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The Great Depression— Causes and Effects

a. What were the causes for the Great Depression? What were the effects of the Great 
Depression by 1932?

• Causes: speculation, buying on margin (using credit to purchase stocks), a lack of a throw-
away society, overproduction in farming and industry, the misuse of credit, tax policies 
which led to growing socio-economic inequalities, World War I, and tariff policies which 
slowed global trade

• Thought— How did the massive loss of life due to the influenza epidemic of 1918 
contribute to the eventual Great Depression? Idea— over 650,000 Americans- many of 
them young men who were in the military died and this would have a huge impact on the 
psychology of a nation that would be traumatized moving into the decade of the 1920s

• Effects: the crash of the stock market, bank failures, massive unemployment, loss of homes, 
property and farms, and psychological burden of raising a family in the midst of such a 
crisis— all were occurring by 1932



The Hoover Administration and 
the Great Depression

b. How did the Hoover administration attempt to deal with the issues of the Great 
Depression? Why did his efforts fail to succeed?

• He believed that businesses could step in and stem the tide of the depression. He thought 
they could maintain prices, wages and keep their workers employed. 

• When depending on volunteerism, city governments and charities did not work he still 
rejected the idea of direct government intervention. Despite his rejection of the role of the 
federal government in dealing with the economic slowdown, the Hoover administration did 
create the Federal Farm Board which did loan money to desperate farmers and helped 
support cooperatives in an effort to control plummeting farm prices. It also created 
Reconstruction Finance Corporation which which was designed to prop up large shaky banks. 

• Perhaps the Bonus Army incident put the nail in the coffin of Hoover’s presidency as sought 
re-election in 1932. World War I veterans had camped out in Washington D.C. in an effort to 
secure bonuses for their service that were not due to be paid until 1945. The Hoover 
administration used force to remove them in what was a public relations nightmare for his 
chances for re-election. 



FDR

c. What was Franklin Delano Roosevelt’s background and how did it help prepare him 
for dealing with the problems he would face as the president during the depression? 
What were his political philosophies?

• Franklin Delano Roosevelt or FDR, grew up in a wealthy New York political family and 
was highly educated. He followed in the political footsteps of his famous cousin, 
Theodore Roosevelt. However, though he was crippled by polio, he eventually fought 
his way back to become the governor New York by 1928. 

• His bout with polio shaped his life and too, his politics. While he had a great smile, a 
naturally charming personality, a great speaking voice and a keen sense of humor, FDR’s 
bout with polio made him a figure who understood human suffering in a unique way. 

• FDR was not an ideologue, rather he was an experimental politician who was highly 
flexible and much more interested in the results of his policies rather standing on a set 
of policy goals.  



The First Hundred Days

* How did Roosevelt deal with the banking crisis and what was the importance of the first steps 
his administration took in dealing with the crisis of the depression?

• The FDR administration dealt with an economy that was in almost complete collapse. The first 
step taken by the FDR administration was to initiate a bank holiday that closed down the nation’s 
banks and injected them with cash— those that were solvent re-opened their doors to the 
public, but under regulation from the federal government. Insuring bank accounts through the 
FDIC and the Glass-Stegall Act (which separated investment banking from private banking in an 
effort to curb speculation) began to regulate the nation’s banks. Deposits exceeded withdrawals 
and the banking crisis came to a conclusion with the administration setting the tone for its 
policies throughout the depression— using the power and resources of the federal government 
to make institutions solvent, but preserving private ownership. It introduced the ideal of the New 
Deal— the development of regulated capitalism.

• The TVA was an innovative effort in regional planning in which the power of New Deal idealism 
was showcased in the opening stages of the FDR administration. It created a series of dams and 
lakes on major rivers throughout the mid-South and Appalachia which brought electrical power, 
flood control, and recreational opportunities, and in the process, brought one of the least-
developed parts of the nation into the modern era. 



The New Deal— Recovery Programs

*Analyze the importance of the following types of reform and whether or not they represented successes of 
failures in the New Deal programs.

Recovery-- the National Recovery Administration and the Agricultural Adjustment Act
Relief-- the Civilian Conservation Corps and the Works Progress Administration
Reform-- the Social Security Act and the Wagner Act

• Recovery- these programs were designed to be temporary in nature and to get the economy back on track.

• NRA (National Recovery Administration)— the FDR administration attempted to develop a partnership between 
business and labor. The program was designed to regulate business production and prices, but it also sought to 
protect American laborers by establishing maximum working hours, minimum wages, and to establish collective 
bargaining. It collapsed due to being deemed unconstitutional in 1935 and to the simple fact that both business and 
labor leaders were more interested in protecting their interests than in establishing partnerships. 

• AAA (The Agricultural Adjustment Act)— attempted to control farm prices by setting limits on the production of 
major crops. Farm prices did rise, but the subsidy programs had more of a positive effect on large farms which could 
efficiently expand their operations. Smaller farms continued to suffer to some extent and many of these farmers 
were driven off of their land. The Supreme Court declared it unconstitutional in 1936, but the farm subsidy program 
re-emerged in 1938. Though the Farm Security Administration did loan tenant farmers and sharecroppers some 
federal funds, however it never reached a majority of those who may have needed it. Farming slowly ceased in 
America to be a way of life and became an ever-growing commercialized business. 



The New Deal— Relief Programs

• Relief— programs which were designed to temporarily put Americans back to work until the economy 
could reach recovery.

• The Civilian Conservation Corps (CCC)— enrolled young men from America’s cities and towns and 
sent them to work in its public lands— creating trails, building bridges, planting trees, and paving roads. 
The program paid the young men for the work and a percentage of their payment went home to their 
families. It was a program that saw modest success and it was limited in scope, but many of the parks 
and buildings it created are still in use today.

• The Works Progress Administration (WPA)— put unemployed people on the federal payroll in an effort 
to stimulate the economy. It provided jobs for unemployed people in a variety of trades as the federal 
government employed masons, carpenters, artists, writers and photographers. Of all of the New Deal 
programs of its ilk, perhaps this program had the widest impact as its photographers and writers 
documented the depression experience and the buildings it created— post offices, schools, and 
courthouses are still in use today. 

• It is important to note that though these programs made the Depression more bearable there was not 
enough investment in them to lift the entire nation into pre-depression level unemployment. However, 
they are highly visible even today in terms of their impact. 



The New Deal— Reform Programs

• Reform— these programs created the first social safety net in American history and were designed to help 
Americans on a long-term basis.

• Social Security (SSA)— perhaps the most famous New Deal program, it provided a pension for elderly and indigent 
in American society for the very first time. It consisted of three components: a) it provided for pensions that were 
financed by taxes on employers and workers with no government contributions b) it set-up a system of 
unemployment compensation on a federal-state basis, with employers paying a payroll tax and each state setting the 
benefit levels and administering this part of the program on a local basis c) it provided for direct federal grants on a 
matching basis, for welfare payments to the blind, handicapped, needy elderly, and dependent children. It was easily 
passed in 1935.  However, it did have its problems— it did not cover everyone originally (farmers and domestic 
servants were not covered at all); everyone was paid at the same rate despite their needs; and it took money out of 
circulation that could have been used to stimulate the economy. FDR wanted the measure to be conservative in 
nature— a tax that would create a pension for Americans into their twilight years, so that people would see the 
importance of earning their pensions.

• The Wagner Act (NLRA)— was originally opposed by FDR, but it created a board which dealt with labor-business 
relationships, and provided federal support for collective bargaining. It outlawed union-busting tactics and that when 
a majority of of a company’s workers voted for a union to represent them, the management would have to negotiate 
with it on issues of wages, hours, and working conditions. Labor unions could now recruit around the nation and its 
numbers grew. It led to the passage of the ground-breaking Fair Labor Standards Act of 1938 which established a 
minimum wage and set working hours with overtime pay. Though it did set important standards in the American 
workplace, certain industries were exempted from it.  Again, it was a modest success for the FDR administration, as 
it did not fix all of the issues in the American workplace, but it did make some key changes. 



The New Deal— Critics

*What was the importance of the following critics of the New Deal--

** Father Charles Coughlin
** Dr. Francis Townshend
** Huey P. Long

• Father Charles Coughlin— originally supported FDR and used his national radio show to address his 
views. He would later oppose the New Deal and called for the nationalization of the nation’s banks and 
monetary inflation. His mixture of anti-Semitism and crack-pot monetary schemes frightened FDR and 
the nation.

• Dr. Francis Townshend— a California physician wanted to stimulate the economy by giving money to the 
elderly- a monthly pension for everyone over the age of 60. His proposal became the genesis for Social 
Security.

• Huey P. Long— became perhaps the greatest threat to FDR with his “Share Our Wealth” campaigns in 
which he sought to soak the rich and create a national income. Long generated a national following and 
as a senator from Louisiana generated a serious political threat to FDR until his assassination in 1935.

• Note: I am not related to Huey P. Long. : - )


