


March 2014

Meg Chorlian, Editor

Debra M. Porter, Art Director

Kelsey Waitkus, Design Assistant

Ellen Bingham, Copy Editor

Lou Waryncia, Editorial Directar

Ann Rillon, Art Preduction Director

Marcia Lusted, Assistant Editor

Susan Ring, Rights and Permissions Coardinator
Frances Nankin and Hope H. Pettegrew, Founders

ePals Media

Jason Patenaude, Fresident

Mark Fagiana, Vice President of Marketing

Amy L Reisinger, institutional Marketing Director
Karen Dudra, Education and lnstitutional Outreach
Patricia Bertrand, Customer Service Manager

Advisory Board

Eric Arngsen,

Professor of History

The George Washington University
Diane L Brooks, EdD.,

Director (retired)

Curtriculum Framewoeks and
Instructional Resources Office
California Department of Education
Ken Burns

Flarentine Films

Beth Haverkamp Powers, Teacher
Milford, New Hampshire

Maryann Manning. Professor
School of Education

University of Alabarma at Bitmingham
Alexis O'Nelll, Autfior and
Museurn Edueation Consultant

Lee Stayer, Teacher

Advent Episcopal Day Schoal
Birmingham, Alabama

Sandra Stotsky,

Professor of Education Reform

215t Century Chair in Teacher Quality
University of Arkansas

For customer service,
please call 800-821-0115

Check out our
on-line teacher’s
guides and annual indexes

at www.cabblestonepub.com/
teacher-resources/.

2013 Parents’ Choice Magazine
Gold Award Winner

2012 Parents’ Choice Magazine
Gold Award Winner

2010 Parents’ Choice Magazine
Silver Award Winner

George Washington Honor Medal
Award Winner

Indexed ond-or Abstracted in:
Children's Magazine Glide

Prirmary Search and Middle Search
Readers’ Guide for Young People
Readers” Guide to Periodical Literature
vertical File Index

and at www.cobblestoneonline net

£
2]
]
g

F

. §H EEEENEENENEHNNGSSNGEENN®R:;

. %8e
i 18

2

E A T

Hearing Opportunity Knock

by Peter Barnes

A Little Luck
by Eric B. Schultz

Cornelius Vanderbilt:
Friend or Foe?
by Eric B. Schultz

Andrew Carnegie:
First Man of Steel

by Laurel Sherman

Strike!

by Craig E. Blohm

Partners in Crime
by Pauline Bickford-Duane

CONSULTING EDITOR

Heather Cox Richardson, professor of history. Boston
College, has been teaching 19th-century American history
for 18 years and has written four books about it. Most
recently, she published West From Appomattox: The
Reconstruction of America After the Civil War, which
examines the role of the West in American history from
1865 to 1901, and Wounded Knee: Party Politics and the
Road to an American Massacre, which explores the
reasons for the 1890 massacre,

ABOUT THE COVER

The ghost of financier J.P. Morgan—carrying
a cornucopia of fortune-making businesses—
strolls down a modern New York street,
where he will always be remembered as a
captain of industry. (Library of Congress and
Shutterstock.com)

facebook

www.facebook.com/Cobblestone.Publishing

.



U R E S ACTIVITIES

BN N EENEEENNENNENENNENNN EE NN NENENNENNENENEN

17 A Man of Trust te 26 Name That Self-Made Man
by Pauline Bickford-Duane /-;, o= by Andrew Matthews

18 , ' and Marcia Amidon Lusted
John D. Rockefeller: Oil Klng A
by Barbara D. Krasner (l - : 38 Men of Fortune

— | Crossword Puzzle
. 22 ida Takes Aim by Will Bremen

by Ruth Spencer Johnson

DEPARTMENTS

E B EEEEESENENEREHN
1 Editor’s Note
24 Did You Know?
40 Going Global
by Marcia Amidon Lusted
42 Your Letters

by Kathlann M. Kowalskl

31 A Tale of Tariffs
by Heather Cox Richardson

34 Business Ethics: Do They Exist? 44 just for Fun
by Kathiann M. Kowalski 45 Dr.D’s Mystery Hero
by Dennis Denenberg
37 Big Scandals 46 SpotlightOn...
by Peter Barnes 48 Say What?

49 Cartoon Connection
by K.E. Lewis

EDITOR’S NOTE

¥l @ B B B EENENRER
| Look at the below list. All the terms have been used to refer to
America’s captains of industry. But there are subtle differences in
the definitions. A few describe a businessman who built a fortune
through a combination of hard work and luck. Others are less
flattering ways to categorize people who became rich at any cost.
There's no question that the empires that certain people built had
an enormous impact on the country. What historians wrestle with
is this question: Could—and should—captains of industry have
seen how the projects that brought them great wealth resulted in
If you had a fortune like poverty and pollution for most other Americans? And should they

Andrew Carnegie or i g : -
303 b, Rockelaller Iid. have invested so_me of their fortunes to help fix those problems?
What do you think?

how would l‘;ou use it
for the public good? A robber baron uses unfair business practices to accumulate vast
amounts of wealth.
- A tycoon is a wealthy and powerful businessperson.
Aﬁ?ﬁ:ﬂﬁiﬁ:j;ﬁ?ﬂ:f;@ A mon‘crpolist has exclusivel control of the means of making and
donuts away for freel selling a product or service.
An industrialist owns, directs, or has financial interests in a

commercial enterprise.

An investor commits money in exchange for a financial return or
profit.

A pioneer initiates or supports a new area of thought, research, or
development.

An entrepreneur initiates, operates, and assumes the risk of a new
business venture.

Spreading the
Joy. one donut
at a time.

W(’% Editor






Hearing QOpportunily

fter four long and

bloody years, the Civil

War finally came to an
end in the spring of 1865. While it
nearly destroyed the nation, it also
created opportunities. Men in the
North who manufactured arms,
clothing, and supplies for the
opposing armies became wealthy.

Many of these men looked
for new opportunities to invest
their money. At the time, the
federal government had not yet
established rules that regulated
businesses. So a person who was
willing to take great risks might
also see enormous profits.

In addition, the United States
was shifting from being an agri-
cultural nation to becoming an
industrial nation. Railways were
an important part of this process.
They opened up access to the
West and new areas for farming,
ranching, mining, and land devel-
opment. They moved people and
goods across the nation in greater
numbers and at higher speeds
than ever before. Stops along

John D. Rockefeller became one of
the biggest captains (or “kings”) of
industry in the 19th century.

routes became the sites of bustling
towns and cities. Many fortunes
were made on railroads.

But railroads were extremely
expensive to construct. They
required large amounts of labor
and materials. Just one mile of
railroad track might cost $20,000
to build.

This led to a whole new way of
accumulating wealth. Men who
were willing to take risks began
their empires by dealing with the
financing of railroads, not the
actual building of railroads. The
financial district in New York
City, known as Wall Street, played
an important role in the growth of
big business during this period.

It bought and sold stocks.

Other major industries, such
as steel, coal, and oil, grew
dramatically as railroads moved
goods quickly from New York
to California. New and grow-
ing businesses also benefited
from advanced manufacturing
techniques. Powerful machines
performed tasks 5 to 10 times
faster than humans had ever been
able to do before. Some factories
ran 24 hours a day and 7 days a
week to deliver maximum produc-

tion. Fierce competition led many
businesses to increase efficiency.

Some business leaders fought
competition by merging their
resources, which forced smaller
entrepreneurs out of the market.
Bigger companies had more
money to spend on research,
advertising, and production.

By the late 1880s, Americans
started complaining about trusts
and monopolies. Many citizens
thought it was unfair that giant
corporations were able to force
smaller companies out of business.
Congress passed the Sherman
Anti-Trust Act of 1890 “to protect
trade and com-

merce against Stocks are what

a corporation or
company gives to
‘those who have paid
money to purchase
shares in the company.

unlawful
restraints and
monopolies.”
But the law’s
vagueness left
interpreta-

tion up to the
courts. The
courts tended
to side with big
businesses. The

Trusts are
combinations of firms
or businesses created
for the purpose of
controlling prices and
reducing competition
in an industry.

Maonopolies are
created when one
group has exclusive

act was only control over the
lightl means of making and
RUpAtyIECess selling a product or

ful at preventing ' service.



To some Americans, wealthy
industrialists put on a show of
giving their money away as a
chance to improve their public
images. This cartoon’s message

to Andrew Carnegie and John D.

Rockefeller suggests that
they give to worthy causes
that really needed help, such
as hospitals for the poor.

A precedentis
something that is
established first, that
has never happened
before, and that

can be used as an
example in similar later
circumstances,
Philanthropic means
organized to provide
charitable assistance
to help humankind.

4

monopolies and curbing the greed of
America’s wealthiest industrialists at
the turn of the 20th century.

Wealthy businessmen defended
themselves against their critics.
They claimed that they built
things that benefited the nation.
Steelmaker Andrew Carnegie (see
page 10) argued that competition
brought quality goods at cheap
prices to all Americans. Cornelius
“Commodore” Vanderbilt (see
page 6) claimed that the millions
he had earned on his railroad
investments were “worth three
times as much to the people of the
United States.”

Carnegie, Vanderbilt, and other
major 19th-century industrialists
set a precedent for the 20th century:
free markets offered opportunity

for great profits. Today, however,
government rules and regulations
have been put in place to limit
modern corporations and prevent
monopolies.

And yet, like the original captains
of industry, modern corporations,
such as Coca-Cola, General Electric,
and Microsoft, often play leading
roles in the effort to fund important
philanthropic foundations.

After you've met the captains
of industry profiled in this issue,
perhaps you’ll understand the
difficulty historians have in deter-
mining how these people should
be remembered. As one biographer
wrote when describing John D.
Rockefeller (see page 18), “His good
side was every bit as good as his bad
side was bad.” $




Most 19th-century captains of industry showed
a good work ethic, a strong business sense,
and a willingness to take risks. They also owed
much to luck. Many of these men were fortunate to
launch their careers at the start of what is referred
to as America’s “transportation revolution.”

Before 1800, transporting people and goods in
the United States was slow, dirty, and dangerous.
This situation began to change in the period from
1800 to 1830, now called the “turnpike era.”

By 1816, Americans could travel a single intercon-
nected route from Maine to Georgia. By 1821,
4,000 miles of new turnpike had been com-
pleted just in New York.

Next came canals. When the Erie Canal
was completed in 1825, it connected
Buffalo to New York City, and thus
the Great Lakes to the Atlantic
Ocean. It overcame the obstacles
of moving people and goods over
land through interior sections
of the country. Its success
inspired a wave of canal
building across America.

Historians call 1815 to 1860 the age of the river
steamboat. It was the next important form of trans-
portation in America. Men who spotted the trend,
such as Cornelius “Commodore” Vanderbilt (see
page 6), became the industry’s leaders.

Finally, the greatest of all 19th-century transpor-
tation innovations appeared: the railroad. Railways
started to replace canals in the 1830s. By 1869, the
first transcontinental railroad connected the coun-
try from coast to coast.

The result of the country’s transportation revo-

lution was spectacular. Each innovation moved

goods and people with greater speeds and at

less cost than the method that came before.

They connected the growing nation physi-
cally and economically.

The transportation revolution also
provided opportunity for the nation’s
captains of industry. And entre-
preneurs who anticipated this

national expansion became the
richest people in America.

Eric B, Schultz is an entrepreneur, author,
and regular contributor to COBBLESTONE.

A turnpike is a road on
which a toll is charged.
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he richest man in America died on January 4, 1877, in his stately

Manhattan townhouse. Just across the harbor was the modest

Staten Island farm on which he was born. In 82 colorful years,
Cornelius “Commodore” Vanderbilt accumulated an astounding fortune
V' 4 of $100 million.
i 4 When Vanderbilt died, his associates described him as a beloved friend,
" a “citizen of high public spirit,” and an extraordinary genius. His long
career in steamships and railroads had been a dazzling success. But his
enemies—and he had many—remembered him differently. To them,
Vanderbilt was ruthless, corrupt, and one of America’s first great robber
barons. He was sometimes compared to the famous Charles Dickens
literary character: the hard-hearted miser, Ebenezer Scrooge.

But everyone agreed on one thing: Vanderbilt was a remarkable entre- >
preneur. Born in 1794, he showed little love for farming and even less for l‘// NS
school. Young Cornelius’ passion was sailing. At 16, he struck a bargain & 4 QAN //
with his mother to plant eight acres of corn in return for $100 to purchase ¢ s = A
his own sailboat. He used his boat to ferry passengers and goods between 4
Staten Island and Manhattan. Vanderbilt earned a reputation for being a
tough competitor with a fiery temper but a talented and fearless sailor. His
work during the War of 1812 ferrying officers and goods to the six forts in
New York Bay earned great praise.

It also earned Vanderbilt enough money to acquire and build other
boats, including larger schooners. With those vessels, he carried goods for
trade along the Atlantic coast. By the time he was 21 years old, Vanderbilt
was running his own freight business and on the way to becoming a
wealthy man. But reports of something new—the steamboat—were in the Vanderbitt turned his youthful 4
air. Many of his contemporaries believed that steam could never replace passion for sailing into a
sail, but Vanderbilt disagreed. . valuable steamship business.

How can | get a
| cool nickname?

' Schooners are sailing
ships with two or
\ more masts.

Cornelius “Comrnodore

A
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Selling his ferry business, Vanderbilt went to work for Thomas Gibbons
in 1817, running a steamship line between New York and New Jersey.
Over 12 years, Vanderbilt became an expert in the operation and design
of steamships. In 1829, he resigned to launch his own business. Soon, his
comfortable, fast, and affordable steamships spread from Manhattan to
New Jersey and from Albany to Long Island Sound.

When gold was discovered in California in 1848, it excited all
Americans, including Vanderbilt. By 1851, his Nicaragua Transit Company
transported miners from New York to San Francisco faster than any

After .eaming afortunein
shipping, Vanderbilt became

/ ?he first giant in the "?“’"ad / competitor. Vanderbilt became famous and earned the honorary title ry 4
/ ;::::::iya(iifm;t\::::ith . / of “Commodore.” In 1853, he took his large family (he had 13 children) |9,. y
/; James “Jim” Fisk to own the on a tour of Europe in his enormous private yacht, the North Star. Upon y
4 Erie Railroad (OPPOSITE). / his return, Vanderbilt decided to enter the Atlantic trade, building a
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fleet of the fastest liners
in the world steaming
between the United States
and England. His fleet
included the $900,000
Vanderbilt, “the pride of
his heart.” However, when
the Confederacy’s ironclad
Merrimack threatened the
Union fleet during the
Civil War (1861-1865),
President Abraham Lincoln
called Vanderbilt, and the
Commodore agreed to refit
the Vanderbilt as a warship
and donate it to the Union
navy to help contain the
Merrimack.

In 1864, 70-year-old
Vanderbilt opened the third

, chapter in his remark-
able life. He sold his interest in steamers and turned to Wall Street, the
financial heart of the nation in New York. In a short period of time, he
quietly bought up a number of railroads to form the New York Central and
Hudson River line, one of the largest businesses America had ever seen.
It connected the major cities of New York and Chicago into one great rail

Manipulating means network. Like his steamships before, Vanderbilt’s railroad was the fastest " "
;;Tg::;gi:g:ﬁkely | and most efficient in the country. It made him the richest man in America. ;;;;‘-’
Controversy followed Vanderbilt throughout his career. Sometimes, he
would intentionally lose money on a steamship run until his competitors
paid him to leave. He was accused of bribing lawmakers and manipulating
stock prices to hurt his competitors. He was known to create illegal cariels
to artificially set prices. Once, to settle a business dispute, he stopped all
rail traffic into and out of Manhattan, isolating the city. The power of such

Cartels are
associations of
manufacturers

or suppliers that
maintain prices

at high levels and \
restrict competition.

i
|
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a giant but invisible corporation
troubled many people. T
Personally difficult and ruth-
less, Vanderbilt peppered his
language with swears and was

JLer ew mip
( OMMIDORE L
BYT D0NT STOP 10
WATIR ©R Yo'l EBe
BIAT

unwelcome for many years in
New York society. In a disagree-
ment with his wife, he had her >~
committed to an insane asylum | \ AN '. (‘JJE"/NT}RM
for two years. At the same time, | {1 |15 ¥ Py | =0 R
he could be an honest business I -
partner, a good friend, and
affectionate with his family.
Vanderbilt was an enigma
even to those who knew him
well. He was both feared and
loved, despised and admired,
during his lifetime. His com-
plicated legacy continues to generate debate. He was a self-made man who
laid the ground for transportation methods and routes that transformed
the nation’s ability to move goods and people. Along the way, he built a
family fortune and empire that made the Vanderbilts one of the wealthiest
American families for several generations. $

An enigma is someone
or something that is
hard to figure out.

Qs a philanthropist, Cornelius
“Commodore” Vanderbilt gave
occasionally but dramatically. He
donated an expensive steamship to the
U.S. government during the Civil War.
Ironically, the boy who disliked school
grew up to become the man who gave
$1 million—at the time the largest gift
in U.S. history—to found Vanderbilt
University in Nashville, Tennessee
(RIGHT). His eldest son, William,
inherited most of the $100-million
estate. After adding to the family’s
wealth, William generously gave to
New York institutions, such as the
2 Metropolitan Opera and Columbia
a"n @" ' 't University’s medical school. William's
youngest son, George, used his family
inheritance to create Biltmore, his
@gacg estate and gardens in the mountains
of North Carolina. Today, Biltmore is
a National Historic Landmark. —E.B.S.
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ndrew Carnegie had known that
leaving his native Dunfermline
‘ would be hard, but the 12-year-
old boy cried anyway. His father was
one of the many Scottish weavers who
* had been put out of work by the coming
of large automated weaving mills. With
letters from relatives describing the oppor-
' tunities in the United States, the Carnegie
family left Scotland in May 1848.
The Carnegies settled in Allegheny,
a town just outside of Pittsburgh,
Pennsylvania. The whole family worked
to make ends meet. Andrew’s first job
was as a bobbin boy in the cotton mill.
His next job was in the airless cellar of a
bobbin manufacturer. By the time he was
14 years old, he was spending 12 hours a
day making bobbins for the cloth-weaving
industry.
When Andrew learned that telegraph
messengers were needed, he sought
employment as one. As a runner for the

telegraph company, Andrew met many
influential businessmen. One of these men
hired him to work at the Pennsylvania
Railroad Company as a telegraph clerk.

Andrew was a bright and energetic
young man. His work ethic impressed
Thomas A. Scott, the superintendent of
the western division of the Pennsylvania
Railroad. Scott first appointed Carnegie
as a personal secretary. Then, when
Carnegie was only 24, Scott made him
superintendent of the western division
of the railroad.

By working hard and making wise
investments, Carnegie began to accu-
mulate money. By the time Carnegie
was 25, an investment in the Woodruff
Company—the first railroad sleeping
car—provided him with $5,000 a year.
Over the next few years, he continued to
work for the railroad, but he also made
other small investments. Within a couple
of years, he had an annual income of

A bobbinisa
cylinder that holds
thread or yarn for
spinning, weaving,
knitting, and sewing.

Andrew Carnegie’s innovations in the steel
business led to the development of large mills,
increased production, and greater profits.




Malleable means
capable of being
shaped or formed.

almost $50,000. At the age of 30, Carnegie
decided to leave the railroad and move
into the manufacture of iron.

Railroads were expanding to the west,
and Carnegie realized that they would
need iron bridges and iron rails to reach
the Pacific Coast. His first company, the
Keystone Bridge Company, and its facto-
ries were devoted to producing iron.

But in the 1870s, a new steelmaking
process gained popularity. Steel was less
brittle than iron, and steel rails proved
more durable than iron rails. Englishman
Henry Bessemer had discovered that blow-
ing cold air over hot pig iron could drive
out almost all the impurities, creating
steel that was strong and malleable. The
only problem with the process was that
it worked only with ore that was low in
phosphorus. Many manufacturers had
given up trying to use the new process
because low-phosphorus ore was not easy
to obtain. But in 1873, Carnegie opened
a Bessemer steel plant near Pittsburgh.

Majgr_-@hﬁ#ructim projects inthe
19th century, such as the Brooklyn
Bridge, used Carnegie steel.

Almost immediately, his Edgar Thomson
Steel Works began earning a profit and
became the most successful competitor
in the steel trade.

Carnegie owed his success to several
things. He equipped his plant with mod-
ern and efficient equipment. Then he
found and bought his own sources of raw
materials and his own railroad and steam-
ship lines to transport the materials and
the finished steel. Soon he was indepen-
dent and could produce steel rails more
cheaply than other manufacturers.

But Carnegie’s high levels of produc-
tion came at a cost to his employees. They
worked grueling 12-hour shifts, seven days
a week. Most had no time to eat during the
day, and they were given just one holiday
each year—TJuly 4. A steelworker’s annual
pay averaged slightly more than $500.
Carnegie, meanwhile, earned about
$2 million a year.

Some of Carnegie’s workers began to
demand that they be allowed to form

e e UL W




associations to-bargain more effectively
with the company over wages, hours, and
working conditions. One of America’s
most violent labor strikes occurred at
Carnegie’s Homestead Steel Works in 1892
(see page 14) when Carnegie’s manager
refused to negotiate with the union.

By 1897, Carnegie’s mills produced
more than 6,000 tons of iron and steel
daily. Carnegie steel was the foundation
for America’s railways. It formed the
framework of new skyscrapers. It was used
in motors and machines. It helped build
New York’s Brooklyn Bridge and other
bridges.

Meanwhile, Carnegie grew richer. By
1900, the Carnegie Steel Company’s profits
topped $40 million per year. In 1901,

J.P. Morgan wanted to buy the company.

g ndrew Carnegie

was often quoted
as saying, “[TJlhe man |
who dies rich dies
disgraced.” He felt
that the rich had

a moral obligation

to use their money
to make life better
for others. Carnegie
created more than
2,500 public libraries
(RIGHT) and donated

Carnegie set a price of more than
$480 million for the steel company and
related holdings. Morgan promptly agreed.
The Carnegie Steel Company became the
United States Steel Corporation, and
steel became the backbone of America’s
industrial empire.

At age 65, Carnegie became
the world’s richest man. That
the son of a poor weaver could
rise to such heights seemed
proof to some Americans that
the country offered unlimited
opportunity. But the production
of his high-quality steel revealed
a large gap between the wealthiest
Americans and the wage earners
who worked in those industrial mills
and factories. s

Carnegie’s steel
offered a strong
foundation to

Carnegie
Logaey

organs to churches
across the country.
When he realized that he could not give away his fortune fast enough,
he established the Carnegie Corporation of New York. Its mission was to
work for “the advancement and diffusion of knowledge and understand-
ing.” It still serves this purpose today, more than 100 years later. Many
U.S. cities and towns have Carnegie art museums, performance halls,
universities, and research foundations. New York’s Carnegie Hall, one of
the most famous music halls in the United States, was built thanks to
Carnegie. He also founded what became Carnegie Mellon University in
Pittsburgh. By the end of his life, he gave away $350 million. —L.S.




CEERREEEEEE R R R ER AR EEREERRERRRRERRERERERERETRERTEERERL R R R LR LT LR TR L

rouble was brewing at the Homestead Steel guards and sealed off the town of Homestead. The
Works. A contract between the steelworkers uneasy calm was shattered on July 6, 1892.
union and the Carnegie Steel Company was due to Early that morning, a tugboat towing two covered

the Carnegie Steel Company. They posted armed retreat, either.
AR LANN;

#

E end on June 30, 1892. Andrew Carnegie felt that it barges approached Homestead. Three hundred men
=8 was time to make some changes. Although known of the Pinkerton National Detective Agency were

=M for his sympathy toward workers, he was determined inside the barges. They had been sent to secure the
=M to turn the Homestead site into a nonunion factory. site against striking workers. At about 4:00 a.m., the
=8 Carnegie departed for vacation in Scotland and left barges landed at the Homestead wharf. Alerted to

=8 negotiations to his general manager and partner, their approach, thousands of steelworkers armed

=8l Henry Clay Frick. with clubs, stones, and rifles raced to the river and
= Frick was fiercely anti-union. He wrote a new were waiting there for the agents.

=M contract to which he knew the union workers would A Pinkerton officer shouted a warning to the

=8 never agree. Expecting unrest, Frick then ordered workers. Suddenly, several shots rang out. After a

=8 that a 12-foot-high wooden fence be built around the furious 10-minute battle, both sides dug in for a long
=M steel plant. When the June 30 deadline approached fight. The Pinkerton agents were pinned down in the
=8 and negotiations stalled, Frick shut down the plant. barges. They could not advance. The tugboat had left
§ In response, the laborers declared a strike against with some wounded men, so the agents could not

e Finally, around 5:00 p.m., the
workers accepted the Pinkertons’
surrender. The agents left the
barges and began walking to the
town’s railroad depot. Along

the way, men, women, and even
children who lined the streets of
Homestead threw sticks and stones
at them. The people hit and spit at
the agents, too.

Seven steelworkers and three
agents died that day. Many more
were wounded. Although Carnegie
later wrote that “the [Homestead]
Works are not worth one drop of
human blood,” he publicly sup-
ported Frick’s actions in handling
the strike, forever tarnishing his
reputation. Labor unrest—and the
great divide between the classes—
would become increasingly serious
issues for American society.

I;Q'Z.

T R RRR R AR AR AR AR R ARLE

The violence at the Homestead
Steel Works brought attention
to the difficult conditions under
which workers labored.
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by Pauline Bickford-Duane

Both Jay Gould and James “Jim” Fisk were
viewed as scoundrels in their day. Gould

is Satan in this editorial cartoon about his
questionable business practices (LEFT), while
Fisk (BELOW) is portrayed as a bulldog.

s a young man growing up in New England, James “Jim” Fisk
held several different low-paying jobs, including circus worker,
hotel waiter, and peddler. He became successful during the Civil
War (1861-1865) by smuggling cotton and selling Confederate bonds. But
his real financial breakthrough was in 1864 when he became a stockbroker
in New York.

Jay Gould had a similar beginning. He grew up in New York and worked
at various jobs: as a bookkeeper, as an employee in his father’s hardware
business, as a map surveyor, as an employee at a lumber and tanning busi-
ness, and as a banker. Like Fisk, Gould profited during the Civil War by
trading bonds and gold. He then became the manager of the Rensselaer
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The scoundrels!
How could they
be so greedy?
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and Saratoga Railroad. He made a fortune as a broker in railway stocks,
buying and selling to make huge profits.

Despite their humble beginnings, Gould and Fisk had sharp minds and
quickly climbed the economic ladder. When these two men got together
in the mid-1860s, they schemed of ways to find profits for themselves.

In 1868, the two men orchestrated their first major power play. They
attempted to seize control of the Erie Railroad in New York. With their
associate, Daniel Drew, they used stock fraud and bribery to inflate the
line’s assets and keep Cornelius “Commodore” Vanderbilt (see page 6)
from gaining control of it. Vanderbilt lost a great deal of money, and he
eventually ceded control of the railroad to Drew, Fisk, and Gould. The trio
used the railroad to add to their personal wealth.

Gould and Fisk’s next plot caused a major national financial crisis that
resulted in “Black Friday” on September 24, 1869. Gould understood that
when buyers increased the demand for gold, its price went up. But when
that price went too high, the U.S. Treasury Department released some
of the government’s gold into the market to bring the price of gold
back down.

Gould and Fisk realized that if they bought large quantities of gold,
they could drive up its price. At some point, the government would move
to correct the price of gold. Gould and Fisk speculated that if they could
anticipate when the government was going to release its shares, they could
act first and sell what they owned at the height of the price of gold before
the price began to fall.

Using acquaintances who worked in the government, Fisk and Gould
gained inside information on the government’s plan. One contact in the
U.S. Treasury Department agreed to alert them to any government action
in return for some of the profits.

Feeling confident that they had minimized their own risk, Fisk and
Gould began buying up large amounts of gold in September 1869.

Their actions and those of other investors drove up the price of gold.
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But President Ulysses S. Grant discovered their plan. He ordered a large
amount of government gold to be sold all at once so that the price would
immediately drop. Gould was able to sell the gold that he and Fisk had
purchased right before the market fell. In this way, they not only avoided
personal financial ruin, but Gould was reported to have made millions of
dollars of profit.

But Fisk and Gould’s actions created a panic on Wall Street and ruined a
number of investors. Those men had bought gold as the price was shooting
up but had not sold it in time. They had also borrowed money to purchase
the gold, so they were ruined when they could not pay back the loans.
Despite their role in the scandal, Gould and Fisk escaped legal punishment.

Fisk and Gould never became generous philanthropists like some of the
other wealthiest business leaders of the late 1800s. Of the men who made
their fortunes in that era, Jim Fisk and Jay Gould most clearly earned the
title of robber baron. $

Bonds are government-
issued certificates of
debt that guarantee
repayment (plus
interest) of a monetary
investment by a
certain date.

Pauline Bickford-Duane is a student at Wheaton College in Massachusetts. She is double-majoring in English and

French studies.
ay Cooke grew up in a wealthy A M A N
family. His father was a lawyer,

and his parents were both educated o F TRU s

which were used to buy horses,
guns, and other supplies as well as
pay the soldiers’ salaries. By the end

and politically active in
Ohio. As a young man,
Cooke worked at a dry
goods store as head clerk
and then at a banking
house in Philadelphia.
When he was 18 years old,
he got a job at a banking
firm called EW. Clarke and
Company, which soon led
to a full partnership. These
jobs gave Cooke valuable
financial experience.

In 1861, Cooke created
his own banking house,
called Jay Cooke and
Company. The timing was
perfect—the Civil War
(1861-1865) began that
year. The secretary of
the U.S. Treasury Depart-
ment asked Cooke to help
raise money to finance the
war. Cooke sold Treasury
bonds and negotiated loans,

of the war, he had helped
raise nearly S1 billion for the
Union war effort.

After the war, Cooke lost
most of his fortune when
he invested in the construc-
tion of the Northern Pacific
Railway. The nation's econ-
omy crashed in the panic of
1873, and a six-year economic
depression followed. Cooke's
firm, along with many other
financial businesses, declared
bankruptcy. By 1880, how-
ever, Cooke recovered
financially after investing in a
Utah silver mine, and he was
able to pay back his debts.

In addition to being
a respected and trusted
financier, Cooke was a
well-known philanthropist.
He donated large amounts
of money to the Episcopal
Church. —P.B-D.
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ohn D. Rockefeller came of age at a time when America was realizing
the vastness of its natural resources. In his determination to harness
them, he became the world’s first billionaire.
Rockefeller was born in rural western New York in 1839. His family
moved to the Cleveland, Ohio, area, where he began work as an assistant
bookkeeper for a produce merchant at age 16. In 1858, he borrowed $1,000
from his father and joined forces with an older merchant, Maurice Clark.
They traded in commiodities. Rockefeller quickly became a recognized name
among Cleveland’s young merchants. He was considered honest, reliable,
and someone with a shrewd sense of the markets.
Around this time, oil was discovered flowing out of western Pennsyl-
vania springs ina place dubbed Oil Creek, near Titusville. In 1859, Colonel
Edwin Drake found a way to tap into and control the large amount of oil

Commodities are
articles of trade or
there. Almost simultaneously, people were searching for a new way to light = commerce that have

i, bz s . the same value no
lamps. Whale oil was becoming scarce and was too expensive for anyone B e wiho sells them,

but the wealthy. But Oil Creek’s petrolenm oil, which could produce such as silver and gold.
kerosene, was thought to be a good substitute. 5/ ulufors poured into peculators are people
Titusville, and news of the rush reached Cleveland. who engage in the

3 : : e buying and selling of
Clark’s friend, chemist Samuel Andrews, approached Clark and a commodity with an

Rockefeller, gushing about kerosene. He asked them to invest $4,000 in the efemen; of H'Sr but the
hope of a profit.

opening of an oil refinery. They agreed, although Rockefeller considered
ita “very large” sum. The three men joined forces in 1864 and named
their company the Excelsior Oil Works. It succeeded right from the start,
Despite Rockefeller’s young age, he quickly took over the day-to-day busi-
ness operations. '

Rockefeller paid careful attention to details. He wisely chose a location
for the company near rail and water transportation. Instead of buying oil
from middlemen who were paid to bring two sides ofa deal together, he
sent his own men into the field to buy oil. He built his own wagons for
hauling and his own barrels for holding the oil. He found uses for the by-
products of the refining process so that little oil was wasted. Paraffin was
used for candles and chewing gum. Benzene was used in paints and var-
nishes when the South cut off supplies of turpentine during the Civil War
(1861-1865). The only component ofoil that had little use in those days
was gasoline. (That would change with the advent of the automobile.)

By the mid-1800s, John D. Rockefeller was
on his way to owning nearly 90 percent of
the oil refineries in the United States.




Standard Oil is compared to an octopus in this editorial
cartoon, in which the creature’s arms control different
industries as well as political power.

Rockefeller obsessed about efficiency and cost yet could envision great
expansion. By 1865, the company turned out 500 barrels of refined oil
a day, making it one of the largest refineries in the country. And with
Rockefeller’s attention to money, it was consistently profitable.

Clark introduced two of his brothers to the business, but they didn’t
getalong with Rockefeller. Rockefeller eventually bought out the Clarks.
He formed a new business with Andrews, named Rockefeller & Andrews,
which continued Excelsior’s work. In 1866, the company sales totaled
$1.2 million. Soon Rockefeller and Andrews focused on a second refinery
and established a third business in New York to concentrate on overseas
oil brokerage and sales. Rockefeller’s younger brother, William, headed up
the New York office.

The oil industry was unstable, and every time someone discovered a
new source of oil, prices dropped. Rockefeller thought about the long-term
health of the industry. He began to see it in a new light—as a combination
of wells, refineries, and distributors. In 1870, he formed the Standard Oil
Company in Ohio and installed himself as president. Backed by a million
dollars of investment, the new company was a small empire that controlled
10 percent of the oil business. It owned plants, warehouses, shipping facili-
ties, and tank cars.

Rockefeller strengthened ties to the Erie, New York Central, and
Pennsylvania railroads to make oil shipments easier. He went to each of




his 26 Cleveland refinery rivals to get them to sell him their interests. The
oil business had grown complicated and expensive, so some smaller com-
panies were glad to sell. But others felt forced to sell. Rockefeller assumed
control of 22 of those refineries in early 1872. He said of the emergence of
Standard Oil, “We had to do it in self-defense. The oil business was in con-
fusion and daily growing worse. Someone had to take a stand.” By the end
of the 1870s, Standard Oil controlled 90 percent of America’s oil refineries
and a third of all oil wells.

Wow! That’s
a revealing
cartoon.

yuy businesses until Standard Oil grew to
monopoly on the oil business. Then, in 1882,

‘the Standard Oil
and profitable in/if

rd Oil. People felt it was too aggressive
| provider. First the state of Ohio and

Esso gas stations (the precursor to Exxon), Stan
requent contributor to COBBLESTONE

refinery in Lindej

Raised in the Baptist tradition,
John D. Rockefeller believed in
service. And after journalist Ida M.
Tarbell’s articles were published
(see page 22), he devoted himself
to philanthropy. As his biographer
noted, “The fiercest robber baron
had turned out to be the foremost
philanthropist.” He donated signifi-
cant amounts of money to education
and medical research. In 1901, he
founded The Rockefeller Institute for
Medical Research in New York City.
The institute became Rockefeller
University. He gave millions of dol-
lars to the University of Chicago,
ROCI(@ F@” @ r which began as a small Baptist col-
lege. He founded Spelman College The Rockefeller Memorial Chapel
and named it for his in-laws. He also at the University of Chicago today

L@gac 9 gave $550 million in 1913 to start the serves as b°th_a spiritual center
Rockefeller Foundation. It still serves and a performing center.
the arts, public health, and medical training fields. John D. Rockefeller, Jr.,
who managed the family’s fortune after his father died in 1937, funded the
restoration of Colonial Williamsburg in Virginia. —B.D.K.
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hen Ida M. Tarbell’s mother
warned her not to play in
puddles, she was not

talking about mud puddles. She meant

the pools of black oil gushing from

the oil well by their front door. In 1860,

three-year-old Ida lived near Oil Creek

in western Pennsylvania. Oil had

recently been discovered in the area.

Hoping to make a profit, Ida’s father
started a small oil company. His business
prospered for a number of years. Then
John D. Rockefeller formed a group of
oil producers into a trust and called it
Standard Oil Company. The trust’s enor-
mous size and power allowed it to sell its
oil for less. It forced smaller companies
out of business. Ida’s father’s company was
one of those.

When Ida grew up, she became a
famous muckraking writer for McClure’s
Magazine. Remembering how Standard
Oil had crushed her father’s business, she
decided to uncover the story behind the
company’s success. By 1900, Standard Oil
was the largest trust in the country. Many
people discouraged Tarbell from exposing
the secrets of the powerful monopoly.

But Tarbell planned to present a fair and
accurate picture of the company. How could
Standard Oil object to that? For two years,
she interviewed people and searched through
piles of documents and testimony. Some
important papers had been destroyed or hid-
den, but Tarbell did not give up until she had
all the facts.

Tarbell learned that Standard Oil had used
unfair and dishonest practices to expand its

business. For example,
tuckraking describes Standard Oil arranged
the effort to search . . :
forand exDae illegally with the railroads
misconduct in to get cheaper deliver)f rates.
PUBICHE Also, when other companies
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shipped oil, the railroads passed on part of the

payment, called a refund, to Standard Oil. These

advantages allowed the trust to set its prices so low
that smaller companies could not compete for long
and were forced to go out of business. Standard

Oil even used spies: It paid railroad employees to

report the scheduled shipping dates of other oil

producers. Standard Oil then forced the railroads
to stop those shipments.

In November 1902, Tarbell’s first article
appeared in McClure’s. Eventually, 19 installments
of “The History of the Standard Oil Company”
ran in the magazine. In 1904, the articles were
published as a two-volume book.

Tarbell was surprised at the backlash caused by
her articles. She said, “I was willing that
[Standard Oil] should combine and grow
as big and wealthy as [it] could but only
by legitimate means. But [the company]
had never played fair, and that ruined
[its] greatness for me.” She called for the
American people to take a stand against

greed and dishonesty.

Tarbell’s revelations made Standard Qil
the focus of state and federal government
investigations. In 1911, the U.S. Supreme
Court ordered Standard Oil to break up
into smaller companies, Independent oil
businesses would no longer have to struggle
against powerful oil trusts.

Tarbell and the other investigative journal-
ists of that era played important roles. They
drew attention to the problems confronting
American society in the early 20th century.
Instead of writing about big, complex economic

issues, they focused on a single industry, city,

or person. Thanks to their efforts, the public
became informed and aware about issues that
were real and personal. Armed with well-
researched information, the concerned public then

demanded changes. s

What a fearless
investigative
reporter!

A KaNSAS DAVID 1y THE FIELD

Ruth Spencer Johnson is a native of Indianapolis and a freelance writer with
a special Interest in American and English history.
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In the 21st century, new fields have produced
some of the world’s wealthiest individuals. Are
they robber barons or captains of industry?

Investor Warren Buffel is chairman and
chief executive officer of Berkshire
Hathaway, a public holding company.
With Bill Gates, Buffet established the
“Giving Pledge” campaign, which calls
on the world’s wealthiest people to
promise to give at least half of their
fortunes to charity.

Steve Jobs was the co-founder, chairman,
and CEO of Apple, Inc. After guiding the
company through the personal-computer
revolution, he led the company to success
with popular Apple products, such as the
iMac, iPod, and iPad. Jobs was not known
for being a public philanthropist.

Bill Gates is the co-founder of
Microsoft, the largest personal-
computer goftware company. In
2008, Gates devoted himself
full time as co-chair of the Bill
and Melinda Gates Foundation,

a charitable organization. With
Warren Buffet, he established
the “Giving Pledge."




Mark Zuckerberg is co-founder,
chairman, and chief executive of
Facebook, the social networking Web
site designed to have information
flow between people. He has donated
to some specific charities, including
$100 million to Newark, New Jersey’s
public school system. He also has
signed the “Giving Pledge."

Jeffrey Preston Bezos is the chief
executive officer of Amazoncom,

the on-line retail company. Bezos has
donated money fo aid research for the
Eight against several forms of cancer.

Sergey Brin and Larry Page
are the co-founders of
Google. the Internet service
company. The company

began a nonprofit to raise
awareness about global
issues, such as climate change,
public health, and poverty.
Google donated #1 billion to
get the nonprofit started.

25



= = = e=s = e=3 =i [ ==

Can you match each name at the top of
these pages with the famous industry or
entity founded by that business leader? And
what do you think of their lasting impact?
Answers on page 48.

Richard Sears
(1863-1914)

Leland Stanford
(1824—1 893)

Gustavus Swift
(1839-1903)




Henry Morrison Flagler
(1830-1913)

Marshall Field

(1834-1906)

Profit with a
purpose! | like
these guys.

A « With his uncle John, this man
started flour milling in Minneapolis
in 1869. They used the most
modern technology, including a
machine that produced flour with
few lumps and impurities. For
many years, their “A” mill was the
largest in the world, producing
10,000 barrels of flour a day. They
believed in working closely with
the farmers and employees who
helped make their mills successful.

B. He began his mail-order business
by selling a box of gold watches
that had been left at the railway
station where he worked. With
his partner, Alvah Curtis Roebuck,
he was soon selling clothes, tools,
and household appliances through
a catalog. The 1,000-page catalog
was known as the “Farmer’s Bible”
because it contained practically
everything rural families needed.

C. This entrepreneur became a leader
among meatpackers by building
a plant in Chicago, rather than
on the East Coast. His factories
killed and cleaned the cattle in the
Midwest and shipped the meat
east in refrigerated cars. He also
built, and thereby controlled, his
own railroad cars, wagons, and
warehouses to transport and store
his beef. A frugal businessman,
he spent less money on livestock
food and transportation than his
competition spent. He therefore
offered lower prices for customers.

Charles Pillsbury

(1842-1899)

D. This man took the concept of the
old general store and transformed
it into a whole new shopping
experience that catered to women.
His six-story retail store was one
of the first to introduce helpful
services such as restrooms,

a restaurant, a nursery, and
telephones. It became an inviting
place for Chicago’s ladies to shop,
and his innovations helped turn
shopping into a leisure activity.

He also was one of the first
department store moguls to create
magical holiday displays in his
store windows.

E. This entrepreneur got his start with
the Standard Oil Company, but
he is best remembered for seeing
Florida's potential as a tourist
attraction. He invested in both
railways and hotels. His Florida
East Coast Railway System and the
Over-Water Railroad connected
distant Key West to mainland
Florida by 1912. The railway was
the biggest engineering feat ever
undertaken by a private individual.
It was eventually modified for cars
and became the Overseas Highway.

F. After earning a fortune as a
storekeeper during the California
gold rush, this businessman was
elected the eighth governor
of the new state as well as the
president of the Central Pacific
Railroad in 1861. He invested in the
Central Pacific and was present
in 1869 when its tracks met the
Union Pacific’s to create the
first transcontinental railroad. In
memory of his son, who died as a
teenager, he established a famous
university in California. It still bears
his family name.
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1 could learn a B8
lot from him.




e 4 s a boy, J.P. (John company continued to do work for

| Pierpont) Morgan’s his father’s firm. _
Q classmates knew him as Meanwhile, the Civil War
_: . “Pip.” By the early 20th century, (1861-1865) offered opportunity
le ~ Americans knew him as one of the  for those willing to take it. In 1863,
world’s most powerful men. Morgan and a man named Edward
Born in 1837, Morgan grew up Ketchum quietly bought about
in Hartford, Connecticut, and $2 million in gold. Then they
then Boston. Unlike most other publicly shipped about half of it
- captains of industry, he came to England. The move created an
i from a well-to-do family. His instant gold shortage in the United
family rode in style on passenger States and threatened to collapse the
trains. They traveled and toured American financial system. Morgan
Europe. After his father took a and Ketchum quickly sold the rest
banking job in London, the family  of their gold for a huge profit.
moved to England. Morgan contin- Like some other captains of
S8 ued his education in Switzerland industry, Morgan saw value and
and Germany. profit in expanding the nation’s
After college, Morgan began railways. Railroads became a big
working for the New York bank part of his business. He rescued the
that handled American business for ~ Albany and Susquehanna Railroad
his father’s firm. He started mak- from takeover by industrialist Jay
ing his own deals. Once, he got the ~ Gould (see page 15). He arranged
New York bank to buy a shipload the sale of a huge block of shares
of coffee without getting prior for New York Central Railroad
approval. Then he resold the cof- magnate William Vanderbilt
fee at a profit. In 1862, he started (son of Cornelius “Commodore”
S ].P. Morgan & Company. His new Vanderbilt, see page 6).

him as having an enormous role in

uiding the nation’s direction, . *?1

Morgan also joined togeth'er
the Northern Pacific Railroad and
four other railroads to form a trust
called the Northern Securities
Company. Its goal was to promote
cooperation—and reduce competi-
tion—on routes from Chicago to
the Pacific Northwest.

Morgan and his company
invested in other industries, too.
In 1892, he merged Edison General
Electric Company with Thomson-
Houston Electric Company. The
new company became General
Electric. In 1901, Morgan bought
the Carnegie Steel Company.

He merged it with several other
companies to form America’s first
billion-dollar corporation—United
States Steel.

In 1906, Morgan and other
bankers underwrote a huge bond
issue for American Telephone &
Telegraph Company. He also reorg-
anized the company to operate
nationwide. That company, AT&T,
dominated American telephone
communications until the 1980s.

Morgan’s work in forming and
financing huge businesses made a
lot of money. However, he wanted
that money to stay stable for the
long term, too. After the financial
panic of 1893, the government’s
gold reserves fell as worried inves-
tors sold stocks and bought gold
instead. In 1895, Morgan and
other bankers agreed to loan the
government up to $100 million
in gold. The action helped restore
confidence in the country’s cur-
rency system.

In 1907, stock prices fell rapidly.
As a national financial disaster
loomed, Morgan again stepped in.
First, he and John D. Rockefeller
loaned millions of dollars to the




Trust Company of America to
save it from failing. Morgan also
organized more than a dozen
banks to work together to loan
$25 million to keep the New
York Stock Exchange open.
Morgan’s actions sometimes
drew fire from the government,
however. In 1902, President
Theodore Roosevelt sued under the
Sherman Anti-Trust Act. In effect,
the law let the federal government
break up trusts that prevented
competition or restricted trade.
The Supreme Court determined
that Morgan’s Northern Securities
Company violated the anti-trust
law. As a result, it had to disband.
Government distrust of concen-
trated corporate power grew. In
1912, Morgan found himself before
Representative Arsene Pujo’s con-
gressional committee. It found that
Morgan’s partners and the leaders

o price is too high

for an object of
unquestioned beauty
and known authentic-
ity,” J.P. Morgan said. He
could afford beautiful
things. He spent about
two thirds of his wealth
collecting fine art and
rare books. Morgan’s
private library became
a public institution in
1924, and today the
public can enjoy most of his vast collections at the Morgan Library and
Museum in New York City. Its holdings include ancient and medieval
manuscripts, Gutenberg Bibles, and first editions of famous authors’
books. Morgan also collected Egyptian, Islamic, Chinese, and Renaissance
art. The public can view thousands of those unique artifacts at New York’s
Metropolitan Museum of Art, which received them as gifts. —K.M.K.

of a few other banks held 341 direc-
tor positions in 112 corporations.
Those companies dealt in mining,
manufacturing, transportation, and
other businesses. The companies’
worth exceeded $22 billion. At the
time, America’s gross domestic
product—the total of all goods and
services produced in the country—
was just over $37 billion.

Committee lawyer Samuel
Untermyer questioned Morgan
about his extensive power in bank-
ing and various other businesses.
Morgan downplayed his personal
control. He also tried to dismiss
concerns about concentrating busi-
ness interests.

In Morgan’s view, building and
merging huge companies helped
the economy grow. It also avoided
waste through cutthroat competi-
tion and duplication of efforts. And
while Morgan profited from many

decisions, he insisted his main
motivation was what was good for
America. “If it is good business for
the interests of the country to do it,
I do it,” Morgan said.

The committee and others
disagreed about concentrating so
much corporate power in a group
of bankers. Morgan died in 1913
while traveling in Europe. Just a
few months later, Congress created
the Federal Reserve Bank and the
Federal Reserve System. These
institutions gave the federal gov-
ernment oversight of the nation’s
banking system.

Yet Morgan had made his mark.
His decades of deals established
banking as a big business that
eventually dominated America’s
economy.

Kathiann M. Kowalski is an attorney and author
who writes often for COBBLESTONE and other ePals
Media magazines.




he United States experienced an industrial revolution in the
decades following the Civil War (1861-1865). Time, energy,

' and money were focused on new industries and new products.
Those changes also brought some Americans more spending money and
more leisure time than any generation had ever had before. Far-flung and
profitable railroad, oil, and steel operations were just a few of the many
businesses that needed middle managers to oversee production and sales
and then report back to the owners.

These new white-collar workers earned steady incomes and enjoyed free
time. They bought nice clothing, went to the theater, and had time to read
novels. Their wives played “lawn tennis.” Their children had ice cream to

By the late 1800s, a wide divide
existed between the wealthiest
and the poorest Americans. This
editorial cartoon conveys the
situation by showing rich and fat
industrialists riding a raft that is
resting on the backs of workers.

White-collar workers are people who
perfarm jobs that do not require
manual labor and who are expected
to dress somewhat formally.




eat, toys to play with, and parties to celebrate their birthdays.
For these families, big business brought new levels of comfort
and entertainment.

But big business brought grinding poverty to others. People
sweated and labored in factories for long hours and low wages.
They had nowhere to turn if they were laid off or were injured
on the job. Small entrepreneurs, unable to compete with large

monopolies, were forced out of markets. By 1880, workers
scraping to get by had had enough. They resented the power
and wealth enjoyed by the big industrialists. They focused
their anger on the fact that industry enjoyed enormous pro-
tection by the government through a law called a tariff.
Tariffs were essentially taxes on imports, or foreign
products coming into America. No matter how cheaply
a product could be produced outside the United States,
the addition of tariff fees to their selling costs made them
more expensive than American goods. Tariffs limited the
_ ﬂ amount of foreign goods that were imported and that
“ might compete with American products. With foreign
i competition restricted, the leaders in American manufac-
turing could work together to set whatever prices they wished
within an industry.
Workers, who felt pinched in the post-Civil War economy,
resented the fact that tariffs kept prices artificially high within
the United States. It seemed unfair that the government enacted
laws to ensure that thriving businesses made huge profits while
workers scraped by on pennies. To add insult to injury, some
of the wealthiest industrialists, such as John D. Rockefeller
and Cornelius “Commodore” Vanderbilt, lived in mansions in
New York City and vacationed in their 70-room “cottages” in
Newport, Rhode Island.
No one really knew what to do about the great divide
between huge fortunes and great poverty. When the Founding
Fathers had written the Constitution, no one foresaw such
extremes of wealth. Many people felt that the government had
to do something to stop industrialists from joining together to
set prices that made them so rich. Others pointed out that the
Constitution gave the federal government no power to break
combinations of businessmen.
These two drawings attempted The Constitution did give Congress the power to regulate tariffs. So,
to influence Americans about beginning in the 1880s, Americans who resented the rise of big business
the difference between a low demanded that Congress lower the tariffs that kept foreign products out
tariff (TOP) and a'hig-h tariff' of the country. Foreign competition, they thought, would break the
(ABOVE). The family in the first ? ! :
illustration i large, well-to-do, monopolies American businessmen us_ed to control the economy.
and comfortable. The family in For the rest of the 19th century, tariffs were the central issue in
the second illustration is trying American politics. Debates over tariffs were really fights over whether
to pay bills in the dark. the government should protect business or workers when it developed



economic policy. Republican congressmen backed high tariffs. They
insisted that supporting business would guarantee a healthy economy,
and workers had a better chance of finding jobs in a strong economy.
Democratic congressmen wanted to lower the tariff. They insisted that
competition and lower prices gave average people greater opportunity to
buy goods and services.

Republicans had adopted the nation’s system of extensive tariffs in 1861
to develop new businesses and to raise money to pay for the Civil War.
From 1861 to 1875, Republicans controlled every branch of the national
government. Defending tariffs became an important part of the party’s
platform. In 1875, however, Democrats took control of the House of
Representatives, and Republicans got nervous. They focused all their energy
on staying in power so they could keep the tariffs high. They insisted that,
if elected, Democrats would destroy the economy by lowering tariffs.

Then, in March 1913, Democrat Woodrow Wilson was sworn in as
president. He supported tariff reform, and he worked with a Democratic
Congress to lower the tariffs. They established taxes to generate revenue
for the government instead. The fight over the government’s role in the
economy switched from tariffs to taxes.

Few Americans today remember why tariffs were so important in the
late 19th century. But to people who lived after the Civil War, tariffs were
at the very heart of the issues raised by the new era of industry and the
captains of industry who benefited from it. Tariffs symbolized a much
larger struggle between rich and poor, employers and workers, capital
and labor in the rapidly expanding American economy.

Heather Cox Richardson is a professor of history at Boston College and the consulting editor for this issue.

A rescue dog brings a tariff reform
bill to the aid of “Labor” (the

man stuck in the snow) in this
illustration about tariff relief in
the late 1800s. Grover Cleveland
(portrayed as the monk) was the
first Democratic president to

be elected after the Civil War,

and he supported lowering the
Republicans’ protective tariffs.
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he 19th century’s captains of industry crime. It involves buying or selling securities
N I were ruthless in their business dealings. based on confidential, nonpublic information.
Some built fortunes by bribery and fraud. Other actions can trigger civil lawsuits. In
Others manipulated markets. And almost 2001, Microsoft agreed to settle an anti-trust
all aimed to cut out unwanted competition. lawsuit. The federal government and several
No wonder critics called them “robber barons”! states had claimed that the company unfairly
Bad behavior in big business still happens today. stifled competition.
. Ultimately, such conduct can hurt all of us. “About 90 percent of the time, the law tracks
Some unethical actions are outright illegal. really well with what’s ethical and what’s not,”
Former stockbroker Bernie Madoff is serving notes business professor Robert Prentice at the
n  a150-year prison sentence. He pled guilty to University of Texas at Austin. But what about
Ry g stealing $17.5 billion from thousands of people. behavior that is legal but seems morally wrong?
& 2 Securities fraud has landed other business leaders Goldman Sachs aroused public anger in 2013, |
e in jail. It is illegal to conspire to make stock seem One of its companies had trucks repeatedly
. “y  more valuable than it is. Insider trading is also a move tons of aluminum from one warehouse to
S
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another. The New
York Times reported
that the “shuffle of
aluminum” made
millions of dol-
lars. It exploited
loopholes in pric-
ing rules. The
arrangement also
artificially restricted
the market supply,
which could raise
prices. The scheme
may not have bro-
ken criminal laws.
But, says Harvard
business professor
Sandra Sucher, “It is
morally wrong.”
Another example
comes from the
lead-up to America’s
2008 financial cri-
sis. Large financial
companies bundled

many bad debts together. Then they sold interests However, foreign working conditions can be
in them. Buyers didn’t understand the risks, but dangerous. In April 2013, hundreds of people
the sellers made money. When buyers finally died when a Bangladesh factory collapsed. Its
realized they held worthless debt, the stock market workers made clothes for major American and
fell sharply. Many Americans lost their savings European companies. VA)
and investments. “[The American business owners] don’t own TL?{'- :
Afterward, the U.S. Treasury Department and the factories, and the employees in them don’t ney,
Federal Reserve Bank loaned billions of dollars to work for [the business owners]. Does that mean M_.]?ﬁ
keep large banks going. Then, as if adding insult they have no responsibility for the conditions }-_ {f‘
to injury, several bailed-out companies gave huge under which the clothes are made?” asks Sucher. @\
bonuses to their executives. While the financial Also, think about doing business in a country U
leaders did not technically break laws, their where bribery is routine. A company
focus only on making a profit created the recent wants to compete effectively. Yet, e e
Great Recession. under U.S. law, says Prentice, stocks, bonds,
Global trade complicates matters. Many compa- “you can’t pay bribes to get a :ﬁ:ﬂﬁgﬁ'ﬁther
nies have goods made overseas. The products cost business advantage.” investments.
less because of lower wages and less government Good people want to do the right Leapholes are ways of
regulation in certain foreign countries. As a result, thing, says Prentice. “But it’s harder Z::":g‘ﬁ:cf;?:g”:‘y
the practice boosts business profits and keeps con- to do than you think in situations  yague wording in a law

sumer prices low. where you're trying to please the or contract,
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boss.” Business leaders face multiple responsibili-
ties. Ideally, they obey laws and do what’s good
for society. At the same time, they must compete
effectively and make a profit. After all, corporate
leaders also have duties to shareholders.

“An ethical decision that ends up putting a
company out of business is not good, since it
does not respect the responsibilities that business
people have to build sustainable organizations,”
says Sucher. Ethics “shouldn’t be viewed in the
abstract, as if managers don’t have other respon-
sibilities as well.

“Ethical considerations are part of business
decision-making,” stresses Sucher. Business
leaders should consider several questions: Are
they comfortable with the consequences of their
actions? Are they fulfilling commitments and
duties owed by them and their businesses? Are
they respecting others’ rights? Are they respecting
community norms?

“Finding people or organizations that are all
good or all bad is also not that easy,” adds Sucher.

Community norms
are behaviors a
society expects
based on its values.
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Indeed, “some businesses and businesspeople do
an enormous amount of good.”

In 1998, for example, a BusinessWeek writer
called Microsoft chairman Bill Gates a robber
baron. At that time, the government’s anti-trust
case against the company was pending. By 2006,
Gates and his wife’s philanthropy earned them hon-
ors as two of Time magazine’s “people of the year.”
The Bill and Melinda Gates Foundation promotes
education and fights deadly disease worldwide.

In any case, says Prentice, the way people do
business matters. “Unethical activity undermines
trust. If people are acting unethically in a commer-
cial realm, then nobody trusts anybody else.”

Trust affects a company’s reputation and cus-
tomer loyalty. Plus, says Prentice, “Trust is the key
thing that helps countries be prosperous.”

In 10 years or so, you'll probably start working
and making your own business decisions. What
choices will you make? To learn more, watch the
videos at Ethics Unwrapped, ethicsunwrapped
.utexas.edu.

Bill Gates is considered a modern captain
of industry in the technology world.
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0 ne of the worst scandals in big business
occurred more than 150 years ago. At first, the
U.S. government had a laissez faire policy toward
business. The belief was that business would grow
best if left alone by the politicians and government.
In reality, however, big business and government were
linked closely and engaged in questionable deals.
The U.S. Senate included many wealthy businessmen.
Many big companies received special treatment from
government officials. In return, officials profited
through loans, tax breaks, and land grants.

Then came the Credit Mobilier of America scan-
dal. In the mid-1860s, the Union Pacific Railroad
was hired by the U.S. government to build part of
a transcontinental railroad from Omaha, Nebraska,
to San Francisco, California. When Union Pacific
got into financial trouble, its directors created a
sham construction company named Credit Mobilier.
Union Pacific executives used government bonds to

O
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Laissez faire is an
economic policy that
opposes government
regulation or
interference in a free
enterprise system.

pay this newly created company
(which they controlled) for mate-
rials and labor, thereby keeping
profits for themselves.

The scandal worsened. Hoping
to block an investigation, Massa-
chusetts representative and Union
Pacific director Oakes Ames began selling Credit
Mobilier stock at a discounted price to his fellow
congressmen. He made huge profits for his political
friends and himself. Questions began to be raised. It
did not seem proper for congressmen to own shares
in a company they were supposed to be regulating.

A newspaper article in 1872 finally revealed
the extent of the corruption in the scandal. While
Americans were shocked, the actions of the officials
technically were not illegal. But government regula-
tion of big business would be a major issue in the
20th century.

Sham describes
something false that is
claimed to be genuine.



C_'.an you solve this crossword puzzle about the people who
el were, are, or were connected to America’s business leaders?
All the clues are taken from this issue. Answers are on page 48.

ACROSS
2. Henry Morrison 's lasting contribution

POWN
1.

Cornelius “Commodore” made

was a railway that connected Florida’s keys
to the mainland.

his fortune by investing in methods of
transportation.

4. Andrew was known as the “Steel 3. Charles started a profitable flour-
King." milling business.
7. Steve ’ pivotal role as head of Apple, 5. John D. struck it rich with oil.
Inc., earned him captain-of-industry status. 6. Along with his partner, Jim Fisk, Jay 'S
8. Gustavus became a leader in the attempt to corner the gold market in 1869
meatpacking industry. resulted in a national financial panic.
9. Marshall built an empire with his 8. Leland supported the Central
department stores. Pacific Railway, which built the western
10. J.P. made a fortune in banking and portion of the first transcontinental
arranging financial deals. railroad.
13. Ida M. ’s investigative journalism 11. Modern-day captains of industry, such as

Bill , have made vast fortunes in =
the field of information technology. 3

- Richard began a mail-order

We're on
the road to
success.

business that helped rural familie:
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impressions around the world. Take a look.

-Mﬁei' the Medici

When we think of Florence, Italy, in the 15th century, one family quickly
comes to mind. The Medici controlled the banking industry, supported
the arts and humanities, and saw three family members become Catholic
popes. Although technically not royalty, the Medici family ruled Florence
as if they were. They also transformed their city into the cultural center
of Europe. Thanks to the support of the Medici, artists such as Donatello,
Botticelli, da Vinci, and Michelangelo produced some of their greatest
masterpieces. A daughter, Catherine, married the French king Henry II.
Three of her sons ruled France. After controlling Florence for almost three
centuries, the last member of the Medici family died in 1737 without any
heirs. This ended their dynasty but not their legacy.

40

POWERFUL Families

Strong individuals who established powerful families wielded

enormous political and financial power and made lasting



The Onassis Dynasty

Greek tycoon Aristotle Onassis was born
in present-day Turkey in 1906. He started
small by working as a telephone engineer.
By eavesdropping on business calls, he was
able to set up business deals of his own and
quickly made money. After going into the
cigarette manufacturing business, he realized
that shipping tobacco was more lucrative.
He then focused on a shipping empire and

' became a millionaire. Onassis was also known

for the famous women in his life, including the

~ opera singer Maria Callas and President John F.
Kennedy’s widow, Jacqueline Kennedy, whom

_ he married in 1968. Onassis died in 1975, but

is famlly tegacy has contmued through his

'Jizv&f[mg with

the Rothschilds

The Rothschild dynasty traces its origins to the
birth of Mayer Amschel Rothschild in Frankfurt,

- Germany, in 1744. Rothschild built an international
banking and financial dynasty with his five sons. He

kept the fortune in the family by carefully arranging

‘marriages between close relatives, Several branches

of the family were raised to Austrian and British
nobility. The Rothschilds often issued loans and
bonds to governments and even helped the Bank
of England avoid a financial crisis in 1825. During
the 19th century, the Rothschilds were the richest
business family in the world. As the family grew,
however, its wealth became divided among all
the members. Today, the Rothschild name is still
familiar in finance, mining, and energy companies.

41



42

Perfect{Day)

As | step into the water,

trout dart everywhere to get as far from me as possible.
My fly floats down the river,

on top of the water,

The fish glare at it uncertainly,

not knowing whether it is real or perhaps a fisherman's trap.
Then the line goes taut—

there is a fish on the opposite end,

Back and forth he swims,

growing weaker and weaker with each stroke of his body.
His once spastic nature turns slow

and the tip of the rod has less and less resistance.
Slowly,

I reel him in.

His rainbow body

is slick with mucus,

Every time his scales catch the light,

the reflection blinds me.

I'struggle to keep hold of this amazing creature

whose eyes show nothing but fear.

I look at this trout, my trophy.

This fish,

my fish that has outwitted 50 many anglers,

is a fish that deserves more than to be on my plate.
So,
I set him in the water,
and watch him swim away so another can be as lucky as me.

Shelby ply
Rolla, Missouri

Would you ever feel so happy in your life?
To watch the world be?

To watch it take off and _soar?kasaﬂa_ A8

Rolla, Missouri




Ashley, age 10
New York, New York

Theodore Roosevelt w_ |
The Battle of Midway
America the Beautiful

Write to us! Draw a picture or write a poem or short essay
that connects to one of the above COBBLESTONE themes
on which we currently are working. All contributions
must be your own, original work. Include your name
and address, and a note from a parent, guardian, or
teacher acknowledging the originality of your work.
We will include as many as we can in the upcoming
issue to which your work relates.



- from a parent or guardian that confirms
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| We're looking for a funny caption for
this photo. Send your idea to: Just for
| Fun, COBBLESTONE, 30 Grove Street,
Peterborough, NH 03458. Include a letter

it is your original work and that we have
' permission to publish it. Send your name and
' address, too. If your caption is chosen, we'll

' send you a copy of the issue in which

it appears.

I’ ] Shou
that chicken!

1 love cruise
control. It's so

simple even a dog

¢an drive!

Sharon Cooper
San Mateo, California

November/December
Winners!
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“JOIN US ON
facebook

www.facebook.com/Cobblestone.Publishing



his month’s mystery hero was an impressive
guiding force. He convinced a captain of
industry’s son to use his family’s enormous

wealth to create a lasting legacy for Americans.

Our hero was born in Richmond, Virginia, in
1869, four years after the Civil War ended. Virginia
had been the site of many battles during the four-
year war, and the state endured a lot of death and
destruction. Richmond, the former capital of the
Confederacy, was in ruin. Our hero’s father had
served as a captain in the Confederate army and
had been wounded.

When he was almost two, our hero's family
moved to Norwood, near the Blue Ridge Mountains.
His mother was a major influence in his early years.
She was religious and active in the local Episcopal
church. Our hero was fortunate because his family
knew that education was the key to a better life for
their son. He attended a private school until the
area’s first public school opened. Our young hero
worked at home and in school. He started college at
age 16 and then earned his divinity degree by age 24.

As an ordained Episcopalian priest, his career
eventually took him to Williamsburg, Virginia. The
small town had once been the capital of the Virginia
colony. Our hero wanted to restore Williamsburg
to its colonial glory days. But he needed huge sums
of money to achieve that goal. He turned to John D.
Rockefeller, Jr. In the late 1920s, our hero convinced
the son of the oil baron that the project was histori-
cally important for the entire country.

Our mystery hero's vision and determination,
combined with Rockefeller’s riches, resulted in a
restored Colonial Williamsburg, a place that brings
colonial history to life. Today, this remarkable person
is known as the “Father of Colonial Williamsburg.”
Can you name him? Answer on page 48.
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ra arnegie Scienc e Andy
m. A visit to these museums shows how one man'’s vision

* and investment can have a lasting positive impact. Check them out at
‘Www.carnegiemuseums.org.
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he original robber barons

were cruel leaders of the

noble clags in medieval
Europe. These feudal lords
established unfair tolls that
demanded or took payment
from travelers whose journey
passed through their lands.
Author Matthew Josephson
reintroduced the term in 1934
to refer to the Americans who
made enormous fortunes in
the 19th century.

Answers to Name That Self-Made Man from page 26: A. Charles Pillsbury, B. Richard Sears,
C. Gustavus Swift, D, Marshall Field, E. Henry Morrison Flagler, F. Leland Stanford

Answer to Dr. D's Mystery Hero from page 45: The Reverend Dr. William Archer Rutherfoord (W.A.R.) Goodwin

Picture Credits: Library of Congress: 2 [cartoon), 4, 6, 7, 8, 9 (top), 10 (Carnegie}, 11 (bottom), 12 (top), 13 (inset],
15 (both), 17, 18 (Rockefellers), 1819 (bottom), 20 (top), 22, 23, 28 (Morgan), 28-29 (bottom), 30 (inset], 31,32 (both),
13,37 {top), 45, 48; Shutterstock.com: 2 (backg d), 5, 9 (bottom), 10 {background), 11-13 (border), 16, 18-21

(background), 21 (inset), 26-27, 28-30 (background), 34-36 (all}, 37 (background), 38-39, 44 (both), 46, back cover;
Nerth Wind Picture Archives: 14; courtesy Dennis Denenberg: 45 (inset). ePals Media has made every effort to trace the
copyrights of these images.
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f all the creatures in the animal king-
dom, the fox seems most similar to
America’s captains of industry. Think of the
adjectives that are used to describe this ani-
mal: resourceful, clever, cunning, adaptable.
Red foxes can be found in a wide range of
habitats—from forests to mountains to
deserts. Their typical diet is small rodents
and birds, but they'll eat anything that
humans eat. Their young are called kits,
and a litter usually consists of between
four and six kits. The red fox's long tail

is its most distinguishing feature. The tail
is longer than half the length of the head
and body together. Red foxes have been
so successful in adapting to a variety of

environments that they are considered
a pest in some places.




