CHAPTER 24

THE GREAT DEPRESSION AND THE NEW DEAL

1929-1940
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Hoover’s Failure
Great Depression – slumping economy, mass unemployment, swelling relief rolls, psychological toll as well as economic
Stock trading becomes popular in late 1920s, business leaders and economists urge Americans to buy stock and “become rich”
Stocks begin to be purchased for resale value instead of on basis of their earning power, stocks skyrocket higher than ever before
Only 4 million own stock, lured into market by “margin accounts”
Investment trusts, lending money to stockbrokers, new approaches to buying stock contribute to expansive/optimistic Wall Street atmosphere
Long, steep downward slide, October 23 – Dow Jones loses 21 points
Investors conclude boom’s over, 16 million shares sold on October 29
Panic leads to double previous record; no buyers for many stocks
Foundation of credit from margin accounts collapse, investors sell when their stock value drops – by mid-November, $30 billion sold in market
Downplayed by political leaders, advocate working harder and living a more moral life – those who come through are competent people
After crash, economy becomes less resistant to “sources of disease”
Wage and salaries do not increase as labor productivity increases
1923-1929: output up 32%, wages up 8%, encourages overproduction
Unequal distribution of income/wealth: top 0.1% has income equal to bottom 42%, top 0.5% owns 32.4% of net wealth of population
71% of families have incomes below $2,500, 80% have no savings
Crash causes decrease in production, layoffs, decline in consumerism
Public relief inadequate, unemployment insurance non-existent, loss of job is economic catastrophe for workers and their families
By 1933, 12.6 million workers, or 25% of labor force is w/o jobs
Feelings of shame/guilt common with unemployed workers, many struggle with feelings of inadequacy and despair
Joblessness especially difficult for men ages 35-55
Women hold onto jobs better because labor is cheaper, unemployment upsets traditional authority of male as breadwinner, men are in shame
Fear of unemployment/desire for security marks generation
Enormity of depression overwhelms traditional sources of relief, lack money/resources/staff to deal with situation
Hoover efficient with humanitarian efforts during WWI, fails in US
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Protests and the Election of 1932
Resists calls for greater federal role in relief efforts, worries about injuring “the initiative and enterprise of the American people”
President’s Emergency Committee for Unemployment (1930) and its successor President’s Organization for Unemployment Relief (POUR) do little more than encourage local groups to raise money
Plan for recovery centers on restoring business confidence

Reconstruction Finance Corporation (RFC) established in 1932 to make gov’t credit available to ailing companies to stimulate economic activity, but most businesses not interested in loans for expansion
Emergency Relief Act (1932) – RFC gives $300 million to states that have exhausted their relief funds, RFC spends little on such programs
Direct and sometimes violent protests reflect mood of Americans
Auto demonstrations in Detroit, farmers dump cargo tracks in Iowa
“Bonus Army” descends on D.C. to demand in cash the $1000 bonus that was promised to WWI veterans, 20,000 camp in D.C. for cash
US Army evicts camped veterans, heroes driven off provides most disturbing evidence of failure in Hoover’s administration
Congressional elections of 1930 give Democrats majority in House
Franklin D. Roosevelt, governor of NY, is Democratic candidate
Stressed need to reconstruction economy, pledges “new deal”
Spoke for distributing wealth and products equitably, accused Hoover of reckless spending and centering too much power in Washington
Roosevelt wins 472-59, popular vote is 23 million to 16 million
What were the key factors that led to the depression?  Review your economics glossary.
When the stock market’s speculative bubble burst, it set the nation up for a depression that nobody predicted would happen. Another main cause was the imbalance of wealth between the rich and poor. The wealthiest 0.1% of American families controlled the same amount of money as the combination of the poorest 42%. On top of this, better machinery and efficient industrial organization led to an increase in production that was not matched by an increase in wages. While production increased 32% from 1923 to 1929, wages increased only 8%. This led to an overproduction in goods because of the fact that workers are also consumers. Finally, the stock market crash undermined the confidence of large businesses and dissuaded them from expanding and investing further.
