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A Brief Michigan and U.S. 
Economic History 
¨ Bronze Age – 5000 years ago.  Michigan exported 

copper all over North and South America
¨ About 2000 B.C.   Gold and Silver became a store 

of value
¨ 221-207 BC – Chinese Qin dynasty united the 

country and built the Great Wall; established 
Yuan, world’s oldest currency.

¨ 600-1773 AD: “Golden Age”  of China.  Marco 
Polo, Genghis Kahn, Kabuli Kahn; Beijing is new 
capital

¨ 1300-1800  European trade with China grows



China/India/U.S. GDP% – 1820 to 2010
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Economic History (Continued)
– 1492 Columbus
– 1500-1800    North American exports of firs, coffee, 

tobacco, cotton, and corn, but very little gold.
– 1754-1763  French and Indian War
– 1776  American Revolution– 1776  American Revolution
– 1836  Michigan Becomes a State; Ag Based Economy
– 1849  California Gold Rush
– 1850  Beginning of wood furniture industry in Grand 

Rapids.  Kalamazoo develops paper and spice industries.
– 1896  William J. Bryan “Cross of Gold” Speech.  

Implication: Gold and Silver = Money
– 1900  Cereal industry booms in Battle Creek
– 1907 Money Panic of 1907  



Economic History (Continued)

– 1908  First auto assembly line (Ford)
– 1908  General Motors formed in Flint, MI.
– 1912  Federal Reserve Act
– 1920-1930  Roaring Twenties.  Stock market – 1920-1930  Roaring Twenties.  Stock market 

booms.  Expansion of mass production.  Auto 
industry booms.  Telephone industry booms. 
Beginning of radio

– 1929  Stock market crash.  Great Depression 
begins.  Mass bankruptcies 

– 1933  End of DOMESTIC gold/currency 
convertibility.  Gold called into U.S. Treasury



Economic History (Continued)

¨ 1939-41 Depression Ends.  WWII Buildup 
creates shortages.  

¨ 1942  U.S. Enters War.   Auto industry 
shifts to war production.  By 1945, shifts to war production.  By 1945, 
productive capability for most of the 
industrialized world destroyed, EXCEPT 
for U.S.

¨ 1944  Bretton Woods Monetary Conference



Mt. Washington Hotel, Bretton Woods, NH
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Source:  EconomistMagazine



Reserve Currencies
� Dollar
� Euro
� Yen� Yen
� Pound

� Swiss Franc  (Small Float)
� Canadian Dollar (Small Float)
Note: To some proponents, gold is STILL 
a safe reserve.



Economic History (Continued)
¨ 1946-1966  U.S. dominates world markets.
¨ 1950  Volkswagen imports begin.

¨ 1950-1960Cheap junk imported from 
Japan.Japan.

¨ 1961  Japanese transistor radios.
¨ 1962  First significant tax cut
¨ 1963  First Honda 50-60-70 imports.   
¨ 1971  Honda Civic premier at auto show. 
¨ August 15, 1971.  Landmark day in economic 

history.  



Implications of August 15, 1971
¨ $35 gold peg dropped
¨ Silver certificates recalled to U.S. treasury. 
¨ End of Bretton Woods currency pegs.
¨ “Floating” currency exchange rates.¨ “Floating” currency exchange rates.
¨ After 90 years, end of positive balance of 

trade for U.S.
¨ After 3000 years, end of the gold standard
¨ Shift to “fiat” money.
¨ For economists and international business, 

beginning of a “three dimensional” world.



Two Dimensional World



Three Dimensional World



Three Dimensional World



Three Dimensional World



Economic History (Continued)

¨ 1970  Mild recession. Beginning of wind-
down from Viet Nam was.

¨ 1973  First Arab Oil Boycott.  Oil rises 
from $2.50/bbl to $25.00/bbl ($95 in 2011 $’s)from $2.50/bbl to $25.00/bbl ($95 in 2011 $’s)

¨ Petroleum and petroleum product shortages, 
speculation, hoarding, and gas lines.  
Inflation runs wild.

¨ 1973-1975 Recession.                
¨ 1973-1985   HUGE Push for Energy 

Conservation



Reasons for Driving (In Percents)

15%

3%

School/

Family/
Personal
Business

Work RelatedWork/Commuting

45%

27%

10%

15%

Social/
Recreational

School/
Church

Business



Economic History (Continued)

• 1980-1982 Recession.  Interest rate soar. 
Worst GDP drop since Great Depression. 
Unemployment reaches 10.8%

• 1981-1986 Reagan tax cuts.• 1981-1986 Reagan tax cuts.
• 1985  Oil falls to $8 per bbl.  Economy 

booms.
• 1990-91 Recession.  S & L crisis.
• 2001-2002 Recession.  Dot com/Y2K bust.



2007-2009 Meltdown: 
Key Problems

¨ Formation of subprime loans in 1992 by Fannie 
Mae and Freddie Mac

¨ Subprime loans bundled into  mortgage backed 
securities by Fannie Mae and Freddy Mac, rated 
AAA by S&P, and sold all over the world.AAA by S&P, and sold all over the world.

¨ Rating agencies slow to recognize problems.
¨ Poor regulatory control of mortgage lending  

practices by Federal Reserve, FTC, SEC
¨ Housing speculation runs wild
¨ Homeowners develop a “flip” mentality
¨ The borrowers and/or borrower’s addiction to 

spending



2007-2009 Meltdown (Cont.)

¨ Desire for high, fixed rate returns from 
hedge funds, junk bond funds, and other 
institutions

¨ Virtual end of usury¨ Virtual end of usury
¨ Refinance frenzy of the past 10 years
¨ Spread of sub-prime caution to all other 

lending institutions, including credit card 
firms, auto finance firms, etc.

¨ Federal Reserve’s loose money policy



The Taylor Rule



Consequences of Low Interest Rates
• Fixed rate investments by CDs, bonds, treasury 

notes, etc. nose-dive.  Endowments shrivel. 
• Housing and construction industries become 

over stimulated
• Hedge funds and institutions search for new • Hedge funds and institutions search for new 

fixed rate investments.  They find mortgaged-
backed securities (rated AAA) and Bernie 
Madoff

• Large push for commodity speculation in ALL 
categories of commodities, including precious 
metals, non-ferrous, basic farm commodities, 
etc.



The National 
Economic Recovery:
2007-2009 Recession
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International Purchasing Surveys



GDP Growth



Leading Economic Indicators



Truck Tonnage – Rising Sharply



New Payroll Jobs

January 
+46,000



Consumer Spending Revival



Industrial Capacity Utilization



Personal Saving/Spending Rates



Productivity



Inflation Still At Bay



Why The 
“Great Recession?”“Great Recession?”



43 Million People on Food Stamps



Mortgage Delinquency Rate



Rising Food Prices



Retail Food Prices Fairly Steady 



Small Business Optimism



Current Recovery:  Jobs



Current Recovery:  GDP





Consumer Confidence



Long Term Unemployment



Real vs. Official Unemployment
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Manufacturing Employment



Auto Industry Jobs



Angel Investment Rate



U.S. Consumer Bankruptcies



West Michigan Bankruptcies



Corporate Cash Reserves



Personal Net Worth



Federal Deficits:  Worse and Worse



Michigan and 

West Michigan….



Where Michigan Population is Shifting



Auto Assembly in 1980



Auto Assembly in 2010
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New Orders:  Grand Rapidsand 
Southwestern Michigan
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New Orders: Institute for Supply 
Management National Survey of 

Manufacturing (2007-2011) and JP 
Morgan/GDP Overlay

Add:  J.P. Morgan International
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Michigan Unemployment 1990-2010
(Unadjusted)



County Unemployment (Dec. 2010)

• Washtenaw
• Clinton
• Isabella
• Eaton
• Midland

Barry

6.6%
7.2
7.2
7.4
8.0
8.4• Barry

• Kalamazoo
• Kent
• Ingham
• Allegan
• Muskegon
• Oscoda
• Baraga

8.4
8.4
8.5
8.9

10.3
11.4
21.5
21.1



Michigan Exports (2006 = 100)



Michigan New Projects vs. Unemployment



Auto Sales 2006-2010 (And Trend)



Residential HousingResidential Housing



Case-Shiller Housing Price Change



Case-Shiller Average Selling Price



Single Family Housing Starts



Existing Home Sales



Housing Prices (Inflation Adjusted)



Distressed Sales



Cash-In Refinancing



Average Down Payments



U.S. vs. Canadian Home Prices



Unsold Housing Inventory (And Trend)



Housing Starts (1955-2010)



Percent of Delinquent Loans 



Foreclosures:  By Type



Foreclosures In Progress



Vacant Homes



Problem:  Rising Interest Rates



Average 30-Year Loan Rate



Current Energy IssuesCurrent Energy Issues



Oil Imports: Worse Every Year



Alcohol Production From Corn



Where is “Big” Oil?



Oil Breakeven Ratios of Various 
Alternative Energies(Assumes NO Subsidies/Tariffs)

¨ $5 to $30 – Conventional Oil – Middle East
¨ $15 to $45 – Conventional Oil – Domestic
¨ $35 to $65 – Deep Offshore Oil
¨ $60 to $110 – Oil Shale
¨ $66 to $110 – Coal to Oil¨ $66 to $110 – Coal to Oil
¨ $60 to $90 – Tar Sands Oil (Canada)
¨ $38 to $45 – Brazilian Sugar Cane
¨ $58 to $65 – US Corn Alcohol (assumes $3.00 corn)
¨ $58 to $70 – Traditional Coal with pollution filters
¨ $116 to $145 – Coal With Carbon Capture (at $80 per ton)
¨ $88 to $145 - Nuclear
¨ $62 to $75 - Onshore Wind
¨ $115 to $145 - Offshore Wind



Potential Natural Gas Areas



Where Is The Wind?



Wind Energy Facts

¨ Consistent wind speed is very important
¨ Backup capacity is essential for zero wind
¨ Because of backup, no gain in carbon pollution
¨ Since 2000, wind generators are 2x efficient and ¨ Since 2000, wind generators are 2x efficient and 

50% cheaper.  Net gain: 4x
¨ Large system generation cost = $.06 KWA
¨ Small system generation cost = $.35 KWA
¨ Michigan’s best wind in about 5 miles offshore
¨ Wind turbines require maintenance.  This could 

amount to hundreds of Michigan Jobs



The Economist: Best Information Source



Brian G. Long, Ph.D., C.P.M.
3427 Oakharbor Street
Kalamazoo, MI  49009
(269) 323-2359

Questions?

(269) 323-2359

brian@mmii.org


