
THE FRAGILE ECONOMY OF THE 20S

In this lesson we will learn about the American economy throughout the s. We will explore the role of consumerism and
the stock market during.

The Mutual savings banks were concentrated in the northeastern United States. Hadwiger-Cochran, ; Fischer
Rising telephone rates explain part of the decline in rural use. Deflation increased the burden of existing debt
and acted as a warning against the accumulation of new obligations. In a U. But it was the growth in the
demand for gasoline that drove the petroleum market. Unemployment was one of the great curses of the
depression. That removed cash from their reserves. Few extensions of track were proposed, but as time passed,
abandonment requests grew. The Santa Fe Springs, California strike in initiated a supply shock as did the
discovery of the Long Beach, California field in  As banks and other financial institutions foreclosed on farm
mortgages, distress auctions caused so much local anger that the Governors of some states were obliged to
suspend them. Figure 21 Most banks were unit banks because national regulators and most state regulators
prohibited branching. New supply increases occurred in to with petroleum strikes in Seminole, Oklahoma and
Hendricks, Texas. However, the monetary authorities failed to take account of the savage deflation which
caused real interest rates to rise to punitive levels for borrowers. Improved transportation led to a movement of
business activities, including banking, into the larger towns and cities. The series constructed by Carl Eis only
includes the larger mergers and ends in  For city families as well as farm families, radio became the new
source of news and entertainment. The tariff acts of and brought tariff barriers to new heights, guaranteeing U.
However, with all of this concern about the growing and developing role of government in economic activity
in the s, the decade of the s often tends to get overlooked. Because of the size of the railroad companies and
their importance in the economic life of Americans, the federal government began to regulate them. Figure 24
The late twenties boom in the American economy was rapid, highly visible, and dramatic. Brooks, ; Temin, ;
Garnet, ; Lipartito, Telephone usage rose and, as Figure 19 shows, the share of all households with a telephone
rose from 35 percent to nearly 42 percent. Herbert Hoover was hard-working, energetic, and intelligent. In
Oregon pioneered the state gasoline tax, which then began to be adopted by more and more states. Investors
only needed to put down percent. The Fed was fully aware that a sudden rise in interest rates could be
destabilizing for business and might bring a period of economic prosperity to an unhappy conclusion. With the
benefit of hindsight, it is clear that the international economy was in a potentially precarious position in  The
population share for the Plains region had been rising through the nineteenth century. By late , five million
shares being traded in a day was a common occurrence. This reduced loan demand.


