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The USA between the wars:

* Americans took an Isolationist attitude against the rest of the world after WW I. Wilson set up the League of Nations, but the USA did not join.

* The melting Pot concept of America began to shut down with stricter regulations on Immigration through the Immigration Acts and Neutrality Acts.
*American politicians stated that they would only get involved internationally when the security and prosperity of the USA was directly affected.

* Racial tensions mounted, slavery had been abolished in 1865, but between 1920-25,
 5 million Americans joined the Ku Klux Klan, and anti-black, anti-Jewish, anti-everything except White Power!
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To protect America’s economy, the government introduced tariffs. These were taxes that any foreign country had to pay to America to get their goods into America. This made all foreign imports more expensive than American goods so people in America naturally bought home produced goods. This further boosted the American economy and lead to huge employment but foreign countries retaliated by introducing [image: image3.png]


taxes (tariffs) against American goods going into Great Britain, for example. Economic Protectionism.
· However, the American market was so strong that this did not hurt her and America moved into what was called a policy of isolation. America isolated herself from the rest of the world and continued to gain prosperity - though not everyone benefited.
· The expansion of the American economy (protected by the Fordney-Macunder Act which introduced the aforementioned tariffs) lead to masses of jobs being created and this was to attract many to immigrate to America. To combat so many coming into America, the government decided to introduce literacy tests and in 1921 the Immigration Quota Act stated that no more than 357,000 immigrants could enter America each year. This figure was cut to 150,000 by 1929.
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Prohibition:

· Prohibition in the United States was a measure designed to reduce drinking by eliminating the businesses that manufactured, distributed, and sold alcoholic beverages. 
· The Eighteenth Amendment to the U.S. Constitution took away license to do business from the brewers, distillers, vintners, and the wholesale and retail sellers of alcoholic beverages. 
· The leaders of the prohibition movement were alarmed at the drinking behavior of Americans, and they [image: image5.png]DJIA Weekly
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were concerned that there was a culture of drink among some sectors of the population that, with continuing immigration from Europe, was spreading.
· In 1920, the USA banned the consumption, distribution or creation of liquor.

· This was a political movement to rid society of the evils of drink, religious in its base.- http://www.youtube.com/watch?v=DVuwREbGh3w
· All it really did was to create speakeasies: illegal bars, rumrunners, people were going to get it if they wanted it.

· Dutch Schultz and Al Capone made huge profits, as the gangsters took over the illegal trade. They also gained fame from the public and the media because they were hard to catch criminally. Prohibition created Gangsterism and corruption in the police and the courts.
· 13 years later, prohibition was abolished with its long lasting effects being turning regular people into lawbreakers.
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http://www.youtube.com/watch?v=D9PRM67m8Wk&feature=related
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Industrial Breakthrough:
Mass Production of Consumer products!
· 1917-1929, rapid and powerful growth

· The Assembly line created by Henry Ford and the Ford Motor Company allowed products to be rapidly made at less cost.

· Concrete mixers dump trucks, telephone switchboards, rayon, synthetics, radios, cameras, vacuums, washing machines, and especially cars.
· The silent film industry boomed in Hollywood, making huge profits.

· Radio became very big, with film were used as vehicles for advertising

· Union membership dropped as the concept of workers uniting was seen to be Communist and un-American.
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http://www.youtube.com/watch?v=Xmqc_wJN4_M
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· Herbert Hoover was President from 1929-333 and declared American economic progress as unstoppable.

· People were rapidly investing in the countries future by buying company stocks and shares. As industry boomed, the value of the stocks increased, so more people invested.

· People bought on the Margin – the buyer bought with a small percentage of cash, and the rest was covered by loans.

· Brokers provided the loans; they got loans from banks and companies.

· Speculation buying was buying and hoping the value of the shares would rise, sell at a profit before repaying your debt, and then re-invest in more shares on the margin.

· Between 1926-29, just about everyone with cash was in.

The Roaring 20’s – America seemed to be the best place on earth!

THE GREAT DEPRESSION:
Causes of the Depression:
1. Poverty in the midst of plenty: Not everyone was getting rich in the Roaring 20’s. One third of personal income was earned by the top 5% of wealthy Americans. This meant that only the wealthy could afford to buy goods manufactured in the factories. Once they had bought all the goods, then demand fell, so the factories had to make fewer of them. This would lead to a rise in unemployment.

2. The problems of farmers: they produced more food than the population could eat, so they were left with a surplus. This causes food prices to drop, which meant lower incomes for farmers and farm workers. Thousands of farmers tried to get out of their difficulties by borrowing money from [image: image10.png]SOCIAL SECURIT
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banks. But since they could not repay their loans due to falling prices, many farmers lost their land when the banks foreclosed their mortgages.


3. Trade problems: In 1923, the government had put tariffs or duties on goods coming into America. They did this to help American industries from any foreign competition. The disadvantage of this is that other countries did the same, so the Americans could not sell their surplus products abroad.

4. Speculation on the Stock Market: People were buying stock on the margin. Too many people were buying shares with borrowed money. Speculation worked only when the shares were expected to rise in value. In 1928, fear of falling share prices began to arise, as company’s profits began to decline. Some rich investors began to sell their shares in high volume. Suddenly in 1929, everybody was trying to sell their shares. Panic spread on the Wall Street Stock exchange in New York, as share prices fell rapidly.

Black Thursday – Oct 24, 1929 – Rapid fall in share prices. The major banks met to discuss what to do and decided to buy large numbers of stock to restore confidence in the market. If the market crashed, the banks would not get back their loans. This stopped the problem for a short time.
The Final Crash – Black Tuesday Oct 29, 1929 – The banks now wanted their loans from the brokers, the brokers then asked for their loans from the shareholders, the only way to pay was to sell more stock. Panic ensued as massive selling took place, and the bottom of the market fell out.


Post-Market Crash:

· 1929-32 – breadlines, unemployment, homelessness, Hovervilles, farm evictions, banks went bankrupt, protests.

· 12 million people unemployed
President Hoover believed that government help for the needy was too close to Socialism, and not American. He kept talking of “rugged American individualism” and times will get better.




* Because of his inaction, Hoover lost the 1932 election to Franklin D. Roosevelt, who promised a New Deal for the people of America.

Roosevelt’s New Deal: http://www.youtube.com/watch?v=TRw-OQYDe2M&feature=related

“The only thing we have to fear, is fear itself”  FDR

· The aims of the New Deal were to alleviate distress, create jobs and protect the stock market.

· The first 100 Days:

· Reorganize the banks through the Emergency Banking Act. Rebuild the banks that could be rebuilt, and install confidence in the banks by the public.

· Cut government spending, and use the money to help the needy.

· End prohibition, tax booze and use the tax for revenue.

· The Fireside Chats: Roosevelt would address the Nation every Sunday to let the public know what was happening, and what was being done.
THE HUNDRED DAYS, 9 March - 16 June 1933 

Immediately following Roosevelt's inauguration on March 4, 1933, a special session of Congress met to deal with the banking crisis. FDR held them in session to meet with other crises as well. FDR's main goals included relief, recovery and reform: 
· relief for individuals who through no fault of their own were unable to provide for themselves; 
· recovery of the economy so that business would be able to start hiring people again; 

· Reform of the government and the economy to avoid the recurrence of problems that had risen persistently during the industrial age. 
These three months constituted one of the most extraordinary outpourings of legislation in the history of Congress. Here are the major measures of the hundred days:
The Main Alphabet Agencies:
CCC

Civilian Conservation Corps: outdoor projects for jobs

AAA
Agricultural Adjustment Administration: adjust food production

TVA
Tennessee Valley Authority: jobs building Hydro electric damns

NRA
National Recovery Administration: pay fair wages to workers

· These agencies directly affected all Americans, and unemployment began to decline.

· In 1933; 12,830,000 unemployed

· In 1936; 9,030,000 unemployed

· So! The agencies were good, but DID NOT cure the problem.

THE DUST BOWLS: 1934, the Midwest went through a heat wave. Basically blowing away many farms. Many people packed up and moved to California. 
The Supreme Court then ruled in 1936 that the Alphabet Agencies were unconstitutional because there was too much government interference. Not everyone thought FDR was doing the right things.

In 1935 FDR brought in the Social Security Act, which created pensions for the first time.
"We can never insure one hundred percent of the population against one hundred percent of the hazards and vicissitudes of life, but we have tried to frame a law which will give some measure of protection to the average citizen and to his family against the loss of a job and against poverty-ridden old age."—

· Despite all the criticism FDR faced, the New Deal began to work and FDR won a huge election victory in 1936.
· BUT! In 1937, another depression hit, unemployment went back up, production went down, and the Unions became a problem.

· In 1938 a Republican Congress majority was elected, who would not support the Democrat FDR.

· Despite all this, FDR again won in the 1940 election. The people felt comfortable with him.

World War II would actually get the USA out of the Depression.
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