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sronv the eve of disaster? For many peo- pired addi
ple in the 19205, investing in the stock prod‘l“tiu
market was one big joyride. Week after week, month after 1923 and
month, stock prices steadily rose. After a while, it seemed around 3
like making money on Wall Street was a sure thing
With so many fortunes being made, it was easy 1o
ignore the warning signs that began to appear in the
fall of 1929, The economy had began to slump. Con-
surtiers weren't buying as much. Products were piling up
on factory floors. A handful of experts whispered that
rouble lay in store for the stock market.
~ OnThursday, October 24, 1929, those whispers
JeCame F"l.l i ~F
| 5 L:Jg & r-{d 'ty. By the end of the day, the value of the
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| i traced on the New York Stack Exchange had
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Stock market EXpansion While A

cans generally were fecling good abgy: the
£Conomy in the 1920s, those who invested im
the stock market were overjoved. The
market is a place where stocks ar

sold. Stock is ownership in a com

stock
e bought and

pany, and it 1s
sold in shares. In other words, by buying shares

of stock, a person iz able to buy a piece of a cor-
poration. If the corporation succeeds, its value
may rise. This means that the value of its stmlk.
also rises. If the corporation does not do well, it

may lose value, This would drive the value of
the stock down.
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| & -.-I..IIII"|'I i 1928 tho overall value of
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At J qees changed the
Fhe glocp risd i SHICK Prices LA _.
way oy people thought abiout buying r:tnt'k..a.
"1il['||‘|' |i'|- |'|'|i'|'|'|\i'[ neves .—'|"|'|11{"|1 Lty Eroi 'if"\l'rl m
r-in- 1920, many people began to act as though
t never would.
. IF,{\\;I-.-m-uu_r number of ordindry Americans
.'ul‘l_."'_'d_l'l-‘]:,\ 'I'I'Iiik!.,‘ FCL'O{'._I{ mvestments, TU Livest
means to put money into stocks, land, or surrfr_-
other location in the hope that the value of this
money will grow. :

'[‘i-;:- number of shares being traded in the
United States rose sharply during the 1920z,
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.

| = Folitical Electoral  py ula ]
|| ” Candidate Affiliation Votes 'U'SIE;'-
i
{ l_.___, Herbert € Hapyer Republican 444 21,391,381
| . . o
| _-? Alfred €, 5mith Demacratic 87 15,016,443

The nation was Expere
atministration during T
Region (05t of t1,e Nation voted for the cand

affiliation? In what region was Smith's support
See Skills Handbook p-H20
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The election of 1928

: Cm]idge :

Lo run for reelection in 1928 g, the Remm
cans chose Herbert Hoover 3¢ theiy eare o
Hoover had never held electiy mﬁnﬂf&
had an Impressi L

e off;
Ve record of public corne

had overseen ; E’“

World War

eTica’s food Production
Europe. He =

I and later directed rolief
also served as the SECTetary of e,

merce under Harding ang Coolidge,
By 1928 Hoover had built an Outstanding
reputation as a businesslike administrgig.
Just the sort of leader who could guide the Uy S

perous nation. Indeed. people thnught_suhighl_v
of Hoover that it troubled him. “They have

conviction that I am sort of superman, that i
problem is beyond my capacity,” he once said.
“If some unprecedented calamity should come
upon the nation .. . | would be sacrificed tohe
unreasoning disappointment of a people who
expected too much.”
Hoover and the Democratic candidate.

Al Smith, presented the nation with a statk
contrast. Smith was an outgoing and nati-
ral politician. Hoover was quiet and shy by
tomparison. Smith was a Catholic—the firs
°ver 1o run for president—and drew mu :
his support from Catholic urban immigrt
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. orpsperity of the 1920s helped
o. Yet while many Americang
nancial good fortune, a num-
blems bubbled just beneath

3B (11 d
Th 1 deti

@ L

"o their i

galfh distribution One troubling aspect
"'f'. Amnn’can economy was the vastly uneven
Lﬁthtfh o of the new wealth that was being
gistribt Despite the boom in business in the
a curprisingly small number of people
héd aly pmsperﬂd- As a group, the wealthiest
ent of the pop alation had seen their share
ofthe pational InCOME grow 60 percent between
1920 and 1929. Most workers, however, expe-
senced much smaller pay increases—about 8

nt for most job categories. :
Workers in certain industries, such as farm-
ingand 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.

Formuch of the decade, the easy av ailability
of credit had allowed many Americans to buy
fhe automobiles, radios, vacuum cleaners, a_n:i
dher products rolling quickly off the nations
sssembly Tines, By the end of the decade, bow”
ewr, many consumers were reaching the limits
of their credit. The pace of purchasﬂﬂ_sl'nwed.
Virchouses became filled with factory 89048

hat iy one could afford to buy.

Credit and the stock market Installmert
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= TRy practice increased dugms
1920s as the stock market Toge shar[:f% =

Here is how it worked: Tmue; ;
wanted tobuy 100sh 'd.rz;l n};ntzil ;; [[1‘1{111]::1'L \‘I::'L;U;L
at $10 a share. The total purchase Dril:epwuldd
be $1,000. To make this purchaze, the inves-
tor would pay just a portion of the $1.000—say,
for example, $500. The investor would borrow
the other $300 from a stockbroker The under-
standing was that the investor would pay off
the loan when he or she sold the stock. Buying
stocks withloans from etockbrokers 1s knownas
buying on margin.
As enthusiasm for ny
: w, brokers began 10T i
ﬁﬁ;g inarginﬂ for stock purchases, B8
{0 jnvestors. In 1929
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for 51.500. In this

||.'|-'"|\' fd

repay Lthe $500 loan,

¢ase, the invegtor would
e original 5500 investment, be able
SO0

original imvestment. Bui

and =still have

(LK a Rl
nrofit—doubling the

ifthe sty Cdropped to $5 a gshare, the sale
i an just 3hO0, All of this would

ofl the loan. The mvestor would have

ele pric
lien wonild by
(e |'|.|'\
and be

fio profd aul the original $500 as well

The terms of a margin loan made the gam-
hle even nskier 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. Margin
calls alze meant that investors could be in big
trouble 1f their stocks lost value suddenly.

The Federal Reserve The nation’s fas- |

cination with stocks and with buying on
Ill:-ll‘gil'] drew the concern of the ZOVErn-
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 difficultand more costly
for brokers to offer margin loans to investors.
The Federal Reserve's move was partly sue-
cessful, at least at first. Borrowing from banks
by brokers began todecrease, butit wasreplaced
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 warning note. “Sooner or later,”
he said, “a crash is coming, and it may be ter-
rific.” The erash he was anticipating was a sud-
den drop in stock prices, which could devastate
those who had borrowed heavily to buy stoek.

Many experts, however, dismissed Babson’s
worries. In October, banker Charles IE. 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,

READING CHECK Summarizing What were

some of the weaknesses of the economy in the 1920s?

The Stock Market Crashes

While Babson and Mitchell were making th:
contrasting predictions about the fiturg
the stock market, American investors okt
back on several years of fantastie suceess The
steady growth of the early and mid-1920s hsd
given way to truly astounding pains as the
decade neared its end. One leading measure
the market’s value showed a 50 percent gan
in 1928 alone. During the following year, 193,
the market gained another 27 percent befire
reaching its high point on September 3.
Many people in the financial world, hoo-

ever, were beginning to recognize incres
ing signs of trouble in the economy 53395“
some manufactured goods were Sagging m
Rumors spread that some big mveatorauf .
getting ready to take their money ﬂutts
market, Fears began to grow thit mmf!;set
prices could soon collapse. Thestage

an economic disaster.

On Thursday, October 24, 192
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gbrk}iﬂces pIun.gEd, triggering an even greater
panicto spll. One newspaper described it as“the
most termifying stampede of selling ever expe-
| enced on the New York Stock Exchange.”

HISTORY'S VOICES
_ Hiraders on the floor of the Stock Exchange
Mked and howled their offers for desperate

 minutes before they found takers. Such a roar

mfmm the Stock Exchange floor that it could
“be heard for blocks up and down Broad and Wall
Streets, 9P

—Seattle Post-Intelligencer, October 25, 1923

b mﬂd_ﬁ‘e end of this terrible day, a num-
et of leading bankers joined together to buy
am! prevent a further collapse in their
‘-’:ﬂ‘ﬂrt succeeded in stopping the
=t mé- The market returned to nor-
trading on Friday, and some stocks actu-
ned valye.
| traders returned to work on Monday,
#4e1, the good feelings from Friday had
¥ evaporated. As trading began that
h¢ market sank like a stone. The next
Mﬂl’oﬁbﬂber 99— was the worst of

melately overcame the markets
e dumped more than 16 million share”
% While the well-offis of earlier day® had
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pped in value 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 mvestors watched the

ticker tape.

HISTORY'S VOICES

icker tapes, like friends
§ rowds about the ticker .
il eofa stricken friend, reflected
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ere no tears gither. Just the
ufferers. EVe rybody want;d
_Nobody

«« najghbor much he had lost oy
ot R t was 100 repetitious atale,
a yark Times: {ictober

jsten. 30, 1929
wanted 10 115 '
_The M

iefly describe

encing B'
! October 24

: ECK q
RE ADING CH - ket crash frof
the events 0

ough

qacons 677




100 Wit L
UY Thig CAR

[ ||.I'|r “'Avl' ch
ALL TH

L
05T ON

TH

P 2

Fallen on Hard Times
A Wall Street speculator (above) tries to sell his car after
losing his wealth in the stock market crash. Margin calls left

many such investors desperate for cash. What other effects
did the stock market crash have on individuals ?

The Effects of the Crash

[n the aftermath of the erash,; 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 Noone 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

Gross Illt'hg:l g
s ! nal Prg
In-tlja-!&armath of t::n
crash, Us, GNP fa|) by

from
in 1929 15
n 1933,

. Mearly one hajf_
$103.1 billion
555_& billion §

! |
World Econgy,
ST The effect g
- Market cragh i
through ey
.&I'-O'I:I.ﬁmy, In E'?ﬂ'l'la‘n
i |“dﬂ5t!i'a1 'ﬂﬂ:duqi“ :
Ptunged_h?mm.unn -
40 percent.

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

Effects on banks The stock market erash
triggered a banking crisis. Frightened degost:
tors rushed to withdraw thewr money :Lmjn—.
ing banks of funds. Worse, many hankshél.lﬂl
themselves invested, directly or indirectiy, 0
the stock market. They had purchased skt
companies whose shares were nOW (2
in vilue. [n addition, banks had mﬂdﬂeﬁﬁ_..
to stockbrokers, who in turn had lnﬂ:ﬂ i
money to investors on margt ."“'rhe’lgm_ :_
ual investors failed to cover their ma¥
banks absorbed losses, t00-
These loan failures eventu h e
banks out of business. ASYOU V7
next section, the struggles of th&'.csn p@ﬂﬁ‘ :
have a deep impact on the Amen
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decided on their own to leaye nome

Others were told to leave by their parents becayse there
simply was no money to care for them. In either case tens
of thousands of teenagers faced a stark reality duringthe
Great Depression. They had to find their future o the road

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

For the young hoboes of the Depression—boysand
girls, black and white, some less than 16 yearsold—ife
daily task was to survive. The lucky ones found or formed
communities with other homeless people, who WEPHM
lly adults. The unlucky ones fell prey to abuse and me

Young women often disguised ma_m%@'ﬁmm
order to reduce the dangers they faced. African Amem,
often had the threat of racial violence added e
ships of the road. _

Homeless t&EnE!gIEIS
back roads became a fami
Depression. Along with mi
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Farm failures . hard times
faced in the 19904 only worsened with the onaet
of the Great Depregsion, Widespread jobless-
ness and poverty reduced Americans' ability
to buy food, Many people simply went hungry,
With farmers producing more than they could

farmiers hag

: qg oo o CADEMIC
sell, farm prices sank, By 1933 RIMGEE RCE VOCABULARY
down more than 50 percent from their already  ~ ="
rels. Lower prices meant lower pojginesm
low 1929 level resoutcas

income for farmers.

UNEMPLOYMENT RATES.
1928-1933
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It was |\-‘||Il':i| for farmers to horrow
money from banks to pay for land and equip-
ment, As their incomes dropped, many farm
to make the

1933

ers were unabl payments on
d64, 000

hankrupt or sullered foreclosure

thewr loans. In olone, somi
FATINS wenit
Foreclosure occurs when a bank or other lender
takes over ownership ol a property [rom an

owner who has failed to make loan pavments,

Unemplnyment The year following the
erash of October 1929 saw a sharp drop in eep-
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 1832,

Making Generalizations
What happened to the economy in the early 1930s?
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The Human Impact
Great Depression
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Hoovervilles and hoboes
of people out of work: the i'm”[}“\ |
became fieree Thousands of worke “I-'-r_r,h._
apply for a handful of johs, and 1|-I.,,r.h. By
knew they were lucky, o nneng

th il
Blion

HISTORY'S VOICES

€41d get up at five i_n the morming and head o
the waterfront, Outside the Spreckles Sugar Ref
ery, outside the gates, there would bea thnusas:!.
men. You know dang well there's only thres gy four
jobs. The guy would come out ... '] need tyg quys
for the bull gang. Two guys to go into the hole:
thousand men waould fight like a pack of Blaskan
dogs to get through there #2

—~Ed Paulson, quoted in 5tuds 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

o BRI e i
Life/in a Hooverville: k-5
As desperate poverty engulfed people from coast &

to coast, many formed makeshift communities that - :
they nicknamed Hoovervilles. y

Most male residents
of Hoovervilleshad
been used to a life

The lack of running
waterand power
made tasks such as
tooking and cleaning
‘miuch more difficult
and messy.
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The emotional toll The !

; 3 Ereatest toll of b
the Great Depression may have been on the

minds and spirits of the American people. Even
though millions of people shared the same fare,
many of the unemploved saw their situation as I' {
a sign of a personal failure. Accepting handouts
deeply troubled many proud Americans. ||
“Shame? You tellin’ me?" recalled one persin \
who lived through the Depression. “The only
gear it lefl on me was my pride, my pride” The
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= Dost Bowl

_ Other areas severely affected
by wind-erosion

| MER Y Bow| migrants ga?

=« Pigration rogtes

] 250 5000 Nfiles
————
o 250 500 Kilometers

£ lbery #qual-aiea projection

1. Movement Towhat areas of the country did Dust

2. Region |nwhich stateswas it located?
see Skills Handbook, p. H18

SKILLS | INTERPRETING MAPS

grim despair people felt was reflected inarise in
suicide rates in the early 1930=.

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

|l HISTORY'S VOICES

€6 Once | built a railroad, | made it run, made it
race against time,

Once | 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 |n what ways
did the Great Depression affect many Americans?

Devastation in the Dust Buwl
In the midst of the economic
-:ﬂehveraﬂannml blow. Ar,

The great dust storms Drought is a part g
of a weather cycle, naturally occurring on the B
Great Plaing every few decades. By the 193(s,
however, careless agricultural practices had
left the region vulnerable. Land once eovered
with grasses now lay bare to the sky with no
uegel.atmn t.e huld the sml in plﬁée '
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Gruthrie’s lyries speak to the b

ardships and
struggles

not only of the migrants whe laft the
Dust Bowl but also of all Americans hithard by

the Great Depression. For much of the decade
the Depression seemingly defied most ZOVETTI-
ment efforts to defeat it. The American people
were forced to fend for themselves,
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How did the Dust Bowl affect Americans?
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| How did a ragtag army help

defeat President Hoover? | 193>

- the United States was nearing the low

ssion. By now Americans had

thomeless, jobless people camped
shacks in public areas. But the group of

\War | veterans who set up camp near

1 ay 1932 was not just another

ere down on their luck.

1ad come to Washington for a reason.

AN IDEA READING Focus
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the events i POnse to the Greay Depressiom
Great D_Bpre; e 3. How did the natigy, respond tq |
oyerwhelme Hoover's efforts? '
response

-ILtown by
Wamen and childran, | July
began clearing the area of
and soon the Bgnus Marchers' main AP Was |
Hundreds were Injured, and tyo of the

man;-' Americans were deeply distyrhed by the sight

of U5, soldiers HSING Weapons agairst himalass 'vEL-jrd]F:i |
For President Herbart Hoover who was alteady facing :-.:-m
plaints that he did not care encugh abou '."m-p!ig;'f_::‘zrs
nation's poor the Impact Was devastating, As yau will read,
the Bonus Marchers incident helped complate the public
view of Hoover asheartless and helpless in the Face of the
nation's suffering. &
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¥ Bonus Army marchers from
Columbus, Georgia, begin
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Herbert Hoover's Philosophy

G visd bver along
pvernment service. He
i1 run the country

«s than a vear in office, Hoover's

0 ASS] 5 k market

e Srowing Crisis

n his e rience and on the core

had guided him

linfs tliat

"Rugged individualism” Hoover had
served in the administrationg of both Warren
{3, 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
“rupred individualism.”

The Hoover Dam took 21,000
men five years to complete ata
cost of $165 million. How did
the project exemplify the
associative state?

ness and the federal government.

HISTORY'S VOICES

€4 One of the great problems
determine to what extent the Govern, iy
shall interfere with commerca amd md“"t'ﬂt Tteats

how much it shall leave 1o individyg)| USArY 2ng

By adherence to the principles of BAertion
and freedom to the individual, mi" j:\t\p'ﬂl‘]r‘ml11
iment has yielded a degrea of WEIE-b::%[an BXpey.
leled in all the world ?»?
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Hoover did not reject the idea gof ,
ment |.3_'.'91.-_:1;:-1-1t or regulation of f:n]-Jr- S0V
ness. Nor did he advocate li:tﬁnH- ;:ULI b
businesses do exactly as they m‘;af:eépm arnig
believed deeply that it was vital for Ith + Yet h»
well-being not to destroy peaple hE‘h[;f[: at.lu_m'_a
own responsibility and power iy

o
=

The associative state Individualisy g4
not rule out cooperation in Hoover's View: Buii-
nesses, he believed, should form voluntary
associations that would make the E‘L‘“ﬂmm.w.- |
fairer and more efficient. Skilled gOVernment !
specialists would then “cooperate with thesa
various associations for the accomplishment o (1
high public purpeses” Hoover had a term f5r 1-
his vision of voluntary partnerships hetween 'J.
business associations and government. He
called it the associative state.

As secretary of commerce in the Harding
and Cochdge 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 =l
after he became president.

Hoover's beliefs were dramatically testedin
the construction of what came to be called the
Hoover Dam. The dam would harness the Colo-
rado River to provide electricity and 35_3{'}‘ :eh~
able water supply to a vast area that mclm_iﬁi
parts of seven states. The federal gmerﬂﬂi’;ﬁ
provided funding for the project, which WA

: : 1t in the 19308
approved in the 1920s and built 1 & e
A group of six independent companE B
together to design and construct itFor “FE
the project’s success demonstrated e #E' 8
power of partnerships between privd t

bit——— o+ res of President
Briefiy describe the two key features®
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‘n the RFC legistation autho-
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VOCABULARY _ A KeY S8l ison i : W oS
TJEE_'_(:'I:.I'-.-'II_L rized pp L0 &9 hillion 11 direct govel nment
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section af writing loans to struggling banlks, insurance compas
_ utions. Later that year,

nies, and ather instit
Hoover asked Congress to cre
Home Loan RBank. The new program CrCour-
home building and reduced the number
o5 These measures marked
« lyigtoric pxpansion of the role of the federal
government inn the business of the American
: Still, for many citizens, Hoover's actions

ato the Federal

aged
of home {oreclosur

people.
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 €on-
umers, 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
Jevels, When European nations responded with
tariffs on American goods, trade plunged. By
1934 global trade was down roughly two thirds
from 1929 levels.

IO Summarizing What actions

did Hoover take to improve the economy during the
Great Depression?
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