Aim: What were the causes and effects of the Great Depression? 
Introduction

The economic boom of the 1920s came to a crashing end in 1929.

In 1929, the United States experienced the Great Depression, a collapse of the American economy which continued throughout the 1930s.

This is the worse depression in our history; this resulted in people changing their beliefs and ideas about the United States government.

The changes that occurred as a result of the Great Depression have lasted way beyond the 1930s.

1. The Great Depression

The Great Depression is called the Great Depression with good reason. This is because the country was greatly affected.

The initial forecast of the Depression was that it would last for a brief period of time, but the experts were greatly mistaken.

Unemployment was high and many people who had great confidence in the economy during the 1920s were filled with worry and despair.

The leaders of the United States were faced with a struggle to bring back the economy and well as restoring the confidence of the nation.

Question 1

Why was the depression of the 1930s known as the Great Depression?

1.1 Danger Signals

The Depression was triggered by a great deal of danger signals which occurred throughout the 1920s.

The first danger signal was with the American farmer and agriculture.

In the years following WW1, American farmers were overproducing and were selling their products at high prices.

The problem was that the prices were too high and this forced American farmers to lower the prices of their products and their goods.

Since they were not making a lot of money, they could not to buy equipment or new products that were bring sold during the 1920s.

Another danger signal was the fact that during the greatest period of prosperity, most Americans were not making ends meet.

Although in class I have mentioned that the economy of the 1920s was prosperous, that prosperity was reserved to the richest Americans.

Many industrial workers woke up to find that their pay really did not increase. 

This resulted in few workers being able to buy new products and goods created during the 1920s.

A final danger signal was the development of credit as a means to buy products.

One thing about credit that many Americans liked was the installment plan, meaning, pay as much or as little as you wanted.

People bought goods on credit, made payments every month and that allowed for the economy to keep on thriving during the 1920s.

The problem was that too many people overreached and bought too much and could not make the payments every month.

Question 2

What three danger signals helped to trigger the Great Depression?

Question 3

What was the installment plan?

1.2 The Stock Market Crash

When the stock market crashed in 1929, the event brought many Americans to the point of financial collapse and bankruptcy.

During the 1920s, many Americans bought stocks, many of them were speculators (people who took risks on the stock market).

Stockbrokers encouraged people to buy on margin, buying stocks without paying the full price. People were sure that the economy would boom that the price of the stock would increase and cover all past payments.

In 1929, the prices of stocks began to slip. This caused many investors to sell before the market got worse. 

This forced many Americans to sell their stock and many of them could not cover the margins they paid and as a result they went bankrupt.

On October 29, 1929, about 16 million shares of stock were sold. This resulted in many stocks sinking to their original value.

When the market crashed, this had a great deal of impact on other industries.

Banks that invested in the market lost a great deal of money.

Banks found out that people withdrew money to pay off their loans.

This resulted in banks not being able to hand out or finance new loans.

This led to a reduction in credit which caused people to buy less.

Fewer goods were produced.

Fewer jobs were needed so unemployment rose.

The stock market crash was also felt in Europe.

After WW1, many nations in Europe did not recover from the devastation of the war. Their economies were still on “life-support” from the US.

When the US stock market crashed, few nations could receive credit from the US.

Question 4

How did the stock market crash?

Question 5

What effect did the stock market crash have on other industries?

1.3 The Effects of the Great Depression

By the early 1930s, the effects of the Great Depression were being felt on the United States.

In 1932, about 13,000,000 Americans or 25% of the workforce were unemployed.

Many other workers were part-time laborers.

Unskilled and minority workers were usually the first to lose their jobs

Many farmers and ordinary Americans could not make their mortgage payments and many homes and farms were foreclosed.

This resulted in many Americans wondering around the United States looking for work.

In many cities, signs were posted to tell travelers to move on because their were no jobs. 

Many people had no money and no place to live.

Before long, cardboard shacks popped up all over the United States. They were called Hoovervilles for the President of the United States.

Large number of homeless and unemployed people formed breadlines with the hope of bring fed.

In some cities, churches and charities opened soup kitchens for those in need.

Things went from bad to worse as the Depression dragged on.

During the Depression, a drought hit the southern Great Plains. The dirt turned to dust and with the wind, this area became known as the Dust Bowl.

Kansas and Oklahoma were greatly affected by the Dust Bowl. This forced farmers to pick up and move.

The state which gained the most by the Dust Bowl was California. Thousands of people moved to find better farmland in the state.

To cut down the number of people who were looking for a job or seeking relief, the government began to deport Mexicans back to Mexico.

Between 1930 and 1940, the US Government deported about 250,000 Mexicans. Many of them were adults who had children born in the United States and were American citizens.

To help unemployed American workers, the US Congress restricted further immigration to the US.


-1934: The US Congress passed the Tydings-McDuffie Act which called for independence of the Philippines while restricting the number of immigrants from the Philippines to 50 every year.

Question 6

How many people were out of work at the height of the Depression? What year was that?

Question 7

Where was the Dust Bowl? How did it develop?

Question 8

How did the government try to cut down the number of people needing relief?

1.4 Hoover and the Depression

Despite the Depression, President Herbert Hoover believed the economy was sound and would improve.

Hoover thought the problems of the Depression could be solved through strengthening big business.

Hoover held meetings with big business leaders asking them to keep people working and not to reduce worker’s pay.

Hoover also tried to improve the economy in other indirect ways.

To help farmers, President Hoover asked Congress to pass a protective tariff. By passing the tariff, it would raise the prices of food and farmers could make some money.

Instead of helping the farmers, the US Congress made matters worse by passing the Hawley-Smoot Tariff. This tariff affected other nations and their imports into the US.

These nations struck back at the US by passing their own tariffs. This resulted in the prices of American goods to increase and this made matters worse.

President Hoover was also willing to provide loans and indirect relief, but he DID NOT allow the federal government the chance to give direct relief to Americans. 

If the government gave direct relief, Hoover believed, this would destroy self-reliance and individualism, two principles which helped the United States to grow and helped many Americans become rich.

Hoover believed that it was up to the state and local governments to help the people as much as possible. Hoover started private relief agencies and asked the state and local governments to do the same.

Hoover’s first step in fighting the Depression came when he suggested that a government agency be established with the power to issue tax-free bonds and offer credit.

This idea came to be known as the Reconstruction Finance Corporation or RFC. 

The RFC had the following rights and privileges:


1) The power to loan money to banks and businesses.


2) The power to loan money to establish state and local public works projects.


3) The power to loan money to aid and assist farmers affected by the Great Depression.

Another effect of the Depression occurred with the Bonus Army incident.

This incident turned many Americans from supporting Hoover during the Depression to opposing Hoover.

The Bonus Army occurred in July 1932, when some 17,000 WW1 veterans marched on Washington demanding a bonus for their time served in WW1.

The veterans, who would receive the bonus in 1945, demanded that they receive their money now.

While they waited, the Bonus Army established a small community right by the Washington Monument.

Many of the veterans grew tired of waiting, so many of them returned home.

Hoover was worried about the some 2,000 veterans who were still living by the monument.

Hoover summoned the police and army to the monument. The veterans who were protesting found themselves being shot and killed by their fellow man.

Question 9

Why did the protective tariff make things worse for farmers?

Question 10

What was Hoover against regarding relief?

Question 11

What could the RFC do?

Question 12

Why did the World War 1 veterans march on Washington?

1.5 The Election of 1932

The main issue of the Election of 1932 was the depression and what it was doing to the American economy.

The Republicans re-nominated Herbert Hoover while the Democrats nominated New York governor Franklin Roosevelt.

Roosevelt was stricken with polio in 1921, but remained active in politics.

In the campaign, Hoover blamed the Depression on world affairs and was telling the nation that conditions would get better.

Roosevelt promised that conditions would be better under the Democrats and promised a “new deal” for the United States if he were elected.

Roosevelt won the Election of 1932. He received about 23,000,000 of the popular vote and 472 electoral votes.

Roosevelt’s victory also helped the Democrats in the House and Senate elections. With his victory, the Democrats were able to have a majority in the House and the US Senate.

Question 13

What was the major issue of the Election of 1932?

Question 14

Where did Hoover put the blame for the Great Depression?

Aim: What were the goals of FDR’s New Deal? 
2. The First Hundred Days

During the first hundred days of his administration, Franklin Roosevelt set up programs designed to improve life for Americans.

In those 100 days, FDR pushed through fifteen laws to help the United States overcome the Great Depression.

These laws illustrated for the first time that the US government was now responsible for the welfare of the American people. This program would be called the New Deal.

The two aims of the New Deal were relief and recovery.

Question 1

What were the aims of the New Deal?

2.1 The 20th Amendment

The 20th Amendment was one of the first measures passed under the administration of Franklin Roosevelt.

Ratified on February 6, 1933, the amendment stated that in the future, newly-elected Presidents would take office on January 20th of the year following the election.

The amendment also stated that members of Congress will begin their terms on January 3rd.

Before 1933, American Presidents were elected in November and took office in March of the following year.

During the four months after Roosevelt’s election, President Hoover remained in office as a lame duck President.

Since he was to leave office, Hoover was not seen as a strong leader and he made no important decisions regarding the Depression.

This was a problem especially with the worse economic depression in our nation’s history occurring.

Question 2

Why is the 20th Amendment important?

2.2 The Repeal of Prohibition

Another early measure passed by Roosevelt was the repeal (ending) of Prohibition.

The reason to why prohibition was ended was that the government believed that the laws passed during prohibition could not be enforced.

If Prohibition were ended, the US Congress believed more money could be saved if they did not enforce the laws.

If Prohibition were ended, the government could go back and tax money spent on the buying of alcoholic beverages in the nation.

In February 1933, the amendment was passed and in December of 1933, the amendment was ratified. The 21st Amendment was the only amendment ratified to abolish a prior amendment.

Question 3

Why was Prohibition ended?

2.3 The Banking Crisis

The banking crisis was the first major problem facing the administration of Franklin Roosevelt.

By the time Roosevelt took office, more than 5,000 banks shut down because of the Great Depression.

Because of this, many Americans lost faith and had a lack of confidence in the American banking system. More and more people took their money out of the banks.

On March 9, 1933, Roosevelt and the United States Congress passed the Emergency Banking Act.

This act declared a four-day banking holiday for all financial institutions. All banking business was stopped so that Franklin Roosevelt and his administration would be able to handle the crisis.

His decision worked and the banks throughout the United States were able to be saved through FDR’s quick thinking.

On March 12, FDR spoke over the radio regarding the banking crisis.

This was the first time an American President used the radio to reach the American people.

FDR called these events fireside chats and his first fireside chat helped Americans regain some confidence and faith in the banking system that was crushed by the Great Depression.

In June 1933, the US Congress passed the Banking Act of 1933.

This act told the banks that they could not use any money for speculation on the stock market.

In addition, the act also created the FDIC (Federal Deposit Insurance Commission) which allowed the US Government to protect individual bank deposits up to $5,000. (Today, the FDIC will insure you up to $100,000.)

Question 4

How did President Roosevelt handle the banking crisis?

2.4 The Unemployed

Another major problem facing Roosevelt was unemployment.

By the time he took office, about 25% of the nation’s work force was unemployed. Many others were temporary workers.

After he took office, Roosevelt and the US Congress began to find ways of providing jobs and relief to those Americans who were unemployed.

In March 1933, the Civilian Conservation Corps (CCC) was established to provide jobs to Americans between the ages of 18 and 25.

The CCC employed about 250,000 men whose job it was to build public works (roads, parks, buildings, bridges).

By 1941, about two million people were hired by the Civilian Conservation Corps.

In May 1933, FDR and the US Congress passed and established the Federal Emergency Relief Act.

This act was designed to give direct aid to the states and it was run by Harry Hopkins.

The agency had the power to give the states $500 million dollars for work projects.

In May 1933, the Civil Works Administration was established and this administration provided four million people with a job.

In June 1933, the Public Works Administration was created.

This program was created to help local and state governments build public works in their cities and towns and had a budget of $3,300,000 to be spent on such projects.

In 1935, the Works Progress Administration was established to help build playgrounds and hospitals.

The WPA also set up projects for those Americans involved in the arts. This marked the first time, the US Government took a step in furthering the arts.

Question 5

What was the purpose of the CCC?

Question 6

What was the purpose of the PWA?

Question 7

What program provided the first direct federal aid in helping the arts?

2.5 The Tennessee Valley Authority

This was one of the boldest programs under the administration of FDR.

The TVA was established in May 1933 and this was the United States Government first attempt at regional planning.

The job of the TVA was to develop the Tennessee Valley area-an area whose land was being slowly worn away by erosion.

The TVA built dams to control floods, established programs to control soil erosion and built power stations to generate electricity.

This raised the standard of living of the area as well as attracting more investment in the area.

2.6 Helping the Farmers

This was another goal of Franklin Roosevelt’s New Deal program.

In May 1933, the Agricultural Adjustment Administration was established. The job of the AAA was to raise prices by having farmers grow less product.

To encourage farmers not to overplant, the AAA paid farmers to keep parts of their farms open.

The money used to pay the farmers allowed farmers to raise their standard of living as well.

In June 1933, the government passed the Farm Credit Act. This act allowed farmers to get low-interest loans to keep their farms.

By passing this act, the number of farm foreclosures and number of bankrupt farmers dramatically dropped.

Question 8

What was the purpose of the AAA?

2.7 Helping Industry

Another goal of the New Deal was to help American industry.

In June 1933, the National Industrial Recovery Act which allowed for the establishment of the National Recovery Administration.

Under the NRA, each industry in the United States was allowed to set up codes regarding fair competition.

By doing this, industries could cut production without cutting prices.

This allowed more companies to be running during the Depression and more people could work.

Aim: What were the goals of the New Deal? 
3. The New Deal

After hundred days passed, FDR and the US Government passed and established more New Deal programs in the United States.

Although the programs were bold, many of the programs did not help the United States escape the Depression.

This resulted in FDR doing more long-term planning to help end the Depression. 

These programs became known as the 2nd New Deal.

Many of FDR’s cabinet members backed many of the reforms.

One of the biggest supporters of the New Deal was Frances Perkins, who was the Secretary of Labor. She was also famous because she was the first female cabinet member.

Many of the members of FDR’s cabinet became known as the “Brain Trust” because they were the most intelligent members in their fields.

3.1 Public Housing

During the New Deal, FDR and the federal government made strides in improving public housing.

In June 1934, the National Housing Act was passed. This created the Federal Housing Administration.

The FHA guaranteed home improvement and mortgage loans made by banks and other businesses that loaned money.

This program would allow the federal government to encourage more home building and to bring about a stronger financing system.

The FHA was followed by the National Housing Act of 1937. This created the United States Housing Authority.

This organization provided better housing for people with low incomes.

Federal Housing Act 

Question 1

How did the New Deal help the housing industry?

3.2 Strengthening Labor

One of the goals of the New Deal was to strengthen labor.

This was a complete turnaround because in the past, the government had always backed management.

Roosevelt believed that without the backing of labor, the New Deal would fail.

Roosevelt felt that labor would support the New Deal if they were allowed to organize and raise their incomes.

With more money, workers would have more money to spend and by doing this, the economy would improve.

The first move was the National Industrial Recovery Act which allowed the right of organizing for labor unions. This increased union membership and more importantly it helped FDR get support for his New Deal.

Allowing the right to organize was passed in the National Labor Relations Act. Also called the Wagner Act, this act was passed in 1935 by Senator Robert Wagner of New York.

This act spelled out what businesses could allow or not allow unions to do.

This act also created the National Labor Relations Board. The job of the NLRB was to watch employers and look at any complaints from any industry in the US.

It also allowed collective bargaining between labor and management.

As relations improved between labor and management, the American Federation of Labor began to recruit members.

However, many members of the AFL were not skilled workers, so John Lewis, the leader of the union, created the Congress of Industrial Unions for unskilled workers.

In 1938, the AFL rid themselves of John Lewis and his followers. The CIO reformed as a separate union and by 1941, it had 2,800,000 members and the AFL had 4,500,000 members.

About the same time that the AFL and CIO split, the Fair Labor Standards Act was passed.

The Fair Labor Standards Act established a 40-hour work week and established a minimum wage.

In addition, the act allowed workers to be paid for overtime and abolished child labor.

Question 2

What did the National Labor Relations Act provide?

Question 3

What did the Fair Labor Standards Act provide?

3.3 Social Security

In August 1935, the Social Security Act was passed.

Social security provided unemployment insurance for workers who were laid off their jobs.

Social security also insured people against loss of income due to retirement because of old age and disability.

Finally, social security provided federal aid to those people who had children that were crippled, blind or had no means of support.

Money for social security was to come from taxes on business payrolls and worker’s earnings. Most of the money came from the federal government, each state was to set up and run its own unemployment programs.

Question 4

Who pays for social security?
Aim: What were the problems of the New Deal? 
4. Problems of the New Deal

Not everyone was in favor of the New Deal when it was announced in 1933.

Some Americans liked the fact that the programs were working and were doing a lot of good for needy Americans.

Other Americans did not like the fact that the New Deal went against many traditional American principles.

Over time, the constitutionality of the New Deal would be argued in the courts and in some cases, programs in the New Deal would be overturned.

Question 1

Why was there controversy over the New Deal?

4.1 The New Deal and Civil Rights

Although the New Deal made gains in civil rights for Blacks and Indians, neither group was satisfied.

This was because these groups believed that FDR’s New Deal programs did not go far enough to grant full civil rights to these groups.

Nevertheless, these groups continued to back the New Deal and FDR.

Until 1933, many Blacks supported the Republican Party.

When the Depression occurred, many Blacks turned to the Democratic Party because they hoped the New Deal would bring them jobs.

FDR and his First Lady, Eleanor, met with many Black leaders. Many New Deal programs had clauses which dealt with discrimination.

Under many New Deal programs, race was a major issue.


(1) CCC camps were segregated


(2) WPA programs did not give jobs to Blacks


(3) AAA favored farmers who owned many acres of the land


(4) Many Blacks not covered under Social Security

The American Indian was also disappointed by the New Deal.

1934: The US Congress passes the Indian Reorganization Act. This allowed Indians the chance to form land-owning corporations. The government had money to loan Indians from the Dawes Act.

Native Americans did not feel that they should not have to buy back land that was theirs in the first place.

Many Indians were able to own land, but many Indians did not improve under the New Deal.

The Indian Reorganization Act also allowed Indians to govern.

By doing this the US Government believed that the Indians would return to their traditional way of life.

However, the way we established the law was not welcomed by the Indians.

Many Indians wanted to choose their leaders through traditional measures and not elections.

As a result, many Indians did not vote.

If they did, the US Bureau of Indian Affairs would have the final say.

Question 2

Why were Indians and Blacks disappointed with the New Deal?

4.2 Critics of the New Deal

One of the strongest critics of the New Deal was Senator Huey Long of Louisiana.

Long wanted every family to have $5,000 minimum income provided to them by the government. He called this the Share Our Wealth Program.
Another critic was Father Charles Coughlin.

When FDR was elected, Coughlin urged the government to take over private industry.

When FDR did not do this Coughlin used the radio to attack FDR. He reached 10,000,000 people.

However, business leaders really did not like FDR. Many of them belonged to the American Liberty League.

The members of this group believed the federal government should take a less active role in the lives of Americans.

The members were really against the TVA because now the government was involved in free-enterprise and that small companies could not compete against the government who had a lot of resources.

Question 3

What were some of the proposals made by critics of the New Deal?

Question 4

Who posed the strongest opposition to the New Deal? Why did they oppose the New Deal?

4.3 The Courts and the New Deal

Before long, many critics of the New Deal had their day in court…The US Supreme Court.

Schechter v. US ruled that the NIRA (National Industrial Recovery Act) was unconstitutional because it gave too much power to the President.

In US v. Butler the US Supreme Court ruled that a tax of the AAA was unconstitutional.

The decisions angered Roosevelt because he thought the courts would overturn the New Deal.

FDR tried to change the strategy.

FDR tried to propose laws that would increase the size of the US Supreme Court.

By doing this, he would be able to keep the New Deal legal.

He tries doing this when he wins re-election in 1936.

However, the US Congress prevents this because they believed that what he was doing would violate the system of checks and balances.

