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The Great Depression and New Deal (1929-1941)

The Great Depression, which began in 1929 with the stock market crash, was a
period of severe economic hardship that affected millions of Americans.

I. Causes of the Great Depression
Stock Market Crash (1929):

The stock market crash on October 29, 1929, known as Black Tuesday, was one
of the most significant causes of the Great Depression. The crash itself was not
the sole cause, but it marked the beginning of a downward spiral.

During the 1920s, also known as the Roaring Twenties, there was a speculative
bubble 1n the stock market, where stock prices were inflated far beyond the
actual value of companies.



Many mvestors bought stocks on margin (borrowed money), which meant they
were using borrowed funds to buy stocks, making them highly vulnerable to

price drops.

When stock prices began to fall in late October 1929, panic selling began,
leading to a catastrophic loss of wealth. The crash led to bankruptcies, loss of
savings, and widespread economic instability.

Bank Failures:

Following the stock market crash, many banks also failed because they had
mvested heavily in the stock market or loaned money to people who could no
longer repay their debts.

As aresult, millions of Americans lost their savings and banks were unable to
provide loans, further crippling the economy.
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Between 1929 and 1933, nearly 9,000 banks failed, leading to mass
unemployment and business bankruptcies.

Overproduction and Underconsumption:

During the 1920s, the economy had seen great increases in industrial
production, especially in agriculture and manufacturing.

However, by the late 1920s, there was an overproduction of goods, while wages
had not kept pace with productivity, leading to underconsumption.

Farmers were especially hard-hit by falling prices for crops, while industrial

workers could not afford to buy the goods they were producing.

The agricultural sector was also struggling due to the Dust Bowl (discussed
later), which worsened the economic crisis.

Global Economic Issues:

The United States was not the only country affected. Global trade also suffered
after the stock market crash.

The U.S. responded to the economic crisis by passing the Smoot-Hawley Tariff
m 1930, which raised import tariffs on foreign goods. This led to retaliatory
tariffs from other countries, reducing global trade and worsening the
Depression.

Additionally, European nations were still struggling from the aftermath of
World War I and had their own economic problems.

II. Impact on American Society
Unemployment:

One of the most immediate effects of the Great Depression was a dramatic
mcrease in unemployment. By 1933, nearly 25% of the American workforce
was unemployed.Many people lost their jobs due to business closures, and
workers 1n industries like construction, retail, and manufacturing were the
hardest hit.

Families faced extreme poverty, with many men and women struggling to find
work, leading to widespread homelessness and hunger.
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In urban areas, there were large shantytowns, often referred to as "Hoovervilles"
(named after President Herbert Hoover), where people lived in makeshift
shelters made of scrap materials.

Dust Bowl:

The Dust Bowl was a period of severe dust storms during the early 1930s,
primarily affecting the Great Plains of the United States.

This natural disaster was exacerbated by poor agricultural practices (such as
over-farming) and a prolonged drought.

The resulting dust storms destroyed crops, led to soil erosion, and forced many
families off their farms. The hardest-hit areas were located 1n states such as
Oklahoma, Texas, Kansas, and Nebraska.

Hundreds of thousands of families were displaced, and many migrated
westward to California in search of work and a better life, famously depicted in
John Stembeck's novel "The Grapes of Wrath".



Family and Social Effects:

The economic hardship caused by the Depression had significant social
consequences. Marriage and birth rates dropped as people struggled with
financial instability.

Many children had to quit school and find work to help support their families,
and mental health 1ssues increased due to the stress of living in poverty.

Racial and gender inequality persisted as Black Americans and women were
often the last to be hired and the first to be laid off.

III. New Deal Programs (1933-1941)

In response to the Great Depression, President Franklin D. Roosevelt (FDR)
implemented a series of programs and policies designed to provide relief,
recovery, and reform to the nation. These programs became known as the New
Deal.

Relief Programs:

The first 100 days of Roosevelt’s presidency in 1933 marked the beginning of
his New Deal programs. Immediate measures were put in place to provide relief
to those suffering from the effects of the Depression.
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The Emergency Banking Act (1933) was passed to stabilize the banking system
and restore confidence in financial institutions.

The Civilian Conservation Corps (CCC) (1933) employed young men in
environmental conservation projects, providing jobs and a steady paycheck.

The Federal Emergency Relief Administration (FERA) provided direct financial
assistance to the unemployed.

Recovery Programs:

The National Industrial Recovery Act (NIRA) (1933) sought to stimulate
mdustrial recovery by setting up codes of fair competition. It aimed to stabilize

prices, wages, and employment levels.

The Public Works Administration (PWA) (1933) funded large-scale public
mfrastructure projects such as bridges, highways, and schools, providing jobs to
thousands of unemployed Americans.

The Agricultural Adjustment Act (AAA) (1933) aimed to boost agricultural
prices by reducing surplus production. It paid farmers to cut back on production,
though 1t faced challenges in implementation and was controversial for its
mmpact on tenant farmers and sharecroppers.

Reform Programs:

The Social Security Act (1935) established a system of unemployment
insurance, old-age pensions, and assistance to families with dependent
children, which remains a key part of U.S. social welfare today.

The Securities Exchange Act (1934) created the Securities and Exchange
Commission (SEC) to regulate the stock market and prevent abuses that had
contributed to the Great Depression.

The Federal Deposit Insurance Corporation (FDIC) (1933) was created to
msure bank deposits, which helped restore trust in the banking system and
prevent future bank runs.

The Fair Labor Standards Act (1938) set minimum wages and maximum
hours for workers, ensuring protections for employees in industries like
manufacturing.
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Works Progress Administration (WPA):

One of the most ambitious New Deal programs was the Works Progress
Administration (WPA) (1935), which provided jobs to millions of unemployed
Americans.

The WPA funded a wide variety of public works projects, including the
construction of roads, bridges, schools, and public buildings.

It also employed writers, artists, and musicians to create cultural works, such as
murals, literature, and music, helping to shape American culture during this
difficult period.

Criticism and Opposition:

The New Deal faced significant opposition from various political groups. Some
felt that Roosevelt's programs went too far and were socialist in nature, while
others felt they did not do enough to address the needs of the poor and the
unemployed.

Conservative critics argued that the New Deal’s spending policies were too
expensive, leading to deficits and debt.

On the other hand, figures like Huey Long, a populist senator, pushed for even
more radical programs that would redistribute wealth.

Some business leaders feared that government intervention in the economy
would hurt profits and economic freedom.

Conclusion

The Great Depression fundamentally transformed American society, economy,
and politics. While 1t caused significant hardship for millions of Americans, it
also led to the creation of programs that provided relief and restructured the
economy. The New Deal, although controversial, remains a defining moment in
U.S. history, shaping government policy and social programs for generations to
come.The economic challenges of the Depression were not fully overcome by
the New Deal alone, but the New Deal’s legacy can be seen in the social safety
net it created and the lasting reforms that helped stabilize the U.S. economy.



