CHAPTER 9

Section 3, 319-323

3 ASSESS

Assign Section 3 Assessment as
homework or as an in-class
activity.

& Have students use the
Interactive Tutor Self-
Assessment CD-ROM.
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Before the advent of the electric vac-
uum cleaner, the ritual of spring-
cleaning involved moving furniture
aside and taking carpets and rugs out-
doors to beat the dust out of them.

Reading Check

Answer: pools, vertical and horizon-
tal integration, monopolies, trusts,
and holding companies
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American imvontiveniess and
the nation's growing industrial
might combinet ta provide
EI.IF'I'P-l:rf-thE-EEﬂ tur" CONSUMers
with an ever-increasing array of

homemaker

products. Here,
wields an early electric vacuam
cleaner. Mass-produced house-
hold devices had a tremendous
impaco on the fifestyles and
buying habits of millions of
middle-class Americans, In

vy

cities, huge shopping empo-
riums replaced the cozy dry
goods stores of the 1800s. Even

rural eustomers eatld biry an

’..Illll_;'

almost endless variety of mer-
chandlse from mail-order cara-
logues such as Sears, Rocbuck
and Montgomery Yyard.

oil companies throughout the world forced the
Standard Oil Company to keep its prices low.

Trusis By the late 1800s, many Americans had
grown suspicious of large corporations and feared
the power of monopolies. To preserve competition
and prevent horizontal integration, many states
made it illegal for one company to own stock in
another without specific permission from the state
legislature. In 1882 Standard Oil formed the first
trust, a new way of merging businesses that did not
violate the laws against owning other companies. A
trust is a legal concept that allows one person to man-
age another person’s property. The person who man-
ages another person’s property is called a trustee.
Instead of buying a company outright, which was
often illegal, Standard Oil had stockholders give their
stocks to a group of Standard Oil trustees. In
exchange, the stockholders received shares in the
trust, which entitled them to receive a portien of
the trust’s profits. Since the trustees did not own the
stock but were merely managing it for someone else,
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they were not violating the law. This arrangement
enabled the trustees to control a group of companies
as if they were one large merged company.

Holding Companies Beginning in 1889 the state of
New Jersey further accelerated the rise of big business
with a mew general incorporation law. This law
allowed corporations chartered in New Jersey to own
stock in other businesses without ary need for special
legislative action. Many companies immediately used
the New Jersey law to create a new organization
called a holding company. A holding company does
not produce anything itself. Instead, it owns the stock
of companies that do produce goods. The holding
company controls all of the companies it owns, effec-
tively merging them info one large enterprise. By 1904
the United States had 318 holding companies.
Together these giant corporations controlled over
5,300 factories and were worth more than $7 billion.

(m Explaining What techniques did

corporations use 1o consolidate their industries?

selling the Product

[he vast array of products that American indus-
fies churned out led retailers to look for new ways to
narket and sell goods. N.W. Ayer and Son of
phﬂade]Phiaf for example, developed bold new for-
nats for advertising. Large display ads with illustra-
jons replaced the small-type line ads that had been
-,tandafd in newspapers. By 1900 retailers were
pending over $90 million a year on advertising in
ewspapers and magazines sold across the nation.
\dvertising attracted readers to the newest retail
tusiness, the department store.

In 1877 advertisements billed John Wanamaker's
rew Philadelphia department store, the Grand Depot,
45 the “largest space in the world devoted to retail sell-
rgona single floor.” When Wanamaker’s opened,
crly a handful of department stores existed in the
United States; soon hundreds sprang up. Department
_tores changed the idea of shopping'by bringing a
tuge array of different products together in a large,
eiegant building. They created an atmosphere that
made shopping seem glamorous and exciting,

Chain stores, a group of similar stores owned by the
same company, first appeared in the mid-1800s. In-con-
trast to department stores, which offered many serv-
ices, chain stores focused on thrift, offering low prices
instead of elaborate service and decor. Woolworth's, a
chain store that opened in 1879, became one of the
most successful retail chains in American history.

To reach the millions of people whe lived in rural
areas in the late 1800s—far from chain stores
or department stores—retailers began issuing

e

The Mew York Stock Exchange In 1792 business-
people met in New York City to establish a stock
exchange— a marketplace for buying and selling
stock in companies, At first, the new stock exchange
was located under a buttonwaood tree on Wall Street.

The organization took its present name, the New
York Stock Exchange, in 1863. Huge amounts of the
capital required for the nation's industrizlizatjon after
the Civil War passed through the New York Stock
Exchange.

As stock trading grew, investors across the nation
needed financial news. In 1882 Henry Chares Dow
and Edward D. Jones founded Dow Jenes & Company.

This new company sent bulletins on the |

day’s business to Wall Street's financial TR s
houses. The day's last delivery i sl
contained a news sheet, iy “

which became the Walf
Streef fournaf in July 1889,

O

mail-order catalogs. Two of the largest mail-order
retailers were Montgomery Ward and Sears, Roebuck.
Their huge catalogs, widely distributed through the
mail, used attractive illustrations and friendly
descriptions to advertise thousands of items for sale.

m Identifying What innovations did

retailers introduce in the late 1800s to sell goods to consumers?

[ SECHION S

Ciezciinng for Understanding

. Define: corporation, economies of
scale, fixed costs, operating costs,
pool, vertical integration, horizontal
infegration, monopoly, trust, holding
ompany.

2. Identify: stockholder, stock, Andrew
Carnegie, Bessemer progess.

» Listthe new methods of advertising
and selling that helped push consumer
goods in the late 1800s.

(=]

Aoyiewing Themes
4. Economic Factors What factors
allowed corporations to develop in the
United States in the late 1800s?

ASSESSMENT

Critical Thinking
5. Forming an Opinion Do you think an
individual today can rise from *“rags to
riches” like Andrew Carnegie did? Why
or why nof?

6. Organizing Use a graphic organizer

like the one below to list ways business
leaders in the late 1800s tried to elimi-
nate competfition,

Aftempts to
Eliminate Competition

Analyzing Visuals

7. Analyzing Photographs Study the
photograph on page 322 of a woman
using an early electric vacuum cleaner.
How would you compare this to today's
vacuum cleaners? How do you think
new mass-produced appliances such as
this one affected the lives of women in
this era?

Writing About History

8. Expository Writing Write a newspa-
per editorial in which you explain why
entrepreneurs such as John D.
Rockefeller and Andrew Carnegie were
a positive or a negative force on the
U.S. economy in the late 1800s.
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. INTERDISCIPLINARY CONNECTIONS ACTIVITY

E o

Economics Invite a representative from the Small Business Administration to speak to the class
about the impact of small businesses on the community. Ask the speaker to address the basics of
how one goes about setting up a small business. As a dass, discuss the various ways that busi-
nesses can be financed. L2

L. Terms are in blue.
2 stockholder (p. 320), stock
{p. 320), Andrew Camnegie
{p. 320), Bessemer process
{p. 321)
3.large display ads in newspapers,

department stores, chain stores,
mail-order catalogs

4. general incorporation laws

5. Students’ answers will vary.

6. pools, trusts, monopolies, vertical

and horizontal integration

7. today’s are lighter; gave women
more leisure time

8. Editorials should use clear
arguments,
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Today The Wall Street Journal has
the largest daily circulation of any
newspaper in the United States,

Reteach

Have students evaluate how
Andrew Carnegie’s innovations
transformed the steel industry.

Enrich

Ask students to create a Venn
diagram comparing and con-
trasting the types of businesses
from which people purchased
goods in the 1880s and from
which they purchase goods
today.

U/ Reading Checld

Answer: large display ads in news-
papers, department stores, chain
stores, and mail-order catalogs

4 cLoSE

Have students analyze how
large corporations came to domi-
nate American business.

323

—



