
2. The International Economy (Group 2)  
 
Critical Questions - How does international trade impact the economy? How does 
government debt impact an economy?  What is Inflation? What is a tariff? Why would 
people support tariffs?  Who would be against them?   
 
How did changes in the international economy contribute to the Great Depression  
 
 

 
 
 
 
Source 8:  Encyclopedia Entry by Anthony O’Brien, Lehigh University  
(http://eh.net/encyclopedia/smoot-hawley-tariff/ Accessed February 3, 2014)   
 
The Smoot-Hawley Tariff grew out of the campaign promises of Herbert Hoover during 
the 1928 presidential election. Hoover, the Republican candidate, had pledged to help 
farmers by raising tariffs on imports of farm products. Although the 1920s were generally 
a period of prosperity in the United States, this was not true of agriculture; average farm 
incomes actually declined between 1920 and 1929. During the campaign Hoover had 
focused on plans to raise tariffs on farm products, but the tariff plank in the 1928 
Republican Party platform had actually referred to the potential of more far-reaching 
increases: 
 
“[W]e	  realize	  that	  there	  are	  certain	  industries	  which	  cannot	  now	  successfully	  compete	  
with	  foreign	  producers	  because	  of	  lower	  foreign	  wages	  and	  a	  lower	  cost	  of	  living	  
abroad,	  and	  we	  pledge	  the	  next	  Republican	  Congress	  to	  an	  examination	  and	  where	  
necessary	  a	  revision	  of	  market,	  may	  maintain	  its	  standard	  of	  living,	  and	  may	  count	  
upon	  steady	  employment	  in	  its	  accustomed	  field.” 	  -‐	  1928	  Republican	  Party	  Platform	  
	   	  



Source 9: A French military officer (Ferdinand Foch) with sword showing "Terms" of past-
World War I reparations to German military officer, possibly William II. (1923 Library of 
Congress, Prints and Photographs Division) 



Source	  11:	  Selected	  Quotes	  from	  John	  Maynard	  Keynes’s	  The	  Economic	  
Consequences	  of	  the	  Peace,	  1919	  	  
	  
"Lenin	  is	  said	  to	  have	  declared	  that	  the	  best	  way	  to	  destroy	  the	  Capitalist	  System	  
was	  to	  debauch	  the	  currency.	  By	  a	  continuing	  process	  of	  inflation,	  governments	  can	  
confiscate,	  secretly	  and	  unobserved,	  an	  important	  part	  of	  the	  wealth	  of	  their	  
citizens.	  By	  this	  method	  they	  not	  only	  confiscate,	  but	  they	  confiscate	  arbitrarily;	  and,	  
while	  the	  process	  impoverishes	  many,	  it	  actually	  enriches	  some...	  Lenin	  was	  
certainly	  right.	  There	  is	  no	  subtler,	  no	  surer	  means	  of	  overturning	  the	  existing	  basis	  
of	  society	  than	  to	  debauch	  the	  currency.	  The	  process	  engages	  all	  the	  hidden	  forces	  of	  
economic	  law	  on	  the	  side	  of	  destruction,	  and	  does	  it	  in	  a	  manner	  which	  not	  one	  man	  
in	  a	  million	  is	  able	  to	  diagnose."	  
	  
"The	  inflationism	  of	  the	  currency	  systems	  of	  Europe	  has	  proceeded	  to	  extraordinary	  
lengths.	  The	  various	  belligerent	  Governments,	  unable,	  or	  too	  timid	  or	  too	  short-‐
sighted	  to	  secure	  from	  loans	  or	  taxes	  the	  resources	  they	  required,	  have	  printed	  
notes	  for	  the	  balance."	  
	  
"In	  Germany	  the	  total	  expenditure	  of	  the	  Empire,	  the	  Federal	  States,	  and	  the	  
Communes	  in	  1919–20	  is	  estimated	  at	  25	  milliards	  of	  marks,	  of	  which	  not	  above	  10	  
milliards	  are	  covered	  by	  previously	  existing	  taxation.	  This	  is	  without	  allowing	  
anything	  for	  the	  payment	  of	  the	  indemnity.	  In	  Russia,	  Poland,	  Hungary,	  or	  Austria	  
such	  a	  thing	  as	  a	  budget	  cannot	  be	  seriously	  considered	  to	  exist	  at	  all."	  
	  
"Thus	  the	  menace	  of	  inflationism	  described	  above	  is	  not	  merely	  a	  product	  of	  the	  
war,	  of	  which	  peace	  begins	  the	  cure.	  It	  is	  a	  continuing	  phenomenon	  of	  which	  the	  end	  
is	  not	  yet	  in	  sight."	  
	  
 
 
 
Source 12: Herbert Hoover, Radio address at Fortress Monroe, Virginia October 
18, 1931  
 
”The depression has been deepened by events from abroad which are beyond the 
control either of our citizens or our government.”	  —Herbert HooveR 



  

Source 13: New York Times Front Page, May 5, 1930 



 
  

Source 14: US Imports & Exports 1921-1940 (From U.S. History Text 
Book, 2007)  

Source 15: Logarithmic Chart of German hyperinflation Table IV (page 
441) of The Economics of Inflation by Costantino Bresciani-Turroni, 
published 1937 


