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As time went on and the depression deepened, President 
Hoover gradually softened his position on government 
intervention in the economy and took a more activist approach to 
the nation’s economic troubles. 

In Hoover’s view, Boulder Dam was a model of how the 
federal government could encourage cooperation. His attempts 
to relieve the depression involved negotiating agreements 
among private entities, again reflecting his belief in small 
government. For example, he backed the creation of the Federal 

Farm Board, an organization of farm cooperatives. The Farm 
Board was intended to raise crop prices by helping members to 
buy crops and keep them off the market temporarily until prices 
rose. 

In addition, Hoover tried to prop up the banking system by 
persuading the nation’s largest banks to establish the National 
Credit Corporation. This organization loaned money to smaller 
banks, which helped them stave off bankruptcy. 
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By late 1931, however, many people could see that these 
measures had failed to turn the economy around. With a 
presidential election looming, Hoover appealed to Congress to 
pass a series of measures to reform banking, provide mortgage 
relief, and funnel more federal money into business investment. 
In 1932, Hoover signed into law the Federal Home Loan Bank 
Act, which lowered mortgage rates for homeowners and allowed 
farmers to refinance their farm loans and avoid foreclosure. It 
was not until Hoover’s time in office was over that Congress 
passed the Glass-Steagall Banking Act, which separated 
investment from commercial banking and would, Congress 
hoped, prevent another crash.  

Hoover’s most ambitious economic measure, however, was 
the Reconstruction Finance Corporation (RFC), approved by  

Congress in January 1932. It authorized up to $2 billion for 
emergency financing for banks, life insurance companies, 
railroads, and other large businesses. Hoover believed that the 
money would trickle down to the average citizen through job 
growth and higher wages. Many critics questioned this approach; 
they argued that the program would benefit only corporations 
and that the poor still needed direct relief. Hungry people could 
not wait for the benefits to trickle down to their tables. 

In its first five months of operation, the RFC loaned more than 
$805 million to large corporations, but business failures 
continued. The RFC was an unprecedented example of federal 
involvement in a peacetime economy, but in the end it was too 
little, too late. 

Main Idea: 

  



 

 

In 1932, an incident further damaged Hoover’s image and 
public morale. That spring, between 10,000 and 20,000 World 
War I veterans and their families arrived in Washington, D.C., 
from various parts of the country. They called themselves the 
Bonus Expeditionary Force, or the Bonus Army. 

Led by Walter Waters, an unemployed cannery worker from 
Oregon, the Bonus Army came to the nation’s capital to support 
a bill under debate in Congress. The Patman Bill authorized the 
government to pay a bonus to World War I veterans who had not 
been compensated adequately for their wartime service. This 
bonus, which Congress had approved in 1924, was supposed 
tobe paid out in 1945 in the form of cash and a life insurance  

policy, but Congressman Wright Patman believed that the 
money—an average of $500 per soldier—should be paid 
immediately. 

Hoover thought that the Bonus Marchers were “communists 
and persons with criminal records” rather than veterans. He 
opposed the legislation, but he respected the marchers’ right to 
peaceful assembly. He even provided food and supplies so that 
they could erect a shantytown within sight of the Capitol. On 
June 17, however, the Senate voted down the Patman Bill. 
Hoover then called on the Bonus Army marchers to leave. Most 
did, but approximately 2,000, still hoping to meet with the 
president, refused to budge. 
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Nervous that the angry group could become violent, 
President Hoover decided that the Bonus Army should be 
disbanded. On July 28, a force of 1,000 soldiers under the 
command of General Douglas MacArthur and his aide, Major 
Dwight D. Eisenhower, came to roust the veterans. A 
government official watching from a nearby office recalled what 
happened next. 

“The 12th infantry was in full battle dress. Each had a gas 
mask and his belt was full of tear gas bombs. . . . At orders, they 
brought their bayonets at thrust and moved in. The bayonets 
were used to jab people, to make them move. Soon, almost 
everybody disappeared from view, because tear gas bombs 
exploded. The entire block was covered by tear gas. Flames 
were coming up, where the soldiers had set fire to the buildings 
to drive these people out. . . . Through the whole afternoon, they  

took one camp after another.” - A. Everett McIntosh, quoted in 
Hard Times 

In the course of the operation, the infantry gassed more than 
1,000 people, including an 11-month-old baby, who died, and an 
8-year-old boy, who was partially blinded. Two people were shot 
and many were injured. Most Americans were stunned and 
outraged at the government’s treatment of the veterans. 

Once again, President Hoover’s image suffered, and now an 
election was nearing. In November, Hoover would face a 
formidable opponent, the Democratic candidate Franklin Delano 
Roosevelt. When Roosevelt heard about the attack on the Bonus 
Army, he said to his friend Felix Frankfurter, “Well, Felix, this will 
elect me.” The downturn in the economy and Hoover’s inability to 
deal effectively with the Depression had sealed his political fate. 
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