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 Black Monday 
When a great many people are unable to 

find work, unemployment results. 
 Calvin Coolidge, 1931

A LTHOUGH HIS LAST ELECTED 
office had been class treasurer at Stanford 
University, Herbert Hoover defeated his 
Democratic opponent by a landslide in the 
1928 presidential election.
   Hoover campaigned on a promise to bring 
Americans “a chicken in every pot and a car 
in every garage,” and after the election he 
confidently assured the nation that it was 
near to the “final triumph over poverty.”
   Barely seven months later the stock market 
crashed, followed by the worst depression 
in the nation’s history. Although caused by a 
‘perfect storm’ of conditions—many set in 
place prior to Hoover’s election—the Great 
Depression was deepened and prolonged by 
his inadequate and inept response.    

   

   While his wife mobilized a quarter million 
Girl Scouts to aid relief efforts, Hoover 
directed economic assistance primarily to 
large corporations. Even as much of the 
nation went hungry in hastily-built 
shantytowns which the public derisively 
dubbed ‘Hoovervilles’, Hoover’s White 
House kept up a pretence of normality, 
serving seven course feasts at every meal. 
   During the infamous Bonus March in July, 
1932, thousands of World War I veterans 
squatting in peaceful protest outside were 
forcibly removed by armed troops led by 
Gen. Douglas MacArthur. Hoover’s nick-
name, ‘The Great Humanitarian’—earned 
for organizing relief efforts during World 
War I—soon became a sarcastic epithet. 
   In 1930, Hoover announced that  
prosperity was “just around the corner”, 
while in fact, it was still a decade away.   



   The causes of the Great Depression are 
many, and are still argued to this day. But 
the primary catalyst was expansion of bank 
credit and the artificially low interest rates 
imposed by the newly-formed Federal 
Reserve, which led to increased borrowing 
and rampant malinvestment. This monetary 
‘stimulus’ temporarily produced higher 
employment, wages, and consumption, but 
only at the long term expense of the nation’s 
economic health and sustainability.
   The first phase of the depression was a 
period of apparent prosperity, characterized  
by a rapid rise in real estate and stock prices
—which is what misled Hoover and others 
about the state of the economy. This was 
hardly unforeseeable, however, as it had 
also been the case during previous ‘boom-
bust’ business cycles in 1819–1820, 1839- 
1843, 1857-1860, 1873-1878, 1893-1897, 
and most recently, in 1920-1921. 
   In each case, the boom generated through 
‘easy money’ and credit was soon followed 
by an inevitable reckoning, or bust.
   The nation’s money supply increased by a 
staggering 60% during the ‘Roaring ‘20s’, 
creating an unsustainable inflationary boom.
Arguably, this vast expansion of money and 
credit made the 1929 crash inevitable, no 
matter what Hoover had done, but the 
second and worst phase of the depression 
was a direct result of Hoover’s ill-conceived 
interventionist policies.
   The Federal Reserve had already all but  
abandoned its failed ‘easy money’ policy in 
early 1929, selling government securities, 
halting bank credit expansion, and raising 
interest rates to 6% by mid-year. Although 
the die was cast for the October crash, the 
economy was already beginning to readjust, 
and the following year would probably have 
brought the beginnings of a slow recovery. 

   Instead of allowing the free market to 
cleanse the excesses of the business cycle, 
however, Hoover doubled down in his 
meddling, prohibiting businessmen to cut 
prices or reduce wages, and encouraging 
them to continue borrowing in order to 
increase capital expenditures.    
   Through the Farm Board, he artificially 
propped up the prices of farm products and 
other commodities, while famously 
launching huge public works spending 
projects like the San Francisco Bay Bridge, 
Los Angeles Aqueduct, and Hoover Dam. 
   But the mortal blows to the recovery were 
the Smoot-Hawley tariff, signed into law in 
June 1930, and the Revenue Act of 1932. 
   The former raised tariffs on imported 
goods to record levels, sparking a 
worldwide protectionist movement that 
practically closed U.S. borders to foreign 
goods. Hundreds of thousands of American 
farmers were plunged into bankruptcy, 
along with some 2,000 rural banks. 
   The latter raised the top income tax rate 
from 25 percent to 63 percent, the sharpest 
increase in the nation’s history. Intended to 
raise money for the government’s relief 
programs, it instead caused tax receipts to 
plummet, as personal bankruptcies soared.
  At the depth of the Great Depression, one 
worker out of four was walking the streets 
in despair, while thousands of banks, 
hundreds of thousands of businesses, and 
millions of farmers fell into bankruptcy.
   Not surprisingly, Hoover suffered a 
landslide defeat by Franklin Roosevelt in 
his 1932 reelection bid, just as the 
depression was approaching its deepest 
point. Remarking that the real loser was 
Roosevelt, Hoover said he had “almost a 
feeling of elation” upon leaving office. 
   No doubt the country did too. ◾


