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World War I started in June 1914 with the assao;,sination of the Austrian 

Archduke Ferdinand. The U.S. entered the war in 1917, and it ended in 

November 1918 when the allies and the U.S. defeated the Germans on the western 

front (Groner 222). 

When World War I ended, there was no real place in the economy for all 

the planes that had been built or the talents of the thousands of men who had 

learned how to fly . An early initiative was taken in 1918 by the Post Office 

Department and the Army which started an experimental ainnail service between 

New York and Washington. Independently, the Post Office started a New York to 

Chicago airmail run and by 1924 had expanded it to a transcontinental service. 

Later, Congress passed the Kelly Act which required that the jobs be turned over to 

private air transport companies. As more and more air transport services emerged, 

the need for new airplanes developed which led to a new industry started by 

William E. Boeing, Glenn L. Martin and Donald Douglas (Groner 300). 

Because America's fundamental transportation and manufacturing systems 

had been completed before 1914 and because the war J1ad suddenly put the U.S. 

into an unfamiliar role as a creditor nation possessing a record-breaking stock of 

European gold, businessmen were free to tum their attention toward refinements in 

the production and distribution processes. Due to military demands during the war, 

and adoption of scientific management techniques in the years immediately 



aftetward, U.S. industrial production nearly doubled between 1919 and 1929 

(Groner 301). 
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Since there was no corresponding expansion of employment or wages to 

encourage a wider distribution of the supply of goods and services, advertising 

became a major industry in itself. Saving was condemned as out of fashion and 

almost unpatriotic. It was every American' s duty to provide himself or herself with 

as many wristwatches, electric floor scrubbers, Frigidaires, etc., as humanly 

possible. The advent of installment purchasing plans provided additional impetus to 

consumption (Groner 301). 

1920 

President Wilson tried to extend the wartime truce between capital and 

labor at an industrial conference in 1919, but employers insisted on their right to 

hire and fire as they saw fit. The courts aided this by giving industrial firms the 

upper hand over their workers. A stat,e law forbidding employers from forcing 

their workers to sign yellow-dog contracts, in which they would agree not to j oin a 

union, had been overthrown by the Supreme Court in 1915. lo 1918 and 1922, the 

Court declared federal child labor laws unconstitutional, and in 1923 it ruled against 

a minimum wage law for women (Dulles 301 ). 

The American Federation of Labor lost almost a third of its 4.1 million 

members between 1920 and 1929. Employer influence had corresponding gains. 
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Company unions grew from a handful in 1917 to hundred~, with a total 

membership of more than 1.4 million, ten years later. Various welfare plans were 

instituted by some employers, partly to discourage union initiatives and partly 

because of a growing humanitarian tendency on the part of management. A 

number of employees got free medical services, subsidized sports and recreational 

activities, paid vacations, and low-cost lunches. Group insuran.ce by 1927 covered 

4.7 million workers, with total coverage estimated al $5.6 billion. A 1926 survey 

showed that more than 400 firms, employing 4 million, had pension plans, almost 

all of them started since 1911 (Dulles 236). 

1920 - Susan B. Anthony' s proposed right-to-vote amendment to the 

Constitution became law (Mansbridge). 

1926 - Sun Oil Company established an employee savings plan with 

company contributions (DeCenzo 20) .. 

1929 - Blue Cross concept of prepaid medical costs initiated at Baylor 

University Hospital (Decenzo 20). 

1929 - Bagdad Copper Mine in Arizona offered guaranteed lifetime 

employment (Dulles). 

The idea of designing jobs with the intent of making individual occupants of 

jobs insignificant can be traced to Frederick Taylor, H erny Gantt, Frank Gilbreth, 

and Lillian Gilbreth. The premise was that managers with the help of professionals 
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could carefully and systematically analyze each task to be performed in the 

workplace and determine the quickest and best methods for petfonning the task. It 

would even be possible to calculate the precise time the average worker or the idea] 

worker, who would be precisely matched with the task to be performed, should 

take to perform the work. In the course of designing work, the tasks to be 

performed would be broken down to their most fundamental level. Workers could 

then focus on perfomring a few discrete, predefined and carefully measured acts in 

the workplace. The setup and care of machines, tracking of output, coordination of 

the flow of raw materials and .finished products, and even discipline in performing 

the work would be externally imposed on workers (Mondy). 

While there were 40,000 millionaires in the U.S. by the end of 1928, 

millions of American families continued to live in poverty. Farm income declined 

steadily throughout the twenties, and unemployment kept climbing until it neared 

the four million mark by the end of 1928. The coal and textile industries remained 

depressed for most of the decade, producing pockets of severe poverty in the 

South and Appalachia. Federal surveys revealed that two-thirds of American 

families were struggling to survive on incomes below $2500, the official minimum 

standard for a decent living. Lured into installment purchases, workers watched as 

a growing percentage of their wages w,as sacrificed every week to meet mounting 

interest payments (Groner 286). 
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Calvin Coolidge was elected in 1923 and dedicated his administration to the 

proposition that ''the business of America is business." He placed the moral and 

material resources of the federal government at the disposal of the private sector, a 

policy that appeared to pay immediate dividends as the nation entered a period of 

unprecedented material abundance. To Coolidge, as to most Americans in the 

Roaring Twenties, financial titans, such as Morgan and Morrow, and industrial 

giants, like Henry Ford and John D. Rockefeller, were objects of almost religious 

veneration. Coolidge said, "The man who builds a factory builds a temple and the 

man who works there worships there." Secretary of the Treasury, Andrew Mellon 

immediately began to cut government spending and reduce federal income tax rates 

on businesses and wealthy individuals (Groner 275). 

In the second half of the decade, as the struggle among producers for 

customers grew more intense, the mortality rate among smaller businesses 

increased dramatically. The business structure of the U.S. was undergoing a 

process of rationalization in which many of the smaller companies found it 

increasingly difficult to compete with the high efficiency standards set by the weU­

managed, large-scale enterprises. Large corporations continued to prosper only 

because they were earning extravagant profits in the stock market (Groner 276). 

1928 - Hoover elected President. The election of Herbert Hoover set off a 

victory boom in the stock market. Stocks rose sharply the day after the election 

(Groner 285). 
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1929 - Beginning in March, the stock markets in the United States began a 

period of wild price swinw;, both upward and downward (Groner 285). 

Tuesday, October 29 - In the first 30 minutes of business, immense blocks 

of stock-50,000 shares of Chrysler, GE, ITT, and Standard Oil were dumped on 

the market by wealthy individuals and institutions at prices that stunned onlookers. 

By noon, more that 8 million shares of stock had been sold. The Federal Reserve 

Board was in session in Washington with Secretary Mellon; President Hoover was 

confening with Secretary of Commerce Lamong. Leading bankers gathered at the 

office of J.P. Morgan, Jr., to discuss the deteriorating situation--$15 billion worth 

of stock values had vanished into thin air, wiping out the life savings of investors 

across the nation (Klingaman 73). 

1930 

The country' s wage earners stood by helplessly as the depression cut into 

production, paralyzed normal trade, and caused many factories, mines, and 

workshops to shut down altogether. Pay checks were gradually cut and then 

replaced by notices of dismissal. The whole program of welfare capitalism began 

to disappear as employers were forced to withdraw the benefits which, in the days 

of prosperity, had often been granted in the place of wage increases. Profit sharing 

schemes, employee stock ownership, industrial pensions, and even workers' health 
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and recreational projects were quickly eliminated. Company unions were powerless 

to protect their members' interests (Dulles 251 ). 

Berhe.rt Hoover presided over three and a half years of depression. 

Between 1929 and 1932, the general level of American business activity slowed to 

about half of what it had been. Unemployment statistics reflected the measurement 

ofhwnan suffering. At the peak in 1933, an estimated 13 million people, or 25 

percent of the work force were out of work. Virtually everyone and eve1y business 

fell victim to the cycle of unsold merchandise, lower production, wage cuts and 

layoffs. Machinery was left to rust in place. Pay cuts were almost universal. Store 

clerks received as little as five or ten dollars a week, and servants worked for ten 

dollars a month plus room and board. Bank failures added to the crisis. During 

1932, more than 1400 banks failed and the number was accelerating in early 1933. 

Franklin D. Roosevelt became President in 1933 and Hoover turned all the 

problems over to him. The New Deal had begun (Dulles 253). 

Early in March of 1932 Congress passed the Norris-LaGuardia Act. This 

measure declared it to be public policy that labor should have full freedom of 

association, without interference by employers; it outlawed yellow-dog contracts 

and prohibited federal courts from issuing injunctions in labor disputes except 

under carefully defined conditions (Dulles 253). 
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The Glass-Steagall Banking Act of June 1933 regulated banking and 

securities businesses. Also it created the Federal Deposit.Insurance Corporation to 

guarantee bank deposits up to $5000 (Groner 296). 

1933 - The Civilian Conseivation Corps was created putting 300,000 men 

to work in national forests and in various conservation projects paying subsistence 

wages (Dulles 272). 

The Federal Emergency Relief Administration was designed to distribute 

$500 million in relief to the states through the Reconstruction Finance Corporation 

to provide grants to the states for giving direct relief (Dulles 272). 

The National Industrial Recovery Act was passed to mobilize labor and 

industry in putting more of the unemployed back to work. It appropriated $4.4 

billion to finance public works through a newly formed Public Works 

Administration, designed to make a frontal attack on some of the more obvious 

symptoms of the Depression-unemployment and closed factories. To Labor, the 

act promised a guarantee of collective bargaining rights, minimum wages, 

maximum hours, and a ban on child labor. To employers, it presented an immense 

challenge, with limitation of production, higher prices, and exemption from antitrust 

Laws. From June to October, employment rose by 2.5 million or 6.8 percent 

(Groner 298). 


