0 Truman and post-war reconstruction

LEARNING OBJECTIVES The economy

¢ how effectively Truman dealt with

the American economy

e the political divisions Truman faced

e the domestic problems Truman faced

e anti-communism and the rise of
McCarthyism.

Evaluating primary sourc

What can you infer from the

statement by Keynes in Source 1

about how leaders approach the
running of national economies?

Keynes was a key figure in
economics

John Maynard Keynes (1883-1 946)

was a British economist. During
his lifetime he produced some of
the most enduring theories about
economics and he is often held up
as one of the two most influential

economists of the twentieth century.

Keynes led the British delegation in

the 1944 negotiations that established

the Bretton-Woods system.

'CROSS-REFERENCE

See Chapter 1, pages 45 for more

on the US economy after the Second

World War.

Adapted from John Maynard Keynes’ 1936 book The General Theory of
Employment, Interest and Money:

The ideas of economists and political philosophers, both when they are right
and when they are wrong, are more powerful than is commonly understood.
Indeed the world is ruled by little else. Practical men, who believe themselves
to be quite immune from any intellectual influence, are usually the slaves of
some long dead economist. Madmen in authority, who hear voices in the air,
are taking their frenzy from some academic scribbler of a few years back. | am
sure that the power of the established companies and government is vastly
exaggerated compared with the gradual encroachment of ideas.

One of economist John Keynes’ theories explained how to encourage a
national economy out of recession or depression by using government
financial muscle to borrow money and spend it on large scale projects that
stimulated industry and created jobs. This philosophy was employed by FDR
in his ‘New Deal. Truman was more sceptical of Keynesian economics but
he wanted to continue with the liberal social programmes that had been so
popular before the war. Massed against him, in his pursuit of a domestic
programme which could be compared to that of his predecessor, was an
economy set for decline and a country and population that had been remade

by the war. i

The USA was the single dominant force in the global economy at the end
of the Second World War. However, to retain this pre-eminence it needed to
return to peaceful trading with partners in Europe and the Pacific, and this was
one of the factors that influenced Truman’s post-war thinking when it came

to foreign affairs. Growing economies in Europe and Asia would also allow
Britain, France and China to pay back their substantial war loans from the US;
$31 billion for Britain, $3.2 billion for France and $1.6 billion for China.

A CLOSER LOOK

The Bretton-Woods System

On 1 July 1944 representatives of the 44 Allied nations met in Bretton
Woods, New Hampshire, USA to design a system of monetary management
for the post-war world. The discussions led to the establishment of the ]
International Monetary Fund (IMF) and the World Bank as well as obliging
countries to adopt a monetary policy that tied their currencies to the

US dollar. The system also promised that the IMF would step in to help
countries in financial trouble.
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However, measures taken towards the end of the war in preparation for a
return to global trade had given the US a key advantage. The introduction
of the Bretton-Woods System and with it the IMF and World Bank, both
of which were headquartered in New York, promised that the new world
economic order would be based around an American conception of

CHAPTER 3

capitalism and trade. Truman merely needed to keep things ticking over for

the first few post-war years and the pick up in the world economy should
inevitably have followed.

The US economy under Truman

Truman’s ambitions for his presidency were mainly domestic and it is ironic
that he has become most associated with international problems. Principal
amongst the domestic ambitions were a desire to continue with the liberal
Jegislative programme of the ‘New Deal’ and to smooth the transition of the
economy from wartime to peacetime. Truman called this policy the ‘Fair Deal’
and it was designed to address the problems of poverty that had carried over
from the Great Depression, such as inequalities in education and healthcare
along with the problems of unemployment. With 12 million former soldiers)
about to rejoin the job market, cushioning the inevitable problems they would
face was imperative. Truman took the decision to demobilise nine million

of them in 1945 but keep an army of three million given the dangerous state
of the global political situation. In 1946 the army was further reduced in size
to 1.5 million men. This gradual reintroduction to the civilian workforce
prompted some short-term unemployment but nothing on the scale of the
Great Depression, indeed the Truman presidency never saw unemployment
run higher than 5 per cent.

Businesses also faced a transition from the demands of wartime production
to those of peacetime. However, the confidence from having gained victory
and the influx of men returning home led to a consumer boom which
produced an inflation rate of 25 per cent in 1945 to 1946. This contributed
in no small part to the Democrats’ defeat in the 1946 midterm congressional
elections. Truman proposed a Price Control Bill in 1946 but it was watered
down by a Congress convinced the president was too weak to push it through
Later that year, Truman suggested the creation of a Council of Economic '
Advisors (CEA) to advise the government and this did get approval along with
an Employment Act which committed the country to ‘maximum employment.

The post-war economy was also helped by the demand for housing and .
Roosevelt’s 1944 GI Bill. The latter provided government help in getting a
90 per cent mortgage, along with a guaranteed 52 weeks of unemployment
benefit and loans for college education. In the subsequent decade, the
ﬁovernment invested $20 billion through the GI Bill, stimulating several
I:}; SZCI‘;:);SI (t)}f1 ft:}}le) :lc):orll)omy ?.nd providing a golden age for social mobility.
i a}; O(I)Im of. 1945 to 1950 c'reated a huge new market for
| e \}/Dve bas s;cllmu.latln.g housing. The }.10using boom led to
o uk urban housing sites such as Levittown in Long Island,
R an,d o tc‘)cr ers T{ould have far lmger houses for less money than in
il getto WO thanks to booming car sales which rose from 2.1

1946 t0 7.9 million by 1955.
e £2$§;1£§ 'IC;ruman had been Fe-elect.ed in 1948 the economy was
e efmand was growing. This was helped too by the maturing of
e : war bonds' purchased by US citizens since 1941, injecting
. bocortlc?my which coyld fuel the consumer boom. By 1952

e E (jlsst 918 an economic report to Congress that total output had
Sbproximarsty dot) dper ?ent on 1939 levels, that industrial output had

- A E ,dagncultural output had increased by a third and that
$38 bllioy, o m a rﬁsgn frorr{ an annuzjll rate of $14 billion to almost
Bowing fron, Y. 'ent ad also risen despite the demobilisation of the army,

million to an average of about 61 million during the same

Period. Mogt im :
y t impressively, the per capit i .
had rige, about 40 per ce}:nt, per capita (per person) income of Americans
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IMF and World Bank: these two
organisations, headquartered
in New York, were set up after
the Second World War to provide
assistance to countries who faced
an economic crisis

capitalism: an economic and
political system in which trade
and industry are controlled by
private organisations who aim to
make a profit, rather than by the
government

Truman's Fair Deal policies (see
pages 24—25 in this chapter) also
had an impact on the US economy.

For a recap on international problems
faced by Truman, revisit Chapter 2.

demobilise: to take troops out of
active service, usually after a war

inflation: the rise in the price of
goods or services from one year
to the next

baby boom: a term that refers to the
rapid rise in the population that
followed the Second World War in
the US; there were nearly a million
live births per year more in 1947
than in 1945
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Eisenhower later became president
and his time in office is covered in
Chapters 5—8. See page 37 in Chapter 5
for his Key Profile.

States’ rights: the rights granted
to the Governor and legislature
of individual states to make
decisions on matters such as
education, sales taxes or the use
of the death penalty

campaign: the process of persuading
people to vote for a party or
individual

political gridlock: when opposite
parties control the White House
and Congress it often makes bills
very difficult to pass because of
the ‘checks and balances’ the US
Constitution provides to prevent
any branch of government
becoming too strong. This can
mean both sides blame each other
for the failure to make progress on
key issues

Pairs task

In pairs hold a timed three minute debate with one student arguing that Truman’s
economic policies were successful and the other arguing that his policies were a
failure.

Majority
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Party in
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Party
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| Party
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Fig.2 Control of Congress in the years 1944 to 1982; note how rare
Republican control was

Political divisions

Truman’s economic problems led to political trouble in the midterm
congressional elections of 1946. Republicans highlighted the problems of
reconversion from a war economy with slogans that hit home, particularly
“To Err is Truman, and won control of both the House and Senate. With
opposition from Congress came the likelihood of political gridlock leading up
to the presidential election of 1948.

The election, when it came, was the greatest upset in US political history
and a triumph for the underdog Truman who had seemed beaten throughout.
Indeed Truman had proposed that General Dwight Eisenhower be invited
to become the Democratic presidential nominee with himself as the vice
president (Eisenhower declined both the Democrats and the Republicans that
year). The Democrats seemed in disarray with former Vice President Henry
Wallace breaking away to form a Progressive Party and Democrat Senator for
South Carolina, Strom Thurmond, standing as an independent candidate on
a platform of States’ rights. Truman’s opponent, the Republican Governor of
New York, Thomas Dewey, ran a cautious and aloof campaign, while Truman
toured the country remorselessly railing at the political gridlock resulting
from the Republican controlled Congress and earning the nickname ‘Give ‘em
hell, Harry’

Truman’s hard earned victory coincided with the Democrats regaining
control of both Houses of Congress and, with an improving economy and a
hard-line stance against the Soviet Union, Truman was able to complete his
next term with more domestic cooperation. Constitutionally, Truman could
have stood in 1952 as the 22nd Amendment, limiting presidents to two terms,
had only been passed in 1951 and did not apply to him. However his lack of
popularity prompted him to stand aside in favour of Adlai Stevenson who was
unable to repeat the shock result of 1948 in 1952,
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Fig.3 Truman celebrates victory with a copy of the Chicago Tribune that had gone to
press early believing he had lost
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‘Truman’s victory in the 1948 presidential election was the result of Republican
failings.” Explain why you agree or disagree with this view.

Domestic problems

The years following the Second World War led to a spike in the birth rate
which had a significant effect on society. Women increasingly had to stay

at home to look after children and there was increased demand for housing
in the suburbs and increased pressure on the school system. At the same
time, demand from the government for war materials had ended and so jobs
were threatened. Fortunately for Truman the US economy adapted to this

t0 some extent and factories changed what they produced to serve a new
market for consumer goods such as clothing, cars and household appliances.
However, unemployment did rise to 5 per cent by 1950 and those worst
affected were minority groups and women who all received little protection or
éncouragement from the Trade Unions, who found themselves increasingly
under pressure for their left-wing sympathies.

The role of organised labour

ET

From a speech by John L Lewis in 1937 entitled Labor and the Nation. Lewis

Was addressing accusations that the Trade Union movement was a form of
communism:

Unionization, as opposed to communism, presupposes the relation of
employment; it is based upon the wage system and it recognizes fully and
unreservedly the institution of private property and the right to investment
Pr‘0fit. Itis based upon the fuller development of collective bargaining, the
Wider eXpansion of the labor movement, the increased influence of labor in

four parties compete and gain over
one million votes each. Why didn’t
this lead to multi-party democracy in
the US?

This requires a balanced answer that
deals with the issue of Republican
failings on the one hand and on the
other covers other reasons why
Truman won. When looking at reasons
for success in presidential elections
the health of the economy is always
key. Consider also the other factors
that contribute to success, criticisms
of opponents’ failings or mistakes and
the issue of how united the party is.

For more detail on the baby boom read
Chapter 6, page 48

Class debate

The change in demographics created
by the ‘baby boom’ also led to huge
social change. What implications,
other than those mentioned in the
paragraph to the left, might an
increased birth rate have had, both
positive and negative?

Evaluating primary sources

What message is Lewis trying to give
in this source? Why might he feel he
needs to give this message?
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Lewis was a constant thorn
in the side of the Truman
Administration

John L Lewis (1880-1969) was a
leader of Miners’ trade unions who
founded the Congress of Industrial
Organisations (CIO) in 1938. He
supported FDR and the ‘New Deal’
and his CIO was open to African-
Americans. After the Second World
War he led mine workers’ strikes in
1945, 1946, 1948 and 1949-50.

State of the Union Address: a speech
presented annually in January by
the President of the United States
to a joint session of the United
States Congress (Senate and
House of Representatives). The
speech outlines the challenges
facing the US (the Union] and the
legislation the president would like
to introduce

lynching: a form of trial and execution
carried out by an unofficial group
or mob usually involving death by
hanging

CROSS-REFERENCE
See Chapter 4 for more information on
African-Americans in northern cities.

our national councils, that the perpetuity of our democratic institutions must
largely depend. The organized workers of America, free in their industrial life,
conscious partners in production, secure in their homes and enjoying a decent
standard of living, will prove the finest bulwark against the intrusion of alien
doctrines of government.

A traditional supporter of the Democrat Party, organised labour, the US
equivalent of Trade Unions, gave Truman the most headaches. In August 1945,
Truman announced that he would maintain price controls but that unions
could pursue higher wages. Beginning in late 1945 and lasting throughout
1946, a wave of strikes hit the steel, coal, auto and railroad industries,
debilitating key sectors of the American economy and stifling production of
certain consumer goods. Truman remained steadfast in the face of labour’s
demands. To end the strikes and restore industrial peace, he recommended
compulsory mediation and arbitration, he warned that the government would
draft striking railroad workers, and even took a union, the United Mine
Workers, to court. The unions backed down and returned to work, for the most
part with healthy gains. But by taking such a hard line, Truman had damaged
his relationship with an important element of his party’s support base.

The ‘Fair Deal’

In September 1945, Truman presented to Congress a 21-point programme
incorporating economic and social measures to tackle domestic problems
that he wished to see the legislature draft and pass. However owing to the
conservative majority in Congress few of the measures were ever passed. As
a result, in his State of the Union Address in January 1949, buoyed by the
legitimacy his victory in the previous year’s election gave him, Truman stated
that every part of the population had the right to expect a fair deal from the
government and introduced a revised series of measures that became known
as “The Fair Deal These measures included:

o federal aid to education

o tax cuts for low-income earners and an increase in public housing

« the abolition of poll taxes

o anti-lynching laws

o apermanent FEPC (see Chapter 4)

o the establishment of a new Department of Welfare

o an increase in the minimum wage from 40 to 75 cents an hour

« national health insurance and expanded Social Security coverage.
Truman’s programme of social change lacked the fierce economic necessity
that had allowed Roosevelt to push through the ‘New Deal’ and so it was
never implemented in a wholesale fashion. Nevertheless, substantial social
and economic progress did take place under Truman. By 1953, 62 million
Americans were employed, an increase of 11 million under Truman and
unemployment was virtually zero. Income from agriculture, share dividends
and businesses were at all-time highs, and no bank had failed in nearly

nine years. The minimum wage had also been increased and Social Security
benefits had been doubled, whilst 7.8 million veterans had taken advantage
of the GI Bill. Millions of new homes had been financed through government
programs, and a start had been made in clearing inner city slums (ironically
this made housing worse for African-Americans in the northern cities as
the cleared slums were not replaced with affordable housing quickly enough,
causing rents to skyrocket). Poverty had also been reduced, with one estimate
suggesting that the percentage of Americans living in poverty had fallen from
33 per cent of the population in 1949 to 28 per cent by 1952.

Yet Truman was profoundly unpopular with the electorate for much of his
second term with a Gallup poll in February 1952 giving him only a 22 per
cent approval rate. Part of this was the result of the prolonged war in Korea
which had not provided a quick victory and had led to inflation, but the
Truman Administration was also affected by scandal. When dozens of IRS
officials were forced to resign in 1951 over alleged corruption it was easy to
make links with a president who was derisively known as the ‘Senator from
pendergast’ thanks to his relationship with an influential Missouri politician,
Tom Pendergast, earlier in his career.

The rise of McCarthyism

In January 1950 Joseph McCarthy was a little-known Senator from Wisconsin,

the following month he was catapulted to the forefront of American politics after

claiming to have a list of 205 Communist Party members who were working in

the US State Department. McCarthy’s accusations tapped into a widespread fear

of communism that had existed in the US since the Russian Revolution of 1917.

This fear can, and has been attributed to a number of factors:

» economic fear of the consequences of communism amongst the rich

« military fear of the size and aggression of the Soviet and Chinese armies
following the creation of the ‘Iron Curtain’ and the ‘fall’ of China to
communism

» the rise of Organised Labour during the Second World War

« the successful Soviet nuclear test in August 1949

» the political value to ambitious politicians of exaggerating a threat (Richard
Nixon first came to national attention as a member of HUAC in 1948 after
pursuing Alger Hiss)

» the psychological need for the US to have an enemy in order to define itself
against.

COMMUNIST PARTY ORGANIZATION LISA FER 2.1950
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Fig.5 Joseph McCarthy making the case for the proliferation of communism in
the USA

Ioseph McCarthy (1908-57) became Senator for Wisconsin in 1947, after
Serving in the Second World War, before his accusations about widespread
€ommunist conspiracies catapulted him to national attention. His efforts
led to the coining of the word ‘McCarthyism’ as a term for making broad
dccusations of treason without evidence. McCarthy never proved any of his

accusations and was eventua]ly censured bY the Senate in 1954 before dying
of alcoholism in 1957.

partner for one minute on the subject
of the ‘Fair Deal". If you hesitate, your
partner should take over.

IRS: the Internal Revenue Service
is the US government agency
responsible for tax collection and
tax law enforcement

HUAC: the House Un-American
Activities Committee was formed
in 1938 to monitor extremist
groups
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. What do you think McCarthy
means by a ‘great conspiracy’?

. How do the events covered in the
previous chapter agree or disagree
with this idea?

. Why did McCarthy refer to his
campaign in this way?

appeasement: giving in to the
demands of others as a way of
stopping them becoming more
aggressive

In AS source questions it is important
to look carefully at both the
provenance and the content of the
source as well as understanding the
context in which they were written.
Look first at the dates and consider
what else was happening nationally
and internationally at the time. Then
look at the audience hearing these
speeches; where were they and why
were they being addressed? Finally,
consider the agenda of the speakers;
would they have any reason to alter
the truth for their own purposes?

Adapted from a speech delivered by Senator Joseph McCarthy to the Senate on
14 June, 1951. McCarthy described his campaign by saying ‘McCarthyism is
Americanism with its sleeves rolled’:

Six years ago this summer America stood at what Churchill described as the
‘highest pinnacle of her power and fame’. What do we find in the summer of
19517 The influence of Moscow runs to upwards of 900 millions of people —

a good 40 per cent of all men living. During all this time the Administration
preaches a gospel of fear and Acheson and Marshall expound a foreign policy in
the East based upon cowardly, whimpering appeasement. How can we account
for our present situation unless we believe that men high in this Government
are concerting to deliver us to disaster? This must be the product of a great
conspiracy, a conspiracy on a scale so immense as to dwarf any previous such
venture in the history of man. It cannot be attributed to incompetence.

Anti-communism permeated all aspects of American society despite the
fact that the Communist Party of the United States had less than 80,000
members. The Truman Doctrine and Marshall Plan had established the
USSR as the new enemy and HUAC began investigating Hollywood actors
and writers. Comic book heroes like Captain America, created in 1941,
changed their enemies from Nazis to communists in storylines with titles
like ‘Captain America, Commie Smasher!. Perhaps more worryingly there
was a string of cases of arrests of officials and scientists who were alleged to
have divulged nuclear secrets to the Soviets including Alger Hiss and Ethel
and Julius Rosenberg.

A CLOSER LOOK ;

Hiss and the Rosenbergs

Alger Hiss, a high-ranking State Department official was convicted of
perjury in 1948 after being accused of passing secrets to the USSR; a young
Richard Nixon played a key role in the case. Ethel and Julius Rosenberg had
worked on the atomic bomb project during the war and were executed in
1953 for passing nuclear secrets to the Russians.

McCarthy exploited the public fear of nuclear war and was encouraged

by a Republican party desperate for any issue that could weaken the
Democrats’ 20-year grip on the presidency. Although McCarthy had an
erratic personal history, his message struck a chord with an America that
was stuttering in Korea and whose opinion of former ally ‘Uncle Joe’ Stalin
had been recast in order to justify measures like the Truman Doctrine,
Marshall Plan and Executive Order 9835 which established Federal loyalty
boards designed to root out communist sympathisers in the federal
government.

@

With reference to Sources 2 and 3 and your own understanding of the historical
context, which of these two sources is more valuable in explaining attitudes
towards communism in the USA?
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Truman’s attempts to veto a 1952 Internal Security Act which allowed
communists to be denied passports saw only 58 members of Congress support
him as the Truman Administration entered the lame duck’ phase of its time
in power. McCarthy seemed to wield more power than the most powerful

man in the world with few willing to confront him for fear of being accused
themselves.

Summary

Truman kept a plaque on his desk which read “The buck stops here’ and, for

all of his failings and inadequacies, he was a man who took responsibility.

His domestic agenda may have been affected by political manoeuvrings, the
development of the Cold War, and the inevitable initial decline in the post-war
economy, but Truman also managed to establish valuable precedents in civil
rights, social welfare and union relations as well as foreign policy.

‘Truman failed to address the domestic problems of the USA because he was too
preoccupied by foreign affairs.’ Explain why you agree or disagree with this view.

‘lame duck’ presidency: as a president
approaches the end of their second
term (or if they have announced
they won't seek re-election ) their
ability to carry out policy is often
hampered by a lack of co-operation
from others or outright dissent

Look back over this chapter at the
domestic measures Truman tried
to introduce. Draw up a table that
analyses where he succeeded and
where he failed.

This question makes an assertion
which you can challenge. Did Truman
in fact ‘fail to address the domestic
problems of the USA'? You might also
like to challenge the idea that he

was ‘preoccupied’ by foreign affairs.
It is important to look at Truman’s
domestic problems in the economy
and society, particularly divisions
and inequality in society, and balance
your answer.




