
The 1930s Depression &  
the New Deal 



Why was there a Great Depression in 
the 1930s? 

• Maldistribution of wealth. A major cause of the depression 
was the inequality of wealth in America. There were some 
extremely rich people, and huge numbers of extremely rich 
people, while 40% of the population were living in poverty. 
It wasn’t that there was too little money, but it wasn’t in 
the hands of the people who would spend it. Americans 
produced too much and bought too little, and prices fell. 

• Weakness in the economy. Agriculture, and the coal, iron 
and textiles industries were having problems in the 1920s. 
When the Depression started, they collapsed quickly. 

• Cycle of Depression. As more banks and companies failed, 
and people were put out of work, they had less to spend, 
and so more companies went bankrupt and made their 
workers unemployed. The Depression simply spiraled down 
worse and worse.  





Causes and Effects of the Great Depression 

Long-term Causes Short-term Causes Short-term Effects Long-term Effects 

• huge debt 
resulting from 
WWI 
• European 
dependence on 
American loans 
• widespread use 
of credit 
• overproduction 
of goods  
• decline in 
demand 

• stock market 
crash of 1929 
• banks demand 
repayment of 
loans 
• Americans can no 
longer give loans 
to other countries 
• business and 
factories fail 
• high protective 
tariffs  

• vast 
unemployment 
and misery 
• bank failures and 
collapse of credit 
• lack of resonse 
from 
governments= loss 
of faith in 
capitalism and 
democracy 
• authoritarian 
leaders gain 
support 

• Nazis take control 
of Germany 
• scapegoats (e.g. 
Jews) are blamed 
for bad economy 
• Fascist leaders 
gain control of 
Eastern Europe 
• World War II 



The human cost of the Depression  

• People in agricultural areas 

– hardest hit, because the 1920s had not been kind to them: 
overproduction and low prices 

–  overfarming, drought and poor conservation of soil turned 
farmland into desert (dust bowl, picture on the left) 

–  farmers unable to pay mortages lost their lands 

–  internal migrations (picture on the right) 



The human cost of the Depression  

• People in urban areas 

– high unemployment 

– queues for bread and soup 
dished by charity workers 

– homeless and ‘Hoovervilles’ 
(shanty towns) 

 



What did the government do? 
• President Hoover. As a 

Republican, he believed in 
laissez-faire and individualism. 
Therefore, he felt no need to 
take any action to tackle the 
Crash. People thought that he 
just didn’t care. 

• Election. The Republican 
government decided to take 
action but it was too little too 
late. Hoover was very unpopular 
and lost the 1932 Presidential 
election to the Democrat F.D. 
Roosevelt. 



Roosevelt  and the New Deal 

• As a Democrat, he believed the government should 
spend money and resources to end the crisis and help 
people.  

• He promised and set up the New Deal (Relief, 
Reform and Recovery). Listen his Inaugural Address 
here. 

 

http://www.authentichistory.com/1930-1939/1-hoover/3-1932election/19330304_FDR_1st_Inaugural_Address.html


New Deal 

 During his election campaign FDR had 
promised the American people a New 
Deal. He planned to use the full 
power of government to get the US 
out of depression. He set out his 
priorities: 

• getting Americans back to work 

• protecting their savings and property 

• providing relief for the sick, old and 
unemployed 

• getting American industry and 
agriculture back in their feet 



Analyse the source 
-What does it tell you about FDR? 
-- What information does it provide about the New Deal? 
-- Who would oppose FDR’s ideas and ND? Why? 



New Deal: two phases 
• The First 100 days- March/June 1933. This had to 

rescue the US economy from over 4000 bank collapses 
in January 1933, and many other problems. 

• The Second New Deal- laws passed after 1935. 

 The first series solved immediate emergencies, tried 
to relieve poverty and aid immediate recovery. The 
second series made longer lasting change. 

 



How did the New Deal 
work? 

The basic idea behind the ND was 
that the Government would spend its 
way out of trouble (See diagram ) by 
investing in companies and projects 
to create jobs. The plan was carried 

out by Alphabet Agencies. 

The New Deal also did 
things like offer low 
interest loans and 
mortgages so that 

people could get back 
their homes and land 



•   Set up in the first 100 days, with the aim of solving 
employment problems immediately 
•   FDR set up what came to be called the ‘alphabet 
agencies’ because their names were reduced to 
acronyms.   The main ones were: 
 
- WPA (Works Progress Administration) – This provided jobs on 
public works like building roads. 
- TVA (Tennessee Valley Authority) – This gave money to develop a 
poor agricultural (farming) region 
- CCC (Civilian Conservation Corps) – This gave jobs to young 
unemployed men, e.g. building airports, schools, hospitals or 
bridges – millions earned a small wage and felt valuable 
- NRA (National Recovery Administration) – This tried to improve 
workers pay and conditions (look this up in detail) 

New Deal: Alphabet Agencies 





New Deal: the Outcome 
• Income did improve, but only in 1940 did it reach the levels of 

the Boom year of 1927 
• 1933 to 1937 saw a large fall in unemployment. Millions found 

work in the new public works organisations thanks to high 
public spending. When FDR cut this spending in 1937, the 
numbers rose again. It was only really WW2 that solved the 
US jobs problem. 

• The minimum wage laws and the Alphabet Agencies helped to 
alleviate but did not remove poverty. The poorest third of the 
US remained no different. People often found work for public 
agencies, but not in the private sector.  

• Despite the Wagner Act unions still fought over job security.  
• Old age pensions, benefits still caused problems.  
• For Blacks and women, especially in the south, little changed.  
• The Farmers received a great deal of help, perhaps because 

they could shout the loudest. 



Yes because... 
Did everyone agree with the 

ND? 
•People trusted businesses again and so started 
investing again. 
•Old people and disabled people got pensions. 
People’s ideas about role of government had 
changed. 
•Workers had better wages and more rights. 
•Millions of jobs were created. 
•Industry and Agriculture began to recover. 
•FDR won the 1936 election easily. 
•Roosevelt was very popular. 
•America remained a Democracy 

There was quite a lot of opposition to the 
New Deal: 
•Some people said it gave FDR too much 
power. 
 
•Republicans said it would make things 
worse  
 
•Southerners said it interfered too much 
in local government. 
 
•Businessmen said it was an attack on 
‘Free Enterprise’ and made it too hard to 
make profits. 
 
•The Supreme Court said some bits of it 
were UNCONSTITUTIONAL 

 
 

No because... 
•Blacks and women did not have equal rights. 
•Many small farmers and city workers, 
especially blacks, remained out of work. 
•In 1939 there were 9 million unemployed in 
America. 

Was the New Deal a Success?  



What would they say about the ND? 

 


