
Chapters 22 & 23 

The Great Depression and the 

New Deal 



Section 1:  The Nation’s Sick Economy 
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Weaknesses in the Economy 
• 1920s Prosperity : 

 

• Industries Lag 
– Railroads ↓ 

– Wartime demand for lumber and 
coal falls 

– Housing market ↓ 

• Farmers Struggle 
– Postwar demand ↓ 

• Prices : 

– Farmers boost production 
• Prices ↓: 

 

– McNary-Haugen Bill calling for 
price supports vetoed by Coolidge 

 



Weaknesses in the Economy 
• Falling Demand 

– Falling incomes : 

 

• Credit 
– Easy credit = : 

– Consumer : 

• Income Gap 
– Top 1% = 75% ↑ in 

income; Bottom 70% : 

 

– Country’s economy 
dependent on : 

 

– Supply : 



Income Inequality Today:   The worst it has 

been since the 1920s 



Election of 1928 

• Herbert Hoover 

triumphs 

– Engineer 

– WWI humanitarian aid 

coordinator 

– Rides wave of :  

 

 

–  Harding, Coolidge 



The Bull Market 

• Dow Jones on the rise 

– Measures stock prices of 30 

big companies on NY stock 

exchange 

– Hit high of : 

• American investment ↑ 

– By 1929 4 million owned 

stocks  

– ↑ in speculation and buying 

on margin 

• reflect : 

•  do not: 



Black Tuesday 

• Many could not 

meet margin calls, 

demands to put up 

the money to cover 

their loans.  

• The result was panic 

selling.  

• On October 29 

(Black Tuesday) 
alone: 



Stock Market Crash - 1929 
• September 

– Stocks peak and then fall 

– Some investors: 

 

• October 
– 24th = first plunge, then 

rebound 

– 29th – Black Tuesday 

• 16.4 million shares sold off in 
one day 

• November 
– $30 : 

– Depression sets in by May 



  



Panic Sets In 

• Banks Fail 
– Massive withdrawals of 

$ causes bank failures 

– 11,000 of 25,000: 

 
• People lose lifesavings 

• Businesses ↓ 
– GDP ↓  : 

– 90,000 : 

• Unemployment ↑ 
– Hits 25% nationally 



Run on the Banks 

• Crowds gather at New York's 

American Union Bank during 

a bank run  early in the Great 

Depression. 

• The Fed’s decision to allow 

the failure of large public 

banks produced panic and 

led to widespread runs on 

local banks. 

• The Nation’s money supply 

shrank by 1/3 between 1929-

1933 turning a recession into 
a full fledged depression. 





Global Depression 

• European economies 
falter 
– Devastation of WWI 

– Germany : 

 

– American : 

• Hawley-Smoot Tariff 
– Highest protective tariff 

in U.S. history 

– Imports ↓, but so do 
exports → 
unemployment ↑ 

– World trade : 



Section 3:  Hoover Struggles with the 
Depression 



Hoover Calls for Cooperation 
• Laissez Faire 

– Depressions = part of normal 
cycle 

– Prevailing economic 
philosophy: 

 

• Limited Govt. Role 
– Govt. to encourage, not 

control cooperation 

– Maintain: 

 

• No federal welfare 

– Hoover’s efforts to 
coordinate recovery: 



Boulder Dam 
• Hoover proposes 

construction of dam on 

Colorado River 

• Congress approves project 

in 1928, construction begins 

1929 

• World’s : 

• Electricity: 

 

– Made growth of 

agriculture in California 

take off 

 



Hoover Becomes Scapegoat 

• 1930 Congressional 

Elections 

– Democrats : 

• Anti-government 

backlash 

– Farmers attempt to 

create : 

 

– “Hooverviles”, “Hoover 

blankets”, “Hoover 

flags” 



Depression and the Family 
• Marriage rates fell 

– 10.14/1000 in 1929 to 7.87/1000 in 1932 

– “Do you realize how many people in my generation are not 
married?...It wasn’t that we didn’t have a chance.  I was going with 
someone when the Depression hit.  We probably would have gotten 
married.  He was a commercial artist and had been doing very 
well…Suddenly he was laid off.  It hit him like a ton of bricks.  And he 
just disappeared.   

• Divorce rates fell 

• Birth rates decline 

– 14% decrease (1930-1933) 

– Birth control becomes legal in all states (except MA & CT) in 1936 
under SC case U.S. v. One Package 

• Increase in high school attendance 

– Less than half in 1930 to ¾ in 1940 

 



Depression and the Family 



The Dustbowl 

• The Dust Bowl (1930-
1941) 

– Ecological and 
human made 
disasters 

– Draught in : 

 

– Top-soil erosion 

– 350,000 relocate to 
the : 

 



Too Little Too Late 

• Preliminary efforts 

largely ineffective 

– Federal Farm Board, 

National Credit Corp. 

• Direct Intervention 

– Federal Home Loan 

Bank Act 

– Reconstruction 

Finance Corp. 

• Reflected faith : 

 

• 1st : 

 



The Bonus Army - 1932 
• Patman Bill 

– Bonus payment to WWI 

veterans: 

– Hoover opposed legislation 

but supported: 

 

– Army asked to leave when 

bill voted down  

– Those who refused were 

gassed : 

 

– PR : 


