Chapter 18: The Rise of Industrial America, 1865-1900 
The Character of Industrial Change:

· Manufacturing after the war was dominated by: coal, technological innovation, search for new workers who could be controlled, intense competition, drop in prices, failure of money to keep up with production (restricted credit)

Railroad Innovations:

· Competition very intense between railroads—created distribution/marketing system, formed management structures

· Jay Gould (Union Pacific!) and others raised money for railroads from government subsidies, stocks, and bonds

· Used complex organizational methods, cost reports, and telegraphs to pioneer the field of corporate enterprising

Consolidating the Railroad Industry:

· Big railroad companies used Eastern/British bank money to take in smaller railroad companies to create huge networks

· Railroads were bigger than Federal gvmt—standardized equipment, divided country into time zones; were always in debt

· Used rate cuts, rebates. Interstate Commerce Act let the I.C. Commission oversee the practices of interstate railroads

· Bankers like J. Pierpont Morgan took over weakened system, fixed debt

Applying the Lessons of Railroads to Steel:

· Andrew Carnegie was the head of the western division of the Pennsylvania Railroad—cut costs, raised efficiency

· Started Carnegie Steel—used vertical integration (Control all aspects of production). J. Pierpont Morgan, owning Federal Steel, bought it out, creating the United States Steel Corporation

The Trust- Creating New Forms of Corporate Organization:

· Competition also with oil, salt, sugar, tobacco, meatpacking. All had to lower costs/prices, use new organizational methods

· Rockefeller was #1 oil entrepreneur (in Pennsy.) Standard Oil Company—cut costs, used vert. integration 

· Created Standard Oil Trust- replace verbal/nonlegalized agreements amongst companies to control prices/markets. It made an “umbrella corporation” that ran them all. Created an oligopoly, where a small # of people control prices

· Sherman Anti-Trust Act outlawed trusts/monopolies, but wasn’t specific enough on definitions, so there were loopholes

The Triumph of Technology:

· People didn’t know about the new technologies that stimulated industry—glassmaking, cigarettes, refrigerated train cars

· Instead saw ones that changed everyday life- Sewing machine, telephone, light bulb (Edison Illuminating Company, NYC)

Specialized Production:

· More specialized products (dresses, machines, furniture) made in small shops; used small batches and skilled labor

Advertising and Marketing:

· Overproduction exceeded demand, so companies turned to advertising/slogans to build customer loyalty and demand

Economic Growth- Costs and Benefits:

· Cons: Hurt working class (sweatshops, low pay, could be fired easily), the environment (water sources, air pollution)

· Pros: Labor-saving products, lower prices, and advances in transportation/communication

Obstacles to Economic Development:

· The South slowly industrialized due to:

· Lack of capital/failed banks/restrictions on new banks (national currency, need $50000 in capital)

· Merchants became bankers via crop lien, forced farmers into debt/kept as farmers=decreased labor supply

· Fed. Policies aimed at helping Northern industry (Protective tariffs, silver question, discriminatory railroad rates)

· Lack of capital weakened education system—many were illiterate, attendance was low

· Veterans’ pensions used up states’ money

The New South Creed and Southern Industrialization:

· Southern newspaper editor Henry W. Grady, Atlanta Constitution, championed the New South creed- resources/labor made it a perfect place for industry

· Offered tax exemptions for new business, used convicts/labor, gave land to railroads, sold rights to natural resources

· South filled with iron/steel mills- had resources, black workers. Lumbering/sap-collecting was #1 business in South

The Southern Mill Economy:

· Cotton mills located in the Piedmont region (backcountry South! Can I hear a YEE-HAW?!) (
· At first, sharecroppers/tenement farmers thought it would be their way out, but it was taken over by upper classes

· Used poor farming whites, but exploited them: long hours, low pay/pay in credits to company store- left them in debt

· Mills imported whole families, including children, to work. They kept gardens/animals to make ends meet

The Southern Industrial Lag:

· Industry slow due to lack of experience, work segregation, and a very unskilled labor supply (black and white alike)

· Uh, didn’t we read about this already… like “Obstacles to Economic Development”… ? I hate the Enduring Vision!

From Workshop to Factory:

· Before, skilled artisans would make shoes from beginning to end. After industrialization, unskilled workers did one part 

The Hardships of Industrial Labor:

· Big companies hired a subcontractor to manage its employees. A foreman from this company would supervise laborers

· Workers moved a lot, changed jobs, had low overall wages, and faced the risk of injury/illness from their work

Immigrant Labor:

· Immigrants from China, Canada, and Ireland took the most demanding/menial jobs

· Discipline was taught through temperance societies, Sunday schools, piecework system (pay for items made), housing

· Race was used to justify harsh treatment of immigrants (Southern Europeans, Jews, etc.), because they were “nonwhite”

Women and Work in Industrial America:

· Single women used factory work as an opportunity—don’t have to do domestic work/be a servant—granted independence

· Changes in agriculture and new immigrants sped up the employment of single women; office work became popular

Hard Work and the Gospel of Success:

· Horatio Alger wrote Ragged Dick, which was a “rags-to-riches” tale where poor boys became successful businessmen

· This dream was untrue—only upper class people made successful businesses: poor people had hard time moving up

Organizing Workers:

· When work conditions got intolerable, workers would walk off the job. This was called a wildcat strike

· Sylvis started the National Labor Union: supported 8-hour movement, currency reform, immigration restriction

· The Knights of Labor was a union that accepted everyone (except doctors, lawyers, etc.): equal women’s pay, no child/convict labor, progressive income tax, ban on Chinese immigration

· Congress passed the Chinese Exclusion Act, halting Chinese immigration from 1882-1943

· Skilled craftsmen formed the American Federation of Labor, with Samuel Gompers as leader (federation of separate trade unions)

Strikes and Labor Violence:

· Railroad strike of 1877 spread across the country, needed troops to stop it. 100 people ended up dead!!

· At the Homestead Strike (Carnegie Steel), managers cut wages to destroy the union. Ended with fight between private police and workers. Troops were sent to restore order

· Pullman Palace Car Company strike- led by Eugene V. Debs. Refused to work with Pullman cars, halting US mail. Debs was arrested, and federal troops crushed the strike

Social Thinkers Probe for Alternatives:

· People like Carnegie and Spencer cited Adam Smith: wanted laissez-faire (gvmt. shouldn’t control economy)

· William Graham Sumner wrote What Social Classes Owe to Each Other—applied Darwin’s theories to human society 

· Social Darwinism—people deserve what they get by how they act (drunks belong in the gutter)

· Ward, George (tax on unimproved yet profitable land), and Bellamy (wrote Looking Backward, future was perfect with government-run economy in 2000!) argued against laissez-faire and for a harmonious, peaceful society

· Karl Marx created Marxism: human actions and institutions are economically determined; class struggle is needed to create change; working class will replace capitalism with communism

