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Preface

f‘anmc HE DECADE Of the 1970s, Americans began to face up to new realities. Asa
people we became aware of the possible limits to our natural resources,-a seeming
- diminished world leadership role for theUnited States, and'continuing problems
concerning unemployment, energy, inflation, budget -deficits, and high interest
rates. At the beginning of the 1980s, these problems were still present to.one degree
.or-another,-and it seernéd unlikely that all would go away soon.

Still other changes.are in store:for the American economy. as we approach the
twenty-first century, and théy may well drastically. alter. the world of work as-we
have known it: It is already common knowledge that computerization and robotics
and other offspring of the silicon technology that dominates the néw electronics age
are underway, and.that basic industries-are declining while the service sectors are-
growing. . .

This réyision of a work publishéd a decade ag6 incorporates in the text, discus-
sion questions, and related student activities,. the-concerns of the early 1980 —in-

. cluding the state of the job market, sluggish productivity, and the changing fortunes -

of particulaf industries. It-also takes up such matiers as population trends, the rights

-of women and minorities, issues relatedto enérgy and to the environment; and space
exploration, as well as the persistence of nationwidé economic problems including
poverty, inflation, interest rates, and increasing budget,deficits: S

There has been great feriént:in the history proféssion in.the last two decades,
including an emphasis on social history. We touch-throughout on matters.that fe-
flect the intyoduction of new topics sich as changes in'families and households, :the -
new: laborhistory (which pits new émphasis-on the rank aid filk); the History. of
native Americans, and quantitative-history methods. Social history ‘is likely. to be
especially interesting to young people becaiise it deals with problems such as crime
and with: the -everyday activities—the patterns of work :and leisure—of ordinary -
people such as faétory workers and farimers. Since the “facts” of social history-may

. prove to be more easily digested at high schiool ages; students should also be able to
grasp the related concepts and géneralizations of both economics and history more
easily. ) - '

. After-the first edition of Téaching Economics ii American History was pub-
lished in 1973; the Master Curriculum:Guide in Economics for.the Nation's Schools
(MCG) came into general use. The guide consists of a volume on basic concepts in-

_economics and a.namber of Volumes:for use in-teaching spexific grade levels or
courses. They are-all published by the Joint Council on Economic Education. The
MCG provides standard guidelines with.which school systems can more easily inte-
grate economics into theéir courses-of study. One of the guides designed for use in
secondary schools is:United States History (Secondary) by James B. ONeill (1980,
115 pp). It contains an overview and rationale for. teachers as well as lessons that
show-how economics can-providé an analytic framework fof courses in American
history. Most 6f the economic coricepts emphasized are treated in leading textbooks
on American history for secondary schools, aid-the lessons are especially designed
to enhance student understanding of these concepts. The lessons in United. States
History cover different historical periods in order to illustrate a poséible develop-
mental sequence.
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How to Use This Book

~
-~

Tms BOOK xs:e;;dgo help teachers incorporate eco-

nomic facts, concepts, principles, and problems into the
high schcol American hlstory course. It isimportant to
realize that m)ectmg economics into a.course does not
require one to take something else out. Indeed, econom-
ics will enrich and enliven the history course and enable
the teacher to relate historical events to.cufrent issues in.

. a meaningful fashion. Thus, Hamilton's financial pro-

grams, Jackson's “war” on the Second United States

Bank-—BryarrsSﬁver&mpmgn’arrd‘the‘hke“wﬂ]” 0~

longer be treated in a purely descriptive fashion but will
be used to shed light on current problems of money and
banking, controversies over economic growth and the
federal government's involvement in the economy, and
so on. Conversely, a knowledge of basic economic prin-
ciples will give- greater. meaning to the historica} events
stressed in every- high school textbook. An understand-
ing of the-nature and function of money, therole of cen-
tral banks, concepts underlying economic.growth, and,
the causes an- effects of inflation (or deflation) will re-
veal the significance of the events cited above.

This book is not intended to serve as a proxy fora
text in American economic history, nor can it substitute

" —.for a thorough-text-inprinciples of economics: Although
- it does include some important facts about our economic

developmerit and contains some brief discussions of

basi¢ economic concepts, its primary- purpose is simply
to point out—to a greater. extent than the average high
school American hlstory text — those events found in the
typical U.S. history course that can'be enriched by a
consideration of relevant economic topics.

M

Ideally, the teacher should have on hand at least
one good textbook in American economic history and a
standard. basic -text in principles of economics. These
will provnde more detailed*accounts of the events and
corcepts mentioned inthis manual. For the teacher who
does not have a principles text at hand, we recommend
the use of the JCEE's Framework for Teaching Econom-
ics: Basic Concepts (Part 1 of the -Master Curriculum
Guide in Economics).! The: Framework iS a concise

statement of the basic concepts and generalizations for
teaching economics. It summarizes the stru¢ture and
substance of economics as understood by the majority
of economists and economic educators.

Our economic history is exceptionally colorful, and -
awealth of fascinating material can be found to spark
student interest. Because of hmltatlons of space, in this~ -
book we have.not been able even to touch upon many.
of the most interesting events and people whose exploits
enliven the pages of history. The teacher who takes the
‘time to delve into Amencan économic history will be re-
warded with-accounts of the attempt in 1869 by Jim Fisk
and Jay Gould to corner gold, of the Erie Railroad scan-
dals, of “wildcat” banking, of great: labor sttuggles and

‘countless-otheroccurrences that had economic:implica= *. =~

tions. If time permits; one:can obtain much from biog:
raphies of outstanding labor leaders, entreprenéurs, and
inventors. In short, this book is nothing:more than an

outline—one must look further for important details.
¢

. FORMAT OF THE TOPICS

‘We have divided American history into twenty-one
topics and have presented them, for the most part, in
chronological order. This should make it easy to use this
manual in conjunction'with the typical high'school his-

tory textbook.2 We introduce each topic with a brief ac--

,count -of the events of the penod that -had important
economic aspects Key economic terms are prsented in
boldface type, and short definitions or explanations of
these terms are given in‘'most cases. Because some of the
terms require more extensive discussion than would be

1. New York: Joint Council on Economic Education. First edntion
1977; second edition,1984. .

o

possible in this small book, the teachier who is unfamil-
iar with the term is expected to use a-standard econom-
jcs textbook to acquire the necessary understanding.
«(This.is the case, for example, with the laws of absolute
and comparahve advantage in Topic 2.) .

-Of course; in almost every topic we cduld have-m-
cluded an even greater number of economic concepts.
‘Furthermore, the placement of the concepts is somewhat
arbitrary. The topic of monetary instability, fgr exam- -
ple,-is one which pervades all of our history and thus we.

-

¥
.

2, Most textbooks take a chrbnological‘approach, although a few
recent ones have used a toplcal or topical-chronological organi-
zation. This manual can be used with either type.

-




could have included inflation and/or deflation in many

. topics. We made our choices on the basis of the place-
ment that seemed to provide the best opportunities for
relating;economic principles.to historical events in an in-
teresting and meaningful way. Often, the same economic
concept will appear in several topics. Prmqples under-
lying trade, for instance, can be introduced at the very
beginning and then repeated with increasing degrees.of
complexity throughout.the course. In this way, the sty-
dents " will reinforce earlier leammg,eproceedffrom the
sitnple to the complex, and see how a basic analytical
tool can be applied in a variety of situations.

. Discussion questions follow ‘the brief mtroductxon
to each topic. They vary in difficulty in order for teach-:
ers to have a selection from which to choose those best
suited for their own classes. The teacher should feel free
to use the quiestions in a different ordér, to révise their
wordings, omit some, and add others. Some questions
are “fact. oriented,” but the facts elicited will invariably
lead to an analysis of how. or-why the matter arose-or

turned out-as it did. Many questions deal with content -

found'in most high school history texts.and thus with
materjal familiar to the teacher. The economic concepts,
facts, problems, “or principles relating-to some of the
questions may not be self-évident from the’ wording.
Therefore, the relevant concepts appear in boldface type
wherever we thought straightforward identification
would-beshelpful.

SOME NOTES ON

Teachers today know that they must plan their les-
sons so’as to involve each pupil as directly and person-
ally -as possible in the léssons. Therefore, this’manual
emphasizes inductive teaching.associated with develop-
_ mental-discussion, inquiry-discovery, and problem-

solving approaches. It provides related siudent activities

and discussion questions appropriate for vagious types

of lessons: group work, simulations, problem-solving,
case studies, panel discussions, mdependent study, and
even an o¢casional lecture.

A developmental-drscussion lessop is one in which
the students attempt cooperatively.to ¥ind solutions to a
problem tha: the, class has accepted as worthy of study.
The main and subordinate concepts of the topic ate de-
veloped thrbugh a half-dozen stimulating, thought-pro-
voking key-questions which serve as the basis for class
.discussion, Properly constructed, the key questions,

when analyzed by the students-under ‘the guidance of *

the teacher, will focus discussion Githe essential con-
cepts connected with the problem chosen. The develop-

mental-discussion lessori is “teacher-dominated” in the .

sense that it is the teacher who determines the aim, con-
tent, and materials. It'is a method that keeps the discus-

sion relevant to a few fixed targets, forcing the students

?clas‘ses or by individuals.

]

Finally, we offer a number of suggested activities

- for each topic. In this publication, questions serve as

springboards from which s&udents can plunge«mto a
wide variety of irivestigative, inquiry, and discovery ac-
tivities. Since we are aware that students learn not only
by reading but by cbsérving, listening, reflecting, ana-
lyzing, and discussing their ideas with others, our sug-
gestions include interviews, role-playing, films, film- *
strips, talks, field trips, community.resources, and visits
to local museums and other places of historic interest. A
course in U.S. history should also make use of cartoons, -
simulations, games, folk songs, the popular arts, litera-
ture, and the like. We expect, in addition, that teachers
will use newsmagazines, newspapers, the tape recorder,
television, the overhead projector (with homemade or
commercially prepared transparencies), and videotape,
if available, to examine current economic historyand to
facilitate the learning of concepts. Many contemporary
American: history texts have lists of novels that can be
used to prove or illustrate .a-point. We suggest some
ways'in which:riovels and other books.can be used by
:Naturally, the' teacher will 'select those activities
that are best for a particular class and that, in the teach-
er's Judgment can best serve to achievé the aims of a
given lesson or unit. No téacher of U.S. history can use
more than a portion of the suggestions we proffer.

°

METHODOLOGY

to distinguish facts from opinion and to use the histori-
cal method or the tools of the economist as appropriate.
Both the mqulry-dwcovery and the developmental-
discussion lessons are designed to develop concepts by
studeat answers to. challenging questions put by the. -
teacher; both emphasize ‘cooperative problem-solving
by the'students. Yet the inquiry lesson differs from the
developmental lesson in several respects:

.- The inquiry lesson is open-ended; the developmen-
tal lesson is planned in-a logical, sequential fashion
to arrive at a specific, predetermined.conclusion —
the teacher’s conclusion.

The content outline of an inquiry lesson tends to be
less detailed, and places less emphasis on the logical -
development of content.

Inquiry questions;are of necessity also open-ended
The anticipated: responses- are too’ varied.and di-
verse to be indicated in the content section of the
daily lesson plan. The pivotal questions of a devel-
opmental lesson have specific anticipated answers,

¢ - Inquiry lessons may extend over several days. A

8




developmental lesson is designed to be completed
in a single period.

* Inquiry lessons tend to have widér aims. For exam-
plé, an inquiry lesson on the Great Depression is a
“power lesson” that seeks to discover the general
causes-and- cures of busiriess slowdowns in'a free
market economy. A developmental lesson on- the
same subject usually stresses the causes of and
the attempts to:cure the depressed conditions of
1929-39.

* Inquiry lessons usually make use of primary sourge
materials; developmental lessons are -commonly
based on secondary sources.

¢ Ininquiry-oriented classes the questions asked and
the procedures followed often are (and ought to be)
“nore important-than:the answers given. Develop-
mental and expository lessons stress the dogical an-
Q
swer.

In esseficé, inquiry is a self-motivating method-of

_ learning. Students riowadays are interested in real prob-
lems of immediate concern to themselves and to society
—problems such’ as poverty, racism, pollution, and
drug addiction. In relating economics to American his-
tory, a teacher can bring the past nearer by using a

yesterday-today approach. By-interweaving thén and

¢ ~

<
NS -
[

ideas that they raise about the problem they-have tack-

led and assist.them in making rational decisions on the

basis of their personal values and the data on-hand. Oc-
casionally the teacher must prod students with challeng-

ing questions, This kind of help is especially,important

if-students have grown accustcmed:to being told all the

answers. Above all else, the teacher must.encourage stu-

dents-to set a goal for their inquiries.

Five dpossxble goals, or aims, come readily to mind:

~1. Searching fora solutiontoa problem Can voluntary
® price and wage controls in peacetime check inflation?

2. Answering a question. Why hasa military-industrial
» complex emerged in the United States since World
War m . o

. Sattsfymg curiosity. Why are p}esid”nts of the
United States- frequently in conﬂxct with the Con-
gress? S~

¥

™~
. Resolving a value conﬂtct Isiit:right for the United

States to reduce econdmic aid to developing nations? -

. Validatiag a genemhzatton The consitmer has been
the “forgotten man” chiefly because- the consumer . .
wasn't adequately represented in Washington prior

" -to theadvent:of Ralph Nader. .

In the past, history teachers used expository and- ‘

now, .the environmental-battles of today can be com- __developmental lessons to guide then' stddents to-logical

paréd with those in Theodore Roosevelt's time. Simi-

"I3rly, just as Upton Sintlair's book, TheJungle, aroused™

public opinfon and led to thé passage of the Meat In-
spection Act of 1906, so Rathel-Carsan's Silent Spring
sparked the present-day campaign against harmful
pesticides.

Thoroughgoing inquiry is almost bound to be inter-
disciplinary. For example,.some of the problems of par-
ticular concern today —séxism, racism, crime, and drug
abuse—are often thought of as predommantly social
problems, but they .also have important economic as-
pects. In Inquiry in-the Social Studies Classroom: A
Strategy for Teaching; Barry K. Beyer writes: “'Inquiry
teaching is creating and conducting learnmg experiences
which require students to go through the same processes
and to develop or employ the same knowledge and atti-

-tudes they would use if they were engaged i indepen-
dent rational inquiry.”3

Obviously, inquiry teaching places considerable re-
sponsibility on. the teacher. Students must first be

encouraged to sense and ’select sxgmfxcant historical-

problems. of an economic nature and then be _guided to.
‘engage in a persistent, organized and serious search for
satisfactory answers to-these problems. In'the process,
the teacher must help students to clarify and test the

3. Columbus;Ohio: Merrill Publishing Company, 1971, p. 53.

»"and largely predetermined cohclu ;ons in termsof the.

factual and conceptiial data the.tedthers presented dur-
ing the lessbn. (In many cases, of Course, the teacher’s

- conclusnons were both logical and valid.) In'genuine in-

quiry, however, most answers cannot be predetermmed
The goal of a teacher who uses inquiry teaching’tech-
niquies is not to lead students to cgnclusions predeter-
mined by the teacher. For'this reason many of the ques-
tions we pose in this booklet are open-ended They are
so-phrased that-students must reach thelr own conclu-
sions- on the basis of information;at théir disposal: This
does not mean, however, that inquiry-discussion tech-
niques are designed to encourage aimless argument and-
urposeless,“bull sessions.” Nor should teachers think of
inquiry as an applled follow-up to a two-week unit that
the class has just compléted. That would constitute a

misapplication. of this teaching technique. o
In a specific social science: like economics, genuine

! ‘inquiry- involves the pursuit of krowledge using the .

"tools and methods of social scientists in order to-arrive
at verifiable conclusions. While this i is the ideal, there
.arp very real practical limitations to the achievement of -
tHis worthy goal at the secondary school level. In this
- fegard, critics ask some searching questions. Can high
school students mastér the:tools of the economist and
the historian in the liniited time available? Can high
school*students reach valid or verifiable conclusions on .
the basis’of the meager data they often get? Inquiry in-




volves access to a wide range of pfinted materials and
other sources and it assumes that the student can under-

stand them. Can students handle,sophisticated statistics .

and complex economic arguments? Are their teachers
able to give them the’ guidance they may require? The
answers are, of Course, obvious. What we as teachers
should tell ourselves and our students is that they are
engaging in inquiry and discovery exercises in which
they attempt to use the anilytical tools taught By teach-
ers'and-textbooks. Such exercises enable students to ac-
quire the flavor of research, experience in the use of the
tools of the-economist and the historian, and a taste of

the excitement that scholars who are at'the cutting edge

of a discipline experience.

Because students grow:tired of the exclusive use of
only one method, the astute teacher will provide-a bal-
anced diet - narration, description, explanation, memo-
rization, and the acquisition of factual knowledge. Nev-

.ertheless,. mqlﬂry should be used as often as_possible.
Think of inquiry as one of the ways to mvolve students
more directly, to stimulate their critical thinking, to re-
vitalize the past for them, to bring the real world of the
present into the classroom, and to speculate about the
future.

Inquiry and discussion-are inseparable. Inquiry en-
courages students to satisfy their curiosity and to learn *

on their own through problem-solving. Discussion
enables them to clarify their views and to test their
hunches through dialogue-with their classmates and

-
.

their teacher. Since the students are dlscussmg contro-
versial.issues, the teacher must make sure that.all sides
of the controversy are'fairly represented One must also .
make it plain to the class that the emphasis of inquiry-
discussion is on truth and riot on winning the argument.
The reward for both pupils and teacher will be a lively,
p&rposeful leammg experience. With students indepen- .
dently in hot pursuit of truth, teachers can at last serve
in the. roles they enjoy most—resource person, guide,
meéntor and, occasionally, “devil's advocate.”

A purposeful interchange of ideas does ‘not, of
course, occur automatically. The teacher must first
establish:a democratic social climate in the classroom,
which is characterized by worthwhnle activity, individ-
ual initiative, and freedom of expresswn Such anatrh6-
sphere is absolutely essential in an 1nqu1ry-onented
clafroom because students must be constantly chal- ~
lenged to prove their arguments and to defend. their
theses. They must also work together in. friendly fash-
jon, “accept their fair share of responsibility, and look
upon théir teacher; -by-virtue:of maturity -and-prepara-. ..
tion, as the group leader. ‘Only ina democratic class-
room will the.very g¢t of airing opinig~ through honest
discussion relievestensions and reintorce social skills
such as tact, courtesy and the willingness to accept,con-
structive: criticism. Moreover, purposeful discussion
builds respect for scholarship by requiring analysis, the
citation of seurces, accurate facts, and pertinent quota-
tions.s

P

. GUIDELINES FOR INQUIRY- DISCUSSION LESSONS .

Worthwhlle lessons are rarely the result of- spon-
taneous generation; they are the outcome of careful

planning. An inquiry-discussion lésson is no exception -

to this rule. To help the teacher achieve liX‘ely, purpose-
ful inquiry-discussion, we present four major guidelines:

« -

1. Create the Right Atmdsphere

Thesfirst step.in achlevmg effective mqunry-dxscus-
sion is to establish objective standards for judging the
ratxonahty of the arguments and the validity of the posi-
tions taken by the stu,dents. It is best to arrive at such"
standards cooperatively through’ pupil-téacher planning,
for then the rules are based on the consent of thé gov-
erned. Further, students must accept the fact that all
opinions are not equally valid. Some are plainly wrong
or untenable. Some violate the spirit of a democratnc
society, our constitutional, freedoms, our common hu-
manity, or our ‘raditions. In addition, the class must
be prepared to assume a questioning attitude toward:
sourcés of information and the interpretation of “the
facts” (including the value judgments involved), as class-
mates present arguments. The students must understand

_ clearly that mqulry-dnscussnon is designed chiefly as an
, opportunity to develop and clarify their.own views. In

v

.

fact, the teacher as the group leader should point out.
from time to time that changing one’s mind in the- lnght
of new evidence and valid reasoning denotes maturity,
and is not a sign of weakriess of resolve-or inferiority.

" 2. Prepaiethe Class.for Productive
Discussibn )

The First step in stimulating productive discussion
is'to choose a-suitable problem. A picture, quotation,
cartoon, or newspaper clipping will often arousesinter-
est in the topic. Usually, a historic controversy can be
revitalized by a “then-now” agproach Thiss the encoun-
ters of the modern-day women's movement ¢an b¥ com:
pared with the suffragist battles, a current Strikélvith a

“clasic} éxample of the past such as the Pullman strike,
and the activities of “Nader's raiders” with the exposés’of
the muckrakers of Theodore Roosevelt's day. ,

The second step B to brief the class on background

information that pertains'to the question under discus- -

ssion. This can be accomplished in three ways: (1) by as-

i .
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signing relevant readrng or 3y reviewing pertinent infor-
mation, (2) by, +»‘wing a picture; cartoon, film, or film-
strip that depivi$ the highlights of the issué under re-
view, and (3) by distributing rnatenal or projecting a
transparency of it.

1

3. Guide-the Discussion

-

The teacher as group. leader must take an' active
part in guiding the discussion toward educationally

worthwhile ends. A successful dlscusslon can be achieved

by doing the following: .

- First, the-teacher should orient and motlvate the
discussion by focusing on a specific, concrete aspect.of a
topic, issue, or dilemma with which the students can feel
mvolved The classroom setting is important. Often the
very arrangement of the seats and table will help to
create the proper psychological and physical climate for
" inquiry-discussion.

* Second the .teacher must state the problem con-
cisely and'set the boundaries by analyzing the. nature of
the conflict. An astute teacher will‘arrive at these mat-
ters through class°consensus, kiowing that.only if this

has been done first can one direct:attention to the under- *

lying economic principles, values, concepts, and theories
involved in the problem.in the inquiry-discussion ses-
sion that follows. Moreover, in formulating the aim of
the discussion as a problem in the form of a question,
the students will gain valuable experience in such critical
matters as how to judge, how to ask questions, how to
seek information, how to analyze, how to evaluate.

Third, the teacher must be especrally active and
alert during the elaboration of -the arguments. This
phase of inquiry-discussion’ i involves -the use of facts,
quotations, and sources, and the interaction of the class.
It constitutes the very heart of the discussion. Here the
-teacher should place emphasis on points of agreement as
well as difference. Here the students will see once again
that not every issue has a singlé correct answer.

The knowledgeable teacher will encourage students
to intrdduce historical analogies: For. example, the rights
of neutrals:were involved in all three world conflicts in
which the United States became embroiled, -begifining
with the Napoleonic wars. Analogies can be compared
and.contrasted. Students should be urged to look for
unifying economic principles that can be derived. or'il-
lustrated by analogy. '

In the course o the discussion, the teacher may oc-
casionally engage a single student-in Som'atnc dialogue in
order to expose inconsistencies, myths; and stereotypes.
Otherwiise all members of the class should participate. in
the discussion; no small group of glib or articulate stu-
dents should be permitted to dominate. The same goes
for “prima donnas” of either sex. Fmally, we are old-’
fashioned enough to believe that in order to be effective
every lesson (even a discussion) should end with a sur=
mary.

At its conclusion, éach mquxry-dlscussron session
should also be evalvated. Ideally, even run-of-the-mill-
ihquiry exercises should be followed by some sort of
planned action, for example, writing a letter to an editor
or-adopting.a resolutron fhat states. the corsensus of the
class ~

4. Choose an ApproprlaterDIscussIon
Technique

We have already pointed out that many of our dis-’
cussion questions and activities for ‘investigation, .
inquiry; and discovery for the twenty-one topics that
follow can serve assspringboards or motivations for
inquiry-discussion. Some. of the best class discussion i is

inforinal —led by the. teacher. or by a student who hds.

made special preparation for the session. Such discus-
sion flourishes in enthusiastic committees and in “buzz
sessions” (in which the class is divided into groups of six
or fewer) ,Small-group. discussion should, of course, be
summarized for the benefit of the entire ¢lass by a mem-
ber.of each committee or group ir the closmg portion of
the class period.

“Structured” drscussnon-panels, roundtables, fo-
rums, and town meetings —should always be followed
by open class discussion of the tbpic at issue and by
«lass evaluation of . the presentation in terins of criteria .
previously agreed upon. Panels, forums, and the like
are more successful if the.participants voluntger and if -
rigoroits preparation precedes the actual presentation.

Inquiry-discussion can be a waste.of time.if it is
dominated by a handful of smooth. talkms opnmonated :
misinformed, irratiorial “windbags.” It can truly be a
“seedbed of thought” if:it is: properly motivated, struc-
tured, prepared, and-pointed toward finding solutions -
to genuine problems. By adhering to’ the:four guidelines
mentioned above, .teachers can help avoid the perils and
reap the advantages of inquiry-discussion.
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Topic 1

The Explorers and the
Early American Colonles

-

Economic Facts, Concepts, Principles, or Problems
» > Economic motivation of.voyages N
Economics, goods, services, wealth

>
- Profit motive
>

Importance of labor, speclallzatlon.

and productivity

:Mosr TEACHERS OF American'history:start their courses
with a unit-on the explorers and the early. American col-
onies. This period of history. presents opportunities to
" include a number of important economic facts and"con-

*cepts. It should be realized that by including economics -

in a history unit one does not sacrifice other content, On

the contrary, the relevant economic. concepts will greatly.

enrich the unit and will-help the téacher to relate history

to the present: Because many. (if not most) students fail

to see the value of history, it is incumbent upon the
teacher to show them that a knowledge of history is jm-
fortant because it-helps us to understand current grob-
. lems and.issues. For example, we-are better able to un-

derstand the demands made by-women, by black pedple,
and by other. minority groups if we kno‘\; something

about the history of the treatment of women and minor-

ity groups in the United States. One can better aindef-
stand our governmental systém if one knows how and
why the federal system developed.

Comparisons can be made between the explorers in
early American history and space exploration today. A
basic economic problem is that productnve resources are
scarce relative to the demand:for the goods and services
those resources can produce The governments that-are
sending people to the mooni or exploring space today are
using tesources that could be employed. in the:produc-
tion of something else—that is, the opportunity cost of
space exploration is the next best. preferred use of the
goods and services- being sacrificed. It is:’hopet, of
course, that there viill be payoffs. Already we are réap-
ing.many benefits from the space program—communi-
cations satellites, better weather. forecasting,.and.even
improvements in medical technology, to name a few.
The rulers of old who sent explorers to the New World
likewise expected a return on their investment. In shart,
there were economic motivations behind:the voyages of
dnscovery Students should know and understand these
economic factors, . .

‘ <
-~
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Economics can be defined: as the' study of ‘those
principles thatirelate to the allocation of scarce resources
among competing goals, or the study of how people sat-
isfy their wants for goods and services, It deals with the
manner in which goods and services are produced, dis-"
tributed, and consumed. This definition (along ‘with .

" .definitions- of the terms goods, services, scarcity,

sources, allocation, ;production, distribution, .and con-_
sumption) should be presented to the. class early in the'
course. Students’ own experiences can provide | illustra-
tions. For example, the teacher might ask the students to:
list things they would like to-have or do. The student
who would like to have an automobile and would- also
like to spend.the summer in Europe, but who cannot: af-
ford both, must decide between them. If the. student
chooses the car, the opportumty cost to the student is’
thee trip to-Europe that is forgone. It can also be shown
that the capital, labor, and material used in- producing
the automobile could have been used for the production

.of some other item. The opportunity- cost of the car, ~ ~
.then, is the: next best array.of goods and services- that
> could have been produced with thoge same resources,

Thue RULERs OF Spain and Portugal whozagreed to ‘fi-
nance explorations certainly had economics in mind.
These nations had been.buying the products’of Arabia,,

India, and China. (It was realized: ‘longago-that trade
can increase the level of living by provndmg a greater
vanetyofgoods)’l'he;oumeyswere difficult-and costly,

‘however, and the rulers of Spain” and" Portugal were

seeking safer arid cheaper means of reaching the East.
Theyexpected that’the benefits to be derived from leam-
ing aboiit new routes would eventually exceed the costs.
of exploration —although the term benefit-cost analysis
had not yet been invented.

? The discovery that gold and silver existed in abun-:
dance in parts of the New World induced further expedi-

12
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uons After mentioning this- lust for precious metals, the
class’s attention should be. shifted-to an explanation of
the nature of wealth. In-economics, wealth is not an ac-

o cumulatlon of valuable ob]ects or goods per se, but is

ariy useful asset — land, and other natural resources, ma-
chinery, buildings, means of transportatxon, and the
like, that can be used-to.produce and supply -other
things which.are in demand. In- other words, wealth
consists of whatever has the capacity to satisfy wants
for goods and services. Perhaps Spain: made some tem-

porary gains through finding immense amounts.of gold-
. and silver. In the 1ong run, however,.the.furs, timber, _
_ fish, iron ore, and good farm land*discovéred by other <

nations.turned out to be much more advantageous Stu-
dents should understand, then,: th%t thereis a difference
between wealth that is used productively and. wealth
that is hoarded. For example, note the pathehc attempt

of the first Jaméstown settlers (1607) to find gold at the:
expense of efforts to create means of producing goods of \,
practical value. (All but 38 of those first 104 settlers died -

within a-year.) Upon taking control of-the Jamestown

- < colony, Captain:John Smith stated an important éco-

nomic maxim — “Nothing is to'be expected thence but by
labor.” ~

. There were other economic-lessons in the James-
town experience. Under Smith's direction, the settlers
built houses, duga well, # dxgged and planted” the ground,
cultivated corn, and raised “pigs- and- chickings.” The
- colonists began to manufacture a variety of products,

résources were quickly shifted to the: product;on of
Spamsh as guided by the “money votes” of the:London *

" consumers. By specializing, the Jamestown colomsts be-

came more efficient:producers and the colony began to
prosper. (Of course, there are opposite cases where na-
‘tions or areas need to depart from one-crop or one-
product specialization-and diversify their economies.)

©

Ar THIS POINT, yOu can introdhice the profit systein. It
was the prospect of profit that led the colonists to con-
centrate on-tobacco production. Profits. should be de-

. fined* here as the-amount-of-a-firm's-révenue-that_re-
" .mains after all factors of productionhave been.fully -

compensated (Consulta staridard textbook on the prin-
ciples of-economics.for a-more_detailed discussion of
how. proﬁts are compited- and be sure to distinguish be-
tween the economist’s definition of profit and that of an
accountant For-example, in computing total costs the
economist will include implicit costs, such as the rental
value of land that the proprietor of a busmess ‘may OWn.
personally and :uses in the- productnon process.) The
profit motive was a factor in-the founding of the early
English colonies, and-in the profit-seeking activities of
the Plymouth Company and the.London Company .-
Although' the.London Company:lost money, there
are valuable lessons in the economic-activities- of -the
Plymouth Company settlers. They “wasted no time

including tar, pitch, soap, glass, and"ﬁ?ﬁ“riit@‘lt‘ag-“—seardmwforgold* but realized from the start that sur-

_ peared, however, that they were attempting to do too'
much with their ‘existing productive resources. John

Rolfe had the answer — specialization. First, Rolfe noted
that smokers in England preferred the “Spanish™ tobacco

grown in Trinidad to-the Indian tobacco of Virginia.

The greater demand for the Spanish topacco resulted in -
. higher prices for that type. A piece of land was set aside

for Rolfe’s experiment, and it:was found that the Span-
ish type grew better than the native Indian tobacco.

. When samples were sent to London, experts declared

the former to Be superior and offered a high price for it.
Here we have a good illustratioh of how.consumer.de-
mand can help.direct production. Virginia's- productive:

vival and progress- depend upon.work and production..
Thexmportanceofptodmhvxtyanbeshownhete Dis-
cussmgtheeffortsofthePilgnmstouwxwethexrpro-
ductivity leads to-some interésting findings. Why did- -

. communial planting fail, for example? Why.did they ob-.

tain-bettem results when people owned and cultivated ~
their own fields? (SxmxlarmxltsareobtamedmtheSo-
wviet Union, where the output per hour of labor is vastly
greater on privately owned and cultivated plots than on
communal propeérty:) The early American coloniés also -

- ‘found that-the work of indentiired servants. was not-as

efficient as that of free labor. Incentive, then, 1sannn- ]
portant factor.

: ms,cussuou QUESTIONS

°

type (boldface).

1. The explorers of the Space Ase are often compared with
,the explom of the New World.
(a) 'Wha some economic reasons for taking the risks
ex{: o:_ahon?

oﬂtmo‘BVeTntunuoninvm human ‘wants
mmﬂluﬂtedlmtptoducﬁvemmnot

Economic concepts, ideas, etc., that might be’ brought up in answering the questnons are printed in heavy -

(b) How were. the explorers of old like today's space ex-
plorers? How did they-differ? .

(c) ‘Discuss important changes in technology and capital~ -
accumilation that were .needed before exploration
was possible either in the past or in recent times.

«
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(d) How has- the ‘technology: of -the Space Age affected (c) How was the price of tobacco determined in the Lon-
your life? don market?
Importance of technologgcaldcvdogmumdqfﬁ Demand and supply.
_:.‘:,: «Howgalml llosuiml devel . andl ll i lo‘ (d) Why is it sometimes unwise to specnahze in only one

A ‘or two produkts?
space exploration affect us,all.. Relying on a few products can be devastating if. the

market for an important product collapses.

. Explain the effects of exploration, discovery, and coloni-
zation on: . 6. Explain how subsistence farming differs from farming for
(a) the way of life of Amex;icanflndians: the market.

{b) the Italian cities; 7. Discuss the extent to which each of the following was im-

portant in developing market farming in the South in the
(c) theAtlanbcpowersbf thesxxteenth and seventeenth colonial period:-(a) geography; (b) availability of free

mid-(c)—avathbxhtrof-money--(d) -demand for staples
(tobacco, rice, cotton). ‘ .
;l::ﬁtsdenvedfromthediswvetyofmwm ance of market & 1 in guidi and the

. allocation of resources. Profit motive. Factors essential for ._

production.
. One magnet drawing English colonists to America was the
existence of cheapland. Howm@tyouhavesatsﬁed 8. According to mercantilist theory, gold.and silver are the
your craving for land if you had been: most important forms of wealth and the amount of pre-
(a) a wealthy noble or merchant; . uwsmetalposessedbyanabomsthemprmof

its wealth,
(b) an indentured servant with-the indenture completed; > (a) How does the modern economist define “wealth"?_

(c) a member of a New England church congregation set- Anytlhg&atmbeudtonh‘ymprods
_ tling in'a new area.
&ommcmhvsformlmpomdhndaa

prodmhvemnce “wealth” mlanmwn‘l

IRDRCUEN S N S ) P P R R .S

Partly because it cotld e weilth in the miercantilist
. Captain John Smith said that in Jamestown “nothing is to serise; partly because it-could bé used to_acquite eco-
be expected . ... but by labor.” nomic wealth, e.g.mlud,hm,hnnﬁle-

(a) Is the above statemént true todiy? ments, horses, and wagons, elc.
Importance of labor in production. (c)Whyarestocksandbondswealﬂﬂ
(b) What is division of labor? . _ ity to satief for goods and servi “ .
Refﬂstoboth - v ,M
(1) Workers engaged on only a single or very few
steps of a major task; 9. Explain how the economy of Western Europe was affected
(2) Workers employed in an occupation that calls bytheaoldandslverbro@tbylspmfromtl\e&w
for many skills, e.g., farmer, doctor, engineer. World'in the sixtéenth century.
thnmdpohaﬂmdomtm
{c) Howdoesdmson oflabormpmdmhon‘l m.ﬂ.bmh&mm infla-
In two ways: ﬁon—arheh&ekvdofmpiea-nﬂs.

~ (1) By simplifying tasks, or

10. who ihabitéd North Ainerica ex-
3 5y e e v B bt s
quusmuchtnmmg '.

.
1

. ‘I'hemothercountrmandtlwcolonmspeaalmdmpm-
ducing different products.

(a) What was the reason for their specializing, for exam-
ple, why. did the colonists of Jamestown speciafize in 11."In colonial times: .
msmgh@\-gradeVmu tobacco? (a) Howd:dtl\emethodsofeammahvmgdlffermNew

England, the middle colonies, and the.Soiith?
(b) What was the colonists’ economic advantage in grow- hndgapmducav::umu, spadalﬁs:ution -

mgtobaocomstudoftrymtoproduoeev«yduns
for their needs? b Whatdldtheplanter thefanmr,themd\ant and

ﬁfﬁdunyhallouﬁonofprodncﬂvem. . the artisan have in common?

14
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(¢) What divided them as independence approached?

(d) Did they share attitudes on colonial government? tax-
ation? trade with Great Bnhm‘l&phmyouranswer
&md{mmwm

12 CondmonsmW&emEuropemthesmw\thandm

teenth. centuries were favorable for colonization inthe
New World. Ifyouhvedatthathme

{a) Why would you l\avebemmllmto leave your na-
tive land to begin life anew in a strange, distant, and
dangerous place?
Mbﬂmmnpplydmnd
growing human wants; - growth limitations of pre-
mtlmtnalhdmology.

(b)lnwhschoftheudySpmshorEnslshcolonm-

would’you have wanted to settle? Why?
Economic motives for. migration. _

13. How did the early colonizing and trading companies re-

semble modern corporations?
Minimizing risk by pooling resourcs.

14. Whatdoeconomnslsuunbyprodmhvny‘l

Productivity is the amount of goods and services pro-

dwdbyouuddptodncﬁnmduh.aw

fied period of time.

(a) What did the Pilgrims do to increase their productivity?
Specializats .

(b)‘Howcanyou,asastudmt myourownpro-
ductivity? >

15. What is meant by “incentive”? Why is incentive considered

important in economics?

(a) Why did mdu\tundmants, on the whole "have

greater incentives thani black slaves?
Private ownership and personal gain as economic in-
centives. :

(b) What is generally considered the most powerful incen-
tive in a free market economy? Why?
The profit motive.

{c) Howdopmﬁtshelptogmdeanddmctecmac-
tivity?

(d) Towhatexw\tdosthepmhtmouvemstmm
nist countries?’

. Why did communal planting fail in Jamestown?

Individeal vs. collective enterprise.

(a) Why do Russian peasants exert more “tender, loving
care ondnarowngardmplotsd\anontltodlechve
farm as a whole?
mmﬂhﬁvﬁdﬂawb.
centives.

(b) ledyou:bewillingtoiofmafauﬁnmmin )
the United States? Why? Why not?

(c) Why do some people remain in business (for example;
. small candy stores) when they barely make a living?
Noneconomic motives, such as desire to be one's own
boss; prestige of being owner of a business; enjoying
- one’s work; inertia; lack of knowledge or skills for im-
proving the business or obtaining better-paid employ- ,
ment. &

ACT IVlTlES

. IM. - a’lmﬁ m’ .

(a) To what extent was the European manorial system
introduced in colonies such as New- York, Pennsyl-
vania, and Maryland?

_(b) Howdxdtl\epasageofdteﬂmbedeoorhwsaf-

fect colonization in Americal
(c) Were the Navigation Acts and Acts of Trade a benefit
oraburden to the Amenancobms‘l Explain your

(d) Wlnchxmnsm tlthstofﬂgmvmm the Declara-
honofhtdepadu\oemmmdmacw?ﬁx-

plamthen

. 'Ads’fornttlas.Asktl\estudaustopreputl\m&ilkor

newspaper “ads” to attract settlers by describing the ad-
vantages of living in the New World.

. Local history: Have the students consult Jocal or state his-
tories to Jearn about and report on vocations, trades, and
] mdustnesmtlnamdumcolonﬂlm

. Role-playﬁg‘:&acas&dodnﬁ\ahdatwevahauﬁﬁt-

ish mercantile policy. The “cast” might include a colonial

merchant, aslupowner ahounmfe aBnhsthmsof-
ficial, and a farmer (who must buy only British products).

. Tiachz:ﬁaveﬁ!ciasmwtamlnndepm

‘dnmwmmmbdnguptoﬂnmlm~
can Revolution™ perhaps in the form of a horizontal
“mural,” m&pmshwnbyacmof
smdmbonalolgstnpofpape

.. Diary: Adtﬂnuuthusaaspeaalmtom

entries for ten days in the life of a frontier settler, a colo-
nial farmer, or a merchant.

. Cartoons: Have the students draw cartoons reflecting the

economic concerns.of. the. colonicts: 'tax collection, -the
need for capital, d\edalwsa\dhardslupofm
farming.

.:me}hn&ledammmdfaam'.

meeting in New England discussing a question of current
economic interest: the care of the poor, or the imposition
ofwmwhnldamwmsdwdoramm
a stream.

15




9. Group reports: Ask committees of students ti: investigate

thefo!lowing‘fopics:.
The “Bread Colonies”
Why New Englanders turned to the sea
The triangular trade in fish, rum, and slaves
The labor system in New England’
From indentured servant to slave in the South

" After the committee members have discussed their topic )

among themselves, let them report their findings to the
class as a whole organized as a Seminar on Colonial Eco-

. Reports on visits: Ask a student who has visited Colonial
Williamsburg, Sturbridge, or other places of historical in-
terest to report on vocations and trades during colonial
times. Brochures, snapshots, and booklets can be used to
* illustrate the talks.

. Sociodrama: Letd\emnbasofﬂledasmdut
they. are.adventurous Europeans living during the 17th

and 18th centuries. Select teams of students to study the -

economic resources of the various colonies by consulting
reference works and their textbooks. Then have them start
a promotion campaign to convince their neighbors to em-
barkford\eNewWodd.Eachmmdltmofa
captain of a sailing vessel, a ruler or proprietor, a repre-
sentative of a trading company.

4

America. Includesuchntemsathepnrposeofthecom-

Pﬂny,thenghtsoftbestockholders and the-privileges,
oblxgahonsandresponsb:hheoftlucolom On the
basis of the.charter, dascusspombleconﬂxtsofmm
that. might arise.

. Charting: Have the students summarize in chart form the

advantages and disadvantages of the Navigation Acts and
Acts of Trade for (a) the mother country (b) the colonies.

.Pasodlahrﬂavtstuimh -in the role of colonists,

wnhepusonallettus!o friends in London complaining
about British restrictions on coloniil trade and suggesting

.Oralmwﬂlefoﬂowmtopustow

students, whoslmxldmﬂmsdvestogwebmf

. npoltsmthedaswbmthemndwpxmwm

the course of the unit on-the colonial period. .
‘Land and water transportation in the colonial period
'l'hepomt stock_company, ancestor of today’s cor-

_ lnwabontotlnNewWaldmd!Mcm-
Shmymthecolama\dﬁuopemthew

. -century
mmsmdm

.Padm.ilowmfomssl\apedd!hm 22 MMMWM:M

andﬂ\tmtomyoftl\eNewErdand theMlddleandtht
Southern Colonies.

projector, have the students project paintings and photo-
graphs reproduced in American. Heritage Magazine (and
its special topical volumes) to illustrate économic activities

in the New England, MiddleandSoutlunColawdu-,

ing colonial timés.
. lhtofbaliunmm'l’akeﬂndasmav’sitio

the local museum of the local historical society to view ex-

hibits of the colonial period—looms, spinning wheels,
agricultunl implements, household articles, etc.

. Glossary: B\coungeuchstudmttokeepaardﬁleon

new economic terms with their definitions. Keep the cards

in alphabetical order for. ready. reference.

. Dramatization: Have a committee of students write a skit

" telling why the early settlers decided to follow John Rolfe's
suggestion that they specialize in tobacco growing, using
seeds of the "Spanish variety.” ,

. Map skills: Frepare mimeographed outline maps of the .

Eastern seaboard and the, West Indies showing the trade
routes between the American colonies and the products

. Writing a charter: Have the students draw up an imagi-

nary royal charter for a company like the Plymouth or

LondonCompanywhichexpecttonttlecol?ﬁmin

analysis of the founding of the first permanent English set- -
*~  tiement in North America and the early struggle of the col-

onyfmenﬂm.(Colpr cassette, hadne’sgndrMulh-
Mal‘mduchau)

23. Ganz:‘Malht Thmpoeofﬂmmstom

mmmswwmw
and supply conditions. (Tmofax,upmﬂmtypalm-
pants; Didacthym Inc.).

Rmdig:PlaySongsoftheColomcs—balladsandfo&-
songs sung-by Burl Ives—to set the mood for the discus-

sion of the lives and problems faced by the colonists. (En-
cydopedia Films)

25..Models and drawings: Talented students may be inter-

mdmmakmgmoddsordnwp and in some in-
stances, dioramas, of pioneer-cabins, plantation homes,
forts, stage coaches, took, mlamcksofﬁamhnmd
dotlmofﬂ\emlomalpemi

26. Filmetrip: Show Profits: ﬁulafthe&onomytonllm

the role of profits in a private enterprise system..(Color,
caseette or record;. Set Ill, American Filmstrip Series, .
McGraw-Hill) .

27. Filmetrip: Discovery arid Exploration. Examines the end of
feudalism in Europe, the first voyages of discovery, the
conquest. of. Mexico, t!nexplonuonofNorthm
and the revolutionary developments in European science
which opened the modemn era. (Color,shlm'lpswuh
cassette for each, teacher’s guide)

16
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28. Film: Woman's Role in Early America. Provides well-

rounded comparison of the role of women in’colonial
America with their role today. (16 mm., black and white,
30 min.; National Educational Television Film Service)

. Reading: Read to the class Adam Smith's classic descrip-

tion of specialization in a pin factory as a springboard to a
discussion’ of the advantages and disadvantageés of divi-
sion of labor.

. Problem for analysis: “Traditionally, life in-the English
colonies in America has been viewed as something of a
‘golden age’ for white women. The relative scarcity of
women in the early colonies gave them high legal status,

" and their vi‘tal economic-contributions to theinousehojd

made them almost equat to their husbands. If they wished,

they could even find employment outside:the home.” Now

new women's studies have raised serious doubts about the

validity of most of these coritentions. -

(2) To-what extent was an American Iroquois Indian.
woman of the seventeenth century more independent

. than a-colonial white woman?

(b) Why did a colonial household need both a master and
a mistress to function properly? ’

(c) In what ways did the éxperience of women on the
frontier differ from that of men? -

(d) Why has Ann Hutchinson been called a forerunner in
the women's rights movement?




Topic 2

The American jRo_vd'lutlon

N‘

Economic Facts, Concepts, Principles, or Problem¢ *
Free enterprise and free trade versus
economic controls and mercantilism

Taxation
Supply and demand

Monopoly
Free enterprise

-).
h

The ECONOMIC CAUsES of the Arefican Revolution are
mentioned in nearly all United States history textbooks,

’ buttoooftentheseeconomnclssmsaremudmapmelyf

factual of descriptive way. The teacher who wxll take
the trouble to deal with the basic'economic

underlying the economic aspects of the American Revo-
lution will not only make:the subject- more meaningful
to. thestudentsbutwnllﬁndthatthnsmksxtpossibkto

relate the events of the revoliitionary period to current.

issues and problems. Indeed, much of the current unrest
throughout the world can bé traced to some of the same.
economic difficulties that fanned the ﬂam of rcvolt in

the American colonies. :

The American colonies had enjoyed a conaderable
amount of economic freedom. (Contrast this- -with the
" Spanish colonies, for example, where the death penalty
. could be imposed for violations of the extremely rigid

restnctxonsontrade)'l'headvantasesoffrutndeand'

economic specialization are well illustrated by the fish-

ing, ship-building, lumber production, and fur trade of -

the colonists, for these activities enabled the colonists to

exchange their ouitput for money. or for goods produced

elsewhere. The effects of increasing British restrictions
on colonial trade and of increasingly effective enforoe»
ment of.those mercantilist policies were-deeply felt in
the colonial economy.! Restrictions on trade have been
causes of great concern in recent times as well. Note, for

example, theproblemstheUmtedStatshashadmre— .

gard to its economic relations with the Common Market
and Japan. The tariff and' other. dévicés:for impeding
trade can be discussed at this point, with the leading ar-
guments for and against trade restrictions being exam-

*

1. Mercantilism is the theory that precoous metals are the moct im-

portant form of wealth, and that a country shouid export more-

than it imporis so that others will have td pay.the difference in
precuous metals. It would be hard to find a modern economist

who. Supports mercantilisny in its classical sense: (Seé the dis-"

-cussion on the meanirig of “wealth’" in Topic-1.)

~

ined and debated. ‘l'heprmdpleofabsohweade

_ and-the law of comparative advantage may be used to

help analyze these conflicting views. (Amongthevm
tobetakmmtoaoco‘mtarethoseofpm&ssonalm\
omists, the. AFL-CIO, the-textile and :steel industries, |
import-export industries,. banks involved in foreign ex- |

* change, and 'others who have an intefest in-the issue of

free trade vs. restrictions. It might be interesting to com-

:paredmvmwsmthtﬁoseocpruseddumthepenod—

leading up to the American-Revolution.)

) Tamalsoplayedarolembmugmgmamtoa
head in the colonies. Here, one might examine the viri-
ouspurpoesoftaxabmatﬂthekmdsoftaxesthatex—

ist. Students should understand that ‘they use many

goods and services providéd by government (roads,

schools, public libraries, police and fire protection, pub:
lic health facilities,. and. the:like), and that taxes are:
mrytopayfortlmtlungsandtomeettl\emal

" costs of government. They should understand, however,

that taxes can also be used for other purposes. The Brit-
ish tax on foreign goods was designed to discourage the
American colonists- from:puichasing those goods, so
tnatBnt:shnaﬂ\anbwouldfamleucmtpehhon This,
of course, increased the cost of living in-the colonies. .
The effects of different types of taxes can be exam-
medsothatstuda)lswdlm\dentandthatexdnand,
sales taxés are generally regréssive— that is, they tend to
take a greater percent of -the income of poorer persons

" than of the richer. For example, “let us ‘say-that Mr.
: Adamshasaweeklymcomeofsaoo while Mr. Brown

earns only $300. 'l‘heybothpurdmerefnseratorscost—
ing $400 plus a 5 percent sales tax, or $20. Let us'assume
thatt}merefngentonarenmhesforbo!hm
Now, the $20.tax represents only 2.5 percént of Mr.
Adams's weekly incomé, but it is 6.7 percent of Mr..
Brown's income. Thus,-the tax-is regressive—it takes a
greaterperoentofthepoommansu\come Other types
oftaxaareproporhonal(takmgtlnmpementofw
com)andprogmswe(thehxgimthemcm,theh@n, ’

18-
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the percent paid). There will be many opportunities
throughout the U.S. history course to deal with the
principles of taxation. The basic principles should be in-
troduced during the study of the background of the Rev-
olution, however. More detailed analysis-can be made
later, for taxation has been a continuing issue
throughout our history.

The coloftiangycott of British goods presents an
opportunity to discuss this_technique of applying eco-
nomic pressure. How effective can a boycott be? In
what ways was the colonial boycott similar to more re-
cent boycotts, such as some consumer attempts to'bring

prices down by boycotting supermarkets, black boy- -

cotts. of white-owned stores to help bring about racial
justice, and American boycotts of goods produced in
Communist countries? In examining the effectiveness of
boycotts, one can delve into such economic topics as the
nature of demand, economic wants, and business prof-
©its. Attempts to boycott such needed items as food are
probably less effective than boycotts of luxury items

which-the consumer can do without because the elastic- .

ity of demand is involved. (In simple terms, the demand
for a.product or service is elastic if sales charige greatly
as prices change. For example, if the-price of fur coats
rises by 10 percent and the sales drop by a greater per-
cent —say, 25 percent — then demand for fur coats is said
to be elastic. Demand for necessities tends to be inelas-
tic. Suppose that the-price of milk rises by 50 percent.
The percent drop in sales will be less—say, only 12 per-
cent.) If the teacher wishes tointroduce supply and de-

mand curves at this point, the boycott can be used-to il- .

lustrate the effect ot shifting the demand curve to the
left. Even if it is not deemed desirable t6 use graphs,
however, a simple supply and demand analysis can be

- made and the law of supply and demand can be pre-
sented in an elementary fashion.

Tnz‘rxom.zu OF monqpply-was an .important one in
the 1770s, and of course there is mich concern today
over business concentration and its effects-upon the con-

sumer. (By definition, monopoly means that there is

only one seller of a product or service. This situation is
hard to find in the real world, but business concentra-

tion in the form of oligopolies—a few sellers—is-quite ’

common today, -and some of the economic effects aré
similar to those that wuuld stem from a pure monopoly.)
Whenthe British Parliament in May of 1773 passed a
law enabling the British East India Company.to séll.tea

in America at lower prices-than American merchants

could profitably charge, the British company had a
monopoly on the sale of tea. In this case, the consumer
of tea seemed to be the winner, but angry colonial mer-
chants were up in arms. The Boston Tea Party and simi-
lar incidents in Maryland,"New Jersey, and New York
resulted. The punitive laws then-passéd by Parliament

incliided.a ban on trade with any nation except Britain .

and the British- -‘West Indies. Note the inclusion of these

restrictions among the’ economic grievances listed in the L
Dl

Declaration of Independence. -
The year in which the American colomstsdecl

their independence—1776 —was also the year in. which -

Adam Smith published his famous book The Wealth of .
Nations. Smith argued against mercantilism in favor of
free trade. It could be interesting-to have: the students
read the relevant sections of Smith’s book and indicate
in what ways his arguments might have applied to the
economic situation in the American colonies. Smith's -
theories:can serve-to inform the class of the essential
tenets of capitalism or free enterprise. It should be
noted, of course,.that although the free enterprise sys-
tem forms the basis of the American economy, .there

. have been many changes and modifications with the re-

sult that we have, in effect, a mixed economy—one. that

- contains-elements of several systems.

Value questions need not be ignored in this phase of
the -course. Posing questions such as the following
should lead to many stimulating’ discussions:

Are economic freedoms worth fighting for?

Is any orie economic system (such as capitalism)
superior to all others?

When the economic interests of different -groups
clash, how do. we decide which group should
have priority?

DISCUSSION QUESTIONS

Economic concepts, ldeas efc., that mlght bée brought up in-answering-the questlons are p?mted in heavy

type (boldface).

1. The-American system ;; free enterprise has helped to cre-
ate one of the highest standards'of living the world has
ever known.

(a) Define freedom of enterprise'.
Private ownership; profit motive; competition; mini-
mum of government interference.

(b) How does (1) the individual, and (2) the éommu"nity

benefit from free enterprise?
merluomdcm,elﬁdmtallouﬂonofm

(c) How did mercantilism differ from freedom of enter-
prise?
Government intervention and control; trade restric
tions; misallocation of resources,

i{
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.2. The United States today is.a¥common market” of 50 states
that enjoy the benefits of- free trade.

(a) What is free trade?

(b) What.is a common market?
Absence of trade barriers; common trade policy to-
ward nonmembers,

(c) Discuss the benefits we enjoy because free trade pre-
vails among the 50 states:
Economic integration; specialization and exchange;

efﬁaent allocation of resources.

(d) It trade is so bensficial, why do so many coumnes im-
pose tariffs on foreign goods?
Protection of demestic industries and of workers from
foreign competition. s

. American colonists objected to British controls on colomal
ade and industry. .

(a) Why did the colénists oppose tanffs and excise duties

on imports?
Effectsoftanffsanddutiesonpﬁouofproduts

(b) Why did they oppose monopolies, such as the. tea
monopoly enjoyed by the East India Company?
Effectsofmonopohsoncomumerpriosandonpo- )
tenti compehtors

(c) Ifyou hved in Bosto 1773, would you have partic-
+ ipated in the Boston Tea Party‘LDefend your answer. °

(d) Why were  the British Navigation Acts and Acts of
Trade resented by some Americans? ~-

A

———— ~—————Fffects-of-trade-barriers-on-commercial interests. _

5

7.-One of thé basic causes of the American Revolution was

the mercantilist policy of Britain.
(a) What was the purpose of mercantilism?

+ (b)’ How did mercantilist policies affect the colonies?
Barriers to economic growth and development; ineffi-
cient resource allocation.

(¢) Is mercantilist theory sotind? Defend your answer.

(d) To what extent is wercantilism practiced today?
Use of tariffs, quotas,. other trade barriers.

8. The American colonists enjoyed a considerable amount of
economic freedom, especxally before the' French and In-
dian War.

" (a) Ifyou were an American colonist living in:New York ™
in.1750, what economic opportunities would have
been-open to you?

Free enterprise;. freedom of contract; free markets;
.competition; profits.

(b) Contrast the advantages of free trade and economic
specialization: that you might have- had in colonial
hmawnththeeffectofther&mhonsontrademth
the Spanish colonies:

B

‘Spedaliuﬁonandudnnge dﬁdentallocaﬁonofn- Tt

sources; effects of trade barriers.

9. Restrictions on trade have always been of great concem.
(a) How did the. Amenans react to. increasing Bntnsh re-

___strictions on colonial trade and increasingly effective
enforcement of mercantilist policies on the eve of- the

(e) In what ways did the American colonists benefit from
the Navigation Acts?

4. Why did the colonies .develop an efficient merchant
marine but few thriving manufacturing industries?
Efficiency in the allocation of productive resources; effects

 of government policies.

,(a) Why did Britain encourage colomal produchon of pig
iron? A

(b) Why was Britain opposed to colonial manufacture of
finished iron products? -
Protection of domestic industries; need for raw ma-
terials. .

5. Show how the growth of American colonial trade and in-
dustry increased the.circular flow of. goods services, and,
money.

lnterdependena, speaaliution and exdunae

6. “The intention of British me;cantxhst regulahons was not
so much to interfere with economic activities of the colo-
nies, as to build up British commerce and industry.” To
what extent do you agree or disagree with this statement?
Why?

Mercantilist theory; importance of commerce and indus-
try;- economic interdependence.

-

<<Revolution?—
Effects. of trade barriers on consumers and metduntn

(b) Explain how mmasng\co@pebuon from Common

** Market couritries (such as Germany)-and from Japan
has caised problems for American mannf‘actutm
workers and farmers iri recent times.

Eﬁecuoffotdmhpoluonwwkeu““‘ '--~~—-J

(c) .If West Germany could produce both cars-and wme
more cheaply than France, why nught Germany still
decide to specialize in auto productxon and buy wine
from France?

Laws of absolute advantage and comparative advan-
* tage; specialization and exchange. ,

(d) How does .a. comparative advantage in trade differ

from an absolute’ ddvintage? )

. Although tariffs are federal taxes on-imports, one politi-
cian -has referred to-the tariff as “a local issue,” People’s
views on trade often depend on what is produced in their
particular area. Explain how the views of the following on

the protective tariff might differ; professional economists; /

leaders -of the AFL-CIO; manufacturers of -textiles and
steel; export-import industries; bankers involved in fi-
nancing foreign trade.

. How did the French-and Indian War tend ‘to bring the.

mother country and the colonies together?

——

——




“12, Why did the American colonies and Britain need one an-

other before the French and Indian War? After the war?
. Economic interdependence; specialization.

-

13. Why did changes take place in the arguments of the colo-
. Nists concerning British taxation and regulation between
1763 and 17757
Payment for cost of war (British debts rose about £70 mil-
lion).

14. As a British subject, how might you have felt about the
colonial claim of “no taxation without representation™?

15. Why did the British government limit colomal expansion
___of-the fur-trade-and settlement-in-the- West?— =~ -

16. Was Britain's new economic policy after the,French and’
Indian War (which discarded “salutary neglect” in favor of
“sharing the tax burden”) justifiable? Explain.

Cost of government; various types of taxes; various uses
of taxes; regressive, proportional, and progressive taxes.

17. The colonists resented the Tea Act because it gave the East
India Company a monopoly on the sale of tea.

(a) What is a monopoly?

(b) Why do most Americans dislike and sometimes fear

monopolies?
Effects of monopolies on prices, output, the allocation

< of TES0Urces,

(c) Are monopolies a menace to.our free enterprise econ- *

omy today? Explain your-answer.
Arguments for and against business concentration;
government control of monopolies.

18. What is a boycatt? Why can it be an effective economic

weapon?

(a) Why did the American colonists boycott British goods
before the Revolution?
~ Demand; elastic and inelastic demand; profits; -eco-
ngm:c pressure,

(b) If consgmers in your area boycotted food stores be-
cause they- {eemed prices as unjustifiably high, would
you join them\!ixplaun your answer.

]

N

19. Are taxes levied solely to obtain revenue to run the gov-
ernment? Explain.
Use of taxes to control imports (éxample:- tariffs); - redis-
tributing income through the use of a progressive tax.

(a) How does a progressive tax differ from a propomonal
tax?

(b) Under what conditions dos a tax become regressive?

. In what ways weré the causes of the modern-day indepen-
dence movements in Asia and Africa similar to the causes
for revolt of the thirteen colonies? How did these revolu-
tionary movements differ?

Mercantilism; economic imperialism; economic éxploita-
tion; rising expectations in underdeveloped areas. :

21. How did the revolutionary.war affect Amencan econorhic
growth? How did the Revolution affect each of the follow-
mg westward expansion,-household industries, manufac-

turing, farming, foreign commerce, land ownerslup and
land tenure policies?

Economic effects. of wars; factors inﬂueudng economic

growth economic independenoe

22, Adam Smith's The Wealth of Nations and the Declaration:

oflndepmdencewmmedmlﬂé and both are called
"mxlestoms on the road to freedom. Do you agree? Justify
your answer,

Mercantilism; freeenterprise laissez faire; economicfue-'

dom; trade,

23.In view of the aim of the American Revolution, why were
.countries like France and Spain willing to cooperate with
the colonies? .
“Beggar-thy-neighbor” policy; international trade.

. If you were a Spanish colonial in Latin Amenea who read
the Declaration of Independence, what would your reac-’

tion be?.

.“Considering the relative strengths of the British and the .

Americans, why did the Americans win the American
Revolution?” ) 4

. "Why were the British more willing to see the war result in

a generous peace with:the former colonies than were the

French and the Spanish?
Economic interdependence; foreign trade.

: BN ACT\VITIES

- 1. Sociodrama: Ask one studen;\io \xmagme bemg a ship
owner, another a distiller of rum, and\a third a plantation
owner in the British West Indies. Each’ should testify be-
fore a Board of Trade and Plantations on the wisdom of

America and the French West Indies.

2. Debate: Resolved: That the principal causes of the Ameri-
can Revolution were economic in nature.

3. Editorials: Divide the class into American and British
néwspaper reporters. Ask them to.write editorials from
the British-or American point of view on one of the fol-
lowing:

Boston Tea Party
Stamp Act
Tarring and feathering of a revenue agent
Salutary neglect
Townshend acts
\ Sons of Liberty




. .
————
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4. Table: Construct a table listing the acts passed by the Brit-
ish Parliament (or proclaimed by the Crown) from 1650 to
1775 in the name of mercantilism or imperial defense. In-
clude the date and provisions, and-indicate whether the
act or action was favorab]e\or unfazdrable to the colonies.

5. Brief; Prepare“a brief maintaining that the British.Parlia-
ment was legally within its rights in_enforcing mercantil-
ism and the-new economic policy established after the
French and Indian War.’ c° ‘

6. Editorials; Write an editorial for a 1774 issue of a colonial
newspaper, demanding “No Faxation Without Represen-
‘tation” or write an editorial entitled “Ungrateful Children”
fot a London néwspaper, '

7. Role-playing: Set up a trial for a smuggler caught by a
customs agent for violating the Sugar Act. Let one student
play the customs officer, another the smuggler, a third the
judge, and the remainder of the class the jury. In arriving
at the verdict, the class will have explored the issues in-
volved.

’
b -

8. Map: On an outline map of the world draw a pictorial or
diagrammatic representation of triangular trade routes,
Use arrows to indicate the direction of the flow of imports

. and exports, and label the principal ones.

9. Oral report: Make a trarisparency of the map (above) a;ngl
present an oral report to.the class on the rélation of the tri-
angular.trade; rum-making, and smuggling to the theory

T of mercantilism.

. G'ame:\"Colonial_Economy Game” (1982). Each student

starts with a small sum of money and attempts to become
a planter, a great landowner, or a wealthy merchant by in-
vesting in the products of the thirteen colonies. The game
may be played on several levels (grades 7-12), from a sim-

ple to a more complex and realistic version. (Time: one or

more class periods; no. of players: Ziex‘\tirg class; H.M.S.
Historical, Games) T

o

. Game: “Causes of the American Revolution™(1982). Stu-"

dents~attemp\t to counter Bfitish imperia’ activities from
1763 to 1775 by choosing the correct colonial response. -
(Grade level: 7-12; time: one or more class periods; no. of
players: 2-entire class;-H.M.S. Ciama) .

. Filmstrip: - The Revolution.:Show this filmstrip to present a-

compreherisive ovérview of the revolutionary period be-
ginning with thé French and Indian War; depicts Ameri-
can resistance to a variety of taxes and regulations and the
events and outcome of the struggle. (Color, S filmstrips,
5 cassettes, guide; American Heritage Sound Filmstrips)

. Filmstrip: Free Enterprise (1976) introduces the free enter-

prise system, its merits and shortcornings, and the crucial
role of profits. (Color, 2 filmstrips, cassette -or Tecord, -
24 min.; Prentice-Ha!l Media) < .

. Game: “Triangle Trade.” This simulation explores the

slave trade, the economic structure of the New England

colonies, and the mercantile philosophy of Great Britain o
during the seventeenth century. It teaches the participants. °
why the. British government .opposed the triangle trade. -

10. Panel discussion: Appoint four students to the panel. Two
* should investigate and report on the “necessity” of the Brit-
ish plan 'of taxation as reflected in the. Grenville and
Townshend:policies. The other two members do the same

on the “stupidity” of. those policies. -

11. Individual research: Have a bright student investigate the
validity of the economic grievances among the 27 listed in
the Deglaration of Independence by citing historical evi-_
dence in support of, or contradicting the contefitions.

? .
12. Review: Ask the class to prepare five questions which'they
‘believe would constitute a fair, comprehensive test of the
economic causes and results of the American Revolution.

13. Debate: Resolved: That it was inevitable that the thigtén
American colonies would become “free and indeperident
states.” /

/
14. Time line: Draw a time line emphasizing the mtalin eco-
- nomic legislation and events that led to the American

Revolution.

15. Role-playing: A group of Americans are discussing ‘the
Declaration of Independence in a tavern. Select students
to express the views-of a wealthy landowner, a ship
owner, a merchant, farmwife, and a blacksmith regarding
the wisdom of the proclamation.

route, and why the New England colonies did not fit into
the British mercantile system. Participants assume the
roles of the major histdrical parties.in the tridngular trade
route. (Time: 1-3 hours; no. of players: 15-44; Education
Manpower, Inc.) .

. Pamphlet: Read Money in Colonial New England (Federal .
Reserve Bank of Boston, 36 pp:, free, 1974). It is a short
account of the history: of coin and currency in New En-

gland from 1630 to the 1780s. ¢

. Posters: Ask.the students to-prepare posters, signs, no-’

tices, leaflets, and the like, indicating colonial opposition
to the Stamp Act, Tea Act, Intolerable Acts, etc.

. Picture study: Use the pictures in The American Heritage "o~

Book of the Revolution (Simon and Schuster) to illustrate
the spirit and_purpose of the. revolutionary era.

. Map: Ask the students.to draw and labelon an outline

miap of North America the original thirteen states and the
boundaries of the United States after the Treaty of Paris

"(1783). o

\

. Debate: Resolved: That the United States adopt a palicy
.of free trade. :

»

. Table: Ask the students to prepare a two-column table o

~




»

summarizing the arguments for and against the protective
 tariff.

»
"

. Problem for analysis: In 1983 the Fraunces Tavern Mu-
seum in New York City featured an exhibition that ex-
plained the role of the tavern in eighteenth century- Ameri-

can life..In colonial days, tavern activities centered around’

-everyday business transactions, mercantile exchznge, mu-
nicipal meetmgs and events such as the auction of goods,

‘

'property, and slaves. Why did taverns serve as the center

of American life in colonial times? .
~ Have conimittees of students research and report on
such topics as: o

o

Taverns and the economy of the.community
Taverns and politics before the American Revolution
Taverns and blacks and indentured servants
Women as workers and managers of taverns
Tavems and travelers

1
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The Confederatlon Perlod and
the COnstltutIonal Conventlon a
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Economlc Fecte, Concepts, Ptlnclplu, or Problems
. > Economic-aspects of the.Constitution- -and hgw °
economic facfors helped to bring it about.
> The basic problem of. economics (scarcity);,
efficient #location of resources through'

speclalizatnon and exchange s

» Factors of production
o Opportunity cost
MANY OF THE New nations that have' emerged since
World War Il have achieved political 1ndependence only
to find themnselves confronted by serious economnc prob-
lems. Although the United -States began its life as an

——independent nation with many. advantages that today’s °

poor countries do not have, it nevertheless experienced
critical problems. The- Articles of -Confederation gave:

Congress the power to declare war, borrow money, reg- .

ulate the value of coins, and establish - standards. for
weights and-measures. However, Congress could not
draft anyone into the army but, instead, had: to rely,
upon the states for troops, and it could not directly tax
the people.:.Although Conkress could create metal coins,
the states controlled paper money and. banks. Thus, in-
stead of one unified money systém, there were several.

Another important weakness was that Congress could
not regulate’comrherce. .

Trade and commerce were important to America;
but Congress found it difficult to make trade treaties.
Foreign governments feared that the states would not
abide by the terms of such treaties because Congress had
no real power to enforce its decisions. The lack of re-
spect for the new United States was evidenced by. such
events as the closing.of the port of New Orleans to
American goods. ,’ .

Doing business within the new nation was also diffi-
cult, Paper money that had beer issued by Congress dur:
. ing the Revolution was valued at only one:thousandth
of its original face value, and the money- providet by
the states varied in value. States-discriminated against
one another in commercial afﬁnrs, and some placed tar-
iffs on the goods of other states. All of this restricted
commerce and economic progress.

There were other economic problems within' the
states as well. Farmers had gone into debt to purchase
land’and buildings but now found it difficult to repay.

v
I, '

L

¥
»

Some legxslatures tried to help.by allowmg longer repay-

" ment periods, issuing paper money liberally, or reduc-

ing taxes. These actions irked the créditors, and violence
erupted (Throughout American economic history, the
conflict betwéen debtor and cred:tor interests is a.con-

tinuing theme:) Shays’ Rebellion. in. Massachusetts’re-

sulted when creditor interests gained control of the legis- -
lature and levied high taxes to pay.state. debts. Alréady
heavily in-debt, many farmers'lost: their property when -
they were unable to-pay these heavy tages. Although -
the uprising was crushed, it led many to fear that Con-
gress did not have aaeguate power: 10 nut down a'more- .
senous insurrection.

Tns MOST-BASIC economic problent is that of suxdty ’
The desires-of people tend to be urlimited, but produc-
tive resources are limited. Productive resources (also
called inputs or factors of production) are land, labor,
and capital. By definition, land includes all patural re-
sources, Labor refeis to all productive human effort.
Capital is human-made wealth .used to produce goods
and services. It mcludes tools, machinery, mines, mills,
factories, transportation equipment, and the like.

. A nation'must have land, labor, and capital in the
right amounts if it is to tevelop a viable economy. A
country. may have. an abundance of. natural wealth bt
be poor because it lacks trained’ people or capital, It is-
interesting to compare America's supply of productive
resources-n its early years with the supplies in some of
today’s new nations, (Note, for example, that the United
“States had a huge land base with abundant natural re-.
sources but a small population, while some. of the newly
emerging nations have huge populations and a relatwely

" small land base with limited natural resources. Thus, for,

the United States a growing populatnon was a b1esmng .

L] 3




because it helped to bring about a better balance be;,g
" tweent lantl and labor, while for many of today’s under-
, developed nations a growing population.is an 1mped1-
ment to economic development.) -
As with-all socretres, young America had to answer
the basic econbmic questions: What shall we produce?

How much shall we produce? For whom shall we pro-

duce? How can we utilize our scarce resources most effi-
ciently to maximize.output? The principle of opportu-
nity *cost is-vitally important here. When a nation is
fully %nd efficiently utilizing its productrve resources, it
can produce,more of product “X” only by reducing the
output of product “Y” (or some other good or service).
Orie of the opportunity costs of producing more cars,
for instance, is that we forgo producing more houses or
some other good that cah be manufactured with the nat-
ural resources, labor, and capital that had to be diverted
to automobile production. On tle other hand, if we have
not been using our existing resources efficiently, we can
produce more of everything that is within our productive
capability if 'we will only eliminate the, inefficiencies.
American entrepreneurs of the 1780s realized that some
of the problems cited above were preventing the full and
efficient utilization of our existing resources.

- +
IN 1785, REPRESENTATIVES of Maryland and Virginia met
at Mount Vernon and agreed ori control of the Potomac
River, the establishment of a uniform system of money
and trade regulations, and annual talks on commercial

N N

" tax, to coin money and regulate its value, and to control

commeérce amang the states and with foreign nations.
Federal taxes were to be uniform throughout the United
States, and there would be no tax on exports.

In dismantling the trade barriers that states had
been setting up, the Constitution encouraged specializa-
tion and exchange, and specialization and exchange help
to account for our great economic progress and.wealth.
‘New England was not well-suited. for agrxculture, but
hadthe necessary water power for factoriés. The South,
on the other hand, could ‘produce cotton and other agri-
cultural-goods that could not be growneasily in New
England The South could now specxahze in cotton while
New England specialized i in manufacturing, and the two
regions could freely trade with one another. By special-
izing, both could become more efficient; and by trading,
the fruits of that efficiency would be shared. People
could move to the new states in the West, confident that
the produce of-their farms or the output of their mills
could be sold anywhere in the' United States, subject
only to the natural restriction of consumer de;nand In
short, the United States became an enormous common
market.

The constitutional provision that private property
may not* be seized except for sound legal reasons also
helped to promote business. Individuals are free to enter
any busiress or profession théy choose.! Success is not
guaranteed; but ong is legally free to try. Despite being
marred by discrimination and by inequalities in income
and educahonal opportunity, freedom of entry has been

problems. The idea spread, and_in 1787, Congress.de-
cided to meet in Philadelphia in order to "revise the Arti-
cles of Confederation.” Economic matters loomed large
in the deliberations, for there were hopes for more trade
with foreign.nations, a uniform monetary system, and
an end to restrictions on interstate commerce. The eco-
nomic aspects of the new Constitution that emerged:
speak for themselves. Congress now-had the power to

an important tactor in economic development ‘This tree-
dom has léd to the development of many new products
and industries. A basic value question that might be dis-
cussed at this point is-the extent to which individuals |
should be free to pursue their own economic interests.
Another is the question of having the government aid
those who have been handicapped by Jlow income, dis-
crimination, and the like.

= DISCUSSION QUESTIONS

Economic concepts ideas, etc that might be brought up in answermg the questions are pnnted in heavy

type (boldface). * )

1. Since human wants never seem to be completely satisfied,
economists call scarcity “the universal economic problem.”

(a) What is scarcity as economists use the term?
Limited resources vs. unlimited wants.

(b) Why does “the fact of ecarcity" create the “allocation

problem”»
« What, how much and for whom shall we produce?

(c) Show how the allocatron problem involves the princi-
ple of “opportunity. cost.”
" Efficient allocation of resources; maxlminng output,

! .

2. What advantage does a region have if it specializes in the
products it can produce best, provided it can exchange
' them for the products of other regions?
Specialization and exchange; efficient allocation of re-
sources; geographic division of labor; natural resources;
laws of absolute and comparative advantage.

*

-

. Of course, thére are often legal constraints. One must have a li-
cense or permit to operate certain businesses, and zomng laws
may prevent such actions as the building of a factory.in a resi-
dential area.

<
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(a) Why did'many New Englanders turn to the'ea by the
end.of the seventeenth century?

(b) Why did manufactuging begin in New England towns?
(c) Why did the South turn to plantation crops?

. A young person deciding to go west to Ohio or Kentucky.

rather than remain on a Neéw England farm was probably
using the principle of opportunity cost.

{a) What does the term "opportunity cost” mean?.

(b) How does deciding to go to college mvolve an oppor-

tunity cost?

Part of the real cost of one’s education is the income

that could have been earned if the student entered the
labor force instead. .

. In The Wealth of Nations Adam Stnith pointed out thata
nation’s prosperity depends upon production and . not.
upon hoards of- precxous metals.

(a) Show how a nation's wealth depends upon the follow-
ing ingredients irvi,aking a country productwe (1)its
population; (2) its natural resources; (3) its ability to
produce.

Real wealth; hctors of production; educaﬁon and
teclmology

(b) Explain how the economic and political system created
by, the U.S. Constitution encourages productivity.
Economic freedom; profit motive; free trade amon‘
“states, °

-
-

. To what extent dxd the Constitution, as drawn up by the
Founders, endorse Adam Smith's idea about laissez faire,
competition, and the proper actwmes of government?
Economic provisions of the Conetitution; govemmml’s
role in the economy,

. Dunng the years 1781 to 1789, under the Acticles of Con-
fedérahon, some economic groups were happy while oth-
ers were miserable.

(a) Which groups were satisfied with economic condi-
: tions as they were? Why?

(b) Which groups were dissatisfied? Why?
Conflicting economic interests, such as debtors vs.
creditors,

(c) Why was this period called “the Critical Period” Qf
American history?

R Why does the Constitution, drawn up about 200 years
.ago, meet the needs of the United States today?

Elastic Clause; flexibility; pouibﬂlﬂu for varying inter-
pretations.

- B
. Under the Articles of Confederation, the federal govern-
ment was really a league of independent states. )

(a) What problems arose between.and among states be-
cause there was no:strong national executive to en-
force the laws? ~

*

9.

s

Barﬂen,tofreetmde inefficient use of resources; lack
of central power to regulate interstate and foreign com-
merce; variety of tax policies; mommyh\subility

(b) Why did the Agticles of Confederation denythe cen-
tral goverm::ent the power to Ievy taxes?’

The Constitution of the Umted States has been’ ca‘ll'ed\a\
“bundle of compromises.”

(@) Describe two economxc proposals for the new Consti-

. Why dou the Constitution permit monopohes for.inven-

tution upon which the North and South or the agricul-
tural and commercial interests were divided.

(b) Explain the gpmpromisa in*the Constitution that
dealt with each of.these proposals. )

-

‘tors;and authors by granting patents and copynsl\b‘l
.Economic incentives; govemmu\t in umndm i
novation and hclmology.

1. "l‘heConshtutxonwasextortedfromarducuntpeopleby
agnndingmcemty Ducuutheuuthorfalntyofthis

economic problems of the

statement by John Adams.
Need for economlc unification; economic
“critical period.”

[

. Compmd\eecononucprobleuuofd\enewmuomthat

hveenmaedeorlqul[withthoufaadby
AmericamundertheArt:claofConfcduahon. )

" Imporiance of capital and social capital (infrastructure); .

government’s role inl the economy; monetary stability;
population; trade; ecomuﬂcmiﬁaﬁon,duuﬁon

. After the Revoluuon,’the Umted States faced international

as well as dornestic economic prob

(a) Whngsxtdnfﬁculttomkemdemﬁawiﬂtfor-
eign nations during the “critical period?”
Importance of uniform trade. policy and centralized
nguhdonofcoum o

(b) How did Great Britain and Spain show lack:of respect
for the government of the United StatesundertheAr-
hcluofConfedention?

\

. lnamue, wxﬂtﬂteadophonoﬂheComtitution,acom-

mon market was established in the United Sum

. (a) What is a common market? .

18.

(b) What are its advantages? Diudvnntagu? :
Fmtud%mdnlhaﬁonandmdbdu\tdlo-
cation of resSurces; enlarged markets; benefits and
mbhmd&nmdhbumdm

(c) Wonld.youbeinﬁvocohComonMaMproﬂh
America? Give your reasons.
Arguments for and against trade restrictions; re-allo-
uﬂonofmcu, competition,

Explain how the Constitution protects freedom of entr-
prise and property rights.




" Educalion and produeﬁvrty, income distribution.

N

o o st - -

' Prlvate dwnenliip as a business lncentive, freedom of op-
portunity; competltlon.

. To.what extent should individuals be.free to pursue their
own economic interests?
Compeﬁtion, laissez faire vs. govenunent intervenﬁon

: To what extent does the Constitution attempt to ehrnmate
iRequalities of educatlonal opportumty and inequalities in
xncome?

-

. To what extent.- should govemment aid those who have
C e ?ben handncapped by low mcome, drscnnunation,_and the -
- lrke?

" Government's ‘r9le_in the economy; income distribution;
economic elfects of dnscmmnation

. What ‘economic conditions in Massachusetts in-the early
1780s contributed to Shays"Rebellion?
Inflation; worthless currency; debtors vs. creditors.

20. Were the condmons described above widespread through-
out:the Uhited States? Explain your answer,

21. How did Alexander: "Hamilton..p
“economic revoluuo{\ that took place several decades .
later? . :
l-lan"niltonsﬁnanualplans uf'ablullmentofﬁlllfaithin y

: tl\ecreditoftheUmtedStatesgovemmmt N

. ACTIVITIES

ot

° 1. Roundtable on' the: Constitution and h'ade Suggest a°
- . _roundtable discussion on how the. Constltutron promoted
. ’tracle Have.one pupil report on the problems of i interstate -

", trade under the Atficles of Confederation. A sécond stu-
- dent-would-survey: :Article [; Sections 8, 9and100fthe
Constitution. A third. student ‘should relate Section:8,

paragraphs 1,3, 5, 7, 10and18mtheConsutuhon'tothe‘
problem of trade. Andafourth student could do the saime .
‘for section 9, paragraphs?andé sectlon 10, paragraphs2

and 3. The'moderator could summarize the discussion. -

: ‘. ‘Founders Hall. of Fame:’ Choose five or six leaders in the

. . Constitutional Convention of 1787. Select students to

study each.leider and report on his>role in-writing the

. Constitution.

. l.erters Ask the students to imagine that they are farmers

in. western Massachusetts just before’ Shays’ ‘Rebellion..
Have khem write letters to the governor of Massachusetts,
descnbrm therr problems and asking for. help,

. lndlvidual repom Asszgn stiidents to prepare oral reports
on the: followmg topics:

The causes and consequences of ‘Shays” Rebelhon
* “Not Worth a, ,Continental”- ~Gresham's Law. .

Opportunrty ‘costs .
Scamty- The.economic problem

, Buzz leuion Dmde the class irito small groups to discuss
what they. would do.to remedy the weaknesses of. the Ar-
ticles of Confederation. As the group leaden report, the
teacher lists - their . suggestions on the. chalkboard. Uhns.
textbooks and/of the Constitution of the United States the

-class can_ fmd -out how. each weakneae was actually reme-

dred

\(n

X Table Ask tllle students to llsnn tabular form-the weak: -
nesses of“ghe Articles of Confederahon (wl\at the docu- -

 ment failed to.do) in one column, and how the Constitu-
tion remedied’ these sl\ortcommgs in‘a second columi.

7 Congreuionalcoﬁm:tteeontheNorthweetTerﬂory
Orgamzetheclassmto.a congressional comimittee consid-

: efing the Land Ordinance of 1785 to discuss the prosand” -

-cons of the sale of land‘in small parcels. On a succeeding
day, this committe€ can also consider the provisions of the
Noithwest Ordinance and “forecast” tl\eecononuc ,social,

and pollhcal resultsoflts enactment. .

8 Bulletin: boarddisplay -Appoint a-commitiee todrawup: o
e ¢ ..plans for:a a bulletin'board display on the economic provi-
sions of the U.S. Constitution, The committee should pool -
ideas before actually preparing the drsplay%

9. Gloseary Add to your- glossary brief definitions. of the
economic termis: found in- the original Constitution. .

10. Classconshtuhon “The-difficulties- ofwnhng a constitu-
txoncanbebroughthometothestudentsbyhamthem
"devise a class constitution as a special homework assign- -
ment. Discussion of. the constitittions in-class on the fol-
lowing day will shot the need for checks and balances, a
bill of rights,- a)udrcxalbranch .etc. -

1. Dramatization ‘Organize the-clasé as the Conmtuhonal
. Conventiori of 1787, Each.student takes the name Of, and ..
becomesfamxl:arwrtl\ thevremofarealdelesahebefore
playingaroleastl\atdeleytemtheclmdramnzalion
For example, Randolph introduces the Virgiriia Plan; Pat-
efson, the'New jersey Plan, and so.on: Reference: The
Greéat. Rehearsal by.Carl Van-Doren (Viking).

12. Editorlal Imagxneyourselfaneduorofanempaperm
one of the thirteen original states just beforetheadopuon
of the Constitution. Write an edrronal urging your state to
rat_xfy thenewformofgovemmt

13. You were. there: Have.the students write and:enact the '
script for a debgte on an economic issue in the Constitu-
tion (export taxes, for example), if the skit is taped, it can

beplayedbagk to the students and uied in other American
‘history classes. ,

the ground for dn T



tion;
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14. Panel discussion: Have the students impersonate Franklin,
Hamilton, Madison, Paterson, Randolph, or other dele-
gates discussing an issue involving economics at the Con-

- stitutional Convention. . -

15. Individual research: If you live in one of the original
states, investigate the campaign for ratification of the
U.S. Constitution in your-state, summarizing the argu-
ments for and against ratification by your state.

16. Filmstrip: The Constitution: The Compromises That
Made a Nation. Focusing upon the debate which resulted
in the “Great Compromise,” the film concentrates on the
personalities involved, and the need felt by the founders
for a new government if the .republic was to survive.
(Color, 2 filmstrips, 2 cassettes, teacher’s guide; Learning-

" .Corporation of America) - .

17. Simulation: “Disunia: A Simulation of the 21st Century:
Paralleling the Problems of Sovereignty in 1781-1789."

Thisgameixia_kuth’estudent_scopgwiththp:bbkmsd

the Critical Period through similar experiences.on a new

planet in the year 2087. (Time: 3 weeks; no.. of players:

25-35; 35 student guides, one teacher’s guide; Interact)

18. Cassette: You Are There. Side One: “Philadelphia, July 4,
1776.” Side Two: “Ratification of the Constitution, June 25,
1788.” CBS reporters create a sense-of “spontaneous his-
tory” by using the techniques of modem: broadcasting

Students shiare the drama- and-excitement. of these twc;

great events. (Social Studies School Service)

19. Film: Show American Revolution: The Postwar Period to
illustrate the weaknesses of the Articles of Confederation,
the movement for revision, and the calling of the Consti-

_ tutional Convention. (10 min.; Coronet.)

20. Filmstrip: Show Writing the Const:tutlon to teach the
causes of the failure of the Articles of Confederation and
" the work of the Convention. (Jam Handy.)

-~

21. Map: On an outline map of the United States, have the
students draw and label the original thirteen states, and
theclaimsofcetainofthaemtutolandswestofd\e

. Book report: Ask a student to read and report ;mMarior;
L. Starkey's A Little Rebellion (Knopf) for an account of
Sil "R I n. R ) )

. Committee report: Have a-student committee study the.
U.S. Constitution from the economic point of view, using
the following quéstions as guides:

(a) What economic conditions gave rise to particular por-
tions. of the Constitution such’'as the powers of Con-
‘gmsorqeciﬁc;dm'ofdatdoam\tlikethe

deliberations of the Philadelphia Convention?
(c)l'iowa‘nstudg\ts@ffecudtodayby&@wmof,
(gl)Whatecoi;onﬁé:dmiuandmbdom

need to know.to understand the issues at Philadelphia?

24. Problem for analysis: In The Critical Period of American
History (1888), John Fiske portrayed America under the
Articles of Confederation as a crisie-riddin country. His
contend that during the- years 1781 to 1789, some: eco-
mmisefr’able.Wl\i:llvfuw’sdoqriotllehut)ﬂ' ;
- tions as they wef:? Why?

(b) Which groups were dissatisfied? Why?'

(c) How were the Articles of Confederation a fulfillment
of the Revolution's goals?

(d) Explain why you do,-or do not; believe that the con-
-federation could:command respect neither at”home

() What were the leading accomplishments of Congress
iinder the Articles of Confederation? Its chief failures?

o
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+ and expand upon some of the economic concepts intro-
-duced earlier and.to acquaint students: with some new.

ones. After the new constitution was adopted, the United

States government had to find some source of funds to

finance its operations. One of the first acts of the new

Congmswastoenactamwﬁf i, ataxonim-
ports. Its major purpose is to raise money for the gov-
. emnment, sothetanffwmbetoohlgluhtstobeef-
. “fective. A protective tariff, on the other hand, is de

to keep foreign goods out of .the country and thus re-

lieve domestic producers from the.pressures of foreign

competition. The controversy over the tariff and other
impediments to -trade.is a -theme that runs_throughout
us. history, and the issize is-very much alive today.
Anotherrecurrmgtlmnstlutofthepd:lkdebt
—the money that the-government has borrowed. The
new United States government was faced with the prob-
Jlem of the debt, and public borrowing continues to be a
live issue in modern times, 'l'hefotmegovanmenthad

not fepaid the laige sums that the Congress and the state-

governments -had borrowed from: foreigners and from.
Americans to help finance the Revolution, New govern-

" ments ofien repudiate the debts of old ones, but Hamil-

tmwuelyurgadthatalltheolddebhbehmad.ln
spxteofthegtutcost this would show the world that
theUmtedSmawasdewmnndtoheoomﬁnmﬂy

sound; Discussing Hamilton's policy can lead to a dis- .

umonofanditmga\eral—dlevitalmleﬂucdit
plays in both domestic and intérnational affairs, the ini-
portance of establishing a good credit rating, and so on.
Perhapsmofﬁuuudmbmvs savings bonds,
and they should understand why U.S. government se-
curities are among the safest in the world.

The tax issue comes to the fore again with the whis-
‘key tax of 1791, Was the.tax really. needed. to supple-
ment the revenue tariff? Was it fair to place a tax on an
item-that was importait to-one group.of Americans?
(Thefam\ersofwawan\sylvaitm

‘What. monéy is and what form it takes
Revefmmdprotocﬂvauﬂﬂs ’

) ‘maddfﬁmktoumﬁmmmﬂt&
*~ palachians’ to-the eastern markets. Distilling the grain

into whiskey. edsed the transport problem, and as whis-
hy,dnmb:wdntagoodm;luwlntsa'hm
tax" ‘anyway1 If the students:have already learned the.
law.of desnaind they can now.again explore the impor-
hmofwy(ne'l'opa) Thetaxwenldmﬂu‘
retail price of whiskey and therefore reduce sales, for if
whiskey is not essential, it is probable that the percent-

- age drop in sales will be greater than the percentage rise

in price, Mn,dn&unandfo:wlnd&yn“c.ka )

.consequence, the fasmers would find their incomes drop- ’

ping. Therefore,- thewlmbyhxoflﬂlwafdlomd‘
by the so-called Whiskey Rebellion.. The rebellion did

notmm&omnd\,adumhadmoomcal& ’

pcuhuuﬁdmwdwﬂupeopkﬂntﬂum
mhadthemtomfometluhwandw

. colléct taxes. (Some:12,000 troops —at least for a-time

under the command-of Washington himself —were sént
toaudltl\embdhou.)AWmomlwumit
muit be-realized. that no governmeiit can be effective
nnlasuhsﬁlemtokvyandooﬂectm .

}lanﬂwnmhuddtmdbmumd‘
industry and the rieed for a balanced economy. He saw
that a one-crop or one-prodict economy is not on firm
ground and promoted the development of manufactur-
mm,amﬁh!aa&wmfammwdd
beoﬁsubyah-hhymfammfacmdm,
Note that some of the poor naticns today have a similar -
need-to:diversify.. Indeed, .there:are even-parts of the .
United States- where divéﬁdion would help to
md\eloalmmy Huiltonmduwoodthr :
comeptofm forllewedtlmmy :

R - l..»i i'l..
emmmbdkvedwﬂ!dnﬁona\dmmd
mhborfauhmbmmimpormummﬂ: i ‘
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productivity. of labor than technologxcal developments

per se.)

Stability was sorely needed in our early system of
money and banking, and Hamilton-attacked this prob-
lem throughhxsproposalforthel?irstBankofthe
United States. The bank was intended to provide a safe
currency, handle government funds and exercise a cer-
tain amount of control over smaller banks. At this point

students should understand the nature of money, and
how it functions as a medium of exchange, a standard of

value, a basis for credit, and a means wherebypeople
may defer cons‘mehon The criteria of good money
(acceptability, storability, transferability, and so on)
should be statéd and explained so that the class will be
able to evaluate the various types-of money that. were
uséd throughout U:S. history. Students should know
that a nation’s money supply must increase as the nation

-

grows and develops, but that too much money can cre-
ate a problem of inflation, while too little can lead to a
deflation. There will be plenty of opportunities to elabo-
rate on these matters throughout the course.

The development of better machines and industrial
methods hastened our economic growth, often meant
more and better goods at lower cost, and made it possi-
ble for workers to enjoy higher wages and businesses to
reap greater profits. The Constitution encouraged.they,
invention of new and -better machinery by providing
that inventors may have the exclusive use of their crea-
tions for a limited period of time. (Some feel that the
patent system is often abused today, however, and has
helped to create monopolistic control over certain prod-
ucts.) - :

DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that might be brought up in answering the questions are printed in heavy

type (boidface).

1 Whatxsanauomldebt?
Government- finance; public . borrowing: government
bonds.

(a) HowwasthedebtfaoedbyGeothalmgtonsad-

(b) Why did Alexander Hamilton insist that the ew fed-

eral government pay the debts of the revolution?
Role of credit; importance of good credit rating.

2. Why did the federal government assume the debts incurred
bythestawdmingthemohﬁm‘l
. (a) Which sections of.the new republic opposed: the as-
sumption of the states’ debts? Why?
mmhmwqu-
ulation; interest.
(b waathecontrovetsysettled?Wpdtisdnbes{
solution? Why? or Why not?
(c) Why isit important for a government (as well a an in-
- dividual) to have a good credit rating? ’
Whydxd}lamxltonumCmtodumrd\eﬁntBank

of the United States?
Function of central banks; rolto(my-\dadiththe

economy.

(a) Why was his plan opposed?-By whom?
Debtor vs. creditor interests; fears of monopoly.

(b) Explamt!npowersgnntedtotheBankofﬂnUnited
Statestoachievempmpoce

{c) Whywasaemtralbankmdedm!hel?%‘l%yn

one necessary today? .

i
o

~

-

4. Btplamwhyl’mnchntWaslmgtonsselechmofAkx
ander Hamilton as Secretary of the Treasury had a pro- -
fo‘n\dnﬁu\oeonﬁtedzvdopnmtofﬂ\em

5. (a) Whit were Hamilton's chief financial plans?
(b) Whatmd\eobpcﬁasofoppolmstoead\m‘l

’ (c)&mmnetheevndauthatﬁamﬂtmhvmeda
strong central government.
(a)l{owdndldfamsvmoﬂheComhtuhmdﬁer
ﬁomtbocofﬁamlton?

6. Slnepmundamuymbiblmlbms cattle were
used ift ancient Rome, tea in ancient China, and tobacco in
colonial Virginia. Explain' why. Would -such items be
mableawueytoday‘l&phnyouram
Criteria for good money.

(a)Whydndgoldbeoomem “international ‘money” for
. ﬂnstwofpaymbmngnahm‘l

(b)Couldmnthncothertlungoldm)ustaswdl‘l
& Why or why not?

7. Prices are elated to the amount of monéy and the quan-
htyofgooduvanhble '

(a) Howmpmaffected:fdolhrsmscarceandgoods
are abundant? .

(b) How are prices affected if dollars are abundant, and
_goods are scarce]-




[

1~

e ® Y e O

X~

LR

14

I?

.(¢) What terms do economists use to descnbe these condi-

tions?
Deflation and inflation; quanhty theory of money.

. The new federal government offered to redeem the paper

money issuéd by the Continental Congress at one cent per

dollar. Was the government justified in refusing toxedeem-,

at face_value? Explain your answer.

Currency depreciation; inflation; face value; paper money
as a promise (0 pay.

. During the-debates over Hamilton's financial plans, the

tountry gradually divided into two political parties with

(a) Name the two parties, their leaders and théir attitude
toward the interpretation of the new Constitution.

(b) Discuss the essential differences between the principles
advocated by these parties.

(c) Would you have beeti a Jeffersonian or a Hamiltonian

in the years 1789-18007 Explain your answer.
Govanmmt’srolemtlleeconomy

. (a) Why did Hamilton want to put politial power. into‘

thehandsofpeopleofwalth? :

(b) Vﬂ\atwerethebmeﬁsofﬂamdtonspmgnmtothe
farmers? To the merchants? To the manufacturers?

. What were the immediate economic effects of the Ameri-

can Revolution?

.

€

. Cartoon: Ask the students to draw a cartoon on putting

down the Whiskey Rebellion. Begin the assignment by
asking the students questions such as the following: Was
the federal government justified in cracking down on the
farmers of western Pennsylvania' who were evading the
excise tax? Was sending U.S. troops into western Pennsyl-
vamalxke‘hllmgaspndamthanm'?Wasthermkey
Rebellion really muchadoabout nothing™?

. Romduble.l-lavesevera!studentsconductammdtable

discussion of-Hamilton's financial plans. The leader out-
lines the plans, serves as moderator,.and then summarizes

" the discussion. Other members impersonaté a small farmer,

abondholder a business owner, a ship owner,-a loose
constructionist; and a strict constructionist. Questions

‘from the floor should follow the pmentahon
. -Debate: Resolved: That the Congress charter a First Bank

of the United States.

.’l.eum Askthemnbmofthedastonnag:mthatﬂwy

are living diring Washington's administration and that

- they are writing (o- their member of Consren ather to

(a) In what ways had the Revolution stimulated manu-
facturing in the United-States?

Need for economic self-sufficiency during wartime.

(b)- How did peace with Britain affect these industries?

" Competition; protectionism; economic freedom.

(c) How did Hamilton suggest that thé young republic

cope with this situation in his Report on Manufac--
tures?
Need for balanced economy and dwadﬁcation, fac-
tors affecting produ:livny technolopal -develop-
ment; patents as_incentives; protective tariffs and
revenue tariffs. -

r

' Whatnsthednffmbetwmanvenuetanffmdapro- .
tective tariff?

(a) How would you classify Hamilton‘s taﬁff.qf 17891
Why?

(b)Whyd:dthestrongestob;ecnontothetanffcm ’
from the South during the first half of the nineteenth
century?

Effedofhnlfsonhvmgcods effects on exporters.

. Wlutcvxda\oecanyoungetoslwwthatama)orobpec

tive:of the leadership of the new government inder the
Constitution was'the security of property rights and the

promotion of the capitalist system?

. Compare the action of-the federal government. during

Shays*Rebellion with its activities during the Whiskey Re-
bellion. How do you account for the differences in ap-
proach, nfany‘l

ACTIVITIES

vote for or against Hamilton’s proposed national bank. To
secure a variety of reactions, let each student choose one
of the following roles: a rich merchant, a poor cobbler, a ,
farmer, a debtor, abndgebuilder a ship owner, etc.

. Speech: Haveastudentmahaspeechmd\asﬂamlton

might ‘have made in defénse of the bank. Let a second
pupil make a reply such as Madison (Jefferson’s spokes-

‘man in_the House) might have made, See Cofmager's

Documents, nos. 93 and 94,-for the arguments of Hamil-
ton and Jefferson.

.Role-playln:htthestudmtsmpasomteagronpof

Americans discussing- Hamilton's financial plans in the
village hall. Ask the students to express the views of a
farmer deeply in debt, a veteran of the American Revolu-
tion, a banker, a housewife, a widow who owns govern-
ment bonds, etc.

. Individual reports: Asamastudenttomv&mteand ‘
. nporttothedasond\eatutudeoftheordmaryqtim»

toward taxes and taxevanondumsthefollowmgpmods

ofAnmcanhntory

-31




-

K-

Y

>Fa

c-

¥ TR

» 8 9,_.

"V 9

L

e R B, B S

» &2

The period. of salutary neglect
The years immediately preceding the American Revo-
lution
_ The Articles of Confederation - ?
The administration of George:Washington

. Political rally: Have one student represent Hamilton and
another Jefferson at an imaginary political rally dealing -

with the assumptiori of the states’ debts. After the speakers.
have concluded their debate, the audience (the-entire
class) should ask questions. The teacher should then call:
for a summary. :

-

2 Role-playillg—imwm interviews: Assign two or three

articulate students to play the roles of reporters for the Jef-
ferson Journal or the Hamilton Herald. Let them interview

pupils assigned the roles of farmers, plantation owners,

southerners, northerriers, westerners, debtors and credi-
tors, regarding the. great economic controversies of the
day such. as Hamilton's financial plans, the-purchase of
Louisiana, the.tariff, internal improvements, etc. The in-
quiring reporters should ask for.not only opinions but for
the reasons for holding such viewpoints. °

PR

. Essays: Ask the students to write a short essay on "How

Alexander-Hamilton Built a Strong Economy.”

L]
.

11. Bulletin board display: Appoint a committee to prepare a

display on various aspects of-money, including.the four
uses of money and various items used as money through-
out the ages. The display can be supplemented by stu-.
dents’ coin and money collections.

. Resource person: Invite a rbptsenlati\;e of a bank or loan.

company to speak to the class on the importance of credit
and a good credit rating in today’s economy.

3. Visit.to bank: Send a small group of s_tgdmtgvto\'isit a

commercial bank to become inforrged ‘about-its various
services. Bring back samples of deposit.slips, withdrawal
slips, loan applications,-and brochures for use in class. For
use in class.discussion of the visit, the group-might also.
prepare a table listing the services of a commercial bank.
and the legal conditions it must meet. °

. Filmstrip: A New: Nation: The Struggle to_Survive,

1789-1815 (1982). Part One covers the Genet Affair, the
Whiskey Rebellion, the cabinet. feuds between Jefferson
and Hamilton. Part Two covers 1794-1815 and takes up
the Jay Treaty, the Alien and Sedition" Acts, Jeffersons
presidency, the Louisiana Purchase, and the War of 1812.
(Color, 2 filmstrips, 2 Cassettes, teacher's:guide; Bench-
mark) ’ ) =

. Film: Show Alexander Hamilton to stress the -role of

Hamilton as a member of Washington's Cabinet and as the
author of his financial plans. (20 min.; Encyclopedia Brit-
!annica.)

. Meet the press: Seléct an articulate, well-informed student .
to represent Hamilton at a meet-the-press session in which

several other members of the class sefve as reporters.
After the role-playing has ended, ;a "ively general class\dis-

cussion should follow. '
. Mock caipaign: Divide the class into Federalists and Re-

ptiblicans and have.them conduct.the campaign of 1800.
Besides speeches and rallies, the students:might prepare
political posters, cartoons,-slogans, and songs.

. Booklel: .Coins-and- Cuirency reviews Arherican money

froqumpumto&dera“lRmvihotesandindudupho- ~
tographs of the most important and unusual coins.and
notes in our history. (Federal Rese Bank of New.York,
24 pp., 1961)

. Booklet:: 1‘h¢‘§¢ory of Money examines the evolpgion of

money, touching on topics such as barter, commodity

.oney, early types.of gold and silver money, America’s
. cqlonialap‘a?mwithmoney,andtl_\e'qlevdopumuof

fiat money. (Federal Reserve Bank of New York, 21 pp.,
1961) . .

. Film:. The Curious History of Money (1973) describes in

cartoon style the basic evolution of money from barter to

.charge cards. (16 m., 20 min.; Federal Reserve Banks of .

Cleveland and Boéton; free loan)

. SododrmAftemgasododramatonﬂd:f-

ficulties involved:in bartering goods, disctiss the folkm~

ing: o
(a) How the use of money overcomes the difficulties of
(b) The role of money in the United States economy;.
(c) 'Why a nation must have a uniform currency system;
(d)ﬂwnpn'etgiysystﬁnsei'ppbyg\kxandg}hnﬁhon
. for the United States in 1792. .

. Analysis of a speech: Analyze Washington's Farewell Ad-

dress in the light of economic and intérnational conditions
in September 1796. Then analyze the address again jn the .

light of those conditions today. Did Washington provide-

advice suitable to both periods?-Justify your answer.

. Problem for analyss: In the 19805, the American people

from those faced. during the daysof.the early. republic. .
‘acted to the following proposals widely discuseed today?
(a) A national tax on sales such as a value added tax;
(b) Reductions in social security. benefits and other social
;  benefits; . ;
{c) Federal aid to education including tuition tax credits;
(d) Federal takeover of medicaid and welfare payments; *
(€) Highest priority-on spendirig for the buildup of:na-
tional defense. e ) -
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The Growth of tho U s. Eeonomy

¥

'mucracu,cmmmumum
Econoifiic growth-and how itis measured

Gross National:Product (GNP) .
and other aggregates
» Social and private capital
»

Per capita output

Az 1 5aD been in office six .months; President
Washington set out on a tour to see at first hand how

the American economy was functioning. Among other

thmgs,hefoundavanetyoftradsandmdustnesoper-

ating in New England, observed that 110 ships and 800

sailors at the port.of Marblehead (Massachusetts) were

'engagedmﬁslung,andnotedthatourfarmprodum
- were being shipped to Europe in large amounts. Ameri-
cans were boasting of :their-prosperity, and merchants.
‘were predicting_ that Armerica would find markets for

her goods abroad as long as:foreign governments.did
not interfere in our commerce. War-in. Europe; how-
ever, threatened to change: theecononucp:cture The
undeclared naval war with. France (1798 to 1800), the
activities of the Barbary pirates, and the resumption. of
warbetweeantamandFramemlaosposedprob-
lems. At home, political parties had formed. Hamilton's
Federalists represented commerce,. mnufactunng, and
the financial interests; Jefferson’s Republicans repre-
sented the farmers and the debtors. Then; as now; there
were important economic différences betiween political

-parties.

Today, of course, the picture .is more. complex.

-Twomembersofthesamepartymayhaveecononuc
views that are poles-apart. Eighteen-year-olds now have

the right to vote. To be adequately prepared for this re-

) sponsnbﬂxtystudmtsslmﬂdnototﬂyhnowtheeconomnc
policies ‘of the candidates but-understand the implica-

tions of those policies. 'Ihysl\mldbeabletoapplythe
analytical tools of economics: to the various campaxgn
platforms and promises.

'l'helmportanceoftradewaswelhllustratedbythe:

effects of Jefferson’s embarxo The embargo was an at-
tempt to use économics:as-a polmcal “and.diplomatic
weapon. Since World:War Il we have seen occasions
when the Umted States banned trade with Comiriunist
Chmaandplacedstnctcontrolsonttademthothet
Communist nations. -An examination of such.actions
can bring tohghtmanybwcecononncfactsandpnnc:-
ples. For example, who- really pays the price? Is an em-

P

-

bargo wise? Fair? Efféctive? It-might. be-interesting:to
havethedasscomparetheOPEC (Organization of Pe-
. trolevim Exporting Countries) oil embargo of 1973—74
 with Jefferson’s embargo.
Ieffasonsembargomﬂhedmanwpercmtde-
cline in our trade, and -American mérchants protested:
while Britain still refiised to yield to U.S. demands. (Ac-
tually,theembargowashurmgtheBntlshecm
but by-the time Britain decided fo-accede to American. -
demands it was tco late to stop the war.that was about -
to-break otit between the two-nations:) The economic.
effectsofwarmxghtbestududmsomedetal using
various wars throughout our history:as examples:
TheWarolelzdndhelptospeedupthedevelop- .
mmtofmdustrymtheUmtedStates for. the-country
was.forced to- build its:own factories because.the war
prevmhednomultrademthﬁurope Afterthewar,
therewasafeelmgofumtymtanmudStata anda
comemforeconomxcgrowth A protective tariff was
placed nponEuropanmanufactum and tariffs have
-.been a:source of ‘confiict ever-gince. A second Bank ‘of
tlemtedStatawasestabhsl\ed and Heny Claypro-
posedthatwebmldroadsandcanalstoumteallsec-
honsofthecountryandfaahtatetheﬂowofgoods
Mmportameofaphlgoods(eg machinés,
factones, tools)-can be illustrated here, -for- théy -are
neededtoyrodtmod\a'goodsandm In addition:
topnvatelyowudcapmlgoods such as-a Genera):
Motors plant, we need social capital (sometimnes called
soaaloverlmdcamtal)‘ﬁodalcapltalrefmtomd\. -
thirigs as roads, bridges, poits, and communication and
transportation’. facilities, that are publicly-owned. They
are;necéssities, butbeamedteyarerarelyaproﬁhble

1 Tmtomblmbmiummdtord«tomw
ofcaplwnmmmwodubcmmmmw i‘s., pu -
" Jicly owned. Infrastructure is’ really a.somewhat.broader term,
however, 1of. it includes pﬂvmiy owned railroads, communics:
‘fion facumu, and the like, as well as those which are pwlcly

N !
#»
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enterprises they must often be provided by government
There has always been disagreement about what should
be privately owned and what should be operated by
government.

The topic of growth is a vital one, andit has be-
come controversial. A nation is growing economically
when it produces more goods and services each year,
when business expands, and when job opportunities in-
crease. Some have opposed growth or growth in partic-
ular sections of the economy on the ground that growth
brings the problem of pollution or the undue depletion
of natural resources. Most economists would argue,

however, that a growing economy can help to give us

the resources needed to cope with such problems asen-
vironmental decay and poverty.

Everyone should understand the meaning of GNP
(Gross National Product), the most commonly used

measure of a nation’s economic performance. The GNP
indicates, usually in terms of current dollars, the money

value of all the final products (goods‘and services) pro-
duced during the year. Because prices change, however,
the GNP.is often adjusted and expressed in “constant
dollars” in order not to confuse the effects of a change in

" prices with a ‘real change in thé'amounts actually pro-

duced. The Depaitment of Commerce, which estimates

the GNP, -makes-aseries of detailed calculations that re-

sult in a kind of price index called the implicit GNP de-
flator.

In 1982 the' GNP deflator was 207 Since, for this
index 1972 =100, the figure of 207 indicated that prices
in general were about double their 1972 level. The GNP
before adjustment for prices, was $3.06 trillion in early
1982, as compared with $1.19 trillion in 1972 —or about
2.6 times greater..But mos? of this increase was the re-
sult of higher prices, as is shown by the following calcu-
lation. Divide the 1982 GNP in current dollars ($3.06
trillion) by the GNP deflator for-that year (207}, and
multiply the result by 100. This gives a constant-dollar

GNP of $1.48 trillion. In other words, $1.48 trillion is
what the GNP would have been in 1982 if prices had not .

risen since 1972. Now we have a more accurate:picture
of the growth of the national output, for real output in
1982 was only 1.24 times the 1972 figure, not about 2.6
times. GNP figures— dollar amounts and percent changes
— are often cited in newspapers and magazines, and one
must be: careful to notice whether the figures cited are
given in current or in constant prices.

Do not.confuse the GNP deflator with the Con-
sumer Price Index (CPI). The latter is an index of the
prices of goods and services purchased by typical urban

2. ACPi that stands at 295 today, for exampie, indicates that it now
costs about $295 to purchase the same amount of goods and

services that one could obtain for $100 in 1967. If the CPlis ~

\

. N _ _ .

households;? the former covers all-items counted in the -
GNP, which includes purchases by consumers plus those
made by business, nonprofit organizations, government
at all levels, and also net exports. Furthermore, the two -
indexes do not always have the same base period. In-
1983-the CPI-had 1967 as the base year, while the GNP
deflator had 1972.

There is still another refinement that ought to be
made besides adjusting for price change when growth in
a-nation’s GNP is being measured. That refinement is'to
adjust for changes—usually increases—in population. *
Should, for example, population grow as:fast as GNP,
no growth irr the nation’s level of living would occur,
because no one's share of the goods and services being
produced could—on average—increase. Adjusting for
population change helps one to see whether GNP:is in-
creasing fast enough to improve the level of living and
also helps to give truer results when comparisons of eco-
noric progress among countries-are made.

Our previously calculated figures showed that real
GNP increased 24 percent between 1972 and 1982. Pop-
ulation in that period rose about.11 percent. These ﬁg-

ures imply that per capita GNP increased some 13 per-— -

cent. That is, 11 percent of. GNP growth went to “feed:
more mouths,” so to speak, and:13 percent went to im-
prove the average individual's level of living. From the
13 percent it can further be calculated that the average .
American’s level of living improved about 1%-percent -
a year from 1972 to 1982. - .o

If time permits, the class can take up the study of
the other aggregates associated with the calculations
made to arrive at GNP or per capita GNP. These in-
clude Net National Product (NNP); National Income
(NI), Personal Income (PI), and Disposable Personal In-
come (DPI). The Net National Product is simply GNP
minus the value of capital goods that havé fully depreci-
ated, becomie obsolete, or been destroyed. This calcula-
tion subtracts from current output the capital goods be- .
ing produced in order to replace those no longer useful;
it gives us ameasure of the value of new.additions to the
stock of capital goods plus those goods.and services
available for consumption. The National.Income figure
is a measure. of the amounts paid to the factors.of pro-
duction (land, labor, and capital. goods) that have been
employed to produce the GNP. It is the sum of corporate:
profits, the income of noncorporite business, wages and:
salaries, rents, and interest payments (excluding interest
on govemment debt). I a sense, the NI tells us what a -

!

rising faster- than your monay income, your real income is actu -
ally falling because you can buy fewer goods and services with
it. (The foregoing assumes that you are a “typical” urban con-
sumer.and normally buy the kinds and amounts of goods and
services priced in the CPI.)
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nation pays out to itself to produce the GNP.? Personal
income is a measure of the current income received by

" people, regardless of the source of that income. Thus, in .
addition to earned income (such as wages, salaries, in-

terest, rents received, etc.)-Pl includes transfer payments
—uneinployment compensation, old age benefits, relief
payments, financial aid to veterans, and the like. Trans-
fer payments are notincluded in the NI because they do
not represent payments that add to the nation’s output
of goods and serviges; they are simply transfers of earn-
ings from one pocket to another, so to speak. Disposable
Personal Incomie tells us how much income people actu-
ally have availa:ble to spend or to save. It is the amount
people have left after they have paid social security
taxes, personal income taxes, estate, gift, and personal
property taxes, and certain fees paid to governments.

Each of the aggregates that is part of the GNP ac-
counts has its uses, and each is usually expressed in cur-
rent dollars. (For further information, see any standard
introductory college textbook on the principles of eco-
nomics.) A great many of these aggregates can be de-
flated in a manner similar to that used to deflate the
GNP.¢

—

Economic concepts, ideas, etc., that might be brought up in answering the questions are printed in-heavy-

type (boldface).

1. Why did President Jefferson declare an embargo cutting
off trade with Europe, even though a flourishing trade was
vital to the Arherican economy?

Economics as a political weapon; importance of trade.
S .

(a) Why did the embargo cause prices of certain com-
modities in the U.S. to change? A
Supply and demand; imports and exports; foreign and

- domeshc markets. .

(b) Why were many important people opposed to Jeffer-
son's embargo and "Mr Madison's War” (the War of
1812)7

Impact of the embargo on various sectors of the econ-’

omy.

. How did the War of 1812 affect different.regions of the
United States?

3. Unfortunately, the term National Income,is sometimes care-
Jessly used as a synonym for GNP. However, NI will always be a
smaller figure than GNP because of (1) the deductions made
from GNP to arrive at.NNP, and (2) some adjustments that are
made to NNP to afrive at NI.

. Use of the coricept called Gross Domestic.Product, or GDP, is
becorning more common. GDP is a measure of the market value
of final goods and seivices produced within a country and ex
cludes intérnational flows of income.

Some important prerequisites that enable sustain
economic growth to take place include political stability,
a.unified system of money and bankmg, the wise use of -
natural resources, technological progress, education, a
willingness to work and to produce, and freedom of trade
and commerce. Most countries want économic growth
in order to provide their people with a higher level of
living and to attain or maintain economic strength.
Most economists approve of economic growth, for they
believe it means.more jobs, a greater amount and vari-
ety of goods and services, and more resources with
which to combat probiems such as poverty, slum condi-
tions, inadéquate transportation, and pollution. There
is disagreement, however, over what the proper-rate of
growth is for particular-countries and how that growth
should be achieved. At one énd. of the spéctrum, some

Americans believe that an adequate growth rate can be -

achieved with a minimum amount of government inter-
ference in the economy; at the other end some feel that-
the government has an obligation to provide direction —~
even control.

DISCUSSION QUESTIONS [\ |

-

(a) Why were the ;;eople west of the Alle?ghenies more in-
terested in-territorial expansion than the people of
New England before the War of 18127

* (b) Why did the majority of the people of the South and-
the West favor the war?

(c) Why did New England oppose it? What effect did it
have on the New England economy? )
Agriculture vs. commercial and manufacturing in-
terests; economic effects of war; industrial develop-
ment.

I3

3. What i is meant by “social capital"?:

.(a) What are some of the things that you have used, seen,
" or read about which could be called social capital? -

(b) Explam why each item you mentioned is not usually
privately owned
4. At national Democratic conventions orators often refer.to
the party’s “greats,” starting with Jefferson or Jackson.

(a) On what economic issues did the leading political par-
ties.differ a century ago?

(b) On what economic issues do they differ today?

(c) Why is it so important that teenagers be mformed on
economic issues today? N




’

Conflicting interests of various economic groups; gov-
ernment's role in the economy; monetary and fiscal
policies; trade: policies; policies toward labor and
management. ‘ )

5. Economists speak of the GNP and its “cousins”—NNP, NI,
Pl, and DPL

(a) What is measured by a cotintry’s Gross Natnonal Prod-
uct (GNP)? '

(b) Why are economists so 'interested in the size-of the
GNP?
~Economic growth and development .measuring eco--
nomic performance.

(c) Why must the GNP be expressed in constant as well as
N current dollars? . . s
‘Real growth; inflation. ’

(d) What do NNP, NI, PI, and DPI measure? Why' are
they: useful?

¥ s

6. What is meant'by per capita output?

Output per person; economic growth and population,

(a) How did Eli Whntneys cotton gin increase per capita- -

output?
Technological mnovaﬁons and mcreased output per
- worker per ‘unit of time., AN

(b) Explain the connection between productxvxty and per’

capita output.
Output per worker-hour; producu\ity and economic
growth

\

7. Compare the effects of the'War of 1812 1 'th-;h of the

Amencan Revolution on Ame

(a) How did the British attemipt to. regain the American
. market after the War of 18127

{b) How did the United States attempt to meet this chal-
lenge?
Economic self-sufficiency; internal economic mtegra-
tion; trade; protectionism.

8. Explain the main features of Henry Clay’s American Sys-

tem. -
Econommic self-sufficiency; tanffs social capital; mtemal
economic integration.

-

(a) How wasthe Américan System expected to hasten ouf
economic growth?

&

(b) How would you evaluate the American System?

. What is meant by “economic growth"?

(a) How.is economic growth measured?
GNP, NNP, NI, P, DPI;:per capita GNP; constant
dollars; real growth.

(b) Why does every nation want rapid economic gxowth?
_ Standards -of living; job -opportunities; economic -
strength; use of mcreased resources. to .combat eco-
nomic ills; .

. What economic, polmcal and sagial conditions are needed

if a country isto enjoy rapid and sustained economic™
growth?

(a) How did the federal gov;m‘ment try to enoourage eco-
nomic growth after the War of 18127

(b) How does it try-to encourage growth today?

11. (a) Why: was-the United States interested in"buying the -

Louisiana Territory? Why was Napoleon' willing. to
sell?

{ Economic self-sufficiency; intemationaltrade oppor-

'hlnity costs.

(b) What was the effect of the purchase of Louisiana on
the size of the:United States? Party politics? Agncul-
ture? Relatxons with France? .

*(€) What economic advantages to the Umted Sta!es did
-Lewis cite in his report to President Jefferson after the
Lewis and Clark expedition?

Productive resources; economic growth.

12. (a) After the War of 1812, what part did govemxnent play

in the expansion of the American economy?
Internal improvements. ~

(b) A’Ewhatlevelsofgovemnentwasa‘ssistaméprovided‘l

\ Federal, state, and local:.

13. Compau the OPEC oil. embargo of 1973-74 with

Jefferton’s embargo as to (a) purpose, and (b) effective-

ness y ,

+ 14. Both GDP an GltIPareusedtomeasuretheamountof

everything pr ced in a given country during a.given
period of time, H do they differ?

o

'ACTIVITJES

1. News story: Write an account of the Louisiana Purchase'

for a local newspaper in New .England. Stress the eco-
nomic benefits that the nation, including New -England,
will derive from the purchase.

2. Editorials: Write brief contrasting editorials on the em-

bargo for a New England Federalist newspaper and for a
,Virginia paper favorable to Jefferson, - s

3. Panel discussion: Appomt a panel of th e students and a

moderator to study the War of 1812. Assigq the fifst stu-
dent to investigate the causes, the second the.state of the




Américan economy during the war, and the third the eco-
nomic results of the war. After {he panelists: have given
" their findings, ask the moderator to'lead a discussion on
. the wisdom of the embargo and the declaration of war.

. Debate: Resoived: That internal improvements be under-
taken and paid for by the Federal government.

5. Dramatization:.Plan a class dramatxzatlon of .the high-
lights of the contribution of-Eli Whitney to the mass pro-
duction of guns. Assign a committee to research the nature
of standardization of parts as well as mass production and
its economic advantages before the class writes the script.

. Inquiryusingxeliefmap With-the use of a relief map of
the United States, have the class. discuss the geographic
location of key industries in the first half of the nineteenth
century. Factors mentioned should includé transportation
facilities, access to raw materials, markets, water supply,
power, available labor, climate, etc. Students. should
check with an economic history book to see whether or
not their analyses were correct.

. Drawings or models of early inventions: Have students in-
terested in drawing or making things construct models of
early inventions. A display can be set up, and the model
makers can be given an opportunity to explain how thein-

-ventions worked and contributed to our economy

. Filming a field trip: Suggest the use of a home movie or. TV
camera to film a field trip to a place of historic interest or
to a local factory. Recording the.event on film or video-
tape enhances the benefits.of a field trip by extending the
experience to other classes. The filming also records high-
lights for later dxscussnon in class.

. Ideas of early economists: Using Robert L. Heilbroner's
The Wordly Philosophers as a source, have selected stu-

-dents deliver short reports on the contributions of leading
early economists (Adam Smith, David-Ricardo, Thomas
Malthus, and John Stuart Mill) qn the development of the
main concepts of capitalism (private property, individual
initiative, the profit system, and competition).

. Graphs: Consilt the statistical appendix to the Council of
Economic Advisers’ annual Economic Report to the Presi-
dent or any other available source for the latest figures on-
the GNP. Using these figures, construct a pie chart show-

ing t the growth of our total population and the growth of
GNP, 1790-1860. Probably the most convenient source of
the data is the latest edition of the Statistical Abstract of
the Umted States, published by the Bureau of the Census.

. Special research‘t'opics: Ask a student to investigate one of

the following topics:

Gallatms policy as Secretary of the Treasury
Clay's American System

Early turnpikes (toll roads)

The building of the Erie Canal

. l.etters, Have the students consult their textbooks and ref-

erence books, and then write: ‘personal letters to friends
descnb.ng one of the following imaginary experiences:

A trip west on the Cumberland Road

A trip west on the Esie Canal

A visit toanearlyNewEnglandnull town
A visit to a Southern plantation -

15. Map of eariy transportation routes (1816-40): On an:.out-

Jine map of'the United States, mark: the water and land

.routes to the West. Include the Old deemees Road,
Cumberland Road, :Forbes Road, Genesee Road, Oreégon -
Trail, Santa Fe Trail, Erie. Canal. Consult Hnstoncal Atlas
of the United:States.

16. Headlines: Explain how each of the following headlines in-,

dicates that some Federalist ldeas survived the existence of
the Federalist Party
Second Bank of United States Chartered
First Protectxve Tariff Passed
National Road Under Construction at - Federal Ex-
- pense

17. Cartoons: Draw a cartoon about Clay's American System,

illustrating how the three sections (North, South, West),

and the nation as a whole, were expected to benefit from
* Clay's ideas. Use arrows to indicate the flow of trade from

section to section xf a map is part of your cartoon,

'

18. Oral reports: Assign-oral reports on the following topics: .

"Economié conditions in the United States in1816
Clay’s Amencan System
The canal-building era:
Internal improvements

[

ing the percentage of total annual expenditures accounted
for by consumer spending, business spending, and govern-
ment spending. Compare the GNP for the current year
with the GNP of previous years in constant dollars by
constructing a line graph, using intervals of 5 or 10 years.
Theline graph wnll indicate the country’s economic growth.

. Film: Use-a film such as Flatboatmen of the Frontier to
show how early settlers in Ohio depended on water:trans-
portation. (11 min.; Encyclopedia Britannica)

. Graph: Using 10-year intervals, beginning with'the first
census —that of 1790 construct a bar or line graph show-

John Jacob:Astor

John Marshalls “economic” court decisions
Federalist ideas. that survived the Federalist Party
Early Amencan inventions

The Hartford Conventwn

?

19, Tape recordln; ‘Havé studentl prepare a tape recording

on"I'heEcononuc Growth of the Early Republic,” which
.can later be played back to the class for review. The ma-
terial héard might include Hamilton pleased with the suc-
cess of his financial plans, Lewis and Clark-on the possibil-
ities of the Louisiana Temtory, a summary of the Census

Report of 1810, a description of the new nationalism after
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the War of.1812, the voices of fravelers along the National
Road or on the Erie Canal.

20. Then-now: How many of the following “persistent eco-

nomic questions” of the early republic are°with us yet?
Why'l )
Should the federal government raise or lower tanff
rates? .
What kinds of excise, taxes should the federal govern-
ment levy? ;
What action should: the United States take with re-
spect to the natiopal debt? .
Should the federal government build'national roads
. with federal funds?

21. ‘Now-then: Have the students investigate. a current na-

tional economic controversy dealing with taxes, ‘tariffs,

federal expenditures for the general welfare, etc., by read-
ing newspapers or magazmes listening to radio; or view-
ing television programs. Then assign the class the task of
-finding earlier counterparts to the:modern: probles as
presented in their text or other reference. matenals

. Map: Ask the students to draw. the boundaries of the Loui-
siana Purchase and to indicate the route of the Lewis and'
Clark expedition-on-an outline map of the United States.

. Pictorial hktory Students can visualize and often obtain
deeper insights into American history via paintings, draw-

- ings, and photographs. A number of pictofial histories are

particularly-helpful for this.purpose; e.g.: v
Mitchell Wilson, American Science and Invention: A
Pictorial History (Simon and Schuster)
James Truslow Adams, Album of American History,
Vols. 1 and 2'(Scribner)
Ralph H. Gabriel, Pageant of America, Vols. 6 and 8
(Yale University Press)
Herbert Butterfield, The American Past (Snmon and
" Schuster). L &
. Film: Industrial Revolution: Bcgc‘vmings in the United
States describes industrial progresé from the first thread
mill in 1791 to the expansion of the railroads. It illustrates

how industrialization brought about the Tise of big cities, '
= and the decline of the agricultural econdmy. (Color, 23

" min,, guide; Encycloped:a Bntannica)

£

s

« 35..Game: "ECON/GNP.” This comiputer-assisted game simu-
lates the U.S, economy. Decisions are made which affect *
the productive capacity of the country. (Time: 1-2 hours; s

no. of players: 2-10; Digital Equipment Corporation)

26. Game: “National Economy.™ The purpose of the game is to

aid understanding Sf the relationships between growth, in-
flation, national income, and unemployment. It also
shows how activity in different kinds of industrics can
“Have different-effects on the economy. Participans role- -
play representatives of the business community on an eco-
nomic policy comsittee, separated-into three industrial
groups producing staple consumer products, luxury goods,
and producer goods. They must decide on the yearly level
of investment in each of these sectors. Their objectives are
to maintain full employment without inflation and to pro-

mote orderly growth in the economy. (Time: 2-5 hours;

teams of six; Didactic Systems, Inc.) *

. Flm: Saga,of ‘the Erie Canal recreates the period during

which the Erie Canal was constructed {Color, 11 min.;
Coronet Films)

. Flm: America: Thelandumlettendaﬁutownm- »

ords, andothersourcestorecmtethehveoofpnonem

'whomadethelrwaythroud\theCumberldeep

(Color, 24 min.; Xerox)

. Film: Frontier Experience depicts:the dangers, loneliness;

and hardships of pioneer life on the frontier.. (Color, 25

min,; Léamins Corporation of‘An'ielica)'
\ Problemforunlydo lnlazsﬁ\ecompleuonofdn&ie

CanalmNewYorkSute,whichlinkedtheHvdnonRiver
atAlbanytohkeErieatBufhlo redwedtheoootof
transportation .from $100' per ton to $8 per ton. Soon
.after, productivity (output per worker-hour) began to rise
in manufacturing, too..

(a) Why -do specialization and division. of labor cause

production per worker to rise?
(b)Whatioﬂtereloﬁomhipbetweenthenuofthe
market and specialization? | -
(c), How does specialization lead to-the development of
new technology?
s(d) Is specialization .a basic requirement for economic
growth? Explain your answer: -

A




- election to.the pmxdency 1828; greater specialization:
developed i the United Sfates, The various regions con- -

&

-repay the $7 million c
_sippi steamboats rea

. Topic 6 I
Thg/;gg',of Jackson

EMFMMWNW
‘> The Second Bank of the Unitad States

» Central banking

»> thctions of banks and central banks
> Economic impact of Gibbons v. Ogden

<

P EW AMERICAN PRESIDENTS have been as colorful as An-
drew Jackson. He was the first president.to be born in,

_poverty. At the age of 14 he fought the British (neemng .
a nasty scalp, wound from a British officer's sword), He
killed “the best pistol-shot in 'I'enneuee" (Charles Dick- -

inson) formakmgumlhngmmrknboutMn Jackson,
He tackled economic issues with the same bullish deter-
mination- that typified: ‘his pproach to personal feuds,
warfare, and political conflic

Between the end of War of 1812 and Jackson's

centrated on producing those things for which they were
best suited, and. the ise.¢f steamboats on rivers as well

as'the building of canal$-and.roads. helped 'to increase

trade among the regions| The importance of these devel-
opments is shown by
freight rates to drop to.p percent of their former levels,
that withir¢ twelve yeard the canal had earned enough to
% of building it,? and that Missis-
their destiriations fous times
faster than could ba

the Supreme Court nullified the monopoly' that New

York State had given tonne.company to operate steami--

boats on New: York . waterways (Gibbons-v.. Ogden).

“Thus, competition-was encouraged by federal court ac-

tion. Earlier, in the Dartmouth College case of 1819, the
Supreme Court declared that a pnvate charter-is a con-
tract that cannot be changed by a state. This proved to
be a boon to business, for it would mean that the char-
ters of pnv?/te corporations were protected by the con- .-
tract cla
corporatnonf was lmuted which encouraged: business
growth butialso led to abuses of corporate. privileges.

From _Ellﬁ‘pﬂ

1. Note. )
dismal failures.

- Tk—o

LY
s . -

and the Dartmouth College cases

fact that the Erie Canal caused

_propelled by hand or ammbal -

of the Constitution. Thus, state cont:ol over
p\Qon, the study-of U.S. history demands -

r tha{ many other canal-buik:ﬁng projects were

¢

close attention to the actions’ of the state and federal
cocrtstoseehowdmrdemomaffedgdtheeconomy

One value question. that arises here, of course,.is
theextenttowhxchgommtcanorshouldconuol
private businpss.. Anotl\eristlnquestm&theprope
roleofthefedenlgovemmtinprowdmfundsfor
various improvements in public facilities. ‘Jackson's veto
oftheMaywnlleRo.dbillinl&llhouldmakeagood

.case study. (Tantalizing question: How doés one explain

the veto in view of Jackson's general support of internal
m\pmvmuandhiupprovdof&nCwnber!deoad
bill just a few days later?) -

Two of the most exciting events of]acksonsadmin-
istration involved the tariff laws of 1828 and 1832, and
thecharteringoftheSecondBankoftheUmtedSum

“The students should understand whythe South o bit-
. terly opposed a tariff (Jackson's threat to spread b blood

all.over South Carolifla, and -congressional modifica-
tions of the tariff, prevented a civil war), and whymany
sthchedudumtheiuue (What ‘economic factors *
caused Northerners who earlier opposed tariffs to change
position and- support the levies .in the 1830s, -while
Southerners switched ‘from. approval .to disapproval?
And in-more recent tiines; whydidsommdustﬁumd
labor organizations that strongly supportedifree trade
lmmediately after World War Il favor trade mtdcﬁom
mthelM?thchudeu nght"ineachcase?)’

.
Vo H

To UNDERSTAND JAcnou’s “war’ wnth“the Second Bank,-
students must know about the functxons of banks.in
genenlandthemleofqmtnlbanhinpartiadu A

 -brief history ofbanking will help. It should inclide the s

" development of paper money (goldsmith's.notes, cur-
rency issued by banks early in-this country’s hhtory,
and 30 on), the functions of bianks as safekeepers of

valuablesandaslmdmofmomy theuseofcheclu

2. Be sure that an vbws are fairly. roprmntod in these wnpomm
controversies.

°




and the importance of reserves. It is up to the teacher to
. decide whether, or not the class is ready to learn how
banks créate money through bank credit expansion and
how the Federal Reserve System controls this power of
the commercial banking system.* Whether or not they
know how it is done,.however, the students should real-
ize that banks do create money, that checks serve as
money in our economy, that “checkbook money” (de-
mand deposits) makes up about three-fourths and cur-
rency about one-fourth of the money supply in its most
narrow sense (M-1), and that the money supply can ex-
pand and contract. R
The powers and functions of the Fedetpl/a .eserve
System can be compared with those of the Second Bank
of the United States. Some of the criticisms leveled at
the Second Bank were very similar to criticisms of the
Fed that we hear today. Some charged that the Second
Bank kept interest rates too high, and the same charges
-are made today whenever the Fed takes actions that'have
the effect of rajsing interest Tates.'Some did not like the
idea that s powerful an institution as the Second Bank

°

3 5.

‘you .

9 .

<

was not under direct control of the administration, and’
there are some today who feel that the Federal Reserve

* should not be mdependent of the presxdency

When Jackson vetoed the bill to recharter the Se:-
ond Bank of the United States,. its director, Nicholas
Biddle, called in loans from smaller banks. These banks,
in turn, had to call in loans they had extended. Unable
to raise the money quickly, many businesses that had
borrowed from banks failed, and the country went into
a recession known as Biddle's Panic (1823). When one
group threatened to camp-in the Capntol until the bank
was rechartered, Jackson warned them: . . . I will hang
. ..on gallows higher than Haman" That ended the
protest, the Second Bank.of the United States went out

.of existence, and the nation’s banking system started to
-head for chaos. With nc.central bank ift control, many
_banks extended loans too freely and issued too much

paper money. People lost confidence in banks and in-
paper mone€y, and another panic occurred in 1837, That
era of “wildcat banking” clearly illustrates the impor-
tance of a stable system of money and banks.*

17

DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that mlght be brought up in answering the questuons are printed in heavy

type (boldface)

1. Why is the protective tariff often a “local issue™?
Free trade vs. protection; effects of tariffs effects of for-
eign competihpn

(a) Why did Southern support for a protective tariff in
1816 turn to strong opposition in 1828 and after? |

(b) tHow wis the tariff controversy of 1832-33 finally set-
tled? Was this a wise solution? s .

v

. What'role do banks perform in our gconomy?
Money and credit; savings; economic growth specializa-
tion and exchange, trade.

(a) Why was there little need for banks in early frontier
days? Why did the need arise later?

(b) In what way is banking a business enterprise?

{c) How does a commercial bank differ from a savings '
bank? ~

@
. ~

-
»

3. Consult a standard coliege textbook on-the principles of eco-
. nomics (sections on money; credit, and banking) for an explana.
tion of the money-creating process and the role of the “Fed'’ as
the nation’s central bank. See George R. Taylor, Jackson vs.
Biddle’s Bank: The Struggle Oyer the Second Bank of the United
States, 2nd ed. (Lexington, Mass.: Heath, 1972), for a qetailed
account of that bank controvetsy and its implications.

*

-

Use of chedu creation of money by banks; uvinp
safekeeping

-

. Compare the Second Bank of the Umted States (1816-36)
with the first (1791-1811)
Central banking; govemment and the banking ‘system;’
monetary subility

4. The Second 3ank of the United States has been called our

first central bank.” .

(a\)° WEat is-a central bank? Why are central banks con-
sidéred to be necessary?
Money and credit, monetary stability; banks and
businesses.

(b) How do central banks control other banks? B
Bank reserves; credit expansion and contraction; in-
terest rate changes,

3
v

4; Note, | however, that the banking crisis was not the only cause of
the panic of 1837 and the ensuing’ dopression The price of cot-’
101 in the London market dropped, making it hard for Southern
planters to meet'their expenses and 10 repay loans. Land valués

dropped. Grain crops failed because of poor weather, atfecting "

the railroad and shipping industries as well as the farmers. Rail-
road building had declined in 1836, and money invested in west-
o ern lands and urban real estate had failed to yield quick proms

&

¢
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(©) Should central -banks have the-power to. control the -
-~ operations of local banks? Explain.
i Rzguhtion of money supply.

5. D:d Iacksons dec;snon to abohsh the Second Bank-of. the
United States retard or éncourage American economic de-
velopment? Explain your.answer:

Roleofmtnlbanks effecbofexpunionandcontncﬁon
oftlumomympplyontheeconomy,impomofuni-

e fomandstablecurmy

[

6. H6wxsntposs1bleforabanktousentsdeposxtsasameans
ofcreahng cred:t for the-use of borfowers?’
. Momycnuﬁonthmhbankcedltexpmdon
"(a) Whydoloansanddcpoatsofthebanhngsystemex-
+ pand and. contract.together? '
(b) Whatarethehnutsofthelendmgpowerofthebmk
mgsystem?
Roleoflegalmervenqtﬂmts

AR

7. D:dthePnrstandSecondBanksoftheUmtedStateshavea

‘healthy influence on Amencan fmanual development? Ex-
plain your. answer. -
Central banldng, money ; and: credit expamion, effects of
overissuing paper\

[ Y

2 &

8. Whatnsmeantbya ﬁnancnalpamc‘"l
Money,banking,cndntmdtl\dreffecbupontheecon—
omy,bminusnmsionsanddepmsiom

(a) Why were siich panics likely to follow penods of spec-
ulation and easy credit?

(b). What causéd.the Panic: of 18377 What were the out-
.comes? ® .

1

9. Explamtherolesofnversteamboats,theEneCaml and

i

the railroads in the economic growth of the United States
between theWaroflmandtheendoﬂheMeoL]ack-
* SOn:

' 'l'echnology impomnoeoftrmspottaﬁonudoomm!- “

" cations; - specialization.ind’ mhanaa national economic '
uniﬁaﬁon . .
@ - »
10. The decmons of Supreme Court Justice ]ohn Marshall:ré-
flected the nationalism of the period, and many dealtwith °
‘econofic: iuueanhat were the economic effects of Mc-
Cullochv. Maryland bebons v. Ogdcn Dartmouth Col-
lege case?:

Roguhﬁonofbnnkh&ﬂatemdfed«aleomols intér-

" staté-commerce; monopoly; corporations.

e PO

The'U.S. govemmem has given mb-in-and" to states
for. highway construction .and other purposes. Is.it a
- proper functnon of the federal government to- provide
funds for various intrastate- 1mpmvemu7 ‘Justify your
v’ answer P
Social capital; government’s role htln economy

!

14.

18

12 ‘Explain the populanty of federal and staté “users’ fees' for

the maintenance of l'nghways
@

13. Why has the Age of Jackson been called "thegoldenaseo£
‘ theentrepmeurandsuullcapntahst 7 ?
Rolé of the eritrepreneur; large vs..small business,

'Promtheﬁrstdaysoftherepubhclheroleofsovunmt
in.the economy has béen a: sub)ect of public. debate Ex-
:plam

‘Deastons of state and federal courts can profoundly affect
he economy.

(a) In.what way caiv éouit de'cisions affect the economy?”

(b) To.what extent should the courts have: the:power.to
: affecttheeconomy?Defendyouranmu S

-

Andrewlacksongam]lymppomdmtumlm
mtspulforbytlnnahaulgomtt Yet.afew
daysafutvetmtl\eMaysvﬂleRoadbeapptowdthe
lebelmdkoadbillﬁowanﬁmbeetphind‘l
Wst&h&emy‘mo‘m
'poﬁﬁdnmdcmdvo,whomsfwm
um:ndwbobemﬁb. o

3

17. (a) WhatnponoftheUmhedStamwasbeﬂmwto‘be

16.

-

(b) Howd:dthemeofthefactorysyuem,t!nmm

* o immigration, and new:transportation systems such as.

thera:lroadsandwulsaffedeoonomacﬁmym
somecmsandtowm'l

{c)- Howwaﬁwappeamofﬂ\eutydnngadbym . N
tnahuhon‘l s

(d)Whatemmscandsooalproblcnudevelopedasa 4

mnltofmdustmhnt:on?

probﬁu, ctimc .
[

‘18, TheAaeof]acksonmmmdﬁtebegmmnssofﬂnm
. trulrevoluuoninAnmu .

(a) How did mdustmlinhon affect agriculture?

(b)Whydxdskiﬂedandumkﬂledworkmtrytofom>
- umonsintheAseof]achon? .

(c) What. dnfﬁcnltlwdld the eaily unions encoum?

()} Whatmmnﬁc social; andmaphwfactonmﬁe
ponibletl\enpxdriseofmtil‘factommNewEn-‘
gandt

© (e) WhydxdtheSouthm\cefewereconomscdmw:
thantl\eothenectimbetwetnlszsmm

i
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. Motivation for‘study of banking:. Build interest in bank-

ing by.readmg excerpts to the class. from Put That Dyst
Back®y Bruce G. Mortimer. This book contains a colléc-
tion of interesting, often humoréus,- anecdotes and stories

*. about banks and banking. -
. Materials on banking: W[itg-tc;»the publications_or re-

search department of the Federal Reserve Bank of your
district for publications on-money and banking useful to,
your classes. Two of the best:are:

Keeping Our Money Healthy, Fedual Reserve Bank
of New York.

The.Story of Checks, FederaleerveBankofNew
York.

°

.Rh\di\;idﬁafmurchpioiects:Askim‘lividualstudént‘stodo

research and report to the class on one of the following re-

form movements: R .
The-antislavery movement
¢" “Ideal” of “utopian” communities .
Early trade unions
Waltham System
Opposition to child labor in: nme,tcenth oentury fac-
tones

. Debate: Resolved: That rechartering tl)e Second Bank of

the United States is essential to the economic development-
of the nation. -

. Reports on the history of banking in the United States:
" Have individual students prepare oral or written reports

on topics dealing with the history of banking:
Hamilton'’s United States Bank: organization, pur-
poses, accomplishments
.Andrew Jackson and the Second United States Bank
Nicholas Biddle: his .personality .and accomplish-
ments
*  Wildcat banking: thc need for barking controls

The independent Treéasury system: its orgamzahon
and accomplishments )

. Speaker: Invxteaiocalbankertospuk;oyourda?ion
‘the banking business, especially the loan function and

check-clearing featufes, and the banker's view of the role:
of banks in the Amencan economy.

. Panel discussion: Askasnallcomnutbeetonadtothe

class and discuss the apphcauonof the provisions of. Arti-
cle I, Section 8, Clause 3, of the Constitution of the United
States, which gives Congreéss the power to regulate inter-
state: commerce. Points'for-panel” discussion -should. in-

clude conditions that pertained under the Articles of Con--

federation, ‘reasons for the inclusion of .the clause in the
powers of Congress, influence on the G::bbons v.' Ogden
case, and the clause’s importance today.

: ‘Role-playing: Imagine that the only bank in a small town .

has announced-that it will liquidate:its aséets and close

B2 e e e ot 5

ACTIVITIES L .
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11.

IZ;WMW lﬁyouhvemaconmmtytht

. Mmbam&mmmtomvmteand ’

Jackson:

‘committee; or.the entire'class, mrdtpupanabookleton
s\dtthelocalhstonalaoaetyforwmkavadable

down in six months A committee. of townspeople has "
beenfonﬂedtomduoethebanktostayopen What would
each of the following say at the hearing? - .

A middle-aged person saving for old age ~

A hcuseholder who pays by check T4

A merchant whose business is seasonal :

A siall manufacturer that gells-all its products out of
town .

then expoundthe policies in regard to the relation of the
govemmttothebanksandbankmwhxchmadvo—

‘cated by each o the following: 3

Alexander}huulton
Anduwlackson
MaxthanBunn

Dnmﬁuﬁon.l-lavethestudmbwnteashtmwhdt
fourgmatAmnladmcbmsanmpuhntano-
nonucm-tl\emuonof&u&uondkoad Select
studentstom\penolmCanm,Chy Manhall and.

Cartoons:l-hvethedadnwmord:woﬂ"
oneofthefollowmgtop:cs )
mwwmw&»mmw
BanksoftluUMedSwu ‘
Whyoutanmmoppmadtohfammd
ﬁnﬁ:uand&cud&nksofﬁleUnmdStam.
Andrew Jackson and the Second:Bank.

Whymyo:dlmrymmmppaud)acbonm
hnsﬁd\twuhtl\e&cmdnmk

omteddmmtlnAganc&m your students can pre-
pareanmmaalormw\nportonthem
nity’s.early economic.development. As an alternative, a-

commmuty’secmmu\dm Con-.

.*Clmmwm Have the students write articles for the
-Journal of Economics,. .a class newspaper, which discusses

the economic issues of the Jacksonian Périod. The articles: :
might include: The Maysville Road Veto,. The Removal of N
the Eastern Indians, The Tariff Controversy, Nullfia—

. hon,and]acksomWarontheSecondBankofdtUnited

14.

- evolved. The creation of money by-commercial banks is-
" is-discuseed. .(Color, cassette or record, teacher’s guide;

kl - v -‘).

.Filmetrip: The. Evolution of Money and Banking (1976).
U.S. Economy in Action Series: *The Role of the Commer-

-éial Banking:System. Tracadtedevdopnm\tofmuy

through history to show how our modern credit économy
uphnmdal\ddwhmyofbankmmﬂwvmhd&am
Random House/Edhicational Enrichment Materials)
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15. Game: “Banking.” Thmuahumul’ahonandrole—plam

parbupantshaveachancetoobnrve analyze, and solve
probleiis in a specific sector of the economy. Tl\egamem-

. —_} volves the financial activities and decisions of commercial
banks. It illustrates that a bank is both a profit maximizer

andanmﬂmnnalfactormmmhmb\nmanda\-
couragmgloalecommncdtvelopmentthro\@usm
actions. (Time: 2-5 hours; teams of six; Didactic Systems
Inc.)

X Film -Age of Jackson. (16 mm,, blackandwhm 29 inin-

utes; National Education Televmon Pilm Service)

A M EarlyAmencmsonthenghSmssl\owsthe
opening of world markets to American trade and develop-

ment and the use of clipper ships. (Black and white; Yale
University)

. Chart:’ &wMWwM&mMW.

of Hamilton, Jefferson, andlacksononthenabonalbmk
the tariff, andnulhfutm "

X quu.Asktlusudmtstop:wumoral@omor

thumbnail written reposts on outstanding personalities of
the]ad:somanEra(Calhmm Benton, Clay, Websw&d-
dle, Van Béren, Harrison, Peggy ONeill (Eaton), and
Rachel Jackson). Reférence: Carl: Fish, TheRaofthc
Common Man.

.Fﬂm Money &mmglt"p(lﬁ)tdktl\estoryof

money and exchange, from batering to payment by check,

and the development. of banking. Outlmseventsm-

Ammbmkmghstotytlutledtoﬂueorwmumof

the Federal Reserve syitem. (16 mm, 23 min.; l"derale»;

serve Banks of Cléveland and Chiicago; free loan)

.m&,mnmmm&mnm
economic history, -show ‘pertinent parts of the series
WommAmmcmHldory@colorﬁlnstnpswuhm-
ords or cassettes; Educational Activities, Inc.) °

22. Committee report: Aska-mt;muueeofstudmtitouudy

dnpatandpmmtrohsofyoumpeoplemmm .

omylnvuhaaheqtmmchasthefollowm -

(a)mmmthemlsofdnldmandmmth
late eighteenth and-nineteenth centuries?

— (b) What are.their roles‘today?"

c), l'lawhavethoserolschalmd'l

(d) Why. have they changed?

(e) What probléms do young people have today?

(f) How do these problems resemble or differ from thoee

* ofyesteryear? - :

(g) Can we.leamn anytlnngfrommn'ecommchsto:y
thatlmghthdpustrytosolvetlaetypsofprob-
_lems? Explain your. answer.

. Hlm.TosmdymlroadI;mldmgmtheUnmd%ﬁm ’

1830t01870 show Life and Times of the Irori Horse: (16
blad;andwh&e llm,hkcuw-ﬂill'l'ouﬁhs)

. Hb.Tohmabouthfemaphmamaadthomdl ’

sodalal\deoameffmdphnwrdwmm,dw .
HmMmSystcmmSoudhcmhfe (16 mm, ‘color, 11 .
min,; Cotonetlmtnwhonalﬁlns) .

..Probh.fwadyﬁ:ﬁverymmyadmhs

_ reminders of past economic life. ‘Usually. thé reminder is a
" factory, a watesfront, or a warehouse.. After a class visit
xtothesﬁe akymshdauswmﬂlﬂ!fdlowm

. whu!dsd:tcomﬁom)‘l
(b) Whydddnmwnd:&ryﬂomshorpadﬂ
(c): ‘When did a railroad or canal feach the area?

*. (d)-When, and:why, were other Jocal industries estab-
“lished?

,(e)Whydndﬂnutyortownnotsprudacmsamor
railroad before the early twentieth century?
() Why did immigrants settle in the “new town"?
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of the Civil War
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inflation |

Emuesofslavery
Thetariﬂoomroversx

>
» Eeormcdﬁem\oosbotweenmesoctions
» . .

>

Eﬂecm of tariffs
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~

Bmv:tumsmof]acksonsadmi:mhahonmdthe
beginning of the Civil War, many important events oc-
curred in America. During Van Buren's administration,
theUmtedStausandEnglandmrlywmttowom
tke disputed boundary betiveén Maine and Canada (the
question was settied by the- Webster-Ashburton Treaty.

of 1842), and:in 1844 tiey squabbled- again .over the -

Qegon'l'emtory The latter issue was settled by treaty

in 1846, with the United States.geiting part of the terri--
tory.. Econonnccot&de‘raﬁomphyedayartmwndmg'

those two agreements, for-a iucrative trade had devel-
opedbetwemthetwocotmm andtheBntnshhadno
desire to disrupt it.>-Victory over Mexico in'a war car-
ried on in 1846-48-added more-territory-to the United

States. 'I'lusandothergeograplncalgtwﬁtwasaocom-

panied by population increases and éconoinic expansion.

The discovery-of gold in California had a profound.
effectontl\edevelopuwntofthatamandmthemhon.

as a whole. U.S. goldproductxmhadbea\lastl\an
$1m|lhonm1847 but rose to $65 million by 1853 This
was a mixed blessing, however, for it helped bring on an:

inflation. The inflation was not too serious, and it prob-’

ablyhelpedtokeepthenahonptospewsforafew

years: In fact, the period.betveen the end of 1849 and.

earlyl857wasonthewhokmofco:mderabkpms—

perity. '

. Inﬂahon:sagmeralandmtamednsempnm
that affects the entire economy. Students should under-

stand the differénce between money income (nominal

income) and real income. Réal income. refers -to the

amount of goods and services that can be bought. with

1. It is interesting to note how often in history econon%: relations
have led to peace and friendship and how often barriers to mdoi

have heiped lead to conflicts.

onesmoneymcome ‘Suppose, forexample tlntaper-‘

penodtbeCmuerelndo:(CPl)mbomlm.o
t0289:1, however, indicating the person would need to
,spa\dm.mtobuyﬂ:mmn\tofm-ul -
mﬂ\atmldbeobhmedwnhﬁ(bmlmﬁac .

—mgoesnpaihatafataprmdoumtlae, ,

’ 'l'hestudmtwbowotkshoammmy,wbore.-
ceives an.allowance; orwhomfomnlfyslmamd!

..fanﬁlymancuhndybeaﬁecndbyuﬂm

Manybacmwdboohudndesnpleaq)h»
mhmsofﬁwmbduhhﬂaamedbmn

flation, and éveryone should at least know what prices. -
.the. indexes:cover-and- how they can-be used. For in-

stance, in'thé example given above, the CPlwas used to.
“deflaté” mioriey income. to real:incomie. To.do s0.0ne

'smplydlvadesone’slmmmeym(ﬁ(n)byth -
. 1982 CPI (289:1) ‘and: multiplies the. result by 100. It :

mmwt&hatmmwmdﬂwmlm»d\e
eqmvala\tofabmt&!ﬁcanpamdto&upmdm,

v_pmof$1wm1967 More simply expressed, the pur- g
'dlasngpowerofﬁwml%7hadfallmtoabout35t‘-: S

in-1982.

g
W

Tnmmmpodbkmsdhﬁaﬁon.lf;:

nation. uses- gold o silvér for money (o if its paper - *

money is backed by these metals), the discovery of large-
amotints of gold or silver can ciuse inflction. That; at ™
Jeast, has been the case.in previous history. Modern
governmients, however, arehkelytotakestepstoo(fnt,

such an effect. Mhhonanaloobecamedbym
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too mich paper money. In general, if the supply of
money rises faster than the supply of goods and ser-
vices, prices will climb.

Germany after World War I.provided-an extreme:

example of inflation through expansion of the money
supply. The German government printed enormous
amounts of paper money and, as a result, prices soared
to the point where it took a bushel basket full of money
to buy a-loaf of bread. This so-called hyperinflation al-
most brought the German economy to a halt until all the
old currency was called in and néw currency —issued at
a much slower rate—was introduced.

Banks can contribute to inflation by extending loans
too freely (see previous topic). Labor unions that have
obtained wage increases in excess of worker productiv-

- ity have been blamedfor inflation. (If a worker contrib-

utes $55 worth.of value to a‘factory’s daily production
but starts to receive a wage of $60 a day, then the em-
*ployer will probably need to raise prices to customers to
cover the additional $5:) If monopoly practices on the
part.of business increase and thus reduce competition,
that helps prices to go up. The government can cause in-
flation by-increasing its own spending-at a time when
the economy is already producing at full capacity. Since
national output cannot.be increased under these condi-

tions, the government must compete with private buy-
ers for the limited supply of. goods and services, thus

forcing prices upward. That happened in the second half-*

of&el%whmﬁwgovanmueppedupusspmd-
mgbecauseoftheV:emamWarbutdndnotmease
taxes sufficiently to pay for-the extra costs. Many econ-
omnstsbehevethnswasthenalbegmmngofthesenous

inflation that took hold in the 1970s and was still going.

on in the early 19805

The-whole qust:on of inflation is controversial be-
causepeoplewxlldnsagreeonwhomtoblame who is
most:affected, and what should:be done to-stop infla-
tion. Some econornists feel that a mild inflation can
even be good. If business has been slack and the rate of
growth of the economy has been too low, a modest in-
crease in-average prices might help to stimulate business
to build more factories, buy more equipment, hire more
workers, and produce more goods.;

. WEmnucxnowtootheraspectsofAmencili}us-

tory in thel&SOsapartfromthecomequmofthedxs-
covery of gold. The favorable economic situation that

followed the finding of the gold was not aocompamed.

by polmcal tranquility. Slavery was becoming a burn-
ing issue. Theecononﬂuofdavayuafasammmb-
ject for study. Was it really- proﬁtable to-own slaves?
Would Southern plantation owners have beén better off
with free labor? What effect did slavery-have on the

economy of the South? Of the nation as a whole? Sev-
eral books are available that address such questions.?
By the middle of the nineteenth century, three eco-
nomic sections had emerged in the United States. The
Northeast was dominated by finance and industry, while
the South and West were agncultural areas. Credxtors
were a power in the Northeast, while debtors were influ-

ential in the South and West. Creditors would natura.ly

favor sound money or- even deflation, while debtors
would hope for inflation. To illustrate, go back-to our
previous calculation in this topic. Note that every $1 .
loaned out in 1967 and scheduled for repayment in 1982" -
wound up mthapurchasmgpowuofonly.‘i&mlm
This is-a décline of almost two-thirds. Many of the peo-

) ,plewhoownedbon&-whndtamcerhﬁcatesofmdebt ‘

edness—and those with their money in savings accounts
therefore suffered a loss during the period. The interest

‘thcymcavedmaywellhavefanledtooffsetthedropmf

the purchasing- power of the repayments-of. principal
they received. Theknder’slosswasthedebtor’sm )
forthedebtoromldpaytheloanoffmdollmtlutm
worth less than. those that were borrowed. - ‘

TheNortl\ustdlfferedmththeSouthandWeston-
the question of tariffs, too. Tl\eNortheastfavoudhngh
tariffs to lessen competition from:foreign.goods, while
the South and: the West, which were -buyers of items

-manufacturedabroadasmllassdlasmfomgmmat- )

kets, sougl\tlowertanffs ‘Many historians believe that
t}wecononucdnffetemesbetwmtheNorthandSmﬁl
wetemrenmpottantthantlcshveryqushonmbmng
ing on the Civil War. y )
InthedecadethatpmoededtheleWar,mm:h
l\app:ned tostrmgthentheNorth A process .of -con-
verting pig iron into steel was developed in 1851. In -
1853, theNewYorkCentralRadroadwasfom\edby
umtmgseveralsmallerhm thusprovndmganmpor
tant transportation line between the Northeast and the
West. This tied the West to the Northeast economically;
forgoodsoogldnowﬂowmoreeaslytotheNortlmst
than to the South, and this may have eventually helped
the West to decide to side with the Northeast in the Civil
War. © : _ o
Other events favorable to the North occurred be-
sides. Trade with Asia expinded. A trade treaty with

2. For example, see Alfred H. Cmrad ‘The Economics of Siavery
(Chicago: Aidine, 1964); EugeneGonovesc ‘The Political Econ-

i omyolSlavory(NewYork - Pantheon, 1965); U. ‘B. Phillips,
American Negro Slavery: A Survcyolthe Supply, Employmom ’
andCommlolNogrouborasDommmdbyummm
Regime (Baton Rouge: Louisiana State University Press, 1968);
Alfred H. Conrad and John R: Meyer, The Economics of Slavery
and Other Studiés in Econometric History .(Chicago: Aldine--
-Atherton, 1972);"Robert W. Fogel and Stan'ey Engerman, Time -
on the Cross: The Economics of American Negro SIavary (Bos-
ton: Little, Brown, 1974). .
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Canada ended the possibility of war with that country.
The opening of the Soo canals in 1855, linking Lake Su-

perior-and Lake Huron; provided cheap transportation-
for iron ore from- the West. The-development of the

Marsh harvester in 1858 doubled grain output. Oil was

" discovered in Pennsylvania in 1859, and gold and silver

were found in Colorado and Nevada.in that same year.

L 4

’

Between 1850-and ‘1863 the: population of the Umteq
Statetmcreased by more than 35 percent; much of this'

increase was accounted for by immigrants, who largely R N
settled in the North and West. All of these economic de- -

velopments served.to give 'the North an advantage over/
the South when the war fmplly broke-out. ‘

" DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that:might be brought.up.in answering thie questlons are printed in heavy:

‘type (boldface).

1. Show how each of the following coritributed to bitterness
bdweenduNoﬂhandﬁnSouthﬁoml&Otolw

(a)'l'hetanffcontmversy
Effects of tariffs on living costs and trideé; free trade
vs. protectionism., ;

(b) Westward expansion.
Regional specialization; land as a resource; land poli-
cies. v

(c) 'i'he antislavery movement. o
Labor; economics of slavery; economic vs."humani-
_tarian motives.

2. Dambetheecononuc
theSouthbefomlsso

wmmwm md
economic development.

betwemtheNorthand

3. WhydxdmnyAnm:softhehmeco:&dertlnCom—
prommoflﬁOtobe'ﬂ\efun!soluhon oftheslava'y
question?

4. Analyze the effects of each of the following developments
on the North and the South during the 1850's.

(a) Continued population growth, . ‘

Siuandqmlkyofpopdaﬁouh\nlmwm .

development. ;
(b) Growﬂtofmdmmdcms
L:Lv,mmwth industry ndmolodddevdopm.
(c) Railroad constriction. .
Tmmwmmd
shipments.

“(d) Wndespuadmeofd\ereapermdotlnrfmeqmp-
ment on northern farms,

Tedmologymdptodncﬁvky pmducﬁonom,ml-

ERN

5. DunngduepmodlmsoﬂnpopuhuonofﬁwWeuﬁ\- :

creased threefold. Discuss (a) two reasons for this remark-
ablegmwthand(b)theefﬁectofdumthofd\eWuton
three national problems of the period.

Population; economic growth and development.

6. Howd:dthedmoveryofgoldmCahfomnmlmaﬁect
. prices in the United States?

Inflation; - relation between money supply and supply of -

goods and services.

(a)l'lowdndpamdyrmpmes(mﬂam)dfect
_ southern- slaveholdérs; ‘debtors; -creditors, who held’
lms—tetmbondsmdm -businéss activity-in
general? -

-(b) lfymahrymoaum\twhikplwme,wha

happens to your real incomie? Explain your answer.

Mmuummmh—

dex; inflation.

(a) Evaluate Calhoun's arguments in defense of slavery.

(b) Was northem opposition to slavery chiefly on moral
grounds? Defend your angwer.

Emdﬁvwhbwmdcnm

l i & . \‘ -

.Acco\mtforthelugmmthepruofdammdn
‘Southern states before the Civil War.
‘De-mdudawply*hbuaaﬁcorofpmduﬂon.

(a):Why,d_;d\'dng North -oppose the admiission of new
“slave states” into the union?

(b) Ducuutl\eaunudtofead\oﬂhefoﬂowmmim.
‘toward slavery: William Lloyd Garrison in The Liber-
ator (a- petiodical); Harriet Beecher Stowe in-Uncle
Tom's Cabin; .and-Hinton Helper in_The Impending
Crisis of the:South: HowtoMntlt

&

..Bdontl\eCivﬂWu,mﬂcfmwbothmutedand
dmdedtl\eNonhandtheSoudi

(a) Dmuntwomucd:ffmbemd\eNonh ‘

andtl\eSonththatwudnchomlmmdn
me ~ P

(b) How did these-economic diffa'um manifest them:
sivesin politic?.

-
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10, Explain how the growth of slavu'y was related to each.of

the following: (a) the cotton gin; (b) temtonal expansion;
(c) the Civil War; (d) the struggle of the blacks in the 1960s

for equal civil rights and an end to all forms of discrimina-
tion.

lmpactofte:hnologyonoutputandproﬁts,hlduare-‘

source; land values; labor and ‘labor costs; social and
political - animosities created by economic exploiution,
equal economic oppoltunity :

. Review the meaning of “revenue tariff,” protechve tanff
_and “free trade.” .

(a) How was the country divided over the issue of the

protective tariff during the Age of Jackson? What
were the reasons for this division?
(b) Summarize the main. arguments for and against the
_ protective tariff. - ,

~

. Trade has often led to peace-and friendship. among na-
-hons, while trade barriers-have sometimes led to-suspi-
-cion and war. Show how economics was involved in the
Webster-Ashburton Treaty of 1842 and in the settlement

of the Oregon Question in 1846.

. The South boasted “Cotton Is King!" .

(a) What factors were responsible for the great increase in
‘cotton production before the Civil War?
Specialization; productive resources.

(b) What was the résult of this increase on (1) sectional-

ism, (2) slavery, (3) patterns of land use, and {4) non-
slaveholding whites in the South?

-

. Explain how the Consumer Price Index can be used to
measure the rate of inﬂationr

. Explain why inflation.is harmful not only to individuals

(such-as retired persons living on fixed pensions) but to-

this nation as a whole and other. nations as well.

Effectsofmﬂahononcostoﬂiving;onptodncﬁoncom-

on competitive positions in im«national trade.

~

16 What can you and your family. do to help curb inflation?

Clﬂzensrokhinﬂwthggovemmtpolidu wise
budgeﬁmofpenonalimome increasing one’s efficiency.
andptoducﬁvity ..

17. "I'he greatest economic fact of the 18505 was the develop-

ment of the northern railroad network.” R

(a) Explain why yousagree or dxsagree with this quota-
‘tion.

-(b) What contributions, if any, did railroads make to sec-
tional conflicts? b

(c) How were the early. northem ranlroads fmamed?
Venture capital ¢

-18. Dnscuss the causeés of mflatiogg after the dnscovery of gold

mCahfonua, thecaussofmﬂahon{mhelmandaﬂy

Mﬁpmmg&mmydw*

ofmpplyofpodsandmha,ﬁdlmmw
ummdwmmm

19. HowdndtheRzaganad:mnmtxonuytocopemthmﬂa-

tion?
Fiscal and monehry polidu

20. 'l'heSouthargmdthatthe'waaeslam in northern-fac-
’ tonsmwomoffthantheblackshvsmthtSouth

(a) CompamtbeecononuclotoftlushmmﬂwSouth

mthtlutofunshlkdworkmmtheNorﬁt Which -

group was better off? Why? B

(b) Why did: nonslaveholding Qouthem whites defend
slavery and place political conl of the South in the
harids of the slaveholding minority?
Ecomnﬁcﬂvakymdcompdiﬁon nlf-imaut,sodal
.m.

, (o) Whatrolesdndblacks bothmtheNorthandSouth

playdunngtheleWar?
Suppoited troops; :nainhined economy on home
front.

P o

ACTIVITIES

. ‘Editorial: Have students write an edntonal for a northem

newspaper of the 1850s, discussing one of the following:
the economic costs of slavery, the effects of the Compro-
mnseoflisg_qrtheconsequmoftheDredScottDecx-
sion. T .

. Cartoon Draw a cartoon condenmms slavery on moral
or econoinic grounds.

. Cartoon: Contrast the differences between the plantation
‘South and the induistrial North.

4.. Individual research: lnvemgaeethemofthechpperslup
~u\dt}wnpnpmanonlrepononthemnmmham

mannedunngtheyeanluo-éo ’

. Letter: ‘Imagine that you are spending a month’s vacation
on a southern plantation during slavery days. Write a let--
ter to a friend: upNorth"ngmanaccoumofhowd\e
work of the plantation was done and how the slaves were
treated

6. ‘Individual reports: Select one of the follé!'ﬂing “sectional
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spokesmen”_ for special'study. Prepare an oral report
about his views on the great issues of the period.

Daniel Webster Henry Clay

John C. Cathoun Stephen Douglas

. Table: The climate, resources; topography, and other geo-
graphical characteristics of the North, West, and South af-
fected their polmcal and economic views. in tabular form,

indicate the views and the reasons for these views on ‘each”

of the followmg issues for each of the sections:

The Nahonal Bank
Internal rmprovements
The tariff - '

X Dramahzation Ak students to write.a script that streses
the goals of a frontier farmer who is looking forward to
national expansion toward the South'znd West. The script
should reflect isolationism, national pride, “manifest des-
tiny,” and the movement westward of cotton as well as
people.

. Roundtable: Divide the clase into small committees to in-
vestigate topics such as the abolitionists, the tariff contro-
versy, Jackson and the Bank,-etc. Have each committee
select a leader who will participate in a roundtable entitled
“Sectional ‘Strife Splits-the Nation.” The audience (entire
class) should be éncouraged to participate in the question-
ing that follows the formal presentations. -

0. Bulletin board ‘display: Divide the class into three gro:ips

to represent the three sections of the United States pricr to
the Civil War. Then divide the bulletin board into three
parts. Ask each group to present the outstandmg charac-
teristics of its assigned geographical section and the stand
each section took on the great issues of the day’by means
of cartoons, drawings, pictures, etc.

. Map-drscusaon Jesson: Ask a committee of students to

conduct a map-discussion. lesson on the economic differ-

ences of the West, North, and South. After drawing a

large outline map of the United States on the chalkboard,

the class_ moderator can summarize on the outline map the
chief points made by committée members as they discuss
the following:

(a) How the growth of the West led to controversies with
the East over each of the following: (1) internal im-
provements; (2) Second Bank of the United States; (3)
purchase bf new territory.

(b) The differing attitudes of the North, East, and South

. ‘toward each of the following during the 1830s and
1840s:. (1) the tariff; (2) mtemal improvements; (3)
western lands

12. Map: Have different members or groups of the class draw

a series-of maps that show the territorial growth of the
United States at various dates between 1789 and 1853.

. Summarization: Have the students list threeevents be-

tween 1800 and 1860 in which e¢onomics affected or influ-
enced political questions and three events in which politics
affected economic problems.

. Film: Show either of the following films to describe.the

plantation system of antebellum days: Plantation System
in Southern Life-(11 min.; Coronet) or The Plantation
South (16 min.; Encyclopedra Britannica).

.’ Filmstrip: For a review. of the slave system, show either

‘Story.of Slavery in the United States (Visual-Aids Cofi-
sultants) or When Cotton Was King (Museum Extension
Service).

. Book reports: Students- mterested in the econonucs of

slavery can make brief oral or written reports on one of
the following books:

Alfred H.-Conrad, The Economics of. Slavery (Cru-
cago: Aldine, 1964) -

" Eugene' Genovese, The Polmcal Economiy of. Slanery
(New York: Pantheon, 1965);

U.B. Plulllps,AmencanNengIavery A Survey.of -~

the Supply, Employment:and' Control of Negro -
Labor-as Determined by -the Plantation ‘Regime

\  (Baton Rouge: Loiiisiana State Umversnty ‘Press,
1969) - .

. Game: Frontier. This game involves the study of early
-Anpncanwestwardexpmonbyemphasmfundam

tal sectional differences. (Grade level: 7-12; time: 2-4 -
hours; no.-of pIayers 25-35; Science Research Associates) -

8. Film: ShowF:rebellmthenght(AlrstarrCookesAnmca

Series) to learn about the abohhomst movement, the
South's defense ofxslavery the effects of ‘Reconstruction
on fréed slaves, and sectional problems. (16mm, color,
52 min.; Tune-I.rfe Corp )

.;Problem for analysis: Thesecondandthnrdquartersofﬂ\e

nineteenth century: (1825-75) were periods of rapid eco-
nomic growth; To discover the factors that stimulate eco-
nomic growth, assign. selected students to -fesearch- and
report on
Turnpikes and canals * Textile machmery ’
The steamboat - The railroad ;
‘Horsedrawn McCormrck reaper

.At the conclusion of the case studres, the students should -

be able to discern.how. eachiof the above contributed to
economic growth \ .




Topnc 8
Tho CIvll War

) Economic Facts, Conoqm, P:lnolplu, or. Problome
Economic aspects of the war -
How economics gave the North the advantage .-

The cost of the_ war
Taxes

H

e
«

The CONFEDERACY ADOFTED a constitution very much

like' the-Constitution- of the Uriited: States, but which:

gave-special protection to the existence. of slavery -and
outlawed: tariffs ‘that would- -safeguard’ mdustry from
foreign competition. Thus, just.as: the constitution of

1789- reflected many - of the econormc,mterests -of the -
original states, .the Confederate: constitution deilt: w:thf

certain economic policies, of benefit to the Soath. Anin-

teresting resear;h question i is: To what extent weré these_

policies really in the best interest of the South's economy?

Some of-the economic advantags enjoyéd by the
North were cited-in Topic 7.. A-féw others-are worth
noting. The North had a poptilation of more than 22 mil-
lion, while the South-had only 9 million (of which one-
third were slaves). The North.had 105 million acres of

larid in crops, while the South tiad 57 million. The North

was thesourceoprercentofa.lgoodsandservnca
produced in the country and could produce nine:times
as many - manufactured goods as the South. The South
had only-9,000 miles-of railroad, the. North 22,000, and
the latter were.more.efficiently layed out. “The North
produced about seventeen times as: much iron-as the
South-and enjoyed a dversified economy: .while the South
relied heavily on just one. crop-cotton. .

The Southérnérs made some fundamental rmscalcu-
lations about:their-economic position. ‘They gveresti-

mated European demand- for- their. cotton and forgot-

that European nations also needed the food czops of the

North. Thus, while some-assistance came from abroad; .
foreign support ¢ did riot live up to the expectahons of the

Confederacy, History, time: after. time;. shows the: im=

portance of economiics in. warfare, {t'is a grave  mistake:
to underestimate.the strength ofa potenﬁal enemy.of to.

overestimate.one's own économic powem(Eor example,
Hitler failed to grasp the tremendous prodngﬁve capac-
ity the United States' ‘would be-able to’ bnng t6 bear in
World War.11.)

Although the North had- the stronger economy, it
was not without problems during the Civil War. A large

amount. of money was needed to.pay the costs: o\f the

National banking system

“

war,-and ‘the usualitakes. did not suffice. Among other

special’ financial imeasures; tariffs and ‘excise taxes— i g

taxeslevnedonthesaleofoertamcommodmes-wete ‘ s "

increased. Excnsetaxesaremdirecthxes,wh:chmm
thattheyarelevxedononepartybutactuallypmdby
another, 'l'hetyplcalexasetaxnslevxedonmmufactur
exs,whothenmcludethetaxmtbepnceofﬁ\eugoods
As-a result, such' taxes-are called “hidden’ —that is; the
taxsa:eaddedmtothepnceoftheproduct and the
consumerstowhomxtxstobesoldfreqmtlymonly

_partly aware, and sometimes completely unaware, that'

the price they are paying includes such:a tax. ‘Thesame:

1sgene1’allyalsotmeofthuetanffw ‘(Modern exaniples of

excise taxes-are those on tobacco-products,alcoholic ‘
bevérages, and cigarettes.) : .

K

a

ansAcostlybusxm anddurmgthefouryears

of the Civil War.the U.S. 3ovemmtspu\tmorethamt
hadexpendeddunngallof history. To help.
defraythxsgreatexpeme thecountry’shntinoomehx
was levied. Anmcometaxisalledadixecthxbecame

fthepayercannotshnftxttosomeoneelse Precisely be-

causextcannotbeslufted somebehevethatthejmonie

tax i fairer than'an indirect tax. (Itimumu:hvetocom— ’

pmmomtaxratesdunnsd\eCwﬂWarmththoeeof
today. DunngtheleWar,pepplewithyeadyin-
¢omes-betweeri $600.and $5,000:paid 5 percent. Those -
w:,thincomoverSS,OODpanIOpemmt.Wlﬁletluk
certmnlyumplerthanourcumtratestmcture wait

fairer-orless fair than today’s?) :

, Twoothermeamofﬁmncingthewarwueby(e)
borrowmgand(b)mmpapermoney

donethroughthealeof :
buysagovemmentbond omulendnmmoneytotl\e
government. Papa'poneywamomdtoinlm,wlm

- the government issued flat money, orpapermoneywith

no backing = such:as with silver-or gold. Tlus money

" was nicknamed “greenbacks.”

Peopledutrustedtbepapetnotesan oftenuved

<,

at bonds, When one
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metal coins because those coins were known to have in-
‘trinsic value; that is, the coins had value aside from
their use as money since the metal they contained could
be melted down and used in the production of goods.
The government therefore issued paper currency in de-
nominations as low as three cents to replace the coins
that were being hoarded.. ,

During wars and other emergencies people may be-
come worried about the value of the money they are
holding. At such times they may seek to exchange paper
currency for gold, silver, or some other commodity

whose value they do not expect to decline or to decline '

as much-as that of paper money. People will:also ex-
change the currency of their own nation for that of an-

other whose currency appears to be:more stable. Pro--

viding a safe and sound system of money is one of the
most.important obligations-that a government has.

America’s money and banking system was in disar-
ray after the Second Bank of’ the United States went out
of existence in 1836, Banks chartered by state govern-
ments were issuing bankriotes (for use as paper money)
at such a rate that by 1862 there were at least 7,000 dif-
ferent kinds and denominations of bank notes in circula-
tion. Meny of the notes had little or no value, people
had no way of telling which ones were good and which
were worthless, the values fluctuated from time to time
and place to place, and bank fajlures left many people
stuck with a’ pocketful- of “red dog” (worthless paper
money). Under the National Banking Acts of 1863 and
1864, the federal government established -a national
banking system to deal with this problem. A bank that
deposited U.S. government bonds with the federal gov-
ernment in an amount equal to one-third. of the bank’s
capital (minimum’ amount, $30,000) received a charter
from the federal government.and thus became a na-
tional bank. The bank could then i issue paper money in
amounts up to 90 percent of the value of the bonds it
had deposited with the government. Thus, there was a
limit on the amount of money that could be issued in the
country and the money was backed by United States
bonds. Since the notes were required to be uniform in
appearance, counterfeiting was expected to become
more difficult. .

The new system put the banks under govemment
supervision. The states could continue to charter banks,
however, and today we still have both state-chartered
and federally chartered banks. In 1865, however, a-10
percent tax was placed on notes issued by state-chartered
banks. This tax, plus the perceived soundness of the na-
" tional bank notes, caused state bank notes to disappear.

Note that taxation is sometimes used not for the -
purpose of raising money but for the purpose of control.
The tax on state bank notes was designed to drive the
notes-out of existence. As we have seen, the protective
tariff is a tax designed to impede the entry of certain for-
eign goods. High taxes are sometimes placed on undesir-
able commodities to discourage their use. For example,
when phosphorits matches were found to be harmful to
human health (workers in match factories often con-
tracted cancer of the jaw),.they were eliminated by sim-
ply placing so high a tax on these matches as to make
them too expensive to use.

Inflation was a serious probleni in both the North
and-South during the Civil War. In the North, the price
of cloth'went up 400 percent, -the cost of groceries:and
flour doubled, and rent, fuel, and meat prices-rose by
50 percent. The greenbacks" had greatly increased the
amount of money in:the economy, .helping to. push up _
prices. Feeling that greenba'cks were less.valuable than
gold coins, sellers refused tg give as many. goods for a:
greenback dollar as for a dollar. backed by gold. In the

summer of 1864 it.took.about 2%3. greenback dollars to

obtain the same amount of goods as with a gold dollar:
h\creasesmconsunm'danandandmgovemmtspendo -
ing also added to the inflationary pressures. The situa-
tion was much worse-in the South. The Confederacy is-
sued twice as much paper money without gold'or silver
backing as did the North, and it had less abxlnty to pro-.
duce goods. At one point, meat cost’ '$250 a pound and
flour $1,000 a barrel. In 1863, Confederate dollar notes
were worth only 33 cents in gold money;. before the war
was over their value had fallen to less than: two-cents -
worth of gold

The, costs of the war were staggering. More than
600,000 men lost their lives, ahsand‘townswerebnnnd
to the ground, and southern factories, farms, planta-
tions, and crops were destroyed. On the whole, how-
ever, the North made economic progress. Immigrants
continued to arrive, people moved West and opened

new lands to agriculture, and new machinery, and better

production rhethods were adopted by both farmers and.
factory owners. There are several instructive ways of
looking at the costs of a war. One is to calculate the
value of the goods-and services that could otherwise
have been produced by the people who went to-war.

Another is to determme the amount of useful civilian
goods that cotld have been produced instead of guns,

ammunition, warships, and other instruments of war.

Even more important, how much could have been pro-
duced ‘in subsequent years-if those killed or wounded

.had been able to live longer or more productive lives.
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" DISCUSSION QUEST!ONS

-
L]

Economic concepts, ideas, etc that might be brought up in answering the questlons are printed in” huvy
type (boldface) : ) .

~

1. Show how the constitution of the Confederacy reflected (a) Why were'the greenBacks called “fiat money™?

the economic policies favored by the South. To what ex-
tent were-these policies really in-the best interest of the ’
South’s economy?

Tariffs and trade;-role of slavery in the southern planta-
tion economy.

. Discuss the economic advantages enjoyed by the North at
the start of the Civil War., Why did the South expect to
win, déspite its economic handicape?

Relative shares of productive resources; economic diversi-
ficationvs; one-crop economy; importance of infrastruc-
ture, capital, technology; economic strength for warfare

economic relations with Europe

. How did the Soith expect to obtain the arms, munitions,
and ships nece for winning?

(a) Why did foreign sconomic aid to the Confederacy fall
short of the Soiith’s expectations?
. How economic iriterests affect foreign policies.

(b) The.Confederacy failed to éstimate correctly the en-
emy’s tremendous_produttive: .capability. Show how
both theKaxserandHltler de the same mistake in
later wars.

Productivity; role of economies in-warfare.

. Explain how the North used indirect taxes, such as cus-

toms duties.and excise taxes, to raise revenue in order to

carry on the war.

Various purposes of taxation; fairness of

taxes; impact of taxes.

your family today:
. The first income tax in American hnstory was enacted
ing the Civil War:
Directandindirecttaxu taxntes(progmdve,regm-
sive, proporuonal), taxes and income redistribution; fair-
ness of taxes; impact of taxes; taxburdenthenudnow

(a) Compare the rates, exemptions, andburden-of the
Civil War income tax with those of our federal indi-
vidual income tax.today.

(b) Why is the income t,ax,cajj'ed a direct tax?

: (c‘) Name some other’ direct taxes paid by your family
today. ‘

. During the Civil War the Umon government mued paper
money, popularly called “greenbacks,” to raise revenue for
the war.

’

Wartime finance;. inconvertible paper money; legal
tender. i3 o

(b) Why did silver doliars and coins * go into hxdmd’ when

greenbacks were issued?
Gresham's w—-cheap (inferior) money tends to

drive dear (superior) money out of circulation; intrin--

sic value of mietal coins; ‘inflation.

(c) Explain why the value.of gmenbacks ﬂucmlted w:th

the fortunes of war.
Greenbacksunombuedonthecreditoftheus.
government; relatiomldp between political eublmy
and conﬁdeme in money.

. Explain'why you agree or disagree with each of the follow
mg statements:. ,

(a) The:Civil War was a victory. of the political and eco-

.nomic ideas of Haxmlton over.those of Jefferson.

(b) Geography determined which states would' necede
from the Union.

(c) The. Civil- War was an “irrepressible conflict”.

. BoththeUmonmdtheConfederacymcounteredmiom
ﬁnanclalprobleuudunnsﬁ\eCivﬂWar Explain: how
each of. the-following was a problem common to- both:
(a) inflationary. prices;: (b)borromngtoﬁnmcethewn,
(c)hxghertaxa (d)imseofpapetmoney,

. Compare -conditions in the. Souith. before-the Civil-War

with conditions there today, -with reference to the follow-

ing: (a) position of blacks; {b) agricultuire; (c) manufactur-

ing;/(d) wealth, -
. chmiaofndaldkcﬂmimﬁon redoneleconomkde-

velopment.
. ShowhowtheCivilWenffechachofthefollowm

(a) powers. of the statés; (b)-agriculture inthe South
(c):the blacks;.(d) the powers of. the pmidency ‘

. ShawhowﬁuNauomwmumAaoimsmm
to(a)helpsolvethecurreﬂcyproblem (b)providuuur-

12: Disc theeffectsofinﬂationonconsumintheNorth
= and in'the South‘in the 1860,
lnﬂot! andcoetoﬂ!vhu;moneympply effecboﬂnﬂa-

tion on tors and debtors,
(a) Tlow dthe :United States government attempt to

TN
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forestall runaway prices du;mg World War 1, World
War 1I, and the Korean War?

13. Show how three developments in-methods of trafsporta-

tion during the years 1800-60 influenced the vxctory of the
North in the Civil War.
Importance of infrastructure; transportation and commu-

nication; regional économic integration; effects of com- -

mon economic interests,
[}

. Discuss the economic effects of the'Civil War on the North
and on the South,
Economic growth and development influence of eco-
nomic groups controlling federal government; tariffs; de- -
velopment of the West; real costs of war; economic impact
of abolition of slavery, depreedon, inflation.

. Was the good accomplished by the‘Civil War worth the
cost in money, suffering, and human'life? Give reasons for
your answer,

. Should ‘history books give more space to the role'.of

women and of blacks in winning the Civil War? lee
reasons for your answer, -

Y

. Show how the followmg had an effect on the outcome of

the Civil War: (a) McCormick’s reaper; (b)-black soldiers
in the Union army; (c) the common people of England; (d)
the Union navy and the merchant marine.

A famous American lustonan called the Civil War “the’
‘Second American Revolution,” Do you agree or dnsagtee?

Explain your answer.
lmpactofthewatonindmtry uriculture, ﬂnanoe.

’

.,Wl\ywasthemngofgteenbacksbytheNorthdunng

the Civil War considered “a forced loan"?
War financing; value of money; inflition; fiat money.

. Explin theextenttowlnchtheRepubbcanparty’tedeanedf

the platform: pledges it made in 1860.
Infrastructure; land policy; immigration and population,
tariff; railroada

ACTIVITIES

. X
. Table: Prepare a table comparing the resources: of .the
North and the South in 1861 for carrying on a successful
war. Include items such as the number of states, popula-
tion, enlistments, capital, natural fesources, rnanufactur-
ing, railroad mileage, etc.

. Cartoon: Draw a cartoon illustrating the abolition of
slavery. .

. Letters: Ask the students to imagine themselves writing
home about one of the following:

The effect of the Union blockade on-a southern port..

Economic conditions in a southemn town near the end
of the war,

Inflation and its effects on the southern standard of

living.

. Report: Determine the number of national banks in your
city or town, Explain to the class how a natxonal bank dif-
fers fmm a state bank, . )
¥ »
. Spelldown' Arrange for a spelldown (spelling bee) on eco-
nomic concepts, terms, and trends for review in a unit test
on the Civil War. Ask the studerits to submit questions for
the spelldown in advance.

. Essay: Using one of the quotations given below, write a
position paper on the author's point of view:
“Slavery is a national sin,” (Statement by William
Lloyd Garrison) 4
“Slavery is a perfect good.” (Statement by John-C;
Calhoun)
“A house divided against itself cannot stand (State-
ment by Abraham I.mcoln)

#

7. Time line: Prepare a time line of important events Jeading,
to the Civil War. .

e

. Graphs: Cmt}uctasenuofbaryaphstocomparethe

resources (population, statés, railroad mileage, etc.) of the
North with those of the South,

. Map. On an outline map of the United States, ind:cate by
color and label tl\e Confederate states, the Union states,
and the bordu states,

. Debate:’ Resolved That the Civil War was mevnable
. PaulonuuauoftlteCivllWar.Asusnseveralstudents <

tqdoresearchonandtl\enpmenttothepaneltheeco—
nomic, socialandpohhcalcaumoftheCwﬂWar ‘

. Dialogues: Ask two students to conduct dtalogues on each

ofthe following topics:

Southern arguments justifying secessxonand the argu-

4 ments against-it.
Economic and social cond:tlom in the. North and the -

South during the le War, .
Slavery vemu “tl\e otl\er causes” of :the Civil War

. Simulation: “Division: A Snmulation of the Division Issues

of the 18508 and the Crisis Election of 1860.” Students are
divided into four factions, and each faction represents one’
of the following Lincoln, Douglas, Breckinridge, and

Bell Students study 14 issues dividing Americans during
the 1850, The sunulation ‘helps students discover why
compromising is a necessary part of making polxtxcal
deals, why inability to compromise in 1860 led to ‘the elec-
tion of meoln and the division of the United States into
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two hostile nations, and|\why complex events such as the
Civil‘Wdp have multiple, causes. (Time: 3 weeks; no, of
players: 25-35; Interact)\

. Filmstrip: The Civil:War: Its -Background and Causes

(1982) focuses on economic causes. Part I treats the eco-
nomics of-slavery -and its effect on-theNorth and the

South. Part II shows why the manufacturing North rieeded -

economic control-over the tountry’s resources and politi-
cal control over the frontien\ territories (the Ohio Valley).

This created. fnctxon the North and South which -

was manifest in reactions to thie Dred Scott decision, the
hanging of John Brown, and the South’s secession ‘upon
Lincoln's election. (Color, 2 ips, 2 cassettes, gulde
Benchmark)- .

. Filmstrip: Women in the Cw;l
contributions to the war effort Both in the Union an
the Confederacy. It features sucl\ personalities as

<

L4

.+ Barton and Harriet Beecher Stowe. (Color, cassette, teach-
er's guide; Mylti-Media) -

16. Problem for analysis: Charles A. Beard hailed the Civil

War as one of the great watersheds of American history.

Slavery was officially abolished, secession became a dead

issue, and a new business class firmly tock up the levers of

power in its own hands. Byt, was the Civil War “the Sec-
ond American Revolution,” the dramahchmmg point in

American history? Historians disagree, °

(a) To what extent was economic sectionalism (regional
economic differences) ended by the. Civil Wai? Ex-
plain your answer.

(b) To what extent did the Civil War spark a Second In-
dustrial Revolution in the United States? Explain your
answer,

{¢) To what extent did the Cx\nl War “free” blacks? Ex-
plain.your answer.




Topic 9

The United Siat»v Becomes
an Industrial Leader
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"Growth of big business

- The-corporation

Productivity
Urbanization
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‘T HE PROBLEM OF Reconstmctnon not only kept the po-
“litical pot boiling after the Civil War but also had im-
portant economit-aspects. Many northern manufactur-
ers supported ithe so-called radical. Republicans, who
favored harsh treatmenfof the South. It was feared by
these Republncans that the former rébels would organize
a coalition with northern Democrats and rcpeal both the
Morrill Act with its high tariffs and the legislation estab-
lishing' national banks. The economic interedts .of the
various factions should be studied in.some defail, al-
though one must not be too quick to assume that eco-
nomics prov:ded the only motivation for the actions of.
the different groups. °

"In spite of political: problems and such economic:
setbacks as the Pamc of 1873 nahons economy.
grew rapidly. America was its own indus-
trfal revolution, and whereas the United States had been
fourth in the world as a manufactu."er of goods in 1860
it was in first place by 1894: As/early as 1870, -Us.
manufactunng output equaled- that of Germany' plus

France and by 1913 it equaled | the combmed output of
Germany, France, and Britain. By ; 1900 the United States
was producing seven times as many industrial goods as

in 1865, Between 1865 and 1900 steel production rose by

more than 1,000 percent. Railroad-mileage
“from 35,000 to 260,000, The same period saw the intro- .-

duction of the teléphone, the electric light, the type- ©
writer, aiid the automobile. Such greatnewmdustnesas~ -

meat packing and petroleum appeared.. Students may

. gather many more facts of this nature, but-the question *

of what the causes of this economic growth.were should
receive even greater attention. To make the: questlon of
-the causes of economic growth relevant. to more recent
times, one might ask: Which of the factors instrumental
in America’s great economic growth-are at work in the
lower-income-nations of today? What factors are most

important to America's current economic growth? Are -

any of the factors that. contributed to post-CMl War

v

Forms of business enterprige-

growth. undesirgble in présent-day - conditionis in the '

‘United States? In lower-income. nations?

: RapndpopuhdonumwaafwtahAmdus
economic growth after the Civil War, U.S. population
rosefrom357mﬂlionin186§tolw.5mmioninlm
Awbaganhalporﬁonoftl\ishmofm&uﬂhn
wubecaunoﬁt}\earﬂvalofabwtzandmmimﬂ-
grants in.this.period and the.children they bore-after-

~ ward, Thmcomandﬂﬁrmdbdb

ket, andthushelpedmeeonouﬂcwﬁmy
Anotherfactorwutheinaeuek\tlnwockdw )
iulgoods(mchufactonuu\dmachhuy)wid&l
atanannualmeofabouupemmtfromluﬂoﬂodd'
War . Since the labor fofce.did not grow-as rapidly s
that, theamountofcapiuhtockperworkcw. :

\’muhelps to-account for-rising labor: productivity.. In-

thelatelS?OuboutZOpmtohllUS output was

gomg;ntomateriali:wutment and between 1899 .and '
lmdnﬁgurewuzqucu\t Suchnﬁumqulte.. .

Students shouldundmtmdtheimpommofh-
vestment in_capital'goods, To: haveeconomkmwth
’andtoprovndemongoodundnrvicaformmpeo-
ple,wemustforgoproducingaomdnamountofm
sumer goods. Siich.a choice allows more of a nation’s
productive efforts to be chanineled into the crégtion and .
improvement of the factories and equipment necessary .
tomcreanfutureprodmﬁonofcommooods Inone -
way‘or other, every wdetyhutodeddeoniutndr
off” between capital .goods production and.consumer
goodsprodi.\ctnon lnotherwords we miust sacrifice a
C&rtamamountofcommpﬁontodayinor&nohwe
.even more temorrow, One value question is: To what
extmtshouldtbedecisxonbeldttotheﬁumrkeund .
to what extent should government decide on the "mix*
‘between capital goods production and consumer goods ,

. productxon? Others are: Should a nation’s current gen®

o
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" eration-be asked to reduce:its level: of l:vmg $0. that the

natxons resources can be devoted to, capntal accumula-
tion that will-benefit a-future: generation? How. mnght a
3ovemment encourage more capital investmerit mthout

_ completely.giving up-a:system.based on. free markets?

N
°

‘Envcu‘xo’u .1§ EXTREMELY ‘important in explaining our
-economic growth. Dunng the period we are examining,
-afvincreasing proportion:of- the: natxons mources was
being.channeled .into-education. Direct expenditure: for
education rose from $35. mxlhon in: 1860 to $290 in 1900.
(In relatxon to a fising GNP, this'was- aninicrease from
0.008 .percent  to- 0.017 ‘percent.1) Studies- have shown
that:investment in education (which economists term in-
wvestment. in humari capital) is:closely related to per

capita iricome, . and there‘is no.doubt that: education

played: a vital: rolé ‘in makmg the Umted States. more
productive.2 '

Another source of economic: growth was the ranl-
road..It provided hngher-qualnty service than water car-

‘riers, more direct rogtes, gréater speed and. safety .and -

year-round service; It léssened the need for* transshxp-

¢ ments; permitted settlement in places that had-no witer

transportation, .and: made: delwery -dates.more certain.

, . Thus, insurance rates-and: -warehouse chaxges declined.

Farmers could relocate more easily, and grain and meat
produchon soon. ‘became concentrated' west.of the Mis-
‘sissippi—a_relocation that contributed to rising agricul-
‘tural’ producthty ‘The telephone and ‘the. ‘telegraph;,
also, greatly -aided. in:productivity increases, speeding

:up the exchange of information that is so vital in a. mar-
ket ‘economy, helping to make marketing more efficient,
and.promoting gre;tex; competition,

<
[

Cru:s GREW. umm.v In 1870, .only 26 percent of the

. U:S. population was urban, and there.were only 14 cit-

" ies.with'a population over 100, 000: By: 1910,.46 percent

" of the population was urban, and there- were 49 cities of

over-100,000 people. Just-as economncgrotvth helped to
speed urbanization, so too urbanization helped to
‘hasten economic growth: (Bconomnc growth: bnngs ris-

‘ing ‘incomes and as incomes rise people tend to spend a.

greater: proportion of their incomes-on nonagricultural
products— the types of products usually produced in ur-
ban areas. Then, as cities grow and develop' they offer

”

1

1. Albert Ftshlow, “Levels of NineteenthCentury Amerlcan invest-

mént in Educatlon," Journal of Economic History 26 (December
1966). 430;

2..0ne way of helping people rise out of poverty'ts to incréase their
skills and education. As-people become better- educated, they
become more productivé.-As they produce more they can earn
more,.and they add to the nation's total‘oltput as well.

vmany specxahzed services: that are not-available in rural

areas?) .
- There was-a great-increase in.the number of cor- .
porations after the Civil War, To appreciate the signifi--

cance of this- fact the.students-should know about the

other. forms .0f business. orgamzatxon-—propﬂetorships

and paitnerships. The advantages and dlsadvantages of.
each form should be hsted ‘and examined. (These canbe

ifound m most mtroductory economxcs texts ) Corpora-'

tions ‘of the. Fourteenth Amendment were exterided.: to
them. The: method by- ‘which corporations-raise funds

thréugh-i ‘issuing, stock should ‘be understood, for- this
usually enabled corporations to raise money-more easxly

" than pmpnetorshnps and' partnershxps (The: wealthy of -

Europe sent billions of:dollars:to America to help. bmld

U.s. factons and railroads, and thxs‘could ‘be done
\through the comparatwely simple expedient of purchas-

ing .stocks-or: ‘bonds.): ‘Among the: advantages are that'
owners of stoclcusually have lumted habllnty, that own-

(sunplyby selling ¢ ones stock);-and. that ‘the corporat:on
has a:¢ertain: unmortalnty

. 'I’heconoeptofeconomiesofscalensalsoofgxut
importance. Although it is indeed possible fora business:

“firm, to- bécome t00. large to be:managed efficiently (in-

techmcalterms therecanalsobe “diseconomies -of
scale”), the corporate forii made it possxble for. firms to
Jbecome large enotigh to engage in. spec:allzatxon, adopt-
mass-production ‘techniques, hire- the best ‘employées,
accumiilate profits for. reinvestment, sell in wider mar-
kets; buy-in:greater quant:hes (and: thus atflower unit
cost), and enjoy other-advantages:over. smaller firins. -
Ofcourse,thednsadvantagesshouldalsobenoted«

_Some" corporatans became powerful monopohes the

‘actual - owners ‘(the stockholders) often-hadlittle real

control over.theé firm, and"dishonest- insiders sometimes - :
engagedmcorruptprachcesfortlmrownbmeﬁtatthe RS
.expense of the general stockholder and the:public. (For " .

an example, students. tmght make a study of the: Crédlt )

Mobxl:er scandal. ) The -of the’ éxtent-to ‘which

corporations shotild:be. free from: government control

‘has been a. controversnal one throughput curhistory.$ .- -’ f

3 For a further- discussm of this 1actor. see Robert Higgs, The. -
Transformation .of the American Economy, 1865-1914 (New
York: Wiley, 1971). Thisbook is a brief (127 pages of text) but
very informative and: scholarly account of the U.S.. economy
from the Civil:War's end to World War I,

4. Some fearthat oorpoutions heve too many legal nghts ‘without'

concomitant:responsibiiities.. Jefferson-is said-to have feared
-that.a.corporation -wokild. be-a legal body'wnhout a soul. One
miodern economist has stated that a cbrporation isa iegal body
whose posterior cannot be kicked.-(He used terms more blunt:
than these.y On the other hand oorporations can be sued, Hined;
.and' even broken up by tne oourts, and corporation omciais can
be imprisoned.
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L

Economic concepts, ideas, etc., that might be brought up in answenng -the questions are pnnted in‘heavy

type (boldface).

1. In 1803 President Jefferson predicted that it would take: a

thousand years to settle the land beyond. the. Mississippi
River, yet the western frontier of the.United States disap-
peared in 1890. Explain the role of each of the followingiin
the growth of the United States: (a) nnmmhon, (b) know-
how; (c) investments by foreigners; (d) output per worket-
hour..

Labor supply; population; expanding consumer matket as
stimulus - for business; technology, mnovations, educa-
tion;- productivity; profit motive; capihl “Kuman upihl
,producuon costs.

. Explam why the United States could be called an under

developed country” in the decades immediately following

the Civil War. How did wealthy European mvestors help

to develop our country?.
Economic éfficiency; supplud capital for investment and
economic growth. .

. The. reconstruction of .the South following the Civil War

was a matter of great concern to northern manufacturers.

- (a) Why dld some northern mamufacturers-support the

harsh treatment oftheSouthbytheRadlcalRepubh-
cans?

Industrial vs. agricultural interests.

(b) Describe the gains made by the northern-manufactur-
.ers during the war.
Industrialization; tariff protection; nahonal banking
system, subsidies and land grasits.

{(c) To what extent werethegaxmerasedbythePamcof
18731
Business cycle; bank and business failures; unemiploy-
ment; labor unrest. )

-4

. Why did the(Umted States enjoy rapld economic growth

following the Civil War?
Population; expanding labor force;. mvenbons, increases
in the stock of capital goods; produchwty, new resources;
education; urbanization;. transportation and .communica-
tion. i .
(a)*How can today’s developing nations profit by Amer-
ica’s experiences with rapid economic growth?
Role. of capital goods and human capital; infrastruc:
ture (social capital).

(b) What lessons can we draw from our post-Civil War
growth that we might apply to current Amencan eco-
nomic growth?

Productivity; avoiding busmeu slumps; ruwcl\ and
development; education; govémmt’s role; “trade-
off" between consumption and invesiment.

(c) Are there any practices or policies fflfat'wgre desirable

9

. Capltalfomlatlon,myapﬂmdpllyﬁalapﬂ.

in the post-Civil. War period that would be:undesir-
able today? Explain your answer.

Unlimited exploitation of natural resources; ‘rapid

population growth.

g

5. From. whxch countnesdxd mmxgrantscome before the

Civil: Warl:After the war?

(a) WhydidtheﬁéumadActath’actEu'ropeanimnﬁ-
grants? ;
Boommicnmhvsformigabon popuhtion,gov-
ernment’s role,

(b) Howandwhydldstumslnpandmlroadcompam 7

encourage lumgrauon‘l
Profit motive.

(c) Whatdunasmtlmmtheshumofmmts
after 18901
hborsnpply conﬂicﬁngmmddowhchbw
andmw - A

(d)WhydndsomeAummopponeunmudmn-

umﬁhkoﬁuswelcomadxt‘lWhymtlnﬁnt
mumdnectedagamstﬂnChm‘l ,
‘Labor supply and:wages.

X Howaccurahemthe"wddWest movnesmﬁermsofwhat'
~theymvalabouttlneconomcandpolmalhfeoftheold

West?
Gwernmhndudmmm«-—

»mmmmﬂmmum

7. Wl\atdoeconomstsmnbymmt‘lﬂwdoesdmr

deﬁmtvmdnfferfromthewaypeopkwhomnotm '
mists use the term?

1}

(a) Explamhwmvestmentdepu\dsuponsavmg.

(b)Whydoesmvutmmtofhtmvolveasamfnofal
certamammmtofcmmphon‘lmustrahehowthss
so in the US.S.R: or. Continunist China.

(c) Towhatextentshmddtheptumtgu\enhonbeakzd
to domthontcomgoodssotlut its nation’s re- |
soumcanbedevotedtoapualaccumulahonforthe
beneﬁt "of future geneérations?

8. *Dacnbe the economies- of scale en;oyed by many large

corporations. " Discuss some- of <the “diseconomies” con-
nectedwnthlarge-scaleenterpmes )
Costs and output; mass production; efficlency; problems-
ofmanascmenthhrg:ﬁms

; One of the-principal advantages of a corporation is its

ability to raise large sums of money.

(-

N
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(a): Describe three sources of. new capital from which a

. corporation can acquire funds. (A)foodmpphsforatydmllas‘l
vy ) N Stocks; bonds; internal financing. ‘(c)Howdndd\emlroads(l)ramtheAmermnstan-
s (b) Why mxghtacoxporabonprefertomsecapntalby dard of living; (2) increase the productivity of western.
’ selling stocks instead of bonds?  * famasandtandtus‘l
il 10. Why has the corporation- become the dominant type of Ad) ﬁhml ml Wﬁm]m Ml‘ as
id busmorganmhonmtheUmudStatestoday‘l’Dmxs growth a
, : ‘ing, steel making, and manufacturing in-general.
. the advantages of the corporate form of business. and Inth-
p , Limited lability; “legal person”; specialization; economies h""""‘"m ql "ﬂh'_ﬁ"' exchange;
he - of scale; dkuibutionofmk,mytnu&tofowmlﬂp nology; costs;
i “immortality.” ll.Whynstheﬁrmalled‘thebaacunRoroellofourfree
I enterprise economy’? -
ni- . 11. In general, whattypsofbwarebestsnud to indi- Profit system; lﬂlll’l’ﬂ!l' lmﬁln ."&‘
| - ! vxdualowmrshxporpam\asluprad\erdnntlnco:ponte economy. he role of » i
V- form? ) T
I (a) COMW@mdwmm 15. Why do -economists consider the - slulk ‘training, and’
jes - business enterprises, ° literacy of the labor. force to be “huinan capital?
: » Economies and diseconomies of scale. Education and productivity.
- " (b) Discuss the factors-which must be present before 3. 15, What were the provisions of.the Homestead Act of 18621
nts small-scalemmpnseandevdopmahwle Explain an inportant effect of the act on any two of the
following: agriculture in the East; immigration; the Indi--
g lmpothnce of capital; Wﬁr pm(hct . ans; the cattle induitry.
L ’ markets; increasing returns to scale. u..wammum
nt 12. Whyhavecxtnshstonca.lybam “Centers of civilization?” .
| . wh number U.'Duan&ceﬁechofadtofﬂ\efoﬂowmgond\tmyof
f (2) Beplain why cites grew in sze and following life 6f the Plains Indian: building of the transcontinental
- railroads; mvamonoftheColtmolverMuchnnof
it '(b) What is the relationship between- urbanization and the buffalo; Dawes Act.
old economic growth? - wdwmmum&
i Specialization; transportation and commm, struction of natural resowrces.
= .~  concentration of markets. , ’
... ) ) . L B,:hlﬂ&&uyhdmﬂedhmmysam&
i ,’ - r' ? é ammofssformesht-l\owday
Llo-:_? (a)Howd:dt}numuconhmtalmhoadsyM\sopen (a) How did labor in other industries react to the new
L‘: . up the West? } mmforl‘otdwai:m?
S / Infrastructure; socal capital ransportation and (5) Why did Ford faisé his minimwm daily wage?
B g Stimelate incresse in productivity; employees would
£al (b) Whymdnw&mnﬂmaﬂsmﬁalfor:(})/m- kam-htfor&m
s | , P T '
L F L , - INCTIVITIES
ked 1° L. ' .
bl 1. Reports on “captains of ixdustry”: For each of the follow- His family's background
- ing—Cornelius Vanderbilt, Jay Cooke, Leland Stanford, ljsmmphbnpbmhsﬁdd
S Andrew Carnegie, Jay Gould, I.PiapontMorm Jaines The benefits society gained.from his enterprise
! J. Hill, and John D. Rockefeller - assign a student to pre- His attitude toward laissez faire
ge i paxeanoralreporttoudmgonthefollowmbancponm Yma:pluaﬁondlﬁ'qmm

4

more numerous than corporations, but corporations account for
the lion's share of production, receipts, value of assets, and
so on.

s Fl

. 5. Actually propnetorsh'ps and partnerships are- substamully

\

ing; (2) agricultural development; (3) meat packing;

2 cwmmm;wmmmby
m&mdwmmm
1860 arid 1890; a-liné graph .indicating the growth by
decades between 1870 and 1900 for steel production, rail-
road mileage, and meat packing. Source of information:
HstoncalStmoftthnddﬂdes

4

”

o7

s

B
o




37 4

L.EF F

fshelg

3. Reports: Ask individual students to.make brief oral re-

ports on:
AlmndeanhamBella\dthetdephone
Thomas Edison and the electric light bulb
John D. Rockefeller and the oil industry

Andrew Camegie and the steel industry
Wright brothers and aviation

4. Have students investigate and report on the backgrounds

. and occupations of immigrants (or migrants) who came to
your community. in the past century. What kinds of work
dndmwcomdueﬂymmt!m?Now‘lMutm
butwmhavemwcommadetod\eecmandcul-
tural life of your,community?

5. Interview: Askanadultwbowasbommliumpebuﬁs

now a U.S. mdenuhefollowmqm.

(a) Why did you come?

(b) Whatd:fﬁculhesdldyoumaamm‘l

(¢) To what extent did you find in America what you ex-
pected to find?

6. Maps: Students may be asked to prepare (a) a map of the

.foutes from the Mississippi to California before 1860; (b) a
nnpofﬁunﬂandmmaysamw(c)amofﬂn
pnnopalnaboml highways today.

7. Diary: Askastudmttomahmomldwyorm

dscri!mgampw&onﬂltl)'monPacﬁcRahodmﬂn
1870s.

.8. SmderMMMMbw'
vestigate and report’on the following:
Crédit Mobilier scandal-* . .

-

Ranlroadﬁnammmethods

Comuumonproblammbml&gmmual

railroads

9. 4 Mvdmm Write an adventure story based-on an

imaginary trip from St. Joseph to San Francisco at the time
oftheCi\nlWar Descriptive material is available in Mark
Twain's -Roughing It (Chapters 1-8). Describe how you
would travel, the hardships and dangers involved, and
what you would see and encounter,

. Graph: analmeyaphmdmhngtotalupmdmmfor

education in the United States between 1860 and 1900.

. .Individual research paper: l-laveutuda\tdoamkre-

mﬂlmmwmme&um(md
sdmhds:d&edtopumulmmdtolﬁe—hme
earnings.

.T&maﬂkmhmd

. sonsibilities of.G
pml:lems,omlladmlts andtheroleofre- )

X C-m&znamdgmudfectofmm

mmaumm.«mi&.

4. Tablt:Pupandtd’le mmwsw
. bdow, wmﬂnm&mﬁ

d\edmfausofbumsam o

. ‘Record: Play “The Great West: -Historical Narration-and.

Music.” It-describes the U.S. monwatvm’d,m
mummmm)

. Filaetrip: MYaurhys “West, whchdauibsdle
. eyabadmkofﬂnAmWatmﬂ\eM

century.(4 filmetrips, meﬁﬁmd
theV'nnlAﬂs) .

SINGLE OWNERSHIP

»




[
{
1
+

¢
1
I

17. Gm "Promonon simulates interacting - developments

ofcitygrowth industrial growth, and railroad expansion
mlatenmemthcmturyAmmca (Grade level: 7-12;
no. of players: 25-35; Science Research Associates)

18. Hhutrip Reconstruction (1979) portrays one of the most-

critical and complex eras of American history: 1865-1877.

mptoyamfocussonblackmmpahon civil rights; *

* hard economic i and political alliances. (2 filmstrips,.
2 records or ‘cassettes, spiritduplicatircuuﬁers,md
teacher’s guide; EAV) i

19. Film: Growth of anlmg in America, 1865-1900 (1967)

documents the tremendous changes in farming that took
place between 1865 and 1960. It was a period 'of transition
from: small to large scale operations, technological ad-
vances, farm protest movements; hardships, etc. (Black
and white, 14 min., teacher's guide; Coronet Films)

20. Film: Immigration Experierice: The Long, Long Joumey

focuses on the dreams and probléms of immigrants by tell-
ing about a family of Polish-Americans. (Color, 29 min.;
Learning Corporation of America).

21. Oral reports: Ask your students to present brief sketches

- on the contributions of each of the following inventors to

American economic and social life: Pullman, Westing-
house, Morse, Field, Bell, Sholaanddeson

. Filmetrip: Tohdpstudeotsunduuandtl!dfectsofin-
.dustrialization on the people of the Gilded Age (the gen-

eration -after -the -Civil War), .show. Industrial -America:
America Comes of Age: 1870-1917. -(Black and white, .
sound; . Scott Education Division) - .

3. Fim: Todambethegreatmﬂuxofmwmmmbe- .
tween 1885-and 1915, ‘show HuWMma Alistair.

Cooke’sAmenca Series. (16 thm, color, 52 min.; Time-

. Pmi’laaforuulysii.ﬁconomnststdlmthatwlmnm,
- increase proportionately with prices in times of increasing
" productivity and economic growth, the level of living goes

up. Moreandmxmbeconnm Wllyuths
so?

(a) Menhonsomeuems co:mdexedhmmsmﬁnlm
* that all families now corisider necessities.

" (b) Explain what happens to the level of living wher Labo.

deinands and receives higher wages but productivity"
(output per worker-hour) is not increasing. ’

(c) Whyslnuldbﬂhhbora\dmtbew
mmngproduchvntyandpmmomgywﬁﬂ
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Topic 10

<

The Protest ﬂovomfcn’t‘s

°

MF&&MM«M

Labor-unions

Functional disttbution of income

Faim problems
‘Women's rights

Amloucu e UNITED STATES. made. great: economic
progrusaftu’theleWar, this progress was-uneven
(for examnple, tbepenodsfromlmmlm»dlmw
1897wmpmodsofmayotdepmdou)mdtlmem
manywhodxdnotsemtobegettmgahntshauofthe

‘nation’s-increasing wealth. Various protest movements
-emergedonbdnalfoﬁtl\eworkus ‘the farmérs, women,.

the urban poor, immigrants, and“od\ergmups One of

thenwsthandmpoﬂantdenmhmAm~
caneconomnch:story:sthegmwthofhbotam . point;.

tions. Since most men and the majority of women in the

United Stawsspa\dﬂnbaherpartofﬂmrhvsmtl\t

labor force, it is-important for students to learn about
the role. of labor unions in the United States economy.

Smdmtsshouldstudyﬂlemfotﬂ\efm
txonofumonsandthehnstoryofmnondevdopmu\t It
wouldhelptobacktrackatthxspomtandtocontrast

cond:hommﬂnhkl?%atdaﬂylﬂbsm&ﬂuose ‘

ofthepost-leWarpenod Themwnponryshn-

tion should also be noted, .of course.. Unions did exst -

back in the 1790s, althoughtheywtdedtobemnllmd
localized. Also, theywmofwmotmw\dedtobeper-

manent organizations, but would disband as soon as the -

workers" xmmednateobpechvu(mchashdnrm)m
achieved, More importantly, most factories and shops
weresuullmoughsothatemployescouldhavedose
personal contact with the employer, many workers
couldeasnlyxetumtofarmmgnffactoryworkpmvedto
be ‘unsatisfactory, and it was not uncommon for work-
ers to raise some of their own food on their own prop-

ertyandthusnothavetorelysoldyontlmrwaaufor ‘

subsistence. After the Civil:War, however, ‘cities grew
larger, “factories located in urban. areas, shims devel-
oped, it became impossible for the industrialist to know
each worker personally, and urban workers could no

~l«'mgerransesomeoftlmrownfoor.lanclthnsbemme

totally dependent. upon wages. Immigrants were pour-
mgmfromabroadandumngtluhbormpply,

helping to keep wages low, accepting working condi-.

tions that.native-born Americans would not tolerate;

andevenservmgassmkebmkers 'l'heendofthefron-,

'wmntfeweropportumhstommWestandmm )
tofarmmswhmfactorywotkandurbanhfebeam

oppressive.
Someoftl\ewq:thubthatmsponndby )

employendurmd\tmmﬂ\myshmldbeu- ]

amiried. The so-called. iron law.of .wages was the gen-

4mhzaumtl|atmuldto¢tﬂeatapommntbudy
-h@m@mmﬁ»whngdmatam
:Mkvddhmlfﬂumgvsabonh

wenttheaw workers will hive more chil-
dtenandthempplyoﬂaborwmdmm The law.
of -siipply ‘and desnénd will now - function to push the

'mmm-mmm&em

Jevel. Workmhavmdnfﬁalltyfeedncﬂmelvswm
notbemdmedtohavednkiren 50 the labor supply will
diminish. Nowﬂnelawofupplyanddemandp-hs
wapupmhlthcjapmrachﬁatpou&w]at&e
rate is at the subsistence level: In somewhat overly sim-

plified:terms, tlnswasatlaoryo(»whathappawdho

wmﬁnhqmﬁmmmdmam
wl\atoughthohappalandarynﬂtl\ahtwafoﬂyto

pay workers more than the subistence wage.- ‘One.em- .
ployernpomtﬂym “Wheni workers. get starved
down toit,: ﬂmd\eymmwworkatwhtyouan

"l‘l‘heUS miuuinﬁzmbethcumny -of
cm,hasc&pwvdmymofdmtypeﬂidu

;pandwotkasdomtalwayspmd:mmdtﬂd:m and -

ﬂuwotkewhooeumsunﬂaboved\ewbm

Alevellsbeturabletobuytheoutputofmdustry

andthehtpinlutluoty Amordingtothewmﬁmd

- tluo:y,employmmenm&ompmmymto

buy materials, pay rént, pay interest, and hire labor. A
speaﬁedamount(d\ewapfmd)untandeforhbor

- 1. Sn Harvey C. Bunke, A Primer on American Economic Hlstory

(New York: Random House, 1968), p. 77.




An increase in the number of workers will reduce the -

wage rate because more people will-be sharing the same
amount of money. If the labor supply diminishes, on the
other hand, the wage rate will rise. Given-a fixed wages
fund and a fixed supply of labor, if one group of work-
ers successfully fights for an increase, some other group
will have to take a cut in pay. And, if the entire wages

fund were increased, there would be less return for the °

other factors of production (land, capital goods, and'en-
trepreneurial labor).

The marginal productivity theory is more complex,
and the reader should study a standard economics text
or books on labor economics and wages for-details. In
essence, this theory asserts that the wage rate will be the
marginal revenue product of labor.? ﬁl workers of -the
same type will get the same wage, whxchxsawageequal
to the marginal productivity of the last worker hired. In
other words, a firm will keep hiring workers as long as
the last person hired adds enough-to the firm's total
revenues to at least pay that-last person’s own wage:

The bargaining theory is especially important to
the study of unionism. There is a maximum-and mini-
mum point for the wage rate, and the actual wage will
be determined by the rélative bargaining power of. man-
agément and labor. A worker's opportunity cost m@t
set the minimum point, for —all other things being equal
—he will not work for Firm X if he can get a higher wage

"at Firm Y. (In the long run, the bare subsistence level
might set_the lowest possible wage, for-workers must
earn at least enough:ito keep themselves. alive.) The
maximum wage rate is set by the worker's productivity.
If a worker adds $50a day to the firm's revenues, and
that same worker can get $45 a day for doing the same
job elsewhere, then the wage will be somewhere between
$45 and $50. If the worker is ina weak bargaining posi-
tion—the supply of labor is large, there is high unem-

ployment, or there is no union to bargain for the worker-

—then the wage is likely to be near the minimum point.
If workers are in a strong bargaining position—labor is
scarce, there is full employment, employers are fiercely
competing with one another and need all the workers
they can get, or there is a strong union —then the wages
are likely to be close to the maximum point.

The basic issue here is the functional distribution of
income—the sharing of income among the factors—
. land, labor, and .capital goods—that produce the-in-
come. Labor can be defined as all productive human ef-
fort, and labor’s share is called wages. Profits and/or in-

2. Tne theory assumes that workers are competing with one an-
other for jobs; employers are. competing for workers; fabor is
mobile and will move to where wages are highest; capital is
mobile; full employment exists; the vaiue of labor's marginal
product can be ascertained; workers of the same type are inter-
changeable and receive the same- wage. and employers are

seeking to maximize profits.

terest make up the share going to. those who provide
funds for capital investment. Rent is the share going to
those providing land. (Value questions: Just how should
we determine who gets what share of the pie? What con-

4 stitutes a “fair” profit? How can we decide what is a

“fair” wage? What is a “fair” rent? Can a‘mass produc-

-tion économy succeed without creating a basxs for mass

consumption?) The controversy over how income is to
be shared provides many of the intellectual fireworks
that enliven American economic history. Amongthe
tantahzmg questions that might be explored by the class
is: Is it possible for one factor of production to increase-
its income without decreasing the share going to another
factor?

“

Bmsx WAGES HAVE always been-a basic-aim of orga-
nized labor. One-of the causes- ofthegreatmlroad'
strike of 1877, for example, was that wages were being
cut while stockholders were receiving larger dmdu\ils

There are many interésting facts along these lines-that
can be used in your lessons. For example; it js said that
in 1900 Andrew Carnegie’s i ihcome was‘$23 million (and
there was no income tax!), while the average American.
worker was receiving somewhere betiveen ‘$400 and
$500.3 Thus, Carnegie's income was nearly 50,000 times
greater than that of the average worker!.

Students should understand, however, that unions )
h'avemanyqthersoalsbs;dewags (This is particu-
larly important because the press has often emphasized
the wage demand during labor disputes at the expense of
other important: issues.)- As many as 35,000 workers
have been killed in a single year in job-related accidents,
and thousands more have suffered from serious injuries
or diseases. In the country’s early days, children were
set to-work as early. as 4:30 in the morning and sent
home at nightfall —putting in a 90-hour week and re-
ceiving as little as one dollar for the entire week’s work.
Unions were considered illegal oiganizations by early
courts, and in many other ways the forces of govern-
ment were often brought to bear against the worker.

It is true that workers sometimes employed violence,
but so did management and governmient. Such confron-
tations as the railroad strike of 1877, the. Homestead
Strike (1892), and the Cripple Creek Strike (1894) are
exciting; eventsofthatmture as well as strikes or.the
oocasxonalactofvnolencecapturetheheadlm It should
be stressed, however, that the overwhelming majority
of labor-management differences today are settled peace-
fully at the bargaining table. It might be noted, too, that
labor organizations often take an interest in problems
that are not “pure and simple” union matters. Some of

3. Frederick-Lewis Allen, The Big Change (New York: Bantam,
1952), pp. 24-25,
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the earliest worker groups fought for free public schools.

Modern unions sometimes serve as a “people’s lobby” to
promote better housing, slum clearance, pollution con-
trol, tax reform, and the like:

Taz RIGHT TO organize and to bargain collectively-is
probably-the most basic and most important of-labor’s
demands. Once workers have formed a union, -and that

union has been recognized as the rightfuil bargaining -

agent, there is a better chance;that the other typical de-
mands, Chigher pay, a shorter work week, better: and
safer working conditions, job security, and fringe bene-
fits) will be met. Although a Massachusetts court ruled
in 1842 (Commonuwealth v. Hunt) that unions were law-

ful organizations, rathef than illegal conspiracies, gov-

ernments were generally either indifferent toward labor
or took the side of management until about 1932. The
Sherman Act, designed:as an:antitrust law, was -used
against labor, and court injunctions against strikes were
common until limited by: the Norris-La Guardia Act of
1932. In 1935 the National Labor Relations Act (Wagner
Act) established the right of workers to join unions and
bargain collectively (see Topic 16).

- The cliss should evaluate the goals and demands of
Jabor, note the extent to which théy have been met, and
identify those that are still unfulfilled. If students find
‘that even today many workers are killed or injured on
the job, that children are-still being employed.in hard
and dangerous farm-occupations, and ‘that inequities in
wages exist, the students should discuss the question-of
how best to reimedy these ills. Thé approach:to labor-

T ent issues should be as-objective and‘unemo-
tional as possible. The notion that one side is always
right and the other always wrong should. be avoided.
One must “stick to the facts” as well as apply the eco-
nomic tools of analysis. i .

Union structures can be examined, -so that students
understand the meaning of craft union, industrial union,
local, national, international, and federation. “The
goals, techniques, and weapons of labor and of manage-
ment can be defined and compared. Some of the terms
students should understand are strike, lockout; boycott,
agency shop, closed shop, open shop, union shop; arbi-
tration, bargaining unit, checkoff, company union,
cooling-off period, escalator .clause, featherbedding,
mediation, fringe benefits, guaranteed annual wage, in-
junction, picketing, productivity, right-to-work law,

s

,

shop steward, and yellow-dog:contract. Later in the
course there will be further opportunities to reinforce
and augment study of the labor movement.

Auo‘m; oTHER GrouPs that have demanded fairer treat-
ment, the farmers are particularly worthy.of st 1dy. Was
the average farmer of the late ninéteenth century really
suffering fromi excessive railroad charges, land monopo-
lists and speculators, and unreasonably- high interest *
rates? (And to what éxtent are the complaints of{today’s

fariners justified?) The answer.is far from-simple; and'

economic historians have been doing-a great deal of re-
search-on. this siibject. If railroad rates,were indeed 1i
ing at:a particular period in history, can it be assum
that this hurt the farmer who relied upon the railrdad to
get his crops to.market? That-assumption cannot beac: -
cepted without evideficé. One should ask such questions
as: Were the rates rising faster than the pricés the farm="
ers received for their products?* ] ’

The fight for women's rights certainly has economic
implications. It i important to realize that our.econofy

deriied jobs that they:are.capablé. of holding. (or denied:

eihicatiohal opportunities that would train thein forbet--
ter jobs) are not producing as much ‘as they coild be

otherwise.bé the case, and. the total national incomie is:

Iower: Unddubtedly, our current GNP-would'be higher
by several billions of dollars if blacks, women, and)
other victims of discrimination wefe accorded equal op-|
portunities. Many of the gréat woinen- of American his- | -

tory fotight not only, for their owri ights ritto obtaina !

better level of living for blacks, the poor, the inmates of |
asyluns .and: prisons, and. workers in general. Move: |
ments to obtain better health and housing likewise have: |
economic significance. Poor housing -and disease. often. \\1

g0 hand in-hind, and—aside from feeling compassion |
for those who are ill ~we should realize that by ending.
these conditions' wé improve the oiitput of.the persons
involved and-of society as a whole.

4. ‘For a brief but excelient discussion of the farmer's complaints,
see Robert Higgs, The Transformation of the American Econ-
.omy, 1865-1914: An Essay in Interpretation (New York: Wiley,
1971), Chap. 4.




DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that might be brought-up in answering the quesuons are printed in heavy

type (boldface)

1. What is a protest movement? Why did protest movements
develop in the second half of the nineteenth-century? In
the 1960s and 1970s7

‘Causes of inequality; functional distribution of income.

. What .are wages? Why do wages differ among occupa-
tions? About what percentage of the annual National In-
come is accounted for by wages?-

Labor productivity; distribution of income.

. How might wages in a one-company town compare with
wage rates in towns where several companies are operat-

- ing in the same industry? What accoums for the differ-

ences?

Demand for labor monopolies; company unions; labor’s

bargaining power.
. How are wages determined ina competitive free market

economy?

Supply and demand; labor productivity.

(a) What is the-highst wage a worker can ordinarily ex-

pect to be paid?
Labor's productivity.

(b) What is the lowest wage that a worker will ordmanly

accept?
Subsistence wage; opportunity cost.

(c) Explain the “iron law of wages.”
Supply and demand for labor; labor productivity;
subsistence; other wage theories.

. How does the proprietor of a beauty salon decide on the
exact number of beauticians to be employed?
Marginal productivity; business costs and revenues,’

. Which jobs in your community earn the highest pay?
Which earn the lowest? How do you account for these dif-
ferences in wages?

Theories of wage determination; labor productivity; labor
unions; demand for labor.

. What is meant by the “labor force”?

(a) Explain the major changes that have occurred in the
labor force in recent years.

5. A firm will keep hiring workers as fong as the-amount that a
worker adds to the firm’s total income (‘‘marginal revenue pro-
ductivity®) is greater than—or at least equal to—his wage.
Thus, if a new worker adds $30 a day to the firm's revenues, and
his wage is $27 a day, the firm will hire him. The firm will stop hir-
ing new workers at that point where the last worker's wage just
. equals the amount that worker adds to revenues.

> -

Predominance of service industry jobs; increasing role
of women; role of education.

(b) Why are changes in the labor force iuiportanttoyou
as a ‘high school student?
Cauerphming, eduuﬂonforﬂnwwldofwork.

, InwhatwaydndearlyAmmcanumonsdxfferfromthe

unions of today?

(a) Why did the courts consider_the early Americ_an
unions to be illegal?. -
Unions as * compindd’unduoldcommonhw,col-
kcﬂvcbam;oakofhbor

(b) Whatnsthesmnﬁcameofﬁ\ecaseof Commonuwealth.
v. Hunt (1842), decided by-Judge Lemuel Shaw: of
Massachusetts?

‘Legal recognition of unions; labor and governument.

. Why did union organization seem to-be-more important

to American workenaftertheCivxl War?

Changing industrial ‘situation; urbanization and the’
worker; workingcondiﬁomwa.acollecﬂvebupm
immigration; goakohmiom

(a) l'Lowdndemploymtrytomtsomeofd\edunands
oftheworkus‘l

(b) What role did governmient playmlabor-mamgement .
affairs after the Civil War?
Court injunctions; mcofpolioeandtroops m:nd
fedenllabo:lam

). Why do workers join unions?

Coﬂedivebamﬁmdmiom union--
sponsored legislation.

(a) How.do unions attempt to influence wages and work-
ing conditions?
(b) Why did the growth of trusts lead to labon:tropble;?

. How did the American Federation of Labor differ from the

Knights of Labor?

(a) How did Terrence V. Powderlydiffer from Samuel
Gompers.in philosophy, objectives and policies for
union action?

(b) Why did the AFL succeed while the Knights failed?

. Exp'laintheimpactoftheAn&.:?nlabormovemton

each of the following: the protective tariff, cheap land in
the West, unrestricted immigration, growth of national
business organizations.




. Discuss the aims of labor and the aims of management in
negotiating at the bargaining table. How do they differ? In
what ways are they similar? -

. Explain ¢ each.of the following peaceful methods of settling
labor-management differences: collective bargaining;
mediation; arbitration; fact-finding boards.

. Should employers ‘have an unrestricted right to impose
lockouts? Should unions have an unrestricted right to call
strikes?” Should government intervene when work stop-
pages inconvenience the public-or threaten public health
and safety® Defend your views.

. What are profits?

Profits as the “residual share™; busums costs and revenues. ’

(a) How might each of the following gain if ‘business prof-

its are good? Invéstors; management; consumers;

workers; government.

Profits as incentives to save, invest, improve produc-
tion techniques; as rewards for efficiency; use of prof-
ntstocreatenequdbettetproducts,assoumeof
taxes; as stimulus for economic growth.

(b), How do government policies affect profits?
. Taxation; fiscal and monetary policnes minimum
wage laws,

(c) Isit posslble to have high wages and high prohts in the
same industry? Explain.
Productivity; functional dxstnbuhon of income,

."What group-constituted the leadmg membeérship of the
Popuhst party?

(a) Describe the platform of the Populist party.
Money and banking; taxation; land policy; immigra-
tion and labor; transportation and communication;
government’s role in the economy.

(b) How.successful was the party in achieving its ideals?

. Organized labor experienced -many hardships and set-
backs during the fifty-year period following the end of the
Civil War..Discuss the major problems facing unions dur-
ing this period and the reasons for union setbacks.
Distribution of income; government and dabor relations;
labor and business cycles.

. Explain at least one effect of each of the following on
American economic and political life: (a) the Greenback
party, (b} the Granger Movement, (c) the Populists, (d
the farm bloc.

Money and banking; distribution of income; wtation,
farm problems; government’s role in the economy.

. Show how the federal government attempted to meet one

major demand of the western farmers i in the last quarter.of
the nineteenth century.

. How are the problems of the cities in the 1880s and 1890s
similar to the problems of cities today? How do they differ?

Housing; transportation; slums; poverty, welfare; conges-
tion;.costs, of health care. .

. Although the- Repubhcan afid Democratic parties have

dominated American politics since the Civil War, much of
the economic and political progress of the American peo-
ple is said to be the result of:the pressure of third parties.

‘Do you agree? Explain your answer:

. Discuss the effect of each of the following on the Amen

can workei: (a) the end of the frontier; (b) increased use of
machifiéry; (c) the rise of “company towns”; (d) business-
panics; (e) the growth of industrial combinations; (£) gov-
ernment involvement in labor—management affairs.
Supply and' demand for labor; automation; productivity,
monopoly powers; the business cycle; labor legishtion

. Compare hours, ° wages working conditions, and- frmge L
: beneﬁtsmthel&Osandthel% Explamthed:ffemws

Collective barpininc, labor contracts; health, safety, and
workn\en's compenahon laws; child labor laws; sodal in-
ance; minimum wage laws..

*

X Afterthervlear,hfeonﬁ\efannsandmsmalltowns ‘

changed greatly. How did each of the followmgaffectthe
manneroflnvmgmmralareas?

(a)—fRural electrification

(b) The interurban trolley car
(c) The automobile

(d) The telephone

(e) ‘Radio and television.
Teclmologlcal change; standards of living.

. The farmers troubles in the late nineteenth century can be:
.described in terms- of supply and demand Explain how -~

supply and demand affects
(a). the price of f‘arm\land
(b) the cost of transporting produce to market

(c) the price-paid for wheat, corn, or soybeans in the )
wholesale'market .

{(d) the establishment of farm cooperatives.
Elastic and inelastic demand; lawsofwyplyanddemmd
markets; maxket price; competition.

. The farmers’ problems in the 1880s and-1890s were partly

due to excessive competition.

(a) Show how the farm problém is caused by a combina-
. tion of free competition on the supply side and inelas-
ticity on the demand side.

Elastic and inelastic demand; competition; markets:

(b) Why do farmers operate.under conditions closely ap-
proximating pure competition?
Freedom of enterprise; many producers, many buy- .
ere: law of supply and demand. X

7’
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ACTIVITIES .

. Then-now: Plan a series of skits to illustrate the nature of

protest movements on behalf of the nation’s workers,
farmers, women, the urban poor, immigrants, and other

minorities in the second half of the nineteenth century and-

in the 1980s.

. Graph: Using The Statistical Abstract.of the United States

or Historical Statistics of the United States, prepare line or

‘bar graphs on the number of workers in agriculture, min-

ing, trade, and’ other areas for the decades from 1880 to
1980.

, Short paper on career: Ask students to.prepare.a short

paper on the job they are considering as a career. Includ:
the job.characteristics, the supply of potential applicants,
and the advantages and disadvantages of their chosen pro-
fession or vocation.

. Speaker: Invite a representative from organized labor.to

the classroom to give a first-hand account of the history of
a local union; the speaker-should include information
about the union's affiliation and program.

. Book report: Some fnchon vividly portrays the life of

farmersandranchexsdunngthepmodoftheAgﬁmn
Crusade. A student may, for example, wish to report on
Hamlin Garland's A Son of the Middle-Border or O. E.
Rolvaag's Giants in the Eqrth.

: Oral reports: Askthesmdentstodohbraryruemhon_
the origins, structure, achievements, and shortcomings of

the followmg nineteenth century unions.
National Labor. Union
Knights of Labor :
American Federation of Labor

. Table on industrial - warfare: In one column. of a two-

column table, have the students list'the chief wupons in
labor’s arsenal (picketing, boycott, union shop, etc. ), and

in' the other the countermeasures for each of labor’s weap-
ons that managcment has developed

3

. Topuforpumkanddebata ,

Should workers join unions?.
Can unions and businessmen keep industrial peace?

Hascollecnvebarganungbemafa‘ﬂuremkeepmsmdus— K

trial peace?
Should the government regulate unions iri the publrc in-
terest?

Should unions- be incorporated and held rupormble for

the actnons of -individual mbm‘l -

.
*

. Sociodrama: Orgamzetheclasmtoanimpromptuunion

membership meeting for. the discussion of a controversial
jssue —the opening up of traditional men’s jobs in a local

ees.

factory or other place of employment to women employ- .

]

10, Interview: Ask a represéntative of a union and of a local

company that recognizes a union to come to class and ex-
plain how they bargain i:ollectively‘ with each other.

. Great labor statesmen: Orgamzetheclassasacommitte'

to nominate three labor leaders of the past as Great' Labor
Statesmen. Ask mdwidual clas members to prepare b briefsa
on leading candidates such as Samuel Gompers, ]ohn L,
Lewis, Terrence V. Powd«ly, Walter Reuther, étc. Aften .
general. ducusnon, ask-the class to vote for-whom they'
think is greatest. - : \

. Poem: ReadingEdmnMarklamsshortpoem 'TheMan '

With: the Hoe,™ will give the students a deeper. umsht on
the.victims of economic conditions at the end of the 19th,

century.

. “Time line: DrawahmhmforMﬂestommAmmcan‘

I.aboanstory that bemmlMardendsthemrbefort
theonemwhrchyouareconduchngtheactivxty The time
line might incliade- the Philidelphia Carpenters Unioa
(1791), Mechanics Union Trade Asocnhon, Phlladelpl\ia’
(1827), Commonwulth 5. Hunt (1842), Molly Mag\mu
(1854), Brotherhood of Locomohve Engineers (1863), Na-
tional Labor ‘Union (1866); l(mghts of ‘Labor (1869),
Américan Federation.of Labor (1886),_ Congress of Indus-
trial Organizations (1938), AFL-CIO riverger (1955)

. Collecﬁvebaminﬁuwdon  After studying a union con-

tract (such-as the- one in the appendix to ‘Faulkner and '
Starr,LubormAmmca),theclasmayuwinrole»
playing by negotiating its own union contract.. To accom-
plnhthudmdetheclasintomnm\em, laborand
mediation: committees. Items that. might be comidmd'
would include hours. and ‘Wages, vacation time; fringe
bmdm,aguaranteedamualmge

. Role-playing: Convert the class into a Convenhon of the

State Grange preparing iu platform for the. elechon of
1896. Amsnmdiv:dualstudmtstouplamtotheoonvm—
honwhythefollowuuplankuhould -or should not; be:
mcludedinviewofthefacttl\atmootfammmm'
nial debtors: tariffs on manufactured godds, the gold stan-
dard, tight credit controls, free coinag=. of silver, .regula-
tion of railroads, sovanumﬁowmlupofpublicutﬂiﬁu,‘
a’liberal land policy. Bywayofmmmary,letmedm
adoptaplatform

i6.. Filmetrip: . Labor Unions, U.S. EconomymActionSeﬂu
'(1976)exanunawhymdhow labor unions have grown,

anddiocuuatheeffecuofuniomnponwm workinx

_conditions, and fringe benefits. (Color; caseette or fecord,

teacher’s guide; Educational-Enrichment Maberhls)

Film:. 'I'hckinoflabor(lm)mthehiﬂoryofﬂ\e
Americanhbormovmt Provides an overview of the
major attitudes held, by management and government to-
wardhbor Focumontheeventsthatvutedlaboruniom

~
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with bargaining power Contrasts working conditions in a-

textile factory at the end- of ‘the ‘ineteenth’ century with
working conditions today. (Color, 30 min., teacher's
guide; Encyclopedia Britannica Educational Corporation),

. Simulation-game:. “Strike” simulates late nineteenth cen-
tury labor-management relations in two phases: Phase |
culminates in either a strike, lockout, or fumbling: attempts
at collective bargauung Phase Il simulatés a contempo-
rary collective bargamms session.. (Grade level: 7-12;
playing time: 20 hours; no. of players: 20-40} lnteract)

. Role-playing: Select nine students to serve as )ust;ces of

the Supreme Court hearing Munn v. lllinois. Choose two

or three bright students to serve as attorney's representing

. the railroads and two of three to represent the State of Iili-
nois. Let the rest of the class represent reporters. Ask the
reportels to write a news item on the proceedings as Kiome-
work.

. Film: Show Bargaining Collectwely to ﬂlustrate the rea-
sons why a union asks for the right to bargain collectively
wnh management. (10 min.; Teaching Film Custodians)

. Recordmg Play a, recording of Bryans Cross of Gold”
speech of 1896 to set the tone for a discussion oﬁ the Popu-
list-Movement..(Caedmon, Great American Speeches)

. Filmstrips: Among the numerous fdmstnps on labor and
labor. problems, the following is helpful:
Collective Bargaining; Labor; Government and Labor
(Stanley Bowmar Co., 4 Broadway, Valhalla, NY
10595).

X <

. Film: Show Labor Comes of Age to depict the growth of

labor unions and the strengthening of collective bargain-
ing. (19 min.; Encyclopedia Britannica)

. Film: Show The Labor Movément: Beginnings and Growth”

in America to review the history of orgamzed labor from
the Civil War to World-War I. (14 min.; Coronet)

. Book reports: .Ask interested students to read classic
_monographs on the farm. problems of the second half of
the nineteenth century, such as Buck's The Agrarian Cru-
sade, Dale Kramer's The Wild Jackasses: The American
Farmers in Revolt, or John U. Hick's Populist Revolt.

. Film: American Parade: We the Women, examines the
role of women throughout American history. (Color, 30
min.; BFA Educational Media)

2 ' Committee report: . Create a committee on women and the

economy in the nineteenth century to seek answeérs to the

followmg questions:

(a) How did the lives of nineteenth century workingtlass
\ men and women both resemble and differ from each
\ other?

(b)‘\Did technological advances, such as the invention of

the sewing machine, the telephone, and the typewriter,
\ . .

\

28,

affect men’and women differenily?’Explain your an-
swer.

(c) How did the removal: of -cloth production from the
home affect men, women and the family?

Analysis of a quotation: “The development of a capntahst

industrial order in thé United States segregated work
physically and psychologically: from the home. And, the
rise of the helping professions stripped the family of func-
tions it once performed.” Explain the extent to which you

agree or dxsagree with this quotation.

. Primary sources: A market society generates a massive ar-

ray of business records.which reflect the economic condi-
tions of an era, methods of production, and living condi-
tions of the work force. Some of these records:survive in
family businesses and may be accessible to your students
for use in class as individual or group reports. Examples
are records relating to employees such as wages, job re-
quirements, and practices of hiring and firing: The reality

- of discrimination becomes starkly apparent when job an-
nouncements include a statement of ethnic groups not per-
mitted to apply, or when dismissal reasons are hsted as'A
-Polack” or “Irish and'Drunk"¢ °

. Individual reports: Ask the students to wnte two obituary *

notices, one for awoman who died in 1883, and one fora
woman who died. a hundred years later. Include such .
items as career choxcs, degree of economic secunty,
munity activities, -and economic condmons Studenu
should use the information in the obituaries to answer dis- _
cussion questions such-as: How has the role of women
chiinged in the last one hundred years? How.did her envi-
ronment (urban, suburban, or rural setting and home life)
affect her?

. lndividual report: Suggest- that. a student. investigate the -

treatment of the Indians after the Civil War. Questions to
ponder include: In-spite. of .the Dawes Act, the Indians .
-could not adjust to the white American way of life, while
European immigrants were usually successful in becoming
Americanized. Why was this so? Would .an American
policy of "fnendly co-existence” have worked with the In-
dm@s? Explain your answer. °

.. Problem for analysis: The change from family farming to

commercial farming started over.one hundred years ago.
‘Large farining organizations are now called agribusinesses.

“Why has the gradual disappearance-of the famxly farm

been d matter of concern?

(a) Why is'the family farm disappearing from our land?’

(b) Why might agribusinesses have lower production
costs than small farmers? -

(c)-Why is it difficult for small and mxddle-sxzed farms.to
compete with agribusinesses?

. Afew commercial publishers are marketing teachmg packets on

documentary sources.-Perhaps the best known is the Jackdaws
series published by Clark; Irwin and” Company, Ltd., featuring:
attractive facsimile feproductlons

’
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WE TOUCHED uro;« some of the p
big business in earlier topics. Thei

" cause friction today and deserve. mo “intensive study.

Bngness is not evil per se, but large firms generally enjoy:
more economic-power than' small fis and that power-

is sometimes abused. The activi

called robber barons of the laif
twentieth century make for exciting readmg The battle
for control over the Erie-Railroad:(1868) was fasculat-
ing, and*would make an.interesting (if somewhat ex-
treme) case study. The terms monopoly, oligopoly,
monopsony,. oligopsony, monopolistic. competition,

and concentration ratio should:be understood by the:

class.! Some of the possible effects of business concen-

tration (higher prices, above-normal proﬁts, less out-
put, lower quality of products or service, and pnoe and
rate discrimination) should be noted. (Note too,
however, that in some years large firms in highly con-
centrated industries operated at a loss, e.g., U.S;: auto
‘manufacturers in 1980, 1981, and much of 1982. )

It is possible to demonstrate that pnces and proﬁts
tend to be higher and output lower in ‘industries in
which perfect competition: does' not éxist; In- college
courses this is usually‘done by comparing the demand;.

marginal revente, average total cost, and marginal gost:
curves of the firm in perfect. competmon thh those of

. 4
1, The term mio is applied to-the’market ‘structurg of:an
industry that/consists of one producer only, applm to
an industry of just a few producers. Monopsony sp-
plies to a market structure in which there is but one buyer.for an
industry's output; olluopoooy ba to & market structure in
which thefe-are relatively few: buyou for ‘an-industry's output
The term Istic. rafers o an industry com-
posed of/a large-number of variously sized: firmé promclno

similar product. Because of differences in the product in adm ..

tising, packaging. and the liko. not.all the" conditions of podoct
competition are present. The conoentration ratio is the per-
centage of total sales or output accounted for by the largoot pro-
ducers in an industry—for example, tho top four or-the top ten,

mneteenth and early

Toplc 11

oss conoontratlon

ic Facts; Conoepts, Prlnelplu. or Problems
> M istic'practices
.,,- lsxerstate Commerce:Commission

the monopoly firm. The- result shows that the.firm in

perfect competition—and in long-run: ethbrium-u ‘
_producing at its most efficient position (the lowest point:

onmaveragetotalcostcurve),andthatthepnoeofiu
product is’just barelyhigha\ough to cover the cost: of-

producing that product, including the necessary return.
'tokecptl\efactorsofproducaoninthemdustry The

monopoly firm,.on the othér hand, is not producing at

' :thelowestpomtontheavcragctotalcostcum,ﬂue,:'

quantity ‘of output isless than it.would be in perfect .
coinpetition,. the price.is- ‘higher,.-and ‘the monopolist

makes a'pure profit;. that is, the monopolist’s:return is
greater- than-that necessary’ to- ‘keep- the- monopolist in
the industry. It is not recommended that this analysis be
introduced into high school coursés except in those with
very bnght stqdents All studefits can undmtand g

money income available to]
Most history.texts set fo;

organizations: (suchas the- Natnqnal Grange, formed:in
1867)agamsttheﬁxshrateschargedbytheraxlroads i
State laws designed to control railroad rates: were' -
mdmdM&cﬁvebyaSumeourtmlmginlm .
thatithose laws.could apply-only within the state that,
enacted them. Railroads. usually: crossed state:lines, so

* the Constituhons _grant of the power to control in- g

terstatecommercetotheUS Congrwbecameimpor
tant. The Interstate Comirnerce. Act of 1887 and.the

- establishment of the‘Interstate Commerce. Commiission .

are landmark events,,although their impact was.not as -
mata:nrnyhadhoped ThelCCiutxllbeingcﬁti- .
the:present-day - complaints. might -bé exam-

vinedandcomparedwiththecomplamtsofthefamem

in the 1880s; ‘Some of the other-highly coricentratedin:
dustriesinthel&&udl%wmoilmﬁnin;,coﬂ

) product:on,gasutihtm and electric utilities, The value.
* questiof, again, .is the extent. to which governnient

should intervene irvthe economy to control the actmtiu,




.8

~

of big business, to promote competition, and to regulate
natural monopolies.?

The various types of business concentration are not
hard to understand. The trust was a common means of
forming a monopoly in the 1880s. (Be sure to distinguish
between the meaning of trust as a specific device and its
colloquial use as a general term to refer to almost any
type of -business concentration.)* Holding companies,
gentlemen’s- agreements, price leadership, mergers, -and
pools were also used to eliminate competition. A
holding company is a corporation that gains control
over other corporations by acquiring énough shares of
stock to do so. (A holding company was not and is not
illegal per se.) A gentlemen’s agreement is an informal
understanding that all participating firms will charge the
same price or in some other way reduce competition
among themselves. ‘Price leadership is a situation in
which one firm sets prices and the others follow along.
A merger occurs when one corporation buys all the
stock of another. Thus, the second firm goes out of ex~
istence as a separate corporate entity and all its proper-
ties belong td the remaining firm, (There were over
6,000 mergers in 1969, and about 2,500 in 1982.) - -

Although some mergers may be forbidden by gov-
ernment on the grounds that they unduly eliminate
desirable competition, many mergers go unhindered.
For example, a small firm on the verge of collapse that is
acquired by a larger and stronger company may thus be

enabled to continue to operate and to' provide jobs.

°
\ »
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Sometimes mergers of two'or more relatively small cor-
porations have been sanctioned on the ground that this
would lead to greater efficiency or.enable them'to com-
pete with.one or more huge corporations in the saine in-
dustry. In pools, various firms in-an industry-agré€’to
share the market and not encroach upon one another's
tetritory. Large companies have sometimes formed pat-
ent pools, agreeing to share inventions with one another
but not with smaller competitors.

Demands that government do scmething to control
monopolistic practices came from farmers, small busi-
nesses, consumers, and workers. The Sherman Anti-
Trust Act of 1890 outlawed trusts and other combina-
tions that destroyed competition, but at first there was
no effective means of enforcing it. And even.now, in
spite of sibsequent antitrust laws and better enforce-
ment provisions, there are many who, believe that much

* more must be done to control big business. The Reagan

administration, however; attempted to reduce many of
these regulations and controls. Some economic studies -
have-shown that excessive controls increase production.

, costs"and may thus help to raise prices.

The economic program of the “Populist party
(formed in 1892) should be studied in connection with
the subject of business concentration. It is intefesting to-
note that although the party went out of existence,
many of its ideas-eventually were adopted. Several
leading polical candidates in the early 1970s were put-
ting forward populist ideas. . .

DISCUSSION QUESTIONS |

[Economic-concepts,.ideas, étc., that might be brought up in answering the quéstions are.'qrintéd in heavy

type (boldface).

1. Discuss the reasons why an “age of big business”
developed:in the-United States after the Civil War.
Favorable government attitude toward business; business
concentration; small vs. large-scale businesses; taritfs;
land grants; railroad subsidies; National Banking Acts,

(a) E§plain and illustrate ways —iri which large-ecale

business can be beneficial to the consumer.” . ~ -
. Economies of scale; mass production; technological

progress,

de

. 2. Some industries by their-very nature are not suited for perfect
competition. That Is, it i actually.better (less costly, mare effi-
cient) that one firm be the sole producer. For example, consider

how inefficient and wasteful it would be 10 have several gas or - :

electric utilities build separate facilities to serve the same neigh-
borhood. Public, utilities are usually classified as natural monop-

. olies, feceive “franchises from the.-government, and are
regulated by a public service commission. Public utility regula-
tion presents many problems; for example, the- utilities- are
entitled to a “fair return,” but what is a fair return?’

° °

(b) Explain and illustrate ways’ in which large-scale
business can harm the consumer, !

Monopolistic practices; elimination of simall pro- -
ducers, ¥

2. Americans have traditionally opposed monopolies.
. (a) Distinguish between . monopoly and oligopoly,
monopolistic competition and pure competition, ad-
. ministered prices and pricgg:, in a free market:
¢

¢ N b4
& >

3 ;\'ﬂlagge oil company developed the trust as a spadific monopo-

listic: device. It had the stockholders of 40 different oil com;:}f;?‘,}”' ’
2,
g

panies turn their stock‘over to @ group of “'trustees.” The, stock:
holders received trust certificates to show that they had, given.
up their shares, and the tiustees.then had the power to control
the 40.corporations, which still ‘existéd as separate corporate
entities. The effect, of course, was the same as if ihe 40 firms
had merged into one, and the pubiic was not deluded by this
arrangement. When the courts found the trust to be illegal,
monopolists turned to the holding companv and other tach-
niques of eliminating or diluting competition. ¢

‘ <
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(b) Expldn how.the’ followins can encourage the develop-
anent of.a monopoly a patent,.a scarce supply of
natural or raw inaterials, the need for great quu\tities-
of capitalito-start an enterprise.

. Natural: monopolb, public utilities; patents and
copyrights; legal monopolies.

, ‘How dobusineuﬁmpowmdexpmd?
huanalmwﬂullmududnvmuofproﬁu horizon-
ulandvuﬁalcombhaﬁou,m condomm

“(a) Whydoe:pandmsﬁmo&mcombm ‘with. other
firms?

Bcommluohcale,pthtﬁ:dng,commmityofmg' R

mmonopolypncﬁm

{b) What forins do bugsiness combmations take?
Méigers, pools, trusts, holding companies, cartels,

pntluun‘s w ‘interlocking - dlnctonta,,

,tmkuodm

cunofthefederalgovemmt? .
Faﬂm of state rquhﬁon hmm _commeérce
mmopolhﬁcabm )

‘ L?Dmuutheprmapalmfomalandformalmethodsofput-

" ‘ting together business combinations.

(a). Dacnbesomeoftheptoblemuomehmumtedby
the concentration of business and industry.
‘Higher prices; poor. quallty‘pods .and -services;
Mucﬁonoieompcﬂﬂon,owudvehﬂmovn
,government.

;(b) <How: does- big:labor . and big. govemmt sérve- as
' countervanlms power” to:big business?.
hrgemﬂmuandgovmmhlptolhﬂtpodble
hmwmudltbyhmﬂhm 5

What factom influence the pﬂou that monopolists charge?
Producﬁon Costs;. limmonnpplv(mmtorhe),
, .chuidtyofdmand pounudoompeﬂﬂon,podbﬂityof
wbsﬁtuuproduch fear of government intervention..

\

. :Explamhowtl\eorganiutionudgrowthoﬂhe‘&andn&‘
Oil Trust'or the United States Steel Corporation musu'ate A
‘both the. advantaau and diudvantap of .business con-

v oenttation

Eomomlsofmle expmdouofmket ‘research and

. ~d¢v¢lopnm effecuonwmpcﬁdon

7. 'Bwhbuumcanbeableuingandam To
-what exmtdoyouagmordimwiththk:utmmﬂ
:Eoommhso!nakw.poﬁbkdmuofm*mdh-
,dmtrls

' ;"Wha hnmmyihwhid&thedevdopmtofbig

‘ -budnuintheUnitedSmasincetlnCivﬂWaraﬁected'
‘ ud\ofthefollowins?

(a) Labor

»

Aupq\aﬁon compkxdlvldonofhbor,ﬂnofhu

FILEY

(b) The farmer, .
Modunintion of farm production; au'lcultunl
moluﬁon

(c)- City life

Urbmiution improvements .in- transportation: -and'

communiutim :
(d)- Education. -

lncuued -pedalinﬁon, ‘need for highly trained man-

- power. ,

"(e) United States fomsn policy.

Expmion of:wo:t miarkets; - foreign . lnvm,

fromasoualtoafamdsreformmovmt ) ’
Econodcoomyldnuoffam indutryvs agricultire,

. 10. WhydohrgemduuﬂalcorporihomminR&D
(c)- Whydidthemgﬂlabonofbngbuﬁmbecomacon— d.dev B )

(b)Hownﬂd'ctR&Dmffectwmdudofhmt
_ New and Dbetter pmduch, podbly lower M*
_ il conisinid, growth
1. WhywastheShemaqlActpand?
Mmmﬂqmahmdmrqdmu‘ow&d&"
busiriess,

I (a)StahetheprovmomoftluShermanAct A
(b)How.did thesé;provisions and the procedires foren- 7 .

,fommtdifferfromdmeofthekmteCom-
. merceAd?

lCCsunhMym ‘role of antitrust divielon of

Justice Department; Fedcnl’l’rdﬂcmm

mmammww

2. lnt}wmdmwayutemhudlmonﬂnpnrtofﬂ\e
' public.for ‘the. new railroads; Twenty. years Jater-there
arooeamatchmorforthdrnguhhon .

(a) Whywamthuﬁamford\erdkmdsmmd‘
tthinulippi? .
lmpotm of- tnnqomﬁou andneomm in-

mnlcdcvdom mmdndal -\

caplhl,produeﬂoum

(b)Howdwdthetedenlsovmmmttaidnﬂmadcw» o

4, FOf two s&des of the land grant. question. see Geuld D. Nash
ed., lssues in, Amoﬂcln Economic History, 2nd edition (Loxlng-
ton. Mass.; Heath, 1972), pp. 206-202. |

[y




(c) Describe the abuses that led to the clamor for railroad accept "big labor, bng-company price leadetshxp, mergers,.

ra i : regulahon etc., as economic facts of life about which they can do, :
‘Poolirig; rebates; poor service; charging more fot very little. Doyouagme?Defmdyouranswer SV
. short hauls than for long hauls; weaknesses of state P i . N
- and. regulation.’ 14. What economic groups iit the United States accepted the . .
L ‘ . dusoflanssezfamandsooall)ammsm? : 1
(d) Why did the farmers hail the passage of the Interstate ; fiddl 1
Commerce Act as a significant victory?¢ and upy ¥ ' : ‘
man- ) ) . - . e (a) Howdndhmfmnaﬁectﬁu.&meconomy‘l ;-
- (e) miﬂmma;zwﬁ;:;uluplmd&d of the growth Growthof oly; n distribs i o( ik
Raﬂ:oadsmudmwmkm openedupnewfmn - throat ¢ III‘i » comg “.. /
- G lands; made for greater speddiution promoted
. N economic growth. (b} Whymreformludetsabktogetoxﬂyhxmtedmp—
T port from workers?. -
e . It has been said:that the average Americans of today h\diwdnalilm slf—rdim Mdmm
itare. ' ) ° 3
&D- ACTlVITIES ,
r éW "~ 1, Class discussion: Play the sound.recording, Industrial decrease) of railroad inileage by. decides from 1870:to
) * o Growth: 1865-1900 to motivate informal discussion about: 1960. :For data-consult the Statistical Abstract -of ‘the %
e > . the following topic: American Business: Leaders: Robber United States. e i 4
P‘i“dyn Barons or Iridustrial - Stahamen‘l The so\md récording * - 5
- deals with Andew Carnegie; Johia D, Rockefeller; Samuel - 6:Oral report: Ask a bright siudent to prepare a oral reporf- 4
¢*  Gompers, EumVDebsIgnameonndly andOl:ver oontlmdpamamAmhm Ask:the student to .
18 H. Kelley. Other. discussionis that could be motivated by include iin explanation of why:they arode, the issues they: ~ - "
codts; thnsrecordmgxmghtbe 'l'l\eRneofAmermnOIpmzed faoad, tlmrsumgthsandmhm, andtllar - ooy
I ’ 2.Souodmm Orgamzetheclassmtoasenato 7Stud¢ntrepom.Askyonrstudu\tstommu'.' .
of big’ veshgahngcomnutteetomqmremtotlwachvmsofom mrdland‘mpottorallytothedaonthe, i
L of the “robber barons” of ‘the post-Civil War period. topics: 4
Witnesses can bé summoned; and a repoit drawn up after CivilSemceReform 3
| - theheanngforpresentahontotheclasfordxxmon Pohhcal w and’ Cormphon m s 3
Com: - 3. &mm@@mdm;stomm};bmymmh ThaRueofﬂ\eGram nger Movement - | g
o . and report on ore of the following topics: mﬁhw*hhw( 8) .
o of JohnD. RockefellerandtheStandardOdTrust - TheNewSouth” ) ]
views TheHouseofMorgan ThevakofCluldhbor
- Andrew Carnegie, Plulamhropst . _8:.'Castoon: I-lavethesmdamhwacartoon ;
of the. Contributions of Immigrants to Economic Life morn\ona-pectsofﬂnfamus’mm gains &
‘there Bmumamrmmwﬁaw mlmdsdumgdnmandm R
vest of 4. Cartoon: Drawacartoonorpoderadvocanngmguhhon 9. Editorial: A:kthestudentﬂownuaneditoml ; \;
. ofuustsmthgpubhcmmat / . muonpubhcahonmwhndltheypnnethe n i
ot i< . Trist Act of 1890, but also point out seme -of its. :
social 5. anh Prepare a graph dep:ctmg the increase (or walmam - o
e ) 10. Simulation: Convert the class into a meeting ,
i con- - Wb’ mpl/fy the raifosd rate sihuation, F Gnngemﬂ!eaﬂylﬁ&caﬂedtodﬁwa By
; any texts grossly sirfipli railroad rate situa or a student -
velop- brief but very scholarly- exception, -see-Robert Higgs, The ;'y”hwr;l“:m at"ﬂ‘e”’wm“‘ :
Mt Transformation of.the American ‘Economy, 1665-1914 (New ) ) e o
York: Wiley, 1971), pp. 87-90. describe-proposals to regulate the W,Wm'ﬂ'
- 6. Foragoodaccount ofthefarmers complaints, and an objective tion,.and a third to. advocate:federal regulation, After- :
» e;/alua't‘iont:i thoﬂeo oam“' 8::" Higgs, ib‘:d , Chap. ?on N:::. -discussing the issues, have the Grange -draft a resolution
: also, that the raiir ry-itself sponsored légisiat t .
oo e e oo s e i, | PP st e o 'ﬁ
Plhiorsghy -although this came after a per price cutting arve 5
Lexing: -1 Bunke,APrImeronAmerlcanEoonomchlstory(NewYorky 1. Tme line: Ask the studefits to draw a tim line indicating

Random House, 1969). p..124. . the steps in railroad regulation that

"
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terstate Commerce Act of 1887. The time line might
indude Munn v. Illinois, the Granger laws, Wabash
Railroad v. Illmous,u\dthelntetuaeCommAct

.dehip'Planaﬁeldu'Aptoahmmdustmlphntor

department store in your community to provide first-hand
information about. the .nature of business under a free

market system. .Deperiding upon the nture of the eriter-

prise, the students can study and report on one or more of

the following: the processes involved (mass production,

. standardization, scientific management, automation,.

etc.); the role-of management; the role of research and
development. A class discussion on the following day is an
excellent follow-up.

. Hlnstnps.ShowsekctedmlsoangBusmssmdLabor

(1870-1917), . a series-of 15 “critical thinking filmstrips,”
pmduadbyModunLumAlds

. CamthgBusmesssamulatstl\emmhtedgmmhof

large-scale business in the United States in the late 1800s.
Each student is given a fixed amount:of resources in order
to run either a steel; oil, railroad, or banking company.
'l'l\secompannscompeﬁtwnhmmmadertosdl
their' products and sérvices to the public. By -using
methodsemployedbyhsuuhadusmthhﬁenm-
teenth century, students learn how some businesses grew-
to very large scale during this period. (Playing. time: 3-4

,honxs ‘No. players: 18-40; History Simulations) -

. Film: Rise of Industrial Giants: Post-Civil War economic
 history of the United States; the rise of industrial giants,,-

including Camnegie, Rockefeller, Edison, and J.P. Morgan;
and the response of government, labor, farmers to increas-
mgmdustnalconcmtrauon (Colot'Mt.Craw-HlllPilms)

. Filmstrip: Corpomfwns (1963) examines the development

ofpnvatemtaprxsemtlnnatwnshsloryasbackymmd
for an understanding of the current trend toward big cor-
porations. Both the pros and coris -of big corpora-
tions—and their influence —are -considered. (Two color
filmstrips, two cassettes,. teachu’sgmd: Social. Studns
School. Semocs)

7. Film: Show Growth of Big. Business in -America
(1865-1900) to depict the growth of businesses in-the
railroad, steel andonlmdustrmmtannwedShtsfmm
smallbepmmastoverylargesmand why, as a result of

-

siich development dunns that period, 1865-1900, Con-
gress passed antitrust laws, beginning with the Sherman
Act (16 min.; Coronet)

3

2 Roleplaying:'l‘onllmtet!nconhnahonmovmd

the late nineteenth century, organize an imaginary bicycle
manufacturing corporation in.¢lass.’(Draw up a charter;
issue stock; holdastockholdetsmhng,dloondm
and officers). Dmmsthestockholdasm suggest
tl\ecruhonofaholdnccompanytoumtemlarhcydt
mmufacmmgootponhomtlutsmdmtshavemnd
in your other classes. The discussion should bririg out the
advamapsanddmdvamofﬂus and other, kmdsof

combinations.

.Hb.Moneyonthelmd(AleookesAm
Series). Déscribes the era of the great tycoons, including

Carnegie, Rockefeller; and Vanderbilt. (16 mm, color, 51
min.; ‘I‘in\&l.{eCo:porabon)

.M‘ln&utnalm AmencaComcsonge

Part II- Depttsthtmncandmaloondmomd\m
the Gilded Age. (Blakax\dwhwsmn\d Scott Educatiori
Division). -

. Pmbll-faamlykﬁftyymagothe aphmsofm—

WuhohnltmduhulAnummﬂ\ehﬁemm
century, were called robber barons:because of the high-
hmdadwaymwhndxtlnytnuedd\arwkasadﬂn
public. In recent years, however, as Americans:became
conscious of the problems of economic development in the
“Third- Wordd” countries, the reputation .of these en-
trepreneurs has risen. Compareimd\tlnwof
developing nations, our industrialization was -relatively
painless and- eminently- successful. Were the' nineteenth
mmnnhhseqlomorfaw-

d\tpubhcbymmuhcauurymum.

(b) Why was the process of : economnic development less
painful in the United States during the nineteenth cen-
tury than it is in the twentieth century for nations try-
ing to develop economically?

(c) To what extent was the public, acting through govern-
ment able to curb “big businéss” before World WarII? -

(d) kﬂ\eres\ﬂzbonofbngmapasswdm
- problemi in_the United States?. Explain.your answer:
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Topiq 12

The Reforms of Theodore Roosevelt

s

Economic Fosts, Concepls, Printipies, or Problems

. 'i’ TﬂBi bUSfmg

> Conservation and environmental poliution
> Food and drug-legisiation

»- Meéat inspection Act

Irzsnmnmthatmostpeopletodaymcomemed
about pollution and the conservation ‘of natural re-
sources. Many teadmsateﬁndmgtluttl\arm
are deeply interested in environmental-problems and
they are capitalizing upon this.interest. Almost daily,
there are reports in newspapers or on .newscasts of
pollution of water, land, or air. The following table dra-
matxcallyxllustrateshowmmstheaxrpolhmonpmb-

-Jem can become.

DEATH TOLL FROM THERMAL m*
. Na. ol‘
1830 Meuse Valley, Belgium ‘ 63
1948 Donora, Pennsylvania 26

1952 London, England- ‘ 4,000

1953 New York, New York 200.
1956 London, England 1,000

London, England- 300

1963°  New York, New York 400
New York, New York ] 80

'Dathsoccurrmdauymurbanareasasauwtofommar
pollutaonarenotmluded—omyttmdeams ‘in excess of
normal.” The deaths are for human beings only:.in the Donora
episode, 800 animals were aiso killed by the poliuted air,

Pollution is part of the gmeralproblem of conser--

vation, and conservation can be studied in relation to

the policies of President Theodore Roosevelt. Although

others before him had béen concerned that we were
wasting our natural resources in a dangerous.fashion,
Roosevelt was more inclined to take firm action. Some:
students might be interested in studying Roosevelt's life
toseehowandwhyhebecamemwmdmthspmb-
lem.”

The concept of scarcity, which is so basic to_the
study of economics, is clearly applicable to the topic of
conservation. Here we are often dealing with non-
renewable- resources. (In technical terms, the supply is
inelastic—it cannot be increased. The supply curve is a
vemcallme)'l'hedemandformchdmgsaswaurand
revenue-producing land’is. mc:usng, but natum has

ngmmamhhvelyfuedmpply Note what happens to
the price of a given piece of land when there is intense
competition for it. A lot that might have had a market
value of a few hundred dollars when it was béing used
for agriculture may be worth many thousands of dollars

when- the. area- becomes urbanized and that land is

wanted by builders of houses, large setail chains, or

manufacturers. Bamplesdtouldbewytohndmal-' ’
most any. community. -

Rooeevelt told:Congress-in.-1901, ‘Thefautand«

=waterpmbleuumpabapsﬁlemoutv:talmluna(f

problems of the United States.” He held a Conservation
Conference at the White House, attended by Cabinet
members, jodges, membusofCongtes -and governors.
ANahonalCotmahonCommonsetupm&rﬂne

chairmanship of Gifford Pinchot made a systematic:
study of mineral, water, forest, and soil resouices. -

Roootveltsetasdemlﬂnulhonmoffotutlmds :

a\dwmﬂmmofmaalland About 1.5 million.
mofwaﬂu'-pmsusmmﬂndrawnﬁmm
salesothatthycouldbemvedfortlnﬁm
The topic of conservation can be broken down into
water, soil, forest and grass, mineral, and wildlife con-
servation. Polhmmsofmdw:dadmtom,m,
solid waste, and noise:pollution.for purposes-of study
and analysis. Amongtheeconomncfactontobem
sdutdautl!nmdamndsforourm,

- the costs of pollution damage, natiral resources as pro-

ductive inputs, causes of waste and inefficiency in-

~mo|munhuhon,andvanousproposalsforcopmg

wnththeproblun Anmngthevaluequshonstobe
disctissed are these;

Towhamdmldgovunmttakeacuontodul
with the problems?

" To what extent should business; the taxpayer, and the * -

mbarﬂnmpomihbhsandthecostsof
controlling.pollution?

1 For cnmplo. totai water use rose from 40 billion gallons a dey

in 1900 to over 411 billion gailons a day in 1970.
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To what extent should state and local governments:
" assume responsibility?

~ How much of the conservation and pollution problems

should be solved by the market system?
The conditions existing in Roosevelt's day-can be com-
pared with conditions today; his policies can be com-
pared or contrasted with current policies and proposals.

Roosevelt was also concerned.about monopolistic_

practices. Thus, the problem discussed in Topic 11 can
be carried over into Topic 12. Roosevelt was not opposed
to big business per se, but attempted to prevenit huge
corporaticns from abusing their power. The Bureau of
Corporations was set up to investigate and report on the
actions of large firms. The Department: of Commerce
and Labor was established,. and further controls were
placed upon the railroads to see that everyone paid the
same rates. Roosevelt's antitrust policies and actions can

be evaluated and compared with those of more recent-

administrations.

The consumer was not forgotten either. Thanks to
Upton Sinclair's novel The Jungle (1906), which described
abominable-¢onditions in meat-packing plants, and the
discovery by a government physician that harmful
substances were being put into certain drugs, medicines,
and canned goods, legislation was efiacted to require
government inspection. of all meat sold in interstate
commerce and the labeling of food and drug products
with a list of their ingredients.

_Consumer protection is still a controversial issue.

To what extent does: the consumer really control the "

amount, kind, and quality of goods and services pro-
duced in our economy? How far should government go
in protecting the consumer? The consumer’s zole in our
economy can be examined in detail at.this point.

Tus rexiop 1N United States history we are now con-

sidering also offers opportunities to relate economics to

foreign affairs. In Britain's dispute with Venezuela over
the-boundary line of British Guiana, the discovery of
goldiin the contested area caused Britain to shift the line
she had been willing to accept as the legal boundary. In

1895, President Cleveland's secretary of state, Richard

-

‘Olney,-warned-Britain-that .the-United States would .

consider British pressure on Venezuela to be a violation.
of the Monroe Doctrine. Olney seemed  to be using
“economic muscle” when he stated that our “infinite
rescurces” helped to make us “master of the situation
and practically invulnerable as against any or all other

Roosevelt, too, did not hesitate to flaunt the eco-
nomic and military might of the United States. In 1902
the United States prevented Britain-and Germiany from
using force to collect debts from Venezuela. In 1904
Santo Domingo (now. called the Dominican Republic)
found itself burdened by debts to European powers, The
United States refused a Belgian proposal that we join in
seizing all customhouses and that Santo Domingo be
governed by an international commission. (Custom-
house receipts had béen pledged to-various creditors
with the proviso that in the event of default the creditors
could demand control of the customhouses.) When
American companies were given preferred treatment
over other creditors in debt repayment, Europeans pro-
tested and another armed intervention seemed imini-
nent. To forestall this; Roosevelt proclaimed ‘his so-
called Roosevelt Corollary to-the Monroe -Doctririe,
asserting that the United States must “exercise... . . anin-
ternational police power” to prevent “flagrant cases of
wrongdoin&...‘fltwasthgmonloblignﬁonbfthe
United Statés to force the “wretched republics™ to pay
their debts, and in 1905 Santo Domingo agreed to have "
the_United States administér the customs and manage
the debt payments.

It is interésting to note how United States-involve- _
ment in the world economy has developed- over the
years. Nations still have problems with foreign debts,
and miany of these problems affect the United: States. .
How such problerhs are handled today as contrasted
with the approach taken during Roosévelt's administra-
tion might make a fascinating subject forstudy. For ex-
ample, in 1962-83, when Mexico was having difficulty
in handling its debts to other nations, ‘how did the
United -States respond?” Why was assistance to debt-
burdened nations rather than an exercise of “police
power” considered to be.the wiser course of action?

DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that might,bé brought up in answering the qu@stions are printed in heavy
type (boldface). : : .

1. Discuss the factors in the United States that led to the dis-
- appearance of the frontier in 1890.
Land as a factor of production; law of diminishing
returns; frontier. o ..
(a) Discuss three important results of the passing of the
frontier.

»

Enddf’ﬁuw;nédfoiwaﬁon;w
g concentrating in cities. ;
(b) What.is meant by the statement that there are still
-“frontiers” in American life?
Iniovation; social reform; quality of life.




d . : il 2. Exéhmhowconscr.vahonofmmralmiuda&dto'

m - (a) farming, (b) mining, (c) recreation. .

g ’ Natural resources as factors of production; supply of land;
te extractive industries; demand for natural resources;’
n ecology; pollution.

er

3. How do natural and human resources contribute to a na-
tion's strength?

(a) Differentiate between natural and human resources,

(b) What kind of natural -and human resources does the”
. United States need (1) as a world power and (2) as a
nation with a rising level of living?

Renewable and nonrenewable .resources; m
tion; economic growth.

(c)Whylsthepmtetuonofournatunlmnmnm
everyone's reaponsib:bty?

-3

S

"4, Howdxdeaduof&nefoﬂowmgaffectthewahonof
naturalmoum?(a)RcdauuhonActWAd)of
1902; (b) Govemor's Confereuce of. 1908; -(c) Teapot
Dome scandal; (d)TmValleyAuﬁ\oluy (e) Givil-
anConurvabonCorps

play in the conservation movemerit? . )

(a). What aspects of the protection of our natural environ-
ment were of particular interest to Theodore
Roosevelt's generation?

Mineral lands; forests; water; wildlife conservation.

{b) Whatkmdsofmvnmualpmblmmohpenal
interest to your generation?

{(c) In your opinion, whschofd\enauumablcm

mnwstwtaltoﬂ\eleempponsym&w
Earth?” Defend your point of view: :

(d) In 1901, TheodoreRoo-eveltboldCam 'Tht
forest and water problems aré perhaps the most vital
internal problems of. the United States.” 1f-he. were
alive today, what other environmental: problems
mxghtl\emdudemamtomu‘l\ﬂlm

(e)Companthemhonmoftlnufylm
mdxtl\emvmnu\talcotmofd\elm,mdﬂ\e
measures taken by Roosevelt' and Taft with those
- undertaken by Presidents Lyndon :B. Johnson,
Richard M. Nixon, and Gerald R. Ford. )
Supply and demand of natural resources; effects of

°

RIFITNAIETTY RISRRIITFIRDaaTAS

: growth of - government involvement in economic

i problems.
ants - | ' (f)ExplamtheammdeoftheReaganadumstnuon
' towardundevelopedmmallm(kdntmmt!n

6. Whyxstheheedlasdutmcbonoffomtscalld a crime
against posterity™

4

”~

Supply of Ratural: resources;- demand - for - resources-in—— - -~
future; recycling. -

7. Discuss :the reasons why the conservation of natural
reoumnmoumportanttodayﬂumtwaslmyau

Sqﬂyddmdhdon,wmw&,mb
tion growth.

(a) Discuss. ways in which the federal or state govem-
(b) Howmyouasmmdmdualmmotemuof
natural resources?

hychceﬁduxyhmm,mdol‘
economic waste,

8. E::plamwhatT!nodoreRoocveltmmbya'Sqm
Deal” for business and labor.
Government role in Iabor disputes.

9. Towhamﬁdﬁudutwmmﬂm\md'l’itm‘
mthepolmof‘nmdaew‘l :
Antitrust policy; labor relations:

10. m&mwm.numm :
Coal Strike of 19027

M&Hﬂr“ﬂ&tﬂd;ﬁlﬁ; ‘govem-
‘ment’s role,
(a)Onwhatpom&ddRmdtm‘l

(b) Mntwad!oumofﬂ!codhct‘l

{e) Wahsmatmnﬁatnndhsfedu
mmdmm‘lbq:lmmm

Whywstdﬂiaﬂtfwﬂ!mm&bcuﬁolbu-
nuscoMum&rd\eﬂumAnh-TmM‘l

(a)m&mmm “good” and
“bad" tristsi”

(b)- wmmmagmaww

(c) Today, ‘would the Supreme Court break up a com-
bination of railroads such as that involved in the Nor-
tl\anSecmituscae‘Ider_lmm .

(a) How mncunﬁnl were the ‘muckrakers in . bnndng
medhﬁewolﬁmlﬂemmﬁcufomﬂ.ug-
range economic reform?. -

(b). Do. we have. muckrakers in' the 198057 If s0, name
some of them and the reforms they are seeking.
Consumer protection; redistribution of incoms; pov-
erty; weifare; poliution. -

13, &plamtherolethatUpton Sindii:’snavel The Jungle

4.
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played in the passage of the Meat lnspectxon Act of 1906.

What were the provisions of that act?

Government intervention in the market; consumer protec-
tion. -

. Discuss the reasons for the passage of the Pure Food and
Drug Act of 1906. What were its provisions? What were
its strengths and weaknesses?

. How did each of the following change the interpretation
of the Monroe Doctrine? What role did economics play in
each? (a) Venezuela boundary dispute of 1895;.(b) Vene-
zuela debt default difficulties of 1902; (c) Santo Do-

;nunso debt default of 1904.

Economic imperialism; foreign investments; bonds; dollar
diplomacy.

. Discuss the ecoromic background of the United States
policies toward Latin American countries before World
War I1.

(a) Explain the attitude of the Latin American countries
toward-the Monroe Doctriné in the nineteenth cen-
tury. Whydx'ithnsatumded\maedunngtbeﬁxst
three decades of the twentieth century?

(b) Why did the United States want to build the Panama
Canal and control the Canal Zone? -
affairs. - .

s

17. To what extent was trust busting effective in preventing a
*“fisé it the Aumber of business™ combinations?
{a) To what extent was regulatory-legislation effective? -
Justify your answer,
(b) Does bigness necessarily mean badness? Explain your

18. Whyaremosthericans reluctant to modify or abandon
the current-economic system‘l

19. (a)-Why do some businesses favor business combination?

(b) Why does the general public oppose them?’
Abuses of monopoly power; futof!ﬁ.lupdeu,
poor service, smaller choice.

(c) Describe. thé most common forms of businéss com-
bmahonmthenmetemthwttwy
Pools, gmﬂeum’sw, trusts, tradeauoda-
“. tHoms. .
(d) Describée the most important forms of combination in
the twentieth century.

WWWMW
porations.

ACTIVITIES .

. Bulletin board. display: Ask your students to prepare a
bullétin board display entitled“The Fight for a Good En-

vironment: Yesterday and Today " The display might con--

sist of pictures, drawings, charts, diagrams, thumbnail
bnognphnsofoutstandmleadus signs, slogans, etc.,
pommouturgeuofmvnomhlmsandw
solutions to environmental p:ob!ems .

. Book report: Askabnshtstudentmta'&edmm-
vironmental problems to read and réport on Only One
EmthbyBarbanWardandRa\éDubos(NmYork Nor-
ton, 1972), a study prepared for the United Nations Con-
ference on the Human Environment at Stockholm in Iune
1972." .

\\

. Book reports: Studentsmaybew:lhngtoread review,

and report. orally in class on. books written by muck-

rakers. A list follows:
Lincoln Steffens, The Shame of the Cities
Upton Sindair, The Jungle
Thomas Lawson, Frenzied Finance

v

Ida M; Tarbell, History of the Standard Oil Com-

pany .
Frank Norris, The Octopus
Frank Norris, The Pit .

. Glossary: Prepare a glossary. of ecological and conserva-
tion terms such as salvage, recycling, efficient extraction,

pollution, bird sanctuary, wetlands, migratory birds, na-
tional forests, etc. .

. Cartoons: Ask-your students to draw cartoons bearing
titles such as the following:
Theodore Roosevelt — Trustbuster .
Theodore Roosevelt - Conservationist
Theodore Roosevelt —Canal Builder

.- Bulletin board. display: Ask. your-students to* prepare a
bulletin board display. entitled Muckraking— Then and
Now. It might consist of pictures, charts, and headlines,-
slogans, etc. pommoutthetarattsoftherefomand

suggest ng solutions.

. Paneldimndon.Askthedastonnagmumlfanfom
sooetydmmtheneedforurbanrdomdumgthe
Roosevelt Era. Ask selected students to report on housing,
disease, -crime, and‘the lack of adequate medical and
recreational facilities, and to report on'réforms suggested

by the Progressives.

8, Senatorial investigation: Iztd\edmmaanethatitud\e'
U:S. Senate at the turn of the century, Let the “Senate” ap-
point committees to investigate conditions in the stock-
yards, slaughter houses, and meat-packing plants, as well’

' asfoodanddmgabusu Aftereachcommitteehahw'd )




_tga

vel -

our

on}

3

¥

1in

e

28 g

Laf ¥4

aEFE R

- witnesses and made recommendations, ask the “Senate” to

draw up remedial legislation.

. Filmstrip: Show Muckrakers and Reformers to teach the
concerns of the Progressive Era. (Sound; Multi-Media
Productions)

. Filmstrip; Show Theodore Roosevelt, 1858-1919 for a

vivid account of the man and his times. (Color, record;

_Electronic History, Inc.)

11. Research project: Ask an interested student to jreesstignte.

the food and drug reform movement resulting in the Meat
Inspection Act of 1906 and the Pure Food and Drug Act of
1906. One “contemporary” source is Mark Sullivan’'s Our
Times, vol. 1I, pp. 471-552,

. Camera hunt: Amateur photographers in a class may en-

joy a camera hunt -of good—or poor—environmental
practices, to include as part of a bulletin board display.

. Recording: Play “Progressive Reformers: 1900-1920" to-

create the atmosphere for the muckraking era and the
€économic, social, and political reforms that emerged from
it (2 LPs). Sc:urce Great Men and Great Issues Series.

. Game: “Trade-Off: The Land. Use Plinning Game" by

George L. Wyatt and -Charlotte T. Harter (Corvallis,

" Oregon: Oregon State University, 1979). Cin be used

when teaching about'the growing scarcity of land in ex-

panding communities during the Ptogtmve Era and.

beyond. This is a three-hour game for grades 9-12. The
goal of the players is to develop a healthy economy while'
protecting the environment. (Grade level 9-12; playing
time: 3 hrs.; price: $25.00)

. Filmi: Preserving Qur American Wilderness (1971)

dxscussseffortsofthefederalgovemmt to preserve the
remaining wilderness. threatened by developers in
search of minerals, ﬂe?

corporated)

. Film: Problems of Conservation—Our Natural Resources

treats the developing crisis in depletion and destruction of
our natural, resources caused by pollution, population
increases, rising levels of living. (Color, 11 min.; En-
cyclopedi% Britannica Educational Corporation)

. Sociodrama: Simulate a press conference with Theodore .

Roosevelt during the Governors’ Conference on Conserva-
tion. Cast a good student in the role of President
Roosevelt and assign the roles of reporters to several other
students. Follow the press conference with class discus-
sion. !

. Book report: Ask a good student to present a brief oral

report on the personality and accomplishments of
Theodore Roosevelt as reported in Pnngles Theodore
Roosevelt: A Biography. -

. Film: Theodore Roosevelt covers the major domestic and

etc. (Color, 10 min.; Pilmsln-

foreign problems of the 1890s and early 1900s..(16 mm,
black and white, 26 min; McGraw-Hill T extfilms)

.- Filmstrip: Tum of the Century describes the public career

of Theodore Roosevelt. (Color; McGraw-Hill Textfilms)

. Filmstrip: Théodore Roosevelt: A Portrait of Power (1981)

discusses. T.R.'s career as soldier, explorer, author, Presi-
dent. (Color, cassette, teacher’s guide; Social Studxes
School Service)

. Eilmstrip: Trisi-Buisting {1204} eamunines- the judicial and’

legislative action taken agairist industrial monopolies dur-
ing the trust busting era. (Color, cassette, teacher’s guide;
Social Studies School Semoe)

. Filmstrip: Muckrakers and Reformers deals with muckrak-

mg;oumhsbandrefomsofthe?mémsive&a

- (1900-15). (Multi-Media Productions) -
. Simulation: ‘TheProgmveEra 'I'emofstudmts

xepmm\gsxhgroupsasfam\e:s laborers, owners of
small businesses, and liberal reformers, draw up’ “pro-
gressive programs’ onnmedxffetentproblemsthatfaoed‘
America in the 1890s: business monopolies, ‘corrpution in
government, women's rights, conservation, cxtypmblems
labor problems, concumerism, farm- problems, and ine-
quabtymthedxstxibuuonofwalth Theenhteclas.
forms a government, produces “muckraking” articles, and
attends ‘pressure meetings.” They then. elect state
leg;slahverepmentahveswhostudytheprachcahtyof
the proposed soluhons (Players: 13-37; Time: 4 hours;.
SocnlSt_udnesSchoolServxces) :

,:Documentarysomea. Advertisements for merchandne:~ ‘
provide many clues as to how people lived. Students may

haveaccastonewspaperﬁlesof.ﬂwl%andlm
Advertisemerits for patent medicines, -for-example, can.
pmvxdedramahcbacksroundforthepasageofthe?me
Food and Drug Act of 1906, Sexual stereotypes.also
become apparent. For example, ‘women in the Gilded Age.
are. pictured as weak arid frail (unlike the robust pioneer
women), and in need of such conveniences as an electric
motor washer which not only cleans clothes but “saves
women'’s lives.”

. Problem for analyﬁs Congervation problems, ‘which at-

tracted so much public attention during Theodore
Roosevelt's administration, persist today. For example in
the past decade or so,-various water shortages in various
parts of the country have pointed up the need for develop-
ing new sources of water, including desalinization of
seawater and more effective use of existing water supplies.

lfaparhcularstateapprovesacostlyprogramofrmmh .
and experimentation, two:methods might be feasible to

-cover the costs of the program: aZpetcentsalestaxonall

purchases; an,increase. in the tax rate on incomes over

$10,000. How would the alternative taxes (sales tax.or.a. -

highér incomie tax rate) affect the following: Consump-
tion? Prices? Savings? Incentives to work? Economic
growth?




- Topic 13

~ Wilson and the Niw Freedom

Economic Facts; Conoepts, Principles, or Problems
» Clayton and FTC aéts -

~p- ‘Fedadral Reserve:System- —

» income-tax

GeveraL major EconoMic issues should réceive con-
siderable attention in any study.of Woodrow Wilson's
admiiriistration. If the class has already beeri introduced:
to taxation (as in Topic 2), banking (Topics 6 and 8),
labor. problems (Topic 10), and business concentration
(Topics 11 and 12), a-unit on' Wilson's domestic policies
will not only provide reinforcement ‘but enable: the
teacher to delve-more deeply .into economic concepts
related to the:material-in' these topics. )

‘On business concentration, Wilson stated: “We
must see to it that the business of the United States is set
absolutely free of every feature of monopoly.” Roose-
velt and Taft had used the Sherman Act of 1890 to at-
tack large business-combinations, but the wording of
the law was vague and means of evading it were found.
The Sherman Act.did-not.say exactly which:business
practices were legal and which were not. Decisions on

the law’s intent were left to the courts, which were often -

favorable toward big business. The-Clayton Antitrust
Act, passed in October .of 1914, listed -practices that
would be considered illegal — price discrimination tend-
ing to create monopoly, ‘tie-in contracts, interlocking
directorates, and the acquisition of -stockholdings that
tend to reduce competition, The Federal Trade Commis-
sion was established to act as a “watchdog™ over
business. The FTC was-empowered to-demand annual
reports from corporations, investigate their activities,
publish reports on its findings, and to issue “cease-and
desist” orders to prevent unfair business practices.

The development-of antitrust.policy and enforce-
ment is a good topic for research: What problems regard-
ing business concentratior: do we have today?:Are the
existing laws and agencies adequate? Should we-adhere
to Theodore Roosevelt's belief that big business concen-
trations are not harmful as long as ‘they are -inder
federal regulation, or to. Woodrow Wilson's idea that
government should put an end to large business concen-

trations?-Or-should govenment stop trying to Tegulafe-

business and let the economic system work.without in-
terference? )
In discussing the effects of busiriess concentiation

2. One,
or th; question ofhopihrpbuﬁnmad\é\ddbeallomd managed efficiently.

to get, it is imperative that thé students:understand'the * 3

concept. of. économies of:scale—the fact‘that in some
cases unit costs of production decrease as firms become:

lasge.» OF couse, thers are also dissconomlesof wale

- when a firm exceeds its optinium siz¢ and unit costs ther

begin to rise.2 Another factor.to considér before making

. degree or another is the elasticity of demand for its out- -

put. A monopoly in food; essential drugs, or other items’

that are-absolute necéssities-is-far more-harmful than. -

one in luxisry goods: The demand for esseritial goods s

k)

if prices soar: A monopolist producing esseritial goods.-
can reap huge profits at the public's expense. A monop-
oly producing luxuties; however, may find that sales.

drop drastically if it sets prices too high. In‘this case,the. -

demand: for- the- product is elastic—the ‘percent:-
age drop:in sales will be greater thar:-the. perceritage-

In assessing-the. extent to which amonopolyu RS

harmful,-economists will also look at cross-elasticity ef--

fects. This terin refers t6 the changé in sales of product X~
when the price of product Y'has changed. For example, - " -
if a monopolist gets control of all the butter.ina given -

tharket and raises the price of the butter, we canexpect .
sales of margarinie to increase because many buyesswill. - "

* aicept margarine s a reasonable substitute for butter: -

n

Thus, the harm a bitter monopoly carvinflctis lnited: -
‘becaiise-a-substitite: product is available. The téacher .

1. Thero are several -reasons: why a firm-nay. become:more
——and-be-able~10-Charge"Iowsr pricas. Greater.speciaiization &
often possible’ in-the larger firm; it: may- be-able 10 stford
better equipment; it may be ‘able to engage In more.reseeich;

it may enjoy Market advantages, such as recelving discounts

because it can buy in quantity.

resson.is that a firm can become:-too large to'be

77

but-in any-event it is important  that careful analysis

&7

_efficient as it incieases in size, and hence r.ave lowef.unit costs. <
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rathet than snap judgments be-made in exammmg such
problems

~w:1.son saw THE need for banking reform. The Pujo

Committee (a subcommittee of the House Committee on
Banking and Currency) had been set up in 1912 to ex-
amine charges that a “money trust” existed in the United
States. The committee found that concentration in the
control of money and credit was indeed increasing, and
-its-report-strengthened-the incoming:Wilson administra-
tion in its program of currency and banking reform. The
system set up under the National Banking Acts (see
Topic 8) was not a total failure, but it had serious
weaknesses. Reserves were not held by-a central bank
(there was no provision for a central bank in:the act),
and the law .permitted banks to deposit three-fifths of
their reserves in other banks.? The average level of re-
quired reserves was quite high, unnecessarily restricting
the volume of loans country banks could make. There
was no mearns of creating additional reserves in times of
financial panic nor of helping banks in distress. Numer-
ous bank failures and suspensions during the financial
crises of 1873, 1884, 1893, 1903 and 1907 clearly il-
lustrated the problem.

A brief review of prevnqus events in American
banking history would be helpful at-this point, and the
students should be reminded of the first and second
banks of the United States. If earlier lessons dealt with
the role of central banks'in general, it is important here

" to go into their functions in greater detail. In 1913, the:

two major political parties agreed that some sort of cen-
tral bank was needed; the debate-was.over the form it
should take. The Federal Reserve Act of 1913 provided
for twelve regional banks. Each bank's nine-member
board of directors must consist of persons who repre-
sent borrowers (such as business managers, farmers, or
other nonbanking occupations) and the general public
as well as bankers...A board of governors.was estab-

lished in-Washington, D.C., and this board, which in--

cludes representatives from the regional banks, has
gradually assumed the major policymaking functions of
the Federal Reserve System. ,

The Fed’s structure should be examined and ex-
plained in detail. Changes that have taken place in the
Fed's powers and functions over the years can be traced,
with explanations for each major change given to or.

2

3. Reserves tended to flow to-New York, and concentration of .
reserves .in New York encouraged the overexpansion of call’

loans (loans subject to repayment on <short notice, e.g.,
twenty -four hours) to the securities market. Consult standard

- texts in American economic history for further details on the
national banking system.’

P

sought-by the class. Of course, the major instruments of
control (reserve requirements, open-market operations,
and the discount rate) should be clearly understood, and
the use of monetary policy as a means: of helping to
stabilize. the economy(preventing inflation on the one
hand or. deflation on the-other) ought to be clear to
every American. The nature of the U.S. money supply:-
(including the role of demand deposits), how and why
the money supply has recently- been changing in amount
and character, and the Fed's powers to control the

-money-supply. should-be-treated-in.some detail. The-

>

historical stréngths and weaknesses of the Federal
Reserve system mlght be set forth, although this topic
might be more meaningful when. the class comes to
study the depression of the 1930s. .

Tmuon WAS, ANOTHER key. issue dunng the Wilson
administration. An.income.tax had been levied durmg
the Civil War, but later the Supreme Court decided that
income taxes were:unconstitutional. The students may
be amazed when they discover-that it was the average

. citizens and those who spoke for. them who demanded

an income tax.law. The Sixteenth Amendment; which
permitted Congress to pass such a law, was ratified in
1913. A tax.of 1-percent was thereupon. levied on. in-
comes between $3,000 ($4,000 for married:men) and
$20,000, and rates on incomes-above $20,000 increased
until they reachied 7 percent on incomes above
$500,000. These rates can’be compared with those of to-'"
day, and the class might try to decide whether our in-
come tax has become more or less progressive over the
years. (Consideration should ‘also be given to.the extent
‘to which:we expect government to perform services for
us today as. compared with the:past, the rising cost of
services provided by the govem'mmt, and other factors
that help to explain government’s expanding role in the:
economy.) To turn.to another kind of tax, the Under-
wood Tariff of 1913 placed iron, steel, raw wool; sugar, _
and some other agricultural goods on the free list and
reduced duties.on others. Rates.on some products were
raised, however, and U.S. tariffs, in general, remained

_highly protective.

P INALLY, LABOR RECEIVED sympathetic attention’ from
the Wilson administration. The Clayton Act specified
that “the labor of a human being is not a commodity or-
article of commerce” and:that “nothing contained in the
*~ antitrust laws shall be construed to forbid the existence'

and operation of labor . . . organizations.". . .” Unions
were not to be construed as “illegal’ combmatlons in ~
restraint of trade” and the injunction was not to be used
in labor disputes unless the court decided that it was
necéssary to prevent irreparable injury to property.

¢




tions.the courts gave to the-act..In- evaluating Wilson's
reforms the class should consider their effectiveness as
well as their “rightness.”

Strikes, peaceful picketing, and boycotts were to be
legal under-federal jurisdiction. This “Magna Carta’ of
labor, however, was greatly weakened by interpreta-

“

. DISCUSSION' QUESTIONS

1.

W

t

Economic concepts, ideas, etc.,:that might be brought up in‘answering thé. questlons are pnnted in. huvy
type (boldface).

What were the major issues in the election: of 19127 Why
was each important?
Business concentration; money and banking; tariffs; labor
reforms; equality of opportunity; free enterprise; eco-
nonmc mdnviduahsm

(a) What were the outcomes of this elechon? ‘What did
they imply for the economy? g

(b) What did Wnlson mean by the"New- Preedom

. "l'he Sherman Antitrust Act of 1890, ‘desighed to curb

industrial monopolies, was at first used - .against. labor
unions with drastic results for the unions.” Show how this
applies to: (a) the Pullman strike; (b) the' Danbury hatters’
case,

Injunctions; primary and secondary boycotts; govern-
ment and labor,

A new judicial concept —the “rule of reason”—~ evolved in
the Standard Oil and American Tobacco Company cases.
What was the “rule of reason”?'How was it-similar to
Theodore Roosevelt's classification of helpful and- in-
jurious business combinations? )

[}

. What was- the purpose of the Clayton:Antitrust Act? Of

‘the Federal Trade Commlssnon'l
(a) How did the Clayton' Act and the FTC represent

attempts to strengthen the Sherman Act?

(b) Why is the FTC often called an “umpire” for business?
What are its powers? How effective has.it been?’

.DischsschangesmadeinthetariffivytheWilsonad-

ministration. How do the two major parties stand today
on the tariff?

Free trade vs. protectionism; arguments:for and against
tariffs; comparative advantage.

. Why was the Federal Reserve Systemestablished in'1913?

Money and. banking; central banks; monetary policy;
business cycle.

- (a) Who owns the Federal Reserve banks?” Explain. the

structure of the system.

(b) What privileges does a commercial bank enjoy -as a

member of the systeni?.-What are its obligations?

. What distinguishes a central bank from regular commer-

-~

oalbanks?lnwhatwaywastheSecondBankofthe
United States (1816-36) sumlar to'a central bank? ’

..How does the Pederal Reserve Sy:tem serve the economy?.’

Monehtypolicy' mtnliudm, dnﬁcsysumof,
money and credit;clearing house function;- roltiufonign
exchange; qudkuuvenom.

(a) What is meant by.the. *discount rate"?What isit sup-

) poeed to-accomplish? .

(b) What are mervenqmmmts"? How do they work'l
Whyi are they tised?.

(c): What is meant by “open market opérations™ How do-
theyfunchon?Whymtheyused?
. Business cycle; ‘money supply; ; inflation and deflation.

X Todaywe ‘gripe” about the income tax, butmanyaverage,

cntnzenswmﬁshtmg for its adoption- aroundthetumof‘
the centiry. Why?

Theories of faimess in taxation; progressive, proportloml,
regndvewu

<(a) -What taxes do you-and:you family pay? Are they:_

fairl Explamyouranmer
(b) Whatdoyougetmumm&omyourloml state and

A Taxescanbecluuﬁedmmeralways

(a) Dnstmsmdlbetwemanmcometax,anmwt,and[ ,

a property tax. .
~(b)'Dnshnsuuhbetwea\dirécta‘hdindiiectwm
(c)Whatumeantbythe “incidence” ofatax?Whatn
* meantby’ Mﬁmtheinademe"?

{d) Desciibe a.regressive, a proportional, and a pro-
gressive tax. Give examples of each.

(e) Whattypeoftaxdoyouprefuasthebucsoumof TR

government revenue? Explain-your choxce

g f'

v

4 Students with an interest.in law might wish 1o/ examine sone of..

the court_cases relating to:the ‘Clayton Act :Sée Charles. O,
Gregory and Harold A, -Katz, Labor and the -Law, 3rd ed.
(New York: Norton, 1979). '
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. In 1914 the Clayton, Antitrust Act was hailed by Samuel
- Gompers as “labo:’s\Mzgna Carta” .

(2) What were the'ma\ior labor pro;risions of the act?

(b) What did Gompers mean? Was he correct in calling
the act labor's a Carta?

. During the Progressive \Era the ‘meaning ‘of the term
“democratic way of life \ \came to embrace more than
political democracy. Give eitamples to illustrate this state-

ment \

3. Compare Woodrow lesons "New Freedom with
Theodore Roosevelt's “Square Deal” and show both-
similarities and differences, “\

. A common form of business co\mbination in-recent years
has been the conglomerate® merger. -

(a) How does the conglomerate\merget differ from the
typical merger during leson‘s\ time? v

\\ " ACTIVITIES

. Headlines: To review Wilson's polxcnes toward unions, ask
students to interpret the following headlines:

Wilson, Appoints First Secretary of Labor.
‘Gompers Hails Clayton-Act as Labo:’s Magna Carta
Railroad Brotherhoods Endorse Adamson Act

. Diagram:.Ask-the students to xllustrate \he organization
and functions of the Federal Reserve System by construct-

mg an appropriate diagram.

. Table: Have the students construct a tabll showing -the
defects of the national banking system establxshed in:
1863-64 and how the Federal Reserve System. attempted to
remedy each of the weaknesses. \

. Role-playing: Ask a boy and a girl student to stage a mock
interview-of a young woman suffragist in 1912 by a con-
gressman with “male chauvinist” leanings. _

. Cartoon: Ask.a. stufdent to draw a cartoon llkl one that
might have been drawn ini 1912 to advocate the passage of
the Nineteenth Amendment. . )

. Debate: Resolved: That all commercial banks‘ in the
United States be required to become members: of the
Federal Reserve System.

. Investigation: Have the students investigate the local tax.
system. What are the chief sources of.revenue? The chief
expenditures? Are the citizens satisfied with taxes as they
are? If not, what substitute taxes or means of securing

5. A conglomerate is a firm engaged in a number of unrelated
businesses.

(b) Why do business combinations continue today despite
antitrust and regulatory laws?

. What do economists mean by “economies of scale”?

Discuss some “diseconomies of scale” that occur when a

‘firm exceeds its optimum size.

. Why must elasticity of demand for a firm's products be
considered in determining whether that firm is a harmful’

monopoly or not?

the Wilson administration with the problems each
law was intended to resolve. Were the laws suc-
cessful?.Explain your answer.

N _\\‘
. Did the disadvantages of monopoly outweigh the

possible advantages of large-scale consoltdatnon of.
business? Justify your ahswer.
“Good” versus “bad” trusts

revenue do the citizens propose? Would they acgept a
value-added tax.in lieu of the property tax?

. Debate: Resolved: The present federal inheritance tax law:

is inequitable,

. Drawing: Make a drawing about the women's - nﬂhts

movement before World War [ that portrays your v version
of “the new ' Arherican woman.”

. Diagram: A.student might prepare a diagram illustrating

how checks are cleared.

. Role-playlng Let' a. group of ‘twelve shidents simulate.a

meeting of the Open‘Market Committee of theFederal
Reserve Syster to discuss present business conditions and
make recommendations for what, nf ~any, changes should

‘be made in current monetary policy.
. Research project: Ask.a student to investigate the Bank of

England or a European ceritral bank. In‘the report, the
operation of the European central bank might be_com-
pared with that of the Federal Reserve System, indicating
features they have in common and features in which they
differ. :

2

4
. Map: On an outline map, a- student might use a colored

marking pen to trace the boundarigs of the twelve Federal
Reserve districts and print, at their proper locations, the
names of the cities where the twelve Federal Reserve Banks
are headquartered. .. .

4. Publications: Write to the )vanous Federal 'Reserve Banks

]

1 .

for publications to add to _the ‘classroom library. The ~

following booklets are useful for understanding Topic 13:
(a) Historical Begmmngs of the Federal Reserve (Federal

80

LY

:17: Match the major economic legislation passed during.____ .




»

.
PEd

Reserve Bank of Boston, Bank and Public Services
Department, Boston, MA 02106, 64 pp., 1977. Single
copies only). Traces the history of the banking system
in the United States from 1790 on, discusses the bank-
ing problems of the nineteenth century, and describes

" the legislation that led to the formation of the Federal
Reserve System. !

(b) The Story of Inflation (Federal Reserve Bank of New
York, Public Information Department, 33 Liberty.
Street, New York, NY 10045, 24 pp., 1981.) Explains
the causes of inflation and discusses its impact on con-

_sumers, -business, .and--government. -Alsg -exarnines.
fiscal and monetary. policies, wage and price controls;

and supply-side adjustments,

(c) The Story of Banks (Federal Reserve Bank of New
* York, Public Information Department, 33 Liberty-

Street, New York, NY 10045, 24 pp., 1982): Uses car-
toons to trace the development of banking from

Babylonian times to the present with emphasis on the:

American experience and the role banks play in
modern society. - .

15. Gaine: Banking. l'l'hrough simulation a{\d role playing! -

participants observe, analyze, and solve problems -that

arise in the operation -of a commercial bank: (Playing

time: 2-5 hours; teams of six; Didactic Systems, Inc.)

. Simulation game: You're the Banker. Allows players to

assume roles as,comrnercial bankers, who grant or refuse
loans to customers. The players learn economic principles
related to money and banking, monetary policy, and the
role of the Fed's “discounting window.” (Grade level: 7-12;
playing time: 2-4 hours; no. of players: up to 30; cost:

$25; Federal Réserve Bank of Minneapolis, Public Infor- o

mation Department, 250 Marquette Avenue, Min-
peapolis, MN 55480) - “

. Film: The Fed . . . Ofir Central Barik (1978). Examines the
service: furictions of the Federal Reserve systeni and.ex-
plains how monetary policy is formulated. Teacher’s guide
includes material on inflation. (16 mm., 19 min., teacher’s
guide, free loan; available from any Federal Reserve Barik)

18. Film: ‘An American Account: The Story. of Banking

(1975). Reviews the history of American banking from the
financing of the American Revolution- to ‘the present.

’

A

(16 mm., 30 min., free loan; available from Federal Re-
serve.Banks of Boston, Richmond, and Chicago)

.. Filmstrip: Woodrow Wilson: A.Portrait of Power (1981).

-~

20.

Explores Wilson's character.traits both as a war president
and as ‘£ reformer at home. (Color, cassette, teacher's

. guiide; Social Studies School Service)

Filmstrip: Wilson: Idealism and American Democracy.
Presents Wilson's ideas about democracy and his fight for
the League of Nations. (Set of two; Guidance Associates)

. Sociodrama: To review the issues in the glectidn\éf 1912,

stage an informal political rally taking place on the eve of
the election, Choose able students to campaign for

. William Howard Taft, Theodore Roosevelt, and Wood- .

6.

row Wilson. After formial-presentation of the arguments,

invite rebuttals.and questions from the class.

. Individual report: Note the U.S. consumer protection

agencies you find mentioned in-newspapers ifi any given
week. Make a brief report about the fuinctions of each. Ex-
amples: Federal Trade Commission, Food and Drug Ad-
ministration, Environmental Protéction Agency.

. Filmstrip: The Pr?).greps‘ive Era, Social-Reform Movements

analyzes reform efforts between. 1890 and World War 1. .
(Color, sound; Educational Audio Visual Inc.)

. Problem for analysis: Theodore Roosevelt, William

Howard Taft, and Woodrow Wilson were all presidents

during the Progressive Era. Of the three, who did the most

“to remedy the accumulated-evils -and negligences of a.

period of:industrial growth"?¢ )

(a) How was the public made aware. of the-need for
reform during the Progressive Eral )

(b) Which .social and' economic groups in the United
States furnished “progreséive” leadership?

(c) Which-groups were notable for not providing pro-

" gressive leadership?

(d) Describe the méasiires you consider to have effected .
the greatest economic reforms of the Progressive Era.

.
. » N

Quoted from Richard Hofstadter, introduction.to The Progres-
sive Movement, 1900-1915 (1963). .




] Topic. 14
‘World War |

° 2

D.et;tor-croditm bosltbns of nations.

Natiohal debt
Wartime controls

~
4

‘Public vs..private sector .
Production possibilmos cuive

v

A rovcs naionaLisk WAS a major factor in bring-

ing on World War I, there were' economic causes as .

‘well. As' nations developed industries they began to
compete for raw materials in such placu as Africa.
There were Uisputes over who should have the. right to.
certain areas on that continent, and. thése disputes

helped set the stage for war, Wilson asked Americans to. *

be “impartial in thought as ‘well as action,” °Wt the
United States’ economy was affected from- the:start.

Prior to World War I the United States had' been a:

debtor nation, (In 1914 the United: Staises ‘was a net
debtor in the amount of $2.2 billion. ) Undet normal cir>
cumstanceg’the United Stites would haveé needed many
more yearg,to become a:creditor nation. Bat the major
industrial hatiohs of Europe were at war; their factories
were producing’ military. hardware, and: required vast
new supplies of raw materials, American products were’

badly needed, :and between 1914 and 1916 the value of

our exports,more than doubled while the yalue of goods

that we: unported from Eufope- declined. By 1919, the. .:

United States was no Jonger a debtor nation but was a
net creditor in the amount of- 56.4 billion.
Both sides courted the Umted States, ‘but Ger-

many’s submarine warfare and espionage activity -

swayed public opinion toward the. Allies, By 1915 the

United States had become the major- supplxer of am- -

munition and othér war matenal to.the. Allies, and by*

1917 the Allied governments } had ‘sold over $1.5 billion -

worth of bonds in America. Some cite:this as evidence °
that the United States had a finandal stake in an-Allied
victory. The United States declared war on Germany on
April 6, 1917, and there is little doubt that President
Wilson and:most Americans regarded this as- an:act-of
righteousness rather than one motivated by pecuniary
interests,

In‘any event, the country-had had little experience
in shifting from a peacetime to-a wartinie economy.
During a.war, the public sector of the economy (that is,
government activity)“siuddenly takes on. great impor-

3
2
-

tance. ‘I'hemarket systemcqnmlongerben&dupon .

to direct resources where they are most . Factors
of produchon (raw materials, hbor, and capital goods).
shnftfromthepﬂvaum,wlmd\eyhdbm

toproduoegoodsandgmieuforpﬁvahca\- s

mmmmdbmm tothepublkm This'is:the -
case, at least, if the economy is at=or near—

" full capacity. If our farms, factories, mines, mills, and

workmaualxudyﬁxllyandefﬁdmdyaployd,ﬂm
warplanes, tanks, army barracks, guns, bombs, and

submarinez)-only by reducing our ouitput-of customary s .

goods. Indeed; the real cost of the war goods will be the
civilian goods (such. as civilian- clothing and :atito-
mobiles). thatweforgocw]\enwemketheshift

K 'I'heéconomyuinanycueboundtobeaffectedby

a major-shift from peacetime to. wartime. production, '
Somuectomwillnothavetochmemmh for exam-
~ple,fa?mmproducingfoodfonoldimrudnotdw
theirproductionmethods Those farmes: howwer will
faceagruterdemandmdhigherpﬁou '!'l\mtheywlll

o

wecaninmmp;oducﬁonofw;oods(mdta P!

trytoinmmoutputinvariomwmandmyﬁndit‘ '

‘ profitable to cultivate: land that had: previously: been:

considered tod poor to yield a proﬁt Asto' manufac-
turers will face a drastic chénge. ﬂ\cywillhnveton-

- toolinordertoddftfromprodudnsdvﬂanmtopro-
) ducinsarmytanksandothermiliwyequlpumt Such

shiftstriggetotlmproblm ‘For example, as war pro-
duction goes into high: gear, workers will be receiving
their customary or higher wages, but because of :he pro-

‘ductxonshiftsﬁndfewerconmgoodsonwmchto

_spend: their incomes. Thus, prices will’rise because the
demandforcommgoodswillbeamtorm
thqnever, but the supply will be less..

Whatw;llgovemmtdointhefofegoin;dt- s

cumstances?. It could iricrease taxes, which would

. .reduce some_of:the consumer demarid (because people:

would have less 1 money fo-spend on consumet. 3oods)

.
b - .
>




" and- whxch would at the same time provide funds to

fmance the war. The government may also, as in World
Warll impose wage, price, and production:controls. In
that war it also,put on a strong.campaign to sell)govern-
‘merit bonds 46; citizenis -in ‘order to' move purchasing
- poweérfrom. the. cmhan to the governmént sector and'to
"~ provide. civilias. with-a backlog of asséts to use during:

thie-transition’ to-a peacétime.economy-that ' would en-

sue: ‘when- the war ended

»* If some resources had ‘been lying idle before the

. time of wat, it is theoreétically possible for the nation to.
mcrease total outpiit without. producing fewer consumer-

goods. Thahs, xndustry might contifue'to turn-out. the
‘sameamount - of .cypstmer jtems while -formerly

’ unemployed viorkers, idle factories; and unused raw

maternals were put to: work producing guns, warships,

and the: like. (In techmcal ‘terms, the'nation moves from

o a poxnt msxde its production. possibility curve to' a

-point:on: the curve.’)

. Efforts canealso be made to- fmd new-productive
. resources Durmg World ‘War: II womer who had not

been part: .of the labor-force. entered -factories. and.did

‘mahy’ ]Obs ‘that Had: anormally been::consxdered men’s

* work." Governmeént iay also prométe research to'find

new productiori-techniques, develop synthetic materi-

_ als,and promotethe quest-for additional sources of sup-
Py of-materials already inuse; <

The' vériots wars-in whxch the United States has

7 been’ mvolved have ‘had- mfferent effects tpon* the

economy and requxred dxfferent degrees of econonuc

World War the: govemment began to plan for the
possxbxlxty) of xnvolve”ment A Louncil of National:De-
fense was-set up:to-plan’ ‘the manufacture of giins and.
ammumtxon, organize transportatxon faczhtles, and pro-
“ide: sufhcient labor:and’ raw*material. The.Emergency
Fleet Corporatxon of 1917 was provided - with $50
llhon to. construct new-merchart vessels; The govern-
ﬁ:ent built-riew: slupyards and rrnproved .0ld ones, took
per.the operation of the railroads i Deceriber 6f 1917,
and\assumedcontrol ovef the- telephone and telegraph
systems in 1918.
Labor-managementx relatxons could o ‘longer- be’
2 ieft 10, themselves, and the War ‘Latjor BpanL was.
created to: helpr p?event stiikes. The-board provided
,mediation' by investigating disputes and suggesting
sterms ‘of settiement. It handled 1500 disputes dunng

‘qurld Warl, Although nearlv everyone agrees that in: a )
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i Proc‘uetron poss'ibimy curves (sometimes cellod transtormetlon‘
curves ot proguction possioilty frontiers) are described in nesrly,
allinfioductory-economics 1exibooks. A simpie production.pos-

sibliifies d;agfam. »with millifary. goods:and services on-one. axis
and ndnm Jnarycog the pthe

=age ot-above: average smdentst -

:should be comprehensitie’ toaver: -

wartime-emergency people must give:up some of their
economic freedoms: and .accept ‘governinent controls,
there is always disagreement.on the extent to which such:
changes are necessary and the means by which the con-
trolsshould. be enforced. This problem should spark
some" hvely ‘classroom debates.

o

P AvING For Wortp War'l was another problem. The
rates of income tax were raised, arid an excess profits tax
wasumposed (About«one-thnrd of the cost of . the war
was covered by taxes.) Excise taxes were placed on Jux-
ury-items; imposition of those taxes not only-helped
raise money ‘but discouraged the buying and thus the;

production of luxuries. Studerits ‘should realize -that- . -

taxes can be used to control consumption and redirect
production:

The remaining two-thirds of the cost of World War
I was financed by government borrowing. Before the
war the U.S. national debt had been only $1billion, but
by. the mxddle of 1919 it had soaredto-more:than $26
billion. Raxsnng taxes is one way of obtaining funds to-
pay for a war;: borrowmg from the -public-by -issuing
‘bonds is another. (Be sure that students do higt confuse
the term national debt wnth the nation's debtor-credltor
position in mtematnonal hnancxal markets. The faét that
the anational debt in 1919 was $26 bllllon*dld not tivéan-
that the Umted Statés. owed: this-amount to foreigners.
For:the most part;. U.S..government: -securities-aré pur-

. chased by Amencans Thus, the government-borfows

mostly - from its Gwn people—the U.S. national:debtis

largely an mtemal débt owed by the U.S. governdiientto

Americans. ) g
There was a senous’inﬂation during theWorld War

.l era; consumer.prices about doubled from1914.t0 1920. ~

Duririg wartime, producers of military- goods st at-

tract- factors -of productxon away- from private: .enter- )

prise. Thus, as labor-comes-into- short. supply (partly
"because the size: of the. armed: forcessincreases, partly
‘bécaube the demand for labor rises) wages=the. price. of
Taborwill go up-1 -anless they. are controlléd by govern-
.meht. -And in.practice, it;has:.never been’ ‘pussible-to
»completely prevent ‘wages from rising in_the United
States. d’”uring Wartime. Ttie higher ‘wages are, naturally

" reflected in higher prices. Similar cost pressures ] buildup

ander- ‘the prices-of food; ‘Taw-materials, and- capital

‘ *goods.,'l'hus warstend mevxtably to.be accompanied by

mﬂatibnsxThe pnce .escalation. that acrompanied: the.

) Vnetnam War might: ‘bé-compared with the inflatioiis of
the-two: prevxous:world Wars. Could we.have. applied: -

any-léssons: ‘rom /prévious- wars- i 19657In what ‘ways
were: éonditions""milar? How: did" they. dxffer? Many:.

':econéinists charget that Preudent Johnson ought to have

inicreased taxes when he decided t9 step up.the Vietnam

“War Did wbsequent*events prove: this criticism-to: -be.
' correct? - .




Finally', the economic policies adopted immediately-

after. World War [ should be examined and evaluated.
The United States raised its tariffs, making it difficult
‘for other nations to sell their goods here, and yet this
was perhaps the only way the Allies could have repaid
their debts to the United States. Germany certainly
lacked the money and resources to“repay the huge
reparations debt, $33 billion, originally imposed on that
, country by the victors in World War-1. When; ‘after that
“sathe waf, the old Austro-Hungarian empire was’split

Iy
k]

DISCUSSION QUESTIONS:

into several nations; a territory-that ha been\economi- .

‘cally united became divided. As a result,ithe war debt of

Austria-Hungary became extremely difficult'to pay.
Goods could no longer flow freely, prices rose, factories
that had been selling aver a wide area were restricted to
smaller markets, and nations began i posmg higher
tariffs. It-is generally agreed that these a tlons_hslged

deepen the ensuing Great-Depression of| the 1930s and

‘Thelped create some of the antagonisms that led to World
War I

Ecbnomic ‘concepts.iideas, etc., that might be brought up in answeri"iig the.questions are printed in huvy’f

type (boldface).

1. How did World War I affect American export trade?

(a) How did the Allied powers finance their pyrchases
of foodstuffs and munitions before 19177 After “19171
International exchange; balance of trade and

payments.

-(b) To what extent did economic forces influence U.S. en-
try into World War I?
War Ioans; international banldng and. credit;
econo:mc interests.
. How did World War-1 affect the American economy: (a)
before U.S. entry;-(b) during ¢ the; penod of American par-
. ticipation;:(c) immediately after the war? ~

Economic mobilization; -inflation;-government and the |

-economy'inw:rtime .1

- f

. Before the first world war (1914!18) ‘the United States was
both an underdeveloped and a debtor nation. Explain this
statement. How did the war transform the United States
from 2 debtor to a creditor nation? -

Trade; -foreign mvu,tment vbalanoe of trade and
payments.. }

. Explain how the U.S. govemment used taxes and the sa]e

of bonds to raise the billions of dollars néeded for the war

' effort. ;
. 'What is the national debt? |

-Public.borrowing;-government:-bonds; - public finance.

(a) Why i the public debt of the United States considered
an “internal”"cebt? -

»(b) How did World War 1 affect the size of our national
debt? )

6. How did World War l affect each of the following: (a)
workers, (b) consumers; (c) industrialists; (d) farmers?
Supply 'and demand; inflation; proﬁts,‘ economic
mobilization; reconversnon. . X

7.

Differentiate between the public sector and the private
sectgr;,m the American economy. I -

(a)WhydAdWorldWarIludtoanapans:onofthe
pubhcsectorattheexpmseofthebnvatesector‘l
Mixed economy; govemment's' role; economic
mobilization; allocation of

(b)WhywasaWarhdustms moessarydunng
World War It

(c) Why did the federal government operat. ‘he nation’s
railroad system during the war?

o

(d) Whydldwemdashxppmgboaxd‘z I

3, What is meant by all-out economic mobilization” in war-

time?

(a) Why was’ tlus necessary during World War I-and
World War II? - i

(b)Wasxtnecssarydunngthe\LRmamWaﬂExplmn
your answer,

—— - }

. Some writers said that warsocxabsm existed in -the

United Stateés between 1917-and” 1919 ‘Do you agree or
disagree? ustify your answer.

Economic mobilization; gov t -operation -of
railroads; allocation of ; control of produdion
and distribution by bozrds and .

{a):Why: :was:-it-nécessary: to:create; govemment m

to duect mobilization? Hoyv successful were they?’

(b) What were the advantages and disadvantages of.
government regulation, sﬁandard:zahon of products,
and-uniform miethods of mdustml orgamzahon dur—
ing the war? v

(c) Was it _necessary. for- the federal govemment to fake.
control over individual and industrial affairs to the ex-
tent that the U.S. govemment didin World WarI? Ex-
plain your answer. s -

-




(b) The huge reparations bill imposed on Germanyand
theproblemofwardcbts

(c) The: break-up of. economic units like ‘the Austro-*
Hungarian Empire.

. Summarize (a) the worldwide economic -effects of World
WarI and(b)theeconomcdfedsofﬁ\ewarontheus

10. Why did the -federal government intervene in labor-
management relations during World War 17 What form'
. did the intervention take? Do you think that governments
should intervene in labor-mam\ent disputes at.any
time? Explain your point of view.
’Mediahon,— on, arbitration; labor's role-in the
y; wages and pﬂou.

11. To win the war; the Wilson administration required
* sacrifices from all.
(a) How did the federal government urge consumers to

conserve scarce resources and foodstuffs for-the war
effoit?

(b) How did it discourage the buying of luxuries? -

(c) How did it regulate profits?-
* War. excise taxes; rationing; surplus profits taxes; in-
come and corporate profits taxes.

12. Two-thirds of the cost of World War I was raised by bor-
rowing; one-third by taxation.
.(a). How was the two-thirds actually broughit-into- the
U.S. Treasiiry?
(b) What effect did borrowing have on the national debt? ‘(a) MMW&:MWMa&
(c) How was the additional revenue actually raised by need?’ .

. taxation? __(b)-What-were-tlig ajor- contributions of the Umd
Taxation; national debt; mbonhmdav- - Stamhothemmmofthewaﬂ
_W_/_,,.mas&mps;wﬁii?m

.}hmnmdmﬂmdwrmofm tu-

, WhydompopleaytlnttheUmtedSum “came of
age asanahonsamﬂtofWorldWarl?Doyouagne
ordmgu?Why?

‘Economic developiment; U.S. as world économic power; °
cndimm

X Whatdenmukd:dﬂ:mdsofﬂnmhsphuonthe
United States?

20. PrudentWilsonakedtheAmuicanpeoplembemuml
in thought and action.

13. Whydid'guimshrﬂaﬁonmmﬁnummdui-- )

¢ " ing World War I

(a) IfybuhadbemPraidmt,w'h;twouldyouhandom
:to keep down consumer prices?

(b) Did we learn lessons about inflation-in 1918-20 that
mwuéabktominmbieqmtm?&phﬁyour

Supply and demand; é’nneofiﬂdhn, government
controls (price controls, wa.eoodmll,rmm
controls).

14. WhatwasthemmedmeeffectofWoﬂdWalonthe_

American farmer? What was the long-range effect?
Supply and demand; farm prices; farm costs and Gutput;
farm surpluses; ‘farm debt.

15. How did Werld War I affect <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>