  THE INDUSTRIAL REVOLUTION IN THE US AND ITS IMPACT ON SOCIETY AND REFORM   TEST 2


The Industrial Revolution in the United States
(approx.1865- 1900)

Describe the United States in 1800 prior to the Industrial Revolution.

________________________________________________________________________________________________
________________________________________________________________________________________________
________________________________________________________________________________________________

How had the United States changed after 1860?

________________________________________________________________________________________________
________________________________________________________________________________________________
________________________________________________________________________________________________
________________________________________________________________________________________________

Daily Life:  Indoor electric lighting did not exist until 1865.  Instead the rising and setting of the sun dictated the rhythm of a day’s work.  Think about summers without the benefits of refrigeration!  Ice was available in 1865, but only at a great cost.  Long-distance communication was agonizingly slow.  In 1860 mail from the East Coast took 10 days to reach the Midwest and three weeks to get to the West Coast.  Mail from Europe could take several months.  By 1900, this picture of daily life changed dramatically for millions of Americans.  The post-Civil War years saw tremendous growth in new ideas and inventions.  

Who was the “father of the American Industrial Revolution”?
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To protect its industrial advantage, the British _______________________________ ________________________________________, as well as emigration of workers with knowledge of the technology.  However, a skilled worker defied law and moved to the United States.  His name was _________________________________ (pictured left).  He established the first textile factory in 1790 using water-powered spinning machines in Rhode Island.

Encouraging Industrial Growth:  What five factors spurred industrial growth in America?  

Several factors led to the growth of industry in the United States.  

1. ______________________________  
· Challenged industries to make goods more quickly and efficiently
· Using new tools and methods, factories stepped up production of guns, ammunition, and uniforms.  

2. ______________________________
· Numerous coal mines along the eastern seaboard helped power steam engines in trains and factories
· thick forests were cut into lumber for construction

3. _______________________________
· following the Civil War a large number of Europeans immigrated to the United States
·  In 1881 alone, nearly three quarters of a million immigrants arrived in America.  
· By 1905 the number of immigrants reached ____________________________.

4. _______________________________
· The heroes of this system were entrepreneurs who fueled industry in America through the railroads, mines, and factories.  
· In 1868, Horatio Alger published a novel, Street Life in New York,  that told the story of a poor boy who rose to wealth and fame by working hard.  The novel was wildly successful and stressed the possibility that anyone could __________________________________________________.  

5. ________________________________
·  For example, to encourage the buying of American goods, Congress enacted _______________
___________________________, or taxes that would make imported goods cost more than goods made locally.  
· Millions of acres of land was given to _________________________________ freely in return for their promise to quickly link the East and West coasts.
· The government also encourage _________________________________________ allowing businesses to operate under minimal government regulation.  

Innovation Drives the Nation

By the late 1800s, the drive for innovation and efficiency seemed to touch every aspect of life.  The mid to late 1800s were marked with several major inventions.

	
	Year
	Invention
	Inventor 
	Importance
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1844
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1846
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1880
	
	
	



The Need for Transportation

1. Why was transportation especially important to the United States?  


2. What two modes of transportation emerge during the Industrial Revolution? 



The  Railroad

· The 1st Transcontinental Railroad was completed in 1869, a railway extending coast to coast.

· It was known as the “Pacific Railroad.”

· Within 25 years, _______________________________ connected the East and West coasts.

· The meatpacking industry relied heavily on the railroad for transporting livestock and products.  In 

1877, Gustavus Swift developed __________________________________ to transport food.  

· Railroads created a need for ______________________________________ in 1884.  
· Throughout much of the 1800s, most towns set their clocks independently according to solar time, but this created confusion.  The railroads adopted a national system of time zones to improve scheduling.  As a result, clocks in broad regions of the country showed the same time, a system still used today.  

· 4 time zones were established in the United States:  ___________________________________, 

_________________________, _______________________, and _______________________. 
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· Railroads played a key role in transforming American industries and businesses.  They could transport a large amount of goods and people __________________________, _________________________, and __________________________________. 
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Effects of the Industrial Revolution
Study the chart below and summarize each section in the space on the right demonstrating knowledge of the effects the Industrial Revolution had on the economy, society, and politics.








































The Rise of Big Business in America
How did big business shape the American economy in the late 1800s and early 1900s?
Review
· Rapid industrial growth that occurred after the Civil War transformed American business and society.
· Until the mid-nineteenth century, most businesses were run by one person or one family.  Businesses could only grow was big as one family had the ability to invest or run it.
· Businesses were local, buying and selling to customers who lived nearby.
· Industrialization and the railroad changed all this!
The Corporation Develops
To take advantage of expanding markets, investors developed a form of group ownership known as a ________________________________.  
· In a corporation, ______________________________________________________________________
____________________________________________________________________________________  
· If a corporation experiences economic problems,  ___________________________________________
____________________________________________________________________________________
· The corporation was the perfect solution to the challenges of expanding businesses and had the same rights an individual owner:
· ______________________________________________
· ______________________________________________
· Corporations had access to larger amounts of capital, or _______________________________,  allowing them to 
· _____________________________________________________
· _____________________________________________________
· _____________________________________________________
· Corporations worked to maximize profits.
· Decreased Costs
· _________________________________________________________________
· _________________________________________________________________
· Increased Profits
· _________________________________________________________________
· _________________________________________________________________
· Structure of a Corporation

	Role
	Job/Responsibilities

	Public Shareholders
	


	
Board of Directors 
	


	
Managers
	


	
Employees
	




· Some corporations tried to gain a ____________________________, or complete control of a product or service.  To do this, a corporation either ____________________________________________ or _______________________________________________.  Once consumers had no other choice for a given product or service, the sole remaining company____________________________________________________
__________________________________________________________________________________________
· Other corporations worked to _________________________________________________________ by forming a ______________________________.  In this arrangement, businesses making the same product      
 ____________________________________________________________________________.
Horizontal and Vertical Integration
· Horizontal integration 
· ______________________________________________________________________________
      ______________________________________________________________________________
· A company may do this  __________________________________________________________
      ______________________________________________________________________________
· Can lead to a ______________________ if a company captures the vast majority of the market.
· Examples:

· Vertical Integration 
· ____________________________________________________________________________________________________________________________________________________________
______________________________________________________________________________
· Allows companies to _____________________________ and ____________________________ to competitors.
· Examples: 

The Captains of Industry
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Distinguish between the terms “robber barons” and “captains of industry”.



[image: page16image256]Reading Check:
Define social Darwinism.


[image: page17image256]Reading Check

Define oligopoly, monopoly, and cartel.

How can Rockefeller and Carnegie be considered both a “captain of industry” and a “robber baron”?
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The Sherman Antitrust Act
· It became the first federal act to __________________________________________________ in order to curb concentrations of power that interfere with trade and reduce economic competition. 
· It was named for U.S. Senator ________________________ of Ohio, who was an expert on the regulation of commerce under the presidency of _____________________________ in 1890.
· The language of the Sherman Antitrust Act proved difficult to enforce.  It was, however, successfully enforced in one notable case.  In 1906, the federal government charged the Standard Oil Company with violating the first two sections of the act.  Standard Oil appealed and the case was ultimately decide by the Supreme Court which upheld the conviction. (See Handout)
· In 1914 Congress passed the _____________________________ to clarify the Sherman Act.  
· The Clayton Act
· The Clayton Act_______________________________________________________________
____________________________________________________________________________
____________________________________________________________________________
· The act also said businesses could not buy stock in other corporations in order to reduce competition.  
· The act also addressed the control of companies by outlawing ___________________________  - a circumstance in which the_____________________________________________________________
__________________________________________________________________________________
In the same year that the Clayton Act was passed, Congress established the __________________________________ ____________________________ (FTC).  
· The Federal Trade Commission
· The FTC is an independent regulatory agency established to carry out the provisions of the Clayton Act.  The commission may define ___________________________________________, _______________________________________, _____________________________________, _______________________________________________.  
· Today the FTC has many responsibilities in addition to enforcing the Clayton Act.  These responsibilities include:
· ___________________________________________________________________
· ___________________________________________________________________
· ___________________________________________________________________
Enforcing the country’s antitrust laws is the responsibility of the _____________________________________________
_________________________________________________________________________________________________.
The Progressive Era

________________________________, ______________________________, and _____________________________ brought ______________________________ to America, but they also produced _______________________________
_____________________________.  In response, a movement called _________________________________ emerged in the late 1890s.  Progressivism is a political and social-reform movement that brought many changes to American Politics and government during the first two decades of the 20th century.  Progressives believed that new ideas and honest, ________________________________________________ could bring about __________________________________. They desired to use ______________________________ and ______________________________ to make society work more efficiently and orderly.  Progressives targeted a variety of problems that focused on four main areas for reform.
1.  ______________________________________
· ___________________________________________
· ___________________________________________

2. ______________________________________
· ___________________________________________
· ___________________________________________
· ___________________________________________

3. ______________________________________

4. ______________________________________
· ___________________________________________
· ___________________________________________
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Muckrakers

__________________________________________________________________________________________________
__________________________________________________________________________________________________
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Federal Reforms and Theodore Roosevelt
A number of important Progressive reforms were made at the federal level.  Beginning with Theodore Roosevelt in 1901, the White House became a powerful voice for change.  In a major expansion of federal authority, Roosevelt used his presidential powers vigorously in domestic matters.

The Square Deal
Roosevelt had been proven reformer causing many Republican leaders and “Big Business” tycoons to become annoyed with him.  They convinced William McKinley to choose Roosevelt as his running mate, thinking that   ______________ _________________________________________________________________________________________________
_________________________________________________________________________________________________After serving only a few months as Vice-President under President McKinley, however, McKinley is assassinated making Roosevelt the 26th President of the United States.  Roosevelt used the office of POTUS to push reform proposals and expand the power of the office of the POTUS.
· Roosevelt’s reform program was called the Square Deal and its _________________________________________________________________________________________________________________________________________________________________________________ [image: /var/folders/cz/syxsk1097tsfg9dl0hjhnr900000gn/T/com.microsoft.Word/WebArchiveCopyPasteTempFiles/Square_deal.jpg?1478091171]



The Square Deal consisted of the “Three C’s”

____________________________, ___________________________, and ____________________________

                                                                 1.____________________________________________[image: /var/folders/cz/syxsk1097tsfg9dl0hjhnr900000gn/T/com.microsoft.Word/WebArchiveCopyPasteTempFiles/2078413_orig.jpg]


· After reading ___________________________, Roosevelt passes the Meat Inspection Act and the Pure Food and Drug Act of 1906
· These ____________________________________________________ ______________________________________________________________________________________________________________________________________________________________________________
2._______________________________________
· Went after corporate monopolies earning a reputation as a “________________________________” by _______________________________________________________________________________  in the railroad, meat, and sugar industries.

3. ________________________________________ 
· Feared the US might be steamrolled by the Industrial era’s ___________________________________ for ____________________________ and _______________________________
· Identifies ___________________________________ as public land, including ____________________, ________________________________________, and ______________________________________.

· As President from 1901 to 1909, he signed legislation five national parks: Crater Lake, Oregon; 
Wind Cave, South Dakota; Sullys Hill, North Dakota (later re-designated a game preserve); Mesa Verde, Colorado; and Platt, Oklahoma (now part of Chickasaw National Recreation Area).
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Additional Information
Roosevelt serves two terms as POTUS (1901-1909), and he promised after reelection in 1904 that he would not run again; however, after his successor, William Taft (27th POTUS), raised tariff duties and opened some public lands for development, Roosevelt became outraged and threw his hat into the ring for the election of 1912 as a presidential candidate for the newly formed Progressive Republican Party.  However, this caused republican votes to split and _____________________________________________ wins the election.  
Woodrow Wilson
Served as 28th POTUS from 1913-1921

*Our study of President Wilson will consist of two parts.  Part one will consist of his early life and his role as a Progressive leader.  Part two will discuss his role during and after World War I.  

PART ONE
Before the Presidency

Woodrow Wilson was the son of a Presbyterian minister.  He graduated from Princeton and studied law at the University of Virginia, abandoning his law career after two years to study history and government eventually earning a Ph.D. from John Hopkins University (He is the only president to have earned a Ph.D.)  In 1902 he was the unanimous choice to become president of Princeton.


Wilson left the academic world in 1910 after he received the ___________________________________ 
_________________________________________________________________.  He won the election[image: Woodrow Wilson, 1903.]


 becoming the 34th governor of New Jersey. 

Wilson entered the presidential race in 1912, prevailing after Roosevelt and Taft split the 
Republican votes.  Woodrow Wilson became the 28th President of the United States-  the first 
Southern-born president elected since the Civil War.

In his campaign, Wilson answered Roosevelt’s call for a “New Nationalism” with his own equally 
compelling vision of a “_________________________________________.” 
 
Wilson’s New Freedoms

Wilson outlined his aim ________________________________________________________ – more freedom – for small businesses.  He attacked what he called the  “__________________________________________________” that blocked businesses from being free.  The “triple wall of privilege” consists of  

(1)_________________________, (2)______________________, and (3)_____________________.  

Wilson made significant victories as President.  He won his first victory with passage of the Underwood-Simmons Tarriff (1913), which _________________________________________________for the first time in 40 years. Accompanying the new tariff, to offset lost revenues, was an ______________________________, which was permitted under the recently adopted Sixteenth Amendment to the Constitution. 
Wilson’s second victory came when, after months of months of complicated debates and bargaining over banking and currency reform, Congress in 1913 passed the act creating the________________________________________________, which remains ______________________________________________________________ in economic affairs.  
The _____________________________ (1913) placed national banks under control of a Federal Reserve Board, which set up regional banks to hold reserve funds from commercial banks. Still in place today, this system helps protect the American economy ________________________________________ end up in the hands of one __________, _____________, or _____________. The Federal Reserve also sets interest rates and supervises banks to make sure they are well run.
A third victory came with passage of the _____________________________________ (1914), which strengthened existing laws against anticompetitive business actions and gave labor unions relief from court injunctions. Accompanying this act was the _________________________________________________, which created the Federal Trade Commission, a major agency overseeing business practices. (previously discussed in this handout)
Wilson also worked to pass the ___________________________________________ (1916) and __________________ ______________________________________________.  
Progressive Amendments to the US Constitution

Progressive Reformers successfully influenced the passage of much substantive legislation, including four Amendments to the US Constitution.

The 16th Amendment (Ratified in 1913)

· ____________________________________________________________________________

The 17th Amendment (Ratified in 1913)

· _____________________________________________________________________________
_____________________________________________________________________________
· The 17th Amendment altered the electoral mechanism established in Article I, Section 3, of the Constitution, which had provided for the appointment of senators by the state legislatures.

The 18th Amendment (Ratified in 1919) 
· emerged from the organized efforts of the temperance movement which attributed alcohol to virtually all of society’s ills
· ____________________________________________________________________
____________________________________________________________________
· It was repealed in 1933, following the ratification of the Twenty-first Amendment.

The 19th Amendment (Ratified in 1920)

· __________________________________________________________________________________


[bookmark: _GoBack]Progressivism Leaves a Lasting Legacy

· The federal government grew to offer more protection to American’s private lives.
· The American economy showcased the strength of the Progressive’s legacy.
· The Progressive helped to expand the government’s role in managing natural resources.
· Progressive reforms provided much needed consumer protections.
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just in a local region. Also, the resources needed to produce these goods could
be obtained from anywhere in the country. These advances in commerce helped
to link distant regions of the United States, furthering the national network of
business, transportation, and communication.

A model for big business Because of the complexity and size of the railroad com-
panies, with railroads came new administrative techniques for handling large
numbers of workers and large quantities of materials and money. New methods
of management also arose. The professional manager and the specialized depart-
ment grew out of the railroad business.

Stimulation of other industries The growth of the railroad industry encouraged
innovation in other industries. The replacement of iron rails with steel rails, for
example, promoted the growth of the steel industry.

Through the mid-1800s, the nation depended on iron for railroad rails and the
frames of large buildings. But in the 1850s, Henry Bessemer in England and
William Kelly in Kentucky independently developed a new process for making
steel. In 1856, Bessemer received the first patent for the Bessemer process.
Steel had long been produced by melting iron, adding

carbon, and removing impurities. The Bessemer process

made it much easier and cheaper to remove the impurities.

Locomotives, such as this

Erie Locomotive from 1903, were
an impressive sight to many
Americans at the turn of the century.
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ECK Steel is lighter, stronger, and more flexible than iron. The Bessemer process
How did the Bessemer process made possible the mass production, or production in great amounts, of steel.
make steel more affordable? As a result, a new age of building began. A majestic symbol of this new age that
endures is the Brooklyn Bridge.

The Brooklyn Bridge After the Civil War, New York City grew in size as
well as population. Many people who worked on the island of Manhattan lived
in nearby Brooklyn. The only way to travel between Brooklyn and
Manhattan was by ferry across the East River. In winter, ice or winds often
shut down the ferry service. Could a bridge high enough to clear river traffic
be built across such a large distance? Engineer John A. Roebling, a German
immigrant, thought it could.

Roebling designed a suspension bridge with thick steel cables suspended from
high towers to hold up the main span. That span, arching 1,595 feet above the

[The upper floors LA The Chicago Reliance Building

were used for

offices. The
round floor
eld stores.

] i (==

i

Bay windows let in
light and air. This
was important at a
time when few
buildings had
electric lights and
no one had even
dreamed of air
conditioning.

R, ][ |- =]

]

Clay tile walls
protected
the building
from fire.

The steel frame
carried the weight
of the building.

Elevators made
it practical for
buildings to
have more
than five

or six stories.

VIEWING HISTORY The Bessemer process
paved the way for the use of steel in building con-
struction. Before steel, frameworks consisted of
heavy iron. Steel acted as a much lighter framework
and allowed the construction of taller buildings. The
Reliance Building in Chicago, shown here, was built
16 stories high in the 1890s. At the time, 16 stories
was enough to make a building a “skyscraper.”
Analyzing Information How did various technologies
combine to make skyscrapers possible?
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river, would be the longest in the world.
Roebling died shortly after construction of
the Brooklyn Bridge began in 1869, so
his son Washington took over the project. In
1872, after inspecting a foundation deep
beneath the river, Washington became dis-
abled by a severe attack of decompression
sickness (“the bends”). Other disasters fol-
lowed, from explosions and fires, to dishon-
est dealings by a steel-cable contractor.

A Symbol of American Success
Despite these problems, the Brooklyn
Bridge was completed and opened with a
ceremony on May 24, 1883. In the keynote
address, congressman and future New York
City mayor Abram Hewitt remarked on this
great triumph:

VIEWING HISTORY This 1883
lithograph by Currier and Ives
reveals the atmosphere of triumph
and celebration that accompanied
the opening of the Brooklyn Bridge.
Demonstrating Reasoned Judgment
How do you think images such as
this influenced people’s percep-
tions of the changes taking place
in society?

€€ It is not the work of any one man or any one age. It is the result of
study, of the experience, and of the knowledge of many men in many |
ages. It is not merely a creation; it is a growth. It stands before us to-
day as the sum and epitome of human knowledge; as the very heir of
the ages; as the latest glory of centuries of patient observation, pro-

found study and accumulated skill. . . . 77
—Abram Stevens Hewitt

At nightfall, crowds gasped as electric light bulbs, which had been strung
along the bridge, lit up the darkness and shimmered on the river below. The
city celebrated with a magnificent fireworks display. Indeed, the entire United
States celebrated, its inventive genius and hard work plainly visible for all the
world to see.

Section Assessment

READING

COMPREHENSION

1. Why did the nation’s industrial
productivity rise in the late 1800s?

2. Why did the oil business change after
Drake found oil in Pennsylvania?

3. How did inventions such as the light
bulb and the telegraph change daily
life in the late 1800s?

4. What were the advantages of build-
ing the transcontinental railroad?

5. What innovations did the Bessemer
process encourage?

CRITICAL THINKING
AND WRITING

6. Determining Relevance How did
the system of patents encourage
innovation and investment?

7. Making Comparisons Think of a
modern convenience that you rely on.
What benefits does this item bring to
your life? Are there any drawbacks
associated with this item?

8. Writing a List Create a list that
compares the changes in business
and daily life resulting from the tele-
graph and the railroad in the late
1800s with the changes resulting
from the Internet in the late 1900s.

Take It to the NET

Virtual Field Trip Visit the
Central Pacific Railroad Photo-
graphic History Museum to learn
more about the completion of
the transcontinental railroad and
life surrounding the railroads in
the middle of the nineteenth
century. Use the links provided
in the America: Pathways to the
Present area of the following
Web site for help in completing
this activity.

www.phschool.com
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Section

Why were American industrialists of the social Darwinism Copy the web diagram below. As you read,
late 1800s called both “robber barons” oligopoly fill in examples relating to the growth of
and “captains of industry”? monopoly big business in the late 1800s.

How did social Darwinism affect Ameri- cartel

Features
Large amounts
of capital

cans' views on big business? vertical consolidation
economies of scale

horizontal consolidation
trust
Sherman Antitrust Act

In what ways did big businesses differ
from smaller businesses?

How did industrialists gain a competitive
edge over their rivals? Growth of Big

Business

Big business created wealth for its owners and for the
nation, but it also prompted controversy and concern over
its methods.

Methods
Vertical
consolidation

Government
Relations

Setting the Scene ;

A very important incident in my life occurred when one day in a train,

a nice, farmer-looking gentleman approached me. . . . He pulled from

a small green bag the model of the first sleeping car. This man was Wall Street in New York City was a
Mr. Woodruff, the inventor. Its value struck me like a flash. . . . [He] prominent financial center in the
offered me an interest in the venture, which | promptly accepted. . . . late 1800s.

I had not the money, and | did not see any way of getting it. But
I finally decided to visit the local banker and ask him for a loan.
... I really made my first considerable sum from this invest-
ment in the Woodruff Sleeping Car Company.

—Andrew Carnegie

One of the most successful of all business leaders and indus-
trialists in the late 1800s was Andrew Carnegic. He came from
humble beginnings, but quickly understood and embraced the
concept that “money could make money.” He just needed a way
to find it. Carnegic had an eye for recognizing a good invest-
ment. Making wise and sometimes risky investments would soon
make him one of the richest and most successful businessmen in
the world.

The period of invention after the Civil War set the stage for
great industrial growth. Still, more than technology would be
needed to transform the United States. It would take shrewd
businesspeople and many investors willing to gamble on new
products. Without huge amounts of capital, businesses could not
build factories or market their inventions. To succeed, business
leaders often combined funds and resources to create large com-
panies. Thus was born the age of big business.





image11.jpeg
Robber Barons or Captains of Industry?

Historians have used the terms “robber barons” and “captains of industry” to
describe the powerful industrialists who established large businesses in the late
1800s. The two terms suggest strikingly different images.
“Robber barons” implies that the business leaders built their fortunes by
stealing from the public. According to this view, they drained the country of its
natural resources and persuaded public officials to interpret laws in their favor.
At the same time, these industrialists ruthlessly drove their competitors to ruin.
They paid their workers meager wages and forced them to toil under dangerous
and unhealthful conditions.
The term “captains of industry,” on the other hand, suggests that the busi-
ness leaders served their nation in a positive way. This view credits them with
increasing the supply of goods by building factories, raising productivity, and
expanding markets. In addition, the giant industrialists created the jobs that
enabled many Americans to buy new goods and raise their standard of living.
They also established outstanding museums, libraries, and universities, many of
which still serve the public today.
Most historians believe that both views of America’s early big business

leaders contain clements of truth. The big business railroad giants of the
late 1800s, such as Cornelius Vanderbilt, Edward Harriman, and James
J. Hill, all exhibited qualities of both “robber barons” and “captains of
industry.” Consider how the examples of John D. Rockefeller and
Andrew Carnegie, two of the country’s first great industrialists, reflect
this dual nature.

John D. Rockefeller John D. Rockefeller was on his way to accu-
mulating a great fortune when he formed the Standard Oil Company

in 1870. Some of the methods Rockefeller used to gain control of a large
share of the oil industry were called into question, as you will read later in
this section.

By the end of his life, however, Rockefeller had given over $500 million to
Industrial growth required the con- establish or improve charities and institutions that he believed would benefit
tributions of both workers and busi- humanity. His philanthropy helped found the University of Chicago and the
ness owners, as'this illustration Rockefeller Foundation, which gave aid to institutions working in the fields of
suggests. public health, the arts, social research, and many others.

Carnegie’s “Gospel of Wealth” Andrew Carnegie’s story is similar to
Rockefeller’s. (See the American Biography on the next page.) While expanding
his steel business, Carnegie became a major public figure. In his books and
speeches, he preached a “gospel of wealth.” The essence of his message was
simple: People should be free to make as much money as they can. After they
make it, however, they should give it away.

More than 80 percent of Carnegie’s fortune went toward some form of
education. By the turn of the century, Carnegie had donated the money for
nearly 3,000 free public libraries worldwide, supported artistic and research
institutes, and set up a fund to study how to abolish war. By the time he died in
1919, Carnegie had given away some $350 million.

Still, not everyone approved of Carnegie’s methods. As you will read later
in this chapter, workers at his steel plants protested against his company’s
labor practices. Many others questioned the motives behind his good works.
In reply, Carnegie argued that the success of men like him helped the nation
as a whole:
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€€ It will be a great mistake for the community to shoot the millionaires,
for they are the bees that make the most honey, and contribute most
to the hive even after they have gorged themselves full.??
—Andrew Carnegie

Social Darwinism

In statements such as these, Carnegie also suggested that the
wealthy were somehow the most valuable group in society. This
idea, popular in the late 1800s, was inferred from Charles Darwin’s
theory of evolution, first published in 1859. According to Darwin,
all animal life had evolved by a process of “natural selection,” a
process in which only the fittest survived to reproduce.

A theory soon emerged that applied Darwin’s theory to society
as a whole. Called social Darwinism, it held that society should
do as little as possible to interfere with people’s pursuit of success. In
thinking about the relations between workers and employers, social Dar-
winists believed that if the government would stay out of the affairs of
business, those who were most “fit” would succeed and become rich.
Society as a whole would benefit from the success of the fit and the
weeding out of the unfit.

Most Americans agreed that the government should not interfere
with private businesses. As a result, the government neither taxed busi-
nesses’ profits nor regulated their relations with their workers.

Business on a Larger Scale

Many factors combined to create a new kind of business in the United
States in the late 1800s. Businesses grew to include much greater sums of
money, more workers, and more products than had previously existed in
American business. Several characteristics help to explain how big business
differed from earlier forms of business in the United States.

Lazger pools of capital The most basic feature of the new giant industries

| Andrew Carnegie
1835-1919

BIOGRAPHY

g Born in Scotland in 1835,
§H E ﬁ Andrew Carnegie knew

something about the harsh
side of industrialization.
His father was a skilled
weaver, but the invention
of the power loom caused
the market for skilled
craftsworkers to collapse.
Carnegie's family faced
hard times. As a result, they immi-
grated to the United States in 1848,
settling near Pittsburgh, Pennsylvania.

At 12 years old, Carnegie found
work in a cotton mill at $1.20 a week.
At age 18, he attained the post of sec-
retary to the superintendent in the
Pennsylvania Railroad Company. His
boss there encouraged him to invest
$500 in the Adams Express Company.
Although this amount exceeded the
available assets of his whole family,
Carnegie’s parents agreed to mortgage
their house in order to come up with
the money. He was amazed that he
made money from this stock “without
any attention.” Carnegie had begun his
career as a businessman.

o

\

was the huge amount of money, or capital, needed to run them. In order to pay
for new, expensive technology, and to run large plants across the country,
entrepreneurs had to invest massive amounts of capital themselves or borrow
huge sums from investors. The high start-up costs also limited the ability of
smaller businesses to enter an industry.

Wider geographic span The advent of railroads and the telegraph aided the geo-
graphic expansion of businesses. Big businesses often had factories and sales
offices in several different regions throughout the country.

Broader range of operations Prior to big business, most businesses in the United
States were highly specialized. Big businesses often combined multiple opera-

tions. They were responsible for all or almost all the stages of production.

Revised role of ownership The increased scope of operations, workers, products,
and money changed the nature of ownership and management. Owners had less
of a connection to all aspects of their businesses because their businesses were
simply too large. In most cases, owners would hire a “professional manager” to
run their business. The manager had no ownership in the business, but was
responsible for overseeing its operations.

New methods of management Innovations, such as more complex systems
of accounting, were also necessary for controlling these large amounts of

[READING CHECK

Why did owners hire managers
to manage certain aspects of

their business?
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INTERPRETING POLITICAL
CARTOONS Some Americans
were offended by the argument
that business leaders protected
jobs. Drawing Conclusions What
does this cartoon suggest about
the relationship of workers to busi-
ness leaders?

THE PROTECTORS OF OUR INDUSTRIES

resources. As a result, big businesses developed new systems of formal, written
rules and created specialized departments.

Gaining a Competitive Edge

In their efforts to compete and earn higher profits, industrialists used many
methods, fair or unfair, to gain a competitive edge over their rivals. They
attempted to pay as little as they could for raw materials, labor, and shipping,
hoping to maintain the most efficient businesses in their industry.

New Market Structures The lure of gaining enormous profits from new
booming industries attracted many investors and entrepreneurs. However, the
start-up costs of creating certain types of businesses were high and, as a result,
only a few companies could compete in those industries. A market structure
such as this, which is dominated by only
a few large, profitable firms, is called an
oligopoly. Many industries today are oli-
gopolies, such as those that produce break-
fast cereals, cars, and houschold appliances.

Some companies set out to gain a
monopoly, or complete control of a product
or service. To do this, a business bought out
its competitors or drove them out of business.
Once consumers had no other place to turn
for a given product or service, the sole remain-
ing company would be free to raise its prices.

Toward the end of the 1800s, federal
and state governments passed laws to pre-
vent certain monopolistic practices. Those
laws did not prevent or destroy all monopo-
lies, however. One reason was that political
leaders refused to attack the powerful
business leaders.

Forming monopolies was not the only
way to control an industry. Sometimes
industrialists prospered by taking steps to limit competition with other firms.
One way was to form a cartel—a loose association of businesses that make the
same product. Members of the cartels agreed to limit the supply of their prod-
uct and thus keep prices high.

Neither the monopolies nor the cartels were foolproof. Monopolies faced
the threat of government action, and cartels tended to fall apart during hard
cconomic times. To achieve a more reliable arrangement, industrialists came up
with new strategies that would help them dominate their markets.

Carnegie Steel By the time he was 30, in 1865, Andrew Carnegic was
making $50,000 a year, and he wanted to invest his wealth. The development of
the Bessemer process persuaded Carnegie that steel would soon replace iron in
many industries. During the early 1870s, near Pittsburgh, he founded the first
steel plants to use the Bessemer process. These holdings would eventually grow
into the Carnegie Steel Company, which he established in 1889.

Carnegie’s business prospered. The company’s wealth enabled him to make
it even stronger. He soon had enough moncy to buy the companies that per-
formed all the phases of steel production, from the mines that produced iron
ore to the furnaces and mills that made pig iron and steel. He even bought the
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shipping and rail lines necessary to transport his products to
market. Gaining control of the many different businesses that make
up all phases of a product’s development is known as vertical
consolidation. (See diagram at right.)

This method of industrial control allowed Carnegie Steel to
maintain very low production costs. This enabled Carnegie to cut
his prices. He could charge less because of a phenomenon known as
economies of scale. That is, as production increases, the cost of
cach item produced is lower. As Carnegie Steel expanded, its cost
per item went down. Smaller companies were then at a disadvan-
tage. Since they did not have the wealth to purchase all the phases
of production, they were unable to cut their prices.

Steel mills

Railroads

The Standard Oil Trust  Oil was another industry that was about
to become huge. In 1859, when Edwin L. Drake discovered oil in
Titusville, Pennsylvania, many new opportunities for oil arose. The
new ease of attaining oil and oil’s growing usefulness excited many

Iron ore deposits »
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wealthy businessmen, including John D. Rockefeller. He had
become rich from a grain and meat partnership during the Civil War, and he saw
the oil business as a way to become even richer. In 1863, Rockefeller built an oil
refinery near Cleveland, Ohio. The refinery expanded rapidly. In 1870, Rocke-
feller and several associates formed the Standard Oil Company of Ohio.

The large size of Standard Oil helped Rockefeller cut some of his produc-
tion costs. For example, Standard Oil did not need to use all of the railroad
services that other companies used, such as insurance and storage. Therefore,
Rockefeller was able to negotiate with railroad companies to obtain refunds on
part of the cost of transporting his oil. As a result of these refunds, he could set
Standard Oil’s prices lower than those of his competitors. As
Rockefeller’s company sold more oil, he was able to undersell his competitors
by charging even less.

Rockefeller knew that he could expand his business further. He figured that
if he could own his competitors” oil refineries, he would be able to create a giant
oil company that had even lower production costs. This is another method of
industrial control, called horizontal consolidation, which involves the bring-
ing together of many firms in the same business. (See diagram above.)

Rockefeller soon had enough money to buy out his competitors, but the
law stood in his way. State laws prohibited one company from owning the stock
of another. If Rockefeller were to “buy out” his competitors, he would in effect
be owning their stock. State governments feared that this practice would
reduce competition and restrain, or hold back, free trade.

INTERPRETING DIAGRAMS
Some companies grew more power-
ful through horizontal consolidation,
in which companies simply bought
competitors in their field (above
left). Other companies grew more
powerful through vertical consolida-
tion, in which they controlled all the
phases of production (above right).
Analyzing Information What prob-
lems might a business face when
trying to compete with a company
that has a vertical monopoly? With
a company that has a horizontal
monopoly?
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The Panic of 1893 In 1893, a
period of business expansion sud-
denly ended, sending a severe shock
to the economy. During the “Panic of
1893,” hundreds of banks closed,
and more than 15,000 businesses
failed, sinking the economy into a
four-year depression. The resulting
unemployment caused widespread
misery, especially among workers and
their families.

How does such a panic happen?
At some point, businesses may begin
churning out more goods than con-
sumers want or can afford. Then
they have to lower prices in order to
sell their products. To cover their
losses, they often cut wages and lay
off workers. In turn, investors begin
to fear that key businesses, heavily
in debt, might not be able to repay
their loans. Investors rush to sell
stock, stock prices fall, and companies
go bankrupt.

Samuel Dodd, Rockefeller’s lawyer, had an idea to get around this
ban. In 1882, the owners of Standard Oil and the companies allied with it
agreed to combine their operations. They would turn over their assets to a
board of nine trustees. In return, they were promised a share of the profits
of the new organization. The board of trustees, which Rockefeller con-
trolled, managed the companies as a single unit called a trust.

In time, 40 companies joined the trust. Because the companies did
not officially merge, they did not violate any laws. Rockefeller’s trust, a
new kind of monopoly, controlled a high percentage of the nation’s oil-
refining capacity.

The Government Response Many Americans were skeptical and
wary of trusts and other large business organizations. Americans who
feared that trusts were limiting industrial competition began to demand
government action to break up these industrial giants.

Despite questions about their practices, the large industrialists
found sympathy and support from many government officials and lead-
ers. The government was hesitant to interfere with the actions of big
business. After all, these firms contributed mightily to the country’s
rising level of wealth. By the turn of the century, such mammoth com-
panies as American Telephone and Telegraph, Swift and Armour, Gen-
cral Electric, Westinghouse, and Dupont were some of America’s
greatest success stories.

Congress did pass a law, however, in 1890, in an attempt to limit the
amount of control a business could have over an industry. The Sherman
Antitrust Act outlawed any combination of companies that restrained
interstate trade or commerce.

The act, however, proved ineffective against trusts for nearly 15 years. Its
vague wording essentially meant that the courts had to determine what the law

said. As a result, the courts, which were largely pro-business in their views,
enforced the law infrequently. The law actually aided giant corporations when it
was applied successfully against labor unions. Federal officials argued that labor
unions restrained trade because workers were combining to gain an advantage.

Section

Assessment

READING
COMPREHENSION

1. How did the theory of social
Darwinism affect the government’s
relationship to big business?

2. What were some features of the
new big businesses?

3. How did methods such as vertical
and horizontal consolidation, and fac-
tors such as economies of scale help
companies dominate their markets?

4. Why did the Sherman Antitrust Act

seek to stop big business from
forming trusts?

CRITICAL THINKING
AND WRITING

5. Making Comparisons Andrew

L ] Take It to the NET

Biography To learn more about

Carnegie and John D. Rockefeller Andrew Carnegie or John D.
were both giant industrialists. Com- Rockefeller, visit the links pro-
pare and contrast the ways they vided in the America: Pathways
entered into, controlled, and domi- to the Present area of the

following Web site.
www.phschool.com

nated their respective industries.

Lo

Writing to Persuade Create an out-
line for a persuasive essay in which
you explain why you view the
nation’s early industrialists as
either “robber barons” or “captains
of industry.”
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Section

What were the key goals of Progressives? Progressive Era Copy the chart below. As you read, fill in
How did the ideas of progressive writers muckraker factors relating to the Progressive Era.
help to inspire new reform movements? injunction

The Progressive Era

What reform organizations and what
women reformers took up Progressive

causes? Roots of Reform Goals/Beliefs Key Writers KeyGLeaders/
roups

Why did Progressive reforms meet with
resistance?

At the end of the 1800s, problems resulting from rapid

industrialization, immigration, and urban growth spurred
the creation of many reform movements during what is

known as the Progressive Era.

Setting the Scene 1n 1906, Upton Sinclair turned the nation’s stom-
achs. That year, the writer and journalist published The Jungle, a novel based on

) his investigations of the turn-of-the-century meatpacking industry. Besides
Workers at a Chicago stockyard
package boiled hams on dingy
tables. Sinclair and others pressed
for tough sanitary standards in
meatpacking plants.

depicting the violent accidents, horrible illnesses, and painful deaths that came
‘ to packinghouse workers themselves, Sinclair sickened the public with descrip-

tions of how meat—and what was called meat
their dinner tables.

was processed on the way to

The main character in The Jungle is a naive,
hard-working new immigrant from Lithuania
who gratefully takes a job at a meatpacking
house. Gradually, Sinclair’s readers learn, as the
worker does, the ugly secrets of what goes on
inside the plant.

¢ It seemed they must have agencies all
over the country, to hunt out old and
crippled and diseased cattle to be
canned. There were cattle which had
been fed on ‘whisky-malt,’ the refuse
[garbage] of the breweries, and had be-
come what the men called ‘steerly’—
which means covered with boils. . . . It
was stuff such as this that made the
‘embalmed beef’ that had killed several
times as many United States soldiers
as all the bullets of the Spaniards [in

the Spanish-American War].
—Upton Sinclair, The Jungle, 1906
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In your own words, summarize
the main beliefs of
Progressives.

INTERPRETING POLITICAL
CARTOONS Theodore Roosevelt
himself was willing to wield the
muckrake to attack social prob-
lems. Here, he tries to clean up
the meatpacking industry.
Determining Relevance (a) What
does the rake represent, and how
would the President use it to solve
the problem? (b) What is the signif-
icance of the U.S. Capitol in the
background?

A DISGUSTING JOB BUT IT MUST BE DONE.

Igniting Reform: Writers and Their New Ideas

From the 1880s into the new century, lively debates emerged about how to
reform society. The ideas of journalists and other writers had enormous influ-
ence on public opinion.

Two Early Reformers In 1879, reformer Henry George wrote Progress and
Poverty, an effort to explain why poverty continued to plague such an advanced
civilization. George, a journalist and self-taught economist, concluded that
poverty arose because some people bought and held on to land until its price
went up. This practice, known as speculation, prevented others from using the
land productively.

To solve this problem, George proposed that the government charge
landowners a single tax on the value of the land itself. In the past, landowners
had been taxed on improvements to the land, such as houses and cultivation. A
single tax would make speculation in land less attractive by increasing the cost
of holding land without using it. George’s ideas had a powerful effect. “Single
tax” clubs sprang up everywhere.

In 1888, newspaper editor Edward Bellamy published Looking Backward.
In this novel, a Boston man undergoes hypnosis in 1887 and wakes up in the
year 2000. Upon waking, the man finds the United States transformed. In place
of harsh working conditions, poverty, and political corruption, he finds a
utopian country where the government has taken over the largest companies.
The government has also reorganized the companies with the goal of meeting
human needs rather than making profits. Bellamy wrote:

€€ In a word, the people of the United States concluded to assume the
conduct of their own business, just as . . . years before they had

assumed the conduct of their own government.??
—Edward Bellamy, Looking Backward, 1888

Bellamy’s novel was a phenomenal bestseller. In response, more than 150
“Nationalist” clubs formed to promote his ideas. Bellamy’s views also influ-
enced the Populist Party platform in 1892.

Many reformers at the turn of the century worked to bring about change in
a systematic manner. Relying heavily on scientific data and expert testimony, they
first investigated issues of concern, such as conditions in
slums and sweatshops. They then publicized the results
of their investigations, so that the public would pressure
legislators to pass and enforce new laws. Women’s clubs
and charitable groups provided leadership in pressuring
officials to implement reforms.

The Muckrakers Journalists such as Upton Sinclair
played a key role in alerting the public to wrongdoing
in politics and business. Theodore Roosevelt called such
writers muckrakers. A muckrake is a rake or pitchfork
used to clean manure and hay out of stables. Roosevelt
took the term muckraker from John Bunyan’s 1678
book Pilgrim’s Progress, in which one of the characters
was too busy raking filth on Earth to lift his eyes to
heaven.

While Roosevelt approved of the legitimate exposure
of wrongdoing, he condemned those who “carn their
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| VIEWING HISTORY New York
City garment workers march on a
picket line, holding protest signs in
several languages including Eng-
lish, Yiddish, and Russian (left);
the National Women’s Trade Union
League (below) was founded in
1903 after the American Federa-
tion of Labor (AFL) continued to
ban women from its ranks.
Recognizing Bias What barriers to
fair treatment might both of these
groups, male and female, have
encountered on the job? Explain.

livelihood by telling . . . scandalous falschoods about honest men.”
Yet when Roosevelt read Upton Sinclair’s The Jungle, he wrote the
young novelist that “the specific evils you point out shall, if their
existence be proved, and if I have power, be eradicated.”

Despite the exaggerations of some authors, the muckrakers
included many respected writers who identified and exposed serious
abuses. Journalist Lincoln Steffens uncovered political corruption in St. Louis |
and other cities. In the 1904 book The History of the Standard Oil Company,
Ida Tarbell, an investigative journalist, editor, teacher, and lecturer, revealed the
abuses committed by the Standard Oil Trust.

Progressive Reform Organizations

Americans read the muckrakers’ novels and newspaper accounts with enthusi-
asm. Whether angered or sickened by what they read, many Americans were
inspired to take action by joining reform groups.

The Labor Movement The union movement grew in the 1890s, but only ECK

slowly. Employers discouraged union membership, preferring to deal with indi- What factors prompted
Americans to join reform

vidual workers. If unions succeeded in forming, business leaders could often LAl
organizations?

count on courts to issue injunctions, court orders that prohibit a certain activ-
ity. Courts often issued injunctions preventing workers from going on strike.
Unions, however, continued to fight for better working conditions through
collective rather than individual bargaining.

Socialists The Progressive Era saw a rise in the popularity of socialism, an
economic and political philosophy favoring public or government control of
property and income. Many American Socialists of this era wanted to end the
capitalist system, distribute wealth more equally, and have government owner-
ship of American industries. Writers Edward Bellamy and Upton Sinclair,
among others, promoted Socialist ideas. Bellamy’s Looking Backward, in
particular, appealed to a wide spectrum of Americans, from military men to
progressive women. Socialism also attracted some union members who hoped
for fundamental change in the way the economy was organized.

Most Socialists hoped to accomplish their goals through the ballot box, not
through revolution. In 1901 they formed the Socialist Party of America. By
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1912 the party had won more than 1,000 city
government offices.

Unlike the Socialists and some more radical
reformers, most Progressives did not support
sweeping economic and political changes. They
did not want to lose the high standard of living
and personal liberties that democracy and a free
enterprise system had given them. Instead, Pro-
gressives wanted to free the existing government
of corruption and refocus its energies toward
guarding the welfare of workers and the poor.

Women’s Groups Rising to new levels of civic
activism, women played a pivotal role in the
reform movements of the Progressive Era. Influen-
tial women’s organizations formed around nearly
every major reform issue.

One leading women’s group was the National
Consumers’ League (NCL), organized in 1899 to
unite local consumers’ leagues. Through these
VIEWING HISTORY The groups, women investigated the conditions under which goods were made and

International Ladies: Garment sold. Leagues insisted that factories obey state factory inspection laws and pay a
Workers Union was formed in | -
| minimum wage.

1900. Activists such as those

shown above fought hard to organ- | Votes for women were central to achieving these goals. As social worker Jane
ize the garment industry. Recogniz- Addams explained, modern city life had become so complex that women needed
ing Cause and Effect Why do you to become politically involved to ensure the survival of their families.

think women activists targeted the
garment industry, in particular, for

Cotorms? €6 Women who live in the country sweep their own dooryards and may

either feed the refuse [scraps] of the table to a flock of chickens or al-
low it innocently to decay in the open air and sunshine. In a crowded
city quarter, however, if the street is not cleaned by the city authorities
no amount of private sweeping will keep the tenement free from grime;
if the garbage is not properly collected and destroyed a tenement house
mother may see her children sicken and die of diseases.??

—Jane Addams, Ladies’ Home Journal article, 1910

Because government services were so essential to their families’ health,
women believed they needed the right to vote in order to influence government
actions. Women activists did not all agree on methods for reforming society.
'HECK Many focused on the liquor interests, others on conditions in the workplace. Yet
What types of groups became others concerned themselves with issues of commercialized vice. Whatever their

|n¥olved7|n Progressive focus, all knew that they were powerless without political rights.
retrorms’

Two Women Reformers

Because so many urban women and children worked in factories, women’s
organizations took a special interest in workplace reforms. Among the numerous
women who rose to national prominence in labor movements were Florence
Kelley and Mary Harris “Mother” Jones.

Florence Kelley A leader in the work for labor reform, Florence Kelley joined
Jane Addams’s Hull House in Chicago in 1891. When federal officials asked
| Addams to investigate local labor conditions, she recommended Kelley for the
| job. Largely through Kelley’s efforts, in 1893 Illinois passed a law
prohibiting child labor, limiting working hours for women, and regulating
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