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Abstract 

This paper examines North Dakota’s response to the Great Depression. By 

establishing a historical background, combined with the qualitative data, it shows that 

North Dakota’s agricultural economy and progressive legacy played major roles in how 

the Great Depression affected the state, as well as how North Dakota reacted to the 

economic crisis. In forming a historically narrative, the paper aims to show the political 

turbulence the Depression helped cause and the outrages attempts North Dakotan 

politicians made to aid their citizens. The qualitative side aims to explain North 

Dakota’s place among its neighbors and examine some of the potential factors that 

affected the economy of the state. 
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Introduction 

North Dakota was hit hard during the Great Depression. As a politically volatile 

agricultural state, North Dakota often took interesting approaches in trying to alleviate 

the suffering of the Great Depression. Its agricultural background meant that the state 

had already been suffering in the decade before the Great Depression and was relatively 

poor, even when compared to surrounding states. It also meant that the farmers were 

the most important consistency when it came to politics. The progressive legacy of the 

Non-Partisan League was carried on by the controversial governor, William Langer, who 

courted the farmers with bold, if questionable, legislation.  

Like many other states, North Dakota struggled to balance the budget during the 

Great Depression and introduced many new taxes during the decade. Analyzing the 

taxes introduced and expanded over the course of the 1930s shows a cash strapped state 

desperate for more revenue. By the end of the decade, the sales tax became the biggest 

earner for the state. 

This paper also aims to use econometrics to examine how a variety of variables 

affected states during the Great Depression and show the difficulty of separating local 

variance from national trends. 

Narratives 

Governor William Langer 

North Dakota during the early 20th century was a heavily agricultural state. It was 

primarily a producer of wheat and depended on high crop prices to support its economy. 

As Figure 1 and 2 show, though North Dakota may not have been the largest crop 
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producer in the region, an honor belonging to Minnesota, North Dakota produced the 

most crops relative to its size. The importance of crops and farmers in North Dakota 

would shape its politics throughout the Great Depression. 

Figure 1 

 

Figure 2 
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Graph 1 

During the years of the Great Depression and the New Deal, North Dakota was a 

political powder keg. North Dakota had been hit hard by the drop in agriculture prices 

that followed the end of World War I and suffered throughout the Great Depression. 

Politicians were willing to go to extremes to appeal to the farmers, especially since the 

loyalty of the farmers, once gained, was hard to lose. No man exemplified the oddness of 

the North Dakotan political scene better than the governor for much of the 1930’s, 

William Langer. A native son of North Dakota, William Langer was a controversial 

politician, who during his first tenure as governor managed to get convicted of a felony 

and removed from office. He then briefly attempted to have North Dakota secede from 

the Union. Despite this, he would eventually be re-elected as governor and even became 

the senator for North Dakota, a position he would hold until his death. The colorful 

story of William Langer demonstrates the incongruous nature of North Dakota politics 

during the New Deal. 

 William Langer was born in 1886 in Casselton, North Dakota. His grandfather 

was a farmer who had immigrated to the United States from Germany in 1852 but his 

son, Frank, had taken over the farm in 1877 and turned it into a successful business. By 

the time William was born, one of seven children, his family was incredibly prosperous 

in the community.1 The young Langer went to law school first at the University of North 

Dakota Law School, graduating at 19, and then to Columbia University. After returning 

to North Dakota, Langer worked as an assistant to the state attorney of Cass County. In 

1914, at the age of 28, he was elected to his first political position, that of state attorney. 

                                                           
1
 Tweton, D. Jerome. "The Politics of Chaos: North Dakota in the 1930s," Journal of the West, Fall 2002, Vol. 41 

Issue 4, 31. 
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As state attorney, he made a name for himself by cracking down hard on liquor 

establishments, which were illegal in North Dakota.2 

 During his time as state attorney, William Langer became associated with the 

Nonpartisan League. The Nonpartisan League was a newly formed political movement 

that advocated radical farm reforms, including “a system of state-owned businesses such 

as banks, slaughterhouses, creameries, mills, and elevators”, in order to help ease the 

economic suffering of the farmer.3 The Nonpartisan League would run its candidates in 

Republicans primaries to disrupt local regular Republicans and aid the Nonpartisan 

League’s chances of winning. Langer received the Nonpartisan League’s endorsement in 

his run for North Dakota attorney general in 1916. He won and then held his position 

until 1920, when he made his first, albeit, unsuccessful run for governor.4 Though the 

governor’s race was fairly close, after his loss Langer temporarily retired from politics 

and returned to practicing law. 

 In 1928, Langer once again ran for attorney general with the backing of the 

Nonpartisan League. However, by this time, the Nonpartisan League had lost the vast 

majority of its power and Langer was roundly defeated. In his defeat, though, Langer 

saw an opportunity to rebuild the Nonpartisan League in his own image. By 1932, the 

new Langer-headed Nonpartisan League was once again in a strong position to 

challenge local Republicans. The Nonpartisan League swept the elections and Langer 

himself was elected governor, which made him the only Republican governor elected 

                                                           
2
 Ibid. 

3
 Ibid, 32. 

4
 Holzworth, John M. The Fighting Governor. The Pointer Press: Chicago, 1938, 14.  
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that year.5 As governor, Langer immediately made many audacious and occasionally 

overreaching moves to help the farmers in his state. One was an embargo on all wheat 

shipments out of North Dakota.6 The action was followed by a drastic increase in the 

price of wheat. Whether this was due to the embargo or merely a symptom of overall 

rising agriculture prices is debatable.7 Langer nevertheless took it as a win, even though 

the embargo was declared unconstitutional shortly after it was withdrawn.8   

Another controversial act Langer took as governor was allowing himself to place a 

moratorium on debt, an action he would take several times during his tenure.9 10 

Although interest rates were dropping throughout the decade, many farmers were 

deeply in debt. Langer was willing to take unorthodox measure to prevent foreclosures, 

including calling in the National Guard.11 The divisive nature of Langer’s governorship 

would earn him both the loyalty of many farmers of North Dakota and a multitude of 

political enemies.12 His attempts to fight back against his critics would lead him to start 

his own Nonpartisan League newspaper and it would be this newspaper that would lead 

to his removal from office. 

 After coming into office as governor, Langer started a newspaper known as The 

Leader. Langer wasn’t well loved by the local press and the Nonpartisan League paper 

gave him a foothold into influencing public opinion. In order to pay for the paper, 

Langer asked all state employees’ to contribute five percent of their salary to The 
                                                           
5
 Tweton, “The Politics of Chaos”, 32. 

6
 Vogel, Sarah M. “The Law of Hard Times: Debtor and Farmer Relief Actions of the 1933 North Dakota Legislative 

Session,” North Dakota Law Review, 1984, Vol. 60:489, 497. 
7
 Tweton, “The Politics of Chaos”, 33. 

8
 Vogel, “The Law of Hard Times”, 498-499. 

9
 Tweton, “The Politics of Chaos”, 33. 

10
 The United Press, “Governor Decrees Debt Moratorium,” The Pittsburgh Press (Pittsburgh, PA), March 21, 1934. 

11
 Vogel, “The Law of Hard Times”, 511. 

12
 Tweton, “The Politics of Chaos”, 33. 
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Leader, a cost they could recoup by selling subscriptions. Although the creation of the 

paper and the solicitation of money from state employees were not in and of themselves 

illegal, some of the money earned for the paper came from relief workers whose salaries 

were paid through federal funds. Soliciting money from federal employees was, in fact, 

illegal and the Democrats in North Dakota brought this to the attention of the Federal 

Emergency Relief Administration.13 In 1934, the case went before a grand jury, who 

indicted Langer on the grounds of “conspiracy to impede the operation of federal laws 

that appropriated money for welfare purposes.”14 The case went to trial on May 22nd of 

that year and lasted until June 17th. The trial was overseen by Judge Andrew A. Miller, 

who had been a long time enemy of Langer’s. Langer was ultimately found guilty, 

sentenced to 18 months in a state penitentiary and forced to pay a $10,000 fine. Having 

become a convicted felon, he was stripped of his office as governor.15 

 Langer did not take his removal from office well. Although he could, and did, 

appeal his conviction, he was not allowed to remain as governor during the appeal 

process. When the courts ruled that Langer must leave his position on July 17th, he 

instead barricaded himself and some of his supporters in the governor’s office. He 

declared martial law over the state and stated that North Dakota would be independent 

from the union.16 Executive Order No. 10 was Langer’s attempt to officially impose 

martial law by calling in the National Guard, although only two companies were even 

                                                           
13

 Ibid. 
14

 Ibid. 
15

 Ibid, 33-34. 
16

 “North Dakota Secedes From The U.S.,” Dakota Datebook, July 17, 2013. 
http://www.prairiepublic.org/radio/dakota-datebook?post=50931 
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willing to go down to the governor’s office. By the next morning, cooler heads managed 

to talk Langer down and Ole Olson, Langer’s official successor, was able to take office.17 

 Despite Langer’s flirtation with secessionism and his felony conviction, he still 

won the Republican primary, which took place only a week after Ole Olson was sworn 

into office.18  However, due to William Langer’s forced removal from office, North 

Dakota’s political scene got shaken up. Over the next several years, North Dakota would 

have a succession of governors. Between the year of 1934 and 1937, North Dakota would 

have four different governors, ending with the triumphant return of a newly acquitted 

William Langer. The political instability of this period, along with the perceived 

unfairness of Langer’s ousting, helped ushering Langer back into the governor’s office, 

despite his outrageous behavior. 

 

Governor Ole Olson 

Ole H. Olson was the first man to take on the governorship after Langer’s official 

guilty verdict. Born in Mondovi, Wisconsin on September 19, 1872, Olson moved to 

North Dakota in 1892.19 He entered politics in 1916, running to become a member of the 

North Dakota House of Representatives, a position he won and held until 1919. He then 

served in the North Dakota State Senate from 1919 to 1931. In 1929, he even served as 

the president pro tempore of the North Dakota State Senate. In 1933, he became the 

                                                           
17

 Cooper, Jerry. Citizens as Soldiers: A History of the North Dakota National Guard, North Dakota Institute for 
Regional Studies: Fargo, 1986, 248. 
18

 Tweton, “The Politics of Chaos”, 34. 
19

 “North Dakota Governor Ole H. Olson”, National Governors Association, 
http://www.nga.org/cms/home/governors/past-governors-bios/page_north_dakota/col2-content/main-content-
list/title_olson_ole.html. 
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lieutenant governor for North Dakota and thus second in line to Langer.20 When Langer 

was removed from office, Ole H. Olson took over as governor. He was declared the 

official governor on July 17, 1934 by the Supreme Court, an action which Langer decided 

to fight, leading to Langer’s takeover of the Governor’s Mansion and brief attempt to 

secede North Dakota from the Union.21 However, by the next day Langer had ceded his 

claim to the governorship and the Governor’s Mansion to Olson. Olson could official be 

sworn in and take office. 22 Though only a short time remained in what would have been 

Langer’s time in office, Olson would finish the rest of term in relative quiet and, when he 

left office in 1935, retired from politics.23 

 

The Short Term of Thomas Moodie 

 Thomas H. Moodie was the next governor of North Dakota. Born in May 26, 1878 

in Winona, Minnesota, he was a reporter and editor of newspapers. He worked for 

newspapers all over the state of North Dakota, including the Bismarck Tribune. In 1934, 

Moodie received the Democratic nomination for governor, running against Langer’s 

wife, Lydia Langer, who was running in place of her husband due to his felonious 

disqualification.24 Although he beat her, questions soon arose about Moodie’s eligibility 

for the governorship. Talk had already started after his election but it was not until his 

                                                           
20

“Ole H. Olson”, State Historical Society of North Dakota, 
http://history.nd.gov/exhibits/governors/governors18.html 
21

 North Dakota Secedes From The U.S.,” Dakota Datebook, July 17, 2013. 
http://www.prairiepublic.org/radio/dakota-datebook?post=50931. 
22

 Ibid. 
23

 “North Dakota Governor Ole H. Olson”, National Governors Association, 
http://www.nga.org/cms/home/governors/past-governors-bios/page_north_dakota/col2-content/main-content-
list/title_olson_ole.html. 
24

 “Thomas H. Moodie”, State Historical Society of North Dakota, 
http://www.history.nd.gov/exhibits/governors/governors19.html. 
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inauguration on January 7, 1935 that evidence came out that Moodie was not legally 

allowed to be governor of North Dakota. It was revealed that, in 1932, Moodie had voted 

in an election in Minnesota. 25 As such, he had violated the state’s residency 

requirement, which required an individual to live in North Dakota for five consecutive 

years before they could run for office.26  Governor Moodie was declared ineligible by the 

State Supreme Court and removed from office on February 16, 1935, a mere five weeks 

into his term. He would go onto to work for other federal and state government 

agencies, including the North Dakota Federal Housing Administration and the Montana 

State War Finance Committee but he never ran for office again.27 

 

Governor Walter Welford 

After Thomas H. Moodie was removed from office, a man by the name of Walter 

Welford took over as governor. He was originally from England and was born in 

Bellerby, Yorkshire in May 21, 1868. His family settled in North Dakota in 1879. He was 

primarily a farmer but intermittently worked in politics, first entering politics in 1900, 

by serving as the township clerk in Pembina County, North Dakota. He held the position 

for twenty years and the also served in the North Dakota State House of Representatives 

between 1906 and 1911 and on the North Dakota State Senate from 1916 to 1921.28 His 

                                                           
25

 Ibid. 
26

 “North Dakota Governor Thomas Hilliard Moodie”, National Governors Association, 
http://www.nga.org/cms/home/governors/past-governors-bios/page_north_dakota/col2-content/main-content-
list/title_moodie_thomas.html 
27

 “Thomas H. Moodie”, State Historical Society of North Dakota, 
http://www.history.nd.gov/exhibits/governors/governors19.html. 
28

 “North Dakota Governor Walter Welford”, National Governors Association, 
http://www.nga.org/cms/home/governors/past-governors-bios/page_north_dakota/col2-content/main-content-
list/title_welford_walter.html. 
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farmer background made him a strong supporter of the Non-Partisan League and their 

support for farmer’s rights. In 1934, Welford became the Lieutenant Governor of North 

Dakota. When Moodie was deemed ineligible for the position of Governor in 1935, 

Welford took over.29 His term was riddled with problems. The worst of the Great 

Depression hit North Dakota in 1936, when a drought resulted in dangerously low crop 

yields. The Depression’s effects struck the state hard and this would have repercussions 

for his political career. Welford decided to run for his own term in 1936 and even won 

the Republican gubernatorial nomination over the recently acquitted former governor 

William Langer. However, Langer refused to back down. He ran as an independent in 

the election and won.30 The defeated Welford then retired from political life. 31 

 

William Langer’s Return to Politics 

 William Langer would not stay in the Governor’s Mansion for long. Despite his 

brief detour, Langer quickly ascended through the political ranks. He served out his 

term as governor, ending in 1939, and, in 1938, ran as an independent for Senate. 

Though his first attempt at becoming a Senator was unsuccessful, he was elected in 1940 

to the United States Senate. Just like the rest of his career in politics, Langer’s years as a 

Senator would prove to be tumultuous ones. In January 3, 1941, just as Langer was 

about to take his oath and be sworn into office, Majority Leader Alben Barkley 

                                                           
29

 “Walter Welford”, State Historical Society of North Dakota, 
http://history.nd.gov/exhibits/governors/governors20.html. 
30

 Ibid. 
31

 “North Dakota Governor Walter Welford”, National Governors Association, 
http://www.nga.org/cms/home/governors/past-governors-bios/page_north_dakota/col2-content/main-content-
list/title_welford_walter.html. 
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announced that several citizens of North Dakota had petitioned that Langer not be 

allowed to take his seat as a Senator “owing to his financial misconduct as governor.”32 

The investigation, conducted by the Committee on Privileges and Elections, lasted a full 

year. The committee majority recommended that Langer was “morally unfit to be a US 

Senator” and should be denied his seat, although a number of committee members did 

warn against overturning a lawful election. However, in 1942, the members of Senate 

decided against the recommendations and allowed Langer to keep his seat, with a vote 

of 52 to 30 in favor of Langer.33 Langer then served three more terms in Senate, until his 

death in November 8, 1959.34 

 

Agricultural Embargo 

Langer’s policies were just as controversial as the rest of his life. His attempts to 

ease the burden of the citizens of North Dakota during the depression, especially those 

of the farmers, were bold, divisive and borderline illegal. Sometimes, they crossed over 

into the downright unconstitutional. His embargo on the shipping of agricultural 

products out of North Dakota was all of those things. The embargo was a brazen attempt 

by Governor Langer to help the farmers of his state. Though it was ultimately stuck 

down by the courts, it demonstrates the kind of problems that plagued North Dakota 

                                                           
32

 “Senate History: Wild Bill”,United States Senate, 
https://www.senate.gov/artandhistory/history/minute/Wild_Bill.htm 
33

 “William Langer”, State Historical Society of North Dakota, 
http://history.nd.gov/exhibits/governors/governors21.html 
34

 “Senate History: Wild Bill”,United States Senate, 
https://www.senate.gov/artandhistory/history/minute/Wild_Bill.htm 
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during the Great Depression and shows the kind of unconventional solutions the state’s 

governor could come up with. 

 North Dakota had been suffering long before the Great Depression began in 

earnest. While the rest of the country enjoyed boom times until that fateful crash in 

1929, the 1920s had been much rougher in North Dakota. During the years of World 

War I, prices for wheat, the state’s primary crop had risen dramatically.35 The conditions 

in Europe had led to an increase in demand for American wheat, much of it for export. 

In order to meet the rise in demand, many farmers went into debt to buy more land and 

new equipment. When World War I ended and Europe started to rebuild, the decline in 

demand and prices for wheat was sudden and drastic. In 1921, shortly after the end of 

the war, the agricultural market collapsed and wheat fell from a high of three dollars to 

92 cents.36 The collapse had huge repercussions for the economy on North Dakota. As 

many as 70 percent of farmers were already in debt due to loans taken out during the 

thriving agricultural economy of the war and the collapse brought with it a shrinking of 

available credit.37 In 1921, more banks closed in North Dakota than in any of the years 

that followed.38 Farm foreclosures became common and many farmers gave up to 

pursue other means of livelihood. Although wheat prices would eventually go up again 

during the 1920s, they never reached their wartime high and farmers continued to 

struggle throughout the decade. In North Dakota, the coming of the Great Depression 

would only make a bad situation worse. 

                                                           
35

 Tweton, D. Jerome, “Overview: The 1920s”, North Dakota Studies,  
http://www.ndstudies.org/articles/overview_the_1920s. 
36

 Ibid. 
37

 Ibid. 
38

 “Summary of North Dakota History - Nonpartisan League”, State Historical Society of North Dakota, 
http://history.nd.gov/ndhistory/npl.html. 
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 One of the major players in North Dakota during the early parts of the 20th 

century was the Nonpartisan League. The Nonpartisan League was a progressive 

political party that originated in North Dakota in 1915 and spread throughout the 

American West.39 They advocated a variety of progressive reforms, ranging from votes 

for women to better government services. However, they were primarily concerned with 

the problems of farmers. They sought state ownership of not only directly farm related 

industries such as mills and grain elevators, but also those that were more tangentially, 

though no less vitally, related, such as banks and insurance companies. 40 William 

Langer became associated with the Nonpartisan League early in his political career and 

would eventually come to define it. The Nonpartisan League had its ups and downs 

during its tenure during the early 20th century. It peaked shortly after its inception and 

by the late 1920s was both less powerful and less radical. 41 Langer had been running on 

the Nonpartisan League’s ticket since 1916. After a defeat in 1928, Langer saw the 

weakness of the Nonpartisan League and decided to take control of the party, reforming 

it under his own ideals. Under Langer, the Nonpartisan League of the 1930s was less 

radically progressive, instead positioning itself as a challenge to local republicans.42 

However, it never lost its farm-aiding roots and would continue to prioritize aid to 

farmers. 

                                                           
39

 Saloutos, Theodore, “The Rise of the Nonpartisan League in North Dakota, 1915-1917”, Agricultural History, Vol. 
20, No. 1 (Jan., 1946), pp. 43, http://www.jstor.org/stable/3739348. 
40

 “Summary of North Dakota History –Nonpartisan League”. 
41

 Tweton, D. Jerome. "The Politics of Chaos: North Dakota in the 1930s," Journal of the West, Fall 2002, Vol. 41 
Issue 4, 32. 
42

 Ibid. 
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 When William Langer was elected governor in 1932, he set out to make good on 

his promise to help the farmers of North Dakota.43 In March of 1933, the Legislative 

Assembly of North Dakota approved the Embargo on Agricultural Products act. The act 

was responsible for: 

authorizing the Governor to declare and maintain an embargo on the shipment 

out of this state of any agricultural product produced within the state, when the 

market price thereof reaches a point where the returns are confiscatory, and 

declaring that agricultural products taken from the soil constitute a drain on the 

natural resources of this state, and that the disposition thereof at confiscatory 

prices becomes a matter of public concern warranting an executive order to 

prevent the same.44 

The act essentially allowed Governor Langer to declare an embargo on any agricultural 

product in the state of North Dakota, at any time, without approval from any other 

governmental body. His first and only use of this power went into effect on the 18th of 

October in 1933. 45 Wheat prices had dropped to 75 cents a bushel and Langer decided 

to step in to protect the farmers of his state.46 Langer stood firmly behind his decision 

and defended the legality of the law, saying it was “a legal and legitimate manner in 

which to call the plight of the northwest farmer to the attention of the nation”.47 He even 

called in the National Guard to enforce the embargo and put Guardsmen at all state 
                                                           
43

 Ibid. 
44

 23th Session of the Legislative Assembly of North Dakota, 1933, Chapter 1, Bill H, No. 177, Embargo on 
Agricultural Products, pg. 1, Hienonlie.com. 
45

 “North Dakota’s Wheat; Embargo on Export”, The Sydney Morning Herald, (Sydney, Australia), Oct 18, 1933, 
http://news.google.com/newspapers?id=RPVUAAAAIBAJ&sjid=6ZEDAAAAIBAJ&pg=4859%2C5429171. 
46

 “Langer’s Wheat Embargo”, Dakota Datebook, October 18, 2012, http://www.prairiepublic.org/radio/dakota-
datebook?post=44829. 
47

 “North Dakota Awaits State Grain Embargo”, The Cornell Daily Sun,(Ithaca, New York), Volume 54, Number 20, 
October 17, 1933, http://cdsun.library.cornell.edu/cgi-bin/cornell?a=d&d=CDS19331017.2.15#. 
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border crossings.48 Langer also attempted to convince other neighboring states to place 

an embargo on their wheat as well, but was unsuccessful at it.49 

However, Langer’s embargo had critics from the moment it was announced. 

Everyone, from the wheat industry itself to the railroads felt that the embargo was a 

violation of interstate commerce law.50 It was quickly brought to court by a collective of 

grain elevator operators in the case of Grandin Farmers' Coop. Elev. v. Langer.51 The 

court met three separate times and, on January 15, 1934, it ruled in favor of the grain 

elevators’ cooperative and declared the embargo unconstitutional, saying that “the state 

has no power to interfere directly with interstate commerce, regardless of economic 

conditions”.52 The embargo, as well as the act that allowed it to pass, were voided 

immediately by the courts. Three months after it started, Langer’s came to an end. 

Despite the fact that there is little evidence that the embargo had any dramatic 

effect on overall prices of wheat, Langer declared it a rousing success and used it to gain 

favor with local farmers.53 Ultimately, the embargo was meant more to bring attention 

to the plight of the North Dakotan farmer rather than actually aid them economically.54 

The popularity of the embargo shows the desperation of the famers in North Dakota 

during the Great Depression and the lengths the governor was willing to go to help 

them. 

                                                           
48

 “Langer’s Wheat Embargo”. 
49

 “Court Test Looms In North Dakota’s Wheat Embargo”, Ludington Daily News,(Ludington, Michegan), October 
18, 1933, http://news.google.com/newspapers?id=fogwAAAAIBAJ&sjid=ZjsDAAAAIBAJ&pg=2336%2C3644097. 
50

 Ibid. 
51

 Grandin Farmers' Coop. Elev. v. Langer, 5 F. Supp. 425 (D.N.D. 1933), aff'd, 292 U.S. 605 (1934), 
http://www.ecases.us/case/ndd/2250705/grandin-farmersco-op-elevator-co-v-langer. 
52

 Ibid. 
53

 Tweton, “The Politics of Chaos”, 33. 
54

 “North Dakota Puts Embargo on New Wheat,” Chicago Tribune (Chicago, IL), Oct. 17, 1933, 
http://archives.chicagotribune.com/1933/10/17/page/23/article/north-dakota-puts-embargo-on-new-wheat. 
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Income Tax in North Dakota 

The income tax has a fairly long history in the United States. Although the 

income tax had been experimented with since the early days of the United States on 

both a state and federal level, it would not become broadly adopted throughout the 

country until the 20th century. North Dakota was one of many states to implement the 

income tax during the Progressive political wave during the 1920s, despite the low 

number of wealthy citizens that would make the tax worthwhile. However, the fact that 

North Dakota already had an income tax in place by the advent of the Great Depression 

did not prevent them from constantly tinkering with it constantly over the course of the 

1930s. Changes to the income tax laws were constant during the years of the Great 

Depression, as officials had to try harder and harder to create more revenue for North 

Dakota and somehow balance the state’s budget. 

  The constitution grants Congress the right “to lay and collect taxes”, income tax 

included.55 However, in practice, until the 20th century, the federal government rarely 

used the income tax as a form of revenue. Though it had been proposed before, the first 

actually income tax was not even imposed until 1861.  As part of a revenue act meant to 

finance the Civil War, the new income tax took 3 percent of all incomes of over 800 

dollars.56  The first peacetime income tax was passed as part of a tariff act and only 

affected those who made more than 4000 dollars, which amounted to around the richest 

10 percent of Americans. Even then it was a controversial tax, not only for its content 

                                                           
55

 U.S. Constitution, art. 1, sec. 8. 
56

 Revenue Act of 1861, sec. 49, ch. 45, 12 Stat. 292, 309 (Aug. 5, 1861). 



Mitina 18  
 

but also the haphazard approach to its passing.57 It was not until the passage of the 

Sixteenth Amendment in 1913 that the income tax became an ingrained part of the 

federal government’s right to collect taxes. The Sixteenth Amendment states that “the 

Congress shall have power to lay and collect taxes on incomes, from whatever source 

derived, without apportionment among the several States, and without regard to any 

census or enumeration”.58 After its passing, income tax collection began in earnest. By 

the years of the Great Depression, the federal government, desperately strapped for 

cash, had raised the tax rates dramatically. In 1936, the top tax rate reached a high 79 

percent, a figure that would not fall until the 1960s.59  

 At the same time the federal government was implementing a national wide 

income tax, many states also experimented with their own state income taxes. Starting 

in the mid-1910s, a number of states joined the federal government in collecting income 

tax. By 1918, nine states had an income tax and between the year of 1918 and 1929, 

another seven would enact them.60  North Dakota introduced its first income tax in 1919 

under the stewardship of the Nonpartisan League, who, as a progressive party, were 

very much in favor of tax reform.61 The income tax was a progressive one and it was 

fairly comprehensive, covering both income earned by residents of North Dakota, as 

well as income earned by non-residents that was made within the state.  North Dakota 
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also distinguished between earned income, which came from wages, and “unearned” 

income, which came from investments and dividends. Unearned income was taxed at 

twice the rate of earned income.62 The top rate of was also unusually high for a state 

income tax at the time, with those making over forty thousand dollars being taxed 10 

percent. 63 The tax was fairly controversial, not only due to its high tax rate and unequal 

view of “earned” and “unearned” income, but also because at the time North Dakota was 

not incredibly well suited for an income tax. There were few wealthy people in North 

Dakota to fund the tax and it was difficult and costly to enforce the tax for the less 

wealthy, leaving the tax’s efficiency and worth in question. In its first year, the tax only 

collected a little more than fifty thousand dollars. The average person only paid eight 

dollars and fifty cents in income tax and there were just two people who contributed 

more than a thousand dollars.64 Despite the low revenue, the income tax would stick 

around in North Dakota and be expanded throughout the years.  
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Figure 3 

 

Figure 4 

  

The Great Depression brought with it a drop in revenue and an increase in 

expenditure in all states. North Dakota was no exception. As shown in Figure 3 and 4, 

North Dakota struggled to balance its tax revenue with its total expenditures until the 

very end of the Great Depression. In response, states tried to introduce new taxes and 
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expand old ones in order to attempt to balance their budgets. The income tax was a 

popular source of new cash flow, despite states having to compete with the federal 

government which had imposed incredibly high rates on tax payers. North Dakota, 

already in possession of an income tax, nevertheless constantly made changes to the tax 

code throughout the Great Depression in hopes of earning a larger profit and to 

convince more people to pay their taxes. The income tax laws were amended every year 

between 1931 and 1939, often listing different exceptions or new ways of calculating and 

defining income. In 1933, a new tax scale was created with higher tax rates. The new tax 

rates were started at a one percent tax for all income under two thousand dollars and 

went up to a rate of fifteen percent for on all income in excess of fifteen thousand 

dollars, although exemptions could be claimed for any individual making under $500 or 

any couple making under $1500, with an extra $200 deducted for every dependent.65 

While the tax rates would never change their highest and lowest bracket during the 

years between 1933 and 1939, other brackets would change over the years. Often this 

was in order to move more people up into a higher tax bracket, such as changing the 

lower limit for the second highest tax bracket of twelve and a half percent from ten 

thousand dollars in income to nine thousand dollars in income.66 However, as figure 5 

shows, the income tax was relatively small compared to the total tax revenue of North 

Dakota. As such, the legislative assembly was always trying to get more people to pay 

their taxes. Early on, they would pass laws intending to punish those who had 

delinquent tax payments by adding interest onto the tax. In 1931, an interest of five 
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percent would be added to a payment that was late and an additional one percent would 

be added for every month that it did not get paid.67 However, as the Depression dragged 

on, the legislature instead decided to reward those who were willing to pay any of their 

back taxes, rather than punishing them for being late. In 1935, they passed a law 

specifically targeting property taxes, which as seen in figure 6 were a relatively 

important source of revenue. The law would allow people to only pay forty percent of 

any tax that had been levied prior to 1930 and sixty percent of any tax levied in 1931.68 

This tax break demonstrated that though North Dakota was eager to create new taxes, 

often they were not capable of enforcing and collecting them. The constant changes in 

income law were attempts to make the law easier to comply with in hope that the tax 

would then bring in new revenue.  

Figure 5 
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Figure 6 

 

 The income tax had become a popular cash source for the American government 

during the 1900s. Both the federal government and the states utilized it to balance their 

budgets. North Dakota was an early adopter of the state income tax and would make 

good use of it during the Great Depression. 

 

 Prohibition and the Alcohol Tax 

 On January 17th of 1920, the Eighteenth Amendment came into effect and 

enacted Prohibition over the whole of the United States of America, making all alcoholic 

drinks illegal across the country.69 However, a number of states, especially in 

Progressive parts of the country, had already passed their own state-wide bans on 

alcohol. North Dakota was one such state. It had actually written a prohibition on 

alcohol into its constitution when the fledgling territory gained statehood, more than 30 
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years prior to the National Prohibition and would not lift its ban until after the passage 

of the Twenty-First Amendment in 1933, which repealed the earlier Eighteenth 

Amendment. 70 North Dakota’s first alcohol taxes shortly would follow. Though North 

Dakota had long taken a stand against alcohol drinks, when they finally became legal in 

the state, it embraced alcohol taxes whole-heartedly. 

 Prior to North Dakota’s statehood, alcohol was common in the Dakota territories. 

Saloons and taverns were common throughout the state and were prominent fixtures in 

most towns.71 However, by 1887, counties had been given the option to vote on going dry 

and abolishing alcohol within their boundaries. 72 There was considerable backing for 

prohibition. Many of the early settlers were of Methodist or Presbyterian origin and 

hoped to curb what they saw as the evils of alcohol. Thus, they favored a ban on 

drinking. Groups such as the Women’s Christian Temperance Union had strong support 

among the religious groups of North Dakota and often counted important community 

leaders among their ranks.73 In North Dakota, anti-immigrant sentiment also helped 

fuel prohibition. Immigrants of German heritage often had strong drinking traditions 

and would pass these traditions on to their descendants. Many of the earlier arrivals to 

North Dakota were against this influx of new, often time Lutheran, immigrants and were 

highly suspicious of their traditions.74 Either way, the temperance advocates would soon 

get their wish. Since North Dakota and South Dakota were making the transition from 
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territory to state, a state constitution would need to be written. A ban on liquor sales was 

proposed outright at the North Dakota constitutional convention in 1889. Though the 

convention attendees were in favor of the alcohol ban, in order to avoid endangering the 

ratification of the constitution, prohibition was put to a vote among the citizens of North 

Dakota. The denizens of the new state approved the ban on liquor sales but only by a 

1,159 votes.75 Upon entering the Union in November 2, 1889, both North Dakota and 

South Dakota had laws in place to prevent the sale of alcohol, though South Dakota 

would end its prohibition in 1895.76 North Dakota became the first state in the Union to 

have a prohibition clause in its constitution.77 With North Dakota official entry into the 

United States of America, its prohibition went into effect. All saloon, taverns and liquor 

stores had to be closed by July 1, 1890.78 

 Although North Dakota was one of the first states to enact prohibition, it was 

definitely not alone. Throughout the early 20th century, temperance movements gained 

momentum around the country. By 1916, shortly prior to the dawn of the National 

Prohibition, 25 other states had joined North Dakota in banning alcohol.79 In 1917, a 

resolution presenting the Eighteenth Amendment to be voted on by the states was 

passed by both Senate and the House of Representatives. 80 The Eighteenth Amendment 

banned the sale, transport and distribution of alcohol, or “intoxicating liquors” within 

the United States. The same progressive temperance movements that had influenced 
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North Dakota and so many other states now took hold of the national stage.   On 

January 25, 1918 North Dakota became the fourth state to ratify the new amendment, 

only a few days after Mississippi, Virginia and Kentucky. 81  On January 16, 1919 the 

amendment was ratified and took effect on January 17, 1920, ushering in the National 

Prohibition and everything that came with it. 

 National Prohibition caused a host of problems in the country. The Prohibition 

was unpopular among Americans and led to increases in violence. As gangs gained 

money and power through smuggling, gang violence became a huge issue for many 

cities, with federal agencies unable to curb their proliferation.82 Americans agitated for 

the end to Prohibition. The Twenty-First Amendment, which would repeal the 

Eighteenth Amendment, was introduced by Congress on February 20, 1933. It was 

ratified in December 5, 1933. North Dakota took no action to vote on the amendment, 

neither rejecting nor accepting it. 83 However, this does not mean that North Dakota 

intended to stay a dry state. Even before the repeal of the National Prohibition, North 

Dakota had already taken steps away from temperance. On November 8, 1932, North 

Dakota voted to repeal the prohibition clause from its constitution.84  The repeal was 

introduced by petition and passed by 35,000 votes, showing that North Dakotans clearly 

wanted to leave temperance behind.85 When the National Prohibition was abolished, 

North Dakota quickly established its own new rules for the sale of alcohol. Beer was the 
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first alcoholic beverage to be allowed in the state and came with its own set of 

regulations and even a beer commissioner.86 A beer tax was also established, charging 

one cent on each pint, two cents on each quart and eight cents on each gallon of beer 

sold.87 Other liquors would also soon be legally and, most importantly, taxable in North 

Dakota. Any drink with a higher alcohol content than 4% by weight would be taxed.88 As 

seen in figure 7, this tax would be an important element of the total sales tax and bring 

in a lot of desperately needed money in state revenue. Alcohol had finally made its way 

back into North Dakota. 

Figure 7 

  

North Dakota had been one of the earliest states to embrace Prohibition. Its 

heavy protestant slant and progressive politics made it an attractive state for the 

temperance movement. However, by the time Nation Prohibition was coming to an end, 
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the politics of North Dakota had changed and attitudes changed along with them. With 

the abolishment of Prohibition, North Dakota finally accepted the alcohol that it had 

shunned since statehood. 

 

North Dakota Session Laws 

The North Dakota session laws for the period between 1929 and 1939 host a 

wealth of information. Every two years the Legislative Assembly of North Dakota meets 

and passes the laws that will affect the state for the next two years and the session laws 

are the record of all the laws passed and decisions made during the Legislative 

Assembly. As such, looking for changes in the session laws for this time period helps 

illustrate how the government of North Dakota was dealing with the Great Depression 

on a state level and shows how it interacted with the New Deal.  

 One tax that was introduced into North Dakota during the New Deal was the 

estate tax. The estate tax was put in to tax a percent of any money or property left to a 

person’s descendants with the percent being larger on larger estates and was passed by 

the Legislative Assembly in 1931. The rate of taxation went as follows: 1 percent of the 

amount of the net estate not in excess of $25,000; 1.5 percent of the amount by which 

the net estate exceeds $25,000 and does not exceed $50,000; 2 percent of the amount 

by which the net estate exceeds $50,000 and does not exceed $100,000; 2.5 percent of 

the amount by which the net estate exceeds $100,000 and does not exceed $200,000; 3 

percent of the amount by which the net estate exceeds $200,000 and does not exceed 

$400,000; 3.5 percent of the amount by which the net estate exceeds $400,000 and 
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does not exceed $600,000; 4 percent of the amount by which the net estate exceeds 

$600,000 and does not exceed $800,000; 5 percent of the amount by which the net 

estate exceeds $800,000 and does not exceed $1,000,000; 6 percent of the amount by 

which the net estate exceeds $1,000,000 and does not exceed $1,500,000; 7 percent of 

the amount by which the net estate exceeds$1,500,000. This was another tax used to 

help North Dakota collect more revenue and which stuck through the years of the Great 

Depression. 

 Despite having both an income and an estate tax, North Dakota still seemed to 

need more money. In 1933, the Legislative Assembly passed the “Emergency 

Replacement Revenue Act” which was, in reality, merely a sales tax. A 2 percent sales 

tax on gross revenue was levied on all sales of tangible personal property or professional 

services. There were some deviations on the 2 percent law, which included: Contractors, 

one per cent; Light and Power for industrial use, one per cent; Pottery, drain tile, brick 

and concrete manufactured, one per cent; Lignite mining, one per cent. There was also 

an exception for wholesalers, the majority of whom paid ¼ of a percent on their gross 

revenue. However, wholesale bakeries, wholesale meat distributing plants, wholesale 

gasoline dealers, wholesale dealers of soft drinks and wholesale tire dealers all paid only 

1/8 of a percent on their gross revenue. Though the sales tax was called an “emergency 

replacement revenue act”, it, just like the income and estate tax, would stick around 

through the Great Depression. 

 Another major tax North Dakota adopted during the period of the Great 

Depression only came about after the repeal of the Prohibition. In 1935, with the signing 

of the Twenty-First Amendment, North Dakotans were once again permitted to drink 



Mitina 30  
 

alcohol. The state immediately took advantage of this to pass a beer tax, payable on all 

beer sold in the state. The tax charged one cent on each pint of beer, two cents on each 

quart and eight cents on each gallon. All these taxes show ways that North Dakota tried 

to increase its revenue during the years of the Great Depression. Table 1 shows a 

summary of the major taxes in North Dakota for the year 1937. 

Table 1 

Tax Revenues in North Dakota in 1937 

Tax Type Revenue Percentage of Total Tax 

Total Tax 9,314,258 100% 

General Property Tax 1,951,193 20.9% 

Corporate Income Tax 231,287 2.5% 

Individual Income Tax 270,018 2.9% 

Inheritance Tax 19,806 .2% 

Total Sales Tax 5,547,099 59.6% 

Alcohol Sales Tax 716,414 7.7% 

 These tax increases were necessary to pay off the deficits that started cropping up 

in the session records by 1935. The sales tax also helped fund a relief fund that gave 

welfare to the destitute. $500,000 was appropriated from the sales tax revenue to help 

those in need.  However, this fund wasn’t passed until 1937, though it was considered an 

emergency measure. At the next Legislative Assembly in 1939, the relief fund was 

increased to $2,500,000 for general relief and added almost $1,000,000 extra through 

emergency appropriations during the first half of 1939. 

 Beyond just an increase in deficits, there is also an odd increase in partial vetoes 

starting in 1933. This, combined with the increase in deficits and the introduction of 
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new taxes, all point at the difficulties the government of North Dakota had during the 

Great Depression.  

 

North Dakota and its Neighbors 

 North Dakota did not exist in isolation. In order to better understand the 

situation in North Dakota during the Great Depression, North Dakota’s finances should 

be compared with its neighboring states. I have chosen to compare North Dakota to 

South Dakota, Montana and Minnesota for their physical proximity and geographic 

similarities. South Dakota also shares an agricultural background with North Dakota.  
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Figure 8 

 

Figure 9 

 

Using Graph 8 and 9, it’s clear that while North Dakota was on equal income footing 

with the similarly agricultural South Dakota, it lagged behind its other neighbors, 

especially the more industrial Minnesota. North Dakota’s low per capita income 
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explains why it had such difficult collecting revenue during the years of the Great 

Depression. 

Data Analysis 

 The narrative shows us how North Dakota reacted to the Great Depression at a 

political and economic level in its attempt to raise tax revenues. In order to examine 

which variables might affect its ability to do so, I ran a regression on thirteen states, 

analyzing the relationship between tax revenue, state income, federal grants and several 

other variables. A second regression, which adds state and year fixed affects, shows how 

these variables are related when national trends are taken into consideration. 

Model 

The regression examines the correlation between per capita state tax revenue and 

per capita state income, per capita federal grant and several other selected variables. 

TaxRevenues it= β1 + β2Incomeit - β3Grantsit+ β4Precipitaionit - β5IntRateit - 

β6Droughtit - β7DaysBelowZeroit + β8AutoRegit +eit 

 

Variables and Hypothesis 

Table 2 

Variables Included in Regression and Hypothesis 

Variables Predicted Sign 
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Per Capita State Income:  Per Capita State Income should have a positive effect on tax 

revenue because higher income should lead to higher income taxes collected, especially 

in a progressive tax system like North Dakota’s. 

Per Capita Federal Grants: Per Capita Federal Grants should have a negative effect on 

tax revenue because more federal grants may indicate that the state is in more need of 

assistance and thus less capable of collecting taxes. 

Precipitation: Precipitation should have a positive effect on tax revenue because more 

rain would probably lead to increased farm production and higher income for farmers, 

thus higher tax revenue. However, there is the likelihood that this is negative, as too 

much rain could flood the crops and lower farm production, thus having the opposite 

effect. 

Per Capita State Income Positive 

Per Capita Federal Grants Negative 

Precipitation Positive 

Interest Rate Negative 

Months of Extreme Drought Negative 

Days Below 0 Degrees Negative 

Auto Registration Positive 



Mitina 35  
 

Interest Rate: Interest Rate should have a negative effect on tax revenue because higher 

interest rate would make it more difficult for people to borrow money for business and 

prevent them from expanding, thus leading to lower tax collection. 

Months of Extreme Drought: Months of Extreme Drought should have a negative effect 

on tax revenue because droughts would harm farmer’s production and revenue, leading 

to lower tax revenue. 

Days Below 0 Degrees: Days Below 0 Degrees should have a negative effect on tax 

revenue because extreme cold would harm farmer’s production and revenue, leading to 

lower tax revenue. 

Auto Registration: Auto Registration should have a positive effect on tax revenue 

because more cars would allow farmers to be more efficient and thus lead to higher 

production and tax revenue. 

 

Results before Fixed Effects 

Table 3 

Regression Results Before State and Year Fixed Effects 

Variable Coefficient P-Value Mean 

Per Capita State 

Income 

.012454 .318 1058.524 

Per Capita Federal 

Grants 

.1281224 .045** 83.10057 
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Precipitation -1.560235 .000** 34.61396 

Interest Rate -5.678934 .035** 6.015899 

Months of Extreme 

Drought 

-3.238335 .002** 2.281629 

Days Below 0 

Degrees 

-.8781656 .005** 7.797979 

Auto Registration 111.6797 .211 .1888333 

Table 4 

* Significant to 10% 

** Significant to 5%  

 The per capita state income variable came out positive, as expected, 

demonstrating that higher income leads to more tax revenue. However, with a p-value of 

.318, the variable was not statistically significant, even at the 10% level. 

The per capita federal grant variable came out as positive, contrary to what I 

predicted. Thus it would show that federal grant money helped add to tax money rather 

than crowd it out. With a p-value of .045, the variable was statistically significant at the 

5% level. 

The precipitation variable came out as negative, contrary to what I predicted and 

was statistically significant at the 5% level, with a p-value of .000. This suggests that 

high rain fall actually harmed locals, with increases in precipitation lowering the 

amount of taxes collected.  
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The interest rate variable was negative, as predicted, and, with a p-value of .035, 

was statistically significant at the 5% level. Higher interest rates led to lower tax 

revenue. 

The months of extreme drought variable was negative, as predicted, and 

statistically significant at the 5% level. This shows that drought harmed tax revenue 

collected, likely by harming farmer’s ability to grow crops. 

The days below 0 variable was negative, as predicted, and was statistically 

significant at the 5% level. This shows that cold weather negatively impacted tax 

revenue. 

The days below auto registration variable was positive, as predicted, but was not 

statistically significant at even the 10% level. This shows that auto registration did not 

have a large effect on tax revenue collected. 

 

Results with State and Year Fixed Effects 

Table 5 

Regression Results After State and Year Fixed Effects 

Variable Coefficient P-Value 

Per Capita State Income .0121028 .835 

Per Capita Federal Grants .1736347 .293 

Precipitation -.1370661 .843 

Interest Rate .1083273 .975 
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Months of Extreme 

Drought 

-1.889625 .124 

Days Below 0 Degrees -.0233017 .966 

Auto Registrations 788.0156 .108 

Table 6 

In the earlier regression, five variables came out as statistically significant at the 

10% level. However, the regression did not account for trends that affected the United 

States as a whole. By accounting for trends across time and states, the new regression 

shows a better picture of what variables truly make a difference in income tax revenue.  

With the addition of fixed effects, none of the variables remain statistically 

significant above a 10% level. Even the variables that made a difference before can be 

explained away by variations on the national scale, rather than local difference. 
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Figure 10 

 

 Graph 7 shows the difficultly of separating national trends from local variance. 

North Dakota agriculture-based economy seems like it should be heavily affected by 

major droughts. However, its per capita income does not react much to droughts. 

Instead, it mirrors the national trends, hitting lows in the early 1930s and 1938. 

 

 

Conclusion 

The 1930s were a turbulent time in North Dakota. It was a state that was in dire 

straits even before the Great Depression. The prominence of farming in the economy 

had hampered the state financially since the end of World War I. However, the farmers 

of North Dakota were an important political group. The Non-Partisan League was very 

prolific in the state. It was the support of these farmers that got William Langer into 

office and their opinions would motivate much of the questionable political actions he 
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would take as governor. However, the troubled politics of the period would only further 

the problems that North Dakota was facing.  

When analyzing the states more broadly, it is clear that national trends are 

important in understanding the local effect of the Great Depression. Although many 

different variables seem to affect a state’s ability to collect taxes during the Great 

Depression in the regression, those effects disappear when year and state fixed effects 

are introduced. Although each state responded in their own way, many of the challenges 

they faced were shared by the rest of the country. 

 

 

 

 

 

 


