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Econ 113:  February 26, 2015 

• Distribution Networks 

– Franchises, Department Stores, and Chain Store Movement 

• Industry & Labor, a few facts I couldn’t resist sharing 

• Education 

– Background Data 

– High School Graduation Rates 

– Public Funding of Higher Education 

 

Note: I switched 2/26 & 3/3 topics 

Distribution Networks 

• Dealers 

– Assemble, repair, inform, sell 

– Work for 1 company only 

• Franchised Dealers 

– Begins late 1800s 

– Small businessman 

– Pays manufacturer for franchise license 

– “Not big business” but “locally owned” 
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Distribution, continued 

• Department Stores 

– With catalogs for rural customers 

• Chain Store Movement 

– Grocery chains, beginning 1859 with A&P 

– Growth, especially 1920s & 1930s 

– Fewer services 

– Lower prices 
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Postbellum Industry & Labor 

• Key industry:  machine tools 
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Postbellum Industry 

Efficiency      Cotton Picking        Regional Conflict         Postbellum South        Postbellum Mechanization         Terms of Trade 
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Steel Mill, 1900 
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But huge factories weren’t the norm 
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19th century Labor Markets 

• Wages usually "per day" 

• 10 - 11 hours/day 
through 1800s 

– 13-14 hours/day in 
Southern textile mills 

– 12 hours/day and 7 
days/week in steel mills 
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Most Industries Almost All Male 
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Women in the Labor Market 
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• Participation rates 
varied by race and by 
marital status 

• Women's wages about 
60 % of men's wages 
in 1920s 

Protecting – or limiting? – labor 

• Protective Labor Legislation 

– safety 

– hours 

• Protecting – or limiting? – children 

– 1880-1920, most non-Southern states made school attendance 
compulsory  

• Protecting – or limiting? – women 

– By 1897, in 15 states women's hours & occupations limited  
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Data source: 

http://www.infoplease.com/ipa/A0112617.html 

Education 

• Background facts: 

– 1910-1940 “high school movement” 

– increase in social capital and commitment to education 
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College enrollment up, 1890-1940 
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Why college enrollment up? 

• increased specialization by 
field 

• increased number of 
subjects taught 

• increased number of 
colleges 

– 1862 and 1890 Morrill Acts 
• Land grant colleges 

• 1890 Act adds historically 
Black colleges and universities 
in the Southeast 
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More Students in Public Universities 
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Economic issues 

• Private return to education 

– Should I go to school? 

 

• Social return (externalities) 

– Who should pay for school? 

 

• Explaining educational attainment  

– Do economic factors matter? 

1920s Bank Failures     Changing Business Environment         Marketing & Distribution          Education 

Why attend school? 
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Analysis:  Why Finish High School? 

• Assume two-period framework 

• Goal: max income 

– Decide by comparing discounted benefit with cost of education 
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Social returns? 

• Community cohesion 

 

• Inter-generational “transfers”  
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Variation in high 
school graduation 

rates 

1910 

1928 
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HS Graduation Rate Variation in 2010 
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What’s the story? 

• High school graduation rates 
higher in states with . . . 

– higher wealth 

– more car registrations 

– more elderly 

– less manufacturing 

– fewer Catholics 

 

• But regional differences 
remain 

 

Extent of Public Higher Education 

 

Education              Race Relations                   Race & Economics: Credit                  World War I                         

What’s the Story? 

• State support of colleges 
higher with 

– more mining, agriculture, or 
manufacturing 

– fewer Catholics  

– more car registrations 

– lower private enrollment 

 

• Strong regional differences 
remain 
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Analogical Reasoning 

• Is 1929 funding of higher education a good & relevant 
historical analogy for today’s public policy issue of public 
college & university funding? 

• What variables are suggested by Goldin & Katz’s work?  
What additional variables might we want to consider? 


