
In the late nineteenth century, the United States experienced perhaps the fastest and 
most far-reaching economic revolution in history. Abundant natural resources, a 
growing labor supply and market for manufactured goods, and new capital for 
investment all fostered massive economic expansion. The federal government also 
spurred industrial and agricultural development by enacting tariffs protecting U.S. 
industry from foreign competition, giving land to railroads, and using the army to 
remove Indians from western lands wanted by farmers and mining companies.

Every region except the South saw a rapid expansion of manufacturing, mining, and 
railroad construction, ending an earlier America based on small farms and artisan 
workshops. By 1913, the United States produced a third of the world’s entire 
industrial output. Half of all industrial workers labored in plants with more than 250 
employees. By 1890, two-thirds of Americans worked for wages, making dreams of 
economic independence—owning a farm or workshop—unattainable for most. 
Between 1870 and 1920, a new working class developed, with 11 million Americans 
moving from farm to city and 25 million immigrating from overseas. Most new jobs 
were in industrial cities, whose rapid growth was best symbolized by New York, a city 
whose banks and stock exchange financed railroads, mines, and factories, thus 
sponsoring industrialization and westward expansion. The Great Lakes region was the 
center of industrialization, with iron, steel, machinery, chemicals, and food 
production in large cities like Pittsburgh and Chicago and countless smaller cities.
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Railroads enabled the “second industrial revolution.” Private investment and huge 
grants of land and money by federal, state, and local governments tripled the number 
of miles of rail between 1860 and 1880 and tripled it again over the next forty years. 
This opened vast new areas to commercial farming and created a national market for 
manufactured goods. By the 1890s, five transcontinental railroad lines carried 
western mine, farm, ranch, and forest products to markets in the East, which in turn 
made factory goods for the West. Railroads were so critical to economic growth and 
the national market that financial crisis in the rail industry directly shocked the entire 
national economy.

An expanding population became an ever-larger market for mass production, mass 
distribution, and mass marketing of goods, all of which are the basis of a modern 
industrial economy. National brands, national stores, and mail-order firms, such as 
Sears, Roebuck & Co., emerged for the first time.
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Extraordinary technological innovations helped quicken communications and economic expansion. 
Telegraph lines crossed the Atlantic to Europe, and the telephone, typewriter, and handheld camera 
began to be used in the 1870s and 1880s. Thomas A. Edison’s inventions, such as the phonograph, 
light bulb, and motion picture, revolutionized private life, public entertainment, and economic activity. 
Edison also created systems for distributing electric power, and soon entire cities had electricity for 
homes, factories, and streetcars. Electricity enabled industrial and urban growth by providing a more 
dependable and useful source pf power than water or steam. The newly invented electric motor 
harnessed the power of this innovation for industry and households.

Economic growth was remarkable but quite volatile. With markets inundated by goods and federal 
monetary policies that removed money from the national economy and reduced prices, a series of 
severe economic recessions and depressions occurred, notably in the 1870s and 1890s. Businesses 
competed ruthlessly. To stabilize prices and profits, railroads and other companies formed “pools” to 
divide markets and fix prices and “trusts” that allowed a single director to manage the affairs of 
several competing companies. But the drive to compete often quickly disintegrated such schemes. 
Competition led some firms to control their entire industry by buying out the competition. Economic 
concentration culminated in the great merger wave from 1897 to 1904, in which 4,000 companies 
were incorporated into larger corporations that served national markets and thus wielded immense 
power. Giant corporations appeared, such as Standard Oil, International Harvester, and U.S. Steel, 
which was formed in 1901 by financier J. P. Morgan out of eight large steel firms.

The Bessemer process was the first inexpensive industrial process for the mass-production 
of steel from molten pig iron. The process is named after its inventor, Henry Bessemer, who took out a 
patent on the process in 1855. (Pig iron is the intermediate product of smelting (with intense head 
and chemicals) iron ore (the rocks taken from the grouns) with a high-carbon fuel such as coke (sort of 
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like charcoal), usually with limestone
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Electrical system

1000 patents

Made contributions to invention of the telegraph, telephone, phonograph, light, 
electric power, electric chair, concrete construction, motion pitcures

Installed network of electricity in 1882 in lower Manhattan (for rich guys houses at 
first).

In Menlo Park – assembled a team of mechanics and craftsmen and scientists and 
mathematicians – tested the electric chair on an elephant
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1882 – 1 electric power plant

1902 – 2,250
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The phonograph was developed as a result of Thomas Edison's work on two other 
inventions, the telegraph and the telephone. In 1877, Edison was working on a 
machine that would transcribe telegraphic messages through indentations on paper 
tape, which could later be sent over the telegraph repeatedly. This development led 
Edison to speculate that a telephone message could also be recorded in a similar 
fashion.

http://memory.loc.gov/ammem/edhtml/edcyldr.html
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A dictation machine is a sound recording device most commonly used to 
record speech for later playback or to be typed into print. It includes digital voice 
recordersand tape recorders.

Alexander Graham Bell and his two associates took Edison's tinfoilphonograph and 
modified it considerably to make it reproduce sound from wax instead of tinfoil. They 
began their work at Bell's Volta Laboratory in Washington, D.C., in 1879, and 
continued until they were granted basic patents in 1886 for recording in wax.
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The Frenchman Louis Lumiere is often credited as inventing the first motion picture 
camera in 1895. But in truth, several others had made similar inventions around the 
same time as Lumiere. What Lumiere invented was a portable motion-picture 
camera, film processing unit and projector called the Cinematographe, three 
functions covered in one invention.

The Cinematographe made motion pictures very popular, and it could be better be 
said that Lumiere's invention began the motion picture era. In 1895, Lumiere and his 
brother were the first to present projected, moving, photographic, pictures to a 
paying audience of more that one person.

The Lumiere brothers were not the first to project film. In 1891, the Edison company 
successfully demonstrated the Kinetoscope, which enabled one person at a time to 
view moving pictures.

http://inventors.about.com/library/inventors/blmotionpictures.htm
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ASSEMBLY LINE by the 19-teens (1915ish)
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Ford’s 5 dollar day was intended to reduce turnover (ie workers quitting) and to get 
the pre-industrial immigrant labor force to behave like good little middle class 
Americans (that technically would make Ford and his 5 dollar day idea a Progressive 
idea)
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When people hear the phrase "survival of the fittest" they are likely to think of the 
great biologist Charles Darwin. The phrase in fact appears to have been coined by a 
contemporary of Darwin's, the philosopher Herbert Spencer.

Spencer thought of evolution as involving much more than biology. 

He used Darwin’s theories about nature (i.e. natural selection, the weak don’t adapt 
and therefore don’t survive) and applied them to the business and social world (rich 
as evidence of superiority and poverty as sign of weakness and inability to adapt)

This was (and is) a uniquely American strand of thought, and leads to certain beliefs 
such as:

1) Shouldn’t restrict business with rules and regulations because that would be 
messing with nature and punishing those who deserve rewards

2) Shouldn’t help the poor because that would be messing with nature – that would 
make them permanently dependent, they would never get off their butts and 
work hard
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In his lectures and writings, Sumner became one of the leading proponents of laissez-
faire economics and Social Darwinism, opposing all government efforts to regulate 
business or to combat social inequality. As one historian summarized this worldview, 
"Inequality, expressed in the ability of some men to accumulate substantial wealth by 
frugal living and hard work, was for him the mainspring of material progress in a 
society of open competition." He criticized welfare programs for foolishly disrupting 
this rightful distribution of wealth and unfairly burdening what he called "the 
forgotten man," the autonomous citizen who worked hard and pulled his own 
weight. Remember the assumption of Social Darwinists – that the poor person is 
solely to blame for poverty (i.e. argues they made a choice to be lazy) and ignores 
sociological factor (such as upbringing, opportunities and other social factors).
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A monopoly is a company that owns all parts of a business and a trust is different 
companies that meet to reduce competition and form prices within the same range.

A trust was an arrangement by which stockholders in several companies transferred 
their shares to a single set of trustees. In exchange, the stockholders received a 
certificate entitling them to a specified share of the consolidated earnings of the 
jointly managed companies. The trusts came to dominate a number of major 
industries, and were, in effect,monopolies.

A monopoly is a situation in which there is a single supplier or seller of a good or 
service for which there are no close substitutes. Economists and others have long 
known that unregulated monopolies tend to damage the economy by (1) charging 
higher prices, (2) providing inferior goods and services and (3) suppressing 
innovation, as compared with a competitive situation (i.e., the existence of 
numerous, competing suppliers of the good or service).
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The most infamous of the trusts was the Standard Oil Trust, which was formed in 
January, 1882. At that time, Standard Oil and its affiliates controlled more than 90 
percent of the oil refining capacity and most of the oil marketing facilities in the U.S. 
Trusts were also established in numerous other industries, some of the largest of 
which were sugar, tobacco, railroads, steel and meatpacking.

The idea of the trust was conceived by Samuel Dodd, an attorney for Standard Oil. In 
the case of this company, a board of trustees was set up and it was given control of all 
of the Standard Oil properties. Every stockholder received 20 trust certificates for 
each share of Standard Oil stock. All profits from the component companies were 
sent to the nine trustees, who set the dividends. The nine trustees also selected the 
directors and officers of all the component companies. This allowed Standard Oil to 
function as a monopoly.

Trusts used a number of techniques to eliminate competitors, including (1) buying 
them out, (2) temporarily undercutting their prices, (3) forcing customers to sign 
long-term contracts (4) forcing customers to buy unwanted products in order to 
receive the products they wanted and (5) dispatching thugs to use intimidation and 
violence when all other means of persuasion failed.
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With no personal or corporate income taxes, some businessmen accumulated massive wealth and 
economic power. One such “captain of industry” was Andrew Carnegie, who emigrated from Scotland 
as a teenager and labored as a factory worker and telegraph operator before he used a position with 
the Pennsylvania Railroad to build a steel empire. During the 1870’s depression, Carnegie built a 
“vertically integrated” steel company—one that controlled every stage of production, from raw 
materials to transportation, manufacturing, and distribution. By the 1890s, Carnegie dominated the 
steel industry and amassed a fortune of hundreds of millions of dollars. His steel factories at 
Homestead, Pennsylvania, were the most technologically advanced in the world. Although Carnegie’s 
upbringing instilled in him a commitment to democracy, social equality, and charity, he ran his 
factories ruthlessly.

More associated with extraordinary wealth was John D. Rockefeller, who rose from being a merchant 
clerk to oil industry titan. Through cutthroat competition he ruined rival oil companies, arranged deals 
with railroads, and fixed prices and production. He mastered “horizontal integration,” in which one 
firm acquires competing firms, but soon established a vertically integrated company, too, a monopoly 
that controlled the drilling, refining, storage, and distribution of oil. By the 1880s, Rockefeller’s 
Standard Oil Company controlled 90 percent of America’s oil industry.

Such figures and their wealth attracted the admiration and resentment of many Americans. While 
many rose from modest circumstances, their wealth, and their methods for treating workers and 
conducting business alienated many Americans, who thought their unregulated actions eroded 
political and economic freedom and damaging democracy. In Wealth against Commonwealth, his 1894 
exposé of Standard Oil’s manipulation of markets and bribery of legislators, Henry Demarest Lloyd 
wrote that “liberty and monopoly cannot live together.”
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The drive for mergers and monopolies that HURT competition

Vertical integration – controlling the entire process from raw material to the consumer

Horizontal integration – merger with other companies – e.g john d rockefeller (Standard Oil)  bought 
his competitors to keep up his prices

TRUST – shareholders of all member companies exchanged their stock for certificates in a Trust (e.g. 
Standard Oil Trust)

POOL – big businesses got together and agreed on prices and turf
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Corporations initially were for public good – need to gain a charter and prove their 
value to the community, could not own stock in other companies, nor could they 
dispose of their assets without the unanimous consent of the shareholders 
(stockholders)

NJ passed laws in the 1890s that allowed all this – corporations came

Small businesses complained that it was unfair – the corporations received gov. help, 
and their size gave them a huge advantage (i.e. could use shade practices to gain) 
MANY FEARED THAT OUR LIFE AND GOV. WOULD BE CONTROLLED BY THESE 
BUSINESSES

LED TO SHERMAN ANTI TRUST ACT – IF IT RESTRAINED COMPETITION, IT WAS 
ILLEGAL

31



When were mergers most frequent?
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In 1881, Morgan's house became the world's first electrified residence, when Thomas Edison wired the 
structure with incandescent lights 

In 1892, Morgan arranged the merger of Edison General Electric Company with the Thompson-
Houston Company as General Electric, which, with competition again eliminated, became wildly 
profitable.

In 1901, Morgan began orchestrating the mergers that led to the formation of US Steel, 

After cornering the market with secretive purchases of Northern Pacific stock that left many Wall 
Street financiers insolvent, he established the Northern Securities Company as a holding company for 
his several railroad firms, but Northern Securities became the first company brought down by 
President Theodore Roosevelt's enforcement of the Sherman Anti-Trust Act.

In the financial panic of 1907, however, Morgan made millions more with the purchase of Moore & 
Schley, a brokerage house deemed too big to be allowed to fail. 

Morgan, though, only rescued that firm after receiving assurances from Roosevelt that there would be 
no anti-trust objections, and the purchase gave Morgan even greater control of the railroad industry. 

His last few years were complicated by a Congressional investigation into his business practices, 
including his effective control of interlocking boards of directors across hundreds of businesses.
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Frederick Winslow Taylor (March 20, 1856 – March 21, 1915) was an American 
mechanical engineer who sought to improve industrial efficiency. He is regarded as 
the father of scientific management and was one of the first management 
consultants. Taylor considered his plan and methods as an answer to the “labor 
problem” (i.e. capital and labor didn’t get along).

Frederick W. Taylor was the first man in recorded history who deemed work 
deserving of systematic observation and study. 

Taylor thought that by analyzing work, the "One Best Way" to do it would be found. 
He is most remembered for developing the time and motion study. He would break a 
job into its component parts and measure each to the hundredth of a minute. One of 
his most famous studies involved shovels. He noticed that workers used the same 
shovel for all materials. He determined that the most effective load was 21½ lb, and 
found or designed shovels that for each material would scoop up that amount. 

He resented workers (even though he was formerly one of them) and hated their 
usage of strikes.  His methods helped the MANAGERIAL REVOLUTION in which a huge 
management class developed in the early 20th century, thereby contributing to the 
loss of power of the workers.
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Image demonstrates the viewpoint of the workers … how?

The benefits of economic expansion were distributed highly unevenly. For a few 
workers, including skilled workers with some control over production processes such 
as miners and iron and steel workers, high wages were the norm. Most industrial 
workers, however, had semi-skilled jobs that required only managing a machine. 
These workers had no control over production and were easily replaced and 
dismissed during a strike or economic downturn. Regular and prolonged 
unemployment became widespread for these workers, some of whom became 
“tramps,” taking to roads and rail to search for employment. Though American 
workers earned more than their European counterparts, work was more dangerous in 
the United States. And because of the high unemployment and use of public and 
private police, most strikes in America failed. Many workers were extremely poor and 
relied on family to survive.

Class divisions became more visible in this period as more Americans became middle 
class and very wealthy. The rich began to retreat to their own neighborhoods and 
built fantastic mansions and estates in the cities and countryside. A growing number 
of urban middle-class professionals, office workers, and small businessmen moved to 
urban and suburban neighborhoods and used new streetcars and commuter railways 
to get to central business districts. By 1890, the richest 1 percent of Americans 
received the same total income as the bottom half of the population and owned 
more property than the remaining 99 percent. Many wealthy Americans 
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conspicuously consumed an aristocratic lifestyle of luxury goods, exclusive clubs, 
colleges, and social events. Not far from the homes of the wealthy were the slums of 
the urban poor. The difference between the two worlds was captured in Matthew 
Smith’s 1868 best-seller, Sunshine and Shadow in New York, which began with an 
engraving contrasting a $2 million dollar mansion with the slums. Two decades later, 
Jacob Riis published a book of photographs, How the Other Half Lives, documenting 
the poor’s wretched existence in New York City. 
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What is this cartoon arguing?
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Many called these business magnates “robber barons” after German nobles who 
would charge a toll to pass their castle on the Rhine River in Germany.  The business 
magnates would argue that they were “industrial statesmen” – who do good things 
like build schools, hospitals, and give to charity.
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Vanderbilt said in an interview with the Chicago Daily News on October 9, 1882, "The 
railroads are not run for the benefit of the 'dear public' — that cry is all nonsense —
they are built by men who invest their money and expect to get a fair percentage on 
the same." In 1883, when questioned by a reporter about the discontinuance of a 
fast mail train popular with the public, he declared: "The public be damned!... I don't 
take any stock in this silly nonsense about working for anybody but our 
own."{Interview, Chicago Daily News, October 9, 1882}
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"I say that you ought to get rich, and it is your duty to get rich.... The men who get 
rich may be the most honest men you find in the community. Let me say here clearly 
.. . ninety-eight out of one hundred of the rich men of America are honest. That is 
why they are rich. That is why they are trusted with money. That is why they carry on 
great enterprises and find plenty of people to work with them. It is because they are 
honest men. ... ... I sympathize with the poor, but the number of poor who are to be 
sympathised with is very small. To sympathize with a man whom God has punished 
for his sins ... is to do wrong.... let us remember there is not a poor person in the 
United States who was not made poor by his own shortcomings. ..."
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Andrew Carnegie

Carnegie donated most of his money to establish many libraries, schools, and 
universities in the United States, the United Kingdom, Canada and other countries, as 
well as a pension fund for former employees.

By the 1890s, the company was the largest and most profitable industrial enterprise 
in the world. Carnegie Steel Company. Carnegie sold it in 1901 for $480 million to J.P. 
Morgan, who created U.S. Steel. Carnegie devoted the remainder of his life to large-
scale philanthropy, with special emphasis on local libraries, world peace, education 
and scientific research. His life has often been referred to as a true "rags to riches" 
story.
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The Munn case allowed states to regulate certain businesses within their borders, 
including railroads, and is commonly regarded as a milestone in the growth of federal 
government regulation.

This case involved the famous opinion delivered by Chief Justice Morrison Remick 
Waite (1816–1888). In it, he upheld legislation proposed by the National Grange to 
regulate the rates of railroad owned grain elevators (Chicago), declaring that business 
interests (private property) used for public good be regulated by government.

-------------------------------------------------------------------------

Wabash, St. Louis & Pacific Railway Company v. Illinois, (1886), also known as 
the Wabash Case, was a Supreme Court decision that severely limited the rights 
of states to control interstate commerce. It led to the creation of the Interstate 
Commerce Commission, whereby the national government kept a closer eye on 
interstate commerce.

The Interstate Commerce Commission (ICC) was a regulatory body created by 
the Interstate Commerce Act of 1887, which was signed into law by President Grover 
Cleveland.
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The creation of the Interstate Commerce Commission was the result of widespread 
and longstanding anti-railroad agitation. Western farmers, specifically those of 
the Grange Movement, were the dominant force behind the unrest, but Westerners 
generally — especially those in rural areas — believed that the railroads possessed 
economic power that they systematically abused. A central issue was rate 
discrimination between similarly situated customers and communities. Other potent 
issues included alleged attempts by railroads to obtain influence 
over city and state governments and the widespread practice of granting free 
transportation in the form of yearly passes to opinion leaders (elected officials, 
newspaper editors, ministers, and so on) so as to dampen any opposition to railroad 
practices.

Various sections of the Interstate Commerce Act banned "personal discrimination" 
and required shipping rates to be "just and reasonable."

--------------------------------------------------

The Sherman Antitrust Act was the first measure enacted by the U.S. Congress to 
prohibit trusts (or monopolies of any type). Although several states had previously 
enacted similar laws, they were limited to intrastate commerce. The Sherman 
Antitrust Act, in contrast, was based on the constitutional power of Congress to 
regulate interstate commerce. It was passed by an overwhelming vote of 51 to 1 in 
the Senate and a unanimous vote of 242 to 0 in the House, and it was signed into law 
by President Benjamin Harrison.

In 1890, the United States Congress enacted the Sherman Antitrust Act, an attempt 
to curb concentrations of economic power that significantly reduced competition 
between businesses. One of its two main provisions outlawed all trade combinations 
or agreements that severely restricted trade between states or with foreign powers. 
The second outlawed any attempts to monopolize trade within the United States. 
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Are today’s corporations modern day robber barons?  
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