Chapter 25 - The Great Depression








CAUSES





¨	Lack of Diversification


	‚	automobiles  (˜33% in 1929)


	‚	construction





≠	Maldistribution of Purchasing Power


	˜ consumer demand





	ˆ industrial production


	ˆ agricultural production


	8 profits to workers & farmers





Income Group�
# of Families


(x1000)�
% of Total Pop


�
Total Income $�
% of Total Income�
�
under $1000�
5,899�
21.5�
2,900,000�
3.8�
�
$1,000-1,999�
10,455�
38.0�
15,364,000�
19.9�
�
$2,000-2,999�
5,192�
18.9�
12,586,000�
16.3�
�
$3,000-4,999�
3,672�
13.4�
13,866,000�
18.0�
�
$5,000-9,999�
1,625�
5.9�
10,820,000�
14.0�
�
$10,000 and up�
631�
2.3�
21,580,000�
28.0�
�
¬	Credit Structure of the Economy


	


	Farmers in debt $$$


		Land mortgaged


			Crop prices ˜





	Example:








	Small Banks


		8 loan defaults - banks fail





	Large Banks  


		P investing in the Stock Market


		8 contracting scarce credit


		8 calling in loans that can’t be paid





√	America in international trade





	European demand for American goods ˜


		∂ Agriculture & industry rebuilt after WWI


		∑ Financial difficulties (depression)


		∏ Destabilized economy





European situation strongly connected to ƒ


�
ƒ 	International Debt Structure





	1918 Allies owed U.S. Banks large sums of $$$


t


	Their economies were in no state to repay


tt


	Germany and Austria made to pay reparations


ttt


	But their economies were in no state to repay


tttt


	Borrow even more American $$$ to repay loans


ttttt


1929 U.S. economy weakens





8 European difficulties borrowing more $$$


8 Hawley-Smoot Tariff 1930


(highest ever in American history)


tttttt


Europeans default on loans 





�
The “Deepening” Depression 





4	Stock Market Crash


	October 29, 1929 “Black Tuesday”





4	Collapse of the Banking System





	Between 1930-1933:


		‚ 9,000 banks bankrupt/close


		‚ $2,500,000,000 in deposits are lost


		‚ Nation’s $$$ supply ˜ 33%


(less $$$ in circulation)





Deflation - a ˜ in purchasing power


 


How do you combat deflation?


	∂	˜ lower prices


	∑	˜ production


	∏	˜ # of workers





Federal Reserve System (fed gov’t response)





1931 - attempts to build foreign confidence in the $


	P	ˆ interest rates


(makes $ more difficult/less likely to (be) borrow(ed)











1929�
�
1932�
�
$104 billion�
GNP�
$76.4 billion�
�
$16.2 billion�
investment to promote growth�
$0.333 billion�
�
�
consumer price index�
˜25%�
�
�
wholesale price index�
˜32%�
�
$12 billion�
gross farm income�
$5 billion�
�
�
unemployment rate�
25%�
�
�
% of workforce under-employed (reduced wages/hours)�
33%�
�
�
Relief


(according to Hoover)





Urban Depression





¨ state & local relief systems


	8 quickly overwhelmed


≠ private charities


	8 eventually overwhelmed


¬ state government unemployment assistance


	8 declining tax revenues








Rural Depression


	P the most severe





	Farmers


		8	˜ income  60%


		8	33% lost their land


		8	10 year drought (worst in U.S. history)





	P	no shortages of food throughout depression





�
African-Americans


	‚	>50% lived in the South


	‚	majority were farmers


	‚	2 million were on some form of relief by 1932


		(50% of Black population)





Hispanic-Americans


	‚	excluded from immigration restriction laws


		(special interest groups)


	‚	500,000 left U.S. and returned to Mexico


	‚	non-citizens excluded from relief programs





Asian-Americans


	‚	racial discrimination


	‚	economically marginalized





Women


	‚	25% more women were working at the end of 			the depression than had been at the start


	‚	feminist movement declined


	‚	marriage and birth rates ˜





�
American Values





PThe depression did NOT destroy “success ethic”





Video - woman speaking about father





Dale Carnegie - How to Win Friends & Influence People (1936)








Radio & Movies


	‚	“escapism”
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