Inflation and Deflation under Grant
	Grade Level 11 – US History or AP US History


Summary:

	The Grant administration was in favor of “hard money,” while many others wanted a more inflationary policy. This lesson will explain who are the winners and losers in deflationary and inflationary scenarios.


Standards Addressed:


History/Social Science:

	11.26: Trace the economic development of the United States…

12.34: Understand the aims and tools of monetary policy…




Language Arts:

	2.3: Synthesize the content from several sources or works…paraphrase the ideas and connect them to other sources and related topics to demonstrate comprehension


English Language Learner (ELL) Strategies:

Use of Supplementary materials: pretend money and loan agreements.

Adaptation of Content: graphic organizer (T-chart) demonstrating the winners of inflationary or deflationary policy. Read aloud from textbook.

Engaging Scenario:

	How many of you live in a house that is owned by your family? I’m going to guess that those of you that own a house borrowed money from the bank to buy that house. Thus you are debtors and the bank is the creditor. As a creditor, do you prefer inflation, cheaper money, or not? Let’s find out.


Task Summary:
1.   Pass out one pretend greenback to half of the class. Explain that 1 bill = 1 greenback (like a dollar bill) and 1 greenback can buy a nice dinner in a restaurant.

2.   Half the class loans their greenbacks to the other half- have the lenders write a note entitling them to 3 greenbacks from the borrowers in two months.

3.   A month has gone by, and times are tough. Normally you all would get two greenbacks, but now you get 1 for salary. (Pass out new month’s salary to all students) Debtors need to pay back 1/3 of their debts (1 greenback).

5.   If there is inflation, next month you’ll get 10 greenbacks for salary and can easily pay off your debts, but each greenback will buy only bubble gum; you would need 100 greenbacks for a dinner. If there is deflation next month you’ll only get 1 greenback, but it will buy you 2 dinners.

6.   Debtors - do you prefer inflation or deflation? Creditors - do you prefer inflation or deflation? Why?

7.   Read aloud technique for section in history book about monetary policy during the Grant administration.

Resources/Materials Needed:

	1. Materials - make some pretend paper money or use Greenbacks (attached).  If you plan to run the complete simulation, you’ll need approximately 12 greenbacks for every student. Use green paper if possible.
2. Textbook (The American Pageant in this case)

3. Students need paper to make casual loan agreements.




Inflation and Deflation under Grant                               Student Handout 
	Hard Money
	Cheap Money

	Preferred by creditors.
	Preferred by debtors.

	Want less money in circulation, creating deflation.
	Want more money in circulation, creating inflation.

	Do not want silver coinage. 

Back money by gold.
	Want more silver coinage and inflation.

	Deflation may create or prolong a depression for the short term.
	Inflation may destroy the country’s credit rating and currency for the long term.

	Typically Republicans in 1870’s. 

Less popular.
	Typically Populists/Democrats in the 1870’s. 
More popular.


Inflation and Deflation under Grant

Assessment

1. Define the following terms as you learned them in this lesson:

	Inflation



	Deflation



	Hard money



	Cheap money




2. Fill in the blanks.

______ money





_________ money

____flationary






____flationary

possible depression



possible destruction of currency

3. Did Grant prefer a gold standard or more silver coinage? Why?

Inflation and Deflation under Grant

Grading Rubric

	Exceeds Standard

90-100%
	Meets Standard

70-89%
	Progressing Toward Standard

60-69%

	· Zero mistakes on assessment

· Short answer shows understanding of why President Grant preferred hard money

· Shows connection of inflation or deflation to coinage
	· Two or fewer mistakes on assessment

· Understands difference between hard and cheap money

· Understands economic ramifications of gold standard but has difficulty articulating why Grant preferred gold standard


	· More than two mistakes on assessment

· Does not properly define inflation/deflation.

· Sloppy work

· Participates minimally in debtor/creditor simulation
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Greenbacks used with permission from the Federal Reserve Bank of San Francisco http://www.frbsf.org/currency/civilwar/show.html
Lesson developed for the Teaching American History Institute by Mike Spinrad – 2004


