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Economics 111A
Economic History
Midterm Exam 1 – Answer Key

In general, the highest grades will be given to clear and complete answers.  Use your time wisely, and good luck.  You will be given one hour and twenty minutes to complete the exam.  There are 100 points possible.

1. Economic history is different from traditional history in a few ways.	
a. What is cliometrics? (4 points)

The use of economic theory and statistical analysis to understand economic history.

b. How is cliometrics used by Paul Thomas in his analysis of the impact of the Navigation Acts on the American Revolution? (be specific and use the graph in your answer) (8 points)

He used economic theory when he looked at the way in which consumer and producer surplus fell as a result of the navigation acts.
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He then used the specific data that he had from the time period on prices and quantities in order to quantify this burden that he described using the supply and demand graphs.

So, both statistical analysis and economic theory were used.

2. The reason that the English chose to colonize North America had to do with their philosophy regarding trade in the 1600’s.
a. What is mercantilism? (4 points)

Mercantilism is using trade to get gold and silver (creating winners and losers), which makes you more politically power.  By promoting exports and restricting imports one can use trade to amass wealth.

View of trade: EXPORT MORE THAN IMPORT





b. How is the Portuguese discovery of the Cape of Good Hope involved in inspiring the English to colonize North America? (4 points)

When the Portuguese discovered the Cape of Good Hope, the Spanish sailed westward to find their own trade route to India and China.

Heading west, the Spanish found the Americas where they took large quantities of gold and silver.

The Spanish became very powerful using this gold and silver and the other nation states including England wanted to get their own gold and silver.

Using the philosophy of Mercantilism, the English could get gold and silver by finding additional goods that they could export and goods that would substitute for their imports and therefore amass gold and silver by keeping a trade surplus. 

c. Did the North American colonies satisfy the mercantilist desires of the British Empire?  How? (6 points)

Yes.  There were large amounts of timber and iron ore found in the North American colonies.  In addition tobacco grew well.  All of these decreased the levels of imports and increased the level of exports for the British Empire.

3. The British Colonists in North America came to this “New World” to earn a higher standard of living than the living they could earn in England.  During the period we also see a significant increase in income per capita of the colonists.
a. Explain two reasons that per capita increased in the colonies between 1720 and 1775. (6 points)

i. First, new techniques enhanced productivity and made the effort of individual laborers more rewarding. 
ii. Second, the market value of the goods the colonists produced climbed more than the cost of the wares they bought.
iii. Third, the amount of capital available to each white colonist increased, making greater investments and higher levels of income possible











4. What was special about the labor force of the colonies?
a. What did Gallenson find regarding the productivity of indentured servants?  Explain. (4 points)
They were overall very productive:

Young
Male
At the peak of their productive ability
Relatively literate overall

b. Why did Gallenson believe that indentured servitude ended by the time of the Revolutionary War? (explain in detail graphically and in words) (6 points)
Wages were rising in England and ocean shipping costs were falling.

The increase in wages in England, shifted left the indentured servant supply curve 

The decrease in ocean shipping costs shifted the indentured servant supply curve left and the slave labor curve down.  

There were family members in the new world that could help relatives pay their way, which shifted the indentured labor supply curve left. Indentured Labor
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Weber talked about “Protestant work ethnic”specifically productivity and profit seeking is seen as godly and virtous
c. Why did Max Weber believe that there was a link between Protestantism and Capitalism? (4 points) (religious)
He looked at their religious texts and found support for gathering property.  The church supported profiting in this life and not waiting for the next.  This supports the idea that when each individual seeks his own profit the society gains as a whole.  This is capitalism.
d. Explain how Max Weber’s connection, if it were true, would affect the productivity of the colonial workforce. (4 points)

It means that these colonists would be more profitable, on average, because they were supported in their profit seeking.  As people push harder to gain more profits, they are more productive.

5. How did the aftermath of the French and Indian War set up the colonists for the Revolutionary War?
a. What was the British goal following the French and Indian War and how did they go about achieving it (explain two examples)? (8 points)
i. Goal-
To avoid any more battles with the native American people.

ii. Actions
1. – the clear definition of the proclamation line.
2. –the Quebec Act which told the colonists again that they could not settle on Native American land.
iii. Goal-
To make the money back that they had spent during the war.

iv. Actions
Sugar Act – The sugar act restricted New England rum exports and put high duties on foreign sugar.  
Stamp Act – Required contracts, playing cards, newspaper etc… to carry a stamp that cost money.  It was an internal tax where the colonists believed that the empire did not have control (instead of a tax that directed trade which was part of the establishment of the colonies).  
Townshend Acts – taxes on tea, paper, red and white lead and established a court for trying smuggling cases.  
b. What was the goal of the colonists after the French and Indian War?  How did they react to the post-1763 policies of the British? (8 points)
i. Goal after the war-
To settle all of the lands that were defended by the French for the Native Americans.
To assert greater autonomy

ii. Reaction to the Proclamation Line and the Quebec Act-
They ignored it.
iii. Reaction to the Sugar Act -
It enforced an old law in a new way which angered the colonists who felt that they were unable to act as they did before.  They were losing their power to navigate the system of the British Empire to their advantage.
Boycott
iv. Reaction to the stamp act 
It was a tax “just to make money”.  This angered lawyers and printers who were powerful in spreading anti-British sentiment.
Boycott
v. Reaction to the Townshend Acts 
This combined a tax just to make money which did not direct trade with a re-enforcement of trade directed legislation.  Colonists feared for the economic destiny.
Boycott


c. What lessons did the colonists and British officials learn from their interactions in parts a and b? (6 points)
i. Colonists-

They have power over the British because they are a market for British goods.

ii. British-

They need more troops in North America to reinforce their authority.

6. The period just after a Revolution can be extremely difficult for a young government.
a. In the US, how did the American’s grow their new economy just after the end of the war? (4 points)

Because Europe was at war, the new America could use export led growth.

b. In Egypt, are they experiencing an easy post-Revolution period?  Why do you believe this is true?  Explain your reasoning in detail. (4 points)

No.  It could be because the global economy is in a bit of a slump.  It is hard to get started.

There is no clear ideology, the various groups are bickering and there is not an easy transition to a new government.

Well explained argument.

c. What are some relevant differences between the Egyptian and the American Revolutions? (Describe two differences in detail). (4 points)

i. The Egyptians were overthrowing the government on their own soil; the Americans threw out a foreign colonial superpower.

ii. There was a clear group of “patriots” on one side in the US, in Egypt, there were various groups with different ideologies that overthrew the government.

iii. The Egyptians accomplished their goal faster.

iv. The technology of social media could help unite the opposition.

v. Many arguments could be discussed as long as they are properly supported.


7. How was Jefferson’s embargo bad for economic growth?  How was Jefferson’s embargo good for US economic growth? (6 points)

a. Bad-
The port cities and shipping industry were hurt.  
Exporting firms were hurt (tobacco…)
Consumers were hurt with higher prices.

b. Good-
It gave budding industries a chance to become competitive.

8. Do you believe an embargo today would be good or bad for economic growth in the US?  Why do you believe this to be true? (4 points)

· It would be bad for economic growth because much of our economy is export based and those exports would be hurt.
· Other countries would counter with tariffs which would be hard on economic growth.
· Our firms would be less competitive.
· Our consumers would be hurt.

9. Describe in detail two examples of how the U.S. Constitution was designed to promote economic growth. (6 points)

i. It lowered transactions costs by eliminating tariffs between states and establishing a common currency.

ii. It provided for funding for government officials so that corruption would be limited.

iii. It provided for competition between states which led to lower tax rates, better schools, more business friendly environment, minimum wage laws… any way in which states could make their state more attractive to workers and firms.

iv. Property rights were well established where police and a court system could enforce contracts and maintain order.
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10. Economic History is important as it keeps us from making the same mistakes over and over again.  Explain an aspect of economic history that we have covered so far in lecture or discussion section that will help you or your generation avoid a mistake in the future. (4 points)

Aspect of economics history that we have learned to avoid it in the future is planter shares, where all profits were shared equally no matter how productive they had been. In Planter Shares there were bad incentives, which make thing become unsuccessful. Therefore, in the future, we have to avoid system like planter shares and use a system that quarantee a good incentive among the members.






11. How is Galenson’s argument regarding the end of indentured servitude an example of cliometrics?  Explain both cliometrics and Galenson’s argument in your answer. (6 points)

He used economic theory when he constructed the labor supply curves of free, indentured and slave labor to interpret when indentured servants vs. slave labor would be used.

He used the statistical data from the time period regarding wages in England and ocean shipping rates with the theory above to prove that indentured servitude would disappear as a result of  the changes during this time period.



12. The treaty of Tordesillas began the process that led Western Europe into an era of mercantilism.  
a. Explain the how the Treaty of Tordesillas convinced the British that mercantilism would be a good philosophy. (4 points)

With the treaty, spain was given full rights to the Americas where they plundered gold and silver.  With this wealth, they were able to become very powerful in Europe.

The other nation states began to realize the importance of accumulating gold and silver.  They could use trade (increasing exports and decreasing imports) to accumulate their own wealth.



13. Joint Stock companies were used to gain a colonial foothold but did not turn out to be a sustainable source of settlement.  
a. What is a joint stock company?  How did it solve the main problems of funding a colony? (4 points)
A joint stock company is when many investors put up money for a project.  They get the profits based on how much money they invested.

This solves the problem of the need for very large sums of money over long periods of time necessary for creating a colony.

b. Explain two different reasons why the colonies established initially by joint stock companies were overall unsuccessful. (4 points)

The colonists were usually paid using “planter’s shares” after 5 years.  As each of the colonists got an equal portion of the profits regardless of the work that they put in there was laziness and infighting and little land improvement.

There was absentee control from England.  Just as the colonists were starting to make progress, the investors in England would side-track productive efforts.

c. There were a few colonies created initially by joint stock companies where the settlers did quite well.  What was unique about the establishment of these colonies? (4 points) (religious)


They were founded by religious groups, homogenous in their belief system.  These groups were able to unite around a common goal and did relatively well under a communal arrangement.

d. Eventually joint stock companies were replaced with more successful settlement arrangements.  What replaced the joint stock company?  Why did this work? (4 points)

Private land holding replaced joint stock companies.  This was more effective because individuals were concerned with improving their own land and there was a greater incentive to work hard.








14. Each region had different exports during the colonial period.  What was the specialty of each region?  How did their choice of specialty determine the social structure in the region? (8 points)
a. New England
Shipping and shipbuilding and subsistence farming.  
b. Middle Colonies
Grains were grown on small family farms.  There was a relatively equal income distribution.

c. Southern Colonies
Tobacco was grown on large plantations with man slaves.  There was income inequality.


15. What was the link between the Navigation Acts and the Establishment of the British North American Colonies?
a. What were the navigation acts? (4 points)
Nagivation acts : restrictions on colonial trade introduced in 1651 by the British crown

The navigation acts required that trade was carried in vessels built, owned, and commanded by English or colonists manned by crew of at least ¾ English or colonial.

“ enumerated goods” products that only could be exported to England (tobacco sugar, navak stores, and dye woods”. 

Foreign trade had to be conducted through England

Certain goods were allowed to be exported only to England.


b. How did Paul Thomas measure the impact of the navigation acts on the income per capital of the colonists?  Describe graphically and in words. (6 points)

He calculated the loss in producer surplus across all exports that faced higher transportation costs and loss in  consumer surplus as a result of more expensive imports or goods that the colonists would have to spend more on the goods from an empire source than they could get from a source outside the empire.






c. Do we believe that the navigation acts were a major cause of the American Revolution?  Why or why not? (4 points)

We don’t believe they had a huge impact.  The only impacted less than 2% of income per capita which was not a big deal.  However, they could have been used symbolically to upset the colonists.





16. How did the French and Indian War contribute to the American Revolution?
a. Why did the British insist on leaving the Ohio Country to the Native American Indians after the War? (4 points)

There was brutality from the native Americans during the French and Indian War where they waged war in a very different manner from the Western European powers.  The British did not want to come to the aid of the colonists in Indian Country any more.  It was too expensive.



b. Describe two of the taxes imposed on the colonists by the British after the French and Indian War that angered the colonists.  Why were these taxes so abhorrent to the colonists? (6 points)

Stamp Act – Required contracts, playing cards, newspaper etc… to carry a stamp that cost money.  It was an internal tax where the colonists believed that the empire did not have control (instead of a tax that directed trade which was part of the establishment of the colonies).  
Townshend Acts – taxes on tea, paper, red and white lead and established a court for trying smuggling cases.  



c. What was the main lesson that the colonists learned from the tax, boycott, repeal, tax, boycott, repeal pattern that followed the French and Indian War? (4 points)

The colonists learned that they had power over the British in that they were a market for their exports.  They had control if they boycotted British goods and could then get what they wanted.  


d. What was the main lesson that the British learned from the tax, boycott, repeal, tax, boycott, repeal pattern that followed the French and Indian War? (4 points)

They learned that they needed a greater military presence in the colonies in order to enforce their will.






e. In Hong Kong, a semi-autonomous Chinese city, protestors are insisting on free elections for city leadership.  Given what we learned from the American Revolution, how should Chinese officials proceed if they want to avoid military conflict? (4 points)

They need to be consistent and non-violent.  The consistency means that the people of Hong Kong do not believe that they have the power to make the Chinese government change their mind.  The non-violence means that the protestors will not have a good excuse to revolt in a violent manner.  A well explained answer gets 4 points.

17. How did the growth in Atlantic Trade contribute to the American Revolution?
a. Why were established merchants of the colonies increasingly concerned about their survival as a group during the expansion of Atlantic trade in the period leading up to the American Revolution? (4 points)
1st, the new prominence of auction sales bypassed the established colonial merchants. 
2nd,British firms also increasingly entered into direct dealings with shopkeepers and other marginal importers in the urban centers, importers who normally would have bought from one of the established merchants. 
3rd, Attempts of colonial legislatures to ease depressed conditions and to aid the merchants were checked by the tight hand. The Privy Council and royal governors kept on colonial currency and banking practice 
4th . Control over currency and banking, regulation of vendues, development of manufactures-the stratagems used by the established importers to ameliorate conditions of glutted markets, overcompetition, lack of liquidity, and falling profits-for the most part proved unsuccessful despite the strong support of merchant communities. Nonetheless, these efforts sooner or later boded conflict with royal authority. The consciousness of a clash of interests made the merchants more aware of the identity of economic and political goals. 
b. Why were owners of the large Southern Plantations increasingly concerned about their level of power as a group during the expansion of Atlantic trade in the period leading up to the American Revolution? (4 points)
Scottish merchants went far beyond these commercial dealings and threatened the planter elite on the most basic levels of political, social, and economic power, after the establishment of t Glasgow tobacco house. They set prices and controlled the tobacco trade.




18. The period just after a Revolution can be extremely difficult for a young government.
a. In the US, how did the American’s grow their new economy just after the end of the war? (4 points)

Through exports to europe.

b. In Egypt, are they experiencing an easy post-Revolution period?  Why do you believe this is true?  Explain your reasoning in detail. (4 points)
No.  It could be because the global economy is in a bit of a slump.  It is hard to get started.

There is no clear ideology, the various groups are bickering and there is not an easy transition to a new government.

The youth that thought they would see gains from revolution are not seeing the gains that they hoped for.

Well explained argument received credit.

c. What are some relevant differences between the Egyptian and the American Revolutions? (Describe two differences in detail). (4 points)
i. The Egyptians were overthrowing the government on their own soil; the Americans threw out a foreign colonial superpower.

ii. There was a clear group of “patriots” on one side in the US, in Egypt, there were various groups with different ideologies that overthrew the government.

iii. High food prices sparked their revolution but for the US it was taxes imposed by the British.

iv. Many arguments could be discussed as long as they are properly supported.


19. How was Jefferson’s embargo bad for economic growth?  How was Jefferson’s embargo good for US economic growth? (6 points)
a. Bad-

The port cities and shipping industry were hurt.  
Exporting firms were hurt (tobacco…)
Consumers were hurt with higher prices.

19. Good-
It gave budding industries a chance to become competitive.
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1. How is Gallenson’s discussion of the end of indentured servitude an example of cliometrics?  Explain graphically and in words.  Define cliometrics in your answer. (5 points)
Cliometrics: use of statistical measurement and economic theory in the study of econ history. It was used to show the growth rate of the American colonies

He used economic theory when he constructed the labor supply curves of free, indentured and slave labor to interpret when indentured servants vs. slave labor would be used.

He used the data from the time period regarding wages in England and ocean shipping rates with the theory above to prove that indentured servitude would disappear as a result of the changes during this time period.

Graph from lecture labeled well.







2. Economic Historians look at the Treaty of Tordesillas as one of the root causes behind the colonization of North America by the British.  How are the treaty and colonization connected?  Explain in detail. (5 points)

With the treaty, spain was given full rights to the Americas where they plundered gold and silver.  With this wealth, they were able to become very powerful in Europe.

The other nation states began to realize the importance of accumulating gold and silver.  They could use trade (increasing exports and decreasing imports) to accumulate their own wealth.

Colonization allows a country to gain resources that are not available in the home country in order to generate more exports and substitute for goods that had been imported.








3. Chartered joint stock companies had a short life in the North American colonies.
Charter: monopoly trading right given by the Crown to a Joint stock companies 
a. Describe a joint stock company? (4 points) sini

A joint stock company is when many investors put up money for a project.  They get the profits based on how much money they invested.

It used the charter to establish a colonial foothold. They started a colony with laborer and families they brought over. They had an exclusive right to that area of land and the profits generated there because of the Charter


Problem with establishing colony:
1. High fixed cost and profit could take years to be made
2. High risk


b. What problems did a joint stock company solve in the colonization process? (4 points)


This solves the problem of the need for very large sums of money over long periods of time necessary for creating a colony.




c. What issues within the colonies existed as a result of the way that joint stock companies were organized? (4 points) disadvantage


The colonists were usually paid using “planter’s shares” after 5 years.  As each of the colonists got an equal portion of the profits regardless of the work that they put in there was laziness and infighting and little land improvement.
Low life expectancy which only two years after the settlement 


d. How did the colonists reorganize their colonies in order to solve those problems? (4 points)

[bookmark: _GoBack]

They focused instead on private land ownership. 

In 1614, each settlers was guaranteed 3 acres of lands. In 1618, because of the headright system, settles got 50 acres for paying his way and 50 acres for person who pay for.

This creates a good incentive since standard of living was tied to productivity



e. Currently, multinational companies are organized across countries.  What lessons can a multinational corporation learn from the failures of joint stock companies of the colonial period?  Explain. (4 points) (unsuccessful)


Be careful to let the people in the country where the subsidiary is located make the decisions that require local knowledge.  Many of the investors in England attempted to control the decision making in the colonies.  Because they didn’t understand the environment they often side tracked colonial efforts. 


4. Slavery existed in the North American colonies.
a. Where was slavery most common?  Which colonial region? (4 points)

The South.




b. Why was slavery found primarily in this region and not in the rest of the colonies?  Explain in detail. (5 points)

This was where tobacco was grown successfully.  

There were economies of scale in tobacco.  The plantations with the most land and slaves were the most profitable.

The rest of the colonies supported grain or very little agriculture.  These were not labor intensive year round and therefore slavery did not increase the profitability of this agriculture.

5. The American Revolution was a turning point in our nation’s history.  Many causes have been cited, some with more weight than others.
a. Did the Navigations Acts cause the American Revolution?  Answer the series of questions below:
i. What were the Navigation Acts?  Explain in detail. (4 points)

The navigation acts required that trade was carried in vessels built, owned, and commanded by English or colonists manned by crew of at least ¾ English or colonial.

Foreign trade had to be conducted through England

Certain goods were allowed to be exported only to England.


ii. How were the Navigation Acts a direct result of the mercantilist philosophy of the time?  Describe mercantilism in your answer. (4 points)

The navigation acts put the British in charge of all international trade.  They could be sure that the colonies where increasing the exports and limiting the imports of the empire with these rules in place.






iii. Did Paul Thomas believe that the Navigation Acts caused the American Revolution?  Explain his argument graphically and in words.  (6 points)

We don’t believe they had a huge impact.  The only impacted less than 2% of income per capita which was not a big deal.  However, they could have been used symbolically to upset the colonists.


He calculated the loss in producer surplus across all exports that faced higher transportation costs and loss in consumer surplus as a result of more expensive imports or goods that the colonists would have to spend more on the goods from an empire source than they could get from a source outside the empire.



b. How did the aftermath of the French and Indian War cause the American Revolution?  Answer the series of questions below:
i. What was the French and Indian War? (4 points)

Territorial disputes between the French and the British.  The native American tribes often sided with the French.

ii. Explain the main concern (focus) of the British after the war?  (4 points)

Raising money to pay off a lot of the debt that the war created. Therefore, they need colonies to contribute more in terms of taxes.



iii. Explain the main concern (focus) of the colonists after the war?  (4 points)

They wanted the land to the west now that the French were gone.




iv. Explain how the collision of these concerns caused the American Revolution? (5 points)
The British were busy imposing taxes at a time when the Colonists didn’t believe they needed the help of the British anymore.  They also felt that the British weren’t allowing them to take what was rightfully theirs (what they fought for).






c. Egnal and Ernst argue that there were three main developments in society that, when combined with post-1763 British policies, led to revolution.
i. Explain the three main social developments. (9 points)
Development of an elite class made up of merchants and wealthy landowners in the North and Merchants and planters in the South.  

They were powerful, self-aware and had an ideology that united them.  They had asserted autonomy on local issues with success.


There was a development of the poorer sort in the city and less wealthy landowners into a group that articulated their own interests and questioned assumptions regarding politics and the social structure.


There was growth in Atlantic trade that led to 

merchants fearing for their survival (given the direct relationships between buyers and producers between Britain and the Colonies), 

greater impact of recessions and depressions in England on the colonists’ economic life, and 

frustration on the part of the tobacco farmers given the power wielded by the Glasgow Tobacco Houses.

ii. How did these developments set them up for a revolution? (4 points)

The people felt they were losing control of their economic destiny.  They elites felt powerful and autonomous and the poorer folks were willing to follow them.  They went to fight for control over their economic future.

iii. Describe one of the post-1763 policies that sparked the revolution and its impact? (5 points)
Stamp Act – Required contracts, playing cards, newspaper etc… to carry a stamp that cost money.  It was an internal tax where the colonists believed that the empire did not have control (instead of a tax that directed trade which was part of the establishment of the colonies).  
Townshend Acts – taxes on tea, paper, red and white lead and established a court for trying smuggling cases.  
Tea Act – triggered the boston tea party which triggered the intolerable acts.  This made the British look dictatorial and unfair which rationalized much of the anti-British sentiment.


d. The students protesting in Hong Kong over the last few months attempted to make elections in Hong Kong more democratic.
i. Do you believe the protests are part of a social development that will one day lead to revolution or were they a potential spark that could have led to revolution?  Explain your argument in detail. (4 points)

A well explained argument gets full credit.









6. Many countries that participated in the “Arab Spring” have failed to realize the progress that they had hoped would follow their various revolutions.
a. How did the period following the American Revolution help solidify the hopes of the Revolutionaries?  Describe Jefferson’s Embargo in your answer. (4 points)

Because of the wars in Europe, trade expanded.  This rapidly grew the economy of the new United States.  The US chose to be neutral in the war between the British and the French.

The British asked that all neutral trade go through England, the French said they would capture any ship that complied with the British law so Jefferson stopped all US trade to Europe. The Embargo that followed led to a focus on developing US manufactures.  This was also good for long run growth.  







b. How did the period following the “Arab Spring” destroy the hopes of many of the revolutionaries from these Arab countries? (4 points)

There was an economic downturn.

Failed leadership.

Lack of democratic institutions

The people felt that they did not have control over their own economic destiny. In the past, Britain was trying to regulate and control so many aspects of their economic activities

A well explained answer receives full credit.
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1.  Describe the aspects of economic history that make it different from traditional history?  At least two distinct reasons should be explained. (6 points)
a. It uses economic theory to study economic history
b. Uses data from the time period to understand the event
c. Tried to predict the set up to an event, “why did it happen”, what were the conditions that set up the event.
d. Try to look at what factors were MOST important for an event to occur.




2. Various events led to the colonizing of North America by the British.
a. How was Northern Europe preparing themselves to become more important in the global economy during the 1400’s to 1600’s? Explain two big changes that set them up to be important in the global trade of the 1600’s and 1700’s. (6 points)
i. Good rule of law
ii. Established safe and secure transactions
iii. Plague wiped out much of the population, recovering population started new.
iv. Property rights well established
v. New commercial ventures attempted





vi. Does the US do a good job today with i. and ii. above?  Explain?


state what you believe is true and then support it and give an example or some support.




b. What is mercantilism?  How did it contribute to the colonization of North America (be very specific) (6 points)
i. Mercantilism
Mercantilism is using trade to get gold and silver (creating winners and losers).  By promoting exports and restricting imports one can use trade to amass wealth.


ii. Contribution
Colonizing a region that is rich in resources that your own country is lacking, a country could replace imports from abroad with the colony products and produce additional export products with their resources.  This reduction in imports and increase in exports helps them achieve their mercantilist goals of a trade surplus.


7. Chartered joint stock companies had a short life in the North American colonies.
a. Describe a joint stock company? (4 points) 

A joint stock company is one where many people invest in one firm and share the profits based on what percentage of the startup money they invested. 


b. What problems did a joint stock company solve in the colonization process? (4 points)
The advantages were that it allowed very large sums of money to be raised and the shares could be traded so investors would not have to tie up their money for long periods of time.



c. What problems within the colonies existed as a result of the way that joint stock companies were organized? (4 points)

The disadvantages were that they gave the workers “planter’s shares” which discouraged land improvements, caused infighting.  In addition, there was absentee control from England (the investors) where they would try to tell the colonists what to do but had no knowledge of the conditions facing them.




d. How did the colonists reorganize their colonies in order to solve those problems? (4 points)

They established property rights in the colonies.



e. Currently, multinational companies are organized across countries.  What lessons can a multinational corporation learn from the failures of joint stock companies of the colonial period?  Explain. (4 points)


Absentee control from afar can be destructive.  It is important to let the people in the community have good input on how goods are produced/sold/distributed

Be sure that you are compensating your employees on the work that THEY do.  Give them a vested interest in making the company successful.

3. There were characteristics special to the workforce in the colonies.  What was indentured servitude and how did indentured servitude impact the productivity of the workforce?  Why, according to Gallenson, was it no longer popular on the eve of the American Revolution?  
a. Definition of indentured servitude (2 points)
Shippers would pay the way of a worker, they would sell an indenture contract upon arrival to a planter or merchant in need of labor, the worker would work until his passage was paid


b. What was the impact of indentured servitude on productivity in the colonies, why? (4 points)
More productive
1. The indentured servants were primarily male
2. The indentured servants were primarily young
3. The indentured servants were at the peak of their productive ability
4. The indentured servants were relatively literate

















c. Why did it disappear? (give a graphical answer as well as an answer in words) (6 points)


The increase in wages in England, shifted left the indentured servant supply curve, the decrease in ocean shipping costs shifted the indentured servant supply curve left and the slave labor curve down.  Also, there were family members in the new world that could help relatives pay their way, which shifted the indentured labor supply curve left.  This gives the results that we saw.  No more indentured servitude in the colonies on the eve of the revolutionEuropeans willing to be indentured
Free Labor
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d. Do you believe that the workforce in the US today is productive relative to the rest of the world?  How? (2 points)

give a characteristic and why you believe that would make us productive.

4. What were the main economic activities of the three main colonial regions?  How did this these activities contribute to the overall social structure of these regions? (9 points)
a. New England
There was subsistence agriculture and shipbuilding and shipping.  Slaves were not used.

a. Middle Colonies
Wheat (most important) but also had barlet, rye, and corn
There wernt economics of scales specifically because wheat is only labor intensive during planting and harvesting. Therefore, the use of slavery is not necessary

They specialized in grain which meant there were few slaves and many small farms.

b. Southern Colonies
Primarily tobacco was planted.  Because of economies of scale in tobacco there were large plantations with many slaves.




5. Intensive, or productivity, growth was not the main engine of growth but it existed in the colonial period.  Explain two examples of significant productivity growth in the colonial period that we discussed in class.  (6 points)
a. Shipping/Shipbuilding saw rapid economic growth. – ships no longer carried guns, cargo holds became more specialized, learning by doing at the ports etc…



b. Tobacco saw rapid economic growth – Better irrigation, we saw prices fall and output rise.





6. How did the French and Indian War impact the relationship between the British and the Colonists (explain three different impacts)? (9 points) 
a. Impact 1 – 


The British wanted colonists to pay more of their share given that the debt doubled as a result of the French and Indian War.

a. Impact 2 – 
Colonists no longer felt that they needed the British given that the French were gone.  

b. Impact 3 -  
The colonists had asserted autonomy with success during the war and felt that they had confidence and power.















7. We learned in class that Egnal and Ernst believed that there were three main developments in colonial America that, combined with post-1763 British Policies, sparked the American Revolution.  Explain these three main developments and name and describe three post-1763 British Policies (taxes/acts).  In your description of the developments and the policies be sure to include why these would lead to revolution. (24 points) 


Development 1 - Development of an elite class made up of merchants and wealthy landowners in the North and Merchants and planters in the South.  

They were powerful, self-aware and had an ideology that united them.  They had asserted autonomy on local issues with success.


Development 2 - There was a development of the poorer sort in the city and less wealthy landowners into a group that articulated their own interests and questioned assumptions regarding politics and the social structure.


Development 3 - There was growth in Atlantic trade that led to 

merchants fearing for their survival (given the direct relationships between buyers and producers between Britain and the Colonies), 

greater impact of recessions and depressions in England on the colonists’ economic life, and 

frustration on the part of the tobacco farmers given the power wielded by the Glasgow Tobacco Houses.

The people felt they were losing control of their economic destiny.  They elites felt powerful and autonomous and the poorer folks were willing to follow them.  They went to fight for control over their economic future.

Sugar Act – Reinforced tax on sugar and molasses produced in the colonies as well as a restriction on exporting rum , angered the merchants who made their money brokering these trades.


Stamp Act – Required contracts, playing cards, newspaper etc… to carry a stamp that cost money.  It was an internal tax where the colonists believed that the empire did not have control (instead of a tax that directed trade which was part of the establishment of the colonies).  ( in particular really upset the lawyer and printers )

Townshend Acts –  attempt to raise revenue by taxes on tea, paper, red and white lead and established a court for trying smuggling cases.  

Tea Act – triggered the boston tea party which triggered the intolerable acts.  This made the British look dictatorial and unfair which rationalized much of the anti-British sentiment.
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. In general, the highest grades will be given to clear and precise answers.  Use your time wisely, and good luck.  You will be given one hour and twenty minutes to complete the exam.  When I ask you to “describe” or “explain”, I will expect an answer that any non-economist can understand.

8. Mercantilism drove the European colonization of the area we now know as the eastern United States. (background)
a. Explain what drove the Northern Europeans to begin colonizing the “new world”.  What was happening in Europe that gave them the desire to colonize? (6 points)


· Commercial revolution in nation states of Italy around 1300
· Spain had found gold and silver in the new world when Colombus finds America giving them power by plundering America
· Portugal also discovers Cape of Good Hope after sending Diaz o access trade routes to India
· Thus, it gives a lot of pressure to other Northern Europe to find their land to colonize to get more gold and silver. In the result, they, one of the examples, British finds North America.

British, also want to accumulate wealth by exporting more to get more gold and silver to compete with Spain and Portugal so they establishing rule of law and colonize America to access a larger market to access a larger market and to get raw material.

Colonize place can sell your stuffs to get more gold and silver. Also, provide natural sources that mother country does not have.

Colonizing could give them direct access to gold/silver if they found some
	Colonizing could give them more exports and less need to import which means gold/silver
	Colonizing in a region with different resources than their own means they can substitute for goods previously imported and generate different exports.

b. Explain why the English dominated North America instead of the French or the Dutch. (2 points)

More English came to the New World.  Larger numbers made all the difference
Britain made it easier for people to come and settle with their families
Britain had a stronger navy

Motivation: 
-religious freedom
- more land in America and land ownership
- economic opportunity
- sovial status
- a large amount of freedom opportunity
- resources not found in England

c. Explain the two most important advantages of the Joint Stock Company in the colonization process. (4 points)
i. The companies were able to generate an extremely large dollar amount.

ii. The companies were able to get investors comfortable with waiting a long period of time before they received profits.




d. Do we still use this type of organization today?  What are the advantages? (4 points)

We do use these types of organizations (Various global stock markets trade the shares of these firms)

The advantages include gathering large quantities of money for investment, can be held for long or short terms, great ideas can be funded, there is a way for investors (even small ones) to participate in a country’s or global growth… a well explained answer.


e. What were “planters shares”? (4 points)

After 5 years in the colonies the workers would be able to share the profits 

equally among themselves

f. Explain the disadvantage of using planter’s shares to incentivize the colonists? (4 points)

Because profits would be shared equally regardless of effort they led to:

Infighting, laziness, lack of investment into the land


g. What are the lessons that a country/state/city government can learn from this aspect of colonial history? (2 points)

Be sure that property rights are well secured, without them, there is little incentive for workers to be as productive as they could be.


h. What are the lessons that a firm or company can learn from this aspect of colonial history? (2 points)

Proper incentives for a worker whether monetarily or in shares is important 

For a multinational company, be sure to listen to the workers that are actually in the foreign country instead of thinking that you know everything from far away.

9. Labor markets are incredibly important for the health of an economy.  Many believe that the colonial labor market was special (more productive) than the labor market in England.
a. What were the causes of labor market growth in the colonial period?  Describe each in turn.  This should not be a two word answer.  Please explain the details. (6 points)

The population grew initially as a result of immigration.  Boatloads of people coming from England fed the population.

Natural growth eventually took over population growth.

Birth rates were incredibly high, Death rates were relatively low

However, Native American population is declining due to disease and destruction that was brought by the settlers ( originally around 300,000 and by eve of the revolution only leses than 100,000 are left in colonis)


b. Given what you have seen in class and heard on the news, do you believe similar forces are driving the growth of the labor force today? (3 points)

There is some influx of immigration which is providing some growth in the labor force but this is slowing with recent legislation limiting immigration of both skilled and unskilled labor.

Birth rates are relatively low as are death rates.  Natural growth is probably not making a large impact on population growth.

c. Explain the definition of indentured servitude. (4 points)

Indentured servitude is when a worker has their transportation paid in exchange for working for a set number of years.

Indentured servitude: this is when  laborer under a indentured contract, which they have to pay off his debts to the shipping company that paid for his voyage to the new world)

Specifically, a shipper will sell a contract to an individual in England that is willing to work for their ticket.  The shipper then sells this contract upon arriving in the new world to a planter or merchant.  The worker then works for the planter or merchant for th amount of years outlined in the contract.

d. Explain the factors that made Galenson believe that indentured servants were particularly productive? (4 points)

It contributed to the productivity in the LF since indentured servants were mostly young males in their life teens and early 20’s that were at peak productive capacity. Further, the cost of raising them was also borne by England, and they spent their productive years in the colonies

These workers were more likely to be:
Male
Late teens or early 20s 
Peak of their productive ability
Relatively literate

e. Given what you heard in class, do you believe that the religion of many of the colonial workforce influenced their productivity?  Explain. (4 points)
Yes, the religious dissenters put value on the accumulation of wealth and property in their religion, which the divine right to seek profit lead to productivity. For example, Plymouth Company (1620) and the MA Bay Company (1630). Its people wanted to work to make the community better for everyone.



No, the connections given by the sociologist Max Weber were vague at best.  There are plenty of countries that are very productive that practice Catholicism or another religion that emphasizes depriving yourself of comforts.







f. Explain two aspects of the current US workforce that make us particularly productive. (4 points)
i. Flexibility puts us in a position to move to new positions as technology eliminates the positions we are in.
ii. Ability to learn to things because the global market place is changing so fast.
iii. Ability to work with technology so that we can talk to the machines that help us in the world
iv. Access to higher education where we can get the technology, flexibility and learning tools…
v. An answer well explained that connects to what we know about our workplace.

g. Would these characteristics have been helpful during the US Colonial period?  Explain. (2 points)
Depending on your answer above.  You need to connect it to the fact that agriculture was the main economic activity where some of these skills would be very helpful and some (like technology) wouldn’t really apply.  There was not much technology growth during this time period.

10. Changes in the workforce eliminated indentured servitude.  By the end of the US Colonial period, indentured servitude was unimportant.
a. Explain three of the factors that led to the decline of indentured servitude in words.  Explain how would each of these factors impact Galenson’s model that we saw in class?  What moved or shifted. (9 points)

i. Decline of ocean shipping costs – downward shift of the slave labor supply curve and leftward shift of the indentured labor supply curve.



ii. Increased wages in England – leftward shift of the indentured labor supply curve.




iii. The ability of the family in the colonies to pay the way of the family members still in England – leftward shift of the indentured labor supply curve.





b. Show, on two sets of axes below, how the model changed from the beginning of the US Colonial period to the end of the US Colonial period.  Label all axes and lines/curves carefully. (6 points)
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c. Is Galenson’s argument a good example of cliometrics?  Explain. (4 points)

Yes!
It uses economic modeling and

Data about the period to make an argument for an historical outcome






11. The colonists did a good job specializing during the US Colonial period.  Describe the economic activity commonly found in the various regions: (6 points)
a. New England – 
There was subsistence agriculture and shipbuilding and shipping.  




b. Middle Colonies – 
They specialized in grain.



c. Southern Colonies – 
Primarily tobacco was planted.  But there was also some rice, cotton and indigo




d. How did the economic activity impact the social structure in the New England colonies?  How did the economic activity impact the social structure in the Southern Colonies?  Explain how and why the social structure was different between the two regions. (4 points)
In New England you could say either:
There was subsistence agriculture and some shipping and fishing so overall we would not imagine that there was great inequality.  Everyone was just trying to get by.

You could also mention the fact that there was productivity growth in shipping and ship building during this period so there must have been some rich merchants.


The southern colonies saw large inequality land owners that were rich and workers that were enslaved and poor.  
There were economies of scale in tobacco which meant that 
large plantations with many slaves were the most profitable.










12. There are many stories told about the cause of the American Revolution.
a. Did the navigation acts contribute to the cause of the American Revolution?  Explain. (4 points)

Only a little if at all

When we add up all of the consumer and producer surplus lost as a result of the navigation acts it is only a small percentage of output per capita.

However, there was an impact that was greater in the south than the north but given that revolutionary ideas started in the south, we do not think the navigation acts were a big deal.

Mattered some because people did not feel in control of their economic destiny.

b. Did the French and Indian War contribute to the cause of the American Revolution?  Explain. (4 points)

This had a very large impact

British thought that the colonies should pay up after the war was so costly

Colonists thought that they no longer needed the British because the French were no longer there.

The colonists really wanted the land to the west after the war but the British were afraid of more fighting with Native American tribes.


c. Did the growth of trans-Atlantic trade contribute to the cause of American Revolution?  Explain. (4 points)

Yes, there was a larger impact of boycotts in the colonies as a result of the quantity of trade between the two regions.

Yes, the merchants were being cut out of trade deals as a result of the volume of trade and worried for their future survival.

d. Did the Stamp Act contribute to the cause of the American Revolution?  Explain. (4 points)

It sparked revolution because the colonists saw this as an:
Internal tax where the British had no authority
Angered printers and lawyers who effectively pushed for revolution
Made the elites feel out of control of their economic destiny.
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Below is a list of possible topics that could be on the exam and the details I find the most important.  It is not a comprehensive list of everything that could be on the exam but is a good representation of the types of things you should know.  Anything in the book and readings that was not mentioned in lecture will not be on the exam.  However, I recommend that you read the portions of the book covered in the lectures and the readings in order to get a solid understanding of the material.  

1. Be able to describe why understanding economic history is so important.
2. Know the definition of path dependence and be able to give an example of path dependence from the course.
3. Be able to give an example of how we can learn from economic history in order that we do not make the same mistakes.
4. Be able to define cliometrics and give an example of where it has been used in the course.
5. What was the background of the Northern European commercial revolution?
6. Be able to describe the Portuguese discovery of the Cape of Good Hope and the Spanish discovery of the “New World” along with the Treaty of Tordesillas.  How did these discoveries impact the other nation states of Europe? 
7. Know the definition of mercantilism and know what inspired this view of trade.
8. Be able to describe the link between mercantilism and colonization of the North American Colonies.
9. Why did the British end up the dominant European power in the North American colonies?
10. What motivated many English people to settle the North American colonies?
11. What was a charter and how did the joint stock companies use them when settling the new world?
12. What were the major problems of establishing a colony?  How did Joint Stock Companies surmount these problems and what additional problems did they create (be sure to understand “planters shares”)
13. How did the concept of private land ownership help the success of the colonies?
14. Be able to name a successful colony and an unsuccessful colony?  What was the basic story of these colonies?
15. What were the major sources of population growth in the colonial period?  Be able to describe the sources in detail.
16. What is indentured servitude?  How did it contribute to the productivity of the labor force in the colonies?  Why did indentured servitude end? (Be able to graph this and describe the graph in detail)
17. How did the religious affiliation of the colonists contribute to productivity, according to the philosophy of Max Weber?
18. What were the main economic activities of the colonists?  Be able to differentiate by region.
19. How did the mercantilist foundations of colonization determine the economic activities in the colonies?  Be able to name an example of an industry that was allowed in the colonies and an industry that was not allowed in the colonies.  What were the reasons that the industries were/were not allowed?
20. Be able to define the navigation acts.  Were they the reason for the Revolutionary War?  Be able to graph and discuss Paul Thomas’ argument.
21. How did the French and Indian War set up an argument between the British and her North American Colonies?
22. Be able to discuss the various taxes and their impact on the public sentiment in the colonies? (Sugar Act of 1764, Stamp and Quartering Act of 1765, Townshend Acts of 1767)
23. Do these motivations apply to the more recent revolutions coined the “Arab spring”?
24. Be able to compare this to trade today.  Is the U.S. a mercantilist?
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