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A Note on Using the
Encyclopedia

During the last half of the twentieth century, scholars have
tended to direct their attention away from economics to
focus instead on social and cultural issues. But it is important
for students and intellectuals to recognize the connection be-
tween economics and all other aspects of life. Without signif-
icant financial resources, the existence of which is determined
by economic policy, the federal government cannot address
social and cultural issues such as health care and Social Secu-
rity. The shift in national economic policy that occurred pri-
marily after the Civil War affected American life from immi-
gration and settlement patterns to the manner in which
business was conducted. The long-term effect of a specific act
or policy is often complex.

Designed as a reference tool for anyone who wishes to
learn more about the role of economic policy in American
history, the encyclopedia includes numerous entries dealing
with specific issues, longer essays that explore broader topics,
and selected primary documents. The first volume contains
more than 600 biographical and topical entries arranged al-
phabetically. The biographical entries provide brief but sig-
nificant details about key individuals and concentrate on the
specific role of each in U.S. economic history. Topical entries
describe events, court cases, legislation, and so on in the light
of their influence on the economic life of the nation.

Each entry in volume one includes references that lead to
more thorough information about the topic and a “see also”
section directing the reader to related entries in volumes one
and two.

In volume two, essays explore broader topics such as the
effect of economic policy on education, insurance, the judici-
ary, and science and technology. These in-depth essays ex-
plore topics from colonial times to the present. Also part of
volume two are selected primary sources—the various acts
and policies that have established economic policy through-
out U.S. history—and a comprehensive bibliography with
full citations. A list of biographical sketches of the contribu-
tors and a detailed subject index can be found at the end of
volume two.

The encyclopedia contains detailed information about
each economic policy act and about the individuals and de-
bates that shaped the formation of economic policies in the
United States from its infancy to the present day. Although
the materials are extensive, space prohibits the inclusion of
each individual or action connected to the process. This two-
volume set addresses the most prominent matters and pres-
ents thorough, yet easy to understand, accounts of issues that
continue to dictate both the domestic and foreign economic
policies of the United States.
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Introduction

The American Economy: A Historical Encyclopedia provides
detailed information about the formation and development
of economic policy throughout American history and de-
scribes its continued importance. Historically, economic is-
sues have played a prominent role in U.S. policymaking. Eco-
nomic policy has influenced social, cultural, political, and
economic events from colonial times to the present.

Economic Policy

Economic policy has shifted many times over the course of
American history. During colonial times, the British colonies
operated under a mercantilist system in which all trade ben-
efited the mother country. After the American Revolution,
the fledgling United States attempted to operate under the
Articles of Confederation, but the economic restrictions it
placed on the national government caused that system to fail.
Delegates meeting at the Constitutional Convention agreed
that the federal government must have the power to tax. A
decision to tax only imports, not exports or direct income,
proved to be decisive in the development of domestic indus-
try. Congress passed revenue tariffs (taxes on imports) during
the early years of the Republic; after the War of 1812, a shift
to protective tariffs occurred. These tariffs continued to in-
crease reaching their apex during the Civil War under the
Morrill Tariff. After the Civil War, tariff rates remained high,
ensuring the rise of big business that did not have to compete
against foreign manufacturers. The extreme wealth accumu-
lated by captains of industry such as Andrew Carnegie and
John D. Rockefeller stood in sharp contrast to the poverty of
many Americans, especially new immigrants who crowded
into tenements in major cities in the North and East. Public
awareness of this economic inequity resulted in a movement
to replace the tariff as the primary source of tax revenue with
a direct personal income tax. However, Congress lacked con-
stitutional authority to institute such a tax unless the states
passed a constitutional amendment to allow direct taxation.
Republicans finally agreed to lower the tariff rates if the
amendment passed, thinking that the states would fail to pass
it. The plan failed, and ratification in 1913 of the Sixteenth
Amendment opened the door for direct taxation—a shift

Xix

that has influenced capital accumulation, investment, and
personal savings ever since.

After reducing the tariff rates and increasing personal in-
come tax rates, Congress once again increased import duties
because of World War I. After that conflict, European coun-
tries that had been carved out of the old empires raised their
tariff rates to protect their own industries. Consequently,
trade slowed at the same time that the U.S. stock market col-
lapsed under the burden of overvaluation of company worth
and market overstimulation due to purchases on margin.
Within nine months of the crash, Congress passed the Hawley-
Smoot Tariff, which raised tariff rates to a record high. Mean-
while, the Federal Reserve Board increased interest rates, con-
tracting the money supply. The net effect was a prolonged
depression that finally ended when the United States entered
World War II.

The Great Depression and World War II mark a shift in
U.S. economic policy. President Franklin D. Roosevelt fol-
lowed the economic philosophy of John Maynard Keynes,
who advocated deficit spending during periods of financial
difficulty. Deficit spending would allow the federal govern-
ment to initiate programs that politicians had traditionally
shunned. For the first time, the federal government assumed
the role of employer to thousands of the country’s unem-
ployed workers. Programs like the Civilian Conservation
Corps and Works Progress Administration created jobs. So-
cial Security was established to promote early retirement and
so open up jobs to younger workers. In addition, the federal
government funded projects such as the Rural Electrification
Administration and the Tennessee Valley Authority to im-
prove the lives of Americans in rural or poverty-stricken
areas.

Welfare

From the 1930s to the present, the federal government has in-
creasingly used economic policy to deal with social and cul-
tural issues. In the immediate post~-World War II period,
Americans experienced an unprecedented period of prosper-
ity because of the accumulation of personal savings and the
expansion of industry during the war. But by the 1960s, it was
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apparent that although most Americans’ standard of living
had increased, African Americans and other groups had
fallen deeper into poverty. President Lyndon B. Johnson at-
tempted to correct the problem by using tax revenues to fund
a new welfare state—the Great Society, which had programs
ranging from Head Start to Medicaid that supported health,
education, and community development. The Great Society
redistributed the wealth but also created a group of people
who became dependent on the federal government. After
several decades, states including Wisconsin began to experi-
ment with ways to eliminate this dependency on welfare. As
of 2003, the number of people on the welfare rolls has
dropped because similar efforts have also been undertaken
at the federal level. This change in economic policy led to a
drop in the number of births to unwed mothers and the
number of abortions.

Education

The field of education has traditionally been the bailiwick of
local and state governments rather than the federal govern-
ment. By the second half of the twentieth century, however,
the federal government had become a major participant in
the education arena. After World War II, Congress passed the
Servicemen’s Readjustment Act (also known as the G.I. Bill),
which gave returning veterans the opportunity to attend col-
lege at the government’s expense and even to receive a small
living allowance to help support themselves and their families
during the process. As a result, during the 1950s and 1960s
the number of professionals such as engineers, accountants,
business executives, lawyers, and doctors increased dramati-
cally. During the 1960s, Congress approved financial aid pro-
grams that gave all Americans, including those from poor
families, the opportunity to attend college. By 2000, more
Americans had attended college than ever before.

Settlement Patterns
Through various acts and economic policies, Congress has
influenced settlement patterns. After the American Revolu-
tion, when the nation operated under the Articles of Confed-
eration, the government began to encourage the settlement of
the old northwest territory, which at the time encompassed
the Ohio Valley region. Thomas Jefferson proposed surveying
the land into townships and selling property to Americans in
160-acre parcels. Initially only wealthy investors could afford
to purchase the land, and they then subdivided the properties
into smaller farms and sold them. No credit terms existed be-
tween the government and the purchaser. The land sold very
slowly, but gradually the population of the region increased.
After the purchase of the Louisiana Territory from France

in 1803, Congress attempted to pass legislation to allow
homesteaders to claim 160 acres of federal land in the newly
acquired territory. The debate over the expansion of slavery
prevented the passage of such legislation. Finally, during the
Civil War, the Northern Republicans in Congress passed the
Homestead Act of 1862, which encouraged western migra-
tion. During the 1870s Congress passed two additional acts—
the Timber and Stone Culture Act and the Timber Culture
Act—that helped more Americans claim land in the western
part of the country. By the 1900s the federal government had
initiated a series of dam projects to help supply both farms
and cities with additional water so these communities could
grow. Cities like Las Vegas, Nevada, could have not expanded
without the water provided by the Hoover Dam. The govern-
ment continues to influence settlement patterns by awarding
contracts to employers like Lockheed-Martin and other de-
fense contractors who can entice workers into an area like the
Southwest by offering them jobs.

Although the government encouraged settlement of some
areas, it restricted the use of other land. Beginning in the
1880s, presidents began setting aside public lands as national
parks. Theodore Roosevelt set aside more land than all of his
predecessors combined.

Science and Technology

Government spending during wartime has led to many
breakthroughs in the fields of science and technology. In the
post—Civil War period, medical professionals explored the
cause of diseases and infections. By the 1900s army surgeons
had discovered the cause of malaria and the public learned
about germ theory. Wars also resulted in the development of
penicillin and other antibiotic drugs. During World War I,
Americans improved the airplane, and after World War II an
entire aviation industry developed. During the cold war, the
federal government funded the missile and space programs,
which yielded such inventions as the computer chip and
eventually the Internet.

Conclusion

All social, cultural, and political policies must be funded. The
economic policies of the federal government affect all aspects
of life in the United States. In the future, the nation will have
to choose which economic policy to implement in connec-
tion with such issues as population growth and the increas-
ing number of elderly citizens, which will place tremendous
strain on the health care system. These economic decisions
will affect the younger generation, which will have to pay the
taxes to support these programs, and will determine the fu-
ture history of this nation.
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A&M Records v. Napster Inc. (2001)
Court case that challenged federal copyright laws under
United States Code Title 17.

In 2000, A&M Records and several other plaintiffs filed a
civil case against Napster citing infringement of copyright
laws. Napster, utilizing the latest MP3 digital music compres-
sion technology, allowed members to share music at no cost
to the member. The founder, Shawn Fanning, established the
Internet website for the purpose of providing “samples” of
music from a variety of artists. When the recording industry
filed charges against Napster, attorneys for the defendant
argued that the company operated under the 1992 Audio
Home Recording Act that allowed for the noncommercial
reproduction of audio materials. Because Napster provided a
free service allowing members to share music, the company
argued that it complied with the existing copyright laws.
Attorneys for A&M Records and various other plaintiffs
within the music industry argued that Napster provided
access to copyrighted music that individuals could download
and then copy. The lower court ruled in favor of the plaintiffs,
and an appeal was filed with the Ninth District Court of
Appeals, which upheld the lower court’s decision but
returned the case to the lower court for the preparation of a
revised injunction against Napster. According to the 2001 rul-
ing, Napster must review its files and remove from its website
all copyrighted music if the owner of the rights to that music
objects to its use by Napster. Napster still retains the right to
appeal the decision to the U.S. Supreme Court, but given the
conservative nature of the Court, it appears improbable that
Napster attorneys will pursue that course of action.

—Cynthia Clark Northrup
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Acquired Immune Deficiency Syndrome
(AIDS)

A disease caused by a retrovirus that mutates so rapidly that
the B-lymphocytes and the body’s natural antibodies cannot
fight it off.

The introduction of AIDS (acquired immunodeficiency
syndrome) in the United States occurred primarily in the
homosexual and bisexual community. First diagnosed as a
disease in 1981, it results in the vulnerability of the human
body to disease and malignancies. As AIDS spread to include
hemophiliacs and individuals who required blood transfu-
sions, the public pressured the federal government for
research funding. Symptoms appear initially like the flu but
gradually develop into anxiety, weight loss, diarrhea, fatigue,
shingles, and memory loss. Transmission of the disease
occurs through the exchange of body fluids such as breast
milk, semen, or vaginal secretions or through the exchange of
blood and blood products. Kissing and the exchange of saliva
do not appear to transmit the disease nor do urine, feces, or
sweat.

The primarily economic implications of the disease
include the increased health care cost associated with the care
of AIDS patients as well as their medical treatments. As of
2002, physicians rely on three drugs—AZT (also known as
Retrovir or Zidovudine), ddI (Videx® EC brand didanesine
[delayed-release capsules]), and 3TC (Epivir® brand
Tamivadine)—to delay the spread of symptoms in patients. In
addition, another 30 alternative treatments are being tested.
The enormous cost associated with the development of a
cure for the disease has taxed the economic resources of pri-
vate foundations established for that sole purpose as well as
the federal government.

In the United States alone, the Centers for Disease Control
and Prevention (CDC) estimates that about 850,000 to
950,000 Americans are infected by the human immunodefi-
ciency virus, or HIV. HIV attacks the immune system cells.
All individuals with AIDS have HIV, but not all people with
HIV have AIDS. AIDS is a fatal disease caused by a rapidly
mutating retrovirus that leaves the victim susceptible to
infections, malignancies, and neurological disorders. Every
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year another 40,000 cases are reported. During the 1980s, a
massive public awareness program resulted in a decline in
new cases from 60,805 in 1996 to 40,766 in 2000. The major-
ity of the new cases have occurred in the African American
community—half of new cases among men and 65 percent
of new cases among women occur among this group. As of
the end of 2001, the CDC reported more than 467,910 deaths
from the disease.

As a result of the continuing crisis, the federal government
has appropriated millions of dollars for research. For the fis-
cal year 1999, Congress approved $110 million just for the
African American community. The total figure for research,
treatment, prevention, and educational programs amounted
to $4.87 billion. During the last year of the Clinton adminis-
tration that figure declined, but the incoming administration
of George W. Bush increased the budget for AIDS once again.

—Cynthia Clark Northrup
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Advanced Technology Office (ATO)
Office responsible for the integration of new and future tech-
nology into military systems.

In 1957, Congress created the Defense Advanced Research
Projects Agency (DARPA) in response to the Soviet Union’s
launching of Sputnik I. The Advanced Technology Office
(ATO), functioning under the authority and funding of
DARPA, conducts research and integrates advanced technol-
ogy into existing U.S. military systems. Researchers place spe-
cial emphasis on maritime, communications, special
operations, command and control, and information assur-
ance and survivability mission areas. The goal of the ATO
remains the most cost-effective use of technology to assist all
branches of the military to fight against existing and future
threats by outmaneuvering, gathering more intelligence, and
reacting more quickly than the adversary. Current ATO pro-
grams include the development of artificial intelligence
through the use of robotics, sensors, and satellites. Projects
include Airborne Communications Node; Antipersonnel
Landmine Alternative; Buoyant Cable Array Antenna; Center
of Excellence for Research in Oceanographic Sciences; Future
Combat Systems (FCS) Command and Control; FCS
Communications; Metal Storm; Robust Passive Sonar;
Submarine Payloads and Sensors Program; Tactical Mobile
Robotics; Tactical Sensors; Undersea Littoral Warfare: Netted
Search, Acquisition and Targeting (Net SAT); and
Underwater Fighter (LOKI). Additional programs such as the

Self-Healing Minefield system use the most advanced tech-
nology to prevent the breaching of minefields by the enemy.
Instead of creating a static minefield, the program creates a
dynamic minefield with the intelligent capability of physi-
cally reorganizing mines to prevent breaches by opposition
forces. Government funding of the research has produced
benefits for the American public as well because consumer
applications for the technology exist and because ATO
researchers continue to use high-tech devices developed by
the private sector, which receives public funding for its
research and development.
—Cynthia Clark Northrup
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Agency.

AEA

See American Economic Association.

AFDC
See Aid to Families with Dependent Children.

Affirmative Action

Legislative attempt to eliminate economic discrimination by
ensuring that blacks and other minorities play “on a level
playing field.”

Executive Order 10925, issued by President John F.
Kennedy, recognized the need for affirmative action. After
Kennedy’s assassination, President Lyndon B. Johnson pushed
the Civil Rights Act of 1964 through Congress. On September
24, 1965, Johnson signed Executive Order 11246, which pro-
vided for the enforcement of affirmative action, primarily in
education and jobs. The federal government attempted to
ensure that blacks and other minority groups played on a level
playing field when it came to promotions, salaries, school
admissions, scholarship, financial assistance, and participa-
tion in federal contracts. Although designed as a temporary
measure, affirmative action assumed permanency after the
introduction of quotas. (Racial quotas required employers to
hire a percentage of their workers on the basis of race.)

Affirmative action’s goals were met better in the educa-
tional realm than in the workplace. Colleges and universities
reserved a specific number of positions for disadvantaged
minorities, including women, under the quota system. As a
result, some white males who qualified received rejection
notices. In 1978, Allan Bakke sued the University of
California for accepting less-qualified students to its medical
school while refusing to accept him for two years in a row. In



the landmark case Regents of the University of California v.
Bakke, the U.S. Supreme Court ruled in 1978 that the inflex-
ible quota system violated Title VI of the 1964 Civil Rights
Act because it engaged in reverse discrimination. In 1986, the
Court heard a second case, Wygant v. Jackson Board of
Education, in which the justices ruled that white men could
not be dismissed to make room for women or minority
employees. The following year the Court heard United States
v. Paradise and issued an opinion that allowed for a one-for-
one promotion requirement—for every white male pro-
moted, one minority employee must be promoted.

The debate over affirmative action continued through the
1990s. The federal government initiated programs that would
economically support small businesses owned by women or
minority groups. Employers attempted to achieve a reason-
able diversity among employees without the rigid quotas.
Congress even tried, unsuccessfully, to pass an affirmative
action amendment to the Constitution, but the measure was
defeated in 1979 by a 171 to 249 margin. Affirmative action
has achieved some limited success—more women and
minorities have reached senior-level positions, and student
bodies in universities and colleges have become diverse.

Currently the U.S. Supreme Court is reviewing two cases
concerning affirmative action—Gratz v. Bollinger and Grutter
v. Bollinger—involving admission requirements or quotas
used by the University of Michigan law school. The outcome
of these cases will decide the future direction of affirmative
action.

—Cynthia Clark Northrup
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Affluence
Widespread prosperity.

A society in which a large proportion of members possess
purchasing power in excess of that required for any necessary
level of well-being is categorized as affluent. In an affluent
society, most individuals satisfy their basic sustenance, accom-
modation, and entertainment needs. Beyond that level, suffi-
cient wealth exists for many people to consume goods that
offer only trivial value. An affluent society has resources to
protect members from problems such as the loss of income
and extra expense due to unemployment and health crises.

With the availability of a wide range of goods, many of
which consumers do not need, producers are forced to create
a demand through marketing and advertising. Continued
economic growth requires the continuous creation of new
demands to absorb the ever-increasing volume of produc-
tion. Consumer purchases become increasingly influenced by
the marketing of brand images rather than specific products.

Even in the midst of affluence, an inequality of wealth
exists, with some people living in great poverty. As the
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requirements of producers evolve to take precedence over
those of consumers, individuals who lack enough disposable
income to afford the advertised lifestyle frequently buy on
credit, leading them to live beyond their means. Demands by
individual consumers, encouraged by marketing, may
increase at the expense of the public good. Consumers who
move to the suburbs for bigger, newer homes cause increased
poverty in the inner urban areas and a crumbling infrastruc-
ture in many of the formerly tax-wealthy cities. The tax bur-
den shifts to the expanding suburbs (for road, sanitation,
water, and other systems) and lessens the amount of tax
money available to major cities.

In the United States, the post-World War II era produced
a period of affluence beginning in the 1950s. Most Americans
realized an increase in disposable income, even though the
majority of women remained outside the workforce. Families
during this period purchased automobiles, homes in the sub-
urbs, and modern appliances. Poverty did continue but
remained overshadowed by the affluence of the majority.

During the 1960s it became apparent that not everyone in
the United States enjoyed a prosperous lifestyle. President
Lyndon B. Johnson attempted to address this disparity in
wealth through the Great Society program. However, a gap
continues to exist into the twenty-first century.

—Tony Ward
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AFL-CIO

See American Federation of Labor and Congress of
Industrial Organizations.

Agricultural Adjustment Act of 1938
Legislation signed by President Franklin D. Roosevelt on
February 16, 1938, that focused on the need for long-term
consideration of agricultural production and soil conserva-
tion as well as the prevention of potential drought periods.

The Agricultural Adjustment Act (AAA) of 1938 was
developed in 1937 as basic price-support legislation to
replace the recently discredited AAA of 1933. Title I of the act
amended the Soil Conservation and Domestic Allotment Act
of 1936, and Title IT authorized the secretary of agriculture to
argue before the Commerce Commission regarding freight
rates on agricultural commodities. The remaining three titles
addressed loans and parity payments (government funds
provided to farmers that help maintain a stable relationship
between the level of farm prices and the general price level),
cotton pool participation, and crop insurance.

The new act expanded the soil conservation features of the
1936 act with provisions for water conservation and erosion
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control in semiarid regions. The 1938 act sought to prevent
the displacement of tenants and sharecroppers. Title IIT of the
1938 act redefined parity prices, creating a more precise for-
mulation that included total interest payments and farm
estate taxes as well as freight charges and shifts in prices of
commodities. Congress also implemented changes in the
method of figuring allotments for individual farmers to limit
these to commercial growing areas.

This act provided the secretary of agriculture with three
measures for controlling major crop surpluses: (1) Payments
could be shifted from “soil-depleting” to “soil-conserving”
crops by farming operations termed “cooperators” (those
that limited production to established quotas); (2) the secre-
tary could announce marketing quotas; or (3) the secretary
could provide nonrecourse loans that enabled farmers and
growers to hold market crops until the farmer could sell
them at adequate prices. Congress authorized the secretary
to continue parity payments after receiving congressional
allocation of funds. The federal government sent these pay-
ments to cooperating producers to compensate them for the
difference between market prices and established parity
prices.

The AAA of 1938 included several other sections added as
amendments to ensure that the legislation passed Congress.
For example, Section 202 provided for four regional labora-
tories to conduct scientific research into new commercial
uses of farm products.

—1Lisa L. Ossian
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Agricultural and Mechanical (A&M)
Colleges

Postsecondary institutions established to promote the devel-
opment of the practical arts and sciences.

Agricultural and mechanical (A&M) colleges were formed
after the passage of the Morrill Land Grant Act in 1862.
Congress granted the states 30,000 acres of federal land for
each senator and representative that the state had in the
national legislature for the purpose of establishing A&M col-
leges. The main curriculum would concentrate on agricul-
ture, engineering, and home economics—the practical arts.
The act, passed during the Civil War, also required the estab-
lishment of a Reserve Officers Training Corps (ROTC) at
every land-grant institution. Most of the colleges imple-
mented mandatory participation programs, but after the
1920s, membership in the ROTC became voluntary.
Congress expanded the policy of assistance to A&M colleges
in 1887 with the passage of the Hatch Act, which made funds
available for research and experimental facilities. Additional

resources, allocated under the Smith-Lever Act of 1914,
extended agricultural and home economics research.

The study and development of a variety of crops and the
study of animal husbandry encouraged improved farming
techniques, which in turn stimulated the economy through
the increase in annual yield. But as farmers exceeded the
demands of consumers, prices dropped. Agricultural depres-
sions remained a recurrent theme from the late 1880s
through the 1930s until the United States sought markets
overseas and implemented domestic policies that included
farm subsidies. In recent years, A&M colleges have shifted
their emphasis to engineering. As of 1999, more than 10,000
universities and colleges, including 29 Native American tribal
institutions, have achieved land-grant status as agricultural
and engineering schools.

—Cynthia Clark Northrup
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Agricultural Credit Act of 1987

Legislation that authorized $4 billion in a financial assistance
for financially vulnerable institutions of the Farm Credit
System (FCS) and protected many farmers whose loans fell
delinquent.

Due to the 1980s farm crisis, which was brought on by
tight credit and plummeting farm land prices, the FCS expe-
rienced deep financial problems. The Agricultural Credit Act
required the FCS to establish a new Farm Credit System
Assistance Board to take over bad loans and supervise finan-
cial assistance to system banks for the next five years
(1987-1992). This board would allow these troubled institu-
tions to issue preferred stock eventually purchased by the
Farm Credit System Assistance Corporation. Troubled insti-
tutions could apply for this assistance when borrower stock,
which makes up most of their capital reserves, failed to cover
financial losses. The assistance board imposed several condi-
tions on the institutions receiving these loans; it had power
over debt issuance, interest rates on loans, and business and
investment plans.

The act also required the Farmers Home Administration
(FmHA) to modify delinquent loans to the maximum extent
possible to avoid losses to the government. It required the
secretary of agriculture to provide notice to each FmHA bor-
rower of all loan-service programs available. If foreclosure
happens, priority for purchasing goes to previous owners.
The secretary also releases income from household and oper-
ating expenses for farmers who apply for loan restructuring.

The law mandated that the federal land bank and federal
intermediate credit bank in each of the system’s 12 districts
merge. The 12 districts reorganized to allow for no fewer than
6 districts. This restructuring and consolidation allowed for



more efficiency. Finally, the act created a secondary market
for agricultural real estate and certain rural housing loans,
establishing a Federal Agricultural Mortgage Corporation
(Farmer Mac) within the FCS. System banks could package
their agricultural real estate loans for resale to investors as
tradable, interest-bearing securities. The Agricultural Credit
Act of 1987 saved the FCS and made it financially sound in
the 1990s. The FCS has continued to perform efficiently
through 2003 and has received high marks from auditors.
—T. Jason Soderstrum
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Agricultural Credit Improvement Act
of 1992
Bill to assist beginning farmer to acquire his or her own farm.

This act required the U.S. Department of Agriculture’s
(USDA) Farm Service Agency (FSA) to target a percentage of
its direct and guaranteed farm operating and farm ownership
loans to beginning farmers and ranchers. In 1992, the average
age of farmers had increased to 52 years of age. Twice as many
farmers were 60 or older as were under the age of 35. The
increased cost of farming since the 1970s and the farm crisis
of the 1980s had washed many younger farmers out of the
business.

To get the loans, the beginning farmer had to draw up a
detailed 10-year plan of action for his or her farm. Once the
USDA Farm Service Agency approved the plan, new farmers
became eligible for direct, subsidized, operational loans from
the FMHA for 10 years and federal loan guarantees for the
next 5 years. After 15 years, these farmers became ineligible
for the program. The federal government took up liability for
80 to 90 percent of these loans if they were defaulted on.

Another minor change in the law allowed banks, rather
than the Farmers Home Administration (FmHA), to decide
which farmers met eligibility requirements for this program.
Members of Congress believed that this would get money to
the farmer faster. The bill also called for special efforts to
make loans more available to those who are “socially disad-
vantaged,” including women.

—T. Jason Soderstrum
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Agricultural Government-Sponsored
Enterprises (GSEs)

Organizations federally chartered, but privately owned and
operated, that receive direct and indirect benefits from the
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government to improve credit availability and enhance mar-
ket competition.

Congress charters a government-sponsored enterprise, or
GSE, when perceived failures in private credit markets exist.
Congress established GSEs to improve credit availability and
enhance financial market competition in specific sectors of
the economy.

GSEs can access a direct line of credit to the U.S. Treasury
to achieve their goals, and Congress structures them so that
they benefit from an implicit federal taxpayer guarantee on
their obligations. The first GSE, the Farm Credit System, dealt
primarily with agricultural and rural sectors. It was created
by the Federal Farm Loan Act of 1916 (FFLA) and acts as a
network of cooperative lending institutions that operates as a
direct lender to agricultural producers, agricultural coopera-
tives, farm-related businesses, and rural residents. Another
GSE, the Federal Agricultural Mortgage Corporation, was
established in 1988 and acts as a secondary market for agri-
cultural and rural housing mortgages.

—Jonah Katz
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Agricultural Policy
The evolution of the federal government’s efforts to stabilize
agricultural markets.

The federal government had always maintained policies
designed to encourage the development of agriculture, but
not until the 1920s did it formulate policies to specifically
regulate fundamental market forces in the agricultural sector.

Intensifying urbanization at the turn of the twentieth cen-
tury generated increased demand for American farm prod-
ucts and subsequent improvements in the standard of living
for American farmers. World War I further stimulated this
expanding market as European allies began to depend on
American agricultural exports. However, this wartime
demand could not be sustained after the Armistice, and agri-
cultural prices fell precipitously.

As falling commodity prices began to trigger bankruptcies
in rural areas, Congress searched for the means to strengthen
agricultural markets. An alteration of the mandate of the War
Finance Corporation provided credit for farm exports; the
Capper-Volstead Act (1922) protected agricultural coopera-
tives from antitrust prosecution; the Fordney-McCumber
Tariff (1922) protected American farmers from foreign com-
petition. The most controversial of these efforts came with the
McNary-Haugen legislation. Beginning in 1924, members of
Congress attempted to legislate a price support system in an
effort to restore to farmers the purchasing power they had
during the prewar boom. This system would guarantee
domestic prices for key agricultural products and dump any
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surpluses on the international market. President Calvin
Coolidge’s two vetoes (in 1924 and 1928) of the McNary-
Haugen legislation sparked a debate over farm policy that
formed the groundwork for the New Deal’s approach to agri-
culture in the administration of Franklin D. Roosevelt.

The farm crisis that began after World War I continued to
deepen with the Great Depression. Under the New Deal, the
federal government responded with the Agricultural
Adjustment Act (1933). As it had done with the McNary-
Haugen proposals, Congress designed the AAA to guarantee
farmers a higher standard of living by enabling the federal
government to set prices for key agricultural products. Unlike
McNary-Haugen, the bill contained limits on agricultural
production. By the end of the 1930s, the government’s ability
to set minimum prices for agricultural products and to limit
the number of acres in production formed the core of federal
agricultural policy.

This effort to create stability in prices coincided with sup-
port for modernization. Under the Rural Electrification
Administration (REA), farmers in remote areas gained access
to inexpensive electricity. The REA encouraged diversifica-
tion by permitting extensive use of technologies, including
refrigeration, irrigation pumps, and storage ventilation sys-
tems. The federal government built dams and levees to con-
trol flooding. These initiatives worked to improve the
profitability of farming and raise the standard of living in
rural areas.

The goals of agricultural policy set during the New Deal
continued during World War II. As had been the case in
World War I, demand for agricultural production increased
tremendously. The federal government permitted farmers to
put more land into production temporarily to meet wartime
demand. However, at the end of the war, the government
quickly reined in production to prevent agricultural sur-
pluses that would have lowered commodity prices and farm-
ers’ income.

During the postwar period, efforts by the federal govern-
ment to prevent overproduction became complicated due to
continued improvements in farm technology. During the
Eisenhower presidency, the administration initiated two
major adjustments to compensate for this problem. Under
the Agricultural Trade Development and Assistance Act of
1954 (PL 480), farmers could export agricultural surpluses to
developing nations to alleviate food shortages. Exports under
PL 480 projected American influence abroad while absorbing
the surplus production of American farmers. To further limit
the growing stocks of grain and cotton, the government cre-
ated the Soil Bank, which permitted farmers to take land out
of production for conservation purposes. The Soil Bank ini-
tiated a long-term pattern in which overproduction was
curbed for reasons of ecological protection.

The construction of agricultural policy presented a
conundrum in the postwar era. The ideal of the family farm
permeated American culture, and the government remained
committed to creating the circumstances under which family
farms could provide a reasonable standard of living.
However, the costs of agricultural programs remained high.
As farmers made up a declining proportion of the American

population, price support systems became harder to legit-
imize.

During the 1960s, federal agriculture policy continued to
curtail surplus production and raise farm incomes, but it
placed greater emphasis on guaranteeing low food prices to
American consumers. The government dropped price sup-
port levels to reflect prevailing world market prices, not
domestic spending patterns. This action by the government
lowered food prices for American consumers and simultane-
ously pushed American farmers into more competition in
the international market. The political effort to link low food
prices and agricultural policy expanded under President
Lyndon B. Johnson’s Great Society, as the U.S. Department of
Agriculture (USDA) supervised the food stamp and free
school lunch programs.

The debate over farm subsidies intensified during the
1970s and 1980s, as American political rhetoric emphasized
the importance of lowering food prices and limiting spend-
ing on farm subsidies. The Agricultural and Consumer
Protection Act of 1973 reformulated the price support sys-
tem. Under this new “deficiency payment” system, crop prices
were compared with a USDA target price, and farmers
received compensation for any shortfall. The deficiency pay-
ment system continued to form the basis for federal agricul-
tural policy into the presidency of Bill Clinton, but it did little
to curb overproduction or raise income levels for family
farms. This failure was further complicated by increasing
public support for balancing the federal budget by cutting
spending for deficiency payments.

Dissatisfaction with the high costs resulting from federal
agriculture policy led to the passage of the Federal
Agricultural Improvement and Reform Act in 1996. The
product of conservative rhetoric supporting “freedom to
farm,” the new policy—designed to eliminate federal subsi-
dies and encourage diversification according to international
market demands—returned American farmers to a free mar-
ket system. The act marked the first legislative attempt to
abandon the direction of marketplace regulation initiated in
the 1920s.

—Karen A. J. Miller
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Agricultural Programs Adjustment Act

of 1984

Legislation that froze target price increases provided for in
the 1981 act; authorized paid land diversions for upland cot-
ton, rice, and feed; and provided a wheat payment-in-kind
(PIK) program for 1984.

Signed into law on April 10, 1984, this overhaul of the fed-
eral crop program sparked controversy between the adminis-
tration of President Ronald Reagan and members of
Congress from the farm belt. With Reagan’s approval, Senator
Robert Dole (R-Kansas) and budget director David A.
Stockman negotiated in private sessions to lessen federal
spending by freezing target prices. However, farm groups lob-
bied for more aid to help with the recovery from the previous
year’s drought. With the exception of certain wheat interests,
no one felt satisfied with the bill.

The act froze target prices so that the federal government
paid farmers the difference if crop market prices dropped
below a certain level (for example, $4.38 per bushel for
wheat) over the next two years. It also maintained 1985 tar-
get levels for corn, cotton, and rice and authorized an acreage
reduction program in which wheat farmers would take 20
percent of their land out of production to qualify for farm
program benefits such as loans and price supports. A wheat
farmer could receive compensation if he or she retired an-
other 10 percent of his or her land. A farmer could set aside
up to 20 percent more land and receive surplus wheat certifi-
cates (PIKs) at a rate of 85 percent of the expected yield. The
hope was that this would lessen the nation’s wheat surplus
and increase prices well above target prices.

The law also stipulated that lenders value farm assets
used as collateral for emergency disaster at their value prior
to the disaster. Direct loans for economic emergencies such
as drought, flooding, or falling land values increased by
$250 million in 1984, providing farmers with $600 million
in total loans ($310 million for direct loans and $290 for
guaranteed loans). The secretary of agriculture made emer-
gency loans available to farmers in counties touched by dis-
aster. The ceiling on Farmers Home Administration (FmHA)
farm operating loans increased from $200,000 to $400,000.
Finally, the act required the lowering of the interest rate for
the balance of rescheduled FmHA loans and the extension
of the time period for repayment from 7 to 15 years. As
awareness of the 1980s farm crisis deepened, subsequent
legislation changed many components of the law and
destroyed President Reagan’s notion of withdrawing federal
support of agriculture.

—T. Jason Soderstrum
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Aid to Dependent Children (ADC)
Mid- to late-twentieth-century government program that
provided financial assistance to poor families with children.

Aid to Families with Dependent Children 7

Aid to Dependent Children (ADC), later known as Aid to
Families with Dependent Children (AFDC), was a provision
of the Social Security Act of 1935. Although the impulse to
assist poor and orphaned children dates to after the Civil War,
no formal federal government program aimed at alleviating
poverty existed until President Franklin D. Roosevelt’s New
Deal. The Social Security Act called on states to develop plans
to aid the poor, with the federal government matching up to
one-third of these expenditures. The states had discretion to
determine income eligibility and benefits levels, but they
could not place a time limit on benefits or require recipients
to work.

Originally intended to enable poor widows to care for
their children, the program by the 1960s came to support
mostly unmarried mothers. In fewer than 10 years, from 1961
to 1970, AFDC caseloads nearly tripled. Several Supreme
Court cases decided in the late 1960s and early 1970s weak-
ened state restrictions that had blocked some from receiving
benefits, resulting in a further expansion in AFDC caseloads.
Lower courts built on these precedents to expand the concept
that citizens were entitled to receive welfare benefits, placing
the burden on government to justify eligibility restrictions.

AFDC became the primary method of providing cash
assistance to the poor for more than 60 years, and the term
became synonymous with welfare. Critics of AFDC claimed
that the absence of work requirements and time limits on
benefits established a precedent for relief that fostered a
culture of dependency. These concerns prompted several
attempts at reform in the 1960s and 1970s, including Presi-
dent Richard Nixon’s Family Assistance Plan and President
Jimmy Carter’s Program for Better Jobs and Income, but nei-
ther proposal passed Congress.

Passage of the Personal Responsibility and Work Oppor-
tunity Reconciliation Act of 1996 (PRWORA) eliminated the
open-ended federal entitlement of AFDC by establishing
time limits on benefits and by requiring recipients to work or
participate in job training. Under the PRWORA, the federal
government provided block grants to the states for the
Temporary Assistance for Needy Families (TANF) program.
Opponents of AFDC hailed the new measures and celebrated
the precipitous decline in welfare caseloads in the late 1990s,
while critics of the reforms of 1996 warned of rising poverty
in poor economic times.

—Christopher A. Preble
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Aid to Families with Dependent Children
(AFDC)
Welfare program in the United States intended to provide
financial assistance to low-income families.

Initially created in 1935 under Title IV of the Social
Security Act as Aid to Dependent Children, the program’s



8 AIDS

principal objective focused on preventing poor families from
placing their children in orphanages in exchange for direct
cash payments. The program was renamed Aid to Families
with Dependent Children (AFDC) in 1962, and the federal
government matched state funds for the program. Although
AFDC remained an entitlement of the federal government’s
budget, individual states determined eligibility and amount
of benefits received, resulting in significant variation from
state to state.

Typical recipients included single-parent families, espe-
cially unmarried mothers and their children. The basic eligi-
bility requirement was that a family include a dependent
child 18 years of age or younger, with an exception for 19-
year-old high school students. The child must prove U.S. cit-
izenship or possess a legal permanent alien status and must
lack financial support from one parent. Two-parent families
may receive benefits if one parent remains unemployed.

The American public perceived the ADFC program, cus-
tomarily identified within the larger context of the welfare
system, as flawed. It subsequently remained a target of bipar-
tisan criticism that culminated in varied proposals to reform
the system and to address the nation’s poverty problem.
These proposals typically sought to require the recipient to
work, to assume personal responsibility, and to become self-
sufficient. In 1988, Congress redefined AFDC through the
Family Support Act, a comprehensive reform initiative that
focused on employment rather than income support. Then,
in 1996, Temporary Assistance for Needy Families (TANF), a
component of the Personal Responsibility and Work
Opportunity Reconciliation Act, replaced AFDC entirely.
TANF differs from its predecessor on several levels. Primarily,
it perceives welfare as a temporary circumstance rather than
a lifelong situation, and consequently it establishes a five-year
time limit for benefits. In addition, the program receives
funding from federal block grants, which provide greater
flexibility to the states and allow them to address their indi-
vidual circumstances.

—John Marino
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See Acquired Immune Deficiency Syndrome.

Alaska
Forty-ninth state of the United States, known for the Trans-
Alaska Pipeline.

“Seward’s Folly” no longer has a place—if it ever did—in
the lexicon as a nickname for Alaska, given the actual and
potential reserves of Alaskan oil and gas, not to mention the
abundance of coal. The oil field at Prudhoe Bay, discovered

by Atlantic Richfield in 1968, has the potential productive
capacity of 10 billion barrels—twice as much as the next-
largest field ever found in the United States, that of East Texas
in 1930. As of 2000, the oil output of Alaska equaled 20 per-
cent of the nation’s yield.

During the global oil boom between 1973 and 1985,
Alaska gloried in its oil revenues—so much so, in fact, that its
legislature abolished the state’s income tax in 1979, when oil
prices neared their peak.

At the same time came the wrangling between oil compa-
nies and environmentalists over the proposal to build a
pipeline from Alaska’s North Slope 789 miles to the port of
Valdez. In support of this objective, a consortium of oil com-
panies formed, known first as the Trans-Alaska Pipeline
System and then as the Alyeska Pipeline Service Company.
The companies in the consortium saw the proposed pipeline
as the most desirable way of solving a major problem—trans-
porting the oil from Prudhoe Bay to distant markets.

Environmental activists protested the plan. They forced
the national government to implement the National Envi-
ronmental Policy Act of 1969, which called for an impact
statement to precede the issuance of permits. A federal dis-
trict court upheld this initiative by environmentalists when it
forbade the secretary of the interior to issue the necessary
permits.

The legal battle continued from August 1972 through
April 1973, and in April 1973 the U.S. Supreme Court upheld
a court of appeals decision, which delayed further the
issuance of permits. At the insistence of environmentalists,
the court of appeals had applied a provision of the Mineral
Leasing Act of 1920, which limited rights-of-way across pub-
lic lands to widths of 50 feet. The oil companies wanted
widths up to three times that distance.

Congress then intervened. After a period of protracted
debate, a bill finally cleared the Senate, then the House.
Signed by President Richard Nixon in November 1973 under
the title Trans-Alaska Pipeline Authorization Act, it permit-
ted construction—the result being the completion of the
Trans-Alaska Pipeline by 1977, which constituted an eco-
nomic boon.

For the future, Alaska looks to further development of its
petroleum resources, the mining of metals, tourism, and
overseas trade with Asia as bases for prosperity. After the ter-
rorist attacks on September 11, 2001, the administration of
President G. W. Bush stepped up efforts to gain support for
its proposal to drill for oil and gas in the Arctic National
Wildlife Reserve, but the Senate rejected the measure April
18, 2003. New initiatives have been proposed to drill on
Native American lands, but their future remains uncertain.

—Keith L. Miller
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Aldrich-Vreeland Act (1908)

Act meant to remedy perceived inadequacies of the U.S.
banking structure revealed during the bank failures and pan-
ics of 1873, 1893, and 1907, which occurred because of the
lack of regulatory federal legislation.

In January 1908, Senator Nelson Aldrich, Republican from
Rhode Island, introduced a bill to permit the creation of
emergency currency backed by state, municipal, and railroad
bonds. But the currency commission of the American
Bankers Association and other banking and merchant inter-
ests immediately opposed the Aldrich Bill, which many felt
simply raised the value of railroad bonds and thus benefited
the large eastern banks. In March, Aldrich—after meeting
with George Perkins, a representative of the J. P. Morgan
Company—removed railroad bonds as collateral for emer-
gency currency. By the end of the month, the Senate had
passed the bill. During the hearings in the House of
Representatives, overwhelming opposition arose. Yet many
wanted some type of regulation to prevent a financial panic
similar to that in 1907. Congressman Edward B. Vreeland,
speaking for the Republican caucus in the House, subse-
quently introduced a compromise bill.

Passed by Congress on May 30, 1908, the Aldrich-Vreeland
Emergency Currency Act made available $500 million in
emergency currency to certain national banks over the next
six years by allowing them to issue circulating notes. The bill
also allowed extra currency on bonds of towns, cities, coun-
ties, and states. But a graduated tax of up to 10 percent lim-
ited the issuance of currency. Moreover, the act established
the National Monetary Commission, composed of nine
members from the Senate and nine members from the House
of Representatives, to investigate the deficiencies in the coun-
try’s banking system. The commission, with Senator Aldrich
as its chair, appointed experts to study the history of banking
and the current condition of the industry in the United
States. The commission subsequently issued a 49-volume
report in 1911 that recommended the establishment of a
national reserve association with branches to act as a central
bank run by private bankers free of any real government con-
trol. The Aldrich-Vreeland Act preceded the Federal Reserve
Act of 1913, which established a stable banking system in the
United States.

—Steven E. Siry
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Alliance for Progress
Economic program designed to improve relations between
the United States and its southern neighbors, thereby com-
bating the spread of communism.

Shortly after John E Kennedy became president in 1961,
he appointed Adolph Berle to establish a commission to
investigate ways to improve relations between the United

American Economic Association 9

States and Latin American nations. This commission rec-
ommended expansive economic and social objectives that
became the center of Kennedy’s Latin American policy. In
August 1961, the United States and the Organization of
American States (OAS) signed the Charter of Punta del
Este, which formally created the Alliance for Progress. The
alliance would provide technical advice and financial assis-
tance to Latin American nations interested in upgrading
their economic positions, increasing their agricultural out-
put, and improving their systems of education and health
care.

The Alliance for Progress did not realize many of its stat-
ed objectives because of Kennedy’s short time in office (he
was assassinated in 1963), a lack of financial resources, and
growing distrust of the United States by many Latin
American nations. In the final analysis, the United States
spent $10 billion in an unsuccessful effort to limit the influ-
ence of communism in Latin America in the decade follow-
ing the Cuban Revolution and the Bay of Pigs invasion.

—James T. Carroll
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American Economic Association (AEA)
Organization of professional economists established in 1885.

Founded primarily by a group of younger professors led
by Richard Ely of Johns Hopkins University, the American
Economic Association (AEA) challenged the economic
orthodoxy of laissez-faire espoused by David Ricardo.
However, to attract membership from a wide range of aca-
demics (including the organization’s first president, the
Massachusetts Institute of Technology’s Francis Walker), the
organization soon adopted a policy concentrating on the
promotion of scholarly and scientific activities while stu-
diously avoiding partisanship and official positions on policy
issues. Although individual members have frequently signed
petitions and called for the government to adopt or alter spe-
cific economic policies, the AEA has consistently maintained
its stance of neutrality for more than a century—much more
so than professional organizations in other social sciences.
The association remains an open society, with no significant
membership restrictions such as nationality, education, or
ideology.

The AEA holds annual meetings at which economists can
socialize, present their research findings, comment on the
ideas of others, and search for jobs and job candidates. The
organization focuses on the dissemination of research find-
ings. The AEAs publications include the prestigious
American Economic Review, established in 1911, which
includes technical research articles; the Journal of Economic
Literature, established in 1963, which includes book reviews
and surveys of recent research; and the Journal of Economic
Perspectives, established in 1987, which aims to put economic
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research into the hands of college students and educated
readers.

Since its early days, the AEA has repeatedly provided
expert advice in the design and development of the census
and other government statistics. During both world wars, the
AEA played a notable role in organizing professional expert-
ise for government service. Presidents of the AEA have
included the profession’s most noted researchers—including
Nobel Prize recipients and governmental advisers.

—Robert Whaples
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American Federation of Labor and
Congress of Industrial Organizations
(AFL-CIO)

Largest labor union in the United States.

The AFL-CIO formed in 1955 when the American
Federation of Labor and the Congress of Industrial Organi-
zations merged. During the 1950s and 1960s, the AFL-CIO
concentrated on increasing the wages of union members and
on improving employee benefits. Collective bargaining, legal
under the Wagner Act, provided labor with a powerful bar-
gaining tool, and the prosperity of the times resulted in
employers agreeing to most union demands. However, by the
1970s economic stagflation (the coexistence of high unem-
ployment and high inflation) resulted in many workers being
laid off.

One of the most difficult challenges faced by the union
was that the Japanese automakers flooded the U.S. market
with their smaller, more fuel-efficient cars just when the
Organization of Petroleum Exporting Countries (OPEC)
placed embargoes on oil shipped to western nations. For the
first time, AFL-CIO officials petitioned Congress to raise tar-
iff rates on Japanese imports. Congress did not acquiesce to
an increase, because tariff officials agreed that Americans
wanted smaller vehicles and the Japanese had not engaged in
unfair trade practices. The AFL-CIO continued to pressure
the government, fearing the loss of American jobs. The
Japanese agreed to voluntary export restrictions and began
building plants in the United States to address the issue of lost
jobs. Since the late 1980s, the union has opposed free trade.
During the negotiating process for the North American Free
Trade Agreement (NAFTA), the AFL-CIO pushed for provi-
sions that would protect American workers and the environ-
ment and expressed its disapproval when Congress ratified
the agreement without such provisions.

—Cynthia Clark Northrup
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American Inventors Protection Act
of 1999
Act passed to modify existing patent law.

In November 1999, Congress passed the Intellectual
Property and Communication Omnibus Act of 1999. Title IV
of the act contains the American Inventors Protection Act.
President Bill Clinton signed the bill on November 29, 1999,
and it became effective in 2000. The American Inventors
Protection Act established a first-to-invent infringement
defense that allows inventors who have used the invention for
one year prior to the filing date of the patent to defend them-
selves against this purported infringement. This clause is
restricted to methods of doing business, not production or
methods of manufacture. The act also authorizes the publi-
cation of foreign applications after 18 months and requires
filers to make application to the U.S. Patent Office if they
wish to restrict publication of their application within a spe-
cific time period. If the applicant agrees to have the patent
application published, penalties for infringements prior to
the issuance of the patent remain restricted to a reasonable
royalty. In addition, Congress approved grant extensions of
patents due to delays arising from the Patent and Trademark
Office. The American Inventors Protection Act reduces
patent fees and restricts disclosure of sensitive military or
intelligence patent information. It also allows third parties to
challenge the validity of a patent but restricts the involvement
of third parties—they cannot participate in, nor will they
receive a full transcript of, the interview of the patentee, and
they cannot file a suit in civil court after the patent board
issues a ruling that upholds the validity of the patent.

—Cynthia Clark Northrup

References

Elias, Stephen, and Richard Stim. Patent, Copyright, and

Trademark. Berkeley, CA: Nolo, 2002.
See also Volume 2: Intellectual Property.

American Revolution (1775-1783)

Event that severed the political ties between Great Britain and
its 13 North American colonies, setting the stage for the
development of the United States of America.

In its Navigational Acts of the latter half of the seventeenth
century, England created a closed mercantile system designed
to control, regulate, and tax trade with its American colonies
and to ensure that New World wealth flowed back to
England. This system benefited the English state and econ-
omy, but for the American colonies it created problems, as
their specie (gold and silver coin used as money) flowed back
to England. As the trans-Atlantic trade flourished, the British
encountered difficulties enforcing the restrictions on their



distant colonies and failed to maintain a truly mercantile
closed system that benefited the mother country. The
American colonies quickly discovered that throughout the
Atlantic trading world, trading partners other than the
English were ready and willing to purchase their commodi-
ties. This illegal trade proved extreme