
~, California Standards 
History-Social Sciences 
11.5 Students analyze the major political, social, economic, techno
logical, and cultural developments of the 1920s. 
11.6 Students analyze the different explanations for the Great 
Depression and how the New Deal fundamentally changed the role of 
the federal government. 

Employees ofthe Chicago Defender, an African 
American newspaper, prepare food supplies 
to donate to needy families at Thanksgiving, 
1931. Thousands of hungry, homeless, and job
less Americans had to rely on such generosity 
to survive the Great Depression. 
Interpreting Visuals Do these workers seem 
to be victims of the Great Depression? Explain. 

See Skills Handbook, p. H30 
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October 29, 
1929 
Stock market 
crashes on 
"Black Tuesday." 

1931 
Drought that 
helps produce 
the Dust Bowl 
begins on the 
Great Plains. 

Ibn Saud pro
claims himself 
king of newly 
created Saudi 
Arabia. 

becomes 
chancellor of 
Germany. 
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BEFORE You READ 
- ----
MAIN IDEA 
The stock market 
crash of 1929 
revealed weak
nesses in the Ameri
can economy and 
helped trigger a 
spreading economic 
crisis. 

READING FOCUS 
1. What economic factors and condi

tions made the American economy 
appear prosperous in the 1920s? 

2. What were the basic economic 
weaknesses in the American econ
omy in the late 1920s? 

3. What events led to the stock mar
ket crash of October 1929? 

4. What were the effects of the crash 
on the economy of the United 
States and the world? 

How did Americans behave on 
the eve of disaster? For many peo
ple in the 1920s, investing in the stock 

market was one big joyride. Week after week, month after 
month, stock prices steadily rose. After a while, it seemed 
like making money on Wall Street was a sure thing. 

With so many fortunes being made, it was easy to 
ignore the warning signs that began to appear in the 
fall of 1929. The economy had began to slump. Con
sumers weren't buying as much. Products were piling up 
on factory floors. A handful of experts whispered that 
trouble lay in store for the stock market. 

On Thursday, October 24, 1929, those whispers 
became reality. By the end of the day, the value of the 
stocks traded on the New York Stock Exchange had 
plunged by 9 percent. Years of investment gains-billions 
of dollars-were wiped out in a few hours. 

Major banks and stockbrokers tried to rally the market 
on Friday. They bought large numbers of stocks, hoping to keep 
prices from dropping still more. Over the anxious weekend of Octo-

KEY TERMS AND PEOPLE 
gross national product 
Herbert Hoover 
buying on margin 
Federal Reserve System 
Black Tuesday 

~ 
m;m 11.5.1 Discuss 
the policies of Presidents 
Harding, Coolidge, and 
Hoover. 

m;m 11.6.1 Describe the 
monetary issues that gave 
rise to the establishment of 
the Federal Reserve and the 
weaknesses in the economy 
in the late 1920s. 

m;m 11.6.2 Understand 
the causes of the Great 
Depression and the steps 
taken by the Federal 
Reserve, Congress, and 
President Herbert Hoover to 
combat the economic crisis. 

ber 26 and 27, stockbrokers worked quietly to reassure investors. They 
made phone calls and wrote letters to major investors urging them to 
buy stocks when the markets reopened on Monday. But nothing could 
answer the questions on everyone's minds. On Monday morning, which 
way would prices go- up or down? Were the good times about to 
come to an end? 

.A. Stockholders anxiously gather outside 

the New York Stock Exchange after news of 

the crash on October 29, 1929. 
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An Appearance of Prosperity 
The 1920s may not have been good times for 
everyone. Most farmers, for instance, saw their 
incomes drop. But for the economy as a whole, 
the "Roaring Twenties" were a period of impres
sive and sustained growth. Between 1922 and 
1928, the gross national product (GNP)-the 
total value of goods and services produced in 
a nation during a specific period-rose by 30 
percent. At a time when most people's under
standing of the economic matters was relatively 
limited, such rapid growth triggered a feeling 
of optimism that proved contagious. That opti
mism, however, led to reckless activities. 

The explosive growth of American manufac
turing, particularly the new automobile indus
try, helped drive the expansion of the American 
economy. By 1929 one in five Americans owned 
a car. Industries that made products related 
to automobile production-including steel, oil, 
and rubber-enjoyed unprecedented business 
opportunities. Overall, the automobile indus
try and related industries employed nearly 4 
million workers. 

As corporate profits swelled, companies 
hired additional factory workers to keep up with 
production needs. Unemployment between 
1923 and 1929 remained very low, averaging 
around 3 percent. Low unemployment, in turn, 

slowed the growth of organized labor. Union 
membership dropped as employers expanded 
welfare capitalism programs. 

As you read earlier, welfare capitalism is 
a term for various benefits, such as employer
paid insurance, which companies provide to 
employees as a way of improving worker loy
alty and satisfaction. Such programs helped 
increase workers' sense of prosperity and well
being in the 1920s. 

This feeling of prosperity encouraged many 
workers to purchase the new products com
ing off the nation's assembly lines. With their 
shorter work hours and bigger paychecks, 
Americans flocked to movie theaters, sporting 
events, and other leisure activities. Times, it 
seemed, were good. 

Stock market expansion While Ameri
cans generally were feeling good about the 
economy in the 1920s, those who invested in 
the stock market were overjoyed. The stock 
market is a place where stocks are bought and 
sold. Stock is ownership in a company, and it is 
sold in shares. In other words, by buying shares 
of stock, a person is able to buy a piece of a cor
poration. If the corporation succeeds, its value 
may rise. This means that the value of its stock 
also rises. If the corporation does not do well, it 
may lose value. This would drive the value of 
the stock down. 

ACADEMIC 
VOCABULARY 
specific particular 
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The American stock market performed 
spectacularly during the 1920s. Although 
stocks increased at different rates, the gen
eral trend in stock prices was sharply upward. 
Between 1920 and 1929 the overall value of 
stocks traded at the nation's stock markets 
quadrupled. 

The steep rise in stock prices changed the 
way many people thought about buying stocks. 
Since the market never seemed to go down in 
the 1920s, many people began to act as though 
it never would. 

A growing number of ordinary Americans 
began to make stock investments. To invest 
means to put money into stocks, land, or some 
other location in the hope that the value of this 
money will grow. 

The number of shares being traded in the 
United States rose sharply during the 1920s. 
The number rose from 318 million in 1920 to 
more than 1 billion in 1929. Many investors 
were encouraged by the words of men such as 
John Raskob, a leader of General Motors. 

Political Electoral Popular 
Candidate Affiliation Votes Votes 

Herbert C. Hoover Republican 444 21,391,381 

D Alfred E. Smith Democratic 87 15,016.443 

The nation was experiencing an era of prosperity under a Republican 
administration during 1928 presidential election. 

Region Most of the nation voted for the candidate of what party 
affiliation? In what region was Smith's support concentrated? 

See Skills Handbook, p. H20 
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HISTORY'S VOICES 

((If a man saves $15 a week and invests in good 
common stocks ... at the end of 20 years, he will 
have at least $80,000 and ... $400 a month. He will 
be rich. And because income can do that, I am firm 
in my belief that anyone not only can be rich, but 
ought to be rich.'' 

-John J. Raskob, "Everyone Ought to Be Rich," 
Ladies' Home Journal, August 1929 

Faith in business and government For 
many Americans, the prosperity of the 1920s 
demonstrated the triumph of American busi
ness. Presidents Harding and Coolidge favored 
policies that gave businesses the maximum 
freedom to achieve and succeed. As Coolidge 
once famously remarked, "The chief business 
of the American people is business." 

This approach was popular with the major
ity of voters. Harding had won a clear victory in 
the 1920 election, and Coolidge did the same in 
1924. Coolidge in particular remained widely 
popular throughout his term in office. Public 
confidence in the federal government and in its 
pro-business policies remained very high. 

The election of 1928 Coolidge decided not 
to run for reelection in 1928, so the Republi
cans chose Herbert Hoover as their candidate. 
Hoover had never held elective office, but he 
had an impressive record of public service. He 
had overseen America's food production during 
World War I and later directed relief efforts in 
Europe. He also served as the secretary of com
merce under Harding and Coolidge. 

By 1928 Hoover had built an outstanding 
reputation as a businesslike administrator
just the sort ofleader who could guide the pros
perous nation. Indeed, people thought so highly 
of Hoover that it troubled him. "They have a 
conviction that I am sort of superman, that no 
problem is beyond my capacity," he once said. 
"If some unprecedented calamity should come 
upon the nation ... I would be sacrificed to the 
unreasoning disappointment of a people who 
expected too much." 

Hoover and the Democratic candidate, 
AI Smith, presented the nation with a stark 
contrast. Smith was an outgoing and natu
ral politician. Hoover was quiet and shy by 
comparison. Smith was a Catholic-the first 
ever to run for president-and drew much of 
his support from Catholic urban immigrant 



populations. Hoover was a Quaker, and many 
of his supporters did not trust Catholics. His 
support was strongest in small towns. 

The two men also differed on Prohibition. 
Smith supported alcohol sales, while Hoover 
supported Prohibition. In short, the contest 
represented many of the cultural conflicts 
that had divided the nation in the 1920s. 
Hoover won an easy victory. 

Identifying Cause and 
Effect How did the rise of the stock market affect 
American investors? 

Economic Weaknesses 
The economic prosperity of the 1920s helped 
define the decade. Yet while many Americans 
celebrated their financial good fortune, anum
ber of serious problems bubbled just beneath 
the surface. 

Wealth distribution One troubling aspect 
of the American economy was the vastly uneven 
distribution of the new wealth that was being 
created. Despite the boom in business in the 
1920s, a surprisingly small number of people 
had truly prospered. As a group, the wealthiest 
1 percent of the population had seen their share 
of the national income grow 60 percent between 
1920 and 1929. Most workers, however, expe
rienced much smaller pay increases-about 8 
percent for most job categories. 

Workers in certain industries, such as farm
ing and coal mining, were hit particularly hard. 
By 1929 more than 70 percent of the nation's 
families had an income below the level they 
needed for a good standard of living. The per
sonal savings rate declined noticeably during 
the decade as well. 

For much of the decade, the easy availability 
of credit had allowed many Americans to buy 
the automobiles, radios, vacuum cleaners, and 
other products rolling quickly off the nation's 
assembly lines. By the end of the decade, how
ever, many consumers were reaching the limits 
of their credit. The pace of purchases slowed. 
Warehouses became filled with factory goods 
that no one could afford to buy. 

Credit and the stock market Installment 
credit was not just a tool for buying consumer 
products. Investors also used credit to purchase 

The highest paid 5% of 
workers received 70% of 
the country's income ... 

... while the remaining 
95% combined, received 
only 30% 

Percentage 
of workers 

Percentage 
of country's 

income 

70% 

80% 

90% 

100% 

Source: Historical Statistics of the United States 

The 1920s prosperity was more illusion than reality. The 
uneven distribution ofthe nation's wealth is shown in this bar 
graph. What share of the nation's wealth did the top 5 percent 
of workers own? What did the remaining 95 percent own? 

See Skills Handbook, p. H 1 6 

stocks. This risky practice increased during the 
1920s as the stock market rose sharply. 

Here is how it worked: Imagine an investor 
wanted to buy 100 shares of stock in Company A 
at $10 a share. The total purchase price would 
be $1,000. To make this purchase, the inves
tor would pay just a portion of the $1,000-say, 
for example, $500. The investor would borrow 
the other $500 from a stockbroker. The under
standing was that the investor would pay off 
the loan when he or she sold the stock. Buying 
stocks with loans from stockbrokers is known as 
buying on margin. 

As enthusiasm for investing in the stock 
market grew, brokers began to require lower 
and lower margins for stock purchases, giving 
bigger and bigger loans to investors. In 1929 
an investor could purchase a stock with as 
little as a 10 percent margin. In a time when 
many stocks were gaining value by the day, 
margin buying seemed like an easy way to 
make money. 

Buying on margin, however, involved 
enormous risks. Returning to the example of 
Company A, say its stock price rose to $15 a 
share. The investor then could sell the stock 
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Economics 
Today the Federal 
Reserve Board 
places strict limits 
on the practice of 
buying on margin. 

324 CHAPTER 11 

for $1,500. In this case, the investor would 
get back the original $500 investment, be able 
to repay the $500 loan, and still have a $500 
profit-doubling the original investment. But 
if the stock price dropped to $5 a share, the sale 
then would bring in just $500. All of this would 
go to pay off the loan. The investor would have 
no profit and be out the original $500 as well. 

The terms of a margin loan made the gam
ble even riskier for the investor. Under these 
terms, brokers could force investors to repay 
their loans if the stock's value fell below a cer
tain point. Such a demand was called a mar
gin call. In theory, margin calls ensured that 
brokers would get their loans repaid. Mar~n 
calls also meant that investors could be in big 
trouble if their stocks lost value suddenly. 

The Federal Reserve The nation's fas
cination with stocks and with buying on 
margin drew the concern of the govern
ing board of the Federal Reserve System, 
which serves as the nation's central bank. The 
Federal Reserve Board takes actions and sets 
policies to regulate the nation's money supply 
in order to promote healthy economic activity. 
In the late 1920s, the Federal Reserve Board 
decided to make it more difficult and more costly 
for brokers to offer margin loans to investors. 

The Federal Reserve's move was partly suc
cessful, at least at first. Borrowing from banks 
by brokers began to decrease, but it was replaced 
by money from a new source. Large American 
corporations began providing brokers with the 
cash to make margin loans to investors. As a 
result, the run-up of the stock market contin
ued despite the Federal Reserve's actions. 

In September 1929, economist Roger Bab
son sounded a waming note. "Sooner or later," 
he said, "a crash is coming, and it may be ter
rific." The crash he was anticipating was a sud
den drop in stock prices, which could devastate 
those who had borrowed heavily to buy stock. 

Many experts, however, dismissed Babson's 
worries. In October, banker Charles E. Mitchell 
responded to the warnings of people such as 
Babson. Mitchell said, famously, "I see no rea
son for the end-of-the-year slump which some 
people are predicting." He could not have been 
more wrong. 

. l 

Summarizing What were 
some of the weaknesses of the economy in the 1920s? 

The Stock Market Crashes 
While Babson and Mitchell were making their 
contrasting predictions about the future of 
the stock market, American investors looked 
back on several years of fantastic success. The 
steady growth of the early and mid-1920s hfld 
given way to truly astounding gains as the 
decade neared its end. One leading measure of 
the market's value showed a 50 percent gain 
in 1928 alone. During the following year, 1929, 
the market gained another 27 percent before 
reaching its high point on September 3. 

Many people in the financial world, how
ev~r, were beginning to recognize increas
ing signs of trouble in the economy. Sales of 
some manufactured goods were sagging badly. 
Rumors spread that some big investors were 
getting ready to take their money out of the 
market. Fears began to grow that current stock 
prices could soon collapse. The stage was set for 
an economic disaster. 

On Thursday, October 24, 1929, some ner
vous investors began selling stocks. As oth
ers noticed the increased activity, they joined 
in the selling, afraid to be left behind. A huge 
sell-off had begun. With few people willing to 
buy the millions of stocks flooding the market, 

, / 



Economic Factors Financial Factors 
• Poor distribution of wealth • Stock markets rise in mid-1920s 
• Many consumers relied on credit • Speculation in stock increases 
• Credit dried up • Margin buying encouraged by Federal 

Reserve policies • Consumer spending dropped 
• Industry struggled • Stock prices rise to unrealistic levels 

stock prices plunged, trigg~png an even greater 
panic to sell. One newspaper described it as "the 
most terrifying stampede of selling ever expe
rienced on the New York Stock Exchange." 

HISTORY'S VOICES 

''Traders on the floor of the Stock Exchange 
shrieked and howled their offers for desperate 
minutes before they found takers. Such a roar 
arose from the Stock Exchange floor that it could 
be heard for blocks up and down Broad and Wall 
Streets.'' 

-Seattle Post-lntelligencer, October 25, 1929 

Toward the end of this terrible day, anum
ber of leading bankers joined together to buy 
stocks and prevent a further collapse in their 
prices. This effort succeeded in stopping the 
panic-for a time. The market returned to nor
mal trading on Friday, and some stocks actu
ally gained value. 

When traders returned to work on Monday, 
however, the good feelings from Friday had 
completely evaporated. As trading began that 
day, the market sank like a stone. The next 
day-Tuesday, October 29-was the worst of 
all. As panic completely overcame the markets, 
investors dumped more than 16 million shares 
of stock. While the sell-offs of earlier days had 

affecte~mainly the stocks of weaker busi
nesses, the collapse on Black Tuesday affected 
the stock of even the most solid companies. 

The damage was widespread and cata
strophic. During October, the stock market 
dropped in valu~ by about $16 billion. This 
represented nearly one-half of the market's 
pre-crash value. 

"It was like a thunderclap," one investment 
banker recalled. "Everybody was stunned." 

Devices called ticker-tape machines com
municated a steady stream of falling stock 
prices. One reporter described the scene on 
October 29 as horrified investors watched the 
ticker tape. 

HISTORY'S VOICES 

'' [T]he crowds about the ticker tapes, like friends 
about the bedside of a stricken friend, reflected 
in their faces the story the tape was telling. There 
were no smiles. There were no tears either. Just the 
camaraderie of fellow-sufferers. Everybody wanted 
to tell his neighbor how much he had lost. Nobody 
wanted to listen. It was too repetitious a tale.'' 

-The New York Times, October 30, 1929 

Sequencing Briefly describe 
the events of the stock market crash from October 24 
through October 29, 1929. 
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The Effects of the Crash 
In the aftermath of the crash, business and 
political leaders rushed to calm the panic 
and reassure the nation. One business execu
tive wrote optimistically in the days following 
Black Tuesday, "The recent collapse of stock 
market prices has no significance as regards 
the real wealth of the American people as a 
whole." President Hoover also downplayed the 
effects of the crash. He and many others firmly 
believed that the economy would soon recover 
from the shock and return to prosperity. 

The impact on individuals No one denied, 
however, that the stock market collapse had 
ruined many individual investors. Some had 
lost years of gains. Huge fortunes disappeared 
before their eyes. 

Margin buyers were particularly hard 
hit. When stock prices began to fall, brokers 
demanded that they pay back the borrowed 
money. To meet these margin calls, investors 

were forced to sell their shares for far less than 
they had paid for them. Some lost their entire 
savings trying to make up the difference. In the 
end, investors often owed enormous amounts 
of money to their brokers for stocks they had 
been forced to sell below cost. 

Effects on banks The stock market crash 
triggered a banking crisis. Frightened deposi
tors rushed to withdraw their money, drain
ing banks of funds. Worse, many banks had 
themselves invested, directly or indirectly, in 
the stock market. Thf'/ had purchased stock in 
companies whose shares were now crumbling 
in value. In addition, banks had made loans 
to stockbrokers, who in turn had loaned the 
money to investors on margin. When individ
ual investors failed to cover their margins, the 
banks absorbed losses, too. 

These loan failures eventually drove many 
banks out of business. As you will read in the 
next section, the struggles of the banks would 
have a deep impact on the American people. 



Effects on business The crash delivered 
a crushing blow to already struggling busi
nesses. With money scarce, banks and inves
tors were suddenly unwilling or unable to 
provide industry with the money it needed to 
grow and expand. 

At the same time, consumers cut back their 
spending on everything but essential pur
chases. With consumers spending less, many 
companies began to lay off workers. Unem
ployed workers had even less money to make 
purchases, and the cycle of layoffs and reduced 
consumer spending accelerated quickly. 

In the year that followed the great crash, 
Americans saw their wages drop by a total of 
$4 billion. Nearly 3 million people lost their 
jobs. Faced with an uncertain future and lower 
incomes, consumers, who had driven the pros
perity of the 1920s, simply stopped spending. 

Effects overseas The crisis that began in 
the United States soon rippled throughout the 
industrialized world. The fragile economies 
of Europe, still recovering from World War I, 
were thrown backward. American banks that 
had lent heavily to European businesses and 
governments now called in those loans. 

In many cases businesses and governments 
alike simply did not have the money to pay 
back the loans. Moreover, with buying power 
down in the United States, foreign businesses 
were less able to export their products here. 
They responded by laying off workers. Just 
as in the United States, laying off workers in 
Europe meant that there was less money in the 
hands of consumers to buy products. 

Governments in the United States and in 
countries around the world moved to protect 
their own industries by passing high tariffs. A 
high tariff would make imported goods more 
expensive than those made at home. Leaders 
in each country hoped that high tariffs would 
benefit their local manufacturers. 

Unfortunately, the high tariff actually did 
more harm than good to the American and 
world economies. As you will read, the decline 
in world trade that took place in the 1930s 
created misery around the world. It was one 
of the several factors that contributed to the 
nation's slide into what came to be called the 
Great Depression. 

Identifying Cause and 
Effect How did the stock market crash affect banks? 

Economics 
Today an interna
tional organization 
called the World 
Trade Organization 
(WTO) oversees 
many trade agree
ments between 
nations. Its goal is 
to reduce trade 
barriers such as 
tariffs. 

~ 11.5.1, 11.6.1, 11.6.2 

Reviewing Ideas, Terms, and People 
1. a. Define Write a brief definition for the following term: 

gross national product 

b. Summarize Why did the stock market crash have such a 
powerful impact on the overall economy? 

b. Identify Cause and Effect What effect did America's 
mood have on individuals' financial decisions? 
c. Evaluate Defend the widespread American investment 
in stocks in the 1920s. 

2. a. Recall Name two signs of weakness in the American 
economy in the 1920s. 
b. Analyze Why is it significant that much of the nation's 
wealth was owned by a small number of people? 
c. Predict How might the lack of available credit hurt the 
nation's economy in the 1930s? 

3. a. Identify What was Black Tuesday? 
b. Sequence Describe how the drop in the stock market 
brought ruin to so many investors. 
c. Elaborate Why would an investor who had not bought 
stocks on margin have been in a better position to survive 
the crash than one who had? 

4. a. Describe How did the crash affect individual investors, 
brokers, and banks? 

c. Evaluate Defend Hoover's belief that the economy would 
soon recover. 

Critical Thinking 
5. Understanding Cause and Effect Copy the chart below and 

use information from the section to identify effects of the 
stock market crash on the American economy. 

Effects 

Cause 
( ) 

Stock Market Crash ( ) 

( ) 

~--------------~~ 
[3DW1.1 

6. Persuasive Write a letter to a friend in which you urge him or 
her to be careful about making stock market investments. Use 
information from the chapter to support your position. 
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BEFORE You READ 

MAIN IDEA 
The Great Depres
sion and the natural 
disaster known as 
the Dust Bowl pro
duced economic 
suffering on a scale 
the nation had 
never seen before. 

READING FOCUS 
1. How did the Great Depression 

develop? 

2. What was the human impact of the 
Great Depression? 

3. Why was the Dust Bowl so 
devastating? 

~ 
KEY TERMS AND PEOPLE 
hobo 

m:;3 11.6.2 Understand 
the principal causes of the 
Great Depression and the 
steps taken to combat the 
crisis. 

Great Depression 
foreclosure 
Hooverville 
drought 
Dust Bowl 
Okie 
Woody Guthrie 

f THE INSIDE 

~ STORY 

m:;3 11.6.3 Discuss 
the human toll of the 
Depression, natural disas
ters, and unwise agricultural 
practices on the depopula
tion of rural regions and on 
political movements, with 
particular attention to the 
Dust Bowl refugees and 
their social and economic 
impacts in California. 

Where do you go when you have 
no place to go? Some of them 
decided on their own to leave home. 

Others were told to leave by their parents because there 
simply was no money to care for them. In either case, tens 
ofthousands of teenagers faced a stark reality during the 
Great Depression. They had to find their future on the road. 

At the height of the Great Depression, as many as a 
quarter of a million teenagers were wandering the nation, 
riding the railroads from town to town. With no families to 
support or protect them, they joined the ranks of the jobless, 
homeless wanderers known as hoboes. 

For the young hoboes of the Depression-boys and 
girls, black and white, some less than 16 years old-the 
daily task was to survive. The lucky ones found or formed 
communities with other homeless people, who were primar
ily adults. The unlucky ones fell prey to abuse and violence. 

Young women often disguised themselves as boys in 
order to reduce the dangers they faced. African Americans 
often had the threat of racial violence added to the hard
ships of the road. 

Homeless teenagers riding the rails or walking the 
back roads became a familiar sight in the years of the Great 
Depression. Along with millions of others, they formed part 
of the human face of the economic catastrophe that fol
lowed the crash . 

<IIIII Thousands of youths experienced 
the grim life of a hobo. 



The Development of the 
Great Depression 
With the crash of the stock market, the boom 
times of the 1920s came to an end. The crash 
and its aftermath revealed serious flaws in 
the American economy. These flaws helped 
transform a stock market crisis into the 
Great Depression, the most severe economic 
downturn in the history of the United States. 

Bank failures As you have read, the collapse 
of the stock market strained the financial 
resources of many banks. In the weeks follow
ing the crash, a number of those banks failed. 
For ordinary Americans, the collapse of banks 
was an especially unnerving new development. 
Most people did not have money invested in 
stocks, but many had entrusted their savings 
to banks. 

Today, most Americans do not have to worry 
that they will lose their savings if their bank 
goes out of business. Insurance from the fed
eral government protects most people's depos
its in the event of bank failure. In addition, 
laws today require that a bank keep a greater 
percentage of its assets in cash, to be paid out 
to depositors on request. 

In 1929 there was no such deposit insur
ance, and with little cash on hand, banks were 
vulnerable to "runs." A run occurred when ner
vous depositors, suspecting a bank might be 
in danger of failing, rushed to withdraw their 
savings. A run could quickly drain a bank of its 
cash reserves and force the bank to close. 

In the months following October 1929, 
bank runs struck across the country. Hun
dreds of banks failed. In late 1930 the rate of 
failures turned from frightening to disastrous. 
In December alone almost 350 banks closed. · 
Included was the enormous Bank of the United 
States, which once had boasted about 400,000 
depositors. By 1933 U.S. bank failures had 
wiped out billions of dollars in savings, on top 
of losses from the stock market crash. 

Farm failures The hard times farmers had 
faced in the 1920s only worsened with the onset 
of the Great Depression. Widespread jobless
ness and poverty reduced Americans' ability 
to buy food. Many people simply went hungry. 
With farmers producing more than they could 
sell, farm prices sank. By 1933 prices were 
down more than 50 percent from their already 
low 1929 levels. Lower prices meant lower 
income for farmers. 

Economic Impact of the Great Depression 

ACADEMIC 
VOCABULARY 
asset financial 
holdings or 
resources 

AVERAGE INCOME AND 
SPENDING, 1929-1933 

FARM BANKRUPTCIES, 
1928-1933 

UNEMPLOYMENT RATES, 
1928-1933 
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1. How did declining income affect Americans' spending habits? 

2. Compare unemployment rates in 1928 and 1933. 

See Skills Handbook, p. H 1 6, H 1 7 
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It was typical for farmers to borrow 
money from banks to pay for land and equip
ment. As their incomes dropped, many farm
ers were unable to make the payments on 
their loans. In 1933 alone, some 364,000 
farms went bankrupt or suffered foreclosure. 
Foreclosure occurs when a bank or other lender 
takes over ownership of a property from an 
owner who has failed to make loan payments. 

Unemployment The year following the 
crash of October 1929 saw a sharp drop in eco
nomic activity and a steep rise in unemploy
ment. Such negative trends are not uncommon 
in a time of economic downturn. What made 
the Great Depression different was the extent 
and the stubborn duration of these trends. 

By 1933 the gross national product had 
dropped more than 40 percent from its pre
crash levels. Unemployment reached a stag
gering 25 percent. In some places and among 
some groups, the number was even higher. In 
the African American neighborhood of Harlem 
in New York City, for example, unemployment 
reached 50 percent in 1932. 

Making Generalizations 
What happened to the economy in the early 1930s? 

YHISTORY CLOSE-UP 

The lack of running 
water and power 
made tasks such as 
cooking and cleaning 
much more difficult 
and messy. 

The Human Impact of the 
Great Depression 
The Great Depression was an economic catas
trophe. Yet statistics tell only part of the story. 
The true measure of the disaster lies in how it 
affected the American people. 

Hoovervilles and hoboes With millions 
of people out of work, the competition for jobs 
became fierce. Thousands of workers would 
apply for a handful of jobs, and the winners 
knew they were lucky. 

HISTORY'S VOICES 

''I'd get up at five in the morning and head for 
the waterfront. Outside the Spreckles Sugar Refin
ery, outside the gates, there would be a thousand 
men. You know dang well there's only three or four 
jobs. The guy would come out ... 'I need two guys 
for the bull gang. Two guys to go into the hole.' A 
thousand men would fight like a pack of Alaskan 
dogs to get through there.'' 

-Ed Paulson, quoted in Studs Terkel's Hard Times 

For millions of Americans during the Great 
Depression, the loss of a job meant a quick slide 
into poverty. To survive, some people begged 
from door to door. Unable to provide food for 

Most male residents 
of Hoovervilles had 
been used to a life 
of work. For many, 
idleness led to deep 
feelings of useless
ness and despair. 



themselves, some relied on soup kitchens 
or breadlines-or simply went without. 

In the early 1930s, no federal government 
programs provided food or money to the poor. 
Local charities and some municipal and state 
governments provided relief, but these pro
grams were unable to meet the need. In 1932 
only 1 in 4 families needing unemployment 
relief received it. 

With no jobs or income, many Americans lost 
their homes. Property owners evicted tenants 
who couldn't pay rent, and banks foreclosed on 
homeowners. In many communities, sprawling 
neighborhoods of shacks sprang up on the out
skirts of town or in public parks to house the 
newly homeless. These shantytowns came to be 
known as Hoovervilles. This was a bitter refer
ence to President Hoover, whom many people 
blamed for the Great Depression. 

On the streets of America's great cities, some 
unemployed workers took to selling apples. 
Charging a nickel an apple, a seller might earn 
$1.15 on a good day. In the fall of 1930 more 
than 6,000 unemployed workers sold apples on 
the streets of New York City alone. 

Other Americans took to the road in search 
of work. Hoboes hopped trains to travel from 
town to town, often taking their lives in their 

hands. Not only was boarding a moving train 
very dangerous, it was also illegal. Many rail
roads hired "bulls," or guards, to chase hoboes 
off the trains. 

Wherever hoboes went, finding food was 
a constant challenge. Townspeople often had 
little food to spare. Approaching homes to beg 
or steal, hoboes were sometimes met with vio
lence. Across the country, hoboes developed a 
system of sign language to alert each other to 
good opportunities-and warn of possible dan
gers-in a particular town or home. 

Most hoboes were men. Many had left 
behind families that they could no longer care 
for. During the Great Depression, some fami
lies simply broke apart under the strains of 
poverty and homelessness. 

The emotional toll The greatest toll of 
the Great Depression may have been on the 
minds and spirits of the American people. Even 
though millions of people shared the same fate, 
many of the unemployed saw their situation as 
a sign of a personal failure. Accepting handouts 
deeply troubled many proud Americans. 

"Shame ?You tellin' me?" recalled one person 
who lived through the Depression. "The only 
scar it left on me was my pride, my pride." The 

MUSEUM OF THE CITY OF NEW YORK 

For people living in a Hooverville, 
reminders of their former homes and 
the lives they used to lead often were 
important. Here, pictures provide a 
touch of beauty to an otherwise grim 
environment. 

Hooverville shacks 
were generally 
thrown together 
with whatever 
building materials 
could be found. They 
were often leaky and 
drafty. 

Hoovervilles, like this one in New York, were cobbled together 
with whatever people could salvage. 

Drawing Conclusions What hardships might the men in this 
photograph have endured? 

See Skills Handbook, p. H 18 
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1. Movement To what areas of the country did Dust 
Bowl migrants go? 

0 250 500 Kilometers 

Albers equal-area projection 

2. Region In which states was it located? 

See Skills Handbook, p. H 1 8 
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grim despair people felt was reflected in a rise in 
suicide rates in the early 1930s. 

Other people were simply angry. There was 
a widespread feeling that the nation had failed 
its hardworking citizens. One popular song of 
the era summed up the mixture of defiance 
and shame this way: 

HISTORY'S VOICES 

''Once I built a railroad, I made it run, made it 
race against time, 

Once I built a railroad; now it's done. Brother, 
can you spare a dime?'' 

-"Brother, Can You Spare a Dime," 
Yip and Gorney Harburg, 1931 

Summarizing In what ways 
did the Great Depression affect many Americans? 

Devastation in the Dust Bowl 
In the midst of the economic disaster, nature 
delivered a cruel blow. Around 1931 much of the 
Great Plains region entered a long, severe dry 
spell. This drought, or period of below-average 
rainfall, lasted for several years. By the time it 
lifted, millions of people had fled the area. 

The great dust storms Drought is a part 
of a weather cycle, naturally occurring on the 
Great Plains every few decades. By the 1930s, 
however, careless agricultural practices had 
left the region vulnerable. Land once covered 
with grasses now lay bare to the sky with no 
vegetation to hold the soil in place. 

When wind storms came, they stripped 
away the topsoil and blew it hundreds of miles 
away. In some of the worst storms, dust reached 
as far as the Atlantic Coast. Drifting mounds 
of dust choked crops and buried farm equip
ment. The fine dust blew into homes through 
drafty windows and under doors. Year after 
year, storms came and wreaked destruction. 
The hardest hit area-including parts of Okla
homa, Kansas, Colorado, New Mexico, and 
Texas-became known as the Dust Bowl. 

Fleeing the Plains The terrible drought 
and dust storms robbed many farmers of their 
livelihood. Some simply packed up what little 
they had and moved. By the end of the 1930s, 
about 2.5 million people had left the Great 
Plains states. Many headed west along Route 
66 to California, where they settled in camps 
and sought work in farms and orchards. 



The migrants were called Okies, after the 
state of Oklahoma. The term was inaccurate, 
since the migrants came from a number of dif
ferent states. It was also meant to be insulting. 
The Great Plains migrants were often met by 
resistance and outright discrimination. 

The plight of the migrants captured the 
imagination of some of America's greatest 
writers and artists, including author John 
Steinbeck and singer-songwriter Woody 
Guthrie. Guthrie's songs about the Dust Bowl 
describe the disaster's effect on the people 
it touched. 

HISTORY'S VOICES 

II It's a mighty hard row my poor hands have hoed; 

My poor feet have traveled this hot dusty road 

Out of your dustbowl and westward we rolled, 

Your desert was hot and your mountains were 

cold. 

I've worked in your orchards of peaches and 

prunes, 

Slept on the ground by the light of the moon 

On the edge of your city you've seen us and then, 

We come with the dust and we're gone with the 

wind.'' 

-Woody Guthrie, "Pastures of Plenty" 

Guthrie's lyrics speak to the hardships and 
struggles not only of the migrants who left the 
Dust Bowl but also of all Americans hit hard by 
the Great Depression. For much of the decade 
the Depression seemingly defied most govern
ment efforts to defeat it. The American people 
were forced to fend for themselves. 

Identifying the Main Idea 
How did the Dust Bowl affect Americans? 

ACADEMIC 
VOCABULARY 
plight bad 
situation 

CI§I§l11.6.2, 11.6.3 

Reviewing Ideas, Terms, and People 
1. a. Identify Briefly describe the Great Depression and its 

main effects. 

c. Elaborate Do you think those affected by the Dust Bowl 
were victims of nature or responsible for their own fate? 

b. Explain What is the significance of the fact that there 
were few government relief programs in the early 1930s? 
c. Predict How do you think the federal government will 
respond to the Great Depression? 

2. a. Define Write a brief definition for the following term: 
Hooverville 
b. Make Inferences What can you infer from the fact that 
the shantytowns of homeless Americans came to be known 
as Hoovervilles? 
c. Predict What do you think the political effect of the Great 
Depression on President Hoover will be? Explain. 

3. a. Identify Who were the Okies? 
b. Compare How were the Okies similar to hoboes? 

Critical Thinking 
4. Understand Cause and Effect Copy the chart below and 

use information from the section to identify effects ofthe 
Great Depression. 

Effects 

Cause 
c ) 

Great Depression ( ) 

( ) 

(mW1.1 

5. Expository Write an essay in which you describe the causes 
and effects of the Great Depression. Use details from the sec
tion to support your account. 
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About the Reading Drought, dust storms, and new technology combined to displace 
tenant farmers during the 1930s. In his Pulitzer Prize-winning 1939 novel The Grapes of 
Wrath, John Steinbeck tells the story of the Joads, a family who lost everything during the 
Great Depression. Like many other families, the Joads begin 
migrating from Oklahoma toward California in search of work 
and a fresh start. 

As YOU READ Think about the challenges facing 
farmers and their families as they leave their homes in 
search of new beginnings. 

Excerpt from 

by John Steinbeck 
The cars of the migrant people crawled out of the side 
roads onto the great cross-country highway, and they 
took the migrant way to the West. In the daylight they 
scuttled like bugs to the westward; and as the dark 
caught them, they clustered like bugs near to shel-
ter and to water. And because they were lonely and 
perplexed, because they had all come from a place of 
sadness and worry and defeat, and because they were 
all going to a new mysterious place, they huddled 
together; they talked together; they shared their lives, 
their food, and the things they hoped for in the new 
country. Thus it might be that one family camped for 
the spring and for company, and a third because two 
families had pioneered the place and found it good. 
And when the sun went down, perhaps twenty fami
lies and twenty cars were there. 

In the evening a strange thing happened: the 
twenty families became one family, the children were 
the children of all. The loss of home became one loss, 
and the golden time in the West was one dream. And it 
might be that a sick child threw despair into the hearts 
of twenty families, of a hundred people; that a birth 
there in a tent kept a hundred people quiet and awe
struck through the night and filled a hundred people 
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Migrant workers, like this family on the road in California's San 
Joaquin Valley in 7 935, were the lowest paid in the nation. 

with birth-joy in the morning. A family which the night 
before had been lost and fearful might search its goods 
to find a present for a new baby. In the evening, sit
ting about the fires, the twenty were one. They grew 
to be units of the camps, units of the evenings and the 
nights. A guitar unwrapped from a blanket and tuned
and the songs, which were all of the people, were sung 
in the nights. 

Analyze Do you think Steinbeck was a social activist? 

Literature as Historical Evidence In the 1930s many 
people believed that collective action could be more effec
tive than individual action. How does the excerpt express 
that point of view? 

See Skills Handbook, p. H32 



BEFORE You READ 

MAIN IDEA 
Herbert Hoover 
came to office with 
a clear philosophy 
of government, but 
the events of the 
Great Depression 
overwhelmed his 
responses. 

READING FOCUS 
1. What was President Hoover's basic 

philosophy about the proper role of 
government? 

2. What actions did Hoover take in 
response to the Great Depression? 

3. How did the nation respond to 
Hoover's efforts? 

~r~=--~~~~--

1 THE INSIDE 

i STORY 
How did a ragtag army help 
defeat President Hoover? In 1932 
the United States was nearing the low 

point of the Great Depression. By now Americans had 
become used to scenes of homeless, jobless people camped 
out in cardboard shacks in public areas. But the group of 
some 1 5,000 World War I veterans who set up camp near 
the nation's capital in May 1932 was not just another 
group of men who were down on their luck. 

These veterans had come to Washington for a reason. 
They were trying to put pressure on the 
federal government to pay them t he veter
an's bonus, a cash award they had 
been promised for their service 
during the war. The bonus, $1.25 
for each day served overseas and 
$1 a day for U.S. service, was not 
supposed to be paid until1945. 
But the men needed the money 
now, and they believed their 
request was fair. 

The campers settled in, lay
ing out orderly streets and sanita
tion facilities. As May turned to 
June, the numbers of so-called 
Bonus Marchers grew. When 
Congress failed to agree to their 
demands, some of the Bonus 

KEY lERMS 
associative state 
Hoover Dam 
cooperative 
Reconstruction Finance 

Corporation 
Smoot-Hawley Tariff Act 

[4;] 
m:i3 11.5.1 Discuss 
the policies of Presidents 
Warren Harding, Calvin 
Coolidge, and Herbert 
Hoover. 

m:i3 11.6.2 Understand 
the causes of the Great 
Depression and the steps 
taken by the Federal 
Reserve, Congress, and 
President Herbert Hoover to 
combat the economic crisis. 

Marchers left town, but a core of them remained, along with 
women and children. In July police and U.S. Army soldiers 
began clearing the area of the veterans. Violence erupted, 
and soon the Bonus Marchers' main camp was in flames. 
Hundreds were injured, and two of the veterans were killed. 

Many Americans were deeply disturbed by the sight 
of U.S. soldiers using weapons against homeless veterans. 
For President Herbert Hoover, who was already facing com
plaints that he did not care enough about the plight of the 
nation's poor, the impact was devastating. As you will read, 
the Bonus Marchers incident helped complete the public 
view of Hoover as heartless and helpless in the face ofthe 
nation's suffering. 

T Bonus Army marchers from 
Columbus, Georgia, begin 
their trek to Washington, D.C. 
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Government 

In modern times, 
Republican 
presidents from 
Ronald Reagan to 
George W. Bush 
have also sought 
to limit govern
ment regulation 
on businesses. 

Herbert Hoover's Philosophy 
Herbert Hoover came to the presidency with a 
set of core beliefs that he had formed over a long 
career in business and government service. He 
knew just how he planned to run the country. 
Yet after less than a year in office, Hoover's 
plans were upset by the massive stock market 
collapse. In responding to the growing crisis, 
Hoover drew on his experience and on the core 
beliefs that had guided him. 

"Rugged individualism" Hoover had 
served in the administrations of both Warren 
G. Harding and Calvin Coolidge. He shared 
many of their ideas about the proper relation
ship among government, business, and the 
people. In short, he favored a federal govern
ment that played as little role as possible in the 
affairs of business. 

Hoover believed that unnecessary govern
ment not only threatened prosperity but also 
dimmed the very spirit of the American people. 
A key part of this spirit was what he called 
"rugged individualism." 

HISTORY'S VOICES 

II One of the great problems of government is to 

determine to what extent the Government itself 

shall interfere with commerce and industry and 

how much it shall leave to individual exertion ... 

By adherence to the principles of ... opportunity 

and freedom to the individual, our American exper

iment has yielded a degree of well-being unparal

leled in all the world.'' 

-Herbert Hoover, speech, October 1928 

Hoover did not reject the idea of govern
ment oversight or regulation of certain busi
ness. Nor did he advocate letting people and 
businesses do exactly as they pleased. Yet he 
believed deeply that it was vital for the nation's 
well-being not to destroy people's belief in their 
own responsibility and power. 

The associative state Individualism did 
not rule out cooperation in Hoover's view. Busi
nesses, he believed, should form voluntary 
associations that would make the economy 
fairer and more efficient. Skilled government 
specialists would then "cooperate with these 
various associations for the accomplishment of 
high public purposes." Hoover had a term for 
his vision of voluntary partnerships between 
business associations and government. He 
called it the associative state. 

As secretary of commerce in the Harding 
and Coolidge administrations, Hoover had 
put these beliefs into practice. He often called 
together meetings of business leaders and 
experts to discuss ways to achieve key national 
goals. He continued to call such conferences 
after he became president. 

Hoover's beliefs were dramatically tested in 
the construction of what came to be called the 
Hoover Dam. The dam would harness the Colo
rado River to provide electricity and a safe, reli
able water supply to a vast area that included 
parts of seven states. The federal government 
provided funding for the project, which was 
approved in the 1920s and built in the 1930s. 
A group of six independent companies joined 
together to design and construct it. For Hoover, 
the project's success demonstrated the creative 
power of partnerships between private busi
ness and the federal government. 

Identifying the Main Idea 
Briefly describe the two key features of President 
Hoover's main beliefs about government. 



Hoover's Response to 
the Great Depression 
Hoover's core beliefs shaped many of his early 
actions as president. Government, Hoover 
believed, should not provide direct aid. It should 
find ways to help people help themselves. 

Voluntary cooperation Hoover put these 
beliefs into practice before the stock market 
crash, when he looked for ways to assist the 
nation's struggling farmers. He pushed for a 
program ofloans to create and strengthen farm 
cooperatives. A cooperative is an organization 
that is owned and controlled by its members, 
who work together for a common goal. The idea 
behind farmers' cooperatives was that large 
groups of farmers could buy materials such as 
fertilizer at lower prices than individual farm
ers could. Cooperatives also could help farm
ers market crops in ways that would raise crop 
prices and increase farmers' income. 

Political Cartoon 
Most Hoover officials believed the effects of 
the Great Crash would eventually ease without 
drastic government action. Treasury Secretary 
Ogden L. Mills was especially reluctant to fund 
relief programs. This cartoon appeared three 
weeks before the 1932 presidential election. 

Treasury Secretary 
Ogden L. Mil ls attempts 
to reassure the driver, 
"U.S. public," that 
repairs are underway. 

Interpreting Political Cartoons What mes
sage is the cartoonist trying to convey, and what 
details in the drawing support that message? 

See Skills Handbook, p. H31 

Mter the stock market crash, Hoover con
tinued to rely on his basic belief in voluntary 
action and cooperation between business and 
government. He called together many of the 
nation's top business and government leaders 
and urged them not to lay off workers or cut 
wages. If these groups cooperated, Hoover rea
soned, workers would have plenty of money to 
spend on consumer goods, and the worst of the 
economic crisis would soon pass. 

Direct action Unfortunately, the president 
found it difficult to rally cooperation. In the 
face of economic disaster, individuals made 
decisions according to their own economic 
interests. Businesses cut jobs and wages. State 
and local governments stopped their building 
programs, throwing many people out of work. 
Consumers stopped spending. As a result, the 
economy plunged into the Great Depression. 

The growing crisis eventually persuaded 
Hoover to break somewhat with his beliefs. 
At his urging, Congress created in early 1932 
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President Herbert 
Hoover, an engineer 
by tra ining, is unsure 
how to put the car 
back together again. 
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ACADEMIC 
VOCABULARY 
clause separate 
section of writing 

the Reconstruction Finance Corporation (RFC). 
A key clause in the RFC legislation autho
rized up to $2 billion in direct government 
loans to struggling banks, insurance compa
nies, and other institutions. Later that year, 
Hoover asked Congress to create the Federal 
Home Loan Bank. The new program encour
aged home building and reduced the number 
of home foreclosures. These measures marked 
a historic expansion of the role of the federal 
government in the business of the American 
people. Still, for many citizens, Hoover's actions 
were too little, too late. 

The Smoot-Hawley Tariff Act One of 
Hoover's major efforts to address the economic 
crisis backfired badly. In 1930 he signed the 
Smoot-Hawley Tariff Act. The new tariff raised 
the cost of imported goods for American con
sumers, making it more likely that they would 
purchase the cheaper American goods. 

The Smoot-Hawley Tariff Act was a disas
ter. The tariff rates were set at historically high 
levels. When European nations responded with 
tariffs on American goods, trade plunged. By 
1934 global trade was down roughly two thirds 
from 1929 levels. 

Summarizing What actions 
did Hoover take to improve the economy during the 
Great Depression? 

I iji ti•l I! I L1 i•r:i1 

Herbert 
HOOVER 

1874-1964 

Few presidents have 
entered office seem
ingly as well prepared 
and qualified as Herbert 
Hoover, yet the Great 
Depression proved 

too great a challenge for him to master. As an engineer, successful 
businessman, and humanitarian, Hoover had never met a problem he 
could not solve through sheer brilliance and dogged hard work. But 
his failure to make headway againt the Depression combined with his 
reluctance to provide public relief spelled electoral disaster. 

Following his defeat, Hoover wrote books and continued to serve 
with distinction on various government commissions into the 1950s. 
His work stream ling the executive branch for presidents Truman and 
Eisenhower demonstrated a still potent talent for administration. 

Rate How did Hoover's performance as president compare with his 
earlier public service? 
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The Nation Responds 
to Hoover 
Hoover had entered office believing that gov
ernment should seek to avoid direct involve
ment in the lives of individuals and businesses. 
Under the pressure of events, he modified his 
beliefs and began to push for some forms of 
direct relief In spite of his efforts, however, 
Hoover increasingly came under attack for his 
handling of the Great Depression. 

The president loses favor Hoover's fre
quent optimistic claims about the economy 
slowly undermined his credibility with voters. 
Early in the crisis, as millions of people were 
losing their jobs, he proclaimed the basic eco
nomic foundation of the nation to be sound. 
"I am convinced," he told the nation, "that we 
have passed the worst." In fact, the worst was 
yet to come. 

Hoover later spoke glowingly about the 
efforts being made to deal with the Depression. 
"Industry and business have recognized their 
social obligation," he said in February 1931. 
"Never before in a great depression has there 
been so systematic a protection against dis
tress." Millions of jobless Americans did not 
share Hoover's assessment of the situation. 

Worse, many Americans came to question 
Hoover's compassion. As economic conditions 
grew worse, his unwillingness to consider giv
ing direct relief to people became harder and 
harder for Americans to understand. When 
Hoover finally broke with his stated beliefs 
and pushed for programs such as the Recon
struction Finance Corporation, many people 
wondered why he was willing to give billions 
of dollars to banks and businesses but nothing 
to individuals. 

Bonus March The Bonus March incident 
further damaged Hoover's reputation. The 
photographs of armed soldiers fighting with 
unarmed, unemployed veterans deeply trou
bled many observers. As one newspaper of the 
time observed, "If the Army must be called 
upon to make war on unarmed citizens, this is 
no longer America." 

Hoover's opposition to paying the Bonus 
Army marchers stemmed partly from a con
cern about the federal budget. Hoover believed 
that the government must have a balanced 



budget-that is, it must spend 
no more money than it takes 
in-in order to achieve finan
cial health. To meet this goal, 
Hoover pushed for and got a 
large tax increase in 1932. At a 
time when people were suffer
ing and asking for government 
relief, a larger tax burden was 
highly unpopular. 

The voters read The 1930 
midterm congressional elec
tions provided an early sign 
that the public was growing 
dissatisfied with Hoover's 
policies. The Republican Party 
had controlled Congress dur-
ing the boom years of the 1920s. In 1930, how
ever, Democrats managed to win a majority of 
the seats in the U.S. House of Representatives. 
They also came within one seat of matching 
the Republicans in the Senate. 

By the 1932 presidential election, it seemed 
certain that the voters would reject Hoover at 
the polls. The Great Depression showed little 
sign of ending, and Hoover's ability to influence 
events was nearly gone. The president didn't 
even bother campaigning until October, little 

more than a month before the election. The 
main question now was who the Democrats 
would pick to run against him, and what that 
candidate would do to end the nation's grief 

Identifying Supporting 
Details What were some actions-taken or not 
taken-that made voters believe Hoover did not care? 

~ 11.5.1, 11.6.2 
Reviewing Ideas, Terms, and People 

I 

1. a. Identify What were two key ideas that helped shape 
Hoover's core beliefs? 
b. Compare In what ways were Hoover's basic beliefs similar 
to those of Presidents Harding and Coolidge? 
c. Evaluate What is your opinion about Hoover's belief in the 
importance of rugged individualism? 

2. a. Define Write a brief definition for each of the following 
terms: cooperative, Reconstruction Finance Corporation, 
Smoot-Hawley Tariff Act 
b. Analyze How effective was President Hoover's preferred 
approach to government in responding to the hardships of 
the Great Depression? 
c. Rate Defend Hoover's commitment to avoiding direct 
reliefto individuals. -

3. a. Describe What was the general reaction of the American 
people to Hoover's performance? 
b. Contrast How did Hoover's core beliefs contrast with what 
many Americans wanted? 

c. Design What are some relief programs that Hoover's 
Democratic opponent might suggest? 

Critical Thinking 
4. Understanding Cause and Effect Copy the chart below 

and use information from the section to identify effects of 
Hoover's personal philosophy on government. 

Effects 

~() 
~c----) 

................. y-- [3!.'1 W1.1, 1.3 

5. Persuasive Write a letter to the editor in which you either 
defend or criticize Herbert Hoover's approach to the stock 
market crash and the depression that followed. Use details 
from the section to support your position. 
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Life During the Great Depression ~ 
Historical Context The documents below provide different types of information on 
the life during the Great Depression. 

[ ~11.6.3 

Task Examine the documents and answer the questions that follow. Then you will be 
asked to write an essay about life during the Great Depression, using facts from the 
documents and from the chapter you just read to support the position you take in your 
thesis statement. 

During the Depression many families found them
selves standing helplessly in lines to get donated food 
and clothing. A great many of these people never imag
ined they would be in such a situation. The photograph 
below shows people standing in a relief line in San 
Antonio, Texas, to receive aid. 
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Charities did what they could to help the needy, but it 
was often not enough. Social worker Nell Blackshear 
of Atlanta, Georgia, recalled the relief lines in her city 
and her experiences providing help to others through a 
government program. 

''That was a sad time when there was a soup line. Men, 
women, and children would come and go through the 
soup line once a day-it was bad. They had a black 
soup line, of course. There was no such thing as just 
hungry people. Even on relief you had to remember that 
you were black and they were white. They would have 
hot soup and sometimes just coffee and bread that was 
donated from some of the bakeries ... 

[As part of a government program,] I had to buy milk 
for the families. Even had to buy clothes. We would take 
the mothers to the stores on Edgewood Avenue ... We 
would buy the clothing, then order and pay for the coal, 
twenty-five-cent bags of coal. 

I remember the rear of 210 Butler Street. This was a 
long tenement house. I would have to go get some gro
ceries in the house, or take coal to give them to make a 
fire in those little rooms. Sometimes seven or eight peo
ple would live in one room. They had a communal toilet 
outside. It was a deplorable [horrible] sort of thing. And 
that's where our clients lived, this is the kind of relief 
and work with families that I started off doing." 



Like African Americans, Asian Americans were targets 
of discrimination. In California, many Asian American 
communities were segregated from their white neigh
bors. They relied heavily on one another. During the 
1930s many survived by sharing resources. The pho
tograph at right shows Japanese American migrant 
workers picking broccoli in Guadalupe, California. 

1. a. Describe Refer to Document 1. Describe the expres
sions on the people's faces. 
b. Elaborate How do you think these people felt about 
having to go on relief? 

2. a. Identify Refer to Document 2. What did Blackshear 
do as part of her job with the government? 
b. Interpret What did Blackshear mean when she said, 
"There was no such thing as just hungry people?" 

3. a. Identify Refer to Document 3. What are the people in 
the photogrciph doing? 
b. Analyze How do the field workers reflect the commu
nity spirit of Japanese Americans in the 1930s? 

People showed remarkable generosity during the hard 
times. Kitty McCulloch, a young seamstress, recalled 
her experiences. 

"There were many beggars, who would come to your 
back door, and they would say they were hungry. I 
wouldn't give them money because I didn't have it. But 
I did take them in and put them in my kitchen and give 
them something to eat. 

One elderly man that had white whiskers and all, 
he came to my back door. He was pretty much of a phi
losopher. He was just charming. A man probably in his 
sixties. And he did look like St. Nicholas, I'll tell you that. 
I gave him a good, warm meal. He said, 'bring me a pen
cil and paper and I'll draw you a picture: So he sketched. 
And was really good. He was an artist. 

A man came to my door ... He said, 'You don't sup
pose you could have a couple of shirts you could give 
me, old shirts of your husband's?' I said, 'Oh, I'm so very 
sorry, my husband hasn't anything but old shirts, really. 
That's all he has right now and he wears those: He said, 
'Lady, if I get some extra ones, I'll come back and give 
them to you:" 

4. a. Identify Refer to Document 4. What were the beg
gars who came to McColluch's door seeking? 
b. Elaborate How did the beggars' responses to 
McColluch reflect the spirit of the times? 

5. Document-Based Essay Question Consider the ques
tion below and form a thesis statement. Using examples 
from Documents 1, 2, 3, and 4, create an outline and 
write a short essay supporting your position. 
How did the Great Depression bring people together? 

See Skills Handbook, p. H28-29, H30 
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Visual Summary: The Great Depression Begins 

Great Depression Begins 
• Stock market crashes; banks, businesses fail 

• Widespread joblessness and suffering occur 

• Drought and dust storms add to suffering 

Reviewing Key Terms and People 
Identify the correct term or person from the chapter 
that best fits each of the followif!g descriptions. 

1. The term for the decisive drop in the stock market 
at the end of October 1929 

2. H<;>over's vision of a partnership between private 
business associations and government 

3. The nickname given to a settl,em~nt of homeless 
people during the Great Depression 

4.An organization owned and controlled by its mem
bers, who work together for a common goal 

5. A person who rode the railroads from town to town 
in search of work 

6. The nickname given to refugees from the, dust 
storms of the early 1930s 

7. Law originally meant to protect American busi
nesses but that ended up harming the United 
States and world economies 
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Hoover Responds 
• Relies on cooperation, voluntary action 

• Later begins using power of government 

• Fails to curb spreading economic crisis 

8. The nickname for the central Plains region struck 
by a terrible drought and dust storms in the 1930s 

9. The widespread practice during the 1920s that 
increased the danger to investors from a drop in 
the stock market 

10. An organization created by the Hoover adminis-
tration to aid struggling banks 

11. The central bank of the United States 

12. A prolonged period of below-normal rainfall 

13. What can happen to a home or farm when the 
owner fails to pay off loans taken to buy the 
property 

14. A singer who described the effects of the Dust 
Bowl 

15. the total value of goods and services produced in a 
nation during a specific period of time 



Comprehension and Critical Thinking 
SECTION 1 (pp. 320-327) mml11.6.1, 11.6.2 

16. a. Recall What was the general experience of 
investors in stocks in the United States in the 
mid-1920s? 

b. Explain How did the success of the American 
stock market also increase the dangers of invest
ing in the market? 

c. Elaborate How did the collapse of the stock 
market come to hurt so many people who did not 
have money invested in stocks? 

SECTION 2 (pp. 328-333) mml11.6.3 

17. a. Describe How did the Great Depression affect 
ordinary Americans? 

b. Summarize How did victims of the Great 
Depression cope with the effects ofhomelessness 
and joblessness? 

c. Evaluate Why do you think so many people 
blamed themselves for their misfortune during the 
Great Depression, in spite of the fact that millions 
of Americans were in a similar situation? 

SECTION 3 (pp. 335-339) mml11.5.1, 11.6.2 

18. a. Identify What was President Hoover's basic 
belief about the proper relationship of citizens 
to their government? 

b. Analyze Why did the Great Depression greatly 
test Hoover and his fundamental philosophy 
about how to govern? 

c. Evaluate Do you think it was reasonable to 
expect Hoover to change his philosophy and tactics 
in response to the crisis the nation faced in the 
Great Depression? Explain. 

Using the Internet 
19. The worst day of the Great 

Crash of 1929 was "Black Tuesday," October 29. 
During a catastrophic series of workdays preced
ing Black Tuesday, the American stock market 
lost nearly one half of its value. Using the key
word above, do research to learn more about what 
happened to the American economy in October 
1929. Then create a report that traces the afteref
fects of the stock market crash and explains how 
it quickly came to affect people throughout the 
nation, even those who had not invested in stocks. 

History's Impact video program 
Review the video to answer the closing question: 
How do changes made after the 1929 stock mar
ket crash help protect the American economy 
today? 

Analyzing mm1 HR4 

Primary Sources 
Reading Like a Historian 
This photograph shows an 
automobile being sold by 
an investor following the 
stock market crash of 
October 1929. 

20. Describe What is the 
significance of the 
moment shown in this 
photograph? 

21. Draw Conclusions What does this image tell you 
about how Americans were affected by the crash? 

Critical Reading £D.l.1 R2.2 

Read the passage in Section 1 that begins with the 
heading (~n Appearance of Prosperity." Then answer 
the question that follows. 

22. The heading ''An Appearance ofProsperity" 
suggests that 

A. there was no prosperity in the United 
States at all. 

B. every American prospered in the 1920s. 

C. overall, the economy seemed to be performing 
very well. 

D. in fact, only the auto industry was performing 
well. 

£§!.1 W1.1 

Expository Writing Expository writing gives informa
tion, explains why or how, or defines a process. To prac
tice expository writing, complete the assignment below. 

Writing Topic Herbert Hoover's Response to the 
Great Depression 

I 

23. Assignment Based on what you have read in this 
chapter, write a paragraph that discusses why so 
many Americans were dissatisfied with Hoover's 
response to the Great Depression. 
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