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The Paradox of the Gilded Age

Mark Guglielmo and Werner Troesken



The Gilded Age was fraught with paradox.  On the one hand, it was a period of economic centralization and integration; on the other hand, it was a period of social fragmentation and isolation.  The forces driving centralization and integration were powerful and manifold, including the rise of national stock and financial markets, a modern rail system, and the emergence of large, nationwide industrial enterprises known as trusts.  The forces driving fragmentation and isolation were the same as those that drove centralization and integration.  In particular, as new modes of transportation and economic organization linked producers and consumers as far as away as Maine and Southern California, many farmers, artisans, and small-time manufacturers were displaced by anonymous producers in some far away place.  The people that felt squeezed by industrialization and market integration did not go down without fight.  On the contrary, their anger and frustration with processes beyond their immediate control spilled over into the political arena, and in the short run reshaped electoral politics and in the longer run altered the country’s ideological and regulatory framework.


This paradox—this inevitable conflict between economic integration and social anomie, between the rise of big business and the ruination of smaller enterprises—runs through most of the major regulatory and legislative changes of the late nineteenth century.  For example, the Sherman Antitrust Act of 1890, the country’s first federal antitrust statute, grew out of a battle between Standard Oil and small oil refiners who were unable to adopt the nationwide distribution techniques employed by Standard and other large oil companies.  Similarly, the move to subject all meat shipped across state lines to federal inspection stemmed from a conflict between the Meat-Packing Trust and small town butchers who could not compete with the low-cost production techniques of the large meat packers.  More broadly, one can observe the workings of the paradox in various social protest movements including agrarian agitation and the Social Gospel Movement.  As explained in greater detail below, in each of these movements one finds groups disaffected by economic change seeking institutional remedies.

The Sherman Antitrust Act:  Origins and Effects
The Origins of Antitrust


Passed in 1890, the Sherman Antitrust Act was the Nation’s first federal antitrust law.  

In its essential features, the antitrust act declared combinations in restraint of trade to be illegal; authorized individuals damaged by monopolistic combinations to sue for treble damages; and allowed violators to incur a fine up to $5,000 and a prison term up to one year (Grandy 1993; and Thorelli 1955, pp. 194-203).  Historians have traditionally interpreted the Sherman Act as a genuine effort to reign in the power large industrial combinations and to bring consumers lower prices (Bork 1966; Letwin 1965; and Thorelli 1955).  This traditional interpretation is only half right: the act was indeed designed to undermine the economic position of large businesses, but it was not intended to bring consumers lower prices.  On the contrary, the act was designed to protect small, inefficient (high-price) producers from their larger and low-price competitors (DiLorenzo 1985; DiLorenzo and High 1988).

Evidence of small business support for antitrust is especially clear in the oil-refining industry.  Over the course of the late nineteenth century, John D. Rockefeller’s notorious Standard Oil Company came to dominate the country’s oil-refining industry.  Between 1870 and 1880, Standard’s share of industry capacity rose from around 10 percent to more than 90 percent.  Between 1880 and 1900 Standard controlled between 70 and 95 percent of the industry’s oil-refining capacity, though its share of capacity fell steadily after 1890.  In terms of market share, around 1900, Standard sold 40 percent of the country’s lubricating oil; 50 percent of petroleum-based waxes; and 85 percent of fuel oil and gasoline (Williamsom and Andreano 1962).


The rise of Standard Oil was associated with sharp reductions in the price of refined oil:  the real price of refined oil fell by nearly 80 percent between 1860 and 1893.  The sources of this decline were threefold.  First, production of crude oil, the primary input in oil refining, grew dramatically during this period and this drove down the price of crude oil, which also fell sharply over this period.  Second, increases in consumer demand for refined oil, particularly lighting oil, enabled refiners to expand output and exploit economies of scale.  Third, innovations in transportation during the 1870s and early-1880s reduced the cost of  shipping oil.  In particular, pipelines that ran from oil wells to railheads reduced the cost of shipping crude oil, and tank cars reduced the cost of shipping refined oil via the railroads (Williamson and Daum 1959; Chandler 1977, pp. 323-29).


Given their connection to Sherman and the origins of antitrust, it is useful to specify why tank cars and pipelines represented such an improvement over barrels and other modes of shipment.  Before the introduction of pipelines, crude oil had to be transported from the wells to the railroad in barrels carried by teams of horses.  As the oil industry developed, pipelines were built linking oil drilling centers in rural Pennsylvania and Ohio to refining centers in urban areas like Cleveland and Pittsburgh.  This allowed refiners to bypass the railroads entirely in the movement of crude oil (Williamsom and Daum 1959; Troesken 2002).


As for the introduction of tank cars, prior to their introduction, to ship refined oil to retail centers it had to be shipped in barrels.  Barrels were inferior to tank cars on many margins.  Barrels leaked and allowed much of the oil to evaporate; tank cars allowed roughly 50 percent less oil to evaporate.  Barrels had to be repaired and replaced constantly, which meant refiners typically had to hire a team of coopers to maintain an adequate stock of barrels; tank cars required much less maintenance.  Barrels were costly to load and unload from railroad cars; tank cars were not.  When shipping oil in barrels, there was a significant risk of accidental explosion; tank cars reduced that risk.  In addition, because tank cars reduced the likelihood of accidental explosions and fires during transport, and because tank cars required much less handling by railroad workers—the responsibility for unloading barrels typically fell on the railroad, not the refiner—railroads offered  refiners who shipped their oil in refiner-owned tank cars significant rate reductions relative to those who continued to use barrels (Williamsom and Daum 1959, pp. 106-07; 178-80; and 528-31; and Troesken 2002).


Standard Oil aggressively pursued low-cost production and transportation techniques, including tank cars.  By 1889, Standard owned more than 50 percent of all tank cars then in use; owned and operated large pipelines to transport crude; and possessed relatively large and efficient refineries (Chandler 323-26; Williamsom and Daum 1959; and Troesken 2002).  The efforts of Standard to adopt low-cost production and distribution methods played a central role in Standard’s rise to market dominance.  Innovation alone, however, might not account for all of Standard’s success.  Rivals claimed that Standard dominated the late-nineteenth-century refining industry because it pursued anticompetitive strategies, including the use of predatory pricing and vertical restraints to forestall entry (Thorelli 1955, pp. 135-86; Granitz and Klein 1996; and Tarbell 1904).  Having offered this caveat, Chandler (1977, pp. 323-26 ), McGee (1958), and Telser (1978 and 1987) all raise serious questions about the reliability of these charges.  McGee, in particular, presents documentary evidence that claims about predatory pricing are incorrect, and economic logic to suggest that even if it had, it probably would have been ineffective.


As Standard and other efficient refiners adopted new distribution techniques, small oil refiners who were not so savvy in terms of adopting new technologies found themselves at a competitive disadvantage and were gradually forced out business.  Consider the margin between the price of refined oil and the price of crude oil, which fell sharply between 1870 and 1900.  Because crude oil is the primary input producing refined oil, the margin provides a rough indicator of the efficiency of the least productive oil refineries.  When the margin was large, even relatively inefficient refineries were able to stay in business because they could waste large amounts of crude oil and charge enough for refined oil to cover such waste.  But as the margin fell and the price of refined oil and crude oil converged, the ability to make such mistakes shrank and there was less room to pass along mistakes to consumers in the form of higher prices for refined oil.  Before Standard ascended to market dominance, the margin between refined oil and crude oil was very large, around sixty dollars per barrel.  This left plenty of room for small, inefficient refineries to allow crude and refined oil to evaporate away in barrels.  But as Standard Oil grew and imposed more advanced technologies on the industry, the margin fell sharply, and by the late 1890s, hovered around six dollars per barrel, one-tenth the level observed thirty years earlier.  This new and improved oil industry left little room for inefficient firms unable to the adopt low-cost production and distribution techniques that economized on evaporation and other forms of waste (Chandler 1977, pp. 323-29; and Troesken 2002).


Unable to compete head-on with Standard and other large refiners, the small oil refiners turned to the market for political favors and enlisted the support of a powerful ally: Senator John Sherman of Ohio.  Senator Sherman, brother of William Tecumsah Sherman, was the longest serving member of the U.S. Senate.  During the late 1880s, Sherman received numerous letters from small oil companies requesting that he take action against Standard Oil.  These small oil companies lamented the fact that Standard Oil, as well as other large refiners, often received rebates from the railroads.  Large oil companies received these rebates ostensibly because they shipped their oil via tank cars instead of barrels, as noted above.  Small oil companies who continued to ship their oil in barrels objected to these reduced rates, claiming that they gave large refineries an unfair advantage.  Although small oil companies eventually lobbied John Sherman to prohibit rebates for tank cars, these companies first used state legislatures and state courts.  In 1878 and 1879, small oil companies in western Pennsylvania brought suits against Standard Oil and the Pennsylvania Railroad, claiming that the railroad and Standard conspired against them.  These legal suits failed to bring an end to the rebates, as did later efforts to get the Interstate Commerce Commission to order the railroads to cease granting rebates (Troesken 2002).


The small oil companies writing Sherman asked that the Senator introduce legislation to prohibit rebates for tank cars.  One letter, from the Great Western Oil Works, even provided Sherman with the precise language they wanted the proposed law to take.  Sherman responded by introducing the law, and by repeating verbatim, the words used by the Great Western Oil Works.  As requested, the bill was in the form of an amendment to the Interstate Commerce Act of 1887, and it stated that it “shall be unlawful for any” railroad to grant special reduced rates for shippers using tank or cylinder cars to transport their wares (Troesken 2002).  


Not all independent oil companies, however, supported the anti-tank car bill.  In particular, W.C. Warner, the secretary of the National Oil Company of Titusville, Pennsylvania, opposed the bill.  According to Warner, Standard was not the only oil refiner that used tank cars to receive favorable railroad rates.  Warner claimed that of the 8,000 tank cars in use in 1889, 1,700 were owned by the railroads; 4,200 were owned by Standard; and 2,100 were owned by independents with no affiliation to Standard.  Consequently, by outlawing rebates to all users of tank cars, Sherman’s proposed measure would have undermined the competitive position of the independent oil companies who used tank cars, as well as Standard Oil.  Moreover, because Sherman’s bill outlawed rebates for tank cars in all industries (not just oil), the bill promised to increase the price of other commodities as well.  Warner explained:  “Very many other fluid commodities are now also carried in tank cars.  We used to get all of our sulphuric acid in glass carboys.  If a law were passed saying we must pay the same rate in tank cars as in carboys, it would increase the cost nearly 50 percent.”  For these reasons, Warner argued, Sherman’s anti-tank car bill was “a boomerang club thrown at the Standard Oil Trust by a reckless and thoughtless hand,” a club that would “knock out innocent independent refiners and lose its force before reaching the object at hand (Troesken 2002).”  


In congressional debates over the anti-tank car bill, several senators argued that tank car rebates were based on economic efficiency and ultimately brought consumers lower prices.  Senator Gray, a Democrat and an outspoken advocate of free trade, argued that tank cars offered “great economy in the distribution” of oil.  Similarly, Senator Cullom, while he denied wanting to defend Standard Oil, argued that if the antitank car bill was passed “the result would be inevitably that the price of oil to the people of this country, the consumers, would be increased instead of reduced.  More willing to publicly defend Standard Oil, Senator Call maintained: “The Standard Oil Company has certainly reduced the price of oil to the people of this country, and in consideration of this subject specially directed towards oil and its transportation this fact should have weight and influence.”  At one point during the debate, Senator Reagan of Texas argued, “I do not think there is any human being on earth who will contradict or take issue with the” claim that tank cars reduced the costs of transporting oil (Troesken 2002). 


Sherman countered these arguments, arguing that the legislation would preserve competition by keeping Standard’s smaller competitors alive:  “All this [legislation] is designed to do is to guard against the monopoly which, under the ordinary course of business, the oil-transporting companies with their tank cars will have over the others.”  Sherman pleaded:  “All that is asked by these people, most of whom are struggling now for their existence, is that their oil...shall be carried at the same rate per gallon in the barrels...as the Standard Oil and other companies.”  But despite this plea the anti-tank car bill was defeated.  Following the defeat of the bill, three small oil companies wrote Sherman thanking him for introducing the bill and encouraging him to continue his efforts against Standard Oil.  When Sherman discovered that he would probably never secure passage of his anti-tank car bill, he turned his efforts to antitrust legislation.  The ultimate result of these efforts was the Sherman Antitrust Act of 1890.  As described by one small producer who had been driven out of business by Standard Oil, the Sherman Act as “one of the best laws ever written (Troesken 2002).”

State and Federal Antitrust Enforcement


It is easy to be pessimistic about the fate of small oil refiners in particular and small businesses in general.  Their efforts to secure a federal anti-tank car law were unsuccessful, and while they did manage to secure passage of the Sherman Antitrust Act, all of the available evidence suggests that the subsequent enforcement of the Sherman Act failed to slow the growth of the trusts.  Comparing market concentration in Britain (which had no antitrust laws) and the United States, Stigler (1985) argues that the Sherman Act has had no discernible impact on market structure.  Burns (1977) shows that the dissolution of Standard Oil and American Tobacco in 1911 failed to reduce firm profitability.  Binder (1988) shows that the break up of railroad cartels in 1897 failed to reduce firm profitability or consumer prices.  Bittlingmayer (1985) even argues that the Sherman Act might have hastened the rise of large business enterprises by discouraging less formal modes of combination such as cartels.  About the only area where the Sherman Act appears to have had any noticeable effect was labor law:  early enforcement of the act resulted in the dissolution of some labor unions.


Initially, state antitrust enforcement appears to have been much more effective than federal enforcement, or that at least is how it was perceived by the large industrial combinations that were subject to both state and federal laws.  For example, early state-level decisions against the Whiskey Trust, the Chicago Gas Trust, and the Sugar Trust during the 1880s and early 1890s all induced large reductions in the stock market value of these combinations.  Sometimes these reductions in market value were as large as 50 percent, suggesting that investors believed that state antitrust enforcement would dramatically reduce the profitability of these enterprises.  This stands in stark contrast to passage of the Sherman Antitrust Act, which had little impact on the stock market’s valuation of trust-related enterprises.  Moreover if one compares the text of state and federal antitrust statutes it is clear that state laws were much harsher and more aggressive in defining illegal actions than was the Sherman Act.  These comparisons have prompted some observers to suggest that large enterprises might have even welcomed the Sherman Act because they saw federal legislation as a means of undercutting state antitrust enforcement (Troesken 1995; and Troesken 2000). 

Interpretation

While Standard Oil and other large oil refining businesses grew rich by adopting new distribution technologies and fully exploiting the development of the railroads, smaller oil companies found themselves at a competitive disadvantage and saw their fortunes dwindle.  The oil companies who were displaced by tank cars and pipelines lobbied Senator Sherman to pass legislation that would have thwarted the use of these new technologies and generally slowed the position of Standard Oil and other large industrial trusts.  In this way the evolution of the oil industry illustrates how technological change and innovation made some rich and others poor; and it shows how those harmed by change turned to politics in an effort to minimize their losses.


Who won the political battles wrought by innovation and technological change in the oil industry?  If one looks solely at federal regulation, it appears that Rockefeller did.  The antitank car law, which was clearly aimed at Standard Oil, was defeated and the Sherman Antitrust Act was at best a pyrrhic victory for small oil companies.  In the long run, the act little effect, if any, on the operation of the oil industry.  If one looks at state regulation small enterprises appear to have had more success.  At least initially market observers and the popular press believed that state antitrust laws and regulations posed a much more serious threat to Standard Oil and other large industrial combinations than did the Sherman Act.  Having said this, it is also clear that over the long haul state regulations were as ineffective as the Sherman Act in reigning in the power of trusts like Standard Oil.


The impotence of antitrust regulation, both federal and state, seems to support the idea that during the Gilded Age the interests of a narrow set of wealthy individuals (e.g., John D. Rockefeller) trumped the interests of broader social groups (e.g., small oil refiners).  To the extent that one equates the interests of small businesses with broader societal interests this is certainly true.  But it is not at all clear that one should define “broader societal interests” so narrowly.  The rise of Standard Oil, for example, might have harmed small oil refiners but it was boon to consumers who saw the price of refined oil and kerosene plummet.  Before 1890, more than 90 percent of the American populace used oil for lighting (Lebergott 1993).

Other Areas of Regulation

State and Federal Meat-Inspection

The general patterns observed in the history of state and federal antitrust regulation hold true of other areas of industrial regulation.  Consider, for example, the case of state and federal meat inspection.  During 1880s and 1890s, many states began passing meat-inspection laws.  These laws were passed at the behest of local butchers who were being undercut by the large Chicago meat packers.  More precisely, the development of refrigerated railroad cars allowed for the centralized, large-scale slaughtering of  livestock in Chicago and for shipments to local markets in the U.S. and for international export. This gave the large meatpackers economies of scale that local butchers could not match. Further, since unsaleable parts of the animal need not be shipped, shipping dressed beef in refrigerated cars saved processors 35 percent on freight costs compared with the shipment of live cattle (McCurdy, 1978, p. 643). Shipping dressed beef also allowed the large meatpackers to avoid weight losses of ten to fifteen percent and injuries from crowding that resulted from the shipment of live cattle (Libecap, 1992, 246-247).

Faced with this severe competition, a national organization of small, local meatpackers, the Butcher’s Protective Association, had been created to seek relief in state legislatures. They proposed a statute prohibiting the sale of dressed beef, mutton or pork unless it had been inspected by state officials 24 hours prior to slaughter. Such a law would have effectively shut out the large Chicago meatpackers from all but the Chicago market. In 1889, the state legislatures of Minnesota, Indiana, and Colorado adopted this law, and about twenty other states were considering adoption. Faced with an immediate, sharp erosion in the size of their market, the large shippers of dressed beef immediately challenged the law in the Supreme Court in Minnesota v. Barber (136 U.S. 313, 1890). 

The facts of this case appeared to strongly favor the state legislatures. All previous case law had supported the rights of states to inspect, even if it put out-of-state producers at a disadvantage, and the scientific evidence showed that it was impossible to tell by the inspection of fresh meat whether it had come from diseased livestock. In conceding these facts, the defendant, an agent for Armour, argued that the law should be overturned nonetheless because if a state could prohibit interstate commerce in beef unless the livestock were first inspected, it could prohibit interstate commerce in fish unless they were first inspected when caught. The end result would be that “there is no product of the agriculture or manufacture of other States that this State may not thus exclude; [and] none of this state that every other may not exclude” (McCurdy, 1978, p. 646). The defendant also argued that fresh meats had never been inspected before slaughter in Minnesota prior to April 1889, that death or injury from exposure to diseased meat had always been rare, and that the purpose of the law must have been therefore “to protect the competitive position of local butchers rather than to promote public health (McCurdy, 1978, p. 646).” The Supreme Court agreed.

Thus, if the legitimate concerns of public health were to be met, an alternative to state inspection had to be found, notably federal inspection. Just two weeks prior to the Supreme Court’s Barber decision, a bill had been reported to the U.S. Senate calling for federal inspection of meat products destined for export but looking to the states for inspection to protect American consumers. In response to the Barber decision, Congress amended this bill to provide for the inspection of all U.S. meat products intended for either international or interstate trade. The Meat Inspection Act of 1891, which created the Federal Meat Inspection Service, was the first time that federal government was “called upon to certify food quality.”

According to Libecap (1992), however, concerns over the safety of meat, and dressed meat in particular, were largely spurious. Large meatpackers, who had made substantial investments in stockyards, centralized slaughterhouses, refrigeration cars, and wholesale distributors of refrigerated meat, had every incentive to maintain high quality to ensure consumer acceptance of their products. Because the typical consumer purchase of meat products was small but frequent, the large meatpackers had little to gain but much to lose from cheating their customers by providing substandard products. Local producers, however, squeezed by their more efficient if distant competitors, had every incentive to attempt to cast doubt in the public mind on the quality of refrigerated meats by taking advantage of the potential information problem that arose against any new, poorly understood product. Foreign producers engaged in similar tactics against all American meat products. Congress therefore passed the Meat Inspection Act more to remove the pretense that diseased U.S. livestock were being exported by the large meatpackers rather than in response to any actual threat from the U.S. food supply.

Meat inspection was closely tied to the passage of the Sherman Act. Meatpacking was one of the most heavily concentrated industries in the United States during the Gilded Age, and Midwestern cattle raisers tended to blame the large Chicago meatpackers for using their monopsony power to drive down cattle prices after 1885. As such, they recognized that even if federal meat inspection laws increased the demand for their products, it would not increase the prices that they received for their livestock so long as the large meatpackers were allowed to continue to exploit their power to keep prices down. Therefore, Midwestern cattle raisers pressed for passage of strict antitrust legislation in addition to federal meat inspection (Libecap 1992).   

Railroad Regulation

The railroad industry grew rapidly during the 1800s:  in 1830 there were 23 miles of (operative) track in the U.S.; by 1850 there were 9,021 miles; by 1870 there were 52,992 miles; and by 1890 there were 166,703 miles.  The development of the railroad had far reaching effects.  In terms of industrial and manufacturing activity, the previous discussion shows how the railroads promoted centralization in the oil-refining and meat-packing industries.  In terms of agriculture, the railroads reduced the burden on American farmers of transporting their crops to urban areas and to coastal ports for international export.  Having made these observations, one should not overstate the significance of the railroad.  The railroad was important, but not essential for American economic development.  For example, in response to those who would argue that the railroad hastened the development of the American iron and steel industries, it should be pointed out that more iron was used to make nails and wood burning stoves than was used in the building of the rail system.  (The railroads used even less steel during the late 1800s.)  Similarly, independent estimates constructed by Albert Fishlow (1965) and Robert Fogel (1964) suggest that the savings in transport costs to farmers and other shippers that resulted from the railroads amounted to between 5 and 10 percent of GNP circa 1890.


The sector of the economy that appeared the most politically sensitive to developments in the railroad industry was agriculture.  This sensitivity was logical.  In some areas of the country, the railroad freight charges incurred by farmers ate up as much as half of the market value of the crops shipped.  Moreover, there is evidence that on short haul distances railroads had market power and increased their rates to near monopoly levels.  Because the railroads faced much more competition on long haul routes—from each other as well as from canals and water shipment—the railroads were forced to charge lower rates on these routes.  The anomalous and infuriating result for farmers was that they often had to pay more to ship their crops 100 miles than they would have had to pay if they had shipped those crop 1,000 miles.  Finally, before 1896, railroad rates were stagnant over the long run (after adjusting for the general deflation of the late 1900s), and with the exception of a few short run dips in price, farmers faced constant railroad rates over time (Gilligan, Marshall, and Weingast 1987; Higgs 1970; Kanazawa and Noll 1994). 


Given the disparities in long and short haul freight rates, and persistently high rates generally, farmers grew increasingly dissatisfied with the monopolistic practices of the railroads and began lobbying for regulatory changes.  Between 1860 and 1880, farmers succeeded in having several state legislatures pass laws regulating railroad rates either through the creating of regulatory commissions or through legislative edicts.  Although there was some concern that these laws might discourage future investment in the railroad industry, most farmers appear to have supported them and enjoyed lower freight rates as a consequence of state regulation (Kanazawa and Noll 1994).  The railroad industry, however, challenged the constitutional basis of regulation claiming that it violated their substantive due process rights and the Constitution’s Commerce Clause.  The courts ruled against the railroads on the claim that regulation, in and of itself, violated substantive due process, but in the now famous Wabash decision, the Supreme Court held that state railroad regulation did violate the Constitutional provision against state regulation of inter-state trade.  The ruling that the states could only regulate the rates on routes within the state in question meant that all interstate rail traffic was not subject to regulation.  This, in turn, helped to fuel the demand for federal regulation of the railroads (Hughes 1991, pp. 106-9).


Passed in 1887, the Interstate Commerce Act created the Interstate Commerce Commission (ICC) and was the first low empowering the federal government to regulate the rates and behavior of the nation’s railroad companies.  Traditionally the Interstate Commerce Act has been seen as a law designed to rein in the power of the railroads and bring farmers reduced freight rates.  There is some truth to this interpretation as the lobbying efforts of farmers and shippers helped shape the ultimate structure of the law.  However, there is also evidence that the railroads probably had the greatest impact on the law (Kolko 1965).  In particular, the stock market enthusiastically endorsed the legislation, with railroad stocks rising significantly with passage of the Interstate Commerce Act (Prager 1989).  The patterns in the stock prices of railroads suggests that financial markets believed federal regulation would be much less onerous than state regulation, and that federal regulation might even help the railroads collude in setting long-haul rates.  Unfortunately for the railroads, the subsequent history of the ICC would prove these early predictions and hopes entirely incorrect.  By the early 1900s, the ICC was captured by farmers and other shippers, and the commission drove railroad rates so low that many railroads became insolvent (Martin 1971). 

Regulating Public Utilities


During the mid to late 1900s there was rapid development and expansion in the public utility industries, notably, gas, electric, and water.  Like the industries described above, the centralization and economic changes wrought by these industries were, on the whole, positive.  The development of gas and electricity saved families, particularly housewives, countless hours of labor transporting coal and oil into their homes for cooking, heating, and light.  These new technologies were also much safer and cleaner than their predecessors (Lebergott 1993).  Similarly, the introduction of public water supplies economized on the labor previously expended transporting water from wells and other sources.  Public water supplies also played a central role in eliminating waterborne diseases and improving health in urban areas.  In 1900, for example, about one-half of the American population had experienced a waterborne disease like typhoid fever at least once in their lifetime.  By 1940, diseases such as typhoid had largely been eliminated from American cities (Troesken 2004, pp. 34-8).  As this brief discussion suggests, the social returns to investments in public water systems were enormous, on the order of 150 percent (Meeker 1974).  But despite such improvements in well being, there was often widespread dissatisfaction with the distribution and pricing of these new urban services.  In particular, consumers lamented the high prices and poor service associated with private monopolies in gas, electric, and water supply (Jacobson 2000; Troesken 1996).


Initially, private utility companies were regulated through municipal franchises.  These franchises were, in effect, a contract between the utility and the municipality in question.  The franchise imposed obligations on both parties, offering the private company the right to operate in the city in return for specific promises regarding rates and quality of service.  The granting of these franchises was tainted by corruption and often provided consumers little protection against exorbitant rates and poor service.  For example, in the early 1900s, in Grand Rapids, Michigan, the mayor and multiple members of the city council were implicated, and eventually convicted, in a scheme to sell a lucrative franchise to a private water company.  The bribes the promoters of this company paid to local politicians were substantial, around $3,000 (or about $42,000 in current dollars) per politician.  The politicians and the promoters of the water company were eventually caught, tried, and convicted  SEQ CHAPTER \h \r 1(New York Times, November 22, 1903, p. 1; and December 1, 1903, p. 1; see also, Folk 1903).  But even when there was no corruption involved, franchises typically failed to specify rate regulations that were binding.  It was simply too difficult for local politicians to predict all of the technological changes that would ultimately drive down the costs of producing and distributing gas, electricity, and water (Troesken 1996, pp. 5-27).


If this sounds as though utilities were getting the better end of the bargain, it is important to recognize that monopolistic rates did not last for long.  City governments gradually acquired more and more regulatory power and soon began using that power to aggressively reduce rates and win votes from local consumers.  In a speech before the Pacific Gas Association delivered during the early 1900s, an officer of a San Francisco gas company explained:  “When the time for the regulation of rates arises, a [city] councilman or supervisor, elected on a platform that calls for a reduction in the gas and electric rates, is hardly in a proper frame of mind to listen to evidence and impartially vote thereon.  No matter what the evidence is, if he does not vote for a reduction a large number of citizens, and all of the daily papers, will accuse him of being biased in favor of the corporation ( SEQ CHAPTER \h \r 1American Gas Light Journal, September 28, 1908, p. 527).”


To illustrate the often politicized nature of municipal regulation consider the experience of Chicago, Illinois.  In 1905, Illinois granted the Chicago City Council the authority to regulate gas rates.  A few years later, Carter Harrison ran as a Chicago mayoral candidate.  Harrison, and several candidates for city council, promised that, if elected, they would reduce gas rates in the city from 85 cents to 70 cents.  After Harrison and his friends won, they launched an investigation into the costs of manufacturing and distributing gas.  The expert they hired, W.J. Hagenah of the Wisconsin Public Utilities Commission, recommended a 77-cent rate, 10 percent higher than Harrison had promised the voters.  According to Hagenah, anything lower than 77 cents would not allow producers a reasonable rate of return.  Chicago authorities promptly fired Hagenah and hired Edward Bemis.  After paying Bemis five times the salary they paid Hagenah, Chicago authorities got the result they wanted.  Bemis recommended, and the city eventually passed, a 70-cent rate ordinance.  Ironically, earlier in his political career, Carter Harrison had opposed attempts by the city to regulate gas rates.  As Chicago’s mayor in 1900, Harrison claimed that the city would use the power to regulate rates only as a way of “blackmailing” Chicago gas companies—if the gas companies did not payoff the city council, the city would order them to reduce rates (Troesken 1996, pp. 67-73).


This sort of political gamesmanship undermined the long-term development of utility industries, and had serious consequences for urban residents.  By 1910, private utility companies were refusing to extend service and improve infrastructure without a new round of legally-binding promises from local governments that they would refrain from enacting overzealous and politicized regulations.  For example, in Akron, Ohio, the local water company refused to build a new filtration system until the city promised that it would renew its franchise, which was set to expire.  Similarly, in New Orleans and Billings, Montana local water companies refused to install new water lines without additional promises from local authorities regarding future regulatory behavior.  More general evidence comes from statistical studies linking investment patterns in the gas and water industries to municipal regulatory regimes: these studies show that in cities where private gas and water companies faced a relatively high risk of future political expropriation, private investments in gas and water mains and other forms capital were sharply reduced (Troesken 1997 and Troesken and Geddes 2003).

Dissatisfaction with the various forms of municipal regulation grew and during the early 1900s, eventually gave way to state regulation which was much less politicized.  Between 1907 and 1922, nearly thirty states created commissions to regulate the behavior of public utilities and restrain the capricious ways of municipal governments.  In the short run, these commissions worked reasonably well.  They kept the rates charged by utilities companies in check and promoted investment and service quality (Troesken 1996, pp. 76-92; Twentieth Century Fund 1948).  Over time, however, their efficacy declined as the commissions were captured by industry insiders and their policies took on a decidedly pro-producer bias (Stigler and Friedland 1962).  In the long run, the failure of state utility regulation gave rise to the deregulation and privatization movements of the 1980s.
Agrarian  Unrest

The period between the end of the Civil War and 1900 was a time of unprecedented and nearly continuous turmoil in the agricultural sector of the economy. This discontent spawned four political movements that succeeded in getting many local candidates elected to office. The Grangers, concentrated in the Midwest in the 1870s, successfully secured the passage of state laws setting maximum railroad rates (upheld by the U.S, Supreme Court in Munn v. Illinois in 1876) and also established a number of farmer-owned cooperatives including stores, grain elevators and mills. The Greenbacks focused on increased circulation of government-issued paper money to inflate prices and reached its height in the midterm elections of 1878, when it elected fourteen candidates to Congress, mostly from Midwestern states. The Farmer’s Alliance, who came to popularity in the South and Midwest in the 1880s, pressed for debt relief, greater government control of railroad rates, and the formation of cooperatively run grain elevators, farm equipment factories and banks. The Populist Party, at its zenith in the South, Midwest, and West in the 1890s, advocated a government-sponsored increase in the money supply, an income tax, government ownership of the railroads, and strict controls on immigration.  The Populist Party’s  presidential candidate received more than one million votes in 1892; and the Party combined with the Democrats to support William Jennings Bryant in 1896 (Buck 1913; Goodwyn 1976; and McMath 1977).

It is difficult for economic historians to rationalize the agrarian protest by appealing to economic hardships of farmers, narrowly construed.  Farmers complained about falling incomes, falling agricultural prices, and rising prices for manufactured goods.  Yet when one examines such data, there is strong evidence that overall, the prices of agricultural goods were rising relative to the prices of industrial goods during the nineteenth century.  Moreover, real per capita income of farmers rose during every decade of the second half of the nineteenth century, at a respectable average annual rate of 1.3 percent annually (Fogel and Rutner 1970, pp. 9-11). Although this is less than the 1.6 percent average annual rate of increase in per capita income for the nation as a whole over the same period, this difference is due entirely to the poor agricultural performance of the South in the decades following the Civil War as a result of consequences stemming from the abolition of slavery and low levels of physical capital investment in agriculture (Fogel 1989; Tostelby, 1957).  The average annual rate of growth in agricultural real per capita income actually rose at a robust 1.8 percent in the area of greatest agricultural unrest in the latter nineteenth century (Fogel and Rutner 1970, pp. 9-11). This unrest does not appear to be justified on the basis of farm prices or income.

Farmers also had more specific complaints regarding mortgage rates, futures markets, federal land policy, and railroad rates.  Although there is evidence that railroad rates in real terms did not fall over the course of the nineteenth century (see the preceding discussion regarding railroad regulation), there is little evidence to support the other specific complaints.  As for interest rates on farm mortgages, the vast majority of farmers did not have mortgages at all; only about 29 percent of U.S. farms were mortgaged. It is true that mortgage rates were higher for the five states – North and South Dakota, Kansas, Nebraska and Minnesota –but most of these mortgages were relatively short-term, with an average life of three to four years. These periods are so short that it is unlikely that unanticipated price changes could have imposed great hardship on the farmer before a new rate could be negotiated.  Fogel and Rutner (1970, p. 17) conclude that “capital losses on mortgages due to unanticipated changes in the price level had only a slight effect on the average profit of farmers” reducing it by only about one-half of a percentage point per year. Moreover, these capital losses on mortgages from interest rate risk must be adjusted for capital gains that farmers earned from a rise in the value of their land, which averaged about one to two percent per year for most of the United States from 1859 to 1899.

As for federal land policy, farmers complained that speculators hoarded prime farmlands for themselves, thereby getting rich without ever doing any farming or other real work. The Homestead Act passed by Congress in 1862 allowed settlers to purchase federal lands at discounted prices provided that they lived on the land and cultivated it for five consecutive years. The federal government continued to sell public lands at auction and to donate land to railroad companies and the states.  There is, however, a conceptual problem with objecting to speculators making undue profits.  As Robert Higgs (1971, p. 91) has rightly pointed out, “in a private property system every owner of an asset is necessarily a speculator in the sense that he bears the risk of reductions in the value of the asset but hopes that the value will rise.” Almost all settlers to the west purchased land, sold it, and moved on to new land several times. In this sense, everyone who purchased western land was a speculator.

In addition to equity concerns, some have argued that federal land policy was inefficient because it allowed public lands to be sold at auction to large-scale investors who kept out of production lands that would otherwise have been used in agriculture. However, Fogel and Rutner (1970) show that such investors would have had an incentive to dispose of such land quickly and calculate that the economic costs of such speculation could not have been very large. Another charge was that federal land use policy released land from the public domain too quickly and, by requiring settlers to cultivate the land for five years to purchase land for the favorable price, it may have induced too much capital and labor to go into agriculture to the detriment of manufacturing. As a result, national income was lower than it would otherwise have been. Higgs (1971) points out that any losses that might have resulted from this were purely transitory, however; once all federal requirements had been met the value of the land would have been determined by its income-earning capacity and whoever owned it would have applied the efficient amounts of capital and labor to it.

Finally, many nineteenth century farmers objected to the presence of futures markets because they believed that such markets lowered agricultural prices.  Yet modern research has shown that the futures market was invaluable to the international grain trade because it reduced risk to millers, dealers and exporters, which in turn helped to narrow the difference between the average price paid to farmers and the average price charged to final consumers.  Futures markets also combined with the vast U.S. storage system to allow American shippers to withhold grain when Liverpool prices were low and to reduce their stocks when prices were high. As a result, the volume of American trade was far more sensitive to prices abroad than that of any other exporting nation, and the prices that farmers received for their product were far more stable. Far from gaining vast profits at the expense of farmers as some have charged, futures traders provided farmers a valuable service. Moreover, on the whole traders suffered heavy losses prior to 1896 and made only modest gains after prices started rising beginning in 1897 (Pashigian 1986).

Why Did Farmers Join Groups Like the Grange and the Alliance?


The previous discussion suggests that the usual economic explanations for agrarian unrest are not especially compelling.  With perhaps the exception of railroad rates, farmers’ complaints have received little empirical support and there is strong evidence that in absolute terms the economic lot of farmers was improving over the course of the late nineteenth century.  Given the futility of traditional economic approaches to explain the origins of agrarian unrest it seems wise to broaden the analytical perspective and ask a more general set of questions.  In particular, if we want to understand the origins of groups like the Grange and the Alliance one needs to answer the following questions.  Why did farmers join these groups?  What did these groups offer to attract farmers?  By the same token, one might ask why a group like the Grange persisted for over a century while groups like the Alliance imploded after a few years.


The Grange was founded in 1867 by Oliver Hudson Kelley, an employee of the U.S. postal service.  Kelley had traveled the country and observed first hand the hardships of a rural farm life.  Kelley believed that farmers’ difficulties stemmed from their social isolation and that their lot could be improved by breaking down the barriers of social interaction.  Despite the common impression that Grange was mainly a political organization--an impression that has only been reinforced by the unfortunate term Granger laws--Kelley wanted the Grange to promote the social and economic integration of farmers.  Accordingly, he saw the organization primarily as a vehicle to improve the literacy of farmers and their children, and to disseminate information about new farming techniques.  Toward these ends, the Grange established libraries and created venues where farmers could exchange ideas about farming and form friendships (Barns 1967; Buck 1913, pp. 40-44; Ferguson 1942; and Nordin 1974, pp. 3-44).

Although these ideas resonated with many farmers, the vehicle that attracted most farmers to the Grange was the promise of economic power through cooperative buying and selling.  Farmers hoped that by using the Grange to pool their market power, they would be able to buy inputs on mass at lower prices, and simultaneously, be able to drive up the price of their crops.  The Grange claimed that these cooperatives saved farmers up to 50 percent on such diverse goods as sewing machines, lumber, farm implements, and groceries.  In Iowa alone, Grange agents had bought and sold more than $5 million in goods.  At its peak in 1875, the Grange had attracted around 450,000 members through its promotion of economic cooperatives; farmers could not use the cooperatives unless they were members of the Grange and so organization used excludable benefits to attract members (Buck 1913; Nordin 1974).

Unfortunately, the cooperatives did not work nearly as well as farmers had initially hoped.  In some areas, farmers complained when Grange coops would sell to non-members; others complained that the discounts offered by Grange coops were not significantly larger than they secured through normal merchants; and still others complained that the coops sold low quality goods.  Dissatisfaction with the coops caused membership in the Grange to fall to 65,000 by 1880, and although the organization persisted well into the twentieth century, the Grange never regained the popularity it enjoyed during the 1870s (Nordin 1974; Tontz 1964).  


Of all the agrarian protest groups, the Grange was the least political and the most successful.  Unlike the Grange, other agrarian protest groups like the Wheel and the Southern Farmer’s Alliance were overtly political from their inception (McMath 1977).  Furthermore, it does not appear to have been politics and economic issues that attracted farmers to the Grange.  It was, instead, the Grange’s economic and social programs, which offered farmers direct and immediate benefits (Buck 1913).  That farmers were attracted by these features should not be a surprise.  During the late nineteenth century, farmers were becoming more isolated and more alone as agriculture’s position in American society was steadily eroded.  The percentage of the labor force employed in agricultural pursuits fell from 48 percent in 1870 to 36 percent in 1900.  Furthermore, population growth was concentrated in urban areas while the population of agricultural regions stagnated or declined.  Through cooperative buying and selling, and the related educational programs, the Grange and to a lesser degree the Alliance offered farmers the promise that they too might benefit from the economic centralization and integration that was taking place (Nordin 1974; McMath 1977; Parsons et al. 1983).


Furthermore, historians, economic and otherwise, have tended to assume that questions about high interest rates, unfair railroad rates, futures markets, and the like, were issues that united farmers.  Most farmers, it would seem, agreed about the economic sources of their discontent and the political changes necessary to alleviate their suffering:  reign in the railroads and the trusts; abandon the gold standard and increase the money supply.  Yet this interpretation is far from adequate.  If anything it appears that these issues divided farmers and undermined the viability of farm groups.  For example, it was heated debates about politics and monetary policy that led many members and leaders to drop out of the Southern Farmer’s Alliance and eventually resulted in the organization’s demise (McMath 1977; Nixon 1928).  The only factor that seemed to compensate for internecine political struggles were the cooperatives which promised farmers direct and immediate benefits in the form of increased buying power for inputs and market power in output markets (Parsons et al. 1983).

The Social Gospel Movement

During the Gilded Age, most Americans – including apparently most farmers and laborers – opposed the radical extension of governmental powers to redistribute wealth “because they believed that such a government would be not only counterproductive but immoral (Higgs, 1987, p. 83).”  This was true even during the depression of 1893 to 1898, the largest economic contraction in U.S. history prior to the Great Depression, when as much as fifty percent of the industrial labor force was unemployed. In spite of this, neither the federal nor any state government adopted public works programs to relieve unemployment in the 1890s. All aid for the unemployed continued to come from the traditional sources; private charities and local governments. The Secretary of Agriculture for President Grover Cleveland, a Democrat, also resoundingly rejected a proposal from the Russian minister in Washington that the major wheat exporting nations form a cartel to control prices, arguing that “it is not the business of government to attempt…to override the fixed laws of economics.”  Higgs concludes that “in the late nineteenth century most activities, including virtually all purely economic decision-making were considered ‘not the proper business of government’ – especially the federal government (Higgs, 1987, p. 87).”

One reason for this widespread aversion to helping the poor, even during a time of crisis such as the depression of 1893, was the dominance of social Darwinism. This was an attempt to apply to humans the theory of natural selection, which Darwin had originally developed to explain the evolution of plant and animal species in nature. Led by Herbert Spencer in England, who coined the phrase “survival of the fittest”, and William Graham Sumner in the United States, social Darwinists argued that economic and cultural struggle among individuals would result in the survival of the best human traits and the continuing improvement of the population in general. In such a model wealth is a sign of positive attributes such as industriousness, temperance and frugality, while poverty is a sign of negative attributes such as idleness, drunkenness and prodigality. Attempts by the state or other organizations to aid the poor, especially through income redistribution, would therefore be counterproductive because they would interfere with natural processes, ensuring that those with undesirable characteristics would survive and reproduce to the general detriment of the human population (Spencer  1967; Sumner 1963).  

This ideology was also shaped by the pseudo-scientific theory of eugenics, which held that managed breeding could be used to improve the human race. Eugenicists argued that the underlying cause of social problems such as pauperism, alcoholism, crime and prostitution was not the structure of society itself but the inheritance of defective germ plasm. In consequence, they advocated mandatory sterilization of individuals deemed to be defective as a means of preventing the birth of other defectives that would have to be cared for by the state. In 1907, Indiana enacted the first law allowing for involuntary sterilization on eugenic grounds. By 1914, eleven additional states had enacted such laws. At one time or another, 33 states had such statutes, under which more than 60,000 Americans were forced to undergo forced sterilizations which continued into the 1970s. Such laws were upheld by the U.S. Supreme Court in 1926 in Buck v. Bell, a case which has never been formally overturned. Many states passed laws prohibiting anyone who was epileptic, imbecilic or feeble-minded from marrying (Allen 1986; Lombardo 1985 and 1988).

Eugenics was also used to justify state laws prohibiting interracial marriage. According to eugenicists such as Madison Grant, the biological dangers of mixing the races would inevitably result in the decline of higher racial types (e.g., Nordic whites) without elevating lower racial types. By 1915, twenty-eight states had prohibited marriages between whites and blacks, including six states that included this prohibition in their constitutions. A third area of public policy in which eugenics was applied was in immigration restriction. Labor activists had urged immigration restrictions for decades as a way of propping up wages by restricting the labor force but had made little headway. But in the late nineteenth century eugenicists began to provide biological arguments to support immigration restriction. In 1920 Harry Laughlin of the Eugenics Records Office, a private organization funded by the Carnegie Institution, argued that the American gene pool was being polluted by an onrush of intellectually and morally defective immigrants from Eastern and Southern Europe. In 1924, the Immigration Restriction Act was passed, providing for restrictions on immigration from these undesirable areas (Lombardo 1985 and 1988).  

Over time, this dominant ideology was challenged by statistical and theoretical advances in the social sciences. Darwinism implied that over time, natural selection would insure that the quantity of the members of a species displaying a desirable trait would rise relative to the quantity of the members lacking that trait. Yet from the late nineteenth century onward, the birth rates of the upper classes were falling while those of the lower classes were rising. Social scientists also discovered that traits that had been linked with genetics were actually more closely related to environment. D. J. P. Barker, Robert Fogel and others have shown that conditions in early life are linked to later health outcomes. This is because many conditions and diseases are closely linked to nutrition, which is closely linked to poverty.  If a parent is in poor health, undereducated or unproductive because of malnutrition brought on by poverty, his or her children are also at high risk to suffer from these conditions. If this is true, improving the conditions of the poor will lead to better health, and a better educated and more productive labor force, improving the overall quality of the species (Fogel 2000).

Eugenics was also challenged by the work of Professor Franz Boas of Columbia University, the founder of modern anthropology.  In a study of the head sizes and shapes of some 18,000 people, he found that the variance of subjects within a particular race exceeded the variance between races. These and other studies convinced Boas that the inherent differences between races were minor when compared to their similarities, and that all races were capable of forming sophisticated cultures (Davidson 2000). Weakened by the advances in social science in the early twentieth century that challenged its major tenets, eugenics was thoroughly discredited by the Nazis, who carried these tenets to their logical extremes.

Confronted with this new evidence, the dominant American ideology towards government intervention in the economy changed over the course of the late nineteenth and early twentieth centuries. Much of this was due to changing economic conditions. In early nineteenth century America, land was cheap and widely available. In such a world, there was little unemployment or distressing poverty among able-bodied males. The poor mainly included the elderly, widows, orphans, and the sick and disabled, whose needs could be met by private institutions.  In New York State in 1820, this group included only one percent of the population. In such an environment it was easy to believe that, at least for the able-bodied, poverty was a sign of some moral or genetic defect. There were few impediments to work and there was lots of virgin land available for those who were dissatisfied with their current condition. Since most enterprises were small, employing fewer than 100 people, it was possible for even the humblest worker to imagine that with hard work, some day he to might become a master (Fogel, 2000). But after the Civil War these conditions changed. The new situation included the rise of big businesses that often had monopsony power, a wave of immigration, rapid technological change which made some skilled workers obsolete, a series of short but sharp economic contractions, and the problems associated with rapid urbanization. The average industrial unemployment rate from 1893 to 1898 was twenty percent. Such a world left little room for the belief that there was still excess demand for labor and that every adult male who wished to could become a prosperous yeoman.

These changing economic and social conditions combined with changes in theology to produce the Social Gospel movement. In the early nineteenth century, religious theology was based on the biblical concepts of original sin and the innate depravity of man. With such a view, aid to the poor, particularly able-bodied males, would be counterproductive, reinforcing the natural tendencies of the lower classes towards sloth, lust and drunkenness. But over the course of the nineteenth century, science challenged biblical suppositions that had previously been unquestioned. The geologist Charles Lyell argued that the earth was much older than the Bible implied, while the naturalist Charles Darwin developed the theory of evolution that challenged creationism. In response, a new theology emerged that advocated a less literal interpretation of the Bible and stressed the natural goodness of man. Social Gospelists, who saw the Bible as a social document and based their theology on the Sermon on the Mount, held that social reform was a precondition for the personal salvation of those in the grip of poverty. According to this view, if people were corrupt, it was the result of a sinful social order that denied them the education and opportunities needed to choose virtuous behavior. Social Gospelists therefore believed that a minimum standard of living was necessary to give people the strength to fight sin. They even used the tenets of Social Darwinism to support their own agenda. Charles Loring Brace for example, the founder of the Children’s Aid Society in New York and an early convert to evolution, argued that “history provided abundant evidence for the survival, by natural selection, of superior moral qualities, and that continuation of this process would lead to ‘a new principle in the distribution of wealth’ according to which surplus riches would be ‘continually distributed by means of education, of wise charity and of public improvement’” (Brock, 1984, p. 33). According to Higgs, it was only after this change in the dominant prevailing ideology that government could respond to economic hardship with redistributive programs, as it did during the Great Depression.  

The shift in economic philosophy can be seen in the views on the Reverend Francis Wayland and Richard T. Ely. The Reverend Francis Wayland was the president of Brown University and the author of the most popular economic textbook before the Civil War. He held that unions were worthless because they thwarted the laws of competition that determined the proper level of wages and deprived workers of the right to dispose of their labor as they saw fit, and opposed charity to able-bodied workers because it caused idleness. Richard T. Ely was the leading labor economist of the late nineteenth century, a member of the faculty of the University of Wisconsin, and the first president of the American Economics Association. He argued that capital had become too powerful and that the state should therefore intervene on the side of labor by recognizing and promoting labor unions, taxing monopoly profits to finance anti-poverty programs, setting minimum wages, and limiting labor supply through immigration controls, restrictions on female and child labor, and limits on the hours of labor (Fogel, 2000).

Concluding Remarks

There is a tendency to view the paradox of the Gilded Age, and the resolution of that paradox, with pessimism.  According to this view, the history of the Gilded Age is mainly a story about how big business and social elites ran roughshod over the interests of smaller business enterprises and marginalized social groups.  It is, in other words, a story about how the paradox of the Gilded Age was resolved in favor of the rich and powerful at the expense of the poor and disaffected a story about how the advance of new technologies destroyed older and simpler ways of life.  Certainly there is something to this view.  For example, the populist movement ultimately did little to slow the exodus of the population from small farming communities, while the Sherman Antitrust Act failed to slow the growth of big business, and might have even hastened it.


Yet we should also make room for optimism in their interpretations of the Gilded Age.  To see this, it is useful to look at the period through a different set of lenses.  If, for example, one looks at legislative change at the state level, as opposed to the federal, there is strong evidence that farmers and small businesses secured laws and regulations that improved their lot, at least temporarily; as a case in point, state-level antitrust laws were far more effective and caused the trusts much more consternation than did the Sherman Act.  That state and local regulations were much harder on big business than federal regulation is one of the key themes to emerge from the historical narratives that follow.  More generally, if one considers indicators of overall material well-being—wages, hours worked, per capita income, and so on—it is clear that material improvements were not limited to the wealthiest segments of American society and that broad cross sections of the American populace benefited from the economic changes of the Gilded Age.  This is not said to minimize the hardships experienced by those displaced by economic change, but instead to help explain why disaffected groups were not more successful in thwarting economic and technological changes through political means.
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