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AMERICAN ECONOMIC HISTORY SINCE 1865

I.
Introduction

A.
The Economy and Economic History


1.
What is history?


2.
What is economics?


3.
Economic theory and explanation



a.
neoclassical



b.
heterodox


4.
History, economic theory, and economic history



a.
what is being explained and how



b.
digression into the history of economic history

B.
Explanation and Narrative in Economic History

1.
Nature of neoclassical explanation—not a historical narrative; examples from the book


2.
Nature of a heterodox explanation


3.
What is to be explained



a.
examples from the book



b.
what is to be explained in the class

C.
Markets and the Problems of Control and Stability


1.
Business enterprise – organization and motivation


2.
Pricing and prices



a.
costing and pricing



b.
prices, pricing, properties of prices, profit mark up


3.
Investment


4.
Market and the Business Enterprise



a.
market as a social structure




i.
legal components




ii.
social components




iii.
social network



b.
market defined

5.
Structure of Market Demand, the Business Enterprise, and the Market


a.
market demand:  consumer, industrial, government, and exports


b.
differential prices and fluidity of market shares

c.
relationship between market price and market sales


d.
sequential production and the market price


e.
sequential production, reproduction, and the market price

6.
Competition, the market price, and market governance


a.
factors causing price instability


b.
competition


c.
market governance defined


d.
market governance and social network


e.
market governance, government regulation and deregulation


f.
market governance as restrictive trade practices
II.
The Economy and the Search for Order, 1870 - 1890
A.
Overview of the Economy and Society, 1870 - 1890


1.
Society



a.
emergence of industrial cities and all that entails



b.
problems with rural communities - and rural migration



c.
little national government concern about particular social issues



d.
labor unrest




i.
The great Labor Uprising of 1877




ii.
Haymarket and the anarchists


2.
Economy



a.
prior to 1840 traditional/small scale enterprises in production and 




commerce



b.
1840 - 1870s beyond laying the technological basis for national 




marketing and large scale production



c.
emergence of mass distribution and large-scale production




i.
factories emerge with factory discipline; wages become 





administered

ii. different organization and management of the enterprise 


needed




iii.
cost accounting developments (costs, depreciation, costing, 





pricing, business income, going concern) and relationship 





between costs and prices firmly established



d.
large-scale production




i.
creating specialized machines to do the work




ii.
substituting machines for skilled manual labor




iii.
interchangeable parts




iv.
banks of specialized interconnected machines to produce 





goods




v.
need for standardization as basis for large-scale production




vi.
emergence of competition


3.
Law



a.
needs to deal with rising national markets



b.
needs to deal with the emergence of large enterprises




c.
needs to deal with labor unions



d.
needs to deal with restraints of trade


e.
needs to deal with the emerging social unrest and instability
B.
Competition and Order:  Trade Associations, Pooling, and Cartels

1.
Introduction:  What are trade associations
a.
Define/describe trade association

b.
Organization



i.
Legal



ii.
Informal

c.
Management

d.
General activities



i.
Representational activities



ii.
Trading and commercial activities

e.
Regulating market activities



i.
Price-fixing; price reporting – open price associations



ii.
Quota systems



iii.
Resale price maintenance



iv.
Other restrictive trade practices




(1)
Collective boycott




(2)
Exclusive dealings




(3)
Rebates

f.
Some issues about trade associations



i.
Restrict output/raise prices



ii.
Unstable – liable to fail because members cheat on prices



iii.
Protect inefficient enterprises



iv.
Only inefficient enterprises want trade associations



v.
Trade associations are inefficient and threat to the public


2.
Price fixing trade associations



a.
Example:  The Gunpowder Trade Association


b.
Example:  American Wholesale Hardware Trade Associations

3.
Pooling associations


a.
output or traffic division pooling associations


b.
output curtailment pooling associations


c.
territorial division pooling associations


d.
joint sales pooling associations – Michigan Salt Association

4.
Cartels


a.
Example:  Gunpowder Trade Association


b.
Example:  Southern Pine Lumber Manufacturers’ Association


c.
Example:  Cotton Textiles Association,1865 - 1900

5.
Economic and legal Basis for the Poor Performance of Trade Associations


a.
economic basis


b.
legal basis
C.
Competition and Order:  Railroads and Government Regulation

1.
Building Interdependency
2. Competition and Cartels
3.
Regulation and Cartels



a.
solutions to cartels weakness:  system building and political



b.
possible political solutions



c.
Interstate Commerce Act, 1887



d.
ICC and cartel rate fixing associations

D.
Competition and Order:  Large Enterprise Competition and Trusts


1.
Large Enterprises


a.
emerge via growth and vertical integration



b.
emerge via problems with associational activities and horizontal 



merger



c.
legal problems facing the large enterprise


2.
Trust



a.
legal form



b.
trusts in action
E.
Competition and Order:  Law and Competition Before the Sherman Act


1.
Restraint of Trade


a.
agreements for the restraint of trade


b.
rule of reason


2.
Restraint of Trade and Trade Associations


3.
Restraint of Trade and Trusts

4.
Other Legal Obstacles to the Growth of the Large Business Enterprise



a.
law and the national market



b.
state corporation law


c.
public regulation and the law
III.
The Search for Order:  The Emergence of Corporate Capitalism, 1890 - 1920
A.
Overview of the Economy and Society, 1890 - 1920


1.
Corporate capitalism enters public discourse to achieve their objectives.


2.
Labor - Radical



a.
Homestead Strike - 1892:  Carnegie breaks skill labor Union.



b.
Coeur d'Alene, Idaho - 1892:  broken




i.
Western Federation of Miners




ii.
radicalism



c.
Pullman strike - 1894:  failed



d.
Emergence of AFL - conservative labor and radical labor:  




conservatives work with business, radicals do away with business



e.
1902 anthracite coal strike - use of state power to support coalition 

of conservative unions and corporations for idea of collective bargaining and peaceful settlement of labor-management differences.



f.
1905 - Industrial Workers of the World (IWW)



g.
Crushing of the IWW and radical labor 1917 - 1918



h.
Labor as of 1920


3.
Progressive Movement


4.
Economics and economists:  emergence of economics as a profession, 

developments in marginalist economic theory, and institutionalism


5.
Technocratic bargain and profession legitimacy:  economists, other social 

scientists, and social workers


6.
Economy



a.
administrative consolidation within the business enterprise:  




administration and control; and developments in cost accounting



b.
emergence of the corporate enterprise



c.
emergence of mass production and the loss of worker control:  




fordism.

B.
Sherman Act


1.
Background to the Sherman Act

2.
Content of the Sherman Act

C.
Sherman Act, Trade Associations, and Open Price Associations, 1890 - 1920


1.
Sherman Act and Trade Associations, 1890 - 1897

2.
Sherman Act and Trade Associations, 1897 - 1899


3.
Sherman Act and Trade Associations, 1899 – 1903 and After


4.
Response to the Sherman Act – Open Price Associations



a.
background


b.
defined


c.
purpose


d.
structure and reporting



e.
cost accounting



f.
example:  Yellow Pine Manufacturers’ Association and Southern 




Pine Association


5.
Open Price Associations and Basing Point Pricing

D.
Sherman Act, the Great Merger Movement, and the Trust Question, 1890 - 1904


1.
Transformation of the American Economy

2.
Economic Basis for the Great Merger Movement



a.
depression and price cutting



b.
manufacturing and merging



c.
railroads and self-sustaining systems

3.
Legal Basis of the Great Merger Movement 

E.
Sherman Act, the Trust Question, and the Emergence of Corporate Capitalism


1.
Legal Challenge to the Large Business Enterprise and Corporate 



Capitalism

2.
Trust Question and Public Policy


3.
Foundation of Corporate Capitalism


a.
legal foundation



b.
emergence of large enterprise competition



c.
regulatory framework

F.
Sherman Act, Regulation, Laws and the Market Price


1.
Federal Reserve System


2.
Laws and Market Control
IV.
The Search for Order:  Stability and Crisis for Corporate Capitalism, 1920 - 1940

A.
Overview of the Economy and Society, 1920s

1.
Labor in the 1920s - decline of radical labor and the AFL


2.
Society in the 1920s



a.
immigration problem - unAmericans



b.
urbanization and the KKK



c.
Prohibition



d.
competing political visions




i.
existing status quo - small government etc.:  private 





planning activities and Fordism




ii.
government should be more responsive:  (a) government 

should transfer a larger portion of the spending decisions to the public sector for the good of the system (Foster and Catchings) since the private sector was unable to produce the spending decisions needed for sustained growth and continued social progress; (b) government should enforce the antitrust laws so that enterprises become small again; and (c) economic planning - both national and local.




iii.
political right:  ideal community in harmony 50 years ago 





and no aliens - Fascism.




iv.
political left:  communists, American collectivists 





commonwealth, syndicalist-technocratic, technocracy.


3.
Economy in the 1920s



a.
cyclical fluctuations



b.
industry declines and cycles




i.
coal




ii.
oil




iii.
farming




iv.
textiles




v.
housing




vi.
other



c.
modern corporation and corporate finance



d.
stock market behavior




i.
redistribution of income




ii.
real estate speculation, etc.




iii.
Wall Street


4.
Business Enterprise and Long Range Planning



a.
long range planning and ownership:  private ownership, 




speculators, and management



b.
financing long range plans:  internal financing and external 




financing



c.
strategy and structure



d.
developments in cost accounting and management accounting

B.
Stability, Planning, and Corporate Capitalism, 1920 - 1929


1.
Waste and Planning for Corporate Capitalism in the 1920s


2.
Hoover’s Model of the Economy


a.
information



b.
countercyclical public works



c.
indicative planning



d.
monetary policy



e.
high wages to boost demand.



f.
technique of balance


3.
Technocratic and Ideological Support for Corporate Capitalism



a.
social scientists



b.
vision of stablization



c.
conflicts with the vision

C.
Stability and Instability in the Large Modern Corporation

1.
Price Leadership as the Dominant Form of Market Governance for the 

Large Modern Corporation

2.
Forms of Price Leadership


a.
Dominant enterprise price leadership


b.
Price leadership with trade association


c.
Price leadership with collusion

3.
Dominant enterprise price leadership


a.
characteristics of the enterprise



(1)
market share large



(2)
large with respect to other enterprises



(3)
cost advantage



(4)
access to capital markets



(5)
easy access to borrowing

4.
Determining the Market Price

5.
Appearance of Dominant Enterprises

6.
Stability of the Form of Market Governance 


a.
economic



(1)
costs



(2)
competitive strategy




(a)
first mover strategy




(b)
barriers to entry and growth




(c)
build capacity


b.
legal stability


7.
Problems with Market  Instability
D. Threats to Stability:  Government Regulation, Antitrust Laws, and the Trade 


Association Issue, 1920 - 1932


1.
Adoption of Open Price Associations



a.
case study:  Wool Institute



b.
case study:  Cotton Textile Institute

2.
Success of Open Price Associations


3.
Open price Associations and the Courts

4. Relaxation of the Federal Antitrust Policy as a Goal of the Business 


Community, 1918 - 1933


5.
Unstable Market and the Search for Federal Regulation:  Oil, 1920 - 1932
E.
Depression and Instability:  A Crisis for Corporate Capitalism and the New Deal, 

1929 - 1939


1.
Data


2.
Hoover's attempt at stabilizing the economy.



a.
1929 - 1930



b.
1931



c.
1931 - 1932


3.
By 1933, capitalism was in serious crisis and American turned to 



Roosevelt to get them out of it.

F.
Explanations of the Great Depression and the Political Response


1.
Financial Explanations

2.
Market Explanations


a.
traditional arguments


b.
purchasing power, distribution, and monopoly explanation 



b.
administered price thesis

3.
Investment Explanations



a.
Keynes’s arguments


b.
Hansen’s stagnation thesis

4.
Investment-Administered Price Explanation


5.
Political Response to the Depression

G.
Re-establishing Stability I:  National Industrial Recovery Administration and the 

Agricultural Adjustment Administration


1.
Reorganizing the Economy



a.
National Industrial Recovery Act


b.
Agricultural Adjustment Act

2.
National Recovery Administration



a.
industry/market organization under the NRA



b.
uniform methods of cost finding



c.
open prices



d.
success of the NRA



e.
case studies




i.
Southern Pine Association




ii.
machine tool and forging machinery industry



iii.
Cotton Textile Institute


f.
trade association activities after the NRA




i.
price exchange, statistical programs, and the market price




ii.
Federal Trade Commission and trade association activity


3.
Agricultural Adjustment Administration



a.
agricultural before the New Deal



b.
problems with getting out of the farm crisis

H.
Re-establishing Stability II:  Government Regulation


1.
Regulation



a.
define



b.
private interest explanations



c.
public interest explanations



d.
regulatory capture


2.
Role of government and politics in legal form


3.
Market price determination


4.
Laws and the market price



a.
market control



b.
restrictions on price competition



c.
restrictions on price determination

`
5.
Government Regulation in the New deal

6.
Civil Aeronautics Board

7.
Oil and the Interstate Oil Compact Commission

8.
National Bituminous Coal Commission
9. Securities and Exchange Commission

10.
Banking Reform under the New Deal

I. Re-establishing Stability III:  From Multi-Industry Planning to Keynesian 

Planning and Competition Policy


1.
Background:  Hoover and Economic Planning


2.
G. C. Means and Multi-Industry Planning


3.
National Resources Committee, the Keynesians, and National Economic 



Planning


4.
The Emergence of Fiscal Policy under Roosevelt



a.
1932 - liberating fiscal policy



b.
1933 - 1936 - fiscal drift



c.
1937 - 1940 - the ascendancy of fiscal policy


5.
Keynesian Revolution and National Economic Planning

V.
Order and Stability in the American Corporate Commonwealth, 1940 - 1970

A.
Overview of the Economy and Society, 1940 - 1970

B.
Development of the Diversified and Multi-National Corporate Enterprise

C.
Role of Government Economic Policy and Government Spending for Economic Stability

D.
Post-War Evolution of the Financial System

E.
Creeping Instability:  Inflation, Unemployment, and Import Penetration

