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PREFACE

The business achievements of the last hundred years, with
all they signify for the satisfaction of human wants, are a
remarkable performance. They are a revelation of what
man can do in this respect when his attention is focused
strongly on the pursuit of wealth. It may be assumed that
the student is interested not only in what has been done, but
why it was done. That is to say, while the mere record of
our industrial advance may be of interest, the surpassing
object of study is the forces that have brought about our un-
usual economic development. No study of our industrial
past would be satisfactory which failed from this point of
view. If we are merely seekers after practical things, the
causes are certainly important, for in these are to be found
an explanation of what has been accomplished ; these causes
also provide a basis for the criticism of our past industrial
policy, and they must be understood in formulating a policy
for the future.

In this volume I have treated the subject matter of eco-
nomic history as a record of development. Throughout the
study an attempt has been made to bring together causes
and results. Herein the student will find most of the eco-
nomic material with which he is familiar, with some addi-
tions perhaps to suit the particular emphasis of our study.
Emphasis has been laid on the development and use of raw
materials, on technical improvements, on the growing use of
by-products, on the expansion of our industrial organiza-
tion, on the growing specialization in all branches of indus-
try, on the introduction and development of numerous comn-
merecial facilities, on the growth of government regulation,
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and on the development of business education. Among
other things, emphasis has also been laid on the effect of the
expansion of our national domain and on the acquisition of
our new possessions on our economic growth. No study of
industrial development would be complete without a knowl-
edge of the new methods of marketing and of our foreign
commercial aims,

in organizing the material for this volume it has seemed
to me that something is to be gained by tracing through a
period the great branches of industry, as for example, man-
ufactures, commerce, agriculture, and by showing the rela-
tion of these branches in process of development by the use
of summaries and by introductory matter at the beginning
of the chapters.

In presenting this material I have tried to keep in mind
the needs not only of students in departments of economies
and in schools of commerce, but also of the general reader.
A study of economic development may serve as the starting
point for the reader who wishes an initial survey of the
whole field of industry, and as an outline of the field for the
student who is pursuing specialized studies.

Isaac LipPINCOTT



PREFACE TO THE SECOND EDITION

Changes in our economic development since 1921, when
the first edition of this volume appeared, have made it
necessary to revise a great dcal of the matcrial of the text.
The revision has been comprehensive, including additions
to some of the earlier chapters, changes in all the tables
so as to give the latest available data, and many additions
to the body of the text. The remarkable development of
trade and industry since the close of the World War has
presented new material which no writer can overlook. This
is notably the case with the new status of agtculture, of
the railroads, of foreign trade, and of the new relations
growing out of the settlements with the debtor countries
of Europe. I have added a new chapter at the end of the
volume giving an estimate and an appraisal of the economic
development of the United States. The present volume is
amply supplied with maps and charts illustrative of the
materials of the text.

I L.






CONTENTS

PAGE
PREFACE . . e e e e e e e v
PREFACE TO THE SECOND EDITION B £
PART I
FACTORS IN ECONOMIC DEVELOPMENT
CHAPTER

I. DEriNITIONS AND CAUSES 3

1. The Relation of Economic Hlstory to F‘con
omics . . . . 3
2. Industrial Gloups . 5
3. The Relative Importan(‘(‘ of the Groups 7
4. Industrial Evolution . 8
5. The Division of Labor 8
6. The Localization of Industry 9
7. The Integration of Industry . 11

8. Periods in the Industrial Development of the
United States R R b |
II. ConNp1TIONS OF ECONOMIC DEVELOPMENT . 14
9. Man as a Factor . 14

10. Man’s Institutions . 15

11. Government and Industry 15
12. State and Local Governments 19
13. Private Institutions 20
14. Resources . 21
15. The Soil and Chmate . 22
16. Forest Resources 25
17. Mineral Resources . 27
18. Iron . 28
19. Coal 31
20. Petroleum 31
21. Lead and Zinc 32
22. Copper . . 32
23. Gold and Sllvcr . 32
24, Water Resources 33
25. Other Resources 36
26. Summary of the Fn.ctors of Fconomlc Devel-
opment . . . . . . . . 36

ix



x CONTENTS

PART II
THE COLONIAL PERIOD

CHAPTER PAGE
III. EXPLORATION AND SETTLEMENT . . . . . . 41
27. Early Conditions . . P 3 |
28. The Discovery of America . . . . . . 44
29. Explorations of the Interior . . .. 4
30. The Difficulties in Foundmg Settlements . . 46
31. French Colonics . . .. 49
32. Spanish Settlements . . . 50

33. English Business Lnterpnse Bnckground of
English Colonization . P ) |
34, The First English Settlcments .. . . . b3
iV. COLONIAL AGRICULTURE . . . . . . . . . 61
35. Agricultural Experiments . . . . . . 61
36. Farming in New England . . . . . . 64
37. Farming in the Middle Colonies . . . . 66
38. Agriculture in the Southern Colonics . . . 66
39, Tobaceco . . . . . . . . . . . 67
40. Rice and Iudigo i 1+
41. Agriculture in Louisiana . . . . . . . 70
42. Colonial Methods of Cultivation . . . . . 72
43. Land Tenure . . B £
44, Systems of Labor . . . . . . . . . 79
45. Indentured Servamts . . . . . . . . 80
46. Negro Slavery . . . . . . . . . . 84
47. Lumbering . . . . . . . . . . . 86
48. Fisheries . e ... 89
49. Metals: Products of the Mmcs RN .. 9
50. The Role of the Extractive Industries . . 92
V. CoLONIAL INDUSTRIES AND REGULATIONS . . . . 94
51. Colonial Legislation . . . . . . . . 94
52. The Mercantile Theory . ... 9
53. Commercial Regulations, 1763—177o ... 102
54. Colonial Manufactures .o . . . 106
55. Textiles . e e e v« .. 106
56. Flour and Meal . 4
57. Mill Industries . . . . . . . . . 108
58. Iron . e e e v .« . . 108
59. Boots and Shoes e e e v+ . . . 109
60. Colonial Commerce . . . . . . . . 110
61. Colonial Money . . . . . . . . . 110
62, Fur Trade . . . . . . . . . . . 111
63. Coastwise Trade . P b |1
64. Trade with the West Indles .. . . . . 116

65. Commerce with Europe . . . . . . . 116



CONTENTS

PART III

FOUNDING OF THE NATIONAL INDUSTRIAL SYSTEM

CHAPTER

VI. ForMATION OF THE CONSTITUTION AND THE IMME-

1789-1866

DIATE RESULTS .

66.
67.
68.
69.
70.
71.
72.
73.
74.
75.

VII. GROWTH OF POPULATION AND EXTENSION OF

Results of the Revolution

The Results of War Financing . .

The Effects of the Issue of Paper Money
Conflicting Regulations of the States
Other Results of the Revolution .
Economic Provisions of the Constltutlon
The Formation of the New Government
Financial Matters . P
The First United States Bank

Coinage Laws .

NATIONAL DoMAIN .

76. . .

77. The Distributiou of Populatlon, 1790 .

78. The Growth of Population

79. The Causes for Changes in Distribution of
Population e e e e

80. Immigration .

81. The Westward Movemcnt . .

82. The Growth of the Westward Movement .

83. The Settlement of the Far West .

84, The Growth of the National Domain .

VIII. Propbucts oF FIELD, FOREST, AND MINE, 1790-1860 .
85. Effects of the Revolution on Agnculture .
86. Pioneer Farming .

87. Invention of the Cotton Gin . . .

88. The Production and Export of Cotton . .
89. The Westward Movement of Cotton Culture .
90. Growth of Cotton Markets

91. Growth of Slavery .

92. Agricultural Methods in the South .

93. Other Southern Crops ..

94, Tobacco

95. Rice .

96. The Rise of Agnculture North of the Ohio
97. Meat Packing . .

98. The Land Policy of the Umted States

99. Labor-Saving Machinery . e

100. Livestock . .

101. The Product of Mines

102. Iron Ore . N

103. Coal

The Population in 1790

THE

PAGE

121

121
122
124
126
127
128
134
135
138
141

144

144
146
149

150
153
155
157
160
162

167

167
168
171
173
174
175
177
179
179
180
181
182
186
188
191
192
192
194
195



CHAPTER

IX.

CONTENTS

PAGE
104. Gold . . . . . . . . . . . .97
105. Timber Resources . . . 198
106. Summary of the Development of Resources . 199
MANUPACTURES: 1790-1860 . . . . .. 201
107. Factors in Manufacturing Development .. 201
108. The Industrial Revolution . 202

109. The Effect of English Improvements on | Manu-
facturing in the United States . . 208

110. The Advantages of the United States for
Manufacturing . . 207
111, The Effect of the War of the Revolution . . 208
112. The Introduction of Steam Power . . . . 209
113. The Wide Diffusion of Certain Industries . . 210
114. The Industrial Stages in the United States . 211
115. The Growth of Manufactures . . . 212
116. Patents and Inventions . . .. 216
117. The Decline of Home-Made Manufactures . . 218
118. Manufactures of Flour and Lumber . . . 219
119, Textiles . . . . . . . . . . . . 220
120. Iron . . .. .. 223
121. The Distribution of Manufactures . . . . 225
122. The Tariff Policy . . e ... 227
123. The Acts of 1824 and 183% .. . o.o.o228
124, The Tariff Acts of 1842 and 1857 . . . . 229
125. The Labor Movement . . .. ... 230
126. The Humanitarian Movement . ... 232
COMMERCIAL EXPANSION .o .. . . 23
127. The Second United States Bank .. . . 236
128. Banking Development . . . . . . . 238
129. The Suffolk Bank System . . . . . . 239
130. The Safety Fund System . . . . . . 240
131. The Free Bank System . . . . . . . 240
132. Free Banking in Other States . . . . . 241
133. State-Owned Banks . . .. .. 242
134, The Independent Treasury System ... . 243
135. Coinage . . co. .. 243
136. Means of Commumcatlon P ... 244
137. The Backward State of Improvements .. . 245
138. Turnplkes 2 14
139. Gallatin’s Plan . .o . . . . . 248
140. The Cumberland Road .. . . . . . 250
141. The Canal Period . . ... . 251
142, The Effect of the Cnms of 1837 . . . . 256
143, Early Era of the Railroads . . . . . . 256
144. The First Railroads . . . . . . . . 257
145. Financing the Railroads . . . . . . . 262
146. Telegraphs . . ., . . . . . . . . 263
147. Express Serviee . . . . . . . . . 264

148, The Postal Service . . . . . . . . 265



CONTENTS

CHAPTER
XI. FOREIGN AND DOMESTIC COMMERCE . . . . . .

149. Domestic Commerce

150. The Effect of Canals and Rallroads “on the
Course of Internal Commerce . . . . .

151. The Commerce of the Lakes . .

152. The Commerce of the MlSSlSSlel and Tts
Tributaries . ..

153. River Improvement .

154. The Commerce of the Plains .

155. The Fur Trade . . . .

156. The Overland Trade . .

157. Summary of Domestic Commerce ..

158. Foreign Commerce: Commercial Treaties .

159. Orders and Decrees

160. The Embargo and Non-Intercourse Act

161. Foreign Trade: 1815-1860

162. Tonnage .

163. The Composmon of American Forelgn Trade .

164. The Largest Consumers of American Exports .

PART IV

PAGE
267
267

270
272

274
279
280
280
281
283
284
285
286
288
288
290
291

EXPANSION OF NATIONAL INDUSTRIES 1860-1914

XII. GENERAL CHARACTERISTICS OF TIE PERIOD

XIV.

165.
166.
167.

168.

169.
170.
171.
172.
173.
174.

The Changes of the Last Half Century
The Results of the Civil War

New Resources .

The Human Element .

Economic Institutions .

Other Economic Innovations

A New Spirit of Enterprise .

The New Social World .

New Industries .

The Causes of Industrml Growth

TERRITORIAL EXPANSION .

175.

176.

177.
178.
179,
180.
181.

The Resources and Developmcnt of New Pos-
sessions . . e
Alaska . .

The Philippine Islands

The Hawaiian Islands e e e e
Porto Rico . . Coe .
The Resources of Other Possesqlons .
The Economic Value of Island Possessions

GROWTH OF POPULATION .

182.
183.
184.

The Westward Movement
The Growth of Popula,tlon e
Immigration . . « e e e e e

295

295
296
297
299
299
302
304
304
305
306

309

309
310
314
318
322
325
326

328
328
333
339



xiv

CHAPTER

XV.

XVI

XVII.

185.
186.
187.
188.
189.

EXTRACTIVE INDUSTRIES: MINING AND QUARRYING .

190.
191.
192.
193.
194.
195.
196.
197.
198.
199.
200.
201.
202,
203.
204.
205.

EXTRACTIVE INDUSTRIES :

206.
207.
208.
209.
210.
211.
212.
213,

CONTENTS

The Causes of Immigration .

The Restriction of Immigration
Chinese Immigration . .

Economic Contributions of Immngrants
Further Restrictions ., ...

Extractive Industries . .

Development of the Mineral Industry

The Source of Leadmg Mineral Products .
Iron Ore .

Copper . . .

Coal . . . .

Petroleum

Natural Gas

Lead and Zine .

Aluminum
Cement . . .+ .+ « « « « o «
Stone .

Gold and Sllver

Other Minerals

The Concentration of Industry

The Rank of the United States as ;, Producer

of Mineral Products

The Uses of Timber .
The Uses of By-Products .
The Shifting Source of Timber

.

LUMBERING AND FISHERIES

Organization and Mechanical Improvements .

Foreign Trade in Forest Products .
Our Forest Policy . .

Forest Reserves e e e e s e
Fisheries . . ., . . .« « + .+

AGRICULTURE: I, GOVERNMENT ENCOURAGEMENT .
The Relation of Agriculture to Manufactures .

214.
215.
216.
217.
218.
219.
220.
221.
222.
223.
224.
225.

The Growth of Agriculture .

The Causes of Growth

Government Encouragement . .
Agricultural Experiment Stations .
Agricultural Education .o
Agricultural CoGperation .

The Federal Farm Loan System .
The Land Policy of the Umted States
Irrigation

Drainage Ce e
Discontent among Farmers e e

PAGE
340
343
350
351
352

354

354
354
356
359
362
364
368
374
374
375
377
377
377
378
378

379

381

381
382
383
385
388
388
391
392

395

395
396
399
401
404
405
406
408
412
416
421
423



CHAPTER
XVIIIL

XIX,

XXI.

CONTENTS xv

PAGE
AGRICULTURE: II, DEVELOPMENT OF THE INDUSTRY . 427
226. Farm Machinery . . . . . . . . . 427
227. Farm Management . . . . . . . . 431
228. New Crops . . ce e e .. 431
229. The Production of Cereals .. . . . . 436
230. The Export of Breadstuffs . . . . . . 441
231. Stock Raising . 443
232. The Concentration of the Livestock Industry 445
233. The Development of the Range .o 446
234, The Dairy Business . . P )
235. The Poultry Business . . . . . . . . 452
236. Cotton . . e e e+ .. . 454
237, The Size of Farms P 1]
238. Tenancy .. e o . . . 461
239, Agricultural "Products . . . . . . . 462
MANUFACTURES: I, GENERAL CHARACTERISTICS . . 464
240. The Function of Manufactures . . .. 464
241. Features in the Growth of Manufacmres . . 465
242. Growth of Manufactures . . . . . . . 465
243, The Cause of Growth . . . . . . . . 468
244, Power Used in Factories . . . . . . . 472
245. Patents . . 474
246. The Use of Waste Matenals and By—Products 479
247, The Localization of Industry . . 483
248, The Density of Manufactures . . . . . 487
MANUFACTURES: II, GROWTH OF CERTAIN INDUSTRIES 489
249, Iron and Steel . . .. .. 489
250. Electrical Apparatus and Supphes ... . 493
251. Automobiles . . .. .. 495
252, Agricultural Implements P - 1
253. The Textile Industries . . . . . . . 500
254. Men’s Ready-Made Clothing . . . . . . 506
255. Women’s Ready-Made Garments . . . . 510
256. Boots and Shoes . . .« .« . . . b10
257. Food and Kindred Products . . . . . . 512
258. Slaughtering and Meat Packing . . . . . 514
259. Flour and Grist-Mill Products . . . . . 515
260. Other Industries . . . . . . . B16
261. The United States Census . . . . . . 517

MANUPACTURES: III, THE COMBINATION MOVEMENT 519
262, The Modern Aspects of Business . . . . 519

263. Business under the Corporate Form . . . 520
264. Corporation Evils . . . 523
265. The Increasing Size of the Busmess Unlt . 525
266. The Combination Movement . . . . . . 527
267. What Is a Trust? . . P o §

268. The Number of Combma.tlons .. . . . 532



xvi

CHAPTER

XXII.

XXIII.

CONTENTS

269. The Advantages of Combination . . . .

270. Unfair Competition . . . . . . . .

271. Anti-Trust Laws . .

272, The Sherman Anti-Trust Law .

273. The Dissolution of the Standard oil Company
and the American Tobacco Company . .

274. The Clayton Act and the Federal Trade Com
mission Aect . . .

275. The Webb Export Act

276. Other Aects . .

277. Attitude of the Courts

278. The New Point of View . Lo e

279. Open Price Associations . , ., . ., . .

MANUFACTURES: IV, LABOR PROBLEMS; THE TARIFF

280. The Causes Involved in the Developmont of the
Labor Movement . . .

281. The Results of the Movement

282, The Effects of the Civil War

283. The Growth of Labor Organizations

284, The Farmers’ Movcment . .o

285. The Knights of Labor .

286. The American Federation of Labor

287. General Purposes of the American Federation
of Labor . . Coe e

288. Union Methods and Pohc1es .

289. Results of the Labor Movement

290. Labor Legislation . .

291. Employers’ Associations . .

292, Methods of Industrial Peace

293. Tariff History .

294, The Tariff Commission .

295. Fordney-McCumber Tariff, 1922 .

296. Manufactures, Our Leadmg Industry .

COMMERCIAL DEVELOPMENT: I, MEANS OF COMMUNI-

CATION e

297. The Scope of Commercml Industnes

298. The Increase in Mileage . .

299. Transcontinental Roads

300. Crédit Mobilier .

301. Railroad Consolidation

302. Railroad Evils .

303. Railroad Regulation .

304. The Interstate Commerce Commission .

305. The Amendment of the Commerce Act

306. Railroad Rates . c e e

307. Electric Railways .

308. Inland Waterways . .

309. Improvement of the Rivers .

310.

Camals . .+ . . v e e

PAGE
532
533
535
535

- 536

537
539
539
540
541
542

544

544
546
546
548
550
552
554

558
559
560
562
564
565
566
572
573
574

576
576
577
580
583
584
586
588
589
590
592
593
595
596
597



CHAPTER

XXIV,

XXV.

CONTENTS

311. Lake Transportation . . . . . . .

312. Coastwise Trade . e e

313. The Telegraph and Telephone

314. The Post Office . . . .

315. Roads .

316, Pipe-Line Transportatlon

COMMERCIAL DEVELOPMENT: II, MONEY AND BANKING

317. Specialization in Banking

318. Currency Changes . .

319. The Need for Banking Reform .

320. The National Banking System .

321. Importance of the National Banks .

322, Greenbacks . . . .

323. Effects of the (xreenbacks

324. Resumption of Specie Payment .

325. The Panic of 1873 .

326. The Silver Question .

327. The Bland-Allison Act, 1878

328. The Sherman Act, 1890 .

329. The Panic of 1893 .

330. The Gold Standard Act, 1900

331. The Revival of Business .

332, The Panic of 1907 . .

333. The Shortcomings of the Natlonal Bankmg
System Coe e

334. The Aldrich- Vreeland Act 1908

335. The Federal Reserve Bankmg Ss stem .

336. The Organization of the Federal Reserve %\ 8-
tem . e

337. The I‘ederal Reserve Banks .

338. Note Issues . .

339. Reserves

340. Other Provisions .

341. The Growth of the Federal Reserve %\ stem .

342. The Development of the Clearing House .

343. Trust Companies .o

344. Building and Loan Assocmtlons

345. Federal Farm Loan Banks

346. Joint-Stock Land Banks .

CoMMERCIAL DEVELOPMENT: III, COMMERCIAL OR-

GANIZATION . . . . .

347. Commercial Organizations .

348, The Work of the Chamber of Commerce .

349. The Chamber of Commerce of the Umted
States of America .

350. Foreign Chambers of Commerco

351. Boards of Trade .

352. Auction Markets . . .

353. The New York Stock Exchange .

xvii

PAGE
599
600
601
603
606
609

610

610
611
612
613
616
617
618
620
621
622
623
625
626
628
629
630

630
632
633

635
636
637
637
638
638
640
641
642
643
643

644

644
647

648
650
650
652
653



xviii

CHAPTER

XXVI.

XXVII

354,

355.
356.
357.
358.
359.
360.
361.
362.
363.
364.
365.
366.

COMMERCIAL DEVELOPMENT:
ForREIGN COMMERCE

367.
368.
369.
370.

371.
372.
373.
374.
375.
376.
377.
378.
379.
380.
381.
382,
383.
384,
385.

CONTENTS

Other Organizations .
Changes in Methods of Distribution
The Department Store
The Mail-Order Business .
Chain Stores .
Commercial Facilities .
Fire Insurance .

Marine Insurance .

Life Insurance .

Storage .

Mercantile Agencles
Advertising

Commerecial Educatlon

The Differences in Products .

Changes in the Character of Tndustrics

The Effect of the Increase of Wealth .

The Effect of Industrial Developmcnt on For.-

eign Trade
Economic Interdependence

Government Aid to Commercial Devc]opmcnt .

The Export Trade Act

The Tariff Commission

The United States Shipping Board .
Foreign Commercial Facilities

The Wireless Telegraph
International Financial FaCl]ltlLS
Foreign Commercial Organizations .
The Pan-American Union

The Merchant Marine .
The Growth of Foreign Commerce .

Changes in the Character of Foreign Trade .
The Largest Consumers of American Products

The South American Trade .
PART V

THE WAR PERIOD AND AFTER
‘WAR AND RECONSTRUCTION .

386.
387.
388.
389.
390.
391.
392,
393.
394,

Economic Change since 1914
Economic Conditions in 1914

Early War Legislation

Revenue Measures .

The Bureau of War-Risk Insurance
The United States Shipping Board .
The Council of National Defense
Food Control Coe e
Fuel Control . . . .

IV, DEVELOPMFNT OF

PAGE
655
656
657
659
660
660
660
662
663
664
666
667
669

672

672
674
675

676
677
677
679
680
681
682
683
684
685
686
687
689
689
690
690

695
695
696
699
700
700
701
702
705
708



CHAPTER

XXVIII.

INDEX

395.
396.
397.
398.
399,
400.
401.
402.
403.
404.
405.
406.
407.
408.
409.
410.
411,
412,
413.
414,
415.
416.
417.

CONTENTS

Labor Administration . coe .
The War Finance Corporstlon ...
The Silver Purchase Aet . . . . .
The Railroad Administration

The Control of Foreign Trade

Summary of War Control

War Taxes . . .

The Growth of War Industnes .

Foreign Commerce during the War
Facilities for Foreign Trade

Other After-War Measures

Business Conditions .

Revival of Business, 1922-1025 .

Railroads Since 1920 .

United States Shipping Boa.rd 1920-1924 .
Financial Changes .
National Debt . .
Changes in Sources of National Revenue .
Foreign Debts . Coe e e e
The Dawes Plan .

Restoration of Gold Standard in England
Foreign Trade .

Freight Carried in American Vessels

EcoNoMIC PROGRESS; SUMMARY AND CONCLUSION

418.
419.
420.
421.
422,
423.
424,
425.
426.

Meaning of Progress .

Productive Equipment

Control over Nature .

Various Economies

Greater Variety of Goods

The Fruits of Progreas ce e
Protection . e e e e e
Growth of Wealth

Income Classes

. . . . . . . . . . . . .

XI1X

PAGE
709
711
713
714
716
718
719
721
722
723
724
725
728
729
733
734
735
735
736
737
738
738
741

743

743
745
746
748
750
750
751
752
753

757






ILLUSTRATIONS

Lumber Producing Regions and Forest Areas .

Chief Tron Ore Deposits in North America . . . .

Types of Coal of the Various Producing Areas

Water Power Development in the United States

Distribution of Population of the United States, 1790 .

Accessions of Territory, 1803 to 1853 . . . . . . .

Railroads and Canals in Operation in 1840

Railroads and Canals in Operation in 1860

Territorial Accessions of the United States Since 1860

Distribution of the Population, 1870

Per Cent of Negroes in Total Population, by %ath 19"0

Population per Squarc Mile, by Counties, 1910

Per Cent of Foreign-Born Whlte in Total Populatmn, by States,
1920 .

Foreign White Stock by Prmclpal Countnes of Ongm, 19"0

Distribution of the Foreign White Stock Originating in Sclected
Countries and Groups of Countries, by States, 1920 and 1910

Value of Products, Leading Mineral Industries, 1919, Distrib-
uted by Industries in Pcreentages and by States

Curves Qhowmg Annual Production of Iron Ore, Plg Iron, and
Steel in the United States, 1870-1921 Coe

Coal Ficlds of the United States, 1919

Principal Petroleum and Natural Gas Fields of the Umtod St'mtes

Values of the Mineral Fuels, 1906-1921

Simplified Chart of the Organization of the Umtod Qtates
Department of Agriculture . .

Location and Extent of Irrigated Areas in thc Umtod Qtates .

Location and Area of Operatmg Dramage Enterpnbes in the
United States . .

Beet and Cane Sugar Factones and Cane ngar Reﬁnorlcs of
the United States, 1921 . . e e e

Distribution of Wheat Production, 1919

Distribution of Corn Production, 1919 .

Distribution of Beef Cattle on Farms, 1920

Distribution of Swine on Farms, 1920 . . . .

Distribution of Dairy Products Sold by Farmers, 1919 .

xxi

PAGE
24

29

30

34
147
164
259
261
308
330
334
336

338
344

347

361
366
370
373

403
418

434
438
440
442
444
450



xxii ILLUSTRATIONS

Distribution of Cotton Production, 1919 . . . . . . .

Average Size of Farms, Jan, 1, 1920 . .

Percentage of All Farms Operated by Tenants, by Countles,
1920 .

Cattle By-Produets . . . R fa,cmg
Centers of Population and of Farms, Agncultural Products and
Manufactures . . . . facing

Production of Passenger Automoblles and Motor Trucks, 1898-
1923 .

Chart of the Orgamzatxon of the Amencan Federatlon of Labor

Membership American Federation of Labor, 1881-1924 .

Railroads in the United Statesin 1910 . . . . . . . .

Pipe Lines and Oil Refineries, 1926 .

Federal Reserve Districts .

Revenue, Expenses, Wages, and Frexght and Passenger Recelpts
of Steam Railroads, 1908-1923 . .

Value of Leading Domestic Exports of the Umted btabes

Percentage Distribution of Foreign Trade by Great Groups

Percentage Distribution of Foreign Trade by Continents

PACE
456
458

460
484

485

496
555
557
578
608
634

731
738
740
741



PART 1
FACTORS IN ECONOMIC DEVELOPMENT






ECONOMIC DEVELOPMENT
OF THE UNITED STATES

CHAPTER I
DEFINITIONS AND CAUSES

1. The Relation of Economic History to Economics.—
It might be well to begin our discussion with a statement of
the relation of economic history to economics, or political
economy, as it is sometimes called. Writers on the latter
subject are interested chiefly in the laws or principles in-
volved in business relations. Questions of value, price,
wages, interest, profit, and rent are uppermost in their
minds. Their task is to explain why goods exchange at cer-
tain prices, why wages of artisans are at certain levels, why
the interest rate on certain kinds of loans is 5, 6, or 7 per
cent, the effect of competition and monopoly on industry,
and many other problems suggested by this statement. In
short, they explain how economic forces act, what results
they produce, and sometimes venture an opinion as to the
good or bad effects of the outcome. Modern textbook writ-
ers often include chapters on practical economic problems,
including money, banking, forms of business organization,
labor problems, protection and free trade, and public fi-
nance. But whatever the subject matter, the chief purpose
of these writers is to state, explain, and criticize modern
business relations. They do not trace systematically the
growth of industrial society. If they refer to economic
history at all it is in a detached way for the purpose of illus-

trating some principle under discussion.
3
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Writers of economic history have a different point of view.
They study in an orderly way the economic development of
a country. They seek to answer the question how we grow
in wealth and prosperity. To be sure, their subject matter
includes money, banking, forms of business organization,
labor problems, ete., but their purpose is to trace and explain
development, to point out relations between different
branches of industry in process of development, and, as far
as possible, to present a complete and continuous picture of
growing industrial society.

A moment’s thought will convince the student that this
subject is of something more than mere academic import-
ance. Economic history is a record of industrial successes
and failures. Many of our greatest problems have been
economic. All our states have legislated on business mat-
ters, and in addition, the national government from the
beginning has enacted laws for the promotion and regula-
tion of industry. Some of the great issues have been pro-
tection of domestic industries, the administration of the
public domain, money and banking, internal improvements,
and in recent years, the regulation of big business and con-
trol of certain industrial relations, including numerous
problems arising from relations of employers and work-
men. What was the purpose of the laws? What did they
accomplish? What were their good and bad features?
These are matters of record. The United States is wonder-
fully rich in natural resources; the task of developing these
has been left almost entirely to private initiative with very
little interference from the government. What has been
the outcome of this policy? This, also, is a matter of
record. The study of economic history contains a state-
ment of the policies we have followed, a record of successes
and failures, together with the reasons. This study makes
the past valuable because of its lessons. Students of eco-
nomics, business men, and law makers can all find here an
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abundance of material for guidance in their respective
spheres.

2. Industrial Groups.—The commodities we eat and wear
do not spring ready-made from nature. They pass through
a number of stages of production before reaching ultimate

‘consumers. It is true that in some instances raw products
are ready for use in the home, but in the vast majority of
cases they pass o factories where they are worked into fin-
ished forms. Sometimes they pass through a series of spe-
cialized industries before delivery to final users. To ob-
tain illustrations of this statement the student has only to
trace the industrial history of iron ore from mine to safety
razor, or of hides from the animal to the shoe, or of timber
from the forest to the handsome furniture of the home. As
industry is managed to-day, an elaborate organization is re-
quired to carry raw products through all the stages of pro-
duction. Specialization is one of the great features of
modern industry. This means that in order to do the work
of society most effectively, producers concentrate attention
on this or on that industry or stage of production. Some
industries are devoted entirely to mining, some to farming,
others to transportation; some to banking and others to
manufacturing. There was a time in the United States
when all stages of production began and ended within the
household. In the pioneer period, for example, farmers
tanned hides, converted them into leather, and made the
leather into boots, shoes, and harness. Likewise they
sheared sheep, prepared the wool, had it spun into yarn,
from which was made cloth and clothing for the family.
It was the rule in new and isolated communities for families
to produce almost everything they needed from the raw
materials, and to consume almost everything they produced.
There was little or no specialization. But to-day ome can
hardly find an industry which takes raw products from na-
ture and prepares them completely for the final consumer,
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Each group of industries now contributes something to-
wards the finished product, but no group does all the work.

One should not get the impression that the specialized in-
dustries are separate from, and independent of, each other.
Indeed, they are all a part of one industrial organization.
Together they compose the well rounded, fully developed
industrial society of to-day. It is especially important to
bear this in mind, because in tracing our industrial devel-
opment it is impossible to keep the whole field in mind at
one time; it is necessary to study growth first in one de-
partment and then in another. But it should be under-
stood that all industries are expanding together, that they
are all necessarily related, and that changes which influence
one, affect others also.

Modern business activities may be divided into four
groups and these, in turn, into sub-groups. Group I covers
the raw material producing industries, including prineci-
pally (a) agriculture, (b) mining and quarrying, (¢) lum-
bering and related industries, and (d) fisheries. In a rough
way this statement classifies the leading sources of raw
products. The chief function of industries in this stratum
is to obtain the crude, unfashioned products from nature.
It should be observed, however, that some of these products
are nearer the final consumer than others. Vegetables and
fish, in many instances, have only to be marketed to be
ready for home use, while iron ore, among many other raw
materials that might be named, must pass through a num-
ber of manufacturing stages before it emerges as a final
produect.

Group II includes manufactures. The function of indus-
tries of this class is to convert raw materials into finished
forms,—to create form utilities,—using the phraseology of
economics.

Group III includes commercial industries. Again to use
the terms of economics, their principal funection is to pro-
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vide time, place, or service utilities. Here, business ac-
tivity is concerned with buying, selling, holding, storing,
and insuring of goods, and providing credit machinery for
exchange. Thus the principal subdivisions are: (a) mer-
chandising, including wholesale and retail buying and sell-
ing; (b) banking, of which the most important forms are
commercial, savings, and investment banking; (¢) com-
muniecation, including railroad and water transportation,
telephone, telegraph, and postal service; (d) insurance,
notably against fire, wind, accident, and bad debts; (e)
credit rating and collections.

Group IV covers professional service available for busi-
ness. The work of scientists, consulting engineers, law-
yers, and to some extent of teachers, belongs in this group.
In so far as service is rendered to business, these profes-
sions are a part of the industrial organization of society.

Each of these groups and sub-groups might be divided
further; it is mot our purpose, however, to give an ex-
haustive classification, but only to provide the outline for
subsequent chapters.

3. The Relative Importance of the Groups.—In the
growth of industrial society these groups change in relative
importance. In new countries, farming, cattle-raising, lum-
bering, fishing, fur-trading, and mining—according to the
nature of the resourccs—are the leading industries. In
time, with the increase of capital and labor, and with the
development of skill and experience, manufactures begin
to rise in suitable localities. Meanwhile commercial or-
ganization, although very simple at first, becomes more and
more complex, keeping pace with the expansion of indus-
tries.

Professional service is usually the last to be requisitioned
for aid in industry. As long as the relatively inefficient
producer can make profits, there is no need for the expert.
In time, when competition becomes severe, and when clev-
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erness and skill are required to finance enterprises, to
answer delicate legal questions, and to plan new systems
of management and production, there arises a demand for
the specialist, and lawyers, engineers, chemists, and effi-
ciency managers, among others, are trained for service in
industry.

The order of development described above, with some
modifications, has been the course of growth in the United
States. It is the purpose of economic history to trace this
evolution.

4. Industrial Evolution.—Evolution conveys the idea of
unfolding, widening, differentiating, the specialization of
functions within differentiated parts, and, later, the inte-
gration of these specialized parts. In the growth of in-
dustry three notable phenomena are observed, namely, the
separation of occupations, the divisions of labor within
these separated occupations, and the localization of indus-
try. Indeed, these are all phases of one phenomenon ; they
involve the principle of specialization applied to (@) occu-
pations, (b) individuals, (c¢) localities. In the long run
and in the absence of artificial regulations, the result of
the operation of this principle is that occupations or trades
are carried on by persons who are best fitted for them, and
industries develop at places which offer superior advan-
tages.

5. The Division of Labor.——We have outlined above the
specialization by groups. Many examples could be found
in the United States to-day of a second kind of specializa-
tion, namely, that which applies to individuals, and which
is sometimes called the division of labor. An illustration
may be drawn from the manufacture of boots and shoes.
A few of the divisions include: cutting the material for
the uppers; skiving and leveling, by which the edges of the
leather are leveled so that they may be neatly turned; turn-
ing, a process which involves the application of cement to
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the inside of the beveled edge, and the turning the leather
over to give a finished appearance; ornamenting the tips;
sewing together the different parts of the upper; eyeletting,
including the insertion of eyelets and hooks; fastening of
buttons; stiffening the toe, and so on through a large num-
ber of processes.

These processes as a rule require separate groups of la-
borers; each man, of course, performs only a small part
of the entire work. This division of labor is not only a
resalt of industrial evolution, but greatly promotes further
evolution, because it makes possible still further division
with all the advantages that follow. Some of these advan-
tages are: an increase in the skill of the workman, due to
his concentration on a few processes; an increase in speed,
due partly to the same cause and, also, to the saving of
time by eliminating changes in tools and places; a saving
of capital, because the machines and tools are kept busy
most of the time; a better selection of laborers, due to the
fact that within the subdivided processes it is easier to
place workers in jobs suited to their capacities. Finally,
the process leads to further simplification of industry and
to further division of labor with all the resulting advan-
tages.

6. The Localization of Industry.—The third kind of
specialization mentioned above is the localization of indus-
try. By this is meant the development of enterprises in
certain favored localities. To some extent this feature
characterized Colonial development. Shipbuilding, and
the production of salt, naval stores, and flour, among
others, were localized at favored places. But, in course of
time, the process of localization was greatly extended.
The introduction of improved means of communication
with the resulting widening of the markets greatly pro-
moted the movement. The leading forces involved are:
nearness to supply of raw materials; nearness to water
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power; an available supply of labor; an adequate supply
of capital ; facilities of transportation ; appropriate climatic
conditions; and nearness to the markets. Usually a num-
ber of these factors combine to cause one locality to be pre-
ferred to another. The fact that an industry has become
established in a region, that capital has been invested in
plants, that laborers have become settled in the region, and
that markets have been organized tends to perpetuate an
industry in a given locality. This is what is meant by the
term ‘‘momentum of an early start’’ as a factor in localiza-
tion.

Illustrations of the operation of these forces will be given
in later pages. We should observe here, however, that
these forces are of varying degrees of intensity. If the
risks are not great, capital is relatively mobile; hence, it is
not of as great importance in the localization of industry
as some of the other factors. Not many years ago, water
power had to be used at the source; but with the intro-
duction of electric transmission, power derived in the first
instance from waterfalls may be used long distances from
the original source; thus, power sites tend to lose their
influence as agencies of localization. The nearness to raw
materials is usually a dominant influence, but cheap trans-
portation may lessen its importance. Likewise climatic
conditions may, to some extent, be reproduced in factories
and this element deprived of significance. Not only manu-
facturing, but extractive and commercial industries are
localized under the influence of some of the forces named
above. With the latter, nearness to the markets is the
principal cause of localization; while extractive industries
must be pursued where the resources are suitable.

The principles of localization lie at the basis of trading
among regions. No community produces all it needs. It
usually attends to the industries in which it has advan-
tages and exchanges with other regions, which follow the
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same principle. The vast domestic and foreign commerce
of the United States is based on regional specialization.

7. The Integration of Industry.—By this is meant the
union of separate or specialized industries under one man-
agement. It is the latest movement in the industrial de-
velopment of the United States. The extraction of raw
materials, the conversion of these into finished or partly
finished produects, and these again into a variety of finished
forms, and the marketing of them, in many instances, are
carried on under a single direction. Formerly the man-
agement of the specialized industries was separate. A
notable case of integration is found in the production of
iron and steel, where each of several large organizations
controls production from mines to consumers. Another
related development is the ‘‘parallel combination’’ ef in-
dustries where enterprises in the same stratum are com-
bined.

Industry in the United States has run the whole gamut
of evolution outlined above. From unspecialized indus-
tries progress has been in the direction of more and more
specialization, along with greater and greater division of
labor, and localization at favored places. And finally,
many specialized industries have been combined and inte-
grated.

8. Periods in the Industrial Development of the United
States.—In a rough way it is possible to distinguish cer-
tain periods of industrial growth. Within the scope of
certain years prominent features may be observed, and
these may be taken as characteristic of the period under
discussion. But when history is thus divided into epochs,
it is not the intention to convey the impression that there
are abrupt breaks in the growth. It is true that here and
there great inventions, wars, and changes in industrial
policy seem to mark the starting point for new develop-
ment, Undoubtedly, the formation of the Constitution,
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which put the shaping of our industrial policy in our own
hands, marks an epoch; in a smaller way the War of 1812
and the events that preceded it form a rough boundary
line, and in a larger way the Civil War was responsible for
great industrial changes. But in none of these cases were
the changes great enough to break the continuity of the
development. Indeed, these great events themselves grew
out of antecedent industrial events.

Another difficulty in dividing our history into periods
results from the fact that the development has been com-
posite; it is made up of expansion in many industrial
fields, and the epoch-making changes in one frequently do
not coincide with those in another. The periods for agri-
culture do not coincide with those for manufactures and
commerce. Because of these limitations the periodic divi-
sions can only be approximate. Taking into account these
conditions, we may mark off four periods:

1. From the discovery of America to 1789.

2. From 1789 to the end of the Civil War.

3. From 1866 to 1914.

4. From 1914 (the recent war period) to the present.

This latter period should include a discussion of the vari-
ous measures adopted in the United States to cope with
the war conditions and the legislation designed to restore
American industry to a peace basis.

The discussion of the characteristics of these periods is
postponed until each is taken for study. Within each
epoch we shall be concerned with (a) the growth of pop-
ulation, including its composition and distribution through-
out the country and the relation of these matters to in-
dustrial growth; (b) the development of the raw material
producing industries; (¢) the growth of commerce and
related industries; (d) the development of manufactures.
Before we can study this growth, however, it will be
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necessary to learn some of the leading conditions of indus-
trial development in the United States.
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CHAPTER I1

CONDITIONS OF ECONOMIC DEVELOPMENT

The essential conditions for economic development are
found in (e¢) man himself, in (b) the institutions he
creates, and in (¢) the resources of the regions he inhabits.

9. Man as a Factor.—Man enters as a factor into eco-
nomic development in two ways, first as a producer, and
second as a consumer. The character of economic develop-
ment in a country is largely determined by the conduct
of men in these respects. Physical strength, endurance,
ability to resist disease, or to devise means for their pre-
vention, nervous energy, versatility, thrift and enterprise,
all play an important part in constituting the right kind
of a man to develop a country. The history of economic
growth in the United States has been a long record of suc-
cess through the application of these qualities. On the side
of consumption, equally important traits have character-
ized our people. Unless men were willing consumers there
would be little incentive for production, except of the
bare necessities of life. The desire for goods is probably
one of the strongest foreces encouraging production. It
encourages managers of enterprises to be on a keen out-
look for commodities that consumers are likely to want,
and it stimulates the workers to labor to obtain the where-
withal to make the purchase. As a rule, in order to
demand we must supply; to consume, we must produce.
Among a people like our own, who are ambitious to raise
the standard of living, who pride themselves on decent,
comfortable living, and who respond readily to appeals

to their likings for these things, desire stimulates work.
14
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The skilful manager of to-day does not wait for consum-
ers to learn of his goods by chance, or for them to take
their time in making up their minds to purchase. He
brings to bear the most powerful forces known to man to
call attention to his wares and to encourage prompt pur-
chase. Advertising and salesmanship are the agencies
through which these have been accomplished, and both
have been great forces in encouraging production.

10. Man’s Institutions.—Social institutions may be classi-
fied in various ways. Men are bundles of interests, which
bring them into various kinds of associations with other
men. Among the principal social groups are the relig-
ious, cultural, political, and economic. We are interested
here only in the two last named, although the others may,
and frequently do, have an important bearing on economic
development.

11. Government and Industry.—Governments may en-
courage or fetter economic growth. The spirit of institu-
tions in Anglo-Saxon countries has been expressed in
the great freedom given to private enterprise. Inventors
have been safeguarded in their discoveries; men have been
permitted to accumulate and transmit wealth with little
or no restrictions; they have been allowed to exploit their
ideas to the fullest extent with little or no aid or inter-
ference from their government. The government itself
has engaged in industry only to a small extent. In all
this, we have proceeded on the assumption that individuals,
when left to follow their own interests in their own way,
will not only accomplish more for themselves, but more
for society at large than if directed by their government.
However, with the expansion of industries, it has become
necessary for the government to take on new functions.
There are certain things that individuals, or groups of
individuals, will not, or cannot, do because of the ex-
pense involved, or because of the remoteness of the reward.
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or because the reward is general and not particular.
Cases of this kind are improvement of rivers and harbors,
draining of swamp land, reforestation of devastated areas,
irrigation in arid regions, and aid to railroad building
across vast stretches of unsettled country. Possibly the
opening of new fields for foreign commerce, a work which
is now undertaken by one of the bureaus of the Department
of Commerce, falls within this scope. Undoubtedly evils
arise under the system of free enterprise; but the remedy
adopted has not ‘been for government to take over indus-
tries in which evils arise, byt to apply remedial measures
through agencies of regulation. Thus the economic¢ work
of the Government has been directed to two ends: (a)
aid and promotion to development where it is obvious
that the task was too great for individual enterprise;
(b) regulation of evils that have arisen under private con-
trol. The latter development has become a notable char-
acteristic of legislation in the United States since 1887.
The Federal Government has developed quite an extensive
organization for the two purposes named above. It is
impossible, in a short space, to discuss all the present
relations of government to industry, but the economic
work of some of the leading departments may be pre-
sented in outline as follows:

DEPARTMENT OF THE INTERIOR:
General Land Office
Patent Office
Bureau of Education
Geological Survey
Reclamation Service
Bureau of Mines

DEPARTMENT OF AGRICULTURE:
‘Weather Bureau
Bureau of Animal Industry
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Bureau of Plant Industry

Forest Service

Bureau of Chemistry

Bureau of Soils

Bureau of Entomology

Bureau of Biological Survey

Bureau of Crop Estimates

Office of Public Roads and Rural Engineering
Bureau of Markets

DEPARTMENT OF LABOR:
Bureau of Immigration
Bureau of Labor Statisties
Children’s Bureau
United States Employment Service

DEPARTMENT OF COMMERCE :
Bureau of the Census
Bureau of Foreign and Domestic Commeree
Bureau of Standards
Bureau of Fisheries
Bureau of Lighthouses
Coast and Geodetic Survey
Bureau of Navigation
Steamboat Inspection Service.

The titles of departments and subdivisions given above
snggest the scope of the economic work done by these de-
partments. The work of the Department of the Treasury
and much of that of the Department of State has an
economic bearing. The Post Office is an economic depart-
ment. One of the earliest Acts of Congress in 1789 pro-
vided for the temporary organization of this department;
it was shortly put on a firm foundation, and its services
rapidly extended. An important function of the Depart-
ment of the Treasury is the supervision of the money
system of the country and of that part of the banking
system which is organized under national laws.
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Some idea of the work of the various bureaus may be
obtained from the following statements. Among other
duties, the Secretary of the Interior is charged with the
supervision of patents and inventions, survey of public
lands, and the distribution of appropriations for agricul-
tural and mechanical colleges. He has general supervision
over the work of constructing the Government railroad in
Alaska. In the case of the Geological Survey, the work
includes an examination of geological structures, mineral
resources, and products of the national domain. The
bureau annually collects statistics of the mineral pro-
ducts of the United States. Its publications are of great
value not only to the student, but tv the business man.
An important part of the work of the Reclamation Service
is the survey, construction, and operation of irrigation
works in the arid states.

The services of the Department of Agriculture cover
nearly the whole field of farming from production to
marketing. Indeed, some activities of this department
touch even the social life of the farmer. The Secretary is
charged with the duty of ‘‘promoting agriculture in its
broadest sense.”” The activities include a study of soils,
insects, birds, and mammals that may in any way affect
crops. The purpose of soil study is to secure an adapta-
tion of crops to the peculiar soil conditions; living crea-
tures are studied for the purpose of eliminating harmful
varieties and of perpetuating those that are beneficial.
This service saves the farmer millions of dollars annually.
The Department also renders valuable service in teaching
farmers better business methods. This covers advice as
to methods of accounting, buying, selling, insuring, and
the organization of farming as a business enterprise.

The work of the Department of Commerce includes the
taking of the census and the study of domestic and foreign
commerce. An effort is made to bring opportunities to
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the attention of the business man by showing where mar-
kets are, by explaining peculiarities involved in foreign
trading, by giving needed information about foreign tariff
regulations, packing, insuring, snd invoicing of goods.
The department has jurisdiction over the registry, licensing,
measurement, and transfer of merchant vessels, and the
movement of cargoes and passengers. The Bureau of
Standards is authorized to ‘‘exercise its functions for the
Government of the United States, or for any scientific
society, educational institution, firm, corporation, or indi-
vidual within the United States in manufacturing or other
pursuits requiring the use of standards or standard measur-
ing instruments.”” The work of the Bureau of Fisheries
includes the propagation of useful food fishes, the collec-
tion and compilation of statisties of fisheries, the admin-
istration of matters relating to the fur-seal herds on the
Pribilof Islands, and the fur-bearing animals of Alaska.

Another point of contact between the Government and
industry is through various boards and commissions.
Among the most important of these are: the Interstate
Commerce Commission first established in 1887; the Fed-
eral Trade Commission provided by an Act of September
26, 1914; the Tariff Commission called into existence by
the Act of September 8, 1916; the Federal Reserve Board
which came into existence in connection with the new
banking system; and the United States Shipping Board
created by the Act of September 7, 1916. A number of
other Government organizations were brought into exist-
ence during the late war. The functions of these will be
discussed in a later chapter.

12. State and Local Governments.—Not only the
Federal Government, but State and local governments are
active in various ways in the interest of industry. The
States, in some respects, do a work in their limited field
similar to that of the United States. Many maintain
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bureaus of mines, a forest reserve, promote the develop-
ment of agriculture by methods similar to those of the
general government, provide for the health, general wel-
fare, and working conditions of the laboring eclasses, and
provide for general, and often industrial, education.

13. Private Institutions.— Since industrial development
has been largely a matter of private enterprise, the exist-
ing economic institutions are chiefly those that individuals,
or groups of individuals, have created to promote the pro-
duction and exchange of goods. As in all other fields,
specialization became the order of the day. This specializa-
tion was both cause and result of industrial development.
As a cause, it was among the greatest of the factors pro-
moting economic growth, because it led to increcased effec-
tiveness of production and exchange. In pioneer days
farmers were not only producers of grains and livestock,
but manufacturers of flour, leather, liquors, etec., boat
builders, boatmen, and merchants. They combined farm-
ing, manufacturing, transportation, and merchandising.
Obviously this was a wasteful procedure. Not only did
these farmers lose the crop of one season because of their
absence while on the way to and from distant markets, but
they were poor navigators and poor merchants. In time
the different tasks of marketing ecommodities were taken
up by specialized groups. Then farmers could devote at-
tention entirely to their fields, with far better results.
Likewise household manufacturers were at the same time
artisans, packmen, and merchants. They combined manu-
facturing, transportation, and selling, and the results were
no better than with the unspecialized farmer-merchant.
With the growth of industry, the specialized industries
themselves became specialized. Banking, for example,
was divided into commereial, savings, investment, and ex-
change banking, and in addition, the financial field was
occupied by stock and bond houses, stock exchanges, and
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middlemen of various descriptions. Meanwhile organized
markets appeared for such raw products as grains, cotton,
coffee, ete., and for manufactured goods of many kinds,
and each of these markets was served by a considerable
number of specialized merchants, brokers, communication
agencies, ete.

Then followed another interesting development, namely,
the increasing interdependence of all these activities. Man-
ufacturers could not prosper without the aid of banks,
railroads, and merchants; the prosperity of railroads de-
pended on the success of farmers, manufacturers, mer-
chants, and bankers. The component parts of the indus-
trial organization were thus bound together by innumerable
lines of interest. The common objective of all economic
effort was the largest possible service to society, and this
was the source of profit and the chief incentive in mani-
folding industries and services.

In addition to these organizations which have profits
as their immediate goal, there developed a large number
of non-trading organizations. These have become a fea-
ture of industrial society. There is a scarcely a trade
or industry without an association, and scarcely a com-
munity of any considerable size without an organization
of some kind to promote its general business interests.
The titles of such associations are Chamber of Commerce,
Business Men’s League, or Commereial Club, or something
similar. They usually combine civic and industrial activ-
ities and a social feature is often included. Their work
is usually developmental. One of the first organizations
of this kind in America was the Chamber of Commerce
of New York, founded in 1768. Since then many others
have been formed and their work has become a great factor
in promoting industrial growth.

14. Resources.—A third group of factors requisite for
economic development is found in man’s physical sur-
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roundings. An industrial community may not possess all
the important raw materials, but, at least, it must have
means of obtaining them. Frequently this means the
possession of other materials which, either as raw or finished
products, may be offered in exchange, or, perhaps, the
possession of some other favorable combination of factors
inviting the localization of industry, such as abundant
capital and labor supply. From the point of view of
modern industry, the leading resources include fertile soil,
favorable climate, an ample supply of timber, and an
abundance of important minerals. These constitute, in
the case of soils, the source of food and of much of the
material for clothing, and in the instance of timber and
minerals, materials for buildings, tools, machines, and for
hundreds of other important manufactures.

15. The Soil and Climate.—An abundance of fertile soil
is by all odds the greatest resource of a nation. In one
form or another its products supply not only more wants,
but more important wants than are provided by any other
resource. We are accustomed to think of the soil only as
a source of food, but, in addition, it supports all the
plant life which yields lumber, fruits, nuts, vegetable fibers
for clothing, materials for the production of essential and
vegetable oils, beverages, stimulants, gums, dyestuffs,
tanning materials, and many medicines. Hundreds of in-
dustries are based upon these raw products. The cotton
plant alone contributes to the manufacture of cloth and
clothing, explosives, celluloid, artificial silk, cooking oil,
paper, fuel, and meal cake used as food for stock and for
fertilizer; and corn to the production of food, starch, alco-
hol, corn syrup, and oil.

In the future man will probably be even more depend-
ent on the soil than at present. ‘‘With the exhaustion of
coal and iron,’’ said a recent report of the Bureau of Soils,
‘“‘it (the soil) will supply, if rightly used, not only food



CONDITIONS OF DEVELOPMENT 23

and clothing, as at present, but fuel, light, power, and
structural materials now supplied to a greater or less ex-
tent by the minerals.”’

Some of the leading industries which draw their ma-
terials from the soil are the manufacture of lumber and
timber products, which ranks ninth among our manufae-
tures in the value of the product; flour and grist mill
products, which rank sixth ; and cotton goods, fifth in rank.
Even this does not tell the whole story because slaughter-
ing and meat packing, which ranks first, men’s clothing,
which occupies the twelfth place, and the manufacture of
boots and shoes, the thirteenth, are dependent in one way
or another on agriculture or forestry.

In 1919 the total gross wealth produced on the farms of
the United States was over twenty-one billion four hundred
million dollars. This does not include the value of the
fcrest products. In the same year the value added by
manufacturing processes amounted to a little more than
twenty-five billion dollars.

The productivity of the soil and the fitness for various
kinds of vegetation depend on a number of conditions, the
most important being the composition, conditions of heat,
moisture, drainage, exposure, and elevation. The character
of the soil is itself complex; its composition includes prin-
cipally a number of chemical compounds and organic mat-
ter, all of which are necessary for plant life. Just what
the relation is, however, between physical conditions and
the success of given kinds of vegetation is not definitely
known. But the test of experience has shown that a great
variety of products may be grown successfully on the soils
of the United States.

The soils of the country have been grouped by writers of
the Bureau of Soils into seven provinces and six regions.
The provinces cover the Eastern half of the United States.
They are grouped according to obvious physical conditions.
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They differ in character depending on the kind of material
from which the soil has been derived, topography, eleva-
tion, and on the process by which soil material was ac-
cumulated. The soil regions cover the Western half of
the United States. They conform to the great physical
divisions. The soils within the regions are of different
origin.

16. Forest Resources.—The products of the forests like
those of the field contribute in many ways 1o the growth of
industry. In early stages of development the demands
for timber were relatively simple. The principal needs were
for building materials, fuel, simple furniture, and lumber
for boats and ships. When the colonists began to emerge
from the log-cabin stage, demands arose for flooring, sash,
door, blinds, and finished timbers of various descriptions.
Finer woods for interior finish were demanded later. With
the diversification of industry, timbers were sought which
satisfied more accurately the specific needs of particular
industries. Some of the desirable qualities were strength,
hardness, toughness, weight, resistance to the action of
moisture, color, texture, and beauty of grain. Each new
industry brought its peculiar requirements. Thus, in the
course of development, demands for lumber became not
only more intense but more varied. Ample illustration
may be found in the production of furniture, agricultural
implements, wooden ware, and musical instruments. For
example, maple, in the early days, was used for fire wood,
for charcoal burners, rifle stocks, runners for sleighs, shoe
pegs, and saddle trees. Modern industry found other
uses; bird’s-eye maple is used for furniture, musical in-
struments, and for interior finish of houses; sugar maple
in the manufacture of handles for tools, some kinds of
wooden ware, agricultural implements, and shipping-boxes
and crates. All the specialized industries of the present
day demand timber that meets their peculiar requirements
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more or less exactly. It is necessary, therefore, that the
timber resources of the country should not only be abundant
but varied.

In addition to lumber for manufacturing, forests con-
tribute a wide range of useful by-products. In Colonial
times the production of pearl ashes was an important ac-
tivity ; now, aleohol, tar, pitch, turpentine, and wood pulp,
used in the manufacture of paper, are some of the other
forest products. To-day the relation of forests to the con-
trol of floods and to the conservation of soil and wild game
is an important industrial question.

The timber supply of the United States has amply ful-
filled the requirements of growing industry. Originally
the forests probably covered 850 million acres, with a stand
of not less than 5,200,000,000,000 board feet, measured by
present standards. This supply was included in five
great regions: (a) the Northern, (b) the Southern, (c¢)
the Central, (d) the Rocky Mountains, and (e) the Pacific.

‘White pine was one of the most important timbers of the
Northern forests. With it grew red pine, spruce, hemlock,
cedar, balsam fir, and several varieties of hardwoods. Be-
fore exploitation began, this area probably covered 150
million acres and contained about 1,000,000,000,000 board
feet. The composition of the Central forests was princi-
pally hardwoods, of which the most important were: oak,
yellow poplar, elm, hickory, chestnut, red gum, ash, and
walnut. This region covered about 280 million acres, and
contained about 1,400,000,000,000 board feet. The Rocky
Mountain forests were conifers, Western yellow pine was
the most common tree, with lodgepole pine, larch, spruce,
Western red cedar, Western white pine, and Douglas
and other firs abounding locally. This area covered
about 110,000,000 acres, with a stand of about 400,-
000,000,000 board feet. The Pacific forests were chiefly
evergreens, with the following trees predominating: Doug-
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las fir, Western yellow pine, redwood, Western red cedar,
sugar pine, and several other firs, cedars, and spruces.
This region covered about 90 million acres, with an esti-
mated stand of 1,400,000,000,000 board feet. The South-
ern forests contained chiefly yellow pine, with an inter-
mingling of hardwoods on the better soils, and eypress in
the swamps. The area was about 220 million acres, with
a stand of 1,000,000,000,000 board feet.

Farmers, who ruthlessly destroyed the forests to make
room for agriculture, and lumbermen, have reduced the
original supply to about 550,000,000 acres, with a probable
stand of 2,500,000,000,000 board feet. The largest reduc-
tion has been in the Central forests, and the least in the
Rocky Mountain and Pacific regions. This supply seems
ample, yet with the enormous demands of the nation’s in-
dustries and the numerous losses due to wasteful methods
of logging and to fires, the time has come when this supply
must be carefully conserved.

17. Mineral Resources.—From the point of view of
modern industry, the most important minerals are those
which yield iron, copper, coal, lead, zine, gold and silver,
and petroleum. Fortunately the United States is abun-
dantly supplied with all of these. Indeed, according to
a report of the Geological Survey, ‘‘ The only essential min-
erals of the first rank of which the United States has no
known supply at all commensurate with its needs are ni-
trates, potash salts, tin, nickel, and platinum, the list thus
comprising two essential mineral fertilizers and three very
useful metals. Probably no other nation in the world so
nearly approaches absolute independence in respect to
mineral resources.’’

Metals, like the products of field and forest, are worked
into a great variety of finished commodities, and form the
basis of numerous industries. Coal, for example, first con-
sumed only as a fuel, is now the source of coke, used largely
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in the production of iron, of gas for fuel and illuminating
purposes, and of gas carbon, employed in producing carbon
rods for eleetrie are light. Coal is also the source of many
important chemical compounds, among the most useful of
which are the coal-tar dyes so important in the development
of the textile industries. Iron, in the wrought form, is
manufactured into chains, bolts, and wire; as crucible steel,
it enters the production of watch springs, needles, pens,
razors, and high-grade tools; other grades of steel are used
for machinery and for structural and railway purposes.
The compounds of iron have a number of industrial uses.
Copper is extensively used in the electrical industries, not
to mention other uses. Gold and silver form an important
part of the money medium of all advanced nations, and are
employed also for plate and jewelry.

The industrial importance of a material should not be
measured alone by the quantity produeced, nor by its money
value. Only small quantities of the rarer elements are
mined, but these are absolutely essential for the success
of certain industries. Only small quantities of tungsten,
chromium, nickel, and molybdenum are produced, but with-
out them it would be impossible to manufacture certain
highly useful kinds of steel. When tungsten and chro-
mium are added to steel, the product becomes ‘¢self-harden-
ing,”’ will not soften even when red hot, and retains its
edge for a long time. This property makes it important in
the production of speed tools. Like tungsten many sub-
stances are produced only in small quantities, but con-
tribute greatly to the development of industry.

18. Iron.—Iron is widely distributed in the United
States. In Colonial times it was obtained from swamps in
several of the Eastern Colonies. As the industry moved
westward, mining was developed to a limited extent in
Connecticut, eastern New York, and northern New Jersey.
and more extensively in eastern Pennsylvania. Later de-
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CHIEF IRON ORE DEPOSITS IN NORTH AMERICA

In 1925 iron ore was mined in 20 states. All the iron ore produced
in California and Montana and a small quantity of that produced
in New Jersey and Utah was used for flux; a small quantity of ore
from New Jersey and Pennsylvania was used for purifying gas; all
of the output from Washington was used in the manufacture of ferro-
magnesite; the ore produced in the remaining states was mainly for
use in blast furnaces; Michigan, Minnesota, New Jersey, New York,
Pennsylvania, Tennessee, and Wisconsin produced small quantities
that were used for paint. The rank of the three states producing
the largest quantity of iron ore is Minnesota, Michigan, and Alabama.,
Minnesota, which has furnished nearly 61 per cent of the total fo:
the United States in the last five years, is producing more iron ore
than all the rest of the states together.



ECONOMIC DEVELOPMENT

SVddV DNIDNAO¥d SAOI4VA THL Jd0 TVOD J0 SAJAL

IuNert o snonmnsisens 23




CONDITIONS OF DEVELOPMENT 31

posits in western Pennsylvania, southern Ohio, and north-
ern Kentucky were drawn upon. The principal source of
iron ore to-day is the Lake Superior region, which includes
a portion of the peninsula of Michigan and nearby portions
of Minnesota and Wisconsin. Another important distriet
includes northern Alabama, eastern Tennessee and Ken-
tucky, and portions of North Carolina, South Carolina,
Georgia, and Virginia. The total available supply from
these regions is about four billion long tons, which is about
four-fifths of the available supply of the United States.
But, in addition, this country possesses enormous quanti-
ties of low-grade ores which cannot be profitably worked in
the present state of the industry.

19. Coal.—There are six coal producing.areas of the
United States: (a) the Appalachian, which extends in a
broad belt from southwestern New York to northern Ala-
bama, covering about 66,000 square miles; (b) the Central
coal fields covering about 48,000 square miles in Illinois,
Indiana, and Kentucky; (¢) the Northern field, covering
a relatively small area in Michigan; (d) the Western field,
extending with slight interruptions from central Iowa to
Texas, and covering about 98,000 square miles; (e) the
Rocky Mountain area, with deposits scattered in many
areas; (f) the Pacific fields with scattered deposits in Cali-
fornia, Washington, and Oregon.

Although large quantities of anthracite are produced
every year, by far the greater part of the nation’s supply
is bituminous. Anthracite is found chiefly in a few coun-
ties in northeastern Pennsylvania. The estimated coal re-
serves of the United States, including both anthracite and
bituminous, are fifteen hundred billion short tons.

20. Petroleum.—During the years from 1857 to 1915 the
United States produced over 60 per cent of the world’s out-
put of petroleum. During this period the United States
produced over 3,600,000,000 barrels of 42 gallons each.
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This statement gives some idea of the magnitude of the
resource. The unused reserves of this country have re-
cently been estimated at about 7,629,000,000 barrels. Of
this about 2,345,000,000 are in the California field;
1,874,000,000 in the Kansas-Oklahoma field; and 1,500,-
000,000 in the Gulf Coast field. The remainder is dis-
tributed mainly in the Appalachian field, including princi-
pally western New York and western Pennsylvania, south-
eastern Ohio, and portions of Kentucky, Tennessee, and
Alabama, and in the Illinois field, and in northern Texas
and Wyoming and Montana.

21. Lead and Zinc—Lead and zine usually occur to-
gether, sometimes one, sometimes the other predominating.
Although lead was discovered in the seaboard region in Co-
lonial times and mined to a limited extent, the first pro-
duction on a considerable scale was in southeast Missouri,
where the metal was first worked by French miners sent
to this country about 1720 in quest of gold and silver.
This section has been worked almost continuously from
that time to the present. The growing demand for lead
and zinc and the discovery about 1850 of abundant sources
in southwest Missouri have raised this state to the first
place as a producer of these metals. Lead and zinc occur
in the southwest corner of Wisconsin, and in adjacent re-
gions in Towa and Illinois, and in numerous places in the
Rocky Mountains.

22. Copper.—The great demand for copper is an inci-
dent in the development of modern industry. The min-
eral occurs in considerable quantities in the Appalachian
region, but the principal sources at present are Montana,
Arizona, Michigan, California, and Utah, ranking in the
order named.

23. Gold and Silver—The quest for gold was one of
the reasons for the English, French, and Spanish explofa-
tions. Though precious metals occur in the Appalachian
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region, production in this section has never been of much
importance. The first discoveries in the United States
were in California in 1848. Other important producing
regions at the present time are Colorado, Alaska, South
Dakota, and Utah. The producers of silver, named in the
order of their rank, are Nevada, Montana, 1daho, and Colo-
rado.

24. Water Resources.—Water resources may be consid-
ered from three points of view, namely, (a¢) as sources of
fish, (b) of power, and (¢) as means of transportation.
The important fishing regions of the United States are the
North Atlantie, the Great Lakes, and the Pacific Coast and
Columbia River. At present, the leading commercial fish
are cod, salmon, shad, herring, mackerel, halibut, and
sturgeon. Experts with the Bureau of Fisheries are con-
stantly experimenting with varieties hitherto thought to be
useless for food purposes, with the result that varieties
of fishes that were long neglected are now brought into the
markets.

The second important use of our water resources is as a
source of power. In a former page we said that water
power was sometimes a cause of the localization of indus-
try. At present upwards of 5,300,000 horse power are
generated from waterfalls. The greatest development is
in the North Atlantic section, notably along the Connecti-
cut, Merrimae, Hudson, and Susquehanna Rivers; in the
St. Lawrence region, including notably the Niagara River,
and sources along Lakes Ontario and Michigan; and in the
Mississippi and Ohio River sections. Water power is also
developed to a large extent in the North Pacific States.

Finally, the rivers have long served as means of com-
munication. The streams of the Atlantic Coast section,
although short, were used for navigation for many years.
The greatest navigable waterways of the country, however,
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MiINERAL ProDUCTS OF THE UNITED STATES, 1921
Product Quantity  Value
Aluminum, pounds.........cooviiiiniifenin..... $ 10,906,000
Bauxite, long tons.................... 139,550 889,800
Copper, Pounds...c..cveveeeeeennnnnnns 505,586,098 65,221,000
Ferro-alloys, long tons................. 248,627 21,697,785
Gold, troy ounees..........coeeeeaennn 2,422,006 50,067,300
Iron ore, long tons........coevvuvennn. 26,652,528 89,745,308
Lead (refined), short tons............. 398,222 35,840,000
Silver, troy ounces........c.viieunnn 53,052,441 53,052,441
Quicksilver, flasks................0ll 6,339 300,595
Zine, short tons.........covveviniiann. 198,232 19,823,000
Asphalt, short tons.................... 920,632 11,033,804
Borax, short tons..................... 50,000 1,600,000
Cement, barrels...............o...nen 96,046,549 | 181,675,440
Clay (raw), short tons................ 1,716,746 6,025,300
Coal (bituminous), short tons.......... 415,921,950 |1,199,983,600
Coal (Pennsylvania anthracite), Iong
70> 1 80,779,867 | 452,304,903
Feldspar, short tons................... 91,865 617,652
Fluorspar, short tons........c.cocvuenn. 34,960 724,094
Fuller’s earth, short tons.............. 105,609 1,973,848
Graphite .......ceeveeiiieiiiniinnnnn. 1,189,523 75,664
Grind stones and pulp stones........... 26,340 1,227,322
Gypsum, short tons................... 2,890,784 23,700,290
Lime, short tons......coovvvieevennnn. 2,532,153 24,895,370
Mineral waters, gallons................ 34,781,238 4,876,445
Natural gas, cubic feet................ 662,052,000 174,617,000
Petroleum, barrels.................... 472,183,000 814,745,000
Phosphate rock, long tons. ............. 2,064,025 12,270,070
Pyrite, long tons. .......coeviiin.., 157,118 711,432
Salt, barrels.....ccoviiiiiiiniieeaen, 4,981,154 24,557,966
Band ciiiiiiii i 78,564,649 54,268,310
Blate vovvvvreiiiiiiiiiiiiiiiiiieaan 411,500 7,322,006
BLOIO +uvvevrerreaneannnenecnenens 63,538,740 | 106,962,266
Talc and soapstone................... 126,434 1,821,451

are the Mississippi River and its tributaries with upwards
of 20,000 miles of navigable waterway. Without this great
advantage it would have been impossible to open up the
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central portion of the United States in the absence of rail-
ways.

25. Other Resources.—We have discussed above only the
leading resources. But, in a varying degree, many others
have contributed to development. Among these are build-
ing stones, clays, mineral waters, salt, quicksilver, antimony,
borax, fertilizers, and materials for the production of ce-
ment. For many years the great abundance of fur-bearing
animals constituted a valuable resource, and at the same
time offered one of the chief incentives for the exploration
of the country. The extent to which we are drawing upon
our mineral reserves is indicated in the table on the pre-
ceding page.

26. Summary of the Factors of Economic Develop-
ment.—JIt has been necessary to study separately each
group of fundamental factors involved in economie develop-
ment, but it is understood that all factors operated con-
temporaneously. As with the growth of commerce and
manufactures, the use of resources has been a matter of
evolution. Many elements now cxtracted from the earth
were of no use in the early industrial stages, and some re-
sources which are now extensively developed were used
only to a limited extent, or not at all, in former times.
Coal, for example, which is now an indispensable material,
was used only in a very small way before 1835, and copper
and petroleum were exploited only to a limited extent be-
fore the Civil War. Bauxite, the mineral from which
aluminum is obtained, and a number of minerals of rare
elements, which are now of great importance to manu-
facture, were not exploited until after 1860. We are just
beginning to learn how to use nitrogen of the air for indus-
trial purposes, and there are even now indications that
some of the rare elements composing the atmosphere will
find an industrial use before long.

The progressive utilization of resources depended on g
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number of conditions. First, it was intimately related to
the expansion of population. Industries engaged in ex-
ploiting resources experienced a westward movement con-
temporary with the westward movement of population.
It was not possible to exploit even the richest resources
until labor was supplied and until the favored regions were
opened by communication. This was the case with the fur
trade and farming, and with timber, coal, petroleum, iron,
copper, gold, and silver. Second, the utilization of re-
sources was conditioned by the stage of industrial develop-
ment. Extensive demands for the metals had to await the
expansion of manufactures and the growth of invention.
The introduction of the steam engine in all its uses both
intensified and diversified the demand for metals, and dis-
coveries in the field of electricity after 1860 increased the
demand for copper, lead, zine, and aluminum. Third, the
minute specialization of industries emphasized the need of
raw products which would yield as nearly as possible the
exact qualities desired in the finished product. Hence, an
incident of industrial development was the demand for a
great variety of raw materials, and this was a cause for
the increasing diversity of demands upon resources. Scien-
tists were set to work, laboratories were kept busy, en-
couragement was given to inventors, with the result that
new methods of producing commodities were discovered,
new uses for present resources were found, and, as it often
happened, methods were discovered of utilizing materials
which had hitherto been of no industrial use. The upshot
of this development has been both to intensify and diversify
demands upon resources.

In the first period of our industrial growth, which we
are now about to study, demands upon nature were rela-
tively simple; they grew on apace after 1790, were aug-
mented somewhat before 1860, and after that date ex-
panded with remarkable rapidity.
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CHAPTER III

EXPLORATION AND SETTLEMENT

27. Early Conditions.—A brief survey of the period
from the discovery of America to 1789 will bring out some
of the leading characteristics. The European background
of American history, including the important events which
led to the discovery of America, the discovery itself, the
awakening to the fact that America was a new world, and
exploration and settlement stand for rather definite stages
in our early history, and may be studied as initial features.
The exploration of the country, however, was by no means
complete at the end of this period. Much of the region
east of the Mississippi and even some of the country bor-
dering on the western tributaries of that stream had indeed
become fairly well known before 1789; but it remained for
the exploring enterprises of later times, notably that of the
Americans, to open the vast country west of the Mississippi.
And of course the great era of settlement which goes under
the title of the ‘‘westward movement’’ came chiefly after
1789, although it was begun before that date.

Before 1789 three great nations had explored various
sections of the continent on a large scale, and these, to-
gether with Holland and Sweden, had formed settlements.
English explorations were mainly in the Eastern portion
of the continent, those of the French along the Great Lakes
and in the Mississippi Valley, and the Spanish in the
South and Southwest. During the years before 1763 these
three nations founded colonies. The region of densest
population was along the Atlantic seaboard where the

41
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English were settled. French settlements were mainly in
the form of small posts and villages scattered throughout
her vast domain. The Colonies of Spain were in Florida
and Texas and in New Mexico and California. In 1656 the
Duteh took possession of the Swedish settlements along
the Delaware, and these, together with New Netherland,
were taken by England in 1664. In 1763 France and Spain
were eliminated from the country east of the Mississippi
River. Thus, at,this date, after France had ceded the
eastern portion of Louisiana to England and the western
to Spain, and after Spain had surrendered her claims to
England, the country east of the Mississippi became en-
tirely English domain, and that on the west was Spanish.
Some changes in territory occurred in 1783, notably the
return of the Floridas to Spain. When the United States
began its career as an independent nation, its domain ex-
tended from the Atlantic to the Mississippi and from the
Great Lakes and St. Lawrence River to the Spanish
Floridas.

Industry of some sort was developed in much of the ter-
ritory of the colonizing countries, but, owing to differences
in character and aims of the settlers and to the nature of
their institutions and resources, there was a great difference
in their industrial accomplishment. Progress was most
rapid among the English. The French and later the Span-
ish Colonies in Louisiana were able to make some strides
forward, but of the Spanish Colonies in the Southwest
there is little to record. All the great mnations applied
their colonial system to their American possessions. In
the case of the English this is an especially important fea-
ture because of its influence on the larger English settle-
ments, and because after 1763 the growing friction between
the home Government and the Colonies, due to the increas-
ing rigors of regulation, was one of the causes of the
Revolution.
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To a large extent, both in the case of the English and
French Colonies, the period to 1789 was one of industrial
experiment, This was due in part to the newness of the
country and to ignorance of its resources, and in part to
the efforts of the home governments to encourage in the
colonies the production of commodities needed at home.
Before the close of the period, however, the experiments
had been so far successful, that a number of industries had
been firmly established. This was the case of tobacco in
Virginia and Maryland, rice and indigo in the Carolinas,
and of fishing in New England, and, shortly after 1789, of
sugar in Louisiana. And, of course, the farmer had
learned how to grow the important vegetables and cereals
under American conditions. .

The scarcity of labor and capital accounted for other
leading features of the period. Because capital in the
form of machines and tools was scarce, it was necessary to
rely largely on hand labor for productive purposes; and
since labor, also, was scarce, the colonists were forced to
resort to a system of labor codperation, of indentured serv-
ice, and negro slavery. Throughout the period the imple-
ments of production were very simple; there were no im-
portant inventions, and little or no improvement in pro-
ductive methods. Industry was unproductive measured by
the standards of later times. Wealth, therefore, accumu-
lated slowly. Again, the scarcity of labor and capital
made it necessary to rely largely on the more abundant
resources and on commerce as the leading sources of wealth,
Lumbering, fishing, fur trading, and certain branches of
farming were the leading industries. The products of
these enterprises formed the principal materials for the
export commerce of the colonies.

We may study these features under the titles of (a) ex-
ploration and settlement; (b) the development of extrac-
tive industries, and (c) the growth of Colonial commerce
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and manufactures. Each title in turn provides the subject
matter for this and the two following chapters.

28. The Discovery of America.—For more than half a
century before Columbus sailed westward in quest of a new
route to the East, Portuguese navigators had been slowly
pushing their explorations southward along the west coast
of Africa. In 1441, Nuno Tristam discovered Cape Blanco;
four years later Dinis Diaz reached Cape Verd, fifteen
hundred miles down the west coast of Africa. In 1486
Bartholomew Didz rounded the southern extremity of the
continent and moved northeastward until his sailors re-
fused to go farther. Finally, in 1497, Vasco De Gama,
sailing from Lisbon, succeeded in reaching India by this
route and returned safely with a cargo from that region.
Explorers had discussed the feasibility of reaching the
Far East not only by sailing around Africa, but by cross-
ing the sea north of Europe. Columbus proposed to reach
the Far East by sailing westward. What was the cause
for this great interest in the discovery of a sea route to
that distant country? Why was the East so important?
‘“The answer to these questions,”’ said Professor Cheney,
‘‘will be found in certain changes which were in progress
in those lands east of the Mediterranean Sea, which lie on
the border land between Europe and Asia. Through this
region trade between Europe and the Far East had flowed
from immemorial antiquity; but in the fifteenth century
its channels were obstructed and its stream much dimin-
ished. Mediaeval Europe was dependent for her luxuries
on Asia Minor and Syria, Arabia and Persia, India and
the Spice Islands, China and Japan. Precious stones and
fabrics, dyes and perfumes, drugs and medicaments, woods,
gums, and spices reached Europe by many devious and
obscure routes, but all from the castward.’’

Three principal routes had been followed in communi-
cating with the Far East. The northern route was chiefly
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by land across the continent of Asia from Pekin or Quinsay
to the Caspian Sea, thence in several directions to the Medi-
terranean. The middle route followed the Arabian Sea
and Persian Gulf and thence by the Tigris or Euphrates
to Asia Minor and to the Mediterranean. The southern
route approached the Mediterranean through the Red Sea.
Because of the successive conquests of the Turks either the
western termini of these routes were closed or such heavy
burdens placed on commerce moving in that direction that
trading was no longer profitable, and it became necessary
to find new lines of communication. The discovery of a
sea route was the most obvious solution to this problem.

29. Explorations of the Interior.—The achievements of
Columbus led other explorers to sail westward. It took the
discoverers a number of years, however, to realize that
America was not an island off the coast of Asia, but a new
world. When they awakened to this fact, it was not with
a feeling of pleasure but of regret that a continent stood
in their way. This realization, together with tlie desire
to know whether the new world contained mines of gold,
provided the chief motives for the early exploration of the
interior. The Spanish were the first to undertake this
enterprise, and at times from 1513 to 1542 their explorers
traversed portions of what is now the Southern part of the
United States. This enterprise, however, produced no re-
sults except the negative one of discouraging further ex-
ploration or settlement because of the apparent absence of
the precious metals.

The task of making extensive explorations of the interior
fell to Frenchmen. Entering by the St. Lawrence gateway,
one of the two possible approaches to the continent at that
day, and led on by missionary zeal and by eagerness to
trade with the Indians, they reached the head of Lake
Michigan within fourteen years after the founding of the
English settlement at Plymouth. Champlain reached Lake
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Huron by way of the Ottawa River in 1615. Jean Nicolet,
an emissary of Champlain, penetrated to central Wisconsin
and thence to the Illinois in 1634. In 1673, Joliet and
Marquette made their famous voyage down the Mississippi
River as far as the Red River. With the explorations of
La Salle (1682), and of the traders who followed immedi-
ately in his footsteps, a large portion of the interior be-
came known to men of this nationality. The preparation
for permanent settlers had now been made.

30. The Difficulties in Founding Settlements.—The es-
tablishment and maintenance of colonies in the New World
was by no means an easy task, as is abundantly witnessed
by the early trials at Jamestown and Plymouth. The
great distance from the home country, the time and ex-
pense of travel, and the cost of transporting animals and
provisions, were only some of the initial difficulties. Add
to this the need of a year or more to fit the soil for the
first crop, the uncertainties of cultivation in a new coun-
try, and the further facts that often forests had to be
cleared and defenses maintained against the Indians, and
the task seemed almost insuperable. Capital was required,
therefore, to make the start which had to be provided in
the form of ships, tools, and provisions. Whether the ob-
ject of the colonizing venture was mining, fur trading, or
some other enterprise, no person could hope to succeed
without the indispensable capital. Usually no individual
of means cared to venture alone, owing to the many risks
connected with the enterprise. He preferred to associate
others with him and thus divide the risks. Thus the
founding of settlements and the exploitation of the re-
sources of the new country came to be a business enterprise,
indeed, it was one of the greatest enterprises of the day.

In the case of Spain the founding and protecting of dis-
tant colonies and the development of their commerce was
largely controlled by the home Government. Individual
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initiative was reduced to the minimum. ‘‘All goods which
were sent from Spain to America must be shipped from the
one port of Seville, and they must be landed at either one
or other of two American ports, Vera Cruz, in Mexico, or
Portobello on the Isthmus of Panama. Two fleets were
sent from Spain each year, one for each of these destina-
tions. All arrangements for these fleets, all licenses for
those who shipped goods in them, and all jurisdiction over
offenses committed upon them were in the hands of the
Government established of the Casa de Contractacion at
Seville. No intruders were allowed in Spanish Colonies;
the only persons who could take part in the trade were
merchants of Seville, native or foreign, who were espe-
cially licensed by the Government. Monopoly as well as
government support was thus secured to the distant traders
between Spain and her Colonies in the West and in the
East Indies.”” An attempt was made to apply these rigid
restrictions to Louisiana during the early days of Spanish
domination, but the regulations were gradually relaxed to-
wards the end of the period.

In the case of England and France the task of perform-
ing the initial work of development was left largely to
groups of individuals. One method of financing such an
enterprise was in the form of the joint stock compes:y,
where a number of persons who had obtained a patent or
charter from the Crown undertook to put up the funds and
manage the enterprise. Chartered companies were given
great privileges. These usually included the monopoly of
trade in the region covered by the grant, exemptions from
duties on goods taken out of the home country, and the
right of government subject to certain restrictions. In the
first Virginia Charter, for example, the rights included a
grant of land between thirty-four and forty-one degrees
of north latitude, the right to maintain defenses, to take
out from England ‘‘such and so many subjects, as shall be
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willing to accompany them,”’ and the exclusive right of
trade. In connection with these privileges were certain re-
sponsibilities, notably the duty to govern the colony in the
manner described in the Charter, and the duty of yielding
to the Crown a fifth part of the gold and silver, and a
fifteenth part of the copper mined. Since laborers were
required to develop the grant, one of the first considerations
of a commercial ecompany was to find colonists and provide
them with tools and food, until the establishment could be-
come self-supporting.

After some of the pioneering work of opening the new
country had been done, it became the custom, in the case
of England, to provide for the establishment of new colo-
nies in another way. Large grants of land were made to
favored individuals, who, as proprietors, undertook to en-
courage emigration, to fit out ships, provide tools and pro-
visions, and to secure the immigrants to populate their
domain. In this way the financial burden of making the
start in the new world rested on the proprietors. In re-
turn they expected some form of service, or an income of
some description from their land.

With the growing success of the Colonies, still another
method was found of bringing over immigrants. In time,
as planters prospered, they were able to pay the transpor-
tation of a limited number of persons. For this service
planters expected a grant of land and the labor of the
new comers for a term of years. Owing to the difficulties
described above, immigration during the earlier years of
settlement, required the support of some individual or
groups of individuals who could bear the expense. To
build up from nothing was a slow process. Yet progress
in the new world had to start at the bottom and by toil-
some methods accumulate gradually the means of self-
support.

Later on, with the growth of enterprise in America, it
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became possible for persons who had no more than passage
money to make a start; but this could take place only after
the Colonies had become firmly established.

31. French Colonies.—The motives which promoted
French colonization in America were partly economic and
partly political and religious. The reason for attemoting
settlement in Florida (1562-1568) was to escape religious
persecutions in France. In the interior of America set-
tlements grew up around missions and in connection with
posts founded for the promotion of the Indian trade. At
a later time some of the French posts were established as
a defense against the expanding English Colonies.

As early as 1518 a futile attempt was made to found a
colony on Sable Island. It was not until the beginning of
the seventeenth century that French colonizing efforts were
finally erowned with some success. Commercial companies
were formed with grants of exclusive privileges of trade
with the savages. Under this form of enterprise traders
and settlers rapidly pushed into the interior. Trading
posts and missions were established on many of the waters
of the interior, notably along the Great Lakes, on the
Wabash River, and on the Kaskaskia River, and in Illinois
not far from the Mississippi. The Illinois Country, as it
came to be called, reached its greatest prosperity just be-
fore the last French and Indian War when the population
was variously estimated at from 2,000 to 5,000. While the
fur trade was the dominant interest, many of the colonists
were farmers.

In 1699 the first settlement was made in lower Louisiana
at Biloxi. The French Government sought to develop
Louisiana through a monopoly. ln 1712 such a grant was
made to Antoine Crozat, and on the surrender of his patent
in 1717 a similar grant was made to the Company of the
West. The powers of this company included the exclusive
commerce of Louisiana for twenty-five years, property in
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mines without the payment of duty, power to fit out ships
of war, to grant land, to build churches and provide clergy-
men, and the right of government. The riot of speculation
during the régime of John Law lent a temporary interest
to Louisiana. Metallurgists were sent to explore the coun-
try in the hope of finding gems and precious metals, which
alone would have saved Law’s enterprises. One of the
permanent results of this activity was the establishment of
a colony of miners in southeast Missouri and the introduc-
tion of negro slaves into upper Louisiana for the purpose
of working the mines. New Orleans was founded in 1718
with the expectation that its location would be more favor-
able for the commerce of the Mississippi River than the
posts on the Gulf of Mexico. Other settlements were made
higher up on the Mississippi and also on the Red and Ala-
bama Rivers. Natchitoches, on the Red River, became of
considerable importance, because it was the point of contact
between French traders of Louisiana and the Spanish set-
tlements of Texas. In 1764 St. Louis was founded by
Pierre Ligueste Laclede, an enterprising trader of New
Orleans, who had received the exclusive right of trade with
the natives along the Missouri River. This place soon
became the seat of an enterprise which was destined to ex-
ploit much of the country west of the Mississippi River.
The population of Louisiana in 1769 was about 13,200,
and in 1803 about 49,000. New Orleans numbered about
3,190 at the former date and about 8,050 at the latter.

32. Spanish Settlements.—The settlements of Spain
were in Florida, with Pensacola the leading establishment,
in Texas, New Mexico, and in what is now California.
These settlements were principally in the form of military
posts and missions. As early as 1582 the Franciscan
Friars opened missions in the valley of the Rio Grande
and Gila Rivers; these were gradually extended until they
reached the Gulf of California in 1687, and from thence
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up the coast in the direction of San Francisco. In 1598
some 200 Spaniards coming up from the South, possibly in
quest of gold, settled in New Mexico. Shortly after the
settlement of lower Louisiana by the French, New Mexico
became the objective of the trading enterprises of the
French in the hope of obtaining some of the gold and silver
for which Mexico was famed. Spain also founded military
posts and missions in Texas. As late as 1740 the number
of Spaniards in that region did not exceed 1,400. The
population of New Mexico in 1793 was estimated at 19,700
Spaniards. The principal settlements of Spain in Florida
were St. Augustine and Pensacola, the latter enjoying con-
siderable trade with the French Colonies and with the
West Indies. In 1763 Spain also came irito possession of
Louisiana west of the Mississippi River.

33. English Business Enterprise: Background of Eng-
lish Colonization.—The years immediately precedin