Section B: Depression and the new Deal: the USA, 1929 – 41:
Hoover’s attempts to deal with the Depression

· Hoover believed in ‘ruggged individualism’.

· He tried to get agreements with industry to maintain production and avoid unemployment.

· He did offer $4000 million to the construction industry – e.g., 1931 this allowed work to start on the Hoover dam.

· He cut taxes to leave people with more money to spend.
· 1932 – the Emergency Relief Act provided $300 million to provide help for the unemployed.

· 1932 – the reconstruction Finance Corporation (RFC) was set up to give loans to business to try to stop unemployment.

The election of 1932

· Hoover was blamed for the Depression.

· The March on Washington by the veterans led to Hoover using troops to break them up – a major political blunder.

· Franklin Delano Roosevelt (FDR) was the Democratic candidate with lots of charisma.

· His ‘fireside’ chats on the radio reached many Americans.

· He won the election with a big majority.

· He was determined to act quickly – in the Hundred Days he brought in measures to deal with the banking crisis, help agriculture and industry and give help to the homeless and unemployed.

· He interfered in more areas of life than any previous government had ever done – ‘Relief, Recovery and Reform.’

The banking crisis

· Banks had gone bankrupt when businesses could not repay their loans.

· RDF closed all the banks for 4 days to have time to pass new laws.

· The Emergency Relief Act gave the government more control over the banks and some were not allowed to reopen.

· The government also took more control over the Stock market.

Farming: the Agricultural Adjustment Act

· FRD’s aim was to end overproduction by farming less land and finding work for displaced farm workers.

· May 1933 the Agricultural Adjustment Administration (AAA) was set up to pay farmers to reduce their production and drive up prices.

· There was criticism of food being destroyed when millions of people were starving.
· Farm incomes did rise and the Act was popular with farmers.

Relief: (a) the Federal Emergency Relief Administration – May 1933
· The Federal Emergency Relief Administration (FERA) had $500 million to divide equally among the states to help the unemployed.

· Many states still blamed the poor for their inability to provide for themselves

· Many states also believed that such problems were their responsibility and federal government should not interfere.

Relief: (b) the Civil Works Administration – November 1933

· The Civil Works Administration (CWA) was to give work on public projects for 4 million people during the winter of 1933-4.
· It was then closed down.

Relief: (c) the Civilian Conservation Corps – March 1933

· The Civilian Conservation Corps (CCC) recruited young men between 17 and 24 (later, extended to 28) to work in national forests, parks and other public areas.

· They had to live in camps, were given food and shelter and paid a small wage.

· This scheme was criticised for concentrating on white men and offering no guarantee of a job later.

Relief: (d) the Home owners loan corporation – 1933
· The Home Owners Loan Corporation (HOLC) was to stimulate the housing market.
· It gave new loans to home buyers.
· Mortgage rates were kept low to enable buyers to keep their homes.
Relief: (e) the Social Security Act – 1935

· For the first time ever, the federal government was giving old-age pensions to the over 65s and unemployment insurance.

· All of this had to be paid for by employees and employers.

· Old-age pensions would not start until 1940 and would be dependent on how much the worker had contributed.

· Unemployment benefits were low and only available for a limited time

· FDR’s opponents criticised this level of federal government intervention.

Reform: the National Recovery Administration – June 1933

· The National Recovery Administration (NRA) was set up to reform working conditions in America.
· It set fair wages, gave workers the right to join trade unions and outlawed child labour.

· Each industry was encouraged to adopt a fair code of practice.

· Each industry that did so was allowed to use the NRA symbol of the blue eagle

· The Supreme Court declared the NRA illegal.

Recovery: (1) the Public Works Administration – June 1933

· The Public Works Administration (PWA) was to stimulate the economy through a programme of government funded public works.
· Harold Ickes was in charge.
· It took time to get such big projects off the ground but the PWA did produce many long term benefits for America and provided work for hundreds of thousands of people.
Recovery: (2) the Works Progress Administration – 1935

· The Works Progress Administration (WPA) was set up to provide short term jobs in areas not covered by the private sector.
· It was not allowed to compete for contracts with private companies or to build private houses.

· People were taken on for one year and given help to find another job.

· Wages were reasonable but lower than in private industry

· Many small projects were carried out.

How far was the new Deal effective in ending the Depression?

	· 1933-5: unemployment was falling; no American government had ever taken so much responsibility for running the economy or for people’s welfare.

· FDR decided to push forward with a second New Deal.

· 1936 – He was re-elected with a bigger majority.

· FDR responded quickly and again increased spending.

· FDR’s threat to pack the court with his own supporters encouraged its co-operation.
	· FRD was criticised for doing too much or too little: Too much – The Republicans still believed in free markets and believed that regulations were a hindrance: some claimed that FDR was becoming a dictator; others argued that high taxes encouraged people not to work and money was being given to the lazy. Too little – the poor were not being helped enough – see Huey Long & father Coughlan.

· Rich businessmen opposed him.

· Unemployment was still 6 million.

· FDR was worried about government debt and cut back on some programmes.

· The country was plunged back in to Depression.

· 1939 – business was still 25% less than it had been in 1929.

· 1939 – unemployment was still c10 million.

· The Supreme Court challenged FDR, arguing that some of his laws were illegal because the Federal government did not have the right to infer at this level in individual states – e.g., the NRA restricted people’s rights.




What was the impact of the 2nd World War?
· 1939 – USA stayed out of the war because of its policy of isolationism.

· FDR realised the danger and increased spending on defence.

· The Cash and Carry scheme allowed Britain to get goods from America.

· Lend-lease allowed Britain to get supplies without cash payment – this lasted from 1941-45.

· December 1941 – Japan bombed Pearl Harbour > USA declaring war on Japan.

· Hitler then declared war on America.

· From 1942 unemployment fell to almost zero because of the demand for war materials.
