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ABout core Toplc culde

Core Topic Guide is a four book series designed to provide
intermediate to advanced English language learners with essential background
knowledge for all major subjects appearing on the Next Generation TOEFL® ¢BT) test.

The Core 1opic Guide series has four books:
History & the Arts: Volume 1

Social Sciences: Volume 2

Biology, Archeology, & Anthropology: Volume 3
Empirical Sciences: Volume 4

ABout the Books

s Each book in the Core Topic Guide series contains sixty high interest and high
relevance reading passages designed to increase a student’s background knowledge of
TOEFL" topics.

e Each passage is fully supported with footnotes to explain idiomatic language and
references to events or people which may be culturally unfamiliar.

¢ Each passage has several reading comprehension questions, complete with answer key,
to ensure comprehension by the students.

By providing students with essential background knowledge of TOEFL® topics, as well
as giving them valuable experience reading academic writing, Core Topic Guide increases a
TOEFL® test taker’s comfort level at test time.

LinguaForum Research Center
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The 17-18 Century: V'

hat did Native Americans in North America use for
money? They did not use paper money or gold or silver
© Coin can also be used as a verb coins, as Europeans did. Instead, they “coined®” their money from a

tordesanbe e progess of making seemingly strange source: clam shells.

money.

A clam called the “quohog” had a shell that was purple and white on
the inside. Native Americans made beads from the lining of the
quohog shell and from another shell called a “periwinkle.” These
beads were called “wampum” and served as money. Colors ranged
from white to deep purple or black. A deep purple bead was worth
most of all. It was worth twice as much as a white bead of wampum.

The beads differed in size but were approximately as big as rice
grains. The wampum beads were strung on threads. A string of
wampum beads almost 2 meters long was worth about five British
shillings or one US. dollar in colonial times. A string of that value
had 360 white beads and 180 purple or black beads. It could be used
for trading among Native Americans or with European-Americans.

But there was a problem with wampum. Like other kinds of money,

Wampum belts were used both as it could be made “counterfeit.” Counterfeit money is false money
money and to conduct official business

. h .
ook Sikesr without any value. In the late 17*" century, counterfeit wampum

became a problem at the Dutch colony in Manhattan, where New
York City is today. The colony had to make a law defining which
wampum was good, poor, and worthless. “Manhattan wampum” was
the best quality. There was also a less valuable kind of wampum.

Counterfeit wampum had no value at all.

Wampum had other uses too. It could be worn on clothing, just as
people today wear jewelry made of gold or silver. There were
necklaces, belts, and bracelets made of wampum. A more important
use was in official business between Native American tribes.
‘Wampum meant that a message from one tribe to another was
official. The messenger carried a belt made of wampum. Different
kinds of wampum belts were used for different kinds of business.




Wampum belts were even used to ratify peace treaties. The
Cherokee people, for example, had wampum belts that showed they
had made peace with the Iroquois people®.

Wampum beads were only one kind of beads that Native
Americans made. They also made beads from many other materials,
including turquoise, quartz, copper, and the teeth and bones of
animals. These beads were used as money or worn on clothing,
They had ceremonial uses as well. Large amounts of beads were

often buried with the dead.

Reminders of the “age of wampum” and beads can be seen in the
United States today. One kind of bead used in Virginia was called
“Roanoke.” Today; there is a city named Roanoke, Virginia!

E
e

® The Cherokee and the Iroquois
were two of the largest Native
American tribes in the eastern part
of America.

-

L

=}3 Cherokee [tiéroki:]
=¥ Iroquois [irekwoi]
<13 periwinkle [périwigkl]
< quohog [kw3:hog]
<} Roanoke [réuenduk]
<} wampum [wdampam]
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v bead
v counterfeit
7 material
v paper money
7 ratify
v trade
v treaty
v tribe
v value
(Questions R bl - )
01 Look at the word lining in the passage. What do you think lining means in
this context?
02 What was wampum made from? What other materials did the Native
Americans use as money?
03 What diplomatic purpose did wampum serve for the Native Americans?
04 What can you infer from this passage about the Dutch colony at

Manhattan? What kind of relationship did the Dutch have with Native

Americans? Explain.




People had little trust in the value of the
Continental dollar.

© They did this by mixing the silver
or gold with other, cheaper metals
such as lead and copper.

O ne symbol of America is the “greenback,” or United States
dollar bill. It is paper money. It is easy to carry and is accepted

around the world. Yet, the American government more than 200

years ago was deeply skeptical about paper money and preferred

“hard” money — that is, gold and silver coins. Why did the

government at that time disapprove of paper money? To

understand, we have to go back more than 100 years before the
American Revolution, to England around the year 1660.

England had no paper money before the mid-17 century Money
took the form of gold or silver coins. But the government “debased”

the coins by reducing their gold or silver content®, and kept the

gold or silver that was removed.

When people saw what was happening, they refused to accept the

debased coins because the coins were actually worth less than the

original coins. Then, the courts (which were part of the

government) simply said that the gold or silver content did not

matter. The debased money, the courts said, was worth whatever

the government said it was worth.

From there, it was only a short step to issuing paper money. Like
debased coins, paper money had no value of its own. (Here it

differed from gold and silver, which always kept their value.) But as

in the case of debased coins, the government could simply say that

the paper money was worth something.

Many people found this system convenient. Paper was easier to

carry than metal coins. So, people accepted paper money and forgot

that the paper itself was worthless. People just pretended that it was

worth something, because the government said so. This made paper

money even worse than debased coins, which at least had a little

gold or silver in them.




Nonetheless, the United States government used paper money
during the Revolutionary War. This money was called “Continental
currency.” After the war, however, Congress became worried. People
no longer accepted Continental currency. It was considered
worthless, because it was. So, Congress asked Thomas Jefferson for
advice on what kind of currency the new country should use.

Jefferson told Congress that the American people already had a
preferred currency: the Spanish dollar. Also known as a “piece of
eight” because it was an eight-sided coin, it was made of gold or
silver and was already in widespread use. Congress therefore made
the Spanish dollar America’s official currency.

But banks were still allowed to issue paper money: In principle, the
paper money could be turned in to a bank in return for gold. But
banks tended to issue more paper money than they had gold. That
meant the banks did not have enough gold to support their paper
money, and so the paper money was not worth what the banks said

it was.

Jefferson opposed this practice. He feared the U.S. would be
flooded with paper money, which would become as worthless as the =} Worbs ror Basic Economics

old Continental currency. “I am an enemy to ... anything but coin,” v congress
Jefterson wrote. The banks, however, wanted paper money. They ; zzfr‘gxm
profited from issuing it. They also had powerful friends in the  , yopase
government. So, getting rid of paper money would not be easy: v disapprove
v hard money

7/ issue

Thus began a long struggle in the US. over paper money versus real it

money, and banks’ interests against everyone else’s. The struggle  ~ widespread

. . 4 rthl
continues to this day. e

(Questions )
o1 Look at the word skeptical in the text. What do you think skeptical
means in this context?
02 Why did people refuse to accept “debased” English coins?
03 What role did the courts play in the transition to paper money?

04 Why did Americans in Jefferson’s time prefer the Spanish dollar?




18" Century: Decimal Coinage

Lt

hen the United States became independent from Britain,
many things in America changed. One thing that changed

greatly was the system of coins used. The British used an old,

awkward system that was derived in part from ancient Rome.

Britain’s unit of money, the pound, was divided into 20 “shillings” or

240 “pence.” There were many other subdivisions of British

currency as well. Other European countries such as France,

Germany, and Spain used different but still awkward systems for

counting money.

There was a better way: the decimal system, arranged in units of 10.

About 200 years before the American Revolution, Dutch

America adopted a much simpler coin mathematician Simon Stevin van Brugghe invented decimals to
system based on decimals.

provide a more convenient system for counting than fractions. In

decimals, the fraction 1/2 became 0.5, /4 became 0.25, and so on.

Adding and subtracting decimals was easy.

American thinkers such as Thomas Jefferson knew about the
decimal system, and Jefferson thought it should be used as the basis
for a new US. currency. So, when the US. set up its unit of currency;

the dollar, it used the decimal system. The dollar was divided into 10
smaller units called “dimes.” (At first, “dime” was spelled “disme.”)
Each dime, in turn, was divided into 10 “cents” or “pennies.” There
was also a “half-dime” that was worth five cents. Today, we call it the
“nickel.”

It was easy to perform arithmetic with decimal coinage. 100 cents

equaled 10 dimes. 10 dimes equaled one dollar. There was no need to

struggle with fractions when using decimal coinage. By using

decimals, the United States made a great advance in currency

systems. Decimals made everything simple.

Half-dimes were the first U.S. coins issued, in 1792. President




George Washington, in a speech, took note of this modest start
with a new currency. The government made only 1,500 half-dimes in
this first batch®. Jefferson gave many of them away as presents. In
Jefferson’s honor, the United States later put his image on the coin.
Today, the “Jefferson nickel” is an everyday sight. George
‘Washington had his image put on the quarter, or 25-cent coin.

Since 1792, the United States has issued coins in many different
designs. Some have shown images of presidents (Abraham Lincoln,
Franklin Roosevelt, Dwight Eisenhower) born long after the time of
Jefferson and Washington. The decimal system, however, has
remained unchanged. A dollar today is 100 cents, or 20 nickels, or 10
dimes, just as it always has been. Although an American may not
have invented the decimal system, an American — Thomas Jefferson
— put it to one of its most important uses, as the basis for counting a
new nation’s currency.

©® A batch means a certain number
or amount of a product which is
made at the same time.

<} Dwight Eisenhower
[dwait dizanhduar]

<} Simon Stevin van Brugghe
[sGiman stéven veen brigo]

WoRrbs For Basic EcoNnomics

v arithmetic
7 arrange
v/ coinage
v decimal
v derive

v divide

v fraction

(Questions

1 Where did the British monetary system originate?

What problems did the British monetary system have?

03 What were the first coins issued in the United States?
o4 What can you infer about the government’s attitude towards the new half-
dimes when they were first issued?
5 Look at the word derived in the passage. What do you think derived

means in this context?

}
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©® Johns Hopkins and Yale are two
of the best universities in the United
States. Top U.S. universities are
often referred to as "lvy League”
schools.

@ To shake up means to upset or
disrupt the order of something.

O ne of the most famous Norwegian-Americans —
and one of the most famous American
economists and sociologists — was Thorstein Veblen.
He lived from 1857 to 1929 and studied at Johns
Hopkins University and Yale University®. Veblen is
remembered mainly for his famous book The Theory
of the Lezsure Class, published in 1899.

Veblen saw that a big “dichotomy;” or conflict, existed
between the traditional system of social status (that
is, how highly a person ranks in society) and the
technological basis of society (the tools that society
needs in order to work). This concept is sometimes
called the “Veblenian dichotomy” in Veblen’s honor.

Veblen said this dichotomy was “ceremonial” and
“instrumental.” On the one hand, social status had a “ceremonial”
basis that had its origins in history and led to differences in social
status. On the other hand, social status also had an “instrumental”
aspect that was related to technology and tended to create an
entirely different system of status and power. These two aspects
opposed each other. That is, the “instrumental” element tended to
upset the “ceremonial” element. This created the “Veblenian
dichotomy” It thus shook up® society from time to time, when

someone with a really good new idea or invention came along.

Here is another way to look at Veblen’s idea. Imagine a society has
been controlled for a long time by a few rich and powerful families.
Their great power and high status have their origin in history. Those
families are rich and powerful because they always have been rich
and powerful.

Now, imagine that someone of lesser wealth and status invents a
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new machine or process that makes him or her a lot of money and
changes society greatly. Suddenly, the inventor has a much higher
status than before, and may become as influential as the old,
wealthy families. In other words, the people at the top face new
competition. Then, the “instrumental” element has opposed the
“ceremonial” element and upset the long-established order of status
and social rank, as technology provides a way to climb the social
ladder®, so to speak.

This has happened many times in American history. Inventors
found that their work could make them and their families just as
rich and powerful as anyone else. So, one did not have to be born
into a wealthy, powerful family to become rich and powerful.
Someone lower in rank, but with a good understanding of
technology, could get the same result.

Veblen also studied and wrote about other subjects including the
price system, higher education, and the history of the industrial

® To climb the social ladder means .
to increase one's status in society.

® This refers to the stock market
crash of 1929, which started the
Great Depression, a time of severe
economic hardship in the U.S.

< Norwegian [norrwiidzon]
=}¥ Thorstein Veblen [B3rstain véblon]

revolution. The great economist died less than three months before 5]} Woros ror Basic Economics
one of the greatest economic events in 20Pcentury America: the ¥ competition
P ; v crash
crash of 1929, which started the Great Depression®. . dr ;
epression
v element
7 influential
v oppose
7 origin
7 social status
v upset
v wealth
(Questions &~ D
01 Briefly explain Veblen’s theory in your own words.
02 Give an example of a rich and famous person who would represent the

ceremonial side of Veblen'’s theory and another person who would

represent the instrumental side of his theory.

03 Look at the word influential in the text. What do you think influential

means in this context?




William Jennings Bryan ran for president
with the promise to promote silver
currency.

© Atthe time, the U.S. dollar was
based on the “gold standard.” This
meant that a dollar actually
represented a certain amount of
gold. The free silver movement
wanted to change to a “silver
standard.”

D 1 uch of US. politics in the 19" century involved the question
of silver coins. This issue reached its peak in the “free silver”
movement of the late 1800s.

The expression “free silver” referred to a political movement that
sought the unlimited use of silver coins. Free silver became a major
issue after the “panic of 1873,” in which a stock market crash led to
an economic depression that hurt farmers in the southern and
western U.S. badly.

Farmers wanted to inflate the US. dollar (that s, increase the supply
of money) so they could pay off their debts more easily. In other
words, they wanted “cheap money” They thought silver money
would work as well for that purpose as paper money because silver
was worth much less than gold, and silver prices were falling at the
time. Silver miners in the western US. also supported the free silver
movement because it would help their industry®.

Advocates of cheap money formed a political party, the “Greenback
Party” By 1880, the “Greenbackers” were a powerful force in
American politics. They hoped to win the presidency:

Congress saw that something had to be done. The political
pressures were too great to ignore. At the same time, however, “free
silver” had powerful opponents in the eastern US. The financial
establishment — the banks — preferred gold to silver. The gold
standard, as it was called, worked against farmers because it would
not let them pay off their debts easily with cheap silver.

Congress tried a compromise. In 1878, the Bland-Allison Act was
passed. It allowed limited coinage of silver and set the ratio of silver
to gold at 16 to 1. But this measure did not work, and Congress
tried again in 1890. This time, Congress passed another
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compromise, the Sherman Silver Purchase Act. It allowed the
government to buy more silver.

Yet even the Sherman Act was not enough for free silver’s
supporters. They were tired of compromises. Their unrest
strengthened the Populist Party, which was formed in 1892 and
campaigned for free silver and abundant paper money. The silver
issue became even more intense after the Sherman Act was repealed
following another “panic®” in 1893.

So, the two sides, gold versus silver, prepared for battle in the
presidential election of 1896. On the one side were the Populists, in
favor of free silver. On the other side were the financial interests in
favor of gold and “sound money.” Free silver’s candidate was William
Jennings Bryan. The candidate of gold and “sound money” was
‘William McKinley:

® PFanicis often used to describe a

financial crisis.

Worbs For Basic Economics

v abundant
v decline
Though Bryan spoke eloquently in favor of free silver, McKinley v financial
won the election. Soon afterward, the economy improved, and the : "ofibte
opponent
“free silver” movement passed into history. Thereafter, the US. v panic
silver supply declined until the US. ceased making silver coins in the ¥ Peak
. " " v |
1960s and sold its surplus silver in 1970. P ::g:: market
v strengthen
v supply
v surplus
(Questions )
01 Look at the word measure in the text. What do you think measure means
in this context?
02 What was the objective of the free silver movement?
03 Why did farmers support free silver? What other supporters did free silver

have? Who were its opponents?

04 What ended the free silver movement?




© Herman Melville is one of the
most famous 19t-century American
novelists. He wrote stories about
ships and the sea.
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Whale oil was the dominant source of lamp oil in the 1800s.

In the 18" and early 19™ centuries, oil from whales
was very valuable in America. Whale oil was an
important source of energy. Used in lamps, it burned
with a very clean flame. So, “whaling,” or hunting
whales for their oil, was an important industry. Many
ships took part in whaling, and the sale of whale oil

made much money for businessmen in the early United

States. Selling whale oil was profitable because it was
very expensive. In the early 19P century a liter of good
whale oil cost about 50 cents. In modern currency, that is about 50
dollars! Not all whale oil was so valuable, but even cheaper whale oil
was important as a lubricant, to keep machines running smoothly.

In the first half of the 19t century, the United States had a big
whaling industry. By the late 1840s, the US. had more than 700
whaling ships. They brought in between 38 million and 57 million
liters of whale oil per year. The whaling industry was also an
important part of American culture. Herman Melville® wrote the
most famous American novel, Moby Dick, about life on a whaling
ship in the early 1800s. New Bedford, Massachusetts, was an
especially important whaling town. In Melville’s novel, the narrator,
“Ishmael,” visits New Bedford before he sails on the whaling ship
Pequod in search of Moby Dick, the white whale.

But the United States was growing and becoming an industrial
nation. Whale oil could not supply all its needs. So, after petroleum
was discovered in the mid-18o0s, America used increasing amounts
of oil from the ground. The introduction of kerosene, known then
as “coal oil,” meant the end of the great whaling industry: Petroleum
fuel was easier to make than whale oil, and much cheaper. The price
of whale oil dropped in response, but whale oil still could not
compete with petroleum. In 1895, for example, the best whale oil
sold for about 10 cents per liter. Oil made from petroleum, on the
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other hand, was less than 2
cents per liter. Soon, the
whaling industry was only
history preserved in museums.

The 20™ century, then, was the
century of petroleum and
petroleum products in
America. From kerosene-
fueled lanterns to gasoline-
fueled automobiles, the U.S.

depended on petroleum for
fuel and lubrication. A huge
“petrochemical” industry also arose, to make oil into everything
from drugs to dinner plates. By 1950, an America without cheap,
abundant oil was hard to imagine.

For a hundred years, the American economy ran on petroleum, and
no one wished to think about what would happen when the oil ran
out. As the 21 century began, however, the world’s oil supply had
Americans worried. Was the world about to exhaust its oil? In that

At the beginning of the 20t century,
petroleum became America’s major
energy source.

= Herman Melville
[h&:irman mélvil]

< ishmael [i/meil]

<} Pequod [pizkwad]

[=]l Worbs For Basic EconOoMIcS

v compete
case, what would happen to the US. economy; which depended on  ~ currency
oil for almost everything? There were no easy answers to that  * de}’:e”d

v exhaust
second question — or at least, no comforting answers. / lubricant

v preserve

v profitable

v valuable

(Questions )
01 What were the uses of whale oil?
02 How did the whaling industry affect American culture?

03 What brought about the end of the whaling industry?
04 What is the current energy problem in the U.S.?

05 Look at the word exhaust in the text. What do you think exhaust means

in this context?




© The Great Depression was an
extremely bad financial crisis. Jobs
were difficult to find and many
people lost their homes.

® Boom can be used to mean to
grow or increase at a rapid pace.

® The Federal Reserve is the
government agency that controls
banking and economic issues in the
u.s.

© An interest rate is the amount of
extra money people must pay when
they pay back a loan. Interest rates
are partly determined by the Federal
Reserve, a part of the government
that controls banks.

Y

sreat Uwprw:@éml?

he Great Depression® was the worst time in the lives of many

Americans during the 20™ century. After the stock market
crashed in 1929, millions of Americans suddenly found themselves
thrown into poverty without hope of getting out.

What brought on the Great Depression? It had many causes. In
summary, however, this is what happened.

During the 1920s, the stock market boomed® in the US. People
were optimistic about the future. They thought the government
would keep the economy healthy; markets would keep growing, and
the standard of living would keep rising. Ordinary people invested
in the stock market, thinking they would get rich.

So, stocks went up and up. There seemed to be no end in sight. By
September 1929, perhaps 40 percent of stock market value (that is,
almost half) was purely imaginary: It existed only in people’s dreams.
When the stock market fell suddenly a few weeks later, on October
29, 1929, Americans learned the difference between imaginary
wealth and real wealth. Stocks lost 10 percent of their value in a
single day. That event was called “the crash.”

The crash happened after the US. Federal Reserve® decided the
stock market was getting out of control. The market looked like a
“bubble”: a rate of growth that could not continue for long. If the
bubble burst, so to speak, it could hurt the economy badly.

So, the Federal Reserve increased interest rates® in 1928 and 1929 to
“cool down” the market. It worked. The market cooled down. But
what happened after that took the country by surprise.

The Federal Reserve’s move slowed down the US. economy. A
recession occurred. This was not what people expected. They had
thought the good times would go on endlessly. As events
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demonstrated, they were wrong.

Startled, companies reduced production. Consumers bought less.
Demand for products fell. So did prices. When prices began falling
(a process called “deflation”), they kept on falling, because the initial
drop in prices led to further deflation.

g

Soon, prices were falling by 10 percent per year. Investors stopped @ Because they were very poor,

investing their money because they could not be sure of makin, they had to build their homes out of
123 Y y g

ordinary cardboard boxes. These
“homes" provided very little shelter

failing, and the world’s monetary system was falling apart. In short,  and did not last long.
things went from bad to worse.

more money when prices were falling, At the same time, banks were

When the depression was at its worst, things looked hopeless.
Workers were out of work because companies would not hire them.
Companies would not hire workers because there was no market for
the goods they made. And why was there no market? Workers had
no money to buy things because companies would not hire them.
Production per worker dropped by almost half. One out of every

@ WoRbs FOR BAsIC ECONOMICS
four American workers was unemployed.

v boom
v bubble
Thus, an initial recession became the Great Depression. The bad ¥ consumer
times just kept going. Americans who had thought they were rich, j ;::ﬂs:tion
or at least solid members of the middle class, now joined the ranks  + demand
of the poor — wiped out by a bubble and an illusion of wealth. And ¥ depression
. 7 interest rate
below the merely poor were the poorest of the poor, who had tolive |, et
in cardboard “homes®” that washed away with the rain. Such  + monetary system
. . v prosperity
housing was a good metaphor for pre-crash dreams of prosperity. " recescion
v unemployed
(Questions - )
01 Why were Americans so optimistic about the stock market in the 1920s?
02 Why was it so difficult to stop the Great Depression? Describe the cycle of
events that made it continue.
03 Look at the expression wiped out in the passage. What do you think

wiped out means in this context?




John Kenneth Galbraith

® |In the early 20th century,
businesses held great power over
their employees, and work
conditions were often horrible as a
resutt.

® The guiding theory behind the
U.S. economy is capitalism.
Capitalism says that competition
between companies will
automatically regulate business and
that this works in the consumer's
favor. This is the model of perfect
competition.

© A bubbleis an artificial sense of
wealth in an industry. It appears
there is more money and profit than
there actually is. A good example
would be the internet bubble of the
1990s when many people believed
internet companies were more
successful than they actually were.

Bom in Canada in 1908, John Kenneth Galbraith is
one of the most renowned American economists
of the 20" and early 215 century. He is famous for
suggesting that government should help to manage a
nation’s economy. In his many books and articles, he is
known for suggesting that the government should take
an “activist” role in running a nation’s economy; instead of
leaving business alone. This view is opposed to more
traditional thinking, in which government “interference”
in the economy is considered a danger to be avoided.

In American Capitalism, published in 1952, Galbraith
imagined that the US. economy of the future would be

run by a combination of big business, organized labor, and
government. The government in this case would be “activist,” or
actively involved in managing the economy. This system would be a
change from the early 20™ century, when big business dominated
the economy, unions were relatively weak, and government played
only a small role in running the nation’s economy®.

One of Galbraith’s most famous works is The New Industrial State,
published in 1967. In it, he pointed out that the model of perfect
competition does not apply to many American industries®. In
another famous book, The Affluent Society, published in 1958,
Galbraith argued that the United States, to be successful, would
have to spend heavily on education and on projects such as roads.
(The Affluent Society was a bestseller.) In 1990, Galbraith published a
history of financial “bubbles®” and irrational elements behind them.
His other works include Economics and the Public Purpose (1973),
Money (1975), and The Age of Uncertainty (1977).

Galbraith is said to have influenced US. government policies in the

early 1960s, when The Affluent Society allegedly helped to bring about
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the federal government’s “war on poverty®,” a spending program
that has been criticized for ineffectiveness. His critics include
economist Milton Friedman, who saw Galbraith’s work as a defense
of extending government power. Galbraith also has been criticized
for making America’s industrial system appear much simpler than it
really was.

Galbraith attended the University of Guelph (then Ontario
Agricultural College) in Canada. He later earned his M.S. and Ph.D.
degrees from the University of California in Berkeley: He was head
of the Office of Price Administration in World War II and joined
the faculty of Harvard University in 1949. He served as U.S.
ambassador to India from 1961 to 1963.

Though strongly criticized by more conservative economists such
as Friedman, Galbraith is known for writing popular, easily
understandable books about economics. He also is a well-known

critic of economic forecasting.

® The war on poverty was a series
of government funded social
programs to improve the lives of

poor people.

=} Guelph [gwelf]

—

=} John Kenneth Galbraith

[dzan kénif g&lbreid]
=} Milton Friedman
[miltan fridman]

Worbs For Basic Economics

big business
bubble
capitalism
conservative
criticize
dominate
financial
ineffectiveness
interference
perfect competition
renowned

A N T N N N N U N NN

union

(Questions

o1 Look at the word renowned in the text. What do you think renowned
means in this context?

02 What did Galbraith believe about the role of government in business?

03 What effects did Galbraith’s beliefs have on government policy?

oq What problems did Galbraith’s critics find in his ideas? Explain.
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Supply-side economics places great emphasis on production.

© The term household word
describes sormething that is well
known across society.

Only rarely does a school of

economic thought become a
household word®. That happened in
the US. during the 1980s, however,
as the administration of President
Ronald Reagan supported “supply-
side” economics as a way to help
America strengthen its economy.

Supply-side economics emerged in
the 1970s. It was based on the idea
that people and their societies get

rich by making things — that is,
increasing their supply. Because it emphasized increasing supply, this
way of thinking was called “supply-side economics.”

Here is how it was supposed to work. In an industrial country; for
example, people would get rich by making things like cars,
computers, or furniture. The supply of those things would increase.
Other people would buy them. Money then would flow to the
maker of the products, who would get richer. That wealth, in turn,
would spread to the rest of society as the wealthy person spent it on
a house, a boat, or whatever. Thus, society as a whole would benefit
from increasing supply:

How could government encourage people to make things and build
wealth? According to supply-side thought, it was important to cut
taxes and make it easier to do business. Then, businesses would find

it easier to do their work, make things, increase supply, and create
wealth.

Of course, there was more to supply-side economics than this. But
these basic principles — cutting taxes and helping business —
appealed to many people in the United States, including President




Ronald Reagan and his administration during the 1980s.

Reagan’s fiscal policies were based in part on supply-side thinking.
The Reagan administration promoted supply-side policies as a way
to help the economy get out of the economic doldrums of the
1970s, when bad times started around 1973 with a sharp rise in oil
prices, then continued for the rest of the decade.

To help America recover from those economic bad times, the

Reagan administration and Congress reduced taxes and business

regulations in the early 1980s. At the same time, all Americans @ To go down in history means to
received income tax cuts. People then had more money to spend, ~ Peremembered forever.
and the US. economy boomed for seven years. That effect was seen

as a victory for the “supply-siders.”

Supply-side policy had critics who thought it increased the gap in = Wommn:pox Basic kuawomics

income between the rich and poor. Other critics said tax cuts ; Zgﬁ:gi
increased the federal deficit — the difference between what the v boom
government spent and what it collected in taxes. ” decade
v deficit
v emerge
But even critics acknowledge that Reagan’s “supply-side revolution” v encourage
of the 1980s accompanied a time of great prosperity. For that reason prgm"te
v
alone, supply-side economics would go down in US. history® as one ::g:f:ﬁ -
of the most important schools in 20t-century economic thought. v supply
7/ support
v tax
(Questions I ] D
01 How was supply-side economics supposed to help poor and middle class
people? Explain.
02 What did the Reagan administration do to support supply-side economics?
03 To what extent was supply-side economics successful in the U.S.? What
problems did it cause? Explain.
04 Look at the word doldrums in the passage. What do you think doldrums

means in this context?
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The 18th Century: 1 s Jefferson and the Declaration of Independen:

© Jefferson was one of the most
influential Americans in early U.S.
history and 3¢ president of the U.S.

InCONGRESS Boiv, ni N
A DECLARKTION

Uy vor REPFPRESERTALIVES v wne
UNITEDR STATES OF AMERICA,

fo GRNBRAL GONGRESS conrsning
\‘T',:;' =T
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The Declaration of Independence is one
of the most important documents in U.S.
history.

® The Continental Congress
served as the preliminary
government for the U.S. before the
Constitution was completed.

he most famous achievement of Thomas Jefferson’s® life was

the writing of the Declaration of Independence in r776. That
document informed the British government of King George 111
that the British colonies in America would no longer be subject to
the king. Instead, they would form an independent country:

Originally; Jefferson had not planned to write the Declaration of

Independence. He really wanted to work on a constitution for his
state, Virginia. The Continental Congress®, however, made
Jefferson one member of a five-person committee assigned to
produce a draft of the Declaration of Independence. Other
members of the committee were John Adams of Massachusetts,
Benjamin Franklin of Pennsylvania, Robert Livingston of New York,
and Roger Sherman of Connecticut. The committee assigned
Jefferson to write the draft.

He drew on many sources for ideas and information, including the
Virginia Declaration of Rights, written by George Mason and
Thomas Lee. The Virginia Declaration of Rights used much of the
same language and many of the same ideas that Jefferson used to
write the Declaration of Independence. Jefferson also had written
several drafts of a constitution for Virginia, and he used those drafts
in writing the Declaration of Independence as well.

Jefferson made many changes in his draft of the Declaration of

Independence. A fragment of the first draft survives. It is heavily
edited and includes many changes. When a rough draft was ready;
Jefferson presented it to the committee and especially to John
Adams and Benjamin Franklin. This original rough draft is now in
the Library of Congress in Washington, D.C. In the margins of the
draft, Jefferson later wrote changes that Franklin and Adams

recommended.




The committee then submitted its work to Congress, which made
further changes in the document. At last, the final version was ready.
John Hancock, president of the Continental Congress, had the
work sent to George Washington®, who had the document read to
his soldiers in New York City. After hearing the Declaration of
Independence read, the soldiers were so excited that they tore
down a statue of King George I11.

Jefferson was not completely pleased with the final version. He
thought Congress had damaged his work. To his friend Richard
Henry Lee, Jefferson wrote later, “I wish ... that the manuscript had
not been mangled® as it is.” Jefferson complained that “change [was}
unhappily applied.” Still, he thought that the document on the
whole was good.

To write the Declaration of Independence, Jefferson used what was,
for that time, high technology. He wrote the work on a small,
portable “lap desk” that he designed and had built by a cabinet
maker in Philadelphia. So, Jefferson wrote his famous document on
the 18®"-century equivalent of a laptop computer! The desk is kept
now in the Smithsonian Institution in Washington.

® At the time, Washington was the
commander of the Continental Army
and later became the first president

of the U.S.

O Mangled means ruined or
damaged.

=l Worps FOR POLITICAL SCIENCE

v congress

v constitution
v document
7 draft

v equivalent
v independent
v survive

iy

(Questions I

01 Why didn't Jefferson want to work on the Declaration of Independence?
What did he really want to do?

02 What sources did Jefferson use to help him write the Declaration of
Independence?

o3 How many drafts did the Declaration of Independence go through before it
was completed? Describe the process in your own words.

04 Look at the word equivalent in the passage. What do you think

equivalent means in this context?
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he writers of the U.S. Constitution did not want the

government of their new nation to have too much power.

They had just finished fighting a war against England’s powerful

king and did not wish to give the United States a government where

one person or branch of government could get too much power.

Congress approves presidential
nominations and controls the budget.
It can pass laws over the president’s

] veto and can Impeach
B e the president and remove

LEGISLATIVE BRANCH him or her from office. EXECUTIVE BRANCH

m‘rgm mnml : preside
Serute. The president can vero saitv of te W

Fouse snd Senate can executive and cabinet depart.

congressional
Jeglshation.

How did the Constitution’s authors do this?
They wrote the Constitution to allow for
“separation of powers.” This meant
“splitting up” government powers among
several branches, so that no one branch

could get too much power.

Separation of powers was not a new idea
then. In fact, the ancient Greeks discussed
it long before. But during the 17" and 18
centuries, European thinkers looked at the
The French thinker

Montesquieu divided government into

idea again.
three branches, or “powers.” One was the
legislative branch, which made laws. The
second was the executive branch, which

enforced the laws. The third was the judicial branch, which

interpreted laws.

The writers of the US. Constitution used this three-branch system.
They divided the US. government into three branches. The

legislative branch was Congress, which made laws. The executive

branch included the president and other executives, who enforced

the laws. (Another name for the president is the “chief executive.”)
The judicial branch, which included the Supreme Court and lower

courts, interpreted the laws.
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These three branches were supposed to keep one another in @ To keep in check means to

check®. That is, if one branch started to get too powerful, the other ~ Prevent someone or something
from becoming too powerful, or to

branches would restrain it. The result was a complex system of o1

“checks and balances.” Power was balanced, so to speak, among the
three branches.

How did checks and balances work? Here is an example. Congress !
had the power to make laws, but its power was not total. The other ',L
branches could oppose laws that they thought were unfair. The %
president had the power to veto a law (in other words, refuse to %
approve it) if he thought it was wrong. Also, the judicial branch

could decide whether or not a law was “constitutional,” or in 2k
keeping with the Constitution. If the court declared a law " Montesquieu [mdntaskjn:]

“unconstitutional,” then it could not be enforced.

The Constitution imposed similar checks and balances on all three -
o WoRDS FOR PoLITICAL SCIENCE
branches of government. In principle, checks and balances would

. . . v checks and balances
prevent any one branch of government — legislative, executive, or  , jocjare
judicial — from getting too much power. If that happened, the other ~  enforce
branches would “check,” or restrain, its growth. * sxeantivebranch
v/ impose
v interpret
The Constitution’s system of separation of powers and checks and v judicial branch
balances was not perfect. It worked well enough, however, to keep j legislative branch
. ] oppose
the young United States from becoming a tyranny. v separation of powers
v unconstitutional
v unfair
(Questions B
01 What were the writers of the U.S. Constitution afraid of? Explain.
02 Where did the Americans get the idea of separation of powers?
03 Name the three branches of government created by separation of powers

and explain the role of each branch in your own words.

o4 Look at the word tyranny in the passage. What do you think tyranny
means in this context?




o-Party System

|
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major feature of American politics is its “two-

party system.” There are only two major political
parties. Traditionally, they have offered voters a choice
of policies on important issues ranging from currency
to foreign wars. Although there have been many other,
smaller political parties in American history, the two-
party system has provided the basis for elections and
for US. politics in general. Voters appear to prefer the

“either-or” choice® that a two-party system provides.

The two-party system has always dominated American

politics.

@ Either-or choice means a choice
of only one out of two options:
either A or B, but not both.

® The Bill of Rights is the section
of the Constitution which
guarantees individual freedoms, like
freedom of speech and freedom of
religion.

America’s two-party system began more than 200 years
ago. The issue that created them was the ratification of the US.
Constitution. There were two parties then: the Federalists and the
Anti-federalists. The Federalists wanted a strong central
government, wished to limit the rights of states, and thought a Bill
of Rights in the Constitution was not needed. The Anti-federalists,
on the other hand, were wary of a strong central government.
They wanted states to have greater authority and thought the
Constitution had to include a Bill of Rights®. There were other
differences, too. The Federalists thought the United States should
be a big republic, whereas the Anti-federalists thought just the
opposite; they believed that a small republic would protect citizens’
rights better.

Political parties came and went and changed names over the years,
but the basic two-party system remained, mainly because of the way
elections in the US. operate. Representatives to Congress and state
legislatures are elected in districts where the candidate who gets the
most votes becomes that district’s sole representative. As only one
winner is possible in each district, there tend to be only two parties,
so that candidates can have the greatest possible chance of winning

elections.

Today, the two major parties are the Republicans and the




Democrats. Nearly every elected official in the state and federal
governments is either a Democrat or a Republican. Of course, it is
possible for third parties to form and take part in elections, and
many third parties (such as the Reform Party; the Populist Party; the
American Independent Party, and the Green Party) have done so. It
is difficult for third parties to win elections in the US., however,
because the two-party system is so strong, and because third parties
often merge with one of the two main parties during election
campaigns, thus leaving the two-party system still in control.

The two major parties have animals as symbols. The Democrats are

519G estiiod

symbolized by a donkey, and the Republicans are symbolized by an

elephant. This symbolism dates from the 19t century, when famous
American cartoonist Thomas Nast used those two animals to
depict the two parties. In this way, Nast added yet another tradition
to the American two-party system.

[Zll WORDS FOR POLITICAL SCIENCE

7/ candidate
v depict

v district

v election
v legislature

v merge

v policy

v ratification

7/ representative
v republic

(Questions D

01 Why do Americans prefer the two-party system?

=

02 What event gave rise to the two-party system?

03 Explain the goals of the Federalists and the Anti-federalists.

04 Look at the word wary in the passage. What do you think wary means in

this context?

05 Why is it difficult for third parties to gain power in the U.S. political system?




Many people do not realize that the U.S.
president is not directly elected by the
people.

ho Elects a President?

any American voters are surprised to learn that their votes

do not elect a president of the US. directly. Instead, the
president is elected by a relatively tiny group called the Electoral
College. It is made up of representatives, called “electors,” from
each of the 50 US. states. The electors are the people who actually
select the winner in presidential elections.

“But the vote is supposed to reflect the will of the people,” you may
say. “Why are voters not allowed to elect a president directly? Why
does a small group of people in the Electoral College choose the
president instead?”

To answer those questions, we must look back to the 18t century
when the United States had just won its independence from Britain.
The US. then was very different from the nation we know today. It
was a string of small, weak states along the Atlantic coast of North
America. Communications among the states were poor, so that a

“national campaign” in the modern sense was impossible.

For these and other reasons, the makers of the US. Constitution
devised a different way of electing a president. Because they had
great respect for the ancient Romans, they adopted a system much
like one used to vote on proposals presented by the Senate in Rome.
That system was called the “Centurial College.” The framers of
the US. Constitution thought a similar system would work in
choosing their president. That is how the American Electoral
College began. Each state would appoint electors to the Electoral
College, which then would choose the president and vice-president.
This is still the system used today:

For this reason, direct popular vote does not determine who
becomes president. In fact, it is possible for a candidate to win a
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majority vote from the people and still lose the election in the
Electoral College. That happened to Samuel Tilden in the election
of 1876. He won more than half the popular vote but lost the vote in
the Electoral College. Then, his opponent, Rutherford B. Hayes,

was elected president.

The Electoral College has not always worked smoothly. In 1800, for @ An amendmentis an official
change made to the U.S.
Constitution.

example, it had trouble deciding who would be president. There
were two candidates: Thomas Jefferson and Aaron Burr. At first,
each received an equal number of votes. There was no clear winner. <3 Aaron Burr [ésron ba:r]

The House of Representatives then had to decide who would be =i Rutherford B. Hayes
[rAdarford bi: heiz]

<} Samuel Tilden
Jefferson as the winner. To avoid having such a problem again, [s&mjual tildan]

president. It took the House of Representatives 36 tries to select

Congress added the 12" Amendment® to the Constitution to
change the way the Electoral College cast its votes.

Should there be an electoral college at all? Some Americans say yes. =/ WORDS FOR PoLITicaL SCIENCE
Others say no. But the Electoral College has existed for more than ~ “ adopt
ops likel 1 1 Liet] hile 1 v/ amendment
two hundred years, so it is likely to last at least a little while longer. / appeint
7 determine
v devise
v election
v independence
v majority
v/ senate
(Questions )
01 In your own words, explain how the presidential election works in the
United States.
02 Look at the word framers in the passage. What do you think framers
means in this context?
o3 Where did the Americans get the idea of an electoral college?

4 Give one historical example of a problem caused by the Electoral College.




BLY The 187-21% Century: Who Are “We the People”?

he US. Constitution starts with the words “We the people ...”

The Constitution has made that expression famous. When
Americans want to refer to themselves as a nation, they say, “We the
people ...” For centuries, Americans have spoken those words
proudly. The words sound impressive. But what do they mean,
exactly? To whom does that famous expression actually refer? “We
the people,” on close examination, turns out to have an elusive
meaning, It is hard to say just what it means.

When the Constitution was written, did its authors speak for all the
people in the newly formed United States? That was not the case.

They spoke primarily for white, male owners of property®. Not
everyone was in that category. So, for whom precisely did the

The concept of whom America was built
for has changed greatly over the years. Constitution speak?

The young United States still had slaves of African descent. They
were considered property. If the Constitution’s reference to “the
@ “THis garve from the colonial sra, people” included them, then there was no clear indication that it

when the definition of a citizen did did so. Were women considered part of “the people” in that
not include non-whites, women, or

document? One mi es or no. Though women represented
people who did not own property. ght $dy yes or no oug © P

half of the adult population, women could not vote in American
elections when the Constitution was written. They would not be
able to vote until the early 20™ century. Were they part of “the

people” as mentioned in the Constitution?

Consider also the Native Americans, who had lived in America
since long before the first Europeans arrived there. Native
Americans certainly were not considered part of the people of the
United States when the Constitution was written. On the contrary;
they were considered savages, and many of the “American people”
wished to see these original Americans killed. The natives were

hardly considered “people” at all.

The point is this. “We the people” sounded inclusive, as if it meant




everyone in the United States. But that expression was, and still is,
strangely hard to define.

Although the commonly accepted definition of “the people” has
expanded greatly over the last 200 years, many groups and
individuals in the United States, in effect, remain outside it. They
do not enjoy all the same rights and protections that the
Constitution supposedly promises to “the people” of the US.®

Does this mean the Constitution is meaningless? Certainly; it does
not. Still, the uncertainty over the exact meaning of those three
words raises some serious questions about equal rights under law;
and about the whole concept of the American nation. When
Americans say, “We the people,” perhaps they should stop to think:
“Who are ‘we’?”

37 e0na®

® Today, there are many illegal I'
immigrants and foreigners living in
the U.S. who do not have all of the

ot
rights guaranteed by the E

.

Constitution. E »
Ak
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v/ constitution
< definition
v descent
v elusive
v expand
v represent
(Questions =)
01 Look at the word elusive in the passage. What do you think elusive
means in this context?
02 What inaccurate assumption do modern Americans make about the words

“We the people”? In what ways is it inaccurate?
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ise and Fall of Populism
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A poster for the People’s Party

©@ The 19t century was a time of
almost unlimited power for the rich,
especially business owners. At that
time, there were few unions, so
workers had very little power to
protect their rights or improve their
work conditions. In addition, a small
number of businessmen controlled
virtually all business in America
through powerful monopolies.
These “barons” had great influence
in the government.

merican society has always had a tension

between ordinary Americans and the rich and
powerful minority at the top. In particular, many
Americans have been suspicious of banks and
bankers and have tried to limit their influence on the
rest of society. This motive led to the rise of a new
political movement called “populism” in America
during the late 19™ century. The name “populism”
meant something like “politics for the benefit of the
people,” not merely for the benefit of a few wealthy
people.

Populism was meant to represent ordinary people, as
opposed to “big money” — what the populists called
“concentrated capital.” When politicians today claim
to speak on behalf of the “average American” or “the
little people,” they are using the language of
populism.

In the 19™" century, businesses and banks were
thought to have too much power. Their influence
was seen as a threat to democracy in America. They
had so much power in the US. congress and in state
legislatures that lawmakers were seen only as the
servants of the wealthy®.

To oppose that influence, populism arose late in the 1800s. Populists

wanted big changes in American society. They wanted to limit the

power of banks and big business. Populists favored farmers and

worked to make conditions better for them. Populists also wanted

sweeping changes in the US. economy, such as “cheap money” that

would let farmers pay off their debts more easily The principle of

“cheap money” was expressed in the “free silver” movement, which
wanted unlimited use of silver money.




Populism had a political organization called the People’s Party. At
first, it was a success. In the early 189os, it won much support from
Americans because populists stood for what many ordinary people
wanted: a louder voice in how the nation was run.

But several things worked against populism. It had powerful
opponents. The rich had great resources and used them to attack
populism and its supporters. Also, some populists used such strong
language that they seemed “alarmist,” or too extreme in their views.
Populism’s enemies made good use of such “extremists” to
discredit populists and their movement.

Finally, the populists lost much of their strength in 1896, when they =¥ William Jennings Bryan
joined the Democrats to support William Jennings Bryan in the Eeetljom daginige brdin]
presidential election that year. When they joined the Democrats,
the populists no longer seemed to have a clear voice or identity.

Bryan lost the election. Soon afterward, the populists faded away. ] WoRps For POLITICAL SCIENCE

As a political party, the populists rose and fell in only a few years. o

v democracy
Even so, populism had a lasting effect on politics in America. The v discredit

v influence
v lawmaker
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