From Revolution to Reconstruction
During the 1800s business and industry developed in America in different ways, and much[image: image2.png]


 depended on geography.  Because of the easy access to natural power sources, the northern states were inclined to develop manufacturing and other factory-related businesses.  The Erie Canal further helped factory-made goods, and people travel westward, and eventually, railroads followed its path. With industry, came wealth, and power.  In comparison, the southern states tended to rely upon farming, creating an agricultural economy. As a result, cultural differences between northern and southern states increased, as ways of life diverged.

 

American government in the 19th-century officially endorsed a laissez-faire policy.  They kept their "hands off" of business, letting it run itself. The U.S. Government also tried to protect American manufacturers by passing protective tariffs, or taxes on imported goods. This made American goods seem cheaper, more affordable. The government also issued patents for new inventions, protecting the inventor from having ideas stolen.
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Following the Civil War, industrialization in the United States advanced rapidly.  One reason for the dramatic economic transformation was that rural workers and immigrants moved into the cities at an amazing rate.  By 1880, over 25% of the entire population lived in cities.  But railroad expansion was the key to the rapid industrialization following the Civil War.  

 

The first railroad to connect the coasts was completed in 1869.  It connected the formerly remote rural settlements to distant urban markets, and brought settlers west in search of land.  With the country linked together like this, some businesses saw an opportunity to develop a national market emerge.  Nationwide department stores and mail-order catalog companies grew to accommodate the increased demand for finished goods across the nation.

 

Before the Civil War, most business was owned by individuals or were partnerships.  After the war, corporations became more popular.  To build capital, a corporation sells partial ownership in itself to investors, called stockholders, and shares profits with them. The advantage of a corporation, is that accountability is limited, because a corporation is recognized by state law as a separate person.  So, if a corporation goes bankrupt, it doesn't ruin the actual people involved, it just disappears.  

 

As similar business grew, they realized that they were competing with each other, and lowering everyone's profits.  Many of these companies formed agreements to join together and control their industry.  These cartels, as the trade groups became known, artificially lowered production to increase prices, and, with them, profits.  Sometimes, though, the cartels couldn't stand up to deep recessions, or downturns in the economy.

Industrial Revolution Inventors/Inventions
	Inventors and Inventions

	1852
	Elisha Otis
	elevator

	1864
	George Pullman
	sleeping car for trains

	1865
	Thaddeus Lowe
	ice machine

	1871
	Andrew S. Hallide
	cable streetcar

	1874
	Stephen D. Field
	electric streetcar

	1876
	Alexander Graham Bell
	telephone

	1878
	Thomas Edison
	phonograph

	1879
	Thomas Edison
	practical use light bulb

	1888
	King C. Gillette
	razor with disposable blades

	1893
	Charles & J. Frank Duryea
	gasoline powered car


Business Philosophy
The idea that the government should not interfere with economic development, or specific businesses, is known as Laissez-faire. This idea originated with British economist Adam Smith and was published in 1776 in The Wealth of Nations. He believed that the laws of supply and demand, combined with profit motive, would be the most efficient type of economy. Many business leaders in the 1800s echoed these sentiments and wanted the government to leave their businesses alone..

Social Darwinism stated that success in society was determined by "survival of the fittest." This interpretation of Charles Darwin's theory caused many to believe that the poor were deceitful and lazy, while the rich were honest and hard-working. This also explained how healthy businesses thrived while unhealthy ones went bankrupt.

As the rich became wealthier, and the poor more so, people began to question these philosophies, and some even attacked leading industrialists calling the Robber Barons, while others maintained that they were Captains of Industry
Thieves or Great Leaders?
With the incredible success of large corporations and trust, several crafty businessmen became unbelievably wealthy.  These ultra-rich capitalists gave the time period its name, the Gilded Age, because of their extravagant lifestyles.  

 

Some citizens thought they were the "Captains of Industry" because the men helped create the[image: image4.png]


 modern economy based on business and industry.  Critics called them "Robber Barons" because of the ruthless way these corporate executives tried to destroy all competition and keep wages low.  After the depression of 1873, many large manufacturers began to drive smaller companies out of business and take over those companies.  Sometimes corporations would join together, instead, forming a trust, completely controlling the production and sale of a product.  Gaining complete control of a market is known as having a monopoly.

 

To illustrate this, consider that Andrew Carnegie emigrated to America with almost nothing. He ended up one of the richest men ever, controlling most of American steel production in the early 1900s. John D. Rockefeller controlled almost 90% of oil-related business in the nation.  He was so powerful, he was able to force even the huge railroad companies to give him special rates.  John Pierpont "J.P." Morgan, an investment banker worked with Rockefeller to accomplish such amazing exploits.  As an example of their success, Morgan and Rockefeller, together in 1912, controlled over 100 corporations worth over $22 billion .  They would be worth over $400 billion in 2003 money.

(1) What is Social Darwinism?

(2) Of the inventions listed, which do you feel had the greatest impact on life for the common man during the industrial age?  Why do you feel it made such an impact?

(3) In your own words, would you consider these industrial leaders to be “captains of industry” or “robber barons”?

Industrial Revolution
As the Industrial Revolution grew, new business practices developed.  Before, most business was owned by a sole proprietor (single owner), or a small partnership. But, ways of doing business changed dramatically during industrialization.
  

	New Ways of Doing Business

	Corporation
	A business with many share holders.  Corporations are formed to raise capital for expansion.  Share holders receive dividends when the company makes a profit, and can only lose what they put in.

	Monopoly
	A monopoly is when a company or corporation controls an entire market.  This allows them to raise prices to any level.  Government regulation prevents all but a few monopolies such as utility companies.

	Pool
	Companies in a single market making an agreement on prices and the division of business.  Railroad companies practiced this until it was outlawed by the government.

	Trust
	Corporations in the same market or related markets would form a trust that put control of business under a single group of trustees. Share holders still received dividends, but had no say in the business.  Trusts were later outlawed.

	Holding Company
	A holding company would buy enough stock in different companies to control them.  This was done to get around the outlawing of trusts. Eventually, holding companies were outlawed also.

	Conglomerate
	A corporation that owns many different unrelated businesses.  Conglomerates are formed by mergers, where one company would take over another.  These are still in practice today.


Economic Philosophy
Laissez-Faire Economics: This was an economic philosophy begun by Adam Smith in his book, Wealth of Nations, that stated that business and the economy would run best with no interference from the government.  This economic system dominated most of the Industrial Revolution, and resulted in the government taking a more active role in U.S. Business and the economy. 

Government Reform
In the late 1800's the government decided to take a more active role in business and the economy.  The U.S. slowly moved away from the policy of laissez-faire, and more toward a mixed economy where the free market and the government shared power over the economy.
  

	Government Regulation

	Munn v. Illinois
(1876)
	Supreme Court decision stating that states had the ability to regulate private property if it affected public interest.

	Wabash Case
(1886)
	Declared that it was unconstitutional for states to regulate interstate commerce. Showed need for Federal regulation of interstate commerce.

	Interstate Commerce Commission
(1887)
	In 1887, Congress passed the Interstate Commerce Act that setup the ICC.  This act states the federal government has the ability to regulate all aspects of interstate commerce.

	Sherman
Antitrust Act
(189)
	In 1890, Congress passed this act which prohibited monopolies or any business that prevented fair competition.


Tariffs: The U.S. pursued an aggressive tariff policy as a way of promoting domestic business.  A tariff in 1890 that protected American sugar growers lead to Americans in Hawaii leading a revolution against the native government and subsequent annexation by the U.S..  The Wilson-Gorman Tariff of 1894 raised the tax on Cuban sugar to 40%.  This led Cuba to revolt against Spain because of the economic problems they faced. 
(1) What is the difference between a Monopoly and a Trust?
(2) Why do you think the government needed to take a more active role in the U.S. Business and economy?
Response of Labor

The Development of Labor Unions
"To be free, the workers must have choice. To have choice they must retain in their own hands the right to determine under what conditions they will work." -Samuel Gompers

 

From the late 1700s onward, factory work gradually replaced the system of home-based production known as the cottage industry.  Rural, water-powered mills, were replaced by urban, steam-driven factories, filled to the roof with chugging, hissing, clunking machines.   A task once accomplished by a group of skilled artisans became a thoughtless chore completed by, and depending on, faceless, nameless cogs in an assembly line.

 

Employers soon realized that if factories were built in cities, there would be a larger supply of workers available.  With more people willing to do the work, employers felt that they could cut wages, and put more money into their own pockets.  Naturally, employers wanted to maximize their profits.  That meant that men, women and children were hired for very low wages, usually worked in dangerous or unhealthy conditions, and often worked for twelve or more hours.

 

Industry in America developed far more rapidly than it had in Europe.  Factories and mills spread quickly throughout New England prior to the Civil War due to good supplies of natural resources such as iron and coal, and the ease of transporting finished goods along the many navigable rivers. This in turn lead to the building of more railroads and canals to handle the increased traffic

 

In addition, immigrants from Europe were swelling the labor pool, allowing employers to drive wages lower and lower.  The 
combination of unsafe and unhealthy working conditions, extremely long work days, and the growing number of people (especially children) injured or killed working at mills, led to the organization of concerned groups of labor unions in the United States.  Most unions wanted to lower the total hours worked per day, raise wages, and outlaw child labor.  Some were more successful than others.

 

Efforts at National Labor Unions
In 1866, a new organization called the National Labor Union called on Congress to order an eight hour workday. The National Labor Union was a group of farmers and reformers that wanted Congress to pass labor reforms. Although the National Labor Union failed to convince Congress to shorten the workday, its efforts made the public aware of labor issues. It also increased public support for labor reform before it broke up in 1873.

The Knights of Labor, founded in Philadelphia in 1869, were more successful. The union was organized by industrial workers who welcomed women, blacks, and even accepted employers, an uncommonly open attitude at the time.  The Knights of Labor tried to expand their appeal through demanding an eight-hour work day, and the end of child labor.  By 1886, the Knights of Labor, who accepted both skilled and unskilled workers, counted over 700,000 farmers, laborers and shopkeepers among its members. The union discouraged the use of strikes and supported remaking society along more cooperative lines. Many Americans considered such ideas socialist or communist thinking, and opposed labor reform movements because of it.


In 1886, a series of violent strikes by railroad workers stained the union's reputation. Police were called in when fighting broke out between striking workers and strikebreakers at the McCormick Harvesting Machine Company in the Haymarket area of Chicago, Illinois.

Two union men were shot by police. Later an explosion killed seven policemen. Although the person who set off the bomb was never identified, four labor leaders were convicted of conspiracy to commit murder and hanged. The Haymarket Riot made the idea of the eight-hour-day seem very "radical," and this lessened popular support for the organized labor movement.
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As the power of the Knights of Labor declined, the American Federation of Labor rose to the top. Under the leadership of Samuel Gompers, the A F of L tried to reform the length of the work day and child labor laws, and also tried to protect the independence and rights of other existing unions. 
 .

 Government's Treatment of Unions
Government leaders feared labor unions would disrupt business, and adversely affect the economy of the United States.  In 1895, the Supreme Court used the Sherman Anti-trust Act against unions, ruling that strikes were illegal because they interfered with interstate commerce.  Both federal and state troops were used to stop strikes.

 

Following the Triangle Shirtwaist Factory fire of 1911, where 146 workers were killed, the government began to change its opinion.  Public sympathy for workers grew, and as a result.  Congress passed laws helpful to unions.

 

In 1913, Congress created the Department of Labor to help enforce labor laws, and study labor statistics.  The next year, Congress passed the Clayton Antitrust Act, which exempted unions from  antitrust laws and federal injunctions, or court orders, prohibiting strikes.

 

Congress did not order an eight-hour day until 1933. Even then, the National Industrial Recovery Act was an emergency act taken by President Franklin Roosevelt to help counter the economic ruin caused by the Great Depression. The Act defined maximum hours, minimum wages, and the right to collective bargaining. Struck down by the Supreme Court in May 1935, the Recovery Act was soon replaced by the Wagner Act, which assured workers the right to unionize.

(1) What is a “cottage industry”

(2) Name three conditions that led to the formation of organized labor and unions?
(3) Do you feel that the formation has benefited the economy, or hurt it?  Explain your answer
	Social Theories of Immigration 




	Introduction 
Sociologists have identified a few major theories on how newly arrived immigrants integrate themselves into American society. Over time all new immigrants adopt some aspects of American culture and add something new. 

"Melting Pot" Theory
 According to the Melting Pot Theory peoples from various cultures come to America and contribute aspects of their culture to create a new, unique American culture. The result is that contributions from many cultures are indistinguishable from one another and are effectively "melted" together.
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Salad Bowl Theory
According to the Salad Bowl Theory there are times when newly arrived immigrants do not lose the unique aspects of their cultures like in the melting pot model, instead they retain them. The unique characteristics of each culture are still identifiable within the larger American society, much like the ingredients in a salad are still identifiable, yet contribute to the overall make up of the salad bowl. It is this theory that also accounts for the retention of the "something-American" hyphenation when identifying cultural identity. This theory is also referred to as pluralism.

Assimilation
Assimilation is the concept that eventually immigrants or their decedents adopt enough of the American culture that while they may retain aspects or traditions of their cultural heritage, they are identifiable as uniquely "American". Most if all of these cultural traditions (language, foods, etc..) have been replaced with "Americanized" traditions.  



	


(1) Do you feel the United States is more similar to a “melting pot” or a “salad bowl?”  Explain your answer.
Impact of Industrialism

General Impact of Industrialization
In the mid 1800s, the development of new machines and tools led to an explosion of factory construction, and a boom in mass production.  Immigration, a population shift from rural to urban areas, and the expansion of the railroads led to the development of a national market for finished goods.  Shrewd businessmen like Rockefeller, Carnegie and Morgan pushed these revolutionary changes ahead.

 

The rapid influx of people to cities placed a burden on urban areas with which most municipalities could not cope.  With people flooding into cities in search of jobs and a better life, there was not enough housing to go around, and far too little public assistance available.  The poor, tired and dirty workers eventually organized labor unions to resist employer exploitation, but that only led to a new round of difficulties and problems for the urban poor.

 

Overall, when economic transformations occur, the average standard of living also tends to improve.  In a market economy, such as the United States, industrialization eventually led to greater opportunities for most workers.  Business growth often leads to greater competition among manufacturers, and increased interdependence of the society.

 

One negative aspect of the combination of industrialization and urbanization is the decay and disappearance of the extended family.  In the more costly city, most people just couldn't afford to have large families, like those needed to keep a farm running.  The cost of living was too high.

Improved Transportation and Western Migration
The completion of the first transcontinental railroad in 1869 allowed farmers and ranchers to get [image: image7.jpg]


their grain or beef to markets much more easily.  This advance in transportation technology was a double-edged sword.  The ease with which one could ship goods was great for business big and small, but the power of the railroads to set artificially high prices, and, in effect, deny their services could bankrupt a company.

 

On the other hand, the completion of the first transcontinental railroad in 1869 allowed and encouraged settlers to move further and further westward, into the Great Plains and to the West Coast. For people, the railroad cut the journey form coast to coast down to a few weeks.  For the first time, the population was shifting from rural to urban, and from east to west.  For many, the call of the frontier could now be answered.

 

Urban Development[image: image8.jpg]



Before the Civil War, most people lived in rural areas.  After World War I, over half of the entire American population lived in cities.  Remember, the movement of people from rural to urban areas is called urbanization.  As cities grew, many were incapable of keeping up with the building and repair necessary to hold everyone.  These areas often lacked fire departments, police stations, schools, and adequate sewers. Low wages kept working families living in tenements, single-room apartment buildings, in areas that were often crime-ridden, dirty, and very overcrowded.

Turn of the Century
The Industrial Revolution had lasting effects.  The people of the early 20th century had access to many [image: image9.png]


more luxuries than any people before.  Automobiles transformed culture by allowing people to live farther and farther away from the workplace.  This created suburban life.  Cities were transformed by the ever growing skyscrapers that seemed to dominate architecture.  This was made possible due to better methods of production of steel and the increasing use of energy sources such as electricity and coal.  Electricity changed life as people began to use electric lights and appliances in their homes.  For entertainment, new technologies such as the radio and moving pictures became popular.  The spirit of invention continued throughout the early part of the 20th century.

(1) List three businessmen of the Industrial Age
(2) What did the United States market economy lead to?

(3) What is urbanization and why did it expand during the Industrial Age?

(4) There are positive and negative features of the Industrial Revolution.  In your opinion, did the Industrial Revolution lead to more positive or negative outcomes?  
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