The Thirties: The Great Depression

Causes
1) wages failed to keep up with productivity

What does that mean?  Businesses weren’t paying their employees enough for them to be able to afford the goods that they were making ( unsold goods causes businesses to fail

[image: image1.jpg]


2) the richest 5% of the population had 25% of the nation’s income (there was an imbalance of wealth)

3) there was a common practice of buying stocks “on margin”  ( i.e. you borrowed money in order to buy a stock

4) the stock market crashed on October 29, 1929 ( meaning that stock prices dropped dramatically in one day

5) there was worldwide financial interdependence after WWI ( Germany (because of the Dawes Plan), England, and France were all in debt to the U.S.

6) interdependent banking ( U.S. banks made foreign loans that collapsed when the stock market crashed

7) international trade ( protective tariffs hurt world economies ( i.e. the Hawley-Smoot Tariff

Pres. Herbert Hoover’s Response to the Depression
1) cut taxes

2) increase government spending on infrastructure ( to pump money into the economy and provide jobs

3) establish the Federal Farm Board

4) establish the Reconstruction Finance Corporation

5) declare a debt moratorium on war debts



Do these sound like good things to do?

Depression-era Economic/Social Conditions

* unemployment ( 25% of the U.S. population was employed (one in four)
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* Bonus Army ( WWI vets marched on Washington demanding their pensions early; Hoover sent out troops, injuring veterans, their wives and children

* “Hoovervilles” and hobos were evidence of widespread homelessness

* there were no jobs available for women and minorities

* the Dust Bowl in the Midwest forced the mass migration of farmers (i.e. the Okies)

Consequences of Hoover’s inaction:
Franklin D. Roosevelt was elected president in 1932

In his First Hundred Days in office he created legislation that responded to the Depression.  He used a “brain trust” of experts who came up with plans for relief, recovery, and reform:

It became known as the ( New Deal
1) Bank Holiday

2) Federal Emergency Relief Act

3) Public Works Administration

4) Civilian Conservation Corps

5) Works Progress Administration

6) National Recovery Administration

7) Home Owners Loan Corporation
8) Federal Housing Administration

9) Agricultural Adjustment Act

10) Federal Deposit Insurance Corporation

11) Securities and Exchange Commission

12) Social Security Act

13) Fair Labor Standards Act

14) National Labor Relations Board
