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Preface

f‘anmc HE DECADE Of the 1970s, Americans began to face up to new realities. Asa
people we became aware of the possible limits to our natural resources,-a seeming
- diminished world leadership role for theUnited States, and'continuing problems
concerning unemployment, energy, inflation, budget -deficits, and high interest
rates. At the beginning of the 1980s, these problems were still present to.one degree
.or-another,-and it seernéd unlikely that all would go away soon.

Still other changes.are in store:for the American economy. as we approach the
twenty-first century, and théy may well drastically. alter. the world of work as-we
have known it: It is already common knowledge that computerization and robotics
and other offspring of the silicon technology that dominates the néw electronics age
are underway, and.that basic industries-are declining while the service sectors are-
growing. . .

This réyision of a work publishéd a decade ag6 incorporates in the text, discus-
sion questions, and related student activities,. the-concerns of the early 1980 —in-

. cluding the state of the job market, sluggish productivity, and the changing fortunes -

of particulaf industries. It-also takes up such matiers as population trends, the rights

-of women and minorities, issues relatedto enérgy and to the environment; and space
exploration, as well as the persistence of nationwidé economic problems including
poverty, inflation, interest rates, and increasing budget,deficits: S

There has been great feriént:in the history proféssion in.the last two decades,
including an emphasis on social history. We touch-throughout on matters.that fe-
flect the intyoduction of new topics sich as changes in'families and households, :the -
new: laborhistory (which pits new émphasis-on the rank aid filk); the History. of
native Americans, and quantitative-history methods. Social history ‘is likely. to be
especially interesting to young people becaiise it deals with problems such as crime
and with: the -everyday activities—the patterns of work :and leisure—of ordinary -
people such as faétory workers and farimers. Since the “facts” of social history-may

. prove to be more easily digested at high schiool ages; students should also be able to
grasp the related concepts and géneralizations of both economics and history more
easily. ) - '

. After-the first edition of Téaching Economics ii American History was pub-
lished in 1973; the Master Curriculum:Guide in Economics for.the Nation's Schools
(MCG) came into general use. The guide consists of a volume on basic concepts in-

_economics and a.namber of Volumes:for use in-teaching spexific grade levels or
courses. They are-all published by the Joint Council on Economic Education. The
MCG provides standard guidelines with.which school systems can more easily inte-
grate economics into theéir courses-of study. One of the guides designed for use in
secondary schools is:United States History (Secondary) by James B. ONeill (1980,
115 pp). It contains an overview and rationale for. teachers as well as lessons that
show-how economics can-providé an analytic framework fof courses in American
history. Most 6f the economic coricepts emphasized are treated in leading textbooks
on American history for secondary schools, aid-the lessons are especially designed
to enhance student understanding of these concepts. The lessons in United. States
History cover different historical periods in order to illustrate a poséible develop-
mental sequence.
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How to Use This Book

~
-~

Tms BOOK xs:e;;dgo help teachers incorporate eco-

nomic facts, concepts, principles, and problems into the
high schcol American hlstory course. It isimportant to
realize that m)ectmg economics into a.course does not
require one to take something else out. Indeed, econom-
ics will enrich and enliven the history course and enable
the teacher to relate historical events to.cufrent issues in.

. a meaningful fashion. Thus, Hamilton's financial pro-

grams, Jackson's “war” on the Second United States

Bank-—BryarrsSﬁver&mpmgn’arrd‘the‘hke“wﬂ]” 0~

longer be treated in a purely descriptive fashion but will
be used to shed light on current problems of money and
banking, controversies over economic growth and the
federal government's involvement in the economy, and
so on. Conversely, a knowledge of basic economic prin-
ciples will give- greater. meaning to the historica} events
stressed in every- high school textbook. An understand-
ing of the-nature and function of money, therole of cen-
tral banks, concepts underlying economic.growth, and,
the causes an- effects of inflation (or deflation) will re-
veal the significance of the events cited above.

This book is not intended to serve as a proxy fora
text in American economic history, nor can it substitute

" —.for a thorough-text-inprinciples of economics: Although
- it does include some important facts about our economic

developmerit and contains some brief discussions of

basi¢ economic concepts, its primary- purpose is simply
to point out—to a greater. extent than the average high
school American hlstory text — those events found in the
typical U.S. history course that can'be enriched by a
consideration of relevant economic topics.

M

Ideally, the teacher should have on hand at least
one good textbook in American economic history and a
standard. basic -text in principles of economics. These
will provnde more detailed*accounts of the events and
corcepts mentioned inthis manual. For the teacher who
does not have a principles text at hand, we recommend
the use of the JCEE's Framework for Teaching Econom-
ics: Basic Concepts (Part 1 of the -Master Curriculum
Guide in Economics).! The: Framework iS a concise

statement of the basic concepts and generalizations for
teaching economics. It summarizes the stru¢ture and
substance of economics as understood by the majority
of economists and economic educators.

Our economic history is exceptionally colorful, and -
awealth of fascinating material can be found to spark
student interest. Because of hmltatlons of space, in this~ -
book we have.not been able even to touch upon many.
of the most interesting events and people whose exploits
enliven the pages of history. The teacher who takes the
‘time to delve into Amencan économic history will be re-
warded with-accounts of the attempt in 1869 by Jim Fisk
and Jay Gould to corner gold, of the Erie Railroad scan-
dals, of “wildcat” banking, of great: labor sttuggles and

‘countless-otheroccurrences that had economic:implica= *. =~

tions. If time permits; one:can obtain much from biog:
raphies of outstanding labor leaders, entreprenéurs, and
inventors. In short, this book is nothing:more than an

outline—one must look further for important details.
¢

. FORMAT OF THE TOPICS

‘We have divided American history into twenty-one
topics and have presented them, for the most part, in
chronological order. This should make it easy to use this
manual in conjunction'with the typical high'school his-

tory textbook.2 We introduce each topic with a brief ac--

,count -of the events of the penod that -had important
economic aspects Key economic terms are prsented in
boldface type, and short definitions or explanations of
these terms are given in‘'most cases. Because some of the
terms require more extensive discussion than would be

1. New York: Joint Council on Economic Education. First edntion
1977; second edition,1984. .

o

possible in this small book, the teachier who is unfamil-
iar with the term is expected to use a-standard econom-
jcs textbook to acquire the necessary understanding.
«(This.is the case, for example, with the laws of absolute
and comparahve advantage in Topic 2.) .

-Of course; in almost every topic we cduld have-m-
cluded an even greater number of economic concepts.
‘Furthermore, the placement of the concepts is somewhat
arbitrary. The topic of monetary instability, fgr exam- -
ple,-is one which pervades all of our history and thus we.

-

¥
.

2, Most textbooks take a chrbnological‘approach, although a few
recent ones have used a toplcal or topical-chronological organi-
zation. This manual can be used with either type.

-




could have included inflation and/or deflation in many

. topics. We made our choices on the basis of the place-
ment that seemed to provide the best opportunities for
relating;economic principles.to historical events in an in-
teresting and meaningful way. Often, the same economic
concept will appear in several topics. Prmqples under-
lying trade, for instance, can be introduced at the very
beginning and then repeated with increasing degrees.of
complexity throughout.the course. In this way, the sty-
dents " will reinforce earlier leammg,eproceedffrom the
sitnple to the complex, and see how a basic analytical
tool can be applied in a variety of situations.

. Discussion questions follow ‘the brief mtroductxon
to each topic. They vary in difficulty in order for teach-:
ers to have a selection from which to choose those best
suited for their own classes. The teacher should feel free
to use the quiestions in a different ordér, to révise their
wordings, omit some, and add others. Some questions
are “fact. oriented,” but the facts elicited will invariably
lead to an analysis of how. or-why the matter arose-or

turned out-as it did. Many questions deal with content -

found'in most high school history texts.and thus with
materjal familiar to the teacher. The economic concepts,
facts, problems, “or principles relating-to some of the
questions may not be self-évident from the’ wording.
Therefore, the relevant concepts appear in boldface type
wherever we thought straightforward identification
would-beshelpful.

SOME NOTES ON

Teachers today know that they must plan their les-
sons so’as to involve each pupil as directly and person-
ally -as possible in the léssons. Therefore, this’manual
emphasizes inductive teaching.associated with develop-
_ mental-discussion, inquiry-discovery, and problem-

solving approaches. It provides related siudent activities

and discussion questions appropriate for vagious types

of lessons: group work, simulations, problem-solving,
case studies, panel discussions, mdependent study, and
even an o¢casional lecture.

A developmental-drscussion lessop is one in which
the students attempt cooperatively.to ¥ind solutions to a
problem tha: the, class has accepted as worthy of study.
The main and subordinate concepts of the topic ate de-
veloped thrbugh a half-dozen stimulating, thought-pro-
voking key-questions which serve as the basis for class
.discussion, Properly constructed, the key questions,

when analyzed by the students-under ‘the guidance of *

the teacher, will focus discussion Githe essential con-
cepts connected with the problem chosen. The develop-

mental-discussion lessori is “teacher-dominated” in the .

sense that it is the teacher who determines the aim, con-
tent, and materials. It'is a method that keeps the discus-

sion relevant to a few fixed targets, forcing the students

?clas‘ses or by individuals.

]

Finally, we offer a number of suggested activities

- for each topic. In this publication, questions serve as

springboards from which s&udents can plunge«mto a
wide variety of irivestigative, inquiry, and discovery ac-
tivities. Since we are aware that students learn not only
by reading but by cbsérving, listening, reflecting, ana-
lyzing, and discussing their ideas with others, our sug-
gestions include interviews, role-playing, films, film- *
strips, talks, field trips, community.resources, and visits
to local museums and other places of historic interest. A
course in U.S. history should also make use of cartoons, -
simulations, games, folk songs, the popular arts, litera-
ture, and the like. We expect, in addition, that teachers
will use newsmagazines, newspapers, the tape recorder,
television, the overhead projector (with homemade or
commercially prepared transparencies), and videotape,
if available, to examine current economic historyand to
facilitate the learning of concepts. Many contemporary
American: history texts have lists of novels that can be
used to prove or illustrate .a-point. We suggest some
ways'in which:riovels and other books.can be used by
:Naturally, the' teacher will 'select those activities
that are best for a particular class and that, in the teach-
er's Judgment can best serve to achievé the aims of a
given lesson or unit. No téacher of U.S. history can use
more than a portion of the suggestions we proffer.

°

METHODOLOGY

to distinguish facts from opinion and to use the histori-
cal method or the tools of the economist as appropriate.
Both the mqulry-dwcovery and the developmental-
discussion lessons are designed to develop concepts by
studeat answers to. challenging questions put by the. -
teacher; both emphasize ‘cooperative problem-solving
by the'students. Yet the inquiry lesson differs from the
developmental lesson in several respects:

.- The inquiry lesson is open-ended; the developmen-
tal lesson is planned in-a logical, sequential fashion
to arrive at a specific, predetermined.conclusion —
the teacher’s conclusion.

The content outline of an inquiry lesson tends to be
less detailed, and places less emphasis on the logical -
development of content.

Inquiry questions;are of necessity also open-ended
The anticipated: responses- are too’ varied.and di-
verse to be indicated in the content section of the
daily lesson plan. The pivotal questions of a devel-
opmental lesson have specific anticipated answers,

¢ - Inquiry lessons may extend over several days. A

8




developmental lesson is designed to be completed
in a single period.

* Inquiry lessons tend to have widér aims. For exam-
plé, an inquiry lesson on the Great Depression is a
“power lesson” that seeks to discover the general
causes-and- cures of busiriess slowdowns in'a free
market economy. A developmental lesson on- the
same subject usually stresses the causes of and
the attempts to:cure the depressed conditions of
1929-39.

* Inquiry lessons usually make use of primary sourge
materials; developmental lessons are -commonly
based on secondary sources.

¢ Ininquiry-oriented classes the questions asked and
the procedures followed often are (and ought to be)
“nore important-than:the answers given. Develop-
mental and expository lessons stress the dogical an-
Q
swer.

In esseficé, inquiry is a self-motivating method-of

_ learning. Students riowadays are interested in real prob-
lems of immediate concern to themselves and to society
—problems such’ as poverty, racism, pollution, and
drug addiction. In relating economics to American his-
tory, a teacher can bring the past nearer by using a

yesterday-today approach. By-interweaving thén and

¢ ~

<
NS -
[

ideas that they raise about the problem they-have tack-

led and assist.them in making rational decisions on the

basis of their personal values and the data on-hand. Oc-
casionally the teacher must prod students with challeng-

ing questions, This kind of help is especially,important

if-students have grown accustcmed:to being told all the

answers. Above all else, the teacher must.encourage stu-

dents-to set a goal for their inquiries.

Five dpossxble goals, or aims, come readily to mind:

~1. Searching fora solutiontoa problem Can voluntary
® price and wage controls in peacetime check inflation?

2. Answering a question. Why hasa military-industrial
» complex emerged in the United States since World
War m . o

. Sattsfymg curiosity. Why are p}esid”nts of the
United States- frequently in conﬂxct with the Con-
gress? S~

¥

™~
. Resolving a value conﬂtct Isiit:right for the United

States to reduce econdmic aid to developing nations? -

. Validatiag a genemhzatton The consitmer has been
the “forgotten man” chiefly because- the consumer . .
wasn't adequately represented in Washington prior

" -to theadvent:of Ralph Nader. .

In the past, history teachers used expository and- ‘

now, .the environmental-battles of today can be com- __developmental lessons to guide then' stddents to-logical

paréd with those in Theodore Roosevelt's time. Simi-

"I3rly, just as Upton Sintlair's book, TheJungle, aroused™

public opinfon and led to thé passage of the Meat In-
spection Act of 1906, so Rathel-Carsan's Silent Spring
sparked the present-day campaign against harmful
pesticides.

Thoroughgoing inquiry is almost bound to be inter-
disciplinary. For example,.some of the problems of par-
ticular concern today —séxism, racism, crime, and drug
abuse—are often thought of as predommantly social
problems, but they .also have important economic as-
pects. In Inquiry in-the Social Studies Classroom: A
Strategy for Teaching; Barry K. Beyer writes: “'Inquiry
teaching is creating and conducting learnmg experiences
which require students to go through the same processes
and to develop or employ the same knowledge and atti-

-tudes they would use if they were engaged i indepen-
dent rational inquiry.”3

Obviously, inquiry teaching places considerable re-
sponsibility on. the teacher. Students must first be

encouraged to sense and ’select sxgmfxcant historical-

problems. of an economic nature and then be _guided to.
‘engage in a persistent, organized and serious search for
satisfactory answers to-these problems. In'the process,
the teacher must help students to clarify and test the

3. Columbus;Ohio: Merrill Publishing Company, 1971, p. 53.

»"and largely predetermined cohclu ;ons in termsof the.

factual and conceptiial data the.tedthers presented dur-
ing the lessbn. (In many cases, of Course, the teacher’s

- conclusnons were both logical and valid.) In'genuine in-

quiry, however, most answers cannot be predetermmed
The goal of a teacher who uses inquiry teaching’tech-
niquies is not to lead students to cgnclusions predeter-
mined by the teacher. For'this reason many of the ques-
tions we pose in this booklet are open-ended They are
so-phrased that-students must reach thelr own conclu-
sions- on the basis of information;at théir disposal: This
does not mean, however, that inquiry-discussion tech-
niques are designed to encourage aimless argument and-
urposeless,“bull sessions.” Nor should teachers think of
inquiry as an applled follow-up to a two-week unit that
the class has just compléted. That would constitute a

misapplication. of this teaching technique. o
In a specific social science: like economics, genuine

! ‘inquiry- involves the pursuit of krowledge using the .

"tools and methods of social scientists in order to-arrive
at verifiable conclusions. While this i is the ideal, there
.arp very real practical limitations to the achievement of -
tHis worthy goal at the secondary school level. In this
- fegard, critics ask some searching questions. Can high
school students mastér the:tools of the economist and
the historian in the liniited time available? Can high
school*students reach valid or verifiable conclusions on .
the basis’of the meager data they often get? Inquiry in-




volves access to a wide range of pfinted materials and
other sources and it assumes that the student can under-

stand them. Can students handle,sophisticated statistics .

and complex economic arguments? Are their teachers
able to give them the’ guidance they may require? The
answers are, of Course, obvious. What we as teachers
should tell ourselves and our students is that they are
engaging in inquiry and discovery exercises in which
they attempt to use the anilytical tools taught By teach-
ers'and-textbooks. Such exercises enable students to ac-
quire the flavor of research, experience in the use of the
tools of the-economist and the historian, and a taste of

the excitement that scholars who are at'the cutting edge

of a discipline experience.

Because students grow:tired of the exclusive use of
only one method, the astute teacher will provide-a bal-
anced diet - narration, description, explanation, memo-
rization, and the acquisition of factual knowledge. Nev-

.ertheless,. mqlﬂry should be used as often as_possible.
Think of inquiry as one of the ways to mvolve students
more directly, to stimulate their critical thinking, to re-
vitalize the past for them, to bring the real world of the
present into the classroom, and to speculate about the
future.

Inquiry and discussion-are inseparable. Inquiry en-
courages students to satisfy their curiosity and to learn *

on their own through problem-solving. Discussion
enables them to clarify their views and to test their
hunches through dialogue-with their classmates and

-
.

their teacher. Since the students are dlscussmg contro-
versial.issues, the teacher must make sure that.all sides
of the controversy are'fairly represented One must also .
make it plain to the class that the emphasis of inquiry-
discussion is on truth and riot on winning the argument.
The reward for both pupils and teacher will be a lively,
p&rposeful leammg experience. With students indepen- .
dently in hot pursuit of truth, teachers can at last serve
in the. roles they enjoy most—resource person, guide,
meéntor and, occasionally, “devil's advocate.”

A purposeful interchange of ideas does ‘not, of
course, occur automatically. The teacher must first
establish:a democratic social climate in the classroom,
which is characterized by worthwhnle activity, individ-
ual initiative, and freedom of expresswn Such anatrh6-
sphere is absolutely essential in an 1nqu1ry-onented
clafroom because students must be constantly chal- ~
lenged to prove their arguments and to defend. their
theses. They must also work together in. friendly fash-
jon, “accept their fair share of responsibility, and look
upon théir teacher; -by-virtue:of maturity -and-prepara-. ..
tion, as the group leader. ‘Only ina democratic class-
room will the.very g¢t of airing opinig~ through honest
discussion relievestensions and reintorce social skills
such as tact, courtesy and the willingness to accept,con-
structive: criticism. Moreover, purposeful discussion
builds respect for scholarship by requiring analysis, the
citation of seurces, accurate facts, and pertinent quota-
tions.s

P

. GUIDELINES FOR INQUIRY- DISCUSSION LESSONS .

Worthwhlle lessons are rarely the result of- spon-
taneous generation; they are the outcome of careful

planning. An inquiry-discussion lésson is no exception -

to this rule. To help the teacher achieve liX‘ely, purpose-
ful inquiry-discussion, we present four major guidelines:

« -

1. Create the Right Atmdsphere

Thesfirst step.in achlevmg effective mqunry-dxscus-
sion is to establish objective standards for judging the
ratxonahty of the arguments and the validity of the posi-
tions taken by the stu,dents. It is best to arrive at such"
standards cooperatively through’ pupil-téacher planning,
for then the rules are based on the consent of thé gov-
erned. Further, students must accept the fact that all
opinions are not equally valid. Some are plainly wrong
or untenable. Some violate the spirit of a democratnc
society, our constitutional, freedoms, our common hu-
manity, or our ‘raditions. In addition, the class must
be prepared to assume a questioning attitude toward:
sourcés of information and the interpretation of “the
facts” (including the value judgments involved), as class-
mates present arguments. The students must understand

_ clearly that mqulry-dnscussnon is designed chiefly as an
, opportunity to develop and clarify their.own views. In

v

.

fact, the teacher as the group leader should point out.
from time to time that changing one’s mind in the- lnght
of new evidence and valid reasoning denotes maturity,
and is not a sign of weakriess of resolve-or inferiority.

" 2. Prepaiethe Class.for Productive
Discussibn )

The First step in stimulating productive discussion
is'to choose a-suitable problem. A picture, quotation,
cartoon, or newspaper clipping will often arousesinter-
est in the topic. Usually, a historic controversy can be
revitalized by a “then-now” agproach Thiss the encoun-
ters of the modern-day women's movement ¢an b¥ com:
pared with the suffragist battles, a current Strikélvith a

“clasic} éxample of the past such as the Pullman strike,
and the activities of “Nader's raiders” with the exposés’of
the muckrakers of Theodore Roosevelt's day. ,

The second step B to brief the class on background

information that pertains'to the question under discus- -

ssion. This can be accomplished in three ways: (1) by as-

i .
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signing relevant readrng or 3y reviewing pertinent infor-
mation, (2) by, +»‘wing a picture; cartoon, film, or film-
strip that depivi$ the highlights of the issué under re-
view, and (3) by distributing rnatenal or projecting a
transparency of it.

1

3. Guide-the Discussion

-

The teacher as group. leader must take an' active
part in guiding the discussion toward educationally

worthwhile ends. A successful dlscusslon can be achieved

by doing the following: .

- First, the-teacher should orient and motlvate the
discussion by focusing on a specific, concrete aspect.of a
topic, issue, or dilemma with which the students can feel
mvolved The classroom setting is important. Often the
very arrangement of the seats and table will help to
create the proper psychological and physical climate for
" inquiry-discussion.

* Second the .teacher must state the problem con-
cisely and'set the boundaries by analyzing the. nature of
the conflict. An astute teacher will‘arrive at these mat-
ters through class°consensus, kiowing that.only if this

has been done first can one direct:attention to the under- *

lying economic principles, values, concepts, and theories
involved in the problem.in the inquiry-discussion ses-
sion that follows. Moreover, in formulating the aim of
the discussion as a problem in the form of a question,
the students will gain valuable experience in such critical
matters as how to judge, how to ask questions, how to
seek information, how to analyze, how to evaluate.

Third, the teacher must be especrally active and
alert during the elaboration of -the arguments. This
phase of inquiry-discussion’ i involves -the use of facts,
quotations, and sources, and the interaction of the class.
It constitutes the very heart of the discussion. Here the
-teacher should place emphasis on points of agreement as
well as difference. Here the students will see once again
that not every issue has a singlé correct answer.

The knowledgeable teacher will encourage students
to intrdduce historical analogies: For. example, the rights
of neutrals:were involved in all three world conflicts in
which the United States became embroiled, -begifining
with the Napoleonic wars. Analogies can be compared
and.contrasted. Students should be urged to look for
unifying economic principles that can be derived. or'il-
lustrated by analogy. '

In the course o the discussion, the teacher may oc-
casionally engage a single student-in Som'atnc dialogue in
order to expose inconsistencies, myths; and stereotypes.
Otherwiise all members of the class should participate. in
the discussion; no small group of glib or articulate stu-
dents should be permitted to dominate. The same goes
for “prima donnas” of either sex. Fmally, we are old-’
fashioned enough to believe that in order to be effective
every lesson (even a discussion) should end with a sur=
mary.

At its conclusion, éach mquxry-dlscussron session
should also be evalvated. Ideally, even run-of-the-mill-
ihquiry exercises should be followed by some sort of
planned action, for example, writing a letter to an editor
or-adopting.a resolutron fhat states. the corsensus of the
class ~

4. Choose an ApproprlaterDIscussIon
Technique

We have already pointed out that many of our dis-’
cussion questions and activities for ‘investigation, .
inquiry; and discovery for the twenty-one topics that
follow can serve assspringboards or motivations for
inquiry-discussion. Some. of the best class discussion i is

inforinal —led by the. teacher. or by a student who hds.

made special preparation for the session. Such discus-
sion flourishes in enthusiastic committees and in “buzz
sessions” (in which the class is divided into groups of six
or fewer) ,Small-group. discussion should, of course, be
summarized for the benefit of the entire ¢lass by a mem-
ber.of each committee or group ir the closmg portion of
the class period.

“Structured” drscussnon-panels, roundtables, fo-
rums, and town meetings —should always be followed
by open class discussion of the tbpic at issue and by
«lass evaluation of . the presentation in terins of criteria .
previously agreed upon. Panels, forums, and the like
are more successful if the.participants voluntger and if -
rigoroits preparation precedes the actual presentation.

Inquiry-discussion can be a waste.of time.if it is
dominated by a handful of smooth. talkms opnmonated :
misinformed, irratiorial “windbags.” It can truly be a
“seedbed of thought” if:it is: properly motivated, struc-
tured, prepared, and-pointed toward finding solutions -
to genuine problems. By adhering to’ the:four guidelines
mentioned above, .teachers can help avoid the perils and
reap the advantages of inquiry-discussion.
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Topic 1

The Explorers and the
Early American Colonles

-

Economic Facts, Concepts, Principles, or Problems
» > Economic motivation of.voyages N
Economics, goods, services, wealth

>
- Profit motive
>

Importance of labor, speclallzatlon.

and productivity

:Mosr TEACHERS OF American'history:start their courses
with a unit-on the explorers and the early. American col-
onies. This period of history. presents opportunities to
" include a number of important economic facts and"con-

*cepts. It should be realized that by including economics -

in a history unit one does not sacrifice other content, On

the contrary, the relevant economic. concepts will greatly.

enrich the unit and will-help the téacher to relate history

to the present: Because many. (if not most) students fail

to see the value of history, it is incumbent upon the
teacher to show them that a knowledge of history is jm-
fortant because it-helps us to understand current grob-
. lems and.issues. For example, we-are better able to un-

derstand the demands made by-women, by black pedple,
and by other. minority groups if we kno‘\; something

about the history of the treatment of women and minor-

ity groups in the United States. One can better aindef-
stand our governmental systém if one knows how and
why the federal system developed.

Comparisons can be made between the explorers in
early American history and space exploration today. A
basic economic problem is that productnve resources are
scarce relative to the demand:for the goods and services
those resources can produce The governments that-are
sending people to the mooni or exploring space today are
using tesources that could be employed. in the:produc-
tion of something else—that is, the opportunity cost of
space exploration is the next best. preferred use of the
goods and services- being sacrificed. It is:’hopet, of
course, that there viill be payoffs. Already we are réap-
ing.many benefits from the space program—communi-
cations satellites, better weather. forecasting,.and.even
improvements in medical technology, to name a few.
The rulers of old who sent explorers to the New World
likewise expected a return on their investment. In shart,
there were economic motivations behind:the voyages of
dnscovery Students should know and understand these
economic factors, . .

‘ <
-~
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Economics can be defined: as the' study of ‘those
principles thatirelate to the allocation of scarce resources
among competing goals, or the study of how people sat-
isfy their wants for goods and services, It deals with the
manner in which goods and services are produced, dis-"
tributed, and consumed. This definition (along ‘with .

" .definitions- of the terms goods, services, scarcity,

sources, allocation, ;production, distribution, .and con-_
sumption) should be presented to the. class early in the'
course. Students’ own experiences can provide | illustra-
tions. For example, the teacher might ask the students to:
list things they would like to-have or do. The student
who would like to have an automobile and would- also
like to spend.the summer in Europe, but who cannot: af-
ford both, must decide between them. If the. student
chooses the car, the opportumty cost to the student is’
thee trip to-Europe that is forgone. It can also be shown
that the capital, labor, and material used in- producing
the automobile could have been used for the production

.of some other item. The opportunity- cost of the car, ~ ~
.then, is the: next best array.of goods and services- that
> could have been produced with thoge same resources,

Thue RULERs OF Spain and Portugal whozagreed to ‘fi-
nance explorations certainly had economics in mind.
These nations had been.buying the products’of Arabia,,

India, and China. (It was realized: ‘longago-that trade
can increase the level of living by provndmg a greater
vanetyofgoods)’l'he;oumeyswere difficult-and costly,

‘however, and the rulers of Spain” and" Portugal were

seeking safer arid cheaper means of reaching the East.
Theyexpected that’the benefits to be derived from leam-
ing aboiit new routes would eventually exceed the costs.
of exploration —although the term benefit-cost analysis
had not yet been invented.

? The discovery that gold and silver existed in abun-:
dance in parts of the New World induced further expedi-

12
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uons After mentioning this- lust for precious metals, the
class’s attention should be. shifted-to an explanation of
the nature of wealth. In-economics, wealth is not an ac-

o cumulatlon of valuable ob]ects or goods per se, but is

ariy useful asset — land, and other natural resources, ma-
chinery, buildings, means of transportatxon, and the
like, that can be used-to.produce and supply -other
things which.are in demand. In- other words, wealth
consists of whatever has the capacity to satisfy wants
for goods and services. Perhaps Spain: made some tem-

porary gains through finding immense amounts.of gold-
. and silver. In the 1ong run, however,.the.furs, timber, _
_ fish, iron ore, and good farm land*discovéred by other <

nations.turned out to be much more advantageous Stu-
dents should understand, then,: th%t thereis a difference
between wealth that is used productively and. wealth
that is hoarded. For example, note the pathehc attempt

of the first Jaméstown settlers (1607) to find gold at the:
expense of efforts to create means of producing goods of \,
practical value. (All but 38 of those first 104 settlers died -

within a-year.) Upon taking control of-the Jamestown

- < colony, Captain:John Smith stated an important éco-

nomic maxim — “Nothing is to'be expected thence but by
labor.” ~

. There were other economic-lessons in the James-
town experience. Under Smith's direction, the settlers
built houses, duga well, # dxgged and planted” the ground,
cultivated corn, and raised “pigs- and- chickings.” The
- colonists began to manufacture a variety of products,

résources were quickly shifted to the: product;on of
Spamsh as guided by the “money votes” of the:London *

" consumers. By specializing, the Jamestown colomsts be-

came more efficient:producers and the colony began to
prosper. (Of course, there are opposite cases where na-
‘tions or areas need to depart from one-crop or one-
product specialization-and diversify their economies.)

©

Ar THIS POINT, yOu can introdhice the profit systein. It
was the prospect of profit that led the colonists to con-
centrate on-tobacco production. Profits. should be de-

. fined* here as the-amount-of-a-firm's-révenue-that_re-
" .mains after all factors of productionhave been.fully -

compensated (Consulta staridard textbook on the prin-
ciples of-economics.for a-more_detailed discussion of
how. proﬁts are compited- and be sure to distinguish be-
tween the economist’s definition of profit and that of an
accountant For-example, in computing total costs the
economist will include implicit costs, such as the rental
value of land that the proprietor of a busmess ‘may OWn.
personally and :uses in the- productnon process.) The
profit motive was a factor in-the founding of the early
English colonies, and-in the profit-seeking activities of
the Plymouth Company and the.London Company .-
Although' the.London Company:lost money, there
are valuable lessons in the economic-activities- of -the
Plymouth Company settlers. They “wasted no time

including tar, pitch, soap, glass, and"ﬁ?ﬁ“riit@‘lt‘ag-“—seardmwforgold* but realized from the start that sur-

_ peared, however, that they were attempting to do too'
much with their ‘existing productive resources. John

Rolfe had the answer — specialization. First, Rolfe noted
that smokers in England preferred the “Spanish™ tobacco

grown in Trinidad to-the Indian tobacco of Virginia.

The greater demand for the Spanish topacco resulted in -
. higher prices for that type. A piece of land was set aside

for Rolfe’s experiment, and it:was found that the Span-
ish type grew better than the native Indian tobacco.

. When samples were sent to London, experts declared

the former to Be superior and offered a high price for it.
Here we have a good illustratioh of how.consumer.de-
mand can help.direct production. Virginia's- productive:

vival and progress- depend upon.work and production..
Thexmportanceofptodmhvxtyanbeshownhete Dis-
cussmgtheeffortsofthePilgnmstouwxwethexrpro-
ductivity leads to-some interésting findings. Why did- -

. communial planting fail, for example? Why.did they ob-.

tain-bettem results when people owned and cultivated ~
their own fields? (SxmxlarmxltsareobtamedmtheSo-
wviet Union, where the output per hour of labor is vastly
greater on privately owned and cultivated plots than on
communal propeérty:) The early American coloniés also -

- ‘found that-the work of indentiired servants. was not-as

efficient as that of free labor. Incentive, then, 1sannn- ]
portant factor.

: ms,cussuou QUESTIONS

°

type (boldface).

1. The explorers of the Space Ase are often compared with
,the explom of the New World.
(a) 'Wha some economic reasons for taking the risks
ex{: o:_ahon?

oﬂtmo‘BVeTntunuoninvm human ‘wants
mmﬂluﬂtedlmtptoducﬁvemmnot

Economic concepts, ideas, etc., that might be’ brought up in answering the questnons are printed in heavy -

(b) How were. the explorers of old like today's space ex-
plorers? How did they-differ? .

(c) ‘Discuss important changes in technology and capital~ -
accumilation that were .needed before exploration
was possible either in the past or in recent times.

«
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(d) How has- the ‘technology: of -the Space Age affected (c) How was the price of tobacco determined in the Lon-
your life? don market?
Importance of technologgcaldcvdogmumdqfﬁ Demand and supply.
_:.‘:,: «Howgalml llosuiml devel . andl ll i lo‘ (d) Why is it sometimes unwise to specnahze in only one

A ‘or two produkts?
space exploration affect us,all.. Relying on a few products can be devastating if. the

market for an important product collapses.

. Explain the effects of exploration, discovery, and coloni-
zation on: . 6. Explain how subsistence farming differs from farming for
(a) the way of life of Amex;icanflndians: the market.

{b) the Italian cities; 7. Discuss the extent to which each of the following was im-

portant in developing market farming in the South in the
(c) theAtlanbcpowersbf thesxxteenth and seventeenth colonial period:-(a) geography; (b) availability of free

mid-(c)—avathbxhtrof-money--(d) -demand for staples
(tobacco, rice, cotton). ‘ .
;l::ﬁtsdenvedfromthediswvetyofmwm ance of market & 1 in guidi and the

. allocation of resources. Profit motive. Factors essential for ._

production.
. One magnet drawing English colonists to America was the
existence of cheapland. Howm@tyouhavesatsﬁed 8. According to mercantilist theory, gold.and silver are the
your craving for land if you had been: most important forms of wealth and the amount of pre-
(a) a wealthy noble or merchant; . uwsmetalposessedbyanabomsthemprmof

its wealth,
(b) an indentured servant with-the indenture completed; > (a) How does the modern economist define “wealth"?_

(c) a member of a New England church congregation set- Anytlhg&atmbeudtonh‘ymprods
_ tling in'a new area.
&ommcmhvsformlmpomdhndaa

prodmhvemnce “wealth” mlanmwn‘l

IRDRCUEN S N S ) P P R R .S

Partly because it cotld e weilth in the miercantilist
. Captain John Smith said that in Jamestown “nothing is to serise; partly because it-could bé used to_acquite eco-
be expected . ... but by labor.” nomic wealth, e.g.mlud,hm,hnnﬁle-

(a) Is the above statemént true todiy? ments, horses, and wagons, elc.
Importance of labor in production. (c)Whyarestocksandbondswealﬂﬂ
(b) What is division of labor? . _ ity to satief for goods and servi “ .
Refﬂstoboth - v ,M
(1) Workers engaged on only a single or very few
steps of a major task; 9. Explain how the economy of Western Europe was affected
(2) Workers employed in an occupation that calls bytheaoldandslverbro@tbylspmfromtl\e&w
for many skills, e.g., farmer, doctor, engineer. World'in the sixtéenth century.
thnmdpohaﬂmdomtm
{c) Howdoesdmson oflabormpmdmhon‘l m.ﬂ.bmh&mm infla-
In two ways: ﬁon—arheh&ekvdofmpiea-nﬂs.

~ (1) By simplifying tasks, or

10. who ihabitéd North Ainerica ex-
3 5y e e v B bt s
quusmuchtnmmg '.

.
1

. ‘I'hemothercountrmandtlwcolonmspeaalmdmpm-
ducing different products.

(a) What was the reason for their specializing, for exam-
ple, why. did the colonists of Jamestown speciafize in 11."In colonial times: .
msmgh@\-gradeVmu tobacco? (a) Howd:dtl\emethodsofeammahvmgdlffermNew

England, the middle colonies, and the.Soiith?
(b) What was the colonists’ economic advantage in grow- hndgapmducav::umu, spadalﬁs:ution -

mgtobaocomstudoftrymtoproduoeev«yduns
for their needs? b Whatdldtheplanter thefanmr,themd\ant and

ﬁfﬁdunyhallouﬁonofprodncﬂvem. . the artisan have in common?

14
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(¢) What divided them as independence approached?

(d) Did they share attitudes on colonial government? tax-
ation? trade with Great Bnhm‘l&phmyouranswer
&md{mmwm

12 CondmonsmW&emEuropemthesmw\thandm

teenth. centuries were favorable for colonization inthe
New World. Ifyouhvedatthathme

{a) Why would you l\avebemmllmto leave your na-
tive land to begin life anew in a strange, distant, and
dangerous place?
Mbﬂmmnpplydmnd
growing human wants; - growth limitations of pre-
mtlmtnalhdmology.

(b)lnwhschoftheudySpmshorEnslshcolonm-

would’you have wanted to settle? Why?
Economic motives for. migration. _

13. How did the early colonizing and trading companies re-

semble modern corporations?
Minimizing risk by pooling resourcs.

14. Whatdoeconomnslsuunbyprodmhvny‘l

Productivity is the amount of goods and services pro-

dwdbyouuddptodncﬁnmduh.aw

fied period of time.

(a) What did the Pilgrims do to increase their productivity?
Specializats .

(b)‘Howcanyou,asastudmt myourownpro-
ductivity? >

15. What is meant by “incentive”? Why is incentive considered

important in economics?

(a) Why did mdu\tundmants, on the whole "have

greater incentives thani black slaves?
Private ownership and personal gain as economic in-
centives. :

(b) What is generally considered the most powerful incen-
tive in a free market economy? Why?
The profit motive.

{c) Howdopmﬁtshelptogmdeanddmctecmac-
tivity?

(d) Towhatexw\tdosthepmhtmouvemstmm
nist countries?’

. Why did communal planting fail in Jamestown?

Individeal vs. collective enterprise.

(a) Why do Russian peasants exert more “tender, loving
care ondnarowngardmplotsd\anontltodlechve
farm as a whole?
mmﬂhﬁvﬁdﬂawb.
centives.

(b) ledyou:bewillingtoiofmafauﬁnmmin )
the United States? Why? Why not?

(c) Why do some people remain in business (for example;
. small candy stores) when they barely make a living?
Noneconomic motives, such as desire to be one's own
boss; prestige of being owner of a business; enjoying
- one’s work; inertia; lack of knowledge or skills for im-
proving the business or obtaining better-paid employ- ,
ment. &

ACT IVlTlES

. IM. - a’lmﬁ m’ .

(a) To what extent was the European manorial system
introduced in colonies such as New- York, Pennsyl-
vania, and Maryland?

_(b) Howdxdtl\epasageofdteﬂmbedeoorhwsaf-

fect colonization in Americal
(c) Were the Navigation Acts and Acts of Trade a benefit
oraburden to the Amenancobms‘l Explain your

(d) Wlnchxmnsm tlthstofﬂgmvmm the Declara-
honofhtdepadu\oemmmdmacw?ﬁx-

plamthen

. 'Ads’fornttlas.Asktl\estudaustopreputl\m&ilkor

newspaper “ads” to attract settlers by describing the ad-
vantages of living in the New World.

. Local history: Have the students consult Jocal or state his-
tories to Jearn about and report on vocations, trades, and
] mdustnesmtlnamdumcolonﬂlm

. Role-playﬁg‘:&acas&dodnﬁ\ahdatwevahauﬁﬁt-

ish mercantile policy. The “cast” might include a colonial

merchant, aslupowner ahounmfe aBnhsthmsof-
ficial, and a farmer (who must buy only British products).

. Tiachz:ﬁaveﬁ!ciasmwtamlnndepm

‘dnmwmmmbdnguptoﬂnmlm~
can Revolution™ perhaps in the form of a horizontal
“mural,” m&pmshwnbyacmof
smdmbonalolgstnpofpape

.. Diary: Adtﬂnuuthusaaspeaalmtom

entries for ten days in the life of a frontier settler, a colo-
nial farmer, or a merchant.

. Cartoons: Have the students draw cartoons reflecting the

economic concerns.of. the. colonicts: 'tax collection, -the
need for capital, d\edalwsa\dhardslupofm
farming.

.:me}hn&ledammmdfaam'.

meeting in New England discussing a question of current
economic interest: the care of the poor, or the imposition
ofwmwhnldamwmsdwdoramm
a stream.
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9. Group reports: Ask committees of students ti: investigate

thefo!lowing‘fopics:.
The “Bread Colonies”
Why New Englanders turned to the sea
The triangular trade in fish, rum, and slaves
The labor system in New England’
From indentured servant to slave in the South

" After the committee members have discussed their topic )

among themselves, let them report their findings to the
class as a whole organized as a Seminar on Colonial Eco-

. Reports on visits: Ask a student who has visited Colonial
Williamsburg, Sturbridge, or other places of historical in-
terest to report on vocations and trades during colonial
times. Brochures, snapshots, and booklets can be used to
* illustrate the talks.

. Sociodrama: Letd\emnbasofﬂledasmdut
they. are.adventurous Europeans living during the 17th

and 18th centuries. Select teams of students to study the -

economic resources of the various colonies by consulting
reference works and their textbooks. Then have them start
a promotion campaign to convince their neighbors to em-
barkford\eNewWodd.Eachmmdltmofa
captain of a sailing vessel, a ruler or proprietor, a repre-
sentative of a trading company.

4

America. Includesuchntemsathepnrposeofthecom-

Pﬂny,thenghtsoftbestockholders and the-privileges,
oblxgahonsandresponsb:hheoftlucolom On the
basis of the.charter, dascusspombleconﬂxtsofmm
that. might arise.

. Charting: Have the students summarize in chart form the

advantages and disadvantages of the Navigation Acts and
Acts of Trade for (a) the mother country (b) the colonies.

.Pasodlahrﬂavtstuimh -in the role of colonists,

wnhepusonallettus!o friends in London complaining
about British restrictions on coloniil trade and suggesting

.Oralmwﬂlefoﬂowmtopustow

students, whoslmxldmﬂmsdvestogwebmf

. npoltsmthedaswbmthemndwpxmwm

the course of the unit on-the colonial period. .
‘Land and water transportation in the colonial period
'l'hepomt stock_company, ancestor of today’s cor-

_ lnwabontotlnNewWaldmd!Mcm-
Shmymthecolama\dﬁuopemthew

. -century
mmsmdm

.Padm.ilowmfomssl\apedd!hm 22 MMMWM:M

andﬂ\tmtomyoftl\eNewErdand theMlddleandtht
Southern Colonies.

projector, have the students project paintings and photo-
graphs reproduced in American. Heritage Magazine (and
its special topical volumes) to illustrate économic activities

in the New England, MiddleandSoutlunColawdu-,

ing colonial timés.
. lhtofbaliunmm'l’akeﬂndasmav’sitio

the local museum of the local historical society to view ex-

hibits of the colonial period—looms, spinning wheels,
agricultunl implements, household articles, etc.

. Glossary: B\coungeuchstudmttokeepaardﬁleon

new economic terms with their definitions. Keep the cards

in alphabetical order for. ready. reference.

. Dramatization: Have a committee of students write a skit

" telling why the early settlers decided to follow John Rolfe's
suggestion that they specialize in tobacco growing, using
seeds of the "Spanish variety.” ,

. Map skills: Frepare mimeographed outline maps of the .

Eastern seaboard and the, West Indies showing the trade
routes between the American colonies and the products

. Writing a charter: Have the students draw up an imagi-

nary royal charter for a company like the Plymouth or

LondonCompanywhichexpecttonttlecol?ﬁmin

analysis of the founding of the first permanent English set- -
*~  tiement in North America and the early struggle of the col-

onyfmenﬂm.(Colpr cassette, hadne’sgndrMulh-
Mal‘mduchau)

23. Ganz:‘Malht Thmpoeofﬂmmstom

mmmswwmw
and supply conditions. (Tmofax,upmﬂmtypalm-
pants; Didacthym Inc.).

Rmdig:PlaySongsoftheColomcs—balladsandfo&-
songs sung-by Burl Ives—to set the mood for the discus-

sion of the lives and problems faced by the colonists. (En-
cydopedia Films)

25..Models and drawings: Talented students may be inter-

mdmmakmgmoddsordnwp and in some in-
stances, dioramas, of pioneer-cabins, plantation homes,
forts, stage coaches, took, mlamcksofﬁamhnmd
dotlmofﬂ\emlomalpemi

26. Filmetrip: Show Profits: ﬁulafthe&onomytonllm

the role of profits in a private enterprise system..(Color,
caseette or record;. Set Ill, American Filmstrip Series, .
McGraw-Hill) .

27. Filmetrip: Discovery arid Exploration. Examines the end of
feudalism in Europe, the first voyages of discovery, the
conquest. of. Mexico, t!nexplonuonofNorthm
and the revolutionary developments in European science
which opened the modemn era. (Color,shlm'lpswuh
cassette for each, teacher’s guide)

16
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28. Film: Woman's Role in Early America. Provides well-

rounded comparison of the role of women in’colonial
America with their role today. (16 mm., black and white,
30 min.; National Educational Television Film Service)

. Reading: Read to the class Adam Smith's classic descrip-

tion of specialization in a pin factory as a springboard to a
discussion’ of the advantages and disadvantageés of divi-
sion of labor.

. Problem for analysis: “Traditionally, life in-the English
colonies in America has been viewed as something of a
‘golden age’ for white women. The relative scarcity of
women in the early colonies gave them high legal status,

" and their vi‘tal economic-contributions to theinousehojd

made them almost equat to their husbands. If they wished,

they could even find employment outside:the home.” Now

new women's studies have raised serious doubts about the

validity of most of these coritentions. -

(2) To-what extent was an American Iroquois Indian.
woman of the seventeenth century more independent

. than a-colonial white woman?

(b) Why did a colonial household need both a master and
a mistress to function properly? ’

(c) In what ways did the éxperience of women on the
frontier differ from that of men? -

(d) Why has Ann Hutchinson been called a forerunner in
the women's rights movement?




Topic 2

The American jRo_vd'lutlon

N‘

Economic Facts, Concepts, Principles, or Problem¢ *
Free enterprise and free trade versus
economic controls and mercantilism

Taxation
Supply and demand

Monopoly
Free enterprise

-).
h

The ECONOMIC CAUsES of the Arefican Revolution are
mentioned in nearly all United States history textbooks,

’ buttoooftentheseeconomnclssmsaremudmapmelyf

factual of descriptive way. The teacher who wxll take
the trouble to deal with the basic'economic

underlying the economic aspects of the American Revo-
lution will not only make:the subject- more meaningful
to. thestudentsbutwnllﬁndthatthnsmksxtpossibkto

relate the events of the revoliitionary period to current.

issues and problems. Indeed, much of the current unrest
throughout the world can bé traced to some of the same.
economic difficulties that fanned the ﬂam of rcvolt in

the American colonies. :

The American colonies had enjoyed a conaderable
amount of economic freedom. (Contrast this- -with the
" Spanish colonies, for example, where the death penalty
. could be imposed for violations of the extremely rigid

restnctxonsontrade)'l'headvantasesoffrutndeand'

economic specialization are well illustrated by the fish-

ing, ship-building, lumber production, and fur trade of -

the colonists, for these activities enabled the colonists to

exchange their ouitput for money. or for goods produced

elsewhere. The effects of increasing British restrictions
on colonial trade and of increasingly effective enforoe»
ment of.those mercantilist policies were-deeply felt in
the colonial economy.! Restrictions on trade have been
causes of great concern in recent times as well. Note, for

example, theproblemstheUmtedStatshashadmre— .

gard to its economic relations with the Common Market
and Japan. The tariff and' other. dévicés:for impeding
trade can be discussed at this point, with the leading ar-
guments for and against trade restrictions being exam-

*

1. Mercantilism is the theory that precoous metals are the moct im-

portant form of wealth, and that a country shouid export more-

than it imporis so that others will have td pay.the difference in
precuous metals. It would be hard to find a modern economist

who. Supports mercantilisny in its classical sense: (Seé the dis-"

-cussion on the meanirig of “wealth’" in Topic-1.)

~

ined and debated. ‘l'heprmdpleofabsohweade

_ and-the law of comparative advantage may be used to

help analyze these conflicting views. (Amongthevm
tobetakmmtoaoco‘mtarethoseofpm&ssonalm\
omists, the. AFL-CIO, the-textile and :steel industries, |
import-export industries,. banks involved in foreign ex- |

* change, and 'others who have an intefest in-the issue of

free trade vs. restrictions. It might be interesting to com-

:paredmvmwsmthtﬁoseocpruseddumthepenod—

leading up to the American-Revolution.)

) Tamalsoplayedarolembmugmgmamtoa
head in the colonies. Here, one might examine the viri-
ouspurpoesoftaxabmatﬂthekmdsoftaxesthatex—

ist. Students should understand that ‘they use many

goods and services providéd by government (roads,

schools, public libraries, police and fire protection, pub:
lic health facilities,. and. the:like), and that taxes are:
mrytopayfortlmtlungsandtomeettl\emal

" costs of government. They should understand, however,

that taxes can also be used for other purposes. The Brit-
ish tax on foreign goods was designed to discourage the
American colonists- from:puichasing those goods, so
tnatBnt:shnaﬂ\anbwouldfamleucmtpehhon This,
of course, increased the cost of living in-the colonies. .
The effects of different types of taxes can be exam-
medsothatstuda)lswdlm\dentandthatexdnand,
sales taxés are generally regréssive— that is, they tend to
take a greater percent of -the income of poorer persons

" than of the richer. For example, “let us ‘say-that Mr.
: Adamshasaweeklymcomeofsaoo while Mr. Brown

earns only $300. 'l‘heybothpurdmerefnseratorscost—
ing $400 plus a 5 percent sales tax, or $20. Let us'assume
thatt}merefngentonarenmhesforbo!hm
Now, the $20.tax represents only 2.5 percént of Mr.
Adams's weekly incomé, but it is 6.7 percent of Mr..
Brown's income. Thus,-the tax-is regressive—it takes a
greaterperoentofthepoommansu\come Other types
oftaxaareproporhonal(takmgtlnmpementofw
com)andprogmswe(thehxgimthemcm,theh@n, ’

18-
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the percent paid). There will be many opportunities
throughout the U.S. history course to deal with the
principles of taxation. The basic principles should be in-
troduced during the study of the background of the Rev-
olution, however. More detailed analysis-can be made
later, for taxation has been a continuing issue
throughout our history.

The coloftiangycott of British goods presents an
opportunity to discuss this_technique of applying eco-
nomic pressure. How effective can a boycott be? In
what ways was the colonial boycott similar to more re-
cent boycotts, such as some consumer attempts to'bring

prices down by boycotting supermarkets, black boy- -

cotts. of white-owned stores to help bring about racial
justice, and American boycotts of goods produced in
Communist countries? In examining the effectiveness of
boycotts, one can delve into such economic topics as the
nature of demand, economic wants, and business prof-
©its. Attempts to boycott such needed items as food are
probably less effective than boycotts of luxury items

which-the consumer can do without because the elastic- .

ity of demand is involved. (In simple terms, the demand
for a.product or service is elastic if sales charige greatly
as prices change. For example, if the-price of fur coats
rises by 10 percent and the sales drop by a greater per-
cent —say, 25 percent — then demand for fur coats is said
to be elastic. Demand for necessities tends to be inelas-
tic. Suppose that the-price of milk rises by 50 percent.
The percent drop in sales will be less—say, only 12 per-
cent.) If the teacher wishes tointroduce supply and de-

mand curves at this point, the boycott can be used-to il- .

lustrate the effect ot shifting the demand curve to the
left. Even if it is not deemed desirable t6 use graphs,
however, a simple supply and demand analysis can be

- made and the law of supply and demand can be pre-
sented in an elementary fashion.

Tnz‘rxom.zu OF monqpply-was an .important one in
the 1770s, and of course there is mich concern today
over business concentration and its effects-upon the con-

sumer. (By definition, monopoly means that there is

only one seller of a product or service. This situation is
hard to find in the real world, but business concentra-

tion in the form of oligopolies—a few sellers—is-quite ’

common today, -and some of the economic effects aré
similar to those that wuuld stem from a pure monopoly.)
Whenthe British Parliament in May of 1773 passed a
law enabling the British East India Company.to séll.tea

in America at lower prices-than American merchants

could profitably charge, the British company had a
monopoly on the sale of tea. In this case, the consumer
of tea seemed to be the winner, but angry colonial mer-
chants were up in arms. The Boston Tea Party and simi-
lar incidents in Maryland,"New Jersey, and New York
resulted. The punitive laws then-passéd by Parliament

incliided.a ban on trade with any nation except Britain .

and the British- -‘West Indies. Note the inclusion of these

restrictions among the’ economic grievances listed in the L
Dl

Declaration of Independence. -
The year in which the American colomstsdecl

their independence—1776 —was also the year in. which -

Adam Smith published his famous book The Wealth of .
Nations. Smith argued against mercantilism in favor of
free trade. It could be interesting-to have: the students
read the relevant sections of Smith’s book and indicate
in what ways his arguments might have applied to the
economic situation in the American colonies. Smith's -
theories:can serve-to inform the class of the essential
tenets of capitalism or free enterprise. It should be
noted, of course,.that although the free enterprise sys-
tem forms the basis of the American economy, .there

. have been many changes and modifications with the re-

sult that we have, in effect, a mixed economy—one. that

- contains-elements of several systems.

Value questions need not be ignored in this phase of
the -course. Posing questions such as the following
should lead to many stimulating’ discussions:

Are economic freedoms worth fighting for?

Is any orie economic system (such as capitalism)
superior to all others?

When the economic interests of different -groups
clash, how do. we decide which group should
have priority?

DISCUSSION QUESTIONS

Economic concepts, ldeas efc., that mlght bée brought up in-answering-the questlons are p?mted in heavy

type (boldface).

1. The-American system ;; free enterprise has helped to cre-
ate one of the highest standards'of living the world has
ever known.

(a) Define freedom of enterprise'.
Private ownership; profit motive; competition; mini-
mum of government interference.

(b) How does (1) the individual, and (2) the éommu"nity

benefit from free enterprise?
merluomdcm,elﬁdmtallouﬂonofm

(c) How did mercantilism differ from freedom of enter-
prise?
Government intervention and control; trade restric
tions; misallocation of resources,

i{
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.2. The United States today is.a¥common market” of 50 states
that enjoy the benefits of- free trade.

(a) What is free trade?

(b) What.is a common market?
Absence of trade barriers; common trade policy to-
ward nonmembers,

(c) Discuss the benefits we enjoy because free trade pre-
vails among the 50 states:
Economic integration; specialization and exchange;

efﬁaent allocation of resources.

(d) It trade is so bensficial, why do so many coumnes im-
pose tariffs on foreign goods?
Protection of demestic industries and of workers from
foreign competition. s

. American colonists objected to British controls on colomal
ade and industry. .

(a) Why did the colénists oppose tanffs and excise duties

on imports?
Effectsoftanffsanddutiesonpﬁouofproduts

(b) Why did they oppose monopolies, such as the. tea
monopoly enjoyed by the East India Company?
Effectsofmonopohsoncomumerpriosandonpo- )
tenti compehtors

(c) Ifyou hved in Bosto 1773, would you have partic-
+ ipated in the Boston Tea Party‘LDefend your answer. °

(d) Why were  the British Navigation Acts and Acts of
Trade resented by some Americans? ~-

A

———— ~—————Fffects-of-trade-barriers-on-commercial interests. _

5

7.-One of thé basic causes of the American Revolution was

the mercantilist policy of Britain.
(a) What was the purpose of mercantilism?

+ (b)’ How did mercantilist policies affect the colonies?
Barriers to economic growth and development; ineffi-
cient resource allocation.

(¢) Is mercantilist theory sotind? Defend your answer.

(d) To what extent is wercantilism practiced today?
Use of tariffs, quotas,. other trade barriers.

8. The American colonists enjoyed a considerable amount of
economic freedom, especxally before the' French and In-
dian War.

" (a) Ifyou were an American colonist living in:New York ™
in.1750, what economic opportunities would have
been-open to you?

Free enterprise;. freedom of contract; free markets;
.competition; profits.

(b) Contrast the advantages of free trade and economic
specialization: that you might have- had in colonial
hmawnththeeffectofther&mhonsontrademth
the Spanish colonies:

B

‘Spedaliuﬁonandudnnge dﬁdentallocaﬁonofn- Tt

sources; effects of trade barriers.

9. Restrictions on trade have always been of great concem.
(a) How did the. Amenans react to. increasing Bntnsh re-

___strictions on colonial trade and increasingly effective
enforcement of mercantilist policies on the eve of- the

(e) In what ways did the American colonists benefit from
the Navigation Acts?

4. Why did the colonies .develop an efficient merchant
marine but few thriving manufacturing industries?
Efficiency in the allocation of productive resources; effects

 of government policies.

,(a) Why did Britain encourage colomal produchon of pig
iron? A

(b) Why was Britain opposed to colonial manufacture of
finished iron products? -
Protection of domestic industries; need for raw ma-
terials. .

5. Show how the growth of American colonial trade and in-
dustry increased the.circular flow of. goods services, and,
money.

lnterdependena, speaaliution and exdunae

6. “The intention of British me;cantxhst regulahons was not
so much to interfere with economic activities of the colo-
nies, as to build up British commerce and industry.” To
what extent do you agree or disagree with this statement?
Why?

Mercantilist theory; importance of commerce and indus-
try;- economic interdependence.

-

<<Revolution?—
Effects. of trade barriers on consumers and metduntn

(b) Explain how mmasng\co@pebuon from Common

** Market couritries (such as Germany)-and from Japan
has caised problems for American mannf‘actutm
workers and farmers iri recent times.

Eﬁecuoffotdmhpoluonwwkeu““‘ '--~~—-J

(c) .If West Germany could produce both cars-and wme
more cheaply than France, why nught Germany still
decide to specialize in auto productxon and buy wine
from France?

Laws of absolute advantage and comparative advan-
* tage; specialization and exchange. ,

(d) How does .a. comparative advantage in trade differ

from an absolute’ ddvintage? )

. Although tariffs are federal taxes on-imports, one politi-
cian -has referred to-the tariff as “a local issue,” People’s
views on trade often depend on what is produced in their
particular area. Explain how the views of the following on

the protective tariff might differ; professional economists; /

leaders -of the AFL-CIO; manufacturers of -textiles and
steel; export-import industries; bankers involved in fi-
nancing foreign trade.

. How did the French-and Indian War tend ‘to bring the.

mother country and the colonies together?

——

——




“12, Why did the American colonies and Britain need one an-

other before the French and Indian War? After the war?
. Economic interdependence; specialization.

-

13. Why did changes take place in the arguments of the colo-
. Nists concerning British taxation and regulation between
1763 and 17757
Payment for cost of war (British debts rose about £70 mil-
lion).

14. As a British subject, how might you have felt about the
colonial claim of “no taxation without representation™?

15. Why did the British government limit colomal expansion
___of-the fur-trade-and settlement-in-the- West?— =~ -

16. Was Britain's new economic policy after the,French and’
Indian War (which discarded “salutary neglect” in favor of
“sharing the tax burden”) justifiable? Explain.

Cost of government; various types of taxes; various uses
of taxes; regressive, proportional, and progressive taxes.

17. The colonists resented the Tea Act because it gave the East
India Company a monopoly on the sale of tea.

(a) What is a monopoly?

(b) Why do most Americans dislike and sometimes fear

monopolies?
Effects of monopolies on prices, output, the allocation

< of TES0Urces,

(c) Are monopolies a menace to.our free enterprise econ- *

omy today? Explain your-answer.
Arguments for and against business concentration;
government control of monopolies.

18. What is a boycatt? Why can it be an effective economic

weapon?

(a) Why did the American colonists boycott British goods
before the Revolution?
~ Demand; elastic and inelastic demand; profits; -eco-
ngm:c pressure,

(b) If consgmers in your area boycotted food stores be-
cause they- {eemed prices as unjustifiably high, would
you join them\!ixplaun your answer.

]

N

19. Are taxes levied solely to obtain revenue to run the gov-
ernment? Explain.
Use of taxes to control imports (éxample:- tariffs); - redis-
tributing income through the use of a progressive tax.

(a) How does a progressive tax differ from a propomonal
tax?

(b) Under what conditions dos a tax become regressive?

. In what ways weré the causes of the modern-day indepen-
dence movements in Asia and Africa similar to the causes
for revolt of the thirteen colonies? How did these revolu-
tionary movements differ?

Mercantilism; economic imperialism; economic éxploita-
tion; rising expectations in underdeveloped areas. :

21. How did the revolutionary.war affect Amencan econorhic
growth? How did the Revolution affect each of the follow-
mg westward expansion,-household industries, manufac-

turing, farming, foreign commerce, land ownerslup and
land tenure policies?

Economic effects. of wars; factors inﬂueudng economic

growth economic independenoe

22, Adam Smith's The Wealth of Nations and the Declaration:

oflndepmdencewmmedmlﬂé and both are called
"mxlestoms on the road to freedom. Do you agree? Justify
your answer,

Mercantilism; freeenterprise laissez faire; economicfue-'

dom; trade,

23.In view of the aim of the American Revolution, why were
.countries like France and Spain willing to cooperate with
the colonies? .
“Beggar-thy-neighbor” policy; international trade.

. If you were a Spanish colonial in Latin Amenea who read
the Declaration of Independence, what would your reac-’

tion be?.

.“Considering the relative strengths of the British and the .

Americans, why did the Americans win the American
Revolution?” ) 4

. "Why were the British more willing to see the war result in

a generous peace with:the former colonies than were the

French and the Spanish?
Economic interdependence; foreign trade.

: BN ACT\VITIES

- 1. Sociodrama: Ask one studen;\io \xmagme bemg a ship
owner, another a distiller of rum, and\a third a plantation
owner in the British West Indies. Each’ should testify be-
fore a Board of Trade and Plantations on the wisdom of

America and the French West Indies.

2. Debate: Resolved: That the principal causes of the Ameri-
can Revolution were economic in nature.

3. Editorials: Divide the class into American and British
néwspaper reporters. Ask them to.write editorials from
the British-or American point of view on one of the fol-
lowing:

Boston Tea Party
Stamp Act
Tarring and feathering of a revenue agent
Salutary neglect
Townshend acts
\ Sons of Liberty




. .
————
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4. Table: Construct a table listing the acts passed by the Brit-
ish Parliament (or proclaimed by the Crown) from 1650 to
1775 in the name of mercantilism or imperial defense. In-
clude the date and provisions, and-indicate whether the
act or action was favorab]e\or unfazdrable to the colonies.

5. Brief; Prepare“a brief maintaining that the British.Parlia-
ment was legally within its rights in_enforcing mercantil-
ism and the-new economic policy established after the
French and Indian War.’ c° ‘

6. Editorials; Write an editorial for a 1774 issue of a colonial
newspaper, demanding “No Faxation Without Represen-
‘tation” or write an editorial entitled “Ungrateful Children”
fot a London néwspaper, '

7. Role-playing: Set up a trial for a smuggler caught by a
customs agent for violating the Sugar Act. Let one student
play the customs officer, another the smuggler, a third the
judge, and the remainder of the class the jury. In arriving
at the verdict, the class will have explored the issues in-
volved.

’
b -

8. Map: On an outline map of the world draw a pictorial or
diagrammatic representation of triangular trade routes,
Use arrows to indicate the direction of the flow of imports

. and exports, and label the principal ones.

9. Oral report: Make a trarisparency of the map (above) a;ngl
present an oral report to.the class on the rélation of the tri-
angular.trade; rum-making, and smuggling to the theory

T of mercantilism.

. G'ame:\"Colonial_Economy Game” (1982). Each student

starts with a small sum of money and attempts to become
a planter, a great landowner, or a wealthy merchant by in-
vesting in the products of the thirteen colonies. The game
may be played on several levels (grades 7-12), from a sim-

ple to a more complex and realistic version. (Time: one or

more class periods; no. of players: Ziex‘\tirg class; H.M.S.
Historical, Games) T

o

. Game: “Causes of the American Revolution™(1982). Stu-"

dents~attemp\t to counter Bfitish imperia’ activities from
1763 to 1775 by choosing the correct colonial response. -
(Grade level: 7-12; time: one or more class periods; no. of
players: 2-entire class;-H.M.S. Ciama) .

. Filmstrip: - The Revolution.:Show this filmstrip to present a-

compreherisive ovérview of the revolutionary period be-
ginning with thé French and Indian War; depicts Ameri-
can resistance to a variety of taxes and regulations and the
events and outcome of the struggle. (Color, S filmstrips,
5 cassettes, guide; American Heritage Sound Filmstrips)

. Filmstrip: Free Enterprise (1976) introduces the free enter-

prise system, its merits and shortcornings, and the crucial
role of profits. (Color, 2 filmstrips, cassette -or Tecord, -
24 min.; Prentice-Ha!l Media) < .

. Game: “Triangle Trade.” This simulation explores the

slave trade, the economic structure of the New England

colonies, and the mercantile philosophy of Great Britain o
during the seventeenth century. It teaches the participants. °
why the. British government .opposed the triangle trade. -

10. Panel discussion: Appoint four students to the panel. Two
* should investigate and report on the “necessity” of the Brit-
ish plan 'of taxation as reflected in the. Grenville and
Townshend:policies. The other two members do the same

on the “stupidity” of. those policies. -

11. Individual research: Have a bright student investigate the
validity of the economic grievances among the 27 listed in
the Deglaration of Independence by citing historical evi-_
dence in support of, or contradicting the contefitions.

? .
12. Review: Ask the class to prepare five questions which'they
‘believe would constitute a fair, comprehensive test of the
economic causes and results of the American Revolution.

13. Debate: Resolved: That it was inevitable that the thigtén
American colonies would become “free and indeperident
states.” /

/
14. Time line: Draw a time line emphasizing the mtalin eco-
- nomic legislation and events that led to the American

Revolution.

15. Role-playing: A group of Americans are discussing ‘the
Declaration of Independence in a tavern. Select students
to express the views-of a wealthy landowner, a ship
owner, a merchant, farmwife, and a blacksmith regarding
the wisdom of the proclamation.

route, and why the New England colonies did not fit into
the British mercantile system. Participants assume the
roles of the major histdrical parties.in the tridngular trade
route. (Time: 1-3 hours; no. of players: 15-44; Education
Manpower, Inc.) .

. Pamphlet: Read Money in Colonial New England (Federal .
Reserve Bank of Boston, 36 pp:, free, 1974). It is a short
account of the history: of coin and currency in New En-

gland from 1630 to the 1780s. ¢

. Posters: Ask.the students to-prepare posters, signs, no-’

tices, leaflets, and the like, indicating colonial opposition
to the Stamp Act, Tea Act, Intolerable Acts, etc.

. Picture study: Use the pictures in The American Heritage "o~

Book of the Revolution (Simon and Schuster) to illustrate
the spirit and_purpose of the. revolutionary era.

. Map: Ask the students.to draw and labelon an outline

miap of North America the original thirteen states and the
boundaries of the United States after the Treaty of Paris

"(1783). o

\

. Debate: Resolved: That the United States adopt a palicy
.of free trade. :

»

. Table: Ask the students to prepare a two-column table o

~




»

summarizing the arguments for and against the protective
 tariff.

»
"

. Problem for analysis: In 1983 the Fraunces Tavern Mu-
seum in New York City featured an exhibition that ex-
plained the role of the tavern in eighteenth century- Ameri-

can life..In colonial days, tavern activities centered around’

-everyday business transactions, mercantile exchznge, mu-
nicipal meetmgs and events such as the auction of goods,

‘

'property, and slaves. Why did taverns serve as the center

of American life in colonial times? .
~ Have conimittees of students research and report on
such topics as: o

o

Taverns and the economy of the.community
Taverns and politics before the American Revolution
Taverns and blacks and indentured servants
Women as workers and managers of taverns
Tavems and travelers

1
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The Confederatlon Perlod and
the COnstltutIonal Conventlon a
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Economlc Fecte, Concepts, Ptlnclplu, or Problems
. > Economic-aspects of the.Constitution- -and hgw °
economic facfors helped to bring it about.
> The basic problem of. economics (scarcity);,
efficient #location of resources through'

speclalizatnon and exchange s

» Factors of production
o Opportunity cost
MANY OF THE New nations that have' emerged since
World War Il have achieved political 1ndependence only
to find themnselves confronted by serious economnc prob-
lems. Although the United -States began its life as an

——independent nation with many. advantages that today’s °

poor countries do not have, it nevertheless experienced
critical problems. The- Articles of -Confederation gave:

Congress the power to declare war, borrow money, reg- .

ulate the value of coins, and establish - standards. for
weights and-measures. However, Congress could not
draft anyone into the army but, instead, had: to rely,
upon the states for troops, and it could not directly tax
the people.:.Although Conkress could create metal coins,
the states controlled paper money and. banks. Thus, in-
stead of one unified money systém, there were several.

Another important weakness was that Congress could
not regulate’comrherce. .

Trade and commerce were important to America;
but Congress found it difficult to make trade treaties.
Foreign governments feared that the states would not
abide by the terms of such treaties because Congress had
no real power to enforce its decisions. The lack of re-
spect for the new United States was evidenced by. such
events as the closing.of the port of New Orleans to
American goods. ,’ .

Doing business within the new nation was also diffi-
cult, Paper money that had beer issued by Congress dur:
. ing the Revolution was valued at only one:thousandth
of its original face value, and the money- providet by
the states varied in value. States-discriminated against
one another in commercial afﬁnrs, and some placed tar-
iffs on the goods of other states. All of this restricted
commerce and economic progress.

There were other economic problems within' the
states as well. Farmers had gone into debt to purchase
land’and buildings but now found it difficult to repay.

v
I, '

L

¥
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Some legxslatures tried to help.by allowmg longer repay-

" ment periods, issuing paper money liberally, or reduc-

ing taxes. These actions irked the créditors, and violence
erupted (Throughout American economic history, the
conflict betwéen debtor and cred:tor interests is a.con-

tinuing theme:) Shays’ Rebellion. in. Massachusetts’re-

sulted when creditor interests gained control of the legis- -
lature and levied high taxes to pay.state. debts. Alréady
heavily in-debt, many farmers'lost: their property when -
they were unable to-pay these heavy tages. Although -
the uprising was crushed, it led many to fear that Con-
gress did not have aaeguate power: 10 nut down a'more- .
senous insurrection.

Tns MOST-BASIC economic problent is that of suxdty ’
The desires-of people tend to be urlimited, but produc-
tive resources are limited. Productive resources (also
called inputs or factors of production) are land, labor,
and capital. By definition, land includes all patural re-
sources, Labor refeis to all productive human effort.
Capital is human-made wealth .used to produce goods
and services. It mcludes tools, machinery, mines, mills,
factories, transportation equipment, and the like.

. A nation'must have land, labor, and capital in the
right amounts if it is to tevelop a viable economy. A
country. may have. an abundance of. natural wealth bt
be poor because it lacks trained’ people or capital, It is-
interesting to compare America's supply of productive
resources-n its early years with the supplies in some of
today’s new nations, (Note, for example, that the United
“States had a huge land base with abundant natural re-.
sources but a small population, while some. of the newly
emerging nations have huge populations and a relatwely

" small land base with limited natural resources. Thus, for,

the United States a growing populatnon was a b1esmng .

L] 3




because it helped to bring about a better balance be;,g
" tweent lantl and labor, while for many of today’s under-
, developed nations a growing population.is an 1mped1-
ment to economic development.) -
As with-all socretres, young America had to answer
the basic econbmic questions: What shall we produce?

How much shall we produce? For whom shall we pro-

duce? How can we utilize our scarce resources most effi-
ciently to maximize.output? The principle of opportu-
nity *cost is-vitally important here. When a nation is
fully %nd efficiently utilizing its productrve resources, it
can produce,more of product “X” only by reducing the
output of product “Y” (or some other good or service).
Orie of the opportunity costs of producing more cars,
for instance, is that we forgo producing more houses or
some other good that cah be manufactured with the nat-
ural resources, labor, and capital that had to be diverted
to automobile production. On tle other hand, if we have
not been using our existing resources efficiently, we can
produce more of everything that is within our productive
capability if 'we will only eliminate the, inefficiencies.
American entrepreneurs of the 1780s realized that some
of the problems cited above were preventing the full and
efficient utilization of our existing resources.

- +
IN 1785, REPRESENTATIVES of Maryland and Virginia met
at Mount Vernon and agreed ori control of the Potomac
River, the establishment of a uniform system of money
and trade regulations, and annual talks on commercial

N N

" tax, to coin money and regulate its value, and to control

commeérce amang the states and with foreign nations.
Federal taxes were to be uniform throughout the United
States, and there would be no tax on exports.

In dismantling the trade barriers that states had
been setting up, the Constitution encouraged specializa-
tion and exchange, and specialization and exchange help
to account for our great economic progress and.wealth.
‘New England was not well-suited. for agrxculture, but
hadthe necessary water power for factoriés. The South,
on the other hand, could ‘produce cotton and other agri-
cultural-goods that could not be growneasily in New
England The South could now specxahze in cotton while
New England specialized i in manufacturing, and the two
regions could freely trade with one another. By special-
izing, both could become more efficient; and by trading,
the fruits of that efficiency would be shared. People
could move to the new states in the West, confident that
the produce of-their farms or the output of their mills
could be sold anywhere in the' United States, subject
only to the natural restriction of consumer de;nand In
short, the United States became an enormous common
market.

The constitutional provision that private property
may not* be seized except for sound legal reasons also
helped to promote business. Individuals are free to enter
any busiress or profession théy choose.! Success is not
guaranteed; but ong is legally free to try. Despite being
marred by discrimination and by inequalities in income
and educahonal opportunity, freedom of entry has been

problems. The idea spread, and_in 1787, Congress.de-
cided to meet in Philadelphia in order to "revise the Arti-
cles of Confederation.” Economic matters loomed large
in the deliberations, for there were hopes for more trade
with foreign.nations, a uniform monetary system, and
an end to restrictions on interstate commerce. The eco-
nomic aspects of the new Constitution that emerged:
speak for themselves. Congress now-had the power to

an important tactor in economic development ‘This tree-
dom has léd to the development of many new products
and industries. A basic value question that might be dis-
cussed at this point is-the extent to which individuals |
should be free to pursue their own economic interests.
Another is the question of having the government aid
those who have been handicapped by Jlow income, dis-
crimination, and the like.

= DISCUSSION QUESTIONS

Economic concepts ideas, etc that might be brought up in answermg the questions are pnnted in heavy

type (boldface). * )

1. Since human wants never seem to be completely satisfied,
economists call scarcity “the universal economic problem.”

(a) What is scarcity as economists use the term?
Limited resources vs. unlimited wants.

(b) Why does “the fact of ecarcity" create the “allocation

problem”»
« What, how much and for whom shall we produce?

(c) Show how the allocatron problem involves the princi-
ple of “opportunity. cost.”
" Efficient allocation of resources; maxlminng output,

! .

2. What advantage does a region have if it specializes in the
products it can produce best, provided it can exchange
' them for the products of other regions?
Specialization and exchange; efficient allocation of re-
sources; geographic division of labor; natural resources;
laws of absolute and comparative advantage.

*

-

. Of course, thére are often legal constraints. One must have a li-
cense or permit to operate certain businesses, and zomng laws
may prevent such actions as the building of a factory.in a resi-
dential area.

<
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(a) Why did'many New Englanders turn to the'ea by the
end.of the seventeenth century?

(b) Why did manufactuging begin in New England towns?
(c) Why did the South turn to plantation crops?

. A young person deciding to go west to Ohio or Kentucky.

rather than remain on a Neéw England farm was probably
using the principle of opportunity cost.

{a) What does the term "opportunity cost” mean?.

(b) How does deciding to go to college mvolve an oppor-

tunity cost?

Part of the real cost of one’s education is the income

that could have been earned if the student entered the
labor force instead. .

. In The Wealth of Nations Adam Stnith pointed out thata
nation’s prosperity depends upon production and . not.
upon hoards of- precxous metals.

(a) Show how a nation's wealth depends upon the follow-
ing ingredients irvi,aking a country productwe (1)its
population; (2) its natural resources; (3) its ability to
produce.

Real wealth; hctors of production; educaﬁon and
teclmology

(b) Explain how the economic and political system created
by, the U.S. Constitution encourages productivity.
Economic freedom; profit motive; free trade amon‘
“states, °

-
-

. To what extent dxd the Constitution, as drawn up by the
Founders, endorse Adam Smith's idea about laissez faire,
competition, and the proper actwmes of government?
Economic provisions of the Conetitution; govemmml’s
role in the economy,

. Dunng the years 1781 to 1789, under the Acticles of Con-
fedérahon, some economic groups were happy while oth-
ers were miserable.

(a) Which groups were satisfied with economic condi-
: tions as they were? Why?

(b) Which groups were dissatisfied? Why?
Conflicting economic interests, such as debtors vs.
creditors,

(c) Why was this period called “the Critical Period” Qf
American history?

R Why does the Constitution, drawn up about 200 years
.ago, meet the needs of the United States today?

Elastic Clause; flexibility; pouibﬂlﬂu for varying inter-
pretations.

- B
. Under the Articles of Confederation, the federal govern-
ment was really a league of independent states. )

(a) What problems arose between.and among states be-
cause there was no:strong national executive to en-
force the laws? ~

*

9.

s

Barﬂen,tofreetmde inefficient use of resources; lack
of central power to regulate interstate and foreign com-
merce; variety of tax policies; mommyh\subility

(b) Why did the Agticles of Confederation denythe cen-
tral goverm::ent the power to Ievy taxes?’

The Constitution of the Umted States has been’ ca‘ll'ed\a\
“bundle of compromises.”

(@) Describe two economxc proposals for the new Consti-

. Why dou the Constitution permit monopohes for.inven-

tution upon which the North and South or the agricul-
tural and commercial interests were divided.

(b) Explain the gpmpromisa in*the Constitution that
dealt with each of.these proposals. )

-

‘tors;and authors by granting patents and copynsl\b‘l
.Economic incentives; govemmu\t in umndm i
novation and hclmology.

1. "l‘heConshtutxonwasextortedfromarducuntpeopleby
agnndingmcemty Ducuutheuuthorfalntyofthis

economic problems of the

statement by John Adams.
Need for economlc unification; economic
“critical period.”

[

. Compmd\eecononucprobleuuofd\enewmuomthat

hveenmaedeorlqul[withthoufaadby
AmericamundertheArt:claofConfcduahon. )

" Imporiance of capital and social capital (infrastructure); .

government’s role inl the economy; monetary stability;
population; trade; ecomuﬂcmiﬁaﬁon,duuﬁon

. After the Revoluuon,’the Umted States faced international

as well as dornestic economic prob

(a) Whngsxtdnfﬁculttomkemdemﬁawiﬂtfor-
eign nations during the “critical period?”
Importance of uniform trade. policy and centralized
nguhdonofcoum o

(b) How did Great Britain and Spain show lack:of respect
for the government of the United StatesundertheAr-
hcluofConfedention?

\

. lnamue, wxﬂtﬂteadophonoﬂheComtitution,acom-

mon market was established in the United Sum

. (a) What is a common market? .

18.

(b) What are its advantages? Diudvnntagu? :
Fmtud%mdnlhaﬁonandmdbdu\tdlo-
cation of resSurces; enlarged markets; benefits and
mbhmd&nmdhbumdm

(c) Wonld.youbeinﬁvocohComonMaMproﬂh
America? Give your reasons.
Arguments for and against trade restrictions; re-allo-
uﬂonofmcu, competition,

Explain how the Constitution protects freedom of entr-
prise and property rights.




" Educalion and produeﬁvrty, income distribution.

N

o o st - -

' Prlvate dwnenliip as a business lncentive, freedom of op-
portunity; competltlon.

. To.what extent should individuals be.free to pursue their
own economic interests?
Compeﬁtion, laissez faire vs. govenunent intervenﬁon

: To what extent does the Constitution attempt to ehrnmate
iRequalities of educatlonal opportumty and inequalities in
xncome?

-

. To what extent.- should govemment aid those who have
C e ?ben handncapped by low mcome, drscnnunation,_and the -
- lrke?

" Government's ‘r9le_in the economy; income distribution;
economic elfects of dnscmmnation

. What ‘economic conditions in Massachusetts in-the early
1780s contributed to Shays"Rebellion?
Inflation; worthless currency; debtors vs. creditors.

20. Were the condmons described above widespread through-
out:the Uhited States? Explain your answer,

21. How did Alexander: "Hamilton..p
“economic revoluuo{\ that took place several decades .
later? . :
l-lan"niltonsﬁnanualplans uf'ablullmentofﬁlllfaithin y

: tl\ecreditoftheUmtedStatesgovemmmt N

. ACTIVITIES

ot

° 1. Roundtable on' the: Constitution and h'ade Suggest a°
- . _roundtable discussion on how the. Constltutron promoted
. ’tracle Have.one pupil report on the problems of i interstate -

", trade under the Atficles of Confederation. A sécond stu-
- dent-would-survey: :Article [; Sections 8, 9and100fthe
Constitution. A third. student ‘should relate Section:8,

paragraphs 1,3, 5, 7, 10and18mtheConsutuhon'tothe‘
problem of trade. Andafourth student could do the saime .
‘for section 9, paragraphs?andé sectlon 10, paragraphs2

and 3. The'moderator could summarize the discussion. -

: ‘. ‘Founders Hall. of Fame:’ Choose five or six leaders in the

. . Constitutional Convention of 1787. Select students to

study each.leider and report on his>role in-writing the

. Constitution.

. l.erters Ask the students to imagine that they are farmers

in. western Massachusetts just before’ Shays’ ‘Rebellion..
Have khem write letters to the governor of Massachusetts,
descnbrm therr problems and asking for. help,

. lndlvidual repom Asszgn stiidents to prepare oral reports
on the: followmg topics:

The causes and consequences of ‘Shays” Rebelhon
* “Not Worth a, ,Continental”- ~Gresham's Law. .

Opportunrty ‘costs .
Scamty- The.economic problem

, Buzz leuion Dmde the class irito small groups to discuss
what they. would do.to remedy the weaknesses of. the Ar-
ticles of Confederation. As the group leaden report, the
teacher lists - their . suggestions on the. chalkboard. Uhns.
textbooks and/of the Constitution of the United States the

-class can_ fmd -out how. each weakneae was actually reme-

dred

\(n

X Table Ask tllle students to llsnn tabular form-the weak: -
nesses of“ghe Articles of Confederahon (wl\at the docu- -

 ment failed to.do) in one column, and how the Constitu-
tion remedied’ these sl\ortcommgs in‘a second columi.

7 Congreuionalcoﬁm:tteeontheNorthweetTerﬂory
Orgamzetheclassmto.a congressional comimittee consid-

: efing the Land Ordinance of 1785 to discuss the prosand” -

-cons of the sale of land‘in small parcels. On a succeeding
day, this committe€ can also consider the provisions of the
Noithwest Ordinance and “forecast” tl\eecononuc ,social,

and pollhcal resultsoflts enactment. .

8 Bulletin: boarddisplay -Appoint a-commitiee todrawup: o
e ¢ ..plans for:a a bulletin'board display on the economic provi-
sions of the U.S. Constitution, The committee should pool -
ideas before actually preparing the drsplay%

9. Gloseary Add to your- glossary brief definitions. of the
economic termis: found in- the original Constitution. .

10. Classconshtuhon “The-difficulties- ofwnhng a constitu-
txoncanbebroughthometothestudentsbyhamthem
"devise a class constitution as a special homework assign- -
ment. Discussion of. the constitittions in-class on the fol-
lowing day will shot the need for checks and balances, a
bill of rights,- a)udrcxalbranch .etc. -

1. Dramatization ‘Organize the-clasé as the Conmtuhonal
. Conventiori of 1787, Each.student takes the name Of, and ..
becomesfamxl:arwrtl\ thevremofarealdelesahebefore
playingaroleastl\atdeleytemtheclmdramnzalion
For example, Randolph introduces the Virgiriia Plan; Pat-
efson, the'New jersey Plan, and so.on: Reference: The
Greéat. Rehearsal by.Carl Van-Doren (Viking).

12. Editorlal Imagxneyourselfaneduorofanempaperm
one of the thirteen original states just beforetheadopuon
of the Constitution. Write an edrronal urging your state to
rat_xfy thenewformofgovemmt

13. You were. there: Have.the students write and:enact the '
script for a debgte on an economic issue in the Constitu-
tion (export taxes, for example), if the skit is taped, it can

beplayedbagk to the students and uied in other American
‘history classes. ,

the ground for dn T



tion;
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14. Panel discussion: Have the students impersonate Franklin,
Hamilton, Madison, Paterson, Randolph, or other dele-
gates discussing an issue involving economics at the Con-

- stitutional Convention. . -

15. Individual research: If you live in one of the original
states, investigate the campaign for ratification of the
U.S. Constitution in your-state, summarizing the argu-
ments for and against ratification by your state.

16. Filmstrip: The Constitution: The Compromises That
Made a Nation. Focusing upon the debate which resulted
in the “Great Compromise,” the film concentrates on the
personalities involved, and the need felt by the founders
for a new government if the .republic was to survive.
(Color, 2 filmstrips, 2 cassettes, teacher’s guide; Learning-

" .Corporation of America) - .

17. Simulation: “Disunia: A Simulation of the 21st Century:
Paralleling the Problems of Sovereignty in 1781-1789."

Thisgameixia_kuth’estudent_scopgwiththp:bbkmsd

the Critical Period through similar experiences.on a new

planet in the year 2087. (Time: 3 weeks; no.. of players:

25-35; 35 student guides, one teacher’s guide; Interact)

18. Cassette: You Are There. Side One: “Philadelphia, July 4,
1776.” Side Two: “Ratification of the Constitution, June 25,
1788.” CBS reporters create a sense-of “spontaneous his-
tory” by using the techniques of modem: broadcasting

Students shiare the drama- and-excitement. of these twc;

great events. (Social Studies School Service)

19. Film: Show American Revolution: The Postwar Period to
illustrate the weaknesses of the Articles of Confederation,
the movement for revision, and the calling of the Consti-

_ tutional Convention. (10 min.; Coronet.)

20. Filmstrip: Show Writing the Const:tutlon to teach the
causes of the failure of the Articles of Confederation and
" the work of the Convention. (Jam Handy.)

-~

21. Map: On an outline map of the United States, have the
students draw and label the original thirteen states, and
theclaimsofcetainofthaemtutolandswestofd\e

. Book report: Ask a student to read and report ;mMarior;
L. Starkey's A Little Rebellion (Knopf) for an account of
Sil "R I n. R ) )

. Committee report: Have a-student committee study the.
U.S. Constitution from the economic point of view, using
the following quéstions as guides:

(a) What economic conditions gave rise to particular por-
tions. of the Constitution such’'as the powers of Con-
‘gmsorqeciﬁc;dm'ofdatdoam\tlikethe

deliberations of the Philadelphia Convention?
(c)l'iowa‘nstudg\ts@ffecudtodayby&@wmof,
(gl)Whatecoi;onﬁé:dmiuandmbdom

need to know.to understand the issues at Philadelphia?

24. Problem for analysis: In The Critical Period of American
History (1888), John Fiske portrayed America under the
Articles of Confederation as a crisie-riddin country. His
contend that during the- years 1781 to 1789, some: eco-
mmisefr’able.Wl\i:llvfuw’sdoqriotllehut)ﬂ' ;
- tions as they wef:? Why?

(b) Which groups were dissatisfied? Why?'

(c) How were the Articles of Confederation a fulfillment
of the Revolution's goals?

(d) Explain why you do,-or do not; believe that the con-
-federation could:command respect neither at”home

() What were the leading accomplishments of Congress
iinder the Articles of Confederation? Its chief failures?

o
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+ and expand upon some of the economic concepts intro-
-duced earlier and.to acquaint students: with some new.

ones. After the new constitution was adopted, the United

States government had to find some source of funds to

finance its operations. One of the first acts of the new

Congmswastoenactamwﬁf i, ataxonim-
ports. Its major purpose is to raise money for the gov-
. emnment, sothetanffwmbetoohlgluhtstobeef-
. “fective. A protective tariff, on the other hand, is de

to keep foreign goods out of .the country and thus re-

lieve domestic producers from the.pressures of foreign

competition. The controversy over the tariff and other
impediments to -trade.is a -theme that runs_throughout
us. history, and the issize is-very much alive today.
Anotherrecurrmgtlmnstlutofthepd:lkdebt
—the money that the-government has borrowed. The
new United States government was faced with the prob-
Jlem of the debt, and public borrowing continues to be a
live issue in modern times, 'l'hefotmegovanmenthad

not fepaid the laige sums that the Congress and the state-

governments -had borrowed from: foreigners and from.
Americans to help finance the Revolution, New govern-

" ments ofien repudiate the debts of old ones, but Hamil-

tmwuelyurgadthatalltheolddebhbehmad.ln
spxteofthegtutcost this would show the world that
theUmtedSmawasdewmnndtoheoomﬁnmﬂy

sound; Discussing Hamilton's policy can lead to a dis- .

umonofanditmga\eral—dlevitalmleﬂucdit
plays in both domestic and intérnational affairs, the ini-
portance of establishing a good credit rating, and so on.
Perhapsmofﬁuuudmbmvs savings bonds,
and they should understand why U.S. government se-
curities are among the safest in the world.

The tax issue comes to the fore again with the whis-
‘key tax of 1791, Was the.tax really. needed. to supple-
ment the revenue tariff? Was it fair to place a tax on an
item-that was importait to-one group.of Americans?
(Thefam\ersofwawan\sylvaitm

‘What. monéy is and what form it takes
Revefmmdprotocﬂvauﬂﬂs ’

) ‘maddfﬁmktoumﬁmmmﬂt&
*~ palachians’ to-the eastern markets. Distilling the grain

into whiskey. edsed the transport problem, and as whis-
hy,dnmb:wdntagoodm;luwlntsa'hm
tax" ‘anyway1 If the students:have already learned the.
law.of desnaind they can now.again explore the impor-
hmofwy(ne'l'opa) Thetaxwenldmﬂu‘
retail price of whiskey and therefore reduce sales, for if
whiskey is not essential, it is probable that the percent-

- age drop in sales will be greater than the percentage rise

in price, Mn,dn&unandfo:wlnd&yn“c.ka )

.consequence, the fasmers would find their incomes drop- ’

ping. Therefore,- thewlmbyhxoflﬂlwafdlomd‘
by the so-called Whiskey Rebellion.. The rebellion did

notmm&omnd\,adumhadmoomcal& ’

pcuhuuﬁdmwdwﬂupeopkﬂntﬂum
mhadthemtomfometluhwandw

. colléct taxes. (Some:12,000 troops —at least for a-time

under the command-of Washington himself —were sént
toaudltl\embdhou.)AWmomlwumit
muit be-realized. that no governmeiit can be effective
nnlasuhsﬁlemtokvyandooﬂectm .

}lanﬂwnmhuddtmdbmumd‘
industry and the rieed for a balanced economy. He saw
that a one-crop or one-prodict economy is not on firm
ground and promoted the development of manufactur-
mm,amﬁh!aa&wmfammwdd
beoﬁsubyah-hhymfammfacmdm,
Note that some of the poor naticns today have a similar -
need-to:diversify.. Indeed, .there:are even-parts of the .
United States- where divéﬁdion would help to
md\eloalmmy Huiltonmduwoodthr :
comeptofm forllewedtlmmy :

R - l..»i i'l..
emmmbdkvedwﬂ!dnﬁona\dmmd
mhborfauhmbmmimpormummﬂ: i ‘
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productivity. of labor than technologxcal developments

per se.)

Stability was sorely needed in our early system of
money and banking, and Hamilton-attacked this prob-
lem throughhxsproposalforthel?irstBankofthe
United States. The bank was intended to provide a safe
currency, handle government funds and exercise a cer-
tain amount of control over smaller banks. At this point

students should understand the nature of money, and
how it functions as a medium of exchange, a standard of

value, a basis for credit, and a means wherebypeople
may defer cons‘mehon The criteria of good money
(acceptability, storability, transferability, and so on)
should be statéd and explained so that the class will be
able to evaluate the various types-of money that. were
uséd throughout U:S. history. Students should know
that a nation’s money supply must increase as the nation

-

grows and develops, but that too much money can cre-
ate a problem of inflation, while too little can lead to a
deflation. There will be plenty of opportunities to elabo-
rate on these matters throughout the course.

The development of better machines and industrial
methods hastened our economic growth, often meant
more and better goods at lower cost, and made it possi-
ble for workers to enjoy higher wages and businesses to
reap greater profits. The Constitution encouraged.they,
invention of new and -better machinery by providing
that inventors may have the exclusive use of their crea-
tions for a limited period of time. (Some feel that the
patent system is often abused today, however, and has
helped to create monopolistic control over certain prod-
ucts.) - :

DISCUSSION QUESTIONS

Economic concepts, ideas, etc., that might be brought up in answering the questions are printed in heavy

type (boidface).

1 Whatxsanauomldebt?
Government- finance; public . borrowing: government
bonds.

(a) HowwasthedebtfaoedbyGeothalmgtonsad-

(b) Why did Alexander Hamilton insist that the ew fed-

eral government pay the debts of the revolution?
Role of credit; importance of good credit rating.

2. Why did the federal government assume the debts incurred
bythestawdmingthemohﬁm‘l
. (a) Which sections of.the new republic opposed: the as-
sumption of the states’ debts? Why?
mmhmwqu-
ulation; interest.
(b waathecontrovetsysettled?Wpdtisdnbes{
solution? Why? or Why not?
(c) Why isit important for a government (as well a an in-
- dividual) to have a good credit rating? ’
Whydxd}lamxltonumCmtodumrd\eﬁntBank

of the United States?
Function of central banks; rolto(my-\dadiththe

economy.

(a) Why was his plan opposed?-By whom?
Debtor vs. creditor interests; fears of monopoly.

(b) Explamt!npowersgnntedtotheBankofﬂnUnited
Statestoachievempmpoce

{c) Whywasaemtralbankmdedm!hel?%‘l%yn

one necessary today? .

i
o

~

-

4. Btplamwhyl’mnchntWaslmgtonsselechmofAkx
ander Hamilton as Secretary of the Treasury had a pro- -
fo‘n\dnﬁu\oeonﬁtedzvdopnmtofﬂ\em

5. (a) Whit were Hamilton's chief financial plans?
(b) Whatmd\eobpcﬁasofoppolmstoead\m‘l

’ (c)&mmnetheevndauthatﬁamﬂtmhvmeda
strong central government.
(a)l{owdndldfamsvmoﬂheComhtuhmdﬁer
ﬁomtbocofﬁamlton?

6. Slnepmundamuymbiblmlbms cattle were
used ift ancient Rome, tea in ancient China, and tobacco in
colonial Virginia. Explain' why. Would -such items be
mableawueytoday‘l&phnyouram
Criteria for good money.

(a)Whydndgoldbeoomem “international ‘money” for
. ﬂnstwofpaymbmngnahm‘l

(b)Couldmnthncothertlungoldm)ustaswdl‘l
& Why or why not?

7. Prices are elated to the amount of monéy and the quan-
htyofgooduvanhble '

(a) Howmpmaffected:fdolhrsmscarceandgoods
are abundant? .

(b) How are prices affected if dollars are abundant, and
_goods are scarce]-
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.(¢) What terms do economists use to descnbe these condi-

tions?
Deflation and inflation; quanhty theory of money.

. The new federal government offered to redeem the paper

money issuéd by the Continental Congress at one cent per

dollar. Was the government justified in refusing toxedeem-,

at face_value? Explain your answer.

Currency depreciation; inflation; face value; paper money
as a promise (0 pay.

. During the-debates over Hamilton's financial plans, the

tountry gradually divided into two political parties with

(a) Name the two parties, their leaders and théir attitude
toward the interpretation of the new Constitution.

(b) Discuss the essential differences between the principles
advocated by these parties.

(c) Would you have beeti a Jeffersonian or a Hamiltonian

in the years 1789-18007 Explain your answer.
Govanmmt’srolemtlleeconomy

. (a) Why did Hamilton want to put politial power. into‘

thehandsofpeopleofwalth? :

(b) Vﬂ\atwerethebmeﬁsofﬂamdtonspmgnmtothe
farmers? To the merchants? To the manufacturers?

. What were the immediate economic effects of the Ameri-

can Revolution?

.

€

. Cartoon: Ask the students to draw a cartoon on putting

down the Whiskey Rebellion. Begin the assignment by
asking the students questions such as the following: Was
the federal government justified in cracking down on the
farmers of western Pennsylvania' who were evading the
excise tax? Was sending U.S. troops into western Pennsyl-
vamalxke‘hllmgaspndamthanm'?Wasthermkey
Rebellion really muchadoabout nothing™?

. Romduble.l-lavesevera!studentsconductammdtable

discussion of-Hamilton's financial plans. The leader out-
lines the plans, serves as moderator,.and then summarizes

" the discussion. Other members impersonaté a small farmer,

abondholder a business owner, a ship owner,-a loose
constructionist; and a strict constructionist. Questions

‘from the floor should follow the pmentahon
. -Debate: Resolved: That the Congress charter a First Bank

of the United States.

.’l.eum Askthemnbmofthedastonnag:mthatﬂwy

are living diring Washington's administration and that

- they are writing (o- their member of Consren ather to

(a) In what ways had the Revolution stimulated manu-
facturing in the United-States?

Need for economic self-sufficiency during wartime.

(b)- How did peace with Britain affect these industries?

" Competition; protectionism; economic freedom.

(c) How did Hamilton suggest that thé young republic

cope with this situation in his Report on Manufac--
tures?
Need for balanced economy and dwadﬁcation, fac-
tors affecting produ:livny technolopal -develop-
ment; patents as_incentives; protective tariffs and
revenue tariffs. -

r

' Whatnsthednffmbetwmanvenuetanffmdapro- .
tective tariff?

(a) How would you classify Hamilton‘s taﬁff.qf 17891
Why?

(b)Whyd:dthestrongestob;ecnontothetanffcm ’
from the South during the first half of the nineteenth
century?

Effedofhnlfsonhvmgcods effects on exporters.

. Wlutcvxda\oecanyoungetoslwwthatama)orobpec

tive:of the leadership of the new government inder the
Constitution was'the security of property rights and the

promotion of the capitalist system?

. Compare the action of-the federal government. during

Shays*Rebellion with its activities during the Whiskey Re-
bellion. How do you account for the differences in ap-
proach, nfany‘l

ACTIVITIES

vote for or against Hamilton’s proposed national bank. To
secure a variety of reactions, let each student choose one
of the following roles: a rich merchant, a poor cobbler, a ,
farmer, a debtor, abndgebuilder a ship owner, etc.

. Speech: Haveastudentmahaspeechmd\asﬂamlton

might ‘have made in defénse of the bank. Let a second
pupil make a reply such as Madison (Jefferson’s spokes-

‘man in_the House) might have made, See Cofmager's

Documents, nos. 93 and 94,-for the arguments of Hamil-
ton and Jefferson.

.Role-playln:htthestudmtsmpasomteagronpof

Americans discussing- Hamilton's financial plans in the
village hall. Ask the students to express the views of a
farmer deeply in debt, a veteran of the American Revolu-
tion, a banker, a housewife, a widow who owns govern-
ment bonds, etc.

. Individual reports: Asamastudenttomv&mteand ‘
. nporttothedasond\eatutudeoftheordmaryqtim»

toward taxes and taxevanondumsthefollowmgpmods

ofAnmcanhntory
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The period. of salutary neglect
The years immediately preceding the American Revo-
lution
_ The Articles of Confederation - ?
The administration of George:Washington

. Political rally: Have one student represent Hamilton and
another Jefferson at an imaginary political rally dealing -

with the assumptiori of the states’ debts. After the speakers.
have concluded their debate, the audience (the-entire
class) should ask questions. The teacher should then call:
for a summary. :

-

2 Role-playillg—imwm interviews: Assign two or three

articulate students to play the roles of reporters for the Jef-
ferson Journal or the Hamilton Herald. Let them interview

pupils assigned the roles of farmers, plantation owners,

southerners, northerriers, westerners, debtors and credi-
tors, regarding the. great economic controversies of the
day such. as Hamilton's financial plans, the-purchase of
Louisiana, the.tariff, internal improvements, etc. The in-
quiring reporters should ask for.not only opinions but for
the reasons for holding such viewpoints. °

PR

. Essays: Ask the students to write a short essay on "How

Alexander-Hamilton Built a Strong Economy.”

L]
.

11. Bulletin board display: Appoint a committee to prepare a

display on various aspects of-money, including.the four
uses of money and various items used as money through-
out the ages. The display can be supplemented by stu-.
dents’ coin and money collections.

. Resource person: Invite a rbptsenlati\;e of a bank or loan.

company to speak to the class on the importance of credit
and a good credit rating in today’s economy.

3. Visit.to bank: Send a small group of s_tgdmtgvto\'isit a

commercial bank to become inforrged ‘about-its various
services. Bring back samples of deposit.slips, withdrawal
slips, loan applications,-and brochures for use in class. For
use in class.discussion of the visit, the group-might also.
prepare a table listing the services of a commercial bank.
and the legal conditions it must meet. °

. Filmstrip: A New: Nation: The Struggle to_Survive,

1789-1815 (1982). Part One covers the Genet Affair, the
Whiskey Rebellion, the cabinet. feuds between Jefferson
and Hamilton. Part Two covers 1794-1815 and takes up
the Jay Treaty, the Alien and Sedition" Acts, Jeffersons
presidency, the Louisiana Purchase, and the War of 1812.
(Color, 2 filmstrips, 2 Cassettes, teacher's:guide; Bench-
mark) ’ ) =

. Film: Show Alexander Hamilton to stress the -role of

Hamilton as a member of Washington's Cabinet and as the
author of his financial plans. (20 min.; Encyclopedia Brit-
!annica.)

. Meet the press: Seléct an articulate, well-informed student .
to represent Hamilton at a meet-the-press session in which

several other members of the class sefve as reporters.
After the role-playing has ended, ;a "ively general class\dis-

cussion should follow. '
. Mock caipaign: Divide the class into Federalists and Re-

ptiblicans and have.them conduct.the campaign of 1800.
Besides speeches and rallies, the students:might prepare
political posters, cartoons,-slogans, and songs.

. Booklel: .Coins-and- Cuirency reviews Arherican money

froqumpumto&dera“lRmvihotesandindudupho- ~
tographs of the most important and unusual coins.and
notes in our history. (Federal Rese Bank of New.York,
24 pp., 1961)

. Booklet:: 1‘h¢‘§¢ory of Money examines the evolpgion of

money, touching on topics such as barter, commodity

.oney, early types.of gold and silver money, America’s
. cqlonialap‘a?mwithmoney,andtl_\e'qlevdopumuof

fiat money. (Federal Reserve Bank of New York, 21 pp.,
1961) . .

. Film:. The Curious History of Money (1973) describes in

cartoon style the basic evolution of money from barter to

.charge cards. (16 m., 20 min.; Federal Reserve Banks of .

Cleveland and Boéton; free loan)

. SododrmAftemgasododramatonﬂd:f-

ficulties involved:in bartering goods, disctiss the folkm~

ing: o
(a) How the use of money overcomes the difficulties of
(b) The role of money in the United States economy;.
(c) 'Why a nation must have a uniform currency system;
(d)ﬂwnpn'etgiysystﬁnsei'ppbyg\kxandg}hnﬁhon
. for the United States in 1792. .

. Analysis of a speech: Analyze Washington's Farewell Ad-

dress in the light of economic and intérnational conditions
in September 1796. Then analyze the address again jn the .

light of those conditions today. Did Washington provide-

advice suitable to both periods?-Justify your answer.

. Problem for analyss: In the 19805, the American people

from those faced. during the daysof.the early. republic. .
‘acted to the following proposals widely discuseed today?
(a) A national tax on sales such as a value added tax;
(b) Reductions in social security. benefits and other social
;  benefits; . ;
{c) Federal aid to education including tuition tax credits;
(d) Federal takeover of medicaid and welfare payments; *
(€) Highest priority-on spendirig for the buildup of:na-
tional defense. e ) -
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Toplc 5
The Growth of tho U s. Eeonomy

¥

'mucracu,cmmmumum
Econoifiic growth-and how itis measured

Gross National:Product (GNP) .
and other aggregates
» Social and private capital
»

Per capita output

Az 1 5aD been in office six .months; President
Washington set out on a tour to see at first hand how

the American economy was functioning. Among other

thmgs,hefoundavanetyoftradsandmdustnesoper-

ating in New England, observed that 110 ships and 800

sailors at the port.of Marblehead (Massachusetts) were

'engagedmﬁslung,andnotedthatourfarmprodum
- were being shipped to Europe in large amounts. Ameri-
cans were boasting of :their-prosperity, and merchants.
‘were predicting_ that Armerica would find markets for

her goods abroad as long as:foreign governments.did
not interfere in our commerce. War-in. Europe; how-
ever, threatened to change: theecononucp:cture The
undeclared naval war with. France (1798 to 1800), the
activities of the Barbary pirates, and the resumption. of
warbetweeantamandFramemlaosposedprob-
lems. At home, political parties had formed. Hamilton's
Federalists represented commerce,. mnufactunng, and
the financial interests; Jefferson’s Republicans repre-
sented the farmers and the debtors. Then; as now; there
were important economic différences betiween political

-parties.

Today, of course, the picture .is more. complex.

-Twomembersofthesamepartymayhaveecononuc
views that are poles-apart. Eighteen-year-olds now have

the right to vote. To be adequately prepared for this re-

) sponsnbﬂxtystudmtsslmﬂdnototﬂyhnowtheeconomnc
policies ‘of the candidates but-understand the implica-

tions of those policies. 'Ihysl\mldbeabletoapplythe
analytical tools of economics: to the various campaxgn
platforms and promises.

'l'helmportanceoftradewaswelhllustratedbythe:

effects of Jefferson’s embarxo The embargo was an at-
tempt to use économics:as-a polmcal “and.diplomatic
weapon. Since World:War Il we have seen occasions
when the Umted States banned trade with Comiriunist
Chmaandplacedstnctcontrolsonttademthothet
Communist nations. -An examination of such.actions
can bring tohghtmanybwcecononncfactsandpnnc:-
ples. For example, who- really pays the price? Is an em-

P

-

bargo wise? Fair? Efféctive? It-might. be-interesting:to
havethedasscomparetheOPEC (Organization of Pe-
. trolevim Exporting Countries) oil embargo of 1973—74
 with Jefferson’s embargo.
Ieffasonsembargomﬂhedmanwpercmtde-
cline in our trade, and -American mérchants protested:
while Britain still refiised to yield to U.S. demands. (Ac-
tually,theembargowashurmgtheBntlshecm
but by-the time Britain decided fo-accede to American. -
demands it was tco late to stop the war.that was about -
to-break otit between the two-nations:) The economic.
effectsofwarmxghtbestududmsomedetal using
various wars throughout our history:as examples:
TheWarolelzdndhelptospeedupthedevelop- .
mmtofmdustrymtheUmtedStates for. the-country
was.forced to- build its:own factories because.the war
prevmhednomultrademthﬁurope Afterthewar,
therewasafeelmgofumtymtanmudStata anda
comemforeconomxcgrowth A protective tariff was
placed nponEuropanmanufactum and tariffs have
-.been a:source of ‘confiict ever-gince. A second Bank ‘of
tlemtedStatawasestabhsl\ed and Heny Claypro-
posedthatwebmldroadsandcanalstoumteallsec-
honsofthecountryandfaahtatetheﬂowofgoods
Mmportameofaphlgoods(eg machinés,
factones, tools)-can be illustrated here, -for- théy -are
neededtoyrodtmod\a'goodsandm In addition:
topnvatelyowudcapmlgoods such as-a Genera):
Motors plant, we need social capital (sometimnes called
soaaloverlmdcamtal)‘ﬁodalcapltalrefmtomd\. -
thirigs as roads, bridges, poits, and communication and
transportation’. facilities, that are publicly-owned. They
are;necéssities, butbeamedteyarerarelyaproﬁhble

1 Tmtomblmbmiummdtord«tomw
ofcaplwnmmmwodubcmmmmw i‘s., pu -
" Jicly owned. Infrastructure is’ really a.somewhat.broader term,
however, 1of. it includes pﬂvmiy owned railroads, communics:
‘fion facumu, and the like, as well as those which are pwlcly

N !
#»
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enterprises they must often be provided by government
There has always been disagreement about what should
be privately owned and what should be operated by
government.

The topic of growth is a vital one, andit has be-
come controversial. A nation is growing economically
when it produces more goods and services each year,
when business expands, and when job opportunities in-
crease. Some have opposed growth or growth in partic-
ular sections of the economy on the ground that growth
brings the problem of pollution or the undue depletion
of natural resources. Most economists would argue,

however, that a growing economy can help to give us

the resources needed to cope with such problems asen-
vironmental decay and poverty.

Everyone should understand the meaning of GNP
(Gross National Product), the most commonly used

measure of a nation’s economic performance. The GNP
indicates, usually in terms of current dollars, the money

value of all the final products (goods‘and services) pro-
duced during the year. Because prices change, however,
the GNP.is often adjusted and expressed in “constant
dollars” in order not to confuse the effects of a change in

" prices with a ‘real change in thé'amounts actually pro-

duced. The Depaitment of Commerce, which estimates

the GNP, -makes-aseries of detailed calculations that re-

sult in a kind of price index called the implicit GNP de-
flator.

In 1982 the' GNP deflator was 207 Since, for this
index 1972 =100, the figure of 207 indicated that prices
in general were about double their 1972 level. The GNP
before adjustment for prices, was $3.06 trillion in early
1982, as compared with $1.19 trillion in 1972 —or about
2.6 times greater..But mos? of this increase was the re-
sult of higher prices, as is shown by the following calcu-
lation. Divide the 1982 GNP in current dollars ($3.06
trillion) by the GNP deflator for-that year (207}, and
multiply the result by 100. This gives a constant-dollar

GNP of $1.48 trillion. In other words, $1.48 trillion is
what the GNP would have been in 1982 if prices had not .

risen since 1972. Now we have a more accurate:picture
of the growth of the national output, for real output in
1982 was only 1.24 times the 1972 figure, not about 2.6
times. GNP figures— dollar amounts and percent changes
— are often cited in newspapers and magazines, and one
must be: careful to notice whether the figures cited are
given in current or in constant prices.

Do not.confuse the GNP deflator with the Con-
sumer Price Index (CPI). The latter is an index of the
prices of goods and services purchased by typical urban

2. ACPi that stands at 295 today, for exampie, indicates that it now
costs about $295 to purchase the same amount of goods and

services that one could obtain for $100 in 1967. If the CPlis ~

\

. N _ _ .

households;? the former covers all-items counted in the -
GNP, which includes purchases by consumers plus those
made by business, nonprofit organizations, government
at all levels, and also net exports. Furthermore, the two -
indexes do not always have the same base period. In-
1983-the CPI-had 1967 as the base year, while the GNP
deflator had 1972.

There is still another refinement that ought to be
made besides adjusting for price change when growth in
a-nation’s GNP is being measured. That refinement is'to
adjust for changes—usually increases—in population. *
Should, for example, population grow as:fast as GNP,
no growth irr the nation’s level of living would occur,
because no one's share of the goods and services being
produced could—on average—increase. Adjusting for
population change helps one to see whether GNP:is in-
creasing fast enough to improve the level of living and
also helps to give truer results when comparisons of eco-
noric progress among countries-are made.

Our previously calculated figures showed that real
GNP increased 24 percent between 1972 and 1982. Pop-
ulation in that period rose about.11 percent. These ﬁg-

ures imply that per capita GNP increased some 13 per-— -

cent. That is, 11 percent of. GNP growth went to “feed:
more mouths,” so to speak, and:13 percent went to im-
prove the average individual's level of living. From the
13 percent it can further be calculated that the average .
American’s level of living improved about 1%-percent -
a year from 1972 to 1982. - .o

If time permits, the class can take up the study of
the other aggregates associated with the calculations
made to arrive at GNP or per capita GNP. These in-
clude Net National Product (NNP); National Income
(NI), Personal Income (PI), and Disposable Personal In-
come (DPI). The Net National Product is simply GNP
minus the value of capital goods that havé fully depreci-
ated, becomie obsolete, or been destroyed. This calcula-
tion subtracts from current output the capital goods be- .
ing produced in order to replace those no longer useful;
it gives us ameasure of the value of new.additions to the
stock of capital goods plus those goods.and services
available for consumption. The National.Income figure
is a measure. of the amounts paid to the factors.of pro-
duction (land, labor, and capital. goods) that have been
employed to produce the GNP. It is the sum of corporate:
profits, the income of noncorporite business, wages and:
salaries, rents, and interest payments (excluding interest
on govemment debt). I a sense, the NI tells us what a -

!

rising faster- than your monay income, your real income is actu -
ally falling because you can buy fewer goods and services with
it. (The foregoing assumes that you are a “typical” urban con-
sumer.and normally buy the kinds and amounts of goods and
services priced in the CPI.)

13
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nation pays out to itself to produce the GNP.? Personal
income is a measure of the current income received by

" people, regardless of the source of that income. Thus, in .
addition to earned income (such as wages, salaries, in-

terest, rents received, etc.)-Pl includes transfer payments
—uneinployment compensation, old age benefits, relief
payments, financial aid to veterans, and the like. Trans-
fer payments are notincluded in the NI because they do
not represent payments that add to the nation’s output
of goods and serviges; they are simply transfers of earn-
ings from one pocket to another, so to speak. Disposable
Personal Incomie tells us how much income people actu-
ally have availa:ble to spend or to save. It is the amount
people have left after they have paid social security
taxes, personal income taxes, estate, gift, and personal
property taxes, and certain fees paid to governments.

Each of the aggregates that is part of the GNP ac-
counts has its uses, and each is usually expressed in cur-
rent dollars. (For further information, see any standard
introductory college textbook on the principles of eco-
nomics.) A great many of these aggregates can be de-
flated in a manner similar to that used to deflate the
GNP.¢

—

Economic concepts, ideas, etc., that might be brought up in answering the questions are printed in-heavy-

type (boldface).

1. Why did President Jefferson declare an embargo cutting
off trade with Europe, even though a flourishing trade was
vital to the Arherican economy?

Economics as a political weapon; importance of trade.
S .

(a) Why did the embargo cause prices of certain com-
modities in the U.S. to change? A
Supply and demand; imports and exports; foreign and

- domeshc markets. .

(b) Why were many important people opposed to Jeffer-
son's embargo and "Mr Madison's War” (the War of
1812)7

Impact of the embargo on various sectors of the econ-’

omy.

. How did the War of 1812 affect different.regions of the
United States?

3. Unfortunately, the term National Income,is sometimes care-
Jessly used as a synonym for GNP. However, NI will always be a
smaller figure than GNP because of (1) the deductions made
from GNP to arrive at.NNP, and (2) some adjustments that are
made to NNP to afrive at NI.

. Use of the coricept called Gross Domestic.Product, or GDP, is
becorning more common. GDP is a measure of the market value
of final goods and seivices produced within a country and ex
cludes intérnational flows of income.

Some important prerequisites that enable sustain
economic growth to take place include political stability,
a.unified system of money and bankmg, the wise use of -
natural resources, technological progress, education, a
willingness to work and to produce, and freedom of trade
and commerce. Most countries want économic growth
in order to provide their people with a higher level of
living and to attain or maintain economic strength.
Most economists approve of economic growth, for they
believe it means.more jobs, a greater amount and vari-
ety of goods and services, and more resources with
which to combat probiems such as poverty, slum condi-
tions, inadéquate transportation, and pollution. There
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