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American Economic Growth  

The modern American economy traces its roots to the quest of European settlers 

for economic gain in the 16th, 17th, and 18th centuries. The New World then 

progressed from a marginally successful colonial economy to a small, independent 

farming economy and, eventually, to a highly complex industrial economy. During 

this evolution, the United States developed ever more complex institutions to 

match its growth. And while government involvement in the economy has been a 

consistent theme, the extent of that involvement generally has increased. 

     North America's first inhabitants were Native Americans -- indigenous peoples 

who are believed to have traveled to America about 20,000 years earlier across a 

land bridge from Asia, where the Bering Strait is today. (They were mistakenly 

called "Indians" by European explorers, who thought they had reached India when 

first landing in the Americas.) These native peoples were organized in tribes and, 

in some cases, confederations of tribes. While they traded among themselves, they 

had little contact with peoples on other continents, even with other native peoples 

in South America, before European settlers began arriving. What economic 

systems they did develop were destroyed by the Europeans who settled their lands. 

     Vikings were the first Europeans to "discover" America. But the event, which 

occurred around the year 1000, went largely unnoticed; at the time, most of 

European society was still firmly based on agriculture and land ownership. 

Commerce had not yet assumed the importance that would provide an impetus to 



 

 

the further exploration and settlement of North America. 

     In 1492, Christopher Columbus, an Italian sailing under the Spanish flag, set 

out to find a southwest passage to Asia and discovered a "New World." For the 

next 100 years, English, Spanish, Portuguese, Dutch, and French explorers sailed 

from Europe for the New World, looking for gold, riches, honor, and glory. 

 

The American Revolution 

The American Revolution (1775-83) is also known as the American Revolutionary 

War and the U.S. War of Independence. The conflict arose from growing tensions 

between residents of Great Britain’s 13 North American colonies and the colonial 

government, which represented the British crown. The revolution was not only a 

war for American political independence, but also domestic struggle for economic 

and political independence. 

The war followed more than a decade of growing estrangement between the British 

crown and a large and influential segment of its North American colonies that was 

caused by British attempts to assert greater control over colonial affairs after 

having long adhered to a policy of salutary neglect. Until early in 1778 the conflict 

was a civil war within the British Empire, but afterward it became an international 

war as France (in 1778), Spain (in 1779), and the Netherlands (in 1780) joined the 

colonies against Britain. From the beginning,sea power was vital in determining 

the course of the war, lending to British strategy a flexibility that helped 

compensate for the comparatively small numbers of troops sent to America and 

ultimately enabling the French to help bring about the final British surrender at 

Yorktown. 

https://www.britannica.com/topic/war
https://www.britannica.com/topic/American-colonies
https://www.britannica.com/topic/salutary-neglect
https://www.britannica.com/place/British-Empire
https://www.britannica.com/place/France
https://www.britannica.com/place/Spain
https://www.britannica.com/place/Netherlands
https://www.britannica.com/topic/naval-warfare
https://www.britannica.com/event/Siege-of-Yorktown
https://www.britannica.com/event/Siege-of-Yorktown


 

 

The Westward Movement of Population 

The original thirteen colonies of the United States were settled along the east coast 

of North America. For many years, few colonists went beyond the Appalachian 

Mountains. However, as the country gained independence and continued to grow, 

more land was needed. The country began to expand into the western frontier.  

Agricultural development in America 

Period of Agricultural Revolution (1860-1914) 

This period is considered as golden period for agriculture in America. During this 

period about 500 million of new land were brought under cultivation. There was 

increased mechanization and better use of scientific methods of farming. This also 

helped industrial growth. The agricultural development was so rapid that the cost 

of food product in many cases was below the cost of production. During this period 

the output production increased at least four times. The rate of growth of 

production was more rapid than the growth of population. 

Agriculture during the period of the first world war(1914-19) 

During the war many countries had to take out the resources form agriculture 

which resulted in decline in the production of food in Europe. The affected 

countries has to buy foodgrains at high price from America. This resulted into 

intensive cultivation in America. The prices were rising. There was thus increased 

mechanization and method of cultivation improved in America. 

The less fertile areas were also brought into cultivation . Farmers were encouraged 

for raising multiple crops. The increased mechanization reduced the area for 



 

 

cultivation.Capital investment in purchasing land and equipments increased 

significantly. 

Inter war Period (1920-39) 

Agriculture had to face hard times after the war. There were deflation and it 

affected all parts of the economy . The total demand for the food products fell off 

within a few year after the close of the war. Exports of the various items fell 

sharply and the result was that the farm income fell sharply in the years following 

1929. 

 

Industrial Revolution      

1.Period of Industrial Revolution (1860-1914) 

Between 1820 and 1860, the visual map of the United States was transformed by 

unprecedented urbanization and rapid territorial expansion. These changes 

mutually fueled the Second Industrial Revolution which peaked between 1870 and 

1914.  

An outburst of technological innovation in the late 19th century fueled this 

headlong economic growth. However, the accompanying rise of the American 

corporation and the advent of big business resulted in a concentration of the 

nation's productive capacities in fewer and fewer hands. Mechanization brought 

farming into the realm of big business as well, making the United States the 

world's premier food producer--a position it has never surrendered. But still the 

land hunger of white Americans continued unabated. This led to wars against the 



 

 

Native Americans of the Plains and the "second great removal" of indigenous 

peoples from their ancient homelands. 

 Indispensable to this growth and development were an unprecedented surge in 

immigration and urbanization after the Civil War. American society was in 

transition. Immigrants arriving from southern and eastern Europe, from Asia, 

Mexico, and Central America, were creating a new American mosaic. And the 

power of Anglo-Saxon Protestants--once so dominant--began to wane. 

 What many thought of as progress, however, others regarded with apprehension. 

Agricultural modernization disrupted family farms, for example, provoking the 

country's farmers to organize protest movements as never before. And the social 

problems that accompanied the nation's industrial development fueled the rise of 

national labor unions and unprecedented clashes between capital and labor. This 

discontent captured the attention of reformers and politicians who began to 

challenge traditional party politics through third-party movements. 

During the first world war (1914-19) 

Although the United States was actively involved in World War I for only nineteen 

months, from April 1917 to November 1918, the mobilization of the economy was 

extraordinary. Over four million Americans served in the armed forces, and the 

U.S. economy turned out a vast supply of raw materials and munitions. The war in 

Europe, of course, began long before the United States entered.  

During the war American economy faced a new problems which changed 

considerably the structure of the industrial economy. There arose a serious 

financial crisis due to closing of the London Stock Exchange and the liquidation of 

European Investments in the United States.  



 

 

Volume of export reduced due to naval warfare. Exports markets for cotton, wheat, 

metals, and steel manufacture were lost temporalily  and prospect for further trade 

commerce and industry were looking very uncertain.  

Apart from negative consequences which were associated with  wars,  in 

WWI the US was on the receiving end of the positive consequences.  The US was 

only actively involved in WWI for nineteen months, but the positive effects from 

war on the American economy would be seen for years to come.  

Due to urgent need for war supplies, American industry  in WWI boomed; in 

just four year, US exports to Europe rose from $1.479 billion dollars to $4.062 

billion dollars. The private sector saw a significant increase in demand for supplies 

for the American army during the war. Contracts from the Army and Navy, for 

things like food, clothing, guns, and ammunition, increased rapidly. As a direct 

result, federal spending in the US also saw a swift increase, from $477 million in 

1916 to its peak in 1918 of $8.450 billion. For people working in the industrial side 

of the economy, their wages went up around six or seven percent during the war. 

The increase in wages and the fact that it was now much easier to find work led to 

an impressive increase in the labor force of America. Total labor forces rose from 

about 40 million in 1916, to 44 million in 1918. World War I permanently 

transformed the American economy. Before the war the US was known for being a 

debtor country. After the war, America became a net creditor, making around $6.4 

billion dollars. WWI came with many losses in life, but the American economy 

saw significant improvements for many years to come. Industry and production for 

wartime efforts contributed greatly to the new and improved American economy 

during WWI. 

American economy during great depression. 



 

 

The global conflict which was labeled World War II emerged from the Great 

Depression, an upheaval which destabilized governments, economies, and entire 

nations around the world. In Germany, for instance, the rise of Adolph Hitler and 

the Nazi party occurred at least partly because Hitler claimed to be able to 

transform a weakened Germany into a self-sufficient military and economic power 

which could control its own destiny in European and world affairs, even as liberal 

powers like the United States and Great Britain were buffeted by the depression. 

In the United States, President Franklin Roosevelt promised, less dramatically, to 

enact a “New Deal” which would essentially reconstruct American capitalism and 

governance on a new basis. As it waxed and waned between 1933 and 1940, 

Roosevelt’s New Deal mitigated some effects of the Great Depression, but did not 

end the economic crisis. In 1939, when World War II erupted in Europe with 

Germany’s invasion of Poland, numerous economic indicators suggested that the 

United States was still deeply mired in the depression. For instance, after 1929 the 

American gross domestic product declined for four straight years, then slowly and 

haltingly climbed back to its 1929 level, which was finally exceeded again in 1936. 

Unemployment was another measure of the depression’s impact. Between 1929 

and 1939, the American unemployment rate averaged 13.3 percent. In the summer 

of 1940, about 5.3 million Americans were still unemployed — far fewer than the 

11.5 million who had been unemployed in 1932 (about thirty percent of the 

American workforce) but still a significant pool of unused labor and, often, 

suffering citizens.  

 

Period of the second world war 



 

 

For the United States, World War II and the Great Depression constituted the most 

important economic event of the twentieth century. The war’s effects were varied 

and far-reaching. The war decisively ended the depression itself. The federal 

government emerged from the war as a potent economic actor, able to regulate 

economic activity and to partially control the economy through spending and 

consumption. American industry was revitalized by the war, and many sectors 

were by 1945 either sharply oriented to defense production  for example, aerospace 

and electronics or completely dependent on it (atomic energy). The organized labor 

movement, strengthened by the war beyond even its depression-era height, became 

a major counterbalance to both the government and private industry. The war’s 

rapid scientific and technological changes continued and intensified trends begun 

during the Great Depression and created a permanent expectation of continued 

innovation on the part of many scientists, engineers, government officials and 

citizens. Similarly, the substantial increases in personal income and frequently, if 

not always, in quality of life during the war led many Americans to foresee 

permanent improvements to their material circumstances, even as others feared a 

postwar return of the depression. Finally, the war’s global scale severely damaged 

every major economy in the world except for the United States, which thus 

enjoyed unprecedented economic and political power after 1945. 

  

 


