Hoover and the Great Depression
1. Hawley-Smoot Tariff- Despite Herbert Hoover’s desire to encourage international commerce by lowering tariff rates a bloc of Conservative Republicans in 1930 managed to get Congress to pass a tariff with the highest average rate in United States history.  This resulted in a sharp reduction of overseas trade as other nations followed up with protectionist measures of their own.  Less overseas trade meant a loss of American jobs and assets which further aggravated a difficult economic situation.  Hoover was advised to veto the tariff but he refused. 
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2. The Federal Reserve- The central banking system of the United States was created in 1913.  One of its chief functions is to fix interest rates.  During the 1920’s the Federal Reserve kept interest rates very low.  These low rates encouraged banks to undertake high risk loans and sent a message to the business community that the economy was still growing.  This compounded the problems caused by overproduction.  With the onset of the Depression the Federal Reserve finally raised the rates but not only was this too late, it exacerbated the situation because tightened credit at that time made it harder for businesses to survive or grow.  
3. Public Works- This refers to government financed projects.  In 1931 Hoover increased funding for public works but never allocated or released sufficient funds.  Hoover was opposed to massive government spending in such a capacity.  
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4. Reconstruction Finance Corporation- Hoover requested the Congress to set up this agency in 1932 to make loans to businesses.  The RFC, however, loaned too little money too late and did not focus broadly enough in terms of which businesses got the loans. 
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5. Government Relief- This refers to federal money given directly to the poor.  Hoover believed that charity was better left to private organizations or only to state and local governments.  Congress did pass the Emergency Relief and Construction Act in the summer of 1932 but this also was a question of too little too late.  The economy continued to spiral downward.       
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6.  Excerpt of Herbert Hoover Speech (1928)

We were challenged with the choice of the American system "rugged individualism" or the choice of a European system of diametrically opposed doctrines — doctrines of paternalism and state socialism. The acceptance of these ideas meant the destruction of self-government through centralization of government; it meant the undermining of initiative and enterprise upon which our people have grown to unparalleled greatness.

It is false liberalism that interprets itself into the Government operation of business. The bureaucratization of our country would poison the very roots of liberalism that is free speech, free assembly, free press, political equality and equality of opportunity. It is the road, not to more liberty, but to less liberty. Liberalism should be found not striving to spread bureaucracy, but striving to set bounds to it.

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. It is just as important that business keep out of government as that government keep out of business. No system is perfect. We have had abuses in the conduct of business that every good citizen resents. But I insist that the results show our system better than any other and retains the essentials of freedom.

There is a still further road to progress which is consonant with our American system — a method that reinforces our individualism by reducing, not increasing, Government interference in business.
a. How does Hoover feel about expanding government power in people’s lives?

b. What dangers does Hoover associate with expanded government power?

c. According to Hoover, how can and does America overcome obstacles and difficult times?
7.  What effect did the Bonus Army march on Washington, D.C. have on Hoover’s popularity?
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