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Dedication


 


Keith Randell (1943–2002)

The original Access to History series was conceived and developed by Keith, who created a series to ‘cater for students as they are, not as we might wish them to be’. He leaves a living legacy of a series that for over 20 years has provided a trusted, stimulating and well-loved accompaniment to post-16 study. Our aim with these new editions for the IB is to continue to offer students the best possible support for their studies.

Disclaimer

 



Historical Language

This textbook includes quotations and references from historical sources that reflect the language, attitudes and perspectives of the time in which they were written. Some of this language may be considered offensive, inappropriate or outdated today.

These terms and expressions have been retained in order to present the sources accurately and to support an authentic understanding of the past. Their inclusion does not reflect the views or values of the authors, editors or publisher, who are committed to equality, diversity and respect for all people.

Readers are encouraged to approach these sources with critical awareness and to consider how historical language reflects broader social and cultural contexts.






Introduction




This book has been written to support your study of Higher Level: History of the Americas: The Great Depression in the Americas (c.1920–1939) of the IB History Diploma. This introduction gives you an overview of:


	•  the content you will study for The Great Depression in the Americas (c.1920–1939)

	•  how you will be assessed for Paper 3

	•  the different features of this book and how these will aid your learning.







1 What you will study

In late October 1929, the New York Stock Exchange crashed. Thousands of people lost all the savings they had invested in stocks and shares. Thousands of businesses collapsed. There are stories of businesspeople throwing themselves in despair from the high ledges of the skyscrapers in which they worked. The collapse shocked many people because they believed the US economy was doing very well at the time. It was the era of the ‘Roaring Twenties,’ a period of unparalleled prosperity in American history. It was the age of jazz, movies, motor cars and fast living. Now a terrible economic depression had set in, with millions out of work, optimism gone, hope forlorn.

In 1932, Americans voted Franklin D Roosevelt to be their president. He offered new hope with a ‘New Deal.’ For the first time, the government would make itself responsible for people’s welfare: it would create jobs, offer old-age pensions and social security. To many, Roosevelt was a saviour; others saw him as a dictator who increased the role of government to an unacceptable level.

However, the Great Depression is not just the story of the USA. It ushered in a worldwide collapse, not least in the other countries of the Americas. In Canada, for example, Gross National Product (GNP) fell by 40% and by 1933, 27% of the workforce was unemployed. In the countries of Latin America, which relied heavily on the USA and Western Europe for investment and trade, exports fell dramatically – by over 70% in Bolivia and Peru, 65% in Argentina and 60% in Brazil. Prices collapsed. Many countries developed more authoritarian governments, some modelled on the fascist dictatorships of Europe. How Canada and Brazil tackled the huge problems presented by the depression will be explored in depth to provide you with a fuller account of the economic, social and political impact of the Great Depression in the Americas.

This book covers the history of the Americas in the roughly 19-year period between the lead-up to the Great Depression c.1920 and the outbreak of war in Europe in 1939, when the effects of the economic collapse were largely dissipated. It will:


	•  begin by examining the causes of the Great Depression in the USA, Canada and Brazil, and how healthy their economic and political systems were when the depression arrived (Chapter 1)

	•  discuss the political impact of the New Deal on the USA (Chapter 2)

	•  examine the political impact of the Great Depression on Brazil and how Getúlio Vargas governed his nation during the 1930s (Chapter 3)

	•  explore the social impact of the Great Depression on Brazil and the USA (Chapter 4)

	•  consider how successfully the leaders of the USA and Canada dealt with the Great Depression (Chapter 5)

	•  consider how successfully Brazilian President Vargas dealt with the Great Depression (Chapter 6).





2 How you will be assessed

The IB History Diploma Higher Level has three papers in total: Papers 1 and 2 for both Standard and Higher Levels and a further Paper 3 for Higher Level alone. It also has an internal assessment which all students must do.


	•  For Paper 1, you need to answer three source-based questions on a prescribed subject. This counts for 20% of your overall marks.

	•  For Paper 2, you need to answer questions from one of four thematic studies. This counts for 25% of your overall marks.

	•  For Paper 3, you need to answer two essay questions, each chosen from a different section. This counts for 35% of your overall marks.



For the internal assessment, you need to carry out a historical investigation. This counts for 20% of your overall marks.

HL regional option: The history of the Americas is assessed through Paper 3. You must study two sections out of a choice of twelve, one of which could be The Great Depression in the Americas (c.1920–1939).


Examination questions

For Paper 3, you need to answer two of the 24 questions. Each question you answer must come from a different Americas topic.

The questions are divided up by section and are usually arranged chronologically. In the case of the questions on the Great Depression, you should expect numbers 13 and 14 to be on this particular section.

When the exam begins, you will have five minutes in which to read the questions. You are not allowed to use a pen or highlighter during the reading period. Scan the list of question but focus on the ones relating to the sections you have studied.

Remember, you are to write on the history of the Americas. This book focuses on the USA, Canada and Brazil. Therefore, if a question such as, ‘Discuss the impact of the Great Depression on the society of one country of the region’ is asked, do not write about Germany. You will receive no credit for this answer.


Command terms

When choosing the two questions, keep in mind that you must answer the question asked, not one you might have hoped for. A key to success is demonstrating an in-depth understanding of the argument in the question.

All IB History Paper 3 questions use the command term ‘to what extent.’

Examples of questions using the ‘to what extent’ command term and specific strategies to answer them are included at the end of Chapters 1–6.



Answering the questions

You have two hours to answer the two questions. Try to spend an equal amount of time answering each question, so 60 minutes per question. Before you begin writing each essay, take 5–7 minutes and compose an outline of the major points you will raise in your essay. These you can check off as you write the essay itself. This will bring organization and coherence to what you write. Well-organized essays that include an introduction, several well-supported arguments and a concluding statement are much more likely to score highly than essays which jump from point to point without structure.

The two essays you write for Paper 3 will be read by a trained examiner. The examiner will read your essays and check what you write against the IB markscheme. This markscheme offers guidance to the examiner but is not comprehensive. You may well write an essay that includes analysis and evidence not included in the markscheme and that is fine. It is also worth remembering that the examiner who will mark your essay is looking to reward well-defended and argued positions.

Each of your essays will be marked on a 0–15 scale, for a total of 30 points. The total score will be weighted as 35% of your final IB History mark. Do bear in mind that you are not expected to score 30/30 to earn a 7. A score of 24–30/30 will equal a 7.


Writing essays

In order to attain the highest mark band (13–15), your essays should:


	•  be clearly focused

	•  be well structured

	•  address all implications of the question

	•  demonstrate extensive historical knowledge

	•  demonstrate knowledge of historical processes, such as continuity and change

	•  include a thorough and balanced evaluation of a range of perspectives

	•  reach a substantiated judgement that is consistent with your evaluation.



Your essay should include an introduction in which you set out your main points. Be sure to define the key terms stated in the question. The best essays show a deep understanding of the argument raised in the question.

Next, you should write an in-depth analysis of your main points in several paragraphs. Here you will provide evidence that supports your argument. Each paragraph should focus on one of your main points and relate directly to the question. More sophisticated responses include counter-arguments.

Finally, you should end with a concluding statement.

In the roughly 55 minutes you spend on one essay, you should be able to write 3–6 pages. While there is no set minimum, you do need to explore the issues and provide sufficient evidence to support what you write. Remember, the exam is not a chance to show how much you can write about a topic. A shorter, well-structured and well-argued essay of 3–4 pages will score higher than a rambling 8-page one.

At the end of Chapters 1–6 of this book, you will find IB-style questions with guidance on how best to answer them. It goes without saying that the more practice you have writing essays, the better your results will be.





The appearance of the examination paper


Cover

The cover of the examination paper states the date of the examination and the length of time you have to complete it: two hours. Instructions are limited and simply state that you should not open it until told to do so and that two questions must be answered.



Questions

You will have five minutes in which to read through the questions. It is very important to choose the two questions you can answer most fully. It is quite possible that you will be able to answer the two questions on the Great Depression regional study, but be sure to pick only one. After the five minutes reading time is over, you can take out your pen and mark up the exam booklet:


	•  Circle the two questions you have decided to answer.

	•  Identify the command terms and important points. For example, if a question asked, ‘To what extent did Roosevelt’s New Deal policies end the Great Depression?’ you should underline ‘To what extent’ and ‘New Deal policies’. This will help you to focus on the demands of the question.



For each essay, take 5–7 minutes to write an outline, and approximately 53–55 minutes to write the essay itself.






3 About this book


Coverage of the course content

This book addresses the key areas listed in the IB History Guide for HL option: History of the Americas, regional study 7, The Great Depression in the Americas (c.1920–1939). Chapters start with an introduction outlining key questions they address. They are then divided into a series of sections and topics covering the course content.

Throughout the chapters you will find the following features to aid your study of the course content:


Key concept icons

The IB History Diploma aims to develop your understanding of four key concepts and, as part of your assessment, you will be expected to demonstrate your knowledge of and ability to apply these concepts. The definitions of the four concepts, and the symbols used to highlight where they appear in practice, are as follows:


	[image: ] Cause and consequence: The interplay of multiple reasons for and results of historical events. When thinking about cause and consequence, historians develop complex explanations for why things happened in the past.

	[image: ] Continuity and change: The processes of societies becoming different and maintaining similarity across time and place. When thinking about continuity and change, historians explore what has changed and what has stayed the same.

	[image: ] Perspectives: Diverse points of view from and about the past. When thinking about perspectives, historians consider who has a view on past events.

	[image: ] Significance: The value judgements made about historical people and events. When thinking about significance, historians determine which stories should be told.





Key and leading questions

Each section heading in the chapter has a related key question which gives a focus to your reading and understanding of the section. These are also listed in the chapter introduction. You should be able to answer the questions after completing the relevant section.

Topics within the sections have leading questions which are designed to help you focus on the key points within a topic and give you more practice in answering questions.



Key dates

It is important to develop a good understanding of chronology (the order of events). At the beginning of each chapter, a list of key dates is provided.



Key terms

Throughout the course you need to become familiar with and confident in using historical language. Key terms are the important terms you need to know to gain an understanding of the period. These are emboldened in the text the first time they appear in the book and are defined in the margin. They also appear in the glossary at the end of the book.



Key figures and profiles

Key figures highlight important individuals. Some chapters contain profiles that offer more information about the importance and impact of the individual. This information can be very useful in understanding certain events and providing supporting evidence to your arguments.



Sources

Throughout the book are multiple written and visual sources. Historical sources are important components in understanding more fully why specific decisions were taken or on what contemporary writers and politicians based their actions. The sources are accompanied by questions to help you dig deeper into the history of the Great Depression.



Key debates

Historians often disagree on historical events and this historical debate is referred to as historiography. Knowledge of historiography is helpful in reaching the upper-mark bands when you take your IB History examinations. You should not merely drop the names of historians in your essay. You need to understand the different points of view for a given historiographical debate. These you can bring up in your essay. There are a number of debates throughout the book to develop your understanding of historiography as well as diverse perspectives.



Theory of Knowledge (TOK) questions

Understanding that historians see history differently is an important element in understanding the connection between the IB History Diploma and Theory of Knowledge. Alongside many of the debates is a Theory of Knowledge-style question which makes that link.



Approaches to Learning (ATL) activities

In each chapter, there are activities to help you deepen your understanding of important ATL skills. The five skills are: Research, Thinking, Communication, Self-management and Social.



Summary diagrams

At the end of each section is a summary diagram which gives a visual summary of the content of the section. It is intended as an aid for revision.



Chapter summaries

At the end of each chapter is a short summary of the content of that chapter. This is intended to help you revise and consolidate your knowledge and understanding of the content.



Refresher questions

At the end of each chapter is a series of questions to help guide you to recall major events and important ideas. These are not exam-style questions but will serve as prompts and show where you have gaps in your knowledge and understanding.



Examination guidance

At the end of Chapters 1–6 are:


	•  examination guidance on how to answer questions, accompanied by advice on what supporting evidence you might use, and sometimes sample answers designed to help you focus on specific details

	•  examination practice in the form of Paper 3-style questions.






Online extras

Additional materials to aid in your study of this topic can be found online at https://www.hachettelearning.com/answers-and-extras. This icon prompts you to make use of the following resources.



ONLINE EXTRAS    [image: ]

Additional materials to aid your study of the Access to History series can be found online at https://www.hachettelearning.com/answers-and-extras





Glossary

All key terms in the book are defined in an online glossary.



Further reading

This contains a list of books and websites which may help you with further independent research and presentations. It may also be helpful when further information is required for internal assessments and extended essays in history. You may wish to share the contents of this area with your school or local librarian.



Internal assessment

All IB History Diploma students are required to write a historical investigation which is internally assessed. The investigation is an opportunity for you to dig more deeply into a subject that interests you. This online material includes a list of possible areas for research.









CHAPTER 1

Reasons for the Great Depression




This chapter looks at the causes of the Great Depression in the USA, Canada and Brazil. It considers the strengths and weaknesses of the political and economic systems in each country, and how far they were able to combat the depression when it arrived.

You need to consider the following questions throughout this chapter:


	•  How well equipped was the relevant government to manage economic depression?

	•  How robust was its economy in the 1920s?

	•  How healthy was its agricultural sector?

	•  What was the impact of the Wall Street Crash on its economy?








KEY DATES



	1920
	Reintroduction of valorization (Brazil)



	1921
	Emergency Tariff Act (USA)



	 
	Mackenzie King becomes prime minister (Canada)



	1922
	Fordney–McCumber Act (USA)



	 
	Foundation of the Brazilian Communist Party (Brazil)



	 
	Debt Funding Commission founded (USA)



	1923
	Agricultural Credits Act (USA)



	1924
	Dawes Plan (USA)



	1926
	Collapse of Florida land boom (USA)



	1927
	Introduction of old-age pensions (Canada)



	 
	Farm Loan Act (Canada)



	 
	McFadden Banking Act (USA)



	1928
	Young Plan (USA)



	1929
	Wall Street Crash



	1930
	Military coup (Brazil)



	 
	Fall of Mackenzie King’s government (Canada)



	 
	Revolution and beginning of Vargas era (Brazil)







The causes of the Great Depression were very different in the northern and southern halves of the American continent.

The USA and Canada were both enjoying prosperity in some sectors in the 1920s, notably new industries, while other areas such as agriculture were struggling. Both had federal systems of government where powers were shared, often with tensions between central government and states (USA) or provinces (Canada). They had largely non-interventionist federal governments with welfare largely the responsibility of states and provinces. Both had systems of easy credit that were built on fragile foundations, as well as thinly regulated stock markets that were enjoying a boom period with growing profits on shares. Both saw their economies overheat before their collapse. They were dependent on consumerism, fuelled by mass advertising, new manufacturing techniques and easy credit. There were warnings that all was not well, such as the Florida land boom in the USA, but governments chose not to listen or read the signs. There was an overall lack of regulation in the two economies.



[image: ] KEY TERMS

Provinces Different political regions of Canada, such as Quebec and Ontario.

Non-interventionist Not getting involved, in this context, specifically relating to governments.

Consumerism People buying lots of goods.




In Latin America, various factors meant governments were ill-equipped to deal with economic downturns. In many countries, democracy was fragile. Most had regimes where powerful groups remained in control and operated in what they saw as their own interests at the expense of other groups in society. The governments could not adjust to changing economic conditions.

Economically, their problem was overreliance on raw material exports, particularly coffee in Brazil. Also, countries such as Britain, Germany and more recently the USA had invested heavily in Latin American countries and often controlled important areas of their economies, such as railways. Britain was typical in demanding raw materials in return for manufactured goods. These goods were usually cheaper than any that could be made domestically, so industrial development in Latin American countries was held back. The result was that, as the economies of the developed nations collapsed, they ceased to invest or trade with countries of Latin America. As a result, the depression spread to Latin America, too. However, these countries often managed to recover more quickly, developing their own industry with the disappearance of imports from the developed countries.

In this chapter, we will consider the causes of the depression in two developed countries, the USA and Canada, and one developing one, Brazil.


1 USA




	•  Key question: How fragile was the prosperity in 1920s USA?






In the 1920s, many people thought the USA was a wealthy country whose governments issued policies to ensure that prosperity continued. In this section, we will examine how far this belief was true and how far the causes of the depression were developing during this decade.

First, however, is a brief summary of the US system of government to enable you to put the political issues concerned in this and other chapters on the USA in context.


The political system of the USA




	•  Key question: How did the political system work in the USA?






The USA has a federal system of government, which means that power is shared between a central or federal government and individual states, such as Texas and California.

The federal government is divided between an Executive, Legislature and Judiciary. The system is explained below and key terms will be further explained as and when they appear in the text of this book.


The Executive

The Executive, or policy-making branch of US government, is headed by the president who is elected every four years. The president is responsible for ensuring laws are carried out. Traditionally the president would ask Congress (see below) to draft laws they favoured. Only rarely would the president draft laws themself. The president appoints a cabinet to help them govern. Under the presidency of Franklin D Roosevelt in the 1930s, the role of the president grew dramatically. Not only did the president draw up his own laws for approval by Congress, but the number of staff to advise the president grew significantly.


Limitations to Executive government action

The Executive is limited by the workings of the Constitution which had been drawn up by the ‘founding fathers’ – the men who created the United States in the late 18th century. This clearly set out the distinct roles of different branches of government. It was designed to set up a series of ‘checks and balances’ so that no one branch of government would become too powerful. Each branch had the means to ensure that power was shared between them, as will be explained below.




Legislature

The US Legislature is Congress, which is made up of the Senate (representing the states equally) and the House of Representatives (representing a state’s population). Congress can draw up legislation for the president’s approval, but its main purpose is to pass or reject legislation drawn up by the Executive. Even when the houses contain a majority of the same party as the president, they can be critical and reject it.



Judiciary

The Judiciary at the highest level is the Supreme Court. This is responsible for ensuring the president and Congress do not exceed the powers granted them by the Constitution. If the Supreme Court declares laws unconstitutional, they cannot be passed. During the 1920s and for much of the 1930s, the Supreme Court was conservative in nature. In 1923, in the Adkins v. Children’s Hospital case, for example, it ruled that equal pay for women was unconstitutional because it infringed the rights of the individual to negotiate working contracts with their employer.



[image: ] KEY TERMS

Supreme Court Highest US court, responsible for deciding if laws follow the spirit of the US Constitution.

Unconstitutional When a measure or law does not follow the constraints of the constitution or is not legal within the terms of the constitution.






States

The system of minimal federal intervention, as practised by the Republican Executives of the 1920s (see page 14), chimed with the federal system of governance in the USA. This meant responsibilities were shared by federal government and states. There had been long-standing conflicts between federal and state governments, and states were quick to prevent federal governments usurping their powers. In terms of the economy, issues such as employer–employee relations, working practices and any sort of social relief were widely felt not to be the responsibility of federal government.



SUMMARY DIAGRAM

The US system of government


[image: Flow diagram showing U S Federal government with Executive, Legislative and Judicial branches linked to States and Constitution in connected boxes.]


Long Description
The top box is labelled Federal government. Arrows point downwards to three boxes arranged in a row. The left box is titled Executive and contains the text: President frames and carries out laws. The middle box is titled Legislative and contains the text: Congress creates laws framed by the president. Creates and passes its own laws. The right box is titled Judicial and contains the text: Supreme Court ensures laws are constitutional. Below these three boxes are two additional boxes placed side by side. Each is connected by arrows from the upper level. The lower left box is titled States and contains the text: Each with its own rights. Central government cannot interfere with these rights. The lower right box is titled Constitution and contains the text: Clearly lays out the duties and limitations of each branch of government.







ATL


Social skills

How easy did you find discussing your work with a partner and coming to an agreement about the explanations? If you had any problems with this kind of activity, how could you address them in future?








ACTIVITY [image: ]

Significance


	1  Using the text in this section and the summary diagram, write down your own explanation of how the USA is governed.

	•  Make sure you cover the role of the Executive, Legislature and Judiciary.

	•  Make sure you explain the role of the states as opposed to federal government.

	•  You can use your own diagrams to help explain your points.





	2  Check your explanations with that of your partner. How far are your explanations similar and different?

	3  When you are agreed as to the explanations, discuss the following question together:
To what extent does the US system of government use ‘checks and balances’ to ensure one branch does not become too powerful?









[image: Map showing the United States in the 1920s with state boundaries and state names labelled.]

Map of the USA in the 1920s




Long Description
States are as follows: Alabama, Arizona, Arkansas, California, Colorado, Connecticut, Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virginia, Washington, West Virginia, Wisconsin and Wyoming.





Political factors, including failures of regulation



How well equipped was the US government to manage economic depression?




There were three Republican presidents in the 1920s: Warren Harding (1921–23), Calvin Coolidge (1923–29) and Herbert Hoover (1929–33). The first two believed the economy worked best when running itself and that government should intervene as little as possible. The influential Secretary of the Treasury from 1921 to 1932, Andrew Mellon, believed that wealth filtered down naturally to all classes in society. He thought the best way to ensure increased living standards was to allow wealthy people to make money to invest, for example, in industrial development, increasing employment and production. This basic federal government policy has traditionally been seen as laissez-faire. This meant the government intervened as little as possible, allowing the free market to operate with minimum restrictions. The third Republican president, Hoover, was more flexible (up to a point) and prepared to take action. He believed the government should offer help and guidance, but drew the line at direct intervention or coercion. However, he was far more proactive in times of crisis than his predecessors had been.



[image: ] KEY TERMS

Laissez-faire An approach where the government deliberately avoids getting involved in economic planning, thus allowing the free market to operate.

Free market A system that allows the economy to run itself with minimal government interference.

Philanthropist Someone who uses their wealth for good causes.






Andrew Mellon (1855–1937)

Mellon was a wealthy financier who served as Secretary of the Treasury between 1921 and 1932. He worked to reduce taxes and was accounted largely responsible for the prosperity of the 1920s. He was in addition a philanthropist who donated his $25 million art collection to the USA in 1937.





Economic policy in the 1920s

As the 1920s developed, it seemed clear to the Republican governments that laissez-faire policies were the correct way to manage the economy. There had been a post-war recession in which 10% of the workforce lost their jobs. The government held its nerve as employers responded by cutting wages to cut production costs – and the country quickly recovered. What followed was the 1920s boom, a period of real prosperity for many. The figures speak for themselves:


	•  Unemployment never fell below 3.7% in the years 1922–29, with higher figures in the earlier years of the period.

	•  Inflation never rose to more than 5%.

	•  Employees were paid more – real wages of industrial workers rose by 14% between 1914 and 1929.

	•  There was huge economic growth. Gross National Product (GNP) rose from $73 billion in 1920 to $104 billion in 1929. Production of industrial goods rose by 50% between 1922 and 1929. The use of electricity doubled and in 1929 alone, radios to the value of $852 million were sold.





[image: ] KEY TERMS

Recession Downturn in the economy.

Real wages The value of wages in terms of how much they will actually buy.

Gross National Product (GNP) The total value of goods and services produced in a country over a given period.




President Coolidge famously said, ‘The chief business of the American people is business.’ The spending by federal government, meanwhile, accounted for only 2% of the national economy. Many thought that, as prosperity grew, this could be reduced even further. However, this is not to suggest that the federal government did nothing at all. It was quite prepared to encourage business growth by other means than intervention. It was also insistent that European countries repay their war loans (see page 20). In reality, however, the idea of laissez-faire was more complex.

The government intervened to support business in four main ways.


High tariffs

The Fordney–McCumber Act, passed in 1922, raised tariffs to cover the difference between domestic and foreign production costs. In almost every case, it became cheaper for American consumers to buy goods produced within the USA than abroad. It made foreign goods more expensive than goods produced in the USA, even when they could be produced in foreign countries more cheaply. In effect, this meant that domestic producers were given an almost guaranteed market.



[image: ] KEY TERMS

Tariffs Import and export duties.

National debt The amount of money owed by the government.




Throughout the 1920s, the general level of tariffs was upwards. The level of foreign trade reduced, while domestic demand for goods remained high. However, the power and influence of US businesses meant they still exported goods abroad while importing less. American industry stood to make huge profits from the high-tariff policy. It also meant that Americans bought comparatively few foreign goods. The USA’s main trading partners responded by raising their own tariffs.

It could be argued that this was a failure of regulation. Tariffs reduced foreign trade and built up problems as European countries became poorer as a result. However, the US government was acting in what it regarded were the best interests of the USA, and there wasn’t much dissent at the time.



Tax reductions

The government reduced federal taxes significantly in 1924, 1926 and 1928. These reductions mainly benefited the wealthy. During his 11 years in office, Mellon handed out tax reductions totalling $3.5 billion to large-scale industrialists and corporations. Despite this, Coolidge’s government actually operated on a surplus; in 1925, this was $677 million and in 1927, $607 million. The stated aim of the government was to reduce the national debt, and it seemed on course to do so. However, federal tax cuts meant little to people who did not have enough money to pay taxes in the first place.



Fewer regulations

Economies in government meant fewer regulations and fewer people to enforce them. The Federal Trade Commission, for example, was increasingly unable and unwilling to operate effectively. This trend meant that businesses were often left alone to carry on their affairs as they saw fit. Laws concerning sharp business practice, such as price-fixing, were often ignored. Where the government did prosecute, the offenders usually won on appeal.



[image: ] KEY TERMS

Federal Trade Commission Body charged to ensure businesses were operating fairly.

Price-fixing Where companies agree to fix prices between them, thereby preventing fair competition.




This lack of regulation could be an important contributor to a company’s profits. Many people welcomed less government intervention. However, it should also be remembered that there was, for example, no organization with the authority to stop child labour in the textile mills of the southern states. There, in the 1920s, a 56-hour week was common and wages rarely rose to more than 18 cents an hour.

The lack of government involvement in the workings of industry was undoubtedly a failure of regulation; but the government thought it more important to encourage industry and, in any event, lacked the resources to intervene in its workings.



Foreign policies

The Republican presidents avoided intervention in foreign affairs wherever possible. This was in part due to budget cutting and a recognition that Americans did not want to see their troops getting caught up in foreign disputes. Outstanding disputes with Mexico over the rights of American businesses to own land there, for example, were solved by diplomacy. This policy of conciliation helped American investment abroad by removing any ill-feeling towards the USA.




Herbert Hoover

Herbert Hoover acted as Secretary of Commerce during the presidencies of Harding and Coolidge, and worked tirelessly to develop increased opportunities for business.



Herbert Hoover (1874–1964)


[image: Herbert Hoover]

Herbert Hoover was born in 1874 and orphaned by the age of nine. He was raised by his uncle in a small rural settlement in Oregon. He studied mining engineering at Stanford University and gained a reputation for excellence in his field. Hoover travelled the world undertaking mining surveys and engineering projects. He gained the nickname ‘the great engineer’ and became a millionaire before he was 35 years old. He believed passionately in the values of hard work and enterprise. He once said that ‘if a man has not made a million by the time he’s forty, he is not worth much.’

Hoover also showed humanitarianism. When war was declared in 1914, he headed the American Citizens’ Relief Committee, arranging for thousands of Americans caught up in war zones to return home. In 1917, he was appointed National Food Commissioner and was so successful that American farmers produced enough surplus to feed the hungry in war-torn Europe. A decade later, as Secretary of Commerce, he led the federal government response to the severe flooding of the Mississippi River basin. Among the strategies he deployed were pushing railroads to transport displaced persons free of charge, commandeering and ordering the construction of boats, and working with the Red Cross. With his assistance, they launched a relief fund that raised $8 million within a month. Hoover also encouraged affected states to appoint relief co-ordinators.

Hoover entered politics as a Republican in 1920. He was appointed Secretary of State for Commerce and quickly showed himself to be a tireless worker who supported the growth of government. In 1928, Hoover became president. His presidency was dominated by the Great Depression. Not only did his measures fail to ease it, but Hoover became personally blamed for its impact. As was expected, he was defeated in the 1932 election.

However, Hoover returned to public life in the 1940s as a hugely respected elder statesman. He headed a commission to prevent famine after the Second World War. In 1947, he led another commission, this time investigating greater efficiency in federal government. Most of his recommendations were taken up. He founded the Herbert Hoover Presidential Library and remained active in public affairs until his death in his ninetieth year in 1964.




Hoover did not believe in a limited role for federal government. Indeed, at one point he announced that federal government should deal with national crises effectively. However, he did not mean by this that federal government should take over the roles of private enterprise and voluntary efforts. He was prepared to extend the role of federal government, to advise and criticize, to work with, encourage and co-operate with business and charities. But he never changed his view that federal government should not embrace the responsibilities of business or voluntary organizations. Where crises did require government controls, such as during the Great War (the First World War), it should only be seen as temporary until the crisis was over.



[image: ] KEY TERM

Humanitarianism Looking after people in need.






Secretary of Commerce

Under Hoover’s leadership, the Commerce Department grew significantly, trebling in size and expanding agencies designed to boost industry. The Bureau of Foreign and Domestic Commerce, whose job it was to promote trade, grew from 6 to 23 offices and saw queries about trade grow from 200,000 to 2.4 million during his time in office – despite the high tariffs. He also launched market research in urban areas to advise producers on consumer trends, and eased foreign trade by appointing commercial representatives in cities as far afield as Riga in Latvia and Soerabaja (Surabaya) in East Java. He could be aggressive in promoting American interests. When Brazilian producers tried to raise the cost of coffee, for example, he cut off loans until they gave in.

Hoover believed in economies of scale – the more standardized and mass produced, the more efficient. To this end, he created the Division of Simplified Practices to standardize manufacture. The different types of bricks to construct homes were reduced from 44 to 1, while bed sizes fell from 74 to just 4. He created a Housing Division on discovering that one in three Americans lived in substandard accommodation; it in turn set up the American Construction Council to develop standards within the industry.

The overarching idea was to improve efficiency and create the environment in which industry and commercial activity could thrive. The problem was that these sorts of issues worked well when the economy was strong, but were inadequate to deal with economic crises.






Size of government

Overall, the measures taken by the Republican presidents were designed to help an active and thriving economy. The traditional view is that the minimalist policies of the Republican presidents allowed the depression to develop, and it took the massive growth of government during the New Deal years (1933–39) to address the scale of the economic collapse. Per capita federal spending (that is, spending per individual American) fell from $78.62 in 1922 to $70.36 in 1924, rising again to $79.89 in 1928. This compares with $382.03 in 1935. However, as historian Randall G Holcombe argues, spending may well have increased had the depression not occurred, just at a lower level. Indeed, such rises as there were – federal aid to states increased from $6 million in 1915 to $234 million by 1930, for example – may have been a precursor of the growth of government during the New Deal years.



[image: ] KEY TERM

New Deal President Roosevelt’s programme to end the depression and restore prosperity.






ACTIVITY [image: ]

Perspectives


	1  You will often read that the governments of the 1920s practised laissez-faire policies. How far do you think this is true?
Write a list of policies you think could be termed ‘laissez-faire’ and those that do not demonstrate laissez-faire. Compare your list with your partner’s.


	•  How similar are they?

	•  How many policies have elements of laissez-faire?

	•  How many policies actively promote one group over others?





	2  On the basis of what you have discovered, what are the problems with using general phrases like laissez-faire?








TOK

Historians often use terms such as laissez-faire to describe the predominant overall policy of an era; for example, ‘the 1920s was a decade of laissez-faire economics.’ Why do they do this, and how useful do you find it? Give reasons for your answer. (Language, Logic, Methods and tools, Economics.)






SUMMARY DIAGRAM

Main policies of the Republican Governments, 1921–29


[image: Flow diagram showing policies of Republican governments 1921 to 1929 with three branches leading to related measures.]


Long Description
The top box is labelled Republican governments 1921 to 1929. Three arrows point downwards from this box to three boxes arranged in a row. The left box is labelled Reduced government role. From this box, an arrow points downwards to a box labelled Reduction in taxes. The middle box is labelled Support for industry. From this box, an arrow points downwards to a box containing two lines of text: Fewer regulations. High tariffs to protect industry. The right box is labelled Foreign policies to avoid involvement in foreign affairs. From this box, an arrow points downwards to a box labelled Avoid involvement in foreign affairs.








Economic factors, including the banking system and trade


Problems with the banking system



How robust was the US economy in the 1920s?




The US banking system was out of date by the 1920s, even though the central banking system had only been created in 1913. Twelve regulatory reserve banks were headed by the Federal Reserve Board – usually known as ‘the Fed’ – with seven members appointed by the president. The system, it was felt, allowed banks to regulate themselves without the government having to interfere. However, there was a significant potential problem. The reserve banks represented the interests of the bankers and so could not be completely relied on to act in the best interests of the nation if there was a conflict of interests.

While national banks had to join the centralized system, local state banks did not. Most ordinary people’s money, particularly in rural and semi-rural areas, was invested in the latter. In the 1920s, there were almost 30,000 banks in the USA. Most were very small and therefore unable to cope with financial problems. If they collapsed, their depositors would probably lose all their savings.

Economic historians Marcus Witcher and Joseph Horton have argued that the banking system worsened the economic downturn when it came, because easy credit encouraged poor and speculative investment – and the emphasis was on protecting the small banks from competition from the bigger ones. In support of this argument, they cite the 1927 McFadden Banking Act.



[image: ] KEY TERMS

Easy credit Where loans are easy to take out and credit facilities are plentiful.

Bankruptcy When firms or individuals have insufficient money to pay their debts.

Mortgage foreclosure Where the mortgage lender repossesses a property if the owners can’t pay the mortgage.

Reparations Under the post-war settlements, Germany had been required to pay compensation of $33 billion or 132 billion marks to the victorious countries.

Dawes Plan 1924 Offered Germany scaled-down reparations and provided it with a loan of $250 million to help stabilize its currency.

Young Plan 1929 Offered further scaled-down reparations to 37 billion marks, with annual payments to be made for 59 years.





McFadden Banking Act, 1927

The McFadden Banking Act sought to restrict larger banks from introducing branches across the USA, reducing competition for smaller ones. However, the reality was that larger banks belonged to the Federal Reserve system, were more closely regulated, needed to maintain larger financial reserves and found it more difficult to invest in speculative ventures. They were therefore safer. Between 1921 and 1925, at a time of supposed economic prosperity, more than 3000 smaller banks failed – especially in more rural areas. This often meant bankruptcy for their customers, mortgage foreclosure and loss of farms and homes.



The cycle of international debt

The cycle of international debt was at the heart of US economic problems. America’s priority was for Europeans to repay the over $7 billion in loans they had taken out to finance the First World War. However, most European countries, still suffering from depressed economic conditions arising from the war, could not afford to repay them.

The soaring US tariffs made matters worse. European countries could not export their manufactured goods to the USA in great quantities; therefore, they found it impossible to earn the money needed to repay the loans.


The problems caused by Germany

Repayment of debts was only part of the problem. Germany had, by the terms of the Treaty of Versailles, been forced to agree reparations payments of $33 billion to the victorious nations of Europe. Under the Dawes and Young Plans, the USA lent Germany the money to do so. With this money, the European victors repaid the USA what they could of their loans. The USA was thus effectively paying itself back with its own money. Indeed, the $250 million it lent to Germany under the Dawes Plan matched the amount Germany actually paid the Allies in reparations, which in turn matched the amount the USA received from the Allies in debt repayments.

This situation became even more confused through the Dawes and Young Plans scaling down German reparations. With Germany paying the European victors less, they in turn could repay less of their own debts to the USA.

The banks hoped the movement of American funds to Europe would help the victors to repay their loans. American investors did increasingly put their money in European and Latin American ventures. However, this investment took place particularly in Germany, where $39 billion was invested after the Dawes Plan. Wall Street brokers earned large commissions for putting investors in touch with businesses requiring investment. Massive overinvestment took place. Once again, it was often investors hoping to make a quick profit without going too carefully into the details of the transaction. As a result, there were absurd examples of borrowing, such as the Bavarian village that asked for $125,000 to build a swimming pool and received $3 million.



[image: ] KEY TERMS

Broker A person who buys and sells stocks and shares.

Commissions Financial rewards.




However, with reparations reduced, investment in Germany hardly helped the European victors to repay their American loans. Its main effect was to make the tangle of international debt even more complex.




Easy credit

The massive consumer boom was financed largely by easy credit facilities. By 1929, almost $7 billion worth of goods were sold on credit. This included 75% of cars and half of major household appliances. One study showed that people earning $35 a week were paying the same amount per month for the family car.

Unfortunately, while the ready availability of credit enabled consumers to buy goods they otherwise could not afford, it often led to problems if the borrowers took on debts they could not repay. Companies, as well as individuals, used easy credit facilities to finance many of their operations. It seemed that almost everyone was in debt, but there was little concern over this. It was assumed that everyone’s credit must be good. Banks and loan companies seemed to be falling over backwards to lend money, often with few questions asked.

The period saw more large-scale speculations, notably during the Florida land boom and on the stock market in the latter part of the decade.



[image: ] What impression does the photograph in Source A give about the extent of new building in Florida?






SOURCE A

Building taking place on the Miami seafront during the Florida land boom


[image: Construction cranes and skeletal high-rise buildings rising along Miami seafront, with shoreline in foreground and clouds overhead, showing rapid coastal development during Florida land boom.]





The Florida land boom

Florida was a relatively undeveloped state with a small population. In 1910, Miami was by far the biggest city, but with a population of only 54,000. Then wealthy industrialists such as Henry M Flagler of Standard Oil built elegant hotels in the state for the rich to enjoy holidays there. With the coming of the motor car, Florida’s all-year-round sunshine became accessible to the nation’s middle classes, and massive interest grew in the state as a paradise for vacations and retirement.

This led to a land boom. Between 1920 and 1925, the population of the state increased from 968,000 to 1.2 million. There were large-scale coastal developments. Parcels of land began to be sold to wealthy northerners on the basis of glossy brochures and salespeople’s promises. People began to invest their money in unseen developments, hoping to sell and make a quick profit. Often they paid on credit, with a 10% deposit known as a ‘binder’. Success stories spread to fuel the boom. It was said that someone who had bought a parcel of land for $25 in 1900 had sold it for $150,000 just 25 years later.

The land boom could be sustained only as long as there were more buyers than sellers. But demand fell in 1926. There were scandals of land being advertised as within easy access of the sea that were really many miles inland or in the middle of swamps. Then nature played its part, with hurricanes in 1926 killing 400 people and leaving 50,000 homeless. With thousands of people bankrupted, the Florida land boom collapsed, leaving a coastline of half-finished and storm-battered developments.



Stock market speculation

It seemed that few people were prepared to learn the lessons of Florida. As one way to get rich quickly closed, so another seemed to open up. From 1927 to 1929, many Americans went ‘Wall Street crazy’. Easy credit meant many were able to invest in stocks and shares. They could be bought ‘on the margin’ – on credit with loans from their broker.

Increasingly, people purchased stocks and shares not to invest in a company, but as a speculation. If the price rose shares were sold, so making a quick and easy profit. For a time, this seemed to work. Share prices seemed constantly to rise, some spectacularly so. According to the Wall Street Index, stock in the Radio Corporation of America rose from 85 to 420 points in the course of 1928. There were stories of ordinary people making immense profits.

Of course in reality, relatively few ordinary people ever dealt in shares; the figure was probably never higher than 1.5 million. More significant was that large companies were investing their profits in the stock of others. For example, Bethlehem Steel Corporation and Electric Bond and Share each had invested $157 million in the market by late 1929. If prices should fall, these firms might lose their investments and go bankrupt.

The entire system of financing could be seen as a lack of






[image: Flow diagram showing three linked problem areas in U S financial system covering banking, international debt and easy credit, each leading to specific weaknesses and outcomes.]


Long Description













Industry








The strength of industrial development



Growth of mass production












Growth of large corporations




Advertising





Distribution of industry








	1  Individually, brainstorm what the causes and consequences of the distribution of industry in the USA were. You should consider in particular the implications of this distribution.

	2  Discuss your thoughts with a partner. How similar are your ideas?







Stability of employment




Labour unions






































	1  Work in a group of four, divide up and research the following areas:

	•  The strength of industrial development, incorporating areas such as mass production and advertising

	•  Easy credit and its impact on the health of the economy

	•  Whether the banking system was adequate to meet the needs of a modern industrialized society

	•  How evenly old and new industries were distributed throughout the USA.





	2  Having completed your research, report to the group as a whole. You might find it helpful to incorporate diagrams into your presentations.

	3  Now, in the light of what you have learned from your research and the material in this book, discuss how robust the US economy was in the 1920s. How far are you agreed? What conclusions can you draw?

	4  Work together to produce a composite summary diagram to show your findings on how far the US economy was robust in the 1920s.
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Long Description











Agricultural and environmental factors


















Economic problems facing farmers



	•  Prohibition cut the demand for grain previously used in the manufacture of alcohol. In addition, higher living standards meant Americans ate more meat and comparatively fewer cereals.

	•  The development of synthetic fibres lessened the market for natural ones, such as cotton.

	•  At the same time, technical advances meant that more crops could be produced on the same or even less land. During the 1920s, 13 million acres were taken out of production. Farm population fell by 5% yet production increased by 9%.

	•  Greater use of tractors meant fewer horses were necessary and this in turn meant less demand for animal food.

	•  Ironically, because many farmers became more efficient through mechanization and new techniques, such as the use of improved fertilizers and better animal husbandry, they simply produced too much.















Overproduction




‘Agricultural businesses’






Role of the government
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Long Description








Reactions to the 1929 Wall Street Crash








The collapse of the stock market



The stampede to sell





What happened between 24 and 29 October 1929?












[image: Crowds gathering outside stock exchange building beneath statue, with traders and onlookers filling steps and street, showing street scene on Black Thursday during 1929 stock market crash.]































	1  Explain why the perspectives in Sources B and C are different.

	2  Note down any comments on each source, such as type of source, environment in which it was created, provenance. Doing this should help you to see why the perspectives are different.








The Crash























	Company
	Share price (in points) 3 September 1929
	Share price (in points) 3 November 1929





	American Can
	181.87
	86.00



	Anaconda Copper
	131.50
	70.00



	General Motors
	72.50
	36.00



	Montgomery Ward
	137.86
	49.25



	Woolworth
	100.37
	52.25



	Electric Share and Bond
	186.75
	50.25










Extent of the Wall Street Crash

















[image: Flow diagram showing stock market collapse leading to massive losses, collapse of credit and crisis of confidence, with connected boxes listing economic and social impacts and a final box stating these factors contributed to onset of the depression.]


Long Description











2 Canada




	•  Key question: What were the causes of the Great Depression in Canada?








Political factors, including failures of regulation










Provinces













French and English speakers





Provincial governments













[image: Map of Canada in the 1920s with provinces and territories outlined and labelled, and capital cities marked by dots.]





Long Description
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[image: Conflict between federal government and provinces, and disagreements between regions in Canadian politics in the 1920s with key causes.]


Long Description










Economic factors, including the banking system and trade








Banking












The stock market




Industrial factors



What were the indicators of Canadian prosperity in the 1920s?




New industrial development




Urbanization






















	Date
	GNP ($ millions)
	Investment ($ millions)





	1921
	4046
	593



	1922
	4220
	489



	1923
	4537
	686



	1924
	4485
	597



	1925
	5062
	599



	1926
	5422
	622



	1927
	5665
	776



	1928
	6050
	959



	1929
	6050
	1126










Motor vehicles and roads






Economic problems



Overproduction



Uneven growth





Economic dependence on the USA




















	1  Work with a partner. Divide the subheadings of this section between you and make notes on those sections. Re-read your notes, then put them away.

	2  Take it in turns to explain the information under each subheading to your partner. Then look at your notes together. Discuss what you missed out, and define any terms either of you found difficult to understand or explain.

















[image: Canadian industry and prosperity in the 1920s presented in three columns covering growth, threats to prosperity and depression, including market collapse and unemployment.]


Long Description











Agricultural and environmental factors








Overreliance on staples for export











Regional differences



Ontario





The prairie provinces





Environmental factors





Farming co-operatives












Canadian Farm Loan Act, 1927






















[image: Poster promoting immigration to western Canada in 1925 with farmer and child holding wheat, cattle in the background and abundant produce beneath bold Canada West title and Canada the New Homeland slogan.]









	1  With reference to Source G and information in this section, explain how far you think Source G challenges the realities of farming in Canada in the 1920s.

	2  Explain why you think the brochure shows a different perspective.











[image: Radial diagram showing agricultural problems in 1920s Canada linked to overproduction, prairie drought, reliance on staples for export, high U S tariffs, falling wheat prices, distrust of private merchants, limited federal support and failure of co-operatives.]


Long Description









Reactions to the 1929 Wall Street Crash








Stock market collapse











Impact of the Great Depression





Fall in the value of the Canadian dollar



Uneven impact of the depression









	Province
	Annual per capita income
(1928–29 Canadian $)
	Annual per capita income
(1933 Canadian $)
	Decrease (%)





	British Columbia
	594
	314
	47



	Ontario
	549
	310
	44



	Alberta
	548
	212
	61



	Saskatchewan
	478
	135
	72



	Manitoba
	466
	240
	49



	Quebec
	391
	220
	44



	Nova Scotia
	322
	207
	36



	New Brunswick
	292
	180
	39



	Prince Edward Island
	278
	154
	45














	1  Examine the data in Source H carefully. Note down all the conclusions you can draw from it about:

	•  the distribution of income by province

	•  how it changes from 1928–29 to 1933

	•  whether some provinces suffered reductions in per capita income more than others.





	2  Compare your conclusions with those of a partner. How similar are they? Discuss any differences in your conclusions.

	3  How useful did you find this activity in analyzing the differences in income from province to province?











[image: Flow diagram showing Wall Street Crash at top linked to three outcomes in Canada, including collapse of Canadian stock market in Toronto, falling demand for Canadian goods with mass unemployment, and uneven impact of depression particularly in prairie provinces.]


Long Description










3 Brazil




	•  Key question: How stable a country was Brazil in 1929?







Political factors, including failures of regulation












[image: Map of Central and South America in 1920s with country boundaries and names labelled, major capitals marked, and Atlantic, Pacific and Caribbean seas framing the region.]





Long Description



Political factors













Political role of the military



	•  President Epitácio Pessoa vetoed a bill to increase military spending and placed civilians to head the ministries of the army and navy (traditionally these posts were given to military personnel).

	•  A series of economic problems hit the country, such as the fall in coffee prices.

	•  The two dominant provinces fell out when Artur da Silva Bernardes was selected for president. He was from Minas Gerais and was out of sequence; the political elites in São Paulo felt it was their turn. This led to their forming the Republican Reaction Movement with members of other states, such as Rio Grande do Sul and Rio de Janeiro. Increasingly, they appealed to the military for support.














Discontent













Improved conditions













The military coup of 1930











	•  He had a genuine belief in Prestes’ ability to continue his own economic reforms, believing him the best person to address the problems caused by the depression.

	•  São Paulo had become the richest state with the most dynamic economy, therefore he felt it was proper that it picked the president. Minas Gerais, by contrast, was becoming less important economically.

	•  Washington Luís felt the health of the coffee economy was crucial to bringing Brazil out of depression, and felt São Paulo was the state most likely to be able to do so. It was only right, therefore, that the president came from that state. A president from Minas Gerais would promote that state’s interests, which may not be what was good for Brazil as a whole – and for São Paulo, of course.












	1  What were the causes and consequences of the 1930 Revolution?

	2  Which of a) the causes, and b) the consequences do you consider to be the most important? Discuss this with your partner. How far do you agree?










[image: Getúlio Vargas]





























[image: Brazilian politics in the 1920s from apparent stability to instability and the 1930 military coup, listing political groups, reform demands and the rise of Getúlio Vargas supported by middle classes, army and tenentes.]


Long Description








Economic factors, including the banking system and trade








Banking















[image: Flow diagram showing banking sector underdeveloped at the top linked to two boxes listing lack of a central bank, foreign banks handling many transactions, weak links between banking and industry, and reliance on large estates being self financing through profits.]


Long Description







Industry


Industrial developments



















Winners and losers














Foreign investment




	•  Souza Cruz, a branch of British–American Tobacco, began to build the largest tobacco factory in Latin America in Brazil, in addition to taking over a printing company in Rio de Janeiro.

	•  In 1920, French firm Rhodia built the first chemical products factory in Brazil.

	•  In 1921, Bayer created a company in Brazil to import products from its factories abroad and also began to produce local medicines.

	•  In 1921, Nestlé opened a factory in Araras, in the state of São Paulo.

	•  In 1924, Dutch firm Phillips opened its first commercial office in Brazil to import lightbulbs and, later, radios.


















	USA
	Britain
	Germany





	1913
	1925
	1913
	1925
	1913
	1925



	21.4
	37.0
	26
	19.5
	23.5
	24.1



























	1  Work with a partner to discuss how far Brazilian industry changed in the 1920s and how far it remained the same. Copy and complete the table to show your findings.






	What changed
	What remained the same





	 
	 






	2  Discuss your findings with another pair. How far do you agree?











[image: Radial diagram showing industrial development in Brazil at the centre linked to factors including more foreign investment, more foreign companies opening branches, industry growing but less than agriculture, and government still favouring agricultural interests.]


Long Description









Agricultural and environmental factors





















	Economic sector
	People (millions)
	Percentage





	Agriculture
	6.3
	69.7



	Industry
	1.2
	13.8



	Services
	1.5
	16.5



	Total
	9.0
	100










	•  great estates known as latifundia of thousands of acres

	•  fazendas, which were smaller plantations but still of substantial size, originally in the north-east of the country and based on sugar production. They spread later in the 19th century to the south-east and into coffee production.


































	Year
	Coffee
	Sugar
	Cotton
	Rubber
	Hides and leather
	Other





	1911–13
	61.7
	0.3
	2.1
	20.7
	4.2
	11.7



	1914–18
	47.4
	3.9
	1.4
	12.0
	7.5
	27.8



	1919–23
	58.8
	4.7
	3.4
	3.0
	5.3
	24.8



	1924–29
	72.5
	0.4
	1.9
	2.8
	4.5
	17.9



















[image: Poster advertising Brazilian coffee in 1930 with figure pouring beans over globe, French text reads Les Cafés du Brésil with slogan at bottom describing it as universal food.]






	•  Earlier mass production of rubber had declined significantly because of more efficient south-east Asian producers entering the international markets. They could produce rubber at much lower costs than Brazil. There were plans to expand into the Amazon region but these weren’t realized in the 1920s. By 1930, exports of rubber had fallen to 6000 tons; in 1911, it had been 38,547 tons.

	•  Sugar production was similarly in decline. Countries began to protect their own sugar beet production while Cuba entered the sugar cane market. The USA gave special treatment to Cuba due to its own extensive economic interests there. Brazil’s share of the market had been falling for forty years; by the early 20th century, it was only 0.5%.

	•  Brazil had concentrated on the production of primary products; it had to import most of its manufactured goods and 80% of its grain. It was wholly dependent on trade with more economically developed countries, increasingly the USA, which took 45% of its exports. However, Brazilians did consume more home-produced food. Food imports per head fell from 142 kilograms in 1903 to 34 kilograms in 1929. There was also more diversification by smallholders, to such items as wine and dairy products, often supplying the nearest towns. However, it should be emphasized that this development was largely small-scale.












	•  Agriculture was still often unmodernized; in the 1920 census, less than 14% of the farm properties included used ploughs, and most of these would have been wooden. Only one farm in a hundred owned a tractor. Brazil imported 90% of its fertilizer.

	•  Commonly in more rural areas, traditional methods such as ‘slash and burn’ were deployed to clear land for farming. With fertilizers rarely available, the land quickly became exhausted. The farmers would then move on and repeat the process. In this way, whole forests were cleared, to be left to convert back to a wilderness when the farmers had left.

	•  Much of this land was claimed for cattle breeding. The cattle themselves were often left to forage. However, near to railway stations, succulent grasses were grown to allow the cattle that were shortly to be transported to put on weight. The southern state of Rio Grande do Sul tended to process its beef before sale, but at an extremely small scale by the standards of, say, Argentina.

	•  There was a definite shift away from European trade and towards that with the USA. By 1927, the USA was Brazil’s major trading partner and owned 35% of Brazilian national debt. It levied no duties on coffee and rubber in return for Brazil buying US goods such as wheat, lumber and manufactured products.






















[image: Radial diagram showing problems in Brazilian agriculture in the 1920s linked to basic farming methods, overreliance on coffee exports, inability to manage sharp falls in demand, and declining demand for earlier exports such as rubber and sugar.]





Long Description




Reactions to the 1929 Wall Street Crash









Political implications




Economic impact













Trade







	1  Examine Source O. Discuss with your partner:

	•  what its implications were in terms of the Brazilian currency

	•  what impact this might have on the economy generally.





	2  How far are you in agreement?













	Month and year
	Milreis to the US dollar





	September 1929
	  8.4333



	September 1930
	  9.9157



	September 1931
	16.9208



	September 1932
	13.1284










	•  phasing out coffee support policies

	•  bringing finances under control

	•  reducing borrowing from individual states and municipalities

	•  introducing a central bank independent of government to monitor all of the above.

























[image: Radial diagram showing Wall Street Crash at the centre linked to impacts on Brazil including collapse in coffee prices, collapse of trade and fall in value of currency, exhaustion of gold reserves, and suspension of serving of foreign debt.]


Long Description



















	  1  How did the US support business in the 1920s?

	  2  What were the problems with the US banking system?

	  3  Why did the Florida land boom collapse?

	  4  What economic problems were faced by US farmers?

	  5  Describe the Canadian banking system.

	  6  How did activities on the Canadian Stock Exchange mirror those in the USA?

	  7  What were the problems faced by Canadian industry?

	  8  How widespread was electoral participation in the Brazilian Old Republic?

	  9  Why was there a revolution in Brazil in 1930?

	10  What economic problems were caused by overreliance on coffee exports in Brazil?















Command terms




Inquiry topics and specified content



	•  political factors (including failures of regulation)

	•  economic factors (including the banking system and trade)

	•  agricultural and environmental factors

	•  reactions to the 1929 Wall Street Crash.




















IB markbands



	•  provide an evaluation of perspectives on the argument in the question. You will need to demonstrate an understanding of the different reasons and evidence that could be used to support an argument.

	•  provide a thorough and well-balanced evaluation of a range of perspectives on the argument. It is important to be able to identify different perspectives on the given argument. This includes being able to examine the strengths and weaknesses of each perspective based on an in-depth understanding of the evidence.

	•  provide a substantiated judgement consistent with the evaluation. You should be able to reach a judgement on the validity of the argument. You might broadly support this argument, find alternative perspectives you find more convincing or decide that a combination of different perspectives is the most convincing.






How to approach a question













	Economic factors
	Evidence





	Problems in the banking system
	Federal Reserve Board represented interests of bankers not the public



	McFadden Banking Act
	Supported smaller, less safe banks. 3,000 failed (1921–25)



	International debts
	Difficulty of Europeans to repay $7 billion in loans from WWI



	Increased tariffs
	Tariffs increased throughout 1920s. Europeans raised their own barriers.



	Easy credit
	By 1929, almost $7 billion worth of goods sold on credit



	Speculation
	Florida land boom; stock market speculation



	Mass production
	Factories produced more than could be consumed.



	Problems for famers
	Lower demand for wheat because of Prohibition



	Technological advances
	Overproduction because of efficiency, tractors



	Agro-businesses
	Small-scale farmers could not compete against huge scale of agro-businesses
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