RIBETW KRR - EIRES KSR/ (4)

22 A %
2 5 L
Shadow of Century

— Economic Crisis

db 5 R AR AL

it =




B E &% B (CIP) ¥

BB AR .
L H AL T K W AR AL ,2001. 1.

ISBN 7 - 301 - 04838 - 6
L. M¥%-- I.3&E-EFEY

IV .H319.4

o B R B B4 CIP UL 5 (2001) 55 79200 5

e

H(RBEARE) BFESHFEE/(4)
42 B —— B T 4

ERFEE CHBERIGE)HIEBH
¥5 #E 5 5 :ISBN 7 - 301 ~ 04838 - 6/H-0594

th

4

&
kil
P
#

F ALK W R

B L RRERA 100871
FARARBUBEREERERAA
FobmA M EEEEREDR
FILEKRE R

H HEBE

850x 1168 32 FF & 4.625ER 122 FF
2001 5 1 A%— R 2001 1 B —XKEIR)
SESHEH 32.50 T, B ER 6.50 T

REFF X% BRSFEH(LEERC® WM 5

&= M
HERE LR

BREWEH

%= Tlasw)
HEigit:k o
BiE:
(010)62752028( 44 42)
(010)62752019( BB ¥y )
(010)62754140( % 17)
e-mail ; ’

gl@pup.pku.edu.cn



il

;0]

HHUER ALALTEERERT T 28 B EE ;AN
FELMEA BAEAARA EFTALETHEAEREFHEE
HH . HBRWRAN,LENGIHfEI T KEXFAANEL, #+ 5
AMBRBACLHEEKRF. HEXFITRBEORTFE, LARAN
iR Rk 3,

AT XRERFEFIREORANES TR IS $RG2HF #
EBEMBEHBTEELE, €M (MBEZBRE — L
WTOY {8 & &k B +——IMF) . (t: K 4% — % F 69 8B £ %t F

¥y (e my BHFEEM) (ABBERAL LM E), (MBKEZ
He 8%, PCWTOY M F P EA#AGE , BAE SHALEZHRR

BB AFNBTARAERRHERA BT FoRAREHOLESD
B, (AREBLF—IMF): MAZF4RLG £, BEEHL
RURAEAGERAHEHHERRAESHAL, BT XA IO~
BENEHEIANBHT —AZROTH, (BFE—KFHEL
BRAFE): ARBRARTARERD KAKAALS L E— kK
HBRGEX, BLYEAERGZFBH. (Frem¥ 2
MYy BMFARTHTENZFENBENTHE, ZLARIAETLHL
ERIFPEH-—REFEM—XFE., (ABREREARLEHX): 2
EANGXGARN BT LAR LS FORE, @TEAR , 2% K0
GEBA-NERLAGT#,
BMECHFL REARBERIEAFARP LS,




-~

B 2

2 POV |

1.11929 % 10 A 24 B, ZE TR oocvermrrian.

BB TEMEEFIENL - vooeervrrorrereeremreertre e e
2 ERFR AR EHBF AR TR e

4 BB RN

.6 % *ﬁ.ﬂ-gg_g’@“ﬂ .

.7%&%#%@%%*&&@@&&%?%%&%%@-~
2.10 Idﬂ%rﬁﬁ%ﬁ‘]wkﬁﬁ R LLET IR L PR PR PPPPRERR PR
31T~&%Kiﬁ
32#%&%m]ﬁﬂﬂ&f

NN N NN NN

3 BHBHFANET EE T oo
. .o 45

19
37
37
41
41

51

-+ 55

65

-~ 71

73

- 101
- 101
- 107

115
121
129




Content

Chapter 1 Greai Depression
1.1 Black Thursday, October 24, 1929
1.2 Great Myths of the Great Depression <+ ++:=++sstseseerssnenssanes 6
1.3 Main Causes of the Great Depression  «:eccecresrressrroceiecnee 18

Chapter 2 Asian Economic Crisis S PP 1
2.1 'l‘he ASlan Miracle B R R T R 36
2.2 Key Event: Currency Woes Spark Asian Economic Crisis <+ 40
2.3 Milestones in Asia’s Economic Crisis *w=ss=sesrseereremenccncnnees 40
2.4 Asia’s Economic Crisis B T T P - 44
2.5 Free Market Reforms Urged +++«:+=r+essrseereassansoionininiinianens 50
2.6 The Fall of DOmino - «++ssserereasssresesassannoneonssesarnannennees §4
2.7 IMF Role Criticiged <+ «+« =+« sreesevrerocssssrsarsoseosesannrsorsoosses G4
2.8 Lean Times Ahead «+««ersservesarereesseiianeseeresssesrnanaeneees 70
2.9 Various Voices on Asian Economic Crisis =+ =<rceereeestoseencnees T2
2.10 Four Myths of the Asian Economic Crisis  =++=s+rrest=seeeeecnere Q4
3.1 What Next? ceveeevererresreeesanessoroneneannnnessesnsersnseeses 100
3.2 What is Happening to the “Tigers” Economies of Southeast Asia?
e e 8o 88 caa Hse es s 0N e s Bes s e nAs At aee Be B P8O SNs tNe Bs e ees ere Seb se s ene sas sos ]%
3.3 I_cssons I‘eamed 400 008 000 000000 nenanesets0torasanace vesers tesses asenns 114
3.4 Rebuilding Asia ---+r-+seermeeressnssrsamsinninetiinieienniieiens 120
3.5 Examining the Fallout from the Global Financial Crisis  -+-+ <+ 128




NERGZFRXBTELSAREE T, HRKXHY
AHTABAMNEEFARERCIR, K62
FAMBE - A ZTELE 220 EHLGER, BRELE
T AN B AT R R F 2 H DR




2 Shadow of Century—Economic Crisis

Chapter 1 Great Depression

- 1.1 Black Thursday, October 24, 1929

Thursday, October 24, 1929 has the dubious honor of being
called Black Thursday because it was on this day that the New York
Stock Exchange crashed, heralding® the end of the “Roaring®
Twenties” and the beginning of the Great Depression. We’ ve all
read about it in the history books, but what was it like for the people
of the time?

In the 1920’s, things were really rocking in the US and around
the world. The rapid increase in industrialization was fueling growth
in the economy, and technology improvements had the leading e-
conomists believing that the up-rise would continue. During this
boom period, wages increased along with consumer spending, and
stock prices began to rise as well. Billions of dollars were invested
in the stock market as people began speculating on the rising stock
prices and buying on margin. |

® amount of unsecured consumer debt® created

The enormous
by this speculation left the stock market essentially off-balance.
Many investors, caught up in the race to make a killing, invested
their life. savings, mortgaged their homes, and cashed in safer in-
vestments such as treasury bonds and bank accounts. As the prices

continued to rise, some economic analysts began to wam of an im-

pending correction, but they were largely ignored by the leading



B KN

1.119294€ 10824 85, B6EH—

1929 % 10 A 24 B ,# AN A E & £ Oherald [ 'herold] o.
B BHA, AR AKX — K, 426 B T & proclaim the approach
Bk, R A B ki KR 6 20 AR 45 g of Rif o MIEDK
T AREART, EFLEE, zunz?ﬁéntfu’d"”;:“zmrn:
S B K RN T S AR, R T
AEINREREFLAR?

20 #4220 K, L RAELBAEZEAN
#R, EHPARTLER, TRtk
REMETBHFOLR ARG T HESE
IZBHFFERAABFOFELHLET
*, BENFRONBE BEHE R GHE M, T
AR Lk REMBLRE LA, MAEA
MABARLF L GG HBXEOGREAFHORE
THKBEMN, EFELEAEBANT B ET G enomous [ i'noms |
B, adj. very large E K

AP RAPT G A E B % & 5K E A ©unsecured consumer
GH,ERLLEEMRETIH . K T F M, debr debt for which
AEH BT A S ABE G IAT T R gy gm0 o od been
FOAILT B A, Bk AT AR, de e S RO
MELGRERE—H, MERSHBGH
bt —RBF LW RCEFLELHRRE
F—THRTHRLETXIHREFH HHA
S AT E, B RIERGBT NI T




4 Shadow of Century—Economic Crisis

pundits. Many banks, eager to increase their profits, began specu-
lating dangerously with their investments as well. Finally, in Octo-
ber 1929, the buying craze began to dwindle®, and was followed by
an even wilder selling craze. |

On Thursday, October 24, 1929, the bottom began to fall out.
Prices dropped precipitously® as more and more investors tried to
sell their holdings. By the end of the day, the New York Stock Ex-
change had lost four billion dollars, and it took exchange clerks until
five o’ clock am the next day to-clear all the transactions. By the
following Monday, the realization of what had happened began to
sink in, and a full-blown panic ensued. Thousands of investors—
many of them ordinary working people, not serious “players” — were
financially ruined? . By the end of the year, stock values had
dropped by fifieen billion dollars.

Many of the banks, which had speculated heavily with their
deposits , were wiped out by the falling prices, and these bank fail-
ures sparked a “run” on the banking system. Each failed bank, fac-
tory, business, and investor contributed to the downward spiral that
would drag the world into the Great Depression .

’ Over the four years from 1929 to 1933, production at the
nation’ s factories, mines, and utilities fell by more than half. Peo-
ple’s real disposable(‘D incomes dropped 28 percent. Stock prices
collapsed to one-tenth of their i)m-crash height. The number of un-
employed Americans rose from 1.6 million in 1929 to 12.8 million

in 1933. One of every four workers was out of a job at the Depres-
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6 Shadow of Century—Economic Crisis

sion”s nadir® , and ugly rumors of revolt simmered for the first time

since the Civil War.

(from Mark Underwood ]

1.2. Great Myths of the Great Depression

Old myths never die; unfettered® free enterprise collapsed of
its own weight in 1929, paving the way for a decade-long economic
depression full of hardship and misery.

To properly understand the events of the time, it is appropriate
to view the Great Depression as not one, but four consecutive de-

pressions rolled into one.

Phase I: The Business Cycle

The Great Depression was not the country’s first depression,
though it proved to be the longest. The common thread woven
through the several earlier debacles® was disastrous manipulation of
the money supply by government. For various ‘reasons, government
policies were adopted that ballooned the quantity of money and cred-
it. A boom resulted, followed later By a painful day of reckoning.
None of America’s depressions prior to 1929, however, lasted more
than four years and most of them were over in two. The Great De-
pression lasted for a dozen years because the government compound-
ed® its monetary errors with a series of harmful interventions.

When government inflates the money and credit supply, inter-
est rates at first fall. Businesses invest this “easy money” in new

production projects and a boom takes place in capital goods. As the
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boom matures, business costs rise, interest rates readjust upward,
and profits are squeezed. The easy-money effects thus wear off and
the monetary authorities, fearing price inflation, slow the growth of
or even contract the money supply. In either case, the manipulation
is enough to knock out the shaky® supports from undemeath the e-
conomic house of cards. The Federal, Reserve expanded the money
supply by more than 60 percent from 1921 to 1929. The flood of
easy money drove interest rates down, pushed the stock market to
dizzy heights, and gave birth to the “Roaring Twenties” .

By early 1929, the Federal Reserve was taking the punch®
away from the party. It choked off® the money supply, raised inter-
est rates and for the next three years presided over a money supply
that shrank by 30 pefcent. This deflation following the inflation
wrenched the economy from tremendous boom to colossal bust.

When the masses of investors eventua]ly® sensed the change irlt
Fed policy, the stampede was underway. The stock market, after
nearly two months of moderate decline, plunged on “Black Thurs-
day” —October 24, 1929—as the pessimistic view of large and

knowledgeable investors spread.

Phase II: Disintegration of the World Economy
~ If this crash had been like previous ones, the subsequent
hard times might have ended in a year or two. But unprecedent-

ed political bungling instead prolonged the misery for twelve long
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10 Shadow of Century—Economic Crisis

years .

Unemployment in 1930 averaged a mildly recessionary 8.9 per-
cent, up from 3.2 percent in 1929. It shot up rapidly(D until peak-
ing out at more than 25 percent in 1933. Until March 1933, these
were the years of President Herbert Hoover—the man that anti-capi-
talists depict as a champion of noninterventionist, laissez-faire eco-
nomics .

The crowning folly of the Hoover administration was the Smoot-
Hawley Tariff, passed in June 1930. It came on top of the Fordney-
McCumber Tariff of 1922, which had alréady put American agricul-
ture in a tailspin during the preceding decade. The most protection-
ist legislation in US history, Smoot-Hawley virtually closed the bor-
ders to foreign goods and ignited a vicious international trade wér.
Professor Barry Poulson notes that not only were 887 tariffs sharply
increased, but the act broadened the list of dutiable® commodities
to 3,218 items as well.

Foreign companies and their workers were flattened by
Smoot - Hawley * s steep® tariff rates, and foreign governments
soon retaliated with trade barriers of their own. With their ability
to sell in the American market severely hampered, they curtailed
their purchases of American goods . American agriculture was par-
t.icularly hard hit . With a stroke of the presidential pen, farmers
in this country lost nearly a third of their markets. Farm prices
plummeted® and tens of thousands of farmers went bankrupt .

With the collapse of agriculture, rural banks failed in record
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12 Shadow of Century—Economic Crisis

numbers, dragging down hundreds of thousands of their cus-
tomers .

To compound the folly of high tariffs® and huge subsidies, the
Congress then passed and Hoover signed the Revenue Act of 1932.
It doubled the income tax for most Americans; the top bracket®
more than doubled, going from 24 percent to 63 percent. Exemp-
tions were lowered; corporate and estate taxes were raised; new gift
gasoline, and auto taxes were imposed; and postal rates were

sharply hiked.

Phase III: The New Deal

Franklin Delano Roosevelt won the 1932 presidential elec-
tion in a landslide® , collecting 472 electoral votes to just 59 for
the incumbent Herbert Hoover. The platform@) of the Democratic
Party whose ticket Roosevelt headed declared, “We believe that
a party platform is a covenant with the people to be faithfully
kept by the party entrusted with power.” It called for a 25 per-
"cent reduction in federal spending, a balanced federal budget, a
sound gold currency “to be preserved at all hazards,” the re-
moval of government from areas that belonged more appropriately
to private enterprise, and an end to the “ extravagance” of

Hoover’ s farm programs. This is what candidate Roosevelt

promised, but it bears no resemblance to what President Roo-

sevelt actually delivered .
In the first year of the New Deal, Roosevelt proposed spending
$ 10 billion while revenues were only $ 3 billion. Between 1933




