
OGT #3: Economics and History of the U.S. Part II 
 
Basics of  Economics 

1. economy: system of  exchange and use of  goods and services = money and trade 
 

2. consumers: those who buy and use goods and services 
 

3. producers: those who make and sell goods and services 
 

4. scarcity: inability of  our existing resources to meet our unlimited wants (not having enough 
goods to fill everyone’s wishes); ex.  Most people would love to have a vault of  gold, but 
there is a limited supply of  gold which makes it valuable. 

 

5. Supplies refers to how much of  a good producers make available. 
 

6. Demand refers to how much of  a product consumers are willing to buy.  
 

7. The interaction of  supply and demand determines prices and what goods are produced. 
 

8. limited resources = prices go up; too much supply = prices go down 
 

9. The forces of  supply and demand also help eliminate inefficient producers and halt the 
production of  goods consumers do not want to buy or, in other words, people will buy what 
they want and can afford. 
 

10. Under the principle of  supply and demand, those business that do not produce quality good 
or products that are not wanted will go out of  business and be replaced by other business 
that produce goods that are wanted. 

 
Types of  Economies 

11. traditional economy: what is produced, how it is produced, and who gets it is set by tradition 
and custom 

 ex. Feudalism 

 usually found in absolute monarchies, theocracies, or dictatorships 

 often engaged in subsistence (for your own needs or your village needs) farming, hunting, 
fishing, gathering, etc. 

 usually found in rural, non-industrialized areas (Third World Countries/developing 
nations) 

 provides stability and security but at the cost of  individual freedom and economic  
 

12. command economy: what is produces, how it is produced, and who gets it is set by the ruler 
or government 

 ex. Communism  

 Soviet Union and Eastern Europe during the Cold War 

 usually associated with dictatorships  

 can modernize a society very quickly but at the cost of  lack of  consumer goods and 
personal freedom 



13. market economy: what is produces is determined by interaction of  producers and consumers 
through the laws of  supply and demand 

 ex. capitalism = United States and most of  Europe (European Union) 

 The ultimate goal of  a market economy is profits and customer satisfaction. 

 Producers decide what to produce; less efficient producers go out of  business. 

 Consumers purchase what they want and can afford. 

 Business respond to consumer’s needs and allows for free exchange of  information but 
the desire for profit can lead to unfair or dangerous practices by businesses. 

 People have a right to private property: land, factories, and businesses. 

 freedom of  enterprise: the right to start a business or buy and sell products (within the 
law). 

 competition and consumer choice: keeps prices down and improves the quality of  
product 

 role of  government—protect the property rights of  people; make laws, control currency, 
provide public services like roads, education, and defense; regulate businesses and trade 
in a limited role, promote maximum employment, promote maximum production, and 
limit inflation (rising prices) 
 

14. mixed economy: blend of  only of  the three types of  economic systems; usually some of  the 
decisions are made by the government (services such as water, electric, etc) and other made 
by private individuals 

 
Rise of Big Business: 

15. Industrialization created a larger workforce and more complex jobs using the newest 
machines of the day. 
 

16. Big Business: Corporations were able to raise the large amounts of capital (money) needed to 
build large factories and interconnected systems of production, with railroads, factories, 
mines, and ships. 
 

17. The rise of big business led to more efficient methods of manufacturing (faster, easier, and 
cheaper and less workers). 

 
18. laissez-faire (hands-off); policy of non-interference  the government policy of staying out of 

business which led to the rise of big business and the strengthening of the U.S. economy; 
Adam Smith—Enlightenment—Wealth of Nations 

 
19. social contract: the Enlightenment idea that the purpose of government is to protect the 

right of the people; if the government fails to protect rights, people have the right to change 
their government 

 
20. entrepreneur: a person who finances or starts a new business 

 
21. stocks or shares; a way of financing and owning a business in which the cost and profits are 

divided into smaller parts 
 



22. Unchecked growth of corporation proved harmful and many Americans felt the need for 
reform.  

 
23. monopolies: one person or group who control all the means of production of a certain 

industry forcing out competition 
 

24. robber barons: business owners who got rich through questionable practices and 
monopolies: Carnegie: Steel; Rockefeller: Oil; Vanderbilt: Railroad 

 
25. advantages of monopolies: 

 by controlling a whole industry, goods businesses could produce goods at a lower cost 
than smaller companies thus increasing profits 

 more efficient methods of production and distribution 

 could control pricing/increase profits 

 vertical integration (controlling all levels of an industry that kept out new competitors 

 could attract the financing needed to grow 
 
24. disadvantages of monopolies:  

 no competition from smaller companies or entrepreneurs 

 no incentive to self-regulate so government intervention was needed 

 no incentive to provide fair profits, safe working conditions, higher wages, or 
safe/quality products 

 ordinary investors found they had little control of these companies because the richest 
stockholders dominated 

 all kinds of abuses, including political corruption (buying votes, influencing government 
agencies were unchecked. 

 
26. Labor unions began as laborers (workers) organized in the hope of improving working 

conditions; wanted better pay and working conditions; often used strikes (halt of work) and 
boycott (refusal to buy or use) 
 

27. Employers believed unions interfered with the right of an owner to run his or her business. 
 

28. At first labor unions were not recognized and were met with resistance and failure; the 
workers could be fired or beaten; the public saw the labor leaders as selfish trouble-makers. 
 

29. Marx and Engels: The Communist Manifesto: encouraged workers to organize and overthrow 
bosses in Europe; spread to other place and caused a rise in Socialism 
 

30. Knights of Labor: 1st labor group; open to both skilled and unskilled workers; called for 
cooperation among workers in every industry for 8 hour work day; successful in preventing 
railroad companies from lowering wages. 
 

31. The Haymarket Square riot led by radical union using radical methods (bombs) was broken 
up by policeman resulting in death and injury in Chicago; led to the decline of the Knights of 
Labor. 



32. American Railway Union and leader Eugene V. Debs tried to united railroad employees; The 
railroad manufacturer Pullman lowered its wages, the union went on strike and called for a 
boycott.   
 

33. Federal judges issued an injunction (order to stop something) calling for the union to stop 
interfering with mail delivery and interstate commerce (trade). President Grover Cleveland 
sent federal troops to Chicago to end the strike, and Debs was convicted of conspiring 
against interstate commerce. 
 

34. The Red Scare: fear of communism in 1920s; due to the association of labor unions with 
socialist/communist ideas, many socialists, socialist sympathizers, or even suspected 
communist were imprisoned or deported. 
 

35. American Federation of Labor (AFL); did not allow unskilled workers; using strikes and 
boycotts, the AFL fought for better hours, wages, and working conditions as well as the 
recognition of the union as a legitimate voice of labor—purely economic goals. 
 

36. Unions began to work for reform (changes) not only in business but in other aspects of 
society (economic, political, social, and environmental). 
 

37. Knights of Labor, American Federation of Labor (AFL), and Congress of Industrial 
Organization (CIO) were all unions. 

 
The Gilded Age: 

38. Gilded Age: Satirist Mark Twain described America’s industrialization in the late 1800s as the 
Gilded Age, by which he meant that the nation appeared to be experiencing a golden age of 
growth and prosperity, but underneath the glitter were problems and injustices that plagued 
the nation. 
 

39. Rise of the Middle Class: Between the small body of very wealthy people and a large group 
of struggling working people emerged a new class of people comprised of doctors, lawyers, 
merchants, clerks, skilled workers, and artisans. 
 

40. As more Americans enjoyed a higher standard of living, people found themselves with 
money to spend on a wider variety of consumer goods and leisure activities: fairs, public 
parks, listening and playing music, playing sports and attending events such as Wild West 
shows, buying and reading dime novels (inexpensive adventure stories), attending 
symphonies, theaters, and art museums. 
 

41. Mail-order companies took advantage of improved transportation and post 
 

42. Mark Twain created a uniquely American style of writing while American writers such as 
Henry James and Edith Wharton developed a literacy style that was European in nature. 
 

43. Powerful, corrupt Democratic and Republican political machines controlled city politics, 
buying votes and paying bribes.  They also controlled government jobs that went to friends 
of political party in power.  People knew about the corruption but felt they had to be on the 
good side of those who controlled the politics if they were to expect services. 



44. Boss Tweed of Tammany Hall in New York City was one of the most famous political 
bosses. 
 

45. Reformers: People who want to better society 
 

46. Political candidates who did not take bribes or only did favors if favors were fair rarely got 
elected or stayed in power for long. 
 

47. As businesses grew in the 1880s and 1890s, the science of business management became 
important.  People learned that certain principles of management made businesses run more 
smoothly and earn more money.   

 
The Progressives 

48. Some people believed that the same principles that worked in business might work in 
government. 
 

49. The Progressive Movement was sparked by a sense that life was getting worse, not better, 
for many Americans. 
 

50. Progressive Movements (wanting to improve conditions) wanted to clean up cities and make 
lives of workers in cities better; secret ballot; the direct election of Senators, primaries, 
regulation of public utilities, eliminate child labor, and set up a free public education system. 

 
51. Industrialization greatly expanded agricultural production and railroads enabled farmers to 

sell their surplus (extra supplies).  But as production soared, farm prices went down, and 
railroad shipping prices increased.  More farmers had to borrow money. 
 

52. By the 1870s, a national farmers’ organization called the Grange, began lobbying state 
government to cap railroad rates and grain-storage prices. 
 

53. The failure of the Grange laws to keep railroad monopolies in check led to the federal 
government to pass the Interstate Commerce Act in 1887. 
 

54. An economic downturn (bad times) in the late 1880s led farmers once again to seek political 
solutions.  This time they formed farmer’s alliance, groups that hoped to pressure 
governments into helping famers. 
 

55. Populists (of the people) wanted help the farmers; call for increase in money supply to create 
higher farm prices and government ownership of railroads increased restrictions on railroad 
companies, an 8-hour workday, a progressive income tax, and direction election of Senators 
 

56. By the close of the 19th century, the idea of a virtually limitless source of farmland was no 
longer a reality. 
 

57. The conditions faced by immigrant works and their families might have gone unnoticed if it 
hadn’t been for the media publications read all over the country. 
  



58. Reporters for magazines such as McClure’s and Cosmopolitan uncovered criminal activity in 
government, unhealthy factory conditions, unsafe food production methods, and other 
scandals. 

 
59. Muckrakers: Journalists who exposed unsafe conditions or corruption (Ida Tarbell, Upton 

Sinclair,  Jacob Riis, and Thomas Nast) 
 

60. Triangle Shirt Waist Factory Fire—1911, New York City—killed 146 workers, mostly young 
immigrant women 

 
61. Settlement Houses—concerned for the welfare of children, offered social services to 

improve life in poor neighborhoods 
 

62. Hull House: The most famous settlement house was founded in Chicago in 1889 by Jane 
Adams and Ellen Gates Starr—lobbied for child labor and protection laws, and worked to 
develop trade unions, welfare programs, and women’s suffrage (voting rights) and were 
active in the new immigrant communities 
 

63. Reformers saw education as way to raise people out of poverty, as well as unity the nation’s 
diverse peoples—compulsory school attendance; Education was no longer only for those 
who could afford it. 
 

64. Political leaders began to consider enacting regulation that would monitor businesses and 
conduct in the marketplace and influence prices and practices. 
 

65. Interstate Commerce Act—created in 1887 to protect railroad customers from unfair 
practices; required railroads to charge fair rates, to publicize their rates, and to provide 
advance notice of any rate changes 
 

66. In 1890, the Sherman Antitrust Act was passed to cope with the problems of monopolies 
 

67. Theodore Roosevelt: progressive president who introduced anti-trust laws to break up 
monopolies (Sherman Anti-Trust; trust-busting), and laws to ensure the purity of foods and 
drugs (Food, Drug, and Meat Inspection Acts); he also regulated interstate railroad rates and 
created Forest Service and the National Conservation Commission designating public lands 
as national parks and forests, 
 

68. Roosevelt saw the United States as a world power and helped to build 
 

69. Woodrow Wilson introduced a graduated income tax, the Federal Reserve System, and new 
federal laws to restrict the use of child labor 
 

70. 16th Amendment: Income Tax 
 

71. 17th Amendment: Direct Election of Senators 
 

72. 18th Amendment: outlawed the sale of alcohol and ushered in Prohibition 
 



 
 


