Chapter

The USA before the Second
World War

SUMMARY OF EVENTS

During the second half of the nineteenth century, the USA experienced remarkable social
and economic changes.

e TheCivil War (1861-5) between North and South brought the end of slavery in the
USA and freedom for the former slaves. However, many whites, especialy in the
South, were reluctant to recognize black people (African Americans) as equals and
did their best to deprive them of their new rights. This led to the beginning of the
Civil Rights movement, although it had very little success until the second half of
the twentieth century.

e Large numbers of immigrants began to arrive from Europe, and this continued into
the twentieth century. Between 1860 and 1930 over 30 million people arrived in the
USA from abroad.

e There was a vast and successful industrial revolution, mainly in the last quarter of
the nineteenth century. The USA entered the twentieth century on a wave of busi-
ness prosperity. By 1914 she had easily surpassed Britain and Germany, the lead-
ing industrial nations of Europe, in output of coal, iron and steel, and was clearly a
rival economic force to be reckoned with.

e Although industrialists and financiers did well and made their fortunes, prosperity
was not shared equally among the American people. Immigrants, blacks and
women often had to put up with low wagesand poor living and working conditions.
This led to the formation of labour unions and the Socialist Party, which tried to
improve the situation for the workers. However, big business was unsympathetic,
and these organizations had very little success before the First World War
(1914-18).

Although the Americans came late into the First World War (April 1917), they played an
important part in the defeat of Germany and her allies, Democrat President Woodrow
Wilson (1913-21) wasaleading figure at the Versailles Conference, and the USA was now
one of the world’s great powers. However, after the war the Americans decided not to play
an active role in world affairs, a policy known as isolationism. It was a bitter disappoint-
ment for Wilson when the Senate regjected both the Versallles settlement and the League
of Nations (1920).

After Wilson came three Republican presidents: Warren Harding (1921-3), who died
in office; Calvin Coolidge (1923-9) and Herbert C. Hoover (1929-33). Until 1929 the
country enjoyed a period of great prosperity, though not everybody shared in it. The boom
ended suddenly with the Wall Street Crash (October 1929), which led to the Great
Depression, or world economic crisis, only six months after the unfortunate Hoover’'s
inauguration. The effects on the USA were catastrophic: by 1933 aimost 14 million people
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were out of work and Hoover’ s effortsfailed to make any impression on the crisis. Nobody
was surprised when the Republicans lost the presidential election of November 1932.

The new Democrat president, Franklin D. Roosevelt, introduced policies known asthe
New Deal to try and put the country on the road to recovery. Though it was not entirely
successful, the New Deal achieved enough, together with the circumstances of the Second
World War, to keep Roosevelt in the White House (the official residence of the president
in Washington) until his death in April 1945. He was the only president to be elected for
afourth term.

22,1 THE AMERICAN SYSTEM OF GOVERNMENT

The American Constitution (the set of rules by which the country is governed) was first
drawn up in 1787. Since then, 26 extra points (Amendments) have been added; the last
one, which lowered the voting age to 18, was added in 1971.

The USA has a federal system of government

Thisisasystem in which acountry is divided up into a number of states. There were orig-
inaly 13 states in the USA; by 1900 the number had grown to 45 as the frontier was
extended westwards. Later, five more states were formed and added to the union (see Map
22.1); these were Oklahoma (1907), Arizona and New Mexico (1912), and Alaska and
Hawaii (1959). Each of these states has its own state capital and government and they
share power with the federal (central or national) government in the federal capital,
Washington. Figure 22.1 shows how the power is shared out.
The federal government consists of three main parts.

Congress. known as the legidlative part, which makes the laws;
President: known as the executive part; he carries out the laws,
Judiciary: the legal system, of which the most important part is the Supreme Court.

(a) Congress

I The federal parliament, known as Congress, meets in Washington and consists of
two houses.

e the House of Representatives
the Senate

Members of both houses are elected by universa suffrage. The House of
Representatives (usually referred to simply as ‘the House”) contains 435 members,
elected for two years, who represent districts of roughly equal population. Senators
are elected for six years, one third retiring every two years; there are two from each
state, irrespective of the population of the state, making a total of 100.

2 The main job of Congress is to legislate (make the laws). All new laws have to be
passed by a simple majority in both houses; treaties with foreign countries need a
two-thirds vote in the Senate. If there is a disagreement between the two houses, a
joint conference is held, which usually succeeds in producing a compromise
proposal, which is then voted on by both houses. Congress can make laws about
taxation, currency, postage, foreign trade and the army and navy. It aso has the
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Figure 22.2 The three separate branches of the US federal gover nment
Sources: D. Harkness, The Post-war World (Macmillan, 1974), pp. 232 and 231

Although the President can veto laws, Congress can over-rule this veto if it can raise a
two-thirds majority in both houses. Nor can the President dissolve Congress, it is just a
guestion of hoping that things will change for the better at the next set of elections. On the
other hand, Congress cannot get rid of the President unlessit can be shown that he or she
has committed treason or some other seriouscrime. In that case the President can be threat-
ened with impeachment (a formal accusation of crimes before the Senate, which would
then carry out a trial). It was to avoid impeachment that Richard Nixon resigned in
disgrace (August 1974) because of hisinvolvement in the Watergate Scandal (see Section
23.4). A President’s success has usualy depended on how skilful he is at persuading
Congress to approve his legislative programme. The Supreme Court keeps a watchful eye
on both President and Congress, and can make life difficult for both of them by declaring
alaw ‘unconstitutiona’, which means that it isillegal and has to be changed.

22.2 INTO THE MELTING POT: THE ERA OF IMMIGRATION
(@) A huge wave of immigration
During the second half of the nineteenth century there was a huge wave of immigration
into the USA. People had been crossing the Atlantic to settle in America since the seven-
teenth century, but in relatively small numbers. During the entire eighteenth century the

total immigration into North America was probably no more than half a million; between
1860 and 1930 the total was over 30 million. Between 1840 and 1870 the Irish were the

474 PART IV THE UNITED STATES OF AMERICA









the country was ‘more like a salad bowl, where, although a dressing is poured over
the ingredients, they nonetheless remain separate’.

e There was growing agitation against allowing too many foreigners into the USA,
and there were demands for the ‘Golden Door’ to be firmly closed. The movement
was racial in character, claiming that America s continuing greatness depended on
preserving the purity of its Anglo-Saxon stock, known as White Anglo-Saxon
Protestants (WASPS). This, it was felt, would be weakened by allowing the entry
of unlimited numbers of Jews and southern and eastern Europeans. From 1921 the
US government gradually restricted entry, until it was fixed at 150 000 a year in
1924. This was applied strictly during the depression years of the 1930s when
unemployment was high. After the Second World War, restrictions were gradually
relaxed; the USA took in some 700 000 refugees escaping from Castro’s Cuba
between 1959 and 1975 and over 100 000 refugees from Vietnam after the commu-
nists took over South Vietnam in 1975.

22.3 THE USA BECOMES ECONOMIC LEADER OF THE WORLD
(a) Economic expansion and the rise of big business

In the half-century before the First World War, a vast industrial expansion took the USA
to the top of the league table of world industrial producers. The statistics in Table 22.2
show that already in 1900 they had overtaken most of their nearest rivals.

This expansion was made possible by the rich supplies of raw materials— coal, iron ore
and oil — and by the spread of railways. The rapidly increasing population, much of it from
immigration, provided the workforce and the markets. Import duties (tariffs) protected
American industry from foreign competition, and it was a time of opportunity and enter-
prise. As American historian John A. Garraty puts it: ‘the dominant spirit of the time
encouraged businessmen to maximum effort by emphasising progress, glorifying material
wedalth and justifying aggressiveness . The most successful businessmen, like Andrew
Carnegie (stedl), John D. Rockefeller (oil), Cornelius Vanderbilt (shipping and railways),
J. Pierpoint Morgan (banking) and P. D. Armour (meat), made vast fortunes and built up
huge industrial empires which gave them power over both politicians and ordinary people.

Table 22.2 The USA and itschief rivals, 1900

USA nearest rival
Coal production (tons) 262 million 219 million (Britain)
Exports (£) 311 million 390 million (Britain)
Pig-iron (tons) 16 million 8 million (Britain)
Steel (tons) 13 million 6 million (Germany)
Railways (miles) 183 000 28 000 (Germany)
Silver (fine 0z) 55 million 57 million (Mexico)
Gold (fine 0z) 3.8 million 3.3 million (Australia)
Cotton production (bales) 10.6 million 3 million (India)
Petroleum (metric tons) 9.5 million 11.5 million (Russia)
Wheat (bushels) 638 million 552 million (Russia)
Source: J. Nichol and S. Lang, Work Out Modern World History (Macmillan, 1990).
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(b) The great boom of the 1920s

After a slow start, as the country returned to normal after the First World War, the econ-
omy began to expand again: industrial production reached levels which had hardly been
thought possible, doubling between 1921 and 1929 without any great increase in the
numbers of workers. Sales, profits and wages also reached new heights, and the‘ Roaring
Twenties , as they became known, gave rise to the popular image of the USA as the
world’s most glamorous modern society. There was a great variety of new things to be
bought — radio sets, refrigerators, washing machines, vacuum cleaners, smart new clothes,
motorcycles, and above all, motor cars. At the end of the war there were already 7 million
carsin the USA, but by 1929 there were close on 24 million; Henry Ford led the field with
his Model T. Perhaps the most famous of al the new commodities on offer was the
Hollywood film industry, which made huge profits and exported its products al over the
world. By 1930 ailmost every town had acinema. And there were even new formsof music
and dance; the 1920s are also sometimes known as the Jazz Age as well as the age of the
daring new dances — the Charleston and the Turkey Trot.
What caused the boom?

1 It wasthe climax of the great industrial expansion of the late nineteenth century,
when the USA had overtaken her two greatest rivals, Britain and Germany. The
war gave American industry an enormous boost: countries whose industries and
imports from Europe had been disrupted bought American goods, and continued
to do so when the war was over. The USA was therefore the real economic victor
of the war.

2 The Republican governments' economic policies contributed to the prosperity inthe
short term. Their approach was one of |aissez-faire, but they did take two signifi-
cant actions:

e the Fordney—McCumber tariff (1922) raised import duties on goods coming
into America to the highest level ever, thus protecting American industry and
encouraging Americans to buy home-produced goods,

e ageneral lowering of income tax in 1926 and 1928 | eft people with more cash
to spend on American goods.

3 Americanindustry was becoming increasingly efficient, as more mechanization was
introduced. More and more factories were adopting the moving production-line
methods first used by Henry Ford in 1915, which speeded up production and
reduced costs. Management also began to apply F. W. Taylor’s ‘time and motion’
studies, which saved more time and increased productivity.

4 As profits increased, so did wages (though not as much as profits). Between 1923
and 1929 the average wage for industrial workers rose by 8 per cent. Though this
was not spectacular, it was enough to enable some workers to buy the new
consumer luxuries, often on credit.

5 Advertising helped the boom and itself became big business during the 1920s.
Newspapers and magazines carried more advertising than ever before, radio
commercials became commonplace and cinemas showed filmed advertisements.

6 The motor-car industry stimulated expansion in a number of allied industries —
tyres, batteries, petroleum for petrol, garages and tourism.

7 Many new roads were built and mileage almost doubled between 1919 and 1929. It
was how more feasible to transport goods by road, and the numbers of trucks regis-
tered increased fourfold during the same period. Prices were competitive and this
meant that railways and canals had lost their monopoly.
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Although many people were doing WenrdUrin the ‘Roarin .
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shared out equally; there were some unius ‘”“‘glc groups of people who must have felt that

their freedom and their liberty did not extend very far. In fact, in many ways it was an age
of intolerance.

1 Fanners were not sharing in the general prosperity

They had done well during the war, but during the 1920s prices of farm produce gradually
fell. Farmers’ profits dwindled and farm labourers wages in the Midwest and the agricul -
tural South were often less than half  those of industrial workers in the north-east. The
cause of the trouble was simple — farmers, with their new combine harvesters and chemi-
ca fertilizers, were producing too much food for the home market to absorb. This was at
atime when European agriculture was recovering from the war and when there was strong
competition from Canada, Russia and Argentina on the world market. It meant that not
enough of the surplus food could be exported. The government, with its |aissez-faire atti-
tude. did hardly anything to help. Even when Congress passed the McNary—Haugen Bill,
designed to allow the government to buy up farmers surplus crops. President Coolidge
twice vetoed it (1927 and 1928) on the grounds that it would make the problem worse by
encouraging fanners to produce even more.

2 Not all industries were prosperous N _
Coal mining, for example, was suffering competition from oil, and many workers were
laid off.

3 Theblack population was|eft out of the prosperity .

In the South, V\E)heF)re the majority of black people lived, white farmersalways laid off black
labourers first. About three-quartersof amillion moved north dunng the 1920slooking fﬁr
jobs in industry, but they almost aways had to make do with the lowest-paid jc;kf)s, the
worst conditions at work and the worst slum housi ng. Black people ?lso had to sufter the
persecutions of the Ku Klux Klan, the notorious White-hooded antl-b|aclk orﬁamza\tl:l(é?é
which had about 5 million members in 1924. Assaults whippings and ygcdmgs £
common, and although the Klan gradually declined after 1925, prejudice an t_lscgnzseé
tion against black people and against other coloured and minority groups continu

Section 22.5).

4 Hostility to immigfants - ed with hostility by descen-
- - mey\ ttrt Europe, were treated Y
dameat e |8|Cr|1§“ 0 A\etrtiog Who came from Britain /N /\ Nelherbnds These

; cants —/Z\ 2"\ 2"\ fOm /\ cnormous numbers
WASPS - White Anglo-Saxon Prg‘:g:ﬁ? 1risl and ltalians and Orthodox and Jewish

of immigrants. These H(]) udgg : hat. not being Anglo-Saxon,
: - Hungarjans. It was thought that, no gANg :
with Poresehd mtngar] :
igg?ei;ﬁggpg threatening the American Wa of life andotfhel g(r)e(?(t)%efr?w z‘;igr‘:rﬁsr.ner'can
nation. In 1924 the Johnson-Reed Act set an dUOta

THE USA BEFORE THE SECOND WORLD WAR 479



5 Super-corporations

Industry became increasingly monopolized by large trusts or super-corporations. By 1929
the wealthiest 5 per cent of corporations took over 84 per cent of the total income of all
corporations. Although trusts increased efficiency, there is no doubt that they kept prices
higher, and wages lower than was necessary. They were able to keep trade unions weak
by forbidding workers to join. The Republicans, who were pro-business, did nothing to
limit the growth of the super-corporations because the system seemed to be working well.

6 Widespread poverty inindustrial areas and cities

Between 1922 and 1929, real wages of industrial workersincreased by only 1.4 per cent a
year; 6 million families (42 per cent of the total) had an income of less than $1000 a year.
Working conditions were still appalling — about 25 000 workers were killed at work every
year and 100 000 were disabled. After touring working-class areas of New York in 1928,
Congressman La Guardia remarked: ‘| confess | was not prepared for what | actually saw.
It seemed almost unbelievable that such conditions of poverty could really exist. In New
York City alone there were 2 million families, many of them immigrants, living in slum
tenements that had been condemned as firetraps.

7 The freedom of workersto protest was extremely limited

Strikes were crushed by force, militant trade unions had been destroyed and the more
moderate unions were weak. Although there was a Socialist Party, there was no hope of it
ever forming a government. After a bomb exploded in Washington in 1919, the authori-
ties whipped up a ‘Red Scare’; they arrested and deported over 4000 citizens of foreign
origin, many of them Russians, who were suspected of being communists or anarchists.
Most of them, in fact, were completely innocent.

8 Prohibition was introduced in 1919

This ‘noble experiment’, asit was known, was the banning of the manufacture, import and
sale of al acohalic liquor. It was the result of the effortsof awell-meaning pressure group
before and during the First World War, which believed that a ‘dry’ America would mean
a more efficient and moral America. But it proved impossible to eliminate ‘ speakeasies
(illegal bars) and ‘bootleggers (manufacturers of illegal liquor), who protected their
premises from rivals with hired gangs, who shot each other up in gunfights. Organized
crime was rife and gang violence became part of the American scene, especialy in
Chicago. It was there that A1 Capone made himself afortune, much of it from speakeasies
and protection rackets. It was there too that the notorious St Valentine's Day Massacre
took placein 1929, when hitmen hired by Capone arrived in a stolen police car and gunned
down seven members of arival gang who had been lined up against a wall.

The row over Prohibition was one aspect of a traditional American conflict between the
countryside and the city. Many country people believed that city life was sinful and
unhealthy, while life in the country was pure, noble and moral. President Roosevelt’s
administration ended Prohibition in 1933, since it was obviously afailure and the govern-
ment was losing large amounts of revenue that it would have collected from taxes on
liquor.

9 Women not treated equally

Many women felt that they were still treated as second-class citizens. Some progress had
been made towards equal rights for women: they had been given the vote in 1920, the birth
control movement was spreading and more women were able to take jobs. On the other
hand, these were usually jobs men did not want; women were paid lower wages than men
for the same job, and education for women was still heavily slanted towards preparing
them to be wives and mothers rather than professiona career women.
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22.4 SOCIALISTS. TRADE UNIONS AND THE IMPACT OF WAR AND
THE RUSSIAN REVOLUTIONS

(@) Labour unionsduring the nineteenth century

During the great industrial expansion of the half-century after the Civil War, the new class
of industrial workers began to organize labour unionsto protect their interests. Often the
lead was taken by immigrant workers who had come from Europe with experience of
socialist ideas and trade unions. It was a time of trauma for many workers in the new
industries. On the one hand there were the traditional American ideals of equality, the
dignity of the worker and respect for those who worked hard and achieved weath —
‘rugged individualism’. On the other hand there was a growing feeling, especially during
the depression of the mid-1870s, that workers had lost their status and their dignity. Hugh
Brogan neatly sums up the reasons for their disillusionment:

Diseases (smallpox, diphtheria, typhoid) repeatedly swept the umsand factory districts;
the appalling neglect of safety precautionsin all the major industries; the total absence of
any state-assisted schemes against injury, old age or premature death; the determination
of employers to get their labour as cheap as possible, which meant, in practice, the
common use of under-paid women and under-age children; and general indifference to
the problems of unemployment, for it was still the universal belief that in America there
was always work, and the chance of bettering himself, for any willing man.

Asearly as 1872 the National Labor Union (the first national federation of unions) led
a successful strike of 100 000 workers in New York, demanding an eight-hour working
day. In 1877 the Socialist Labor Party was formed, its main activity being to organize
unions among immigrant workers. In the early 1880s an organization called the Knights of
Labor became prominent. It prided itself on being non-violent, non-sociaist and against
strikes, and by 1886 it could boast more than 700 000 members. Soon after that, however,
it went into a steep decline. A more militant, though still moderate, organization was the
American Federation of Labor (AFL), with Samuel Gompers as its president. Gompers
was not a socialist and did not believe in class warfare; he was in favour of working with
employers to get concessions, but equally he would support strikes to win afair deal and
improve the workers' standard of living.

When it was discovered that on the whole, employers were not prepared to make
concessions, Eugene Debs founded a more militant association — the American Railway
Union (ARU) — in 1893, but that too soon ran into difficulties and ceased to be important.
Most radical of all were the Industrial Workers of the World (known as the Wobblies), a
sociaist organization. Started in 1905, they led a series of actions against a variety of
unpopular employers, but were usually defeated (see Section (c)). None of these organi-
zations achieved very much that was tangible, either before or after the First World War,
though arguably they did draw the public’s attention to some of the appalling conditions
in the world of industrial employment. There were several reasons for their failure.

e The employers and the authorities were completely ruthless in suppressing strikes,
blaming immigrants for what they caled ‘un-American activities and labelling
them as socialists. Respectable opinion regarded unionism as something unconsti-
tutional which ran counter to the cult of individual liberty. The general middle-class
public and the press were almost aways on the side of the employers, and the
authorities had no hesitation in calling in state or federal troops to ‘restore order’
(see the next section).
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Palace Car Company’s Chicago plant, who had just had their wages reduced by 30 per
cent. ARU members were ordered not to handle Pullman cars, which meant in effect that
all passenger trainsin the Chicago area were brought to a standstill. Strikers also blocked
tracks and derailed wagons. Once again, federal troops were brought in, and 34 people
were killed; the strike was crushed and nothing much more was heard from the ARU. In a
way Debs was fortunate: he was only given six months in prison, and during that time, he
later claimed, he was converted to socialism.

(c) Socialism and the Industrial Workers of the World (IWW)

A new and more militant phase of labour unionism began in the early years of the twenti-
eth century, with the formation of the IWW in Chicago in 1905. Eugene Debs, who was
by this time the leader of the Socialist Party, wasat the inaugural meeting, and so was ‘Big
Bill’ Haywood, a miners leader, who became the main driving force behind the IWW. It
included socialists, anarchists and radical trade unionists; their aim was to form ‘One Big
Union’ to include all workers across the country, irrespective of race, sex or level of
employment. Although they were not in favour of starting violence, they were quite
prepared to resist if they were attacked. They believed in strikes as an important weapon
in the class war; but strikes were not the main activity: ‘they are tests of strength in the
course of which the workers train themselves for concerted action, to prepare for the final
“catastrophe”’ — the general strike which will complete the expropriation of the employers'.

This wasfighting talk, and although the IWW never had more than 10 000 members at
any one time, employers and property owners saw them as a threat to be taken serioudly.
They enlisted the help of al possible groups to destroy the IWW. Local authorities were
persuaded to pass laws banning meetings and speaking in public; gangs of vigilantes were
hired to attack IWW members; leaders were arrested. In Spokane, Washington, in 1909,
600 people were arrested and jailed for attempting to make public speeches in the street;
eventualy, when all the jails were full, the authorities relented and granted the right to
Speak.

Undeterred, the IWW continued to campaign, and over the next few years members
travelled around the country to organize strikes wherever they were needed — in California,
Washington State, Massachusetts, Louisiana and Colorado, among other places. One of
their few outright successes came with a strike of woollen weavers in Lawrence,
Massachusetts, in 1912. The workers, mainly immigrants, walked out of the factories after
learning that their wages were to be reduced. The IWW moved in and organized pickets,
parades and mass meetings. Members of the Socialist Party also became involved, helping
to raise funds and make sure the children were fed. The situation became violent when
police attacked a parade; eventually state militia and even federal cavalry were called in,
and severa strikers were killed. But they held out for over two months until the mill
owners gave way and made acceptable concessions.

However, successes like this were limited, and working conditions generally did not
improve. In 1911 a fire in a New York shirtwaist factory killed 146 workers, because
employers had ignored the fire regulations. At the end of 1914 it was reported that 35 000
workers had been killed that year in industrial accidents. Many of those sympathetic to the
plight of the workers began to look towards the Socialist Party and political solutions. A
number of writers helped to increase public awareness of the problems. For example,
Upton Sinclair’ s novel The Jungle (1906) dealt with the disgusting conditionsin the meat-
packing plants of Chicago, and at the same time succeeded in putting across the basic
ideals of socialism.

By 1910 the party had some 100 000 members and Debs ran for president in 1908,
though he polled only just over 400 000 votes. The importance of the socialist movement
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was that it publicized the need for reform and influenced both major parties, which
acknowledged, however reluctantly, that some changes were needed, if only to steal the
socialists thunder and beat off their challenge. Debs ran for president again in 1912, but
by that time the political scene had changed dramatically. The ruling Republican Party had
split: its more reform-minded members set up the Progressive Republican League (1910)
with a programme that included the eight-hour day, prohibition of child labour, votes for
women and a national system of social insurance. It even expressed support for labour
unions, provided they were moderate in their behaviour. The Progressives decided to run
former president Theodore Roosevelt against the official Republican candidate William
Howard Taft. The Democrat Party also had its progressive wing, and their candidate for
president was Woodrow Wilson, a well-known reformer who called his programme the
‘New Freedom’.

Faced with these choices, the American Federation of Labor stayed with the Democrats
as the most likely party to actually carry out its promises, while the IWW supported Debs.
With the Republican vote divided between Roosevelt (4.1 million) and Taft (3.5 million),
Wilson was easily elected president (6.3 million votes). Debs (900 672) more than doubled
his previous vote, indicating that support for socialism was still increasing despite the
efforts of the progressivesin both major parties. During Wilson’s presidency (1913-21) a
number of important reforms were introduced, including a law forbidding child labour in
factories and sweatshops. More often than not, however, it was the state governments
which led the way; for example, by 1914, nine states had introduced votes for women; it
was only in 1920 that women’s suffrage became part of the federal constitution. Hugh
Brogan sums up Wilson’s reforming achievement succinctly: ‘By comparison with the
past, his achievements were impressive; measured against what needed to be done, they
were amost trivial.’

(d) The First World War and the Russian revolutions

When the First World War began in August 1914, Wilson pledged, to the relief of the vast
majority of the American people, that the USA would remain neutral. Having won the
1916 election largely on the strength of the sogan ‘He Kept Us Out of the War’, Wilson
soon found that Germany’s campaign of ‘unrestricted” submarine warfare gave him no
dternative but to declare war (see Section 2.5(c)). The Russian revolution of
February/March 1917 (see Section 16.2), which overthrew Tsar Nicholas Il, came at
exactly the right time for the president — he talked of *‘the wonderful and heartening things
that have been happening in the last few weeks in Russia. The point was that many
Americans had been unwilling for their country to enter the war because it meant being
allied to the most undemocratic state in Europe. Now that tsarism was finished, an alliance
with the apparently democratic Provisional Government was much more acceptable. Not
that the American people were enthusiastic about the war; according to Howard Zinn:

There is no persuasive evidence that the public wanted war. The government had to
work hard to create its consensus. That there was no spontaneous urge to fight is
suggested by the strong measures taken: adraft of young men, an elaborate propaganda
campaign throughout the country, and harsh punishment for those who refused to get
in line.

Wilson called for an army of amillion men, but in thefirst six weeks, amere 73 000 volun-
teered; Congress voted overwhelmingly for compulsory military service.

The war gave the Socialist Party a new lease of life - for a short time. It organized anti-
war meetings throughout the Midwest and condemned American participation as ‘acrime

484 PART IV THE UNITED STATES OF AMERICA


















This disaster is always remembered asthe Wall Sreet Crash. Its effects spread rapidly:
so many people in financia difficulties rushed to the banks to draw out their savings that
thousands of banks had to close. As the demand for goods fell, factories closed down and
unemployment rose alarmingly. The great boom had suddenly turned into the Great
Depression. It rapidly affected not only the USA, but other countries as well, and so it
became known as the world economic crisis. The Wall Street Crash did not cause the
depression; it was just a symptom of a problem whose real causes lay much deeper.

(b) What caused the Great Depression?

/  Domestic overproduction

American industrialists, encouraged by high profits and helped by increased mechaniza-
tion, were producing too many goods for the home market to absorb (in the same way as
thefarmers). Thiswas not apparent in the early 1920s, but as the 1930s approached, unsold
stocks of goods began to build up, and manufacturers produced less. Since fewer workers
were required, men were laid off; and as there was no unemployment benefit, these men
and their families bought less. And so the vicious circle continued.

2 Unequal distribution of income

The enormous profits being made by industrialists were not being distributed equally
among the workers. The average wage for industrial workers rose by about 8 per cent
between 1923 and 1929, but during the same period, industrial profitsincreased by 72 per
cent. An 8 per cent increase in wages (only 1.4 per cent in real terms) meant that there was
not enough buying power in the hands of the general public to sustain the boom; they
could manage to absorb goods produced for alimited time, with the help of credit, but by
1929 they were fast approaching the limit. Unfortunately manufacturers, usually super-
corporations, were not prepared to reduce prices or to increase wages substantially, and so
aglut of consumer goods built up.

This refusal by the manufacturers to make some compromise was short-sighted to say
the least; at the beginning of 1929 there were still millions of Americans who had no radio,
no electric washing machine and no car because they could not afford them. If employers
had allowed larger wage increases and been content with less profit, there is no reason why
the boom could not have continued for several more years while its benefits were more
widely shared. Even so, a Slump was still not inevitable, provided the Americans could
export their surplus products.

3 Falling demand for exports

However, exports began to fall away, partly because foreign countries were reluctant to
buy American goods when the Americans themselves put up tariff barriers to protect their
industries from foreign imports. Although the Fordney—McCumber tariff (1922) helped to
keep foreign goods out, at the same time it prevented foreign states, especially those in
Europe, from making much-needed profits from trade with the USA. Without those prof -
its, the nations of Europe would be unable to afford American goods, and they would be
struggling to pay their war debts to the USA. To make matters worse, many states retali-
ated by introducing tariffs against American goods. A slump of some sort was clearly on
the way.

4  Speculation

The situation was worsened by agreat rush of speculation on the New York stock market,
which began to gather momentum about 1926. Speculation is the buying of shares in
companies; people with cash to spare chose to do this for two possible motives
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e to get the dividend — the annual sharing-out of acompany’ s profitsamong its share-
holders,

e to make aquick profit by selling the shares for more than they originaly paid for
them.

In the mid-1920s it was the second motive which most attracted investors: as company
profits increased, more people wanted to buy shares; thisforced share prices up and there
were plenty of chancesof quick profitsfrom buying and selling shares. The average value
of ashare rosefrom $9 in 1924 to $26 in 1929. Share prices of some companies rose spec-
tacularly: the stock of the Radio Corporation of America, for example, stood at $85 a share
early in 1928 and had risen to $505 in September 1929, and this was a company which did
not pay dividends.

Promise of quick profitsencouraged all sorts of rash moves: ordinary people spent their
savings or borrowed money to buy afew shares. Stockbrokers sold shares on credit; banks
speculated in shares using the cash deposited with them. It was all something of agamble;
but there was enormous confidence that prosperity would continue indefinitely.

This confidence lasted well on into 1929, but when the first signs appeared that sales of
goods were beginning to slow down, some better-informed investors decided to sell their
shares while prices were still high. This caused suspicion to spread — more people than
usual were trying to sell shares — something must be wrong! Confidence in the future
began to waver for the first time, and more people decided to sell their shares while the
going was good. And so a process of what economistscall self-fulfilling expectation devel -
oped. Thismeans that by their own actions, investors actually caused the dramatic collapse
of share prices which they were afraid of.

By October 1929 there wasaflood of people rushing to sell shares, but because confi-
dence had been shaken, there were far fewer people wanting to buy. Share prices
tumbled and unfortunate investors had to accept whatever they could get. One especially
bad day was 24 October — ‘Black Thursday’ — when nearly 13 million shares were
‘dumped’ on the stock market at very low prices. By mid-1930 share prices were, on
average, about 25 per cent of their peak level the previous year, but they were still
falling. Rock bottom was reached in 1932, and by then the whole of the USA wasin the
grip of depression.

(c) How did the depression affect people?

1 To begin with, the stock market crash ruined millions of investors who had paid
high prices for their shares. If investors had bought shares on credit or with
borrowed money, their creditors lost heavily too, since they had no hope of receiv-
ing payment.

2 Banks were in a shaky position, having themselves speculated unsuccessfully.
When, added to this, millions of people rushed to withdraw their savings in the
belief that their cash would be safer at home, many banks were overwhelmed, did
not have enough cash to pay everybody, and closed down for good. There were over
25 000 banksin the country in 1929, but by 1933 there were fewer than 15 000. This
meant that millions of ordinary people who had had nothing to do with the specu-
lation were ruined as their life savings disappeared.

3 As the demand for all types of goods fell, workers were laid off and factories
closed. Industrial production in 1933 was only half the 1929 total, while unem-
ployment stood at around 14 million. About a quarter of the total Iabour force was
without jobs, and one in eight farmers lost all their property. There was a drop in
living standards, with people queuing for bread, charity soup kitchens, evictions of
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pledge myself, to a new deal for the American people.” The phrase stuck, and his policies
have always been remembered as ‘the New Deal’. Right from the beginning he brought
new hope when he said in his inauguration speech: ‘Let me assert my firm belief that the
only thing we have to fear isfear itself. This nation asks for action, and action now. ... |
shall ask Congress for the power to wage war against the emergency.’

(a) What were the aims of the New Deal?
Basically Roosevelt had three aims:

relief: to give direct help to the poverty-stricken millions who were without food and
homes,

recovery: to reduce unemployment, stimulate the demand for goods and get the econ-
omy moving again;

reform: to take whatever measures were necessary to prevent arepeat of the economic
disaster.

It was obvious that drastic measures were needed, and Roosevelt's methods were a
complete change from those of the |aissez-faire Republicans. He gathered advice from a
small group of economists and university academics whom he caled his Brain Trust. He
was prepared to intervenein economic and socia affairs as much as possible and to spend
government cash to pull the country out of depression. The Republicans were aways
reluctant to take steps of this sort.

(b) What did the New Deal involve?

The measures which go to make up the New Deal were introduced over the years 1933
to 1940. Some historians have talked about a ‘First’ and a *Second’ New Deal starting
in 1935, and even a ‘Third’, each with different characteristics. However, Michael
Heale believes that this oversimplifies the subject. ‘The Roosevelt administration’, he
writes, ‘was never governed by a single political ideology, and its components were
aways pulling in different directions. Broadly, however, it isfair to say that from 1935
the New Dea moved closer to the political left in that it stumbled into an uneasy
alliance with organised labour and showed a greater interest in social reform.” For the
‘first hundred days he concentrated on emergency legislation to deal with the ongoing
crisis:

1 Banking and financial systems

It was important to get the banking and financial systems working properly again. This
was achieved by the government taking over the banks temporarily and guaranteeing that
depositors would not lose their cash if there was another financia crisis. This restored
confidence, and money began to flow into the banks again. The Securities Exchange
Commission (1934) reformed the stock exchange; among other things, it insisted that
people buying shares on credit must make a down payment of at least 50 per cent instead
of only 10 per cent.

2 The Farmers Relief Act (1933) and the Agricultural Adjustment Administration (AAA)
[t was important to help farmers, whose main problem was that they were still producing
too much, which kept pricesand profitslow. Under the Act, the government paid compen-
sation to farmers who reduced output, thereby raising prices. The AAA, under the control
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(c) Opposition to the New Deal

It was inevitable that such a far-reaching programme would arouse criticism and opposi-
tion from both right and left. Critics on the left thought that the New Deal didn’t go fa
enough, while those on the right were horrified at the lengths to which it went.

e Businessmen objected strongly to thegrowth of trade unions, the regulation of hours
and wages, and increased taxation. These would encourage socialists and commu-
nistsand might even lead to revolution. In their view. governments should not inter-
fere so massively in economic affairs, because that would only stifle private
enterprise with al the new rules and taxes.

e Someof the state governments resented the extent to which the federal government
was interfering in what they considered to be internal state affairs

e The Supreme Court claimed that the president was taki ng on too much POWES: it
ruled that several measures (including NRA ) were unconstitutional, and thisheld WP

their operation. The nine members were all elderly and were not Rooseve

appointees. However, the Supreme Court became more amenable dund

Roosevelt’s second term after he had appointed five more co-operative judges®

replace those who had died or resigned.

There was also opposition from socialists, who felt that the New Deal Was ot dias

ticenough and still left too much power in the hands of big business. Oneof the Mo

vociferous critics was Huey Long, governor of |ouisiana and a member of the
senate. He believed that governments should spend heavily wherever it Was MECE"
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d) What did the New Deal achieve?

It has to be said that it did not achieve all that ‘FDR’ had hoped. Some of the meagres
failed completely or were only partially successful. The Farmers Relief Act, for axam.
ple, certainly helped farmers, but it threw many farm labourers out of work. Nor did it g
much to help farmers living in parts of Kansas, Oklahoma and Texas; in the mid-193%
these areas were badly hit by drought and soil erosion, which turned them into a huge
‘dustbow!” (see Map 22.1). Although unemployment was reduced to less than 8 million
by 1937, it wasstill aserious problem. Part of the failure was due to the Supreme Court's
opposition. Another reason was that although he was bold in many ways, Roosevelt was
too cautiousin the amounts of money he was prepared to spend to stimulate industry. In
1938 he reduced government spending. causing another recession, which sent unemploy-
ment up to 10.5 million. The New Deal therefore did not rescue the USA, fromthe depres
sion; it was only the war effort which brought unemployment below the million mark in
1943.

Still, in spite of this, Roosevelt's first eight yearsin office were a remarkable period
Never before had an American government intervened so directly in the lives of ordinary
people; never before had so much attention been focused on an American president. Ad
much was achieved.

e In theearly days the chief successof the New Deal was in providing relief for the
destitute and jobless, and in the creation of millions of extra jobs.

e Confidence was restored in the financial system and the government, and ¢
hlstorlan$ think it may even have prevented a violent revolution. .

e The public works schemes and the Tennessee Valley Authority provided SEfVICES
of lasting value.

e Wadlfare benfits such as the 1935 Social Security Act were an important S
towgrdsa wdfare state. Although “rugged individualism’ was still avitd i”gA
ent in American society, the American government had accepted that it had atiu

to help those in need.

° Mﬁny of the other jnnovations were continued — national direction of rESOUfC€S|/ \
collective pargaining between workers and management became accepted” -
normal.

. Sqn‘;‘e historians Pe!ieve that Roosevelt's greatest achievement was to preser'® wi:ﬂ;
Eﬂg t t})]e called ‘the American middle way’ — democracy and free enterpris® g by
tumq when othgr states, like Germany and Italy, had responded to similar cnséﬁha'

ing:lﬂg to fasu:nl Federal government authority over the state govemment‘ )
€ased anMRoosevel1 had put in place the structures to enable Washing?

manage the economy and social policy.
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(e) The Second World War and the American economy

It was the war that finally put an end to the depression. The USA entered the war in
December 1941 after the Japanese had bombed the American nava base at Pearl Harbor
in the Hawaiian Islands. However, the Americans had begun to supply Britain and France
with aircraft, tanks and other armaments as soon as war broke out in Europe in September
1939. ‘We have the men, the skills, and above al the will’, said Roosevelt. ‘We must be
the arsenal of democracy.” Between June 1940 and December 1941, the USA provided
23000 aircraft.

After Pearl Harbor, production of armaments soared: in 1943, 86 000 aircraft were
built, while in 1944 the figure was over 96 000. It was the same with ships: in 1939
American shipyards turned out 237 000 tons of shipping; in 1943 this had risen to nearly
10 million tons. In fact the Gross National Product (GNP) of the USA amost doubled
between 1939 and 1945. In June 1940 there were still 8 million people out of work, but by
the end of 1942 there was almost full employment. It was calculated that by 1945 the war
effort had created 7 million extrajobsin the USA. In addition, about 15 million Americans
served in the armed forces. Economically therefore, the USA did well out of the Second
World War — there were plenty of jobs, wages rose steadily, and there was no decline in
the standard of living as there was in Europe.
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QUESTIONS

1 Explain what impact the First World War and the Bolshevik revolution in Russia had
on politics and society in the USA in the years 1914 to 1929.

2 In what ways did African Americans campaign for civil rightsin the years before the
Great Depression? How did they respond to the activities of the Ku Klux Klan?

3 Explain why the Palmer Raids took place in 1920. How did attitudes in the USA
towards immigrants change during the years 1920 to 19297

4 How successful were Republican policiesin helping the US economy in the years 1920
to 19327

5 Explain why unemployment was a magjor problem in the USA during the 1930s, and
why the problem was reduced in the years 1939-43.
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6 Explain why there was opposition to President Roosevelt's New
ful do you think these critics were in the period 1933 to 19417 - How o,
7 Explain why Franklin D. Roosevelt won the presidential dection of ‘
cuccessful were the New Deal policiesin relieving the depresSOnjn gy 932, 4,
the years 1033 to 19417 TN g
8 How accuratedo you think it isto talk about the “First” and ‘Second’ Neyy
successful had Roosevelt' s policies been in solving the economic probj Dealsmw
by 19417 FIEMS o the g,

"fing

INI There isadocument question about Roosevelt and the New Deal on the g
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