HIS 152: U.S. History from Reconstruction to the Present

Newman


CRASH AND BURN
Hoover: self-made millionaire, combination of social concern with efficiency—WFA, Russia, Mississippi Valley, Secretary of Commerce

Various Causes:
· World Economic Interdependence: Europe (especially Germany) is in economic throes, unable to rebuild war damage—which means unable to pay back war debts or reparations OR buy any of our stuff (decline in foreign trade.)

· Over-production domestically due to increased productivity. (NOTE: Industry pays out increased profits in increased dividends rather than in wages, thus lowering the number of purchasers and decreasing purchasing power.)

· Concentration of wealth in the upper 5% of population—the richest 5% control 1/3 of total wealth.

· Easy credit policy: (from the Federal Reserve System’s lending to banks) means that most finance their todays by borrowing against their tomorrows—“I would gladly pay you Tuesday for a hamburger [fun and life] today”—Wimpy of Popeye fame. The result is a pyramid or house of cards of debt with each borrowing from the left hand to lend to the right (of course if the left hand cannot—or will not—pay me, I cannot pay the right hand)—40% of national wealth eventually debt (1930).
October, 1929—Market (Dow-Jones) loses 40% of its total value; payment is demanded in margin calls; as payment is not made, everything shuts down (because of inability to borrow further for working capital AND foreclosure.)
