Harding’s conservative economic agenda (…carried out by Coolidge & Hoover)
1. Conservatives believed role of gov’t was to make business more profitable. 
            a. Tax cuts for corporations and the wealthy: "trickle down" economics


b. Higher tariffs:

2. Government’s role should be limited; stay out of business (laissez faire) 
            a. Less government regulation: Harding appointed people to regulate agencies that didn't like regulation 
                -- Interstate Commerce Commission dominated by men personally sympathetic to the managers of railroads.


3. Government helped to facilitate monopolies and consolidation of industries 
            a. Antitrust laws often ignored, circumvented, or inadequately enforced by Daugherty’s friendly prosecutors in the 
attorney general’s office. 
            b. Industrialists set up trade associations where an industry would agree upon standardization of a product, publicity 
campaigns, and a united front in dealing with other industries and customers. 
                -- Despite violating antitrust legislation, Sec. of Commerce Herbert Hoover encouraged their formation. 
                -- Sought to eliminate cutthroat competition. 
4. Businessmen should run the government as they had experience in management. 
            -- Cabinet positions went to wealthy business leaders who looked out for big business interests. 

       5. Rejected federal gov’t programs to help ordinary citizens 
            a. To the Mississippi flood victims appeal: "The gov’t is not an insurer of its citizens against the hazards of the  

                         element." 
            b. Many conservatives believed local communities and charity should take that responsibility: Hoover’s philosophy 

                       during the Depression 

      6. Appointed conservatives to the Supreme Court. 
            a. Harding appointed 4 Supreme Court justices in his less than 3 yrs as president 
                i. Judges reactionary and held back reforms for nearly two decades. 
                ii. Exception: William H. Taft as Chief Justice, was relatively liberal 
                iii. Court killed a federal child-labor law, stripped away many of labor’s gains, and restricted gov’t intervention
                               in the economy. 
                iv. Adkins v. Children’s Hospital (1923) -- the Court invalidated a minimum-wage law for women. 
                    -- Justification: Females now had the vote and no longer could be protected  by special legislation.

      7. Hostile to Unions 
            a.    Reacted to 1919 Seattle General Strike, Boston Police Strike, United Mine Workers strike in 1919
            b. Membership in labor unions dropped nearly 30% between 1920 and 1930 
            c. 1922, Railway Labor Board ordered 12% wage cut sparking a 2-month strike 
                -- gov’t used SWEEPING injunction against union to stop strike

8. Reducing the national debt by making government smaller 
            a. Nat’l debt increased from $1.2 billion in 1914 to about $24 billion in 1921. 
            b. Bureau of the Budget created by Congress in 1921 to reduce nat’l debt. 
            c. Sec. of Treasury Andrew Mellon reduced national debt by $10 billion (from about $26 billion to $16 billion)

Long-term Causes of the Great Depression 

    A. Weak industries 
        1. Cotton industry was affected by the rise of synthetic materials. 
        2. Railroad industry was affected by the automobile 
        3. Low food prices affected the farming industry 
            a. Demand for foodstuffs dropped after WWI. 
            b. Government refused price supports in 1920's. 

    B. Overproduction of goods by manufacturers 
        1. Consumers began to spend less on goods -- underconsumption 
            -- Ordinary workers and farmers had used their consumer credit and did not have enough money to keep buying products that were produced. 
        2. Many warehouses full of products that couldn't be sold. Companies lost money. 
 
   C. Uneven distribution of income 
        1. 5% of the population received 30% of the total income. 
            -- One estimate: Income of top 1% increased about 75%; bottom 93% = only 6%. 
        2. Low wages for industrial workers and farmers. 
        3. One-half of country lived below the poverty line. These were potential customers. 
   
 D. Unstable banking system 
        1. Due to mismanagement and overspeculation 
        2. 1% of banks controlled 46% of bank resources. 

 E. Weak international economy 
        1. Protectionist trade policies stopped foreign trade 
            a. Hawley-Smoot Tariff (1930) --created highest tariff in U.S. history 
            b. 23 nations retaliated by imposing tariffs on U.S. exports.

Hoover’s Response to the Great Depression 
    A. Hoover's philosophy 
        1. Hoover believed (perhaps correctly) that outside forces in Europe were responsible for the Great Depression. 
            a. Economic consequences of WWI (especially Versailles Treaty German reparations) 
            b. Post-war military alliances and doubling of prewar armament. 
            c. Inflationary public works programs to alleviate unemployment. 
            d. Unbalanced budgets and increasing debt. 
        2. Hoover thus took too long to initiate domestic measures to help the economy  believing instead the international system 
had to be repaired. 
  
  B. Farming 
        1. Pre-crash: Agricultural Marketing Act passed by Congress in 1929. 
            a. Designed to help farmers help themselves, largely through producers’ cooperatives. 
            b. Federal Farm Board established in 1930 with revolving fund of  $500 million 
                i. Lent funds to buy, sell & store agricultural surpluses. 
                ii. Goal: raise sagging prices by buying up surpluses and selling them abroad  -- Failed as production of food 
increased. 
        2. Hawley-Smoot Tariff of 1930 
            a. Tariff became the highest peace-time barrier in the nation’s history. 
                --Average duty on non-free goods raised from 38.5% (Fordney-McCumber act of 1922) to nearly 60%. 
            b. Foreign governments interpreted tariff as an economic declaration of war. 
                -- Trade gaps widened 
            c. Exacerbated the existing economic depression. 
            d. International financial chaos resulted in U.S. becoming even more isolationist 
 
   C. Economic recovery 
        1. Volunteerism 
            a. Hoover believed voluntary cooperation (like in WWI) would enable the country to overcome the depression. 
            b. Urged businesses to avoid lay-offs of workers and wage cuts. 
            c. Secured no-strike pledges from labor leaders. 
            d. Urged all citizens to contribute to charities to ease the suffering. 
            e. In reality, private charity not adequate to meet the country’s needs. 
        2. Public works 
            a. In 1930 Congress appropriated $750 million for public buildings, river and harbor improvements, & highway 
construction to stimulate employment. 
            b. Hoover Dam begun in 1930 and completed in 1936. 
                -- Created huge man-made lake for purposes of irrigation, flood control, and electric power. 
        3. Reconstruction Finance Corporation (RFC) 
            a. Created by Congress in 1932 
            b. RFC had appropriation of $500 million and authority to borrow $1.5 billion  for loans to railroads, banks, and other
                financial institutions. 
                -- Later, approved legislation authorizing RFC to lend $300 million to states for relief, & to make loans to states &

 cities for self-liquidating public works. 
            c. Prevented the failure of basic firms on which many other elements of the 
                economy depended, but was criticized by some as relief for the rich. 
        4. Norris-La Guardia Anti-Injunction Act (1932) 
            a. Passed by Congress and signed by Hoover 
            b. Outlawed "yellow dog" (antiunion) contracts and forbade the federal courts to issue injunctions to restrain strikes, 
boycotts, and peaceful picketing. 
        5. Refusal of relief ("rugged individualism") 
            a. Hoover opposed vetoed use of federal funds for relief for the needy. 

 -- Feared gov’t handouts would destroy the nation’s work-ethic. 
            b. Compromised by authorizing RFC to lend $300 million to states for relief, & to make loans to states and cities for 
self-liquidating public works. 
  
  D. Moratorium on international debts (1931) 
        1. Hoover courageously pushed for a 1-year freeze on international debts to help European countries (esp. Germany) recover. 
        2. Yet, the international economy was too heavily damaged for this to make much difference. 

 E. Bonus Army 
        1. 14,000 unemployed veterans marched on D.C. in summer of 1932 to lobby Congress for payment of bonus approved in 
1932, payable in 1945. 
        2. At Hoover’s insistence, Senate did not pass the bonus bill and about 1/2 of the Bonus Army accepted congressional 
transportation home. 
        3. Remaining 5 or 6K lived in shanties along the Anacostia river and to lobby for their cause. 
        4. Hoover called in the Army to remove the bonus army after 2 veterans were killed in a clash with the police. 
            -- Veterans driven from D.C. and their camps were burned… on the eve of a presidential election! 
        5. Significance: Hoover appeared heartless to already angry Americans & this contributed to his election defeat. 

F. Assessment of Hoover 
        1. Despite not doing enough, Hoover advocated more direct gov’t involvement than any previous president in the nation’s 
history. 
            a. Probably prevented a more serious collapse than did occur. 
            b. Policies paved the way for the New Deal. 
        2. Yet, his conservative underpinnings prevented him from going far enough  to solve the worst economic crisis in U.S. 
history. 

  
Foreign Policy during Hoover's presidency 
    A. Japanese attack Manchuria in September, 1931 
        1. Open Door shut as Western world was reeling in economic chaos. 
        2. Violated League of Nations covenant as well as other international agreements signed earlier by the Japanese government. 
            -- Collective security in jeopardy. 
        3. League of Nations condemned the action 
            a. Result: Japan left the League 
            b. Hoover, reflecting isolationism of the U.S., did not want to fight a war in Asia. 
        4. Hoover-Stimson Doctrine (1932) 
            a. Declared U.S. would not recognize any territory conquered by force;  
                Japan infuriated as U.S. had conquered territories a few decades earlier. 
            b. Japan not deterred: bombed Shanghai in 1932 killing thousands of civilians. 
        5. Japanese aggression seen by many historians as the beginning of World War II. 
            a. Naked aggression was not halted by the League of Nations. 
                -- U.S. would not commit to collective security & therefore undermined League
            b. Hitler and Mussolini would soon start war in Europe & Africa. 
    B. Good Neighbor Policy 
        1. Hoover aimed to abandon interventionist philosophy of Theodore Roosevelt. 
            a. Took a goodwill trip after his election in 1928 of Latin American aboard a U.S. battleship. 
            b. Great Depression meant less money for U.S. investors to spend thus decreasing U.S. interest in economic imperialism. 
            2. 1932, negotiated new treaty with Haiti which provided for later withdrawal of U.S. troops in 1934. 
            3. Early 1933, U.S. forces left Nicaragua after nearly 20 years. 

