
Focus Questions 8-3 

• CN EQ: What are some actions 

government can take to encourage 

economic growth and prosperity? 

• Why does Harding adopt the foreign policy 

of Isolation?  

• What were Mellon’s goals as he entered his 

position in the Coolidge administration?  

• By cutting taxes to Americans what does 

Mellon hope will happen as a result?  
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Three Republican Presidents  

 

–Warren G. Harding  

–Calvin Coolidge  

–Herbert Hoover  

• All retreated from progressive 
reforms  

• All wanted to help public through 
• LESS Government action 
•  MORE cooperation with big 

business.  
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Politics and Prosperity 1920-1929 

A Republican Decade: Warren Harding (1921-1923) 

Foreign Policy- Isolationism (no entangling alliances) 

 

 -Fordney-McCumber Tariff (1922)- Historically 

high tariff passed to protect American industries. Creates 
cycle of debt between Europe and USA 
 

 -Disarmament- Washington Conference (1921-

1922). Reduce large navies to prevent war. Focus on 
battleships not cruisers, destroyers or submarines. Gives 
Japanese military superiority in the Pacific. 
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Politics and Prosperity 1920-1929 

A Republican Decade: Warren Harding (1921-1923) 

Domestic Policy- Emergency Quota 

Act (1921). 1920-1921– 800,000 immigrants 
came to America, mainly from southern and 
eastern Europe. 
 
 -Restricted immigrants to 3% of 
their nationality in the US according to the 
1910 (shuts off immigration from southern 
and eastern Europe) 
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Politics and Prosperity 1920-1929 
A Republican Decade: Warren Harding (1921-1923) 

Scandal and Corruption-  
 -Ohio Gang- Group of scandalous politicians and 
industry leaders associated with the Harding Administration 
 -Teapot Dome- Albert Fall (Sec of Interior) gave 
away oil-drilling rights on government land in return for 
$300,000 in cash and gifts.  

 



Coolidge (1923-1929) 
3-1929) 
 

• “Silent Cal”  

• Not touched by the 

Harding scandals  

• Bright figure of the 

Republican party  

• Traditionalist  
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A Republican Decade: Calvin Coolidge   
(1923-1929) 
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Politics and Prosperity 1920-1929 

A Republican Decade: Calvin Coolidge (1923-1929) 

Domestic Policy- Brought back faith in 

federal government (helped significantly by the 
economic boom of the 1920s). 

 Laissez Faire- Business of America is 

business. Government stays out of big business. 

 
 1924 immigration act- Replaces 

the 1921 Quota Act. 
 -Quota to 2% and shifted to 1890 census 
 -Japanese were banned 
 -Canadian and Latin American immigrants 
were exempted. They could be used as temporary 
labor source 

 



Coolidge’s Policies and Prosperity 

• Like Harding, Coolidge believed that prosperity for all Americans 

depended on business prosperity. He cut regulations on business and 

named business leaders to government agencies. His policies 

contributed to a time of economic growth. 

• Coolidge prosperity 

• As factories switched to consumer goods, the postwar recession 

ended. 

• Production increased, incomes rose, and consumers bought the new 

consumer products that were being made, such as refrigerators, radios, 

and phonographs. 

• Advertising increased. 

• To attract even more buyers, businesses begin to allow installment 

buying, or buying on credit. Buyers made a small down payment, then 

paid an installment each month until they had paid the full price plus 

interest. This new policy increased the demand for goods. At the same 

time, consumer debt rose. 
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Mellon Program  

• Reduce/lack of enforcement of federal mandates on business  

• Apply business principles to its operations.  

• Congress creates the Bureau of the Budget to prepare a unified federal 

budget. 

• General accounting office to track government spending.  

• Three Major Goals  

1. Balance the Budget  

2. Reduce Government Debt  

3. Cut Taxes  

• Budget fell from 6.4 Billion to 3 Billion  

• Refinanced the Federal debt to lower the interest and payment  
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Mellon Program  

Taxes  

• High taxes reduced the money available for business. 

• Mellon also argued that high tax rates actually reduced the 

amount of tax money the government actually collected.  

• Mellon decides to lower the tax rate so that Americans would 

have more money and the government would collect more tax 

revenue at the lower tax rate. Supply side Economics  

• Federal Tax rate went from 4% to .5% for average Americans  

• Wealthiest Americans tax rate went from 73% to  25% 

• These actions lead to the economic growth of the 20’s 
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Politics and Prosperity 1920-1929 

Bypassed by the Boom: Farmers 

Wartime Prosperity- Europe could 

not produce goods so US farmers became 
main suppliers. US government encouraged 
farmers to plant fence post to fence post. 
 

Machines- Allowed farmers to produce 

more. Increased efficiency and huge 
surpluses (Europe was back).. 1920s 1 in 4 
farms sold for taxes or debts. 
 
McNary-Haugen bill (government would 
buy surplus and sell abroad). Vetoed by 
President Coolidge. Farm prices stayed low. 
Welcome to the Great Depression. 
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Politics and Prosperity 1920-1929 

A Republican Decade: Calvin Coolidge (1923-1929) 

Foreign Policy- Continued Harding’s foreign 

policy of isolationism 

  
Dawes Plan- Allies unable to repay war debts. 

Allies force Germans to make reparations. 
1. U.S. banks loaned money to Germany 
2. Germany paid reparations to France 
and Britain 
3. France and Britain paid war debts to 
the U.S. 

  
Results- Helps the Great Depression go global. 

The US is never fully repaid by the Allied Powers 
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Politics and Prosperity 1920-1929 

The Mass-Consumption Economy 

Consumer Economy- New methods of 

production lower prices so more consumers can 
buy goods. New industries (electricity, chemicals, 
cars, radios) help raise standard of living. Mass 
production requires mass consumption. This 
becomes a problem by the end of the 1920s. 

 
Advertising- Advertisers sought to make 

Americans want to buy more 
 

Buying on Credit- People bought on 

credit more and more during 1920s.  Allowed 
Americans to have refrigerators, vacuum cleaners, 
cars, and radios. Buying on credit threatened the 
health of the economy. (very similar to right 
now!). 

 


