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Contents by Era

Many topics do not fit easily into the categories that we
have created for them. Companies are placed in the era
in which they were founded. Industries and people are
placed in the era when they first flourished. Geo-
graphic terms have been placed in eras only when it
seemed logical to do so. No attempt has been made to
list historical economic terms. The reader is advised to
use the index for terms that cannot be found in this
table of contents.

SETTLEMENT AND
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DEVELOPMENT: THE
COLONIESTO1763 ................... v2,909
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Virginia, 1619 ........................ vl, 8
AmericanPlants ........................ vl, 34
Anasazilndians . . ....................... vl, 46
AZEEC . vl, 69
BackCountry ......... .. .. ... .. ... ... vl, 71
Beringia ......... .. .. .. .. .. vl, 88
Choctaw ... vl, 164
ClovisPoint ............... ... ... ..... vl, 183
Colonies, Corporate . ................... vl, 189
Colonies, Distribution of

Wealthin (Issue) .................... vl, 190
Colonies, Proprietary ................... vl, 191
Columbian Exchange ................... vl, 196
Corn ... vl, 216
Eastern Woodlands Indians . . ............. vl, 270
Encomienda .......................... vl, 285
Far WesternIndians .................... vl, 306
Frenchand IndianWar .................. vl, 346
Great Migration (1630-1642) . ............ vl, 398
Great SerpentMound . .................. vl, 402
Horses . ... vl, 447
Inca ...... ... . . . vl, 470
Indentured Servants .................... vl, 472
Indigo ...... ... . i vl, 477
Iroquois........ ... i v1, 499
L’Anseaux Meadows ................... v2,553
LumberIndustry ....................... v2,591
Maya . ...t v2,611
Mercantilism (Issue) . ................... v2, 620
MesaVerde . ........ ... . ... .. ..... v2, 625
Mesoamerica. .........ccoviiiii... v2, 626
Mestizo . ... v2, 626

Middle Passage ........................ v2, 635
Molasses Actof 1733 ... ... . ........ v2, 651
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Preface

The Gale Encyclopedia of U.S. Economic History
offers to students comprehensive coverage of Ameri-
can economic history from the Paleolithic Age to the
present with an emphasis on the nineteenth and twenti-
eth centuries. The topics selected for inclusion by our
board of advisors have been chosen to support most
textbooks on American history, and this work should
be a useful tool for juniors and seniors in high school
and first- and second-year college students who are
beginning an investigation of the subject. The student
will find articles on the Aztec, Maya, and Inca, because
many texts begin with a chapter on the early history of
our southern neighbors. The history of Native Ameri-
cans has also been included, so articles can be found on
Mound Builders, Plains Indians, Five Civilized Tribes,
the Trail of Tears and many other topics. Successful
women and minority leaders are also to be found.
There is, of course, a wealth of material on the rise of
the United States as an industrial power. Brilliant
inventors, labor unionizers, robber barons, reformers,
political leaders, and manufacturers of products as
disparate as Colt revolvers and modern computer soft-
ware can all be found on these pages.

The articles in this book have been selected by a
distinguished board of nine advisors that represents
both university and high school teachers and librarians.
Itincludes people from different regions of the country
and varied ethnic backgrounds. Five of them have
doctorates in American History or a related area.
Professor Charles K. Hyde, a specialist in U.S. Eco-
nomic History from Wayne State University, not only
helped in the selection of topics, but also read and
commented on every article in the book. The ency-
clopedia is immeasurabily stronger because of his
contribution.

Professor Hyde divided American history into ten
eras. We have had a research scholar write an overview
essay for each of these eras, and we expect that these
overviews will help the beginning student place the
whirl of facts presented in this book into its proper

context. These eras will also provide the basis of
organization for our table of contents and our chronology.

The book includes 1,003 articles; about half are
economic terms and historical and geographic defini-
tions. These articles are somewhat shorter than the
others, and they include no bibliography. They will
give rather concise explanations of such terms as
Prairie, Cumberland Gap, Santa Fe Trail, or Knights of
Labor. About 200 of these terms are economic in
character, defining such concepts as Laissez Faire,
Aggregate Demand, and Pay Equity. It is hoped that
their addition will make this book useful to the student
of economics as well as the student of history.

The remaining half of the book consists of over-
views, issues, biographies, state economic histories,
historical events, and company and industry histories.
Each of these entries have a ‘‘Further Reading’” sec-
tion that will direct the student toward other works on
the subject and may serve as the basis for writing
research papers. The *‘Further Reading’’ will average
about five citations, ranging from on-line encyclopedia
articles to scholarly monographs. The Issues essays, a
special feature of this book, contain discussions of
topics that are currently a subject of public debate, like
the flat tax, or have been so in the past, like slavery.
Matters of current scholarly dispute, such as whether
the Spanish or the English treated Native Americans
better, are also included among the Issues.

The book is organized in word-by-word alphabeti-
cal order. Most articles can be found under the full
name of the entity and not the acronym. For example,
IBM will be found under ‘‘International Business
Machines’ and not ““IBM.”” The exceptions to this
rule are few. In some cases the acronym has become
the company name, like the AT&T Corporation or
RCA Victor. The OPEC Oil Embargo is our only
instance of an event that contains an acronym, and it
has been allowed to stand. A student who knows only
the acronym should check the index to find the full
name of the institution.
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Introduction

Beginning students of American economic history
and their teachers will find this encyclopedia to be a
valuable source of information on the complex mosaic
of people, businesses, industries, single events, and
longer-lived movements and trends that together com-
prise the economic and social history of the United
States. In teaching U.S. economic history over the past
quarter-century, I have concluded that students strug-
gle with the subject matter more than with other
varieties of history. What makes the field difficult is
the requirement that students learn basic economic
concepts and at the same time come to grips with long-
term, complex historical developments and trends.
Students must also familiarize themselves with a long
list of individuals and institutions, which were impor-
tant forces in American economic and social history.
In bringing all of this information together into a single
reference work for the first time, this encyclopedia will
be a valuable helpmate to students and teachers alike.

This encyclopedia has a variety of distinctive
types of entries which is its real strength as a reference
tool. The Era Overviews provide an overall chrono-
logical and thematic framework for more than four
hundred years of American economic history. They
help readers identify the major long-term economic
changes within each era, providing a ‘‘big picture’
focus. A second type of entry, Issues in Economic
History, also emphasize long-term influences and policy
issues, such as the role of immigrants in the national
economy or the use of child labor. These entries remind
the reader that issues or problems in economic history
can extend beyond the boundaries of narrow chrono-
logical periods.

Students interested in the economic history of a
particular colony or state will find the Geographical
Profiles of great value. There is often a natural interest
in the economic history of one’s own state or even a
requirement that students learn their state’s history.

Textbooks sometimes discuss the economic develop-
ment of individual colonies during the eighteenth cen-
tury, but seldom carry that history into the nineteenth
or twentieth centuries.

The more specific developments in U.S. economic
history are analyzed using several complementary ap-
proaches. Entries that focus on Key Events and
Movements take a broad approach to the causes and
effects of major developments, while the Biographies
emphasize the importance of the human actors in
economic history. The Historic Business and Indus-
try Profiles focus on the importance of profit-seeking
firms or corporations and some of the key industries in
the shaping of the economy over time.

Finally, the inclusion of Economic Concepts and
Terms greatly aids the student who has little or no
background in basic economics. American economic
history textbooks for colleges and high schools typical-
ly assume that the student has completed at least one
economics course and therefore is familiar with basic
economic concepts. These textbooks rarely include a
glossary.

The multiple approaches to U.S. economic history
employed in this encyclopedia are its greatest strength.
By including company and industry histories, biogra-
phies, key events and movements, critical issues in
economic and social history, state economic histories,
and the major eras in American economic develop-
ment, these volumes enable the student to try various
intellectual strategies in considering almost any topic.
This encyclopedia will not only allow students to better
understand materials presented in class and in read-
ings, but will also serve as a basic resource and guide to
further research.

Charles K. Hyde
Professor of History
Wayne State University
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Chronology

SETTLEMENT AND ECONOMIC
DEVELOPMENT: THECOLONIES
TO 1763

50,000-6000 B.c.: During the last Ice Age, a migration
of hunting and gathering peoples from Siberia cross
over the ‘‘land bridge’’ (called Beringia) to North
America. This land bridge is the result of the lower
water levels caused by the large amount of water
taken up in the glaciers. This migration of Paleo-
Indians (ancient Indian people) disperses throughout
the Western Hemisphere and develops different food
cultures.

15,000-8000 B.c.: Among the Paleo-Indian people
living in what later comes to be North America some
develop a characteristic stone spear point called the
clovis point. It is used for hunting large animals.

400 B.c.—-A.D. 1700: Mound Builders occupy portions
of eastern and central North America. They grow out
of an older culture known to archaeologists as
Mississippian. The early Mississippian built centers
of a large trade network. The Mound Builders,
without the aid of horses or mules, transport hundreds
of tons of dirt to build burial mounds shaped like
flat-topped pyramids. Some of these mounds are
shaped like animals, such as the Great Serpent
Mound of Adena, constructed in about a.p. 1000,
near what becomes Cincinnati, Ohio. The Hopewell
are also mound builders; they live in the area later
known as eastern Ohio. The Cahokia mounds near
what becomes St. Louis, Missouri, house a city of
40,000 people. Their peak development is around
AD. 1200.

800 B.c.: The Maya civilization in the southeast Yucatan
peninsula of the land that becomes Mexico reaches
its height.

1000: The Norse establish a settlement at L’ Anse aux
Meadows in Newfoundland.

1325: The Aztec build the city of Tenochtitldn, a site
on what later becomes Mexico City.

1492: On his first exploratory voyage west across the
Atlantic Ocean, Christopher Columbus encounters
islands in the Caribbean Sea, mistakes them for the
east Indies, and claims them for Spain.

1494: Spain and Portugal divide the New World
between them in the Treaty of Tordesillas.

1497: John Cabot explores the coast of North America,
up to the Delaware River.

1513: Vasco Nunez de Balboa crosses the isthmus of
Panama and discovers the Pacific Ocean.

1513: Juan Ponce de Ledn explores the coast of what
comes to be the state of Florida.

ca.1500-4ate 1800s: Pandemics of European diseases
for which the native populations of the Western
Hemisphere have no immunity—smallpox, influenza,
typhus, measles, etc.—run rampant through the Native
American populations, killing as many as 95 percent
of the people and reappearing periodically.

1518-1519: Spanish conquistador Hernando Cortés
invades Mexico, enters Tenochtitlan with an army,
and takes Aztec emperor Montezuma II prisoner.

1530s: Bartolomé de Las Casas, a Spanish priest and
bishop in southern Mexico, criticizes the Spanish
regime of exploitation, land theft, and murder of
Native Americans.

1531-1533: Spanish conquistador Francisco Pizarro
subjugates the Inca civilization of Peru in the quest
for gold.

1535: French explorer Jacques Cartier discovers the
St. Lawrence River while looking for a northwest
passage to Asia.

1539-1540: Spanish conquistador Hernando de Soto
explores the southeastern region of what would
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become the United States and discovers the
Mississippi River.

1540-1541: Spanish conquistador Francisco Vasquez
de Coronado, at the head of a large expeditionary
force, explores the southwestern region of what
becomes the United States.

1542: Spain reforms its encomienda system. The
Spanish conquistadores are no longer allowed to
enslave Indian people in the New World, but they
may still receive tribute in money and crops from the
Indian population.

1550s-1560s: The English attempt to subdue Ireland
through a brutal occupation and expropriation of
Irish land. The English colonizers are led by a
handful of adventurers—Sir Humphrey Gilbert, Sir
Walter Raleigh, and Sir Richard Grenville—who
believe the Irish to be savages. Their genocidal
conduct of the war in Ireland shapes their attitudes
towards the indigenous people that they meet in the
New World.

1565: St. Augustine, Florida, is founded by the Spanish
explorer Pedro Menéndez de Avilés.

1585-1603: A privateering war takes place between
England and Spain.

1587: England establishes the lost colony of Roanoke
off the Chesapeake coast. The expedition, composed
of families, vanishes, leaving behind the cryptic
inscription ‘“CROATOAN"’ (the name of a nearby
island) carved on a piece of wood.

1588: England—with the help of a big storm—defeats
the great Spanish Armada.

1607: One hundred and four men and boys form
an English settlement at Jamestown, Virginia;
approximately one-half of the inhabitants die before
the end of the year. Jamestown becomes the second
oldest town in North America, after St. Augustine,
and the first permanent British settlement.

1608: The French succeed in establishing a permanent
settlement in Quebec.

1609: Henry Hudson explores the Hudson River.

1610: The Spanish establish Santa Fe in the northern
Mexico territory.

1612: Jamestown planter John Rolf begins
experimenting with growing tobacco. Tobacco
cultivation is soon thriving in Virginia.

1610-1680: During these years, most of the labor
needs in the tobacco-growing Chesapeake are filled
by indentured servants (who work for a landowner
for a set period of time, usually seven years, after
which they are free to settle anywhere they can find
land to buy).

1616-1618: The ‘‘head-right’’ system, by which 50
acres are awarded to any person who pays for and
sponsors transportation of a new worker to the
Virginia plantations, is introduced to encourage
immigration to Virginia.

1619: Carried aboard a Dutch vessel, approximately
two dozen African people are transported to Virginia,
possibly employed as indentured servants; other
early African settlers on the English mainland colonies
are most probably enslaved.

1619: The Virginia House of Burgesses (the colonial
legislature) meets for the first time.

1620: Anchored on the Mayflower off of what becomes
Cape Cod, Massachusetts, William Bradford and 41
Separatist Puritan heads of households sign the
Mayflower Compact, establishing a community with
the authority to make laws as necessary.

1621: The Puritans celebrate their first Thanksgiving
at Plymouth.

1622: A Powhatan Indian confederation under the
leadership of Opechancanough attacks English
settlements along the James River in Virginia, killing
about one quarter of the English colonists. The
attack is prompted by the expansion of English
settlement. It is the first large Indian attack against
English settlers.

1624: The Dutch found the colony of New Amsterdam,
which is later renamed New York.

1630: John Winthrop and the Massachusetts Bay
Company, composed of English Puritans, sail to
Massachusetts Bay and establish a colony.

1634: James I grants the Calvert family a proprietary
charter for Maryland. The Calverts, who are Catholic,
establish freedom of religion in the colony.

1635: Roger Williams escapes deportation to England
for championing the rights of the Native Americans.
Williams takes the public position that the English
king has no right to grant land to Englishmen when
the land already belongs to the Indians. Williams is
expelled from Massachusetts. He founds Rhode
Island and its first town, Providence, and drafts its

xxvi
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first constitution, which declares the separation of
church and state and the freedom of religious
expression.

1636: The colony of Connecticut is founded.

1630-1640: There is a ‘‘great migration’” of English
peasants to the New World. These peasants are
frequently the wandering refugees of the enclosure
movement of the sixteenth and seventeenth centuries,
when the peasants’ leases to English farmland are
terminated and the land is enclosed by hedges and
turned over to sheep pasturage. Rather than starve,
the peasants often become outlaws or ‘‘sturdy
beggars,”’ given to larceny, robbery, and poaching
on the local lords’ land. Parliament passes harsh
laws and the peasants, when caught in some
misbehavior, are sometimes given the option of
being hanged or being transported to Virginia as
indentured servants.

1636: Harvard College is founded in Massachusetts.

1636-1637: Pequot Indians attack the new settlement
of Wethersfield and kill a handful of English settlers.
A detachment of Massachusetts citizens and their
Narragansett Indian allies attack a Pequot town on
the Mystic River, killing upwards of 400 Pequots,
mostly women and children.

1638: Anne Huchinson is banished from Massachusetts
for professing an inner awareness of God and of the
certainty of salvation.

1642-1648: The English Civil War, fought ostensibly
as a struggle of different religious groupings
(Catholics, Anglicans, and various strains of Puritans)
to dominate the English government, also reflects a
social revolution going on in England in which a
non-titled gentry and merchant class demand a greater
say in the running of government.

1644: Indians again attack English settlements in
Virginia. This marks the second great Indian attack
against settlers in the region.

1649: As the concluding act of the English Civil War,
Catholic King Charles II is beheaded and Oliver
Cromwell, the military leader of the Puritans, becomes
the ‘‘Protector’’ of the nation and rules England
until his death in 1658.

1651, 1660: The English Parliament passes the first of
the Navigation Acts, which stipulate that the trade
between New England and England has to be shipped
on English or colonial ships. Granting this monopoly

Chronology

to colonial merchant ships, the Parliament went on
to rule that certain exports from the colonies could
only be traded with England, not with other European
nations. The other main Navigation Acts are passed
in 1663 and 1676. They refine the rules of trade
between the mainland colonies, England, Europe,
the West Indies, and Africa.

1652-1654: A trade war between the English and the
Dutch begins.

1660: Charles II (and the House of Stuart) is restored
to the English throne after the conclusion of the
English Civil War and Cromwell’s Protectorate.

1662: The Puritan notion of town government includes
a religious dimension of active participation in the
church. The ‘‘selectmen’’—those who take care
of the town government between elections—are
generally strong church members. But the Puritan
notion of the church is that it is a community
of “‘saints’’ who have already experienced God’s
grace and are assured of salvation. As the towns’
populations grow, there is a diminishing proportion
of the population who can say that they have had
this religious experience. Especially among the
younger people, Puritans seem to be more interested
in working on their farms and in raising their families
than in church life. This leads to a change in the
Puritan doctrine about the church. Solomon Stoddard,
a theologian and pastor in Northampton,
Massachusetts, proposes the ‘‘Halfway Covenant’’
in 1662. It holds that a person’s profession of faith,
rather than his or her experience of God’s grace, is
sufficient to become a member of the church and
that their offspring can be baptized.

1663: The Carolina colony is chartered. Most of its
white settlers are the so-called adventurers from
Barbados and other West Indies islands whose slave
economies rest mainly on sugar cane production and
refining.

1664: The Dutch colony of New Netherlands is seized
by an English fleet and renamed New York.

1670s: Indentured servitude is on the decline; slavery
rises in the Chesapeake and in the South.

1675-1676: King Philip’s War (or Metacomet’s War)
begins in outlying parts of Massachusetts as the
Wampanoag Indian tribe reacts to English
encroachment on their land. The two-year conflict
results in great loss of life and destruction for both
sides. Twelve New England towns are leveled, and
for every 10 white men of fighting age, one loses his
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life or is captured. The Indians, however, are overrun
within a few months and their power is broken.

1676: Bacon’s Rebellion pits Virginia’s small frontier
farmers against Governor William Berkeley. At
issue is the attempt of Governor Berkeley and the
English administration to restrain the incursions of
the frontier farmers into Indian land. The short-lived
rebellion reveals the tensions between the land-
hungry small farmers, many of whom were former
indentured servants, and the well-to-do tidewater
colonial elite and British administration.

1680: The Pueblo revolt against the Spanish presence
in northern Mexico.

1681: Charles II grants William Penn a proprietary
charter in the land between Maryland and New
York. Penn establishes his Frame of Government,
which allows for the creation of an assembly, council,
and governor’s office in Pennsylvania.

1686: As part of the War of the Spanish Succession
(1702-1713), known as Queen Anne’s War in
America, James Moore, the English governor of
South Carolina, attacks Saint Augustine, Florida,
burning outposts and missions in Apalachee, or
northern Florida.

1688: During the bloodless Glorious Revolution the
English Parliament deposes Stuart King James II
and installs Mary (James’ Protestant daughter) and
her husband William (of the Dutch House of Orange)
as limited monarchs, subordinate to Parliament.

1689: John Locke publishes Concerning Toleration, a
key issue in the English Civil War.

1690s: South Carolina develops a strong economy in
rice production.

1691: John Locke publishes Two Treatises of Civil
Government, in which he argues that men establish
governments and thus they can change or abolish
governments. He says that both in a state of nature
and in a civil society man has the absolute right
to protect his life, liberty, and property. The
revolutionary implication in this is that if the political
system threatens life, liberty, or property, man has
the right to overthrow it.

1692: Witchcraft trials take place in the town of
Salem, Massachusetts. Nineteen people, mostly older
women, are thought to be witches and are executed.

1696: A 15-member Board of Trade and Plantations,
answerable to the king’s ministers, is established in

England to oversee commercial (trade and fishing)
and political (powers of appointment and legislative
review) matters in the American colonies.

1699: The French found Mobile, New Orleans, and
Pensacola settlements on the Gulf coast.

1701: Sieur de Cadillac, a French explorer, founds
Detroit on a strategically valuable narrow section of
the sailing route through the Great Lakes.

1704: The first regular newspaper—7The Boston
Newsletter—makes its appearance in the colonies.

1720: Slave rebellion breaks out in New York City.
Nine whites die and 21 slaves are executed.

1732: The Georgia colony is chartered.

1730s-1740s: In order to forestall the secular and
non-religious direction of culture in the colonies,
theologians and church leaders set out to inject a
new evangelical religious message into the popular
culture. Circuit riding preachers cover the colonies
in nighttime camp meetings and the emotional
preaching spreads like wildfire, especially among
the poor white farmers, sometimes seated in the
same audiences with slaves, who are also powerfully
affected by the message of redemption. Preachers
from England like George Whitfield evangelize on
the grace of God to those who would take their own
salvation seriously. Others, like Jonathan Edwards
of Massachusetts hold forth on the depravity of
sinners and the horrors of hell. The movement is
called the Great Awakening, and it becomes an
important aspect of early American life which links
the colonies together in a shared culture.

1739: The Stono slave rebellion breaks out, the first
major slave uprising in the southern mainland English
colonies. The rebellion kills 25 whites. Over 30
slaves are executed.

1740s: South Carolina begins to cultivate indigo.

1754-1763: The French and Indian War is fought
between Great Britain, its colonies and European
and Indian allies, versus France and its Indian and
European allies.

1754: The Albany Plan, formulated by Benjamin
Franklin, is rejected. It would have joined the colonies
in a defense against the French and would have
established an inter-colonial council to handle
relations with the Native Americans..

1759: During the war with France the British capture
Quebec.
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1760: The French army surrenders to the British in
Montreal.

1763: The Treaty of Paris is signed, concluding the
French and Indian War; Britain is given Canada and
all French territory east of the Mississippi River and
Florida.

THE AGE OF REVOLUTION,
17631790

1763: England issues the Proclamation of 1763. This
document prohibits English colonists from settling
on the western side of the Appalachian watershed. It
is meant to prevent unnecessary friction between the
colonists and the Indian tribes. It also makes it easier
to tax the colonists. The declaration itself, however,
is frequently violated and a robust farming culture
springs up in the Ohio valley.

1765: To defray the cost of the French and Indian War
in North America, the British impose the Stamp Act
on the American colonies as a means of raising tax
revenue.

1765: Protests and riots break out in response to the
Stamp Act.

1766: Parliament repeals the Stamp Act.

1767-1781: ‘‘Regulator Movements’’ in South
Carolina and North Carolina protest the lack of
representation of poorer, back country farmers in the
colonial assemblies, which are dominated by the
established, well-to-do plantation owners of the
tidewater coastal plains.

1767: The Townshend Acts are passed in Parliament.
They establish new import taxes on trade goods like
paper, glass, and tea. Unlike previous import taxes
on the colonies, the Townshend Acts are levied
against items shipped from England, rather than
from the European mainland. The money that they
raised was to be used to pay the salaries of the royal
officials stationed in the colonies.

1770: The Boston Massacre occurs, in which British
troops fire on a Boston mob that is pelting them with
icy snowballs in retaliation for the British troops’
practice of supplementing their meager wages by
““moonlighting’’ after-hours on laborer jobs, thus
taking employment away from American workers.

1773: Members of the protest group the Sons of
Liberty, dressed as Indians, sneak aboard a British

Chronology

merchant ship lying at anchor and dump its cargo of
90,000 pounds of tea into Boston Harbor.

1773: The Committees of Correspondence publicize
the grievances of the colonial population and discuss
the options open to the colonists.

1774: The Coercive (or Intolerable) Acts pass in
England and close Boston Harbor, attacking
Massachusetts’ right to self-rule and subjecting the
populace to the indignities of the Quartering Act,
which gives the military authorities the right to
require colonial subjects to house their troops and
horses. Instead of abandoning Massachusetts to fend
for itself, the rest of the colonies send delegates to
the First Continental Congress in Philadelphia to
debate the means of resistance open to them. They
also draft a Declaration of Rights and Grievances
which combines a feigned submission to England’s
authority with a clear determination to obey only
those acts of Parliament that they judge to be “‘in the
mutual interest of both countries,”” an unforgivable
act of insolence in British eyes.

April 1775: The British decide to raid a site where
the colonial rebels were said to have stored weapons.
They march from Boston to Lexington and Concord,
Massachusetts, initially dispersing the rag-tag
American defenders, but they are unable to defend
themselves against the sniping that wears on
throughout the day.

May 1775: The Second Continental Congress meets
and calls for the creation of an army to resist the
British.

1775-1781: A war of national self-determination breaks
out between the British and the Americans. The war
is marked by the British attempt to corner the
Americans and fight large battles to determine the
outcome of the war. Instead, under the command of
British-trained General George Washington, the
Americans fight a war of mobility and harassment,
with few large battles. Canada elects to remain loyal
to the British crown.

1776: Thomas Paine publishes Common Sense, an
immensely successful propaganda tract urging
separation from England.

1776: Thomas Jefferson drafts the Declaration of
Independence for the Second Continental Congress.

1776-4777: The first state constitutions emphasize
the distrust of the Americans for a system of strong
central government, which they had experienced
under British rule. For instance, the authors of the
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Pennsylvania state constitution refuse to create the
office of governor.

1777: The Continental Congress drafts the Articles of
Confederation, which accords little authority to the
central government and vests most governing power
(including the right to tax) in the states.

October 1777: In the Battle of Saratoga, New England
militiamen surround the British army under General
Burgoyne and force its surrender. This convinces
the French that the Americans might actually win
the war. Their long-term enmity with the British
leads them to render important aid to the Americans,
both in military provisions and in the use of the
French fleet and the participation of French volunteers
like General LaFayette.

1780: Pennsylvania becomes the first state to abolish
slavery.

September 1781: General George Washington
maneuvers the British, under the leadership of General
Cornwallis, into a trap. Supported by French soldiers
and by the French fleet at Yorktown, Cornwallis is
forced to surrender his army of 7,000 soldiers and
the British Parliament sues for peace.

1781: The Articles of Confederation are ratified.

1783: Under the Treaty of Paris the British recognize
American independence.

1784, 1785, 1787: The Northwest Ordinances devise
asystematic way to divide up and sell the land and to
bring new states into the nation out of the Old
Northwest territory east of the Mississippi River and
north of the Ohio River, which Britain gave up in the
Treaty of Paris.

1786: Thomas Jefferson authors the Virginia Statute
for Religious Freedom, establishing ‘‘freedom of
conscience’’ as the basis of the protection of all
religious beliefs.

1786: Shays’ Rebellion grows out of a post-war
economic depression, caused in part by war-time
inflation and England’s dumping of manufactured
goods on the American market once the war was
over. This hurts the infant manufacturing industry.
In addition, the shaky financial markets and the
collapsing monetary system lead the state and local
governments to raise taxes. Small farmers—many
of them veterans of the Revolutionary War—begin
losing their farms for non-payment of loans and
taxes. In western Massachusetts they raise a rebellion,
which the weak central government of the Articles

of Confederation finds itself almost unable to
put down.

1787: The new nation’s political elite meet in
Philadelphia, Pennsylvania, in February 1787, to
write a Constitution devising a stronger national
government. The resulting document operates on
the principle of ‘‘checks and balances’” between the
branches of government and between the state and
national governments.

1787-1788: Debate rages over whether the Constitution
should be ratified. Anti-Federalists fear that the
Constitution gives too much power to the central
government and threatens democracy. Some Anti-
Federalists call for a bill of rights guaranteeing
specific individual liberties. James Madison, widely
regarded as the ‘‘architect of the Constitution,”
collaborates with Alexander Hamilton and John Jay
in a series of articles collectively known as the
Federalist Papers. These argue that the country is
large enough that no single faction will be able to
lord over the others, and that the variety and vitality
of the economy require a strong central government
to assure the stability of a representative democracy.
Madison drafts the Bill of Rights, which become
the first ten amendments to the Constitution in
December 1791.

1787: Delaware, Pennsylvania and New Jersey ratify
the Constitution and join the Union.

1788: Georgia, Connecticut, Massachusetts, Maryland,
South Carolina, New Hampshire, Virginia, and New
York join the Union.

1789: North Carolina becomes a state.

1789: The Judiciary Act of 1789 becomes law. The act
defined the basic structure of the federal judicial
system consisting of the Supreme Court, the District
Courts, and the Circuit Courts.

1789: The Constitution is ratified by 11 of 13 states.
George Washington is elected President of the
United States.

1789: The French Revolution begins.

WAR AND COMMERCIAL
INDEPENDENCE, 1790-1815

1790: Secretary of the Treasury Alexander Hamilton’s
proposals for federal funding of the states’
Revolutionary War debt and for creating a national
bank both become law. The proposals encounter
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opposition from Thomas Jefferson and James
Madison, but do help the two to define their
Republican, agrarian, states’ rights politics.

1790: The District of Columbia is created.
1790: Rhode Island joins the Union.
1791: Vermont becomes the fourteenth state.

1791: Alexander Hamilton submits his Report on
Manufactures. This part of his program advocates
aid and protection for U.S. manufactures. The
legislation does not meet with favor in Congress,
although much of it later becomes law.

1792: Kentucky becomes the fifteenth state.
1792: President Washington is reelected.

1793: The Fugitive Slave Act passes through Congress
and is signed into law, making it a crime to harbor a
fugitive slave or to interfere with his or her arrest.

1793: Eli Whitney invents a workable version of the
cotton gin (engine) to remove seeds from cotton.

1793: France enters a more radical phase of the French
Revolution and begins guillotining (beheading) its
internal enemies, including King Louis XVI. It soon
becomes involved in war with England, Holland,
and Spain, who are determined to stamp out the
revolution before it spreads to their soil. France
begins to exert pressure on the United States for
support against England, arguing that France’s support
had been invaluable to the success of the American
Revolution against England and that the United
States was obligated under the Alliance of 1778
to help France. Washington and the Federalist
government grant diplomatic recognition to France
but issue a Neutrality Proclamation declaring the
U.S. intention to remain uncommitted to either side
but to trade with all.

1793: The French send Edmond Gengét to try to convince
the Americans to reciprocate with military aid. Rather
than presenting himself in Philadelphia to President
Washington, Genét lands in Charleston, South
Carolina, and goes about contracting with United
States citizens to engage in a privateer war against
England. Although Thomas Jefferson and the
Republicans favor supporting France and create the
““Democratic-Republican Societies’’ in support of
France, the relations between France and the United
States remain cool.

1794: The Jay Treaty, the Federalist attempt to
normalize relations with Great Britain, is signed.
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The United States wants British troops to vacate its
frontier posts, and it also wants British assaults on
U.S. shipping to cease. The British comply with the
first item and ignore the second. The treaty is
unpopular in the United States, especially among
Jefferson and the Republicans.

1794: The Whiskey Rebellion breaks out in western
Pennsylvania in reaction to the federal government’s
levying a tax on whiskey. President George
Washington and Secretary of the Treasury Alexander
Hamilton lead a federal force of 15,000 soldiers to
disperse the rebels.

1794: At the Battle of Fallen Timbers west of what
later becomes Toledo, Ohio, General Anthony Wayne,
supported by the British (who held a fort in the
vicinity), defeats the formidable Miami Indians.

1795: Pinkney’s Treaty is signed. With this treaty
Spain gives U.S. citizens the right to navigate the
Mississippi River and to use the facilities in New
Orleans to off-load river boats and reload onto
ocean-going ships. The treaty also fixes the northern
boundary of Florida at the 31st parallel and Spain
promises to restrain Indian attacks across the border.

1796: John Adams is elected president.
1796: Tennessee becomes a state.

1796-1797: Relations between the United States and
France deteriorate to the point that the French navy
begins to waylay U.S. merchant ships and imprison
the crews. The French also refuse to receive U.S.
diplomat Charles Cotesworth Pinckney and, when
Cotesworth is joined by John Marshall and Elbridge
Gerry to negotiate these disagreements with the
French government (called the ‘‘Directory’’), they
are solicited for a bribe by three French officials
before negotiations could begin. The Americans
refuse and the issue becomes known as the XYZ
affair, after the acronym given the three French
ministers in areport that U.S. President John Adams
turns over to Congress. In spite of the sympathy to
the French cause on the part of the Republicans as
well as the fact that the relations between the United
States and England are equally tense, U.S. public
outrage against France is widespread. Hostile naval
encounters occur between the French and the United
States navies. This period (1798-1799) is called the
Quasi War with France.

1798: Following the leadership of the Federalist Party,
Congress passes the Naturalization Act, making it
more difficult to become a U.S. citizen. Congress
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also passes the Alien and Sedition Acts, repressing
political opposition.

1798: Jefferson and Madison write the Virginia and
Kentucky Resolutions, successfully arguing for the
limited and delegated nature of the federal
government’s power under the Constitution.

1800: Thomas Jefferson is elected president. It marks
the first time that political power changes hands
from one party to another and is peacefully
accomplished. The Republican Congress repeals the
Alien and Sedition Acts.

1800: President Adams sends another three-man
commission to Paris to negotiate an end to the Quasi
War. The new First Consul of France, Napoleon
Bonaparte, receives the Americans and composes a
new treaty relieving the U.S. of any obligations
dating from the Alliance of 1778 and facilitating
trade between France and the United States.

1801-1815: The Barbary Wars are fought.

1803: England and France become embroiled in the
Napoleonic Wars.

1803: Chief Justice John Marshall rules in Marbury
v. Madison that the Judiciary Act of 1799 is
unconstitutional. This establishes a precedent—the
power of judicial review over legislation. The federal
judiciary, including the Supreme Court, now
successfully asserts the power of ruling a law
unconstitutional. This increases the power of the
judiciary in the system of ‘‘checks and balances’’
between the different branches of government.

1803: Napoleon sells a vast expanse of land to the
United States in the Louisiana Purchase, almost
doubling the size of the nation.

1803: Ohio becomes a state.

1804: By order of President Jefferson, William Clark
and Meriwether Lewis begin a long expedition into
the territory recently acquired in the Louisiana
Purchase. They return two-and-a-half years later
with copious notes and observations of the Great
Plains and the Oregon territory.

1804: Jefferson is elected for a second term as president.

1805: Both England and France begin to stop and
board U.S. merchant ships to check for deserting
members of their own nation’s merchant marine
(called impressment).

1807: Robert Fulton builds the steamboat Clermont.
This changes shipping patterns, as shallow draft,
paddle wheeler steamboats ply the rivers with bulk
loads of staple products, livestock, and people. By
the 1810s steam locomotion is applied to ocean-
going packet ships, a development which quickens
the pace of international commerce and alters
immigration patterns.

1807: The Chesapeake affair, in which a U.S. Navy
ship is fired on, stopped, and boarded by the British
frigate the Leopard, occurs. The British remove a
handful of American sailors, charge them as deserters
of the British Navy and hang one of them. Between
1803 and 1812 over 6,000 American sailors are
similarly subject to impressment.

1807: Faced with the problem of stopping impressment
when the United States did not have sufficient naval
forces to prevent it from happening, Jefferson calls
for a total embargo on all U.S. shipping. This causes
a major unemployment crisis, especially in the New
England ports.

1809: Jefferson introduces the Non-intercourse Act,
which declares the United States is ready to trade
with any nation other than Great Britain and France
and pledges to resume shipping with either England
or France if they stop violating U.S. shipping rights.

1811: William Henry Harrison’s army wins an
important battle at Tippecanoe, in land that later
becomes the state of Indiana. This victory disrupts
the plans of the Shawnee leader called Tecumseh to
form an Indian confederation to resist white incursions
onto Indian land.

1812: Louisiana joins the Union.

1812: Congress declares war on Britain, which is
already preoccupied with a larger war against
Napoleon in Europe. In the War of 1812 neither the
Americans nor the British are able to win a definitive
victory.

1812: The British successfully blockade the Chesapeake
and Delaware Bays. By 1813 the blockade extends
to all the New England ports and the southern ports
on the Gulf of Mexico.

1813: The Boston Manufacturing Company, under
the leadership of Francis Cabot Lowell, installs a
power loom for manufacturing textiles at Waltham,
Massachusetts.

1813: The Americans, led by Commander Oliver
Perry, win a naval victory on Lake Erie, gaining
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control of the Northwest Territory. Tecumseh sides
with the British, captures Detroit, and is killed in the
Battle of the Thames, in Ontario, but the Americans
are unable to break Canada off from the British
Empire.

1814: The British defeat Napoleon and are able to
concentrate their attention on the war with the United
States. In 1814 they raid and burn Washington, D.C.,
but are unable to take Fort McHenry in the Baltimore
harbor.

1815: U.S. forces, under the command of General
Andrew Jackson, win the concluding military
encounter in the Battle of New Orleans.

EARLY REPUBLIC TO CIVIL
WAR: 1815-1860

1816: Indiana becomes the 19th state to enter the Union.

1816: Connecticut abolishes the property qualification
for white male voters.

1817-1818: General Andrew Jackson fights a two-
year campaign against Florida Indians.

1817: Mississippi becomes a new state.

1817: The Rush-Bagot Treaty limits the number of
warships that the United States and Canada can have
on the Great Lakes.

1817: Construction begins on the Erie Canal in
New York.

1818: The National Road reaches Wheeling, Virginia.

1818: The Convention of 1818 establishes a border
between Canada and the United States from the
Lake of the Woods in Minnesota west to the Rocky
Mountains.

1818: [llinois becomes the 2 1st state to join the Union.
1819: The Panic of 1819 occurs.

1819: John Quincy Adams negotiates the Adams-Onis
Treaty, in which Spain cedes Florida to the United
States and the boundary between Spanish and U.S.
land is defined all the way to the Pacific Ocean.

1819: Alabama becomes a state.
1820: Maine becomes a state.

1820: The order of admission to statehood in relation
to balancing the pro- and anti-slavery forces in the
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Republic results in a crisis over the admission of
Missouri as a slave state. Henry Clay devises a
compromise in which Missouri joins the Union as a
slave state; Maine is split off from Massachusetts
and admitted as a free state, and no future slave
states can be admitted north of Missouri’s southern
border.

1821: Missouri joins the Union.

1821: After an 8-year guerilla war of national liberation,
Spain recognizes Mexico’s independence.

1822: Founded in 1816 as a philanthropic precursor
to the Abolitionist Movement, the American
Colonization Society begins resettling freed African
American former slaves to the West African country
of Liberia in 1822 on land purchased from local tribes.

1823: Prompted by Secretary of State John Quincy
Adams, President James Monroe announces the
Monroe Doctrine, forbidding further European
intervention in the emerging nations of the Western
Hemisphere.

1825: The Erie Canal is completed.

1828: The Tariff of Abominations spawns a controversy
between the North and South: Congress passes a
tariff bill which strikes the political leadership of the
South as contributing to high prices for consumer
goods with no provisions to soften the impact on the
agrarian South.

1830: The Baltimore and Ohio Railroad opens for
operation.

1831-1838: The Trail of Tears becomes the name
for a forced migration of the Cherokee Indian Nation
from Georgia to Indian Territory west of the
Mississippi River.

1831: William Lloyd Garrison begins to publish the
Abolitionist newspaper, The Liberator.

1831: Nat Turner’s bloody uprising in the southeastern
part of Virginia kills 57 whites and results in the
death of 200 slaves.

1831: Cyrus McCormick brings out the first mechanical
reaping machine.

1832: Controversy brews between Andrew Jackson
and Nicolas Biddle over the re-chartering of the
Second National Bank.
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1832: The Nullification Crisis pits North against South
in a contest over states’ rights versus national
sovereignty.

1834: Women workers at the Lowell, Massachusetts,
textile mills go on strike.

1834: The British Empire abolishes slavery.

1836-1842: The Seminole Indians are forced to migrate
from Florida to land west of the Mississippi River.

1836: White Americans living in Texas secede and
fight Mexican General Santa Anna. Victorious at
San Jacinto in 1836, Texas declares itself a Republic.

1836: Arkansas becomes a state.
1837: Michigan becomes a state.

1841: Frederick Douglass begins his abolitionist
lecturing career.

1841: The first wagon train bound for California
leaves Independence, Missouri.

1844: A telegraph line links Baltimore, Maryland, and
Washington, D.C.

1845: Texas joins the Union, precipitating the Mexican-
American War.

1844-1848: Tensions build between the United States
and Mexico, and, in 1846, the Mexican War breaks
out. American General Winfield Scott captures
Mexico City and the Mexican forces are defeated in
1847. Signed in 1848, the Treaty of Guadalupe
Hidalgo cedes New Mexico and California to the
United States.

1845: Florida joins the Union.

1845: The Irish potato famine begins, stimulating
mass immigration to the United States.

1846: Iowa joins the United States.

1846: Brigham Young leads the trek of

Mormons to Utah.

1847: In Missouri, the slave Dred Scott files a lawsuit
against his owner to secure his freedom, using the
argument that his master had taken him into free
territory, at which point he was no longer a slave.

1848: Wisconsin becomes the 30th state to join
the Union.

1848: Regularly scheduled steamship service is
established between New York and Liverpool,
England.

1849: The California gold rush begins.
1850: California joins the Union.

1850: Henry Clay and, later, Stephen Douglas devise
the Compromise of 1850 to resolve the sectional
crisis over slavery resulting from the Mexican War.
A series of practical trade-offs are arranged, but they
do not resolve the root causes of the contention, and
the country does no more than buy itself another
decade of peace.

1850s: The Abolitionist Movement gains powerful
support from women like Sojourner Truth, Harriet
Tubman, and Harriet Beecher Stowe, who in 1852
publishes her novel, Uncle Tom’s Cabin, depicting
the plight of slaves in the South.

1854: In return for the support of a block of southern
senators for the Kansas-Nebraska Act, authorizing a
transcontinental railroad line, Illinois Democrat
Stephen Douglas agrees to include language repealing
the Missouri Compromise by opening up the western
territories of Kansas and Nebraska as possible slave
states. Douglas agrees to have the slave or free labor
status of these new states determined by popular
sovereignty by way of a vote on the permissibility of
slavery in state constitutions. This creates a fire-
storm of protest in the North and leads many
northerners to renounce their membership in the
Democratic Party.

1854-1855: Free labor and slave labor supporters
flock to Kansas, where the state constitution
referendum on slavery becomes a mini-civil war.
Five thousand armed pro-slavery ‘ ‘Border ruffians’’
from Missouri stuff the ballot boxes, while 1,000
antislavery ‘‘Free Soil’” settlers, armed and supported
by the abolitionist New England Immigrant Aid
Society, refuse to abide by the fraudulent result.
Two sets of competing state capitals and forts are
established. Pro-slavery supporters establish a base
at Lecompton, while antislavery advocates set up in
Lawrence. Topeka remains the territory’s central
city. Raids, arson, and murder characterize the
subsequent campaigns and the several votes on the
constitution, none of which support slavery.

1854: The Republican Party is founded and builds its
membership out of the disintegration of the Whig
Party, the northern Democratic Party, the Free Soil
Party, and the anti-immigrant ‘‘Know Nothing’’
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Party. The Republican Party has no support in the
South. It picks up northern anti-slavery forces who
defect from the Democratic Party over the Dred
Scott decision and the Kansas-Nebraska Act.

1857: The Panic of 1857 and falling prices for
agricultural products aggravate sectional tensions
between the North and the South.

1857: Roger Taney, Chief Justice of the Supreme
Court, writes the majority opinion in the Dred Scott
case, holding that Dred Scott, as a slave and,
moreover, as a Negro, had ‘‘no rights which the
white man was bound to respect.”’

1858: Minnesota becomes a member of the Union.
1859: Oregon becomes a state.

1859: Abolitionist John Brown, his sons, and a few
other supporters briefly seize the Harpers Ferry
Federal Armory, convinced that this act will
precipitate a massive slave rebellion across the South,
bringing an end to slavery. A detachment of federal
forces led by Colonel Robert E. Lee captures Brown,
who is hanged.

1860: Abraham Lincoln, the leader of the Republican
Party, running on a platform of confining slavery to
the states in which it is already established, is elected
to the presidency.

CIVIL WAR AND INDUSTRIAL
EXPANSION, 1860-1897

1861: Seven southern states secede from the Union
and form the Confederate States of America. Four
additional states join the Confederacy after the firing
on Fort Sumter in Charleston (South Carolina) Bay.

1861: Kansas becomes the 34th state to join the Union.

1861-1865: The Civil War demonstrates both the
skill of southern military leadership and the
overwhelming strength of the northern economy,
which slowly grinds the secessionist movement into
the ground.

1862-1864: Freed from the presence of southern
members of Congress, absent now in secession,
the Republican Party passes its program—the
Homestead Act granting government land to small
farmers; the Morrill Land Grant Act setting aside
government land to fund agricultural and engineering
colleges; the raising of protective tariffs to shield
U.S. industry from foreign competition; the National

Chronology

Bank Act establishing a national system of banks
to enforce standards on state banks and to restrict
the circulation of state banks’ currency notes; the
passage of the first income tax and other war taxes;
and the railroad acts subsidizing the transcontinental
railroad. This monumental legislative
accomplishment sets forth the economic agenda that
facilitates the industrialization of the country.

1863: Composed of a population of mostly antislavery
small white farmers with a tradition of hostility to
Virginia’s plantation-based political elite, West
Virginia secedes from confederate Virginia and
becomes the 35th state to join the Union.

1863: President Lincoln’s executive order issued in
the summer of 1862, becomes effective on January
1, 1863, declaring that all slaves in the states in
rebellion are henceforth and forever free. It says
nothing about slavery in other states.

1863: In his December 1863 Proclamation of Amnesty
and Reconstruction President Lincoln announces a
mild program of bringing the South back into the
Union. This was the ‘10 percent plan’’ by which
(with the temporary exception of military or political
leaders) he would pardon all white southerners and
readmit each southern state back into the Union
whenever 10 percent of the number of voters in the
1860 election swore allegiance to the Union. The
states also had to pass laws guaranteeing African
Americans their freedom and providing for their
education.

1863-1865: General William Tecumseh Sherman
engages in ‘‘total war,”” involving civilian populations
through laying waste to southern agricultural
resources in his ‘‘March to the Sea.”’

1864: President Lincoln vetoes the Wade-Davis Bill,
a more stringent process of readmission of the
Confederate states to the Union than Lincoln
preferred.

1864: Nevada is admitted to the Union.

1865: The Commander of the Confederate Armies,
Robert E. Lee, surrenders his forces to General
Ulysses S. Grant at Appomatox Courthouse, ending
the rebellion.

1865: President Lincoln is assassinated in April 1865.
Vice President Andrew Johnson becomes president.

1865: The Freedman’s Bureau is established to educate,
feed, locate families of, and oversee the labor relations
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of former slaves. The Bureau also helps the most
destitute of the white population.

1865: Congress reconvenes in December 1865 and
refuses to seat Southern representatives. It establishes
the Joint Committee on Reconstruction and passes
the Thirteenth Amendment, ending slavery.

1865-1890: Sharecropping grows in the South, where
the tenant farmer rents land for shares of the crop.

1865-1890: A crop-lien system of credit extends
itself into the South, a region with too few credit
institutions. The local merchant extends high-interest
credit to small farmers. Often the small farmer owes
more at the end of the harvest than he had at the
beginning of the sowing season. If the farmer gets
too far behind in his payments the merchant may
repossess his land. Many small farmers, both African
American and white, lost land in this manner and
became tenant farmers on land they once owned.

1866: Congress passes its Civil Rights bill over
President Johnson’s veto. This ends the period of
presidential Reconstruction and begins the period
of congressional Reconstruction, in which the
Republican Party, led by the ‘‘radical Republicans,”’
tries to continue and complete the revolution that the
Civil War had brought on in the South.

1866: The Ku Klux Klan organizes secretly to terrorize
African Americans or ‘‘scalawag’’ white Republicans
who try to vote. Southern legislatures begin passing
“‘black codes’’ based on segregation laws imposed
on freed slaves in the pre-Civil War South. These
black codes restrict African Americans to agricultural
labor and clamp down on their mobility.

1866: Congress passes the Fourteenth Amendment,
defining citizenship and seeking to preserve the
rights of ex-slaves to ‘‘due process of law.”’

1867: The National Grange is founded.

1867: The Military Reconstruction Act passes Congress
as part of a package of legislation outlining the
congressional plan for Reconstruction.

1867: Nebraska becomes the 37th state to join the Union.

1867: Congress passes the Tenure of Office Act to cut
back on President Andrew Johnson’s ability to
obstruct congressional Reconstruction.

1868: Most of the southern states are readmitted
to  Congress under the  congressional
Reconstruction plan.

1868: President Andrew Johnson is impeached, but
not convicted, and he remains in office.

1868: Ulysses S. Grant is elected president.

1868: The open-hearth steel production technique is
first used in the United States.

1869: Congress passes the Fifteenth Amendment,
guaranteeing that voting can not be denied because
of “‘race, color, or previous condition of servitude.”’

1869: The Knights of Labor is founded.

1869: The first transcontinental railroad is completed
at Promontory Point in Utah.

1870: Mississippi becomes the last southern state
readmitted to the Union.

1870: New York City begins operation of an elevated
railway system.

1870: John D. Rockefeller founds the Standard Oil
Company.

1871: The Ku Klux Klan Act represses the Klan and
drives it underground.

1871: Chicago experiences a great fire, devastating
the city.

1872: The Freedman’s Bureau is dismantled.

1873: Barbed wire is invented and puts an end to open-
range cattle drives.

1873: The U.S. economy enters a quarter century of
instability marked by recurrent panics and brief
recoveries.

1874: The Women’s Christian Temperance Society is
founded.

1875: The Specie Resumption Act, which seeks to
retire the inflationary Civil War ‘‘greenback’
currency, is passed by Congress. This pleases bankers
and creditors, but angers workers, small farmers,
and debtors.

1875: The Whiskey Ring scandal embarrasses the
Grant administration. Grant’s Attorney General
discovers that members of his department were
cheating the government out of taxes on distilled
alcohol. This recalls several other Grant-era scandals.
One was the Crédit Mobilier scandal. It comes to
light in 1872 that the Crédit Mobilier construction
company paid bribes to Congress and to members of
Grant’s Cabinet to cover up fraudulent contracts
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awarded in the construction of the Union Pacific
Railroad. Grant’s vice president, Schuyler Colfax,
resigns in disgrace.

1876: Alexander Graham Bell invents the telephone.

1876: Chief Sitting Bull and 2,500 Sioux and Cheyenne
Indians kill General George Armstrong Custer and
his entire regiment at the Battle of Little Bighorn.

1876: Colorado joins the Union.

1876: Almost 82 percent of eligible voters cast ballots
in a disputed election resulting from the Compromise
of 1877. Republican candidate Rutherford B. Hayes
is declared the winner. The South receives various
favors including control of the federal patronage in
their region, federal aid for the Texas and Pacific
Railroad, and the withdrawal of the last of the
federal troops. After the departure of the federal
troops African Americans in the South enter a period
of political repression and social degradation.

1877: Mine owners and Pinkerton agents hang 11
Molly Maguires. A group of Irish miners in the coal
mines around Scranton, Pennsylvania, the Molly
Maguires use violence and the threat of violence in
the struggle with management.

1877: Railroad workers go on the first nation-
wide strike.

1878: Some African Americans, unwilling to live
under the increasingly repressive social segregation
of the New South, migrate to the North or, like the
Exodusters, to Kansas or other western states.

1879: The California state constitution is amended to
outlaw the hiring of Chinese laborers.

1879: Thomas A. Edison invents the incandescent
light bulb.

1880: The Chinese Exclusion Act, which limits the
number of Chinese allowed to enter the country, is
passed by Congress.

1881: The Tuskegee Institute is founded by Booker T.
Washington.

1880s: In the face of movement towards political
alliance between African Americans and white
Farmers’ Alliances (also called Populists), southern
state legislatures pass voter registration laws such as
the grandfather clause, the poll tax, and the literacy
test, which disenfranchise African American voters
and disrupt the class-based politics of the early
Populists.
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1883: The Pendleton Act is passed by Congress,
creating the civil service as an alternative to political
patronage.

1883: The Supreme Court rules that the Fourteenth
Amendment forbids state governments from
discrimination, but does not apply to individuals or
private organizations, such as businesses.

1884: The first skyscraper is built in Chicago.

1886: A bomb blast during a riot in the Chicago
Haymarket Square kills seven police officers. Police
open up with gunfire and four people are killed.
The state rounds up eight anarchists and hangs
four of them.

1886: Cigar worker Samuel Gompers helps form the
American Federation of Labor, an organization of
trades unions which believes in strikes and contracts,
but does not advocate political or social change.

1887: The Interstate Commerce Act, meant to regulate
the railroads, passes Congress.

1887: The Dawes Severalty Act passes Congress. This
legislation attempts to convert the reservation Indians
into small farmers by abolishing the tradition of
communally-owned land.

1889: In Chicago, Jane Addams founds Hull House,
the first ‘‘settlement house’’ center of food, shelter,
and assimilation for the urban immigrant poor.

1889: North Dakota and South Dakota join the Union
on the same day, November 2.

1889: Montana and Washington become the 41st and
42nd states, respectively, to be admitted to the Union.

1890: Idaho and Wyoming join the Union in July 1890.
1890: The Sherman Anti-Trust Act becomes law.

1890: At the last major confrontation between U.S.
troops and Native Americans in the Battle of
Wounded Knee in South Dakota, U.S. Army troops
of the Seventh Calvary (Custer’s old regiment) use
machine guns to kill 200 Ogalala Sioux Indians.
Twenty nine U.S. soldiers also die.

1890s: ‘‘Jim Crow’’ laws enforcing social segregation
are passed by southern state legislatures, and in the
1890s the lynching (execution without trial) of African
Americans averages 187 per year.

1890: Congress passes the Sherman Silver Purchase Act.
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1892: Striking workers at the Carnegie Steel Company
in Homestead, Pennsylvania, win a battle against the
strike-breaking Pinkerton Detective Agency, but
they lose the strike, and the Amalgamated Association
of Iron and Steel Workers disbands.

1893: Severe economic depression resulting from
agricultural and manufacturing over-production and
financial panic settles in for the next four years.

1893: Historian Frederick Jackson Turner writes an
article speculating on the meaning of the fact that,
according to the Census Bureau, the frontier, as a
continuous line of development, no longer exists.

1894: Jacob S. Coxey, an Ohio small businessman,
leads ‘‘Coxey’s Army’’ of unemployed on a futile
march to Washington, D.C., to pressure Congress to
enact legislation that will employ the jobless to
improve and maintain public works.

1894: The Pullman strike is put down by federal
judges.

1895: Booker T. Washington, an African American
spokesman for self-improvement, gives his 1895
Atlanta Exposition speech in which he tries to
convince his (mostly white) audience that if they
hire African Americans, employers will find them to
be good and grateful workers who will not make any
demands on the political system or on the race
etiquette of the South.

1896: The Populist Movement, which adopts the
“‘fusion’” strategy of supporting the Democratic
Party’s presidential candidate, William Jennings
Bryan, goes down in defeat as Republican William
McKinley wins the presidential election.

1896: Utah becomes the 45th state admitted to
the Union.

1896: In Plessy v. Ferguson the Supreme Court rules
that social segregation of the races in interstate
travel is not in conflict with any constitutional
amendment or federal statute as long as equal facilities
exist for the African Americans.

1896: The Alaskan gold rush begins.

AN ERA OF ECONOMIC
INSTABILITY, 1897-1920

1897: President William McKinley offers to mediate
Spain’s war against the Cuban forces of national
self-determination. Spain declines the offer.

1898: In part due to articles that appear in the
sensationalist ‘‘yellow journalism’’ press, the U.S.
public registers disgust with the repressive policy of
the Spanish government towards its colony, Cuba,
which is fighting a guerilla war of national liberation
led, until his death in battle in 1895, by José Marti.
To emphasize its displeasure with the bloody counter-
insurgency, the United States sends the battleship
Maine to Havana. While at anchor in Havana harbor
the Maine blows up. The United States promptly
goes to war with Spain.

1898: The United States mounts an amateurish, but
successful campaign against the demoralized Spanish
forces occupying Cuba. Assistant Secretary of the
Navy Theodore Roosevelt quits his post, organizes
an irregular cavalry regiment called the Rough Riders,
and participates in an assault on Kettle Hill.
Meanwhile, the United States attacks the Spanish
south Pacific colony of the Philippines. Here,
Commodore George Dewey and the U.S. fleet
destroys the Spanish fleet.

1898-1902: The Philippines becomes the site of another
guerilla war of independence against Spain. When
the United States proceeds to set up its own colonial
administration, the Philippine movement for national
liberation and its guerilla army led by Emilio
Aguinaldo, resolves to expel the new invaders.

1898: The Treaty of Paris ends the Spanish-American
War. It cedes Puerto Rico and the Philippines to the
United States and recognizes Cuban independence.

1898: In reaction to the U.S. acquisition of an empire
as aresult of the war with Spain, the Anti-Imperialist
League develops. Although never strong enough
to deter the U.S. policies of imperial aggrandizement,
the Anti-Imperialist League, including such
personages as Jane Addams, Andrew Carnegie,
Samuel Gompers, Mark Twain, and former President
Grover Cleveland, stakes out a position of opposition
to empire (frequently mixed with isolationism).

1899: In an attempt to make up for the fact that the
United States had not participated in carving China
up into spheres of influence like the other European
trading powers had, Secretary of State John Hay
releases the Open Door notes, advocating that each
nation trading with China should afford equal trading
rights within its sphere of influence to all other
trading nations. The Europeans receive this proposal
with skepticism.

1900: Although the roots of muckraking stretch back
well into the nineteenth century, this genre of social
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exposé becomes more popular and more influential
in suggesting targets of Progressive reform. Prominent
muckrakers include Lincoln Steffens, Ida Tarbell,
and, on the issue of lynching, African American
journalist Ida B. Wells.

1900: The Social Gospel movement establishes a link
between religious culture (mainly Protestant) and
social reform. It imbues a crusade-like quality to
Progressive era reform struggles. In addition to the
Settlement House movement, its manifestations
include the Salvation Army. By 1900 the Salvation
Army has over 20,000 volunteers in service to the
urban poor.

1900: The Boxer Rebellion breaks out against foreign
trading powers in China. The Boxers are a secret
martial arts society and a focal point for Chinese
nationalist resentments againstimperialist European
policies. During the summer the Boxers besiege the
foreign diplomatic compound in Beijing. Five
thousand U.S. troops join an expeditionary force to
help rescue the diplomats. The experience converts
the European trading powers in China (especially
England and Germany) into accepting the American
Open Door policy.

1901: President McKinley is assassinated. Vice
President Theodore Roosevelt becomes president,
causing some consternation in business circles where
Roosevelt is regarded as an impulsive ‘‘cowboy.”’

1901: When Cuba attempts to compose its own
constitution after Spain is expelled, the United States
intervenes with the Platt Amendment. This U.S.-
suggested addendum to the Cuban constitution
restricts Cuba’s right to enter into treaty relations
with nations other than the United States. It also
grants the United States the right to intervene in
Cuban affairs to protect U.S. life and property and
grants the United States the right to naval stations on
Cuban territory.

1901: Robert LaFollette is elected governor of
Wisconsin. He introduces many progressive reforms
such as the regulation of the railroads, increasing the
proportion of state workers under the civil service,
the direct election of senators, and the measures of
initiative, referendum, and recall.

1902: The Bureau of the Census is created.

1902: The Reclamation Act of 1902 is enacted, which
sets aside money from the sale of public land to
irrigate portions of the south and the west, an example
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of the progressive approach to ‘‘managing’’ the
nation’s natural resources.

1902: President Theodore Roosevelt directs his Justice
Department to file an anti-trust lawsuit against the
Northern Securities Company, a railroad holding
company assembled by financier J.P. Morgan.

1903: The Women’s Trade Union League is founded.

1903: The Roosevelt administration creates the
departments of Labor and of Commerce.

1903: Congress passes the Elkins Act, which gives the
Interstate Commerce Commission the right to end
railroad rebates, a reform endorsed by the railroads.

1903: After Colombia refuses to accept the U.S. offer
of $10 million plus $225,000 per year for the 100-
year lease of a 6-mile-wide canal zone spanning the
isthmus of Panama, a ‘‘revolution’” against Colombia
takes place, and the new nation of Panama is promptly
recognized by the United States. The United States
signs the same deal with Panama that the Colombians
had rejected and continues the construction of the
Panama Canal.

1904: Theodore Roosevelt runs for reelection as
president (and wins) on the platform of the Square
Deal, which promises a kind of class-neutral politics
and a determination to use the powers of the federal
government to bring about reform where it is justified.

1904: As friction begins to build between Germany
and its debtor nation, Venezuela, President Theodore
Roosevelt announces the Roosevelt Corollary to the
Monroe Doctrine. It says that if any newly emerging
Latin American republic fails to meet its financial
obligations to European creditors the United States
will step in to reorganize that country’s economy so
that it can pay its debts, rather than witness the
violation of the Monroe Doctrine (which in 1823
warned European powers to refrain from interfering
in the affairs of any new nation in the Western
Hemisphere).

1906: The Hepburn Railroad Regulation Act is passed
by Congress and signed into law.

1906: In his novel The Jungle, Sinclair Lewis exposes
conditions in the meat-packing industry.

1907: Overproduction of agricultural and industrial
goods results in the Panic of 1907. The power of the
financial establishment is illustrated when financier
J.P. Morgan moves adequate assets into several New
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York City banks to prevent their closure and thus
props up public confidence in the financial system.

1907: The ‘‘Great White Fleet,”” consisting of 16
white battleships symbolizing U.S. economic and
military strength, embarks on a world tour,
including Japan.

1907: Oklahoma becomes the 46th state to join
the Union.

1907: Congress passes the Pure Food and Drug Act.

1908: Henry Ford begins production of the Model T
automobile.

1908: Seeking to avoid the militaristic foreign policy
of his predecessors and asserting the mutually
beneficial results of commerce between developed
and undeveloped nations, President Howard Taft
develops the foreign policy of Dollar Diplomacy.

1909: The National Association for the Advancement
of Colored People is formed and is led in its early
years by W.E.B. DuBois.

1910s: The clubwomen movement comes into
existence, as urbanization and middle-class family
culture afford a moderate degree of leisure to some
women. The clubwomen usually support reform
movements, such as restrictions on child labor or the
campaign against poor conditions of work for women
employed in factories. Some women also become
active in the anti-lynching movement and in the
campaign for women’s suffrage.

1910: Responding to stories in the press concerning
immoral conditions in the cities and the danger to
young single women of being abducted and exploited
by ‘white slave trade’’ prostitution rings, Congress
passes the Mann Act, making it a federal crime to
transport women across state lines for immoral
purposes.

1911: One hundred and forty-six workers die in the
Triangle Shirtwaist Factory fire.

1911: The Taft Justice Department files an anti-trust
suit against the United States Steel Company.

1911: Although the roots of the anti-alcohol movement
stretch back decades into the early Republic period,
the temperance movement reaches a crescendo of
activism in this period. In 1911 the Women’s Christian
Temperance Society claims 245,000 members, the
largest organization of women to this point in U.S.
history.

1912: The New Mexico territory is admitted to
the Union.

1912: In the presidential election of 1912 Democrat
Woodrow Wilson, running under the slogan of the
New Freedom, bests both Republican William
Howard Taft and Theodore Roosevelt, who runs
under the slogan of New Nationalism and the banner
of the newly formed Bull Moose Progressive Party.

1912: Arizona joins the Union.

1913: The Sixteenth Amendment to the Constitution
passes, giving Congress the power to levy an
income tax.

1913: With the Underwood-Simmons Tariff the Wilson
administration succeeds in passing a reduced tariff.
This fulfills one of the pledges of the New Freedom,
in that it would bring more competition and cheaper
goods. It creates the conditions for more trade. It
also lowers the amount of revenue that the tariff
brings in. In order to off-set this revenue decline, the
Congress includes a provision for a moderate income
tax in the Underwood-Simmons Tariff.

1913: The Federal Reserve Act passes Congress,
creating a dozen regional Federal Reserve banks,
owned and controlled by the banks in the district.

1913: Implementing a demand of the Populist
Movement twenty years before, the Seventeenth
Amendment to the Constitution replaces the election
of senators by state legislatures with the direct
election of senators.

1914: The Clayton Anti-Trust Act is passed. This
version of anti-trust legislation explicitly excludes
labor unions from prosecution as trusts engaged in
restricting the free flow of commerce. Samuel
Gompers calls it ‘‘the Magna Carta of Labor.”’

1914: The Panama Canal opens.

1914: When the Western Federation of Miners stage a
strike in the coal fields of Ludlow, Colorado, the
state militia and the strike-breakers attack the workers’
tent colony with rifle fire, causing the death of 39
people, including eleven children.

1914: President Woodrow Wilson creates the Federal
Trade Commission, a bipartisan body to oversee
commerce and insure orderly competition.

1914: Henry Ford begins to manufacture automobiles
through the use of the moving assembly line.

1914: World War I begins in Europe.
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1914: The war-time boom begins.

1915: President Wilson declares the U.S. neutrality
towards the war in Europe.

1915: Germany’s submarine warfare, affecting U.S.
vessels, brings the United States very close to war,
but when Wilson delivers an ultimatum on the
subject, the German high command pledges to stop
sinking neutral vessels.

1915: The Great Migration of African American people
from the rural south to the urban north begins.

1916: Running on the slogan, ‘‘He kept us out of
war,”” Wilson wins a second presidential term.

1916: The Keating-Owen child labor law is enacted,
forbidding the use of child labor in any goods
shipped across state lines.

1916: Margaret Sanger organizes the New York Birth
Control League.

1917: Congress legislates literacy tests for immigrants.

1917: The British intercept and decode the
‘“Zimmerman telegram,”” sent by the German
Kaiser’s foreign secretary to the German ambassador
in Mexico, offering to furnish Mexico with military
supplies for an invasion of the southwest United
States and promising that Mexico would regain
the territory that it had lost to the United States
in the Mexican War. This, along with the fact
that the German U-boats resume unrestricted
submarine warfare, leads Wilson to ask Congress
for a declaration of war against Germany.

1917: In a series of events with profound implications
for the history of the United States and the world, the
Russian Revolution begins. The utopian fantasy of
communism, which had occasionally expressed itself
in American intellectual circles, now becomes a
reality as the Russian Communist Party, taking
advantage of the extreme social crisis precipitated
by World War I, seizes control of Russia.

1917: The War Industries Board is created and in
March 1918, Wilson turns it over to the leadership of
Wall Street financier Bernard Baruch. Its mission is
to allocate resources between the war effort and the
civilian economy and to plan all aspects of the
economy. It makes some important contributions in
this area, but is generally too cumbersome and
inefficient to fulfill its mission.
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1917: Congress passes the Espionage, Sabotage, and
Sedition Acts, severely restricting the rights of
free speech.

1918: Wilson releases his Fourteen Points, emphasizing
the democratic and peaceable nature of U.S. war aims.

1918: The National War Labor Board promises workers
the right to join unions, grants equal pay for women
doing equal work, and concedes the 8-hour day in
return for a no-strike pledge for the duration of the war.

1918: Eugene V. Debs, formerly head of the American
Railway Union and leader of the American Socialist
Party, makes a speech against World War I and
is jailed.

1918: The Eighteenth Amendment, prohibiting the
production, transportation, and sale of alcohol, is
adopted.

1918: At the end of World War I, President Wilson
sends an ‘‘expeditionary force’’ of American troops
into the Soviet Union. During the three years of the
Russian civil war the U.S. troops engage in limited
supportive actions for the ‘“White Army’’ of the old
Russian regime. Gradually, however, the Bolshevik
Party (led by Vladimir Ilyich Lenin) and the Red
Army (led by Leon Trotsky) consolidate Soviet
control over Russia and over the nations that made
up the Russian Empire. Unable to decisively influence
the course of events, the American troops withdraw
by 1920. The actions of the American expeditionary
force create a climate of mistrust between the United
States and the Soviet Union.

1919: The peace treaty of Versailles is negotiated and
signed, but Wilson cannot convince the Senate to
accept the League of Nations as a forum for
international conflict, a concept in which Wilson
had personally invested much of his energy. Wilson
succumbs to a stroke while on a speaking tour in an
attempt to ‘‘go over the Senate’s head’” and rally
support for the Versailles treaty among the American
people.

1919: The conclusion of the war brings both an
increased level of class conflict, with massive strikes
in steel, meatpacking, and shipyards, and an alarming
increase in racial violence, including race riots in
East St. Louis and Chicago.

1919: Alfred Sloan introduces the installment plan
with the General Motors Acceptance Corporation.
Consumer credit arrangements begin to play a
prominent role in marketing.
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1920: Alarmed at the level of class conflict, the
anarchist bombings, and the increasingly radical
rhetoric of working class leaders, A. Mitchell Palmer,
the Progressive Attorney General under Wilson, and
his assistant, J. Edgar Hoover, lead the Palmer Raids
in early January. Mostly directed against immigrants,
the Palmer raids, arrest about 6,000 people. Five
hundred are eventually deported.

1920: The Nineteenth Amendment is ratified, granting
women the right to vote.

PROSPERITY DECADE, 1920-
1929

1920: The economy goes into recession.
1920: The first commercial radio broadcast airs.

1920: Warren Harding, running on a platform of
“‘normalcy,’’ is elected to the presidency.

1920: Two anarchists, Bartolomeo Vanzetti and Nicola
Sacco, are arrested and convicted of murder in
Braintree, Massachusetts, in what most observers
believe is a politically motivated case.

1920s: The Ku Klux Klan, the ‘‘night riders’ of
Reconstruction fifty years earlier, revive in 1915
and flourish during the 1920s, a manifestation of the
culture war between the urban and rural sections of
the country. Membership peaks in 1924.

1920s: Poor farming management and ignorance of
erosion causes the topsoil in several western states
to erode during the 1920s. Dust storms result,
devastating the remaining topsoil and turn everyday
life into an ordeal. Many farmers migrate to the
west coast.

1920: A bumper crop causes farm prices, already in
decline, to drop further.

1921: The National Association of Manufacturers and
the Chamber of Commerce mount an anti-union
campaign called the American Plan. They attack the
union shop, in which workers have to belong to a
union to get a job. Under the American Plan workers
sign ‘‘yellow dog contracts’’ in which they pledge
not to join or aid the union movement.

1921: The first issue of the Reader’s Digest appears.
This publication is for busy people who do not have
enough time to read many books. It purports to
condense the essential significance of a book into a
few pages.

1921: The economy is in mild recession although
productivity is rising rapidly.

1921: Congress passes immigration restriction
legislation which sets the total limit of immigration
at 350,000 per year distributed on the basis of three
percent of the number of each nationality living in
the United States in 1910.

1921: Secretary of the Treasury Andrew Mellon
encourages Congress to repeal the excess-profits tax
on corporations.

1921-1922: The Washington Naval Disarmament
Conference is hosted by U.S. Secretary of State
Charles Evans Hughes, who proposes that the naval
powers of the world should freeze production of
battleships and maintain the presently existing ratio
of ships in the water. Initially meeting with
enthusiastic approval from the delegates of the
different nations, the resulting Five-Power Agreement
proves unable to stem the building of cruisers,
submarines, destroyers, and eventually, aircraft
carriers. It is still an important diplomatic event as
the first disarmament conference and treaty.

1922: Congress passes a higher protective tariff with
the Fordney-McCumber Tariff.

1922; Italian fascist rebel Benito Mussolini’s Brown-
shirts march on Rome, Italy.

1923: The Teapot Dome scandal and several other
scandals besmirch the reputation of the Harding
administration.

1923: Calvin Coolidge becomes president when
Harding dies in office.

1923: The stock market enters a six-year expansion.
1923: Time magazine begins publication.

1924: Nellie Taylor Ross of Wyoming and Miriam
Ferguson of Texas become the first women to be
elected U.S. governors.

1924: Businessman Charles Dawes puts forward a
plan to have American bankers fund the reparation
payments that Germany is required to pay other
European nations after World War 1. The recipients
of the reparations use the funds to pay off the war
debt that they owe the United States.

1924: Congress passes the Indian Citizenship Act,
which makes all Native Americans citizens of the
United States.
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1924: The National Origins Act reduces the total
immigration to 150,000 per year and apportions it
on the basis of the numbers of each nationality
immigrating in 1890, thus favoring northwest Europe
over southeastern Europe.

1924: Senator Charles McNary and Representative
Gilbert Haugen pass a bill to sell farm surpluses
abroad. President Calvin Coolidge vetoes the bill in
1924 and again in 1927.

1925: John Scopes is convicted of teaching evolution
in a Tennessee high school.

1925: F. Scott Fitzgerald publishes The Great Gatsby.

1925: The Brotherhood of Sleeping Car Porters is
founded by A. Philip Randolph.

1926: Treasury Secretary Mellon convinces Congress
to cut income and estate taxes in half and to eliminate
the gift tax.

1927: “‘Lucky Lindy,”” Charles Lindbergh, sets a
record for the first transatlantic solo airplane flight.

1927: Despite an international protest movement in
their behalf, Sacco and Vanzetti are executed.

1927: The first “‘talky’” film, The Jazz Singer, is
released.

1927: Amelia Earhart becomes the first woman to fly
an airplane solo over the Atlantic Ocean.

1927: In Nixon v. Herndon the Supreme Court uses the
Equal Protection Clause to strike down a Texas law
barring African Americans from voting in Democratic
Party primaries.

1928: The highly speculative Miami real estate market
collapses.

1928: Al Smith, a Catholic New York City Democrat,
sets a precedent by obtaining the Democratic Party
nomination to run for president. He loses to Herbert
Hoover, an engineer and an able Republican
Progressive who had coordinated the aid to European
refugees during World War I and had served as
Secretary of Commerce in the Coolidge
administration.

1928: In the Kellogg-Briand Pact the major military
powers of the world (except for the Soviet Union)
sign an agreement outlawing war as a means of
conflict resolution. Unfortunately, it has no
enforcement provisions.

Chronology

DEPRESSION AND WORLD WAR
i1, 19291945

1929: The decline of the stock market in October 1929
marks the beginning of the public awareness of the
Great Depression, although the agricultural sector of
the economy had been suffering from depressed
prices and profits for almost ten years.

1930: The Smoot-Hawley Tariff is enacted. This
extremely high tariff depressed foreign trade at the
very moment the economy needed to be pulled out
of depression.

1930: Novelist John Dos Passos brings out the U.S.A.
trilogy. With its ‘‘newsreel’’ actualities and its
evocation of a complex and dynamic national culture,
this portrait of American life in the late 1910s
catches the United States on the edge of modernity.

1931: The Federal Reserve System raises interest
rates. This depresses business investment at a time
when it needs to be stimulated.

1931: The economic crisis spreads to Europe. Burdened
by reparations or loan repayments after World War
I, the governments of Europe (especially Germany)
are tempted to print money. Although some observers
call for the United States to cancel its debts, others
like President Calvin Coolidge refuse to consider
this measure and expect full repayment. This, plus
high tariffs and an isolationist attitude of seeking to
avoid involvement in Europe’s problems, reduce the
ability of the United States to play a constructive
role in the growing European political crisis of
the 1930s.

1931: The Scottsboro affair, in which eight African
American teenagers are sentenced to death for
supposedly raping two white women on a boxcar in
which they were all traveling, creates controversy.
The lack of evidence and the nature of the testimony
indicates the innocence of the accused, and the
International Labor Defense, a Communist Party
legal support committee, defends the ‘‘Scottsboro
boys’’ and eventually gains their freedom.

1931: The U.S. Communist Party stages an
unemployment march on Washington, D.C.

1931: Japan invades Manchuria.

1931: Secretary of State Henry Stimson is instructed
by President Hoover to withhold diplomatic
recognition of any territorial boundary change as a
result of Japanese aggression in Asia. This becomes
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known as the Stimson Doctrine, and it has little
effect. Japan continues to assert itself in the region.

1932: The Reconstruction Finance Corporation is
established.

1932: The Farmers’ Holiday Association forms in Iowa.

1932: Twenty thousand Bonus Marchers, veterans
who in 1924 had been awarded a $1,000 ‘bonus’’
by Congress for their service in World War [, rally in
Washington, D.C., and demand that the bonus be
distributed immediately. (It was payable in 1945.)
President Hoover refuses, violence breaks out between
the marchers and the Washington police force, and
Hoover sends in the U.S. Army to clear the marchers
out of their tent city. The violence leaves at least two
marchers and one baby dead.

1932: Herbert Hoover runs for a second term as
president, but the paralysis that has seized the
economy, plus Hoover’s lack of warmth as a
campaigner, leads the American people to vote in
overwhelming numbers (57.4 percent) for Franklin
Delano Roosevelt, a member of the New York
Hudson Valley aristocracy and a distant cousin of
former president Theodore Roosevelt. Franklin
Roosevelt gives no clear indication of his program,
other than to promise in his speech accepting the
Democratic Party nomination that he pledged a
““New Deal’’ for Americans.

1933: In February 1933 bank depositors begin
withdrawing their savings. The movement accelerates
and becomes a panic when banks begin running out
of funds to meet the depositors’ demands.

1933: The following New Deal programs are passed
by Congress and signed by the president: the
Emergency Banking Act; the Economy Act; the
Civilian Conservation Corps; the Agricultural
Adjustment Act; the Tennessee Valley Authority;
the National Industrial Recovery Act; the Federal
Emergency Relief Act; the Homeowners’ Refinancing
Act; the Civil Works Administration; and the Federal
Securities Act.

1933: Adolph Hitler is elected Chancellor of Germany.

1933: Francis Townsend, retired California physician,
proposes the ““Townsend Plan’’ of ‘‘priming the
pump’’ of consumer spending through a government
pension to senior citizens.

1933: The United States recognizes the Soviet Union,
and the two establish diplomatic ties.

1934: The Southern Tenant Farmers’ Union is organized
by members of the Socialist Party of America.
Convinced that the economic depression is an aspect
of the worldwide unraveling of capitalism and
committed to the strategy of building a biracial
coalition of poor people to bring about change, the
American Socialist and Communist Parties during
the 1930s ‘‘point the way’’ towards reform, but lose
members to the Democratic Party and its popular
standard-bearer, Franklin Roosevelt.

1934: Brought on by several years of drought, as well
as the mechanization of agriculture (with tractors
and disk plows disrupting the root systems of plains
grasses which normally retain moisture in the soil),
twenty-two giant dust storms ravage the west and
the south. The storms carry away tons of soil and
ruin agriculture until the early 1940s, when the rains
return and the demand for agricultural goods once
again brings the planting of crops.

1934: The following New Deal programs are created
in 1934: the National Housing Act; the Securities
and Exchange Act; and the Homeowners’ Loan Act.

1934: Conservative critics of Roosevelt form the
Liberty League.

1934: Huey Long, governor of Louisiana, originally
supported Franklin Roosevelt but now demands the
redistribution of wealth with the ‘‘Share-Our-Wealth’’
Societies.

1935: Father Charles Coughlin, the ‘‘radio priest”’
who had supported the New Deal, now finds President
Roosevelt too mild and establishes the National
Union for Social Justice. Eventually, Coughlin drifts
into support for fascism.

1935: John L. Lewis, head of the United Mine Workers,
takes his union out of the craft-conscious American
Federation of Labor in order to lead the unionization
of the semi-skilled workers in mass production
industries.

1935: The following New Deal programs are passed
by Congress and signed by the President in 1935:
Works Progress Administration; National Youth
Administration; Social Security Act; National Labor
Relations Act; Public Utilities Holding Company
Act; Resettlement Administration; Rural
Electrification = Administration; Revenue Act
(““Wealth Tax’’).

1935: In an attempt to avoid in the future what some
believed to be a connection between the profit
motives of U.S. armament producers and the U.S.
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entry into war, the Congress passes Neutrality Acts
in 1935, 1936, and 1937. They prohibit the sale of
arms to belligerent nations and direct the president
to inform American travelers of the possibility of
harm as a result of traveling near war zones.

1935: The Supreme Court rules that the National
Industrial Recovery Act is unconstitutional.

1935: Huey Long is assassinated.
1935: Italy invades Ethiopia.

1936: Franklin Roosevelt signs the Soil Conservation
and Domestic Allotment Act.

1936: John L. Lewis and like-minded labor leaders
form the Congress of Industrial Organizations (CIO)
to ‘‘organize the unorganized’’ and aggressively
expand the union movement with the adoption of
innovative organizing tactics, such as the sit-
down strike.

1936: Roosevelt wins a record 61 percent of the votes
for president in 1936.

1936: The Spanish Civil War begins. Fascist Germany
and Italy supply weapons and volunteers to the
right-wing rebellion of the Falange under Ferdinand
Franco. The United States, as well as the nations of
western Europe, refuses to intervene on the side
of the democratic socialist Spanish loyalist forces.
Only the Soviet Union and its allies send aid. A
volunteer army of International Brigades, including
the 3,000 Americans in the Abraham Lincoln Brigade,
travel to Spain to fight, but although they suffer
high casualties (about a third of the Americans die
in Spain), the Franco rebellion overwhelms its
opposition.

1936: Germany reoccupies the Rhineland, which France
has held since World War L.

1937: In order to defeat the conservatives on the U.S.
Supreme Court, Roosevelt proposes to expand the
size of the court, which would have allowed him to
appoint a number of new justices. This infuriates his
opponents and distresses his allies and he drops the
idea, but his administration is sullied by the act.

1937: Japan invades China.

1937: Roosevelt signs the Farm Security Administration
and the National Housing Acts into law.

1937: In a bitter strike of the Steel Workers” Organizing
Committee against the ‘‘Little Steel’” companies, a

Chronology

Memorial Day picnic and march to the Republic
Steel plant in Chicago is fired upon by police. Ten
workers are killed. Known as the Memorial Day
Massacre, this act of state violence on behalf of the
employer effectively breaks the strike.

1938: Germany annexes Austria.

1938: Congress passes and Roosevelt signs into law
the Second Agricultural Adjustment Act and the
Fair Labor Standards Act.

1938: At a Munich conference, British Prime Minister
Neville Chamberlain tries to appease Hitler by
allowing German troops to occupy a German-
speaking portion of Czechoslovakia.

1938: As the economy seems to have rebounded
in 1937, the Roosevelt administration reduces
government allocation of funds for the Works
Progress Administration and other programs. The
economy slips back into recession (called the
Roosevelt Recession) and does not pull out of it until
the threat of World War II prompts hiring at the
factories engaged in the 1940 military build-up.

1939: Fearing that the west European powers are
maneuvering to set up a bloody war between Germany
and the Soviet Union, a scenario in which the
western democracies could ‘‘pick up the pieces’’
after the combatants had bled themselves dry, Stalin
stuns the world by signing a non-aggression pact
with Hitler. This allows the Soviets to industrialize
and to build up its stock of military hardware, but it
confuses and demoralizes the communist parties of
western Europe and the United States.

1939: Germany invades the whole of Czechoslovakia.

1939: Germany invades Poland. World War II begins
in Europe.

1939: John Steinbeck’s The Grapes of Wrath is
published and tells the story of the ‘‘Okies’” and the
trek of migrant farmers from the drought-plagued
great plains to California.

1939-1940: The Soviet Union invades Finland, Estonia,
Latvia, and Lithuania.

1940: Germany rolls across western Europe in a
mechanized warfare called the ‘‘Blitzkrieg.”

1941: The lend-lease plan gives aid to Great Britain
while still maintaining neutrality.
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1941: Germany invades the Soviet Union.

1941: Although the United States is not yet at war,
Churchill and Roosevelt meet on a British destroyer
near Newfoundland and outline a set of shared goals,
including the ‘‘destruction of Nazi tyranny.”” The
charter also calls for the national self-determination
of colonial holdings, a goal that Churchill embraces
with much less enthusiasm.

1941: A. Philip Randolph threatens to bring thousands
of African Americans to a march on Washington,
D.C., protesting discrimination against African
American workers in the defense industry. As a
result of this demand, Franklin Roosevelt creates
the Fair Employment Practices Commission, which
handles these complaints and impresses on employers
the need to project the spirit of the ‘‘double ‘V’,”’
victory against fascism abroad and against
racism at home.

1941: Roosevelt imposes an embargo on petroleum
and scrap iron shipping to Japan.

1941: Japan bombs Pearl Harbor, Hawaii, largely
destroying the U.S. Pacific fleet. The next day, the
United States declares war on Japan, Germany,
and Italy.

1941: Work on the Manhattan Project (the atomic
bomb) begins.

1942: The Office of Price Administration is created to
fight inflation by freezing prices, wages, and rents.

1942: The War Production Board (WPB) is created to
coordinate the production of military goods. In part
because of the daunting nature of this mission, and
also because of the ineffectual performance of its
leaders, the WPB is generally unsuccessful in this
goal, although the economy does manage to produce
a huge output of weapons and other materiel.

1942: The Japanese take the Philippines.

1942: Japanese American citizens are locked up in
concentration camps as Americans begin to imagine
that citizens of Japanese descent constitute a ‘‘fifth
column’” of saboteurs and spies for Japan. Their
private possessions are often stolen when they are
forced into the camps.

1942: The Congress on Racial Equality (CORE) is
founded.

1943: Racial confrontations occur between African
Americans and whites in Detroit and between
Mexican Americans and white sailors in Los Angeles.

1944: The Allied amphibious invasion of Normandy
takes place.

1944: The United States retakes the Philippines.

1944: In a meeting at Bretton Woods, New Hampshire,
the United States and other western powers discuss
post-war recovery programs. They create the
International Monetary Fund and the International
Bank for Reconstruction and Development, also
known as the World Bank.

1944: In the summer of 1944 the Allies meet at
Dumbarton Oaks to plan the structure of the proposed
United Nations.

1945: Western European and American troops meet
the Red Army in Berlin, as the German army is
destroyed.

1945: After a three month siege, the United States
captures Okinawa, Japan, at a cost of 11,000 U.S.
and 80,000 Japanese lives.

1945: The United States drops the atomic bomb on
Hiroshima and Nagasaki.

1945: The United Nations Organization meets in San
Francisco to plan its post-war future.

POSTWAR PROSPERITY, 1945-
1973

1945: In February 1945, Joseph Stalin, Winston
Churchill, and Franklin Roosevelt meet in Yalta, a
resort on the Black Sea, to discuss the outlines of
post-war Europe. They all agree to partition Germany.
Stalin agrees that, once Germany is defeated, the Red
Army will help the United States defeat Japan. In
return, the Soviet Union will repossess the Kurile
Islands, north of Japan, as well as southern Sakhalin
Island and Port Arthur, which Russia lost to Japan in
the Russo-Japanese War (1905). The Allies, however,
fail to reach agreement on the shape of post-war
Europe.

1945: Franklin D. Roosevelt dies; Harry Truman
becomes president.

1945: The Potsdam Conference between Churchill,
Stalin, and Truman, is held in a Berlin suburb in July
1945, and confirms what the Yalta Conference already
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revealed in February of the same year: there are
serious disagreements between the Allies. One is
over the Polish question. The Red Army occupies
Poland and, intent on acquiring a set of ‘‘buffer
states’” to prevent future invasion from the West,
Stalin has already installed a pro-Soviet government.
At Yalta, Stalin agreed to a vague date sometime in
the future for holding free elections in Poland, but he
never does so. Instead, in the weeks after Yalta, the
Soviets proceed to create more buffer states in
Eastern Europe. In light of the U.S. possession of a
working nuclear bomb, President Truman adopts an
aggressive stance and ‘‘talks tough’’ to the Soviet
diplomats at Potsdam, but without gaining any
concessions.

1945: Japan surrenders on August 14, 1945.

1946: Post-war inflation and the desire to ‘‘catch up”’
with the substantial price increases during the war
prompt U.S. railroad workers and the coal miners to
go on nation-wide strikes.

1946: The Philippines are given independence by the
United States.

1946: The dominance of the Democratic Party in
national politics since 1933 is finally broken as the
Republicans gain control of Congress.

1946: Dr. Benjamin Spock publishes Baby and Child
Care, the ‘‘Bible’’ for baby boomer infants and
children’s home diagnosis.

1946: Truman submits a domestic program called the
Fair Deal. The name recalls the powerful New Deal
program and the coalition that supported it. But,
although the specifics of the Fair Deal—an expansion
of Social Security benefits, public housing, federal
aid for the St. Lawrence Seaway, and a national
health plan—recall the New Deal, the drift of post-
war politics is in a conservative direction and most
elements of the program fail to win enough votes for
passage.

1946: George F. Kennan, a career diplomat stationed
in Moscow in 1946, sends a ‘‘long telegram’’ to the
State Department in which he discusses ‘the sources
of Soviet conduct.”’ Later published as an article in
Foreign Affairs under the pseudonym Mr. X,
Kennan’s argument is that historical circumstances
have made the Soviet Union expansionist and that
Marxism-Leninism has provided a rationale for this
behavior. He says that the best way to deal with
Soviet expansionism is to quarantine the U.S.S.R.

Chronology

until it runs out of revolutionary energy and settles
down to a consumer-based economy.

1946: In a speech at Fulton, Missouri, the former
Prime Minister of Great Britain Winston Churchill
predicts that the world to come will be marked by the
struggle between democratic and totalitarian systems
of government. He notes that Eastern bloc nations
are being turned into satellites of the Soviet Union,
and he uses the image of an ‘‘iron curtain’ that is
descending across Europe.

1947: President Harry Truman reformulates George
Kennan’s arguments and presents them in a speech
to Congress as the Truman Doctrine, the essence of
which is that the United States will henceforth
““support free peoples who are resisting attempted
subjugation by armed minorities or by outside
pressures.’’

1947: Secretary of State George C. Marshall unveils
the Marshall Plan, a $12 billion package of aid to a
devastated Western Europe, as a way to decrease the
attractiveness of socialism.

1947: The Brooklyn Dodgers sign Jackie Robinson,
the first African American to play in a regular
position in Major League baseball.

1947: The National Security Act passes Congress
and is signed into law. The Act creates the National
Security Council (NSC), which advises the president
on foreign policy, and the Central Intelligence Agency
(CIA), which coordinates the intelligence apparatus
and also engages in extra-legal covert activity in
foreign lands to forward the interests of the
United States.

1947: The first suburban tract housing at Levittown,
New York, is built.

1947: Puerto Rico is given commonwealth status.

1947: The House Un-American Activities Committee
begins holding hearings to investigate the charge
leveled by some members of Congress that the
federal government has been lax in allowing
communists to infiltrate the government.

1947: The Truman administration institutes loyalty
review programs to insure the patriotism of
government employees and to weed out subversive
elements that might have become ensconced in
government jobs. By 1951 over 2,200 government
workers have either resigned or been terminated.
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1947: The Taft-Harley Act is passed, making it harder

to organize and maintain unions, a result of language
such as Section 14-B, which permits states to pass
“‘right to work’” laws outlawing union shops (where
aworker is required to join the union after being hired).

1948: The Soviets react to the merger of the U.S.,

British, and French sectors of Germany into one
zone, ‘“West Germany,”’” by blockading shipments
of food and other necessities to the western zones of
Berlin. (Berlin lies inside East Germany.) Rather
than try to open up the land corridors by force, the
Western powers agree on a closely coordinated
airlift of supplies to the city. For ten months the
Berlin airlift successfully provisions the city, until
the East Germans open the corridors again.

1948: The United Nations partitions Palestine and

establishes the state of Israel.

1948: Alger Hiss, a New Deal liberal and formerly a

valued member of the State Department, is accused
of being part of a ring that passed classified
information to the Soviet Union in 1937 and 1938.
Hiss sues his accuser, former communist Whittaker
Chambers, for libel and loses the case, at which
point he is convicted of perjury. He goes to jail
for several years and the incident casts a shadow
over the reputation and the careers of many New
Deal liberals, including members of the movie
industry like the ‘‘Hollywood Ten,”’ the directors
who refuse to answer the House Un-American
Activities Committee’s inquiries concerning their
politics.

1948: The United Automobile Workers’ Union and

General Motors agree to an automatic cost-of-living
factor in the calculation of wages.

1948: The New Deal political coalition comes under

considerable stress as the Democratic Party splits
into three parties—the conservative States’ Rights,
or Dixiecrat Party in the South, led by Strom
Thurmond, the left-wing Progressive Party, under
the leadership of Henry Wallace, and the mainstream
Democratic Party under Truman. In spite of this
division, labor mobilizes behind Truman, who wins
an upset election.

1949: Twelve nations sign the North Atlantic Treaty

Organization (NATO), a mutual defense pact and
a standing military force in Western Europe, to
guard against aggression by the Soviet Union. The
U.S. Senate ratifies the treaty. The Soviets spearhead
their own mutual defense organization, the
Warsaw Pact.

1949: President Truman issues an executive order
ending racial segregation in the U.S. military.

1949: The Soviet Union explodes its first atomic bomb
years earlier than expected, and the United States
loses its monopoly on nuclear weapons.

1949: The Chinese Communist Revolution takes place,
and the former government of China flees to Taiwan.

1950: The National Security Council issues its report,
NSC-68, which recommends that the United States
assume the leadership of the forces opposed to the
expansion of the Soviet bloc. This means that
wherever such an expansion appears likely, the
United States must take up the struggle against it. To
do this, the United States must provide itself with a
strong and flexible defense capability, not just a
nuclear deterrent.

1950: North Korea invades South Korea in late June
1950. The peninsula was partitioned at the end of
World War II. Syngman Rhee runs a corrupt
government in the South. Kim Il Sung, the North
Korean head of state, builds a Spartan, dictatorial,
socialist state and introduces land reform, which
wins him the support of the peasantry. The North
Korean invasion brings a coordinated response from
members of the Security Council of the United
Nations (minus the Soviet Union, which is boycotting
the Security Council sessions to protest communist
China’s exclusion from the body). U.N. forces battle
North Korea and its Chinese allies until a treaty is
signed in 1953. The treaty produces a limited victory,
with an armistice line at the 38th parallel that must
be patrolled at considerable expense in the future.

1950: President Truman relieves General Douglas
MacArthur of command in Korea for publicly
criticizing Truman’s handling of the war. MacArthur
flies home to a ticker-tape parade and addresses
Congress; his popularity considerably exceeds
Truman’s. Still, Truman’s action comes to be
understood as a stand in favor of the subordination
of military to civilian authority.

1950: In a speech at a rally in Wheeling, West Virginia,
Wisconsin Senator Joseph McCarthy begins leveling
the charge that the federal government is rife with
communists.

1950: Congress passes the McCarran Internal Security
Act, requiring all communist organizations to register
with the government and publish their records.
Truman vetoes the bill, but Congress overrides
the veto.
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1951: Two members of the Communist Party, Julius
and Ethel Rosenberg, are sentenced to death for
leaking secrets concerning the atomic bomb to the
Soviet Union. Two years later, after massive
worldwide protests reminiscent of the Sacco and
Vanzetti case in the 1920s, the Rosenbergs are
executed by electrocution.

1952: Dwight D. Eisenhower, military hero and head
of NATO forces, is elected president on the
Republican ticket.

1953: The economy slips into a recession.

1953: The CIA collaborates in the overthrow of
Mohammed Mossadegh, the prime minister of Iran,
who may have been maneuvering towards the
nationalization of the oil industry in Iran. Mossadegh
is replaced by the shah of Iran, Mohammed Reza
Pahlavi, who cooperates with the West in the
development of his country’s oil resources.

1953: Stalin dies.

1954: In Brown v. Board of Education the U.S. Supreme
Courtrules that ‘‘separate’’ can never be ‘‘equal’ in
school systems and directs the Topeka School Board
to move ‘ ‘with all deliberate speed’’ to integrate its
schools.

1954: After Senator Joseph McCarthy continues to
make unsubstantiated accusations against individuals
and even against the U.S. Army, the fact that his
committee hearings are televised help to turn the
investigation into a revelation of his own bullying
tactics and character assassination. He loses most of
the support that he enjoyed earlier in the 1950s.
Congress censures him, and within a few years he
dies from the effects of alcoholism.

1954: In Guatemala the CIA helps to overthrow the
newly elected Jacobo Arbenz Guzman, a leftist with
whom the United Fruit Company (an American firm
with extensive plantations in Guatemala) does not
feel entirely comfortable.

1954: The Vietnamese nationalist forces, the Viet
Minh, defeat the French army at Dien Bien Phu.

1955: The industrial unions of the CIO rejoin the trade
unions in the AFL. George Meany heads the united
organization, the AFL-CIO.

1955: The Montgomery Bus Boycott, a year-long
struggle, begins when African American seamstress
and Secretary of the Alabama NAACP, Rosa Parks,
refuses to move from her seat in the front of a bus in

Chronology

order to let a white man sit down. Dr. Martin Luther
King, Jr., emerges from the struggle with a reputation
as a formidable speaker and charismatic leader,
urging the rank and file civil rights adherents to
practice the discipline of passive resistance and
creative non-violence.

1956: The Federal Highway Act is passed and signed
by President Eisenhower.

1956: The Hungarian Revolution is repressed by the
Soviet Union. Although the Radio Free Europe
(West European broadcasts into Soviet dominated
East Europe) had encouraged the rebellion, the West
was not in a position to do anything when the
Russian tanks rolled across Hungary.

1956: One hundred and one southern congressmen
pledge ‘‘massive resistance’’ to the Supreme Court
rulings on desegregation.

1956: U.S. Secretary of State John Foster Dulles
suspends a loan to Egypt for financing of the Aswan
Dam project on the Nile River. Dulles takes the
action to punish the Egyptians for their friendly
relations with the Soviet Union. This prompts
Egyptian leader Gamal Abdel Nasser to seize the
Suez Canal and use its revenues to build the dam.
This, in turn, leads Israel, Great Britain, and France
to attack Egypt. The United States fears the attack on
Egypt might alienate other oil rich Arab states so
it supports a Soviet-sponsored U.N. resolution
condemning the attack. Nasser, like a number of
Third World leaders after him, learns the technique
of playing the United States and its allies off against
the Soviet Union and its allies.

1957: The Civil Rights Act of 1957 is passed. More a
declaration of principles than a serious piece of
legislation, the law has few enforcement powers.

1957: President Fisenhower orders the National Guard
into Little Rock, Arkansas, to assistin desegregating
a high school.

1957: The Southern Christian Leadership Conference
forms under the leadership of Martin Luther King.

1957: The post-World War II baby boom peaks.
1957: The U.S. economy slips into recession again.
1957: The Teamsters are investigated for corruption.

1957: The Soviet Union launches Sputnik, the first
earth orbiting satellite. This feat also alerts the
United States to the fact that the Soviet Union
possesses extremely powerful booster rockets.
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1958: The National Defense Education Act is passed,
providing broad support for education.

1958: The John Birch Society, a grass roots
anticommunist organization, is formed.

1958: The National Aeronautics
Administration (NASA) is formed.

and Space

1959: Alaska becomes the 49th state to be admitted to
the Union.

1959: In line with a call from the Comintern to the
colonial and underdeveloped world to engage in
wars of national liberation against colonialism and
imperialism, the National Liberation Frontin Vietnam
is formed.

1959: Hawaii becomes the 50th state to enter the Union.

1959: Fidel Castro and the 26th of May Movement
seizes power in Cuba.

1959: Soviet leader Nikita Khrushchev visits the
United States.

1960: A U.S. U-2 spy airplane is shot down over the
Soviet Union, embarrassing President Eisenhower
and destroying a planned U.S.-Soviet summit meeting
in Paris, France.

1960: John F. Kennedy is elected president.

1961: In his farewell address Eisenhower warns of the
growth of the ‘‘military-industrial complex.”’

1961: The Congress on Racial Equality (CORE) calls
for ‘‘freedomrides’’ to establish the right of African
American people to have access to aracially integrated
public transportation system. On May 14 a Greyhound
bus carrying freedom riders near Anniston, Alabama,
is surrounded by an angry white mob that burns the
bus and beats its occupants. The local hospitals
refuse to treat the injured freedom riders.

1961: The Alliance for Progress is created by President
Kennedy.

1961: East Germany erects the Berlin Wall to stop the
escape of its citizens to the West.

1962: The stunning failure of the United States-backed
invasion at the Bay of Pigs by Cuba’s anticommunist
exiles embarrasses American policy makers. Their
belief that most Cuban people are looking for an
opportunity to overthrow the Castro regime is
disproved.

1962: Michael Harrington publishes The Other America.

1962: Students for a Democratic Society (SDS) form
at a UAW recreation center in Port Huron, Michigan.

1962: In order to protect themselves from the threat of
another U.S. backed invasion similar to the Bay of
Pigs attack, Cuba accepts the Soviet Union’s aid in
building nuclear missile silos in Cuba. In what
becomes known as the Cuban Missile Crisis, U.S.
president John F. Kennedy faces down Soviet leader
Nikita Khrushchev and the missiles are withdrawn.
The possibility of a large nuclear war has a sobering
effect on both the Americans and the Soviets.

1962: Rachel Carson publishes Silent Spring, a
manifesto of the environmental movement.

1963: Medgar Evans, head of the Mississippi NAACP,
is assassinated in the front yard of his home.

1963: John F. Kennedy proposes a strong Civil
Rights Bill.

1963: The Civil Rights March on Washington, D.C.,
along with Martin Luther King’s ‘I Have a Dream”’
speech legitimizes the Civil Rights Movement in the
eyes of many Americans for the first time.

1963: In Vietnam the large protest demonstrations
led by Buddhist monks, some of whom engage
in self-immolation (dousing themselves with gasoline
and setting themselves on fire) plus the South
Vietnamese government’s brutal repression of
political dissent leads to the CIA-approved
assassination of Ngo Dinh Diem. This sets off
a series of coups in South Vietnam that further
delegitimize the South Vietnamese political
leadership.

1963: Betty Frieden’s The Feminine Mystique is
published.

1963: President John F. Kennedy is assassinated in
Dallas, Texas. Lyndon Johnson is sworn in as
president.

1963-1966: Lyndon Johnson’s Great Society programs
are approved by Congress.

1964: President Johnson initiates tax cuts, following
through on a promise of President Kennedy’s.

1964: Johnson announces the War of Poverty.

1964: The Volunteers in Service to America (VISTA)
is created.

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



1964: Lyndon Johnson goes before Congress to speak
in favor of federal protection of civil rights,
publicizing his support to the American people.

1964: The Economic Opportunity Act passes Congress.

1964: The ‘‘freedom summer’” of 1964 brings
volunteers, both African American and white, from
the north to Mississippi in a drive to register African
Americans to vote. White repression of this campaign
leads to a number of murders of both African
American and white volunteers.

1964: The British rock group The Beatles make a tour
of the United States. Their immense success highlights
the growing importance in the economy of the youth
culture of the baby boomers.

1964: Responding to pressure from Lyndon Johnson,
Congress breaks a southern filibuster and passes the
Civil Rights Act of 1964, the first such effective
show of congressional power on the civil rights issue
since Reconstruction.

1964: After being told that North Vietnamese PT boats
had attacked the destroyer Maddox with torpedoes
in international waters, Congress passes the Gulf of
Tonkin Resolution, which gives the American
president the power to engage in hostile action to
protect American lives. President Johnson uses this
resolution to justify a massive commitment of troops
and a huge bombing campaign (called Rolling
Thunder) in North as well as in South Vietnam. The
Gulf of Tonkin Resolution becomes known as the
“‘blank check.”’

1964: Lyndon Johnson wins the presidential election
of 1964, convincingly beating Republican candidate
Barry Goldwater.

1964: The Berkeley campus of the University of
California is the site of the Free Speech Movement.

1965: The Immigration Reform Act does away with
the national origins aspects of previous immigration
acts. Under the new law, all candidates for
immigration are evaluated equally without regard to
the nation from which they came.

1965: The race riot in the Watts neighborhood of Los
Angeles tellingly describes the change in race relations
as the Civil Rights Movement moves out of the
south and into the north and west of the country.

1965: For the first time since Reconstruction the
Voting Rights Act of 1965 gives federal protection

Chronology

to people trying to register to vote or to exercise their
right to vote.

1965: Teach-ins on the war in Vietnam are staged on
college campuses.

1965: The United States sends combat troops to Vietnam
and begins a build-up which will peak in 1969 at
well over half a million troops.

1965: Ralph Nader publishes Unsafe at Any Speed, an
exposé of the General Motors Corporation and the
Corvair automobile.

1965: Anti-war protests begin on college campuses.
1965: Malcolm X is assassinated in New York City.
1966: Medicaid is enacted.

1966: Huey P. Newton and a handful of other militants
in Oakland, California, form the Black Panther Party.

1966: Senator J. William Fulbright, chairman of the
Senate Foreign Relations Committee, begins to hold
open hearings on the war in Vietnam.

1966: Partly in reaction to the disturbances on the
state’s college campuses and in the ghettos, Ronald
Reagan is elected governor of California.

1966: The National Organization for Women is formed.

1966: The U.S. Supreme Court decides Miranda v.
State of Arizona, defining new standards for the
protection of the rights of criminal suspects.

1967: Thurgood Marshall becomes a justice on the
U.S. Supreme Court.

1967: An anti-war march on the Pentagon takes place.

1967: A police raid on an after-hours tavern leads to a
race riot in Detroit, in which 43 people die, mostly
from rifle fire by National Guard troops.

1967: Martin Luther King, Jr., speaks on Vietnam.
This transforms King into more than a spokesman
on civil rights. By linking the war with the situation
of African American people King may have been
elaborating a platform from which to address the
entire nation.

1968: The Tet offensive by Viet Cong communist
guerillas in South Vietnam occurs, taking the United
States and South Vietnam by surprise. Although a
military catastrophe for the Viet Cong, the Tet
offensive demonstrates the will of communists in
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Vietnam to continue fighting and successfully
undermines support for the war in the United States.

1968: The Youth International Party (YIPPIES) is
founded. The YIPPIES’ threats to run naked through
the streets of Chicago during the national Democratic
Convention and to spike the Chicago water supply
with hallucinogenic drugs struck most mainstream
Anmericans as both incomprehensible and outrageous.

1968: Skewered by his inability to extricate the country
from the twin crises of Vietnam and mounting racial
antagonism, on March 31, 1968, President Lyndon
Johnson announces his decision to not seek the
Democratic Party nomination for reelection.

1968: The My Lai massacre of 200 Vietnamese civilians
becomes public knowledge. The killing of women,
children, and the elderly by U.S. soldiers under the
command of Lieutenant William Calley is brought
to light through the actions of a helicopter pilot who
intervened to prevent further bloodshed and an army
photographer who took pictures of the carnage.

1968: Martin Luther King, Jr., is assassinated.

1968: Robert Kennedy, brother of John F. Kennedy
and a candidate for the Democratic nomination for
president, is assassinated.

1968: The Democratic National Convention in Chicago
takes place in the midst of a violent confrontation
between thousands of anti-war demonstrators and
the Chicago police department, some of which is
broadcast on live television.

1968: George Wallace founds the American
Independent Party and in the election of 1968 pulls
votes away from Hubert Humphrey, the Democratic
Party candidate for president.

1968: Richard M. Nixon is elected president.

1969: President Nixon begins withdrawing U.S. troops
from Vietnam.

1969: The Woodstock rock festival takes place.

1969: Senator George McGovern is appointed head of
the Democratic Party’s Internal Rules Reform
Committee.

1969: Neil Armstrong, a U.S. astronaut, becomes the
first human being to walk on the moon.

1969: The Stonewall riot in New York City signals the
beginning of the openly public gay rights movement.

1970: President Nixon authorizes the invasion of
Cambodia to constrict supply lines from North
Vietnam to South Vietnam.

1970: At Kent State University in Ohio, National
Guard troops fire on Vietnam war protesters, killing
four. AtJackson State University in Mississippi, two
African American civil rights protesters are shot to
death by police.

1970: The Environmental Protection Agency is created.

1970: The Occupational Safety and Health Agency
(OSHA) is created.

1971: The New York Times publishes the Pentagon
Papers. They reveal that during the Johnson
administration the Department of Defense deliberately
lied to the public about the effectiveness of U.S.
policy in Vietnam.

1970-1971: To curb inflation, President Nixon submits
the Economic Stabilization Act of 1970 to Congress;
the act imposes a ninety-day freeze on all wages and
prices.

1972: President Nixon begins revenue sharing.
1972: Congress approves the Equal Rights Amendment.

1972: The Committee to Re-elect the President
(CREEP) is formed.

1972: The SALT I treaty is signed. This treaty between
the United States and the Soviet Union freezes the
total number of intercontinental ballistic missiles at
existing levels. The treaty says nothing about the
implementation of new types of weapons such as
missiles with multiple warheads or missiles on
submarines.

1972: President Nixon visits communist China, an
historic first which not only opens the possibility of
exporting consumer durable goods to this vast new
market, but also offers the strategic opening of
further splintering the Sino-Soviet bloc.

1972: The United States risks a hostile Soviet reaction
with the mining of Haiphong Harbor in North
Vietnam.

1972: A break-in is discovered at the Democratic
Party headquarters in the Washington, D.C.,
Watergate office complex.

1972: President Nixon is reelected.
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1972: President Nixon orders an unusually heavy
bombing of North Vietnam during the Christmas
holidays.

1973: A woman’s right to end pregnancy by abortion
is upheld by the Supreme Court in Roe v. Wade.

1973: Vice President Spiro Agnew resigns, leaving
office under a cloud of suspicion concerning his
involvement in bribery and kickback deal while in
the office of vice president and while governor of
Maryland.

1973: The Vietnam Peace Treaty signed.

THE CONTEMPORARY WORLD,
1973-PRESENT

1973: Members of the American Indian Movement
(AIM) hold a demonstration at Wounded Knee.

1973: The Paris Peace Accords allow the United
States to withdraw from Vietnam, but fighting
continues between the South Vietnamese government
and the communists.

1973: The Yom Kippur War occurs. Israel is able to
recover from the surprise attack and defeat the
Egyptian forces in the Sinai peninsula. The United
States intervenes to re-establish balance in the region,
rather than support an unqualified Israeli victory.

1973: In response to the Yom Kippur War, the Oil
Producing and Exporting Countries (OPEC) cartel
imposes an embargo on shipments of oil to the
United States from 1973 to 1974. This embargo
forces the United States to confront its dependence
on foreign sources of oil.

1973: The Watergate scandal turns into a national
crisis of authority.

1974: Gerald Ford is appointed to fill the unfinished
term of President Nixon’s previous vice president,
Spiro Agnew.

1974: Congress begins impeachment proceedings
against President Nixon for participating in a cover-
up of the Watergate burglary of the National
Democratic Party headquarters in 1972.

1974: OPEC raises the price of crude oil.

1974: President Nixon resigns and Gerald Ford becomes
president. President Ford soon pardons Nixon of any
crimes he may have committed.

Chronology

1974: The Supreme Court rules in Bradley v. Milliken
that cross-district school busing is not a proper
remedy for segregation in the schools.

1974: Inflation and unemployment (‘‘stagflation’”)
begin to plague the U.S. economy.

1975: South Vietnam is defeated by communist forces
and the nation is reunited under the leadership of the
Communist Party of Vietnam.

1976: Democrat Jimmy Carter wins the presidential
election against Republican Gerald Ford.

1976: Chinese communist leader Mao Zedong dies.

1977: President Carter pardons Vietnam-era draft
resisters.

1977: The Department of Energy is created.

1977: President Carter negotiates the end of the 100-
year lease on the Panama Canal and the return of the
canal to the government of Panama.

1978: The Supreme Court rules on affirmative action
in the case of Bakke v. University of California. The
ruling does not terminate affirmative action, but it
does limit the use of quotas to attain affirmative
action goals.

1978: Proposition 13, a referendum rolling back
property taxes, passes in California, signifying the
arrival of a grassroots tax revolt.

1978: The Panama Canal Treaty is ratified.

1978: In October 1978 Congress passes and President
Carter signs the Airline Deregulation Act. This actis
a sign of the general move towards deregulating
industries that had prospered for decades under the
protective wing of the regulated sector of the
economy. The result of airline deregulation, as was
also the case in trucking and telecommunications,
was the sudden destabilization of rates and carriers
and labor relations in the airline industry.

1978: The federal government bails out the ailing
Chrysler Corporation with a $1.5 billion loan. The
company recovers and pays the loan back early.

1978: The United States normalizes diplomatic relations
with China, which is now led by Deng Xiaoping.

1978-1979: President Jimmy Carter acts as a go-
between in the Camp David talks between Egyptian
President Anwar Sadat and Israeli Prime Minister
Menachem Begin. The talks produce the Camp
David Accords, a peace treaty between Israel and
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Egypt that ends 31 years of warfare. The achievement
also solidifies the reputation of Jimmy Carter as a
skilled negotiator.

1979: The Three Mile Island nuclear power plant
suffers an accident and damages the public perception
of the safety of nuclear power.

1979: The shah of Iran, a long-time U.S. ally, is
deposed by Islamic fundamentalists. Islamic militants
soon seize 53 hostages at the American embassy.
The hostage takers demand the return of the shah to
face trial. The shah, who is undergoing unsuccessful
cancer treatment in the United States, is exactly the
kind of westernized and cosmopolitan national leader
that the Islamic militants despise. The hostage crisis
continues to the end of Carter’s presidency.

1979: President Carter negotiates SALT II, a second
arms limitation agreement with the Soviet Union.

1979: The first national march on Washington, D.C.,
for gay and lesbian rights attracts 100,000 participants.

1979: In Nicaragua, the leftist Sandinista rebels succeed
in driving the Somoza family from power and set up
a reform-minded regime with close ties to Cuba.

1979: The Soviet Union invades Afghanistan in what
many Americans see as an attempt to secure access
to the massive oil supplies of the Persian Gulf. The
invasion leads President Carter to withdraw the
SALT II treaty from the Senate without ratification,
and contributes to an already worsening relationship
between the United States and the Soviet Union.

1980: During the 1980s the number of Asian legal
immigrants to the United States exceeds the number
of Hispanic legal immigrants.

1980: Cuban ‘‘boat people,”’ the Marielitos, flood
Florida.

1980: The United States boycotts the 1980 Olympics
in Moscow.

1980: Ronald Reagan beats Jimmy Carter in the 1980
presidential election.

1981: On the same day Ronald Reagan is inaugurated
as president, the American hostages in Iran are
released.

1981: Ronald Reagan fires the air traffic controller
members of the PATCO union for going on strike,
citing the fact that as civil service employees they
did not have the right to strike. This action encourages
a ‘‘get tough’’ attitude which became the hallmark

of labor-management relations

Reagan years.

during the

1981: Sandra Day O’Connor is appointed to the U.S.
Supreme Court as its first female justice.

1981: Reagan convinces Congress to agree to substantial
tax reductions and to also cut the federal budget
in many areas. Defense spending is increased
substantially, however, leading to large budget deficits
throughout the Reagan administration.

1981: The United States begins supporting the Contra
anticommunist rebels in Nicaragua.

1981: The AIDS epidemic makes its first appearance
in the United States.

1982: The Equal Rights Amendment to the Constitution
fails to be ratified by the states.

1982: The economy falls into deep recession.
1982: National unemployment reaches 11 percent.

1982: The United States invades Grenada when a
leftist group of rebels with ties to Cuba seizes
control of the state.

1982: The recession brings inflation down as a weak
market depresses prices; subsequently, interest rates
begin to drop, and the economy rejuvenates itself
with fresh inflows of capital.

1982: The nuclear freeze movement builds upon a
popular fear of nuclear war.

1982: United States troops are killed in a truck bombing
in Beirut, Lebanon.

1982: President Reagan strongly advocates the
development of a so-called ‘‘Star Wars’’ nuclear
defense system (orbiting satellites with laser guns to
shoot down incoming ballistic missiles before they
reenter the Earth’s atmosphere). Despite scientific
criticism, billions of dollars are spent on the Strategic
Defense Initiative during the Reagan administration.
The program fails to produce a working defense
system.

1983: A pastoral letter on nuclear war is released by
the Catholic bishops in the United States.

1983: The unemployment level stands at 10.2 percent.
1984: Unemployment is at 7.1 percent.

1984: The fear of urban violence and the availability
of handguns leads to more urban violence. When

liv
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four African American youths try to shake down
Bernard Goetz in a New York City subway, he pulls
out a gun and shoots them.

1984: Geraldine Ferraro receives the Democratic Party’s
nomination for the vice presidency.

1984: Reagan is reelected president, defeating Democrat
Walter Mondale.

1985: Mikhail Gorbachev becomes head of the
Communist Party and the Soviet government. He
ushers in the period of glasnost (open discussion) in
the Soviet Union.

1985: Homeless ‘‘street people’’ become a familiar
sight in most big cities.

1985: Crack cocaine becomes the drug of choice on
the U.S. illegal drug market.

1986: The Iran-Contra scandal, in which Iran was
supplied with U.S. weapons in return for the Iranian
contribution to the right-wing Contra rebels fighting
a guerilla war against Nicaragua’s Sandinista
government is revealed.

1987: U.S. bombers strike Libya in an effort to ‘‘take
out”’ Libyan President Muammar al Qaddafi, widely
held to be engaged in state-supported terrorism.

1987: The Iran-Contra hearings determine that President
Reagan was not involved in the Iran-Contra dealings,
but several of his senior staff members are prosecuted.
The scandal undermines public confidence in
government.

1987: Although the economy is recovering from
recession, investor psychology is still shaky, and a
508-point drop occurs on the New York stock market
in one day.

1988: Republican George Bush and his running mate,
Dan Quayle, defeat Democrat Michael S. Dukakis
and Geraldine Ferraro in the 1988 presidential
election.

1988: The Soviets agree to withdraw from Afghanistan.

1989: Germany begins to reunify as the Cold War
grinds to an end. The Berlin Wall is dismantled, and
the communist parties of Eastern and Central Europe
are weakened. Rather than maintain the safety net
features of socialist societies, these nations attempt
the difficult transition to free-market economies.

1989: On March 1989 the Exxon oil tanker Exxon
Valdez runs aground in Prince William Sound, Alaska.

Chronology

Eleven million gallons of oil befoul 728 miles of
coastline.

1989: Pro-democracy demonstrators in Tiananmen
Square in Beijing, China, are shot down at the order
of the Chinese government.

1989: After Panamanian troops harass several U.S.
soldiers and kill one of them, the Bush administration
sends 12,000 U.S. troops to Panama to arrest its
dictatorial leader, Manuel Noriega, a former informant
for the CIA, so that he can be tried on drug trafficking
charges.

1990: The system of apartheid begins to fall apart
in South Africa. The United States has taken a
strong position against apartheid since the U.S. Civil
Rights Movement demanded, in protest, that U.S.
companies divest themselves of stock in South African
companies.

1990: Congress passes and the president signs the
Americans with Disabilities Act.

1990: In spite of his campaign promise, ‘‘Read My
Lips: No New Taxes,”” and in light of burgeoning
budget deficits, President George Bush raises taxes.

1990: The U.S. economy slips into recession.

1991: In the Persian Gulf War, the United States and
its allies rain destruction on the armed forces of Iraq.
The small but oil-rich nation of Kuwait which Iraq
had occupied, is liberated.

1991: President George Bush nominates African
American conservative jurist Clarence Thomas to
the Supreme Court, only to be confronted with the
testimony of Anita Hill, who alleges that in a previous
job Thomas persistently subjected her to sexual
harassment. Most senators vote to confirm Thomas.

1992: After the beating of an African American
motorist, Rodney King, by Los Angeles police, and
after the accused police officers are acquitted by an
all-white suburban jury, the city goes up in flames.
In the resulting race riot, the largest and bloodiest
in the twentieth century United States, over 50
people die.

1992: Democrat William Jefferson Clinton defeats
George Bush in the presidential election.

1993: Congress raises taxes to shrink the federal
deficit.
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1993: Congress ratifies the North American Free Trade
Agreement (NAFTA) which lowers tariffs, principally
with Mexico and Canada.

1994: Congress rejects President Clinton’s plan for a
national health care system.

1994: For the first time since 1952, the election
of 1994 gives the majority of both houses of Congress
to the Republican Party and brings in many new
Republican legislators pledged to shake up the
Washington establishment and to pass tax reductions
and term limits. Led by Congressman Newt Gingrich
of Georgia, the Republican Congress engages in
many political battles with President Clinton,
including one that shuts down the government for
several weeks.

1995: Perhaps as a result of a booming economy and
low levels of unemployment, the national crime rate
declines significantly.

1995: Congress passes and the president signs bills on
welfare-to-work, a minimum wage increase, and
minor reforms in the health care system.

1997: The Justice Department files an anti-trust lawsuit
against the Microsoft Corporation.

1998: Already under investigation for possible sexual
harassment and illegal real estate deals, President
Clinton denies reports that he engaged in a sexual
relationship with Monica Lewinsky, a former White
House intern. If true, the reports would mean that
Clinton lied under oath during investigations into
the sexual harassment suit brought by Paula Jones.

1998: President Clinton admits to having engaged in a
relationship with Monica Lewinsky which was ‘‘not
appropriate,”’ but denies that he lied under oath.

1998: Accusing him of perjury and obstruction of
justice, the U.S. House of Representatives votes
along party lines to impeach President Clinton.

1999: President Clinton is acquitted by the Senate,
which cannot muster a majority to convict him and
remove him from office—much less the required
two-thirds vote. The vote is largely along party lines.
No Democrat votes to convict.

Ivi
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ABOLITION

The Abolition movement wanted to put an end to
(abolish) slavery. The success of the anti-slavery cam-
paign in Great Britain, which prohibited the slave trade
in 1807, significantly strengthened the cause in the
United States. The U.S. government outlawed slave
trade the following year, and in the 1830s the revival of
evangelical religion in the North gave the movement to
emancipate African American slaves an even stronger
impetus. Those Abolitionists believed that it violated
Christian beliefs for one human being to own another.
They called for an end to slavery, although the system
was crucial to the agrarian economy of the south-
ern states.

Leaders of the abolition movement included jour-
nalist William Lloyd Garrison (1805-79), founder of
an influential anti-slavery journal; Theodore Dwight
Weld (1803-95), leader of student protests and organ-
izer of the American and Foreign Anti-Slavery Socie-
ty; and brothers Arthur and Lewis Tappan (1786—
1865; 1788-1873), prominent New York merchants
who co-founded the American Anti-Slavery Society.
Writers such as Harriet Beecher Stowe (1811-96),
author of Uncle Tom’s Cabin (1851-52), helped
strengthen the abolitionist cause and were instrumental
in swaying public opinion. But the nation remained
mostly split along North-South lines. A middle ground
was occupied by the Free-Soilers, who would tolerate
slavery in the South but believed it should not be
extended into new parts of the country. The slavery
controversy deepened with the Compromise of 1850,
which proved a poor attempt to assuage tensions. The
legislation was prompted by the question of whether
slavery should be extended into Texas and into territo-
ries gained in the Mexican War (1846-48). The Con-
gressional compromise allowed for Texas to be a slave
state. California was to be admitted as a free state
(slavery was prohibited). Voters in New Mexico and
Utah would decide the slavery question themselves,
while the slave trade was to be prohibited in Washing-
ton, DC. Congress also passed a strict fugitive slave

law. The question arose again in 1854 when Kansas
and Nebraska were added to the Union. Kansas became
a proving ground for both sides, but the slavery ques-
tion remained unresolved. In the hands of some activ-
ists the abolition movement became violent: In 1859
ardent abolitionist John Brown (1800-59) led a raid on
the armory at Harper’s Ferry (in present-day West
Virginia), which failed to emancipate slaves by force.
The slavery question for the South was not answered
until President Abraham Lincoln (1861-65) issued the
Emancipation Proclamation in January 1863. The Thir-
teenth Amendment, passed by Congress in January
1865, banned slavery throughout the United States.

See also: Emancipation Proclamation, Fugitive
Slave Act, Harpers Ferry Armory, Kansas-
Nebraska Act, Slavery, Thirteenth Amendment

ADAMS-ONIS TREATY

The Adams-Onis Treaty, officially called the Trans-
continental Treaty, was signed in 1819 by the United
States and Spain. The treaty, which was ratified on
February 21, 1821, settled boundary disputes between
the two countries. The terms of the earlier Louisiana
Purchase (1803) failed to specify fully the boundaries
of the territory that the United States had acquired from
France. Britain and the United States soon disagreed
over the Louisiana Territory’s northern boundary. Spain
and the United States reached an impasse over where
the boundary lay between the U.S. territory and Span-
ish America—Spain’s possessions in Florida, along
the Gulf Coast, and in the Southwest. The terms of the
Adams-Onis Treaty were negotiated by U.S. Secretary
of State (later elected president) John Quincy Adams
(1767-1848) and Spanish Minister to the United States
Luis de Onis (1762-1827). The treaty established the
line of demarcation between the new republic and
Spanish territorial claims. The countries agreed that the
western boundary of the United States began at the
mouth of the Sabine River (which today forms the
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border between western Louisiana and eastern Texas).
From there the boundary ran at a northwest angle until
it reached 42 degrees north latitude. It then followed
this line of latitude west to the Pacific Ocean. Territory
lying east and north of this line belonged to the United
States; territory lying west and south of this line
belonged to Spain. By this treaty the United States
gained all of Florida and a southern strip of Alabama
and Mississippi (collectively called the Old South-
west). Spain retained its claim to the Southwest, which
was roughly the area of present-day Texas, New Mexi-
co, Colorado, Utah, Arizona, Nevada, and California.
As part of the treaty, the United States agreed to pay $5
million in claims of U.S. citizens against Spain. The
claims were made by people who had settled Florida,
predominately the panhandle (then called West Flori-
da), while it was still a possession of Spain.

See also: Convention of 1818, Louisiana Pur-
chase, Manifest Destiny, Old Southwest

ADDAMS, (LAURA) JANE

(Laura) Jane Addams (1860-1935), a social re-
former, internationalist, and feminist, was the first
American woman to win the Nobel prize for peace.
Best known as the founder of Chicago’s Hull House,
one of the first social settlements in North America, she
was widely recognized for her numerous books and
articles, social activism, and international efforts for
world peace.

Addams was born in Cedarville, Illinois, on Sep-
tember 6, 1860, the eighth of nine children of Sarah and
John Huy Addams. When she was only two, her
mother died in childbirth. Her father, a prosperous
businessman and Illinois state senator, was a friend of
President Abraham Lincoln and a widely respected
leader in the community.

In 1881 Addams graduated from Rockford Col-
lege (then Rockford Women’s Seminary), the valedic-
torian of a class of 17. Over the next six years, while
intermittently studying medicine, she traveled and stud-
ied in Europe, battled an illness characterized by chronic
exhaustion, and underwent surgery for a congenital
spinal defect.

Confronted with the limited career opportunities
available to women in the late nineteenth century,
Addams searched for a way to be of service to society.
In 1888, at age 27, during a second tour of Europe, she
and a college friend, Ellen Gates Starr, visited a pio-
neering settlement house called Toynbee Hall in a
desperately poor area of London. This visit crystallized

Jane Addams.

in their minds the idea of opening a similar facility in
one of Chicago’s most underprivileged working-class
neighborhoods.

The two friends returned home to a city that
Lincoln Steffens, a famous writer of the period, de-
scribed as ‘‘loud, lawless, unlovely, ill-smelling, new;
an overgrown gawk of a village, the teeming tough
among cities.”” In 1889 Addams acquired a large,
vacant mansion built by Charles Hull in 1856 at the
corner of Halsted and Polk Streets. She and Ellen Starr
moved in and opened the doors of Hull House on
September 18, 1889.

The settlement house was an immediate success.
By the end of its second year, Hull House was host to
two thousand people every week and was soon famous
throughout the country. Journalists, educators, and
researchers came to observe its operations, well-to-do
young women gave their time and effort, and well-
known social workers and reformers lived at the settle-
ment and assisted in its activities.

Hull House eventually included 13 buildings and a
playground as well as a camp near Lake Geneva,
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Wisconsin. Facilities included a day nursery, a gymna-
sium, a community kitchen, and a boarding club for
working women. Among the services provided were
the city’s first kindergarten and day care center. Hull
House also offered college-level courses in various
subjects; training in art, music, and crafts; and the
nation’s first little theater group, the Hull House play-
ers. An employment bureau, an art gallery, and librar-
ies and social clubs for men, women, and children were
among other services and cultural opportunities of-
fered to the largely immigrant population of the
neighborhood.

As her reputation increased, Addams expanded
her vision to focus on many crucial social issues of the
time. Local activities at Hull House gave way to
national activities on behalf of the underprivileged. In
1906 she became the first woman president of the
National Conference of Charities and Corrections. She
led investigations on midwifery, narcotics consump-
tion, milk supplies, and sanitary conditions. In 1910
she received the first honorary degree ever awarded to
a woman by Yale University.

In 1914, at the onset of World War I (1914-1918),
Addams worked for peace, refusing to endorse Ameri-
can participation in the war. For her opposition, she
was expelled from the Daughters of the American
Revolution and widely attacked in the press. She
devoted herself to providing relief supplies of food to
the women and children of the enemy nations. In 1915
she accepted the chairmanship of the Women’s Peace
Party and, four months later, was named president of
the International Congress of Women. That organiza-
tion later became the Women’s International Peace
League for Peace and Freedom, of which Addams
remained president until her death.

In 1931, with Nicholas Murray Butler, Addams
was named a cowinner of the Nobel prize for peace.
Hospitalized for heart problems at the time of the
award ceremony, she was unable to deliver the Nobel
lecture in Oslo. She died in 1935 of cancer; appropri-
ately, her funeral service took place in the courtyard of
Hull House.

See also: Tenements
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ADVERTISING INDUSTRY

The earliest forms of advertising included simple
signs that merchants put over their doors to inform the
public about what was for sale inside. Posters, pam-
phlets, and handbills began appearing in England fol-
lowing the invention of movable type in Germany
around 1450. Advertising became a part of newspapers
when they first appeared in England in the seventeenth
century and in America at the beginning of the eight-
eenth century. Magazine advertising followed in the
early nineteenth century.

During the 1700s Great Britain made great ad-
vances in advertising. Handbills and trade cards were
common. A wide variety of goods were advertised. For
example, one of the most exciting subjects of advertis-
ing was the New World. Historians have commented
that posters and handbills lauding the wonders of the
New World may have hastened emigration there.

During the eighteenth century advertising could
be found in the British colonies in America—a practice
that, centuries later, achieved a great level of refine-
ment and popularity in the new nation. Advertising in
the colonies, however, initially had little impact. Since
America was predominantly wilderness and farm coun-
try, many people lived in comparative isolation. In
addition, ads appearing in newspapers were often illeg-
ible and poorly written.

Improvements in printing technology and a new
advertising philosophy led to advances in U.S. adver-
tising in the larger cities during the 1820s and 1830s.
New York’s penny press newspapers began to make
their advertising more understandable and accessible
to common readers. Finally in 1848 the New York
Herald began changing the newspaper’s ads daily.
This expansion created a need for advertising agencies.

Advertising agencies began to emerge in the Unit-
ed States in the 1840s. They sold space in newspapers
and magazines for commission. The commission sys-
tem allowed the agency to collect a fee for placing an
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Advertising Industry

ad in a given newspaper or journal. It became estab-
lished that agencies were compensated by their clients,
that is, agencies represented the newspapers and peri-
odicals in which advertising appeared. In 1875 George
Rowell, who pioneered buying advertising space in
bulk, announced that he would reverse the relationship
and act on behalf of the advertisers. Soon F.W. Ayer
introduced a new arrangement, the ‘‘open contract,”” in
which terms were vague, and the agency was permitted
to represent the advertiser over an indefinite period of
time. It created a dynamic, long-term relationship
between advertiser and agency that was generally
healthy for the industry.

Changes in the American marketing system in the
1880s made modern advertising models possible. Pre-
viously the market was dominated by wholesalers who
purchased goods in large lots and sold them in smaller
lots for a profit. During the 1880s, however, manufac-
turers of packaged goods began to package, brand, and
distribute their products throughout the country. This
change introduced a need for advertising on a national
level. These advertisers provided agencies with a new
set of clients with higher standards than those who sold
to only local markets. For example, packaged goods
manufacturers wanted their advertising to create a
bond of trust with the consumer, so their advertising
needed to be more truthful.

Throughout the nineteenth century the most wide-
ly advertised products were patent medicines. Even as
late as 1893 more than half of all advertisers who spent
more than $50,000 annually on advertising were patent
medicine manufacturers.

For firms making durable and non-durable goods
advertising served many purposes. It helped introduce
new products and suggested new uses for those already
existing. It could also reach new audiences to inform
them about established products that were unfamiliar
to them. Heavily advertised products were safer to
stock and easier to sell because advertising created
consumer demand and brand loyalty.

During the 1890s the advertising industry grew
dramatically. By 1897 more than 2,500 companies
were conducting large-scale advertising campaigns.
This expansion was the result of the increased use of
brand names and trademarks and growing newspaper
distribution. Copywriters also contributed to the growth.
In 1892 N.W. Ayer & Son agency in Philadelphia hired
its first copywriter to create an advertisement. Previ-
ously it had simply bought advertising space from
newspapers and magazines and sold it to advertisers.
Now agencies could provide both art and copy for their
clients.

In 1900 the major agencies included J. Walter
Thompson, N. W. Ayer & Son, and Lord & Thomas. In
the nineteenth century J. Walter Thompson had per-
suaded several literary magazines to carry advertising,
and by 1900 his agency was creating ads for thirty of
the most popular women’s and general interest month-
ly periodicals. J. Walter Thompson can be credit-
ed with transforming magazines into an advertis-
ing medium.

The Chicago agency Lord & Thomas, which later
became Foote, Cone & Belding, is credited with devel-
oping a now-common form of advertising that stressed
salesmanship. It originated with Albert Davis Lasker,
who joined the agency in 1898 and was its sole owner
from 1912 to 1942. Lasker, along with copywriter John
E. Kennedy, were the founders of the ‘‘reason-why’’
school of advertising. Until its advent, the industry was
mainly concerned with keeping the client’s name be-
fore the public. Lasker innovated by adding the ele-
ment of persuasion (stressing benefits to the consum-
er). He argued that an advertisement must give the
consumer a specific reason for buying a product. This
new approach later earned him the title, ‘‘the father of
modern advertising.”’

During the 1920s the introduction of radio in the
United States gave advertising an impetus that carried
it through the Great Depression (1929-1939) and World
War II (1939-1945). When radio was first introduced,
many people felt that radio advertising should be
prohibited. This view was supported by then Secretary
of Commerce Herbert Hoover (1874—1964). By the
end of the decade, however, advertisers began to use
radio’s advantages as an advertising medium by inject-
ing elements such as drama and immediacy into
commercials.

With the formation of the NBC and CBS radio
networks in 1926 and 1927, respectively, radio became
an important medium for advertisers. Ad agencies
created nighttime radio programs as a way to commu-
nicate their client’s message. They also created day-
time radio dramas that became known as ‘‘soap oper-
as’’ (a term that was first applied to the dramas created
for consumer product giant Proctor & Gamble).

During the 1920s advertising agencies were trans-
formed into professional organizations offering spe-
cialized services. Market research was used to gain a
better understanding of the prospective audience, and
agencies developed separate departments and operat-
ing units, including research and art departments (which
were added to complement copy-writing services). Ad
budgets soared.
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Following World War II, the introduction of tele-
vision laid the foundation for an advertising boom in
the 1950s. By 1948 one million U.S. homes had
television sets; the first coast-to-coast network was
established in 1951. It was a period marked by numer-
ous changes: ad agencies added more staff; new agen-
cies were formed; mergers strengthened those already
existing. From 1950 to 1980 advertising expenditures
increased tenfold.

After World War II the U.S. advertising industry
began spread throughout the world. American compa-
nies began to sell again to markets that they had entered
before the war and compete in new ones. Offices were
set up abroad, and the major agencies became multina-
tional to serve their multinational clients such as Coca-
Cola, Ford Motor Company, Eastman Kodak, General
Foods, and many others. In the 1980s and 1990s, U.S.
advertising came to dominate the international market.
There were, however, some notable exceptions. For
example, London’s Saatchi & Saatchi, became a giant
by acquiring smaller shops located in strategic cities
around the world. The Dentsu agency was the principal
company in Japan. France also had its own dominant
agencies.

By 1980 U.S. advertising expenditures were more
than $55 billion, or about two percent of the gross
national product. Sears, Roebuck and Co. was the
nation’s largest advertiser, spending $700 million in
national and local advertising. From 1976 to 1988 U.S.
spending on advertising grew faster than the economy
as a whole. TV advertising was mainly responsible for
this growth. In 1988, as the country began slipping into
an economic recession, there was a slowdown in adver-
tising spending. U.S. ad spending would not recover
until 1993, when U.S. advertising spending reached
$140.6 billion.

At the time of the economic recession industry
analysts began to question the effectiveness of tradi-
tional advertising to sell products and services. They
offered several possible explanations: consumers were
becoming less receptive to the continual barrage of
advertising messages, and they grew more price con-
scious and less brand loyal.

Technological innovations also had an impact on
traditional advertising. The proliferation of alternative
communication, including the rise of cable television,
changed the way advertisers could reach their audi-
ence. Advanced market research techniques allowed
companies to gather a wealth of data about their
customers and consumers in general. This data could
be effectively used to create a database marketing
program. Direct marketing increased in usage and

Advertising Industry

popularity. In addition to traditional advertising, cli-
ents began demanding agencies provide integrated
marketing programs that combined a variety of ele-
ments such as direct mail, direct response, database
marketing, coupon redemption, in-store promotions,
and other, similar techniques. Although large advertis-
ing agencies could offer their clients a range of market-
ing services, smaller agencies seemed better able to
adjust to the changing marketing needs of their clients.
This ability made smaller agencies the fastest-growing
segment of the advertising industry in the early 1990s.

In spite of the growth of smaller agencies, adver-
tising in the 1990s was dominated by large marketing
conglomerates that owned several well-known adver-
tising agencies. These conglomerates were formed
through acquisitions and mergers. The largest included
WPP Group PLC (which, among others, owned ad
agencies J. Walter Thompson and Ogilvy & Mather);
Omnicom Group Inc. (which held BBDO Worldwide
Network and DDB Needham Worldwide Network and
several independent agencies); Interpublic Group of
Companies (whose holdings included McCann-Erickson
Worldwide, Lintas: Worldwide, Dailey & Associates,
and The Lowe Group); and True North Communica-
tions Inc. (which, among other agencies, owned Foote,
Cone & Belding and Bozell, Jacobs, Kenyon, &
Eckhardt Inc.).

FURTHER READING

Applegate, Edd. Personalities and Products: A His-
torical Perspective on Advertising in America.
Westport, CT: Greenwood Press, 1998.

Fox, Stephen. The Mirror Makers: A History of Ameri-
can Advertising and its Creators. New York: Mor-
row, 1984.

Goldsborough, Robert. ‘“The Postwar Era, 1945-1950.”
Advertising Age, July 31, 1995.

Lears, Jackson. Fables of Abundance: A Cultural His-
tory of Advertising in America. New York: Basic
Books, 1994.

Lockwood, Lisa. ‘‘“The Image Makers.”” WWD, Sep-
tember 28, 1998.

Norris, James D. Advertising and the Transformation
of American Society, 1865-1920. New York: Green-
wood Press, 1990.

Perlongo, Bob. Early American Advertising. New York:
Art Direction Book Co., 1985.

Sivulka, Juliann. Soap, Sex, and Cigarettes: A Cultural
History of American Advertising. Belmont, CA:
Wadsworth Publishing Co., 1997.

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



Affirmative Action (Issue)

AFFIRMATIVE ACTION (ISSUE)

In 1996 a majority of Californians voted for Proposi-
tion 209, a state law which attacked affirmative action
programs by stating that race, sex, color, ethnicity, or
national origin could not be used to ‘grant preferential
treatment’’ in the areas of ‘public employment, public
education, or public contracting.”” The Civil Rights
Initiative (CCRI) organized the campaign. A mem-
ber of the University of California Board of Re-
gents argued that affirmative action programs, in place
since the 1960s, have hurt more than helped African
Americans.

Clearly, the political atmosphere had changed
dramatically in the United States since the Civil Rights
Act of 1964 and the Voting Rights Act of 1965. These
measures inaugurated a massive campaign to disman-
tle legal segregation and to protect the rights of African
Americans under federal law. A decade earlier the
Supreme Court handed down the landmark case of
Brown v. Board of Education (1954). In the Brown
case a unanimous Court ruled that state and local
governments could no longer maintain racially segre-
gated educational institutions. The Court argued that
schools separated by race would always create inferior
institutions for black children because isolation ‘‘gen-
erates a feeling of inferiority as to their status in the
community that may affect their hearts and minds in a
way unlikely ever to be undone.”’

In a commencement address at Howard University
in June 1965, President Lyndon B. Johnson (1963—
1969) stated that guaranteeing basic equal freedoms
was not enough; the nation also had to work toward an
“‘equality of result.”” However, in a legislative com-
promise, the actual Civil Rights Act of 1964 disavowed
using quotas as an anti-discrimination measure. In
September 1965, President Johnson issued Executive
Order (EO) 11246, which required employers to search
aggressively for qualified minority applicants through
such methods as advertising and recruitment in minori-
ty communities. It did not establish a means of enforce-
ment to ensure candidates were now considered in a
““color-blind’’ pool of applicants. In addition, EO
11246 did not include gender discrimination, which
would be added a few years later.

The willingness of the public to provide a level
playing field to the disadvantaged was again under-
mined in the 1970s and 1980s when economic reces-
sions created a tight labor market. More of the nation
began to view job opportunities as a zero-sum game.
This perspective suggested that when an individual
belonging to a minority was hired under affirmative

action, someone else, probably a white male, was
disqualified. As this kind of attitude towards affirma-
tive action became more pervasive, the Supreme Court
in 1977 took up a case that addressed ‘‘reverse dis-
crimination:”” Regents of the University of California
v. Bakke (1977). Allen Bakke and other higher-ranked
white applicants were rejected from the University of
California Davis Medical School and argued they had
been discriminated against in order to fill a given
number of slots with minority applicants. In a majority
decision the Supreme Court struck down U.C.-Davis’s
racial-quota system and ordered Bakke admitted. How-
ever, the Court also found that it was acceptable to take
race into account as a positive factor in admissions as a
way to create a diverse student body. Affirmative
action as a system remained intact although institutions
were no longer allowed to blatantly use quotas to
enforce desegregation.

Some critics of affirmative action want it abol-
ished altogether. They argue that the programs hurt
those they intend to help by implying the inferiority of
African Americans through the hiring or admitting of
less qualified black candidates to jobs and colleges.
Opponents of affirmative action claim that these pro-
grams lead African Americans to think of themselves
as victims of pastracial injustices rather than to encour-
age self-reliance. In addition, critics claim that the
country needs ‘‘color-blind’’ policies. In their eyes,
affirmative action has already done away with the
discriminatory policies and practices that existed prior
to the concrete gains of the Civil Rights Movement of
the 1960s. Other scholars, such as William Julius
Wilson, argue that we need ‘ ‘race-neutral’” affirmative
action. Rather than help the majority of poor African
Americans, Wilson claims affirmative action aids mostly
upper stratum African Americans and other minorities.
He argues that programs based on socio-economic
status would provide opportunities to those who most
need it in U.S. society including poor whites.

Critics often misrepresent affirmative action in the
heated debate. First, the public debate about the issue
has been misrepresented solely as a *‘black and white’’
issue, even though women and Latinos are important
beneficiaries of the opportunities afforded under af-
firmative action programs as well. In addition, anec-
dotal evidence is usually used when instances of re-
verse discrimination are noted. However, in general,
companies and colleges often have to decide between
white men and African Americans or women who are
equally qualified, and race and gender serves as a tie-
breaker.

On the other side of the debate, affirmative action
supporters provide four major reasons why affirmative
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action is not only necessary but needs to be strength-
ened. They say African Americans in the United States
were historically harmed by racism and slavery. His-
torical oppression makes it necessary to give African
Americans a head start, leveling the playing field and
providing everyone with a fair opportunity. In a 1965
speech President Lyndon Johnson (1963-1969) sup-
ported this position, making an analogy to a running
event, saying that if one runner got ahead of another
whose legs were shackled together, it would be unfair
merely to remove the shackles. Instead, in order to
ensure a fair race, the shackled runner must be allowed
to make up the ‘40 yards’’ he lost while in chains.

IN A COMMENCEMENT ADDRESS AT HOWARD
UNIVERSITY IN JUNE 1965, PRESIDENT
LYNDON B. JOHNSON STATED THAT
GUARANTEEING BASIC EQUAL FREEDOMS
WAS NOT ENOUGH; THE NATION ALSO HAD
TO WORK TOWARD AN “EQUALITY OF
RESULT.”

Another argument in support of affirmative action
is that it is needed to overcome the racism still evident
in the workplace and education system. Although the
number of wealthy and middle class African Ameri-
cans has increased greatly since the 1960s, a ‘‘glass
ceiling’’ still remains as an obstacle to the advance-
ment beyond entry-level jobs for most black men
and women.

The third reason given for the need for affirmative
action is that it increases diversity at jobs and colleges.
By working and studying next to people from diverse
backgrounds, some corporate leaders and college ad-
missions officers argue, workers become more produc-
tive and students learn more from experiencing differ-
ent perspectives and cultures. Supporters of affirmative
action also suggest that companies can serve their
customers better by including more personnel with
diverse backgrounds in their decisions.

The fourth argument for these programs is that a
social need is addressed by hiring minorities through
affirmative action. For example, an African American
doctor who grew up in a poor neighborhood might
decide to go back and serve the community with his or
her medical degree. A good example is the doctor who
was admitted to medical school in the place of Allen
Bakke. Dr. Patrick Chavis is an obstetrician gynecolo-
gist with a practice that serves mostly Medicaid pa-
tients in a poor neighborhood in Los Angeles. Another
example of the way social needs may be met is that an
African American female scientist is more likely to
pursue research interests that may improve the health

Affirmative Action (Issue)

of black women, historically neglected as research
subjects, than would a white researcher.

Several conclusions can be drawn about affirma-
tive action despite its controversial nature. First, dis-
crimination and racism still operate in the workplace
and the education system in the United States. Second,
countless African Americans, women, and Latinos
have benefited from a higher education and higher
income by taking advantage of affirmative action pro-
grams. Third, the benefits to society in raising the
income and educational level of minorities outweigh
the rarer instances of ‘‘reverse discrimination’” which
take place.

On the other hand, since the original purpose of
the civil rights movement was to remove barriers based
on race, creed, etc., affirmative action seems to many
like a step backward that breeds its own injustice. They
maintain that it is as unfair to discriminate against
European Americans as it was to discriminate against
African Americans, and the children are not responsi-
ble for the sins of their parents. It is not the state’s job to
redress the wrongs of history but to provide equal
justice for all. According to this view, society is best
served by treating everyone impartially, and in the long
run talent will receive its reward. This argument has
had the better of it in the public debate, because the
national trend since the 1980s has been to reverse
policies which overtly favor minorities, women, and
the disadvantaged.

See also: Civil Rights Movement, Jim
Crow Laws
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Africans Arrive in Virginia, 1619

AFRICANS ARRIVE IN
VIRGINIA, 1619

One stormy day in August of 1619 a Dutch man-
of-war with about 20 Africans on board entered port at
the English colony of Jamestown, Virginia. Little is
known of these newly arrived people: the first Africans
to set foot on the North American continent. At this
time the slave trade between Africa and the English
colonies had not yet been established, and it is unlikely
that the 20 or so newcomers became slaves upon their
arrival. They were perhaps considered indentured ser-
vants, who worked under contract for a certain period
of time (usually seven years) before they were granted
freedom and the rights accorded to other settlers. Their
historic arrival, however, marked the beginning of an
atrocious trend in colonial America, in which the
people of Africa were taken unwillingly from their
motherland and consigned to lifelong slavery. The
robust economic growth of the English colonies was
caused largely by this exploitative institution.

Many scholars agree that the captain and crew of
the Dutch ship stole their valuable human cargo from
the San Juan Bautista, a Portuguese merchant-slaver
that had been making its way from the West African
port town of Luanda, Angola to Vera Cruz. The raid of
the Portuguese ship took place on the high seas and
when the Dutch adventurers arrived in Virginia they
traded the Africans to Jamestown settlers in exchange
for food. If these Africans indeed hailed from Luanda,
which was then the newly established capital of the
Portuguese colony of Angola, it is likely that they had
been trading with Europeans for years, that they spoke
a language in common with these Europeans, and that
they were Christians. It is possible that these character-
istics enabled them to escape a life of slavery, which
was to become the fate of the more ethnically and
linguistically diverse groups of Africans that arrived in
North America in later years.

The social status of the first Africans in James-
town was confusing, and perhaps deliberately ambigu-
ous. Records from 1623 and 1624 list the black inhabi-
tants of the colony as servants, not slaves. In these same
records, however, white indentured servants are listed
along with the year in which they were to attain
freedom; no such year accompanies the names of black
servants. Freedom was the birthright of William Tuck-
er, the first African born in the colonies. Yet court
records show that at least one African had been de-
clared a slave by 1640, the year that slavery was
officially instituted in Jamestown. After the legaliza-
tion of slavery by the Virginia colony, the African
population began to rise slowly and steadily. The

Whatever the status of these first Africans to
arrive at Jamestown, it is clear that by 1640,
at least one African had been declared a slave.
This African was ordered by the court ‘‘to
serve his said master or his assigns for the
time of his natural life here or elsewhere.’’

PBS Online, Africans in America: America’s Journey
Through Slavery, 1998

number of blacks increased from 23 in 1625 to ap-
proximately three hundred in 1650.

Economic interests propelled the rise of slavery
throughout the seventeenth century in colonial Virgin-
ia, where tobacco was the cash crop that held the
promise of wealth. At first settlers in the colonies
looked to England for workers. Arriving from overseas
English laborers cleared the fields for the planting and
harvesting of tobacco, which sold for a high price in the
1620s and 1630s. The influx of a British workforce,
however, did not last; in the 1660s the price of tobacco
plummeted, and the Great Plague diminished Eng-
land’s population. After a fire devastated London, the
reconstruction of the city created jobs for laborers, who
preferred to remain at home. When these events led the
colonial settlers to look elsewhere for field workers,
they resorted to the slave trade, which had been active
in Europe since the Portuguese first explored the
African coast in the fifteenth century.

Tobacco, coffee, sugar, and rice were the colonies’
chief exports, and the production of these cash crops
required a hearty and dependable workforce. Mean-
while the contracts of indentured servants were expir-
ing, depleting the plantations of laborers. Attempts
were made to enslave Native Americans, but these
were largely unsuccessful. The settlers found it diffi-
cult to subdue the Native American people, who knew
the land and who lived in unified communities that had
the means of self-defense. The European slave trade
provided New World settlers with culturally disparate
African captives who had been forcibly uprooted from
their homeland and stripped of their ability to defend
themselves. Although many Africans rebelled and re-
sisted enslavement, most found themselves unable to
escape the bondage that was to be their tragic fate.

Less than one hundred years after the arrival of the
first Africans in Virginia the institution of slavery was
firmly in place. By the turn of the eighteenth century
more than a thousand Africans were arriving each year
via merchant-slave ships. Sea routes were established:
Sailors voyaged from England to Africa, where they
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The first Africans arrived in the American colonies in 1619. By
1640, the institution of slavery was officially established in at
least one of the colonies.

offered goods in exchange for slaves, then departed for
the New World colonies where settlers purchased the
slaves and put them to work. While colonial America
profited from the Africans’ labor, the slave trade be-
came a tremendously lucrative business in itself. At the
expense of a people held captive, colonial America’s
plantation economy and the slave trade industry flour-
ished for many years to come.

See also: Slavery, Sugar, Tobacco, Triangu-
lar Trade
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THE AGE OF REVOLUTION,
1763-1790 OVERVIEW

At the end of the French and Indian War (1754—
1763), British North America was a scattered patch-
work of individual colonies that had been allowed to
develop their own economic and political systems
during a previous 40-year period of neglect by the
government in London. By 1790, Americans had worked
together to end British rule, cooperated to form a
political union, created a centralized federal constitu-
tion, and were beginning to deal with the huge econom-
ic consequences and responsibilities of being a united
nation. In order to undergo such a transition, Ameri-
cans had to fight a bitter revolution and to endure
difficult economic changes that would shape their
country for decades to come.

Although the American colonies were primarily
agricultural, farming varied from region to region. In
the southern colonies, slave labor produced a large
surplus of tobacco and wheat for overseas trade, fre-
quently handled by wealthy Scottish merchants (called
““factors’”)who held monopolies licensed by the Brit-
ish crown. Slavery was present in the South and in
some of the northern colonies, like New York. It had a
different function there, however—many of the slaves
in New York City worked as domestic servants. In
general, slavery was much less important in other
colonies, like Pennsylvania, where smaller family farms
that produced goods mainly for their own use were
the norm.

With the exception of some areas of the mid-
Atlantic colonies, ordinary Americans owned land in
numbers that far exceeded their counterparts in Eu-
rope. Merchants in New England and in the port cities
of the middle colonies enriched themselves (and their
British counterparts) by importing and exporting rum,
ship masts, sugar, and tea, among other trade goods.
During the early 1700s the British government had
been content to let colonial economies develop on their
own because, even though the colonists dodged many
taxes, the mother country profited from colonial eco-
nomic activity and the colonies played an important
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THE ARTICLES OF CONFEDERATION
VS. THE CONSTITUTION

Under the
Articles of
Confederation:

Under the
United States
Constitution:

The Federal Government
is Empowered to:

Declare War and

make peace Yes Yes
Control foreign

affairs Yes Yes
Create a postal

system Yes Yes
Coin money Yes Yes
Impose taxes No Yes
Utilize state militia No Yes
Trade regulation No Yes
S;S;?T']ZE a court No Yes
Protect copyrights No Yes

Take other necessary
actions to manage No Yes
the federal government

This table highlights the different powers given to the federal
government by the Articles of Confederation and the U.S.
Constitution. The Articles of Confederation created a weak
central government, unable to deal with the nation’s economy.

part of the economic theory of mercantilism that de-
fined the relationship between governments and their
colonies.

The close of the French and Indian War brought
Great Britain’s ‘‘benign neglect’’ to an end. The Brit-
ish government spent more than one million pounds on
colonial defense during the war, and a series of new
activist Prime Ministers decided that the colonies should
bear a fair share of the taxes that would be needed to
pay back Britain’s war debt. Although the colonials
paid taxes that were at least 25 times lower than the
British living in England and only one-fifth that of the
Irish, they did not react well to attempts to raise their
taxes over the next ten years. The vast majority of the
colonial population were loyal British citizens, but
they had grown used to levying their own taxes in
local assemblies for the upkeep and improvement of
the colony.

Economic resistance sparked a movement for po-
litical change as colonists protested an increasingly
strict series of commercial laws and taxes passed by the
British Parliament between 1764 and 1774. The British
government attempted not only to control trade (which

they had done since the first Navigation Acts in 1651
and 1660). They also tried to raise taxes to pay off the
shortfalls in the British Exchequer and they passed
restrictions on colonial paper money that was virtually
worthless in Britain. The Sugar Act (1764) and the Tea
Act (1773) tried to increase revenue by taxing these
vital imports and they tried to stop smuggling. To do all
this they appointed Customs Agents and founded Ad-
miralty Courts. Another set of laws—the Stamp Act
(1765), the Townshend Revenue Acts (1767), and the
Declaratory Act (1766)—placed duties on a wide va-
riety of goods, such as legal documents, glass, and lead.
Parliament also restricted American trade outside the
British empire and declared Parliament’s authority to
legislate for the colonies ‘‘in all cases whatsoever.’’

Colonists resisted all of these measures through a
variety of means. Intellectuals like Philadelphia lawyer
John Dickinson wrote pamphlets denouncing Parlia-
ment’s right to tax without colonial representatives
giving their consent. Merchants and workingmen formed
paramilitary clubs called the Sons of Liberty. Crowds
of ordinary men and women harassed individual tax
collectors, held public protest meetings, and even
resorted to dumping East India Company tea into
Boston Harbor in December 1773 at the Boston Tea
Party. The ‘‘Committees of Correspondence’” encour-
aged communication among resistance leaders in dif-
ferent colonies, and after 1774 the First Continental
Congress organized boycotts of British luxury items
like tea and silk cloth.

Disagreements over economic issues led Ameri-
cans to begin to question the rationale of political
authority of Great Britain. When Parliament dissolved
the Massachusetts legislature, closed Boston Harbor,
shut down colonial courts, and quartered troops in
private homes in 1774, some Americans prepared to
take resistance to a higher level. The restrictive eco-
nomic policies, even though several of them had been
repealed, inspired colonists to work together as never
before, and reaction spread far beyond Massachusetts.
In the Quebec Act of 1774 the British tried to enforce a
previous restriction on American settlement west of the
Allegheny Mountains (designed to keep settlers from
clashing with Native Americans and to facilitate the
collection of taxes). This raised the ire of the frontier
population who, to that point, were largely indifferent
to the quarrels of their city cousins.

Though not all Americans agreed that greater
resistance was necessary, some colonists began to
stockpile weapons and to train for war. The conflict
turned violent on April 19, 1775, when British troops
were dispatched to capture weapons and agitators in
Lexington and Concord, Massachusetts. They met
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armed resistance from citizen militias. Meanwhile, a
revolutionary assembly called the Continental Con-
gress mobilized for armed conflict, and the American
Revolution (1775-1783) began.

In 1775 the Second Continental Congress—not
yet a proper national legislature—was ill-prepared to
finance a war. Although the Congress on July 4, 1776
produced a stirring Declaration of Independence based
on the ideas of representative government that had
been advanced by British philosopher John Locke, the
American Revolution had to confront a serious finan-
cial challenge. Seven years of warfare created both
economic problems and opportunities as the upheaval
of war affected the circumstances of individual Ameri-
cans. Loyalists who opposed the war and the secession
from Great Britain often found their property confis-
cated or destroyed by unsympathetic ‘‘mobs’’ or by
local governments. One hundred and eighty thousand
men volunteered for military service in the Continental
Army or the state militias. Women assumed control of
businesses and farms in unprecedented numbers while
their fathers or husbands were away. African American
slaves freed themselves from bondage by seeking
protection from the British Army or joining the Ameri-
can armed forces themselves. Farmers faced confisca-
tion of their property by foraging armies, especially as
the war shifted to the middle states and to the South.
Some city dwellers carried on business under enemy
occupation.

The government faced constant conflict over how
to finance the war and supply the military. The Conti-
nental Congress had no powers to enforce state tax
contributions to pay for the war, so they mainly solved
their financial difficulties through securing loans and
by printing money. Congress and the states ordered
almost $400 million worth of paper money to be
printed, despite the fact that hard currency reserves (the
gold and silver that was supposed to back up paper
currency at the time) probably never exceeded $30
million. The unfortunate result of so much paper cur-
rency was inflation, which continued throughout the
war. Financial problems persisted, although foreign
loans flowed in after France signed a treaty of alliance
with the United States in 1779. The national govern-
ment was almost bankrupt by 1780, and troops threat-
ened to mutiny over lack of pay just as the fighting
grew fiercer. Prominent Philadelphia merchant Robert
Morris was appointed superintendent of finance in
early 1781, and his efforts to shore up national credit as
well as his advocacy of a charter for the Bank of North
America probably helped the American army triumph
at the climactic Battle of Yorktown in October 1781.

The Age of Revolution, 1763-1790 Overview

Morris remained at the helm of the national economy
until the war was formally concluded in 1783.

Some individuals, such as ‘‘privateers’” who were
commissioned to capture British ships and keep the
profits for themselves, or merchants who charged
outrageous prices for food, profited from the war.
Others, mainly the poor or the Loyalists (who aban-
doned their houses and fled the country), suffered from
high prices or from the disruption that the war caused
to the agricultural economy. The British imposed a
blockade on the eastern seaboard and both imports and
exports declined. This led some enterprising merchants
in cities like Philadelphia to consider founding a manu-
facturing sector to produce goods that could no longer
be imported. State controls on prices and wages did
little to even out the economic effects of the war.

The relative weakness of the central government,
which Americans had chosen in reaction to British
rule, caused many financial difficulties during the
American Revolution that continued after the war. The
Articles of Confederation, which were proposed in
1777 as the United States’ first national written consti-
tution, called for a Congress in which each state had
one equal vote. But the problems with such an arrange-
ment became clear when the document itself was not
accepted by all the states until 1781. Under the Arti-
cles, the national government controlled credit and
could charter banks, but could not directly tax Ameri-
can citizens. Realizing that taxation would be neces-
sary to pay off war debt, Morris proposed an amend-
ment to the Articles that would have allowed Congress
to impose a 5 percent tax or ‘‘impost’’ on imports.
Even though by 1782 twelve states had ratified the
amendment, the proposal failed because Rhode Island,
the smallest state, refused to agree. Constant squab-
bling among the states, over western land claims and
other issues, contributed to continued financial chaos
throughout the 1780s.

The fact that the Revolution was not only a suc-
cessful rejection of British rule but also contained
elements of a social revolution became clear when,
after the war a new breed of leaders came to power in
the United States, particularly in state legislatures.
Businessmen, merchants, and even tradesmen who had
acquired a comfortable standard of living now ques-
tioned the traditional authority of the landed elite that,
in tandem with the British officials, had controlled
colonial American society. In the South, the slave-
holding class grew worried as the first organized
antislavery movement in American history took aim at
the basis of their wealth. Tenants in western New York
revolted against their landlords and demanded equal
opportunity to buy land. But although the Revolution
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was ‘‘made’’ through the blood and the sweat of
ordinary Americans, it was led by a class of entrepre-
neurs—the commercial and financial elite of New
England and Philadelphia as well as the rich, slave-
holding farmers of the South. These leaders of the
economy argued that the pursuit of profit was not
incompatible with the ‘‘virtuous’> American politi-
cal ideal.

Inflation continued after the war, and some people
began to view paper currency as almost worthless.
Other people, small farmers mostly, found it easier to
pay the mortgages with cheap money. Meanwhile, a
trade imbalance with Great Britain plunged the United
States, which still relied on the former ‘‘mother coun-
try’” for the majority of its imports and exports, into a
depression. While the national government under the
Articles of Confederation could not impose taxes to
pay off debt, many individuals were heavily taxed by
their states. Veterans who received western land grants
in return for wartime service often sold off their claims
to land speculators, who in turn drove up prices for
those who chose to relocate to the west. Urban poverty
increased in every region. When creditors began to
demand that individual debtors pay their bills in hard
currency, dramatic social unrest resulted. The most
famous incident occurred in 1786 when Revolutionary
veteran Daniel Shays led a band of unhappy debtors
who took over a government arms depot in western
Massachusetts. Shays’s rebels was put down by the
Massachusetts militia, and conservatives all over the
country worried that financial unrest might cause the
downfall of the nation.

Ultimately, political leaders were convinced that
the national government needed to be revamped in
order to solve the country’s economic problems. Dele-
gates from each state met in Philadelphia in May 1787
to discuss a possible alteration of the Articles of
Confederation, but by the time the convention had
concluded in September, they had debated and drafted
a whole new Constitution. This Constitution proposed
a more powerful federal government that would exer-
cise authority over internal and external trade, taxation,
national debt, and the money supply. The Constitution
created a two-branch legislature (as well as an execu-
tive and judicial branch), and provided an easier mecha-
nism for amendments.

When the Confederation Congress sent the docu-
ment to the states for ratification, its supporters, the
Federalists, claimed that the new government was
necessary to resolve the nation’s financial ills. Alexan-
der Hamilton, James Madison, and John Jay urged the

public to accept a powerful central government. On the
other side of the issue stood a loose group, the Anti-
Federalists, who opposed ratification and wished to
maintain the power of the states. The Anti-Federalists,
including Samuel Adams and John Hancock, disliked
the Constitution for different reasons, one of which
was the lack of a bill of rights. After Federalists
promised to add a bill of rights, the conventions in 11 of
the 13 states (the necessary two-thirds margin) ap-
proved the Constitution by June 1788.

George Washington, leader of the army during the
American Revolution, took office as he first president
of the United States in 1789. As amember of Virginia’s
slave-holding elite, Washington was just the type of
man who had exercised the greatest economic power in
colonial America. Now he came into office as the
democratically elected head of a republic. The country
still faced financial instability, and it was unclear
whether the new Constitution would solve all of the
economic challenges posed by the American Revolu-
tion, but the citizens of the United States could look
forward to economic opportunities never dreamt of by
colonial subjects of the British crown.

See also: American Revolution, Articles of Con-
federation, Boston Massacre, Boston Tea Party,
French and Indian Wars, Proclamation of 1763,
Stamp Act, Sugar Act, George Washington
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AGGREGATE DEMAND

Aggregate demand is the total amount of goods
and services that U.S. consumers and businesses are
willing to buy at specific price levels. As prices for
goods and services fall, consumers, businesses, and
government agencies tend to buy more. In addition to
the consumption of goods and services aggregate de-
mand includes the money consumers and firms invest
in government expenditures and net exports (that is,
exports minus imports). When aggregate demand in-
creases aggregate supply generally rises to keep up
with it. Aggregate supply is the total output or produc-
tion of goods and services.

Aggregate demand increases when consumers spend
more or save less, when businesses believe the profita-
bility of their investments will increase, or when the
government spends more or lowers taxes. Aggregate
demand will also rise when foreign consumers or
businesses increase their purchases of U.S. products,
when U.S. consumers buy fewer imports and more
U.S. products, and when the money supply is in-
creased. Because each of these factors can change
fairly quickly, aggregate demand is more unpredict-
able than aggregate supply.

Aggregate demand can also be more easily shaped
by government policy than aggregate supply can. Brit-
ish economist John Maynard Keynes (1883-1946)
popularized the view that the best way to increase
aggregate demand is to raise government spending or
cut taxes. On the other hand so-called monetarists like
Milton Friedman (b. 1912) argue that aggregate de-
mand is best stimulated by lowering interest rates or
loosen the supply of money circulating in the economy.
Keynes believed that the Great Depression was caused
by the federal government’s failure to come to the
rescue of an inherently unstable U.S. economy. Friedman
argued that the Depression would never have occurred
if the government had not sharply tightened the money
supply in the late 1920s and early 1930s.

Between 1945 and 1990 the U.S. Federal Reserve
never allowed the U.S. money supply to shrink as
dramatically as it had just before and during the Great
Depression. During this forty-five year period there
were no major depressions. Those who followed Keynes
argued that fiscal policy rather than money supply was
the best way to pump up aggregate demand. But when
the administration of President Ronald Reagan (1981—
89) sharply lowered income tax rates in the early
1980s, aggregate demand remained largely unaffected.

Aggregate Supply
See also: Federal Reserve System, Milton

Friedman, John Maynard Keynes, Keynesian
Economic Theory, Ronald Reagan

AGGREGATE SUPPLY

Aggregate supply is the total amount of goods and
services that U.S. businesses are prepared to produce
for sale to buyers at various price levels. When the
demand for businesses’ products increases, the prices
they charge for those products tend to rise. Businesses
will then increase the supply of those goods. When the
prices for goods and services fall, aggregate supply
also tends to fall.

With a constantly growing U.S. population the
demand for goods and services generally rises over
time. Aggregate supply rises to meet that demand. But
aggregate supply is affected by more than just prices
and demand. The number of businesses competing in a
market, the effects of technology on worker produc-
tivity, the costs of paying workers or buying raw
materials, and even the weather can affect the total
amount of goods and services businesses produce for
sale. For example, a drought can destroy wheat farm-
ers’ crops, lowering the supply of wheat they can bring
to market. The federal government can stimulate the
growth of aggregate supply by spending less than it
takes in taxes. This frees up money to be invested in
opening new businesses and factories. The government
can also implement tax policies that reward businesses
and individuals for investing, or that lower the costs of
doing business.

In 1929 the wealth of many consumers and busi-
nesses was wiped out by a stock market crash. The
United States experienced the worst drop in aggregate
supply in its history. This process resulted in the Great
Depression. Demand for goods and services fell, pric-
es dropped, and businesses cut back the production
of goods because they could not make a profit on
them. All these events were the result of consumers
and businesses having less money to spend on goods
and services. After World War II aggregate supply
skyrocketed. According to some economists, this hap-
pened because the federal government’s huge spend-
ing on the war effort had resulted in surplus wealth
among consumers and businesses. Businesses increased
aggregate supply to meet this new demand. During the
energy crises of the 1970s U.S. aggregate supply fell
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Aggregate Demand

AGGREGATE DEMAND

the total amount of goods and services that consumers, businesses,
and government agencies will buy at specific price levels.

Business Expenditure

I

L#JE.

Consumer Expenditure

[k

Government Expenditure

The table illustrates aggregate demand, the total amount of goods and services businesses, consumers, and government agencies

will buy at specific prices.

because the rising price of oil increased the costs to
businesses of producing goods and services.

See also: OPEC Oil Embargo, Stock Mar-
ket Crash

AGRICULTURAL EQUIPMENT
INDUSTRY

The mechanization of agricultural equipment in
the mid-nineteenth century began a period of rapid
change and advancement for the agricultural industry.
Mechanization made the processes of planting and
harvesting quicker and reduced the industry’s reliance
on manual labor. Until mechanization began in the
1850s, farmers used hand tools made of wood or iron.
The industrial revolution and the modernization of
equipment sometimes brought rebellions by rural work-
ers who feared machines would eliminate their jobs.

These fears were not completely unfounded. By
using machine work in place of many tasks traditional-
ly done by laborers, mechanized equipment did lessen
the agricultural industry’s dependence on manual la-
bor. In 1850, the first threshing machines were created

independently by Cyrus McCormick (1809-1884) in
the United States and Patrick Bell in Scotland. Plow
improvements enabled farmers to work easily in differ-
ent types of soil, while technological advances mecha-
nized the planting and measurement of corn. An early
breakthrough came in the 1850s, in Galesburg, Illinois,
when George W. Brown developed the first semi-
mechanized method of corn planting using a horse-
drawn machine that manually dropped seed. These first
innovations stimulated further inventions. For exam-
ple, ‘‘furrow openers’’ or shoes were placed on the
front of the vehicle to prepare the soil. Seed-dropping
became more refined, which allowed the vehicle op-
erator to pay closer attention to where the corn was
placed. Hay rakes, hay-loaders, harvesting machines,
and milking machines also appeared at about this time.

Steam power, which came to be used on farms in
the 1860s, made mechanized equipment a vital part of
the farming industry. It rapidly turned the curve of
development upward by expanding into so many areas
of farming technology that in 1860 the U.S. Patent
Office issued hundreds of new patents. Among these
were patents for harvesters, shellers, huskers, cultiva-
tors, and cob crushers for corn, as well as smut ma-
chines and seed drills.
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When the first gasoline-powered tractor was built
in 1901, most American farmers could not afford it, but
in 1917 automobile entrepreneur Henry Ford offered
his Fordson tractor for $397, a price that made the
product much more accessible to farmers. Seven years
later International Harvester introduced its versatile
Farmall tractor with removable attachments. One such
attachment was the cultivator, which could penetrate
the soil at different depths. Other attachments included
rotary hoes that could chop up weeds, and spraying
devices that could spray in circles of up to 100 feet.
Gasoline-driven tractors came into wider use during
the 1920s and 1930s, increasingly replacing the horse
for farm labor. Between 1940 and 1960, five million
tractors replaced an estimated twelve million horses.

The era of the western and southern farmer coin-
cided with the era of the railroad, as it was the rail
system during the second half of the nineteenth century
that allowed the farmer to get his crop to market.
Advancements in the transportation industry in the
early twentieth century had a profound impact on
agriculture. The truck and the airplane both significant-
ly contributed to the production and transportation of
farm products. After they first appeared on farms
between 1913 and 1920, trucks changed the marketing
and production patterns of farm products. Their impor-
tance to harvesting the fields was paramount because
they could haul items such as fertilizer, feed, crops, and
livestock. Later on, the development of portable refrig-
eration units allowed trains and trucks to carry freshly
slaughtered meat to market. Trucks also carried pigs to
centralized meatpacking centers in the cities.

Farmers found many uses for the airplane in farm
work. In the early twentieth century, one of the first
uses for the airplane was to scatter poison dust over
cotton fields infected by the pink mollworm. Other
early tasks included dusting against disease and in-
sects, spreading fertilizer, transporting breeding live-
stock, and dropping bales of hay to livestock stranded
in snowstorms. The use of the truck and the airplane
helped alleviate many problems faced by agricultural
workers, such as crop failure due to disease or insects.

At the same time improvements in steam power
and gasoline-driven vehicles continued. The versatile
Farmall tractor in the early 1900s replaced the steam-
driven reaping and threshing machine that was first
introduced in the 1880s. Despite wide use of the Allis
Chalmers’ All-Crop Harvester as early as 1936, how-
ever, crop harvester advancements were delayed be-
cause of World War I (1939-1945). The All-Crop was
a diesel-driven combine with a capacity for mass-
harvesting, but consumers still preferred the more
affordable picker-sheller machines, which were more

Agricultural Equipment Industry

affordable if less advanced. The use of silos and
improved storage methods eventually gave the All-
Crop Harvester an unbeatable advantage in the farm
implement market.

The advancements in agricultural equipment slowed
in the latter half of the twentieth century and some of
the industry’s old standbys began to weaken. During
the 1980s, American farmers bought about 50,000
large tractors, but by the 1990s only a little over 20,000
were purchased. Combine harvesters also began to lose
their appeal. Only 130,000 were sold during the 1980s
compared to 300,000 in the 1970s. This trend contin-
ued into the 1990s. Showroom viewing of new farm
equipment became less popular, creating a swollen
inventory in early 1991. Farmers were also subject to a
variety of short-term hazards like the old problem of
excess yields, which caused prices to drop. Also, high
interest rates brought many farm bankruptcies in 1991.

Tied to the always shaky farming sector, the
economic highs and lows of the agricultural equipment
market also continued to affect employment in the
farm implement industry. In the early 1990s tractor and
industrial truck manufacturing was concentrated in
139 factories in the five-state region of Michigan,
Wisconsin, Indiana, Ohio and Illinois. The manufac-
turing of farm machinery generated large revenues and
employed a substantial number of people. In 1993
Deere & Company, a leader in the industry, employed
36,500 and had sales of $7 billion. Another industry
leader, J.I. Case, employed 7,000 and generated sales
of $3.7 billion.

See also: Agriculture Industry, Cyrus
McCormick
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AGRICULTURE INDUSTRY

From the founding of Virginia in 1607 until the
late 1890s agriculture played a predominant economic
role in the United States. The early settlers adopted the
Native American practices of growing corn, squash,
and tobacco. Initially corn was the primary food crop,
while tobacco was exported to earn foreign exchange.
In New England most farmers raised multiple food
crops as well as livestock, producing enough for their
family needs with some surplus goods for sale.

Agriculture in the South became more specialized
and commercialized than in the North. By the late
seventeenth century tobacco, rice, and indigo became
major commercial crops. Production expanded rapidly
in conjunction with the plantation system that utilized
the labor of African American slaves. Cotton became
an important commercial crop with the invention of the
cotton gin in 1793 by Eli Whitney (1765-1825).

At the beginning of the nineteenth century signifi-
cant changes occurred in the farming sector of the
economy. Tens of thousands of settlers migrated west
to settle in the Ohio and Mississippi valleys between
the time of the American Revolution (1775-1783) and
the American Civil War (1861-1865). This produced
the vast productive potential of grain and livestock
farmers. By 1860 the United States had 2,044,077
farms. The U.S. government actively supported the
farming community by promoting liberal public land
policies, developing canal and rail transportation and
reallocating choice farmland from Native Americans
to prospective settlers.

Prior to the American Civil War the introduction
of animal power and labor-saving machinery provided
one of the greatest advances in agricultural history.
Innovations such as iron plows, threshing machines,
grain drills, and cultivators became common. The
McCormick agricultural equipment company in Chica-
go led the mechanization of farming. In 1800 it took
approximately 56 man-hours to plant and harvest one
acre of wheat. By 1840, with mechanization the same
acre of wheat took only 35 man-hours to achieve the
same result.

Agriculture became the engine behind the U.S.
economic development in the first half of the nine-
teenth century. By 1860 the two million farms in the
United States produced 838 million bushels of corn,
172 million bushels of wheat, 5.4 million bales of
cotton, and millions of pounds of tobacco. Increasingly
farmers began to sell their produce to purchase manu-
factured goods. In 1860 farm products comprised 82

percent of U.S. exports. This helped support the for-
eign exchange used for investment in U.S. manufactur-
ing and transportation.

IN 1800 IT TOOK APPROXIMATELY 56 MAN-
HOURS TO PLANT AND HARVEST ONE ACRE
OF WHEAT. BY 1840, WITH MECHANIZATION
THE SAME ACRE OF WHEAT TOOK ONLY

35 MAN-HOURS TO ACHIEVE THE SAME
RESULT.

Following the American Civil War agricultural
expansion accelerated at an even higher rate with the
migration of farmers to the Great Plains. Further, with
the end of slavery, African American sharecroppers
worked on hundreds of thousands of small farms in the
South. Between 1860 and 1916 the number of farms
grew from two million to 6.4 million. Farm acreage
doubled from 407 million to 879 million acres. With
the increased acreage and the introduction of better
machinery, the production of commercial crops contin-
ued to increase tremendously. The great deflationary
crisis of the last third of the nineteenth century stemmed
from precisely this ‘crisis of over-production’ in
agriculture. Productivity on the farm had outstripped
the market demand for farm produce. From about 1873
to the end of the century, this glutted farm commodity
market became a drag on the rest of the economy. It
also produced a strong protest movement in the Farm-
ers’ Alliance movements and the Populist challenge.
Farmers did not always know what lay behind their
distress. At different points they blamed the railroads,
the elevator (crop storage facilities) companies, and the
bankers. But they eventually focused on the need for
“‘parity,”” a government subsidy for a fair return on
their outlay of labor and capital.

By World War I (1914-1918) the agricultural
landscape of the United States settled into regional
patterns. Farmers in the Northeast focused on dairy,
poultry, and fruits and vegetables for the urban market.
In the Midwest grain crops such as wheat, corn, and
barley supported a thriving cattle and hog business.
The region of the Great Plains from Texas to the
Canadian border became known as the nation’s bread-
basket, with wheat being the primary commercial crop.
Agriculture in the Rocky Mountain States focused on
cattle and sheep raising, while most of the crops in the
Far West depended on irrigation. In the South cotton
continued to be the main cash crop until after World
War II (1939-1945).

After World War I the overproduction crisis con-
tinued to trouble American agriculture, with farm
prices generally in decline. None of the measures taken
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by the U.S. Government solved the problem of low
returns to farmers. However in 1933, during the Great
Depression, Congress passed the Agricultural Adjust-
ment Act, which introduced a wide range of federal
programs to help the farmer. These programs—which
involved paying farmers to leave their land fallow in
order to create a shortage in farm commodities and an
upturn in prices—continued throughout the rest of the
twentieth century. Government payments to farmers in
1934 totaled $134 million; by 1961 payments in-
creased to $1.5 billion and by 1987 to $22 billion.

In the 1930s agriculture underwent significant
changes due to the advancements in technology and the
introduction of science to farming. The use of the
gasoline tractor ended the horse age of farming shortly
after World War II. The continued development of
better machinery made the farming industry less labor-
intensive. The contribution from science included the
growing use of chemicals for fertilizers and insecti-
cides, and the breeding of hybrid strains producing
better crops and healthier livestock. These and other
developments increased the nation’s agricultural pro-
ductivity without a proportionate increase in acreage.
The amount of farmland in use remained constant at
about 1 billion acres between 1930 and 1980. However
crop production increased dramatically. For example,
corn production increased from 20 bushels an acre in
1930 to about 110 bushels half a century later. In 1980
one-third of farm production was sold overseas and
agricultural exports made up about 20 percent of the
nation’s foreign sales.

By the end of the twentieth century, new trends
emerged in agriculture. These include organic farming
and the reduced use of chemicals in response to health
and environmental issues. Crop and livestock produc-
tion has also changed as farmers made increased use of
biotechnology and genetic engineering. Farmers con-
tinue to have increased capabilities to cultivate more
land and handle more livestock with less labor. This
resulted in a sharp increase in the average size of farms
and a rapid decline in the number of farmers. In 1940
there were 6.1 million farms averaging 215 acres in
size. By 1980 only 2.4 million farms remained, averag-
ing 431 acres. In spite of this trend over 90 percent of
farms in the United States continue to be operated by
families rather than agricultural corporations.

Throughout U.S. history farming was an impor-
tant economic activity. By the end of the twentieth
century it became a business that required skilled labor,
capital, and good management. In addition, most peo-
ple in the United States had little direct contact or
involvement with this industry. By the 1980s the
number of people living on farms had declined to less

Air Traffic Controller Strike

than 2.5 percent of the population. Agriculture had
shifted from a simple commercial venture to a special-
ized business.

See also: Agricultural Equipment Industry,
Populist Movement, Subsistence Agriculture
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AIR TRAFFIC CONTROLLER
STRIKE

With dramatic increases in commercial airline
traffic following World War II (1939-45), Congress
established the Federal Aviation Agency in 1958,
which it later renamed the Federal Aviation Adminis-
tration (FAA). Congress entrusted the agency with
many responsibilities related to air travel in the United
States, including the control of both civil and military
use of U.S. airspace for purposes of safety and efficien-
cy. To fulfill its charge, the FAA established and
operated a network of airport control towers and 20 air
route control centers spaced across the nation. Air
traffic controllers manning the towers and centers
guided planes from takeoff to landing by using of radar
and verbal communication with pilots. As air travel
steadily grew, air traffic controllers were increasingly
subjected to high levels of stress, since they directed
numerous airliners carrying thousands of persons in an
crowded sky.

By passing the Airline Deregulation Act in 1978,
Congress lifted broad federal controls over airlines
including approving new carriers, setting ticket prices,
and limiting air routes. A surge of new airlines and air
routes further taxed the already stretched air control
system. Increasingly tight airline schedules placed
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more pressures on the controllers themselves. The
FAA employed more than 16,000 controllers by the
end of the 1970s. Finally, in August of 1981, in protest
of the stressful working conditions, and demanding
higher salaries, 11,000 air traffic controllers went on
strike. Their union, Professional Air Traffic Control-
lers Organization (PATCO), organized the work stop-
page. As public employees they were forbidden to
strike and PATCO’s action was deemed illegal. The
strike threatened to have a major economic impact on
the nation and international trade as well. Consequent-
ly, President Ronald Reagan (1981-89) gave the strik-
ers three days to return to work or be fired. When most
striking controllers refused to return, they were fired
and PATCO dissolved. In the wake of the firing, the
FAA quickly imposed new restrictions on air traffic
flow. The agency temporarily reduced the number of
flights by one third to ease demands on overworked
centers and answer public fears of safety concerns. In
desperate need of experienced controllers, for more
than a decade the FAA hired retired former employees
in areas with critical personnel shortages.

BUT REPLACING THE AIR TRAFFIC
CONTROLLERS WASN’T ONLY MEANT TO
SAVE MONEY. IT ALSO LET MANAGERS IN
EVERY INDUSTRY KNOW THAT IT WAS 0.K.
TO FIRE STRIKERS. AND WORD GOT OUT,
AS GREYHOUND, PHELPS DODGE AND
EASTERN AIRLINES BROKE MAJOR STRIKES
BY HIRING REPLACEMENTS.

‘A Day in the Life,”” The Nation, February 19, 1996

The shortage of fully skilled and experienced air
traffic controllers significantly affected airline opera-
tions. It was difficult to increase the number of full-
performance level controllers since many of those who
were not fired retired or moved up into management
positions. During the summer and fall of 1984 signifi-
cant disruption of airline schedules occurred. The
understaffed system inspired policies that would rather
error on the side of caution during times of bad
weather, but the airlines found this conservative ap-
proach very expensive. Airlines claimed flight delays
caused by undermanned controller facilities and out-
dated equipment was costing the industry a fortune.
Traffic bottlenecks at major airports, such as New
York and Chicago, were frequent and led to flight
disruptions across the country.

As new airlines attempted to break into the larger
markets in the aftermath of airline deregulation, they
found the restrictions associated with the rebuilding of
the controller work force a difficult hurdle. Some
argued that it would have been less costly and less

disruptive to air travel over the long term to give the
controllers the raise they were requesting in 1981.
Nonetheless, since air traffic continued to boom, others
believed that President Reagan was right to uphold the
principle that government workers are forbidden to
strike. More than a decade later, President Bill Clinton
(1993-) invited the previously fired air traffic control-
lers to apply for their jobs.

Following the firings, the FAA had also pledged to
overhaul and modernize the air traffic control system.
The agency developed the National Airspace System
Plan, which had estimated budget of almost 16 billion
dollars for implementation. Although some new hard-
ware, such as Aircraft Situation Display computers,
was installed by 1990, the aging system remained only
partially updated with newer equipment despite ap-
proximately a half billion dollars spent. Although a
largely computer-automated system was in the devel-
opment stage during the 1990s to address the ever
increasing air traffic levels of commercial flight, the
FAA was accused of moving too slowly in developing
and approving new flight control systems.

Repercussions of the 1981 mass firing may have
significantly extended into the U.S. labor movement.
The actions by Reagan sent a message to private
industry that firing striking workers and hiring replace-
ments was an acceptable practice. Some observers
considered the firing of the controllers a watershed
event in U.S. labor relations. Statistics on union activ-
ism indicated that between 1960 and 1981, approxi-
mately 275 strikes occurred in the United States annu-
ally and involved 1.3 million workers each year. Between
1981 and 1992, the annual number of strikes fell to 56
and involved just over 400,000 workers annually. The
peak era of labor strikes was clearly the early 1970s.

See also: Ronald W. Reagan
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AIRLINE DEREGULATION

The first airlines began appearing in the United
States following World War I (1914-1918). By the
1930s the federal government had granted exclusive
rights to domestic airmail routes to four airlines: Ameri-
can Airlines, United Air Lines, Eastern Air Lines, and
TransWorld Airlines (TWA). (Also among the first of
U.S. airlines, Pan American was granted rights for
international mail routes.) Government regulation of
airlines began in 1938 when Congress created the Civil
Aeronautics Board (CAB) to set fares, select routes,
and license new carriers. Meanwhile airline passenger
loads escalated from fewer than 6,000 passengers
annually in the 1930s to a total of 200 million by the
mid-1970s. But discount fares were nonexistent and
flying continued to be a luxury. For four decades no
new major airlines were licensed and few newly pro-
posed routes approved as the four airlines managed to
hold onto their lucrative contracts and routes. Competi-
tion was intentionally muted to ensure stability for both
airlines and passengers.

By the 1970s high inflation, low national econom-
ic growth, escalating fuel costs, and rising labor costs
hit the airline industry hard. Deregulation supporters
claimed that it was decades of inefficient regulation by
the CAB that was taking its toll. The near monopoly
held by the five major airlines originally charted in the
U.S., they argued, had to end. In October 1978, Con-
gress passed the Airline Deregulation Act. With the
intent of promoting competition in the industry, the act
gave airlines virtually unlimited freedom to establish
new routes and drop existing routes, to merge and form
alliances, and to enter or exit the market without CAB
approval. The airlines were also free to raise or lower
rates as they chose and service standards were elimi-
nated. Only safety regulations remained. On top of this,
the deregulation era also created the opening for hard-
nosed management to pursue a much more aggres-
sive—some might say union-busting—policy. Some
observers pointed to Eastern Airlines’ chief executive
officer Frank Lorenzo as an example of this trend.

The effects of deregulation of the airline industry
were immediately felt as airfares dropped in some

Airline Deregulation

cases to record low levels and passenger loads in-
creased. Newly formed no-frills airlines appeared,
such as People Express. But with the formation of the
Middle East oil cartel in 1979 the price of jet fuel
skyrocketed and airline profits dropped. In 1981, strug-
gling under the demands of significantly more daily
flights, air traffic controllers went on strike for higher
pay and better working conditions. In response Presi-
dent Ronald Reagan (1981-1989) suddenly fired 11,000
controllers and requested that airlines temporarily re-
duce their number of flights by a third. Fuel prices and
the controllers’ firing greatly reduced opportunities for
new airlines to break into the larger markets.

When new airlines managed to enter the smaller
air traffic market, they entered a hostile business cli-
mate. The larger companies lowered prices to artifi-
cially low levels and drove out competition. Thus
increased competition—the goal that convinced Con-
gress to deregulate—was thwarted by such monopolis-
tic pricing strategies. Charges of unfair business prac-
tices escalated. Some airlines went heavily into debt
and teetered on the edge of financial disaster. Fears
rose concerning air safety being compromised as air-
lines sought to cut expenses by skimping on mainte-
nance costs and hiring less experienced pilots. In 1990
Eastern Airlines was indicted for poor and dishonest
aircraft maintenance practices. The following year the
company went out of business.

Deregulation continued to transform the industry:
nonstop flights from coast to coast were no longer as
profitable. Instead, the major airlines established
“‘hubs,’” or central points, at certain cities—United in
Chicago, American in Dallas-Ft. Worth, Northwest in
Minneapolis-St. Paul, and Delta in Atlanta. By 1992
twelve major hubs existed; competition was dampened
further because at these localities the dominant carrier
greatly influenced flight choices for transferring pas-
sengers. Approximately 80 percent of transferring pas-
sengers rode the same airline for their entire journey.
One strategy of larger airlines was to set ticket prices
for flights out of smaller airports at rates as much as 20
percent lower than at hubs. Such fare discounts tended
to drive out new start—up carriers; later prices would
often rise to hub-level fares once competition was
removed.

Deregulation also spurred computerization of res-
ervations and ‘‘frequent—flier’” programs. Because of
anti—trust concerns, the government required each air-
line to create its own reservation system rather than a
single, shared system. This requirement further re-
duced competition by limiting the access of informa-
tion to passenger and booking agents. The major air-
lines also introduced ‘‘frequent flier’” offers to attract
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and maintain customers. Such programs gave large,
broadly-based airlines the opportunity to offer loyal
customers bonus rides for flying a single airline exten-
sively. Sometimes, such practices significantly re-
duced airline revenues and often eliminated competi-
tion (which also drove up fares).

Between 1989 and 1992 industry instability peak-
ed as some large carriers (notably Pan American)
ceased operations; a number of mergers took place as
well. Airline earnings fluctuated wildly. Some airlines,
such as Continental and TWA, reorganized under
bankruptcy. Still others, including Northwest, received
cash infusions from foreign airlines. In some cases,
unions helped companies avoid financial disaster by
accepting wage reductions in return for part ownership
of the airline. At one carrier, United Airlines, employ-
ees gained majority control in return for major pay and
benefits cuts. Stability returned in 1993 when new
airlines began to appear that did not attempt to compete
with the major airlines and their hub systems.

By the end of the twentieth century, debate still
raged over the impact of deregulation on airline com-
petition, service, profitability, and safety. Some small-
er commuter airlines serving hubs, often in a restrictive
alliance with a major airline, proved they could survive
in the deregulation era, but mid-level carriers were
largely uncompetitive with the big airlines. Smaller
communities suffered economically from declining air
service and increasing prices due to the anti-competi-
tive strategies of the large carriers who, for their part,
often found it unprofitable to compete in these commu-
nities. Business fares for all routes significantly in-
creased through the 1990s. Some degree of new regula-
tion for the industry and subsidies for smaller carriers
was sought by deregulation critics to stimulate com-
petitive pricing, guarantee safety, and better serve a
broader range of communities.

See also: Air Traffic Controllers Strike, Airline
Industry
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AIRLINE INDUSTRY

On December 17, 1913, in St. Petersburg, Florida,
the first airline contract in United States history was
signed. Salesman and motorboat racer Percival E.
Fansler knew that the city of St. Petersburg was de-
pendent upon the winter tourist trade for its economic
survival. In order to reach St. Petersburg from Tampa,
tourists had a choice of travelling two hours across
Tampa Bay by steamer, a 12-hour train ride, or a day
trip by automobile over rough terrain. Fansler believed
that by air, the trip from Tampa to St. Petersburg would
only take 20 minutes. Fansler shared his idea with a
pioneer aircraft manufacturer, Thomas W. Benoist.
Enthusiastic St. Petersburg business and civil leaders
signed a contract with Benoist to operate an air travel
business with two flying ‘‘boats’’ and pilots. On Janu-
ary 1, 1914, the first day of operation, thousands of
people turned out for a downtown parade. In a short
speech Fansler boldly stated, ‘“What was impossible
yesterday is an accomplishment today, while tomor-
row heralds the unbelievable.”” Pilot Anthony H. Jannus
then pushed the aircraft throttle to full and lifted off
from the water, soaring into history.

On May 15, 1918, the nation’s first scheduled air
mail service began between Washington, DC, and New
York, using military pilots as part of the armed forces’
wartime training program. By August a civilian-oper-
ated U.S. Air Mail Service was initiated by Otto
Praeger, second assistant postmaster general in charge
of all mail transportation. In 1919 the Post Office took
on the monumental task of supplying an overnight
airmail service by flying 755 miles from New York to
Chicago. The government’s expert body on aviation,
the National Advisory Committee for Aeronautics
(NACA), stated in its annual report that the Post Office
was making ‘‘a substantial contribution in the practical
development of commercial aviation.”

The best coast-to-coast mail record of 72 hours
was shattered on February 22-23, 1921, when airmail
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pilots made the transcontinental crossing in 33 hours
and 20 minutes. The push for faster airmail service
with aircraft not as technologically advanced came
with a human price tag—twelve postal airmen were
killed in 1920. The New York Times, however, ob-
served in 1921: ‘“There are critics who think that the
Post Office Department’s air mail service is dangerous
and costly, but nothing ventured, nothing gained. The
modern world demands efficiency and speed; aviation
is international and competitive. The United States has
distanced all countries in transportation of mails through
the air.”’

When Congress passed the Air Mail (Kelly) Act of
1925, it helped give private airlines the opportunity,
through competitive bidding, to serve as mail carriers.
The Air Commerce Act of 1926 would designate and
establish airways, license pilots and aircraft, investi-
gate accidents, and maintain aids to air navigation.
These acts drew businessmen and financiers into avia-
tion, which led to the creation of new air transportation
companies. The U.S. government’s involvement in the
industry came in the form of regulatory agencies,
congressional acts, and appointed commissions.

The dramatic transatlantic solo flight of Charles
A. Lindbergh (1902-1974) on May 20-21, 1927, cap-
tured the fascination of the American people. Amid
new public enthusiasm there was a frenzy to get in on
the ground floor of the aviation industry. Early airplane
manufacturers such as William Boeing (1881-1956),
Claud Ryan, and Donald Douglas (1892-1981), began
manufacturing airplanes designed specifically for pas-
senger travel. Air transportation continued to develop,
and by 1930, there were 43 scheduled airlines in the
United States. Better radio communications, revolving
beacon lights, and more accurate weather services
improved airway facilities and safety records. Air
traffic and profits increased during the early 1950s.
The American economy flourished as passenger sales
rose dramatically from $17.3 million in 1950 to $38
million in 1955. The airliner was well on its way to
replacing the train and the ocean liner in long dis-
tance travel.

Thirty years after the end of World War II (1939-
1945), the American airframe and engine industry
enjoyed a prosperous period with the jet-propelled
airliners of Boeing, McDonnell-Douglas, Lockheed,
and other U.S. firms. Passenger transportation became
the largest source of airline revenue, followed by
freight and mail. Intense competition arose from the
cost-per-seat-per-mile afforded to each passenger. The
giant carriers, United, American, TWA, and Eastern
Airlines continued their domination of the industry and
accounted for more than half the seat-mile productivity

Airline Industry

of the entire industry. Jumbo jets were introduced in
the 1970s, and seated 400 to 500 tourist-class passen-
gers. The wide-bodied jets also contributed to the
chronic congestion at many airports. By the mid-1970s
the airline industry was plagued by shifts in regulatory
procedure, labor unrest, high fuel costs, corporate
mismanagement, airport congestion, crowded skies,
and public concerns ranging from safety and service to
air and noise pollution. The Airline Deregulation Act
of 1978 removed governmental control of routes and
fare pricing with the intention of encouraging competi-
tion and increasing efficiency. Some effects of deregu-
lation were felt immediately, as heavy competition led
to lower ticket prices.

Unprepared for the effects of an inflation-ridden
world economy and the lowest boarding rate in 50
years, airlines throughout the world suffered financial
losses in the early 1980s. Scrambling to increase pas-
senger numbers, airlines began to overbook flights in
an attempt to fill every seat. Budgets were cut in the
quality and quantity of passenger food, as well. Al-
though these tactics did cut airline costs, customer
satisfaction reached an all-time low. This trend contin-
ued into the late 1990s, as many airlines struggled to
find a solution to financial difficulties, and some failed.
The number of people traveling by air, however, con-
tinued to increase, and for those airlines that can
survive the competition the future looks bright.

As aerospace technology develops, significant
changes and advances in design, safety, electronics,
and computer science evolve. The airline industry also
benefits in all aspects from high-tech communication
technology. More than eight decades ago, salesman
and motorboat racer Percival E. Fansler’s novel idea of
‘‘a real commercial line, running from somewhere to
somewhere else’” took flight, and despite its difficul-
ties, became what is perhaps the most important tech-
nological innovation in history.

See also: Air Traffic Controllers Strike, Airline
Deregulation, Boeing
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ALABAMA

Alabama, traditionally one of the nation’s poorest
states, has survived the demise of a one-crop economy,
the upheaval of a civil war, a revolution in race
relations, and the challenges of a modern industrial
economy. While the state still has many difficulties to
overcome, it continues to be an important contributor
to the nation’s economy.

The first Europeans to arrive in Alabama found the
land inhabited by Creek, Cherokee, and Chickasaw
Indians. The Spanish first entered Mobile Bay during
the sixteenth century. Hernando de Soto (c.1496—
1542) entered the Mobile Delta via Tennessee in 1540.
In the early 1700s French explorers established the first
permanent settlement at Mobile. The British took over
the territory by terms of the Treaty of Paris in 1763 but
lost it again to Spain in 1780. The United States did not
gain title to the land until after the War of 1812 (1812—
1814). In 1814 a force led by Andrew Jackson (1767—
1845) drove off most of the remaining Indian tribes,
opening up the territory to white settlement. After this
time many immigrants from southern states poured
into Alabama in hopes of acquiring good land on which
to grow cotton, a newly profitable crop in the South.
Though still sparsely populated, Alabama became a
state in 1819.

Alabama remained an almost entirely agricultural
state for some decades to come. Cotton was the major
crop though sorghum, corn, oats, vegetables, and live-
stock also were important. The farm economy, particu-
larly on large plantations, was based on slave labor. By
1860 the number of slaves in the state constituted 45
percent of the population. Large planters, only about
one percent of the total, owned 28 percent of all of the
state’s wealth and wielded the most power in the state
legislature both before and after the American Civil

War (1860-1865). They lived in columned mansions,
which according to historian Virginia Van der Veer
Hamilton, ‘‘betray[ed] their owners as among Ameri-
ca’s conspicuous consumers, free from Puritan scru-
ples about showiness and lavish expenditure even
when heavily in debt.”

Small farmers, by contrast, led a hardscrabble life
in Alabama at this time. In his Journey in the Back
Country, Frederick Law Olmsted, a New York journal-
ist who toured the South in 1853, noted that these
farmers were hardworking yet reaped only minimal
crops for their efforts. ‘“They are very ignorant,”” he
said. *“The agriculture is wretched and the work hard.”’

The large planters led the movement to secede
from the Union, and Alabama joined the Confederate
States of America in 1861. Montgomery served as the
Confederate capital until it was moved to Richmond in
May of 1861, and Alabama native Jefferson Davis was
elected president. After the South’s defeat in 1865, a
Reconstruction (1865-1877) government ruled the state
for six years. It aroused the hatred of most Alabama
whites, who resented both the radical Republicans and
the blacks they placed in positions of power.

Although cotton was still ‘‘king’” after the Civil
War, many readjustments were necessary in Alabama.
Without the free labor provided by slavery, landowners
had to rely on landless farmers called sharecroppers
who paid rent in cotton for the land they worked. This
system tended to perpetuate a culture of dependency
and deep divisions between wealthy landowners and
poor sharecroppers.

The state attempted to diversify the economy in
the 1880s and 1890s by encouraging industry, particu-
larly the iron industry, in cities like Birmingham. The
presence of coal fields and veins of iron in the state
made this industry possible. In the early days in the iron
mills, according to Hamilton, ‘‘Hammers rose and fell
eighty strokes a minute, their steady throb audible for
four to five miles on still days.”” Labor unrest, along
with controversy over the leasing of convicts to work
in the factories, plagued the iron business. The 1894
strike at Birmingham’s Tennessee Coal, Iron, and
Railroad Company (TCI) ended with capitulation by
the workers. Thereafter labor made few strides in the
state until the mid-1930s. In 1907 U.S. Steel, the
country’s largest steel maker, bought-out TCI. Birm-
ingham, like its sister city in England, had become an
important manufacturing city by this time.

Cotton milling also became a vital industry, em-
ploying mostly poor farm people who had lost their
land after the war and were forced to work long hours
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Alabama

for low wages. By 1900 nearly 9,000 workers, includ-
ing children, were employed in Alabama mills. Episco-
pal rector Edgar Gardner Murphy led a reform move-
ment to prevent the exploitation of child workers, who
often worked 12 hours a day for as little as 15 cents a
day. In 1907 the Alabama legislature set the minimum
age for workers at 12, limited the work week for
children to 60 hours, and forbade those under 16 from
working all night.

WHEN [RURAL ELECTRIFICATION] FINALLY
REACHED HER, A RURAL [ALABAMA]
HOUSEWIFE EXPRESSED HER HEARTFELT
GRATITUDE: “WONDER OF WONDERS, THIS
DELIVERY FROM THE PRISON OF ISOLATION
AND DARKNESS AND DRUDGERY.”’

Carl Elliott, Annals of Northwest Alabama, 1958

The increasing number of tenant farms in the state
led to unrest among farmers in the late nineteenth
century. In the 1890s many farmers joined the Grange,
a cooperative organization for farmers, and, along with
factory workers, supported the Populist Party in a vain
attempt to overthrow longtime Democratic rule. Both
African Americans and poor whites were becoming
more and more disenfranchised by state Democratic
administrations.

During the Great Depression of the 1930s Ala-
bama was harder hit than most other states. One-third
of the population was out of work, and private charities
were overburdened. The New Deal programs of Presi-
dent Franklin D. Roosevelt (1933-1945) helped Ala-
bama, one of the most destitute states, even though the
federal government was viewed with suspicion by the
people of Alabama. This period saw the shortening of
the workweek, reform of child labor practices, and
guarantees of the right to join a union. The Tennessee
Valley Authority made many new industries possible,
and the Rural Electrification Act brought people in
remote areas from subsistence living into the twentieth
century.

World War II (1939-1945) revived Alabama’s
industry, but the postwar period saw another relapse.
War plants stood empty, and many blamed the labor
and marketing practices of U.S. Steel for Birming-
ham’s failure to compete successfully with plants in the
East. In the late 1940s the Interstate Commerce Com-
mission equalized freight rates, making it again profit-
able to produce steel in Birmingham.

The civil rights struggle of the mid-twentieth
century brought white Alabama citizens into direct
conflict with the national government. The first in a

series of protests by African Americans—the Mont-
gomery bus boycott of 1955—took the form of an
economic boycott. The young African American preach-
er Dr. Martin Luther King, Jr. rose to prominence
during this time of social change. Since the 1960s
African Americans in Alabama have gained some of
the political and civil rights they sought. Their eco-
nomic status, while improved, remains much behind
that of whites.

Alabama has resisted progressive changes such as
education, health care, and the taxation that would pay
for these social programs and bring the state to the level
of most other states. The tax system is regressive and
even exempts from taxation the property of giant
lumber companies at their market value. No property
taxes go toward education, putting Alabama near the
bottom of all the states in funding schools. Infant
mortality is also high in the state, and in 1990 more
than 20 percent of the people in Alabama lived below
the federal poverty level. Citizens of the state also had
difficulty recovering from the serious recessions of the
1970s and 1980-1982, which caused the loss of 39,000
jobs in manufacturing.

Alabama, however, made some important eco-
nomic strides during the last few decades of the twenti-
eth century. The economy diversified from its heavy
dependence on steel. Alabama employment opened up
for thousands of workers in the food, textile, metal,
electronic equipment, and transportation equipment
industries in the 1990s. Birmingham’s U.S. Steel spent
well over one billion dollars in 1984 to improve the
Fairfield steel plant, and in 1997 Mercedes Benz began
producing a sport utility vehicle in the town of Vance.
The state provides a number of tax incentives for new
businesses, and the Alabama Development Office pro-
vides assistance in financing.

See also: Civil Rights, Civil War (Economic
Causes of), Civil War (Economic Impact of),
King Cotton, Reconstruction, Sharecropping
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ALABAMA CLAIMS

During the Civil War, the Confederacy contracted
with private ship builders in Liverpool England to
refurbish ships for combat. The Alabama was one such
ship. Although the British Foreign Enlistment Act of
1819 had forbidden the construction of foreign war-
ships, the American Confederacy was still able to
evade the letter of the law and purchase a number of
cruisers from Britain. Confederate cruisers destroyed
or captured more than 250 American merchant ships
and caused the conversion of 700 more to foreign flags.
By the end of the war, the U.S. Merchant Marine had
lost half of its ships.

The Alabama Claims were brought against Great
Britain by the United States for the damage caused by
several Confederate warships, including the Alabama
and the Florida. Recognizing that the affair might be
used against Great Britain in some future conflict
British Foreign Minister, the Earl of Clarendon, met
with American ambassador Reverdy Johnson, and de-
termined to submit the claims to arbitration.

When the Johnson-Clarendon Convention came
before the U.S. Senate, Charles Sumner (1811-1874),
chairman of the Committee on Foreign Affairs, op-
posed it on the ground that British encouragement of
the Confederacy had been responsible for prolonging
the war for two years, and that this cost should also be
assessed against Britain. These ‘‘indirect claims,”’
which Sumner did not name, were variously estimated
at more than $2 billion, and Sumner implied they might
be settled by the cession of Canada to the United States.
The British refused to recognize the validity of the
indirect claims, and the problem remained unsettled
until 1871, when the Alabama claims were referred to
an arbitration tribunal by the Treaty of Washington.
Meeting in Geneva, the arbitrators excluded the indi-
rect claims, but they awarded the United States $15.5
million for the losses caused by the Confederate vessels.

The Geneva Arbitration was praised by many
nations for establishing a precedent for the peace-
able settlement of international disputes. Most histori-
ans today believe that the raider warships’ worst ef-
fect, rather than prolonging the course of the Ameri-
can Civil War, was on the U.S. Merchant Marine,
which was not able to regain its pre-war standing for
many years.

Alaska

See also: Arbitration, Civil War (Economic
Impact of)
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ALASKA

At first, dismissed as a foolish venture, the pur-
chase of Alaska from Russia in the 1870s was little
more than a curiosity to most people in the United
States. The idea that an ice-ridden territory so far from
mainland United States could have any future value to
the nation was not widely accepted. But the discovery
of gold on the territory, and later oil, put a new light on
the possibilities of Alaska. Those willing to brave the
Alaska frontier in search of valuable resources eventu-
ally established permanent settlements, which formed
the basis of what became the 49th state.

Ages after the ancestors of America’s aboriginal
people crossed a land bridge which then connected
northern Siberia with Alaska, Russian explorers came
to the area in the 1700s. The first permanent Russian
settlement was on Kodiak Island; by the early 1800s,
the Russian American Company was given control
over the region, with headquarters at Sitka. The Rus-
sians had great difficulty with Indian uprisings, the
depletion of the sea otter, and changes in the fur trade.
Viewing the Alaskan colonies as a drain on their
resources, the Russians agreed to sell them to the
United States for $7.2 million in 1867. Some U.S.
citizens were not at all impressed with Secretary of
State William H. Seward’s (1801-1872) success in
acquiring Alaska, calling it ‘‘Seward’s folly’’ or
““‘Seward’s icebox.’” The territory was at first adminis-
tered by the U.S. Army and then by the U.S. Customs
Service.

The economic potential of ‘‘Seward’s icebox’’
was first apparent when gold was discovered at Juneau
in 1880. After prospectors moved into the eastern
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interior, they also discovered gold on Forty-Mile River
and at Circle. The most important gold strike, however,
was in the Klondike region of Canada in 1896; soon a
stampede of prospectors was crossing Alaska’s Yukon
and other regions. They established some of the first
permanent towns in the interior.

Still a wild country with few transportation net-
works, Alaska nonetheless began to develop its consid-
erable fishing and timber resources. These industries
benefited when the Alaska Railroad, started in 1914,
connected Anchorage and Fairbanks with Seward, a
newly created ice-free port. As more and more people
moved into Alaska Congress voted to grant it territorial
status in 1912.

Gold continued to be mined in the territory though
at a slower pace. The population began to decline in the
second decade of the century and the territory saw a
general state of depression throughout the 1920s. World
War II (1939-1945) showed the nation that Alaska,
with its proximity to Japan and the Soviet Union, was
important strategically. Federal construction and mili-
tary installations were increased in the territory even
after the war.

Development in Alaska was accelerated consider-
ably when the U.S. government built the Alaska High-
way, an extension of the Alaska Railroad, and other
facilities such as docks and airfields. These wartime
and postwar improvements brought many more mili-
tary personnel and civilians into Alaska. Wanting the
same rights as other U.S. citizens, the newcomers
pressured Congress to make Alaska a state. In 1959
they succeeded, when Alaska became the 49th state,
the first one not contiguous to the lower 48 states.

The use and allocation of lands in Alaska have
always been sources of controversy. The 1971 Native
Claims Settlement Act provided extensive land grants
to aboriginal residents of the state but did not end the
controversy over land use and ownership. The discov-
ery of oil in 1968 and in 1974 caused another economic
boom in the state but also aroused the anger of
environmentalists who feared damage to the state’s
delicate ecosystem from a proposed Alaska oil pipe-
line. In 1970 after an oil crisis brought on by Middle
East suppliers panicked the U.S. public, much of the
opposition melted; the Trans-Alaska Pipeline was built,
taking oil from Prudhoe Bay to Valdez and establish-
ing Alaska as one of the leading energy sources for the
United States.

The boom created by oil enabled the state to
decrease its dependence on the federal government,

Alaska

increase services to its citizens, and abolish the state
income tax. Other private industries did not develop as
fast as the state had hoped, however. Moreover, since
82 percent of the state’s revenue came from oil, Alaska
was highly susceptible to the vicissitudes of the oil
market. This became evident in the mid-1980s, when
Middle East oil overproduction drove Alaska oil prices
down from $36.00 to $13.50 a barrel. Alaska lost
20,000 jobs in the four years after 1985, and the state
government lost two-thirds of its revenue. At the same
time oil reserves in the state were being rapidly depleted.

Further damage to Alaska’s oil industry occurred
on March 24, 1989, when the oil tanker Exxon Valdez
ran aground in Prince William Sound, contaminating
1,285 miles of shoreline, including the sound and its
wildlife refuge, the Gulf of Alaska, and the Alaska
Peninsula. After a long series of suits by the federal and
state governments, Alaska received a $1.025 billion
settlement from Exxon. Exxon claims that the Prince
William Sound sustained no permanent damage; Alas-
ka’s citizens, who maintain there is still visible evi-
dence of oil contamination, are less convinced even
after years of cleanup efforts.

A modest economic recovery occurred in the early
1990s, with significant growth in the fishing industry.
An important segment of Alaska’s economy, the sea-
food industry accounted for wholesale values of three
billion dollars in 1990. Oil and gas production, howev-
er, continued to decline, reducing mining jobs by 11
percent in 1992; and by 1997 the decreasing supply of
timber caused log exports to decline by 50 percent.
During the 1990s Alaska was also engaged in a battle
with the federal government over the rights to revenues
from mineral leasing on federal land. Despite econom-
ic setbacks Alaska still ranked nineteenth among all
states in 1996 in per capita personal income. This
distinction was offset, however, by a cost of living 25-
35 percent higher than the average for the other states.

As oil production declined in Prudhoe Bay in the
early 1990s the state government again was forced to
cut back state services. The governor of Alaska, Toby
Knowles, pressured Congress to open a new area in the
Arctic National Wildlife Refuge to oil and gas explora-
tion. Again, environmentalists loudly disputed the wis-
dom of such a move, despite the favorable attitude
of the Republican Congress. President Bill Clinton
(1993—) said he would veto any such legislation. In
1998 another controversy erupted in Congress over a
proposed road over a marshy wilderness from King
Cove to an airstrip on Cold Bay. Proponents called it a
boon to development; opponents called it a threat to the
environment.
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Alaska Purchase

Alaska remained highly dependent on its limited
network of transportation links at the end of the twenti-
eth century. Though the Alaska Railroad with 480
miles of track was not connected to any other North
American line, it was accessible to other rail routes by
rail-barge service. Crude oil and other freight from
Alaska was shipped mostly from Valdez, Kenai/
Nikishka, and Anchorage. The Alaska Marine High-
way System provided ferry service to 32 communities
in southeast and southwest Alaska. Most of the con-
sumer goods used by Alaskans were shipped from the
port of Seattle; though freight costs were still high, they
were smaller than by overland routes. The Alaska
Highway was the only major road link with the rest of
the United States. Other roads within the state were
sparse and often unimproved. Many small airports
across Alaska accommodated travelers seeking other
ways of traversing the state.

See also: Alaska Pipeline, Alaska Purchase,
Environmentalism, Exxon Corporation
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ALASKA PURCHASE

In the mid-nineteenth century, the most economi-
cally advanced and powerful nations of Europe, such
as Britain, France, and Spain, began to scramble for
colonies in Asia and Africa. They shared similar moti-
vations—to increase their economic strength through
expanding trade networks and to extend their political
clout through a worldwide presence. The relatively
untapped resources of products and people in Asia and
Africa created a trading boom for European imperial
nations and increased their international prestige. In
the face of growing European imperialism, the rela-
tively young United States began to look about for its
own expansion opportunities.

The opportunity was found in the United States’
backyard. The region of Alaska had for years been a
Russian territory. As early as 1854 and 1860 the United
States and Russia had been involved in unsuccessful
attempts to arrange a purchase of the land, which
spanned 586,400 square miles. U.S. westward expan-
sion, once propelled by the doctrine of manifest des-
tiny, had cooled with the additions of Texas, California,
and the Oregon territory. Improvements in transporta-
tion, including a growing network of roads, canals, and
railroads, made settlement and trade in the U.S. states
and territories easier. Though some political friction
remained over Russian enforcement of an 1824 treaty
forbidding Americans from direct trade with the Alaskan
natives, Americans frequently visited the Russian har-
bors in Alaska, to the profit of both sides.

Alaska was explored and claimed by Russia in the
mid-eighteenth century and contained numerous coast-
al cities with busy trading businesses. Russian popula-
tion in the region, however, was low and concentrated
mainly along the coastline. One of the more advanced
coastal cities was Sitka. Settled in 1830, Sitka was
known for its commerce and culture, and was the seat
of a lucrative fur trade. Aleuts from the nearby islands
gave the land the name Alaska and provided pelts for
export. A multitude of Indians, Aleuts, Eskimos, and
Russians worked in Sitka’s warehouses, shops, flour
mill, bakery, tannery, arsenal, and shipyard. Cities
similar to Sitka lined Alaska’s coastline.

The California gold rush in the early 1850s led to a
surge in America’s western population. Trade out of
coastal cities such as San Francisco prospered, and
American pioneers and traders soon turned their atten-
tion northward. They came to Alaska to investigate its
resources and found a wealth of timber, coal, copper,
gold, and oil, as well as the world’s richest salmon
fishing grounds. These discoveries reinvigorated U.S.
interest in the area.

After 100 years of poor management and regular
indifference on the part of the Russians, the territory’s
profitability had declined markedly by the time of the
American purchase. Russia, having turned its attention
to East Asia and fresh from defeat in the Crimean War
of 1854, needed revenue and was willing to part with
its North American territory to get it. The Russian
minister to Washington, D.C., Edouard de Stoecki, and
U.S. Secretary of State William H. Seward successful-
ly arranged the 1867 purchase of Alaska for the bargain
amount of two cents an acre—a total of $7.2 million.
Both sides thought they were getting the better deal.

Though the land was rich in natural resources and
would prove to be a boon in fisheries and fur, the
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purchase met a dubious response from the American
public. Critics of the purchase referred to it as Seward’s
Folly or Seward’s Icebox. American pioneers and
traders, however, did not hesitate. Between the pur-
chase date in 1867 and the final Alaskan gold rush in
the Klondike tributaries (1896-1897), people flocked
to the region, looking to make their fortunes. With the
first discovery of gold in Juneau in 1881, there was
never a dearth of gold seekers. Large gold strikes at
Nome brought more people in a gold rush fever and,
behind them, came suppliers of physical and mining
needs, who also profited from the region’s booming
resources. Others came to Alaska to break through the
mountain barriers and explore its interior, mapping the
Upper Yukon, stringing telegraph line, exploring north-
ern Alaska to the Arctic Ocean, and discovering the
glacier-lined shores of 40-mile-long Glacier Bay.

CRITICS OF THE PURCHASE REFERRED TO
IT AS SEWARD’S FOLLY OR SEWARD’S
ICEBOX. AMERICAN PIONEERS AND
TRADERS, HOWEVER, DID NOT HESITATE.
BETWEEN THE PURCHASE DATE IN 1867
AND THE FINAL ALASKAN GOLD RUSH IN
THE KLONDIKE TRIBUTARIES (1896-1897),
PEOPLE FLOCKED TO THE REGION, LOOKING
TO MAKE THEIR FORTUNES.

Almost completely disorganized from a govern-
mental standpoint, the human stampede to Alaska
finally resulted in the passage of the 1884 Organic Act,
which placed Alaska under a collection of federal laws
and Oregon state laws. Congress enacted a second
Organic Act in 1912, providing for land ownership,
mail service, and civil government (as the Territory of
Alaska). This form of government prevailed until 1959,
when Alaska became the forty-ninth state in the feder-
al union.

See also: Alaska, Alaska Pipeline,
Manifest Destiny
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Alaskan Pipeline, Building of

ALASKAN PIPELINE,
BUILDING OF

Native Eskimos in the Alaska territory first showed
oil samples to Russians, who were looking for a
northwest passage through the land in the early eight-
eenth century. The United States acquired the Alaska
territory from Russia in 1867, and many American
pioneers came to the land to take advantage of its vast
natural resources, including fur, fishing, and gold. But
it wasn’t until the mid-twentieth century that the sig-
nificance of Alaska’s oil reserves were fully realized.
In 1968 the oil company Atlantic Richfield discovered
alarge oil field in Prudhoe Bay, Alaska. Once the word
was out, other companies flocked to the area. British
Petroleum and Humble Oil companies joined Atlantic
Richfield to coordinate their efforts as a single discov-
ery unit. Other coalitions soon followed. Oil explora-
tion experts projected Alaskan oil reserves on the same
scale as the Middle East giants.

The best method to access Alaska’s vast reserves
was a pipeline which, though expensive, would allow
for non-stop use of the product. A preliminary study
outlined problems of constructing a pipeline across the
state. One of the major stumbling blocks to its con-
struction was the presence of permafrost, which cov-
ered much of the projected near-800 mile route. In
addition, the pipeline would have to contend with
severe climatic conditions, ranging from minus 70 F in
the winter season to plus 90 F in the summer, as well as
logistical problems in transporting and maintaining
workers and equipment in a bleak, inhospitable terrain.

Alaska’s North Shore yielded the largest oil re-
serves, and in September 1969 the state held a sale on
oil leases in that area. Around 40 oil companies partici-
pated. Bidders were allowed one year to carry out
exploration work, decide the value of the leases of-
fered, and place a bid. Alaska gained $900,040,000
from the lease sales, equaling a historically high aver-
age rate of $2,180 per acre of oil. Most white Alaskans
were thrilled with the sale. Native Alaskans and Eski-
mos, however, were not. They felt the transaction
ignored their ownership of the land. Sympathetic
environmentalists, fearing destruction of the land’s
natural landscape and habitat, joined in their opposi-
tion and successfully persuaded the courts to put a five
year freeze on the development of the oil-rich land.

Native and environmentalist concerns about the
use of the land resulted in several developments. Under
the Alaska Native Claims Settlement (1971), aboriginal
owners—native Alaskans and Eskimos—were accord-
ed rights to the land, and eight oil companies paid for
the privilege of working this land. Forty million acres
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Alaskan Pipeline, Building of

The 800 mile Trans-Alaska pipeline carries a peak flow of 1.2 million barrels worth of crude oil a day. This is a pumping station north
of Fairbanks, Alaska.

were placed into 13 native-owned-and-administered,
profit-making regional corporations. Conservationists
also won a provision according 80 million acres to the
creation of new national parks, forests, wildlife refuges,
and preserve, wild scenic rivers.

Meanwhile, oil companies geared up for produc-
tion and formed the Alyeska Pipeline Service Compa-
ny, a consortium to build and operate the Trans-Alaska
Pipeline System (TAPS). At the same time, the oil-
producing nations of the Middle East determined to
take control of the oil trade. With the 1973 OPEC oil
embargo, petroleum became a precious commodity.
The United States looked for ways to alleviate the
affects of the hard-hitting embargo. Alaska held the
answer. The legal logjam on the development of Alas-
ka’s oil resources were overridden by congressional
authorization, and construction on the Trans-Alaska
Pipeline System began.

A U.S. Interior Department environmental impact
study resulted in about 200 technical and environmen-
tal stipulations in the right-of-way agreements signed
by the oil companies, the State of Alaska, and the

Interior Department. These restrictions, combined with
the rugged terrain, required the most sophisticated
pipeline ever designed. A master of engineering, the
Trans-Alaska Pipeline System cost $9 billion, paid for
by private industry. It runs from Prudhoe Bay, on
Alaska’s northern Arctic Circle Coast, and zigzags
southwest across nearly 800 miles to the seaport of
Valdez on the Gulf of Alaska.

Before actual construction could begin, crews
selected the route through aerial mapping and ground
surveys. The state granted permits allowing a pipeline
width of 50 to 200 feet (15 to 61 meters), maintaining
restrictions in accordance to conservation laws. A
highway was built to transport manpower (20,000
people at the height of construction) and supplies along
the construction route. A main concern in constructing
the pipeline was to protect it from erosion. Towards
this end, corrosion-resistant aluminum and plastic pipe
were used to construct the pipeline, which was then
pointed with asphalt and wrapped in a blanket of
protective material. Refrigerated brine pumped through
pipes four miles below the pipeline protects it from
permafrost. Bulldozers dug trenches in the spring of
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1974, and sideboom tractors laid the pipe, long sec-
tions of which were welded together to form a continu-
ous conduit, which was tested under hydraulic pressure
to ensure it could handle the traffic of oil. Parts of the
pipeline necessarily ran underwater. Barges lowered
this section of the pipeline underwater and weighted it
with concrete or steel anchors to overcome buoyancy.
To address environmental concerns, 400 underpasses
and pathways were provided over buried pipeline for
migrating wildlife.

The Trans-Alaska Pipeline System travels for al-
most 800 miles, 425 feet of which run on a high-rise
ditch above ground, made from 78,000 eighteen-inch
diameter vertical supports planted in permafrost so
delicate that a one-degree temperature increase could
upset its balance. The remainder of the pipeline runs
underground or under water. The pipeline is subject to
incredible air temperature stress (ranging from 60 F to
minus 60 F). Friction generated from pumping oil at a
pressure of up to 1,180 pounds per square inch keeps
the oil heated to 135 F. In addition, heavy insulation
can maintain the oil at a pumpable temperature for as
long as 21 days, in case of a winter stoppage.

Several precautions were devised to protect the
pipeline from the environment and the environment
from the pipeline. Violent earthquakes have struck
within 50 miles of the pipeline’s route, so it was
designed to withstand shocks of 8.5 on the Richter
scale. In addition, should a break occur in the pipeline,
over 140 automatic or remote-controlled valves are in
place to eliminate an average of 15,000 barrels worth
of oil spills.

Individual wells pump crude oil to a central loca-
tion along the route. From Prudhoe Bay, which has a
sea level height of 4,800 feet (1,463 meters) in the
Brooks Range, the long distance pipeline crosses 34
major rivers and streams, traversing the Alaska Range
at 3,500 feet (1,067 meters) before descending to
Valdez. Once oil arrives there, tankers carry it primari-
ly to West Coast and to Japanese refineries.

The oil began flowing in 1977, travelling through
pipes controlled by devices and valves operated mainly
from points hundreds of miles away. Eight pumping
stations, located 50 to 75 miles (80 to 120 kilometers)
apart along trunk lines, maintain the flow of oil at
desired velocities. Communication to stations along
the pipeline occur through radio, teletype, telephone
and voice amplifiers and enable the entire system to be
shut down within ten minutes if necessary. Peak flow
through the Trans-Alaska Pipeline System amounts to
1.2 million barrels of crude oil daily.

Allen, Paul Gardner

See also: Alaska, Alaska Purchase, Petroleum
Industry
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ALLEN, PAUL GARDNER

Businessman-billionaire Paul Allen (1953-) re-
called in 1995, “‘I remember having pizza at Shakey’s
in Vancouver, Washington in 1973 and talking about
the fact that eventually everyone is going to be on-line
and have [electronic] access to newspapers and stuff.”’
Paul Allen realized that vision when he and his child-
hood friend, Bill Gates (1955-), co-founded the
Microsoft Corporation in 1975. Their motto was ‘‘a
computer on every desktop and Microsoft software in

every computer.’’

Paul Allen was born in Seattle, Washington in
1953. His parents were both librarians and they helped
both he and his sister Jody develop a wide variety of
interests. From a young age, Paul Allen visited muse-
ums, art galleries, and concerts of every kind. Allen
attended Lakeside School in Seattle, where he met Bill
Gates. When a teletype terminal that was connected to
a remote mainframe computer was installed in the
school, Allen and a group of other high school kids
became addicted to this early computer technology.
Alongside Bill Gates, Allen became one of the first
“‘computer nerds.”” Allen and his friends spent their
free time around the computer and spent their money
exploring the machine’s possibilities. Allen later said,
““I was just in love with the technology and wanted to
understand it.”’

In 1971 Paul Allen and Bill Gates started their first
computer business venture in Seattle, the Traf-O-Data
Co. They developed a computerized way to analyze
traffic volume data. When Intel Corp. introduced the
8008 microprocessor chip in 1972, Allen recognized
that this chip could help them build smaller and more
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efficient traffic-counting computers. With that advance
in technology Allen and Gates now had the idea and the
tool (the microchip) to build computers for a fraction of
the cost of using conventional electronics components.

Allen pursued some college during the early 1970s
but became bored. He tried to convince Bill Gates to
work with him in the computer business, but Gates,
then a student at Harvard University, was still uncon-
vinced of the computer’s future.

PAUL ALLEN AND BILL GATES CREATED
MORE WEALTH THAN ANY BUSINESS
PARTNERS IN THE HISTORY OF CAPITALISM.

Brent Schlender, Fortune, October 2, 1995

Then, in 1975, the cover story of Popular Elec-
tronics magazine featured a new computer called the
Altair 8800, which was to be manufactured by a
company in Albuquerque, New Mexico, called MITS,
and sold at a low price. This computer would be low
priced. Allen and Gates recognized that anyone who
bought an Altair would need one essential component:
software. Without a predetermined set of commands
and operations, programming the Altair would be a
nightmare. Working day and night in a garage in
Albuquerque, Allen and Gates adapted the application
they had developed for their Traf-O-Data computers
and created a new software program to operate the
Altair. Their software was inexorably linked to the
success of the hardware it was designed to operate, a
practice that became a standard formula for success at
Microsoft Corporation.

By the late 1970s Allen and Gates’ new company,
Microsoft Corp., was flooded with business. They
moved operations to the Seattle suburb of Bellevue,
Washington. At their new business location they in-
vented the personal home computer. According to
Brent Schlender in Forfune magazine (October 2,
1995) their invention ‘‘created more wealth than any
business partners in the history of American capitalism.”’

In 1982, Paul Allen was diagnosed with Hodgkin’s
disease, a form of cancer. He spent two months receiv-
ing radiation therapy. Then, at age 30, he dropped out
of active participation in Microsoft. The cancer caused
Allen to reconsider his life. He traveled widely, spent
time with his family and, instead of returning to
Microsoft, he decided to pursue other business ven-
tures. In 1997, Allen officially left Microsoft and his
position as its resident ‘‘idea man.”” At the same time
he was listed in Forbes magazine as one of the three
richest men in the world. (One of the two leading him
on the list was his old friend Bill Gates.)

By 1997, Allen had invested nearly two billion
dollars (part of which he received upon leaving
Microsoft) in broad investment allocations ranging
from software companies, multi-media and electronic
entertainment companies, and others. Allen hoped to
use his money to pursue software development and
businesses that would help ‘‘wire the world’’ for
computers. He also invested a sizeable amount in the
Seattle Seahawks football team.

In addition to his entrepreneurial pursuits, Allen
also engaged in philanthropy. He helped establish a
popular music museum in Seattle and created the
Experience Music Project [EMP] Foundation, which
funds music and arts projects in the Pacific Northwest.
Other philanthropic foundations he created include
organizations devoted to community service, medical
research, and forest preservation.

See also: Computer Industry, Bill Gates,
Microsoft Corporation
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ALLOCATE

In economics, the idea of allocation is directly
related to the ideas of demand and scarcity. Generally
speaking, consumers’ demands usually exceed the
resources that society has available to satisfy those
demands. Moreover, western economists largely agree
that while people’s desires are, by nature, unlimited;
the resources available to meet those desires are limit-
ed. The economy or marketplace must therefore find a
way to ‘‘decide’’ which resources should be allocated
to meet particular consumer desires.
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The term allocation refers to the efficient distribu-
tion of a society’s economic assets (capital, raw materi-
als, human resources) to satisfy the demands of con-
sumers for various products and services. An exam-
ple of an economy where resources are allocated
inefficiently could be a marketplace in which televi-
sion manufacturers made many more black-and-white
televisions, (which consumers do not want) than color
televisions (which consumers do want).

In an economy like that of the United States,
however, resources are usually allocated efficiently. If
consumer demand for seventeen-inch computer moni-
tors, for example, grows stronger, the marketplace will
automatically transfer the resources and materials away
from other uses to meet that demand. Taking a cue
from the prices that consumers are willing to pay, the
marketplace ‘‘knows’’ when to begin making more
seventeen-inch monitors and fewer fifteen-inch moni-
tors. Consumer demand for seventeen-inch monitors
increase if consumers are willing to pay more for a
seventeen-inch monitor than they would have in the
past. When companies realize that, they can make
more profit for seventeen-inch monitors than they were
able to in the past; in turn, companies allocate their
resources to make more seventeen-inch monitors to
meet the changing demand.

The Scottish economist Adam Smith (1723-90) is
credited with being the first to explain how the chang-
ing preferences of individual self-interested consumers
could, like an ‘‘invisible hand,”” force the marketplace
to spontaneously and efficiently reallocate resources to
meet consumer demand. Even at the inception of a U.S.
economy, technological advances and changing con-
sumer demand has forced the marketplace to allocate
resources away from once popular products to new
uses. Wooden teeth, hoop skirts, flintlock rifles, steam
locomotives, gas lamps, vacuum tube radios, and 78
RPM phonograph records are only a few of the thou-
sands of the once-commonplace goods that vanished
from the market because the economy’s productive
assets were reallocated to different products.

See also: Laissez-Faire, Scarcity, Adam Smith

AMERICAN FEDERATION OF
LABOR (AFL)

The American Federation of Labor (AFL) was
originally founded in 1881 as the Federation of Organ-
ized Trade and Labor Unions. Trade union leaders
representing some fifty thousand members in the Unit-
ed States and Canada formed the group in Pittsburgh,

American Federation of Labor (AFL)

Pennsylvania. As a part of reorganizing in 1886, the
association of unions changed its name to the Ameri-
can Federation of Labor and elected their president,
Samuel Gompers (1850-1924). For nearly forty-years
he shaped the AFL by fostering a policy that allowed
member unions autonomy.

Unlike the open-membership policy of the Knights
of Labor (from whom the AFL gained numerous
members in 1886), the AFL decided to organize by
craft. This decision, however, was no inhibition to
growth, since its member unions included a total of
140,000 skilled laborers. Similarly, the AFL departed
from pursing long-term, abstract goals such as Knights
leader Terence Powderly’s objective of making ‘‘every
man his own master—every man his own employer.”’
Instead, the AFL focused its efforts on specific, short-
term goals such as higher wages, shorter hours, and the
right to bargain collectively (when an employer agrees
to negotiate with worker representatives, usually labor
union representatives).

In the 1890s the AFL was weakened by labor
violence which raised public fears over labor unions. A
July, 1892, strike at the Carnegie Steel plant in Home-
stead, Pennsylvania, turned into a riot between angry
steelworkers and Pinkerton guards. The militia was
called in to monitor the strike; five months later, the
strike ended in failure for the AFL-affiliated steel-
workers. Nevertheless, membership of the AFL grew
to more than one million by 1901 and to 2.5 million by
1917. At that time the AFL included 111 national
unions and 27,000 local unions.

The AFL inaugurated many important advances
on behalf of laborers. By collecting dues from its
members, the federation was able to create a fund to aid
striking workers. By avoiding party politics, they were
able to seek out and gain the support of labor advocates
regardless of political affiliation. The AFL worked to
support the establishment of the U.S. Department of
Labor (1913) which, in turn, administered and en-
forced statutes promoting the welfare and advance-
ment of the American work force. The AFL also
supported the passage of the Clayton Anti—Trust Act
(1914), an important piece of legislation which protect-
ed the interests of organized labor in three important
ways. Price fixing was outlawed (the practice of pric-
ing below cost to eliminate a competitive product).
Executives could no longer manage two or more com-
peting companies (a practice called interlocking direc-
torates). And corporations were prohibited from own-
ing stock in a competing corporation.

See also: Clayton Anti-Trust Act, Congress
of Industrial Organizations (CIO), Samuel
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AFL president George Meany (left) and CIO president Walter Reuther (right) officially opened the AFL-CIO convention on December

5, 1955, that joined these historically divergent organizations.
Gompers, Homestead Strike, Knights of La-

bor, Labor Movement, Labor Unionism,
Trade Unions

AMERICAN PLAN

The American Plan was an employer offensive
against unions in the years immediately following
World War I. Spawned in the conservative reaction to
the great changes that accompanied the First World
War, this anti-union drive was promoted by the Nation-
al Association of Manufacturers and driven by the anti-
foreign violence of nationalist groups like the Ameri-
can Legion and the American Protective League. The
American Plan included anti-boycott associations, the
open shop drive, and the general message that unions
were un-American havens of immigrant radicals.

The American Plan received impetus from the Red
Scare, a government campaign against war-time dis-
sent. This campaign peaked with the government’s

reaction to a huge wave of strikes and anti-capitalist
violence that broke out in 1919. Like the American
Plan, the Red Scare identified radicalism with immi-
grants and unions. A. Mitchell Palmer, Attorney Gen-
eral under President Woodrow Wilson, and his ambi-
tious assistant, J. Edgar Hoover, orchestrated the
““Palmer Raids,”” a round-up of immigrants on New
Year’s Day, 1920.

The combined result of this repressive atmosphere
of the American Plan plus the Red Scare was the
shrinking of the size of the labor movement. The
number of unionized workers, which had grown by 1.5
million from 1917 to 1919, fell again from a total of 5
million in 1920 to less than 3 million in 1929.

See also: Woodrow Wilson

AMERICAN PLANTS

American plants are broadly defined as those
plants native to North, Central, and South America as
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well as the Caribbean islands. When the Europeans
first arrived in the Western Hemisphere in 1492, they
discovered an abundance of indigenous foods un-
known to Europe. Many of these plants had been
cultivated by the Native Americans for hundreds of
years and had provided for their subsistence. Some of
these indigenous plants became staples in European
and U.S. diets such as maize (corn), sweet potatoes,
potatoes, peppers, plantains, pineapples, wild rice,
squash, tomatoes, cacao (chocolate beans), peanuts,
cashews, and tobacco. Moreover, because early ex-
plorers transported these plants back to Europe, their
cultivation spread to suitable climates around the world.

See also: Corn, Potatoes, Rice, Tobacco

AMERICAN RAILWAY UNION
(ARU)

Founded in June 1893 by labor organizer Eugene
Debs (1855-1926), the American Railway Union (ARU)
was an industrial union for all railroad workers. The
union grew quickly and met with early success before
its demise a few years later. Within a year of its
founding, the ARU established 125 locals, and mem-
bership increased daily. In April 1894, ARU workers at
the Great Northern Railroad voted to strike in response
to wage cutting. The strike shut down the railroad for
18 days before the company agreed to restore wages.
The union triumphed.

Later that same year workers at the Pullman Pal-
ace Car Company, which manufactured railcars in
Pullman, Illinois (near Chicago), went on strike, pro-
testing a significant reduction in their wages. In 1894,
Pullman was a model ‘‘company town’’ where the
company founder George W. Pullman (1831-1897)
owned all the land and buildings and ran the school,
bank, and utilities. In 1893, in order to maintain profits
following declining revenues, the Pullman company
cut workers’ wages by 25 to 40 percent, but did not
adjust rent and prices in the town, forcing many em-
ployees and their families into deprivation. In May
1894 a labor committee approached the Pullman com-
pany management to resolve the situation. The compa-
ny, which had always refused to negotiate with em-
ployees, responded by firing committee members. The
firings incited a strike of all 3,300 Pullman workers.

Pullman leaders were able to break the strike by
attaching their cars to U.S. Mail trains. Since it was
illegal to interfere with the delivery of the mail, Pull-
man workers now broke federal law when they obeyed

American Revolution

their leader Eugene Debs and refused to return to work.
President Grover Cleveland (1893-1897) ordered fed-
eral troops to insure the passage of the mail trains.
Government intervention led to violent confrontations,
and the strike was broken.

The American Railway Union was destroyed by
the Pullman strike failure. Despite public protest, Eu-
gene Debs was tried for contempt of court and con-
spiracy and was imprisoned for six months in 1895.

See also: Eugene Debs, Pullman Palace Car
Company, Pullman Strike

AMERICAN REVOLUTION

The American Revolution (1775-1783) was a
rebellion of 13 of Great Britain’s North American
colonies. The colonies won their independence from
the British crown and went on to form the United States
of America. Although the revolution began as a civil
war, France, Spain, and the Netherlands eventually
joined the American side, transforming the struggle
into an international conflict.

The revolution had not only national but also
global significance: it defined the character of the
modern political system by establishing a pattern of
rule based on democratic constitutional governance. At
the time, the American Revolution was a lone and
fragile challenge to the prevailing monarchical and
autocratic systems of rule on the European continent
and elsewhere. By the twentieth century, however, the
American model of governance achieved global cur-
rency. Virtually all governments—democratic or oth-
erwise—now attempted to legitimate their rule by
invoking the ‘the will of the people.”” Even avowedly
authoritarian governments usually argued that the sup-
pression of democratic freedoms was only temporary.

The decision to go to war stemmed from funda-
mental differences between Britain and the American
colonies over the legislative and fiscal authority of the
British Parliament—specifically, the power of the par-
liament to tax the colonies without their representation
in that institution. The conflict came to a head as
Britain set out to levy new taxes on the colonies to meet
the costs of the French and Indian War (1754-1763).
Although Britain was victorious in the war, which
concluded with the Treaty of Paris in 1763, its treasury
was significantly depleted. The fiscal burden grew
even larger when Britain decided to keep its forces at
near full strength in the colonies in the event of
renewed hostilities with France. Britain expected the
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Washington and the main American force settled into winter quarters at Valley Forge, Pennsylvania. The privations endured by the
troops that winter were extensive, and many died from starvation and exposure to the elements.

colonies to help pay its war debts and to support its
standing armies in North America.

Through a number of acts—including the Sugar
Act (1764), the Stamp Act (1765), and the Townshend
Duties (1767)—the British Parliament sought to raise
revenue in the colonies. Americans vehemently re-
sponded to these impositions, arguing that their coloni-
al legislatures alone had the authority to levy such
taxes since the colonists enjoyed no representation in
Parliament. Britain remained adamant. Increased colo-
nial resistance led to the imposition of the Coercive
Acts in 1774. These were attempts by Parliament to
restrict the power of local colonial government, par-
ticularly in Massachusetts, a hot-bed of revolutionary
agitation. This effort at repression had the opposite
effect, mobilizing the other colonies to join Massachu-
setts in protest. While at the beginning most colonists
were willing to remain British subjects, as the conflict
escalated they became convinced that full indepen-
dence was necessary. The colonies began to prepare for
armed resistance.

The success of colonial arms against the British
owed much to the leadership of George Washington
(1732-1799) and to the intervention of France. In June
1775 the delegates to the Second Continental Congress
unanimously approved Washington’s appointment as
commander in chief of the newly created Continental
Army. This decision was based in part on political

considerations. Northern revolutionaries, who had domi-
nated thus far in the struggle against the British, saw
Washington’s appointment as a means to bind the
South to the perilous venture. The fact that Washington
did not display aggressive political ambitions and did
not seem likely to use his military powers for political
purposes also weighed heavily in his favor. The dele-
gates also understood that Washington’s military train-
ing and experience, together with his personal authori-
ty, were unmatched assets to the insurgent colonies.

Washington now faced a Herculean task. The
colonials stood alone against the enormous power and
prestige of Britain’s armed forces, fielding only a
ragtag collection of national volunteers (‘‘Continen-
tals’’) and inexperienced state militias that served for
only months at a time. There was no coherent system to
produce and distribute munitions, supplies, and cloth-
ing, all of which remained in grievous shortage through-
out the war. To make matters worse, there was no
legitimate and effective national government that might
improve these perilous conditions. Instead, Washing-
ton had to deal with a weak Continental Congress and
13 fractious state governments that jealously guarded
their rights and prerogatives.

Against all odds Washington overcame these crip-
pling disabilities. Skillfully maneuvering amid domes-
tic political and economic obstacles and periodic oppo-
sition from within the Continental Congress, he forged
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an army that eventually stood toe-to-toe with British
regulars, either winning the field or retreating in
good order.

The road to this outcome was long and hard. The
heady first encounters with the Redcoats at Bunker’s
and Breed’s Hill, and then the British evacuation of
Boston under American pressure in March 1776, were
followed by a string of defeats. Yet Washington was at
his best when disaster seemed unavoidable. He turned
the seemingly endless and demoralizing retreat from
New York and through New Jersey into victory in late
1776 when he forded the partly frozen Delaware River
and defeated superior British and mercenary forces at
Trenton (December 1776) and Princeton (January 1777).
These bold and unexpected victories energized the
American army and public, as did the victory of
American forces under Horatio Gates at Saratoga in
October 1777.

Despite these successes, the future still appeared
bleak. Washington and the main American force set-
tled into winter quarters at Valley Forge, Pennsylvania,
after suffering important (and humiliating) defeats at
Brandywine (September 1777) and Germantown (Oc-
tober 1777). The privations endured by the troops that
winter were extensive, and many died from starvation
and exposure to the elements. The army was further
decimated by desertions and a widespread failure to re-
enlist. Nevertheless, the Continental Army emerged
rejuvenated in the spring of 1778. Under Washington’s
supervision, Baron Friedrich von Steuben transformed
what remained of Washington’s force into a disci-
plined and effective fighting weapon.

Equally important, the stalwart resistance and
dogged survival of American arms (especially the
American victory at Saratoga in New York state)
convinced the French in May 1778 that the colonial
forces had a good chance of winning the war. This led
them to lend vital support to Americans in their strug-
gle. Now France would have a chance to defeat its old
rival, after being ousted from so many of its colonial
possessions by Britain in the French and Indian War.
Ironically, Washington, who had fought with the Brit-
ish against France, now became a willing instrument of
the French attempt to knock Britain from the global
chessboard. The coup de grace for the British came in
October 1781 with a masterstroke by Washington.
Commanding the combined American and French for-
ces, Washington brilliantly maneuvered to envelop
Yorktown, Virginia, by land and by sea, trapping
British General Lord Cornwallis and forcing him to
surrender. The independence of the colonies was now
assured. As the opponents met at Yorktown to discuss

Washington’s terms of surrender, the shock and enor-
mity of the American victory was poignantly under-
lined by the British band as it played ‘‘The World
Turned Upside Down.”’

See also: Townsend Acts, George Washington
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AMERICAN REVOLUTION,
LOYALTY TO GREAT BRITAIN
DURING (ISSUE)

From a potential pool of about 800,000 men, the
Continental Army was never able to attract more than
20,000 during the American Revolution (1775-1783).
One important reason for the discrepancy in numbers
was that the American Revolution had few ideological
supporters. On one side, an educated group of middle-
class patriots composed of lawyers, merchants, and
planters led an underclass of farmers and urban labor-
ers who were enticed by radical ideas regarding the
evils of aristocratic privilege. On the other side were
loyalists, a less vocal group of Crown civil servants,
landed wealth, and Anglican clergy. Caught in the
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middle were the majority of colonists with no per-
ceived economic interest or political loyalty. These
colonists acted as a buffer between patriots and loyal-
ists, maintained economic production purely out of
self-interest; their presence perhaps prevented an all-
out, ‘‘total’” war during the American Revolution.

Even those patriots who were quick to bear arms
during the early years of the War were not fighting for
independence—they were fighting for their rights as
Englishmen within the British Empire. Although many
did believe that independence would inevitably come,
most colonists maintained loyalty to King George 111
of England who, they assumed, was being misled by
corrupt court ministers conspiring to enslave the colo-
nies. Even as late as May, 1775, when the Second
Continental Congress met in Philadelphia, the assem-
bly insisted that the colonies were protecting them-
selves from these ministerial ‘‘conspirators’” and that
reconciliation would occur as soon as the King re-
strained his advisers. For many American colonists,
the benefits of membership in the British Empire had
offset its costs. Naval protection, access to a large free-
trading area, easy credit, cheap manufactures, and
restricted foreign competition had all contributed to a
strong sense of loyalty to Britain and the Crown.

EVEN THOSE PATRIOTS WHO WERE QUICK
TO BEAR ARMS DURING THE EARLY YEARS
OF THE WAR WERE NOT FIGHTING FOR
INDEPENDENCE-FHEY WERE FIGHTING FOR
THEIR RIGHTS AS ENGLISHMEN WITHIN THE
BRITISH EMPIRE.

As many as twenty thousand Loyalists fought with
the British. In New York, the Tory Rangers and the
Royal Greens, and in the Southern states, Tarleton’s
Legion and Rawdon’s Volunteers all fought bravely
for the British Crown. But their numbers were never as
great as was expected. In the Mohawk, Wyoming, and
Cherry valleys and at King’s Mountain and Hanging
Rock their organization and training didn’t match their
courage.

One of the most visible signs of British loyalty
before and during the war was land. Before 1775
British officials in the colonies had obtained large
estates granted by the crown. Sir John Wentworth,
governor of New Hampshire had extensive land in that
colony. In 1775 Sir John Johnson inherited 200,000
acres in New York from his father while the Van
Cortlandt, Smith, De Lancey, Bayard, and Philipse
families owned as much as three hundred square miles
of land. Sir William Peperrell guarded a thirty mile
tract of land along Maine’s coast while Sir James

Wright, royal governor of Georgia held twelve planta-
tions totaling more than 19,000 acres and worth over
$160,000.

By 1781 the tide had already changed in favor of
the patriot cause. Anyone still remaining neutral was
likely to be mistaken for a Loyalist, which by that time,
carried serious consequences and costly penalties. Loyal-
ist homes were attacked, their jobs lost, and all legal
action was denied them. In order to raise money to
meet the escalating costs of war, many states began
confiscating land once owned by loyalists. Those serv-
ing in Britain’s armed forces or leaving a state under
the protection of British troops were likely to have their
land, homes, and estates seized and sold at public
auction. Beginning in 1777 states began the practice of
banishing prominent Loyalists and everywhere Loyal-
ists ran the risk of being tarred and feathered.

By 1783, it is estimated that as many as eighty
thousand Loyalists went into exile. A thousand left
Boston in 1776 with British Commander William
Howe while four thousand left Philadelphia in 1778
with Commander Henry Clinton. A few thousand left
Charleston and New York with the British at the end.
Most went to Florida, Jamaica, Saint John, Halifax,
and Britain.

The state of New York raised about $3,100,000
from sale of some 2,500,000 acres from 59 loyalists.
After the war, 2,560 loyalists petitioned the British
government to compensate for property losses By the
terms of the Treaty of Paris (1783), Congress was not
to oppose the collection of debts and the states were
urged to restore Loyalists property. The Loyalists
received awards amounting to 3,292,000 pounds ster-
ling from the British government but none from the
states themselves who refused to ‘‘make good’’ on
their promises.

Historians have failed to adequately recognize the
significance of the size and fate of the loyalist element
in the American economy. Their disappearance was
immensely important not only in terms of the large
estates they left behind, but also with respect to the
void their absence made within the social and econom-
ic structures of the old colonial aristocracy. The vacu-
um left room at the top for a new generation and a new
class of newly-rich U.S. citizens.

See also: American Revolution
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AMERICAN SMELTING AND
REFINING COMPANY

Meyer Guggenheim (1828-1905) a man of hum-
ble beginnings, arrived in Philadelphia from Switzer-
land in 1847. Struggling to support his family, he sold
household goods in the coal towns of northeast Penn-
sylvania. Peddling goods led Guggenheim to manu-
facture a polish for stoves. Realizing the profits to
be made from manufacturing, Guggenheim began to
produce and sell lye, a synthetic coffee, and other
goods. Guggenheim eventually built a prosperous whole-
sale business in household goods. By 1868, Meyer
Guggenheim had fathered seven sons, whom he trained
to become one of the best management teams in
the nation.

Sending two sons overseas, Guggenheim estab-
lished machine-made lace factories in Switzerland,
which enabled him to import and sell fine laces and
embroideries into the United States under the firm
name of ‘M. Guggenheim’s Sons.”” In 1879, at the age
of 51, Meyer Guggenheim had amassed a fortune.
After acquiring interests in Colorado lead and silver
mines in 1881, Guggenheim invested $20,000 for
operational costs. These proved to be some of the
richest mines in the area. By 1888 they were producing
approximately $750,000 a year. The Guggenheim met-
al empire had just begun.

Meyer Guggenheim became aware that smelters
generated more profit than the mining of ore. In 1888
he built a smelter in Pueblo, Colorado, and started the
Philadelphia Smelting and Refining Company. With

American Smelting and Refining Company

his next step, Guggenheim consolidated some of his
various businesses, including his share of Philadelphia
Smelting, under the name of ‘M. Guggenheim’s Sons.”’
Guggenheim then delegated various duties among his
seven sons.

The Guggenheims had been importing ore from
Mexican mines for their Pueblo smelter. With the
introduction of the McKinley Tariff Act of 1890, this
proved to be a far more expensive venture. The
Guggenheims went on to build two smelters in Mexico,
taking advantage of the cheaper Mexican labor rates,
and they were able to avoid the tariffs. With the passing
of the Sherman Silver Purchase Act (where the U.S.
Treasury Department agreed to buy four million ounc-
es of silver every month) in 1890, the price of silver
rose sharply. In 1895, in addition to being one of
Mexico’s largest industrial giants, the Guggenheim
smelter operations were producing in excess of $1
million a year.

In an attempt to dominate the nonferrous metal
industry, Henry H. Rogers (1840-1909) along with
William Rockefeller and brothers Adolph and Leonard
Lewisohn formed the United Metals Selling Company
in the 1890s. The even larger launch of the American
Smelting and Refining Company (officially renamed
ASARCO in 1975) was assembled in 1899. This in-
cluded the amalgamation of 23 other smelters. The
Guggenheims refused an invitation to join the Ameri-
can Smelting and Refining Company. Instead, they
formed the Guggenheim Exploration Company. With
the assistance of son Daniel Guggenheim (1856-1930),
the Guggenheims had mining operations in all parts of
the world by the end of the nineteenth century.

Problems arose for American Smelting in 1900;
mineworkers were striking against 12-hour days and
the company’s capital was estimated at too high an
amount. American Smelting began to flounder. Daniel
Guggenheim’s strategy to drive the price of lead and
silver down by flooding the market, worked. As
ASARCO stock prices fell, Daniel Guggenheim bought
it up. In April 1901, under the Guggenheim’s terms,
American Smelting and Refining Company and the
Guggenheim family, merged. With the Guggenheims
having controlling interest, Daniel Guggenheim be-
came chairman of the board and president of ASARCO;
Solomon Guggenheim became treasurer; and Isaac,
Murray and Simon Guggenheim were named as mem-
bers of the board. Expansion and acquisitions contin-
ued as Daniel Guggenheim increased the family busi-
ness holdings to include mines in Bolivia, Chile, Alaska,
and the Congo. When Daniel Guggenheim resigned as
president in 1919, Simon Guggenheim assumed lead-
ership of American Smelting and Refining Company.
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Murray and Solomon Guggenheim, also gave up their
board positions, at that time.

At the start of the Great Depression (1929-1939),
American Smelting and Refining Company was the
largest refiner of nonferrous metals in the world with a
net income of about $22 million. Business declined
though, and by 1932 ASARCO had suffered a $4.5
million deficit. ASARCO continued to expand, despite
hard times, and acquired a huge source of scrap metal
with the purchase of Federated Metals Incorporated. In
1934, ASARCO invested $8 million in a mine at
Mount Isa, Australia, which supplied copper during
World War II (1939-1945). The huge extent of the
mine’s copper deposit was not known until 20 years later.

Upon the death of Simon Guggenheim in 1941,
ASARCO’s bylaws were changed to make the of
chairman of the board into the chief executive officer.
Francis H. Brownell, already chairman in 1941, was
in charge until Roger Straus, son-in-law of Daniel
Guggenheim, took over in 1947. A member of the
Guggenheim family was always at the helm of ASARCO
until 1958, when John D. MacKenzie became the chief
executive officer.

A prolonged copper strike in 1959 kept ASARCO’s
13 U.S. smelters and refineries shut down for one
hundred and thirteen days. Due to the decline in lead
and zinc prices, ASARCO focused on copper mining,
entering the 1960s still the world’s leading custom
smelter. By 1963, ASARCO was the forth-largest
copper producer behind Kennecott, Anaconda, and
Phelps Dodge. Copper comprised nearly two-thirds of
ASARCQO’s revenue in the early 1970s, with aggre-
gates, lead, molybdenum, silver, specialty chemicals,
and zinc taking up the balance. From 1974 to 1978,
labor problems, market fluctuations, and anti-pollution
regulations, impeded the growth of ASARCO. Despite
the high demand for copper in the early 1980s, the price
was dropping due to a copper glut on the market—
ASARCO lost $304 million in 1984. Richard J. Os-
borne stepped in as CEO and chairman of the board
in 1985. Osborne restructured, renegotiated, and
redeveloped ASARCO'’s financial health, and by 1987,
ASARCO had bounded back.

ASARCO increased its copper holdings and con-
tinued to diversify with the purchase of two more
chemical companies. The mining operations were sus-
pended at two silver mines in 1992, due to a drop in the
price of silver. In 1994, ASARCO sold its gold-mining
operations in Australia. A leader in mining, refining,
and smelting of nonferrous metals, ASARCO’s inter-
est in mined copper reached one billion pounds, for the
first time in 1996, indicating that this company’s firm

hold on the copper industry would continue well into
the 21st century.

See also: Daniel Guggenheim
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AMERICAN SYSTEM OF
MANUFACTURES

The American System of Manufactures was an
innovative method for producing finished goods. In
essence, the American System of Manufactures relied
on precision machining of parts so that the total prod-
uct was standardized and featured interchangeable
parts. The earliest practitioners of the American Sys-
tem were small arms manufacturers.

It was earlier thought that Eli Whitney, who de-
signed the cotton gin, was responsible for the innova-
tion regarding the interchangeability of parts in small
arms manufacturer. This claim was erroneous, howev-
er. Most scholars now believe that another inventor by
the name of Simeon North deserves credit for that
advance. In 1798 the U.S. federal government awarded
an order of five hundred ‘‘horse pistols’’ to North, who
organized production so that one individual did only
one operation.

This innovation of using the division of labor in
manufacture was important, but it was only one ele-
ment of the American System. In 1808 North received
another order from the federal government—this one
for twenty thousand pistols. The contract stipulated
that the parts were to be interchangeable: ‘‘the compo-
nent parts of pistols, are to correspond so exactly that
any limb or part of one pistol may be fitted to any other
pistol of the twenty thousand.”’ (Hounshell, 28)
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The system had far-reaching effects on American
industry. It spelled the end of the handicraft methods of
cottage industry and accelerated the move of American
laborers from their home enterprises to factories. It
made for more reliable repair of the finished product. It
also allowed industrial managers to hire unskilled labor
to produce a great number of goods at once, rather than
one at a time. By the mid-1800s the system had
revolutionized manufacturing. New technologies com-
bined with the nation’s plentiful raw materials and an
ever-growing number of laborers to transform the
United States into a leading manufacturing society.

See also: Mass Production
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AMERICAN TOBACCO
COMPANY

The story of the American Tobacco Company
begins with Confederate veteran Washington Duke, a
tobacco trader in North Carolina during the post—Civil
War period. In 1878 Duke and his two sons, James
Buchanan Duke (1856-1925) and Benjamin N. Duke
(1855-1929), founded W. Duke, Sons & Co. It was
part of a plan that eventually enabled them to have
corporate control over almost the entire U.S. tobacco
industry. In 1890 the Duke family created a trust,
known as the American Tobacco Company, the result
of a merger of the five principal cigarette manufactur-
ers of this era: Goodwin & Co., Williams S. Kimball &
Co., Kinney Tobacco Co., Allen & Ginter, and W.
Duke, Sons & Co.

In 1911 the U.S. Court of Appeals determined that
this tobacco trust was in violation of the Sherman Anti-
Trust Act. The trust was ordered to break down into 16
separate corporations. The emerging leaders were
Liggett & Myers, R.J. Reynolds, Lorillard, and the
American Tobacco Company—which retained the title
of the now defunct trust.

In 1912 Percival Hill, an assistant to James B.
Duke, became president of the American Tobacco
Company. Because of his gentle manner and his prefer-
ence for being a follower instead of a leader the
company lost ground under his guidance. His son,
George Washington Hill, became president of the
company in 1925. He was a more aggressive and
efficient leader and is credited with introducing more

American Tobacco Company

Cigarette smoking became extremely popular among women
during the 1920s. The direct advertisement campaigns featuring
beautiful women contributed to this increase in female
smokers.

people to smoking than anyone else in history. Be-
tween 1917 and 1938, Hill spent approximately $250
million in advertising. Hill also made cigarette smok-
ing extremely popular among women during the 1920s
The slogan ‘‘Reach for a Lucky instead of a sweet’’
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inspired many women to switch from eating candy to
smoking cigarettes. It also seemed to appeal to weight-
conscious women who believed that smoking was a
healthful practice. Advertisements featured beautiful
young women smoking Lucky Strike cigarettes, the
most recognized brand in the United States by the
1930s. During this time many show business and news
personalities, including Rita Hayworth, Frank Sinatra,
and Jack Benny, were paid to promote Lucky Strikes
on the radio.

The American Tobacco Company made financial
gains during the 1920s and 1930s, finally attaining
market leadership in 1940. Brilliant examples of prod-
uct promotion occurred during World War II (1939-
1945). The war effort needed dyes and Hill trans-
formed this into a windfall for the company. Eliminat-
ing the need for dyes in product packaging, Hill changed
the Lucky Strike packages from green to white and
came up with the slogan ‘‘Lucky Strike Green has gone
to war.”” He also developed the slogan LS/MFT (Lucky
Strike Means Fine Tobacco)—which was clicked in
Morse code over the radio. These strategies succeeded
in introducing more people to smoking.

The death of George Washington Hill in 1944
signaled the end of the American Tobacco Company as
aleader in the cigarette industry. An increasing amount
of people were switching to filter-tip cigarettes, but the
American Tobacco Company still relied heavily on the
popularity of its Lucky Strike and Pall Mall brands,
which did not have filter-tips until 1963, long after the
other important manufacturers had converted. In the
1950s, the British Medical Resource Council and the
American Cancer Society published reports claiming
that tobacco was a danger to heavy smokers. Further
suggestions from the medical community implied that
smoking could lead to high blood pressure, heart
disease, lung cancer, and numerous other health prob-
lems. On January 1, 1966, cigarette packaging was
required to carry health warnings. Cigarette advertis-
ing on television was prohibited in the United States on
January 1, 1971. As a result of these developments,
Lucky Strikes and the American Tobacco Company
continued to decline both financially and in the pub-
lic’s eyes.

In order to avoid financial disaster, the American
Tobacco Company began to diversify. It purchased
Sunshine Biscuits and James Beam Distilling in 1966,
followed by Bell Brand Foods and Duffy-Mott in 1968.
The company changed its name to American Brands in
1970, and that same year bought a variety of office
equipment companies. Franklin Life Insurance was
purchased in 1979.

By 1998, the company was known as Fortune
Brands, Inc. and had extended its reach worldwide,
with offices as far as Hong Kong, Singapore, and
Buenos Aires, Argentina. Products offered included
distilled spirits, office supplies, hardware, golfing equip-
ment, cigarettes, and home improvement goods. The
company’s sales surpassed $5 billion in 1998.

See also: James Buchanan Duke, Tobacco
Industry, Tobacco Trust
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AMERICANS WITH
DISABILITIES ACT (ADA)

The Americans with Disabilities Act (ADA) is a
revolutionary piece of civil rights legislation. The law
is designed to protect the civil rights of people who
have physical and mental disabilities, in a manner
similar to the way that previous civil rights laws have
protected people who are of various races, religions,
and ethnic backgrounds. The ADA mandates changes
in the way that both private businesses and the govern-
ment conduct employment practices and provide prod-
ucts and services to the general public to ensure that all
Americans have full access to, and can fully participate
in, all aspects of society. It was the first federal law that
required privately-financed businesses to provide physi-
cal accessibility in existing buildings. The ADA re-
quires the removal of barriers that deny individuals
with disabilities equal opportunity and access to jobs,
public accommodations, government services, public
transportation, and telecommunications. On July 26,
1990, President George Bush signed the ADA into law.
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The legal structure of the ADA is based on those of the
Civil Rights Act of 1964 and the Rehabilitation Act of
1973, and much of its wording is taken directly from
these earlier Acts.

AMES, OAKES

Oakes Ames (1804—1873) was a U.S. manufactur-
er and five-term member of the United States House of
Representatives. He was the principal financier of the
Union Pacific Railroad, the eastern half of the first
transcontinental railroad. Unfortunately, in his zeal to
complete this railroad project, Ames made several
errors in judgment. His questionable business practices
eventually led to his censure by Congress.

Oakes Ames was the eldest son of Oliver Ames,
Sr. and Susannah Angier, born on January 10, 1804, in
Easton, Massachusetts. His father was a socially promi-
nent manufacturer who owned a well-known shovel
factory. Ames attended local schools until he was
sixteen and then spent some months at the Dighton
Academy.

Ames had an early interest in business. As a
teenager he and his younger brother, Oliver, Jr. (1807-
1877), began working for their father as general labor-
ers. They started at the bottom of the company and
worked long hours at a variety of tasks. Both boys
worked their way up to management positions. When
their father retired in 1844, Oakes and Oliver, Jr.
reorganized the company under the name Oliver Ames
and Sons and served as co-presidents.

The Ames brothers rapidly expanded the already
successful business. The California gold rush, the
settlement on the Western frontier, and the growth of
the railroad industry all fueled demand for their prod-
ucts. In addition, the company was awarded several
government contracts to supply equipment during the
American Civil War (1861-1865). By 1865 Oliver
Ames and Sons was worth over $8 million.

A successful businessman, Oakes Ames became
involved in politics as a member of the Republican
Party when he was in his fifties. He served as a close
business advisor to the governor of Massachusetts. In
1862, at age of fifty-eight, Ames ran successfully for
the Massachusetts second district seat in the United
States House of Representatives. He was reelected four
times and served in Congress until his death. As a
Congressman Ames served on committees related to
manufacturing and railroads.

Ames, Oakes

The Ames brothers shared an interest in railroads
and, in 1865, extended that interest to business ven-
tures. Oliver Ames and Sons built the four-mile long
Easton Branch Railroad. It began at a shovel works in
Stoughton, Massachusetts, and continued to a connec-
tion with a line bound to Boston. Railroad-related
business pursuits continued. In 1865, the brothers
became interested in the Union Pacific Railroad, the
eastern half of the first transcontinental railroad under
construction. They joined a company called the Crédit
Mobilier, the construction company and investment
project for the railroad.

The Crédit Mobilier was organized by T.C. Durant,
vice president of the Union Pacific to solve the rail-
road’s financial difficulties and to complete the build-
ing of the railroad. It was a complex and corrupt
scheme in which a small group of financiers contracted
with themselves or their associates to construct the
railroad, charging exorbitant prices for their services.
Durant and his cronies pocketed huge profits for con-
struction that was often faulty.

Dissention within the ranks of the Crédit Mobilier
led to a reorganization of the company and its railroad
interests. Oakes Ames stepped into the leadership of
the Crédit Mobilier and his brother Oliver became
president of Union Pacific Railroad. Oakes Ames won
contracts to construct the Union Pacific railroad line.
He then reassigned the contracts to trustees who served
as stockholders of the Crédit Mobilier. The Union
Pacific gave cash to the Crédit Mobilier to construct
the railroad. The Crédit Mobilier instead used much of
the money to buy stocks and bonds in Union Pacific at
face value. These were later sold in the open market at a
large profit for the investors, who all served the Crédit
Mobilier company.

Thus, while the Union Pacific railroad line was
slowly being built, the Crédit Mobilier investors were
getting rich. This labyrinthine way of doing business
garnered large profits for the investors. It was a cut-
throat way of doing business, but was not uncommon at
the time. The practices, however, did draw the atten-
tion of the United States Congress. As a Congressman,
Oaks Ames was expected to support free market activi-
ties. In reality, his business practices appeared more
like that of a monopoly. When Congress started to raise
questions about this practice Ames sold Union Pacific
stock to other members of Congress, also at face value.
When this was revealed he was then accused of buying
political support for his business interests.

In 1872 two Congressional committees were formed
to investigate whether or not the government had been
defrauded by the Crédit Mobilier. Certain members of
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Congress wanted Ames expelled for illegal business
practices. Ames defended himself by claiming his
motives were purely patriotic because the railroad was
important for the development of the country. He also
argued that he had not become wealthy from the
business dealings because the railroad was $6 million
in debt at the time of its completion. Many members of
Congress and the public agreed that while Ames had
compromised legal principles he was not consciously
corrupt. However, his desire to complete the Union
Pacific project had clouded his ethical judgment. In the
end Ames was not expelled from Congress, but he was
censured.

After the Crédit Mobilier scandal, Ames returned
to his hometown, depressed and in poor health. He
suffered a stroke and died a few days later, on May 8,
1873. The memorial hall in North Easton was dedicat-
ed to him in 1881, and in 1883 the Union Pacific
erected a monument in his name in Sherman Summit,
Wyoming.

See also: Oliver Ames, Railroad Industry, Trans-
continental Railroad, Union Pacific Railroad
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AMES, OLIVER

Oliver Ames (1807-1877) was a successful manu-
facturer, businessman, and politician. He is best known
for his role as director of the Union Pacific Railroad,
the eastern half of the first transcontinental railroad.
Ames helped finance the project and oversaw its
construction.

Oliver Ames was born on November 5, 1807
in Plymouth, Massachusetts, one of six sons born
to Oliver Ames and Susanna Angier. His father owned
a successful shovel manufacturing company in
Bridgewater, Massachusetts. Ames was raised in North
Easton, 20 miles south of Boston. At the age of 21 he
went to study law at the Franklin Academy at North
Andover. He studied there for 18 months and worked
briefly in an attorney’s office. After this short introduc-
tion to law, Ames decided that he did not enjoy
working in an office and joined his father’s company.

Oliver Ames and his brother Oakes Ames joined
their father at the Ames Shovel Works. They entered
the company at the bottom, working 10-hour days, six
days a week. By the early 1840s, both boys had worked
their way up to management positions. In 1844, Oliver
Sr. retired and Oliver Jr. and Oakes reorganized the
company as Oliver Ames and Sons. The boys served as
co-presidents of the firm.

The company owned a water-powered plant that
produced several types of tools, but specialized in
shovels. They established a foothold in the market by
creating a lighter shovel. At first the new product was
thought to be less durable than the older, heavier
shovels. But the lighter shovels allowed workers to be
more productive and the product proved a great suc-
cess. The company supplied shovels to thousands of
western settlers and California gold miners. In addi-
tion, the growth of the railroad industry fueled the
demand for the Ames’ products. By 1860 the company
was worth over 4 million dollars.

Oliver Ames also had an interest in politics. In
1852 he was appointed as a Whig to the Massachusetts
State Senate. In 1857 he was popularly elected to the
same position. His stint in politics, however, was brief.
After his second term, Ames chose not to run for
reelection and instead returned to his business interests.

In the 1850s Oliver and his brother became in-
creasingly interested in the budding railroad industry.
In 1855 they built the four-mile Easton Branch Rail-
road from the shovel works in Stoughton, Massachu-
setts, to a point where it connected to a Boston-bound
line. Ames later served as director of the Old Colony
and Newport Railroad, which took control of the
Easton Branch Railroad.

During the American Civil War (1861-65) Oliver
Ames and Sons won several government contracts to
supply shovels, swords, and other equipment. By 1865
the firm’s worth had increased to 8 million dollars and
the Ames brothers had surplus money for investing.
They decided to invest their money in the railroad
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industry, particularly in the Union Pacific Railroad,
which was the eastern half of the first transcontinental
railroad. Oliver and Oakes purchased large quantities
of stock in the Union Pacific Crédit Mobilier, a con-
struction company and investment project for the Un-
ion Pacific. Ames was able to invest a large amount of
money in the project. He invested more than 1 million
dollars of his own money into the railroad and raised an
additional 1.5 million dollars on the credit of the family
business. In addition, the Ames brothers placed the
resources of their factories at the disposal of the
railroad.

In 1866 Oliver Ames became acting president of
the Union Pacific Railroad and was elected as presi-
dent from 1868 to 1871. With Oliver’s careful manage-
ment and financial backing, the railroad flourished.,
Four-fifths of the line was built during his tenure as
president. Despite engineering difficulties, rough ter-
rain, and labor problems, the project was finally com-
pleted on May 10, 1869, when the Union Pacific
Railroad met with the Central Pacific Railroad at
Promontory, Utah. The company’s success, however,
was marred by a financial and political scandal involv-
ing Oakes Ames and the Crédit Mobilier. While Oliver
Ames was never directly involved in the affair, the
events occurred during his presidency of the company.
In one sense it was tribute to him that the railroad was
completed in spite the enormous loss of revenue be-
cause of graft.

In 1871 Ames left the presidency of Union Pacific,
though he remained a director until his death. He
returned his attention to the shovel company, which
was on the verge of bankruptcy because of the exten-
sive financing of the railroad. Oliver put that company
back in order and also pursued business interests with
banks and other railroads.

Ames was not only a successful businessman, but
also a philanthropist. He was a devout Unitarian and
donated a large sum of money for a new Unity church
and parsonage in North Easton. He also contributed
funds for a Catholic church and a Methodist meeting
house. In his will Ames left money for a library, public
schools, and local roads in his hometown of North
Easton. Oliver Ames died in that town on March 9, 1877.

See also: Oakes Ames, Central Pacific Railroad,
Union Pacific
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AMUSEMENT PARKS

Amusement parks developed in the United States
during the last decade of the 1800s. In 1893 Chicago
hosted the World’s Columbian Exposition, the equiva-
lent of a world’s fair. One of the highlights of the event
was a ‘‘pleasure wheel,”” built by American mechani-
cal engineer George W. Gale Ferris (1859-96). Meas-
uring 250 feet (76 meters) in diameter, the ride could
carry sixty people at a time. The excitement and
success of the Chicago fair inspired businessmen to
build permanent outdoor carnivals elsewhere.

The first sizeable park was built at Coney Island in
Brooklyn, New York, which had been a recreation area
since the mid-1800s. In 1897 it opened under the name
of Steeplechase Park. In addition to a roller coaster, it
included New York’s first Ferris wheel. When New
York City extended its subway in the 1920s to reach
Coney Island, the resort became accessible to the
masses, with whom it was very popular. It offered an
escape from the monotony of daily life and showed that
American industry could produce machines that were
just plain fun.

Coney Island became the model for amusement
parks around the country. In 1906 the Dream City
amusement park opened in Pittsburgh, Pennsylvania.
As a byproduct of an increase in American leisure time
(between 1890 and 1920 the average work week in
manufacturing dropped from 60 hours to 47.4 hours),
recreation areas were part of the mass culture that was
beginning to emerge in the United States at the turn of
the century.

The model for amusement parks was reinvented in
July, 1955, by American entrepreneur and entertain-
ment mogul Walt Disney (1901-66), who opened
Disneyland, a multi-acre theme park in Anaheim,
California. The park included rides based on Disney
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The “Pleasure Wheel” as built by G. W. G. Ferris contributed to
the excitement and success of American Amusement Parks.

movies, featured roving movie characters such as Mickey
Mouse and Donald Duck, and held daily parades on
Main Street. Music, stage shows, and shops were all
included in the price of admission—all entertainment
was geared toward amusement for the whole family. In
the decades that followed, carnival-like amusement
parks gave way to theme parks inspired by Disneyland.

See also: Baseball, Bicycles, Walt Disney

ANASAZI INDIANS

Anasazi is a Navajo word meaning ‘‘ancient peo-
ples.”” These early Native Americans settled through-
out the canyon and mesa (flat-topped hill) country of
the Southwest. Their culture had emerged in the Four
Corners region (Arizona, New Mexico, Colorado, and
Utah) by a.p. 400.

The Anasazi moved from subterranean dwellings
(called pit-houses) and constructed aboveground ma-
sonry buildings, some with more than 1,200 rooms.
Ruins at Mesa Verde (Colorado), Chaco Canyon (New
Mexico), and Montezuma Castle (near Flagstaff, Ari-
zona) are examples of distinctive Anasazi dwellings
that were built into the sides of canyons and mesas. For
this reason the Anasazi are commonly called CIliff
Dwellers.

The Anasazi, who also produced a distinctive
pottery, were one of the three major cultures of South-
western Indians. (The others were the Mogollon and

the Hohokam.) People of the modern Pueblos of Arizo-
na and New Mexico descended from different branches
of the Anasazi. Among the Anasazi descendants are the
Pueblo, Hopi, and Zuni American Indian tribes.

See also: Pueblo Indians, Southwestern Indians

ANDERSEN, ARTHUR EDWARD

Arthur Andersen (1885-1947) was the founder
and senior partner of Arthur Andersen and Company,
the Chicago-based accounting firm that grew to be-
come an international company known for its many
services, including auditing, tax services, and specialty
consulting in areas such as technology applications.
Andersen established his company’s focus on main-
taining a strong organization through education, train-
ing, enlightened corporate policies, and a fundamental
understanding of economic and business trends.

Born in 1885, Andersen achieved early success. In
1908, at age twenty-three, Andersen was the youngest
Certified Public Accountant (CPA) in Illinois and one
of only 2200 CPAs in the country. The previous year he
had joined Price Waterhouse and Co. as a senior
accountant, a position he held until 1911, when he
joined Jos. Schlitz Brewing Company as controller.

While working as an accountant in the private
sector, Andersen was also teaching accounting at the
college level. At just twenty-seven years of age he was
asked to head the department of accounting at North-
western University. He received his Bachelor’s degree
from Northwestern five years later in 1917.

In 1913 Andersen and a partner, Clarence DeLany,
founded their own accounting firm, Andersen, DeLany
and Company. The firm soon had important corporate
clients, including ITT, Briggs and Stratton, Colgate-
Palmolive, and Parker Pen. Delany left the firm in 1918
when it adopted its current name, Arthur Andersen and
Company. Under Andersen’s direction the firm, which
was licensed in most states to offer accounting and
auditing services, grew quickly.

Andersen considered himself an educator—he con-
tinued to teach at Northwestern for a decade after the
founding of Andersen, DeLany and Company. Simul-
taneously, he continued his work as an accountant. In
1953, when he was elected to the Accounting Hall
of Fame at Ohio State University, he was cited for
his ‘‘contributions as an educator and outstanding
practitioner.’’

Throughout his career, Andersen emphasized a
broad view of the accountant’s role: ‘“The thoroughly

46

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



trained accountant must have a sound understanding of
the principles of economics, of finance, and of organi-
zation. It has been the view of accountants up to this
time that their responsibility begins and ends with the
certification of the balance sheet and statement of
earnings. I maintain that the responsibility of the public
accountant begins, rather than ends, at this point.”
Under the motto ‘‘Think Straight-Talk Straight,”” An-
dersen challenged traditional accounting practices by
going beyond the balance sheet to understand the effect
of sheer numbers on a particular business. Thus, mem-
bers of the firm were encouraged to use their auditing
skills to contribute to a client’s overall success.

UNDER THE MOTTO ““THINK STRAIGHT-TALK
STRAIGHT,”” ANDERSEN CHALLENGED
TRADITIONAL ACCOUNTING PRACTICES BY
GOING BEYOND THE BALANCE SHEET TO
UNDERSTAND THE EFFECT OF SHEER
NUMBERS ON A PARTICULAR BUSINESS.

Anderson’s reputation grew and he was invited in
1938 to become the first salaried president of the New
York Stock Exchange. He declined the offer in order to
devote his energies to his expanding accounting prac-
tice. By the end of the twentieth century Arthur Ander-
sen and Co. was among the largest of the nation’s Big
Six accounting firms.

Throughout his life Arthur Andersen was active in
professional organizations, civic and community serv-
ices, and education. He wrote numerous articles for
professional journals and several pamphlets on eco-
nomic issues. He was widely recognized as an authori-
ty on financial affairs and was often called upon to
provide expert analysis in legal cases and advice as a
member of various boards. He served as chairman of
the board of Certified Public Accountant examiners for
the state of I1linois; director of the State Bank and Trust
Company of Evanston, Illinois; trustee for Chicago’s
Century of Progress, and president of the board of
trustees at Northwestern University. Arthur Andersen
died in 1947.

FURTHER READING

‘“‘About Arthur Andersen,’’ [cited April 5, 1999] avail-
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www.arthurandersen.com/.

The First Sixty Years. Chicago: Arthur Andersen and
Co., 1974.

““‘Arthur Edward Andersen,”” [cited April 5, 1999]
available from the World Wide Web @
www.cob.ohio-state.edu/.

Andreesen, Marc

National Cyclopaedia of American Biography. New
York: James T. White, 1949, XXXV: 98-99, s.v.
‘‘Andersen, Arthur.”’

Spaak, Leonard. The Growth of Arthur Andersen and
Co. 1928-1973. New York: Garland
Publishing, 1989.

ANDREESEN, MARC

The creative mind behind Netscape Communica-
tions Corporation, Marc Andreesen (1971-) became a
Silicon Valley legend and a multimillionaire well
before his thirtieth birthday. The explosive growth of
Internet commerce in the last decade of the twentieth
century was directly attributable to his co-invention of
the first widely used browser for finding and retrieving
Internet information. In 1998, just five years after its
founding, American Online, Inc. (AOL) acquired
Netscape in a $9.6 billion deal. As part of the merger
Andreesen, still only twenty-seven, signed on as chief
technology officer of AOL.

Born in 1971, Marc Andreesen grew up in New
Lisbon, Illinois. As a boy, Andreesen was fascinated
with computers. Before he was ten he had taught
himself BASIC programming by reading a book. In the
seventh grade his parents gave him his first computer.
While a student in computer science at the University
of Illinois, Andreesen was introduced to the Internet. In
the early 1990s the Internet was primarily used by
scientists who could navigate through its complex codes.

In 1992, while working part-time at the National
Center for Supercomputing Applications (NCSA) at
the university, Andreesen and a friend, Eric Bina,
began to speculate on the potential of the World Wide
Web. Working nights and weekends the two developed
a program, eventually named Mosaic, that incorporat-
ed elements of Web navigation, text display, and sound.

When Mosaic was demonstrated in January 1993
it was an immediate hit, and by the time Andreesen
graduated in December of that year, several million
free copies of NCSA Mosaic had been distributed over
the Internet. Andreesen recognized the commercial
applications of the project, but NCSA was not prepared
to take commercial advantage of the program it owned
copyright for.

Following graduation Andreesen took a job in
Silicon Valley, but a legendary e-mail message soon
changed his life. The message was from James H.
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Clark, co-founder of Silicon Graphics Inc., one of the
computer industry’s early success stories. Clark had
resigned from his company and was looking for a new
venture. He asked Andreesen if he would be interested
in forming a company to create a commercially viable,
improved version of the Mosaic browser.

In April 1994 Clark invested some $3 million in
the new firm, which began with three employees with
offices in Mountain View, California. The new compa-
ny was first called Mosaic Communications Corpora-
tion, but after the University of Illinois contested the
use of the name, the fledgling firm was christened
Netscape Communications.

By December 1994 Netscape had released its
revolutionary browser, the Netscape Navigator. Al-
most immediately the new browser became the indus-
try standard. Within only a few months Netscape
claimed 70 percent of the browser market. It offered
users speed, sophisticated graphics, and a special
encryption code that secured their credit card transac-
tions on the Web.

When Netscape made an initial public stock offer-
ing of 3.5 million shares in August 1995, an unprece-
dented stock frenzy ensued. Investors bought the stock
in record numbers. Opening at $28 a share, the stock
closed at $58 1/2, making Netscape’s market value
$2.3 billion. With Netscape’s continuing strong show-
ing on the booming stock market of the late 1990s,
Clark, Andreesen, and many of the company’s em-
ployees became extremely wealthy. Four years later
electronic commerce had transformed the way the
nation did business. Nearly every advertisement, for
example, included a web address. Banking and invest-
ing, travel arrangements, and personal shopping on the
Internet had become routine. Automobile and home
purchases could be negotiated on-line. Some analysts
predicted that Internet commerce could reach $3.2
trillion, or 5 percent of all sales worldwide by 2003.

At first the new browser faced virtually no compe-
tition, but in 1995 Microsoft Corporation introduced
the Explorer, which it bundled free with its popular
Windows software. In the last years of the twentieth
century, as Netscape and Microsoft battled for the
browser market and in the courts, Netscape began to
lose its market share. A landmark federal anti-trust trial
began involving Microsoft’s alleged attempts to ob-
struct Netscape from competing for a fair share of the
lucrative browser business. In late 1998, before that
trial was completed, Netscape was purchased by AOL.

See also: Computer Industry, Information Super-
highway, Internet, Netscape
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ANTI-IMMIGRATION LAWS

Anti-immigration laws are congressional acts that
regulate the conditions under which residents of for-
eign countries may enter the U.S. to live permanently.
Such laws usually contain provisions that have the
effect of discouraging or prohibiting certain classes of
persons from immigrating. Vested with almost total
authority over immigration, Congress initially began
stemming the tide of immigrants in the late nineteenth
century. Between 1865 and 1890 a great wave of
immigrants came to the U.S., mostly from northwest
Europe (especially England, Ireland, Wales, Germany,
and Scandinavia). In 1875 Congress passed the first
restrictive immigration statute, barring criminals, anar-
chists, polygamists, and prostitutes from entry. Other
anti-immigration laws passed in 1882 and 1892 barred
admission to persons who were insane, had a loath-
some or contagious disease, or were likely to become
dependent on governmental assistance. Congress passed
a series of Alien Contract Labor laws in 1885, 1887,
1888, and 1891, which precluded immigrants from
entering the U.S. to work under contracts made before
their arrival and prohibited U.S. employers from ad-
vertising job opportunities in other countries.

Between 1890 and 1914 a second wave of 15
million people immigrated to the U.S., mostly coming
from eastern and southern Europe (Poland, Russia,
Ukraine, Slovakia, Croatia, Slovenia, Hungary, Greece,
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Rumania, and Italy). By World War I (1914-1918)
there was a growing belief that the country was becom-
ing overcrowded. Many Americans complained that
new immigrants were taking good jobs and depressing
wages by working for little money. Congress respond-
ed by passing immigration laws in 1917, 1921, and
1924. The 1917 law created literacy, physical, and
economic standards for aliens seeking admission, and
barred immigration from many of the Asian and Pacific
islands. The 1921 law established a quota system,
under which the total number immigrants from any one
nation in a given year could not exceed three percent of
the number of foreign-born residents of that nationality
living in the U.S. during 1910. The 1924 law lowered
the cap to two percent. Immigration slowed dramati-
cally during the Great Depression, as economic oppor-
tunities in the U.S. dwindled. In some years during this
period the number of Americans emigrating from the
U.S. actually exceeded the number of foreigners seek-
ing admission. Immigration did not pick up again until
after World War II (1939-1945), when Congress rec-
ognized two new categories of immigrants: wives and
children of American citizens who had served abroad
in the U.S. armed forces.

See also: Chinese Exclusion Act, Immigration

APPALACHIAN MOUNTAINS

Named for the Apalachee Indians, the Appalachi-
an Mountains form a great continental divide which
runs roughly parallel to the eastern seaboard of the
Unites States. On the eastern side of the mountains
waterways drain into the Atlantic Ocean; on the west-
ern side they drain into the Gulf of Mexico. The
Appalachians extend 1,500 miles (2,400 kilometers),
from Quebec’s Gaspe Peninsula to Birmingham, Ala-
bama. The chief ranges include the Notre Dame (in
Quebec), the White Mountains (in New Hampshire),
the Green Mountains (in Vermont), and the Catskills
(in New York). South of New York the Appalachians
divide into three sections: farthest to the east lie the
Blue Ridge Mountains (which include the Appalachi-
ans’ tallest peaks, in the Black Mountains of North
Carolina); the middle section is called the Great Valley
(which includes the Cumberland, Lehigh, and Shenan-
doah valleys); the western-most section is the Ridge-
and-Valley Province (whose western boundary is formed
by the Cumberland and Allegheny mountains).

Although the mountain range was a barrier to the
settlement of the country, British acquisition of the
territory west of the Appalachians in 1763 prompted
people to cross the mountains and move into the fertile

Appreciation

land beyond them. In the late 1700s settlers followed
the Great Valley south to the Cumberland Gap near the
intersection of North Carolina, Kentucky, and Tennes-
see. They followed the narrow trails forged by Native
Americans—widening them for wagons. The chief
trail was the Wilderness Road forged by U.S. pioneer
Daniel Boone (c. 1734—1820). Settlers also followed a
western route to the Ohio River through the river
valleys of Pennsylvania and into Pittsburgh. In 1811
construction of a federal route called the National Road
began. The northernmost westward trail was the
Mohawk, which ran through New York state. It fol-
lowed the southern shores of the Great Lakes. In 1825
the completion of New York’s Erie Canal aided west-
ward movement. By the 1840s railroads crossed the
mountain range.

On this frontier farmers cultivated crops in the
valleys. Settlers were mostly Scots-Irish, English, and
German. The principal products in the northern regions
included apples, barley, hay, potatoes, wheat, and
dairy. Chief products in the South included corn,
tobacco, and poultry. Trees from the Appalachians
were cut for the U.S. furniture industry, centered in
North Carolina. Approximately 50,000 square miles
(130,000 square kilometers) of the mountains were
rich in coal and other mineral deposits. These resources
were important to the economies of Alabama, Ken-
tucky, Pennsylvania, Virginia, and West Virginia.

See also: Back Country , Cumberland Gap, Erie
Canal, National Road, Maysville Road, Subsis-
tence Agriculture, Wilderness Road

APPRECIATION

The term appreciation has several specific uses in
economics but in general it refers to an increase in
value over time. At the level of macroeconomics (or
the study of entire economic systems), appreciation is
often used to describe the rise of the value of one
currency vis-a-vis (in relation to) another. For example,
when U.S. travelers can buy more foreign goods with
their dollar in one year than they could in an earlier
year, we say that the dollar has ‘‘appreciated’’ in
comparison to the foreign currency. It is also possible
for the U.S. dollar to appreciate vis-a-vis one currency
but depreciate relative to another. For example, be-
tween January 1979 and January 1981 the U.S. dollar
appreciated in value relative to the German mark (U.S.
travelers could buy more marks with their dollar than
earlier); during the same period the U.S. dollar depreci-
ated relative to the British pound (the dollar bought
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The setting sun over the Appalachian Mountains, at Stone Mountain, Virginia. The Appalachian Mountains extend 1,500 miles
forming the eastern continental divide of the U.S.

fewer pounds). (Note that the terms revaluation and
devaluation are used instead of appreciation and de-
preciation when referring to changes in a currency’s
value brought about by the action of that currency’s
government. For example, if country A’s currency has
appreciated relative to other global currencies, the
country’s government may ‘‘devalue’’ its currency so
its goods will be more attractively priced in the interna-
tional marketplace.)

Appreciation is also used to describe the increase
in market value of an asset such as a home or a stock
over time. For example, buying a home is considered
an excellent investment because individual homes of-
ten appreciate in value when the property values in
their neighborhood rise, even if the individual home-
owner made no improvements to his or her own home.
Similarly, the value of the stocks of many large corpo-
rations appreciated in value since the bull market of
1982 began. For example, investors who bought $1000
in the stock of computer storage firm EMC Corp. in
1991 (but no additional stock) saw their $1000 appreci-
ate in value to more than $18,000 five years later.

See also: Currency, Depreciation

ARBITRATION

Arbitration is the process by which two parties
agree to submit a dispute they cannot settle on their
own to a third party, or arbitrator, whose decision is
final and binding on both sides. Disputing parties resort
to arbitration when they have reached a point where the
only alternative is a lawsuit or a strike. In some cases
arbitration is required by law. Arbitration is common in
disputes over construction contracts, landlord-tenant
contracts, and even salary disagreements in profession-
al sports. After evaluating the dispute, the arbitrator
either sides with one of the parties or tries to find a
solution that is fair to both. He may be appointed by the
two parties or assigned by a court. The arbitrator may
be a respected individual or panel of individuals or a
professional arbitrator hired through organizations like
the American Arbitration Association.

Arbitration proceedings differ from lawsuits. They
are faster and cheaper, and arbitrators have greater
flexibility than law courts because they do not have to
assign ‘‘blame’’ to one of the parties. Arbitration
proceedings are ideally suited to complex disputes
where the arbitrator has specialized expertise in the
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subject matter of the dispute, and they enable the
disagreeing parties to maintain greater privacy over the
arbitration process.

Commercial or contract arbitration arose in me-
dieval Europe to settle disputes when the law was no
help because the disputing merchants lived in different
political or legal systems. By the nineteenth century the
United States had developed a voluntary arbitration
system in which workers and owners freely submitted
their labor disputes to an ‘‘umpire’” for resolution. In
1926 the American Arbitration Association was estab-
lished to create a trained pool of professional arbitra-
tors. Nine years later, the National Labor Relations Act
was passed, making it easier for workers to use arbitra-
tion to bargain collectively for better labor agreements.
The need for quick resolution of labor disputes during
World War II (1939-1945) increased the number of
arbitrated labor disputes. The passage of the Arbitra-
tion Acts of 1947, 1970, and 1990 strengthened the
process of arbitrating commercial disputes, made the
process more uniform, and established procedures for
resolving disputes with foreign companies. In 1960 the
landmark ‘‘Steelworkers’ Trilogy’’ Supreme Court
case limited the role of the courts in overturning
arbitration cases, paving the way for today’s indepen-
dent, legally binding arbitration decisions.

See also: Collective Bargaining, Strike

ARIZONA

Arizona is known to most people in the United
States as a haven for vacationers and retirees. With its
hot, arid climate and scenic wonders, it offers many
advantages to those seeking unusual terrain or refuge
from northern winters. The state, however, is much
more than just a refuge. For over a hundred years it has
been an important source of livestock and minerals.
Moreover, after waters from its rivers were diverted
into the rest of the state, Arizona has emerged as
an important producer of manufactured goods and
farm crops.

The first Spanish explorers in Arizona found a
number of Native American tribes subsisting on hunt-
ing, gathering, and limited farming. Four Spanish
expeditions set out between 1539 and 1605 across the
upland plateau and lower desert in failed attempts to
find riches. Franciscan friars also came to proselytize
among the Hopi and Pima Indians, establishing a large
mission at the site of present-day Tucson. The first
important European settlement was a military outpost
at Tubac, north of Nogales; this outpost was moved to

Arizona

Tucson in 1776. The Spaniards treated most of the
outposts in the territory as merely way stations to
California, thought to be a more desirable area for
colonization.

When war started between Mexico and the United
States in 1846, over the U.S. annexation of Texas, Col.
Stephen W. Kearny and Lt. Philip Cooke led troops
across Arizona on their way to California. With the
defeat of Mexico in the Mexican War (1846-1848)
most of present-day Arizona became part of the United
States as part of the Mexican Cession. Thousands of
U.S. citizens passed through the region during the
California Gold Rush of 1849. In 1850 Arizona was
formally organized as part of the territory of New
Mexico, with a southern strip added by the terms of the
Gadsden Purchase in 1853.

By the early 1860s the federal government was
planning road and railroad routes through Arizona in
an effort to provide better links to California. The
Army put up forts to protect travelers from the Indians,
and the government established overland mail service.
Citizens of Arizona unsuccessfully tried to join with
southern New Mexico in a new territory when they
became dissatisfied with their territorial government at
Santa Fe. The region was declared part of the Confed-
eracy during the American Civil War (1861-1865), but
Union troops occupied the region. The U.S. Congress
declared Arizona an official territory in 1863.

Gold and silver mining were the mainstays of
Arizona’s economy during the 1850s and 1860s. Jack-
son Snively first discovered gold on the Gila River, 20
miles above the Colorado. Those who rushed in to pan
for gold earned as much as $125 a day for their efforts,
and Gila City soon became a boom town with gam-
bling halls, saloons, and temporary dwellings for the
prospectors. Gold mines were also established along
the Colorado and in the interior mountains, and silver
was discovered in Tombstone and other districts.

As military posts sprung up to protect the influx of
people and the towns they created, the cattle industry
benefited from the increased demand for beef. Irrigated
farming developed and Phoenix became an agricultur-
al center. Cattle ranching continued to expand in the
1870s after the Apache Indian threat subsided. At first
driven in from Texas and Mexico to supply the armies
that protected Arizona, cattle soon became a major
source of income. Along with lumbering and mining,
cattle ranching flourished when the Southern Pacific
Railroad reached Tucson in 1880; the Atlantic and
Pacific (later merged with the Santa Fe) offered service
to California through Flagstaff in 1883. Copper mining
became more profitable than silver mining by the 1890s.

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY

51



Arizona

ARIZONA
Explanation

Point of Interest

City (20,000-100,000 people)
City (more than 100,000 people)
State Capital

U.S. Interstate Route

UTAH

IQ@@@»

Area of Interest

Glen Canyon
National .
Recreation
Area

25 50 miles

o

MOHAVE ) cocommo o

0 25 50 kilometers

Kaibab

Indian. .
Reservation Navajo
v Reservation:
Kaibab S tions
i Nation.
National Marble Canyon Maantumgllvl
National Monument|
Canyon De Chelly
National Monument|

\l_'_'_"_'_'_'_'—'_"

\‘ Forest
N NEVADA

k
\ Hopi

. Indian’
\ ) Reservation
5 LAPAZ Havasupai
\ Lake Mead' Ind. Res.
2 National
Recreation
\ Area Lﬁ;ﬂ L Wupatki
~ e Hualapai Natil Mon.

\ __Ind. Res. Kaibab

Lake “ National

. Mohave | vavaai . Forest

o
| Nat'| Mon.J 3=

Bullhead
\ Clly
Flagstaff
Fort
Mohave
Ind. Res.

Petrified For,| A
National Park|

Prescott B |
National 0 "y
Forest | e cy, Zuni
| o uni
|
|

Indian
Reservation
A

Apache
Sitgreaves

Lake
National Forest

Havasu

Prescott

|
|
I
|
|
|
|
|
.®Lake . |
Havasu City |
™ \ i

A i
Buckskin AL"‘,’("G I
Mountain  r9Ke |
CALIFORNIA @R L

Colorado River | MARICOPA =
Indian Reservation |

Fort Apachel.
Indian Reservation:

NEW MEXICO

|
| City
|

®
~—, Glendale(@) 0 Indian Reservation
Y

=
Phoenix==@@Mesa
Tempe” @ @gilbert
Chandl‘er

Kofa
National |
wildife Ref,

\ Apache

National
Forest

~

|
- - N
e ——— 7 > coramad
Yuma, '&: oronado \
Luke-Williams| Saguaro N National \
&um Air Force Range| National 2 |
- RN
Cabeza Prieta ‘ (10)
Nat'l Wildlife Ref.
Papago
Ind. Res.|

e Organ Pipe
.~ Cactus San Xavie
Nat'l Mo, an Xavier
S~ - Ind. Res. l Coronado

fy
|
|
|
|
|

~ A Cororado
(19 Natidnal National
Forgst Forest

Coronado — SANTA
National cruz )
Forest (@ Sierra Vista
1]

MEXICO

Coronado
Nat'l Monument - - ooc—

State of Arizona.

52 GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



During the late nineteenth century political power
responded to the needs of the merchants and capitalists
with strong ties to California and the East, such as the
mining and railroad interests, by calling for statehood
for Arizona. The movement for statechood was slow to
attract interest on the federal level but in 1912 Arizona
finally became the 48th state.

During World War I (1914-1918) the copper
industry continued to grow. Problems with the lack of
water were partially solved in 1917 when the Salt River
Valley Project was opened, providing enough water for
agricultural development in central Arizona. The
Goodyear Tire and Rubber Company soon established
large farms in the Salt River Valley to produce pima
cotton. Labor unrest followed much of this expansion.
More than one thousand striking miners were deported
from the cities of Bisbee and Jerome in 1917. In the
1920s a general depression closed banks, discouraged
agriculture, and shut down mines. Local promoters
tried to bring relief by encouraging highway building
and tourist resorts.

In the 1930s Arizona suffered from the Great
Depression (1929-1939), as did the rest of the country.
A copper tariff brought some relief to the mining
industry and federal relief and recovery funds also
helped through the initiation of irrigation and public
works projects. During World War II (1939-1945)
recovery occurred rapidly as camps were built in the
state for military troops, prisoners of war, and dis-
placed Japanese Americans. The meat, cotton, and
copper industries thrived, and many processing and
assembly plants were built in the state.

Following the war Arizona developed a truly
modern economy. Wartime production was replaced
by peacetime manufacturing, which soon became the
major source of income in the state, especially in the
Phoenix and Tucson areas. The state made itself attrac-
tive to industry with a favorable tax structure, plenty of
electric power, an available labor pool, and low land
costs. The advent of air conditioning also made busi-
ness and living more bearable in Arizona’s torrid heat.

Like the rest of the southwest ‘‘sun belt’’ states,
Arizona grew phenomenally during the 1970s and
1980s, increasing in population by 39 percent between
1973 and 1983. During the same period total employ-
ment grew by 49 percent and personal income by 218
percent. The most prosperous areas were the populous
Maricopa and Pima counties, with a far lower income
level in most other counties. This distribution of wealth
in large part overlapped the ethnic composition of the
state, with much of Arizona’s large Mexican American
population among the poorest citizens of the state.

Arkansas

Despite this fact, Arizona politics were traditionally
conservative, a political characteristic reinforced by
the presence of many retirees. Statewide in 1995, only
about eight percent of its workers belonged to la-
bor unions.

The problem of water supply continued to plague
Arizona in the late twentieth century. To address this
issue, in 1985 the Central Arizona Project (CAP) was
built, diverting water from the Colorado River to the
rest of the state. This project included a $3 billion
dollar network of canals, tunnels, dams, and pumping
stations. CAP was controversial; many felt that the
water supply exceeded demand and that the water was
of poor quality.

Modern Arizona’s major products include elec-
tronic components, non-electrical machinery, copper,
cattle, and cotton. Some of the important electronics
and technology-related industries in the state include
Motorola, Allied Signal Aerospace, Honeywell, Hughes
Missile Systems, and Intel. Next to the technology
industry, the state’s biggest employer is tourism. Twenty-
two national parks and monuments are located within
the state, the most popular of which is Grand Canyon
National Park. Lake Mead and other lakes created
during water reclamation projects attract vacationers,
as do Indian reservations and dude ranches. In 1996 the
state ranked 36th among the 50 states in per capita
personal income.

See also: Mexican Cession, Sun Belt
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ARKANSAS

Arkansas has maintained a certain backwoods
reputation in spite of its attempts to modernize and
industrialize. At first totally dependent on the cotton
crop grown on slaveholding plantations, the state was
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forced to diversify its agriculture after the Civil War.
Today agriculture is only a small part of the state’s
economic output; such sectors as manufacturing, min-
ing, and services are far more important to the state’s
economy. Arkansas continues to struggle to provide
employment for its poorest citizens, many of whom
lack education and job skills.

Hernando de Soto (c.1496-1592) led the first
Spanish expedition into Arkansas in 1541. In 1673 a
French expedition headed by Father Jacques Mar-
quette (1637-1675) and Louis Jolliet (1645-1700)
entered the territory, as did Robert Cavelier, Sieur de la
Salle (1643-1687) in 1682. La Salle claimed the whole
Mississippi valley for France. The first permanent
European settlement was at Arkansas Post, at the
confluence of the Arkansas and White Rivers. France
held onto the territory until 1762 when it was ceded to
Spain, although it was later returned to French control.
The French sold Arkansas to the United States as part
of the Louisiana Purchase in 1803. Initially, part of the
Missouri Territory, Arkansas, became an independent
territory in 1819 and entered the Union as a slave
state in 1836.

Southern and eastern Arkansas fast became cot-
ton-growing areas, with the large plantations run by
slave labor which characterized other southern states.
The northern and western counties in the Ozark and
Ouachita mountains were populated by smaller, poorer
white farmers.

DEEP IN THE ARKANSAS CONSCIOUSNESS
IS A TRAGIC SENSE THAT ACROSS THREE

CENTURIES OF EXISTENCE AS A COLONY,

TERRITORY, AND STATE ITS PEOPLE HAVE
BEEN MISUNDERSTOOD AND PUT UPON.

Harry S. Ashmore, Arkansas: A Bicentennial History, 1978

In the mid-nineteenth century the state was beset
by credit problems. The state’s two largest banks failed
in the 1840s, the government defaulted on bonds issued
by one of the banks. A measure of the fatalism and
distrust of banks on the part of the rural population is
evident in the fact that the state constitution was
amended to prohibit all banking in the state. After the
American Civil War (1861-1865) banking was re-
stored, but the state again defaulted on its obligations to
pay off railroad bonds. Until 1917 Arkansas securities
were not honored by New York banks.

Transportation was slow to develop in Arkansas.
Before the Civil War, commerce developed along the
rivers where freight was shipped by hand-propelled

Arkansas

keelboats and later, by steamboat. Thus the major
towns in the state, such as Little Rock, Camden, Fort
Smith, and Pine Bluff, grew along the waterways.
Little Rock boasted over 300 steamboats docking in
1859. In the later nineteenth century towns were found-
ed not only by the rivers but also in the interior. This
happened in the 1870s, when the railroads begin to
traverse the state, laying 2,200 miles of track by 1890.

In 1861 after a period of hesitation the state voted
to secede from the Union. After the South’s defeat in
1865 a Reconstruction (1865-1877) government was
established that was led by Governor Powell Clayton
and other northern Republican politicians. The people
in Arkansas hated the corruption and exploitation they
suffered under these profiteering outsiders, whom they
called carpetbaggers. They ruled the state until 1874
and left such a bad reputation that after Reconstruction,
the Democratic Party was in power for many dec-
ades to come.

When the Confederacy collapsed property values
in the South deflated rapidly. In order to restore agri-
cultural productivity in Arkansas after the war a system
of ‘‘sharecropping’’ was developed. According to his-
torian Harry S. Ashmore ‘It would prove a blight to
whites and blacks alike in the years to come, and at its
worst it properly could be condemned as the replace-
ment of slavery with a form of peonage. But it provided
a means of survival for both races in a desperate
time....”

After Reconstruction Arkansas railroads promot-
ed immigration from other states and from abroad,
hoping for settlers to establish themselves on the land
the railroads had received through government grants.
The railroads also controlled large stands of virgin
timber. By the 1880s the two largest landowners in
Grant County were the St. Louis and Iron Mountain
Railroad and the Muskegon Lumber Company of Michi-
gan—the latter evidence that most of the lumbering
profits were going out of state.

Arkansas was slow to modernize and did not really
emerge from its agricultural past until after the Great
Depression (1929-1939). Its farm economy gradually
changed from total dependence on cotton to the grow-
ing of crops like rice and soybeans and the production
of poultry. Cotton, formerly grown only on large
plantations, began to appear in the northwest hill
country. Tenant farming was the norm for several
decades after the Civil War. Coal mining began in the
late nineteenth century; the state also mined bauxite
and produced oil. Lumbering was important until around
1909, when it decreased until reforestation began in the
1920s. Pulaski County’s industrial development was
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Arms Race

slowed down by the controversy over school integra-
tion in Little Rock in 1957, but development continued
in the following decades.

In 1966 Winthrop Rockefeller became the first
Republican governor since Reconstruction, bringing a
new, businesslike image to the state. Though he warred
constantly with a Democratic legislature he did en-
courage investment in the state. In the early 1970s the
Arkansas River navigation system opened up a water
route between the Mississippi River and Oklahoma,
helping to promote industrial expansion in several
river ports along the Arkansas River. By this time the
tenant farmer economy had been virtually eliminated
by farm mechanization and industrialization.

A later governor, William Jefferson Clinton, who
became U.S. President in 1992, brought a number of
reforms to the state in areas such as health insurance,
education funding, and investment tax credits for cor-
porations. Arkansas’s constitution, however, requires a
two-thirds majority vote of the legislature for new state
income taxation and this had hampered the state gov-
ernment’s efforts to improve the state’s standard
of living.

In the mid-1990s Arkansas’s important industries
were manufacturing, especially lumber and wood prod-
ucts, agriculture, forestry, and tourism. Over 40 per-
cent of the state’s annual gross product was now based
on commercial, financial, and professional services.
Some industries such as chicken processing, enjoyed
close relations with the state’s regulatory system. The
state’s per capita income was under $17,000 in 1996,
ranking it only 47th in the nation. Although a number
of important labor reforms were passed at the begin-
ning of the century Arkansas is not a strong union state,
with only eight percent of workers claiming union
membership.

See also: Keelboats, Reconstruction,
Sharecropping, Steamboats
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ARMS RACE

Arms race is a term that refers to the intensely
competitive and belligerent manner in which the Unit-
ed States and the Soviet Union developed their nuclear
weapons systems between 1945 and 1989. When the
U.S. dropped two atomic bombs (A-bombs) on Japan
to end World War II (1939-1945), Soviet Premier
Joseph Stalin (1879-1953) immediately assembled a
team of physicists to begin work on a Russian A-bomb.
Tripling the scientific budget, Stalin made clear that
the team was to proceed expeditiously without regard
to cost. Four years later, on August 29, 1949, the
Soviets astounded the world by detonating their first
A-bomb far ahead of schedule. The United States
responded by beginning work on a bigger, more pow-
erful bomb known as a hydrogen bomb (H-bomb).
Detonated on November 1, 1952, America’s first H-
bomb exploded with a yield of 10.4 megatons, or a
thousand times more powerful than the bomb dropped
on Hiroshima, Japan. This time it only took the Soviet
Union 9 months to catch up, as they tested their first H-
bomb on August 12, 1953. Although the Russian bomb
was a comparatively small device of 400 kilotons, a
sampling of its radioactive cloud produced traces of
lithium, an element the United States had not yet
technologically harnessed. President Dwight D. Eisen-
hower (1953-1961) suggested replacing the escalating
Superpower competition with nuclear cooperation, but
opponents accused him of being soft on Communism.

In 1954 the Soviets tested the world’s first H-
bomb dropped from a bomber airplane. Three years
later the arms race reached outer space, when the
Soviets launched Sputnik. A group of satellites de-
signed to measure the temperature and density of the
earth’s upper atmosphere, Sputnik was powered by
intercontinental ballistic missiles (IBMs) that could
reach the American soil in a few hours. Now fearful
that it was losing the arms race, the U.S. government
began investing heavily in national defense and tech-
nology. The National Aeronautics and Space Adminis-
tration (NASA) was established in 1958, the same year
that college students were offered millions of dollars in
loans and grants to major in science, engineering, and
mathematics. The United States also began stockpiling
its nuclear arsenal. By 1962 the United States had over
27,000 nuclear weapons, 500 long-range bombers, and
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It shall be the policy of this nation to regard
any nuclear missile launched from Cuba
against any nation in the western hemisphere
as an attack by the Soviet Union on the
United States, requiring full retaliatory re-
sponse. . . . I call upon Chairman [Nikita]
Khrushcheyv to halt and eliminate this clandes-
tine, reckless, and provocative threat to world
peace. . . . He has an opportunity now to
move the world back from the abyss of
destruction.

President John F. Kennedy, Television Address,
October 22, 1962

2,500 mid-range bombers that were at a constant state
of full military readiness. The year 1962 also marked a
turning point in the arms race. In October the Soviets
began installing IBM launchers in Cuba, only 1,100
miles away from Washington, D.C. Although the Unit-
ed States already had nuclear warheads pointed at the
Soviet Union from Western Europe, a U.S. naval
blockade of Cuba and the nation’s seeming willingness
to go to war over the issue forced the Soviet Union to
dismantle the missile launchers and remove them from
the western hemisphere.

Having teetered on the brink of annihilation dur-
ing the Cuban Missile Crisis, fewer people in the
United States believed that a nuclear war was winnable.
Instead, more Americans became convinced that a
policy of Mutual Assured Destruction (MAD) was the
most effective deterrent against either side launching a
first strike. For the next 25 years both nations made
efforts at arms control through bilateral accords, but
fear, mistrust, and cheating on both sides got in the
way. It was not until the Soviet Union itself collapsed
in 1989 that the arms race between the two countries
officially came to an end. The arms race cost Ameri-
cans approximately $5.5 trillion dollars, and contribut-
ed to the federal government’s $4 trillion debt in the
1980s, when spending on nuclear weapons systems
skyrocketed. At the same time, the collapse of Com-
munist Bloc countries in Eastern Europe has been
largely attributed to the Soviet Union’s failed efforts to
keep its economy afloat while attempting to accelerate
development of its own nuclear forces during this period.
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ARSENAL OF DEMOCRACY

Arsenal of Democracy was a phrase used by
President Franklin D. Roosevelt (1882-1945) to de-
scribe the United States as he tried to arouse popular
support for sending military aid to nations fighting
against the Axis powers (Germany, Italy, and Japan,
among others) during World War II (1939-1942). Re-
elected to an unprecedented third term in November of
1940, Roosevelt had made an unqualified campaign
pledge to keep the U.S. out of the war. But by the end of
the year Great Britain lacked sufficient capital to pay
for war materials necessary to defend itself against
German air and naval attack. Roosevelt, speaking to
the nation during a fireside radio broadcast on Decem-
ber 29, 1940, told the American people how their
country’s security hinged on the survival of Great
Britain. The president explained that the United States
must become ‘‘the great arsenal of democracy’’ in the
struggle against global tyranny and dictatorship. In
March 1941 Congress passed the Lend-Lease Act,
which gave the chief executive broad authority to
provide Britain and its allies with munitions, petrole-
um, industrial materials, agricultural products, and
miscellaneous other goods and services that deemed in
the interest of U.S. national defense. Over the next four
years the United States provided the Allied cause with
44 million rounds of ammunition, 20 million machine
guns and pistols, two million trucks, 107,000 tanks,
and 93,000 ships.

See also: Lend-Lease Act, Franklin D. Roosevelt,
World War II

ARTICLES OF
CONFEDERATION

The Articles of Confederation comprised the gov-
erning document that was the forerunner to the Consti-
tution of the United States (1789). Drafted by the
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Articles of Confederation

The July 26, 1946 atomic bomb test at the Bikini Atoll in the South Pacific. The development of nuclear weapons was an important
aspect of the Cold War.

Second Continental Congress at York, Pennsylvania,
on November 15, 1777, the Articles of Confederation
went into effect on March 1, 1781, when the last state
(Maryland) ratified the document.

The Articles provided the original thirteen states
(Connecticut, Delaware, Georgia, Maryland, Massa-
chusetts, New Hampshire, New Jersey, New York,
North Carolina, Pennsylvania, Rhode Island, South
Carolina, and Virginia) with more power than the
central government. Each state was given sovereignty
and one vote in Congress. Congress, unable to levy
taxes, had to rely on the states to do so. It was also left
to the states to carry out the acts of Congress, whose
powers were limited to declaring war and peace, man-
aging foreign relations, commanding the military (an
army and a navy), and issuing and borrowing money.
But Congress had no authority to regulate commerce
and each state was free to set up its own taxes, tariffs,
and trade policies.

The inadequacies of the Articles of Confederation
became clear in the first few years after they went into
effect. In particular, as the post-war economy suffered
a depression, the non-payment of farm mortgages and
of taxes led to courts seizing the property of their
citizens. This enraged the farming population, many of
whom were veterans of the American Revolution (1775—
1783). Many of these hard pressed farmers decided that
the present government was no better than the British
had been.

The most significant manifestation of this discon-
tent was Shay’s Rebellion (1786—1787). Daniel Shays,

who had been a captain in the Continental Army, led a
band of several thousand disgruntled farmers through-
out western Massachusetts stopping the courts from
seizing land for non-payment of taxes. The money to
put down the rebellion had to be loaned to the Conti-
nental Congress by Boston bankers. This crisis con-
vinced many of the political leaders of the new nation
to conclude that the Articles of Confederation had to be
revised. Once the process of revision was underway,
the entire document was replaced by the Constitution.

James Madison (1751-1736) was among those
who realized that the Articles made for a weak national
government. He and others such as Alexander Hamil-
ton (1755-1804) led the movement to change that
orientation even at the expense of the states. Eventual-
ly, Hamilton and Madison won the backing of the other
leaders like George Washington (1732-1799), John
Jay (1745-1829), and Thomas Jefferson (1743-1836).
Thus, political consensus among the political elite of
the new nation led to the Philadelphia Constitutional
Convention (1787), where the U.S. Constitution was
drawn up.

One lasting provision of the Articles of Confed-
eration was the Ordinance of 1787. Adopted early in
the era of westward expansion, the ordinance estab-
lished guidelines for how the nation could enlarge
itself. Un-surveyed wilderness would eventually at-
tract settlers. A legislature would be elected as soon as
the population included five thousand voting citizens
(men only) and the territory would be eligible for
statehood once its population had reached sixty thousand.
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See also: Constitution, Continental Congress
(Second), Alexander Hamilton, Thomas Jeffer-
son, Shays’ Rebellion, George Washington

ASIAN FINANCIAL CRISIS

The Asian financial crisis in the late 1990s had its
roots in private sector borrowing. In years recent to that
time, most of the afflicted countries ran budget surplus-
es or small budget deficits while private sector borrow-
ing increased heavily, especially short-term and from
abroad. For example, loans to Thai corporations from
international banks doubled from 1988 to 1994. By
1997, Thai foreign debt stood at $89 billion—four-
fifths of the amount owed by private corporations.
Most disturbingly, one-half of Thailand’s debt was
short-term, falling due all within one year.

The Asian economies collapsed when their export
boom came to a halt and their short-term loans came
due. In 1996 Thai exports stagnated because of a
decline in demand from First World countries, espe-
cially from recession-ridden Japan. Also, opening do-
mestic markets to outside money (under an early round
of pressure from the International Monetary Fund)
brought a deluge of short-term foreign investment and
spurred heavy short-term borrowing from abroad, fuel-
ing a building boom. By the mid-1990s, speculative
investments in everything from high-rise office towers
to golf courses accounted for nearly 40 percent of
growth in Thailand.

Thailand’s bubble was not the only one to burst,
for in 1998, the entire region endured a painful and
extended drying-out process. Southeast Asian exports,
from autos to computer chips, from steel to textiles,
glutted international markets. The crisis was made
worse by intensifying competition from Chinese ex-
ports. Foreign financial capital fled; domestic spending
collapsed; banks failed at an unprecedented rate, and
unemployment climbed. Suffering increased as large
numbers of people across the region fell into poverty.

Most economists agreed that the Asian capital
markets failed in three critical ways. First, there was
too much capital. Lured by the prospect of continued
double-digit growth, investors continued to put money
into uncertain markets in spite of the widespread
financial instability. Second, the capital markets and
the banking system could not channel these funds into
productive uses. Too much money went into real
estate, and too little went into productive investments

Asian Financial Crisis

likely to sustain the export boom. Third, there was no
commitment. Too much capital rushed out too quickly.
The excessive inflow of capital reversed itself at the
first sign of trouble and fled with little regard for the
actual strength of a particular economy.

As the 1990s drew to a close, most financial
conservatives argued that international markets were
stable, if subject to periodic excesses. These excesses
could be traced back to a misguided interference in
market economy. Conservatives believed the problem
varied with the situation: industrial policy, crony capi-
talism (political connections guiding private sector
investment decisions), or fixed exchange rates. But in
each case, conservatives contended that the economies
of Southeast Asia ran into trouble because non-market
forces had a hand in allocating credit and economic
resources better left to the financiers. Their solution
was to end the non-market allocations of resources.
Alan Greenspan (1926—), the chair of the U.S. Federal
Reserve, concluded the Asian crisis would root out
“‘the last vestiges’ of artificially inflated and poorly
managed markets and will ultimately be regarded as a
milestone in the triumph of market capitalism.

Liberals disagreed. They contended that none of
the leading economies of the region relied on govern-
ment-managed industrial policies to direct economic
growth. They maintained that crony capitalism was a
constant, not a new element in the Southeast Asian
economic mix; that it was just as present in the boom as
it was in the crisis; and that there was no evidence that
cronyism was responsible for turning investment in its
speculative direction. They also contended that there
was no reason to believe that greater transparency in
financial transactions would have done anything to
extinguish the speculative frenzy. For liberals, the root
cause for the economic crisis of Southeast Asia, which
threatened the onslaught of a worldwide depression,
was the abrupt reversal of the excessively fast rise of
capital inflows and the falling global demand for the
exports from that region.

Liberals insisted that some sort of public policy
that regulates capital, whatever its national origins, is
most needed in Southeast Asia. They believed that only
regulation demanding genuine accountability from both
the cronies and the capitalists offered the prospect of
genuine reform. They conceded that the crunch of
economic losses and slack labor markets made reform
more difficult. But they maintained that as long as the
myth of infallible markets was punctured, movements
organized, and the opposition to free markets was
strengthened, the Asian financial crisis offered the
opportunity and the potential to regulate capital.
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Assembly Line

Surprisingly, the U.S. economy survived the crisis
and remained relatively unharmed by it, despite sig-
nificant drops in exports to Japan, South Korea, Thai-
land, and Indonesia. Economists pointed to three im-
portant factors contributing to the strength of the
American economy. First, the Federal Reserve re-
mained relatively passive during the crisis, which
helped produce large gains in residential construction
and commercial real estate. Second, the resiliency of
the U.S. equity market boosted foreign demand for
U.S. financial assets. Third, the fall of global com-
modity prices and U.S. import prices helped boost
consumer real income in the United States by lowering
inflation.

See also: Capital, Exchange Rates, Interna-
tional Monetary Fund, Recession, Speculation,
Unemployment
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ASSEMBLY LINE

Developed in the early twentieth century, assem-
bly line methods greatly increased the efficiency and
productivity of manufacturing. The moving assembly
line is a highly mechanized process that breaks manu-
facturing tasks down to the smallest detail. A product
moves along a conveyor belt that is lined with workers.
Each laborer performs one simple operation in the
production process, so that by the time the product
reaches the end of the line, it has undergone many
different operations and is completely finished.

This method of mass product manufacturing can
be done by largely unskilled laborers. It is an early
example of the growing interaction between human
laborers and machines in the workplace. The increased

production and efficiency not only allowed businesses
to put more of their product on the market, but it also
lowered the costs of production. This, in turn, de-
creased the cost of the product to consumers.

The assembly line was first used by the brewing,
canning, milling, and meatpacking industries. The most
successful early use of the assembly line is in the
automobile industry. In 1913, Henry Ford (1863-
1947) began to use the assembly line at his Ford Motor
Company in Highland Park, Michigan. Ford used the
method in the assembly of the flywheel magneto, a part
of the automobile’s electrical system. It showed such
promise that a year later, in 1914, Ford introduced an
electrically driven endless-chain conveyor to move
entire auto chassis down the line for production. It was
a success. Production increased from 475 cars in a
nine-hour day to over 1200 cars in an eight-hour day.
By using the moving assembly line, Ford Motor Com-
pany tripled production and reduced labor time per
vehicle by almost 90 percent.

Since Henry Ford’s success, the assembly line
process has continued to grow. One development is the
modular assembly. This process strives to increase
efficiency by having parts of a whole product produced
on subassembly lines before joining the main line for
final production. For example, in the automobile indus-
try the chassis, interior, and body would each be
produced on their own subassembly line before joining
together at the final stages of production.

The new assembly line methods being developed
all aim to refine its original goal—to improve the
production process by reducing the amount of time
workers and machines spend on specific tasks.

See also: Automobile Industry, Colt
Manufacturing, Ford Motor Company

ASSET

Assets are items that have value, which can be
measured monetarily. There are two types of assets:
tangible and intangible. Tangible assets, or touchable
assets, are real, physical objects such as equipment,
raw materials, furniture, and land. Intangible assets
may represent something of economic value that is not
cash or a physical item or place. Examples include
patents, copyrights, trademarks, franchises, leases, tech-
nical expertise, and goodwill. Intangible assets repre-
sent long-term rights that have future value to a busi-
ness. For instance, a copyright gives the owner the
right to publish a literary or artistic work for the life of
the creator plus 50 years. Goodwill is an intangible
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Assembly line workers put the finishing touches on automobiles being manufactured at a Ford Motor Company plant in Detroit,
Michigan.

asset because it represents the amount of money over
the fair market value paid by the buyer to the seller in
expectation of the ability of a business to generate
higher than normal earnings.

Assets can also be divided in two ways—current
and non-current. A current asset is cash or something
that can be converted quickly into cash (usually under
one year). Current assets may include marketable secu-
rities, notes receivable (formal written promises to
receive a fixed amount of money at a future date of less
than one year) and accounts receivable (money due
from customers for services rendered) less allowance
for uncollectables, inventory, supplies and prepaid items.

A non-current asset can be either tangible or
intangible. A non-current tangible asset is something
of value such as land, equipment, machinery, furnish-
ings, or buildings, which is used to produce a good or
service. The benefit of a non-current asset usually
extends more than a year and cannot be quickly liqui-
dated. The value of a non-current intangible asset such
as a patent is spread out over a number of years. This

cost is called amortization. An asset is no longer an
asset when it stops being economically viable to
its owner.
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ASTOR, JOHN JACOB

The life of John Jacob Astor (1763-1848), a fur
trader who became one of the wealthiest individuals in
U.S. history, is a classic example of a rags-to-riches
story. Born to a poor butcher in Waldorf, Germany, in
1762, he died 85 years later in New York with a fortune
estimated in 1998 dollars at $78 billion.

Atage seventeen, Astor left Germany for England,
where he learned English and worked for his brother, a
musical instruments craftsman. After three years, John
Astor had saved enough money to immigrate to the
United States. In March 1784, after a long trans-
Atlantic crossing, he arrived in New York with seven
flutes and $25. During the voyage, young Astor be-
friended a fellow German emigrant who had previous-
ly worked as a fur trader in the United States. The
information that he gleaned from his new friend con-
vinced him to make his career in the fur trade.

Starting out in the fur business as a clerk, Astor
quickly moved on to work for himself. In 1786 he
married Sarah Todd and, with the help of her $300
dowry, opened a store on Water Street in New York
where he sold musical instruments and bought furs.
Both Astors were very involved in the new business
and lived very frugally. Astor often left the shop in his
wife’s care when he traveled to what was then the U.S.
frontier in search of furs. In 1789 Astor purchased his
first Manhattan property: two lots on the Bowery Lane
for $625.

By 1800 Astor was worth $250,000, and he was
the leading fur dealer in the United States. Following a
trip to London, England, in 1799, where he obtained a
license to ship to any East India Company port, Astor
became involved in trade with the Orient. He began
expanding the scope of his business by shipping furs to
China and importing Chinese silks and teas. A part of
his profits from these ventures immediately went into
real estate purchases in New York.

The success of the Lewis and Clark expedition in
1806 opened up the great fur lands of the U.S. North-
west. Astor was determined to establish an outpost on
the Pacific Ocean. In the spring of 1811, the ship
Tonquin arrived at the mouth of the Columbia River. A
fort was built and the settlement was named Astoria.
For once however, Astor’s timing was poor; during the
War of 1812 (1812-1814), his agent was forced by the

John Jacob Astor.

British to sell the outpost to Canada’s Northwest
Company for $58,000.

Astor emerged from the war wealthier than ever.
With a consortium of other businessmen, he bought $2
million in bonds from the hard-pressed U.S. govern-
ment, paying only 88 cents on the dollar. By the 1820s
Astor’s Manhattan properties had also become prime
real estate; one of his holdings would include the
famous intersection of 42nd Street and Broadway.
When he saw the fur trade begin to decline, he sold out
his commercial interests and turned his strong intellect
and acquisitive instincts toward his real estate invest-
ments, buying up land in sparsely inhabited northern
sections of Manhattan.

Astor did not sell off his land when prices soared;
instead, he developed his properties by building com-
mercial buildings and apartments on them. In the hands
of his descendants, it was the Astor real estate in
Manhattan that was critical to the spectacular growth
of the family fortune, which reached $200 million
before 1900.

Astor, grieving over the death of his wife, spent his
last 14 years administering to his estate and managing
his properties. When he died in 1848 he was the richest
man in the United States, leaving an estate of some $20
million. His only public bequest was a comparatively
insignificant $400,000 to found a public library, the
Astor Library, which was later consolidated with other
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libraries as the New York Public Library in 1895. He
left the remainder of his wealth to secure his family’s
immense fortune for the next century.
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AT&T CORPORATION

The AT&T story is the saga of a giant ‘‘natural
monopoly’” compelled to engage in periodic massive
reorganizations in order to comply with the swings in
government policy from non-regulation to regulation
to de-regulation. The American Telephone and Tele-
graph Company (AT&T) was established by the Ameri-
can Bell Telephone Company in 1885 as its long-
distance subsidiary. At the time the U.S. telephone
system consisted primarily of unconnected local net-
works; Bell wanted to put a long-distance network in
place before its patents expired in 1894. Theodore J.
Vail, Bell’s general manager since 1879, was named
president of AT&T, but he left in 1887 over differences
with Bell’s Boston-based financiers.

As AT&T discovered it would be more expensive
to lay underground cables for a long-distance tele-
phone network, the company raised funds by selling
bonds to public investors. Throughout its history, AT&T
would raise money from the public through the sale of
stocks and bonds, and for many years AT&T stock was
the most widely held in the world. The need to attract
investors disciplined AT&T to be an efficiently run
company, even though it faced little competition for
much of its history.

In 1892 the company completed a New York-
Chicago long-distance line, and the following year
Boston-Chicago and New York-Cincinnati lines were
introduced. When Bell’s patents expired in 1894, the

AT&T Corporation

company faced increasing competition from indepen-
dent telephone companies, especially in the West and
Midwest. Bell was forced to expand more rapidly than
it had planned, growing from 240,000 telephones in
1892 to 800,000 in 1899.

The rapid expansion in the last decade of the
nineteenth century forced Bell to raise more capital.
American Bell was based in Massachusetts, which
imposed more regulatory interference to Bell’s plans
than did New York, where AT&T was based. As a
result, the company reorganized and made AT&T the
parent company of the Bell System, which it remained
until the breakup of the company in 1984.

AT&T aggressively met the challenge from inde-
pendent telephone companies, which were unable to
compete with it for very long. Telephone systems
sprouted like weeds in rural areas, increasing from
267,000 in 1902 to 1.4 million in 1907, a year in which
independent phone companies operated 51 percent of
all phones. AT&T’s response was to slash phone rates,
emphasize customer service, and buy out the failing
independent companies. The company often used its
political and financial clout to make it hard for the
competition to survive.

As AT&T grew in the first decade of the twentieth
century, its finances weakened, allowing financier J.P.
Morgan to gain control of the company in 1907.
Morgan and his investor group brought back Vail as
president for the purpose of creating a comprehensive,
nationwide communications system. At the time Vail
took over AT&T’s operations, it had more than three
million telephones in service, but was plagued with a
bad public image, low morale, poor service, numerous
debts, and serious technological problems.

Vail was one of the first U.S. business leaders who
knew how to balance the profit motive with the need to
please customers. Within a decade he turned AT&T
around and made it a model of corporate success. He
improved the company’s finances by selling bonds at a
discount to shareholders. He increased the amount of
research and development and laid the foundation for
what would become Bell Labs in 1925.

Although Vail and Morgan were monopolists,
they were unable to make AT&T the sole supplier of
U.S. telecommunications services. After acquiring a
controlling interest in Western Union in 1910 and
buying out numerous independent telephone compa-
nies, Vail decided to sell Western Union in 1913 and
allow the independents access to AT&T’s long-dis-
tance lines. These decisions were made in response to
growing anti-monopoly sentiments against AT&T and
resulted in a better image for the company.
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In 1915 AT&T completed the first coast-to-coast
long-distance line from New York to San Francisco.
Thus, AT&T dramatized their linkup when Alexander
Graham Bell and Thomas Watson re-enacted their
famous first-ever telephone conversation between the
two cities. AT&T was also able to send the first
transatlantic message in 1915. With the telephone
becoming a matter of national interest, pressure for
federal regulation was growing.

AT&T provided significant support to the military
during World War I (1914-1918) when its telephone
network was used for military communications. It also
set up radio and telephone communication lines in
France. In 1918 the U.S. government took control of
AT&T, making it a branch of the U.S. Post Office for
the duration of the war. Once the government had
control of the nation’s telephone lines, however, it
began to raise rates and introduce service connection
charges. Popular support for government ownership
quickly faded and in August 1919 the government gave
up control of AT&T. Vail retired that same year.

With telephone communications made exempt
from the Sherman Antitrust Act by the Graham Act of
1921, AT&T prospered during the 1920s. It expanded
into side businesses, including radio and film. By 1932
AT&T had the second largest financial interest in the
film industry which it sold in 1936; its national net-
work of 17 radio stations was sold in the mid-1920s. In
1925 Bell Labs became a separate company, jointly
funded by AT&T and Western Electric (AT&T’s tele-
phone equipment manufacturing subsidiary). Walter S.
Gifford, who became president of the company and
would serve in that capacity until 1948, exerted a
strong influence on the growing telephone industry.

AT&T suffered during the first years of the 1930s
when the Great Depression forced many families to
give up their phones because they could no longer
afford them. Sales at Western Electric fell from 411
million dollars in 1929 to 70 million dollars in 1933,
and revenues from subscribers dropped from 1.05
billion dollars to 853 million dollars for the same period.

Americans soon found, however, that the tele-
phone had become a necessity, not just a convenience
and by 1937, phone connections exceeded pre-Depres-
sion levels. By 1939 AT&T controlled 5 billion dollars
in assets—more capital than any other company had
controlled up to that time. The immense size of AT&T
prompted the newly formed Federal Communications
Commission (FCC) to investigate AT&T’s competi-
tive practices. There were renewed concerns over
AT&T’s monopoly of telephone service. While the

FCC’s final report was ignored as World War II (1939-
1945) broke out, the findings would have an impact on
the company later on.

AT&T AGGRESSIVELY MET THE CHALLENGE
FROM INDEPENDENT TELEPHONE
COMPANIES, WHICH WERE UNABLE TO
COMPETE WITH IT FOR VERY LONG. ... THE
COMPANY OFTEN USED ITS POLITICAL AND
FINANCIAL CLOUT TO MAKE IT HARD FOR
THE COMPETITION TO SURVIVE.

During World War II, Western Electric and Bell
Labs concentrated on military work. This government
subsidized research turned into a cornucopia of inven-
tion with vast implications for the company in the post-
war world. Research brought about patented ‘‘spin-
off”” inventions and technological innovations, like
radar and microwave radio relay systems. Other appli-
cations based on war-time research included coaxi-
al cable to carry television signals and the inven-
tion of the transistor, which eventually replaced the
vacuum tube.

In 1949, following up on the FCC’s investigation,
the U.S. Department of Justice, filed a suit seeking to
split Western Electric from AT&T. However, Western
Electric’s work during the 1950s on Nike anti-aircraft
missiles, the air defense radar system, and other de-
fense projects gave AT&T some leverage with the
Justice Department. In 1956 AT&T settled the antitrust
suit by agreeing to limit its business to providing
common carrier service and to confine Western Elec-
tric to providing equipment to the Bell System.

During the 1950s AT&T improved telephone com-
munications and lowered long-distance rates by mak-
ing it possible to dial directly to other cities without
using an operator. In 1955 it laid the first transatlantic
telephone cable, which it owned jointly with the British
Post Office and the Canadian Overseas Telecommuni-
cations Corporation. As the nation’s economy boomed
in the late 1950s, telephone usage reached unprece-
dented levels. Private lines replaced party lines, and
telephone based services became more common. AT&T
was in enviable financial shape.

AT&T became involved in satellite communica-
tions when it formed Bellcom to supply most of the
communications and guidance systems for the U.S.
space program from 1958 to 1969. The first AT&T
satellite, Telstar, was launched in 1962. That same year
Comsat was launched as a half public, half private
company to handle U.S. satellite communications;
AT&T owned a 27.5 percent interest at a cost of 58
million dollars.

64

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



AT&T spent more than 500 million dollars to
develop another communications innovation, an elec-
tronic switching system, during the 1950s and 1960s.
As the United States became more of an information-
based society, the speed and automation of the system
made possible huge increases in telephone hardware
efficiency during the 1970s and 1980s.,.

AT&T’s dominance in the communications indus-
try again prompted concern about its monopoly status.
In 1974 the company faced two antitrust lawsuits. One
suit, brought by long-distance provider MCI, claimed
AT&T was preventing it from competing in long-
distance calling. The second suit, brought by the De-
partment of Justice, called for the dismemberment of
AT&T, charging that it had used its dominant position
to stifle competition. As the Department of Justice suit
dragged on, AT&T earned record profits in 1980
and 1981.

When the Department of Justice suit came to trial
in 1981, both sides wanted to settle the case. AT&T
wanted to enter the computer and information services
business but was prevented from doing so by the 1956
consent decree. In 1982 AT&T was forced to set up a
separate, unregulated subsidiary called American Bell
to sell equipment and enhanced services. In January
1982 AT&T and the Justice Department reached an
agreement to break up the Bell System, leaving AT&T
free to compete in non-long-distance businesses such
as computers. Final approval to the AT&T breakup
was given in August 1983 by Federal Judge Har-
old Greene and the breakup became effective Janu-
ary 1, 1984.

At the time of the breakup, AT&T was the largest
corporation in the world with 155 billion dollars in
assets (even more than General Motors). After the
breakup its assets were reduced to 34 billion dollars
and net income dropped from 7.1 billion dollars to 2.1
billion dollars. Its 22 regional operating companies
were divided into seven regional holding companies
and AT&T was prohibited from using the Bell name.

The company was then organized in two major
groups: AT&T Communications, which handled the
company’s long-distance services, and AT&T Tech-
nologies, which manufactured and marketed telecom-
munications equipment. The latter began concentrat-
ing on switching and transmission systems for telephone
companies, an area in which AT&T was losing ground
to competitors. American Bell became AT&T In-
formation Systems and began investing heavily in
computers.

In 1986 James E. Olson became chairman of
AT&T, and Robert E. Allen became president. AT&T’s

AT&T Corporation

computer operations lost 1.2 billion dollars in 1986,
due to the lack of acceptance of AT&T’s newly devel-
oped Unix operating system. After Unix made some
progress in 1986 and 1987, AT&T formed a consorti-
um of Unix manufacturers that included Unisys and
Sun Microsystems. AT&T won two major government
contracts, including one to build a new government
telephone system. When Olson died in 1988, Allen
became chairman and CEO until 1997, when he was
replaced by C. Michael Armstrong, former chairman
of Hughes Electronics.

AT&T reported its first-ever loss in 1988, a stag-
gering 1.7 billion dollars. Then in 1989 it had a 2.7
billion dollars profit, the largest since the breakup.
With AT&T losing market share in long-distance serv-
ices, regulators gave the company permission to match
the low prices of its long-distance competitors such as
MCI and U.S. Sprint. Long-distance service was the
company’s primary source of revenue, but it used its
financial and information resources to enter other
businesses. In 1990 it introduced its Universal Card,
which combined the features of credit and calling
cards. In 1993 it acquired McCaw Cellular for 11.5
billion dollars, making it the dominant provider of
wireless communication services. AT&T’s structure as
an integrated services, equipment, and computer com-
pany was no longer appropriate for the rapidly chang-
ing industry;

In September of 1995, AT&T announced that it
would be splitting into three companies. One, a ‘‘new’’
AT&T, would concentrate on providing communica-
tions services. A second company, Lucent Technolo-
gies, would work in the area of research and develop-
ment of communications technologies. The third new
company, NCR, acquired in 1996 for an exchange of
stock valued at 7.3 billion dollars, would focus on
transaction-intensive computing. NCR and Lucent Tech-
nologies became separate, independent companies,
leaving telecommunications and long-distance servic-
es AT&T’s core business.

AT&T itself split into three main divisions ad-
dressing specific markets: business markets, consumer
markets, and wireless services. For 1997, business
markets generated 22.03 billion dollars in revenue,
consumer markets brought in 23.52 billion dollars, and
wireless services generated 4.43 billion dollars. The
company’s net income was 4.6 billion dollars, down
from the 5.9 billion dollars net income in 1996. Other
businesses and divisions that remained attached to
AT&T included AT&T Solutions (an integrated part-
ner of the business markets division); the local services
division (which led the company’s efforts to enter local
service markets); and AT&T Universal Card Services
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(the company’s credit card unit). These divisions were
supported by Network and Computing Services, which
ensured the reliability of AT&T products and services,
and AT&T Labs, which created new technologies,
products, and services.

Throughout its history, AT&T’s financial strength
allowed it to grow, improve, and make acquisitions. Its
accomplishments included the multi-billion-dollar digiti-
zation of its entire network as well as its entrance into
the international market in more than 200 countries.
AT&T launched WorldNet to meet competition from
the Internet arena and it also introduced DIRECTYV, a
television satellite system. At the end of 1998 AT&T
announced it would acquire IBM’s Global Network
business for 5 billion dollars in cash. The IBM Global
Network served large global companies, mid-sized
businesses, and individual Internet users in 59 coun-
tries. At the beginning of 1999 AT&T acquired cable
television giant, TCI (Tele-Communications Inc.), for
46 billion dollars, giving it 12.5 million cable subscrib-
ers who were also potential customers for local tele-
phone service, a market AT&T was interested in devel-
oping. As the twentieth century drew to a close, AT&T’s
prospects looked bright. It continued to be on the
cutting edge of technology and product development.
As a polymorphous entity that acquired and divested
itself of huge subsidiaries, it had outlasted the public’s
limited attention span and survived the threat of gov-
ernment regulation. Maybe it was a monopoly and
maybe it wasn’t. One thing was sure: the phone bills
kept going up.

See also: Interstate Commerce Commission
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AUTOMOBILE INDUSTRY

Few industries have had a larger impact on the
U.S. economy as the automobile industry. The devel-
opment of the motor vehicle brought significant changes
in twentieth century U.S. culture and society. The auto
industry provided progressively easier and faster trav-
elling and shipping and it spurred the development of
elaborate highway systems linking cities and states. It
also stimulated the creation of suburbs around major
cities. The average person could now afford to travel
easily from city to city and to commute to work from an
outlying area. Owning an automobile became an indi-
cator of financial success; some type of vehicle was
within the reach of all but the poorest citizens. Autos
were also one of the first products available for pur-
chase on a payment plan, a financial arrangement that
became a marketing mainstay of the U.S. economy. In
the cities buses allowed large numbers of people to
move easily from place to place at a low price. It also
became commonplace to bus children to schools. The
automobile also sparked the development of other
industries such as petroleum and steel, as well as other
support businesses such as gas stations, repair shops,
and automobile dealerships. Emergency systems also
depended on automobiles for getting people to hospi-
tals and for putting out fires.

Not all of these improvements, however, met with
success. For example, tractors and harvesters eventual-
ly became so sophisticated and expensive (including
improvements that made the work less onerous, like air
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conditioning and tape players) that it ran many farmers
out of business. In general, farm implement technology
based on internal combustion reduced the overall cost
of harvesting crops such as corn or wheat by using
machinery that did the work of several farmers in a
fraction of the time. This, however, drove farm fami-
lies off of their small farms and into the city.

The development of the automobile in the late
nineteenth century had its foundations in the invention
of the steam engine a century earlier. By the middle of
the nineteenth century certain types of farm equipment
had utilized the steam engine as a source of propulsion.
Inventor Sylvester H. Roper developed and tested
several steam carriages, which were shown in the East
and the Midwest. In addition to the steam engine, other
inventors tested electric and gasoline powered engines.
Frank and Charles Duryea tested a gasoline-powered
wagon in 1893. The development of these vehicles
grew out of the carriage industries. Many bicycle
companies also became involved in this process of
improving automotive technology by providing parts
such as ball bearings, wheels, and tires.

By the early part of the twentieth century, the
gasoline internal combustion engine became the favor-
ite choice for providing power to carriages, especially
after the 1912 Cadillac combined the engine with the
ease of an electric self starter. While electric and
steam-powered motor vehicles remained popular for a
while longer in the East, the Midwest became the home
for many of the producers of gasoline powered autos.
Ranson E. Olds (1864-1950) of Lansing, Michigan,
switched from steam engines to the gasoline engine by
the late 1890s, building the first in 1896. Production of
his cars was limited until 1899, when Olds Motor
Works was formed, a company that eventually became
known as General Motors’ Oldsmobile Division. Olds
expanded production and in 1904 about 5000 were
assembled, an impressive feat for the time. Many Olds
employees, machinists and parts suppliers eventually
left to form their own companies, such as Maxwell, the
Reo Company, Hudson, Cadillac, and Dodge.

By 1903 the Ford Motor Company emerged as a
rival to Olds by creating a sturdy but low-priced car
which became very popular. The Model T, sold from
1908 through 1927, became one of the most famous
cars of all time. With Ford’s utilization of the moving
assembly line, (¢ 1913-1914,) automobile yearly pro-
duction soared to numbers in the millions by the 1920s.

World War I (1914-1918) caused a shortage in the
materials used to produce automobiles, but production
resumed in full as soon as the war ended. However, the

Automobile Industry

bottom fell out of the automobile market as the country
entered a depression era (1920-1923). Many indepen-
dent or smaller automobile companies went out of
business. Larger companies struggled as well. Max-
well and Chalmers became part of a new company
named Chrysler Corporation in 1925. In 1928 the
Dodge Company also became a part of Chrysler. By
the late 1920s most smaller companies had either
disappeared or had been absorbed into one of the three
major companies: Ford, General Motors, and Chrysler,
known as The Big Three. General Motors, a leader of
the industry during this time, developed some very
successful managerial and marketing strategies, such
as improvements in offering consumers installment
credit, producing models in various price ranges that
encouraged car owners to trade in for a more expensive
model, and changing car designs yearly. Ford fell
behind by holding on to the Model T until it had been
long outdated; the company continued to struggle until
the 1950s. Chrysler remained a strong second place to
General Motors throughout the 1930s.

In the later 1930s automobile workers—both skilled
and unskilled workers—turned to unions to protect
their jobs. By the early 1940s the industry was fully
unionized, but not without several violent confronta-
tions. From 1937 to 1941 a bitter war of sorts was
waged between the Ford Motor Company and the
United Auto Workers. Several acts of violence oc-
curred, fostering the animosity between auto workers
and the large corporations.

During World War II (1939-1945) automotive
factories were put to use producing vehicles, airplanes,
airplane engines, and other related items for use in the
war. At the end of the war consumer production was
again booming as buyers replaced their aging autos.
The Big Three continued to dominate automobile
production throughout the mid-twentieth century. Dur-
ing the 1960s and 1970s laws were passed to improve
safety, including the requirement of seat belts and a
reduction in allowable automobile emissions. Fuel
efficiency soon became an important issue because of
the jump in gasoline prices in the mid-1970s. The
automotive industry tried to break its habit of produc-
ing big cars and turned to the design and manufacture
of smaller ‘‘economy’’ cars.

By the late 1950s foreign automobile manufactur-
ers began to export cars such as Volkswagens, Hondas,
Toyotas, and Datsuns. These cars became popular
because of their efficient fuel consumption, contempo-
rary design, and quality of construction. They soon
became a threat to U.S. manufacturers. By 1980 Japan
had become the primary producer of automobiles for
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the entire world. U.S. auto makers rose to the chal-
lenge, revamping, restructuring, modernizing, ‘‘down-
sizing’’ and even giving concessions to the auto com-
panies in the effort to protect jobs. The restructuring of
the U.S. auto industry meant more machines and fewer
workers, a prescription, which led to layoffs. Moreo-
ver, U.S. automobile companies bought into the for-
eign competition and thus became morally implicated
in the erosion of the U.S. ‘“middle class’’ standard
of living.

The final decade of the twentieth century found
the major automobile companies striving to please a
demanding American consumer while asking for con-
cessions from its unions and trying to compete with the
foreign competition. New innovations included: the
development and successful marketing of the sport
utility vehicle (a lighter version of the truck that could
be used both on and off the road), air conditioner
coolant that would not pollute, and plans by General
Motors to produce an electric car. At the end of the
1990s it remained to be seen whether these innovations
would revitalize the U.S. automotive industry.

See also: Assembly Line, Walter Chrysler,
Chrysler Corporation, Henry Ford, Ford Motor
Company, General Motors, Model T, Alfred
Sloan, United Auto Workers
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AUTOMOBILE, ORIGIN OF

The automobile was a four-wheeled vehicle pow-
ered by an internal combustion engine and used prima-
rily for the transportation of people. It was the result of
a series of inventions which began in 1769 when
French military engineer Nicolas-Joseph Cugnot (1725—
1804) built a steam-powered road vehicle. In the early
1800s other inventors also experimented with this idea
and the steam-powered vehicle was put into production
in Europe and the United States. A breakthrough in
developing gas-powered automobiles came in 1860,
when an internal combustion engine was patented in
France. But a prototype of the twentieth century auto-
mobile wasn’t ‘‘born’” until 1885 when Germans
Gottlieb Daimler (1834—-1900) and Carl Benz (1844—
1929) (working independently of each other) devel-
oped the forerunners of the gas engines used today. In
1891-1892 a French company Panhard et Levassor
designed a front-engine, rear-wheel drive automobile.
This concept remained relatively unchanged for nearly
one hundred years. In 1896 the Duryea Motor Wagon
Company turned out the United States’ first production
motor vehicle. The gas-powered cars were available
for purchase that same year. Until 1900 Europeans led
the world in the development and production of auto-
mobiles. But the first decades of the 1900s saw the U.S.
auto industry take the lead, establishing Detroit, Michi-
gan, as Motor City, U.S.A.

In 1908 Ford Motor Company (established 1903)
produced the first dependable, easily maintained, and
widely affordable automobile—the Model T. Ameri-
can consumers bought 17,000 Model Ts the year they
were introduced at the price of $850. The popularity of
the ““Tin Lizzie’’ (it was also nicknamed the ‘‘Flivver’”)
was met by stepped-up production: In 1917 Ford
produced 700,000 Model Ts. The innovation of the
moving assembly line (1914) steadily improved pro-
duction time. This resulted in lowering of manufactur-
ing costs and the decrease of the price of the car to the
consumer (in 1924 the Model T sold for just $295).
Model T now became accessible to working class
families. In the 1920s automobile registration in the
U.S. climbed from eight million to 23 million.

The impact of the automobile on American life
was profound and lasting. Public safety officials stepped
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up to the ever-increasing demands of traffic control.
Roads had to be improved and extended (in 1921
Congress passed the Federal Highway Act which pro-
vided federal aid for state roads; in 1923 a national
highway system was conceived of). The oil industry
worked to keep pace with soaring demand for petrole-
um and motor oils. Suburbs grew rapidly and business-
es rushed to take advantage of the car craze. America’s
romance with the automobile launched related indus-
tries including roadside eateries, drive-in movies, mo-
tels, and billboard advertising along highways. The car
transformed America into a mobile society. By the end
of the twentieth century most Americans viewed the
automobile as a necessity of life.

See also: Automobile Industry, Henry Ford,
Ford Motor Company, Model T

AZTEC

The Aztec were a nomadic Native American
people who settled in central Mexico during the four-
teenth century. In 1325, they founded the city of
Tenochtitlan (the site of present-day Mexico City). The
Aztec were a poor tribe but during the 1400s they
conquered neighboring peoples to build a powerful
empire that dominated the region for two centuries.

Although they were hunters (primarily deer, rab-
bit, and fowl), their economy was based on agriculture.
Among other crops, they cultivated corn, beans, squash,
sweet potatoes, papayas, cotton, rubber, and cacao (the
chocolate bean). They cleared forests by a slash-and-
burn method and dug trenches to create irrigation
systems. They also practiced step-farming in the high-
lands by cutting terraces into mountainsides to create
arable (farmable) tracts of land.

Aztec

The marketplace was central to Aztec life, and
trade flourished. But since the Aztec had no form of
money, merchants bartered rather than sold their goods.

They worshiped many gods, including the god of
the Sun and the god of the Moon, for whom they built
terraced pyramids at Teotihuacan, in central Mexico.
The tallest pyramid, built to honor the Sun, reaches a
height of 216 feet (66 meters). Their chief god was
Quetzalcoatl, who represented the forces of good
and light.

According to legend Quetzalcoatl would return
one day from over the sea. This belief at first worked in
the favor of Spanish conquistador Hernan Cortes (1485—
1547) who arrived in central Mexico in November
1519. Aztec emperor Montezuma (1466—1520) initial-
ly mistook Cortes and his group for heavenly hosts and
presented the Spaniards with gifts.

The impressive city of Tenochtitlan bedazzled the
European explorers. Besides being a marvel of engi-
neering (with a system of causeways, canals, bridges,
and aqueducts), it was home to an estimated quarter of
a million people (more densely populated than any
Spanish city at that time). It was also a thriving trade
and cultural center. The Spanish explorers called it a
Venice of the New World.

When the Aztec revolted in 1520, Cortes put down
the insurrection and went on to conquer them, claiming
Mexico for the Spanish in August 1521. Mexico City
became the seat of the viceroyalty (a province gov-
erned by a representative of the king or queen) of New
Spain. This designation remained throughout the colo-
nial period.

See also: Inca, Mesoamerica, Native Americans
(Treatment of), New Spain (Viceroyalty of)
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BABY BOOM

Baby Boom is a term that describes the explosion
of childbirths in the United States between 1946 and
1964. The annual birthrate jumped 13 percent in 1946
to 3.4 million, and then climbed fairly steadily to a
peak of 4.3 million in 1957. Thereafter the national
birth rate leveled to approximately 4 million per year
through 1964. In 1965 America experienced its first
year of a ‘‘baby bust,”” as births fell below 3.8 million.
The national birth rate continued to decline until 1977
when Baby Boomers themselves started having child-
ren. Seventy-seven million children were born during
the Baby Boom, as compared with 63 million during
the previous generation (1909-1945) and 52 million in
the subsequent generation (1965-1978). Several rea-
sons have been proposed to explain the Baby Boom.
First, millions of American servicemen returned home
after World War II (1939-1945) ready to embrace life,
settle down, and start families. Second, the U.S. to
which these men came home was the most prosperous
and powerful nation in the world, providing its citizens
with an unprecedented degree of economic and physi-
cal security. Third, society traditionally encouraged
American women to be homemakers. Fourth, both
American men and women felt a sense of urgency in
making the most of life, as they faced the uncertainties
of the atomic age and recalled the painful memories of
the Great Depression and World War II.

See also: Post-War Boom, Suburbs (Rise of)

BACK COUNTRY

Back country is a geographic term that dates back
to the American colonial period. Sometimes also re-
ferred to as upcountry, the region called back country
designated the lands that lie west of the Atlantic coastal
areas where the Europeans first settled.

In the late 1600s and into the first half of the
1700s, immigrants landing at eastern seaboards did not
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always integrate into the coastal and near-inland settle-
ments of New England, the Mid-Atlantic, and the
South. Many of these newly landed immigrants were
Scotch-Irish and German who chose to make their
homes in the interior—in the woods of New England,
the foothills of the Appalachian Mountains, and the
Piedmont of the Carolinas.

The back country regions soon flooded with new-
comers, and the colonies were faced with the problem
of how to extend their governments, schools, and
churches to the new settlements. Because back country
settlers were highly independent people, however, they
sometimes rejected outside authority. Conflicts arose
between the established societies to the east and the
new settlements of the frontier. (Such differences were
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felt even during the American Revolution [1775-
1783]; back country settlers tended to remain loyal to
Great Britian, because they felt they had little in
common with the eastern establishment.)

Clashes between the old guard and the new arrivers
in the Carolinas resulted in the Regulator movement
(1765—-1771), in which extremists became determined
to bring law and order to the back country by their own
hand. A direct conflict never ensued because the colo-
nial governors pacified the lawless frontier by giving
the back country settlers legislative representation and
establishing schools in the interior.

See also: North Carolina, South Carolina,
Tidewater

BALANCE OF PAYMENTS

The balance of payments is similar to the balance
sheets bookkeepers maintain to keep track of their
companies’ credits and debits. But it does not focus on
the cash flow of a single company. The balance of
payments records the credits and debits of the entire
U.S. economy with its foreign trading partners. If U.S.
consumers, businesses, or the government spend more
in foreign economies than those economies spend in
the United States, the balance of payments is ‘‘in
deficit.”” If the reverse is true, the U.S. balance of

payments is ‘‘in surplus.”’

The balance of payments is not the same as the
balance of trade. The balance of trade is only one of
two major components in the balance of payments. The
first component is the ‘‘current account.”” The ‘‘cur-
rent account’’ is roughly the same as the balance of
trade, and includes all short-term imports and exports
of goods and services. The second component is the
““‘capital account’’, which includes long-term invest-
ments and loans between the United States and foreign
economies.

Before 1933 the United States and most of the
industrialized world was on the gold standard. Apply-
ing this standard meant that all international currencies
were valued in terms of how much gold they represent-
ed. Because of the Great Depression, Great Britain
abandoned the gold standard in the early 1930s, but it
was not until the Bretton Woods Agreement of 1944
that a new system based on the U.S. dollar instead of
gold was implemented. Under this system a country
could always ‘‘devalue’’ its currency relative to other
countries’ currencies if its balance-of-payments deficit
became dangerously large. This would wipe out much
of the deficit. The United States was the only country

that could not devalue its currency to lower its balance-
of-payments deficit. That restriction was applied be-
cause the Bretton Woods system valued all currencies
against the U.S. dollar. President Richard Nixon (1913—
94) abandoned the Bretton Woods Agreement in 1973,
which enabled the United States to devalue the dollar
when necessary. Since then all world currencies in-
cluding the dollar may be exchanged freely on the
world market at whatever rate the market will bear. The
United States continues to accumulate balance-of-
payment deficits, when the value of the dollar is strong
compared to other currencies. Foreign goods and serv-
ices are inexpensive relative to U.S. goods and servic-
es. The U.S. government offsets these deficits by
selling U.S. government bonds to foreign investors
attracted to the stable dollar.

See also: Bretton Woods Agreement, Gold
Standard, Richard Nixon

BALANCE OF TRADE

As individuals, private businesses, and govern-
ment agencies buy and sell goods and services around
the world, they create a balance of trade. International
trade is composed of exports and imports. (Exports are
the goods and services produced within a country and
sold to foreign countries. Imports are the goods and
services that a country buys from other countries.) A
country’s balance of trade represents the difference
between the value of its exports and imports. If a
country has a trade surplus, or a favorable balance, then
it is exporting more goods than it is importing. On the
other hand, a nation may experience a trade deficit or
unfavorable balance when its imports are greater than
its exports. Because the balance of trade is a result of
foreign trade, a surplus is called the foreign trade
surplus and a deficit is called the foreign trade deficit.
The balance of trade is considered a key component of
a country’s economic health. Soaring trade deficits
slow economic growth because as more goods are
imported, demand for domestic products falls.

During the 1980s and 1990s the balance of trade
became a major issue in the United States. In 1975 the
United States had a foreign trade surplus of $10.4
billion, but afterwards it experienced foreign trade
deficits. Although deficits are rarely good, it was not
until 1983 that they became a serious problem. In that
year, the U.S. foreign trade deficit started rising, going
from $38 billion in 1982 to $170 billion in 1987. While
the deficit decreased over the next five years it re-
mained more than $100 billion each year. The U.S.
foreign-trade deficit rose in 1993 to $115.8 billion. The
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A trade deficit exists when a country imports more goods than
it exports. There was a persistent trade deficit in the U.S.
between 1976 and 1994.

top two trading partners for the United States were
Canada and Japan; they, accounted for $70 billion of
the trading deficit that year. The United States had a
$10.7 billion trading deficit with Canada and a $59.3
billion trading deficit with Japan. In 1993 the United
States had trading surpluses with the United Kingdom
and the Netherlands—$4.7 billion and $7.4 billion,
respectively.

BALANCED BUDGET
AMENDMENT

The creation of the U.S. federal government’s
annual budget is a lengthy, complex process. The
process became even more complicated in the 1990s as
some congressional members called upon Congress to
enact a Balanced Budget Amendment to halt a growing
federal deficit. The movement for a Balanced Budget
Amendment, a Republican-backed initiative, gained
steam after the 1994 elections that ushered in a Repub-
lican-controlled Congress. The Republican Party pro-
moted an anti-tax and anti-spending platform and saw
the amendment as a curb to federal spending. For four
years in a row, however, the amendment failed to gain
the necessary votes in Congress. (Even if the measure
had won congressional approval it would have needed
to be ratified by the states before it could become a
Constitutional amendment.)

The proposed amendment called for the federal
budget to be balanced by 2002 and would have re-
quired the president and Congress to weigh proposed

Baldridge, Malcolm Howard

total spending against proposed total potential income.
Opponents to the amendment believed that it would
have restricted Congress from being able to deal with
unforeseen situations such as a military crisis. Howev-
er the amendment had a provision that a three-fifths
majority of Congress could waive the requirement of a
balanced budget in any given year. Critics also felt that
balancing the budget should be accomplished through
presidential and congressional restraint in the budget-
planning stage.

The call for a balanced budget was not a new
theme. Congress had passed many measures over the
years to try to mandate a balanced budget with varying
or little success. In 1986 the U.S. Supreme Court struck
down a provision of the Gramm-Rudman-Hollings
Act, which was passed by Congress in 1985. The act
required the federal budget to be balanced within five
years and failing that, there would be automatic across-
the-board spending cuts. The Court ruled that this
budget-slashing measure was in violation of the Con-
stitution’s doctrine of separation of powers.

See also: Budget Deficit

BALDRIDGE, MALCOLM
HOWARD

Malcolm Baldridge (1922—-1987) served as Secre-
tary of Commerce for President Ronald Reagan (1981—
1989). Once a successful manufacturing executive, he
became a highly respected trade negotiator for the
United States known for his straightforward, plain-
spoken style. As Commerce Secretary he backed
protectionist policies against countries that maintained
restrictive import regulations against the United States.
He also promoted free trade policies and business
deregulation.

Baldridge was born October 4, 1922, in Omaha,
Nebraska. He graduated from Yale University in 1944
with a Bachelor of Arts in English. Baldridge enlisted
in the U.S. Army the year before his graduation from
college and fought in World War II. Serving with the
27th Infantry Division, he participated in combat against
the Japanese at Okinawa.

After Baldridge was released from the Army in
1946, he took a job as an iron worker for the Eastern
Malleable Iron Company in Connecticut, where by
1960 he had worked his way up to company president.
In 1962 the Scovill Manufacturing Company (later
Scovill Inc.) hired him as an executive vice-president.
He was later promoted president and Chief Executive
Officer (CEO), and then finally to Chairman of the
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Board of Directors. Under Baldridge’s leadership, the
company sold its brass milling operations and began to
focus solely on manufacturing and distribution of
household products such as Hamilton Beach appli-
ances, Nutone remodeling products, Shrader hardware,
and Dritz sewing notions. The company prospered
under Baldridge’s management, earning annual reve-
nues of around $950 million.

The U.S. Senate confirmed Baldridge as Secretary
of Commerce on January 22, 1981. Since he had served
in Connecticut as campaign chairman for then—Vice
President George Bush (1981-1989) during the 1980
presidential primary election, Baldridge’s appointment
was viewed as a special gesture to the Vice President.
Within a year he markedly increased the influence of
the Department of Commerce and was eventually
considered the most influential Commerce Secretary
since former president Herbert Hoover (1929-1933)
held the position.

Baldridge was a respected trade negotiator and
participated in talks around the world. He was admired
in the White House for treating all staff members with
equal consideration. A straightforward communicator,
he expressed himself simply and succinctly. Within his
own department he discouraged the use of complicated
bureaucratic language and issued a widely reprinted
memo instructing Department of Commerce staff to
use active verbs and avoid unnecessary adjectives and
adverbs in letters and memos. During his term in office
he slashed 30 percent from the department’s budget
and, while boosting productivity, also cut personnel
costs by 25 percent.

With the U.S. trade deficit approaching $170
billion in the 1980s Baldridge advocated an aggressive
approach to deal with foreign trading partners who
maintained unfair import policies. Although he advo-
cated free trade and deregulation he did not hesitate to
press for ‘“fair trade’’ or protectionist policies when he
felt such action was warranted. For example, Baldridge
was at the forefront of the Reagan Administration’s
move to restrict Japanese imports, including automo-
biles. His position differed from that of other Reagan
advisors, who initially were concerned that protectionist
policies would raise prices for American consumers
and have a negative impact on foreign relations. In
efforts to increase trade Baldridge was a key figure in
talks with China and the Soviet Union. He paved the
way for U.S. companies in the global marketplace by
opening up technology transfers with China, India, and
what was then the Soviet Union. At home he was
considered an influential negotiator between the ad-
ministration and Congress.

Baldridge’s Cabinet service was tragically cut
short when he was killed in a rodeo accident on July 25,
1987. He was an experienced amateur rodeo rider and
was practicing calf roping before a competition when
his horse reared, fell, and crushed him. He suffered
internal injuries to the heart and pancreas and died
within a few hours of the accident. His death was a
personal and professional loss to the entire Reagan
administration. A month after Secretary Baldridge’s
death, the Malcolm Baldridge National Quality Award
was established in his honor.

See also: Free Enterprise, Free Trade,
Protectionism, Protective Tariff, Ronald Reagan
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BALTIMORE AND OHIO
RAILROAD

In February 1827 the Baltimore and Ohio was
charted as the first railroad company in the United
States of America by a group of Baltimore business-
men. Its establishment was a response to an emerging
commercial rivalry and to a complex series of social,
economic, and technological changes that were trans-
forming the country in the first half of the nineteenth
century. The settling of the agriculturally rich Ohio
Valley and the rapid expansion of the population on the
eastern seaboard, which generated chronic food short-
ages, demanded that a swift means of transportation be
found to ship produce from the Midwest to the coast.
The construction of the Erie Canal in 1825 gave New
York City a gateway to the interior and a decided edge
on Baltimore in their struggle for U.S. economic su-
premacy. In the 1820s Baltimore was a thriving com-
mercial center of about 80,00 people with an aspiration
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to become the nation’s leading emporium. Until then it
had depended upon the National Road to gain access to
markets, but turnpikes were slow and expensive com-
pared to water routes.

In 1826 two brothers, Evan and Philip Thomas,
who were important members of Baltimore society,
began to solicit support for the establishment of a
railroad. In 1827 they were able to convince a number
of leading businessmen to ‘‘construct a railway be-
tween the city of Baltimore and some suitable city
upon the Ohio River.”” The Maryland legislature ap-
proved the incorporation of this enterprise on February
21, 1827. The $3 million needed to support the venture
was to be raised by the sale of 15,000 shares of stock at
$100.00 a share. Ten thousand would be offered by the
state of Maryland and 5,000 by the city of Baltimore.
The entire subscription was sold out in 12 days, and
almost every family in Maryland brought shares in the
company. Philip Thomas was its first president.

It was originally envisioned that either horses or
the wind would provide the power for the train. On
January 7, 1830, when the Baltimore and Ohio made
first run, teams of horses pulled the cars, which ran on a
narrow gauge track, the width of an English carriage.
Evan Thomas, however, had been inspired to build a
railway by the success of the Stockton and Darlington,
an English company that in 1825 became the first to
use a steam-powered locomotive to carry freight. Its
performance impressed him on a trip abroad. So the
Baltimore and Ohio began to experiment with steam
engines almost from its inception. Peter Cooper built
the first American-built steam locomotive, the Tom
Thumb, in the shops of the B & O, and in August 1830
he demonstrated his invention on the company’s tracks.
Steam power soon became the standard means of
propulsion, and as steam engines improved rapidly in
the 1840s and 1850s, the cost of transporting freight
dropped significantly.

In spite of its willingness to innovate, the Balti-
more and Ohio had a rather slow start because of
political problems and difficulties in laying track. It
planned a 380-mile route that would cross the Alleghe-
ny Mountains and connect Baltimore with Wheeling,
West Virginia, a city on the Ohio River. Although
experts were hired to help with this difficult engineer-
ing project, there were many delays. By August of
1830 the line stretched only 13 miles to Elliot Mills,
and Washington D. C. was not reached until 1835. The
line did not arrive at Wheeling until 1852.

The rail line grew rapidly in the second half of the
nineteenth century. Its extension to Parkersburg, West
Virginia in 1857 allowed the railway to connect with

Baltimore and Ohio Railroad

local lines and gain access to Columbus, Cincinnati,
and St. Louis. Coal from Ohio and West Virginia now
became an important cargo, the hauling of which was
responsible for a third of the company’s revenue by
1860. The Baltimore and Ohio served the Union well
during the Civil War (1861-65), and although it sus-
tained damage, it recovered rapidly and continued to
expand after the war. The 521 miles of track that
existed in 1865 grew to 1,700 in 1885. The B & O was
hurt in the panic of 1893 and went bankrupt in 1896.
But, the Pennsylvania Railroad bought the majority of
its stock and it was able to reorganize successfully. It
regained its independence in 1906, when the Pennsyl-
vania Railroad, fearing anti-trust action on the part of
the government, sold its controlling interest. Daniel
Willard, who was president of the company from 1910
to 1941, improved equipment and service, and by 1935
the B & O possessed about 6,350 miles of track, its
high-water mark.

From the 1930s to the 1970s, however, the Balti-
more and Ohio, like many railroads, had a difficult
time. The Depression, the popularity of the automo-
bile, and the rise of the trucking industry, all contribut-
ed to its demise. Except for a brief period of prosperity
during World War II (1939-45), track mileage and
profits declined, while inflation and the demands of
strong unions increased labor costs. Between 1932 and
1952 no dividends were paid on its common stock. In
the mid-1950s the Baltimore and Ohio petitioned the
public service commissions of New York and Mary-
land to suspend its service between Baltimore and New
York because of the ‘‘enormous deficits’” that this
route was generating.

As the Baltimore and Ohio continued to lose
money, it began to seek a financially sound company
with which to merge. After previously having received
permission from the Interstate Commerce Commis-
sion, another railroad with roots deep in American
history, the Chesapeake and Ohio formally took con-
trol of the company on February 4, 1963. The com-
bined railroads became the Chessie System in 1972.

In spite of the setbacks that afflicted the industry in
the first half of this century, American railroads were
far from dead. Since a single railway line can be as
productive as a ten-lane expressway, trains remain an
efficient way to carry large quantities of bulk products,
like ore, coal or grain. The use of large containers to
hold finished products and flatcars that can transport
piggyback truck trailers helped the railroads compete
with other means of transport. The financial atmos-
phere improved, and the Chessie System attained reve-
nues of $1.5 billion by 1978. In order to gain access to
the booming southeastern United States, it merged in
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1982 with Seaboard Coastline Industries, Inc., which
was then the eighth largest railroad in the United
States, and a component of which, the Petersburg
Railroad, was charted in 1830. The Chessie System
and Seaboard formed the CSX Corporation, a holding
company that controlled one of the largest rail systems
in the country. Coincidentally, like the B & O in 1860,
the CSX Corporation earned a third of its revenue in
1990 by hauling coal.

See also: Coal Industry, Erie Canal, Interstate
Commerce, Maryland, National Road, Railroad
Industry
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BANK OF THE UNITED STATES
(FIRST NATIONAL BANK)

The nation’s founding fathers differed on whether
anational bank should be created when they drafted the
U.S. Constitution (1788) and established the federal
government. This split led to the formation of the two
major political parties. The first Secretary of the Treas-
ury Alexander Hamilton (1755-1804) led the Federal-
ist Party. The Federalists believed that the government
could use all powers except those expressly denied by
the Constitution. Hamilton promoted the establishment
of a national bank, arguing it would strengthen the
government and promote economic growth. Secretary
of State Thomas Jefferson (1743-1826) headed the
Democratic-Republicans. They argued that powers not
specifically mentioned in the Constitution could not be
exercised. Jefferson regarded the national bank as a
potential monopoly that could infringe upon civil liber-
ties in the United States.

In 1791 the Federalists won the argument and the
First Bank of the United States was established. Eighty

percent of its stock was privately held. The other 20
percent was owned by the U.S. government. Its capital
was $10 million (two million dollars of which was
supplied by the U.S. government). The bank had eight
branches in U.S. cities. The bank could issue notes,
hold deposits, and make loans. It also paid the salaries
of public officials and monitored the states’ issuance of
bank notes (promissory notes issued by a bank which
had to be paid—converted to coin—by the bank on
demand of the holder). The government’s involvement
in the bank was short-lived: In 1802 it sold its interest
to private investors at a profit. When the charter for the
bank came up for renewal it was allowed to expire and
the bank ceased to exist in 1811.

See also: Bank of the United States (Second
National Bank), Thomas Jefferson

BANK OF THE UNITED STATES
(SECOND NATIONAL BANK)

After the First National Bank ceased to exist in
1811 U.S. currency and state bank notes became unsta-
ble. They could not be converted to gold or silver coins.
Bank notes had become a common means of payment
by that time. Inflation increased when the holders of
these notes could not exchange them at face value. The
economic situation was worsened by the War of 1812
(1812-14), which the United States fought against
Britain because of its interference in U.S. shipping. In
1816 the federal government created the Second Bank
of the United States, which had an initial capitalization
of 35 million. Since the U.S. government owned 20
percent of the institution (just as it did with the First
Bank), it deposited $7 million in start-up capital. With
branches across the country the bank’s powers were
similar to those of the First Bank: it could issue notes,
hold deposits, make loans, pay the salaries of public
officials, and monitor the states’ issuance of bank notes
(to ensure they could be converted to coin). U.S.
banker Langdon Cheves (1776-1857) became presi-
dent of the Second Bank of the United States in 1819.
He rescued it from the brink of disaster by building up
its resources, reorganizing it, and reducing the number
of speculative loans it made. Cheves was followed as
the bank’s president in 1823 by U.S. financier Nicholas
Biddle (1786—-1844). Under Biddle the bank further
restricted credit, sold branch drafts enabling business
people to send money from state to state, managed
foreign payments, and prevented state banks from
issuing notes they could not pay. Biddle’s advocates in
Congress moved for renewal of the bank’s charter in
1832. Since President Andrew Jackson (1767-1845)
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viewed the bank with suspicion, he vetoed the bill. The
U.S. government removed its deposits from the bank
and its federal charter was allowed to expire in 1836.
The state of Pennsylvania granted the institution a
charter that year, but the bank failed in 1841.

See also: Bank of the United States (First
National Bank), Bank War, Nicholas Biddle,
Andrew Jackson

BANK WAR

President Andrew Jackson’s (1829-37) struggle
against the Second Bank of the United States, known as
the ‘‘Bank War,”’ was the major national financial
issue during his tenure in office. The Second Bank’s
policies were blamed for starting the economic crisis
known as the Panic of 1819, while its dissolution by
Jackson was blamed for the Panic of 1837. At odds
with the Bank’s president, Nicholas Biddle (1786-
1844), Jackson decided to remove federal funds from
the Second Bank of the United States and put them on
deposit with selected state banks. This action led to
accusations that Jackson was using his powers arbi-
trarily and acting contrary to the Constitution. On
March 28, 1834, the U.S. Senate formally voted to
censure Jackson for his actions.

The Second Bank of the United States was chart-
ered by the U.S. government in 1816, partly to help
manage the federal debt left by the War of 1812
(1812-14), and partly to curb inflation brought on by
unregulated state banks. In the early nineteenth century
there was no standardized national currency. Instead,
because most banks were privately owned and operat-
ed for commercial purposes, they issued their own
paper money. (In reality, this paper money was im-
printed with a promise to pay in gold or silver on
demand—an action known in financial markets as
specie.) These banks were necessary in order to supply
the credit needed to buy land, finance businesses, and
create economic growth. However, they tended to lend
more paper ‘‘money’’ than they had the specie to
cover. Thus, if several large creditors demanded pay-
ment in cash at the same time, the result was called a
“‘run’’ and usually led to the bank’s failure. If several
banks failed at the same time the result was a financial
panic, such as the panics of 1819 and 1837. Both of
these events led to high rates of inflation and national
depressions.

Because of the large cash resources available
through federal deposits, the Second Bank of the

Bank War

United States could discipline state banks and force
them to limit the credit they supplied to borrowers to
the amount of specie they kept in their vaults. The
Second Bank also competed with state banks by agree-
ing to pay in specie any of its drafts, no matter where
the draft was originally issued. For that reason it was
unpopular with shareholders in the state banks, who
felt the national bank limited their ability to profit from
their investments. The Bank’s competition with state—
chartered institutions also led to a celebrated Supreme
Court case: McCullough v. Maryland (1819), in which
Chief Justice John Marshall (1755-1835) established
that Congress had the right to charter a national bank
and that states had no power to tax federal institutions.

The Second Bank of the United States faced many
of the problems that plagued state institutions. Be-
tween 1816 and 1818, for instance, dishonest managers
of the Baltimore, Maryland, branch of the Second
Bank swindled investors out of more than $1 million
before they were caught. The following year this
scandal forced the resignation of Bank President Wil-
liam Jones. The reputation of the Second Bank was
restored by Jones’ successor, a South Carolina lawyer
named Langdon Cheves. Cheves brought discipline to
the Bank’s dealings, sharply reducing the number of
loans issued and aggressively pursuing individuals and
banks that defaulted on loans. Cheves’ policies helped
place the Bank on a sound financial footing, however,
they also caused a number of bank failures that led
directly to the Panic of 1819.

(THE SECOND BANK OF THE UNITED STATES
1S) . . .UNAUTHORIZED BY THE
CONSTITUTION, SUBVERSIVE OF THE
RIGHTS OF THE STATES, AND DANGEROUS
TO THE LIBERTIES OF THE PEOPLE.

President Andrew Jackson, Veto message to Congress 1832

When Jackson was elected president in 1828 the
Second Bank, under Nicholas Biddle, was exercising
considerable influence over the nation’s financial af-
fairs. By 1828 the Bank had built up a surplus of $1.5
million and it was paying its stockholders an annual
dividend of seven percent. It also helped stabilize a
national currency and provided credit and cash in areas
of the West and South where financial resources were
scarce. By doing so it made development on the
American frontier easier and faster. However, to Presi-
dent Jackson the Bank was a tool of Eastern economic
privilege, which enabled speculators, monopolists, and
moneyed interests to take advantage of farmers and
mechanics. Jackson also believed, despite Chief Jus-
tice Marshall’s ruling in McCullough v. Maryland, that
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Congress had no right under the Constitution to char-
ter a bank.

In 1832—a presidential election year—Henry Clay
and Daniel Webster, two of Jackson’s most vocal
opponents in Congress, decided to challenge the presi-
dent. Even though the Bank’s charter was not due to
expire for four years, they promoted a bill that renewed
the charter of the Second Bank of the United States.
Clay and Webster believed that, whether Jackson signed
the bill into law, the president would alienate a signifi-
cant number of voters and risk his chance of a second
term. Jackson vetoed the bill on July 10, 1832, in one of
the most strongly worded messages ever sent to Con-
gress. Although Clay tried to make the veto an issue in
his campaign for the presidency later that year, Jackson
easily won reelection, defeating Clay by a margin of
219 electoral votes to 49.

Jackson believed his reelection represented a man-
date from the American people to destroy the Second
Bank of the United States. In 1833 he instructed his
Secretary of the Treasury, Louis McLane, to prepare
for the expiration of the Bank’s charter by removing
the government’s deposits to certain state institutions,
known as ‘‘pet banks.”” McLane refused and was
moved to the position of Secretary of State. His succes-
sor, William Duane, also refused and resigned. Jackson
did not find a pliable Secretary of the Treasury until
former Attorney General Roger B. Taney (1777-1864)
took the position.

The removal of the government’s deposits brought
Jackson into conflict with Nicholas Biddle, who was as
strong—willed as the president. Biddle felt that Jack-
son’s actions exceeded his constitutional authority and
tried to force the president to renew the Second Bank’s
charter by sharply reducing the number of loans and
also by vigorously collecting outstanding debts. Bid-
dle’s actions, however, failed to deter the president.
Biddle succeeded only in causing a financial crisis for
American business in the summer and autumn of 1834.
Worse, he alienated some of his strongest supporters.

Despite Biddle and censure by the Senate, Jackson
continued his policy of placing funds in state—chartered
banks. When Biddle discovered his policies were inef-
fective, he reversed himself and launched an even more
extensive program of lending. For his part, Jackson
made a determined effort to eliminate the extension of
credit by forbidding banks with federal deposits from
issuing banknotes of less than $5 denominations. In
1836 he issued the presidential order known as the
Specie Circular, which required purchasers of public
lands to pay in cash. By the time Jackson left office the

Second Bank of the United States credit system had
been severely crippled.

The Specie Circular was the final salvo in the
Bank War, which ended in victory for Jacksonian
principles. When the Bank’s charter expired in 1836, it
sought and received a charter from Pennsylvania, the
state in which the main branch of the Bank had always
been housed. It then operated under the name of the
United States Bank of Pennsylvania. In 1839 the Bank
found itself with too little specie to cover its loans. It
went into receivership and was dissolved in 1841.

Jackson’s victory left a questionable legacy. A
boom in public works, such as canal construction,
manufacturing, cotton production, and land sales, fol-
lowed Jackson’s decision to remove funds from the
Second Bank of the United States. However, soon after
his hand—picked successor Martin Van Buren took
over in 1837, the country experienced a severe depres-
sion, marked by high rates of inflation and large public
debt that lasted for nearly a decade. Many historians
argue that by eliminating the Second Bank of the
United States, Jackson removed an institution that
might have eased the Panic of 1837.

See also: Nicholas Biddle, Panic of 1819, Panic of
1837, Bank of the United States (Second National
Bank), Specie, War of 1812
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BARBARY STATES

From the mid-1500s to the mid-1800s the North
African countries of Morocco, Algiers (present-day
Algeria), Tunis (now Tunisia), and Tripoli (in north-
western Libya) were called the Barbary States. The
name was derived from the Turkish leader and pirate
Barbarossa, whose name means ‘‘red beard’’ in Italian.
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Barbarossa’s original name was Khayr ad-Din (c.
1483-1546).

Barbarossa seized Spanish-occupied Algiers in
1518. He placed Algiers and three other states he later
captured in the hands of the Ottoman Turks. Under
Turkish leadership the region became a center for
pirates who raided Spanish and Portuguese ships on the
Mediterranean Sea and along Africa’s Atlantic coast.
The pirates (also called corsairs) demanded payment in
the form of loot or slaves.

At the same time the Barbary States extorted
money from European nations and the United States.
They required the governments of these countries to
pay tribute for protecting their merchant marine from
seizure by the corsairs. By 1800 the United States had
paid Tripoli alone an estimated $2 million. After Tho-
mas Jefferson (1743-1826) became president of the
United States in 1801 Tripoli increased the amount of
the tribute. Jefferson had complained bitterly about
these payments since his days as U.S. minister to
France (1785-89). He preferred to fight the rogue
states rather than concede to their demands.

The next 15 years saw intermittent conflict be-
tween the United States and Tripoli. The U.S. Navy
won important battles along the North African coast. In
1815 the leaders of Algiers, Tunis, and Tripoli signed
treaties that obligated them to cease collecting tribute
or ransom from the United States. European military
initiatives placed further pressure on the Barbary States
to end their acts of piracy by 1835.

See also: Thomas Jefferson

BARBED WIRE

Barbed wire (or barbwire) was commercially de-
veloped in 1874 by American inventor Joseph Glidden
(1813-1906). The invention consisted of steel wires
that were twisted together to make sharp points resem-
bling thorns. Barbed wire was predominantly used in
the West to construct fences. Because trees were scarce
on the Great Plains, farmers had lacked the materials to
erect wooden fences. Instead they resorted to planting
prickly shrubs as a way of defining their lands and
confining livestock. This method, however, was not
always effective. With the advent of barbed wire
farmers were able to fence in their acreage. But small
farmers who put up barbed wire angered cattle owners
who had previously allowed livestock to roam the open
plain. Fearing depletion of grazing lands, ranchers also
began using barbed wire to fence tracts, whether or not
they could claim legal title to them. Disputes arose

Barnum, Phineas Taylor

between ranchers and between ranchers and farmers.
In 1885 President Grover Cleveland (1885-1889)
brought an end to illegal fencing by ordering officials
to remove barbed wire from public lands and Indian
reservations. Thus, Cleveland helped determine what
constituted legal use of barbed wire for defining land
claim boundaries. That move also brought the demise
of the open range and helped speed the agricultural
development of the prairie.

See also: Cattle Drives, Cowboys, Open Range

BARNUM, PHINEAS TAYLOR

P. T. Barnum (1810-1891) portrayed himself as
the ‘‘Prince of Humbugs’’ to characterize many outra-
geous stunts and exhibits that were part of his exploits
as a showman. His tours, lectures, museum, and autobi-
ography made him famous and a millionaire long
before he entered the circus business and formed the
innovative Barnum and Bailey Circus in the 1880s.
Although he probably never said, ‘“There’s a sucker
born every minute,’’ as is widely believed, he did act as
if his audiences hoped to be fooled or, as he said,
““humbugged.”’

Barnum was only 15 years old when his father
died. He was forced to find the means to support his
mother and five brothers and sisters. After trying his
hand at various jobs he bought a weekly newspaper in
his hometown of Bethel, Connecticut, called the Her-
ald of Freedom. Over the course of several years he
was arrested three times for libel and once spent 60
days in jail. In 1834 Barnum moved to New York City
and became a shopkeeper.

Shortly afterward, Barnum was transformed from
shopkeeper to showman when he discovered an elderly
black woman, Joice Heth, who claimed to be George
Washington’s (1789-1797) nurse. A showman in Phila-
delphia had promoted Heth as the first president’s 161-
year-old nurse without much financial success. Under
Barnum’s management and sensational advertising,
Heth toured the country telling her fabricated memo-
ries of the president’s childhood. After her death, an
autopsy showed her to be only 80 years old. A canny
Barnum played to the public and claimed that he
himself was also the victim of a hoax.

The Heth experience convinced Barnum that there
was a market for satisfying the public’s taste for the
outrageous and improbable on a much larger scale. He
bought John Scudder’s American Museum in New
York City which, at the time, housed conventional
exhibits of stuffed animals and wax figures. Barnum
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Phineas Taylor Barnum.

transformed the museum into a place of lively enter-
tainment and bizarre attractions, open to the public for
25 cents admission. The five—story museum, which he
operated for more than twenty—five years, housed
some 50,000 curiosities including strange objects, unu-
sual animals, and assorted people. Some of his most
popular attractions were ‘‘freaks,’” such as the Siamese
twins Chang and Eng; Anna Swan, the tallest girl in the
world; Annie Jones, the bearded lady; and 26-inch-tall
Charles S. Stratton, who became internationally fa-
mous as ‘‘General Tom Thumb.’’ Equally important to
the success of the museum were advertising and the
imaginative stunts Barnum created to publicize his
exhibits.

Although his policy of exhibiting humans as freaks
may dismay current sensibilities, Barnum’s exhibits
were not intended solely for the masses. With Tom
Thumb acting as his calling card, the showman was
received by many heads of state, including President
Abraham Lincoln (1809-65) and England’s Queen
Victoria (1819-1901). His European tours were tre-
mendously successful, as were his lectures on such
topics as ‘‘The Science of Money Making and the
Philosophy of Humbug.”” In the 1850s he staked his

entire fortune on his most legitimate endeavor: importing
Swedish soprano Jenny Lind, ‘‘the Swedish Nightin-
gale,”” for a tour of the United States. After a publicity
campaign that topped all the great showman’s previous
efforts, he made immense profits for himself and
the singer.

BARNUM’S OBSESSION WITH PUBLICITY
WAS SO STRONG THAT WHEN HE BECAME
SERIOUSLY ILL AT THE AGE OF 80, HE
ASKED A NEW YORK NEWSPAPER TO RUN
HIS OBITUARY IN ADVANCE SO THAT HE
COULD READ IT HIMSELF.

Barnum was well past 60 when he entered the
circus business. With a partner, James A. Bailey (1847—
1906), he transformed a small, poorly-run, often fraudu-
lent, wagon-based circus show into a railroad-travel-
ling, three-ring, electrically-lit giant extravaganza that
was fun for the entire family. Typically, he made the
show a success with his relentless promotion of the
Barnum and Bailey Circus as ‘‘the greatest show on
earth.”

Barnum also publicized his own life and career in
an autobiography. It was designed to entertain as much
as inform. The Life of P. T. Barnum, Written by Himself
was published in 1855 and was repeatedly revised and
supplemented by the showman. Barnum claimed sales
of a million copies for the work and, presumably with
the hope of even greater exposure, he eventually placed
the book in the public domain. Barnum’s obsession
with publicity was so strong that when he became
seriously ill at the age of 80 he asked a New York
newspaper to run his obituary in advance so that he
could read it himself. Two weeks later he died at his
home in Connecticut.

See also: Entertainment Industry
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BARTER

Barter is the exchange of goods and services
without the use of money. The technique has been used
in commercial transactions since ancient times. More
recently, U.S.-based multinational companies have used
a form of bartering called countertrade when selling
large-value items, such as jet aircraft, overseas. Bartering
allows a company to dispose of excess inventory, use
surplus production capacity, and obtain necessary raw
materials when a cash shortage exists. In addition, the
technique also enables firms to gain access to new
production channels and customers, resulting in in-
creased sales volume.

BARUCH, BERNARD MANNES

Bernard M. Baruch (1870-1965) used his extraor-
dinary talent as a stock market speculator to amass a
sizable fortune at an early age. A generous contributor
to the Democratic Party, he achieved influence and
renown as an informal, and formal, consultant and
adviser to the White House.

Born in Camden, South Carolina, in 1879, Baruch
was the son of a doctor in the Confederate Army, and a
descendant of one of the few Jewish families in South
Carolina. The family moved to New York City when
Baruch was eleven. He attended public schools and, in
1889, graduated from the College of the City of
New York.

Baruch’s interests in business and finance were
evident early. He began his Wall Street career in the
1890s, as a runner for the firm A.A. Houseman & Co.,
which later merged into what became Merrill Lynch.
He ventured out entirely on his own in his late twenties,
and by the age of 30 he was on his way the becoming a
very wealthy man. Baruch made his money as a specu-
lator, often by selling short. Shrewdly and boldly
playing the markets in copper, railroads, and sugar,
sometimes with the help of insider tips, Baruch accu-
mulated a $15 million fortune by the outbreak of World
War I (1914-1918).

As his fortune increased, Baruch became more
cautious and, in some instances, tended to sell early.

Baruch, Bernard Mannes

During the stock market crash of 1929, his financial
assets fell from more than $22 million to about $16
million, but his maxim, ‘‘run quickly’’ enabled him to
escape Wall Street’s free fall relatively unscathed. He
continued to invest in the stock market throughout his
life. Though he continued to build on his substantial
wealth, he never became, as many believed from
Baruch’s very effective self-promotion, one of the
richest men in America.

Baruch’s wealth did not blind him to the world
outside the stock market. He played an active role in
the great events of his time. For most of his long life, he
dedicated much of his time and efforts to public
service. Still in his early thirties in 1912, Baruch
became an informal adviser to President Woodrow
Wilson (1913-1921). In 1916 Wilson appointed him to
the Advisory Commission of the Council of National
Defense, and then made him chairman of the War
Industries Board in 1917. In 1919, following the end of
World War I, Baruch was appointed to the Supreme
Economic Council at the Versailles Peace Conference,
a meeting of world leaders to set the terms of the
German surrender, and he advised Wilson on terms of
the peace.

In the 1930s, with the Democrats back in the
White House, Baruch maintained a long, but not close,
relationship with President Franklin Roosevelt (1933—
1945). When World War II (1939-1945) broke out,
Roosevelt called on the expertise Baruch developed
through his running of the War Industries Board during
World War I to advise the government on wartime
economic mobilization. Among his other contributions
to the war effort, Baruch was instrumental in a success-
ful effort to overcome bottlenecks between the United
States and several South American countries, obtain-
ing rubber imports vital to the war effort.

In 1946, after World War II ended, Baruch was
asked by President Harry Truman to head the Ameri-
can delegation to the United Nations Atomic Energy
Commission, a group representing the major world
powers, established to find international control mecha-
nisms for the use and proliferation of nuclear energy.
His proposal to control atomic energy, known as the
Baruch Plan, required that any agreement on atomic
weapons must contain veto-proof sanctions on offend-
ers and include provisions for inspection of all atomic
facilities. The then-Soviet Union could not accept
these conditions, and Baruch’s plan was rejected by a
United Nations vote on New Year’s Eve 1946.

Baruch’s 40-year career as a close adviser to U.S.
presidents gave him a reputation as ‘‘the parkbench
sage,”” and he was one the most respected men of his
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time. When he died at age 94 in 1965, he had come to
represent to many Americans the personification of the
term ‘‘elder statesman.”’

See also: Council of National Defense, Specula-
tion, Wall Street, War Industries Board, World
War I, World War 11
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BASEBALL

Baseball, a stick-and-ball sport played with four
bases arranged in a diamond, was first organized in the
mid-1800s in the United States. In June 1846 two
amateur teams of nine players played each other in a
ball game on the Elysian Fields in Hoboken, New
Jersey, just across the Hudson River from New York
City. The game was umpired by U.S. sportsman,
Alexander J. Cartwright (1820-1892), who established
the rules of play. The game is similar in some ways to
the English games of Cricket and Rounders. A legend
grew up that baseball’s beginnings on U.S. soil dated to
1839 when U.S. Army officer Abner Doubleday (1819-
1893) invented the game in Cooperstown, New York.
Though Doubleday helped popularize games resem-
bling modern baseball, there is little evidence that he
developed the game that people in the United States
know today, which became a favorite pastime during
the late 1800s.

The first baseball club, the Knickerbocker Base
Ball Club, was organized by Alexander Cartwright
(1820-1892) in 1842 in New York City. By 1845 the

The great Jackie Robinson slides into home plate as Yogi Berra
reaches to tag him out. Jackie Robinson broke the “color line”
in 1942 by signing on as second baseman for the Brooklyn
Dodgers.

team developed a set of twenty rules which included
specifications for where the bases are to be positioned,
how runners can be tagged as out, and defined a field of
play, outside of which balls are declared ‘‘foul.”” The
so-called ‘“New York Game’’ spread in popularity
after the 1846 Hoboken match. By 1860 there were at
least fifty ball clubs. Pick-up games were played in
fields across the country. Union soldiers helped spread
the game during the American Civil War (1861-1865).
Its popularity increased during the last three decades of
the nineteenth century.

The first professional baseball team was the Cin-
cinnati Red Stockings formed in 1869. In 1876 the
National League of Professional Baseball Clubs was
founded,; it included teams in Boston, Chicago, Cincin-
nati, Hartford, Louisville, New York, Philadelphia,
and St. Louis. By the 1880s the sport became big
business: an 1887 championship series between St.
Louis and Detroit drew 51,000 paying spectators. The
American League was formed in 1901 and two years
later the American and National leagues staged a
championship between their teams. In 1903 the Boston
Red Socks beat the Pittsburgh Pirates in the first
World Series.

During the early decades of its existence as an
organized sport, baseball reflected the racism of U.S.
society by excluding African American players. When
one all-black team applied for admittance in 1876 the
National League adopted an unwritten ‘‘gentlemen’s
agreement’’ denying entry to any baseball club with
black players. For the most part this exclusionary
clause was effective in segregating baseball, but Afri-
can American players occasionally found positions in
the minor leagues.
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The unfairness of excluding excellent players solely
because of their skin color occasionally led to chal-
lenges of the color line. Catcher Moses Fleetwood
(“‘Fleet’”) Walker was actually the first black player to
break into the major leagues. In 1883 Fleet and his
Toledo teammates (Toledo then had a team that be-
longed to the American League) won the pennant. Still
most black baseball players were relegated to the
Negro leagues. Because of their limited audience, the
Negro leagues had difficulty in establishing them-
selves. However in 1920 Rube Foster, a talented black
pitcher and manager for the Chicago American Giants,
formed the Negro National League. A number of
African American teams and leagues were formed in
the 1920s and the Negro leagues flourished for about
25 years, mostly in Mid-western cities. The Negro
leagues fielded some excellent players, including Satchel
Paige, Ray Dandridge, and John Henry ‘‘Pop’’ Lloyd.
Paige was so devastating as a pitcher that he would
often call his outfielders in and have them sit down in
the infield while he retired the side. The color line was
definitively broken when in 1947 Brooklyn Dodger
Manager Branch Rickey (1881-1965) signed second
baseman Jackie Robinson (1919-1972). Although he
had to put up with ostracism from many of his team-
mates and cat-calls from the crowds Robinson eventu-
ally won acceptance and respect. Once Robinson be-
came a hero to the general audience, African American
players were signed by other major league teams, and
the Negro leagues died.

The rise of organized professional sports is tied to
the greater affluence that an industrialized society
provided. People now had more money to spend, and
an overall increase in leisure time as the workweek
declined allowed baseball to become the national sport.
Played on an open field, the game recalled the nation’s
agrarian roots. But with standardized rules, reliance on
statistics, and the larger audience provided by radio
and television, baseball looked forward to a modern,
industrialized future.

See also: Amusement Parks, Bicycles

BEAN, LEON LEONWOOD

Tired of returning from hunting trips with cold,
wet feet, Leon Leonwood (‘‘L.L.””) Bean (1872-1967)
designed a new type of boot that combined lightweight
leather tops with waterproof bottoms. In 1912, the
success of his practical footwear launched a company
with annual sales that reached more than $1 billion by
the end of the twentieth century.

Bean, Leon Leonwood

Bean was born and brought up in rural Maine.
Since his parents died when he was twelve, he and his
brothers and sister lived with relatives in various
remote ‘‘Down East’” (Maine) villages. Early in life
Bean developed a passion for hunting, fishing, and
roaming the outdoors. He worked at odd jobs to sup-
port himself, his wife, and three children.

In 1911, at age 39, Bean invented what he claimed
were the first modern lightweight, warm, and dry
boots. He called his boots the ‘‘Maine Hunting Shoe,”’
and in 1912, while helping his brother run a small dry
goods store in Freeport, Maine, he decided to sell the
handmade footwear by mail order. His first step was to
obtain a copy of the publicly available list of persons
holding Maine hunting licenses—the natural market
for his boots. Bean sent each of the licensed hunters his
first mail order catalog, a three-page brochure, extol-
ling the virtues of his new boots and guaranteeing 100
percent satisfaction.

SELL GOOD MERCHANDISE AT A
REASONABLE PROFIT, TREAT YOUR
CUSTOMERS LIKE HUMAN BEINGS, AND
THEY’LL ALWAYS COME BACK FOR MORE.

L.L. Bean

He had to make good on that guarantee almost
immediately. Ninety of the first 100 boots sprung leaks
when the stitching holding the leather tops pulled out
of the soft rubber bottoms. Without hesitation Bean
refunded the purchase price of the boots to his disgrun-
tled, but impressed, customers. He borrowed addition-
al capital, improved the boot’s design, and began to
manufacture the improved footwear on a much greater
scale. The Maine Hunting Shoe soon became a necessi-
ty for anyone seeking to hunt or fish in the Northeast
wilderness.

By 1917 Bean’s business had outgrown his broth-
er’s dry goods shop and Bean moved to a showroom
across the street where customers could drop by to
purchase his products in person. By 1925, with hand
knit stockings and other associated items (such as
shoelaces) added to his product line, Bean employed
25 people in his operation, and yearly sales had reached
$135,000. Customers were attracted by the practical
nature of L.L. Bean products and by the quirky, folksy
tone of the catalogs Bean wrote himself. Most attrac-
tive, however, was Bean’s reputation for honesty.
Customers liked the old fashioned style and character
of L.L. Bean, where the boss’s motto for success was:
““Sell good merchandise at a reasonable profit, treat
your customers like human beings, and they’ll always
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Bear and Bull Markets

come back for more.”” Bean’s guarantee was uncondi-
tional. No matter how long a customer owned a prod-
uct, it could always be exchanged for a replacement or
a refund.

Throughout the 1920s and 1930s, L.L. Bean con-
tinued to expand its mail-order business and product
line; the company was incorporated on July 1, 1934.
During World War II (1939-1945), Bean served as a
consultant on boot design for the U.S. Army and Navy,
and his company received several contracts for military
versions of hunting boots and other outdoor products.
By the late 1940s, L.L. Bean had become a household
word, attracting regular visits from political leaders,
sports and other celebrities and had added casual
apparel, gear for many outdoor sports, and additional
footwear to its line.

Throughout the last years of his life, in semi-
retirement in Florida, Bean held his company relent-
lessly to his old fashioned business practices, limiting
growth, and only slowly accommodating modern tech-
nology. By 1967, when its founder died at age 94, L.L.
Bean was in danger of retreating into a comfortable,
but constricted, niche market.

Under Bean’s grandson, Leon A. Gorman (1934-),
who became president in 1967, L.L. Bean was drasti-
cally modernized. The company grew into one of the
world’s leading international mail order concerns, with
sales of over $1 billion per year. L.L. Bean sells more
than 16,000 products through catalogs, the Internet, a
retail operation in Freeport, Maine, eight retail stores in
Japan, and 90 factory outlet stores. The Freeport store,
opened in 1951, is open 24 hours a day, 365 days a
year, and remains one of Maine’s most popular tourist
destinations. More than 3.5 million people visit the
store each year. Over 4.5 million customers place
orders from all over the world; as many as 180,000
orders a day are received by phone. Despite the compa-
ny’s phenomenal growth in the past three decades of
the century, however, it has retained its founder’s
strong commitment to product quality, customer satis-
faction, and love of the outdoors.

See also: Leon Gorman, Mail-Order Houses
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BEAR AND BULL MARKETS

The terms bear and bull refer to two opposing
attitudes about the future of the economy. The mean-
ings of the terms are symbolized in their names. Bears
tend to be overbearing and push prices down. They
believe that stock prices, currencies, commodities, or
other financial investments will fall. Viewing the fu-
ture pessimistically, bears are cautious investors and
may quickly sell their holdings to avoid the losses they
are certain will come. Bulls, however, run fast with
their heads (and horns) high; they want to grab stocks
and push prices upward. Bulls believe stock and other
investment prices will rise. This optimism leads them
to confidently invest in the stock market, believing
their investments will increase in value.

Bear markets tend to coincide with recessions or
downturns in the business cycle, while bull markets
coincide with ‘‘boom’” periods of high growth. The
greatest bear market in U.S. history occurred after the
stock market crash of 1929 when, over a period of two
months, the Dow Jones index of industrial stocks lost
50 percent of its value. Because investors had little
faith that the economy would rebound they avoided
buying stocks and sold their investments before all
their value was lost. This bear market existed until the
end of World War II (1939-1945). In fact, it was not
until the early 1950s that the Dow Jones Industrial
Average regained its high of September 1929.

The terms bear and bull were already being used
in the United States in the mid-1800s, when they were
often used to refer to investors who sold and bought
purely speculative stocks (called ‘‘fancy stocks’”) of
companies that had little chance of ever earning a
profit. Before the Great Depression, the decade of the
‘‘Roaring Twenties’” was the greatest bull market the
United States had ever seen. Between 1921 and 1929
the stocks on the New York Stock Exchange grew
more than 800 percent in value. The next great bull
market occurred between 1954 and 1969, but this time
investors’ optimism was based not on speculation (risk
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taking with the stocks of companies the investor knows
little about) but on real growth in the profits of U.S.
corporations. In the 1970s, runaway inflation, higher
oil prices, and political turmoil led to the first extended
bear market since the 1930s. Beginning in 1982, how-
ever, the U.S. economy began to enjoy the longest and
most dramatic bull market in its history. The Dow
Jones Industrial Average stood at 831 in 1982, but in
early 1999 it crossed the 10,000 level for the first
time ever.

See also: Business Cycle, Dow Jones Industrial
Average, New York Stock Exchange, Recession,
Speculation, Stock, Stock Market Crash of 1929

BECHTEL, STEPHEN DAVISON

Stephen D. Bechtel (1900-89), a man who direct-
ed some of the twentieth century’s greatest construc-
tion feats, possessed extraordinary imagination and
organizational abilities. Beginning with his work on
the Hoover Dam in the 1930s, he thrived on surmounting
nearly impossible challenges. In naming him one of its
100 most influential persons of the twentieth century,
Time magazine said, ‘‘Only a man who thought on the
grandest scale could build the world’s biggest engi-
neering projects. . . . Thinking big was Steve Bechtel’s
forte.”’

Young Bechtel spent school vacations working
with his father and brothers on rugged railroad con-
struction projects throughout the West. During World
War I Bechtel served in France with the Twentieth
Engineers, American Expeditionary Force. After the
war he attended the University of California at Berke-
ley but left before graduation to join his father in the
construction business.

Bechtel’s father founded the W. A. Bechtel Com-
pany in California in 1925 and appointed his son its
vice president. The company built many of the roads,
tunnels, bridges, pipelines, and dams that fueled West
Coast economic growth in the twentieth century. In
1931 the elder Bechtel organized six companies in a
successful bid to build one of the largest construction
projects in history, the Hoover Dam. When his father
died suddenly in 1933, Bechtel became president of the
family company and chief executive of the dam project.

The Hoover Dam, which eventually transformed
the economy of much of the West, was completed in a
remarkably short five years, at a cost of $54 million.

Bechtel, Stephen Davison

The scale of the project was immense. The dam, which
rises 70 feet in the air, required 4.4 million cubic yards
of concrete to build. 5,000 workers at a time toiled on
the project, excavating 3.7 million cubic yards of rock.

Bechtel followed the success of the Hoover Dam
project with the 8.2-mile San Francisco—Oakland Bay
Bridge. In 1936 he joined with steel executive John
A. McCone (1909-1991), who later became director of
the CIA, to form Bechtel-McCone Corporation, a
firm concentrating on designing and building petro-
leum refineries and chemical plants. During World
War II, Bechtel’s companies and joint ventures turned
their efforts to supporting U.S. defense efforts. The
shipyards his companies organized built 560 vessels
between 1941 and 1945. Bechtel’s companies also
guided the work of aircraft modification plants and
constructed naval bases and other key defense facilities.

In 1946, following the war, Bechtel consolidated
his various companies into the Bechtel Corporation
and began to build many of the world’s oil pipelines,
including the 1,600-mile Alaska pipeline and, begin-
ning in 1947, the Trans-Arabian (1,068 miles) pipeline
that opened up Mideast oil reserves to the world.

Bechtel was widely recognized as a man of unusu-
al vision. In his last years he was actively engaged in
building a new city, Jubail, on the site of a former
fishing village in Saudi Arabia. He pioneered the
concept of ‘‘turnkey’’ projects—projects that remained
entirely under his company’s supervision and respon-
sibility until they were completed. Coordinating the
work of several contractors with Bechtel as project
manager was another of his initiatives that took root
and helped his company to flourish.

Bechtel resigned as president and CEO of Bechtel
Corporation in 1960. He remained active in the compa-
ny’s affairs until his death in 1989 (at age 88), first as
chairman of the board and later as senior director. He
had built the company from revenues of less than $20
million when he took it over in 1936 to $463 million
when he retired in 1960. By 1997 the company was
posting annual revenues of $11.3 billion. Since 1898
four generations of the Bechtel family have guided the
family-owned business through 19,000 projects which
included transit systems in San Francisco, Washing-
ton, D.C., and Athens, Greece, the Boston expressway
project, and the Hong Kong airport.
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BELL, ALEXANDER GRAHAM

In 1876 Alexander Graham Bell (1847-1922), at
age twenty-nine, invented the telephone. A year later
he founded the Bell Telephone Company, which later
became the American Telephone and Telegraph Com-
pany (AT&T). Throughout the remainder of his long
and productive life, Bell continued his work as an
inventor, eventually securing eighteen patents in his
name. In addition he maintained a lifelong commit-
ment to the education of the deaf.

Bell was born in 1847 Edinburgh, Scotland, to a
family of eminent speech educators and musicians. His
father, Alexander Melville Bell, taught speech to the
deaf and the mute and wrote textbooks on correct
speech. Bell’s mother was a portrait painter and an
accomplished musician. Bell received his early educa-
tion at home and graduated at age fourteen from the
Royal High School, Edinburgh. He then enrolled as a
student teacher at Weston House, a nearby boys’
school, where he taught music and speech and in turn
received instruction in other subjects. Bell also studied
briefly at Edinburgh University. In his late teens, Bell
worked as an assistant to his father, promoting ‘vis-
ible’” speech, a system developed by his father that
shows the articulation of sound on the lips, tongue, and
throat. Bell became deeply interested in the study of
sound, especially as it affects hearing and speech, and
he followed this interest throughout his life.

When young Bell’s two brothers died of tubercu-
losis, their father took the family to the healthier
climate of Ontario, Canada, in 1870. Bell soon moved
to Boston, Massachusetts, and in 1872 opened his own
school for training teachers of the deaf. In 1873 he
became a professor of vocal physiology at Boston
University.

Bell’s interest in speech and communication led
him to investigate the transmission of sound over
wires. Backed financially in his investigations by

Alexander Graham Bell testing his new telephone invention.

Gardiner Hubbard and Thomas Sanders, grateful fa-
thers of two of his deaf pupils, he experimented with
developing the harmonic telegraph, a device that could
send multiple messages at the same time over a single
wire. Using vibrating membranes and an actual human
ear in his tests, Bell also investigated the possibility of
transmitting the human voice by wire.

MR. WATSON, COME HERE, | WANT YOU!

Alexander Graham Bell, first words spoken on the
telephone, March 10, 1876

Early in 1874 Bell met Thomas A. Watson (1854—
1934), a young machinist and technician with expertise
in electrical engineering. Watson became Bell’s indis-
pensable assistant and the two spent endless hours
together experimenting with transmitting sound. In the
summer of 1874 Bell developed the basic concept of
the telephone using a varying but unbroken electric
current to transmit the sound waves of human speech.
However, at the urging of his financial backers, who
were more interested in the potential of the harmonic
telegraph, Bell did not pursue the idea for several
months. He resumed work on the telephone in 1875
and by September began to write the required patent
specifications.

Bell’s patent, U.S. Patent No. 174,465, was grant-
ed on March 7, 1876, and on March 10, the first

86

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY



message transmitted by telephone passed from Bell to
Watson in their workshop: ‘‘Mr. Watson, come here, [
want you!”’ After a year of refining the new device
Watson and Bell, along with their two backers Hubbard
and Sanders, formed the Bell Telephone Company in
1877. Soon afterwards Bell married Mabel Hubbard,
his former speech student and daughter of his new
partner, and sailed to England for a yearlong honeymoon.

Bell’s claim to have invented the telephone was
challenged in more than 600 lawsuits. The courts
eventually upheld Bell’s patent, and the Bell Compa-
ny’s principal competitor, Western Union Telegraph,
agreed to stay out of the telephone business. The Bell
Company, in turn, stayed away from the telegraph. In
1878, with the sale of the Bell Company to a group of
investors, Bell’s financial future was secure and he
could devote the rest of his life to his work as an
inventor. Bell won France’s Volta Prize for his tele-
phone invention and received 50,000 francs in prize
money. With this reward he established the Volta
Laboratory in Washington, D.C., primarily for re-
search on deafness. Among the new devices he and his
fellow scientists at the laboratory invented were the
graphophone, a device for recording sound on wax
cylinders or disks (an advance that made Thomas
Edison’s (1847-1931) phonograph commercially vi-
able); the photophone, used for transmitting speech on
abeam of light; a telephone probe, used in surgery until
the discovery of the X-ray; an audiometer; and an
induction balance for detecting metal within the hu-
man body.

Working with collaborators at the Volta Laborato-
ry and at another scientific facility he established near
Baddeck, Nova Scotia, Bell invented a prototype air
conditioning system, an improved strain of sheep, an
early iron lung, solar distillation of water, and the sonar
detection of icebergs. The possibility of flight fascinat-
ed Bell. He built tetrahedral kites capable of carrying a
human being and supported pioneering experiments in
aviation. He also designed a hydrofoil boat that set the
world water speed record in 1918.

Bell retained his dual interests in education of the
deaf and invention throughout his later life. He became
a naturalized U.S. citizen in 1882 and established
several organizations to support teaching of the deaf,
including the American Association to Promote the
Teaching of Speech to the Deaf in 1890, later known as
the Alexander Graham Bell Association for the Deaf.
He was also influential in the founding of Science
magazine and the National Geographic Society. Bell
died in 1922.

See also: American Telephone and Telegraph

Bennett, James Gordon
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BENNETT, JAMES GORDON

James Gordon Bennett (1795-1872), in many
ways the father of modern journalism, shaped the
American newspaper as it is today. At the time of the
American Civil War (1861-1865), Bennett’s newspa-
per, the New York Herald, had the largest circulation of
any newspaper in the world and it wielded great
national influence. Reportedly the only paper that
President Abraham Lincoln (1861-65) read daily, the
Herald made Bennett one of the wealthiest men in
America.

Bennett was the first newspaper publisher to ex-
ploit rail and steamboat transportation and use the
telegraph to speed the delivery of news. He joined
Horace Greeley (1811-1872) and Charles Dana (1819—
1897) to become one of the three giants of journalism
and publishing in America in the nineteenth century.

Born and raised in Scotland, Bennett grew up in a
devout Catholic family in a overwhelmingly Presbyte-
rian community. He received a classical education in a
local school and later at a Catholic seminary in Aber-
deen. In 1817, at age 24, he sailed to America, landing
in Nova Scotia with just five pounds sterling in his
pocket. By the time he reached Boston, he was penni-
less and actually went two days without food until he
found a job as a clerk with a book selling and publish-
ing firm. After working for the firm as a proofreader
and learning many of the details of the publishing
business, Bennett moved on to New York where he
sought work as a freelancer.

Bennett’s next important job was with the very
influential Charleston, South Carolina, Courier. Its
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editor, Aaron Smith Wellington, was ahead of his time
in believing that speed and timeliness were crucial to a
newspaper’s success. For example, Wellington scooped
the rest of the country with the first news of the Treaty
of Ghent, which ended the War of 1812 (1812-1814).
Bennett’s job at the Courier was to translate articles
from French and Spanish newspapers that were brought
by ships into Charleston’s busy seaport. Although he
learned the tenets of deadline journalism in Charleston,
Bennett’s poor social skills hampered his ability to
participate in the city’s active social life. At the end of
ten months he returned to New York.

For the next few years, until 1827, Bennett sup-
ported himself precariously as a lecturer and freelance
writer. In 1827 he was hired by the New York Enquirer
and became the first Washington correspondent in
history. Over the next few years he worked for a series
of newspapers as a reporter. Twice he tried to start his
own paper and both times he failed.

Finally, in 1835, with $500 in capital, he founded
the New York Herald. The newspaper’s offices were in
a cellar furnished with planks and barrels and Bennett
was its publisher, reporter, and advertising and circula-
tion manager. At the time New Yorkers already had a
choice of more than a dozen daily newspapers, and the
Herald’s chances for success were poor.

But in the next 37 years Bennett built the Herald
into the newspaper with the largest circulation in the
world. He accomplished this by introducing several
enduring innovations. Among them were listing the
closing prices of stocks traded each day on the New
York Stock Exchange, hiring as many as 63 correspon-
dents to cover the battles of the Civil War, printing the
first illustration accompanying a news story, establish-
ing correspondents in Europe, and introducing a socie-
ty column. Bennett was the first newspaper publisher
to use the telegraph to obtain a full report of a major
political speech and was also the first to narrate a
sensational murder in great detail.

Whatever resources were demanded, Bennett was
determined to cover stories ahead his rivals. Speed in
newsgathering became his watchword. Even the most
successful of his competitors were sometimes forced to
copy stories from the Herald. He early realized and
exploited the communications potential opened up by
the telegraph, the ever-faster steamships crossing the
Atlantic from Europe, and the new railroads which
began to connect American cities. During the Mexican
War and the Civil War, the Herald usually received
stories from the battlefield days ahead of the dispatches
that were sent to the War Department in Washington.

The Herald in the mid-nineteenth century was
among the most profitable newspapers in the world.
Bennett’s salary of about $400,000 a year made him
one of the wealthiest Americans of his time. Politically
independent, reported on deadline, and aimed at the
widest possible audience, the New York Herald was the
first mass circulation newspaper that was essential
reading for the country’s opinion makers and political
leaders.
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BERINGIA

Beringia is the land bridge thought to have existed
over the Bering Strait, the waterway that separates Asia
(Russia) from North America (Alaska). Scholars be-
lieve that a natural bridge was formed across the strait
either by ice or by dropping sea levels that exposed
land masses during the late ice age (known as the
Pleistocene glacial epoch, which ended around 10,000
B.C.)

Asian peoples are believed to have migrated over
Beringia as they pursued large game. They arrived in
North America as early as 50,000 B.c. These people
were the Paleo-Indians, the first inhabitants of the
Western Hemisphere. Many American Indian groups
that were encountered by the Europeans in the early
1500s were descendants of the migratory Paleo-Indians.

The Bering Strait, which connects the Arctic Ocean
and the Bering Sea, is 53 miles (85 kilometers) across
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at its most narrow point. The first European to traverse
the Bering Strait (in 1728) was Danish navigator Vitus
Bering (1681-1741), from whom it takes its name. He
had been employed by Russian Czar Peter the Great to
determine whether Asia and North America were
connected.

See also: Paleo-Indians

BESSEMER PROCESS

The Bessemer process was the first method for
making steel cheaply and in large quantities, developed
during the early 1850s. It was named after British
engineer Henry Bessemer (1813-1898), who invented
the process. The process was also developed indepen-
dently in the United States by William Kelly (1811-
1888), who received a patent for it in 1857.

Bessemer and Kelly experimented with injecting
air into molten pig iron (crude iron); the oxygen in the
air helped rid the iron of its impurities (such as manga-
nese, silicon, and carbon), converting the iron to mol-
ten steel, which was then poured into molds. The
process was introduced to the U.S. steel manufacturing
industry in 1864. Alloys were also added to the refining
process to help purify the metal. Within two decades
the method was used to produce more than 90 percent
of the nation’s steel; it was eventually implemented
throughout the industrialized world.

In the mid-1800s rich iron ore deposits were
discovered in the Upper Peninsula of Michigan along
Lake Superior. The discovery of the minerals and the
innovation of the Bessemer process combined to create
a thriving steel industry in the United States. There was
a growing market for the material; railroads needed
iron to make rail gauges and the new auto manufactur-
ing industry used steel to make cars. As a result annual
U.S. steel production increased by a factor of 20
between 1880 and 1910.

One of the early industry leaders was Andrew
Carnegie (1835-1919). In 1873 Carnegie founded the
nation’s first large-scale steel plant at Braddock, Penn-
sylvania. In 1901 he sold the plant and other steel mills
to the United States Steel Corporation (later to become
the USX Corporation, the largest steel producer in the
United States). The Bessemer process continued to be
used until after World War II (1939-1945). The open-
hearth method of refining gradually replaced it.

See also: Andrew Carnegie, Steel Industry
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BETHUNE, MARY MCLEOD

Mary McLeod Bethune (1875-1955) was an edu-
cator and activist who founded a college in Florida for
African-American women. She promoted education
for African Americans at the national level and served
on many presidential committees. Involved in the
women’s movement, Bethune founded and led organi-
zations that represented African-American women in
the United States.

Mary McLeod Bethune was born on July 10, 1875,
near Mayesville, South Carolina. She was the fifteenth
of seventeen children born to former slaves. As a child,
she worked in a cotton field, where she developed a
strong work ethic and an appreciation for manual labor.
Because of her strong desire to learn how to read and
write, Bethune was allowed to attend the one-room
schoolhouse in Mayesville. Her teacher recognized her
talent for learning and recommended her for a scholar-
ship to attend Scotia Seminary in Concord, North
Carolina. Bethune graduated from the seminary in
1894 and then won a scholarship to the Moody Bible
Institute in Chicago.

Bethune started her career as a teacher’s assistant
in 1896, at the same Mayesville school she had attend-
ed. Next she received an appointment from the Presby-
terian Board of Education to teach at the Haines
Normal and Industrial Institute in Augusta, Georgia.
Under the direction of Lucy Craft Laney, Bethune
learned a great deal about how to administer a girls’
school with primary, grammar, normal, and industrial
courses. In 1898 Bethune was transferred to the Kendell
Institute in Sumpter, South Carolina, where she met her
husband-to-be, Albertus Bethune. The couple married
in May 1898, and Bethune gave birth to their son,
Albertus McLeod Bethune, Jr., in February 1899.

While living with her new family in Savannah,
Georgia, Bethune met Reverent C.J. Uggans, a Presby-
terian minister from Palatka, Florida, who encouraged
her to found a school in Palatka. Bethune took the
opportunity and spent the next five years there. Not
only did she start a community school, but she also
worked in the jails, sawmills, and clubs teaching and
doing missionary work. A few years later, she was
encouraged by Reverend S.P. Pratt to move to Daytona
and start a new school. In 1904 Bethune opened the
Daytona Normal and Industrial Institute for Negro
Girls. Bethune worked tirelessly at the school to devel-
op its academic program and earn regional accredita-
tion. In addition, because she had no assets with which
to fund the school, Bethune spent a considerable amount
of time soliciting contributions from both the African
American and white communities. In 1923 Bethune’s
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school merged with the Cookman Institute for Men,
then in Jacksonville, and in 1929 the institution became
known as the Bethune-Cookman College in Daytona
Beach. Bethune served as president of the college until
1947. The college awarded its first four-year degrees in
teacher education in 1943.

Bethune was not only an educator, but also a
leader and an activist. In 1924 she became the eighth
president of the National Association of Colored Wom-
en’s (NACW) clubs, and in that position she helped
establish a national headquarters for the organization in
Washington, D.C. In addition, Bethune also served on
many presidential committees. In 1928 she attended
President Calvin Coolidge’s (1923—-1929) Child Wel-
fare Conference. During President Herbert Hoover’s
(1929-1933) administration she attended the National
Commission for Child Welfare and served on the
Hoover Commission on Home Building and Home
Ownership. She was appointed to the Planning Com-
mittee of the Federal Office of Education of Ne-
groes in 1933.

WE MUST GAIN FULL EQUALITY IN
EDUCATION ... IN THE FRANCHISE ... IN
ECONOMIC OPPORTUNITY, AND FULL
EQUALITY IN THE ABUNDANCE OF LIFE.

Mary McLeod Bethune, Chicago Defender, May 1954

Aside from her work with the NACW, Bethune
was active in other aspects of the women’s movement
during the 1920s and 1930s. In 1935 she founded the
National Council of Negro Women in New York City,
and remained president of that organization until 1949.
Through the activities with the women’s movement
Bethune came to the attention of Eleanor Roosevelt
(1884-1962), who invited her to attend a luncheon for
leaders of the National Council of Women in the
United States. Bethune was appointed administrator of
the National Youth Administration (NYA) by Presi-
dent Franklin D. Roosevelt (1933—-1945), a position
she held from 1935 to 1944. During her tenure with the
NYA, Bethune was instrumental in encouraging Afri-
can Americans to join the Democratic Party, and she
traveled around the country promoting Roosevelt’s
New Deal policies. In addition, Bethune founded the
Federal Council on Negro Affairs, a group of promi-
nent African American administrators in Washington
during the Roosevelt administration who became known
as the ‘‘black cabinet.”’

The NYA was abolished in 1943, and Bethune
returned to Daytona Beach. She was, however, still
involved in national affairs. Bethune lobbied the Unit-
ed States War Department in 1942 to commission

Beveridge, Albert Jeremiah

black women officers in the Women’s Army Auxiliary
Corps (WAAC). Two years later she became the na-
tional commander of the Women’s Army for National
Defense, an African American women’s organization
founded by Lovonia H. Brown. After World War II
(1939-1945), Bethune became involved in internation-
al activities, traveling to Haiti, Liberia, and Switzerland.

Mary McLeod Bethune died of a heart attack on
May 18, 1955. Her legacy lives on not only through the
Bethune-Cookman College, but also through the Mary
McLeod Bethune foundation. In addition, her home,
““The Retreat,”” was made a National Historic Land-
mark by the National Park Services in 1975.

See also: Women’s Movement
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BEVERIDGE, ALBERT
JEREMIAH

Albert Jeremiah Beveridge (1862—-1927) was one
of the leading political progressives in the United
States, and a highly respected historian. He was a
champion of U.S. economic growth, but he also sought
to protect U.S. workers and consumers.

Albert Beveridge was born on October 6, 1862 in
Highland County, Ohio, to Thomas and Frances
Beveridge. He had a difficult childhood because of
family financial problems. In 1865 his father lost his
property and moved the family to a farm in Illinois.
Beveridge went to work as a child to help support the
family. He worked as a plowboy at age twelve, as a
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railroad hand at age fourteen, and as a logger at age
fifteen. When he was sixteen Beveridge was able to
attend high school. After graduating in 1881, he bor-
rowed $50 from a friend to attend Asbury College
(now De Pauw University) in Greencastle, Indiana.
Beveridge managed to finance the rest of his col-
lege education with prize money from oratorical
competitions.

Beveridge graduated from college in 1885 and
was admitted to the bar in 1887. He then opened
his own law practice in Indianapolis, where he built
a successful business over the next twelve years.
Beveridge continued to use his skills as an orator, this
time for the Republican Party. During the late 1880s
and early 1890s he became known as one of the party’s
most capable and enthusiastic campaigners. He quick-
ly became a skilled lawyer and cultivated many friend-
ships among the city’s leading political figures.

In 1889 there was a deadlock among the leading
Republican candidates for senator and the legislative
caucus turned to Beveridge as a compromise candi-
date. At the age of thirty-six, Beveridge was elected as
the youngest member of the United States Senate. In
his first term Beveridge spoke out as a firm believer in
U.S. imperialism and passionately championed the
expansion of United States domination in Canada,
Mexico, and the Philippines. He supported an aggres-
sive foreign policy, advocating strong protectionist
tariffs for the United States, the annexation of Cuba,
and increased economic domination for what he con-
sidered to be ‘‘backward’’ societies. He declared that
he was for: ‘‘American first! Not only America first,
but American only!”’

In 1905 Beveridge was reelected to the Senate. As
the country’s overseas interests diminished, Beveridge
turned his attention to domestic matters and allied
himself with Republican President Theodore Roose-
velt (1901-1909). Beveridge became involved in the
party insurgency of the time that led to the formation of
the Progressive Party. In particular, Beveridge sup-
ported equal industrial opportunities, antitrust legisla-
tion, government regulation of public service, a strong
navy, and the conservation of natural resources.

Beveridge is best known for two pieces of impor-
tant legislation that he advocated during his second
term in the Senate. In 1906 he was strongly influenced
by Upton Sinclair’s (1878-1968) book The Jungle,
which exposed the public to the horrors of unsanitary
food preparation in the U.S. meat packing industry.
Beveridge fervently fought for the passage of the Pure
Food and Meat Inspection Acts aimed at curbing the
abuses of this industry. The second important piece of

legislation with which Beveridge was actively in-
volved was the Keating-Owen bill, a child labor pro-
tection act passed in 1916. Beveridge worked tirelessly
for a national child labor law to stop the victimization
of children in U.S. factories, and the law was eventual-
ly passed five years after Beveridge’s term as sena-
tor ended.

Because of his outspoken position on some rather
controversial issues Beveridge lost his bid for the
Senate in 1911. He then joined Roosevelt and the
Progressive Party in 1912 and was the keynote speaker
at the party’s first national convention. In 1914 he ran
for Senate as a Progressive but again lost the bid.
Beveridge and Roosevelt both rejoined the Republican
Party in 1916.

Beveridge was never again elected to political
office. While he remained active in politics, he also
pursued a career as a historian. He wrote several books
throughout his lifetime, but his most influential works
came during his later years. Between 1916 and 1919
Beveridge authored a four-volume series on The Life of
John Marshall, a biography of the Chief Justice of the
Supreme Court. The work was awarded a Pulitzer
Prize. Beveridge then began another four-volume work,
this time on the life of Abraham Lincoln. However, he
finished only two volumes before his death on April
27,1927.

See also: Upton Sinclair
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B.F. GOODRICH

Benjamin Franklin Goodrich (1841-1888) was a
businessman and a physician by profession. He served
as an assistant surgeon in the Union Army during the
American Civil War (1861-1865). When the war end-
ed his interest turned to primarily business dealings
and he formed a real estate partnership with John P.
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Morris of New York City. In 1869 they invested in the
Hudson River Rubber Company. Soon they acquired
complete ownership of the company and Goodrich
became president.

The Hudson River Rubber Company was strug-
gling financially in New York at the time. Goodrich
felt that by moving the company westward he could
take advantage of the promise of a growing population
and new opportunity for advancement and prosperity.
In 1870 a new two-story factory was built on the banks
of the Ohio Canal. Its products included billiard cush-
ions, bottle stoppers, rubber rings for canning jars, and
fire hoses. It was the first rubber company west of the
Allegheny Mountains.

The company reorganized internally several times
and finally secured a loan in 1880 from George W.
Crouse, an original investor. The Hudson River Rub-
ber Company now became the B.F. Goodrich Compa-
ny and was incorporated in the state of Ohio. In 1896
the first automobile tires in the United States were
produced by Goodrich. The B.F. Goodrich Tire Com-
pany devoted its entire energies to rubber technology.
Inventions and products included the first rubber sponge
in 1902 and aircraft tires in 1909. All aircraft used in
World WarI (1914-1918) had B.F. Goodrich tires. The
Spirit of St. Louis piloted by Charles Lindbergh (1902—
1974) sported tires manufactured by B.F. Goodrich.

During World War II (1939-1945) Japan con-
trolled the supply of natural rubber. Goodrich invented
synthetic rubber to supply the war needs of the United
States. Tubeless tires came into being in 1947. Because
of this invention the tires on all new cars were much
safer. The first American in space, Alan Shepard, wore
a space suit designed by Goodrich. The popular 1960s
children’s sneakers P-F Flyers also came from this
innovative company.

In 1979 the new B.F. Goodrich chairman John
Ong began diverting the company’s focus from tires to
chemical and aerospace concerns. By 1986, the merger
of B.F. Goodrich and Uniroyal created the Uniroyal
Goodrich Tire Company. In 1990 Michelin purchased
this new company and B.F Goodrich was out of the tire
business.

Ong diverted research money back into the chemi-
cal and aerospace businesses. He acquired British
companies, because although they had low productivi-
ty, they generally had sound research and good prod-
ucts and were relatively easy to reorganize into profit-
able ventures. This investment strategy generally worked
well because of its long-term growth potential. B.F.
Goodrich chemicals were eventually used in every-
thing from textiles to Turtle Wax.

Bicycles

Ong retired in 1997 and was succeeded by David
L. Burner. B.F. Goodrich continued to focus on mak-
ing profitable acquisitions around the world. These
acquisitions were chosen because they meshed well
with current holdings and improved their returns.

See also: Tire and Rubber Industry

FURTHER READING

“B.F. Goodrich,”” [cited April 23, 1999] available
from the World Wide Web @ www.bfgoodrich.com/
default.asp/.

Low, Chris. ‘‘Goodrich Gaining in Confidence.”’
Gannett News Service, November 6, 1997.

Mavrigina, Mike. Performance Wheels and Tires. H.P.
Books, 1998.

Neely, William. Tire Wars: Racing With Goodyear.
Tucson, AZ: Aztex Corporation, 1993.

Rodengen, Jeffrey L. The Legend of Goodyear: The
First 100 Years. Ft. Lauderdale, FL: Write Stuff
Syndicate, 1997.

BICYCLES

A series of inventions during the 1800s resulted in
the introduction of the safety bicycle in 1876. It was the
direct ancestor of the modern bike and the first com-
mercially successful bicycle. It had wheels that were
equal in size, making it easier and safer to ride than its
“‘high-wheeler’” predecessor. The industry proliferat-
ed and by 1900 more than 10 million people in the
United States owned bicycles. In the years preceding
the U.S. manufacture of automobiles (which began
around 1900) the bicycle became an important means
of transportation and recreation.

As with other inventions, the bicycle was a result
of the work of several innovators. In 1817 German
Baron Karl von Drais de Sauerbrun developed a device
that resembled a scooter, the drasienne. The device
was later improved by Scotsman Kirkpatrick Macmil-
lan (1813-1878), who in 1839 added pedals to the
vehicle, creating the world’s first real bicycle. In 1870
English inventor James Starley (1830-1881) designed
a bicycle with a large front wheel and a small rear
wheel. He named it the Ariel. The invention was also
called a ‘‘penny-farthing’’ (after two different-sized
British coins), the ‘‘high-wheeler,”” and the ‘‘ordi-
nary.”” Though the bicycle was easier to pedal and
faster (one revolution of the pedals turned the front
wheel once), its high center of gravity made it unstable
and even dangerous. The innovation of the tricycle, or
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velocipede, improved the design of the Ariel by giving
it the added stability of the third wheel.

But it was not until the safety bike was developed
in 1876 that the bicycle’s popularity began to rise.
Invented by Englishman H.J. Lawson, the bicycle had
wheels of equal size and a bike chain (to drive the rear
wheel). This practical design was improved again in
1895 when air-filled tires were added. Mass production
of the safety bicycle began in 1885.

After the advent of the automobile the bicycle
continued to figure prominently in American life.
Bicycle riding became a leisure pursuit that rivaled
baseball in popularity. Cycling clubs emerged. The
tandem, a bicycle built for two, allowed American
youths an opportunity for courtship. The bicycle indus-
try yielded some of the great innovators in transporta-
tion, including bicycle designer Charles Edward Duryea
(1861-1938). Duryea demonstrated the first successful
gas-powered car in the United States with his brother
Frank (1869-1967). Brothers Wilbur and Orville Wright
(1867-1912; 1871-1948), who owned a bicycle shop
in Dayton, Ohio, used their skill they learned at their
trade to build the first airplane.

See also: Automobile

BIDDLE, NICHOLAS

Nicholas Biddle (1786—1844) established the Bank
of the United States as a prototype of the modern
central banking system. Using the power of the bank to
expand and contract the money supply, Biddle played a
prominent role in creating a stable currency and in
bringing order to the chaotic American marketplace. A
true American aristocrat, he read classics in their
original language and collected art. Following his
retirement from banking, he helped establish Girard
College in Philadelphia and held literary salons at
Andalusia, his country estate.

Biddle was born in Philadelphia, the son of Charles
Biddle and Hannah Shepard. Biddle’s mother was the
daughter of a North Carolina merchant; his father was a
successful merchant. Biddle was a precocious student
and was admitted to the University of Pennsylvania
when he was ten years old. His parents took a keen
interest in his education. At age thirteen they had him
transferred to Princeton University as a sophomore. He
graduated in September 1801. At the age of fifteen,
Biddle was the highest ranking student in his class.

In 1804 Biddle went to France as a member of the
American legation, where he worked on claims result-
ing from the Louisiana Purchase. After one year, he

took a tour of Europe and Greece, then settled in
London where he worked for two years as secretary for
future President James Monroe (1817-1875). During
the time he spent overseas, Biddle acquired valuable
insights into the problems and techniques of interna-
tional finance.

In 1810 Biddle met and later married Jane Craig,
whose father’s estate was one of the largest in Philadel-
phia. That same year he was elected to the Pennsylva-
nia legislature. The highlight of his term was an elo-
quent defense of the First Bank of the United States.

USING THE POWER OF THE BANK TO
EXPAND AND CONTRACT THE MONEY
SUPPLY, BIDDLE PLAYED A PROMINENT
ROLE IN CREATING A STABLE CURRENCY
AND IN BRINGING ORDER TO THE CHAOTIC
AMERICAN MARKETPLACE.

In 1822 Biddle assumed the presidency of the
Second Bank of the United States—the first effective
central bank in U.S. history. The bank carried out
regular commercial functions, and also acted as a
collecting and disbursing agent for the federal govern-
ment. Under Biddle’s guidance, the bank expanded to
twenty-nine branches and controlled one-fifth of the
country’s loans and bank notes in circulation.

Biddle was a brilliant administrator who main-
tained complete control over the Bank of the United
States. His political instincts, however, were less as-
tute: He believed that any reasonable person must
agree with him on the value of the bank to the nation’s
economy. His hard—headed convictions proved disas-
trous for the bank.

By 1828 the central bank was under attack from
President Andrew Jackson (1829-1837) whose per-
sonal experience had given him a deep mistrust of
financial institutions. Uncertain of the bank’s future,
Biddle decided to press for re-chartering the bank in
1832, four years before the bank’s original charter
required the action. Jackson vetoed the move, publicly
denouncing the bank as a monopoly that was under
foreign influence. Though the reputation of the bank
had improved under Biddle’s leadership, public opin-
ion favored Jackson’s position.

Bolstered by his supporters, Jackson resolved to
destroy the bank. He directed the removal of almost
$10 million in government deposits, which were placed
in state or ‘‘pet banks.’’ Biddle responded by curtailing
loans. Though the move may have been necessary to
protect the bank, the restriction of credit dealt a serious
blow to the US economy. Bankruptcies multiplied
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while wages and prices declined. These hardships
turned people against the bank.

The bank’s federal charter was terminated in 1836,
but it was granted a state charter to operate as the Bank
of the United States of Pennsylvania. The frenzied
speculation that followed the loss of stability that the
central bank had provided the Panic of 1837. Biddle,
however, was still the most prominent banker in the
country. As President of the Bank of the United States
of Pennsylvania, Biddle played an important role in
trying to shore up the nation’s banking system. He also
intervened heavily in the cotton market to prevent its
collapse.

With order seemingly restored, Biddle resigned
his position in March 1839. The bank continued to
operate, but due to falling cotton prices and misman-
agement by the bank’s directors, its plight grew steadi-
ly worse. The bank collapsed in February 1841, taking
Biddle’s personal fortune with it. During his final
years, Biddle faced many lawsuits. Although arrested
on charges of criminal conspiracy in 1842, he was
exonerated. Legal problems continued to pursue him
until his death in 1844.

See also: Bank of the United States (First
National Bank), Bank of the United States
(Second National Bank), Bank War, Central
Bank, Andrew Jackson, Panic of 1837
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BIG STICK DIPLOMACY

‘‘Speak softly and carry a big stick—you will go
far.”” With these words President Theodore Roosevelt
(1901-1909) described his approach to foreign policy.

Big Stick Diplomacy

The press characterized Roosevelt as a menacing ogre
brandishing a club as his aggressive policies bullied
smaller nations into conforming to U.S. desires. In-
deed, the ‘‘big stick’” was a sizable naval force (the
“‘white fleet’”) sent on a world tour by Roosevelt to
display the controlled might of the United States. One
important consideration of U.S. policy makers was the
sugar market. At the time Europe was the global leader
in sugar production. The United States saw an opportu-
nity to promote American economic interests in this
market through Cuba’s sugar production.

A second issue involved Venezuela and Santo
Domingo (now known as the Dominican Republic).
These two countries had incurred debts to several
European countries—debts that they could not pay. In
December 1902, British and German ships blockaded
Venezuelan ports in an effort to force payment. Known
as the Venezuela Affair, this action violated the corner-
stone document of U.S. foreign policy—the Monroe
Doctrine. Promulgated in 1823, the Monroe Doctrine
warned European powers to stay clear of further in-
volvement in the affairs of smaller nations in the
Western Hemisphere. Though Roosevelt stepped in
and settled the dispute without bloodshed, he realized
that something more needed to be done to prevent such
actions by Europe in the future. This led to the Roose-
velt Corollary to the Monroe Doctrine.

The Roosevelt Corollary was published on De-
cember 6, 1904 as an amendment to the Monroe
Doctrine. It stated that the United States may be forced
“‘in flagrant cases of . . . wrongdoing or impotence, to
the exercise of an international police power’’ in the
Caribbean, Central America, or South America. Roo-
sevelt clearly had the power at his command. In 1902
he had obtained congressional approval to strengthen
the U.S. Navy with 10 new battleships and four cruis-
ers. He reasoned that the expanded fleet would gain the
United States greater clout in international affairs.

To maximize this clout, the fleet needed to be
readily available in both the Atlantic and Pacific Oceans.
Roosevelt opened negotiations with the Republic of
Columbia to secure the right to build a canal across
Panama. This canal could be used not only as a military
passage, but also for commercial shipping, an impor-
tant point to U.S. farmers, manufacturers, and shippers
looking to expand their markets. However, the Colom-
bian Senate rejected a treaty giving the U.S. a 99-year
lease on a canal corridor across the Isthmus of Panama.
Roosevelt defied the U.S. Congress and bent the rules
of international law by backing a revolution in Panama.
Panama seceded from Colombia, becoming the Repub-
lic of Panama. Within two weeks the United States had
recognized the new ‘‘nation of Panama’’ and Panama
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had signed a treaty with the U.S. and a lease that
allowed the construction of the Panama Canal.

Contemporary critics of Roosevelt’s somewhat
muscular policies denounced them as imperialist. Roo-
sevelt did not flinch from the term. He rather reveled in
the idea of an American empire. But, like the ‘‘dollar
diplomacy’’ of his successor, William Howard Taft,
Teddy Roosevelt was not anxious to administer a
traditional European-style empire. Administering the
Philippines—a task left over from the Spanish-Ameri-
can War—was more than enough trouble. For Roose-
velt, it was a matter that the small nations of the
Western Hemisphere engaged in international trade
should pay their bills so that the U.S. might avoid going
to war with a European creditor nation over violation
of the Monroe Doctrine. Roosevelt’s own words seem
to confirm this: ‘‘No independent nation in [Latin]
America need have fear of aggression from the United
States. It behooves each one to maintain order within
its own borders. When this is done, they can rest
assured that, they have nothing to dread from outside
interference.”” And in his own, less formal style Roose-
velt had this to say about U.S. interest in the Dominican
Republic: ‘‘T have about as much desire to annex it as a
gorged boa constrictor might have to swallow a porcu-
pine wrong-end-to.”’

Big Stick Diplomacy continued to be a dominant
aspect of U.S. foreign policy through the 1980s. From
President Woodrow Wilson’s (1913-1921) interven-
tion in the Mexican Revolution to the U.S. funding of
the anti-Communist Contra guerillas in Nicaragua, the
United States continues to employ impressive military
strength and covert action in its Caribbean sphere of
influence.

See also: Dollar Diplomacy, Imperialism, Monroe
Doctrine, Panama Canal Treaty
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BIRDS OF PASSAGE

Between 1881 and 1920 a wave of immigration
brought more than 23 million new arrivals to the
United States. They were largely from eastern and
southern Europe. But not all of them planned to stay.
“‘Birds of passage,”” also known as round-trippers,
were usually young male immigrants who intended to
make money in the United States and then return to
their native countries. After leaving their families
behind they traveled to the United States in search of
employment, most often during the summer. They
were usually hired to work on farms, in mines, and in
construction. If work was scarce (as it was following
the Panic of 1907) the temporary immigrants often
lacked money to pay for the return trip. If work was
plentiful the young migrant workers chose to settle in
the United States. They became naturalized citizens
and brought their families over from their home coun-
try. Between 1908 and 1914 U.S. immigration record-
ed nearly seven million new arrivals and just over two
million departures. Many of the two million who
departed were considered birds of passage.

See also: Immigration

BLACK & DECKER
CORPORATION

Under its original name—the Black & Decker
Manufacturing Company—the Black & Decker Cor-
poration was founded in September 1910 when S.
Duncan Black and Alonzo G. Decker joined forces to
set up a machine shop in a rented warehouse in
Baltimore, Maryland. After several years of contract
manufacturing such products as a milk bottle cap
machine and a cotton picker, Black and Decker began
to design and manufacture their own electric powered
tools in 1916. Black and Decker designed a universal
motor—the first for electric tool use—which used
either alternating or direct current, and also a trigger
switch modeled after the mechanism in the Colt re-
volver. The first tool incorporating these innovative
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elements was a 1/2—inch portable drill with the innova-
tive ‘‘pistol grip and trigger switch’’ that have re-
mained standard for electric drills ever since.

In 1917 the company was awarded patents for its
pistol grip and trigger switch and it constructed a
factory on the outskirts of Towson, Maryland. By 1918
sales surpassed $1 million. Immediately after World
War I (1914-1918), additional portable electric tools
were introduced, including a 3/8—inch drill, a grinder,
and a screwdriver.

Black & Decker used aggressive salesmanship
and product services to build its client base. The
company’s first service centers were opened in Boston
and New York in 1918. Black & Decker also organized
clinics to teach distributors how to use and sell the
tools. The firm began its first mass media campaign in
the Saturday Evening Post in 1921.

Despite significant layoffs, Black & Decker near-
ly went bankrupt during the Great Depression. Only
loyal employees, some of whom worked without pay,
and a large influx of capital from outside investors kept
the company afloat. During World War II (1939-1945)
Black & Decker switched to the production of fuses,
shells, and other products that contributed to the
war effort.

After World War II Black & Decker became very
successful. The company founders, who led Black &
Decker into the 1950s, anticipated the postwar eco-
nomic boom and targeted the consumer market, then a
largely unexplored niche. In 1946 Black & Decker
introduced the world’s first power tools for the con-
sumer market: the inexpensive Home Ultility line of 1/
4—inch and 1/2—inch drills and accessories. In the first
five years one million 1/4—inch drills were produced.
This success led to the addition of other products to the
Home Utility line. A set of circular saws was intro-
duced in 1949, and a finishing sander and jigsaw in
1953. It was through these and other new products that
Black & Decker established itself as the firm most
responsible for the creation of the post-World War 11
consumer market for power tools.

During the 1960s and 1970s Black & Decker
diversified its product line. Through the 1960 acquisi-
tion of DeWalt, the company added radial arm saws
and other woodworking equipment. Black & Decker
entered the lawn and garden care field in the late 1950s,
with the debut of electric lawn edgers and hedge
trimmers in 1957. The first electric lawn mowers were
unveiled in 1966, while a cordless model went into
production three years later. In 1973 the Workmate
portable worktable and accessories were first marketed

Black & Decker Corporation

in England, and they soon proved very successful
around the world.

By the early 1980s the firm’s future looked dim in
the face of growing competition from Japanese and
German toolmakers offering lower-priced, high quali-
ty tools. Black & Decker responded in part by diversi-
fying still further into the area of small household
appliances. The company had already achieved an
immediate success in this area through the 1978 intro-
duction of the Dustbuster cordless vacuum cleaner. It
was the 1984 acquisition of the small appliance opera-
tions of General Electric, however, that placed Black &
Decker squarely in this new market niche. Through this
purchase Black & Decker gained the largest U.S.
producer of irons, toaster ovens, portable mixers,
coffeemakers, and hairdryers. This line of small appli-
ances was subsequently expanded to include the
Spacemaker series of under-the-cabinet kitchen appli-
ances and additional cordless appliances, including a
mixer and an electric knife. To help emphasize its
transformation, the company in 1985 revamped its
hexagonal trademark and changed its name to the
Black & Decker Corporation. The change was meant to
help the marketing and sales side of the company.

In 1989 Black & Decker expanded still further
through the $2.7 billion acquisition of Emhart Corpo-
ration, a conglomerate that included True Temper lawn
and garden tools, Kwikset locks, GardenAmerica sprin-
kler systems, Price Pfister faucets, and various fasten-
ing systems. In 1992 Black & Decker relaunched the
DeWalt brand as a line of professional power tools.
The company was now able to offer the low-end Black
& Decker line of power tools aimed at do-it-yourselfers
and the high-end DeWalt line aimed at professional
contractors. This strategy was immensely successful
and the company’s share of the domestic professional
power tool market increased from eight percent in 1991
to more than 40 percent in 1995.

With the DeWalt line proving so successful, Black
& Decker again decided to emphasize power tools, and
in 1998 it sold the bulk of its household appliance
operations. At the turn of the twenty-first century,
Black & Decker contimues to be one of the world’s
leading producers of power tools, electric lawn and
garden tools, and building products.
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BLACK CODES

Black codes were state laws passed in the South
during Reconstruction (1865—-1877), the period of re-
building that followed the American Civil War (1861—
1865). The laws were intended to restrict the civil
rights of African Americans. Though they varied by
state the codes were usually written to prevent land
ownership by African Americans and limit their free-
dom of movement. Some prevented them from owning
weapons. The enactment of the codes prompted the
U.S. Congress to pass the Civil Rights Acts of 1866
and 1875 to protect African American citizens in the
South. President Andrew Johnson (1865-1869) op-
posed the 1866 measure enacted during his administra-
tion. However, the radical Republican-led Congress
was able to overturn presidential vetoes to determine
Reconstruction policy. Under the watchful eye of Con-
gress and federal military administrators who were
sent to the South to reorganize the states for readmission
to the Union, two African American men, Hiram
Rhoades Revels (1822-1901) and Blanche Kelso Bruce
(1841-1898), became U.S. senators. Fifteen other Af-
rican Americans were elected to the U.S. House of
Representatives.

But after the withdrawal of federal troops from the
South (1877) racial discrimination intensified despite
ratification of the Fourteenth Amendment (1868). The
amendment protected the rights of all citizens regard-
less of race. Black codes were strengthened by Su-
preme Court decisions in the 1880s and 1890s. One of
these was Plessy vs. Ferguson (1896), which upheld
the constitutionality of a Louisiana law requiring sepa-
rate-but-equal facilities for whites and blacks in rail-
road cars. Such policies of strict segregation were
called ‘‘Jim Crow laws’’: Jim Crow was the stereotype
of a black man described in a nineteenth century song-
and-dance act. As the social, political, and economic
climate in the South worsened for African Americans

many of them migrated north to urban centers. Some of
them went west to settle towns and establish farms on
the open plains. African American farmers joined the
Populist (People’s party) movement during the late
1800s, which worked to improve conditions for grow-
ers and laborers. The system of segregation born out of
the Black Codes prevailed until the mid-1900s. Most
segregation laws were overturned by decisions of the
Supreme Court during the Civil Rights Movement of
the 1950s and 1960s.

See also: Civil Rights Acts of 1866 and

1875, Jim Crow Laws, Nineteenth Amendment,
Plessy v. Ferguson, Reconstruction, Thirteenth
Amendment

BLACK GOLD

Black gold is an informal term for oil or petrole-
um—black because of its appearance when it comes
out of the ground, and gold because it made everyone
involved in the oil industry rich. The oil industry in the
United States began in 1859 when retired railroad
conductor Edwin L. Drake (1819-1880) drilled a well
near Titusville, Pennsylvania. His drill was powered
by an old steam engine. Oil from animal tallow and
whales were used as lubricants since colonial times. A
process for deriving kerosene from coal oil was not
patented until 1854. (Kerosene is a clean-burning and
easy-lighting fuel.)

After Drake’s Titusville well produced shale oil
the substance was analyzed for its properties and it was
determined to be an excellent source of kerosene. Soon
others began prospecting for ‘‘rock oil’’ and western
Pennsylvania became an important oil-producing re-
gion. Wagons and river barges transported barrels to
market, though later the railroad reached into the
region and, by 1875, a pipeline was built to carry the oil
directly to Pittsburgh. Petroleum soon replaced whale
oil as a fluid for illumination. During the 1880s the
states of Ohio, Kentucky, Illinois, and Indiana also
produced oil. In 1901 the famous Spindletop field in
eastern Texas provided the nation’s first ‘‘gusher’’ (a
site where oil literally shoots out of the earth.) During
the next decade California and Oklahoma joined Texas
as leaders of the nation’s oil industry. U.S. oil produc-
tion boomed: while only 2000 barrels of oil were
produced in 1859, more than 64 million barrels were
produced annually by the turn of the century.

The second half of the 1800s saw an increase in the
use of oil. The fuel was being used for lighting, heating,
and lubrication (principally of machinery and tools).
The advent of the automobile with its central role in the
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life of the twentieth-century United States made the oil
industry even richer. Demand soon exceeded the na-
tion’s supply of petroleum, prompting the United States
to increasingly rely on imported oil for fuel.

See also: Andrew Mellon, Kerosene, Petroleum
Industry

BLACK HAWK WAR (1832)

The Black Hawk War—named after the Indian
leader Black Hawk (1767—-1838)—was the last of the
Indian wars that took place in the Old Northwest
Territory, north of the Ohio and east of the Mississippi
rivers. The conflict completed the grab for Indian
territory that started before the American Revolution
(1775-1783), continued through the Indian wars of the
1790s, and reached a peak just after the War of 1812
(1812—14). Black Hawk’s struggle to keep the last
traces of Sac and Fox lands in what is now western
Ilinois led directly to the forced expulsion of his group
of Native Americans from their traditional territory.

Black Hawk had a history of grievances with
white Americans dating back over a quarter of a
century. In 1804 he had signed a treaty that—he
thought—conveyed only some hunting rights in Sac
and Fox lands to white Americans. When he found that
he had in fact ceded some 50 million acres to the U.S.
government, Black Hawk joined the Shawnee leader
Tecumseh and the British in opposing American ex-
pansion during the War of 1812.

After the war Black Hawk returned to his home-
land, but he was confronted with increasing numbers of
white settlers. In 1829 one family entered his home
when he was away on a hunting trip and dispossessed
him. Protests to U.S. Indian agents only resulted in
suggestions that he and his supporters (known as the
“‘British Band’’ of Sac and Fox) find new lands west of
the Mississippi River. He was also informed by the
General Land Office that his homelands were to be
opened to white settlement. Black Hawk responded by
dividing his time between summer camps in his home-
land and winter camps, in what is now Iowa, west of
the Mississippi.

The outbreak of the Black Hawk War had less to
do with direct disagreements between the Native Ameri-
can leader and white Americans than it did with
internal politics among the Sac and Fox themselves.
Black Hawk’s opposition to the U.S. government was
countered by another Sac and Fox chief called Keokuk.
Keokuk favored negotiations with the government.
During 1831-32 he ceded the Rock River country in

Black Hawk War (1832)

what is now northwestern Illinois—the heart of Sac
and Fox territory—to the Americans in exchange for
an annuity and promises of lands west of the Mississip-
pi. When Black Hawk and the British Band of Sac and
Fox rejected the agreement and crossed the Mississippi
in April of 1832—accompanied by a scattering of
Winnebagos and Potawatomis. It was Keokuk who
warned the whites of Blackhawk’s approach.

General Henry Atkinson appealed to Illinois gov-
ernor John Reynolds to raise 3,000 militiamen to
augment his small force of 220 regular soldiers. Rey-
nolds, however, was only able to pull together about
1,700 raw, untrained troops, including a young Abra-
ham Lincoln. On April 28, 1832, Atkinson and his men
set off in pursuit of Black Hawk and the British Band.
Major Isaac Stillman’s militia unit caught up with them
on May 14 at the mouth of the Kyte River. Black Hawk
had discovered that neither the Potawatomis nor the
Winnebagos were willing to support him against the
soldiers and had decided to surrender. The militia,
which had been drinking heavily, panicked at the sight
of Black Hawk’s emissaries and fired on them, killing
two. With only 40 warriors to call upon, Black Hawk
set up an ambush and, in a battle known as Stillman’s
Run, routed Major Stillman’s force of 275 men.

The comparatively easy defeat of the militia em-
boldened Blackhawk and his followers. On May 20 a
group made up mostly of Black Hawk’s Potawatomi
supporters attacked a farmstead at Indian Creek, killed
15 men, women, and children, and kidnapped two girls
(who were later ransomed). The Indian Creek Massa-
cre roused the frontier. By mid-June Atkinson had the
3,000 militia he had originally wanted, plus 400 regular
soldiers. President Andrew Jackson (1828-36) ordered
Major General Winfield Scott to gather 800 soldiers at
Chicago and move west in support of Atkinson. Lieu-
tenant James W. Kingsbury, commanding the steam-
boat Warrior, was also ordered to proceed up the
Mississippi to cut off Black Hawk from possible es-
cape to the West.

1 TOUCHED THE GOOSE QUILL TO THE
TREATY ... NOT KNOWING, HOWEVER,
THAT BY THAT ACT I CONSENTED TO GIVE
AWAY MY VILLAGE.

Black Hawk, Sac Indian leader, 1831

By August 1, 1832, Black Hawk had abandoned
any hope of regaining his homelands. His followers
were trying to cross the Mississippi River in handmade
canoes or rafts when the Warrior found them and, after
negotiations failed, fired on them. Two days later the
militia units under Colonel Henry Dodge and Atkinson
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arrived and captured or killed many of the remaining
Sacs and Foxes. Those who escaped across the Missis-
sippi—about 200—were captured by Sioux who were
allied with the U.S. government. Black Hawk himself
was turned over to the Americans by the Winnebagos,
among whom he had sought refuge.

On September 19, 1832, General Scott brought the
Black Hawk War to an end by concluding a treaty with
the remaining Sacs and Foxes. The treaty ceded to the
U.S. government a strip of Sac and Fox land running
along the western bank of the Mississippi River—
almost the entire length of Iowa’s Mississippi river-
bank—and reaching 50 miles inland. The territory,
comprising a total of about six million acres, was to be
vacated entirely by the Sacs and Foxes by June 1, 1833.
The U.S. government paid $660,000 for this concession.

See also: Andrew Jackson, Tecumseh,
War of 1812
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BLACK MARKET

The ‘‘black market’’ refers to the persistence of
economic activity outside the bounds of the legitimate
economy. Since colonial days there has always been a
stratum of society that resisted being drawn into the
formal market economy. The earliest black market
involved virtually the entire existence of runaways—
the enslaved American Indians, abused indentured
servants, and newly arrived African slaves—who some-
times escaped into the backwoods and reverted to a life
of hunting and gathering or subsistence farming. Dur-
ing the ‘‘market revolution’’ of the early 1800s when
ordinary settlers began using currency within the broad

social division of labor, there were whole families that
picked up and moved with the frontier—they trapped,
shot, fished or otherwise raised their own food and
made their own clothes.

The reasons that they avoided being drawn into
mainstream American economy were various. Some
faded into the woods to avoid serving out the terms of
their indenture or to escape enslavement; some feared
being conscripted into the army; others objected to
paying taxes or having anything at all to do with the
economic elite of the country or its institutions. Some,
no doubt, just reveled in the bounty of the land and in
the life of independence.

But remaining outside the market was sometimes
ruled illegal. One example was the ‘‘Proclamation of
1763,”” in which the British government ruled that
colonial whites could not move west of the Appalachi-
an watershed. The motive for this was to prevent
hostile encounters with the Native Americans and to
integrate the European population into a colonial
workforce. But the proclamation was a futile gesture:
with no one to stop them the settlers kept coming over
the mountains at the Cumberland Gap or at other
crossings and they spread out into the Ohio basin.

Even after the War of Independence, the govern-
ment of the United States tried to corral this population.
In 1794 the ‘“Whiskey Rebellion’’ in western Pennsyl-
vania broke out over the government’s attempt to tax
corn whiskey. For a few months the rebels terrorized
the ‘‘revenuers,’’ or tax collectors. The rebellion was
put down in the summer of 1794 with an extraordinary
display of force, when President Washington and Al-
exander Hamilton (who, as secretary of the treasury,
had recommended the tax in 1791) raised an army of
12,900 militia men, marched across Pennsylvania and
dispersed the rebels.

This episode illustrates the relationship between
the black market and the mainstream American econo-
my. By refusing to pay the tax on liquor, the farmers
were defending the black market, or the ‘‘informal
economy,’’ of barter and pseudo currency. The black
market services social needs that the legal market
cannot meet. Every time that the government passes
laws making ordinary activity illegal, the boundaries of
the ‘‘black market’” expand to include this illegal
activity. This happened in the 1920s when the 18th
amendment to the Constitution ruled alcohol illegal. In
more recent decades the same story has been repeated
in the case of marijuana cultivation or the smuggling of
cigarettes.

See also: 1llegal Drugs, Prohibition, Whiskey
Rebellion
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BLACKWELL, HENRY BROWN

Henry Brown Blackwell (1825-1909) was an Eng-
lish immigrant who became an activist for many re-
form issues in the United States including the anti-
slavery movement. He is best known as an advocate for
women’s suffrage and was married to feminist Lucy
Stone (1818-1893). Together the couple founded a
women’s suffrage organization and a women’s journal.

Henry Brown Blackwell was born May 4, 1825 in
Bristol, England. He was the second of five children
born to Samuel and Hannah Blackwell. His father was
a successful businessman in the sugar refinery industry
and a community activist. Samuel Blackwell taught his
children to treat people equally, regardless of race, sex,
or social class. Through his examples he also taught his
children to act on their beliefs.

The Blackwells emigrated to the United States in
1832 after an accidental fire destroyed the family
business in England. Henry Blackwell was seven years
old when the family moved to the United States, and he
spent his childhood years in New York. The family
became actively involved in the anti-slavery move-
ment, and their Long Island home often served as a
refuge for persecuted abolitionists. Financially the
Blackwells were not as successful in the United States
as they had been in England. Their sugar business
struggled until the financial panic of 1837 destroyed it
completely. In the same year the family moved to
Cincinnati, Ohio for a fresh start. Soon after the move
Samuel Blackwell died, plunging the family into a
financial crisis.

In response to the poor financial situation, the
Blackwell women opened a day school for girls, and
Henry Blackwell and his brother found office jobs. A
few years later, the boys opened their own hardware
business. During this time Henry Blackwell continued

Blackwell, Henry Brown

to be involved in the anti-slavery movement in Ohio
and became interested in other humanitarian move-
ments. While watching his older sister Elizabeth strug-
gle to become the first female doctor in the United
States, Blackwell took an interest in the women’s
suffrage movement. In 1853 he made his first public
speech in support of women’s suffrage at a convention
in Cleveland, Ohio. Later that same year he attended a
legislative meeting in Massachusetts, where Lucy Stone,
an ardent feminist, spoke in support of a women’s
suffrage petition.

After that first meeting, Blackwell began to court
Stone. He promised her he would devote himself to the
suffrage movement and after a two-year courtship, the
two activists married. On their wedding day the couple
signed a pact of equality, agreeing, among other things,
that Stone would keep her maiden name. The couple
also made a public statement against the inequalities of
marriage law at that time, especially with respect to
property rights for married women.

Soon after their marriage Blackwell and Stone
moved to New Jersey, where Blackwell started a book-
selling business. He also had some business interests in
real estate and sugar refinery and was able to make
money with each venture. The couple then moved to
Boston, Massachuetts, where they helped organize the
American Women’s Suffrage Association in 1869. The
organization was devoted to promoting women’s rights
at the state, rather than the federal, level. Because of his
earlier business successes, Blackwell was financially
secure and able to devote much of his time to this
cause. In 1896 he spoke before the United States House
of Representatives on behalf of the American Wom-
en’s Suffrage Association stating that: *‘It is as much
for the interest of men as women, as much the duty of
men as women to advocate [the women’s suffrage]
cause.”’

A year later Blackwell and Stone started their next
venture together. In 1870 the couple founded the
Woman’s Journal in Boston, a magazine devoted pri-
marily to professional women. Blackwell financed
most of the project and jointly edited the weekly
magazine with his wife. When Stone died in 1893
Blackwell continued to edit the journal with their
daughter, Alice Stone Blackwell.

While the women’s movement occupied much of
Blackwell’s life, he was actively involved in other
causes as well. For example Blackwell publicly op-
posed the deportation of political refugees, the Arme-
nian massacres of 1895, and the Russian pogroms.
Blackwell died in Boston on September 7, 1909, eleven
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years before women were granted suffrage in the
United States.

See also: Women’s Movement
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BLAND-ALLISON ACT

The Bland-Allison Act was a piece of legislation
passed by the U.S. Congress in 1878, which required
the U.S. Treasury to buy silver bullion and to mint $2 to
$4 million worth of silver coin per month. The bill was
introduced by Representative Richard Bland (1835-
1899) of Missouri and was amended by Representative
William Allison (1829-1908) of Iowa. Their constitu-
ents included many farmers who preferred the govern-
ment to mint the coins. The U.S. economy went through a
depression during the 1870s. While some clamored for
the government to alleviate the situation by printing
more greenbacks (paper currency issued to finance the
Civil War), others advocated the coinage of silver.
President Rutherford B. Hayes (1877-1881) vetoed the
Bland-Allison Act. He feared that the re-monetarization
of silver would cause inflation because U.S. currency
had been based on the gold standard since 1874. But
Congress was able to muster enough votes to overturn
the veto and pass the bill into law. Under the act silver
coins were minted on a standard of 16 ounces of silver
per one ounce of gold.

In January 1879 the U.S. Treasury began paying
gold for greenbacks; as a result the coinage of silver
(which never exceeded $2 million per month) only had

a mild inflationary effect. The Free Silver forces in the
West advocated an unlimited coinage of silver versus
the $2 to $4 million provided for in the legislation. On
the other hand the gold standard forces called for an
abandonment of silver coinage altogether. Both of
them tried to replace the Bland-Allison Act. The Free
Silver alliance won the day: In 1890 Congress repealed
the Bland-Allison Act. It passed the Sherman Silver
Purchase Act, doubling government purchase of silver
to increase the money in circulation. The resumption of
silver as a monetary standard had increased the activi-
ties of silver prospectors in the West. Mines began
overproducing silver, causing prices to collapse. Peo-
ple in the United States responded by trading their
silver dollars for gold dollars, draining federal re-
serves. In 1893 the Sherman Silver Purchase Act was
repealed and the United States returned to the gold
standard, which it retained until April 1933.

See also: Cross of Gold Speech, Free Silver, Gold
Standard, Sherman Silver Purchase Act

BLEEDING KANSAS

‘‘Bleeding Kansas’’ describes a conflict over slav-
ery in the state of Kansas during the 1850s, immediate-
ly preceding the American Civil War (1861-65). The
Kansas-Nebraska Act of 1854 created two new territo-
ries (Kansas and Nebraska). The U.S. Congress ruled
that the question of slavery in each should be decided
by popular sovereignty. Nebraska’s population prima-
rily consisted of people opposed to slavery, but settlers
from both the North and the South settled Kansas. The
territory became the scene of a showdown between the
Free State advocates (who formed the Free State party
to oppose slavery) and the pro-slavery contingent.

In 1855 territorial elections were held, and the
vote was swung to the pro-slavery side. This was partly
due to Missourians who crossed the border and cast
votes in the neighboring territory. Slavery supporters
soon dominated the Kansas legislature and passed laws
favorable to their own interests. Tensions were height-
ened and violence broke out between the two sides.
Most of the conflicts clustered around the border with
Missouri, a state where slavery was legal. In one
incident on May 24, 1856 ardent abolitionist John
Brown (1800-1859) led an attack in which five pro-
slavery men were brutally murdered in their sleep. The
act was carried out in retribution for earlier killings of
freemen at Lawrence, Kansas. Brown claimed his was
a mission from God. Newspapers dubbed the series of
violent conflicts ‘‘Bleeding Kansas,’’ after they claimed
more than 50 lives. The situation proved that the
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doctrine of popular sovereignty would not solve the
nation’s deep ideological differences.

In Kansas the Free State party eventually regained
control of the territorial government and wrote a con-
stitution abolishing slavery. Kansas was admitted to
the Union as a free state on January 29, 1861. By that
time the states of South Carolina, Mississippi, Florida,
Alabama, Georgia, and Louisiana had already seceded
from the Union.

See also: Kansas, Slavery

BLOCKADE

Blockades were a specific kind of warfare in
which one country attempted to reduce its opponent’s
economic ability to wage war by cutting its ports off
from seagoing trade with other nations. Historically,
nations at war have used either close blockades or
long-range blockades to stifle their enemy’s trade. In
close blockades, ships were stationed within miles of
the enemy’s port, forming an impregnable ring through
which no trading ship could pass unseen. If that kind of
blockade was impractical, however, the blockading
ships could be positioned far off of the coast, or along
the entire coastline—safe from enemy interference but
still close enough to stop blockade-running vessels.

Over time international laws and treaties were
developed to govern the use of blockades. For example
under the Declaration of London of 1909, any neutral
country that traded with the enemy of a blockading
country had to be officially notified in advance that its
ships would be stopped if they tried to run the block-
ade. Similarly, blockades had to be applied equally to
the vessels of all countries, and blockades could only
be established at ports occupied by the blockading
country’s enemy—a neutral country’s port could not
be blockaded.

Because seagoing trade with other countries had
always played a major role in the U.S. economy,
blockades had been a common feature of its history.
During the War of 1812 (1812-1814) the United States
was the victim of a very effective British blockade that
almost totally stifled U.S. trade with neutral countries.
During the American Civil War (1861-1865), the
North implemented an effective if costly blockade of
3,500 miles along the Confederate coast. By the war’s
end the blockade had closed off every Southern port
except for the one at Galveston, Texas.

The invention of submarines, airplanes, and mis-
siles made it virtually impossible for any nation to
maintain a traditional close blockade of an enemy’s
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port. In the twentieth century, blockades took a more
informal form, such as Germany’s loose submarine
blockade of Great Britain in World War I (1914-1918).
The blockade became particularly important to the
United States when a German submarine sank the
passenger ship Lusitania in 1915. One hundred and
twenty-eight U.S. citizens were killed, and the United
States moved a significant step closer to entering the
war against Germany. Later on, President John Kenne-
dy (1961-63) initiated a successful blockade of Cuba.
During the height of the Cold War in 1962, he ordered
the U.S. Navy to prevent Soviet ships from delivering
to Cuba nuclear missiles that were to be pointed at
U.S. cities.

BOEING COMPANY

The Boeing Company is a manufacturer of com-
mercial jetliners and military aircraft, and one of the
largest aerospace companies in the world. Its primary
competitors are: Airbus; Bombardier; Daimler-Benz;
Lockheed Martin; Raytheon; Rockwell International,
and Thiokol.

Boeing has been the leading aircraft manufacturer
in the world for 30 consecutive years. The company’s
primary businesses are commercial aircraft construc-
tion, defense and space, and computer services. The
company successfully juggled the continuing need for
commercial passenger airliners with its defense con-
tracts, which account for an estimated 30 percent of its
business as a result of the company’s merger with
McDonnell Douglas in 1997. Boeing works with com-
panies such as Lockheed Martin, Sikorsky, and Bell
Helicopter Textron, and is the leading contractor
for NASA.

The idea for The Boeing Company was born on a
lake in Seattle on July 4, 1914, when William E.
Boeing, a lumber company executive from Michigan,
took a ride on a Curtiss seaplane with a barnstormer
named Terah Maroney. His friend, Navy Commander
Conrad Westervelt, also came along. Neither man
knew anything about aircraft design, but both were
fascinated with airplanes. Boeing asked Westervelt to
design a plane, which Boeing would build. The result
was Model 1, the B&W, a utility airplane, which they
named after themselves. It was 27 feet 6 inches long.
The fuselage was built in a hanger on Seattle’s Lake
Union. The wings and floats were produced at the
Heath Shipyard on Puget Sound’s Elliot Bay, which
was owned by Boeing to service his yacht. Finally, on
July 15,1916, Boeing tested his aircraft and incorporat-
ed his company as the Pacific Aero Products Company.
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The popular commercial airliner, the Boeing 747 jumbo jet.

The New Zealand government, the company’s first
customer, bought the plane for mail delivery and pilot
training.

Renamed The Boeing Airplane Company in April,
1917, it built Curtiss HS-2L flying boats for the Navy in
World War I (1914-1918). After the war ended, the
Navy canceled half of its order and Boeing returned to
making furniture and cabinets to keep the company
afloat. Contracts with the Navy to rebuild the De
Havilland DH-4 aircraft and with the army to build a
new army designed plane kept the company in busi-
ness. By 1922 Boeing had successfully negotiated a
number of contracts with the military, and the company
was financially solvent.

Between world wars, the company embarked on
air mail service. When Congress forced the Post Office
to pay private companies to fly mail between distant
cities, commercial aviation was born. Boeing with his
new partner, Edward Hubbard, created Boeing Air
Transport Company and got the contract to carry mail
between Chicago and San Francisco. Boeing Air Trans-
port Company also established the first international
airmail route between Seattle and neighboring British
Columbia. Boeing developed a new plane, Model 40,
specifically for this market. It could carry four passen-
gers and 1000 pounds of mail. The Kelly Airmail Act
of 1925 resulted in the formation of a number of
companies, which developed airmail routes. Boeing
soon bought up a number of these small companies

.(\- ‘w‘m&

which together formed the basis of the original United
Airlines. Bill Boeing and Frederick Rentschler com-
bined their businesses in 1929 into a firm called United
Aircraft and Transport. The advent of regulations for
airmail services led to the formation of United Air-
lines, and Boeing Airplane continued as an aircraft
manufacturer.

Boeing and Rentschler formed a holding company
called the Boeing Aircraft and Transportation Compa-
ny and Bill Boeing engaged in some serious capital
manipulation which made him at least $12 million
through stock flotation. Though this was legal, Boeing
was incensed at being investigated by the U.S. govern-
ment and sold all of his aviation stocks. In 1934 the
Boeing Aircraft and Transportation Company was
forced to break up by government regulation. Every-
thing east of the Mississippi became United Aircraft
and was run by Fred Rentschler. The Boeing Airplane
Company remained in Seattle run by Phil Johnson and
exclusively manufactured airplanes. United Airlines
was based in Chicago at Old Orchard Airport (later
O’Hare) and was run by Pat Patterson. Bill Boeing was
never active in the aviation business again.

In the 1930’s, Boeing developed single-wing air-
planes constructed completely of metal, which made
them stronger and faster. They also created more
efficient aerodynamic designs as well as retractable
landing gears and better wings, multiple power plant
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technology, and directional radios, which allowed for
better navigation and night flying.

Boeing was well situated to become a major player
in airplane production during World War II (1939—
1945). Some of the most famous planes used during the
war came from Boeing, including the B-17 *‘Flying
Fortress.”” Sixteen B-17’s were turned out every 24
hours by June, 1944. The B-29 *‘Super Fortress’” was
also on line by 1944 and one nicknamed the Enola Gay
dropped the atomic bombs on Hiroshima and Nagasaki
in August, 1944. After the war Boeing produced a
number of bombers, including the B-47, B-50, and the
famous B-52.

Boeing, which changed its name to the Boeing
Company in 1961, has also seen American consumers
through the birth and adolescence of commercial pas-
senger airline travel. The company built many of the
most popular commercial airliners between 1935 and
1965 including the PanAm 314 Clipper, the 707, 727,
737, and the 747 Jumbo Jet. The 747 was so expensive
to develop that it almost drove the company into
bankruptcy. Boeing also brought the first pressurized
cabin to market, the Model 307 Stratoliner. The jumbo
jets reduced the cost of air travel and made it affordable
for everyone. Jeans and sneakers replaced suits and
furs and a new era had arrived.

Every American president from Franklin Delano
Roosevelt (1933-1945) to Bill Clinton (1993—) flew
in Boeing or Douglas airplanes. Roosevelt was the first
when the Navy purchased a Douglas Dolphin flying
yacht. A DC-54 Skymaster, a military version of the
DC-4, replaced the Dolphin with the advent of World
War II. Roosevelt, however, preferred to fly a Boeing
314 Clipper to Africa for a 1943 meeting with Allied
leaders. Boeing 707’s, also known as Air Force One
when the President was on board, carried presidents
from Dwight D. Eisenhower (1953-1961) to George
Bush (1989-1993), until two Boeing 747-200’s re-
placed them.

The downsizing and consolidation within the mod-
ern aircraft industry affected Boeing, which integrated
competitor companies into its operations. Boeing and
Rockwell completed a merger of their defense and
aerospace units in 1996, and Boeing completed its
merger with McDonnell Douglas Corporation on Au-
gust 1, 1997.

Boeing experienced some difficulties getting ap-
proval from Europe on its merger with McDonnell
Douglas. The European Union was concerned about
Airbus Industrie, a French consortium and Boeing’s
only major competitor, and its continued viability if the
merger went through. Boeing did finally get approval
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from the European Union Commission. However, the
company had to sign nonexclusive contracts with any
airlines for the next decade in order to do so.

The aircraft industry has been cyclical in nature
from the beginning when Boeing had to return to the
furniture business after World War 1 to keep afloat. In
1969, Boeing reduced its workforce from 105,000 to
38,000. Labor problems led to a strike that lasted 69
days in 1995, resulting in $2 billion in financial losses
to the company as well as substantial trickle-down
losses to the numerous subcontractors and communi-
ties in which Boeing operates. By the middle of 1999,
however, Boeing was back on track and earnings were
high again.

Boeing operated through four divisions in the
1990’s. Boeing Commercial Airplane Company manu-
factured and sold civilian aircraft. Boeing Vertol Com-
pany produced helicopters for the military, including
CH-46 and CH-47 (Chinook) helicopters. Boeing Aero-
space developed space products as well as strategic and
tactical missiles, including cruise missiles. Boeing
Military Airplane Company manufactured bombers,
tankers, and high-technology surveillance aircraft, in-
cluding the 3-E Airborne Warning and Control System
aircraft (AWACsS).

From almost the very beginnings of the American
space program, Boeing was there. Boeing’s involve-
ment began in earnest in 1960 when its Delta II rocket
was launched, carrying the Echo 1A satellite into orbit.
Then in 1966 and 1967, the Boeing-built Lunar Orbiters
circled the moon, photographing the surface in order to
help NASA choose a safe landing site for the Apollo 11
astronauts. The astronauts reached the moon with the
help of the 363-foot-tall Saturn V rocket. Its develop-
ment was integrated by Boeing, which also made the
first stage booster. It was 138 feet high and had 7.5
million pounds of thrust; the equivalent of 130 of
today’s most powerful jet engines. The Saturn V was
used 13 times and did not fail once.

Boeing not only helped the astronauts get to the
moon, it also helped them get around once they got
there. The Lunar Roving Vehicles, built by Boeing in
only 17 months, were used on the last three Apollo
missions. The rovers looked like modified dune bug-
gies and enabled the astronauts to travel more than 20
miles from the landing site. The vehicles operated
without a problem in temperatures that ranged from
minus 200 to plus 200 Fahrenheit degrees. To this day
the rovers are still parked on the lunar surface.

Boeing’s involvement in the lunar missions might
have been its most spectacular moment, yet it remains
heavily involved in the space program to this day. It
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continues to launch Delta rockets, and it has a large role
to play in the Space Shuttle operations. Boeing proc-
esses all space suits and equipment, and McDonnell
Douglas, with which it merged in 1997, developed the
aft propulsion pods and structural parts of the boosters
used to get the shuttles into orbit In the late 1990’s,
Boeing began working in cooperation with sixteen
countries as the main contractor on the International
Space Station which is expected to be complet-
ed by 2004.

See also: Airline Industry
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BOLL WEEVIL INFESTATION

Boll weevils, small grey-brown beetles (about
one-quarter inch, or six millimeters, long) feed off of
the fibers in cotton seed pods (bolls). Female boll
weevils lay their eggs inside cotton plant buds; once
their larvae hatch, worm-like grubs are produced. The
offspring consume the boll fibers, causing the bolls to
fall off of the plants.

The beetles spread from Central America and
Mexico to Texas in the 1890s, first arriving there in
1894. During the following decade they moved east-
ward into other cotton-growing areas of the United
States, reaching the Atlantic coast by 1916. The infes-
tation devastated cotton crops throughout the South.

By 1904, the boll weevil was costing Texas cotton
farmers $50 million a year; after 1908, cotton farmers
in Mississippi lost 75 percent of their crops. The
destruction prompted some farmers to again diversify
their crops, and encouraged the ‘‘Great Migration”’
(1915-29) of African Americans out of the South to the
more industrialized cities of the North.

After the American Civil War (1861-65), cotton
was the easiest crop to convert to cash; demand was so
great that growers could readily sell their harvest at a
fair to good price. With Southern farmers hungry for
cash, too many growers began to rely solely on the
cotton crop. Supply soon exceeded demand, prices
dropped, and farmers lost money.

Responses to boll weevil infestation were varied.
Some farmers began cultivating different plants, while
others simply planted less cotton. Farmers spaced rows
farther apart so that each plant got more direct sunlight;
the additional heat killed developing weevils. Various
forms of insecticides (including arsenic) were found to
be effective in managing boll weevil infestation. Dur-
ing the 1920s, the cotton industry recovered but the
recovery did not last long, as all farmers were severely
affected by the Great Depression, the worldwide eco-
nomic crisis of the 1930s.

See also: Great Depression, Great Migration
(1910-1920), King Cotton, Sharecropping

BONANZA FARMS

Bonanza farms were large, extremely successful
farms, principally on the Great Plains and in the West,
that emerged during the second half of the 1800s. The
term ‘‘bonanza,”’” which is derived from Spanish and
literally means ‘‘good weather,”” was coined in the
mid-1800s; thus, ‘‘bonanza’’ came to mean a source of
great and sudden wealth.

Large-scale bonanza farming was aided by the
development of machinery that greatly increased pro-
duction, especially of wheat and other grains. The
innovations included reapers, invented by Cyrus Hall
McCormick (1809—84) and Obed Hussey (1792—-1860),
and steel plows developed by John Deere (1804-86).

In particular, promotion of westward settlement in
the nineteenth century furthered farming interests west
of the Mississippi River. Congress passed the Home-
stead Act (1862), which allowed for ready and cheap
acquisition of vast tracts of land. Settlers could buy
land for as little as $1.25 per acre or they could live on a
tract and farm it for a period of five years, at the end of
which they were granted 160 acres (65 hectares). In
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1872 the Northern Pacific Railroad was extended to
Fargo, North Dakota, allowing farmers to ship their
products greater distances. Another important agricul-
tural innovation also contributed to development of
large-scale farming. Dry farming techniques (in which
fields lie fallow every other year in order to support
future crops by regaining their nutrients and moisture)
proved a successful method for growing in the Great
Plains, which were previously thought to be too dry for
cultivating crops.

Deliberate government promotion of westward
expansion and advances in farming turned some west-
ern farms into ‘‘bonanzas‘‘—sources of great wealth
for their owners. Encouraged by stories of success,
settlers poured into the West. But not all farmers fared
well, and many were severely hit by the Panic of 1873.
In the 1880s a drought in the Plains states caused farm
prices to drop, further hurting western farmers.

See also: John Deere, Dry Farming, Homestead
Act, McCormick Reaper, Panics of the Late
Nineteenth Century

BONDS

When a business or the government needs to raise
a large amount of money for, say, corporate expansion
or to build a new sports facility, it sells bonds to the
public. A bond, then, is a financial instrument that
represents a binding promise to pay the buyer of the
bond the face or ‘‘par’’ value of the bond plus a definite
rate of interest (known as the ‘‘coupon’’ rate) within a
specific period of time (normally ten to thirty years).
When a business or government issues a bond it is
asking the public to lend it money, and in return for that
loan it promises to pay bond holders interest, usually
twice a year until the bond is paid back (known as
reaching ‘‘maturity’”). While a stock represents a piece
of actual ownership in the company that can grow or
shrink as much as the company underlying it does, a
bond is an obligation to pay back a finite loan that the
bondholder made to the company when he or she
bought the bond. Bonds are a cheaper way to raise
money because they are tax deductible.

Bonds have always played a critical role in the U.S
economy. Because it issued war bonds, for example,
the U.S. government was able to retire its debt estab-
lished during the American Revolution (1775-1783)
by 1835. Local governments began issuing municipal
bonds in the nineteenth century as U.S. communities
built canals and public highways. By the end of the
American Civil War (1861-1865), 75 percent of the
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U.S. government’s war debt was in the form of war
bonds and similar instruments. A bull market in bonds
lasted from the end of the Civil War until World War I
(1914-1918), during which the government sold more
than $21 billion in ‘‘Liberty loans’’ to U.S. citizens.
This was the first time many Americans had ever
owned paper securities (bonds or stocks), and it paved
the way for a new group of middle-class investors who
participated in the bull market of the 1920s. After the
Japanese attacked Pearl Harbor in 1941, the U.S.
Treasury quickly sold $2.5 billion in war bonds to U.S.
citizens, and by 1944 alone it was selling $53 billion
annually in war bonds. Both the government and
corporate bond markets continued to grow and diversi-
fy after World War II (1939-1945), and today invest-
ors can own dozens of different bonds through bond
mutual funds.

See also: Bear and Bull Markets, Interest,
Liberty Bonds, Stock

BOONE, DANIEL

Few people reach legendary status in a society in
their own lifetime. Daniel Boone (1734—1820) was one
of them. In fact the legend of Daniel Boone has
become difficult to separate from the real Daniel
Boone. Many unauthorized biographies and books
appeared trumpeting his accomplishments and pro-
moting various causes and points of view. However,
the truth about Boone is just as fascinating as the
stories.

Daniel Boone was born on November 2, 1734,
near what is known today as Reading, Pennsylvania.
Boone was the sixth of eleven children. From their log
cabin home his Quaker family ran a small farm, a
blacksmith shop, and a weaving establishment. Daniel
tended cows as a child and began hunting at the age of
twelve. He had little formal schooling, but he did learn
to read and write.

Boone excelled at skills required to survive in the
woods. He developed a keen eye and an accurate shot
with his long rifle, and with those skills he kept the
family in meat. He traded animal skins for lead, gun-
powder, salt, and other needed items. In 1750 the
Boone family moved to North Carolina along the
Yadkin River. In 1755 Boone volunteered to drive a
supply wagon in a British military expedition to seize
Fort Duquesne from the French. Another driver in the
expedition was trader John Findley, who thrilled Boone
with tales of a rich hunter’s paradise beyond the
Appalachian Mountains.
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Daniel Boone.

The military expedition was cut short by a surprise
attack of French and Indians and the British troops fled.
Boone returned home to marry neighbor Rebecca
Bryan. Rebecca had ten children with Daniel and
followed him through all his moves and exploring, a
true pioneer woman.

BOONE LIVED THE LIFE OF EXPLORER AND
HUNTER-A LIFE EXTOLLED IN PRINT MANY
TIMES WHILE BOONE WAS STILL ALIVE.
OVER 175 YEARS AFTER HIS DEATH THE
LEGEND HAS CONTINUED TO GROW.

Findley told Boone of the Cumberland Gap, a pass
through the mountains, and of the Warriors’ Path, a
trail that led to Kentucky. Boone took his first trip
through the Cumberland Gap in 1767 with his brother
Squire and his friend William Hill. They reached what
is now Floyd County in Kentucky before winter weath-
er discouraged them. In the spring they returned home.
A year later John Findley came to Boone and described
a route to Kentucky along the Ohio River and the two
made the journey in 1769. Boone’s party was attacked
by Indians and he was briefly captured. He spent two

years exploring Kentucky and hunting. Years later he
was to say of Kentucky, ‘I have never found but one
Kentucky—a spot of earth where nature seems to have
concentrated all her bounties.””

After his return to his family in North Carolina,
Boone led a group of friends and family to Kentucky in
1773 with the intention of staying. Indians attacked
settler groups. Boone’s oldest son, James, was cap-
tured, tortured, and killed. Against Boone’s desires, the
entire party returned to North Carolina. In 1775 Boone
helped Judge Richard Henderson buy a huge tract of
land from the Cherokee Indians. Boone led a group of
thirty woodsmen into the heart of Kentucky to connect
Indian trails and buffalo paths and prepare the re-
gion for settlement. The paths were to be known as
the Wilderness Road. Boone built a fort, called
Boonesborough, at a site by the Kentucky River, just
south of present-day Lexington. Boone’s wife and
daughter, whom Boone brought when the building was
finished, were the first white women to see the heart of
Kentucky.

Life in the wilderness was hard. Boone’s daughter
and two female friends were captured by Indians in
1776 and held for several days until Boone rescued
them. In 1778 Boone himself was captured by the
Shawnee and held captive. Chief Blackfish adopted
Boone and made him a Shawnee brave. When he
learned of a planned attack on Boonesborough, Boone
escaped and led the successful defense of his fort.
Troubles with the Indians continued and Boone lost
another son, Israel, to Indian attacks in 1782.

Boone became one of the wealthiest men in Ken-
tucky in terms of land, but he was naive in the ways of
business and never held clear title to the land. Eventu-
ally, he lost all his claims of land ownership in Ken-
tucky. In 1789 Boone moved to Point Pleasant on the
Ohio River, where he supplied meat and grain to the
U.S. military. In 1799 Boone led a group of settlers into
Missouri at the invitation of the Spanish governor, who
granted Boone 850 acres of land near St. Louis. Boone
lost this land when the Louisiana Purchase in 1803
brought the area under U.S. control. However, the U.S.
Congress restored his 850 acres in 1814 as a reward for
his services in opening the West.

Boone served as a lieutenant colonel in the Virgin-
ia militia during the American Revolution (1775-
1783). He was elected to the state legislature in 1781,
1787, and 1791. He ran several businesses, but he was
always most at home hunting and exploring in the deep
woods. Boone’s business ventures usually failed and
he was often in debt. His land ownership was normally
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based on unfiled claims. At one point in his late 1760s,
Boone was even arrested for bad debts.

Boone died at his son Nathan’s home on Septem-
ber 26, 1820, at the age of 85. The remains of Daniel
and Rebecca Boone were moved to Frankfort, Ken-
tucky, in 1845. Boone lived the life of explorer and
hunter—a life extolled in print many times while
Boone was still alive. Over 175 years after his death the
legend has continued to grow.

See also: Camberland Gap, Louisiana Purchase,
Wilderness Road
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BORDEN, INC.

The company was founded by Gail Borden Jr., an
amateur inventor, who was born in 1801 in Norwich,
New York. On a trip back from London in 1851 he saw
several children on board ship die after drinking con-
taminated milk. Because no one yet knew how to keep
milk fresh, spoiled and even poisonous milk was not
uncommon. Borden knew that the Shakers (members
of a religious sect) used vacuum pans to preserve fruit,
and he began experimenting with a similar apparatus in
search of a way to preserve milk.

After much tinkering, he discovered he could
prevent milk from souring by evaporating it over a
slow heat in a vacuum. Believing that it resisted
spoilage because its water content had been removed,
he called his revolutionary product ‘‘condensed milk.”’
As French chemist and microbiologist Louis Pasteur

Borden, Inc.

(1822-1895) later demonstrated, however, it was the
heat Borden used in his evaporation process that kept
the milk from spoiling because it killed the bacteria in
fresh milk.

After receiving a patent from the U.S. Patent
Office on August 19, 1856, Borden started a small
processing operation near a dairy farm in Wolcottville,
Connecticut, and opened a sales office in New York
City. Consumers, however, took little notice of canned
milk. Undaunted by sluggish sales, he resumed pro-
duction in 1857 in Burrville, Connecticut, under the
name Gail Borden, Jr., and Company.

The second enterprise also struggled financially
until Borden met Jeremiah Milbank, a wholesale gro-
cer, banker, and railroad financier. With Milbank’s
funding they formed a partnership in 1858 known as
the New York Condensed Milk Company. Another
stroke of fortune came when Borden decided to adver-
tise in an issue of Leslie’s Illustrated Weekly, which
coincidentally contained an article condemning the
unsanitary conditions at city dairies and the practice by
many unscrupulous dairymen of adding chalk and eggs
to enhance their ‘‘swill milk,”’ as it was called. Soon
after the magazine appeared, the New York Condensed
Milk Company was delivering condensed milk through-
out lower Manhattan and in Jersey City, New Jersey.

In 1861 the U.S. government ordered 500 pounds
of condensed milk for troops fighting in the American
Civil War (1861-1865). As the conflict grew, govern-
ment orders increased, until Borden had to license
other manufacturers to keep up with demand. After the
war, the New York Condensed Milk Company had a
ready-made customer base among both Union and
Confederate veterans. To distinguish this product from
its new competitors, Borden adopted the American
bald eagle as his trademark.

Gail Borden Jr. died in 1874, leaving the manage-
ment of the thriving company to his sons, John Gail and
Henry Lee, who presided from 1874 to 1884 and 1884
to 1902, respectively. In 1875 the company diversified
by offering delivery of fluid milk in New York and
New Jersey. Ten years later, it pioneered the use of
easily decontaminated glass bottles for milk distribu-
tion. In 1892 Borden’s fluid-milk business was ex-
panded to Chicago and the Chicago branch also manu-
factured evaporated milk.

Seven years later, Henry Lee Borden opened the
first foreign branch, in Ontario, Canada, bringing to 18
the number of branch facilities. In 1899, as fresh and
condensed milk sales generated profits of $2 million,
the company was incorporated as the Borden Con-
densed Milk Company.
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Management of the company passed outside the
Borden family for the first time in 1919 when the
company changed its name to the Borden Company.
During a late 1920s, Borden bought more than 200
companies around the country and became the nation’s
largest distributor of fluid milk. In the process, it also
entered five new fields: ice cream, cheese, powdered
milk, mincemeat, and adhesives.

The move into adhesives was particularly impor-
tant as it formed the basis for the Borden chemical
business which developed rapidly from the 1930s
through the 1950s. The company expanded into for-
maldehyde, printing inks, fertilizers, and polyvinyl
chloride. By the 1960s a key Borden product was the
brand name adhesive, Elmer’s Glue-All. Meantime,
Borden expanded through the acquisition of several
brand-name food manufacturers in the late 1950s and
1960s, including Wyler’s bouillon and Wise pota-
to chips.

After a period of slow growth in the 1970s and a
major restructuring in the early 1980s, Borden once
again stepped up its acquisitions activities in the later
1980s. From 1986 through 1991 the company spent
$1.9 billion to purchase 91 companies, with an empha-
sis on pasta and snack foods. The 1987 purchase of the
Prince Company made Borden the undisputed leader in
U.S. pasta sales. Its nine pasta companies accounted
for nearly one-third of the U.S. pasta market.

But Borden was a troubled company by the early
1990s, and huge losses posted in 1992 and 1993 led to a
takeover by Kohlberg Kravis Roberts & Co. (KKR) in
1995. Under KKR, Borden was dramatically restruc-
tured, with the most notable development being the
1997 divestment of the Borden dairy business, sever-
ing the link to the company’s condensed milk roots.
Borden, Inc. of the late 1990s was a diversified produc-
er of pasta, pasta sauces, snacks, bouillon and dry soup,
consumer adhesives (including the Elmer’s and Krazy
Glue brands), and industrial resins, coatings, and
adhesives.

See also: Civil War
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BOSTON MASSACRE

On the snowy evening of Monday, March 5, 1770,
a mob of more than one hundred Bostonians confront-
ed a band of nine British soldiers near a sentry box
outside the Boston Custom House. Despite the best
efforts of Captain Thomas Preston, commander of the
squad, tensions between the civilians and the soldiers
quickly escalated. Within the space of a few minutes
the soldiers began firing, killing or fatally wounding
five civilians. Among those who died in the Massacre
are Crispus Attucks, a former slave turned sailor;
James Caldwell, another sailor; Patrick Carr, an immi-
grant Irishman who made leather trousers; Samuel
Gray, a rope maker; and Samuel Maverick, the broth-
er—in—law of mob leader Ebenezer Mackintosh. Six
other colonists were wounded, some of them innocent
bystanders who had not been part of the mob.

Lieutenant Governor Thomas Hutchinson and his
supporters worked through the night to avoid further
bloodshed. Tensions were partially relieved by the
arrest of Preston and his eight men early the following
morning. The event, which became known as the
Boston Massacre, helped convince both radical patri-
ots and conservative loyalists that Parliament’s efforts
to tax the colonists against their will could only end in
violence.

The roots of the Boston Massacre lay in the
resistance to the Townshend Acts, passed by Parlia-
ment in 1767. Parliament’s Secretary for American
Affairs, Wills Hill, Lord Hillsborough, ordered four
British regiments be stationed in Boston after a crowd
mobbed customs officers who, on suspicion of smug-
gling, had seized a merchant ship owned by (radical
patriot) John Hancock. On August 1, 1768, the Massa-
chusetts General Court responded. Led by representa-
tive Samuel Adams it adopted a Nonimportation Agree-
ment that placed a boycott on imported British goods.
The radical patriots hoped that this measure would
put economic pressure on Parliament to repeal the
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Townshend Acts. Although the boycott, later adopted
by several other colonies, eventually persuaded Parlia-
ment to repeal the acts, it also prolonged the hard times
many of Boston’s poorest citizens were experiencing.
The aftermath of the French and Indian War (1754-63)
brought a prolonged economic depression to the colo-
nies. Jobs were especially scarce for unskilled laborers.
Many of the colonists who formed part of the Boston
mob competed directly with the soldiers for these jobs.
Others, such as the sailors Crispus Attucks and James
Caldwell, held jobs that were affected by the boycott.
They may have been prepared to take their frustra-
tions out on the soldiers who represented the British
government.

From the time the soliders arrived in Boston, there
were bad feelings between the military and the town’s
citizens. Soldiers broke into private shops and stole
goods. Citizens took soldiers’ equipment. Others en-
couraged soldiers to desert their units and seek refuge
from their officers in the surrounding countryside.
Sometimes the differences between the groups came
out in violent confrontations that were made worse by
the colonial courts’ bias in favor of the citizenry. On
July 13, 1769, for instance, a private soldier named
John Riley exchanged blows with a grocer named
Jonathan Winship. Winship complained to Justice of
the Peace Edmund Quincy, obtained a warrant for
Riley’s arrest, and had the soldier arrested and fined.
When Riley did not pay the fine Quincy ordered him to
jail. Riley was rescued from the courthouse by several
members of his regiment, who fought off the court’s
constable. In another incident, on October 24, British
Ensign John Ness was charged with assaulting a colo-
nial official named Robert Pierpoint and stealing his
cargo of wood. On his way to answer the charges
before a Justice of the Peace, Ness and his men were
mobbed, and several of the soldiers were injured. On
February 22, 1770, loyalist sympathizer Ebenezer Rich-
ardson was attacked in his home by a mob of stone—
throwing radical patriots. One of the stones hit Rich-
ardson’s wife and, in a rage, he seized a gun and fired
into the crowd, killing an eleven-year-old boy named
Christopher Seider. All these events increased tensions
between the radical patriots and the supporters of
the Crown.

Events that led directly to the March 5 confronta-
tion began on Friday, March 2, 1770. Around noon that
day, hoping to find work during his off-duty hours,
Private Patrick Walker approached rope maker John
Gray’s ropeworks around noon on that day. He was
insulted by worker William Green, who invited Walker
to ‘‘clean out my shithouse.”” More citizens and sol-
diers joined the exchange, and it broke out into a fight.

Boston Massacre

The fighting spread on Saturday, resulting in a frac-
tured skull and arm for one of the soliders. Rumors of
armed and angry townspeople looking for an excuse to
fight spread throughout the town on Sunday and Mon-
day. On the evening of March 5, Private Hugh White
was threatened by a crowd made up largely of the
working poor of Boston—day laborers, apprentices,
and merchant seamen. White called for assistance and
was supported by a squad of eight soldiers, including
Captain Preston and two soldiers who had been in-
volved in the fight at the ropeworks the previous day.
The mob began pelting the soldiers with mud, ice, and
snow. Although Preston tried to maintain order, his
soldiers panicked and began firing into the crowd.

AFTER ALL THE FIRING CAPTAIN PRESTON
PUT UP THE GUN OF A SOLDIER WHO WAS

GOING TO FIRE AND SAID, ‘“FIRE NO MORE,
YOU HAVE DONE MISCHIEF ENOUGH.”

Edward Hill, Witness for the defense of Captain Thomas
Preston, 1770

Preston and his soldiers were arrested and tak-
en into custody. They had to wait until the follow-
ing October, however, before Lieutenant Governor
Hutchinson concluded that they could receive a fair
trial. His decision was based in part on a popular (and
inaccurate) print of the massacre by silversmith Paul
Revere. Most Bostonians believed Preston and his
soldiers deliberately fired into the crowd. The nine
were threatened with lynching while they awaited their
trials. After a three-day trial, defense lawyer John
Adams won Preston’s acquittal. Of the eight other
soldiers, six were found not guilty. Two, however,
were convicted of manslaughter and were branded on
their thumbs before being returned to their regiments.

Captain Preston’s acquittal and the relatively light
sentences given to the two soldiers were due in part to
the desire of the radical patriot faction to make martyrs
out of the victims of the Boston Massacre. However,
there was also an economic motive to these events. By
the autumn of 1770, the Townshend Acts had large-
ly been repealed and merchants in New York, Bos-
ton, and elsewhere were no longer observing the
Nonimportation Agreement. As a result, jobs were
more plentiful, work for unskilled laborers was easier
to find, and the crowds of unemployed urban poor that
made up the mobs of citizens melted away. Nonethe-
less, these very same working poor would return at the
outbreak of the American Revolution (1775-83).

See also: American Revolution, French and
Indian War, Paul Revere
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BOSTON TEA PARTY (1773)

At nine o’clock on the night of December 16,
1773, aband of Bostonians disguised as Native Ameri-
cans boarded the British merchant ship Dartmouth and
two companion vessels anchored at Griffin’s Wharf in
Boston harbor. The Americans, who numbered around
70, shared a common aim: to destroy the ships’ cargo
of British East India Company tea. Many years later
George Hewes, a 31-year—old shoemaker and partici-
pant, recalled ‘“We then were ordered by our com-
mander to open the hatches and take out all the chests
of tea and throw them overboard. And we immediately
proceeded to execute his orders, first cutting and split-
ting the chests with our tomahawks, so as thoroughly to
expose them to the effects of the water.”” Urged on by a
crowd of cheering townspeople, the disguised Bostoni-
ans destroyed 342 chests of tea estimated to be worth
between £10,000 and £18,000. Their actions, which
became known as the Boston Tea Party, set in motion
events that led directly to the American Revolution
(1775-83).

The Boston Tea Party was one of a long series of
conflicts between the American colonies and the Eng-
lish government after the British victory in the French
and Indian War (1754-63). The French and Indian War
was the last and most expensive of almost a century of
colonial wars between France and England. Since a lot
of this money was spent to protect the American
colonists from French Canadians and their Native
American allies, the British government felt the Ameri-
cans should help pay for the war. They also wanted the
colonists to pay some of the future costs of stationing

soldiers at forts scattered over the new Western fron-
tier. The Americans, for their part, saw little sense in
sending money to England to pay for troops that were
needed much closer to home.

During the 1760s Parliament passed a series of
acts designed to reduce the British national debt and to
finance the costs of keeping regular soldiers on the
American frontier. The most notorious of these was the
Stamp Act (1765), which placed a tax on almost every
public piece of paper in the colonies, including news-
papers, pamphlets, diplomas, licenses, packs of cards,
almanacs, and dice. The colonists fiercely resisted
these taxes, organizing public protests and intimidating
tax collectors. The Stamp Act resistance was the most
widespread and best organized inter—colonial protest
before the tea crisis of the 1770s. In the face of such
widespread opposition the British Parliament backed
down. It repealed the Stamp Act and its companion
taxes in 1766.

The following year Parliament tried another means
of raising money, through the Townshend Duties or
Revenue Acts (1767), so named after Chancellor of the
Exchequer Charles ‘‘Champagne Charlie’” Townshend.
Instead of placing a direct tax on materials that colo-
nists bought and sold, these acts made certain impor-
tant items such as lead, glass, paint, paper, and tea more
expensive. The colonists responded by refusing to buy
those products. Nonimportation agreements were signed
throughout the American colonies. Citizens at all lev-
els of society either refused to drink tea or bought
black-market varieties that came from Dutch colonies.
Faced with widespread American opposition, the Brit-
ish government backed down. The Townshend Duties
were repealed on March 5, 1770, with the exception of
a three penny duty on tea, kept to prove that Parliament
had the right to tax the colonies. However, although
this piece of legislation is credited with causing the
Boston Tea Party, it had nothing to do with the Ameri-
can colonies.

The duty on tea mandated by the Townshend
Duties act was meant to save the old British East India
Company from bankruptcy. Until the Townshend Du-
ties were first passed the Company had made much of
its money transporting tea from India to England,
where it was sold first to English wholesalers and then
to American wholesalers before being sold to the
colonial public. The American boycott of British tea,
combined with intensive smuggling of Dutch tea, cut
into Company profits. In an attempt to revive the
East India Company, Prime Minister Lord Charles
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-

The colonists protested Great Britain’s tax on tea by throwing 15,000 pounds of it into the Boston Harbor, on December 16,1773.

North(1770-1782) persuaded Parliament to pass the
Tea Act (1773). This legislation effectively cut the
wholesalers out and allowed the East India Company to
sell tea directly to agents in America. It gave the
Company a monopoly on the sale of tea in the colonies.

The monopoly hurt colonists at all levels of socie-
ty. Because the Tea Act allowed the East India Compa-
ny to name its own sales agents to distribute the tea in
American ports, business for local merchants and mid-
dlemen decreased. The Act offended politicians and
patriots, who saw it as an attempt by Parliament to tax
them without their consent. Even smugglers—who
included wealthy merchants such as John Hancock
(1737-1793)—were hurt because it made East India
tea competitive with or cheaper than Dutch tea. Other
Americans sought to profit from the Act. Governor
Thomas Hutchinson of Massachusetts (1771-74), for
example, used his influence to get his sons Thomas and
Elisha named East India Company sales agents.

In September of 1773 the East India Company
readied 600,000 pounds of tea in 2,000 chests for
shipment to the colonies. The cargoes arrived at major
colonial ports a month and a half later and met with
hostile receptions. In New York and Philadelphia an-
gry crowds forced local officials to send the tea ships

IN ABOUT THREE HOURS FROM THE TIME WE
WENT ON BOARD, WE HAD ... BROKEN AND
THROWN OVERBOARD EVERY TEA CHEST TO
BE FOUND IN THE SHIP, WHILE THOSE IN

THE OTHER SHIPS WERE DISPOSING OF THE
TEA IN THE SAME WAY, AT THE SAME TIME.

George Hewes, Shoemaker and Participant

back to England without unloading their cargoes. In
Annapolis, Maryland, demonstrators burned a tea ship,
and in New Jersey arsonists set fire to a warehouse
where unloaded tea was stored. In Massachusetts,
however, Governor Hutchinson decided to face down
the demonstrators. When Boston citizens, led by patri-
ot Samuel Adams (1722-1803), refused to allow the
tea ships to unload, Hutchinson called on the Royal
Navy to blockade Boston harbor so that the ships could
not leave port. He knew that British law required a ship
to unload its cargo after 20 days in port and he planned
to use this law to sidestep Adams and his patriot
followers.

The 20 day waiting period ended for the Dart-
mouth on December 16. On that day Sam Adams and
his party tried to contact Governor Hutchinson to
convince him to let the ships leave harbor. Hutchinson
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refused and, at five o’clock in the afternoon, the
meeting of Boston citizens broke up. Some of them
followed George Hewes’ example, by dressing up as
Native Americans. Carrying tomahawks and clubs,
they marched to Griffin’s Wharf. Hewes and his com-
panions took great pains that nothing but the tea was
destroyed and that no one profited from the destruc-
tion. “‘One Captain O’Connor, whom I well knew,
came on board [to steal some tea], and when he
supposed he was not noticed, filled his pockets, and
also the lining of his coat,”” Hewes recalled. ‘‘But I had
detected him and gave information to the captain of
what he was doing. We were ordered to take him into
custody, and just as he was stepping from the vessel, 1
seized him by the skirt of his coat, and in attempting to
pull him back, I tore it off; but, springing forward by a
rapid effort he made his escape.”

The Boston Tea Party led almost directly to the
American Revolution. To punish the city of Boston for
its role in the destruction of so much East India
Company property, the British Parliament passed a
series of laws known collectively as the Coercive Acts
(1774). These laws closed the port of Boston until the
citizens paid for the destroyed tea, dismantled Massa-
chusetts’s colonial charter, expanded the powers of the
king’s governor, and made it harder to convict royal
officials of crimes. In the Quebec Act (1774), Parlia-
ment also took away lands that had been claimed by the
American colonies since their founding. In reply the
Americans formed the First Continental Congress to
organize and coordinate their response. Sixteen months
after the tea finally sank in Boston harbor, the first
shots of the American Revolution were fired.

See also: American Revolution, French and
Indian War, John Hancock, Stamp Act,
Townshend Act

FURTHER READING

Labaree, Benjamin Woods. The Boston Tea Party.
New York: Oxford University Press, 1968.

McCusker, John J., and Menard, Russell R. The Econo-
my of British North America, 1607-1789. Chapel
Hill: University of North Carolina Press,1985.

’

““Recollections of George Hewes,”” in A Retrospec-
tive of the Boston Tea Party, 1843. Reprinted in
Commager, Henry Steele, and Morris, Richard B.,
editors. The Spirit of 'Seventy-Six: The Story of the
American Revolution as Told by Participants. Vol-
ume I. Indianapolis: Bobbs-Merrill Co., Inc., 1958.

BOYCOTT

A boycott is an organized, deliberate effort by
consumers, workers, or businesses to avoid trade that
benefits another group, business, or an entire country
whose policies they disagree with. For example, in the
1950s and 1960s civil rights groups boycotted busi-
nesses in the American South that discriminated against
African Americans. The goal of such boycotts was not
only to protest nonviolently but also to coerce the
targeted businesses to change their policies by directly
affecting their revenues. The term boycott is derived
from a nineteenth century British estate manager named
Charles Boycott (1832—-1897). During the potato fam-
ine of 1880, Irish tenant farmers on Boycott’s land told
Boycott he had to reduce their rents so they could
survive the famine. Boycott refused, and the farmers
joined together to refrain from any interaction that
might benefit Boycott and his sympathizers. Boycott
never backed down, but he eventually moved out of
Ireland.

A strike by workers against a business for higher
wages or an embargo of one country by another are
both boycotts intended to force change. Consumers
who band together to avoid a store known for its high
prices are practicing a boycott, as are companies that
begin doing business with a new vendor to get their
former partner to lower its prices. So-called primary
boycotts are direct boycotts against the targeted busi-
ness or group. For example, the civil-rights protestors
of the 1950s and 1960s directly boycotted the very
storeowners who refused to serve them. Secondary
boycotts are directed against a third party who does
business with the targeted business or group. For
example, citizens protesting South Africa’s formerly
racist social policies boycotted U.S. companies that did
business in South Africa. In the nineteenth century
United States it was quite common for farmers to
boycott railroads to get them to lower their freight
haulage rates. U.S. labor unions also frequently told
their members to avoid purchasing products from non-
unionized businesses, and non-unionized businesses
used the reverse tactic on unionized firms. During the
Great Depression (1929-1939), for example, the Na-
tional Metal Trades Association encouraged its mem-
ber firms to boycott metal firms whose workforce had
unionized or was considering doing so. In a landmark
1921 ruling, Duplex Printing Press v. Deering, the
Supreme Court decided that unions could be sued for
the damages caused by their secondary boycotts. In
1947 the Taft-Hartley Act outlawed secondary boy-
cotts and strikes completely.

See also: Taft-Hartley Act
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BRAND NAMES

Many grocery stores today carry common prod-
ucts like pizza, toothpaste, or cola that are easily
spotted on the shelves because of their unflashy pack-
aging and very low prices compared to the more
recognizable products displayed next to them. These
lower-priced products are called ‘‘generics’” for a
reason. Even though they may be made with exactly
the same ingredients and in exactly the same way (and
sometimes even in the same factory) as their more
expensive cousins they lack one important quality:
brand name. Brand name is more than the memorable,
sometimes very famous name given to a product, more
than the color and design of its label, and more than the
tune or slogan that pops into your mind when you think
of its latest commercial. Brand name is what makes
consumers spend a little more to know they are getting
a certain product that is like no other, that will taste or
perform exactly the same every time they use it, and
that they associate with positive qualities like good
taste, excitement, reliability, or high quality. Corpora-
tions spend many millions of dollars to build and
preserve their products’ brand names, and they use
complicated financial formulas and highly trained ex-
perts to tell them exactly how much a brand name they
own or want to own is really worth. Companies register
their brand names with government agencies as trade-
marks, which give the name a legally protected status.
The cost and time required to build a genuinely interna-
tional brand is so great that many companies are
willing to pay several times the value of a target
company’s physical assets just to acquire an already
established brand name.

The word brand comes from a root word meaning
“‘burn’’ and is directly related to the hot branding irons
ranchers use to mark their ranch’s symbol on cattle.
Although manufacturers have used identifying marks
on everything from pottery, metal ware, and guns for
centuries, it wasn’t until the growth of the railroad and
development of mass production in the nineteenth
century that brand names became as powerful as they
are today. When products could be identically pro-
duced and transported rapidly all over the world, brand
names became more than just identifying marks. They
became the foundation on which corporations pre-
sented themselves to the consuming public. Many of
the world’s first major brand names were American,
and several of those, including Campbell’s, Heinz,
Wrigley’s, and Goodyear, are still dominant today. In
the early 1990s it was estimated that of the world’s ten
strongest brand names, the top seven (Coca-Cola,

Brandeis, Louis Dembitz

Kellogg’s, McDonald’s, Kodak, Marlboro, IBM, and
American Express) were U.S. firms. In the last half of
the twentieth century the development of sophisticated
advertising and promotional techniques, led by televi-
sion ads, has created truly international brands that are
recognized in every corner of the world. Although
brand names were first associated with physical prod-
ucts, since the early 1960s powerful brand names have
also been developed in service industries (such as
Allstate, United Parcel Service, and Sprint).

See also: Trademark

BRANDEIS, LOUIS DEMBITZ

The appointment of Louis Brandeis (1856-1941)
to the U.S. Supreme Court made him the first Jewish
Supreme Court Associate Justice in the nation’s histo-
ry. Before his appointment, Brandeis led a varied and
successful professional life as a public advocate, a
progressive lawyer, and a Zionist. Brandeis served the
nation’s highest court from 1916 until his retire-
ment in 1939.

Louis Dembitz Brandeis was born November 13,
1856, in Louisville, Kentucky. His parents, Adolph
and Frederika Dembitz Brandeis, were Czechoslovaki-
an refugees who fled the failed liberal Revolution of
1848. Brandeis was raised in a family atmosphere that
was intellectual, open-minded, progressive, and dedi-
cated to freedom. This had positive impact on his
character throughout his life.

Adolph Brandeis was a prosperous grain mer-
chant. Although Louis attended public schools in Lou-
isville, his father’s wealth enabled him to spend three
years in Germany where he studied at the Annen
Realschule in Dresden. At the age of 18, Brandeis
entered Harvard Law School, where he completed a
three-year program in two years. He graduated with the
highest grades received to that date in the law school’s
history.

After a brief period in St. Louis, Missouri, Brandeis
returned to Boston in 1879 and soon established a
profitable law practice. He argued and won his first
U.S. Supreme Court case in 1889 on behalf of the
Wisconsin Central Railroad. He also became known as
“‘the people’s lawyer’’ because of his pro bono (with-
out pay) advocacy in cases involving the public interest.

In 1890 Brandeis and his former partner Samuel
Warren jointly published a path-breaking article in the
Harvard Law Review, ‘‘The Right to Privacy.”” From

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY

115



Brandeis, Louis Dembitz

Louis Dembitz Brandeis.

IT IS ONE OF THE HAPPY INCIDENTS OF
THE FEDERAL SYSTEM THAT A SINGLE
COURAGEOUS STATE MAY, IF ITS CITIZENS
CHOOSE, SERVE AS A LABORATORY; AND
TRY NOVEL SOCIAL AND ECONOMIC
EXPERIMENTS WITHOUT RISK TO THE REST
OF THE COUNTRY.

Louis Brandeis, New State Ice Company of Oklahoma City
vs. Liebman, 1932

the bench, Brandeis would later support this new legal
concept which his article helped promote.

By the mid-1890s Brandeis’s law practice was
earning more than $70,000 a year, an enormous amount
by the standards of the day. In 1891 Brandeis married
his second cousin, Alice Goldmark, and the two dedi-
cated themselves to public service. Through their fru-
gal living and careful investments, they became mil-
lionaires before 1900. As their wealth grew, so did
their generosity. Between 1905 and 1939, they gave
away approximately $1.5 million.

In 1908, arguing before the Supreme Court in
Muller vs. Oregon, Brandeis defended the constitu-
tionality of an Oregon statute limiting the labor of
women in factories to ten hours a day. In a precedent-
setting brief, he included a mass of legislative and

statistical data relating to the condition of women in
industry along with his legal arguments. As aresult, the
court was forced to consider its decision in light of both
the law and contemporary economic reality. Brandeis’s
brief became a legal model for those lawyers, judges,
and social welfare proponents who were determined to
humanize industrial working conditions. Associate Su-
preme Court Justice Felix Frankfurter wrote several
years later, ‘“The Muller case is epoch-making, not
because of its decision [the Court upheld the Oregon
statute], but because of the authoritative recognition by
the Supreme Court that the way in which Mr. Brandeis
presented the case . . . laid down a new technique for
counsel charged with the responsibility of arguing such
constitutional questions, and an obligation upon courts
to insist upon such method of argument before decid-
ing the issue.”’

Before Muller, Brandeis had tried for years to
minimize what writer and sociologist Thorstein Veblen
called ‘‘the discrepancy between law and fact.”” The
law, Brandeis argued, often did not correspond to the
economic and social circumstances in America. The
danger, he said, was that ‘‘alawyer who has not studied
economics and sociology is very apt to become a
public enemy.”’

Brendeis spent ten years acting as counsel for
persons advocating and defending progressive laws
throughout the country. His work caught the attention
of the current presidential administration. On January
28, 1916, President Woodrow Wilson (1856-1924)
nominated Brandeis, then 59, to the U.S. Supreme
Court. His activism, however, made confirmation dif-
ficult. Two years before his nomination, Brandeis had
published two influential books: Other People’s Mon-
ey and How the Bankers Use It (1914) and Business, a
Profession (1914). Both books were critical of busi-
ness practices of the time, particularly those of invest-
ment bankers. For over four months the Senate Judici-
ary Committee heard heated testimony for and against
Brandeis’s nomination to the nation’s highest court for
more than four months. Some considered Brandeis’s
nomination to be a radical threat to the American legal
system, but his appointment was finally confirmed by a
47 to 22 vote. The appointment broke an unwritten ban
that had kept Jews from serving on the Supreme Court
or in high positions of government.

Brandeis served on the high court through the
Great Depression and post—-World War I period. In his
major judicial opinions Brandeis often concurred with
the dissenting opinions of the great jurist Oliver Wen-
dell Holmes. Many of their dissents were in defense of
the First Amendment guarantees relating to freedom of
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speech. Following World War 1 (1914-1918), in sever-
al decisions upholding the Espionage Act of 1918, the
Court, with only Justices Holmes and Brandeis dissent-
ing, denied the right of free speech based on the
argument that certain statements or opinions might
provoke violent acts. For example, in Abrams v. United
States, the Court upheld a 20-year jail sentence im-
posed on five Russian immigrants who had published
two booklets protesting U.S. actions in their native
land. The booklets contained a few quoted phrases
from the Communist Manifesto. The Court, again with
Brandeis in dissent, also held that pacifism on religious
grounds was a legitimate cause for barring U.S. citi-
zenship to an individual.

In a famous dissent from the New State Ice Com-
pany of Oklahoma City vs. Liebman, Brandeis summed
up his philosophy: ‘‘It is one of the happy incidents of
the federal system that a single courageous State may,
if its citizens choose, serve as a laboratory; and try
novel social and economic experiments without risk to
the rest of the country. This Court has the power to
prevent an experiment. We may strike down the state
law, which embodies it on the ground that, in our
opinion, the measure is arbitrary, capricious or unrea-
sonable. But in the exercise of this high power, we
must be ever on our guard, lest we erect our prejudices
into legal principles. If we would guide by the light of
reason, we must let our minds be bold.”’

Justice Brandeis resigned from the Supreme Court
in February 1939. He died in 1941.

See also: Liberalism
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Brewing Industry

BRETTON WOODS
AGREEMENT

In July of 1944, representatives from 44 nations
met at Bretton Woods, New Hampshire, for an interna-
tional monetary conference. There, they developed the
groundwork to establish of two international organiza-
tions, the International Money Fund (IMF), and the
International Bank for Reconstruction and Develop-
ment, in assist in the creation of a stable economic
foundation in the post-World War II (1939-1945)
world. The measures detailed at Bretton Woods were
adopted by the United States and other participating
nations in 1945, officially creating the IMF and the
International Bank.

The function of the IMF is to maintain orderly
currency practices in international trade. The function
of the International Bank is to facilitate the extension
of long-term investments for specified purposes, such
as development and structural improvements in a na-
tion. Amendments were made to the initial agreement
in 1969 and in 1978, enhancing the role of the IMF and
establishing ‘‘Special Drawing Rights’’ (SDRs) that
are used by the IMF as legal guidelines for all of its
currency transfers. The IMF monitors compliance and
assists nations in defending their officially established
exchange rates. If a country’s foreign exchange prob-
lems prove to be more than temporary, the IMF advises
the country to devalue its currency and to undertake
domestic actions designed to stem further declines in
the value of its currency.

BREWING INDUSTRY

Historians have traced the origin of the brewing of
beer to the early history of ancient Mesopotamia and
Egypt. Grain, most likely barley, was soaked in water
until fermentation occurred. Although this method was
quite crude, it remained the essential foundation for
brewing throughout history.

The pilgrims brought the art of brewing to Ameri-
ca in the early 1600s. Dutch settlers brewed ale in New
York (then known as New Amsterdam) soon after their
arrival in 1624. Early brewing was a small scale
subsistence enterprise—just enough beer was pro-
duced for the neighborhood barter market.

As the colonies expanded, and the number of
breweries increased. Partly because of the problem of
finding potable (pure) water, early American per capita
consumption of alcohol (including hard cider, which
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Brewing Industry

The art of brewing came to the U.S. with the pilgrims in 1620
and was a cottage industry in 1630, when the first American
commercial brewery opened in New Amsterdam. The brewing
of alcoholic beverages continued to rise as an American
industry, except for the years of prohibition (1920-1933).

actually surpassed beer in popularity in the eighteenth
century) was about double what it was in the late
twentieth century. As in Europe, differing flavors
developed in different regions—mostly because of
varied ingredients. Ales and stouts were (and still are)
made with a yeast that rises during the fermentation
process; this gives the brew a dark, cloudy look.
American brews were decidedly different in taste from
English ale because of their short fermentation time
and the need to import barley, which could not be
grown locally in the colonies. Large amounts of Eng-
lish ale were imported for most of the eighteenth
century. This practice, however, came to an end in
1770, when George Washington (1732-1799) pro-
claimed a boycott on imported English ale in order to
boost sales for ailing American breweries. The Ameri-
can Revolution (1775-1783) and the subsequent break
with Great Britain finalized what Washington had
begun five years earlier. In 1789 the U.S. House of
Representatives strengthened commercial brewing by
limiting the tax on beer. The success of this measure
led to the expansion of the industry; by 1810 there were

approximately 132 breweries operating in the Unit-
ed States.

Throughout the mid-1800s, a new type of beer
revolutionized the U.S. brewing industry. Brought to
the United States in 1840 by Bavarian brewer Johann
Wagner, lager utilized a different type of yeast during
fermentation that sank—Ieaving the beer clear and
light instead of cloudy. This process required a cool
environment. Recognizing the importance of this yeast,
brewer George Manger purchased a quantity and set
up America’s first commercial lager brewery in
Philadelphia.

In the mid-nineteenth century, an influx of Ger-
man immigrants introduced a new type of lager to the
United States: the pilsner. Some of these immigrants
set up breweries on the shore of Lake Michigan. Many
famous breweries arose from this period, including
Schlitz, Pabst, and Miller. By 1860 the number of
breweries in the United States had swollen to 1,269—
mostly lager brewers. As in the case of other commodi-
ties, the development of a national economy required
distribution in larger markets. Milwaukee breweries
attained good reputations in part because of Milwau-
kee’s large German population (in which beer had long
been part of the national culture) and in part through
the accident of the Great Chicago Fire (1871). Damage
to Chicago’s water supply and breweries gave Milwau-
kee brewers temporary access to a huge, new market.

By 1873 there were 4,131 breweries in the United
States; nine million barrels of beer were produced per
year. This year also saw the birth of what would
become two of the country’s most prominent brewer-
ies: Coors and Anheuser-Busch. To improve the taste
of his beer, Adolphus Busch (1839-1913) studied the
work of scientist Louis Pasteur (1822-1895). The
pasteurization of the brew to kill bacteria, coupled with
the invention of the crown bottle cap in 1892, extended
the shelf life of beer, which made shipping of beer to
remote areas possible. By using these new techniques
to make beer, Busch began to produce and market
Budweiser, creating the empire of Anheuser-Busch.
The ability to manufacture ice, the growth of the
railway lines, and European immigration gave birth to
the first nationally recognized brands of beer: Pabst,
Schlitz, and Anheuser-Busch. Facing competition on
this scale, smaller breweries began to consolidate or go
out of business.

By 1910 only 1,568 breweries remained in the
United States, and these were about to be dealt a
serious economic blow. Fueled by anti-German senti-
ment during World War I (1914-1918), Protestant
morality, and the agitation of the Anti-Saloon League,
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the production and consumption of alcoholic bever-
ages was outlawed by the Eighteenth Amendment to
the Constitution, which become law in 1920. Larger
breweries survived by making malt for the food indus-
try, ice cream, soft drinks, industrial alcohol, and non-
alcoholic beer. Organized crime produced the now-
illegal beer and hard liquor.

In 1933, Congress passed the Twenty-first Amend-
ment repealing Prohibition. In the grip of the Great
Depression (1929-1939), the sale of bottled beer helped
the brewing industry stay afloat. With the advent of
cans, dominated by the American Can Company in
1935, beer found a new container—one that would not
break and would protect the beverage from the damag-
ing effects of light. Take-home packaging was also
developed. Now beers could be purchased six to a pack.

During World War IT (1939-1945), fifteen percent
of brewery output went to the military. The anti-
German sentiment that had afflicted the German-domi-
nated brewing industry during the World War I did not
occur this time. In fact, there was a substantial increase
in brewing. Due to a shortage of malt during this
period, lighter styles of beer became popular. Lighter
beers would characterize the American brewing indus-
try until the late 1980s.

After the war the major brewers in Milwaukee and
St. Louis began to expand. Both Pabst and Schlitz
owned breweries in New York by 1949. In 1951,
Anheuser-Busch constructed a new brewery in New-
ark, New Jersey. Anheuser-Busch and Schlitz contin-
ued expansion, both building breweries in Los Ange-
les, California (1954), and Tampa, Florida (1959). By
1957 Anheuser-Busch had taken the lead in sales and
remained the number one selling brewery in the United
States through the 1990s. Though Anheuser-Busch’s
Tampa brewery would eventually be shut down, the
location became the site of the popular Busch Gardens
theme park.

During the 1970s a series of mergers occurred.
Philip Morris, known primarily for its tobacco prod-
ucts, purchased Miller Brewing Company. Philip Mor-
ris reasoned that beer was not unlike cigarettes in that it
was an agriculturally based item dependent on adver-
tising for consumer awareness. Mergers were happen-
ing on a smaller scale as well. Regional breweries
joined forces to form national concerns with bigger
markets.

Adpvertising had become as important as the beer
itself to the breweries’ success. Competition was fierce.

Brewing Industry

In 1975 America’s breweries produced 147 million
barrels of beer and spent $140 million dollars in
advertising. By 1994, total beer production had in-
creased by almost 37 percent while the amount spent
on advertising skyrocketed to $700 million, an increase
of five hundred percent.

Part of this growth was caused by expected com-
petition. The late 1980s brought the rebirth of the
regional brewery (now known as the micro-brewery)
and the homebrewer. A large number of beer drinkers
had grown weary of pilsner. Micro-breweries offered
American-made stouts, porters, ales, bocks, and other
brews, all with a taste specific to the region in which
they were brewed. Homebrew supply shops popped up
across the country and beer enthusiasts began making
beer with ingredients of their own choosing. In the late
1990s it was legal for individuals to brew up to one
hundred gallons of beer for personal consumption
per year.

Does this spell the end of the national brewery?
Hardly. Sensing the change in the market, Anheuser-
Busch began producing a wide variety of flavors,
including a honey-blond ale, a stout, and many others.
This gambit paid off. In 1998 Anheuser-Busch reaped
the profit from the sale of over ninety million barrels of
brew and their flagship product—Budweiser—was the
number one selling beer in the world.

See also: Adolphus Busch, Eighteenth Amend-
ment, Prohibition, Twenty-First Amendment
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Brook Farm

BROOK FARM

Brook Farm was an experimental commune and
agricultural cooperative in West Roxbury, Massachu-
setts (now part of Boston). It was established in 1841
by Unitarian minister and author George Ripley (1802—
80), a leader of the Transcendental movement.
Transcendentalists rejected the conventional doctrines
of the Calvinist Church and the rationalism of the
Unitarian Church. They were influenced by German
philosopher Immanuel Kant (1724-1804) as well as
English poets Samuel Taylor Coleridge (1772-1834)
and William Wordsworth (1770-1850). Transcenden-
talist philosophy held that an individual’s intuition, as
opposed to the five senses, is the highest source of
knowledge. The senses are therefore to be transcended.
They also emphasized self-reliance and intellectual
stimulation. These beliefs spawned an American liter-
ary movement, which flourished between 1836 and
1860, and was epitomized by the works of American
writer and former Unitarian minister Ralph Waldo
Emerson (1803-82) and his protegee author Henry
David Thoreau (1817-62). The movement’s philoso-
phy was also captured in the transcendentalist journal
The Dial.

At Brook Farm the transcendentalists strove to
establish social harmony. They followed French phi-
losopher Charles Fourier’s (1772-1837) ideas that
small communities (preferably of 1,620 people) should
form an economic unit, share a communal dwelling,
and divide work among themselves. Since labor was
shared each community member was theoretically
allowed ample time for artistic and literary pursuits.
But the utopian experiment was short-lived: Brook
Farm’s central building caught fire and was destroyed
in 1846; by the following year the commune had
disbanded.

Other notable figures who were associated with
Brook Farm included American writer Nathaniel Haw-
thorne (1804-64), whose novel Blithedale Romance
(1852) was inspired by his years at the commune; and
American feminist and writer Margaret Fuller (1810-
50), editor of The Dial. The utopian community was
also visited by American newspaper editor Horace
Greeley (1811-72), founder of the highly influential
New York Tribune.

See also: Utopia, Utopian Communties

BROOKLYN BRIDGE

The Brooklyn Bridge, which spans New York’s
East River to connect Manhattan and Brooklyn, was

completed in 1883. Extending 1595 feet (486 meters),
it was the longest suspension bridge in the world when
it was finished. The bridge hangs from steel cables that
are almost 16 inches (41 centimeters) thick. The cables
are suspended from stone and masonry towers that are
275 feet (84 meters) tall. Upon opening, the span was
celebrated as a feat of modern engineering and, with its
twin gothic towers, as an architectural landmark of
considerable grace and beauty.

The Brooklyn Bridge was conceived of and de-
signed by German American engineer John Augustus
Roebling (1806-1869) who first proposed the project
in 1857. Roebling’s earlier accomplishments included
a span over Pittsburgh, Pennsylvania’s Monongahela
River (1846) and one over the Niagara River at Niagara
Falls (1855), between New York and Ontario. The
engineer’s plans for the Brooklyn Bridge (officially
called the East River Bridge) were approved in 1869;
Roebling died one month later. He was succeeded by
his son, Washington Augustus Roebling (1837-1926),
who took on the role of chief engineer. Specially
designed watertight chambers allowed for the con-
struction of the two towers whose bases were built on
the floor of the East River. The project proved to be an
enormous and dangerous undertaking. Underwater work-
ers, including Roebling, suffered from the bends—a
serious and potentially fatal blood condition caused by
the decrease in pressure that results from rising from
the water’s depth too quickly. But man prevailed
against the elements, and after fourteen laborious years,
on May 24, 1883, the Brooklyn Bridge was inaugurat-
ed. Five years later Brooklyn became a borough of
New York City. In 1964 the bridge was designated a
national historic landmark.

See also: John Augustus Roebeling

BROTHERHOOD OF SLEEPING
CAR PORTERS

Founded in 1925, the Brotherhood of Sleeping Car
Porters (BSCP), now part of the Brotherhood of Rail-
way and Airline Clerks, was a critical institution link-
ing together the African American community in the
south and in the north. The union, composed entirely of
the African American porters and maids who worked
on the railway trains that traversed the nation, was a
strategic institution in the African American communi-
ty. It served as the ‘“‘eyes and ears’” of the black
community. During the period of migration of African
American people to the north following World War II,
the Brotherhood of Sleeping Car Porters carried news
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Passengers placed their shoes outside their train berths, to be
collected and shined by the attending car porter.

about the conditions in the north: the availability of
jobs and housing and generally what the migrants
could expect from the authorities in the north. It was
also a network of news about the civil rights movement
in the south.

The members of the union, such as Mr. E.D.
Nixon, a Pullman Porter who lived in Montgomery,
Alabama and served as the president of the Alabama
National Association for the Advancement of Colored
People (NAACP) in the 1950s, often became leaders of
the Civil Rights Movement. This had to do with the fact
that the Porters literally had ‘‘broader horizons’’ due to
the mobility associated with their jobs. E.D. Nixon
helped provide leadership in the Montgomery Bus
Boycott of 1955-1956.

The BSCP was organized in Harlem, New York
City, in 1925 by Asa Philip Randolph (1889-1979).
Randolph was the publisher of The Messenger, a New
York monthly devoted to black politics and culture. He
was a member of the Socialist Party and he believed
that unions provided the best opportunity for black
workers to secure a fair wage and to defend their rights.

Brunswick Corporation

Randolph led the union from 1925 until he retired
in 1968. His union was not large—at its height it
represented only about 12,000 workers, but it was
strategically placed. Randolph also served as vice
president of the American Federation of Labor and the
Congress of Industrial Organizations (AFL-CIO) in
1957.) As a labor leader, Randolph made many ad-
vances, both on the part of the union and on behalf of
black Americans.

Initially, the Brotherhood of Sleeping Car Porters
(BSCP) had to deal with the Pullman Company be-
cause the company not only built the railway coaches
(in its factory located in a suburb of Chicago), it also
furnished to the railroads the personnel who served as
porters and maids on the trains. As leader of the
Brotherhood of Sleeping Car Porters, Randolph organ-
ized these workers and bargained for union recognition
and the right to negotiate labor contracts on their behalf
with the Pullman Company. Randolph also secured
inclusion of railway porters and maids in the language
of the Railway Labor Act (1926). The act was designed
to settle disputes through negotiation, mediation, arbi-
tration, and to establish a protocol for the investigation
and recommendations of an emergency fact-find-
ing board.

Randolph worked for increases in wages for mem-
bers of the brotherhood. The National Labor Relations
Board certified the Brotherhood of Sleeping Car Por-
ters as the legitimate representative of the porters and
maids in 1935. In 1941, Randolph pressured the federal
government to provide blacks with equal access to jobs
in the defense industries. Randolph threatened Presi-
dent Franklin Roosevelt with a large protest march
unless Roosevelt established a policy of non-discrimi-
nation for African American workers and founded a
national watchdog apparatus known as the Fair Em-
ployment Practices Committee (FEP). Franklin Roose-
velt (1882-1945) agreed to this demand because the
stated war goals of the United States included the fight
against fascism and racism. In 1963, Randolph also
figured prominently in directing the March on Wash-
ington for Jobs and Freedom, the largest civil rights
demonstration in American history.

See also: Civil Rights Movement, Asa Philip
Randolph

BRUNSWICK CORPORATION

Born 1819 in Switzerland, John Moses Brunswick
emigrated to the United States at age fourteen. Having

GALE ENCYCLOPEDIA OF U.S. ECONOMIC HISTORY

121



Brunswick Corporation

opened a woodworking shop in Cincinnati, Ohio, in
1845 to make carriages, Brunswick soon expanded into
the manufacture of billiard tables. In the late 1860s
three firms dominated the U.S. billiards market: J. M.
Brunswick and Brothers, Julius Balke’s Cincinnati-
based Great Western Billiard Manufactory, and New
York-based Phelan and Collender. In 1873 Brunswick
merged with Balke to form J. M. Brunswick and Balke
Company. Then in 1884 Phelan and Collender merged
with Brunswick and Balke to form the Brunswick-
Balke-Collender Company.

Following John Brunswick’s death in 1866, the
company’s new leadership aggressively expanded the
firm’s product line. Since many billiard tables were
being sold to taverns, the company also developed a
line of carved wooden back bars. Back bars covered the
wall behind a bar and served a functional and decora-
tive purpose. They were intricate and elaborate status
symbols and also greatly enhanced Brunswick’s image
as craftsmen. Before long Brunswick bars were in-
stalled across the United States and Canada.

In the 1880s Brunswick added another product
line—bowling pins and bowling balls. Taverns had
begun to install lanes, interest in bowling seemed to be
growing, and the Brunswick-Balke-Collender was de-
termined to be ready for this new market. The company
actively promoted bowling as a participatory sport and
helped to standardize the game. The company’s presi-
dent was also instrumental in organizing the American
Bowling Congress, the sport’s governing body. Al-
though Brunswick continued to expand its markets and
product lines, bowling was to become the financial
backbone of the firm.

In the 1910s the temperance movement (which
advocated prohibition of the sale and consumption of
alcohol) threatened not only the fixtures and bar busi-
ness but also billiards and bowling. In 1912 Brunswick
suspended its bar-fixtures operations, which accounted
for one-fourth of annual sales, and sought to replace it
with automobile tires and the world’s first hard-rubber
toilet seats. Rubber products best utilized the firm’s
existing facilities. By 1921 the company was produc-
ing two thousand tires a day. When the price of rubber
tripled in 1922, Brunswick sold its tire line to B.F.
Goodrich, who began to manufacture tires under the
Brunswick name as the Brunswick Tire Company.

Brunswick then began to manufacture wood piano
cases, phonograph cabinets, and phonographs. In 1922
the company also began producing records under its
own label. Jazz greats such as Duke Ellington, Cab
Calloway, and Benny Goodman and classical artists
such as Irene Pavlovska and Leopold Godowsky all

recorded on the Brunswick label. In 1924 Brunswick
became a publicly traded company.

Even with the repeal of Prohibition in 1933 and the
popularity of pool halls, the Great Depression (1929-
1939) was hard on Brunswick. Nonetheless the compa-
ny marketed a line of tabletop refrigerators called the
Blue Flash and a successful line of soda fountains to
replace its once thriving bar and fixture business.

During World War II (1939-1945) Brunswick
found new markets and new products and once again
prospered. United Service Organizations (USO) cen-
ters and military bases eagerly purchased billiard and
bowling equipment. Brunswick also made wartime
products, including mortar shells, flares, assault boats,
fuel cells, floating mines, aircraft instrument panels,
and aluminum stretchers.

In the postwar period, Brunswick expanded wide-
ly. In the mid-1950s the company successfully devel-
oped an automatic pinsetter for bowling alleys, which,
along with a competing machine made by the rival
American Machine and Foundry Company (better
known as AMF), helped revolutionize the sport.
Brunswick’s policy of selling pinsetters on credit,
along with an aggressive advertising campaign, com-
bined with suburban expansion to make bowling cen-
ters enormously popular in the late 1950s. After the
introduction of the pinsetter the company prospered as
never before. Sales, which had been $33 million in
1954, jumped to $422 million in 1961.

Fueled by this revenue rise, Brunswick made
several acquisitions in the late 1950s and early 1960s.
Through these purchases the company became a major
provider of equipment for golf, roller-skating, fishing,
and boating. Brunswick’s most important purchase
proved to be the 1961 acquisition of the Kiekhaefer
Corporation, which built Mercury outboard motors and
formed the basis for the company’s marine business,
which became increasingly important over succeeding
decades. In 1960 the company changed its name to
Brunswick Corporation.

Brunswick also expanded well beyond the recrea-
tion area in the 1960s and 1970s, adding medical
supply operations and various industrial manufactur-
ing units. The 1980s and 1990s, however, saw Brunswick
exit from these businesses in order to focus exclusively
on recreation. A series of acquisitions in 1986 and 1988
made Brunswick the world’s largest manufacturer of
pleasure boats and marine engines. In the 1990s the
company expanded its recreational offerings to include
bicycles, wagons, sleds, camping equipment, ice chests,
and exercise equipment.
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BRYAN, WILLIAM JENNINGS

William Jennings Bryan (1860-1925) was a great
populist orator who unsuccessfully ran for the U.S.
presidency three times. He was born and brought up in
Ilinois. Following graduation from law school he
practiced law in Jacksonville, Illinois, from 1883 to
1887, but his heart was never in his work. In 1887 he
moved his family to Lincoln, Nebraska, where he ran
for Congress in 1890. Bryan won his Congressional
seat as a Democrat by 7,713 votes, a substantial margin
in a strongly Republican district.

During his first term in the House of Representa-
tives, Bryan attracted wide attention when he gave a
masterful three-hour speech in defense of the ‘‘free
silver cause.’’ In the late 19th century the United States
was in the throes of depression. Unemployment and
farm failures were common. The country was divided
over the hard money vs. the so-called question of
bimetallism. Advocates of free silver were mainly
southern and western farmers. They argued that the
gold standard resulted in an unfavorable economic bias
against the common man. Free silver partisans be-
lieved they were being exploited. They favored the
circulation of silver currency and other inflationary
policies that would cheapen the value of money in
order to ease personal and business debts. Bryan’s
simplistic solution for the depressed economy that
followed the Panic of 1893 was the unlimited coinage
of silver at a ratio to gold of 16 to 1. He claimed
lawmakers had to decide between a policy supported
by financiers and wealthy industrialists and the justi-
fied demands of the downtrodden masses.

Bryan’s two Congressional terms and his growing
reputation as a dynamic public speaker helped make
his name as ‘‘the boy orator from the Platte.”” His

Bryan, William Jennings

national renown did not help him back home in Ne-
braska, however, and he failed in his bid to become a
U.S. senator in 1894. Bryan spent the next two years as
an editor of the Omaha World-Herald and conducted a
vigorous public campaign in favor of the free sil-
ver cause.

At the 1896 Democratic presidential convention in
Chicago 36 year-old Bryan dazzled the assembled
delegates, newspaper reporters, and the public with a
famous address known today as the ‘‘Cross of Gold”’
speech. Delivering a carefully planned and rehearsed
text as if it were a spontaneous outpouring, he said,
““We have petitioned, and our petitions have been
scorned; we have entreated, and our entreaties have
been disregarded; we have begged, and they have
mocked us when our calamity came. We beg no longer,
we entreat no more; we petition no more. We defy
them.”” Bryan went on to declare the farms could
survive without the cities, but cities could not survive
without the farms. He summed up his defiance of gold
standard supporters: ‘‘Having behind us the producing
masses of this nation and the world, supported by the
laboring interests and the toilers everywhere, we will
answer their demand for a gold standard by saying to
them: You shall not press down upon the brow of labor
this crown of thorns; you shall not crucify mankind on
a cross of gold.”

WE HAVE PETITIONED, AND OUR PETITIONS
HAVE BEEN SCORNED; WE HAVE
ENTREATED, AND OUR ENTREATIES HAVE
BEEN DISREGARDED; WE HAVE BEGGED,
AND THEY HAVE MOCKED US WHEN OUR
CALAMITY CAME. WE BEG NO LONGER, WE
ENTREAT NO MORE; WE PETITION NO MORE.
WE DEFY THEM.

William Jennings Bryan, Cross of Gold speech, 1896

The next day Bryan was nominated as the Demo-
cratic Party’s presidential candidate. He also received
the nomination of the Populist Party and the National
Silver Party and was supported by those Republicans
who favored free silver. The Republican candidate was
the affable and well-financed William McKinley (1897-
1901). Bryan embarked on a campaign that covered
more than 18,000 miles in 27 states. For some of the
spectators his oratory bordered on demagoguery, but to
many of his listeners Bryan was a hero. He inspired
listeners with his wonderful voice and dramatic deliv-
ery. However, Bryan ultimately failed to convert east-
ern workers to the free silver cause. Industrialists
convinced their employees that Bryan was a radical,
even a revolutionary. McKinley narrowly won the
popular vote (51 percent to 46 percent) but dominated
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in the electoral college (271 to 176 votes), which is the
deciding vehicle in an election.

The 1896 campaign was the high point of Bryan’s
political career. Though he ran for president in 1900
and in 1908, he was unsuccessful. He did succeed in
seeing many of his central ideas enacted into law. This
included the popular election of senators, the income
tax, the creation of the Department of Labor, prohibi-
tion, and women’s right to vote. In 1912 President
Woodrow Wilson (1913-1921) appointed Bryan to be
his Secretary of State. Bryan had earlier helped Wilson
win the Democratic nomination and the presidency.
Bryan was a pacifist at heart, and he was effective in
spearheading several treaties designed to forestall the
coming war in Europe. He resigned when Wilson used
stronger language than Bryan thought acceptable after
Germany sank the British liner Lusitania and 128 U.S.
citizens were killed. He nevertheless loyally supported
the United States when war was finally declared and
the country entered World War I (1914-1918).

Following the war Bryan championed Prohibition
and served as the president of the National Dry Federa-
tion in 1918. He was known for serving grape juice
rather than wine at diplomatic functions while he was
Secretary of State. Bryan continued to advocate Prohi-
bition until it was ratified in 1919 when the 18th
Amendment to the U.S. Constitution was passed.

Bryan’s last great crusade was against the Dar-
winian theory of evolution. He was a prosecutor of
John T. Scopes in what has become known as the
““Monkey Trial.”” The case brought Bryan head-to-
head with renowned Chicago lawyer Clarence Darrow.
The trial was great theater and attracted worldwide
notoriety as a duel between fundamentalism and the
theory of the evolutionary origin of man. Scopes was
eventually found guilty, but the trial took a great toll on
Bryan. He died in 1925, five days after its conclusion.

See also: Free Silver, Cross of Gold Speech, Gold
Standard, Gold Standard Act, Prohibition,
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BUDGET DEFICIT

A budget is an estimate of expected income and
expenses for a specific period of time. Governments,
private businesses, and individuals use the budget-
making process to establish financial goals. The com-
pleted budget is then used as a blueprint to monitor the
progress toward those goals. If income or expenses are
equal, a budget is in balance. But, depending on
financial objectives, a budget might have a surplus or
deficit. A surplus is created when an individual or
organization has more income than expenses for a
given time period and decides to set some of this
money aside. For instance, an individual might make
monthly payments into a college-savings plan that will
be used in the future. A deficit is just the opposite and
occurs when expenses are greater than income. As a
consequence, money is borrowed from an outside
source. For example, an individual who wants to buy a
car may lack the necessary cash and so takes out a loan
to cover the cost. If a deficit continues over a long
period of time, it is called a chronic deficit.

During much of the 1970s, *80s, and *90s, the U.S.
federal government had annual budget deficits that
often exceeded $100 billion. In 1992, the federal
government had an annual budget deficit of $290
billion. The result of these years of deficit spending
was that by 1999, the United States had a national debt
of approximately $5.5 trillion and paid $240 billion
annually in interest to finance the debt. The purpose of
the federal budget is to collect and spend the funds
needed to carry out social, military, and economic
policies. According to the Employment Act of 1946,
the federal government has the responsibility to pro-
mote maximum employment, fight inflation, and en-
courage economic stability and growth. To achieve
these aims, the federal government might spend more
money than it receives in order to stimulate the econo-
my. This type of fiscal policy creates a budget deficit.
The federal government reversed this budget deficit
spending in the late 1990s and began passing surplus
budgets. By 2008, the federal government’s annual
budget is expected to reach a surplus of $251 billion.
However, unless these annual surpluses are used to pay
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The annual federal budget deficit for each year from 1970-1995 is shown on this bar graph. The budget deficit was greatest while
George Bush was in office and began to decline after the election of Bill Clinton.

off the accumulated debt, the country will have an
estimated federal debt of $6.3 trillion in 2003.

See also: Inflation

BUFFALO, EXTERMINATION
OF

In the early nineteenth century great herds of
buffalo, more appropriately called American bison,
roamed the Great Plains. Then over 50 million buffalo
existed (perhaps as many of 75 million). A number of
early accounts described awesome sights of the enor-
mous herds. Lewis and Clark commented in 1806 that
in what later became South Dakota ‘‘The moving
multitude . . . darkened the whole plains.”” Others
wrote that, when viewing a herd from a distance, it
appeared the entire prairie was in motion. Army major
Richard Dodge commented as late as 1871 that it took
five days to pass one herd.

The buffalo was central to the Plains Indian econo-
my and remained central to their spiritual world even
as late as the twentieth century. Bison provided a
variety of foodstuffs, hides for clothing and shelter,
bladders for pouches, gall and blood for paints, bones
for utensils, droppings for fuel and heat, and skulls for

sacred ceremonies. The ox-like grazing mammal had
woolly hair and pronounced shoulder hump and was
well adapted to the short-grass prairies of the Plains.
Though weighing almost 2000 pounds each, the buffa-
lo were surprisingly agile and fast and actually make
lighter use of the fragile prairie landscapes than domes-
tic livestock. Buffalo also could withstand more ex-
treme weather conditions than cattle. They tended not
to congregate near water sources. In earlier times their
native range covered much of North America, but by
the mid-nineteenth century the primary range extended
from West Texas northward through Alberta, Canada
and west from the Mississippi River to the Rockies.

At the end of the American Civil War (1861—
1865), the U.S. military’s attention turned again to
American Indian relations. Since U.S. settlements ex-
panded further west, troops entered the Great Plains
region to protect American settlers and the pending
railroad development which would extend well into the
central Plains.

The military was keenly aware that a substantial
decline in buffalo would pose a serious setback to the
Indians’ ability to resist U.S. expansion. It would also
spell an end to their seemingly nomadic lifestyle and
force their move to reservations. Some believe the
military made concerted efforts to exterminate the
buffalo, both by direct actions and with logistical
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In 1878, the Rath and Wright's buffalo hide yard in Dodge City, Kansas, stored 40,000 buffalo hides.

assistance provided to private hunting expeditions.
Given the nature of the animals sometimes to not
stampede when fired on, a marksman could shoot a
hundred buffalo in an hour standing in one spot. Often
only the buffalo tongues and other choice cuts were
taken and most of the animal was left to rot. Sometimes
they were killed purely for sport. Fencing by new
settlers also took its toll by restricting buffalo from
traditional watering holes and rich grazing areas.

By 1871 the slaughter of buffalo escalated further.
A Pennsylvania tannery developed an industrial meth-
od to convert buffalo hides into inexpensive commer-
cial leather for harnesses and machine belts. With hides
worth between $1 and $3 each, hunters invaded the
Plains. The Kansas Pacific and the Santa Fe railroads
carried the hides to eastern markets. As the Kansas
herds vanished rapidly, the decimation extended south-
ward to the Texas panhandle. Because the buffalo
herds sometimes blocked trains, railroad companies
hired hunters to clear the tracks and guard watering
holes. An estimated 15 million buffalo in 1865 de-
creased by 1872 to seven million.

Congress grew alarmed and passed legislation in
1874 regulating the killing of buffalo. Non-Indians
could not kill female buffalo and were prohibited from
killing no more than needed for food. However, Presi-
dent Ulysses S. Grant (1869-1877) vetoed the meas-
ure. The Texas state legislature also unsuccessfully
introduced a buffalo protection bill in 1875.

In 1880 the Northern Pacific Railroad reached
the Dakota-Montana border in the central area of
the traditional buffalo range. Thousands of buffalo
hides were shipped from the Montana Territory and
Yellowstone River area. The following year the rail-
road reached Miles City, Montana. Two years later, in
1883, a herd of 10,000 in Montana were exterminated
in a few days time.

By the 1890s less than a thousand buffalo re-
mained in scattered areas, mostly on private ranches.
Perhaps a scant twenty to fifty buffalo had sought
refuge in Yellowstone National Park. In 1908 Con-
gress created a national bison range west of Flathead
Lake in Montana.

Hide hunters as well as thrill seekers in combina-
tion with the growing railroad network doomed the
once massive herds. The herds on the central plains
were exterminated by the early 1870s; they were
eliminated from the southern plains later in the 1870s;
and they vanished from the northern plains in the early
1880s. To the Plains Indians the wasteful mass killing
of the buffalo herds was perhaps the most dishearten-
ing act of all by the white intruders. Their economy was
shattered and the native groups were forced to live on
government handouts. The demise of the great buffalo
herds also marked the transition of the extensive grass-
lands into agricultural production. The prairie itself
eventually disappeared under the plow.
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See also: Lewis and Clark Expedition, Plains
Indians, Westward Expansion
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BUFFETT, WARREN

Regarded by many as America’s most brilliant
investor and recognized as one of the richest men in the
United States during the late twentieth century, Warren
Buffett (1930-) has become a legend during his life-
time. Buffett’s folksy pronouncements along with his
long-time home address in Omaha, Nebraska, mask a
shrewd and aggressive approach to business. When he
was a boy Buffett had the life goal of being *‘very, very
rich’” as he once put it. He certainly achieved that goal
by becoming a multi-billionaire.

Buffett was born in Omaha on August 30, 1930.
While he was still a boy Buffet often accompanied his
father to work. His father’s stockbrokerage firm, be-
came a familiar haunt for the boy. Before he reached
his teenage years Buffett was already doing routine
duties around the office. He chalked stock prices on the
office blackboard and charted performance records of
various equities. In 1942 the family moved to Freder-
icksburg, Virginia. They lived there while his father
served Nebraska as a U.S. Congressman. According to
Robert Lenzner writing in Forbes magazine (18 Octo-
ber 1993), Buffett credits his father as an important role
model: ‘‘I have never known a better human being than
my Dad.”

Buffett, Warren

When he was only sixteen, Buffett enrolled at the
University of Pennsylvania where he studied mathe-
matics and statistics. At age twenty he received a
Bachelor’s from the University of Nebraska. He then
entered Columbia University’s Graduate School of
Business where he obtained an MBA.

After working briefly for his father in Omabha,
Buffett joined the New York investment firm of his
mentor Benjamin Graham. Buffett later claimed that
the great turning point in his life and career came when
he met Graham. Graham identified undervalued com-
panies by avoiding the use of annual reports. He
concentrated instead on exacting analyses of balance
sheets and profit and loss statements. Buffett’s facility
in math and statistics enabled him to become adept at
this analysis. However, he later realized that although
statistical bargains often turned out to be winners, it
made sense to also look for companies that were
undervalued for other reasons.

When Graham closed his Wall Street firm in 1956,
Buffett left New York and returned to Omaha. There he
started an investment partnership that he managed until
1969. To drum up business he gave seminars for
doctors and other professionals seeking advice on how
to invest their money. Many of them decided to put
their savings under Buffett’s management after they
heard him speak. Other investors in his partnership
were either former business school classmates or Wall
Street financiers. Several of Buffett’s early backers
now hold stock portfolios worth tens of millions.

In a joint interview with Microsoft Corporation
chairman Bill Gates in Fortune (20 July 1998) Buffett
explained why he eventually terminated the invest-
ment partnership: “‘[I] closed it up because I couldn’t
find anything. I hadn’t lost the ability to value compa-
nies; there just weren’t any left that were cheap enough,
and I wasn’t in the business of shorting stocks.”
Within a decade, however, the situation had changed.
As Buffett said: ““. . . in the mid-1970s, every security
you looked at was really dramatically undervalued.”’

Buffett preached that the key to making money in
the stock market was to pick good stocks at good prices
and to stay with a company as long as it continued to be
well-managed. He left frenetic trading to others and
hung on to stocks even if they became overvalued.
Buffett bought stock in companies that made products
he understood and felt comfortable with. His major
holdings, for example, included Coca Cola Company
and Gillette Company. He also had three major media
holdings: The Washington Post, Capital Cities/ABC,
and the Buffalo News. He never invested heavily in
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technology stocks or in foreign companies because
these were not market categories with which he was
familiar. According to Lenzner in Forbes Buffett’s
basic rule was ‘‘Don’t put too many eggs in your basket
and pick them carefully.”’

In the mid-1960s Buffett bought controlling inter-
est in Berkshire Hathaway, a failing textile business in
New Bedford, Mass. He briefly attempted to maintain
Berkshire Hathaway as a textile company and simulta-
neously continue his investment activities. In the end
he liquidated the textile business but retained its name
for his investment company. He used his base in the
company to buy stocks in the wildly under priced
market of the 1970s and 1980s. Between 1977 and
1991, according to Michael Lewis in The New Repub-
lic (17 February 1992), Berkshire Hathaway grew from
a pool of $180 million in risk capital to one of more
than $11 billion.

During the 1980s Buffett also developed a very
lucrative ‘‘white knight’’ strategy. Using this strategy
he saved certain businesses from being bought out by
competition. He often stepped in to save a business by
infusing it with the cash it needed to fend off takeovers.
In exchange, he expected a return on his investment in
the form of preferred stock that guaranteed a healthy
dividend whether or not the company performed well.

Buffett summed up his views on investment in
Fortune magazine: ‘“What you want to do was attract
shareholders who were very much like you, with the
same time horizons and expectations. We don’t talk
about quarterly hearings, we don’t have an investor
relations department, and we don’t have conference
calls with Wall Street analysts, because we don’t want
people who were focusing on what’s going to happen
next quarter or even next year. We want people to join
us because they want to be with us until they die.”’

See also: Wall Street
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BURNHAM, DANIEL HUDSON

Daniel H. Burnham (1846-1912), one of Ameri-
ca’s most important architects, helped to rebuild Chi-
cago after the Chicago Fire of 1871. Burnham made
important contributions to the development of the
skyscraper. Long after his death, his visionary ideas
about urban and regional planning remained influential
as a way to accommodate work, home, and recreation
in close proximity to each other. His 1909 plan to
transform Chicago into a beautiful, functional city was
the first comprehensive urban plan in the United States.

Daniel Burnham was born near New York City on
September 4, 1846. His family moved to Chicago
when he was nine. He graduated from a public high
school in Chicago but failed to obtain admission to
college. In his early adulthood, Burnham worked as
retail clerk, mined for gold in Nevada, and ran unsuc-
cessfully for a seat in the Illinois State Senate. Still in
his early twenties, Burnham was accepted as an ap-
prentice by a leading Chicago architect, William Le
Baron Jenney.

In 1872 Burnham, age twenty-six, moved to the
firm of Carter, Drake, and Wight, where he worked as a
draftsman. A year later he went into partnership with a
fellow draftsman at the firm, John Wellborn Root. The
partnership turned out to be a profitable one. Root was
creative and versatile; Burnham, practical and busi-
nesslike, was a superb administrator. They prospered
after the Great Chicago Fire, which decimated down-
town Chicago. Between 1873 and 1891 the firm de-
signed 165 private residences and 75 buildings of
various types.

Most of these buildings were European in influ-
ence: their exterior decorations echoed ancient Greek
and Roman monuments. In 1891 Burnham and Root
adapted modern techniques to meet the demand for
more centralized office space in Chicago. Three of
their buildings have been designated landmarks. The
Rookery (1886) and the Reliance Building (1890) both
used a skeleton frame construction. The sixteen-story
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Monadnock building (1891) was the last and tallest
American masonry skyscraper.

In 1893, two years after the death of his partner,
Burnham became chief of construction and chief con-
sulting architect for the World’s Columbian Exposition
in Chicago. Burnham teamed with architectural firms
from all over the eastern United States to create an
eclectic ‘“White City ‘ ‘—a community of buildings and
landscapes that combined boulevards, gardens and
classical facades. The Colombian Exposition was a
triumph and it made Burnham famous. That year he
received honorary architectural degrees from Harvard
and Yale Universities, and he was elected president of
the American Institute of Architects.

The ‘“White City’’ became the nucleus of
Burnham’s 1909 plan to transform Chicago into a
beautiful city. Critics have said that Burnham ignored
the social side of urban planning in his zeal for a
visually attractive and smoothly functioning city. He
was also accused of failing to realize that boulevards
lined with offices would be deserted at night. Despite
these criticisms, much of his great plan was put into
effect. Some $300 million worth of architectural pro-
jects were built before the Great Depression called it to
a halt in the 1930s.

Burnham was also faulted for trying to make
Chicago into another Paris, France. The neoclassical
architecture, broad avenues, and public gardens he

Burnham, Daniel Hudson

favored echoed those of the French capital. Famed
Chicago architect Louis Sullivan (1856-1924) was
said to have complained that Burnham’s designs set
American architecture back by 50 years. Notwith-
standing these attacks, many of Burnham’s ideas have
stood the test of time and influenced city planners
across the country.

One great legacy was Burnham’s vision of making
the Lake Michigan lakefront a recreational resource.
His plan proposed the creation of a string of landfill
islands and peninsulas, which would provide protec-
tion against natural erosion and storms and would also
be an attractive site for pleasure boating, picnics, and
other outdoor activities. Although only one island was
built, the Lincoln Park shoreline was extended with
five miles of landfill. Legacies of Burnham’s plan also
included Lakeshore Drive and Grant Park. A ring of
forest preserves surrounding the city provided the
greenbelt that Burnham anticipated in 1907, long be-
fore the waves of population growth in the twentieth
century transformed the city.

In 1923 Burnham’s recommendation for a com-
plex of railroad stations west of the Loop (the historic
center of the city) resulted in the construction of Union
Station. In addition, Chicago’s expressway system
followed Burnham’s plan for regional highways, though
he could not have anticipated the effect of the automo-
bile on American cities.

Burnham was asked to serve as a planning consult-
ant by many other major American cities, including
San Francisco, Detroit, and Cleveland. In 1905 he was
consulted by then-Secretary of War William Howard
Taft (1857—-1930) for advice on a plan to rebuild and
modernize Manila in the Philippines. In addition to his
work as an urban planner, by the time of his death in
1912 Burnham was responsible for the design of sever-
al important buildings, including the Flatiron Building,
New York (1901); Union Station, Washington, D.C.
(1909); and Filene’s Store, Boston (1912). Each of
these buildings had a lasting influence on the twentieth
century cityscape, and through them, Daniel Burnham’s
vision endures.

See also: Chicago Fire of 1871, Reinforced
Concrete
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When an economy declines over a sustained period, it is in recession,

then when it grows, it is in expansion. From 1875 to 1995,

there were 18 contributing factors to the country’s growth and shrinkage.
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BUSCH, ADOLPHUS

Adolphus Busch (1839-1913) was a German im-
migrant to the United States who used his inheritance
funds to launch his career with a small brewing supply
company. He went on to found one of the largest and
most successful breweries in the United States.

Busch was born in Kastel, near Mainz, Germany,
one of 22 children. His father was a prosperous mer-
chant, innkeeper and landowner. At age eighteen Busch
emigrated to St. Louis, Missouri after completing his
education. There he worked first as a clerk in riverfront
businesses and then in the wholesale supply house of
William Hainrichschofen. In 1859 he received his
inheritance and in partnership with Ernst Wattenberg

formed a brewer’s supply company which would be-
come Adolphus Busch & Co.

In 1861 Busch married Lilly Anheuser. Her father
Eberhard Anheuser was a successful St. Louis busi-
nessman who bought a struggling local brewery in
1860. In 1864 he convinced his son-in-law to join the
company as a salesman. Busch eventually became a
full partner and president of the company. He was
credited with transforming the fledgling enterprise into
an industry giant and is generally considered the found-
er of Anheuser-Busch, the largest beer maker in the
United States and the world’s largest brewer.

Busch was known as an innovator and an accom-
plished marketer. When he joined the brewery the
firm’s storage capacity was limited by how much beer
it could hold in its caves. Busch pioneered the new
technology of artificial refrigeration that enabled the
company to store a much larger quantity of its product.
Within five years of joining his father-in-law’s brew-
ery Busch doubled its storage capacity.

Among the innovations he introduced to the U.S.
brewing industry was the process of pasteurization.
This process enabled beer to withstand temperature
fluctuations and substantially expanded its shelf life.
As a result his beer could now be shipped far beyond
St. Louis. To distribute the beer nationally, Busch
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decided to use refrigerated freight cars. His fleet ulti-
mately totaled 850 of these specialized railroad cars.
He also built a network of ice houses that were located
adjacent to railroad transportation; beer could be kept
cool there until it was needed in a local market.

Together with St. Louis restaurateur Carl Conrad,
Busch developed a light beer called Budweiser. He
believed that consumers would prefer it to the darker
brews then available. Budweiser was an immediate
success and became the company’s flagship brand.

In 1879 the company was renamed the Anheuser-
Busch Brewing Association. When Eberhard died in
1880 Busch became company president. By 1901 the
company was the nation’s largest brewery with an
annual production rate of 1,000,000 barrels of beer.
The company during Busch’s 33-year presidency mar-
keted 19 different brands of beer. These included
Michelob, introduced in 1896 as a specialty beer for
Connoisseurs.

To maintain Budweiser’s market dominance Busch
came up with countless promotional campaigns. Among
the most famous was a lithograph of Custer’s Last
Stand. It was prominently displayed in bars every-
where with its Budweiser logo.

Busch believed in developing product loyalty
through quality control. His strict insistence on quality
resulted in Budweiser’s winning numerous gold med-
als at world fairs and exhibitions throughout the nation
and the world. He was also keenly aware of market
preferences. As early as 1889 when the forces of
Prohibition were only beginning to gather strength
he marketed beer as ‘‘the true temperance bever-
age.”” He initiated product development of nonalcoholic
beverages. He was also ahead of his time in focus-
ing on international markets. When Prohibition went
into effect in the United States in 1920 Anheuser-
Busch had established 125 markets in 44 countries on
six continents. This was seven years after Busch’s
death in 1913.

In 1899 Busch wrote to a friend: ‘‘Only by fair,
sociable and liberal treatment can you create a lasting
attachment between brewery and its trade. What is a
great brewery anyway? It is an immense complex of
buildings filled with machinery, casks and general
equipment costing millions of dollars, and what is such
investment worth if there is not an adequate trade for its
capacity? A large plant with only trade to consume one
half to three quarters of its capacity in output is bound
to run into bankruptcy; therefore the most valuable
assets we posses in our brewery are our trade and the
loyalty of all those with whom we are in business
connection.”

Business Cycle

That operating philosophy served Busch well. At
the time of his death in 1913 his personal fortune was
estimated at $60 million. Management of the business
he founded remained in the family for several genera-
tions after his death. In addition to Budweiser, Michelob,
and Busch beers Anheuser-Busch today makes and
distributes several specialty beers. As of the late 1990s
the company had joint ventures in China, Japan, Mexi-
co, several South American countries, and throughout
Europe and operated theme and water parks.

See also: Brewing Industry, Prohibition
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BUSINESS CYCLE

Business cycle is the name given to the tendency of
all economies to go through periods of economic
weakness followed by periods of economic growth.
When employment, income, trade, and the production
of goods and services declines the economy is said to
be in a ‘‘recession’’ or a ‘‘contraction.”’ If this down-
turn is particularly harsh, this part of the business cycle
is known as a ‘‘depression.”’ Conversely, when em-
ployment, income, trade, and the production of goods
and services grows over a sustained period of time, the
economy is said to be enjoying an ‘‘expansion.’’ Thus,
the term business cycle describes the full process of
economic growth and shrinkage—of ‘‘boom’’ fol-
lowed by ‘‘bust‘‘—that every economy experiences.
The causes for changes in the business cycle are as
complex as the economy itself, but important factors
are over investment, under consumption of goods and
services, and the amount of money circulating in the
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economy. Business cycles can differ greatly in their
length, in the number of industries they affect, and in
their harshness. Today economists use dozens of statis-
tical measures to try to identify when a business cycle
has ended or begun. These include, among others, new
factory orders, number of business bankruptcies, stock
market performance, new home building, and length of
average work week.

Between 1790 and 1990 the United States experi-
enced 44 complete business cycles, each of which
lasted about four and a half years (i.e., including both a
recessionary period and an expansionary period). In
the nineteenth century the recessionary period of the
business cycle was usually accompanied by a financial
panic in which stock prices fell and banks and busi-
nesses went bankrupt. The longest recession in U.S.
history during the nineteenth century was between

1873 and 1879. The most severe recession was the
Great Depression, which lasted from 1929 to 1939. To
understand how disastrous the Great Depression was
one should consider that during the recession of 1973—
1975 the gross national product fell six percent, while
during the Great Depression it fell a staggering 50
percent. Since World War II (1939-1945), however,
the business cycle has become much more mild be-
cause economists and government leaders know much
more about the role the money supply and government
fiscal policy can play in affecting the business cycle.
When the economy begins to contract, for example, the
Federal Reserve can quickly lower interest rates to
encourage lending, which stimulates economic growth.

See also: Federal Reserve System, Financial
Panic, Recession
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California is so large and so diverse that it is
difficult to characterize. Native American, Spanish,
and Mexican influences marked its earlier centuries.
White settlers who came to exploit its various resourc-
es (from sea otter to beavers and gold) led it into
statthood. Now an agricultural and manufacturing
giant, the state has experienced many economic booms
but has also weathered its share of harsh times.

European economic interest in California began in
the sixteenth century, when Spanish explorers in their
search for a western passage to the East discovered
Baja California (now a part of Mexico). Believing
there was a transcontinental canal, Juan Rodriquez de
Cabrillo first landed in Upper (or Alta) California in
1542, at the bay now known as San Diego. Until the
late eighteenth century, however, Europeans were little
interested in the region. Spurred on by its economic
rivals in 1769, Spain sent Father Junipero Serra (1713—
1784) and military leader Gaspar de Portol to establish
the first permanent European settlement in California.
Franciscan friars established some 21 missions along
the coast to convert the Native American population
and also built four military outposts called presidios.
San Jose de Guadalupe was the first civilian settlement
in California.

Having done little to strengthen its California
outposts, Spain lost control of the territory after the
Mexican Revolution of 1821. The Mexicans gradually
began redistributing the vast lands and herds owned by
the missions to Mexican private citizens, who estab-
lished huge ranchos (ranches) that produced grain and
large herds of cattle. The rancheros (ranch owners)
traded hides and tallow for manufactured products
from foreign traders along the coast. They assigned
most of the manual labor on the ranchos to Indian
workers.

U.S. citizens first came to California in pursuit of
the sea otter, whose pelts were shipped to China at
profitable rates. Others came to exploit the hide and

tallow trade, and inland explorers profited from the
hunting of beavers. U.S. interest in California began to
grow and during the administration of President James
K. Polk (1845-1849) war was waged on Mexico. By
the terms of the Treaty of Guadalupe-Hidalgo in 1848,
California was ceded to the United States.

By far the largest effect on the economy of the new
territory was the Gold Rush of 1849, which began with
the discovery of gold along the American River. Thou-
sands of prospectors poured into California, and by
1852, $80 million in gold was being mined in the state.
The state’s population quadrupled during the 1850s
and grew at two times the national rate in the 1860s and
1870s. California became the thirty-first state in 1851.

WE THIS DAY WORKED OUR MACHINE. OH
CHRISTMAS, WHERE ARE THE JOYS AND
FESTIVITIES? NOT IN CALIFORNIA SURELY.

Joseph Wood, Miner, Christmas Day, 1849

Racial discrimination and racial divisions marked
the first years of statehood, as white citizens attempted
to put down the state’s growing ethnic populations.
New tax laws were passed to discourage Latin Ameri-
can and Chinese miners, and efforts were made to
displace the original Mexican owners of large ranchos.

The completion of the transcontinental railroad in
1869 brought California into extensive contact with the
rest of the country. The directors of the Central Pacific
railroad—Leland Stanford (1824-1893), Collis P.
Huntington (1821-1900), Charles Crocker (1822—-1888),
and Mark Hopkins (1814-1878)—wielded tremen-
dous political and economic influence in the state,
creating a transportation and land monopoly. Consid-
erable opposition to this monopoly was expressed by
novelist Frank Norris in his 1901 novel The Octopus.

In the late nineteenth century irrigation p