US: Notes

Great Depression(& New Deal…)

Week 2-4 
Great Crash – 1929 – ended prosperity of 1920’s (series of plunges in US stock market) 
On margin – only owned part of stock – couldn’t pay full bill when asked ( panic selling 

· October 29, 1929: Black Tuesday stock values fell $14 billion (dropped lower in following weeks) 

Great Crash triggered Great Depression – flaws in economy 

Causes of Great Depression: 

1) Weaknesses in economy

a. Overproduction (demand went down, production stayed high) 

b. Underconsumption (workers couldn’t afford products they were making  = drop in demand) 

i. Unequal distribution of income: 1% of population owned 59% of nation’s wealth --- relied on rich to buy products to keep economy going (stock market crash affected the rich & they went broke – goods not bought) 

c. Overexpansion of credit (on margin stocks bought) 

2) Fragile corporate (business) structure – collapsed like dominos 
a. Weak banking structure (6,000 banks collapsed) 

3) Inadequate gov’t policies

a. Stock market & corporate consolidation = not regulated by gov’t 

b. Tax policies favored wealthy ( further uneven distribution of wealth

4) Weak international economy 

a. European countries’ economies hadn’t recovered from WWI – owed US $ but could only pay back when US bought their goods 

i. US tariffs kept Americans from buying foreign products, then US economy slows… US makes less foreign investments/loans & European countries defaulted on their loans 

Hoover’s Response to Great Depression: (1929-1933) 

· Hoover: good businessman, self-made millionaire, humanitarian (helped starving Europeans after WWI) 

· Economic Plan: 

· Positive statements (“Prosperity is just around the corner”) 

· Aided business – thought $ would trickle down to workers/consumers

· Lent $ to companies going bankrupt

· Federal works projects to stimulate economy

· Got businesses to agree to NOT lower wages or prices (many had to eventually) 
· Halted payment of war debts by European nations

· FAILURE of Economic Plan: 

· No direct relief provided, falsely insisted economy would get better – he became unpopular 

· 1932: “Bonus army” – WWI veterans & families camped out in Washington DC (wanted bonus promised to them, Congress said no) – Hoover had army forcibly remove the veterans (tanks & tear gas used) 

· Hoover’s beliefs: faith in economic system, hard workers are rewarded, voluntary efforts better than gov’t demands

· Opposed direct relief – liked “self-help” (“rugged individualism”)

Human Impact of Great Depression: 

· Unemployment: 1932 = 12 million people (25% of American labor force) were unemployed 

· Long bread lines 

· Voluntary efforts (Red Cross) reduced

· Banks failed ( people lost savings

· African-Americans & unskilled workers = 1st to experience unemployment (in 1931: black unemployment = 30-60X greater than white) 

· Women still worked (service jobs less affected than manufacturing) 

· Birth rate dropped, college enrollment dropped, families moved in with relatives

· Urban life

· Hoovervilles – unheated shacks built of cardboard/tin 

· Malnutrition/starvation, typhoid, tuberculosis, suicide ( death 
· Rural life 

· Farmers’ income cut in half

· Dust Bowl = drought  (SW) – loss of topsoil to farm ( “Okies” (migrant farmers) moved to CA for work 

· Famous book: Grapes of Wrath by John Steinbeck 

CULTURE OF GREAT DEPRESSION:

CHEAP ENTERTAINMENT: 

· Mini golf, softball, Monopoly (board game), comic strips

· Movies: Hollywood films (not depressing) – Wizard of Oz, Gone with the Wind, Mickey Mouse

· Radio: comedy, music ( influential, unifying means of communication

· Arts: 

· Photos depict suffering – Life magazine 

· Writers: John Steinbeck (protested life of 1930’s), Langston Hughes (Chicago became “new” Harlem of black culture) 

· Musicals = popular type of theater (George Gershwin) 

Franklin Delano Roosevelt [FDR] (1932-1945) 

· Polio – wheelchair – tougher/compassionate

· “fireside chats” – involved people in decisions – emotional attachment, uplifting 

· Controversial: dictator-like powers, elected for 4 terms (died during his 4th) ( 22nd amendment created (2-term limit) 

· Wife: Eleanor Roosevelt – humanitarian – helped minorities (women & African-Americans) – traveled & made speeches ( key role in creation of 1948 Universal Declaration on Human Rights 

New Deal: (3 goals: Relief, Recovery, Reform) 

· Relief Legislation:

· Emergency Banking Act (1933) – closed banks, boosted confidence, inspected them so only stable banks operating 

· Federal Emergency Relief Act (FERA)(1933) - $500,000 provided to direct relief & work projects for hungry/homeless/unemployed

· Public Works Administration (PWA) (1933) – construction projects – housing, hospitals, etc. – gov’t money into economy

· Civilian Conservation Corps (CCC) (1933) – provided work for 2.5 million men 18-25 (only 8,000 women) – conserved natural resources

· Works Progress Administration (WPA) (1935) – temporary jobs to 25% of Americans – replace direct relief with public works projects – spent more gov’t $ than any other program 
· Built roads, bridges, playgrounds…also writers, artists, actors got jobs

· Limited employment to 1 member per family & only women who were heads of households were eligible for WPA jobs

· Tennessee Valley Authority (TVA) (1933) – jobs, cheap electricity, flood control to rural areas of 7 states = dam construction on Tennessee River 

· Recovery Legislation: 

· National Industrial Recovery Act (1933) – National Recovery Administration (NRA) – set codes of fair competition – consumers complained prices were too high, companies complained unions had right to organize ( NRA declared unconstitutional in 1935

· Home Owners Loan Corporation (HOLC) (1933) – help homeowners save home from foreclosure – gave $ to pay off mortgages & provided new long-term mortgages at lower, fixed-interest rates

· Federal Housing Administration (FHA) (1934) – long-term, low interest mortgages

· First Agricultural Adjustment Act (AAA) (1933) – raise farmers’ income by cutting amount of surplus crops/livestock – sell at high prices – gov’t paid farmers to grow fewer crops 

· Only LARGE farms benefitted – people mad about destruction of food – farm prices did go up, AAA declared unconstitutional n 1936 
· Second Agricultural Adjustment Act (AAA) (1938) – 2nd AAA = response to drop in farm prices in 1938 – gov’t paid farmers to store overproduced crops until prices rose ( farmers did not do well again until WWII (increased demand for food) 

· Reform Legislation: 

· Glass-Steagall Act (1933) – created FDIC – guaranteed individual bank deposits up to $5,000

· Securities Exchange Act (1934) – created SEC – regulate stock exchange & investment advisers (can sue for fraud) 

· Social Security Act (1935) – combination of public assistance and insurance – 

· Provided old-age insurance (taxes from worker & employer) 

· Unemployment insurance for workers (paid by employer) 

· Assistance to dependent kids, elderly, ill, disabled 

· National Labor Relations Act (Wagner Act) (1935) – guaranteed right of workers to join unions & collective bargain 

· Fair Labor Standards Act (1938) – minimum wage ($0.25) & max work week (44 hrs) for workers in interstate industries – banned child labor in interstate commerce

New Deal – pro-labor, supported unions (AFL and CIO = 2 big ones) AFL = skilled; CIO = unskilled workers (many minorities) ( 1930’s = strikes! – used force to break up, “sit down strike” = remained in factory but didn’t work until demands met 

EFFECT ON ….

· Native Americans: 1924 finally granted citizenship, forced assimilation (Dawes Act since 1887) – Native Americans lost 90 million acres of land btw 1887-1934

· Tribal restoration – Indian Reorganization Act – restore culture & self-gov’t 

· Another New Deal program gave education to Native Americans

· African Americans: benefitted less than other groups (less organized) 

· FDR did not support civil rights because he need southern votes – lynchings increased in 1930’s – many protested discrimination of New Deal, 40% were helped by New Deal programs 

· Latinos: “Okies” fleeing Dust Bowl competed with Mexicans for farm work in California ( gov’t wanted to stop immigration & return to Mexico any unemployed noncitizens

· Women: no an org. group – less unemployment for women (because working in low-paying jobs less affected by the Depression) – single women & women heads-of-homes = most women workers- earned 50 cents for every $1 a man got ( many New Deal programs no open to women (should stay at home/mom) 

· Did help women in politics though

1st Hundred Days – relief & recovery

2nd Hundred Days (2nd New Deal) – social reform

1936 – high point of New Deal

1937-1938: recession (due in part to cutbacks in New Deal spending) 

1938: New Deal ended (Congress opposed) – unemployment didn’t improve until WWII

New Deal Controversial: some critical because it went too far, others not far enough

FDR’s Strategies:  (Experimenter – trial & error (whatever works, no “one” right idea); Populist/Progressive ideas – use gov’t to solve problems 

· Direct gov’t action (commerce & elastic clauses of US) 

· Taking fiscal action to stimulate economy & decrease unemployment by lowering taxes and increasing gov’t spending

· Accept responsibility for general welfare of people 

· Gov’t regulates business more 

· Spend $ to make $ (John Maynard Keynes) 

Supreme Court Reaction

· Schechter Poultry Corporation v. United States (1935): NRA unconstitutional because it violates separation of powers
· AAA unconstitutional: agriculture = local, not interstate matter 
· FDR tried to start “Judicial Reorganization Bill (“court-packing plan”) – tried to add more judges so his New Deal policies would pass

Critics of New Deal: 

· Women & African-Americans – white men get all jobs

· Progressives & Socialists – more should be done to evenly distribute nation’s wealth

· Republicans – gov’t interference is too high in business (too much like a dictator) 

Evaluating the New Deal: 

· WWII solved unemployment & underconsumption NOT the New Deal 

· New Deal helped people cope with effects of Great Depression

· Increased power of president/federal gov’t 

· Preserved free enterprise system

VOCAB:

1) Distribution 

2) Consumption

3) Regulate

4) Public works

5) Hoovervilles 

6) Drought 

7) Dictator

8) Rural 

9) Collective bargaining 

10) Unconstitutional

