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Big BusinessBig BusinessThe Big Idea
 The growth of big business in the late 1800s led to the creation of monopolies.
 Main Ideas
 • The rise of corporations and powerful business leaders led to the dominance of big business in the United States.
 • People and the government began to question the methods of big business.
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Main Idea 1:Main Idea 1: The rise of corporations and powerful The rise of corporations and powerful business leaders led to the dominance business leaders led to the dominance
 of big business in the United States.of big business in the United States.
 Many entrepreneurs formed their businesses in the late 1800s as corporations, or businesses that sell portions of ownership called stock shares.
 Corporate leaders were some of the most widely respected members of American society.
 Successful corporations rewarded not only the people who founded them, but also investors who held stock.
 Corporations encouraged more investment in businesses because stockholders could sell stock whenever they wanted.
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The Rise of Big BusinessThe Rise of Big Business Terms:Terms:
 EntrepreneursEntrepreneurs- Risk takers who started new ventures in free - Risk takers who started new ventures in free enterprise.enterprise.
 CapitalismCapitalism- Free Enterprise. Economic system based on ownership - Free Enterprise. Economic system based on ownership of land, factories, of land, factories,
 Laissez-faireLaissez-faire- companies operating without government interference.- companies operating without government interference. Social DarwinismSocial Darwinism- competition by the species, survival of the fittest. - competition by the species, survival of the fittest.
 Natural selection. Strong business prosper, weak ones fail. Society Natural selection. Strong business prosper, weak ones fail. Society should not interfere with business. Gov’t stay out.should not interfere with business. Gov’t stay out.
 TycoonsTycoons- businessman with great wealth and power.- businessman with great wealth and power. Robber BaronsRobber Barons- destroying competitors with tough tactics- destroying competitors with tough tactics Captains of IndustryCaptains of Industry- Using business skills to strengthen the - Using business skills to strengthen the
 economy.economy.
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Andrew Carnegie
 • One of most admired businesspeople of the time
 • Focused on steelmaking
 • Used vertical integration, owning businesses involved in each step of manufacturing, to lower costs
 John D. Rockefeller
 • Standard Oil Company was country’s largest refinery
 • Developed horizontal integration, owning all businesses in a field
 • Formed a trust, grouping many companies under a single board
 Business LeadersBusiness LeadersLeland Stanford
 • Made fortune selling equipment to miners
 • Governor of California, one of founders of Central Pacific Railroad, and founder of Stanford University
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Industrial Tycoons Made Huge Industrial Tycoons Made Huge FortunesFortunes
 John D. Rockefeller Started Standard Oil as a refinery Used vertical integration, buying
 companies that handled other aspects of oil business
 Used horizontal integration by buying other refineries
 Refined half of the U.S. oil by 1875
 Andrew Carnegie Grew up poor in Scotland and, at 12, came
 to the U.S. to work on railroads Began to invest and started Carnegie Steel
 Company, which dominated the steel industry
 In 1901, sold the company to the banker J.P. Morgan for $480 million and retired as a philanthropist
 Cornelius Vanderbilt Began investing in railroads during the
 Civil War Soon his holdings stretched west to
 Michigan and north to Canada. Vanderbilt gave money to education
 for the public.
 George Pullman Made his fortune when he designed and built
 sleeper cars to make long distance train travel more comfortable
 Built an entire town near Chicago for his employees that was comfortable, but controlled many aspects of their daily lives.
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Rock Oil Lights the WorldRock Oil Lights the World
 First usesFirst uses- - lubricants, lubricants, medicines and light (Kerosene)medicines and light (Kerosene)
 Drilling- Drilling- 1859- George Bissell, Edwin 1859- George Bissell, Edwin
 Drake and Titusville, Penn.Drake and Titusville, Penn. Wildcatters- oil prospectors- Wildcatters- oil prospectors-
 oil boom.oil boom. 1901- Boom in Texas lasts 20 1901- Boom in Texas lasts 20
 years.years. Cleveland, Ohio (railroads Cleveland, Ohio (railroads
 and rivers) and Rockefellerand rivers) and Rockefeller Pipelines, Oil lampsPipelines, Oil lamps Rebates.Rebates.
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Gilded AgeGilded Age John D. RockefellerJohn D. Rockefeller
 Standard Oil companyStandard Oil company Vertical integration (monopoly)Vertical integration (monopoly)- companies that supplied - companies that supplied
 oil business- pipelines and RR. Businesses that make up oil business- pipelines and RR. Businesses that make up product developmentproduct development
 Horizontal integration (monopoly)Horizontal integration (monopoly)- taking over oil fields - taking over oil fields and refineries. Bringing together firms of the same businessand refineries. Bringing together firms of the same business
 Made railroad companies compete for his business. Made railroad companies compete for his business. (Rebates)(Rebates)
 Organized his own pipeline to transport oil cheaper.Organized his own pipeline to transport oil cheaper. Under cut smaller refineries and drove them out of business.Under cut smaller refineries and drove them out of business. Gave inexpensive lights to developing countries then sold the Gave inexpensive lights to developing countries then sold the
 oil to fill them.oil to fill them. 1875- Standard Oil refined 1/2 of all oil in the U.S.1875- Standard Oil refined 1/2 of all oil in the U.S.
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Oil and Rockefeller 2:50 min.
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1:05 min.
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Gilded AgeGilded Age Andrew CarnegieAndrew Carnegie
 Came to US 1848 at 13 very poor.Came to US 1848 at 13 very poor. Worked for Pennsylvania railroad and invested.Worked for Pennsylvania railroad and invested. Founded his own company and rose to the top of Founded his own company and rose to the top of
 the steel business- Carnege Steel.the steel business- Carnege Steel. 1901- sold company to banker J.P. Morgan for 1901- sold company to banker J.P. Morgan for
 $480 million.$480 million. Built public libraries and helped education.Built public libraries and helped education. ““Gospel of Wealth”- people should be free Gospel of Wealth”- people should be free
 to make as much money as they can. After to make as much money as they can. After they make it they should give it away.they make it they should give it away.
 ““It will be a great mistake for the It will be a great mistake for the community to shoot the millionaires, for community to shoot the millionaires, for they are the bees that make the most they are the bees that make the most honey, and contribute the most to the hive honey, and contribute the most to the hive even after they have gorged themselves even after they have gorged themselves full.”full.”
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The Rise of Big BusinessThe Rise of Big Business
 Big business grew in the late 1800s when entrepreneurs, or business risk-takers, started businesses within an economic system called capitalism, in which most businesses are privately owned.
 Under laissez-faire capitalism, which is French for “leave alone,” companies operated without government interference.
 There were inequalities under capitalism, but many believed that Charles Darwin’s theory of Social Darwinism, or survival of the fittest, explained how business was like nature: only the strongest survived.
 A new type of business organization developed called the corporation, which was owned by people who bought stock, or shares, in a company, was led by a board of directors and run by corporate officers.
 Corporations raised money by selling stock and could exist after their founders left. Stockholders could lose only what they invested.
 To gain dominance, some competing corporations formed trusts that led several companies to form as one corporation and dominate an industry.
 Mass marketing helped retailers maximize their profits and department stores and mail-order catalogues revolutionized shopping for consumers.
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Dominance of Big BusinessDominance of Big Business
 What role do stockholders play in What role do stockholders play in corporations?corporations?
 Why are corporations advantageous for Why are corporations advantageous for stockholders?stockholders?
 Why do you think Andrew Carnegie was Why do you think Andrew Carnegie was one of the most admired businesspeople one of the most admired businesspeople of his time?of his time?
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Main Idea 2:Main Idea 2:People and the government began to People and the government began to question the methods of big business.question the methods of big business.
 People and the government began to view big business as a problem in the late 1800s.
 Concerned about child labor, low wages, and poor working conditions
 Many business leaders believed in social Darwinism. Darwin’s “survival of fittest” applied to which human beings
 would succeed in business and in life in general. Other business leaders believed that the rich should help the poor.
 Carnegie, Rockefeller, Stanford, and other business leaders gave away large sums of money to charities.
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The Antitrust MovementThe Antitrust Movement Critics said many businesses earned their fortunes through unfair business
 practices.
 Used size and strength to drive smaller competitors out of business
 Powerful trusts sold goods and services below market value until smaller competitors went out of business, then raised prices.
 Some people were concerned when a trust gained a monopoly, or total ownership of a product or service.
 The Sherman Antitrust Act passed in 1890 made it illegal to create monopolies or trusts that restrained trade.
 The act did not clearly define a trust in legal terms, so it was hard to enforce.
 Corporations and trusts continued to grow in size and power.
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Sherman Anti-Trust Act- 1890Sherman Anti-Trust Act- 1890 The act, based on the constitutional power of The act, based on the constitutional power of
 Congress to regulate interstate commerce, Congress to regulate interstate commerce, declared illegal every contract, combination (in declared illegal every contract, combination (in the form of trust or otherwise), or conspiracy the form of trust or otherwise), or conspiracy in restraint of interstate and foreign trade. A in restraint of interstate and foreign trade. A fine of $5,000 and imprisonment for one year fine of $5,000 and imprisonment for one year were set as the maximum penalties for were set as the maximum penalties for violating the act.violating the act.
 The wording was, however, unclear and for The wording was, however, unclear and for more than a decade after its passage, the more than a decade after its passage, the Sherman Act was invoked only rarely against Sherman Act was invoked only rarely against industrial monopolies and then not industrial monopolies and then not successfully.successfully.
 Its only effective use was against trade Its only effective use was against trade unions, which were held by the courts to be unions, which were held by the courts to be illegal combinations.illegal combinations.
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Gilded AgeGilded Age J.P MorganJ.P Morgan
 BankingBanking Bought Carnegie Steel and created Bought Carnegie Steel and created
 US Steel- producing 60% of all U.S. US Steel- producing 60% of all U.S. steelsteel
 Cornelius VanderbiltCornelius Vanderbilt RailroadsRailroads gave money to educationgave money to education
 George PullmanGeorge Pullman Designing and building railroad Designing and building railroad
 sleeper cars.sleeper cars. 1881- built town of Pullman near 1881- built town of Pullman near
 Chicago.Chicago.

Page 26
						
						

MonopoliesMonopolies
 Business competition became fierce Business competition became fierce PoolsPools: A group of companies who agree not to : A group of companies who agree not to
 compete but keep prices the same. Conspiracy.compete but keep prices the same. Conspiracy. Holding companiesHolding companies: Holding the stock of another : Holding the stock of another
 company and thus controlling it.company and thus controlling it. TrustsTrusts: Various companies gave all their stock to a : Various companies gave all their stock to a
 board of trustees which ran the companies like a board of trustees which ran the companies like a single corporation. The trust tried to gain complete single corporation. The trust tried to gain complete control over an industry- ending competition and control over an industry- ending competition and fixing prices. All companies would share the fixing prices. All companies would share the profits of the Trust company.profits of the Trust company.
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Questioning the Methods of Big Questioning the Methods of Big BusinessBusiness
 What is Social Darwinism?What is Social Darwinism? Why did some business leaders give Why did some business leaders give
 money to charity?money to charity? Why did critics oppose the practices of big Why did critics oppose the practices of big
 business?business? Was the Sherman Antitrust Act successful Was the Sherman Antitrust Act successful
 in curbing the power of wealthy trusts? in curbing the power of wealthy trusts? Why?Why?
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Section 2 ActivitySection 2 Activity
 Write at least three Write at least three sentences on thesentences on theback of the Sect. 2back of the Sect. 2homework sheet onhomework sheet onwhy these men werewhy these men wereso important in U.S. so important in U.S. History?History?
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