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FOREWORD

Tue age of Franklin Roosevelt is a watershed in the history of
the United States, the great dividing line in the nation’s life
between innocence and responsibility. During his years, America
emerged from nineteenth-century simplicity, encountered world
war and depression and world war again, and began to bear both
the grandeur and the guilt of international power. Before the
age of Roosevelt, Americans lived under a cheerful illusion of
security. Afterwards, the world could never be the same for
them again.

The twentieth century has confronted mankind with two over-
riding challenges. One has been the problem of preserving per-
sonal freedom and economic security in a society growing every
decade more committed to mechanisation and centralisation.
The other has been the problem of preserving peace in a world
growing every decade more committed to self-destruction. The
age of Roosevelt can he described as the epoch when Americans
first began to move to meet these challenges.

That epoch may be said to have started with Theodore
Roosevelt, who was Franklin Roosevelt’s kinsman, and with
Woodrow Wilson, who was his political hero. But no one is
more identified than the second Roosevelt with his nation’s
responses to the challenges of the century. It is Franklin
Roosevelt who will above all be remembered as the man whose
leadership fortified, exasperated and inspired the American
people in their struggle to come of age in the modern world.

When Franklin Roosevelt became President of the United
States in 1933, millions throughout the world believed that
depression had passed a death sentence on the free state—that
some form of apocalypse, Communist or Fascist, was at hand,
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FOREWORD

and that history had come to a full turning. But the American
President was the heir of a robust and resolute tradition of
liberal pragmatism, a man sceptical of dogma and confident of
the resources of freedom, a supreme social experimentalist. His
contribution was to defy and eventually to humiliate the
doctrinaires—to show that a new pattern of economic society
lay beyond capitalism and beyond socialism (or at least beyond
their classical versions), capable of assuring its members a
reasonable degree of both freedom and security. The political
and intellectual legacy of the New Deal has given others besides
Americans confidence that industrial society can find a way for
individual liberty between the conflicting dogmatisms of the
right and the left.

But the New Deal was barely launched before the free world
faced an even more deadly foe than economic collapse. Thirty-
three days before Roosevelt became President of the United
States, Adolf Hitler became Chancellor of Germany. The
democracies, including the United States, were fatally slow to
acknowledge the threat of Fascism. Still, among democratic
leaders, none was quicker to grasp the implications of Hitlerism
than Roosevelt. As he had used the pragmatic and experimental
approach as his strategy against depression, so he used it as his
strategy against war, and, when war came, as his strategy for
victory.

Roosevelt’s Presidency showed the limitations as well as the
strength of pragmatism. That approach could succeed—and
succeed brilliantly—as a means of working out problems among
people sharing the same values and playing the game according
to the same rules. But the pragmatic approach could lead to
confusion and tragedy when it refused to recognise impassable
differences in purpose, when, in short, a substratum of common
principle did not exist. At this point, there might be value in
doctrine; something had to be more important than flexibility.
So Roosevelt’s policies were more successful in the domestic field
and in the anti-Nazi phase of foreign affairs than they were at
the end—though here again his pragmatism was bringing about
before his death a basic revision of his picture of Soviet
Communism.

It was the Presidency, of course, the fateful years from 1933
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to 1945, which were the climax of the age of Roosevelt. But the
quarter-century preceding played an indispensable part in pre-
paring both the nation and the man for this climax. This first
volume seeks to sketch the background against which Franklin
Roosevelt was to work as President. Succeeding volumes will
carry the story through the problems and perplexities of the
New Deal and of the Second World War.
ARTHUR M. SCHLESINGER, JUNIOR






CHAPTER 1

PROLOGUE: 1933

Tne Wurte Housg, midnight, Friday, March 3, 1933. Across
the country the banks of the nation had gradually shuttered
their windows and locked their doors. The very machinery of
the American economy seemed to be coming to a stop. The rich
and fertile nation, overflowing with natural wealth in its fields
and forests and mines, equipped with unsurpassed technology,
endowed with boundless resources in its men and women, lay
stricken. “We are at the end of our rope,” the weary President
at last said, as the striking clock announced the day of his retire-
ment. “There is nothing more we can do.”*

Saturday, March 4, dawned grey and bleak. Heavy winter
clouds hung over the city. A chill north-west wind brought
brief gusts of rain. The darkness of the day intensified the
mood of helplessness. “A sense of depression had settled over
the capital,” reported the New York Times, “so that it could
be felt.” In the late morning people began to gather for the
noon ceremonies, drawn, it would seem, by curiosity as much as
by hope. Nearly one hundred thousand assembled in the
grounds before the Capitol, standing in quiet groups, sitting
on benches, watching from roof-tops. Some climbed the bare,
sleet-hung trees. As they waited, they murmured among them-
selves. “What are those things that look like little cages?” one
asked. “Machine-guns,” replied a woman with a nervous
giggle. “The atmosphere which surrounded the change of
government in the United States,” wrote Arthur Krock, “was
comparable to that which might be found in a beleaguered
capital in war time.” The colourless light of the cast-iron skies,
the numb faces of the crowd, created almost an air of fantasy.
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2 PROLOGUE: 1933

Only the Capitol seemed real, etched like a steel engraving
against the dark clouds.? )

On the drive from the White House to th,c Capitol, the re-
tiring President, his eyes lowered, his expression downcast, did
not try to hide his feelings. The nation which had ltnelped him
rise from a poor Iowa farm to wealth and power, which h.e had
repaid with high-minded and unstinted service, had rejected
him. “Democracy is not a polite employer,” Herbert H.oov&‘r
later wrote. “The only way out of elective office is to get sick or
die or get kicked out.” ? .

It was customary for the retiring President to ask his successor
for dinner on the night of the third of March; but Hoover had
declined to issue the usual invitation. At length, the White
House usher insisted that the President-elect must be given the
opportunity to pay his respects. Instead of the traditional dinner,
a tea was arranged for the afternoon of the third. It had been a
strained occasion in the Red Room, complicated by fruitless last-
minute discussions about the banking crisis. Finally the Presi-
dent-elect, recognising that Hoover was not in the mood to com-
plete the round of protocol, politely suggested that the President
need not return the visit. Hoover looked his successor in the eye.
“Mr. Roosevelt,” he said coldly, “when you are in Washington
as long as I have been, you will learn that the President of the
United States calls on nobody.” Franklin Delano Roosevelt,
hurrying his family from the room, returned to the Mayflower
Hotel visibly annoyed. “It was . . .” a close friend later reported,
“one of the few times I have ever seen him really angry.” ¢

Now Hoover sat motionless and unheeding as the car moved
through crowded streets towards the Capitol. Doubtless he
assumed the occasional cheers from the packed pavements were
for Roosevelt, and so not his to acknowledge. But for Roosevelt,
sitting beside him in the open car, these last moments belonged
to the retiring President; it was not for the President-elect to
respond to the faint applause. On they drove in uncomfortable
silence. Passing the new Commerce Building on Constitution
Avenue, Roosevelt hoped that at least this sight might tempt
the former Secretary of Commerce into an exchange of amiabili-
ties. then a friendly remark produced only an unintelligible
murmur in reply, the President-elect suddenly felt that the two
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men could not ride on for ever like graven images. Turning, he
began to smile to the men and women along the street and
to wave his top, hat.* Hoover rode on, his face heavy and
expressionless.

The fog of despair hung over the land. One out of every
four American workers lacked a job. Factories that had once
darkened the skies with smoke stood ghostly and silent, like
extinct volcanoes. Families slept in tar-paper shacks and tin-
lined caves and scavenged like dogs for food in the city dump.
In October the New York City Health Department had reported
that over one-fifth of the pupils in public schools were suffering
from malnutrition. Thousands of vagabond children were roam-
ing the land, wild boys of the road. Hunger marchers, pinched
and bitter, were parading cold streets in New York and Chicago.
On the countryside unrest had already flared into violence.
Farmers stopped milk-trucks along Iowa roads and poured the
milk into the ditch. Mobs halted mortgage sales, ran the men
from the banks and insurance companies out of town, intimi-
dated courts and judges, demanded a moratorium on debts.
When a sales company in Nebraska invaded a farm and seized
two trucks, the farmers in the Newman Grove district organised
a posse, called it the “Red Army"”, and took the trucks back. In
West Virginia, mining families, turned out of their homes, lived
in tents along the road on pinto beans and black coffee.®

In January, Edward A. O'Neal, an Alabama planter, head of
the Farm Bureau Federation, bluntly warned a Senate com-
mittee, “Unless something is done for the American farmer we
will have revolution in the countryside within less than twelve
months.” Donald Richberg, a Chicago lawyer, told another
Senate committee a few weeks later, “There are many signs that
if the lawfully constituted leadership does not soon substitute
action for words, a new leadership, perhaps unlawfully con-
stituted, will arise and act.” William Green, the ordinarily
benign president of the ordinarily conservative American
Federation of Labor, told a third committee that if Congress
did not enact a thirty-hour law, labour would compel employers
to grant it “by universal strike.” “Which would be class war,
practically?” interrupted Senator Hugo Black. “Whatever it
would be,” said Green, “it would be that. . . . That is the only
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language that a lot of employers ever understand—the language
of force.”” In the cities and on the farms, Communist
organisers were finding a ready audience, and a zealous
following.

Patrick J. Hurley, Hoover’s Secretary of War, ordered a
transfer of troops from a small Texas post to Kentucky. Torr!
Connally of Texas, rising in the Senate, accused the War Depart
ment of deliberately concentrating its armed units near the\
larger cities. “The Secretary of War, with a glitter of fear in’
his eye,” Connally reported, “referred to Reds and possible Com-
munists that may be abroad in the land.” The mayor of New
York, newly inaugurated, sought to reassure his city: “You're
going to have a Mayor with a chin and fight in him. T’ll pre-
serve the Metropolis from the Red Army.” But the next week
a group of Communists shoved their way through a police line
before the brownstone house in East Sixty-fifth Street where
Franklin D. Roosevelt was making his plans for the future.
Eleven Democratic leaders were having their picture taken on
the front steps; they stepped nervously into the house as the
Communists shook their fists and shouted: “When do we eat?
We want action!” (Among the politicians were Cordell Hull
and James F. Byrnes; they would have more to do with Com-
munists before they were through.) The police with a flourish
of night-sticks cleared the street.®

Elmer Davis reported that the leading citizens of one
industrial city—it was Dayton, Ohio—had organised a com-
mittee to plan how the city and the country around could
function as an economic unit if the power lines were cut and
the railroads stopped running. Over champagne and cigars, at
the Everglades in Palm Beach, a banker declared the country
on the verge of revolution; another guest, breaking the startled
silence, advised the company to “step without the territorial
boundaries of the United States of America with as much cash
as you can carry just as soon as it is feasible for you to get away.”
“There’ll be a revolution, sure,” a Los Angeles banker said on
a trans-continental train. “The farmers will rise up. So will
labour. The Reds will run the country—or maybe the Fascists.
Unless, of course, Roosevelt does something.” °

But what could he do? In February 1933 the Senate Finance
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Committee summoned a procession of business leaders to solicit
their'ideas on the crisis. Said John W. Davis, the leader of the
American bar: “] have nothing to offer, either of fact or theory.”
W. W. Atterbury of the Pennsylvania Railroad: “There is no
panacea.” Most endorsed the thesis advanced by the permanent
elder statesman Bernard Baruch: “Delay in balancing the
Budget is trifling with disaster.” And, as they spoke their lustre-
less pieces, the banks began to close their doors. “Our entire
banking system,” said William Gibbs McAdoo in exasperation
“does credit to a collection of imbeciles.” *°

But bankruptcy of ideas seemed almost as complete among
the intellectuals. “My heartbreak at liberalism,” wrote William
Allen White, “is that it has sounded no note of hope, made no
plans for the future, offered no program.” On the eve of
the inaugural, a leading American theologian pronounced an
obituary on liberal society. His essay was written, said Reinhold
Niebuhr, on the assumption that “capitalism is dying and with
the conviction that it ought to die.” Let no one delude himself
by hoping for reform from within. “There is nothing in history
to support the thesis that a dominant class ever yields its position
or its privileges in society because its rule has been convicted of
ineptness or injustices.” Others, in their despair, could only
yearn for a saviour. Hamilton Fish, the New York congress-
man, spoke for millions when he wrote to Roosevelt late in
February that in the crisis we must “give you any power that
you may need.” !

The images of a nation as it approached zero hour: the well-
groomed men, baffled and impotent in their double-breasted
suits before the Senate committee; the confusion and dismay in
the business office and the university; the fear in the country
club; the angry men marching in the silent street; the scramble
for the rotting garbage in the dump; the sweet milk trickling
down the dusty road; the noose dangling over the barn door;
the raw north-west wind blasting its way across Capitol plaza.

In the Capitol, the President-elect waited in the Military
Affairs Committee Room. Sober and white-faced, he sat in
silence, glancing at the manuscript of his inaugural address.
Huey Long, the senator from Louisiana, glimpsed him and
started to sweep into the room; then paused at the threshold
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and tiptoed away. Ten minutes before noon Roosevelt started
down the corridor towards the Senate, only to be stopped. “All
right,” he said, “we’ll go back and wait some more.” When the
moment arrived, he was to ride in his wheel-chair to the east
door; then walk thirty-five yards to the speaker’s stand.

A few moments before, in the Senate Chamber, the new Vice-
President, John Nance Garner of Texas, had taken his oath
office. There followed a rush from the Senate to the inaugurj
stand outside. The mass of people, swarming into the narrow
exit from the east doors of the Capitol, blocked the runway. In
a moment the congestion was hopeless. Garner and the retiring:
Vice-President, Charles Curtis of Kansas, had meanwhile:
reached the stand. The Texan, with no overcoat, shivered in
the harsh wind; he borrowed a muffler and wrapped it around
his neck. Near him Curtis disappeared into the depth of his fur
coat, looking steadily at the floor, apparently lost in memory.
Gradually, invited guests began to force their way through the
jam: members of the new Cabinet, half a dozen senators, the
new President’s wife, his mother, his tall sons. Eventually
Charles Evans Hughes, the Chief Justice of the United States,
made his appearance, erect and stately, a black silk skull-cap on
his head, his white beard stirred by the wind and his black robe
fluttering about his legs. In a leather-upholstered chair to the
left of the lectern sat Herbert Hoover.

The tension in the crowd mounted steadily with the delay.
Presently a Supreme Court attendant arrived bearing the family
Bible of the Roosevelts. Then, at last, the bugle sounded; and
Franklin Delano Roosevelt, intensely pale, leaning on the arm
of his eldest son James, walked slowly up the maroon-carpeted
ramp. The Marine Band, in its scarlet jackets and blue trousers,
finished the last bars of “Hail to the Chief”. There was a con-
vulsive stir in the crowd, spread over forty acres of park and
pavement; then cheers and applause. Mrs. Woodrow Wilson
waved a handkerchief. Bernard Baruch leaped upon a bench and
swung his black silk hat. Josephus Daniels, the new President’s
old chief, his eyes wet with tears, pounded vigorously with his
cane. A few rays of sunshine broke for a moment through the
slate clouds upon the inaugural stand.

The Chief Justice read the oath with dignity and power.
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Instead of returning the customary “I do,” Roosevelt repeated
the full oath. (“I am glad,” Hughes had written when the
President-elect suggested this. “. .. I think the repetition is
the more dignified and appropriate course.” '%) The family Bible
lay open to the thirteenth chapter of the First Corinthians.
“For now we see through a glass, darkly; but then face to face:
now I know in part; but then shall I know even as also I am
known. And now abideth faith, hope, charity, these three; but
the greatest of these is charity.”

Six days before, Roosevelt in his Hyde Park study, writing
with pencil on a lined, legal-sized yellow pad, had made a draft
of his inaugural address. Waiting in the Senate committee room
on inauguration day, he added a new opening sentence to his
reading copy: “This is a day of consecration.” But, as the great
crowd quietened down, the solemnity of the occasion surged
over him; he said, in ringing tones: “This is a day of national
consecration.” 3

Across the country millions clustered around radio sets. The
new President stood bareheaded and unsmiling, his hands grip-
ping the lectern. The moment had come, he said, to speak the
truth, the whole truth, frankly and boldly. “Let me assert my
firm belief that the only thing we have to fear is fear itself—
nameless, unreasoning, unjustified terror which paralyses needed
efforts to convert retreat into advance.” The speaker flung back
his head. “In every dark hour of our national life a leadership
of frankness and vigour has met with that understanding
and support of the people themselves which is essential to
victory.”

The bounty of nature, he continued, was undiminished.
“Plenty is at our doorstep, but a generous use of it languishes in
the very sight of the supply.” Why? Because the rulers of the
exchange of mankind’s goods “have failed through their own
stubbornness and their own incompetence, have admitted their
failure, and have abdicated. . . . They have no vision, and
when there is no vision the people perish. The money changers
have fled from their high seats in the temple of our civilisation.”
The crowd delivered itself of its first great applause. “There
must be an end,” Roosevelt went on, “to a conduct in banking
and in business which too often has given to a sacred trust the



8 PROLOGUE: 1933

likeness of callous and selfish wrong-doing.” Again the crowd
shouted.

“This Nation asks for action, and action now. . . . We must
act, and act quickly. . . . We must move as a trained and loyal
army willing to sacrifice for the good of a common discipline,
because without such discipline no progress is made, no leader-
ship becomes cffective. It may be,” he said, “that an unpre-
cedented demand and need for undelayed action may call, for
temporary departure from that normal balance of public pro-
cedure.” If Congress should fail to enact the necessary measutes,
if the emergency were still critical, then, added Roosevelt
solemnly, “I shall ask the Congress for the one remaining
instrument to meet the crisis—broad Executive power to wage
a war against the emergency, as great as the power that would
be given to me if we were in fact invaded by a foreign foe.”
The crowd thundered approval in a long, continuing demonstra-
tion—the loudest applause of the day.

Roosevelt—"his face still so grim,” reported Arthur Krock,
“as to seem unfamiliar to those who have long known him”—
did not acknowledge the applause. Nor, indeed, did all share the
enthusiasm. Some who watched the handsome head and heard
the cultivated voice mistrusted what lay behind the charm and
the rhetoric. “I was thoroughly scared,” the retiring Secretary
of State, Henry L. Stimson, wrote in his diary. “. . . Like most
of his past speeches, it was full of weasel words and would let
him do about what he wanted to.” Edmund Wilson, covering
the inaugural for the New Republic, saw “the old unctuousness,
the old pulpit vagueness,” the echoes of Woodrow Wilson’s
eloquence without Wilson’s glow of life behind them. “The
thing that emerges most clearly,” wrote Wilson, “is the warn-
ing of a dictatorship.”

But the unsmiling President showed no evidence of doubt.
“We do not distrust the future of essential democracy,” he said
in summation. “The people of the United States have not failed.
In their need they have registered a mandate that they want
direct, vigorous action. They have asked for discipline and
direction under leadership. They have made me the present
instrument of their wishes. In the spirit of the gift I take it.”
Herbert Hoover stared at the ground.
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The high clear note of the cavalry bugles announced the
inaugural parade. Franklin Roosevelt, in the presidential car,
waved greetings, to the crowd along the way—men and women
now curiously awakened from apathy and daze. The horsemen
wheeled into line, and the parade began.

In Washington the weather remained cold and grey. Across
the land the fog began to lift.






PART ONE

THE GOLDEN DAY






CHAPTER 1I

DARKNESS AT NOON

Lroyp GEorcE rose in the House of Commons. “I hope we may
say,” he said with emotion, “that thus, this fateful morning,
came to an end all wars.” !

Many men on that November day in 1918 cherished no less
magnificent a vision of the future. If the shock of world war
had warned of a civilisation on the edge of disaster, then the
experience of victory now suggested that men had w1th1n them
the resources for salvation. For, if war meant slaughter and
destruction, it also meant the common dedication to an end
larger than self or profit. In such a spirit civilisation could be
reborn.

War thus offered hope. And it offered in addition a vast
release of energy—the release that came from the breaking of
moulds, the diversion of lives from accustomed channels. When
boys who should have been at school held in their hands the
power of life and death, what could they not now do to rebuild
the tormented world? The atmosphere trembled everywhere
with anticipation of change. It was the moment of revolution
in Russia and imminent revolution in Germany, of Wells and
Shaw and the Webbs and the Fabian hope, of ferment and faith.
It seemed a time of illimitable possibility.

And nowhere was it felt more a young man’s world than at
Versailles, where in the spring of 1919 the victors gathered to
make the peace. The old men might retain the power of
decision, but the young believed that they could propose the
plans and define the choices. The official exegesis for Woodrow
Wilson’s Fourteen Points had been prepared by Walter Lipp-

13



14 THE GOLDEN DAY

mann, aged thirty. Joseph C. Grew, aged thirty-nine, was
secretary-general of the American Commission; Norman H.
Davis, aged forty, its financial adviser. The reparations provision
of the settlement was in the charge of John Foster Dulles, aged
thirty-one, and his younger brother Allen, aged twenty-six, was
a key member of the American secretariat. William C. Bullitt,
aged twenty-eight, was chief of intelligence for the Ame&ican
delegation while Adolf A. Berle, Jr.,, aged twenty-four,| was
acting chief of the Russian section. Edwin M. Watson, ged
thirty-five, was President Wilson’s military aide. As counsel\ for
the American Zionists, Benjamin V. Cohen, aged twenty-five,
was working to secure a homeland for the Jews.

The young men circulated on the periphery of power. If, as
realists, they were fascinated by its exercise, they were as
idealists passionately concerned that it create a world adequate
to the needs of mankind. Bill Bullitt was characteristic, though
more explosive than the rest. In his career in these bitter
months, the idealism of youth clashed most sharply with the dis-
illusionment of age and the necessity of nations.

I

Born in Philadelphia, reared in Rittenhouse Square, educated
at Yale, Bullitt was rosy-cheeked, bright, restless, charming, and
wilful. He had travelled widely and had a talent for historic
moments. One night in July 1914, when he was visiting Moscow
with his mother, he had been awakened by an uproar in the
streets. From his window in the Hotel National he watched the
angered crowd stream down the avenue from the Kremlin,
shouting for war. Later the Philadelphia Public Ledger sent
him back to Europe on Henry Ford’s Peace Ship; and, from
there, Bullitt, accompanied by his wife, moved on to cover the
war from inside Germany. “We feared to go to sleep lest we talk
indiscreetly,” Ernesta Drinker Bullitt noted in her diary when
they arrived in Hamburg. “That a dictograph was hidden in
the heater was a certainty, in Billy’s mind.” The dictograph in
the heater would always be a certainty for Billy, the symbol of
the romantic and conspiratorial temper which lay just under his
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urbanity and fun. (But it represented too an accurate fore-
boding of an age when, all too often, the dictograph would really
be in the heater.)z

Bullitt returned from Germany convinced that the Central
Powers presented a mortal threat to the United States. But war
could be justified only as a means to peace, and peace only if it
were founded on justice. Bullitt avidly followed the news from
Russia. He read with excitement the speech in which Woodrow
Wilson launched the Fourteen Points. The voice of the Russian
people, Wilson said, seemed to him “more thrilling and more
compelling than any of the many moving voices with which the
troubled air of the world is filled.” The treatment accorded
Russia by her sister nations, the President continued, must be
the “acid test” of their good will.®

Determined to share in the great work of peace, skilled, con-
fiding, and useful, Bullitt won the support of Colonel House and
an assignment at Versailles. The question of Russia loomed over
the peace conference; and Bullitt suggested that the best way to
find out whether the Bolsheviks would enter the concert of
Europe would be to ask them. Early in 1919, Bullitt, under
orders from Wilson and Lloyd George, set out to see whether
terms could be negotiated. In his party was Lincoln Steffens,
the veteran American muck-raker; also a male secretary, with
whom, throughout the trip, Bullitt wrestled and tumbled, as
Steffens said, “like a couple of bear cubs along the Arctic Circle.”

The mission succeeded beyond expectation. Bullitt obtained
from Lenin terms far more favourable to the Allies than anyone
could have expected. It was Steffens after this mission who
replied, when Bernard Baruch asked him what Russia was like:
“I have been over into the future, and it works.” But Bullitt, if
less epigrammatic, was no less impressed. He wrote Wilson that
“no government save a socialist government can be set up in
Russia today except by foreign bayonets” and that “the Lenin
wing of the Communist party is today as moderate as any
socialist government which can control Russia.”

Bullitt returned to Paris brimming with enthusiasm. He
reported to Colonel House, who congratulated him; then,
Wilson not being immediately available, he breakfasted with
Lloyd George and told him the news. But Wilson, whether
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because of pique that Bullitt had talked to House and Lloyd
George first or for other reasons, declined to see him. New forces
conspired against a settlement with the Bolsheviks. The Con-
servative press in London and Paris denounced the idea; and
when in April the White divisions of Admiral Kolchak seemed
to be pushing the Reds back, the Bullitt proposals dropped out of
the picture. Questioned in the Commons, Lloyd George casually
said: “I know nothing of a journey some young Americans \Kcre

reported to have made to Russia.” * \

m

On a May night in a private room at the Crillon, the “young
Americans” gathered to discuss the emerging shape of the peace.
Steffens was the only older man present. For the rest, there were
Bullitt, Berle, Samuel Eliot Morison, Christian A. Herter, and
others. Bullitt saw nothing ahead but disaster. He said here,
perhaps for the first time (though not for the last), that he
planned to go to the Riviera to lie on the sand and watch the
world go to hell. Most of the company agreed. The proposed
treaty was a betrayal; this was no new order, but rather the evil
old conspiracy of naked force; youth had once again been done
in by age.

Bullitt, Berle, and Morison advocated resigning from the
delegation. Someone asked what this would accomplish. Such
an act, it was suggested, had the futile gallantry of mosquitoes
charging a battleship. Berle replied hotly that in the long run
force was bcund to be temporary, that idealism was “America’s
sharpest sword” and would determine history. Over the coffee
(as Berle remembers it) Bullitt took up flowers from the table,
awarding red roses, badges of honour, to those who would
resign; to those who would not, he contemptuously tossed yellow
jonquils. It was late in the evening before the party broke up.
The young Americans, a little sad and lonely, dispersed in the
blue haze of the Place de la Concorde.s

Berle and Morison on May 15th, 1919, sent dignified letters to
Grew, protesting against the treaty as a flagrant abandonment of
Wilson’s pledges. Two days later Bullitt addressed a letter, more
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grandly to the President of the United States. “I am sorry,” he
wrote, “that you did not fight our fight to the finish and that you
had so little faith in the millions of men, like myself, in every
nation who had faith in you.” His words were bitter. “Our
Government,” he concluded, “has consented now to deliver the

suffering peoples of the world to new oppressions, subjections and
dismemberments—a new century of war.” ¢

v

And so the springtime hope began to fade. Herbert Hoover,
the director of American relief in Europe, awakened at four in
the morning by a messenger with the treaty draft, read it with
mounting anxiety. Unable in his concern to sleep, he walked the
empty streets in the Paris dawn, until he encountered General
Smuts, similarly distressed.” Later in the day they met with an
English economist, whose exquisite Cambridge superiority could
not conceal a brilliant intelligence. Like the young Americans,
John Maynard Keynes soon resigned from his delegation.
During the summer and autumn he composed a prophetic and
gloomy tract, The Economic Consequences of the Peace.

In September 1919, Senator Henry Cabot Lodge called Bullitt
to the hearings on the Versailles Treaty before the Senate Foreign
Relations Committee. Before gratified senators, Bullitt produced
official papers, memoranda of private conversation, and other
confidential matter to support a tale of betrayal. Robert
Lansing, Wilson's Secretary of State, called his conduct “despic-
able and outrageous.” But there could be no doubt about his
impact. “We are very much obliged to you indeed, Mr. Bullitt,”
said Senator Lodge.

Four days before Bullitt’s testimony, Woodrow Wilson said at
Omaha: “I tell you, my fellow citizens, I can predict with
absolute certainty that within another generation there will be
another world war if the nations of the world do not concert
the method by which to prevent it.”* And thirteen days after-
wards, the President, grey and exhausted, still pleading for the
League, now in Pueblo, Colorado, suffered his first collapse.

And the dream collapsed too. The golden moment became
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In 1896 the Populist spirit captured the Democratic party and
created William Jennings Bryan. In the later ’nineties the rise
in farm prices diminished the radicalism qf the countryside;
but the reform impulse only took other forms, the cities be-
coming the new source of reform energy. Where Populism was
driven by a sense of panic over what the farmers took as con-
spiratorial business domination, Progressivism emerged rather
from the feelings of distress experienced by settled comunity
leadership now threatened by a crude and grasping dlass of
nouveau riche. Middleclass in its outlook, moralistic!in its
temper, moderate and resourceful in its approach to prablems
of policy, Progressivism originated less than Populism. But it
executed much more.

The Progressive era was an unprecedented time of popular
education. The muck-rakers in press and magazines disclosed
the techniques of political and business corruption. And political
leaders sought to show how honesty and intelligence might pro-
vide the remedy. Thus there arose Robert M. La Follette of
Wisconsin, Charles Evans Hughes of New York, Hiram Johnson
of California, James M. Cox of Ohio—typical Progressive
governors, some Republicans, some Democrats, but all standing
for the enforcement of middle-class standards of civic decency
against greedy wealth and crooked politics. The greatest of them
all in his public impact was Theodore Roosevelt of New York.

11

Roosevelt transfixed the imagination of the American middle
class as did no other figure of the time. With his squeaky voice,
his gleaming teeth, his overpowering grin, and his incurable
delight in self-dramatisation, he brought everything he touched
to life. His capacity for moral indignation was unlimited; his
energy cascaded everywhere. He gathered into himself the
mounting discontent with which Americans were contemplating
business rule. By offering this discontent release in melodrama,
he no doubt reduced the pressure behind it for accomplish-
ment. La Follette and others complained of his “rhetorical
radicalism”. His cannonading back and forth, La Follette said,



THE NEW NATIONALISM 21

filled the air with noise and smoke, but, when the battle-cloud
drifted by, little had been achieved.® Yet Roosevelt’s personality
gave the reform movement a momentum it could hardly have
obtained from economics alone. He stirred the conscience of
America. Young men followed him in the service of the
common-weal as they had followed no American since Lincoln.

Theodore Roosevelt, indeed, was more complicated than he
sometimes seemed. He sensed with brilliant insight the implica-
tions of America’s new industrial might. At home, the indus-
trial triumph had rendered acute the problems of economic
justice and social peace. Abroad, it was thrusting America
irrevocably into world power politics. With all the boisterous-
ness of his personality, Roosevelt sought to awaken the nation
to a recognition of new responsibilities. And the only way these
responsibilities—domestic or foreign—could be met, he deeply
believed, was by establishing a “powerful National government”
and thus affirming national purpose as the guiding force in
public policy.

Ancestry and outlook equipped Roosevelt peculiarly for this
revival of a sense of national purpose. Coming from a well-
born family in New York, inheriting wealth and independence,
he considered himself above class allegiances. In particular, he
looked with disdain on the business community. “I do not dis-
like,” he wrote, “but I certainly have no especial respect or
admiration for and no trust in, the typical big moneyed men
of my country. I do not regard them as furnishing sound
opinion as regards either foreign or domestic policies.” There
was absolutely nothing to be said, he continued, for “govern-
ment by a plutocracy, for government by men very powerful in
certain lines and gifted with ‘the money touch’, but with ideals
which in their essence are merely those of so many glorified
pawnbrokers.” He stood equally, he declared, against govern-
ment by a plutocracy and government by a mob.*

He was fortified by the conviction that he was restoring an
older tradition of national purpose—the tradition of the
Federalists, about which he had written with such ardour as a
young historian. His admiration for Hamilton’s conception of
government was qualified only by regret over Hamilton’s
scepticism towards democracy. Jefferson, even though he was

B
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right about the plain people, was hopelessly wrong about the
rdle of the state. As Roosevelt’s younger friend Henry L.
Stimson liked to put it, government was not.“a mere organised
police force, a sort of necessary evil, but rather an affirmative
agency of national progress and social betterment.” ®

For national government to do its job, it had to be stropger
than any private group in society. Instead of regarding the
state as a possible tyrant, “as Jefferson did,” said Stimson, \“we
now look to executive action to protect the individual citizen
against the oppression of this unofficial power of business,”®
From very nearly the start of his Presidency, Roosevelt was
engaged in battles to vindicate the national will against its
boldest domestic challengers—the trusts and combines, the court
favourites of earlier Republican rule.

I

Roosevelt’s warfare against the trusts was neither very con-
sistent nor very effective. But his uncertainty derived less from
political expediency than from the fact that he had a more
complex vision of the problem than the old-fashioned trust-
busters. For a man like La Follette, with his ruthless simplici-
ties, the Sherman Anti-trust Act remained “the strongest, most
perfect weapon which the ingenuity of man could forge for
the protection of the people against the power and sordid greed
of monopoly.”” But for Roosevelt, who discerned an evolu-
tionary necessity in economic concentration, the Sherman Act
was an exercise in nostalgia.

Herbert Croly’s The Promise of American Life, published in
1909, the year when Roosevelt left the Presidency, added little
to Roosevelt’s programme. But it gave his instinct for national
assertion a persuasive setting in political philosophy. In a
thoughtful reconsideration of the national experience, Croly
saw the essence of the American faith in the careless belief
that the nation was “predestined to success by its own adequacy”.
The promise of American life had been too long considered
somehow self-fulfilling; the same automatic processes which had
taken care of the past would take care of the future. Croly
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sharply challenged this whole spirit of optimism and drift. The
traditional American confidence in individual freedom, he said,
had resulted in a morally and socially undesirable distribution
of wealth under which “the ideal Promise, instead of being
automatically fulfilled, may well be automatically stifled.” The
only hope was to transform the national attitude towards social
development, to convert the old unconscious sense of national
destiny into a conscious sense of national purpose, to replace
drift by management. What this meant, Croly said, was that
the national state would have to take an active and detailed
responsibility for economic and social conditions. It meant a
“more highly socialized democracy”, a “new nationalism”. The
theory of the Sherman Act, he added, operated as a “fatal bar”
to national planning.®

Croly was more interested in affirming a viewpoint than in
designing a programme; but others were ready to give the New
Nationalism its economics. George W. Perkins, of J. P. Morgan
and Company, himself one of the great trust organisers, felt
that modern technology had revolutionised the world and
rendered old-style competition obsolete. “What underlies ruth-
less competitive methods?” Perkins asked. “The desire to supply
the public with better goods at a lower price? Is that the
moving, impelling force behind it? Nonsense!” Competition,
he said, was simply a struggle for power at the expense of every-
thing else. “The entire path of our industrial progress is strewn
with the white bones of just such competition.” What had given
us exploitation, evil working conditions, unemployment, low
wages? Competition! “The Congressman who stands for a
literal enforcement of the Sherman Act,” declared Perkins,
“stands for the sweat shop and child labor.” Competition had
become “too destructive to be tolerated. Co-operation must be
the order of the day.”

The national government, Perkins said, had first undertaken
the supervision of the states, then of the banks, then of the rail-
roads; now, he said, it must undertake the supervision of big
business. Let the government license all inter-state corpora-
tions; and let the licensing system enforce federal standards
with respect to capitalism, trade practices, prices, and labour
policy. As for corporations, they must recognise that they had
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obligations to labour and to the public as well as to their stock-
holders. Let them work out plans for co-partnership; let them,
as he put it in a clumsy but expressive phrase, “people-ize”
modern industry; let them devise plans for profit-sharing, for
social insurance, for old-age pensions. In true co-partnership,
said Perkins, there would be “socialism of the highest, best and
most ideal sort”—socialism, in other words, which preserved the
right of private property.®

Perkins was sincerely impressed by the advantages of the
German cartel system—for social security, for economic stability,
for industrial growth, for national unity—and he wanted ito
propel American economic development in the same direction.
In 1910 he left Morgan’s and went up and down the country,
preaching the gospel to any group that would listen. In 1912
he gave over $250,000 to Roosevelt’s campaign. As for T.R,, he
valued Perkins’s ideas as much as his money.

T.R. discovered further stimulus in a book published in the
spring of 1912—Concentration and Control: A Solution of the
Trust Problem in the United States, written by Charles R. Van
Hise, a class-mate of La Follette’s at the University of Wisconsin
and later the University’s president. Agreeing with Perkins
about the inevitability of concentration, Van Hise asserted even
more strongly the indispensability of control. “If we allow con-
centration and co-operation,” he wrote, “there must be control
in order to protect the people, and adequate control is only
possible through the administrative commission.” *°

As his own thought clarified, and as his resentment of
William Howard Taft, his successor in the Presidency, grew,
Roosevelt became increasingly specific. Trust-busting seemed to
him madness—“futile madness”. “It is preposterous to abandon
all that has been wrought in the application of the cooperative
idea in business and to return to the era of cut-throat competi-
tion.” But acceptance of bigness could not be allowed to mean
surrender to bigness: this was the test of democratic -govern-
ment. “The man who wrongly holds that every human right
is secondary to his profit,” Roosevelt declared, “must now give
way to the advocate of human welfare, who rightly maintains
that every man holds his property subject to the general right
of the community to regulate its use to whatever degree the
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public welfare may require it.”** To whatever degree: this was
strong language, even for Teddy Roosevelt.

v

One other force contributed vitally to Roosevelt’s developing
philosophy. Mastery of private bigness was only half the job;
the other half was help for the individual cast adrift in the great
society. Here the New Nationalism absorbed the new experience
of social work as well as the new teachings of the Social Gospel.

Both the Social Gospel and social work had arisen in the late
nineteenth century as non-political responses to the miseries and
injustices of the industrial order. Socially-minded ministers
began to remind their parishioners that Christians had duties
towards their fellow men, that Christian morality was relevant
to slums and sweat-shops, and that the Christian task would not
be completed until the social order itself had been Christianised.
“The Christian law,” said Dr. Washington Gladden, “is meant
to live by, to do business by, to rule politics.” When society was
transformed by Christian faith, “rotten politics and grinding
monopolies would shrivel and disappear; under its banner light
and beauty, peace and plenty, joy and gladness would be led in.”

This goal, the advocates of the Social Gospel reckoned, could
be achieved within history; the Kingdom of God would, in due
time, realise itself on earth. But it could not be achieved by the
Churches alone. “There is a certain important work to be done,”
wrote Gladden, “which no voluntary organization can succeed
in doing—a work which requires the exercise of the power of
the state.” Nor was this likely to be the existing state, con-
trolled, as it was, by the business class. “If the banner of the
Kingdom of God is to enter through the gates of the future,”
said Walter Rauschenbusch, the most searching theologian of
the Social Gospel, “it will have to be carried by the tramping
hosts of labor.” 12

Gladden and Rauschenbusch, in rousing the conscience of
modern Protestantism, thus predisposed it both towards an
affirmative theory of the state and towards a belief that the
power of business must be offset by the power of labour. The
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formation of such organisations as the Methodist Federation for
Social Service in 1907 and the Federal Council of Churches in
1908 signalled the spread of the Social Gocpel through the
Protestant Churches.

What was faith for the apostles of the Social Gospel becaine
works for the men and women of the settlement houses. The
first heroine of social work was Jane Addams of Hull-House dn
Halsted Street in Chicago. Soon after, Lillian Wald set up the
Henry Street Settlement in New York. Hull-House, Henry
Street, and their counterparts in other cities gave the middle
class its first extended contact with the life of the working class—
with the sweat-shops, the child labour, the unsanitary working
conditions, the long hours, the starvation wages, the denial of
the right to organise. Relinquishing comfortable middle-class
homes, the social workers moved to the city slums and laboured
to create a breathing-space of hope for the poor, the immigrant,
and, above all, for the slum-born children.

This middle-class mission to the poor coincided with the re-
lease of energy which came from the new emancipation of
women. Hull-House and Henry Street, in particular, produced
an extraordinary group of women whose vitality and compassion
reshaped American liberalism. From Hull-House came Florence
Kelley, who became the driving force in the National Con-
sumers’ League. The idea of the United States Children’s
Bureau was Lillian Wald’s, and its first two chiefs—Julia
Lathrop and Grace Abbott—were from Hull-House. The same
hopes and ideals fired many younger women—Josephine Gold-
mark, Frances Perkins, Mary Dewson, Mary Anderson, Edith
Abbott. These were the “dedicated old maids”. Social work not
only relieved their middle-class conscience. It also provided an
outlet for their energy in a field which women could make
their own.

More than anyone else, Florence Kelley devised the new
techniques of social reform. The daughter of W. D. (“Pig-Iron”)
Kelley, the protectionist congressman, she was a socialist,
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a friend of Friedrich Engels, and a whirlwind of courage,
vigour, and, in Frances Perkins’s phrase, “blazing moral indigna-
tion.” The National Consumers’ League had been established
in 1899 on the belief that the customer who bought sweat-shop
goods was as much the employer of sweated labour as the boss
of the shop. Under Florence Kelley’s direction, the League
battled against home manufacturers in tenements, against child
labour, against night work and excessive hours for women. The
League’s investigations turned up facts to stir the public
conscience. Then the League’s lawyers drafted bills, and the
League’s lobbyists sought to push them through legislatures.
The League thus initiated the fight for minimum-wage laws and
worked out a model statute, soon enacted in thirteen states and
the District of Columbia. When the law was challenged in the
courts, Florence Kelley rushed up to Boston to ask Louis D.
Brandeis to argue its constitutionality. For this purpose Brandeis
invented the famous “Brandeis brief”, which introduced the
heresy that the facts as well as the law were relevant to deter-
minations of community health and welfare.

Organisations like the Women's Trade Union League and the
Association for Labor Legislation carried on other aspects of
the fight for decent labour standards. It was from these middle-
class groups, and not from the trade unions, that the first
demand came for the abolition of child labour, for maximum-
hour and minimum-wage laws, and for social insurance. And
the opposition these reformers met from many business-men—
an opposition often camouflaged as solicitude for the “freedom”
of women to work twelve hours a day or of seven-year-old
children to strip tobacco leaves or twist artificial flowers in slum
tenements—deepened suspicion of business motives.

Hull-House, Henry Street, the Consumers’ League, and the
other organisations educated a whole generation in social
responsibility. Henry Morgenthau, Junior, Herbert Lehman,
and Adolf A. Berle, Junior, all worked at Henry Street; Frances
Perkins, Gerard Swope, and Charles A. Beard at Hull-House
(where John Dewey was an early member of the board of
trustees); Sidney Hillman at both Hull-House and Henry Street;
Joseph B. Eastman at Robert A. Woods’s South End House in
Boston; an Iowa boy coming east from Grinnell College in 1912
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went to work at Christadora House on the lower East Side of
New York—his name, Harry Hopkins. Through Bell Mosko-
witz the social work ethos infected Alfred E. Smith; through
Frances Perkins and others, Robert F. Wagner; through Eleanor
Roosevelt, active in the Women’s Trade Union League and a
friend of Florence Kelley’s and Lillian Wald’s, Franklin D.
Roosevelt.

And, for all the appearance of innocence and defencelesdness,
the social workers apparatus wielded power. “One could not
over-estimate,” observed Wagner, “the central part played by
social workers in bringing before their representatives in Gon-
gress and state legislatures the present and insistent problems
of modern-day life.” The subtle and persistent saintliness of
the social workers was, in the end, more deadly than all the
bluster of business. Theirs was the implacability of gentleness.’?

VI

Among politicians, no one responded more alertly than
Theodore Roosevelt. In the early ’eighties he had led the fight
in the New York legislature against cigar-making in tenement
houses. As President, he hailed the Consumers’ League as early
as 1907; and his White House conference on children gave social
work, said Jane Addams, “a dignity and a place in the national
life which it never had before.” Nor was the alliance unnatural.
The inner logic of social work was, to a considerable degree,
noblesse oblige and paternalistic; the bias was more towards
helping people than towards enabling them to help themselves.
The case-worker often felt she knew best. T.R. always knew
best too.

In the meantime, the Progressives in the Republican party
were pressing their battle against the Taft administration. La
Follette had been their original candidate; but early in 1912
Roosevelt announced his availability. When the Republican
convention re-nominated Taft, Roosevelt decide to quit the
party. Before his own convention, he met with a group of lead-
ing social workers and adopted a programme recently drawn
up by the National Conference of Social Work. “Our best
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plank,” he later wrote of the Progressive platform, “the plank
which has really given our party its distinctive character, came
from them. . . . [The social workers] are doing literally invalu-
able work.” At the convention, Jane Addams was among those
seconding his nomination.!*

Roosevelt’s movement reached its climax at Chicago in
August. Before a crowd gone mad, T.R., strong as a bull moose,
challenged his followers to stand at Armageddon and battle for
the Lord. Across the nation young men rose to his call: Gifford
Pinchot of Pennsylvania; Harold Ickes and Donald Richberg of
Illinois; William Allen White and Alfred M. Landon of Kansas;
George W. Norris of Nebraska; Frank Knox of Michigan;
Henry A. Wallace of Iowa; Felix Frankfurter and Norman
Thomas of New York; Francis Biddle of Pennsylvania; John G.
Winant and Charles W. Tobey of New Hampshire; Dean
Acheson of Connecticut.



CHAPTER 1V

THE NEW FREEDOM

For THEIR PART, the Democrats in 1912 nominated Woodrow
Wilson, the governor of New Jersey. Wilson brought qualities
as unusual as those of Theodore Roosevelt to American politics.
The two men had much in common: cultivation, knowledge,
literary skill, personal magnetism, relentless drive. But, where
Roosevelt was unbuttoned and expansive, Wilson was reservéd
and cool; no one known to history ever called him “Woody” or
“W.W.” Both were lay preachers, but where Roosevelt was a
revivalist, bullying his listeners to hit the sawdust trail, Wilson
had the severe eloquence of a Calvinist divine. Roosevelt’s
egotism overflowed his personality; Wilson’s was a hard con-
centrate within. Roosevelt’s power lay in what he did, Wilson’s
in what he held in reserve.

Erect in bearing, quick in movement, tidy in dress, with
sharp eyes and a belligerent jaw, Wilson, when not overcome
by self-righteousness or moral fervour, had humour and charm.
For all his professorial background, he showed considerable
aptitude for politics. He was, in particular, a powerful orator—
as the nation discovered in 1912 when he outlined his alterna-
tive to the New Nationalism in a series of notable speeches.
Declaring “a new social age, a new era of human relation-
ships . . . a new economic society,” Wilson summoned his
countrymen to the task of liberating the nation from the new
tyranny of concentrated wealth. “When we undertake the
strategy which is going to be necessary to overcome and destroy
this far-reaching system of monopoly,” he said, “we are rescuing
the business of this country, we are not injuring it; and when

30
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we separate the interests from each other and dismember these
communities of connection, we have in mind . . . that vision
which sees that no society is renewed from the top but that
every society is renewed from the bottom.” This was the New
Freedom.

Wilson vigorously rejected theories of the paternal state.
Hamilton had no charm for him: “a great man, but, in m
judgment, not a great American.” The philosophy of America
was equal rights for all and special privileges for none—*“a
free field and no favour.” “I do not want to live under a
philanthropy,” Wilson said. “I do not want to be taken care
of by the government. ... We do not want a benevolent
government. We want a free and a just government.”

He cherished the Jeffersonian dream. Yet he began to give
his Jeffersonianism significant new inflections. As he had read
the “spirit of Jefferson” as late as 1906, it had enjoined him to
eschew nearly all forms of public intervention in the economy.
But the very goal of dismantling the system of special privilege
called for action by the state. In the end, he set the Jeffersonian
theory of the state on its head: “I feel confident that if Jeffer-
son were living in our day he would see what we see. . . . With-
out the watchful interference, the resolute interference of the
government, there can be no fair play.” And his experience as
governor soon increased his tolerance of governmental power.
Political ambition at the same time sharpened his sensitivity to
popular discontents; and contacts with William G. McAdoo
and Louis D. Brandeis in the 1912 campaign completed the
transformation of his Jeffersonianism from a counsel of in-
action to a doctrine with a cutting edge. Under the pressure
of responsibility, he was coming to see that if he aspired to
Jeffersonian ends he might have to relinquish Jeffersonian
means.

I
In McAdoo, Wilson found a business-man with a free-wheel-

ing operator’s animus towards Wall Street and with developed
ideas about business reform. A Georgian by birth, a New Yorker
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by residence, a lawyer by training, a promoter by temperament,
McAdoo, who was forty-nine years old in 1912, had built the
first tunnel under the Hudson and was now:-president of the
Hudson and Manhattan Railroad Company. Tough and
energetic, he observed insistently to the business community
that corporations must be the servants, not the masters, of
the people; that “the public be damned” approach had t¢ be
replaced by “the public be pleased.” His reading of America’s
economic development was diametrically opposite to that of
George W. Perkins. Where Perkms wrote that the modérn
corporation’s underlying cause was “not the greed of man for
wealth and power, but the working of natural causes—of
evolution,” McAdoo rejoined: “These great combinations are
not the natural outgrowth of new economic conditions and
complex civilisation. They are more like the artificial product
of the unrestrained activities of ambitious men of highly-
developed acquisitive power.” ‘

What could be done about them? “For my part,” rcpliéd
McAdoo, “I believe that all the powers of the nation should be
exerted to preserve competitive conditions.” Regulation could
be attempted; but regulation was only possible through com-
missions; and the real question was: Who would control the
commissions? “Unregulated competition is better than regulated
monopoly,” said McAdoo early in 1911, thrusting some new
phrases into the controversy, “but regulated competition is better
than either.” 2

Louis D. Brandeis carried the analysis a few steps further.
Born in 1856 in Louisville, Kentucky, Brandeis had graduated
from the Harvard Law School and then settled down to an
immensely successful law practice in Boston. His analytical
brilliance and his tenacious advocacy worn him the clients who
could pay most for these talents. By 1907 Brandeis was a
millionaire. But, for an idealist, bred in the tradition of the
Revolution of 1848, material success was hardly enough. Begin-
ning in the ’nineties, he had developed a second career—this
time as a “people’s lawyer”, working without fee in the public
interest, moving from local problems (street-car franchises) to
state (savings bank life insurance) and then to regional (the New
Haven railroad). Starting in 1907, he came to national attention



THE NEW FREEDOM 33

as counsel for the Consumers’ League in a series of notable tests
of hours and wages legislation.

He was a tall, stooped figure, with longish grey hair, deep-set
eyes, a face of melancholy nobility and brooding wisdom, and
something of the aspect of a Jewish Lincoln. In combat, his
wrath aroused, he displayed the stern righteousness of an Old
Testament prophet; this sometimes made it hard for him to
believe that his opponents, too, had honest motives. But in
relaxation, talking among friends, a tinge of Kentucky drawl
still in his voice, he had rare serenity of spirit.

For Wilson, Jeffersonianism had been a faith; Brandeis seemed
to transform it into a policy. He bluntly denied the major
premise of the New Nationalists. Economic bigness, he said,
was not inevitable. It did not come from the necessities of the
machine age. It was not the inescapable result of the movement
towards efficiency. It was the creation, not of technology, but of
finance. It sprang from the manipulations of the bankers, eager
to float new securities and water new stocks.

The mania for consolidation, Brandeis believed, could end
only in the strangling of freedom: J. P. Morgan was the
socialists’ best friend, because, after he was through with his
work, socialism would have so little left to do. “Just as Emperor
Nero is said to have remarked in regard to his people that he
wished that the Christians had but one neck that he might cut
it off by a single blow of his sword, so they say here: ‘Let these
men gather these things together; they will soon have them all
under one head, and by a single act we will take over the whole
industry.” ”

Where Croly was concerned with the morale of the nation,
Brandeis was concerned with the morality of the individual.
The curse was bigness: “we are now coming to see that big
things may be very bad and mean.” For, though business and
government might increase indefinitely, men would always
remain the same size. Excessive power was the great corrupter.
To bestow more power on men than they could endure was to
change the few into tyrants, while it destroyed the rest. Central-
isation enfeebled society by choking off experiments and drain-
ing talent from the community into the centre. Nor could one
pin faith on government regulation: “remedial institutions are
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apt to fall under the control of the enemy and to become instru-
ments of oppression.” In the end responsibility was the only
developer—the institutions of the state and the economy must
be proportioned to the capabilities of man. The growth of the
individual, Brandeis concluded, was “both a necessary means
and the end sought.” ?

ur

Here was the reformulation of Jeffersonianism towards which
Wilson had been groping. His first meeting with Brandeis in
August 1912 was an instant success. The problem, Wilson
agreed, was not to regulate monopoly but to regulate competi-
tion; and he soon asked Brandeis for a programme. Competition,
Brandeis replied, could and should be maintained in every
branch of private industry. Where monopoly could not be
avoided, industry should be “owned by the people and not by
the capitalists.” Government regulation of monopoly, he con-
tinued, was a delusion; either break the power up or take it
over. The nation must choose between industrial absolutism,
tempered by government control, and industrial liberty.*

Thus the New Freedom, and to this summons, too, young men
rallied—W. G. McAdoo and Franklin Delano Roosevelt of New
York, Cordell Hull of Tennessee, John N. Garner and Sam
Rayburn of Texas, Homer Cummings of Connecticut, Dan
Roper of South Carolina, Joseph E. Davies of Wisconsin.



CHAPTER V

NATIONALISING
THE NEW FREEDOM

THE parTISANS of 1912 had no doubt that they were debating
fundamentals. To the followers of Wilson, the New Nationalism
was a menacing tyranny, in which the twin giants of business
and government would grind the individual to sand. To the
followers of Roosevelt, the New Freedom harked back im-
potently to the Jeffersonian past—]Jeffersonianism restated, to be
sure, in terms of finance capitalism, but obsolete nonetheless in
the assumption that the system, once reformed, could run by
itself. Wilson and Roosevelt thus raged at each other over the
trust issue as if they stood on opposite sides of an impassable
abyss.

“This difference in the economic policy of the two parties,”
declared Brandeis in 1912, “is fundamental and irreconcilable.” !
The New Nationalists could not agree more. Nor did Wilson's
election and his initial policies reassure them. As late as 1914
Croly dismissed Wilson’s programme as a mere “revival of
Jeffersonian individualism,” lacking in a sense of national
purpose, oblivious to the fact that “the nationalism of Hamilton,
with all its aristocratic leaning, was more democratic, because
more constructively social, than the indiscriminate individualism
of Jefferson.” The young historian Charles A. Beard, fresh from
his bold researches into the origins of the Constitution, con-
curred: agrarian democracy had been Jefferson’s futile ambition,
“Just as the equally unreal and unattainable democracy of small
business is Wilson's goal.” The acute and fluent journalist
‘Walter Lippmann, only lately resigned from the Socialist party,

35
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contrasted the Wilsonian policy of drift with the Rooseveltian
policy of mastery. As George Perkins summed it up with scorn,
the “New Freedom had better be called the Old Bondage.” *

But the gap soon turned out to be less impassable than it had
first appeared. Roosevelt did not—as Wilson charged—want to
make monopoly universal, any more than Wilson—as Roogevelt
replied—wanted to break up every corporation in the couptry.
In abusing each other and misrepresenting each other’s views,
they obscured the fact that their agreements were actually
greater than their differences. Whether the objective wag to
regulate monopoly or competition, the method was to meet the
power of business by expanding the power of government. The
New Nationalism and the New Freedom alike affirmed the
necessity of active intervention in economic life by the state.

Wilson had already accepted this as the logic of twentieth-
century Jeffersonianism when he had shifted from his do-
nothing position of 1906 to his activism of 1912. “The pro-
gram of a government of freedom,” he said, “must in these
days be positive.” * Even Brandeis, for all his fear of bigness,
wanted the state not only to break up the trusts but to carry out
an extensive programme on behalf of labour and social security.

Others of Wilson’s associates looked even more genially on the
state. Colonel E. M. House, the quiet and self-effacing Texan,
soon to become the new President’s confidential adviser, had
published in 1912 Philip Dru, Admainistrator, a Utopian fantasy
in which the hero, fearful in the year 1920 that organised wealth
was about to end American freedom, scized power and pro-
claimed himself dictator. Dru had to divest himself, House
noted, of early states-rights predispositions; but he quickly
established a strong central régime, put corporations under
stringent national control (while declining to limit their size),
abolished holding companies, socialised the telephone and tele-
graph, enacted full-employment legislation, decreed federal old-
age and unemployment insurance, and in general set up a
nationalism so comprehensive that it might even have given
Theodore Roosevelt pause.* Yet, by 1918, Franklin K. Lane,
Wilson’s Secretary of the Interior, noted, “All that book has said
should be, comes about slowly, even woman suffrage. The
President comes to Philip Dru in the end.” *
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Still, it was less advice than circumstance which caused Wilson
to begin to bridge the abyss. The first pressure came from the
radical wing of the southern Democrats. Southerners of a more
genteel stripe, like Carter Glass of Virginia and Oscar W. Under-
wood of Alabama, were well satisfied with the New Freedom of
1912. But some of their colleagues had a more active conception
of government. Congressman Cordell Hull wanted a federal
income tax. Congressman Sam Rayburn, with Brandeis’s
assistance, had drawn up a bill to control the marketing of rail-
road securities. And, for the agrarian Democrats of the Bryan
school, champions of the cracker and the red-neck, haters of
Wall Street, the first New Freedom seemed especially meagre.
It was not enough, they felt, to whittle down class legislation
for the business community. The Wilson administration, they
believed, had a positive obligation to the poor. It must balance
Republican favouritism for big business by doing something
itself for small business and the farmers. The southern radicals
had their first triumph when they helped Bryan, Brandeis, and
McAdoo force a basic revision of Carter Glass’s bill for a
Federal Reserve system. Then they made another breach in
the conservative conception of the New Freedom by tacking on
to the Federal Reserve bill provisions for short-term credits for
farmers. Wilson soon found himself accepting what was, by his
theory of 1912, class legislation.®

At the same time, Wilson began to move in strange new
directions in the critical field of anti-trust policy. Brandeis, who
in 1912 had felt regulation to be worse than useless, now took
up the New Nationalist idea of a federal commission to super-
vise corporations. As a result came the laws of 1914 establishing
the Federal Trade Commission and giving it regulatory powers.
Worse, Brandeis soon recommended for appointment as chair-
man of the Commission on Industrial Relations the same
Charles Van Hise whose Concentration and Control had been
T.R’s bible two years earlier. The “fundamental and irrecon-
cilable” differences of 1912 had lost their sting by 1914.

As the election of 1916 approached, Wilson completed his
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acceptance of the main lines of the Progressive programme of
1912. He now stood clearly for strong government, for adminis-
trative regulation, for some intervention on behalf of the farmer
and the worker—in short, for affirmative federal action aimed to
produce equality of opportunity. In a basic respect, Roosevelt
seemed to have been right: the people’s government had P be
stronger than business if popular rule were to be effective.

I
\

While Wilson was appropriating its platform, the Progressive
party, already set back by the elections of 1914, was fighting for
its life. Its adored leader callously showed his new opinion of
his old crusade by suggesting that it might make Henry Cabot
Lodge its candidate in 1916. George W. Perkins, the party’s
angel, had also come to feel that the Bull Moose had out-lived
its usefulness. Whether the party was killed by Perkins, as
Harold Ickes believed, or by Wilson, its 1916 convention showed
that its time had passed.

As for the men and women who had battled for the Lord,
many now found to their surprise that the New Nationalism was
fulfilled in the New Freedom. As Walter Lippmann put it,
Wilson’s Democratic party was “the only party which at this
moment is national in scope, liberal in purpose, and effective
in action.” Herbert Croly, repenting his earlier scepticism,
announced his support for Wilson. Progressives like Bainbridge
Colby and Frederic C. Howe, Edward P. Costigan and Amos
Pinchot, Jane Addams, Lillian Wald, and Washington Gladden
turned to Wilson.”

And Roosevelt? “Like you, I am a radical,” he wrote to Harold
Ickes in December 1915. “I stand for every particle of our plat-
form in 1912; but overwhelmingly my chief interest at present
is in the relationship of the United States to the present
European situation.” The old radicalism still had moments of
life. In March 1918, T.R. moved far ahead of the Wilson
administration and set new goals for American liberalism in
demanding a system of old-age, sickness, and unemployment
insurance, public housing, and other reforms. But more and
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more in these years foreign policy consumed and, in the end,
exhausted him. Bitter because Wilson refused to use him in the
war, bitter more ‘essentially because of wasted years since 1908,
sick, tired, and unhappy, he died in the first month of 1919.

“Something went out of my life that has never been replaced,”
Ickes said a quarter-century later of the moment when he heard
of Roosevelt’s death. “I could only press my face into the pillow,”
wrote Donald Richberg, receiving word on a sick-bed in Chicago,
“and cry like a child.” 8
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evenings with other young men at the residence on Nineteenth
Street which Mr. Justice Holmes called the “House of Truth”.
It was even more the sense that the spirit of ‘national sacrifice
and the gestures towards national planning were the American
expression of a grand historical movement towards social justice.

11

No one uttered this conviction more earnestly than ]ol;n
Dewey, already accepted by the intellectual community as the
philosopher of American liberalism. What impressed Dewey
most in 1918 was what he called “the social possibilities of war”
—the use of technology for communal purposes, the subordina-
tion of production for profit to production for use, the organisa-
tion of the means for public control. War, he said, had given
the old belief in the sacredness of private property a blow from
which it could never recover. “No matter how many among the
special agencies for public control decay with the disappearance
of war stress,” said Dewey, “the movement will never go back-
ward.” ®

For the progressives, war was administering the coup de grace
to the old capitalism. “The truth is,” observed Donald Richberg,
“that no man of any political intelligence and economic vision
has been able to defend the existing economic order since the
World War laid bare its utter inadequacy and its insane con-
sequences.” Feeling that T.R.s progressivism had not gone
far enough, Richberg called broadly, if obscurely, for the
“democratization of industry.” Walter Weyl of the New
Republic was equally sanguine. “What_we have learned in
war,” he wrote, “we shall hardly forget in peace. . . . The new
economic solidarity, once gained, can never again be sur-
rendered.” It is little wonder that J. P. Morgan could remark
in the anxious winter of 1917-18 that the country was approach-
ing the condition of Russia. “Legislation is aimed and boastfully
aimed against business and [for] the destruction of values,” said
the great financier moodily. “But nobody can say anything or
do anything at the present time. Sentiment has got to run its
course.” ¢
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Wilson himself sounded the call for social reconstruction. In
a message to the special session of Congress, cabled from Paris
in May 1919, the President declared that the questxon of capltal
and labour “stands at the front of all others in every country.’
To meet this question, Wilson continued, America must move
on to “a new organization of industry,” a “genuine democratiza-
tion of industry,” a “co-operation and partnership based upon a
real community of interest and participation in control.” He
spoke of the rights of workers to share “in some organic way in
every decision” which affected their welfare. The vision was
vague, but it was clearly a long stride from the Jeffersonian
simplicities of 1912, with their faith in the economy’s automatic
harmonies.”

Government was plainly to be a major instrument of reform;
and, within the government, the energies of reform were
centring increasingly in McAdoo as the Secretary of the
Treasury. A widower, McAdoo had climaxed his lively career
by marrying Wilson’s young daughter Eleanor at a White
House wedding in 1914. As a sort of putative crown prince, he
looked with unbounded self-confidence on the paternal estate.
“What is Government for?” he said in a moment of wrath in
1915. “Is it something in a strait-jacket? Is it sitting in a corner
like a thing with palsied hands afraid to act, or is it something
vital?” ®* No one doubted his own answer to these questions.
In 1917 McAdoo persuaded Wilson to take over the railroads,
had himself appointed administrator, and carried out the job
with dash and dispatch. A few weeks after the Armistice
McAdoo suggested the possibility of extending federal control
over the railroads until 1924 to test unified operation on peace-
time. .

There were other proposals for new government activity
Josephus Daniels, the Secretary of the Navy, impressed by the
potentialities of wireless communications, presented a plan for
the federal ownership and operation of international radio. And
such official projects were only a pale reflection of the thinking
of enthusiasts in the nation, William Allen White, defining the
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programme of the western progressives for Lord Bryce in 1917,
spelled out the radical creed: railroad nationalisation; federal
old-age pensions; public operation “along socialistic lines” of the
natural resources—oil, water, power, forests, mines; and the
“genuine redistribution of the wealth of the country.” A year
later, White thought war-time price control should be made
permanent, and in another year he advocated a constitutionial
amendment giving Congress “unlimited powers” over industty
and commerce, with a national minimum wage and guarante
full employment.® \

By 1919 popular radicalism was at full tide. Glenn E. Plumb,
a Chicago lawyer, worked out for the railroad brotherhoods a
proposal for the nationalisation of the railroads. The American
Federation of Labor in its Denver convention called for the
extension of the Plumb plan to other industries. The United
Mine Workers voted for the nationalisation of the mines. And
in the background was an immense wave of strikes; never in
American history had so many workers been involved. A
general strike shut down Seattle in February. By autumn, the
surge of strikes in the basic industries—especially steel and coal
—suggested that the American labour movement, so long dor-
mant, was at last awake.

As in Paris, possibilities, for a wild moment, appeared illimit-
able. Hardly a fortnight passed without an essay in the liberal
weeklies on the imminence of a new social order. Talk of “revolu-
tion”—constitutional and peaceful, of course—was everywhere in
the air. For young men climbing out of their uniforms, the
world never seemed more alive. Any spring was a time of over-
turn, as John Dos Passos later wrote, but there were never such
currents of excitement breaking out on every side as in the spring
of 1919, when he and thousands of other young Americans came
back from France. Imperial America, Dos Passos remembered,
was all shiny with the new idea of Ritz. Whenever you went to
the movies, you saw Charlie Chaplin. In every direction the
countries of the world stretched out, starving and angry, ready
for anything turbulent and new.!®
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And yet, even as Wilson and the others talked most glowingly
of reconstruction, their projects began to crumble before their
eyes. War had produced a season of moral dedication. With
peace, selfishness returned. “It was,” wrote Donald Richberg, “as
though a hard frost overnight had killed the rank growth of war
emotions and ideals.” On every side he could hear the brittle
rustling of falling leaves.!* Disillusion began to be epidemic in
1919, not only with Bullitt and Berle and Keynes in Paris, but in
Washington, in New York, soon in every city of the country.

Wilson’s “democratization of industry” was the first to go. In
February 1919 he set up the Industrial Board, under George Peck
and Hugh 8. Johnson, to extend War Industries Board controls
through the transition period. But by May the Peek board, lack-
ing enforcement powers, lacking—what was more important—
support in the now fast unravelling national morale, began to
break up. McAdoo, who was tired of government and wanted
to make money, resigned from the Treasury immediately after
the Armistice. Wilson soon announced the return of the rail-
roads to private ownership. Congress rejected Daniels’s plan for
radio as a government monopoly. In one field after another
government contracted its activities. The only important war-
time agency to last was another McAdoo project, the War
Finance Corporation, where energetic Eugene Meyer planned to
use easy credit to help the economy through the vicissitudes of
reconversion. But Meyer had to fight hard for the W.F.C.
against the conservative views of McAdoo’s successors in the
Treasury, Carter Glass and David F. Houston.'?

From one field only did the government not recede; that was
the field of thought and expression. Randolph Bourne had been
right: war was indeed the health of the state. To give govern-
ment the power to do good, it now seemed, might be also to give
the power to do evil, and in 1919 the power to do evil survived.
Attorney-General A. Mitchell Palmer, it is true, had grounds for
concern; he had narrowly escaped death in the spring of 1919
when a bomb blew in the front of his house. But he generalised
his own experience into a national emergency. Looking back at
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the situation a year later, he swelled to his theme: “Like a
prairie-fire, the blaze of revolution was sweeping over every
American institution of law and order a year ago. It was eating
its way into the homes of the American workman, its sharp
tongues of revolutionary heat were licking the altars of the
churches, leaping into the belfry of the school bell, crawling
into the sacred corners of American homes, seeking to replace
marriage vows with libertine laws, burning up the foundatiqns
of society.” '*

On New Year’s Day, 1920, the Attorney-General order?}
simultaneous raids on radical centres through the country.
Palmer’s agents captured over 6,000 individuals, but only three
revolvers and no dynamite at all—not quite the raw material for
a great conspiracy. Yet his alarming noises did succeed in
spreading a contagion of fear. In Hartford, Connecticut, for
example, visitors at the jail inquiring after friends caught in the
raid were themselves arrested on the ground that this solicitude
was prima facie evidence of Bolshevik affiliation. . . . At ong
cabinet meeting, early in 1920, the President, trembling and
ghost-like, turned to his Attorney-General. “Palmer,” he said,
“do not let this country see red.” '*

A%

But it was too late. As Clemenceau slew the liberal dream in
Paris, so Palmer slew it in America; and, in each case, Woodrow
Wilson was the accomplice. To the liberals who had opposed
the war, all was coming about as they had foretold: war had
destroyed progressivism. Wilson had silenced some critics by
putting them in jail, commented Harold Stearns—others by put-
ting them in the government. To Stearns the liberal collapse
was the laboratory demonstration of the refusal of liberalism to
pursue its analysis whenever the results became embarrassing.
He called it the “technique of liberal failure.”!s

The pro-war liberals began to lose their confidence. The
veteran reformer, Frederic C. Howe—who had fought the pro-
gressive fight since the turn of the century, who had worked
with Tom Johnson and Newton Baker for municipal reform in
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Cleveland and had stood with T.R. at Armageddon, who had
served as Wilson’s Commissioner of Immigration at Ellis Island
and had dealt with T. E. Lawrence and Feisal on Near Eastern
questions at Versailles—saw the New Nationalism in a fresh
perspective. The liberals, he observed, were now persecuted by
the state they loved so much more fervently than did the federal
agents who spied upon them; and this persecution was the result
of a war which had promised democracy to all the world. If
but a few had actual indictments hanging over them, “all felt
a sentence suspended over their enthusiasms, their beliefs, their
innermost thoughts.” And he stood in the wreck of the progres-
sive movement, Howe saw his faith in big government fall
away; “I became distrustful of the state.” Many reformers
shared Howe’s disillusion. Even Harold Ickes, who had called
for the war in the best T.R. style and who rarely confessed
error, was convinced by Hiram Johnson in 1919 that he had
been wrong.'®

For a moment Johnson seemed to offer a last chance. Square,
thick-set, hard, dry, brimming over with resentment and gloom,
Johnson had stood out bravely against the hysteria. He had
been an excellent liberal governor of California; he had been
Roosevelt’s running mate in 1912; he was tough and masterful
and radical. The Republican Progressives gathered in Chicago
in the summer of 1920, hoping against hope that they could
put Johnson over. But the convention chose (or had chosen for
ity Warren G. Harding, the affable conservative from Obhio;
Johnson turned down the vice-presidential nomination; and the
designation of Calvin Coolidge of Massachusetts for the second
place perfected the most stand-pat ticket the Republicans had
put up for twenty years.

Dejectedly, the Progressives met for a last time after the con-
vention—Gifford Pinchot, William Allen White, Ickes, Donald
Richberg, a few others. Someone suggested that they should
continue to keep in touch as a group. Ickes, who had the mail-
ing list, silently resolved to call it a day. The Bull Moose crusade
was over. (During the campaign Josephus Daniels observed that
the Republicans were supposed to have swallowed the Bull
Moose. “If so,” he said, “they will have more brains in their
belly than they have in their head.”)!”
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The Democrats tried to keep their spirits up. Their conven-
tion, held in remote San Francisco, opened to a stirring defence
of Wilson and the League by Homer Cummings, the party’s
national chairman. As a great oil portrait of the President was
unveiled on the stage, a mood of affirmation began to come over
the hall. One delegation after another rose to take part in a
marching demonstration. Only the disgruntled braves) of
Tammany Hall sat silent, till suddenly the tall figure of !he
Assistant Secretary of the Navy arose to seize the New Yark
banner. For a moment, there was scuffling; then Franklin D.
Roosevelt broke free and, holding the standard high, joined the
marching parade.

In Washington, Wilson pathetically cherished the hope that
he might run for a third term. After the demonstration, it was
only with difficulty that Bainbridge Colby, the Secretary of
State, could be restrained from calling for Wilson's nomination
by acclamation. But the professionals believed that there was a
deep revulsion against Wilson through the country. After forty
ballots, they nominated James M. Cox, who had been a good
reform governor of Ohio. To complete the ticket, they chose
for Vice-President the Democratic Roosevelt, who had done a
first-class job in the Navy Department and had shown himself
a liberal in state politics. Cox and Roosevelt put up a gallant
fight. But Keynes was right: the liberals were at the dead
season of their fortunes. In November the people chose Harding
and Coolidge.

Washington, 1920, Hiram Johnson talking to a newspaper-
man. “The war has set back the people for a generation. They
have bowed to a hundred repressed acts. They have become
slaves to the government. They are frightened at the excesses
in Russia. They are docile; and they will not recover from being
so for many years. The interests which control the Republican
party will make the most of their docility.

“In the end, of course,” Johnson added, “there will be a
revolution, but it will not come in my time.” 8
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CHAPTER VIL

MAIN STREET IN THE WHITE HOUSE

1

O~ Frioay, February 1, 1919, Edward L. Doheny, the oil
millionaire, was holding forth in his splendid suite on the
s.s. Aquitania. The great danger to America, Doheny said,
was socialism—socialism and its offsprings, Communism and
Bolshevism. “A majority of the college professors in the United
States,” he said, “are teaching socialism and Bolshevism. . . .
William Boyce Thompson is teaching Bolshevism and he may
yet convert Lamont of J. P. Morgan and Co. Vanderlip is a
Bolshevist, so is Charles R. Crane. . . . Henry Ford is another
and so are most of those one hundred historians Wilson took
abroad with him.”!

On Friday, March 4, 1921, Doheny should have felt better.
The Bolshevists were now gone from Washington; and the new
administration was one in which men like Doheny, who had
contributed $25,000 to its arrival, felt at home. The change
from Woodrow Wilson to Warren Gamaliel Harding, from the
high-minded and lofty-visioned intellectual to the handsome
small-town sport, could not have been more reassuring.

Why Harding? The Republican party had far abler men in
1920. But somehow these men—General Leonard Wood and
Governor Frank Lowden, Hiram Johnson and Herbert Hoover—
cancelled one another out. In February 1920, Harding’s intimate
friend, Harry Daugherty, had predicted that ten or twenty
weary politicians, sitting around a table in the last days of a
deadlocked convention, would finally agree on Harding; and so
it came to pass. The nation, fatigued with the higher idealism,
accepted the decision.

S s
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Wilson, living on in Washington, watched Harding with
supreme contempt. It was reported that the former President
had coined the phrase “the bungalow mind” to describe his
successor. And, indeed, it was not inappropriate that the year
in which Sinclair Lewis published his famous novel saw Main
Street take over 1600 Pennsylvania Avenue. For Harding
exuded the atmosphere of a sleepy Ohio town—the shpdy
streets, the weekly lodge meetings, the smoking-room storjes,
golf on Sunday morning, followed by a fried chicken dinmer
and an afternoon nap. Alice Roosevelt Longworth, the daughter
of another Republican President and the wife of the Speaker of
the House, could never forget a typical White House scene—
the President’s study filled with cronies; cards and poker chips
on the table; whisky and tall glasses on the trays; the air thick
with cigar smoke; a general atmosphere of unbuttoned waist-
coats, feet on the desk, and spittle in the cuspidor. “Harding was
not a bad man,” observed Alice Longworth. “He was just-a
slob.” 2

Harding was not a bad man. He was kindly and amiable,
devoted in friendship and without malice in antagonism.
Where Wilson refused to release the Socialist Eugene Debs
from his Atlanta cell, Harding had no hesitation about com-
muting Debs’s sentence. Terre Haute and Marion, after all,
were much the same. ‘“We understand each other perfectly,”
exclaimed Debs, after a visit to the White House.* And Harding
had no illusions about himself. He was a joiner, a booster, a
glad-hander. This was the life he loved, and he wanted no
other. But relentlessly his wife—“the Duchess” he called her—
pushed her Warren on; and in the end, against his pathetic
wisps of better judgment, he found himself President of the
United States.

While he drank and gambled in the presidential mansion,
while he played the stock market from the presidential study
(he died owing a Cleveland brokerage house $180,000), while
his back-slapping friends from Ohio lined their pockets, Harding
still somehow sensed the dignity of the Presidency—and sensed,
too, his own inability ever to achieve it. In 1922, in an off-the-
record speech at the National Press Club, he recalled that his
father had once said to him that it was a good thing that he
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had not been born a girl: “You’d be in the family way all the
time. You can’t say No.” “My God, this is a hell of a job!”
Harding complained to William Allen White. “My God-damn
friends, White, they’re the ones that keep me walking the
floor nights!” Again: “This White House is a prison. I can’t
get away from the men who dog my footsteps. I am in jail.”
And again, to Nicholas Murray Butler: “I am not fit for this
office and should never have been here.” 4

n

The Presidency was more than a man. It was an institution,
making its own decisions, generating its own momentum, living
its own life. No matter how many afternoons the President
spent on the golf-course, how many evenings at the card-table,
the business of the Presidency went on. And in Charles Evans
Hughes as Secretary of State, in Andrew Mellon as Secretary
of the Treasury, in Henry C. Wallace as Secretary of Agricul-
ture, in Herbert Hoover as Secretary of Commerce, Harding
had men around him of ability and character.

But Harry Daugherty, his Attorney-General, was a small-
time fixer, shrill in the field of policy, dissolute in the field of
morals. When the railroad shopmen struck in 1922, Daugherty
convinced himself that it was a Communist attempt to over-
throw the government of the United States. “It is civil war,”
he told Harding, civil war instigated by Moscow; and he secured
a sweeping injunction charging the strikers with 17,000 crimes.
Hughes and Hoover found the injunction so outrageous that
they attacked it in Cabinet; but when Senator Burton K.
Wheeler of Montana protested publicly, the Attorney-General
of the United States was quick to denounce him as “the Com-
munist leader in the Senate.”®* And while Daugherty laboured
to save the republic from such Bolsheviki as Wheeler and
Donald Richberg, who was counsel for the striking unions, he
applied himself with even greater diligence to manipulating the
Department of Justice on behalf of old Ohio friends in the
Little Green House on K Street.

The Secretary of the Interior was of similar stripe. To
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William Allen White, the unkempt and ill-visaged Albert B.
Fall looked like a patent-medicine vendor—"“a cheap, obvious
faker. I could hardly believe my eyes.”® But Harding, who
greatly admired Fall, wanted to make him Secretary of State;
and Edward L. Doheny found him so irresistible that on
November 30, 1921, he conveyed to Fall a satchel contaifing
$100,000 in cash—a “loan”, conceived out of fondness for an
old friend, absolutely unconnected, Doheny later testified under
oath, with Fall’s decision to give Doheny a lease on the naval
oil reserves at Elk Hills in California. Doheny at last had found
a public official who was indisputably not a Bolshevist.

Daugherty and Fall were without shame. In time rumours
began to spread around Washington. Then a member of the
Ohio gang committed suicide just before Harding left on a trip
to Alaska in the summer of 1923. The President himself began
perhaps to have a sense of impending disaster. He suddenly
invited his Secretary of Commerce, Herbert Hoover, to join the
trip. Possibly Harding thought for a moment he wanted
Hoover’s counsel, but it soon seemed as if it was rather because
Hoover was a good bridge player. Certainly the President
played bridge compulsively in smoky, over-heated rooms, from
breakfast to midnight, seeking distraction in the everlasting fall
of the cards. When dummy, the Secretary rushed to ship decks
or observation cars to fill his lungs with fresh air.

Harding had never seemed more restless. “I cannot hope to
be one of the great presidents,” he said to Charles Michelson of
the New York World, “but perhaps I may be remembered as
one of the best loved.” One day he finally took Hoover aside
and asked him vaguely what he should do if, say, there were
scandals in the administration. The apprehensions were in-
definite but obsessive. By now the party was back in the Pacific
North-West, where the President, worn and haggard, resumed
his speaking schedule. Soon he was sick, laid low, it was stated,
by bad crab-meat (though no crab-meat was to be found on the
official menu). For a day or so he seemed to rally. Then, on
August 3, while his wife was reading him an article about him-
self from the Saturday Evening Post, he turned pale and gave a
shudder. In a few moments he was dead. (An Associated Press
reporter scored a beat on the story; his name was Steve Early,
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and he had worked for Franklin Roosevelt in the 1920 cam-
paign.) The Alaska trip gave Herbert Hoover a permanent dis-
taste for bridge. *He never played again.’

Slowly the funeral train made its way back to Washington,
the nation struck for a moment with genuine grief, hushed
crowds watching the train roll by, schoolchildren singing
“Nearer, My God, to Thee” at stations and cross-roads along
the way. Harding’s body lay in the East Room, a simple coffin
with four wreaths of flowers standing in the centre of the great
room. One August night, at two in the morning, Florence
Harding came down to look in the open coffin, where her
husband, rouged and lipsticked, had in the dimness almost the
colour of life. The Duchess called for a chair and sat by him,
speaking softly to him, her face close to his. “Warren,” she said,
“the trip has not hurt you one bit.” And then: “No one can
hurt you now, Warren.” 8



CHAPTER VIII

THE ETHOS OF NORMALCY

1

It was after midnight in Plymouth, Vermont. The white cottage
by the side of the road was dark, the little town still, when the
clatter of a motor-car suddenly broke through the night. In a
moment, a Western Union messenger from Bridgewater was
beating on the door of the Coolidge house. Calvin Coolidge’s
father sleepily lit a kerosene lamp and turned to open the
telegram. In a few moments the Vice-President, hurriedly
awakened, began to put on his best black suit. Soon Secretary
Hughes was urging him by long-distance telephone to come to
Washington for the swearing in. But Coolidge always knew
what he wanted. His father was a notary public; the house had
its family Bible; and at 2.47 by the rococo Victorian clock on
the mantel Calvin Coolidge took the presidential oath.!

Coolidge arrived at the Presidency at a propitious time. No
one yet knew how far the corruption had gone. It was only
clear that the country needed leadership which could inspire
moral respect. After the slackness and indolence of Harding, it
needed “character”. Who could supply it better than a Vermont
Yankee, reared in thrift and frugality, a fanatic for the old-
fashioned virtues?

The concept of “character” was basic in the morality of con-
servatism. J. P. Morgan had stated the principle at the Pujo
hearings just before the First World War. The committee
counsel asked him whether commercial credit was not based
primarily on property. “No, sir,” Morgan replied. “The first
thing is character.” Before money or property? “Before money
or anything else. Money cannot buy it.”* Nor was “character”
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a non-existent phenomenon, even if its definition sometimes
seemed restricted. In business, it was what distinguished a
Morgan from a Jim Fisk, a Dwight Morrow from a Doheny
or an H. F. Sinclair; in politics, an Elihu Root, a Henry Cabot
Lodge, an H. L. Stimson from a Blaine, a Foraker, or a Harding.
The men of character had culture, responsibility, a feeling of
noblesse oblige, a sense of standards.

They had once dominated both business and politics. But in
the post-war years they lost considerable ground. Not entirely:
foreign affairs were still considered their province, since it
suited their urbanity, their knowledge of languages, their taste
for foreign travel. So a Charles Evans Hughes could become
Secretary of State, or a Henry L. Stimson Governor-General of
the Philippines. But few cared about foreign affairs. “I was an
outsider,” wrote Stimson wryly years later. “I had been ‘sky-
larking’ in the Far East while America was doing business.” ®
Where things mattered, the high-minded conservatives counted
less and less. The typical big moneyed men, whom Theodore
Roosevelt twenty years before found so boring and absurd, were
now the insiders.

And, to a considerable degree, the men of character cheered
on the new dispensation. During the 1920’s Henry Cabot Lodge
commended Harding to his personal friends in Boston; and he
wrote so enthusiastically to Theodore Roosevelt of Albert Fall
that he later found the references embarrassing and struck them
out before publishing the correspondence. Similarly, when Fall
resigned from the Interior Department, the virtuous Herbert
Hoover sent him a cordial note, expressing hope for a quick
return to public life and adding rashly: “In my recollection,
that department has never had so constructive and legal a head-
ship as you gave it.” This was written before the Fall scandals
came out; but it was addressed to a man whom Charles Evans
Hughes found a long-winded bore, and whose humbuggery
seemed so patent that William Allen White could not believe
his eyes. (And, as early as March, 1922—a year before the
Hoover letter—Secretary Wallace had called attention to the
transfer of the naval oil leases)) As for Daugherty, William
Howard Taft, whom Harding made Chief Justice of the United
States, called him “one of the finest fellows I know.” ¢
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Thus the high-minded men contributed to their own degrada-
tion. Hughes, frosty and clear-headed, remained an exception.
In private, at least, he had few illusions. But Hughes was more
unapproachable than ever in these genial days. Except for
Wallace, he had no personal friends in the Cabinet. Even
Hoover complained that Hughes was “the most self-contained
man I ever knew. . . . He simply had no instinct for persgnal
friendship that I could ever discover.” > Most of the rest,
whether because of mistaken loyalties to party, or becausel of
naiveté about people, carelessly relaxed their standards. L
Chief Justice Taft, they described Harry Daugherty as “loyal
hard-working, disinterested, honest and courageous,” a veritable
Eagle Scout in politics; while Thomas J. Walsh and Burton K.
Wheeler, who exposed the Harding graft, were scandalmongers
and socialists.

Still, in time, not even the Tafts could reject Senator Walsh's
facts; and acceptance constituted a blow to the moral confidence
of the nation. It was this damage which Coolidge seemed so
qualified to repair. Indeed, the situation had almost been fore-
seen. No banking house better represented the cult of character
than J. P. Morgan; and in 1920 one of the two members of the
firm who most embodied this virtue wrote a letter to the other.
“In looking ahead in the next four or eight years,” said Dwight
Morrow to Thomas W. Lamont, “I think what America needs
more than anything else is a man who will in himself be a
demonstration of character. I think Coolidge comes more nearly
being that man than any other man in either party.”®

n

Morrow had known Coolidge since their college years at
Amberst in the ’nineties. Not everyone rated Coolidge so
highly. Yet no one could deny that this neat, well-brushed,
immaculate little Yankee, so laconic in public, so garrulous
in private, so self-centred and so self-satisfied, so wickedly
humorous, so thin-lipped and so sharp-eyed, had the authentic
tang of personality.

He had moved far from his rural Vermont childhood—*“I
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never saw a man,” exclaimed the British Ambassador, “who
looked less like the son of a farmer.” Entering law and politics
in Massachusetts, he had always been competent, taciturn,
and safe. The Boston police strike gave him as governor an
accidental reputation for swift decision and made him Vice-
President. But he had had little impact on Washington.
According to a young Republican editor in Michigan named
Arthur H. Vandenberg, Coolidge was “so unimpressive” that
he would probably have been denied re-nomination.

His speeches offered his social philosophy in dry pellets of
aphorism. “The chief business of the American people,” he said,
“is business.” But, for Coolidge, business was more than busi-
ness; it was a religion; and to it he committed all the passion of
his arid nature. “The man who builds a factory,” he wrote,
“builds a temple. . . . The man who works there worships
there.” He felt these things with a fierce intensity. William
Allen White, who knew him well, called him a mystic, a whirl-
ing dervish of business, as persuaded of the divine character of
wealth as Lincoln had been of the divine character of man,
“crazy about it, sincerely, genuinely, terribly crazy.”

As he worshipped business, so he detested government. “If
the Federal Government should go out of existence, the common
run of people would not detect the difference in the affairs of
their daily life for a considerable length of time.” The federal
government justified itself only as it served business. “The law
that builds up the people is the law that builds up industry.”
And the chief way by which the federal government could serve
business was to diminish itself; “the Government can do more
to remedy the economic ills of the people by a system of rigid
economy in public expenditure than can be accomplished
through any other action.” Economy was his self-confessed
obsession; it was “idealism in its most practical form”; it was
the “full test of our national character.”

As President, he dedicated himself to inactivity. “No other
President in my time,” said the White House usher, “ever slept
so much.” In his dozen or so waking hours, he did as little as
possible. In his Awtobiography he singled out one rule as more
important than any other: “It consists in never doing anything
that someone else can do for you.” In practice, he added another
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rule: say as little as possible. “The things I don’t say,” he
would dryly remark, “never get me into trouble.” Silence was
the best defence; it baffled and defeated the outside world.
Nine-tenths of the White House callers, he told Hoover, want
something they ought not to have. “If you keep dead-still they
will run down in three or four minutes. If you even cough or
smile they will start up all over again.” When a senator charged
in one day demanding that something be done, Coolidge, his
feet on the desk, said: “Don’t you know that four-fifths of bll
our troubles in this life would disappear if we would only sit
down and keep still?”

The main social events at the White House in Coolidge’s
time were his breakfasts: pancakes with Vermont maple syrup,
served promptly at eight, his large white collies wandering
about the room or licking the sugar out of the bottom of his
coffee-cup. On other mornings, he ate breakfast in his bedroom
while a valet rubbed his head with vaseline. When his faith
was not involved, he watched life with a quizzical air. His
humour was mordant and unpredictable. His eyes sometimes
shone with the peculiar gleam of a parrot about to give some-
one a tweak; and then deadly remarks snapped out of com-

ressed lips; or, in a mood of aimless mischief, he might press
all the bells in his room at once and disappear to fool the
servants, or he might play unfunny practical jokes on the
Secret Service men. He could be irascible and nasty, straining
all the understanding of his gracious wife. In the memory of
the White House usher, Theodore Roosevelt in his worst rage
was placid compared with Coolidge.”

To some his aphoristic self-confidence represented homely
folk wisdom; to others, intolerable smugness. To some his in-
action was masterly restraint; to others it was the complacent
emptiness of a dull and lazy man. To some his humour was
innocent fun; to others it was sadistic meanness. To some his
satisfaction with his purpose represented “character”; to others
it seemed a bankruptcy of mind and soul. To some he was the
best in the American middle class. To others he was almost
the worst.

William Allen White called him “a Puritan in Babylon”.
His frugality sanctified an age of waste, his simplicity an age
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of luxury, his taciturnity an age of ballyhoo. He was the moral
symbol the times seemed to demand.

nr

And he moved to make the symbolism good. As the dis-
closures of the Walsh investigation roused public opinion,
Coolidge dismissed Daugherty as Attorney-General and began
to tidy up the administration. At the same time, he quietly
established his control of the Republican party—or, rather, per-
mitted his friend William Morgan Butler to establish control
on his behalf.

The rise of Butler, a Massachusetts business-man, president
of the Hoosac and Quissett Mills and the West End Thread
Corporation, was symptomatic. In the past, business influence
in the party had been at one remove. Politicians like Henry
Cabot Lodge and Boies Penrose had negotiated with business
leaders as equals. Lodge, indeed, had the contemptuous feeling
that business-men were worse in politics than men of any other
class; “the business-man dealing with a large political question
is really a painful sight.”® But the North Shore patrician had
not anticipated the new age. He had served the Republican
party for nearly half a century; he had been permanent chair-
man of the convention a quarter of a century before; he had
gone farther than most of his class in coming to terms with the
men of trade. Yet he went to his last convention in 1924 an
ordinary delegate, little noticed, never consulted, while the New
Bedford textile manufacturer, backed by the cunning middle-
class lawyer from Northampton, ran the show. Lodge sat
through his humiliation with proud, expressionless face, aristo-
crat to the last, denying his enemies the satisfaction of seeing
how much they had hurt him.

The Republican convention of 1924 went like clockwork. The
delegates, showing no undue emotion (except when confronted
by Secretary Mellon, one of the richest men in America),
nominated Coolidge by virtual acclamation. After William E.
Borah rejected the vice-presidential nomination (“At which
end?” Borah was supposed to have said), it went to Brigadier-

. o
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General Charles Gates Dawes of Illinois; and the delegates dis-
persed, serenely confident that the nation shared their deter-
mination to keep cool with Coolidge. '

‘When the Democrats, after their bitter convention, nominated
John W. Davis of New York, by now a conservative corporafion
lawyer, many liberals of both parties looked to old Bob' La
Follette to provide an alternative. He did so, under the standard
of a new Progressive party; and it was the Progressive challenge
to business supremacy, weak as this challenge was, which
supplied the theme for the Republican campaign. The issue,
as General Dawes declared in ringing tones, “is whether you
stand on the rock of common sense with Calvin Coolidge, or
upon the sinking sands of socialism with Robert M. La
Follette.” If this were the issue, there was no question how
the American people stood.

“It was a famous victory,” said William Howard Taft,
meditating the results a few days after the election. Whenever
the American people understand that the issue is between
radicalism and conservatism, mused the Chief Justice, the
answer will always be the same. “This country is no country
for radicalism. I think it is really the most conservative country
in the world.” ®



CHAPTER IX

THE ECONOMICS OF
REPUBLICANISM

1

IN 1925, Nation’s Business, the organ of the United States
Chamber of Commerce, called the American business-man
“the most influential person in the nation.” The business-man
now occupied, Nation’s Business observed, “a position of leader-
ship which the business-man has never held before.” “Never
before, here or anywhere else,” added the Wall Street Journal,
“has a government been so completely fused with business.”
From his side, Calvin Coolidge confirmed the alliance. “This
is a business country,” he said, “. . . and it wants a business
government.” !

This was the essence of the Republican experiment; and, as
Secretary of the Treasury, Andrew Mellon incarnated the new
unity. Seventy years old in 1925, Mellon had seen in his own
lifetime the transformation of a rural and colonial economy
into the greatest industrial power in the world. He had entered
the banking business in Pittsburgh in 1874; the great business
leaders who had wrought the miraculous transformation were
his contemporaries; and, as a man who remembered Bryan and
Roosevelt and Wilson, he felt a shy satisfaction at the passing
away of the old distrust and the national acceptance of business
leadership. His own appointment to the Treasury, unthinkable
in an earlier epoch, seemed to symbolise the revolution in
popular attitudes.

Slight and frail, with prominent cheek-bones in a grave face,
‘he had a gentle Edwardian formality of manner and dress. His
suits-were dark, sober, and luxurious, with carefully buttoned
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coat and black tie; his hats were soft and grey. He was most
himself, perhaps, among fine wines, rich cigars, antique china,
and beautiful paintings. But his public face was one of perpetual
weariness and worry. With a cold smile and querulous voice,
he never ceased to call for government economy.?

“The Government is just a business,” said Mellon, “and ran
and should be run on business principles.” The first necessity,
accordingly, was to balance the budget, and the second to pay
off the debt. But Mellon’s greater interest, it soon developd, was
somewhat inconsistently in the reduction of tax rates, especially
in the highest brackets. Existing surtax rates, he felt, were
intolerable. A man with an income of $1,000,000 had to pay an
income tax of nearly $300,000. The consequences, he declared,
were already visible on every side; everyone knew “of businesses
which have not been started, and of new projects which have
been abandoned, all for one reason—high surtaxes.” There was
a difference, he warned, between taxation and confiscation; and,
to restore that difference, he proposed to establish a maximum
surtax rate of 25 per cent. No one, however much money he
made, should be required to pay more than one quarter of his
income in surtax; otherwise it would be the end of American
initiative.”

A tax bill which concentrated on cutting taxes for millionaires
could not command unreserved enthusiasm, even in the nine-
teen-twenties. John Nance Garner, the wily congressman from
Texas, licked Mellon’s tax proposals in 1924 and forced Coolidge
to sign a somewhat stiffer bill. But Mellon, ever tenacious, kept
chipping away each year at rates in the upper brackets. His
opponents remained notably lacking in sympathy. “Mr. Mellon
himself,” as George W. Norris of Nebraska observed of the
Mellon bill of 1925, “gets a larger personal reduction than the
aggregate of practically all the taxpayers in the state of
Nebraska.” ¢+ But such insinuations could not daunt Mellon’s
crusade.

Nor was tax reduction Mellon’s only resource. What he could
not reduce he could often refund—a process which had the
advantage of taking place behind closed doors. Not until Garner
forced the revelation of the figures in 1930 did the country know
what Mellon had done. In his first eight years at the Treasury
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the Secretary dispensed $3.5 billion in the shape of cash refunds,
credits, and abatements. The size of these disbursements
mounted steadily’ during the period, except in 1927 and 1930,
when congressional grumbling forced the Treasury to hold back.
Several million dollars went to Mellon’s own companies; other
millions, as Garner, took pleasure in pointing out, went where
they promised to do the most good to the Republican party.
Thus each of the seventeen individuals contributing $10,000 to
the Republican campaign in 1930 had been beneficiaries of Mr.
Mellon’s official generosity.®

Meanwhile, Mellon himself continued an active life of specula-
tion. Through family corporations, the Mellons shared in the
grand barbecue. The New York Times reported in 1926 that the
Secretary of the Treasury’s relatives had made $300 million in
the bull market on aluminium and Gulf Oil alone. Nor did this
exhaust the possibilities of family corporations. “Pursuant to
your request for a memorandum setting forth the various ways
by which an individual may legally avoid tax,” wrote the Com-
missioner of Internal Revenue to the Secretary of the Treasury,
“I am pleased to submit the following.” The following consisted
of ten possible methods of tax avoidance, five of which Mellon
in time admitted under oath he actually employed. The Com-
missioner also sent Mellon a tax expert to help prepare the
Secretary’s income tax return; the expert soon showed up on
Mellon’s personal pay-roll, where he turned to the Secretary’s
private account the knowledge accumulated in the public service.
It was this expert who set up more family corporations and,
through paper losses in stock sales to and among them, enabled
the Secretary to slash his tax payments at the very time when,
in his official capacity, Mellon was appealing to the taxpayers to
pay their own income taxes.®

n

The Mellon tax programme had—at least in the minds of
sceptical observers—its contradictions in equity and ethics. And
it had contradictions in economics too. For, if debt reduction
and budget balancing might have constituted a useful sedative
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for the nervous economy, the Mellon penchant for tax reduc-
tion served to make more money available for speculation. “A
decrease of taxes,” as Mellon said, “causes an ifispiration to trade
and commerce.” ” With this he injected a few more billion
dollars into a2 boom which hardly needed to be further inspired.

Yet it was what the business community, thought it wanted;
and, across the board, this was the new test for economic policy.
So Coolidge similarly cherished the high wall of protection for
American industry erected in the Republican tariff of 1922. At
the same time he backed Secretary of Commerce Hoover in ﬂis
vigorous programme to promote the sale of American manu-
factures abroad. Woodrow Wilson had naively thought a high
tariff and a flourishing export trade to be incompatible. In
his last official act as President, vetoing a bill to raise tariff rates,
Wilson had argued that the United States was now a creditor
nation, and that foreign nations could buy American goods only
in three ways—through borrowing dollars from America, or
selling gold to it, or selling goods to it. Wilson had rejected the
first two methods. “If we wish to have Europe settle her debts,”
he had concluded, “. .. we must be prepared to buy from
her.” ® But Hoover, indifferent to Wilson’s quandary, was con-
tent to rear the American export trade on the basis of American
foreign loans. This was a project with which New York bankers
were glad to co-operate. Through the ’twenties, billions of
American dollars went abroad in private loans to subsidise the
role of American goods abroad.

President Coolidge was prepared further to attest his trust in
business leadership by weakening the instrumentalities through
which past national governments had sought to regulate
business. The regulatory commissions, inherited from more sus-
picious days, were quickly infused with the new spirit of unity.
To the Tariff Commission, for example, were sent men who
acted almost as open representatives of protected industries.
When the Commission’s minority, led by E. P. Costigan of
Colorado, began to object that members were sitting on cases in
which they or their relatives were known to have financial stakes,
Coolidge upbraided them for raising prudish scruples. After
all, who were better qualified to sit in such cases than men
equipped by special interests with superior judgment and know-
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ledge? In the same spirit, the White House slipped W. W.
Atterbury, the president of the Pennsylvania Railroad, advance
copies of the Pretident’s special message to Congress on railroad
consolidation.’

Coolidge, wholly honest himself, perceived no conflict of
interests, and he set the model for his administration. In the
years since the New Freedom, the Federal Trade Commission
had been a central agency of government regulation. But, with
the appointment of W. E. Humphrey in 1925, a new era began.
Humphrey denounced the Wilsonian F.T.C. as “an instrument
of oppression and disturbance and injury instead of a help to
business”; no longer, he said, would the Commission serve as a
“publicity bureau to spread socialistic propaganda.” He soon
brought about drastic changes in policies and procedures. Where
the F.T.C. had been set up to discourage monopoly, it now
espoused the cause of the self-regulation of business and
sponsored conference after conference to encourage industry-
wide agreements on trade practices.'®

Washington thus began to smile upon tendencies towards
economic concentration, which for the better part of the century
it had, in theory at least, disapproved. Hoover, recalling the
War Industries Board experience, threw his Commerce Depart-
ment behind the trade association movement. With Commerce
Department aid, trade associations worked out “codes”, which
were then endorsed by the F.T.C. and adopted by the industry.
Though dedicated to the elimination of “unfair” trade practices,
the codes gradually began to spill over into such questions as
price-cutting and, in some cases, provided fronts behind which
business-men fraternally conspired to evade the anti-trust law.

More overt forms of concentration thrived equally. Holding
companies moved into the utility and transportation fields, chain
stores into retail distribution; in all areas, big firms swallowed
small firms and merged with other big ones. By 1930 the two
hundred largest non-banking corporations, after growing during
the decade at a rate two to three times as fast as the smaller non-
banking corporations, controlled about half the total corporate
wealth of the country.!* And from the viewpoint of govern-
ment, private economic power could not have collected in more
responsible hands.
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Nor was this a wholly unreasonable point of view. If the
merit of an economic structure was to be judged by its surface
performance, then the American economy of the early *twenties
ranked high. The living standards of the nation steadily roe;
economic opportunities steadily expanded; the flow of consumer
goods steadily increased. The imagination of the Americ
capitalist and the ingenuity of the American engineer were
never more apparent in the life of the people. For a time, the
country seemed to be on the edge of a new abundance.

Yet the very processes of plenty created new problems. The
decisive economic fact was the extraordinary increase in tech-
nological efficiency and productivity. The output per man-hour
in industry rose about 40 per cent during the decade. The
central economic challenge was to distribute the gains of pro-
ductivity in a2 manner that would maintain employment and
prosperity.

By the rules of orthodox economics, the reduction in produc-
tion costs should have brought about either a reduction in prices
or a rise in wages, or both. But the rigidities in the economy,
in part the result of the process of concentration, seemed to have
anasthetised the market. The price system, so exquisitely sensi-
tive in classical theory, was turning out to be sluggish in practice.

Denied outlet in lower prices because of accumulating rigidi-
ties, the gains of technological efficiency were equally denied
outlet in higher wages or in higher farm prices because of the
bargaining feebleness of the labour movement and of the farm
bloc. As a result, these gains were captured increasingly by the
business-men themselves in the forms of profits. Through the
decade, profits rose over eighty per cent as a whole, or twice as
much as productivity; the profits of financial institutions rose a
fantastic 150 per cent.!?

The increase in profits naturally pushed up the prices of
corporate securities; and, as securities rose in value, corporations
found that the easiest way to obtain new cash was to issue new
securities. This was cheap money, because there was no need to
pay a return on stock issues as one would pay interest on bank
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loans. In turn, the corporations used the cash to expand plant,
thereby increasing the flood of goods into an already crowded
market; or, as tilne passed, they funnelled their funds more and
more into speculation. The result was to push stocks up again,
repeating the whole process at a higher level. As the ’twenties
proceeded, the stock market sucked off an increasing share of the
undistributed gains of industrial efficiency.

The stock market boom in its early phases was by no means
artificial. For a time it reflected solid industrial expansion. The
automobile industry, in particular, had energised basic sectors
of the economy—steel, machine tools, petroleum, rubber, roads,
and pubic construction—and had encouraged innovation and
research. But the very excess profits which were stimulating
the boom were at the same time shortening its life. For the
diversion of the gains of efficiency into profits was bound to
result in a falling off of the capacity of the people as a whole
to buy. The Mellon tax policy, placing its emphasis on relief
for millionaires rather than for consumers, made the mal-
distribution of income and over-saving even worse. By 1929 the
2.3 per cent of the population with incomes over $10,000 were
responsible for two-thirds of the 15 billion dollars of savings.
The 60,000 families in the nation with the highest incomes saved
almost as much as the bottom 25 million.!* The mass of the
population simply lacked the increase in purchasing power to
enable them to absorb the increase in goods.

The rural depression further distorted the structure of
demand. The farmers had lost their foreign markets after the
war; and the resulting sag in agricultural income built a basic
unbalance into the economy. But the Republican administration
could not get so excited over the predicament of farmers as over
the predicament of business. “Farmers have never made money,”
Coolidge remarked philosophically to the chairman of the Farm
Loan Board. “I don’t believe we can do much about it.” ** The
farmers, many of them living in privation, most of them under
the shadow of mortgages, were less philosophical. But when
they devised measures to do for them what the protective tariff
did for the manufacturer, they found no sympathy in Washing-
ton. As a result, the agricultural half of the economy could not
do its share in maintaining demand.
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As for city people whose wages failed to keep pace with pro-
ductivity, they found no more support in Washington than the
farmers. While business-men talked a good dedl in public about
the American faith in high wages, in practice they let the per-
centage rise of wages lag behind the rise of output and profit.
Between 1923 and 1929, output per man-hour in manufacturing
rose almost 32 per cent, while hourly wages rose but slightly
over 8 per cent.!* Nor did anyone in authority see any economic
value in a strong labour movement. \

The unsatisfactory level of wages and of farm income meant
that “prosperity” was steadily less able to generate buying power
in sufficient volume to meet the steadily rising productive
capacity—or, in time, to carry already available goods off the
market. Still, even with a better distribution of purchasing

wer, the economy might have faltered as soon as the first
growth of the automotive industry began to slacken. And deep
structural weaknesses, especially in the banking system and on
the security exchanges, rendered the future even more dubious.

v

Yet Wall Street and Washington had few qualms. By the
middle "twenties the whole economic process began to focus on a
single point—the ticker-tape machine with its endless chatter of
stock-market quotations. The torrent of excess money, pouring
into the market, swept stock prices ever upward. And the leaders
of the business community, now heedless of caution in their
passion for gam, promoted new investment trusts, devised new
holdmg companies and mampulated new pools, always with the
aim of floating new securities for the apparently insatiable
market. In 1923, capital issues amounted to $3.2 billion, and
the annual sum rose steadily, reaching nearly $1o billion by
1927. A similar increase occurred in the volume of sales, from
236 million shares on the New York exchange in 1923 to §77
million in 1927 and 1,125 in 1928. The market value of all shares
on the New York Stock Exchange soared from $27 billion in
1925 to $67 billion in 1929. The net private debt of the nation

“climbed from $106 billion in 1920 to $162 billion in 1929.'®
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In time it would appear that even the leaders of business could
not decipher the intricate financial structures they were erecting.
But for the moment everyone understood that here was an end-
less source of money and power, a roulette wheel at which no
one lost. More and more the nation’s passions centred on the
feverish trading in the narrow streets at the lower tip of Man-
hattan Island. The American people learned a new vocabulary.
“Brokers’ loans” were loans made by the broker to the customer;
they enabled customers to speculate far beyond their supply of
cash. “Buying on the margin” meant that in using brokers’
loans in the market the customer had to supply only a fixed
proportion of the value of the shares purchased. When brokers’
loans were at a 25 per cent margin, the customer’s hard dollar
was worth, in effect, four on the stock market. With the market
steadily rising, who could lose?

Government officials meanwhile watched the speculative boom
with affable approval. A decade earlier, Wilson had established
the Federal Reserve System as a means of steadying the
economy. The System had two chief instruments of credit policy
in the ’twenties. Through open-market operations, it used the
purchase or sale of government securities to alter the reserves
of member banks and thus enlarge or contract the base of the
money supply. Through the discount rate, it made the money
supply tight or easy by raising or lowering the rate at which
banks borrowed from the Federal Reserve.

No doubt in the ’twenties many exaggerated the power of
monetary policy. But such power as the Federal Reserve System
had was used, in the main, on the side of easy money. In part
this was in deference to the situation in Europe. By keeping
interest rates low and credit cheap, for example, the Board both
discouraged the import of gold from Europe and made more
American money available for foreign loans. Thus it believed
it aided the task of European reconstruction. In the same spirit,
Benjamin Strong, the vigorous governor of the Federal Reserve
Bank in New York, and Montagu Norman of the Bank of
England were responsible for a critical decision in the summer
of 1927 to reduce the discount rate from 4 to 3.5 per cent. This
act was designed to keep Britain on the gold standard to which
Chancellor of the Exchequer Winston S. Churchill had rashly
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committed it two years earlier, and thus to avert a world-wide
deflation. But the easy-money policy had the effect of accelerat-
ing the inflation in the United States. And in 1928, an election
year, it was impossible to get a firm decision to check the upward
spiral.'”

Sober business-men began to regard the situation with djs-
comfort. Occasionally these doubts found public expressiop,
causing faint tremors of anxiety. But whenever the market
faltered, someone in the administration could be relied on t
speak words of encouragement. Nor could it be supposed tha
the White House or the Treasury were badly informed; for the
business leaders of the country were President Coolidge’s guests
for lunch and dinner; and everyone knew that Secretary Mellon
was himself deep in the market through his family corporation.

The doubts sometimes broke through to the President.
Secretary Hoover, for example, objected periodically (though not
publicly) to the buoyant Federal Reserve policy. But Coolidge’s
stock reply was to insist that the Board was independent of the
Treasury and beyond the scope of the Executive, while Mellon
seemed to dismiss his colleague’s intermittent concern as much
ado about nothing.

Early in 1927 William Z. Ripley, a Harvard professor, called
at the White House. Ripley, who was in the tradition of Brandeis
and Thorstein Veblen, though he presented his thought in a
more genial vein, was much exercised by the process in which
the economy was at once dispersing ownership and concentrat-
ing control. While stocks and bonds flowed from Wall Street
to Main Street, power flowed from Main Street to Wall street;
and the consequence, Professor Ripley felt, was to encourage
corporate secrecy and deceit— “Double-shu_fﬂmg, honey-fugling,
hornswoggling and skulduggery.” The President, his feet on his
desk, a cigar clamped between his teeth, listened in mcreasmg
gloom; finally he asked: “Is there anything we can do down
here?” Ripley, who did not then consider securities regulation
a federal responsibility, replied: “No, it’s a state matter.” The
President looked up, his face grateful with relief.'®

By the end of 1927 brokers’ loans went nearly to the $4 billion
mark. To many this seemed a wobbling basis for the super-
structure of inflated values. Then on January 7th, 1928,
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President Coolidge again came to the rescue. The increase in
brokers’ loans, he said, was a natural expansion of business in
the securities market; he saw nothing wrong in it. A few weeks
later, Roy Young of the Federal Reserve Board, the good friend
of Secretary Hoover, told a congressional committee that he
could not say whether brokers’ loans were too low or too high;
but “I am satisfied they are safely and conservatively made.” **
And so the market continued to rise.



CHAPTER X

THE AGE OF BUSINESS

Ir THE BUsiNEss of America was business, then business meant
much more to Americans than the making of money. There
had been, in the words of Dr. Julius Klein, a leading official of
Herbert Hoover’s Department and a minor prophet of the New
Era, an “amazing transformation in the soul of business”; busi-
ness had became “a thing of morals.” In this process, business
had purged itself of the gross and greedy qualities of its earlier
existence. Capitalism had transcended its individualism and
materialism, becoming social and spiritual. Yet it had miracu-
lously retained the spur of profit, without which all social
schemes were Utopian. “Long before this,” Garet Garrett,
another lesser prophet, wrote with wonder, “a state of society
had been imagined in which the desire for private gain as the
paramount economic motive should yield to the idea of social
function. But nobody had ever imagined it would really

a .”]

%he new faith permeated the churches, the courts, the
colleges, the press. It created a literature of complacency, of
which Edgar A. Guest was, no doubt, the poet laureate. It
developed an economics of success and a metaphysics of
optimism. For some of its followers—as for Calvin Coolidge—
the process went even farther: the factory was the temple, work
was worship, and business verged on a new religion. For the
true believer, its commandment was Service, its sacrament the
weekly lunches of fellowship at Kiwanis or Rotary, its ritual the
collective chanting of cheerful songs, its theologian a New York
advertising man named Bruce Barton. In his bestselling book
g 74
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of 1925, The Man Nobody Knows, Barton assimilated Jesus
Christ into the new cult, observing admiringly of the Son of
God that He had “picked up twelve men from the bottom ranks
of business and forged them into an organization that conquered
the world.” 2

Salvation was to be measured by success; and success thus
became the visible evidence of spiritual merit. The individuals
who made good deserved the gratitude of all mankind. “With-
out these great minds,” remarked a business writer, “the multi-
tude would eat their heads off, and, as history proves, would
lapse into barbarism. . . . The masses are the beneficiaries, the
few, the benefactors.” And, if individual effort were the road
to salvation, then the resort to government was a lure of the
devil. The president of the National Association of Manu-
facturers ticked off the satanic litany in his 1925 address:
“Listen to the strange philosophies of the living wage, the check-
off system, the minimum wage, government controlled children,
the closed union shop, and the socialistic redistribution of
wealth.”

The federal government, even under Coolidge’s light rein,
appeared a particular threat. James M. Beck, who had been
Solicitor-General under Harding, could entitle his book of 1926
The Vanishing Rights of the States. That same year, in the
House of Representatives, Ogden Mills, a sharp and able con-
servative, earnestly declared that federal centralisation was
“striking at the very cornerstone of our institutions,” and that
“the most important need in the country today” was the
strengthening of local government.®

I

The Darwinian conception of character as forged in the com-
petitive struggle was modified in the ’twenties to include new
sentiments of business responsibility. The public was no longer
altogether to be damned; it was to be pleased, and to be served.
Emphasis was shifting from production and competition to dis-
tribution, consumption and co-operation. The self-reliant manu-
facturer, surrounded by his turbines or his blast-furnaces, was
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less the culture hero than the promoter, the travelling salesman,
or the business statesman. )

Owen D. Young of General Electric, R.C.A., and the Federal
Reserve Bank of New York was an influential voice of the new
mood. His thesis was that the unbridled pursuit of profit pvas
giving way to a sense of trusteeship. “One no longer feels {the
obligation to take from labor for the benefit of capital, non to
take from the public for the benefit of both, but rather|to
administer wisely and fairly in the interest of all.” * \

There were others like Young. But, in a sense, the most
influential of all business leaders was Henry Ford; and Ford was
the more revealing, because, while a great producer in the old
tradition, he nonetheless led the whole business community to
think in the new terms of promotion, of distribution, and of
statesmanship. A man of genius, he was at the same time
narrow, ignorant, and mean-spirited. He carried a gun, believed
in reincarnation, and hated bankers, doctors, Jews, Catholics,
fat men, liquor, tobacco, prisons and capital punishment. His
impulses were vagrant and confused, and too often he acted on
them. In 1916 he had sent the Peace Ship to Europe in order
to end the First World War; in 1918, at Woodrow Wilson’s
personal request, he was a Democratic candidate for the United
States Senate; and in 1920 he began to publish the Protocols of
the Elders of Zion in the Dearborn Independent. He believed
always that God was with him: “I’'m guided,” he told his friends,
pointing to his head. “I'm guided.” *

Yet, for all his zaniness, Ford had a compelling vision of a
new age. Modern mass production, he was convinced, had
created an economy that was capable of anything; the fact of
abundance must therefore revolutionise the philosophy of busi-
ness. High output, low prices, and high wages must be the new
objectives. Only by steadily raising wages and reducing prices
could the business community maintain the buying power of
the people. “These fundamentals,” he liked to add, “are all
summed up in the single word ‘service’.” If business did not
serve, it would not survive.®

Ford’s spotlighting of purchasing power brought a wholly new
element into business economics. For business-men of an earlier
generation, as Edward A. Filene put it, buying power had “just



THE AGE OF BUSINESS 77

happened”; in the New Era, business-men had the responsibility
of producing it—or the system would break down. The task was
to keep the stream of demand flowing. Now that the problem
of production had been solved, in the words of Garet Garrett,
“people may ruin themselves by saving instead of spending.”
The nation must realise, Garrett warned, that, rigorously
practised, thrift becomes “economically disastrous.” 7

I

This was the official philosophy of the New Era—character,
service, and high wages; the desire for private gain yielding to
the idea of social function, with the profits still rolling in. But
the new faith did not quite carry total conviction. Of course,
the professional critics could be expected to jeer at the business-
man’s effort to dignify his occupation. “He is the only one,”
wrote H. L. Mencken, “who always seeks to make it appear,
when he attains the object of his labors, i.e., the making of a
great deal of money, that it was not the object of his labors.” ®
But others too retained doubts. Somehow the new business
idealism, so much of it so devoted and sincere, had not wholly
transmuted the acquisitive impulse underneath.

Perhaps it was the gap between principle and action: the men
who talked of character in their clubs while they plotted to get
on preferred lists and into insiders’ pools; or who spoke
eloquently of service at Rotary while cursing out farmers,
workers, foreigners, and intellectuals in the locker-room. “What
a God-damned world this is!” exclaimed William Allen White,
recollecting an earlier idealism. “. . . If anyone had told me ten
years ago that our country would be what it is today .. . I should
have questioned his reason.” ® Despite the noble words and the
lofty hope, to many the New Era seemed at heart only a
stampede to make money.

General Billy Mitchell began in these years his fight for
American air power. Looking back a decade later, he told a
committee of Congress why he had failed. “When the merchants
get hold of our government,” he said, “we might as well stop
work.” What do you mean, merchants? someone asked. “People
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who have something to sell,” the General grimly replied. And
so it seemed : the single motive had been nurtured until it drove
out all others. Joseph B. Eastman, a distinguished Wilson
appointment to the Interstate Commerce Commission, protested
in 1925 against the prevalent philosophy. The pursuit of priyate
gain did not seem to him, he said, as it evidently did to Coolidge,
“the only impelling force in human beings” which could pro-
duce desirable results; “indeed, I would go so far as to say that
the most important services to mankind have been the products
of higher motives.” But only a few were left to heed such senti-
ments—to feel, with the old Wilsonian, Daniel C. Roper, that
the ideals of the Founding Fathers had been forgotten.

The whole nation, Dan Roper lamented, was caught up in
the “money madness”—churches, schools, homes, everything.
instead of trying to help their fellow men, Americans were try-
ing to make money out of them. “It is scarcely metaphorical to
say that we had become Children in the Wilderness.” George
Norris remarked that he could not recall meeting a single really
happy man since the war ended. “Europe was devastated by
war,” observed Brandeis, “we by the aftermath.” *°

v

Even devotees of the business cult showed traces of misgiving.
They were starved for something; their idealism needed an out-
let—some fairer object of adoration than the complacent
Coolidge or the capricious Ford or the brokers or the salesman.
How profound this need was became clear for a moment in the
spring of 1927. The hopes and fears of the nation were suddenly
centred with devout intensity on a young man of whom most
Americans a few days before had never heard—a kid, out by
himself in a lonely monoplane, suspended between sky and sea,
in a mad effort to fly the Atlantic Ocean. Millions held their
breath, wept, prayed, while they waited for the news. When he
made Le Bourget, a whole nation went wild. Nothing could
have seemed more fitting than President Coolidge’s action in

dispatching a cruiser to bring him back. At last the ’twenties
had a hero.
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Charles A. Lindbergh ]unior, was a symbol of redemption. He
persomﬁed all that the ’twenties passxonately wanted to admire:
adventure in a time of calculation, faith in a time of expediency,
youth in a time of gross middle age. He carried people away
from the furies that consumed them back to motives deeper
and higher than the pursuit of private gain. For a moment,
many Americans seemed merchants no longer. They wiped
away their tears, not knowing whether to be proud or ashamed.
They wanted to leap recklessly into adventures that might mean
disaster for the individual but everything for humanity. “People
set down their glasses in country clubs and speak-easies,” said
Scott Fitzgerald, “and thought of their old best dreams.” **

Lindbergh’s marriage to the daughter of Dwight Morrow was
an appropriate dynastic alliance. But Lindbergh was only a
boy, and he wished nothing more than to be left alone. He could
not satisfy the need for national leadership—for a man who
could elicit the potentialities for spiritual good which people
believed were locked away in the excitement of prosperity.
Americans searched more than ever for the man who could
transform the money madness into the benevolent order of
service they dreamed of in their moments of exaltation.



CHAPTER XI

PROPHET OF THE NEW ERA

I

More AND MORE in the 'twenties, one American emerged as the
man who might bridge the gap between the ideals and the
realities of the New Era. Herbert Clark Hoover was both
Secretary of Commerce and a Quaker. His job placed him in
the very centre of economic life, while his faith identified him
with the highest aspirations of service. His whole life, more-
over, had been the realisation of an American dream. More
than anyone else in this decade, he articulated—as his career
already exemplified—the ethic of American individualism, not
the savage individualism of the ruthless past, but the hopeful
individualism of a co-operative future.

Born in 1874 at West Branch, Iowa, Hoover had enjoyed the
innocent pleasures of a classic small-town boyhood: in summer,
fishing with willow poles and angle-worms; in autumn, stalking
pigeons and prairie chickens with bow and arrow and cooking
them over a camp-ire; in the freezing winter dawn, tracking
rabbits across snowy fields. In later years these recollections
brought out a strain of unexpected lyricism in him, a memory
of security. But the idyll soon came to an end. By the time he
was eight years old, both his parents were dead. Soon after, he
left Towa to live with relatives in Oregon.

Something in his teens spurred him to become an engineer,
and he seized the chance of training at the new university that
Leland Stanford was founding in California. Finishing Stanford
in 1895, a big man on campus, he set out to seek his fortune.
By 1897, when twenty-three years old, he had already made his
local name. The British mining firm of Bewick, Moreing and

‘ . 80
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Company sent word to California that they needed an American
engineer with gold-mining experience for their Australian
interests. Young Hoover got the job.

His was the first generation of Americans to fan out in force
across the world: the years that followed were like a series of
adventures out of Richard Harding Davis. Hoover went first to
Western Australia; then on to China, where, now twenty-five
years old, he became chief engineer for the Chinese Bureau of
Mines at $20,000 a year, helped make the natural resources of
China, including the great Kaiping coal-mines, safe for foreign
investment, and was caught in an eddy of the Boxer Rebellion.
The home office in London was quick to recognise the driving
qualities of this remarkable young American. When he was
only twenty-seven, Bewick, Moreing offered him a junior partner-
ship. His business life now centred in London; but Hoover him-
self continued to work largely in the field, surveying mining
properties, organising new companies and syndicates, spending
days and weeks on trains and steamships, a new sheaf of cables
awaiting him at every stop. He travelled endlessly, from
Mandalay to the Transvaal, from Egypt to the Malay States,
from a turquoise mine at Mount Sinai to the foggy, gas-lit streets
of the City of London.

It was a Richard Harding Davis life, but Hoover was hardly
a Richard Harding Davis hero. Contained, wary, enormously
capable and efficient, with round face, hazel eyes, straight mouse-
coloured hair, and broad shoulders, he transmuted all adventure
into business, as a Davis hero would transmute all business into
adventure. His manner, except among old friends to whom he
had given his confidence, was forbidding; and even among old
friends he remained reserved. Will Irwin, who had known him
intimately since Stanford days, wrote in 1928: “I cannot re-
member that I have ever heard him laugh ‘out loud’.” Some-
thing seemed to separate Hoover from human irrationality.
Perhaps it was his dispassionate engineer’s intelligence, con-
cerned with solving problems rather than with relieving feel-
ings; perhaps it was a protective coldness which an initially
warm heart had to acquire at a time and in places where
economic progress was purchased at such a cost in human
misery.
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As his reputation grew, Hoover was soon spenciing less and
less time in actual cngmeenng, more and more as the organiser
and promoter of companies. His rise during ‘these years could
hardly have been more spectacular. The road from West Branch,
Iowa, to the Red House, Hornton Street, Campden Hill, Londpn,
had been traversed with extraordinary speed. And, though ihe
was far better known in the City of London than in Wall Strekt,
in Rangoon and Johannesburg than in Washington, he togk
care to keep up his American connections. In 1907 he bought
a cottage on the Stanford campus. In 1909 he joined the
National Republican Club (in West Branch the only Democrat
had been the town drunkard)! In 1912 he contributed to
Theodore Roosevelt’s campaign.

By 1908 Hoover had laid the basis for a personal fortune. He
decided now to strike out on his own as consulting engineer.
In a short time he had offices from San Francisco to Petrograd
and was a dominant figure, openly or in the shadows, in a dozen
of the great international Edwardian undertakings—Russo-
Asiatic Consolidated, the Inter-Argentine Syndicate, the Inter-
Siberian Syndicate, Northern Nigeria Tin Mines, and many
others. His interests spread from the Yukon to Tierra del Fuego
and from the Altai Mountains and the Irtysh River to the
Sierras. “My aggregate income from professional activities in
various countries,” he said of himself in 1914, “probably
exceeded that of any other American engineer.”

These were happy years for Hoover. Engineering and com-
pany management presented him with concrete problems that
he could master with his impersonal force and intelligence. And
life was rich and satisfying. “Pre-war England,” he later wrote,
“was the most comfortable place in which to live in the whole
world”; and, again, “the happiest period of all humanity in the
Western World in ten centuries was the twenty-five years before
the First World War.” But, alas, this idyll was to be spoiled too.
Hoover was in his London offices in the tense month of August
1914. War, in his view, was unthinkable. When it came, it
appeared, he wrote, “like an earthquake. The substance and
bottom seemed to go out of everything.”?
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From the start, Hoover’s organising talent was in demand,
first to take care of Americans stranded in Europe, then to
administer relief in Belgium. With infinite patience and
resourcefulness he tackled the Belgian situation, negotiating
problems of food, transport, finance, and diplomacy. Trips back
to the United States began to re-establish him in the American
scene. He made a significant impression in Washington. Wilson
found him orderly and reassuring. To Brandeis he seemed “the
biggest figure injected into Washington life by the war.”

A few found him disconcertingly impersonal. “He told of
the big work in Belgium,” said Josephus Daniels, “as coldly as
if he were giving statistics of production. From his words and
his manner he seemed to regard human beings as so many
numbers. Not once did he show the slightest feeling or convey
to me a picture of the tragedies that went on.” When he left,
with a cold shake of the hand, Daniels felt that either Hoover
had no heart or that his heart had been atrophied by his
experience. But no one, not even Daniels, could gainsay
Hoover’s ability. As War Food Administrator, he took over in
Washington with impressive mastery. “When you know me
better,” Hoover told General Peyton C. March, “you will find
that when I say a thing is a fact it is a fact.” By 1918 he was
a household name in the United States. The end of the war
did not terminate his responsibilities. The emphasis now shifted
to the problem of averting famine and chaos abroad.

Before the war Hoover had loved the art, the literature, the
magnificent cities and historic cathedrals of Europe. But war,
he felt, had transformed the old continent into a “furnace of
hate”. Was he wrong now to perceive in the glare certain under-
lying European realities—forces of nationalism and imperialism,
age-old hates, revenges, fierce distrusts, anxieties, fears? He did
not know; he thought perhaps that the idealism of war could
yet produce a European regeneration. Crossing the Atlantic
from America in late 1918, Hoover, with Robert A. Taft, Lewis
L. Strauss and other members of his staff, talked with anticipa-
tion. “This seemed, perhaps, the moment when Europe might
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break with its past, when civilisation itself could “be reborn in
the crucible of destruction. ,

Soon after arrival, disillusion began. Hoover attended a meet-
ing of the Allied Ministers. They seemed to ooze, he later
wrote, intrigue, selfishness, and heartlessness from every pore.
As the weeks passed, it became increasingly apparent that war
had not clarified the European mind or purified the Europ¢an
soul. Hoover fought valiantly to do his job. His representatiyes
brought sustenance and hope to the far corners of Europe. {n
the discussions at Versailles, Hoover employed all his insistent
force to make the statesmen forget the clash of national interest
and face up to the essential facts of the European situation. He
was, wrote John Maynard Keynes, “the only man who emerged
from the ordeal of Paris with an enhanced reputation.”

But at every turn he kept running up against emotion,
prejudice, self-interest. He now succumbed to moods of deep
pessimism—moods that deepened as his projects had to depend
on the co-operation, not of slide rules or of hired hands, but of
human equals. “He is simply reveling in gloom,” wrote Colonel
House to Wilson after a talk with Hoover in 1919. The treaty
itself came as the shattering climax; then the troubled walk in
the Paris sunrise and the meetings with Smuts and Keynes.

For Hoover the returns were in. Europe could not redeem
itself, nor could America redeem it; the American destiny was
separate and unique. For a long time it was hard for him to
speak of Europe without loathing. Nearly twenty years passed
before he even set foot again on the European continent.?

Jig

When Hoover returned to America in September, 1919, he

", found himself a national political figure. Men of good-will

verywhere saw in him the largeness of character and vision
ich could pull the country together for the transition to
ce. “I am 100 per cent for him,” said Brandeis in February
19y0. “High public spirit, extraordinary intelligence, knowledge,
pathy, youth, and a rare perception of what is really worth-
ile for the country, would, with his organizing ability and
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power of inspiring loyalty, do wonderful things in the Presi-
dency.”¢ On this question, at least, Herbert Croly agreed with
Brandeis; and the New Republic launched a campaign for
Hoover. A number of younger Democrats, recalling Hoover’s
appeal in 1918 for a Congress that would support Wilson,
assumed he was one of themselves and began to agitate for his
nomination.

Prominent in this group was the Assistant Secretary of the
Navy, Franklin D. Roosevelt, who, after talking to Hoover late
in 1919, reported with enthusiasm: “He is certainly a wondef
and I wish we could make him President of the United States.
There could not be a better one.” According to his later memory,
Roosevelt and Franklin Lane even tried to lay out a political
time-table for an interested Hoover,® but to no avail; after a
period of vacillation, Hoover decided to return to Republicanism.

Whether Hoover miscalculated in 1920 or whether he had
no serious desire for either nomination is not clear from the
evidence. In any case, he found no difficulty in supporting
Harding; and, believing that Harding was for the League, he
declared at Indianapolis that support of “the principle of an
organized association of nations for the preservation of peace”
was the “test of the entire sincerity, integrity and statesman-
ship of the Republican Party.” ¢ Harding rewarded him with a
choice of the Commerce or Interior Departments. Hoover
chose Commerce on condition that he would have a voice in
all important economic policies, whether in the field of business
or labour, agriculture or finance or foreign affairs.

It is not to be supposed that Hoover made this condition out
of passion for power. His return to America had precipitated
in his mind a philosophy of American society—a philosophy
that he felt needed expression throughout the national govern-
ment. This philosophy animated the rest of his public career.
In 1922 he gave it utterance in his small but important book,
American Individualism.
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American Individualism had its roots in his war-time dis-
illusion. Hoover wished to repudiate the selfish, caste-rjdden
individualism of Europe. This was “individualism run yiot”,
and it brought inequality and injustice in its train. An{ he
wished equally to repudiate the philosophy of socialism which
had arisen as Europe’s answer to its arrogant individualism.
This levelling equalitarianism had begun with “the clap-trap of
the French Revolution”; it had gained momentum with the
expansion of the state during the war and “the dreamy social
ferment of war emotion.” Hoover had no doubt that socialism
had already wrecked itself “finally” upon the rocks of “destroyed
production and moral degeneracy”; look at “the ghastly failure
of Russia.” Still, the dangers of radicalism should not :be
ignored; its “destructive criticism” might well lead to revolu-
tion. Above all, beware the crowd! *“The crowd only feels:
it has no mind of its own which can plan. The crowd is
credulous, it destroys, it consumes, it hates, and it dreams—
but it never builds.”

America, Hoover urged, must reject both European reaction
and European radicalism; and he went on to define at length
the unique mission of the new “progressive individualism” of
the United States. American individualism did not have as its
end “the acquisition and preservation of private property—the
selfish snatching and hoarding of the common product.” We
had neutralised the selfish tendencies in individualism, he said,
by affirming two great moral principles—the principles of
equality of opportunity and of service. Equality of opportunity
mean that people rose in society on their own merits. As for
the “rising vision of service”, which had evolved during the
recent years of suffering, this great mystical force had infused
society with a new sense of co-operation. Together these
principles gave American individualism its spiritual setting and
its moral purpose.

As Hoover looked out at America in 1922, he found that
American society had already made great progress towards its
ethical fulfilment. It was easy to point to under-nourished and
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under-educated children on the one hand, petted and privileged
children on the other; “but if we take the whole thirty-five
millions of children of the United States, it would be a gross
exaggeration to say that a million of them suffer from any of
these injustices.” Business organisation had once been controlled
by arbitrary individual ownership; now, as people acquired stock.
ownership was being diffused among the population, so that
100,000 to 200,000 partners in a single concern are not un-
common.” As a result, directors and managers were develop-
ing community responsibilty; and business organisation was
“moving strongly toward cooperation”.’

This eloquent vision supplied an agreeable moral framework
in which to interpret current tendencies towards economic con-
centration, increase in seccurities flotation, indifference to social
reform, repression of radicalism. As a social philosopher,
Hoover had gone far to reconcile practice and principle in the
business community of the ’twenties. As Secretary of Com-
-merce, he now proposed to complete the process of reconciliation.

Hoover moved into the Commerce Department as he might
have into a bankrupt mining company a decade earlier. At a
time when the federal government tended to languish and
wither, Commerce burst into rich and vivid flower. Hoover,
said S. Parker Gilbert, the banker and reparations agent, was
“Secretary of Commerce and Under-Secretary of all other
departments.” ®

His greatest activity was in the foreign field. He turned the
Department into a machine for promoting American sales
abroad; and, with private American loans funnelling dollars
into foreign countries, American export trade was able for a
few years to give a lively impression of prosperity. Though he
expanded research in trade problems and supported the first
adequate balance of payments studies, Hoover remained
curiously myopic on the subject of the tariff and saw no rela-
tion between the dollar resources of foreign nations and their
ability to sell in the American market. As he explained to
Henry Hazlitt after the passage of the Fordney-McCumber
Tariff of 1922, facts were more important than theories; and
the fact was that an increasing percentage of our imports were
entering duty-free. The related fact that this was because a
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higher tariff necessarily reduced the import of dutiable articles—
that an absolutely prohibitive tariff on dutiable articles would
have meant that all American imports would be duty-free—
did not disturb his calculations.”

In the domestic field, he sought wherever he could to|give
substance to his vision of service. A revolution, he felt,| was
taking place in our economic life: “we are passing from a period
of extremely individualistic action into a period of associatignal
activities.” *® In the interests of this revolution, he encouraged
the trade association as well as the simplification and standardisa-
tion of machines and specifications; in other ways he tried to
mobilise the business community into collective action against
waste, “over-reckless competition” and unfair trade practices.

v

The boldest expression of his “progressive individualism”
came in his approach to the business cycle. In the midst of
the post-war slump of 1921, Hoover persuaded Harding to call
a President’s Conference on Unemployment. Harding opened
the Conference by saying that the depression was inevitable,
that anyone who thought planning might have averted it was
deluding himself, and that, in particular, any plan involving
government spending would only increase the trouble. The
Conference itself declared flatly that unemployment was
primarily a “community problem”. Yet, for all these pieties,
the Conference nonetheless ventured into new fields, ending.
with a series of recommendations about-the use of public works
as a stabilising factor in the economy. Hoover, in summation,
emphasised that methods had to be devised to level out the
business cycle; “there is,” he insisted, “a solution somewhere.”

The search for a solution led to a series of basic economic
studies—one, directed by Wesley C. Mitchell, on business cycles;
one on stability in the construction industry; and a third, in
192829, on recent economic changes in America. Otto T.
Mallery of the Pennsylvania State Industrial Board had been

largely responsible for inducing the Conference o back the
theory of 2 public works reserve; and in the business cycle
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volume he worked out his argument in greater detail. The con-
struction study lept further support to the stabilisation theory.
It had been backed by the American Construction Council,
whose president, Franklin D. Roosevelt, ardently supported the
notion of spreading construction work through good and bad
periods. We are trying, Roosevelt wrote in 1923, “to eliminate
the harmful peaks of inflation, and the resulting equally harm-
ful valleys of extreme depression. This can be done only by
collective action and by the education of the public as to the
facts.”

In 1921 and 1923 Hoover sought with mild success to use
government construction for contra-cyclical purposes, accelerat-
ing public works in the period of depression, postponing them
in the period of inflation. In the meantime, Senator W. S.
Kenyon of Jowa and Representative F. N. Zihlman of Mary-
land introduced bills in Congress calling for the expansion of
public works as the remedy for periodic unemployment. Though
Hoover backed these bills, they got nowhere; and two bills intro-
duced in 1928 by Senators Wesley Jones of Washington and
Robert F. Wagner of New York, both of which went further
than earlier proposals in laying down procedures for the timing
of construction decisions, did no better.!!

The climax of these endeavours came at the Governors’ Con-
ference in New Orleans in November 1928. Governor Ralph
Owen Brewster of Maine (he had not yet abandoned his first
name), announcing that he was speaking on Hoover’s behalf,
unfolded a federal-state-municipal programme for the use of
public works as the balance-wheel in the economy. With an
annual $7 billion expenditure on construction, Brewster said,
“America is in a position to stabilize prosperity to a most re-
markable extent. . . . With the facts in hand, the expenditure
of comparatively few millions in useful work may easily head
off a depression that would cost a billion.”

The Brewster plan—or the “Hoover plan”, as it came to be
known—differed from earlier proposals in two particulars. In
the first place, while it professed to be concerned only with the
timing—acceleration or postponement—of necessary public
works, it contemplated a reserve fund of §3 billion, which was
far larger than anything seriously suggested up to that point.
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In the second place, it proposed that the funds for government
spending in depression should come not from tax revenues, but
from government borrowing. In both these respects it showed
the imprint of the economic argument of William Trufant
Foster and Waddill Catchings, whose enormously popular
volume The Road to Plenty had come out earlier in the year.
Professor Foster actually accompanied Governor Brewstet to
New Orleans to answer questions about the plan. But, after
lengthy debate, the Governors’ Conference voted to shelve the
proposal.’?

Hoover’s private attitude towards these ideas is hard to
estimate. He gave them nominal support; but his active interest
seems to have declined after the nation recovered from the post-
war recession. The public works reserve schemes required, for

- example, rather elaborate statistical data; but Hoover did little
in Commerce to set up studies on such questions as national in-
come. He permitted the launching of the Brewster plan in his
name in 1928; but nothing was heard of it thereafter, and he
did not even mention the incident in his memoirs. Yet such
plans seemed a further example of his constructive approach to
national issues and of the new maturity he was bringing to
business thought. They identified him all the more in the public
mind with the idea of wisdom and foresight.

Vi

There were other forces assisting this identification. Hoover
had by no means forsaken politics. He-was the first President,
Walter Lippmann later wrote, “whose whole public career has
been presented through the machinery of modern publicity.” **
Every item released by the Department of Commerce enhanced
the picture of the master organiser, the irresistible engineer, the
omniscient economist. This incessant activity did not particu-
larly commend itself to President Coolidge, who disapproved in
principle of Hoover’s energy and in practice of his ambition.
The President used to refer to his Secretary of Commerce
sarcastically as “the wonder boy” or “the miracle-worker”.'¢ But

{he intetposed no obstacles to Hoover's policies; and, as for

’ .
by, {{
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Hoover’s politics, Coolidge’s objections were too feeble and
oblique to have much effect.

No one knows precisely what Coolidge had in mind when he
remarked cryptically in the Black Hills: “I do not choose to
run for President in 1928.” He may have intended to take him-
self out of the running; he may have hoped to shut out the
other candidates by provoking a party draft for himself; or,
most likely, he may with Vermont prudence have been closing
the door on re-nomination—about three-quarters of the way.
When a newspaper-man asked him after his Black Hills state-
ment whether he would be glad to retire to private life, Coolidge
looked at him keenly for a few moments and then replied,
“No.” But whatever his intention, the effect of his delphic
words was to clear the way for Hoover.

By the spring of 1928 it was evident that the Secretary of
Commerce was outdistancing all rivals. It was evident, too,
however, that the President was increasingly unhappy about his
heir-apparent. To his Secretary of Agriculture, Coolidge re-
marked in May of the Secretary of Commerce: “That man has
offered me unsolicited advice for six years, all of it bad!” But
when Senator Butler, Secretary Mellon, and others sought a go-
ahead signal from him, the President relapsed into dour silence.

Three weeks before the convention, Jim Watson of Indiana
made a final plea. Coolidge demurred. “The basic fact remains
that I do not want the nomination,” he said, as Watson remem-
bered it. “I think I know myself very well. I fitted into the
situation that existed right after the war, but I might not fit
into the next one. . . . From this time on, there must be some-
thing constructive applied to the affairs of government,” he con-
tinued surprisingly, “and it will not be sufficient to say, Let
business take care of itself.’” Watson persisted. Would the
President accept re-nomination? “Well,” said Coolidge, “that
is a matter for the Convention to decide.” And, when it became
clear three weeks later how the convention was deciding,
Coolidge, hearing the news in visible distress, refused lunch and
threw himself despairingly across his White House bed.'*
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v .
No American in 1928 could have provided a fairer test of the
capacity of the business community to govern a great and multi-
farious nation than Herbert Hoover. And Hoover fully under-
stood his responsibility. He had said with pride in the campaign
that the Republican administration had “introduced a new
basis in government relation with business.” The result, he
believed, was visible on every side. “Without the wise policies
which the Republican Party has made effective during the past
seven and one-half years the great prosperity we now enjoy
would not have been possible.” If the nation wanted the pros-
perity to last, “a continuation of the policies of the Republican
Party is fundamentally necessary to the further advancement of
this progress.” ‘

There were threats to prosperity, of course—above all,
Democratic policies in agriculture and in public power which
portended government in business, state socialism. The American
people, Hoover said, had a fundamental conflict to resolve:
American individualism, “rugged individualism” versus the
philosophy of government operation and control. But Americans
would not be beguiled from the path so clearly marked out for
them by the Republicans. Confident in the wisdom of the past
(“never has a political party been able to look back upon a
similar period with more satisfaction”), exultant over the future
(“no one can rightly deny the fundamental correctness of our
economic system”), Hoover spoke repeatedly, almost ecstatically,
of “the abolition of poverty.” -

“We in America today,” said Herbert Hoover on August 11,
1928, “are nearer to the final triumph over poverty than ever
before in the history of any land. The poorhouse is vanishing
from among us. We have not yet reached the goal, but, given
a chance to go forward with the policies of the last eight years,
we shall soon with the help ot God be in sight of the day when'
poverty will be banished from this nation.” *®

On November 6, 1928, the American people gave Herbert
Hoover the chance he sought.
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CHAPTER XII

THE POLITICS OF FRUSTRATION

Tue peopLE had made their choice, but not all the people. From
the start of the decade, there had been another view of the
New Era. In May 1921, Franklin K. Lane, Woodrow Wilson’s
Secretary of the Interior, the close friend of Franklin D.
Roosevelt, lay in his room at the Mayo Clinic, wondering about
death. “If I had passed into that other land, whom would I
have sought—and what should I have done?” A parade of
images passed through his mind. “For my heart’s content in
that new land, I think I'd rather loaf with Lincoln along a river-
bank.” His thoughts drifted to the life he was leaving. “Yes,
we would sit down where the bank sloped gently to the quiet
stream and glance at the picture of our people, the negroes being
lynched, the miners’ civil war, labor’s hold ups, employers’
ruthlessness, the subordination of humanity to industry—"
His scrawl broke off. The next day they found him dead.!
The old Wilsonians watched the New Era in indignation and
contempt. They were men who had known the exaltation of
idealism. They had dared to act greatly and risk greatly. They
saw after 1920 a different America moved, as they conceived it,
by ignoble motives. Nowhere was resentment greater than in
the house on S Street in Washington where Woodrow Wilson
lived on, a ghost still lingering at the Republican feast. At times
Wilson seemed to regard himself as a possible Democratic candi-
date in 1924; he certainly saw himself still as the intellectual
leader of the party. He used to meet regularly with Brandeis,
Baruch, Newton D. Baker, Norman Davis, and others in an
effort to formulate a Democratic manifesto. After many re-
95 ’
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visions, the draft called for regulation of railroads, fuel supply,
and electrical power “to the utmost limit of the constitutional
power of the federal government.” But it lacked inspiration
and was never made public.?

Instead Wilson issued a personal testament. The Russian
Revolution seemed to him the symbol of the discontent of \the
age, and he began to consider its implications. Its cause,|he
wrote, was the systematic denial to the Russian people of ﬁhe
rights that all normal men desired. And it was notable too, he
said, that the discontented classes everywhere were drawing
their indictment against capitalism. Nor was this indictment
altogether false. “Is it not, on the contrary, too true that
capitalists have often seemed to regard the men whom they
used as mere instruments of profit, whose physical and mental
powers it was'legitimate to exploit with as slight cost to them-
selves as possible, either of money or of sympathy?”

“The world has been made safe for democracy,” said Wilson.
But “democracy has not yet made the world safe against
irrational revolution. That supreme task, which is nothing less
than the salvation of civilization, now faces democracy, insistent,
imperative. There is no escaping it, unless everything we have
built up is presently to fall in ruin about us; and the United
States, as the greatest of democracies, must undertake it.”

The road away from revolution, Wilson said, was social
justice—the willingness to forgo one’s own self-interest to pro-
mote the happiness of all. “This is what our age is blindly
feeling in its reaction against what it deems the too great selfish-
ness of the capitalistic system.” * In the end, he seemed to con-
clude, the international order must begin in economic reform.
The dream of the League of Nations was giving way to the
older dream of the New Freedom. Six months later Wilson
was dead.

o
But his conviction that the Democratic party had to be the

progressxve party survived. His son-in-law, W. G. McAdoo, gave
this conviction an agrarian slant. Facile and plastic, McAdoo
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was making himself over in the image of William Jennings -
Bryan. A corporation lawyer, he freely attacked Wall Street
and the monopolies, even while accepting a retainer from E. L.
Doheny. He became, like Bryan, a strong prohibitionist. He
deferred to the religious passions of the Bible belt. He even
adopted a cautious agnosticism towards the Ku-Klux-Klan. In
March 1922, moving from New York to California, he was
emerging as the unquestioned leader of southern and western
Democrats.

The Democratic gains in the congressional elections later that
year filled him with hope. With Cordell Hull of Tennessee as
chairman of the National Committee, a re-invigorated Demo-
cratic party picked up seventy-three seats in the House of
Representatives. “What a wonderful victory we won in
November!” McAdoo wrote to Franklin D. Roosevelt of New
York. “But this is a mere circumstance to what we can do to
the Republican reactionaries and standpatters in 1924 if the
Democratic Party convinces the country during the next two
years that it is truly a liberal and progressive Party.” ¢ .

But McAdoo had opted for Bryan too late. The character of
the nation had changed since 1896. The 1920 census disclosed,
for the first time in American history, that more people were
living in cities than in the countryside. And New York, the
greatest of cities, was giving the urban democracy an effective
spokesman.

Alfred E. Smith, fifty-one years old, was completing his
second term as New York’s governor in 1924. Born on the
third floor of an East Side tenement, he grew up near the
Battery, swam with the gang in the East River, attended
parochial school, and worked during his teens from dawn to
sunset as a checker at the Fulton Fish Market. The city was
in his rolling walk, in the nattiness of his dress, in the nasal
twang of his voice, in the tilt of his head and the breezy
impudence of his wise-cracks. He was, among other things, a
talented amateur actor; and this heightened the arresting
impression he gave of the American cockney.

With his lively wit and his affable personality, Smith drifted
easily into politics. In 1903 he was sent to the state Assembly
at Albany; by 1911 he was the Democratic leader. The legisla-
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tive experience at first dismayed him. But, with his exceptional
practical intelligence, he began to attain a striking mastery of
state affairs. At the same time, he began to take the lead in
working towards new social programmes for the Democratic
party. The city organisation had always been more or less {“for
the people” by instinct and function. It had to serve them to
survive, and serve them it did—by finding them jobs in gpod
times, paying their rent in bad, interceding for them with the
police or the priest, and remembering them at Thanksngmg
and Christmas. But the machine could not cope with such
problems as wages, hours, and working conditions. Legislative
action by the state was necessary to fill this gap.

In the spring of 1911 nearly 150 girls died in a fire at the
Triangle Shirtwaist Factory, suffocating in the narrow space
behind locked doors, or leaping, screaming, to the streets below.
The disaster shocked the public into protest. A citizens’ com-
mittee on safety was formed; Henry Stimson and Henry
Morgenthau, Senior, were at various times its chairmen,
McAdoo was one of its members, and its secretary was a social
worker named Frances Perkins, who had actually watched the
Triangle fire.

The state legislature was quick to respond. In June 1911 it
set up a Factory Investigating Commission. Its chairman was
Robert F. Wagner, an earnest young German from the upper
East Side, who had become Democratic leader in the Senate;
Al Smith, the Irishman, was vice-chairman. Both Smith and
Wagner understood from their own experience something of
the helplessness of immigrant labourers in American industry.
When someone once cited Wagner’s owh rise from the slums
as proof of the opportunities for the poor, Wagner replied:
“That is the most God-awful bunk. I came through it, yes.
That was luck, luck, luck. Think of the others.” Yet neither
Wagner or Smith had before fully realised the -aching hours
of labour in dark lofts, the filth and stink in the wash-rooms
and toilets, the callous use of child labour. Frances Perkins, as
an investigator for the Commission, took Smith to see the
thousands of women, pale and exhausted, coming off the ten-
hour night shift on the rope-walks in Auburn. In one factory
she made Bob Wagner crawl through the tiny hole in the wall,
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marked “Fire Escape”, to the steep iron ladder covered with ice
and ending twelye feet above the ground. She got the Com-
mission up at dawn to watch six- and"seven-year-old children
snipping beans and shelling peas at a Cattaraugus County
cannery. Neither Smith nor Wagner ever forgot what he then
learned.’

I

The result was a more purposeful direction for Democratic
legislative policies. In the past, all the persistence of the social
workers and the Consumers’ League had been necessary to get
social measures on to the floor. But many Democratic legislators,
who knew poverty by birthright, were sympathetic; and the
bosses were now acknowledging the political appeal of reform.
Charles F. Murphy, the boss of Tammany Hall, had opposed a
bill limiting the work week for women to fifty-four hours. When
Frances Perkins subsequently asked his support for a new
welfare measure, he said: “It is my observation that that bill
made us many votes. I will tell the boys to give all the help
they can.”

For men like Smith and Wagner, it was a labour of conscience
and of love. Smith, who had demonstrated his grasp of state
problems in the Constitutional Convention of 1915 (“of all the
men in the convention,” said Elihu Root, its president, “Alfred
E. Smith was the best informed on the business of the State”),
was elected governor in 1918. The social work ethos, as
interpreted by his close friend Belle Moskowitz, guided his
executive policies. Defeated in the Republican sweep of 1920,
he was re-elected in 1922, and his programme received new
vindication.

Where Bryan and McAdoo and the agrarian Democrats stood
for an economic pseudo-radicalism, prickling with fulminations
against Wall Street and monopoly, Smith stood for a social
welfare liberalism, indifferent to the concentration of wealth,
uninterested in basic change, but concerned with protecting the
individual against the hazards of industrial society. Smith’s
message to the legislature in January 1920 summed up his pro-
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gramme: a minimum-wage law; eight-hour day for women;
maternity insurance; extension of workmen’s compensation;
state doctors and nursed in rural communities. He also favoured
the state ownership of hydro-electric power, and he had a pro-
found faith in civil liberties—a faith that led him to oppose
reckless legislative investigations of radicalism and attempts to
censor books and films.

Smith excelled as a public administrator. He used experts
with skill and confidence; but the court of last resort was gxis
own sturdy and equable instinct for government. “He hag a
marvellous faculty,” said Franklin Roosevelt in 1924, “for cyt-
ting the Gordian knots of argument and counter-argument with
the sharp sword of common sense.” And Smith knew that
reform would not endure except on the basis of popular under-
standing. His programmes succeeded in the end because he saw
politics as an educational process.®

v

Rural America was digging in for its rear-guard stand in the
‘twenties. In the Eighteenth Amendment it made one last effort
to impose its mores on the cities. Through the Ku-Klux-Klan
it sought to maintain racial purity against the city immigrants.
In a series of smaller actions, of which the Scopes case in Dayton,
Tennessee, was the most spectacular, it tried to protect the
dogmas of traditional faith against urban heresy. When
Democrats gathered for the convention of 1924, McAdoo and
Smith were more than rival candidates. They were antagonistic
symbols for the emotions of agrarianism, prohibitionism, funda-
mentalism, and xenophobia. And this year the convention met
in New York—for Al Smith home, and for Bryan “the enemy’s
country.”

There were moments in the long session at Madison Square
Garden when the city—country tension lifted. One was when"
Franklin D. Roosevelt, the vice-presidential candidate four years
before, approached the rostrum to nominate Smith. Crippled in
1921 by an attack of poliomyelitis, Roosevelt ‘was making his
return to national politics. He was wheeled to the platform in
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a chair; then, leaning on crutches, he walked to the speaker’s
desk. The gallgries went wild when he hailed Smith as “the
‘Happy Warrier’ of the political battlefield.” The speech, Walter
Lippmann wrote to Roosevelt, was “a moving and distinguished
thing. I am utterly hard-boiled about speeches, but yours seems
to me perfect in temper and manner and most eloquent in
its effect.” In the corridors delegates talked with regret about
Roosevelt’s unavailability.”

Another such moment came when Newton D. Baker called
for an endorsement of the League of Nations. Tears in his eyes,
Baker spoke of his duties as Secretary of War: “The acceptance
of a strange and perverse fate called upon me who loved the life
of youth . . . to come to your houses and ask you to give me
your sons that I might send them into those deadly places. And
I watched them and shivered and shrank with fearful fear and
I welcomed the living back, oh, with such unutterable relief
and joy, and I swore an obligation to the dead that in season and
out, by day and by night, in church, in political meeting, in the
market-place, I intended to lift up my voice always and ever
until their sacrifices were really perfected.” For a moment the
exaltation of 1919 was renewed. But Baker spoke to the con-
science of the convention, not to its calculations, and the
delegates, cheering his speech to the echo, voted down his
resolution.®

The motion to denounce the Ku-Klux-Klan by name in the
platform brought the deeper issues to the surface. For months
McAdoo had been importuned to come out against the Klan.
Instead, under the embarrassment of the disclosure of his
Doheny connection, McAdoo talked darkly when he arrived
for the convention about the “sinister, unscrupulous, invisible
government which has its seat in the citadel of privilege and
finance in New York City.” The Klan was the cutting edge of
rural protest; and McAdoo could not reject it. As a bitter
debate proceeded, William Jennings Bryan finally rose to speak
against the motion. The galleries, packed by Tammany, shouted
and booed. On the floor southern and western delegates watched
in cold anger as their hero faced the urban scorn. Bryan waited
for the storm to subside; then the melodious voice rang out,
and he tried to call the convention back to the issues in factory



102 OUTSIDE LOOKING IN

and farm. “My friends,” he added, “it requires more courage
to fight the Republican Party than it does to fight the Ku-Klux-
Klan.” But his immense dignity could only still the galleries;
it could not persuade them. Finally the convention rejected by
a single vote the proposal to name the Klan.®

The fight between Smith and McAdoo dragged on, ballot after
weary ballot, the delegates meeting in caucuses and answerin
roll-calls through the humid session, then retiring for snatche
of sleep in steammg hotel rooms. Two-thirds was necessary fo
victory, by the ancient rule of the Democratic party; but neither\
Smith nor McAdoo could win even a majority. Each day of
deadlock reduced the value of the nomination. Finally a steady
drift of exasperated delegates to John W. Davis of West Virginia
brought his nomination on the one hundred and third ballot.
With even less enthusiasm, the convention picked Bryan’s
younger brother, Governor Charles W. Bryan of Nebraska, to
complete the ticket. . . . A newspaper-man congratulated Davis. °
“Thanks,” said Davis with a wry smile, “but you know how
much it is worth.” 1°

Yet, for all the chaos of the convention, few men were better
qualified for the Presidency than the man it eventually chose.
Davis had served in Congress, where he helped draft the Clayton
Act and had a generally progressive record. He had been a
brilliant Solicitor-General under Wilson, and, at the age of forty-
five, had become Ambassador to Great Britain. Wilson had
opposed the suggestion of his nomination in 1920; but in many
respects Davis was the perfect heir of the New Freedom that
Wilson had expounded in 1912. Born the same day as Thomas
Jefferson, Davis was unqualified in his literal Jeffersonian
devotion. “I think Jefferson was the greatest political thinker
this country has produced, and I expect to die in that
faith.” His programme was tariff reduction, tax reduction, and
economy. “Above all,” he said, “as the keynote of all Democratic
policy, in passing upon any question, let the controlling aim and
ambition be to keep the road open for private enterprise and
personal initiative.” *!

But he was vulnerable as a candidate. On leaving the govern-
ment service in 1921 he had become a Wall Street lawyer. For
many progressives, the choice between W. M. Butler’s crony and
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J. P. Morgan’s counsel was bitter. To radicals of both parties,
one man stood out as the incorruptible champion of the public
welfare—Robert M. La Follette of Wisconsin.

Where T.R. and Wilson had walked down the path of
nationalism and war, where Bryan had succumbed to Chautau-
qua evangelism and Florida real estate, La Follette, austere and
mistrustful, had kept the faith. Under his leadership Wisconsin
had established the first ‘modern income tax law, the first
effective workmen’s compensation law, the first modern labour
legislation, the first legislative drafting service. In the com-
placent 'twenties, he was now demanding increased inheritance
taxes, an excess profits tax, public ownership of railroads and
water power, and abolition of the labour injunction. He was
particularly exercised about the Supreme Court—“the actual
ruler of the American people,” he called it in 1922—and he
suggested that Congress be given power to re-enact statutes
nullified by the Court.'?

Insurgency had been bubbling up elsewhere in the farm belt
since the war. In North Dakota the Nonpartisan League, with
its Socialist organisers and editors, had begun moving through
the grain states demanding state-owned elevators, flour-mills, and
packing-houses; by 1920, Nonpartisan Leaguers helped found
the Farmer-Labor party in Minnesota. And organised labour
too was discontented: in 1922 the fifteen railroad brotherhoods
called a Conference for Progressive Political Action in Cleveland.
Out of the spreading unrest there were emerging the materials
for a third party.

But the war had bred new perils for American liberalism.
The American Workers’ party, operating under orders from the
Comintern in Moscow, saw its opportunity in the La Follette
enthusiasm. The Communist-dominated Farmer-Labor Federa-
tion accordingly called a convention to nominate La Follette in
the spring of 1924. But the grizzled old fighter had no illusions
about the Communists. Their only purpose in joining the Pro-
gressive movement, he said, was to further the chaos they
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required for their ultimate aims. “I believe, therefore, that all
Progressives should refuse to participate in any mnovement which
makes common cause with any Communist organisation.” **

The Progressive convention in July was a reunion of a genera-
tion of reform. From General Jacob Coxey on, they came|to
Cleveland, New Nationalists and New Freedomites, sodial
workers and social gospellers, trade unionists, Nonpartisan
Leaguers and Socialists. La Follette received the nomination by
acclamation; and Burton K. Wheeler, the radical Democratic
senator from Montana, joined him on the ticket. “Betweeh
Davis and Coolidge,” said Wheeler, “there is only a choice for
conservatives”; during the campagn he called them the “Gold
Dust Twins.” The convention platform stood pretty much in
its proposals for western radicalism of the old anti-monopoly
type. In its affirmations (contributed by the Bull Mooser Donald
Richberg) it spoke in the accents of the New Nationalism,
condemning “the principle of ruthless individualism and
competition” and backing “the progressive principle of co-
operation.”**

The Progressive ticket won the support of the Scripps-Howard
press, the American Federation of Labor, and most of the
reformers. La Follette concentrated largely on theé monopoly
issue, though he added enough attacks on Wilson’s war policy
to alienate many Wilsonians and attract many German-
Americans. But, despite the Progressives, it was a listless
campaign. The combination of Coolidge and prosperity was
invincible. Together the Progressives and the Democrats polled
about two million fewer votes than the Republicans. La Follette
while carrying Wisconsin and beating Davis in a few other states
ran about three and a half million votes behind him in the
nation.

The Progressive party of 1924 had even less future than the
Progressive party of 1912. The railroad brotherhoods pulled out
early in 1925, leaving the organisation to a tug-of-war between
the western agrarians and the Socialists. Someone saw La
Follette early in 1925, lying on the couch in his office, his face
lined and anxious, puffing at his pipe. “I believe in democracy,”
the old man said, “but will it ever work?” With his death a few
months later, his party crumbled away. It had no centre of faith
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or doctrine to held its parts together—nothing but the scraps of
thirty years of agitation. “Throughout this period,” said Donald
Richberg, looking back a few years later, “the progressive forces
in American political life had only the vaguest ideas of where
they were going.” '#

VI

As for the Democrats, they were little better off. McAdoo’s
anti-Wall-Street rhetoric could not conceal his lack of ideas
about financial concentration. Smith had an excellent social
programme on the state level, but few larger conceptions. No
doubt agitated him, for example, about the soundness of the
economic order; as Walter Lippmann noted in 1928, he was “the
most powerful conservative in urban America.” '* And the
national party organisation was in hopeless disrepair.

In December 1924 Franklin Roosevelt addressed a circular
letter to the delegates at the recent convention. The Republican
party, he observed, stood “for conservatism, for the control of
the social and economic structure of the country by a small
minority of hand-picked associates”; but the Democratic party
as “the party of progress and liberal thought” could not realise
its potentialities until it had achieved party efficiency and unity.
What might be done to revive the party organisation? !*

The replies amounted to an inquest on a party in defeat. Some,
like Carter Glass of Virginia, argued that the party was getting
too tainted with “La Folletteism and Bryan-ism”; Albert C.
Ritchie, the governor of Maryland, wanted to assert states rights
against Republican policies of centralisation. Others, like
Governor William E. Sweet of Colorado and Clarence C. Dill of
Washington, thought the party too conservative. Some described
the party as merely an aggregation of local interest, incapable
of affirmative purpose. Some said that little could be done so
long as the press was closed to the Democrats; as Homer
Cummings of Connecticut put it: “We are really up against what
might be called a ‘ruling class’ proposition.” Many appeared
to sympathise with the melancholy observation of Henry
T. Rainey of Illinois: “We can do nothing except wait for the
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Republican party to blow up.” A number expressed wistful
interest in Roosevelt as a possible candidate in /1928.”‘

Roosevelt next suggested a party conference to consider issues
of organisation. But the national chairman was unhappy about
this proposal; influential New York Democrats, like Baruch gnd
Norman Davis, opposed it; Bryan and the McAdoo supporters,
remembering Roosevelt as Smith’s manager in 1924, were
suspicious. In the end, the conference dwindled to a series pf
dinner meetings in Washington between Roosevelt and leadi
Democratic senators and congressmen.

Roosevelt continued to emphasise in his incessant correspond-
ence that the Democratic party must make itself “by definite
policy, the Party of constructive progress, before we can attract
a larger following.” Ever since 1920, he wrote in 1925, “we have
been doing nothing—waiting for the other fellow to put his foot
in it.” The other fellow had put his foot in it, Roosevelt con-
tinued, with the Harding scandals and the Mellon tax plan; but
the Democrats could not even carry the Congress. The trouble
lay in the fact that “in the minds of the average voter the
Democratic Party has today no definite constructive aims.”

In November 1925 Roosevelt read Claude Bowers’s Jefferson
and Hamilton. Reviewing it for the New York World, he con-
trasted Hamilton, backed by the well-organised forces of wealth,
birth, commerce, and the press, with Jefferson, who could count
only “on the scattered raw material of the working masses,
difficult to reach, more difficult to realize.” Roosevelt wrote
that when he laid down the book, he had a breathless feeling
of what the republic might be like if Hamilton had won. “I
have a breathless feeling too,” he said, “as I wonder if, a century
and a quarter later, the same contending forces are not again
mobilizing.”

“Hamiltons we have today,” said Franklin D. Roosevelt. “Is
a Jefferson on the horizon?” **



CHAPTER XIII

PROTEST ON THE COUNTRYSIDE

THE AMERICAN FARMERS had risen nobly to the challenge of war.
In the decade after 1910 they had increased the aggregate acreage
harvested by nearly 15 per cent. American food saved much of
Europe from hunger and revolution. But prosperity had induced
expansion of output; and, when European farms resumed pro-
duction after the war, the export market for American agri-
cultural products began to decline. While business-men in the
cities marvelled at having solved the secret of prosperity, the
farmers, in gloom and indignation, watched gross agricultural
income fall from $17.7 billion in 1919 to $10.5 billion in 1921.
The farm price index fell in the same period from 215 to 124;
and farm land values capsized everywhere. As prices dropped,
the burden of taxation and debt grew. Interest charges per acre
more than doubled between 1916 and 1923. The countryside’s
terms of trade with the city turned sharply for the worse.!

Discontent produced protest. The crisis gave new life to the
Grange and the Farmers’ Union and unexpected scope to the
new and aggressive American Farm Bureau Federation. Where
the Progressive party of 1912 had barely mentioned the farmer
until the seventy-second paragraph of its interminable platform,
the Progressive party of 1924 centred its whole appeal on
the farmer’s sense of inequality. As early as 1921, agricultural
senators and representatives began to huddle together in the so-
called Farm Bloc. “Under the policy of protection we have built
up a great industrial nation,” said Senator Arthur Capper of
Kansas in 1922, “and the same protection cannot now be with-
held from agriculture if we would preserve the balance between
industrial and agricultural growth.” *

107
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But the problem remained to work out this prqtective principle
in legislation. An answer soon came, not from frmers, but from
two executives fresh from the War Industries Board, a farm
machinery manufacturer named George N. Peek, and a retired
cavalry brigadier-general named Hugh S. Johnson, now presi-
dent and general counsel of the Moline Plow Company |(in
Illinois.

Early in 1922 Peek and Johnson circulated an unsign
pamphlet entitled Equality for Agriculture. They proposed
two-price plan for American farm output: a protected price fo
the American market, and a world price for the surplus thrown
on the world market. The American price would be determined
by what the authors called the “fair exchange value” of the crop
—that is, a price bearing the same relation to the general price
index as the average crop price for the ten pre-war years bore
to the average general price index for the same period. (Wallace’s
Farmer in Des Moines promptly dubbed this concept “parity”.) .
As for the surplus, a federal export corporation would buy it at
the American price and dump it abroad for whatever the market
would bring. The loss to the government would be made up
by an assessment imposed upon the owners of the commodity
benefited; this assessment was known as the “equalisation fee”.?

The Peek-Johnson plan ignored such long-range problems as
reduction of costs, technical reorganisation, and soil conserva-
tion. But it did offer a mechanism that would prevent the
surplus from toppling the whole structure of farm prices. An
unrelenting advocate, Peek devoted an increasing amount of his
time after 1922 popularising the equalisation fee idea. And in
Henry C. Wallace, Harding’s Secretary of Agriculture, Peek
found a sympathetic listener.

I

Wallace, who had been for many years editor of Wallace’s
Farmer, knew the worries of the grain belt. But he discovered
himself almost alone in this concern in the Harding administra-
tion. “The farmers of America,” reported Senator Capper
bitterly in 1922, “found themselves being opposed instead of
aided, by business groups which should be the best friends of
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agriculture.” The appointed voice of business in the Cabinet
was, of course, Secretary Hoover; and Hoover had ideas of his
own about what he persisted in calling “the agricultural
industry.” In 1920 the Washington representative of the Grange
had pronounced him, of all the presidential possibilities, “the
most objectionable to the farmers of this country.” “His deal-
ings with hog and milk and beef producers,” said Wallace the
same year in reference to the War Food Administration, “gave
evidence of a mental bias which causes farmers to thoroughly
distrust him. They look upon him as a typical autocrat of big
business.” *

Hoover felt that the Department of Agriculture should con-
fine itself to telling the farmer what he should grow, while
Commerce should tell him how he should dispose of it. But
Wallace had no intention of resigning functions he deemed so
indispensable to the farmer’s prosperity. He tried to strengthen
the Department, particularly by organising the Bureau of Agri-
cultural Economics; but his effort to gain a voice for agriculture
in the business administration was an uphill job. “Unless
farmers as a class get busy and fight for their rights,” he told
an adviser, “we in the Department will not long be able to take
a national point of view because the point of view of other
interests will dominate us.” *

Early in 1923 Wallace directed the preparation of a draft bill
based on the Peek-Johnson plan. In January 1924 Senator
Charles McNary of Oregon and Representative Gilbert N.
Haugen of Towa introduced the bill into Congress. But Hoover
opposed the McNary-Haugen bill with violence. Even thirty
years later, he called Wallace “a fascist” for favouring the
measure. And in 1924 an alliance between the agricultural South
and the business community defeated the bill in the House.
Still, its advocates were quick to rally. Peek organised the
American Council of Agriculture to co-ordinate the fight;
Bernard Baruch supplied funds and encouragement; and
Wallace called on Chester C. Davis, farm editor and Montana
Commissioner of Agriculture, to come to Washington to work
for the bill.

The Secretary’s energy, though, was beginning to ebb. Worn
by Hoover's incessant opposition, racked by sciatica, Wallace
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laboured beyond his strength in the McNary-Haugen fight and
on a book of his own about the farm crisis. IniOctober he went
to the hospital for an operation. A week later he was dead.
“Many said that the situation in Washington killed Wallace,”
wrote a close associate. ‘“Others made it more definite apd
personal.” Coolidge promptly offered the vacant Agriculture job
to Hoover. Hoover turned it down; the post went instead \to
W. M. Jardine, who admired the Commerce Department and,
as Hoover laconically wrote, “established at once full co-
operation with us.” ¢ \

juie

Hoover was now in control. But the McNary-Haugenites were
undiscouraged; and they had a new Wallace to assist them. The
Secretary’s son, Henry Agard Wallace, lanky, awkward, tousled,
and deeply sincere, a brilliant experimental geneticist and a
talented farm economist, had taken over the editorship of
Wallace’s Farmer during his father’s absence in Washington.

In a book of 1920, Agricultural Prices, young Wallace had
placed the farm problem in a broad historical context. He was
sceptical of the “idealistic social workers, representatives of
organized labor, and many farmers [who] would like to do
away with the speculative system of registering prices, sub-
stituting price-fixing legislation.” But he emphasised that the
only way for the farmer to maintain income in a free market
was to reduce the size of his crop at strategic moments. As
Wallace wrote, in accents reminiscent of Thorstein Veblen,
whom he greatly admired, farmers “will find it necessary to
practice sabotage in the same scientific, businesslike way as
labor and capital.” And when the farmers succeeded in this,
when capital, labour, and farmers were all placed in equally
powerful bargaining position, then, said Wallace, would there
not be the possibility that all might come to see “the futility
of sabotage as a price-sustaining force?” ’

In the meantime, he was ready to offer the farmer temporary
expedients. In 1921 he urged voluntary acreage reduction: “less
corn, more clover, more money,” He advocated governmental
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crop insurance 3nd, as early as 1922, began to talk about an
“ever-normal granary.” And he sharply criticised Republican
farm policies. (Hoover used to complain to Harding and
Coolidge about disrespectful editorials in Wallace’s Farmer. On
one occasion, according to a much-told story, Coolidge asked
Hoover why a man who had been so long in public life worried
about such attacks. “Don’t you?” said Hoover, mentioning an
article on Coolidge by Frank Kent in the American Mercury.
“You mean that one in the magazine with the green cover?”
replied Coolidge. “I started to read it, but it was against me,
so I didn’t finish it.” As for Secretary Wallace, he bore patiently
with his son’s strictures on his colleagues; only once did he say
to young Henry, “Have a heart.”)*

Young Wallace also had a shrewd political sense. The farmers’
hope, he was coming to feel, lay in what he called “a marriage of
corn and cotton.” ® Chester Davis worked particularly hard on
developing a West-South alliance. Their efforts were aided by
southern fears of a cotton surplus in 1926. In 1927, with mount-
southern support, the McNary-Haugen bill passed both houses
of the Congress. Coolidge—on the same day that he issued a
proclamation increasing the tariff on pig iron 5o per cent—vetoed
the bill in an unwontedly wrathful message. A year later,
Congress passed the bill once more, and Coolidge snapped back
with another veto.

In the meantime, other nations were building defences against
the unloading of farm surpluses. That spring in Washington
Chester Davis told Peck: “George, this is the last heat I trot.
We can’t dump surpluses over the sort of tariff walls they’re
rearing over the water now.” “The hell we can’t!” Peek said
shortly.?®

The McNary-Haugen bill had other defects. It would
probably have been difficult to administer; and, worst of all,
it had no means of stopping its higher prices from creating even
greater surpluses. After the 1928 veto, enthusiasm for it began
to wane. The National Grange turned to the export debenture
plan, which proposed to subsidise crop exports by a system of
bounties on export products; but this plan, while administra-
tively simpler than the McNary-Haugen bill, also had no means
of preventing surpluses and assumed that dumping would be
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indefinitely feasible as a solution. Young Herry Wallace and
and others agreed with Davis that the rlse of economic
nationalism was rendering both McNary-Haugen and the
export debenture plan obsolete.

v

The hard question, it now appeared, was how to raise fa?gn
prices without calling new acreage into production. In the early
‘twenties John D. Black of the University of Minnesota and M.
L. Wilson of Montana State College had begun to put forward
the idea of agricultural adjustment—that is, of some kind of
planned relationship between planting and demand. In 1927 a
Department of Agriculture economist, W. J. Spillman, in a book
called Balancing the Farm Output, contended that the answer
lay in limiting the amount of crop for which the farmer was to
have protection and thus making it hard for the farmer to profit
by increasing his acreage of a protected crop.

Spillman’s scheme involved a complicated system of “limited
debentures”. But in the late 'twenties Beardsley Ruml of the
Laura Spelman Rockefeller Foundation, impressed by a pro-
gramme of agricultural control he observed in operation in
Germany, asked John Black, ncw at Harvard, to investigate its
adaptability to the American farm problem. In 1929 Black
worked out the details of what he christened the voluntary
domestic allotment plan—so called because it was based on the
principle of allotments to individual producers of rights to sell
the domestic part of their crop in the domestic market at the
protected price. Since output beyond the allotment contract
would not receive price protection, the probable effect, it was
argued, would be to discourage surpluses; as a consequence,
dumping was far less important than in the competing schemes.
The farmer, in short, would receive a subsidy in return for a
tacit agreement to limit his output.!

For men like H. A. Wallace and Chester Davis, already
moving beyond McNary-Haugenism, the domestic allotment
plan began to hold out some hope. M. L. Wilson read Black’s
statement of the plan with excitement out in Montana. “The
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problem of immediate farm relief,” wrote Professor Rexford G.
Tugwell of Columbia, “is, then, that of limiting production, not
to the nation’s or the world’s needs, but to the buying capacity
of the farmers’ market.” ** In 1928 domestic allotment still
seemed an academic proposition. Yet, in the meantime, the
struggle over the McNary-Haugen bill had had a powerful
educational impact on both the farmer and the country. The
farmer was now beginning to think in national terms, and
economists as well as politicians were at last regarding agri-
culture as a national problem.



CHAPTER XIV

THE STIRRINGS OF LABOUR

I

THE nearly eleven million Americans engaged in agriculture in
1920 were not the only group outside the orbit of the business
classes. Three times as many men and women worked for daily
or weekly wages. Like the farmers, the workers as a class had
prospered during the war; like the farmers, they watched their
fortunes slump badly in the post-war depresssion, when aggregate
pay-rolls dropped over one-third in a single dismal year. For
the rest of the decade, however, labour made a better recovery
than agriculture,

It was not, accordingly, a time of marked labour discontent.
Yet real wages, while i lmprovmg steadlly, still lagged dangerously
behind the even greater increases in product1v1ty And average
wages were hardly high enough to sustain the illusion that
labour was a full partner in the boom. Estimates of minimum
“health- and-decency budgets ran from $1820 to $2080 a year;
but average earmngs of workers never rose above §1500 at any
point in the decade. And there were many below the average.
In 1922 the average hourly wage for a male weaver in Alabama
was 25 cents, for a female frame spinner, 17 cents. Nor could
it be said that labour was paid off in increased leisure. The
average work week remained around o hours, and in some
industries it was longer. Even at the end of the decade, tens
of thousands of steelworkers were working seven days a week
and thousands were working 84 hours. In southern textile mills,
women and children worked from §4 to 60 or 70 hours a week.
And business leaders were generally hostile to proposals for a
five-day week. “Nothing breeds radicalism more quickly than
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unhappiness unless it is leisure,” said the president of the
National Association of Manufacturers in 1929.!

But the trade union movement, consisting essentially of
skilled and relatively well-paid workers, showed little interest
in the overworked, underpaid mass-production industries. Union
membership itself declined from its all-time high in rg20 of
over 5§ million to 3.4 million in 192g—from 12 per cent of the
labour force in 1920 to 7 per cent at the end of the decade.? And
labour leadership grew increasingly cautious and conservative.
Thus the United Mine Workers had been in 1920 the largest
union in the country; its membership of nearly 500,000 included
almost 60 per cent of the miners. When the coal depression and
internal feuds began to weaken the organisation, rebels sought
to revitalise the union with new economic ideas and new
organising drives. But John L. Lewis, the UM.W.s powerful
and crafty president, a believer in free enterprise and the
Republican party, beat off his progressive critics and established
firm control. By 1930 the union was less than half its size of a
decade earlier.?

Stagnation spread through the labour movement. The once
powerful railroad unions did not quickly recover from the
exhausting strikes of 1921 and 1922. Textile unionism was
nearly extinct, even in the North. Iron and steel, machine tools
and metals, were less organised than they had been during the
war. The expanding automobile industry wholly resisted
unionisation. Unions grew stronger in the garment trades, but in
important centres like New York their growth was racked by
troubles with gangsters and Communists. Only in the building
trades did unions flourish. At the beginning of the decade this
most conservative group included about one-fifth of the total
AF. of L. membership; by the end, nearly one-third.

The A.F. of L. was more than ever an exclusive movement of
the skilled crafts, representing a small minority of American
workers. When Samuel Gompers, for nearly half a century its
leader, died in 1925, the scramble for succession resulted in the
triumph of the lowest common denominator among the con-
tenders—an ex-miner named William Green. A comfortable man
with the air of a small-town banker, rimless glasses on a placid
face, a large gold watch-chain in his waistcoat, and a diamond
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ring on his finger, an Odd Fellow and an Elk, Green brought
the Harding virtues to the leadership of American labour.

decline of the labour movement. External opposition played a
Jarge a réle. Business-men broke unions, smashed strikes, and
everywhere asserted the sacred principles of the open shop. They
held up unionists to community disdain: thus when a few
Detroit ministers invited labour people to occupy their pulpits
during the AF. of L. convention in 1926, the Board of Com-
merce had most of the invitations revoked. (A young pastor in
a working-class parish named Reinhold Niebuhr defied the edict;
at the same time, he was baffled by the fear of the labour leaders,
who, Niebuhr wrote, “impressed me as having about the same
amount of daring and imagination as a group of village
bankers.”)

The courts meanwhile gave business sentiment the force of
law. As the Chief Justice of the United States said of the
American labour movement in 1922: “That faction we have
to hit every little while.” * Under Taft’s leadership, the Supreme
Court proceeded to hit labour whenever it could. In the Bailey
case, the Court struck down a congressional attempt to prohibit
child labour. In the Adkins case, it struck down a District of
Columbia law setting minimum wages for women and children,
thereby rejecting a brief prepared by Felix Frankfurter and
Molly Dewson for the Consumers’ League. And courts fairly
regularly approved the “yellow-dog” contract, which compelled
the worker to agree not to join a union if he wished to hold his
job, as well as the labour injunction, to which business freely

‘resorted as a means of stopping strikes.

The adverse court decisions in the early *twenties were largely
responsible for organised labour’s flier in politics. But the La
Follette campaign seemed to exhaust labour’s political energies.
The Railway Labor Act of 1926, drafted by Donald Richberg,
helped bind the wounds of the railroad brotherhoods. By 1928

But it was not only internal stagnation that accounted for th§
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labour leadership could hardly have been less rebellious. John
L. Lewis, describing Secretary Hoover as “the foremost indus-
trial statesman of modern times,” declared his election an
imperative necessity “so that the unprecedented industrial and
business prosperity which he inaugurated may be properly
developed and stabilized.” ¢

m

Non-labour people continued to fight labour’s battles. “It is
significant,” said Abraham Epstein, the champion of social
insurance, “that most of the labor legislation already on the
statute books is largely the result of individual efforts of
organizations made up of but few union card men and with
little or no financial support from the labor movement.”” And
accident occasionally enlisted new recruits. Senator George W.
Norris of Nebraska, campaigning in Pennsylvania in 1926, was
driven about a company town by a wreck of a man whose head
was jammed out of shape, his skin seared black, a survivor of
an explosion in the mines. He told Norris about the miner’s
life, about the company towns, about the workers in debt to
company stores. He showed him in a neglected cemetery a
tombstone with the chiselled epitaph:

“For forty years beneath the sod
With pick and spade I did my task
The coal king’s slave, but now, thank God,
I'm free at last.”

On his return to Washington, Norris began his fight for the
abolition of the yellow-dog contract and for the limitation of
the labour injunction. With the assistance of such lawyers as
Frankfurter, Richberg, and Professor Herman Oliphant of Johns
Hopkins, he drafted a bill to achieve these purposes. In the
House of Representatives the volatile representative from New
York City, Fiorello La Guardia, introduced a companion
bill.®

Labour benefited from such efforts. But the A.F. of L. played
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little rdle in initiating them, preferring rather to place its trust
in the foremost industrial statesman of modern times. Yet,
underneath, new currents were stirring. Towards the end of
the ’twenties a series of strikes, especially in the needle trades
and in the textile mills, showed a defiance not yet smotﬁered
by the boom.

v

Gastonia, North Carolina, called itself the combed-yarn centre
of the South. Men, women, and children from the poverty-
stricken Carolina back-country crowded into flimsy shacks on
the outskirts of town to take jobs in the mills. In the largest
mill they received an average wage of less than $g for a full
work week of 66 hours. Many women had to work on night
shifts. Fourteen-year-old girls," operating two spinning-frames
with four sides, on their feet 11 hours a day, 6 days a week,
received $4.95 a week. Perpetually in debt to the company store,
the Gastonia workers were growing resentful and ready for
leadership. The stagnation in the A.F. of L. left a vacuum for
bolder men to fill.

When Communist organisers came to Gastonia in 1929, they
found the workers, deeply religious Anglo-Saxon and Scotch-
Irish mountaineers, ready to embrace the union with almost
evangelical fervour. But the attempt to organise provoked com-
pany retaliation and then a strike. Ella May Wiggins became
a familiar figure on the picket line. She was twenty-nine years
old, the mother of nine children, and she had worked on the
night shift in the mills. When her babies came down with
whooping-cough, she no longer dared leave them in the care
of her eleven-year-old daughter. But the foreman refused to put
her on the day shift so that she could tend the children herself.
Ella May quit her job. With no money for medicine, she
watched four of her children die. From her grief, Ella May
Wiggins began to speak to the mill workers. Her face was
wrinkled, her cheeks sunken, but her untaught voice rang out,

clear and true, in the melancholy cadences of the mountain
ballads.
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“We leave our homes in the morning,
We kiss our children good-bye,
While we slave for the bosses,
Our children scream and cry.”

In September, as the strike was entering its sixth month, Ella
May rode on a truck to a union meeting. An armed mob forced
the truck off the road. One of the mob raised his gun and fired.
Ella May gasped with incredulity, “My God, they have shot
me!” and dropped to the bottom of the truck.

“It is for our little children
That seem to us so dear,
But for them nor us, dear workers,
The bosses do not care.

The rain drizzled down on the open grave. The workers
huddled in silence, Ella May’s five little children stood in
terrible loneliness, while the cheap casket was lowered into the
ground. As the first clods of red earth fell on the coffin, a friend
completed Ella May’s song.

“But listen to me, workers,
A union they do fear;
Let’s stand together, workers,
And have a union here.”®



CHAPTER XV

|
THE STRUGGLE FOR PUBLIC POW\FR
\\

As for the liberals, they, too, were remote from power. In the
eras of the first Roosevelt and of Wilson, Presidents had read
their books, sought their advice, and solicited their support. But
the business community dismissed them as starry-eyed idealists,
when it did not denounce them as dangerous Bolsheviks. And
to their resentment over their fall the liberals added the con-
viction that business supremacy was degrading the nation they
loved.

Many issues crystallised this apprehension, but none, perhaps,
so much as natural resources. From the day of Theodore
Roosevelt, conservation had been a leading tenet in the liberal
faith. “Of all the questions which can come before this nation,
short of the actual preservation of its existence in a great war,”
Roosevelt said, “there is none which compares in importance
with the great central task of leaving this land even a better
land for our descendants than it is for us.” For Roosevelt and
for his Chief Forester, Gifford Pinchot, conservation meant,
above all, the development of resources “for the benefit of the
many, and not merely for the profit of the few.” The land, the
water, the forests, the minerals of the United States could not
be sacrificed to the quest for profit. “Life is something more
than a matter of business,” wrote Pinchot. “No man can make
his life what it ought to be by living it merely on a business
basis. There are things higher than business.”!

The fight between Pinchot and Taft’s Secretary of the Interior,
Richard A. Ballinger, dramatised the fact that conservation
programmes were never secure; and Taft’s repudiation of
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Pinchot exposed him—at least in the eyes of the Progressives—
as an agent of greed. Conservationist rule was restored during
Wilson’s administration, only to suffer a new setback when
Harding appointed Albert B. Fall as the Secretary of the
Interior.

In the meantime, the issue of hydro-electric power was grow-
ing in importance. Until the Forest Service was created in 1903,
Congress had been giving away the right to erect power dams
on navigable streams without compensation and without time
limit—“in other words,” said Pinchot, “for ever and for
nothing.” Pinchot instituted a policy of granting permits for
limited periods in exchange for the payment of fees. This
policy outraged the private power companies. But Pinchot
responded that if a few men ever succeeded in controlling the
sources of power they would eventually control all industry and
thus the whole nation as well. Roosevelt, backing him up,
described the power monopoly as “the most threatening which
has ever appeared” in the history of the nation.?

u

What had been an apprehension in 1910 was an actuality in
1925. Though the establishment of the Federal Power Com-
mission in 1920 had given the government new authority to
regulate inter-state hydro-electric development, the Commission
was hardly disposed to exercise its powers in the New Era. State
regulation through public utility commissions, embarked on so
confidently before the war, was floundering. Overshadowing
the feeble mechanism of regulation stood the complex and
impenetrable structure of the private utility systems.

Never had the architects of corporate finance built with such
craft and mystification. As electric power sales more than
doubled through the decade, the utilities field attracted the
attention of the nation’s most ingenious financiers. By the end
of the ’twenties, ten great utility systems had absorbed about
three-fourths of the total electric light and power business of
the nation. But, unlike the industrial field, where centralisation
often sprang from a desire to integrate production, the units in
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the utility networks were ordinarily wholly disconnected. The
impulse behind the holding company was thus not operating
integration. It was rather the temptation to exploit the quirk
in corporate finance which enabled a man, by pyramiding his
investment, to control an empire with an infinitesimal commit-
ment of his own cash. With bond and non-voting stock tarry-
ing most of a company’s corporate assets, 50 per cent or\even
less of the common stock gave power over a lot for a littl%.

A further charm of the holding company lay in its immunity
to regulation. “A Holding Company,” said Will Rogers, “s a
thing where you hand an accomplice the goods while the police-
man searches you.” * Operating companies were subject to state
regulation for their stock and bond issues as well as for their
rates to consumers; but holding companies were relatively free
to water their stocks and over-value their assets as the market
permitted. Through new security issues, holding companies
could pay for their investment in the operating companies; and
since the holding company ordinarily paid less in interest on its
own issues than it received from its investment in the operating
companies, its financial basis seemed foolproof. Once one level
of holding company organisation had been exploited, another
level could be built upon it, each new layer creating a new
bonanza for the promoters.

So profitable was this traffic in operating companies that hold-
ing companies bid up their price far beyond their actual worth.
The result was to inflate the value of the securities out of all
proportion to the value of the plant. The consequent burden of
over-capitalisation, passed along to the operating companies, was
eventually discharged on to the consumers through higher rates.
And, as the utility empires grew in complexity, they grew in
irresponsibility. The first effect of the corporate sleight-of-hand
was to disenfranchise the already bewildered stockholders. As
the fast shuffle accelerated, so, too, did the confusion. In the
end only sheer momentum—or the will of a dominant per-
sonality—could hold the structure together.
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The two largest utility groups—United Corporation and
Electric Bond and Share—were sustained chiefly by momentum.
The third largest—the Insull group—expressed the unlimited
ambition of its founder, Samuel Insull of Chicago. Insull’s
talent was partly his superior knowledge and daring, partly his
astute use of the devices of incorporation, partly his ruthless
managerial skill. Once when asked on the witness-stand whether
more humane policies in his gas plant might not result in greater
efficiency, Insull characteristically replied: “My experience is
that the greatest aid to efficiency of labour is a long line of men
waiting at the gate.”

When the utility boom of the ’twenties commenced, Insull
rode upon it with cool confidence. As he had muliplied plants
before the war, he now multiplied holding companies. By 1930
the gross assets of his group amounted to almost $2.5 billion;
it produced nearly one-eighth of the country’s electric power.
But the structure of his systems was increasingly beyond belief.
In his fantastic financial improvisation, no motive now remained
but the immediacies of profit and power. Owen D. Young of
General Electric, the most enlightened of the utility magnates,
later testified on the Insull group before a committee of Con-
gress. “I confess to a feeling of helplessness,” said Young, who
had reorganised the finances of Europe without a tremor, “as I
begin to examine in February, 1932, the complicated structure
of that organisation.” There were operating utilities, Young
said, with holding companies superimposed on them, and more
holding companies superimposed on the holding companies,
and more investment companies and affiliates on the fringe: it
was, Young surmised, “impossible for any man, however able,
really to grasp the real situation.” Young paused a moment. “I
should like to say here,” he added, “that I believe Mr. Samuel
Insull was very largely the victim of that complicated structure,
which got even beyond his power, competent as he was, to
understand it.” 4

Insull’s ideas extended far beyond his own utilities system.
From his estate in Libertyville he dominated Chicago, bribing
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the state utilities commission, affably encouraging the corrup-
tions of local politics, even building an opera-house. For the
Chicago reformers—Harold Ickes and Donald Richberg—Insull
was the enemy; and they sniped constantly at his well-fortified
outposts. To meet the threat of criticism, Insull set up the I‘linois
Committee on Public Utility Information. Soon various ptivate
utilities combined to establish the National Electric &ight
Association to do the job for the nation.

\
\
\

\

v

The N.E.L.A. and its affiliates distributed literature to news-
papers, libraries, schools, and fraternal orders. They dispatched
speakers to clubs, forums, even to churches. They buttonholed
legislators and public officials. College professors, students,
editors, lecturers, were secrctly placed on the utilities pay-roll.
Research was subsidised, and university funds replenished.
Text-books that told the truthful history of utilities finance
were censored, and more agreeable writings procured in their
place. A relentless campaign was conducted against the Bolshe-
vik heresy of public ownership. Rarely in American history had
business organised so powerful a propaganda offensive; and the
final brilliance lay in the fact that the expenses were borne by
g:ﬁ 5people themselves when they paid their electric light

.

The federal government did not require much pressure. In
articles and speeches, Hoover contended that the power
magnates were men of vision, moved by the spirit of service,
and that the state regulatory commissions were assuring the
consumer all the protection he could possibly desire. “The
majority of men who dominate and control the electrical utili-
ties,” he said, “themselves belong to a new school of public
understanding as to the responsibilities of big business to the
people.” Insull praised Hoover’s work, and the N.E.L.A. dis-
tributed his speeches. When Hoover’s two chief advisers on
power questlons left the Commerce Department, one became
the NEL.A’s managmg director, and the other went to work
for a utility lobby.®
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Even Hoover conceded that certain engineering projects—like
the Boulder Dam on the Colorado River—could be undertaken
only by the federal government; and that in such circum-
stances the government might generate electric power. But it
must sell this power at the dam; government distribution of the
power it generated was in Hoover’s view “pure socialism”.
And, in cases, like Muscle Shoals in Tennessee, where the
government owned power capacity built during the First World
War, the chief Republican desire was to dispose of it as quickly
as possible to private enterprise. Liberals in Congress, headed
by George W. Norris of Nebraska, succeeded in blocking such
proposals. But Norris’s own bills for federal development of
Tennessee power were doomed by presidential veto.

v

Of all the men in politics, no one cared more about public
power than this smallish man, with his white stiff collar and
black string tie, who had represented Nebraska in the Senate
since 1913. Norris was getting to be an old man; he was sixty-
five in 1926. Born on an Ohio stump farm of parents barely
able to write their names, he was three years old when his father
died. “I never heard a song upon the lips of my mother,”
Norris wrote later. “I never even heard her hum a tune.” But
the family was warm and devoted, held together by a woman
determined that her children should have the opportunities she
had missed. Young Norris, sleeping in an unfinished loft where
in winter the snow sifted in over his bed, was fired with his
mother’s ambitions for the future. On one warm spring after-
noon when she sweated in the sun to plant an apple tree, Norris
asked why she worked so hard: “You will be dead long before
this tree comes into bearing.” She paused and replied: “I ma
never see this tree in bearing, Willie, but somebody will.” 8

As a young man Norris taught at school until he earned
enough money to study law. In 1885 he moved west to the Beaver
valley of Nebraska. A fanatical Republican, he opposed the
Populists in 1892, became a prosecuting attorney and then a dis-
trict judge, and in 1903 went to Washington as a congressman.
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Increasingly influenced by Roosevelt Progressivism, Norris began
in time to chafe under Republican orthodoxy. “Clearly and with
absolute certainty,” he said, “I was compelled to abandon my
belief in the lofty character of the Republican party.”® Doggedly
devoted to principle, Norris saw no alternative to an inglepen-
dent course. His first target was Joe Cannon, whose PO\YCI‘ as
Speaker enabled him to rule the House of Representatives\ like
a czar. : \

With his plain black clothes and his humble manners, Nprris
was an easy man to underrate. He led a successful revolt against
Cannon. Then, elevated to the Senate in 1913, he continued to
walk his own path. He was one of six senators who opposed the
declaration of war in 1917. During the ’twenties he fought
against the labour injunction and the yellow-dog contract; he
strove for a constitutional amendment to end the lame-duck
session, where members of Congress who failed of re-election
could still make the laws of the nation; and he devoted himself,
above all, to the battle for public control of the natural resources
and against the power trust.

Norris’s liberalism was of an austere and fundamentalist type.
Born to frugality, he had, for all his sweetness, a puritan’s
suspicion of luxury. “No man can stick his legs under the
tables of the idle rich every night,” he said, “and be fit the next
day to sit in judgment on those who toil.” He bore scars of
personal tragedy: the death of his father, his first child born
dead, his first wife dying after the birth of their third daughter,
his twin sons by his second wife born dead. The dark shadow
rarely lifted from him; and at times he seemed to withdraw
altogether behind a veil of patient scepticism or of brooding
melancholy.

“I am on the downhill side,” he remarked in 1930, “—some-
times, I think, travelling rapidly. The end cannot be very many
years in advance. I think I have, to a great extent, run my
race.” The old man, his white hair brushed straight back in a
crest, his arched eyebrows unexpectedly black, his skin fresh
and pink, continued in his mild, Mid-Western voice: “I am not
conscious of having a single selfish ambition. Neither money
nor office holds any enchanting allurements. . . . I have received
all the honour I can ever expect. I should like to repay the
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people by an unprejudiced and unbiased service in their behalf,
I have no other ambition.” *°

For all his pessimism, George Norris had a poetic vision of
the possibilities of American life. “We are living,” he liked to
say, “in the dawn of an electric age.” Every stream in America,
tumbling “from the mountains through the meadows to the
sea,” was a potential power source; every drop of running water,
“from the snows, the springs, and the rain,” might make life
better for future generations. He saw America as a shining
land of turbines, generators, and transmission lines, white dams
brilliant in the sun with sparkling blue water behind, power
flowing to the people at a price that all could afford. “This is
a property,” Norris said, “which belongs to all of us, a source of
human happiness.” Its development, he declared, ought always
to be under public ownership and public operation.

All Norris’s disgust consequently went for those who would
deny Americans their heritage.

The power trust is the greatest monopolistic corporation
that has been organized for private greed. . . . It has bought
and sold legislatures. . . . It has managed to infest farm
organizations; it has not hesitated to enter the sacred walls of
churches and religious organizations. . . . With its slimy
fingers it reaches into every community and levies its tribute
upon every fireside. There is no avenue of human activity
that it has not undertaken to control. It has undertaken to
poison the minds of our boys in the Boy Scout organization.
It has undertaken to bribe the minister in the pulpit, and
with its sinister stealthy tread, it has even entered our public
schools and tried to poison the minds of our children.!!

As utilities propaganda became more insistent and the utility
structure more nightmarish, many liberals felt that public
power, more than any other question, summed up the larger
issue between the business community and the people. “The
power issue,” said John Dewey, “is the most weighty single issue
in the political field.” “Hydroelectric power,” Felix Frankfurter
wrote Franklin Roosevelt in 1929, “raises without a doubt the
most far-reaching social and economic issues before the American
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people, certainly for the next decade.”!? ‘As governor of
Pennsylvania, Gifford Pinchot resumed his old fight, and in
1923 established the Giant Power Survey which laid the basis
for the idea of public rural electrification. Nebraska, under
Norris’s influence, set up its public electric power systedl. In
New York Al Smith called for state ownership and operation
of water power. One community after another conducted;socal
fights for municipal power. \
The utilities denounced such proposals as socialistic and \un-
American. “This water power programme of the Democratic
Party is socialistic, if you like,” replied Franklin Roosevelt in
1928; but the postal system of the United States was socialistic
in the same sense and for the same reason. “We are willing to
have the Government of the United States carry on certain
kinds of business for us, if the Government can do it better
than anybody else, and that is why I want the Government of
this State to develop the power sites of this State, because the
Government can do it better than anybody else.” **




CHAPTER XVI

THE CAMPAIGN OF 1928

IN TiME, the streams of discontent began to converge: the
farmers’ concern for income, the social workers’ for welfare,
the trade unionists’ for organisation, the liberals’ for the restraint
of business power. The opposition party provided the natural
outlet; and in that party Governor Smith of New York, well
identified with social justice, public power, and civil liberties,
seemed by the winter of 1927 the appointed leader. His re-
election as governor in 1926 made him more than ever an
attractive political figure. Meanwhile McAdoo announced in
September 1927 that he was not a presidential candidate.

In the national convention at Houston the next year, the
brawlers of 1924 could hardly be recognised in the happy
family of 1928. When Franklin D. Roosevelt, completing his
nominating address, offered “one who has the will to win—who
not only deserves success but commands it. Victory is his habit—
the happy warrior,” the delegates roared in a gratifying demon-
stration of solidarity.! Smith received an easy first-ballot
nomination, with Senator Joseph Robinson of Arkansas as his
running mate.

The problem was now the strategy of the campaign. Smith
had obvious choices. He might, like La Follette in 1924, draw
a sharp issue with business rule. As the former New York
Democratic State Chairman, Herbert Claiborne Pell, a Tuxedo
aristocrat with contempt for business-men, suggested in January
1928: “Under the Coolidge administration the rich have declared
war on the poor. Let them beware of the retaliation of those
that they despise today.”? But Smith chose rather to try to

129 .
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persuade business that it could trust the Democrats. To run his
campaign he selected John J. Raskob, a Republican industrialist
prominent in Du Pont and General Motors who had actually
hoped to vote for Coolidge in 1928. Like Smith, Raskob was a
Catholic and a wet, and thereby not a national chairman cal¢u-
lated to improve Democratic chances in the Bible belt. Byt
Smith, assuming that he would get southern and liberal votgs
anyway, calculated that his best chance lay in splitting tt
business-minded North-East. To assist Raskob in this projec
Smith appointed four more millionaires—James W. Gerard,
Herbert H. Lehman, Jesse Jones, and Senator Peter G. Gerry—
to top places in the campaign organisation. The Democrats
spent over $7 million in the campaign—only $2 million less than
the Republicans.®

Raskob gave more money than anyone else and became a
dominating figure in the party. Bashful and uneasy, with an
inaudible speaking voice, he had worked his way up from a
lowly start as a stenographer. Experience had persuaded him
that a society in which such a rise was possible was ideal; and,
except for the repeal of the prohibition amendment, he had no
desire for social change. Neither business in government nor
bigness in business, nor even the euphoria of the stock market,
disturbed his sleep. His dictum that a blue-chip stock should
sell at fifteen times its corporation’s earnings rather than at the
old-fashioned ten had already given Wall Street a new access
of energy. In the summer of 1929 he wrote an article for a
woman’s magazine entitled, with disarming directness: “Every-
body Ought to be Rich.” The New Era had no more devoted
follower.* -

it

The first effect of the Raskob appointment was to reopen the
wounds of 1924 which, for a moment, had seemed healed by
Houston. The Bryan-McAdoo wing of the party felt its
suspicion of the urban Democracy return in full force. As
George Fort Milton of Tennessee wrote to McAdoo in July, the
Smith design was obviously to appeal “to the aliens, who feel
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that the older America, the America of the Anglo-Saxon stock,
is a hateful thing which must be overturned and humiliated; to
the northern negroes, who lust for social equality and racial
dominance; to the Catholics who have been made to believe
that they are entitled to the White House, and to the Jews who
likewise are to be instilled with the feeling that this is the time
for God’s chosen people to chastise America of yesteryear.” “If
the dominance of such groups represents the new America
which Smith is seeking to arouse,” Milton concluded, “the Old
America, the America of Jackson, and of Lincoln and Wilson,
should rise up in wrath and defeat it.”

The Raskob appointment also dismayed all Democrats who
hoped for a campaign along progressive lines. Franklin D.
Roosevelt told his friends it was “a grave mistake,” adding his
fear that it would “permanently drive away a host of people in
the south and west and rural east who are not particularly
favourable to Smith, but who up to today have been seeping
back into the Party.” A fortnight later Roosevelt wrote con-
fidentially: “Frankly, the campaign is working out in a way
which I, personally, should not have allowed, and Smith has
burned his bridges behind him.” At that point—late July—
Roosevelt felt that he would stay out altogether; but eventually
he was prevailed upon to head the Division of Commerce,
Industry, and Professional Activities at Democratic head-
quarters, where he loyally wrote, or signed, letters to business-
men telling them that they had more to fear from Hoover than
from Smith. (“Some of Mr. Hoover’s regulatory attempts are
undoubtedly for the good of our economic system,” ran one of
these documents, “but I think the policy of Governor Smith to
let businessmen look after business matters is far safer for our
country.”)

In his campaign, Smith dumped the traditional Democratic
tariff policy, came out for protection, and sought in other ways
to reassure the business community. At the same time his
loyalty to the New York welfare programmes kept him the
support of the social workers; and his defence of public power
won him the backing of George Norris. Acknowledging the dis-
content in the farm belt, he vaguely endorsed the broad pur-
poses of McNary-Haugenism, thereby inducing George Peek,
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Chester Davis, young Henry Wallace, and a few other farm
leaders to swing behind his candidacy. Under attack for his
religion, he missed few opportunities to affirm his faith in civil
and religious freedom.

Still, his impact was less as a conservative or even as a libgral
than as the candidate embodying the dynamism of the c
He threw himself into the role with his actor’s zest. The bapd
played “The Sidewalks of New York”; and Al Smith appcared
on the back platform with his familiar accessories, the brow‘\\’:
bowler on his head, the big cigar rolling in his mouth, the vibran
city voice, ringing out across the crowd. His speeches were
direct, practical, and energetic—above all, they were alive.
Smith talked from notes on the back of envelopes, wagging his
head and waving his arms as he approached his climax. He
drew immense crowds, larger than Hoover's. Many were
attracted just by curiosity about the city man, however, and a
few were drawn by uglier emotions. As the train approached
Oklahoma City, Smith could see the fiery crosses of the Klan
burning on the countryside. That night, referring with
characteristic nonchalance to the cross which symbolised their
fanaticism and his faith, he denounced the Klan.¢

But as his campaign was too liberal for the business com-
munity, it was too mild for the more ardent reformers. Led by
Professor Paul H. Douglas of the University of Chicago, a group
of liberal educators assailed the “sterile and corrupt groups” be-
hind Smith as well as Hoover and called for support of Norman
Thomas, the Socialist candidate.” Smith’s appeal to the farm
belt was offset by Senator William E. Borah of Idaho, who un-
expectedly used his vast prestige to rally the farmers for Hoover.
Raskob’s political incompetence led to frightful misdirection of
effort, such as spending great sums in the vain hope of carrying
Pennsylvania, which Hoover won by a million votes. And be-
neath the surface manceuvres of the campaign was a slanderous
undercurrent of religious bigotry—whispers that Smith’s election
would bring the Pope to America, that all Protestant marriages
would be annulled and all Protestant children declared bastards.
Above all else, there was the issue of prosperity, the New Era—
the chicken in every pot and the two cars in every garage, the
vanishing poor-house: “given a chance to go forward with the
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policies of the last eight years, we shall soon, with the help of
God, be in sight of the day when poverty will be banished from
this nation.”

m

On election day Smith received 87 electoral votes, Hoover 444.
The Republican victory tore gaping holes in the Solid South.
Smith lost not only every border state, but also five of the old
Confederate states. He did not even carry his own state of New
York. Hoover polled 58 per cent of the popular vote as against
Smith’s 40.7 per cent.

Actually analysis of the rcturns might have cheered the
Democrats. Smith reccived nearly twice as many popular votes
as John W. Davis in 1924; indeed, he polled 6 million votes more
than any Democratic presidential candidate in history. In 1924
the Republicans had carried the dozen largest cities by 1.3
million votes; in 1928, for all the heady Republican success in
the electoral college, the Democrats carried the same cities by a
small but symptomatic margin. Hoover may have split the
Democratic South; but Smith dented the Republican North.
And there were even consolations in the agricultural vote. In
Iowa, for example, the Democrats nearly doubled their per-
centage of votes on the farms and increased their percentages
markedly in the towns and cities.®

But neither Republican nor Democrat read the portents.
Instead, one group looked to permanent power; the other, In
spite of itself, to permanent frustration. Franklin D. Roosevelt,
who had survived the sweep to win as governor of New York,
remained buoyant. But he struck little response among party
leaders. “In my judgment,” John W. Davis wrote Roosevelt in
early 1929, “there is little that can be done at the moment along
lines of party regeneration. A beaten army must be permitted
to lie in its rest billets and nurse its wounds.” In a few months,
a former publicity director of the Democratic National Com-
mittee wrote a despondent article entitled “Will the Democrats
Follow the Whigs?”® Many joined, some merrily, some dole-
fully, in speculating whether the Democrat was indeed a vanish-
ing species, doomed to early extinction.



CHAPTER XVII

THE PHILOSOPHY OF LIBERALISM

1

THE LiBERALISM of 1919 had broken in two after the return of
normalcy in 1920. Its more practical half found intermittent
embodiment in such issues as public power, farm relief, and
social legislation; here men like Norris, La Follette, and Smith
kept up the punishing day-to-day fight for limited gains. The
ideological residue fell to the intellectuals, less interested now in
solving immediate problems than in formulating a new liberal
philosophy. John Dewey, Herbert Croly, Thorstein Veblen, and
Charles A. Beard were the dominant thinkers in this under-
taking. Dewey’s instrumentalism gave the liberal synthesis its
philosophy; Croly’s progressivism its politics; Veblen’s institu-
tionalism its economics; and Beard’s history its sense of the past
and its conviction of the future. Together the four men com-
pleted the job of reorganising the liberal mind and reconstruct-
ing the liberal tradition.!

Dewey established the framework for the new synthesis.
Before the war, a generation of intellectuals had rebelled against
the ofthodoxies of the 18go’s. The impulse behind the uprising
was a distaste for syllogism, for deduction, for abstraction—a
belief that not just the life of the law but all life was, in Oliver
Wendell Holmes’s phrase, not logic but experience. Morton
White has called it “the revolt against formalism.” It began by
shifting attention from theory to fact, from word to substance,
from ideology to actuality. Even if it ended by creating a new
scholasticism of its own, it subjected older assumptions along the
way to mordant criticism, and it introduced for a season a new
sense of reality into philosophical and social discourse. Dewey

134
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was not its most exciting figure, but he was its most thoughtful
and dogged systematiser. His signal contribution was to define
the logic of the revolt. His writings made clear to insurgents
across the board—whether in philosophy or history, economics
or jurisprudence or politics—what they were doing and what
they were seeking. He extracted from their controversies a
common thesis and a common faith.

For Dewey, the ultimate authority was experience; and he
made of experience a far more organised concept than it had
been in the more brilliant philosophy of William James. For
James experience was provisional, personal, individual; for
Dewey it was, in some sense, public and collective. In socialising
James’s pragmatism, Dewey developed its bearings for society
in ways that James could hardly have anticipated. The logic of
action, Dewey suggested, must be the logic of experiment and
education; it must be based on a faith in man’s capacity to
respond to reason; it must understand the role of social learning
and collective inquiry. A thorough-going philosophy of experi-
ence, framed in the light of science and technology, could pro-
duce an organised social intelligence; and the organised social
intelligence, Dewey believed, could direct the processes of social
change into a rational and beatific future.

His book of 1922, Human Nature and Conduct, emphasised
the malleability of human nature. The instincts of man, Dewey
wrote, were the most plastic things about him, the “most readily
modifiable through use, most subject to educative direction.”
In The Public and Its Problems he sought to show how his
analysis of human nature and his instrumental method applied .
to social questions. There was no point, he said, in further
dalliance with the tired old abstractions—freedom v. authority,
the individual v. society, and the rest. Let us investigate ques-
tions, he urged, not by metaphysics, but by inquiry into practical
consequences. Through science, through education, above all
through participation in the creative experience of democracy,
the inchoate mass could become a responsible public, capable of
defining itself, teaching itself, and evolving rational plans for
the future.

By 1929, in Individualism Old and New, Dewey was ready to
become specific. The old ideal of individualism—presumably
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the ideal celebrated by Hoover in American indiwidualism—
had been perverted, Dewey wrote, “to conform to the practices
of a pecuniary culture.” What was now necessary was to liberate
individualism from its pecuniary bondage. The first step in this
liberation, he said, was the realisation that we had already
entered “the collective age.” The choice lay between Ehe
anarchic collectivism of business conducted for profit and the
planned collectivism of public authority. The means to a lre-
sponsible solution lay through the scientific method. But the
introduction of respon31b111ty into the business system, Dewey
warned, would seal “the doom of an exclusively pecuniary-profit
industry.” He sometimes doubted whether the scientific method
could be employed against the opposition of those “who use it
for private ends and who strive to defeat its social application
for fear of destructive effects upon their power and profit.” Yet
his deeper hope was that a national economic council represent-
ing government, business, and labour might put America volun-
tarily on the collective road which the Soviet Union was travel-
ling with so much coercion. Only democratic collectivism,
Dewey said, could create the conditions for a new and authentic
American individualism.?®

I

Where Dewey was led by philosophy and psychology, Croly
was inclined by the study of history and politics. Twenty years
earlier, The Promise of American Life had given the idea of
national management both emotional force and historical vindi-
cation. But Croly’s successive disillusionments with Theodore
Roosevelt and Wilson had discouraged him about the prospects
of realising the Promise. As an admirer of social engineering,
he thought for a moment in 1919 that Hoover might have the
disinterested technical intelligence to organise the future;
-Hoover even seemed interested in buying stock in the New
Republic. But the Hoover hopc washed out too, and in 1920
Croly was reduced to the sad expedient of supporting the presi-
dential candidacy of Parley P. Christensen on the Farm-Labor
ticket. The failure of La Follette in 1924 was the final blow.
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After 1924, Croly lost interest in politics. The job of liberalism,
he now thought, was to gain “an increasing knowledge of human
behavior and how it can be modified, economized and
utilized.” Like Dewey, Croly conceived the field to be social
education: the strategy, social learning; the means, the experi-
mental method and creative experience.*

Croly became increasingly indifferent to programme, perhaps
because of the quasi-religious mysticism which welled up in his
thought during the last years before his death in 1930. Yet he
shared this programmatic vagueness with the non-mystical
Dewey. This common fuzziness may have been due to a faith
in experimentalism so deep that neither was willing to prejudice
the cxperiments by anticipating the results. Today’s programme,
they both believed, would infallibly be tomorrow’s orthodoxy;
so that it was wiser now to concentrate not on programme but
on process. Faith in human nature, in the organised scientific
intelligence and in creative experience convinced them that
central social planning was possible at the same time that it
diminished their interest in the details of the plans.

Beard, the historian, approached the planning goal from
another direction. His earlier work had cut through abstract
liberal idealism by identifying what Beard regarded as the basic
economic factors in history and showing that the conflict
between democracy and property went back to the first days
of the republic. In 1927 his Rise of American Civilisation traced
the course of American development up to the Machine Age,
where society, as he depicted it, now trembled between integra-
tion and catastrophe. The Machine Age, Beard thought, had
its own inner logic; and, in editing his symposium of 1928,
Whither Mankind, he sought to show that in society as in
nature man had no choice but “to reduce the confusion of the
modern age to principles of control.” Technological civilisation,
founded on science and power-driven machinery, must “extend
its area and intensify its characteristics” until its concepts of
order ruled even public policy.”

Whither Mankind challenged a group of engineers in New
York to answer Beard’s call for a social technology. Editing the
results in Toward Civilization in 1930, Beard enlarged his con-
ception of social engineering. The machine process, he declared,
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imposed rationality on politics. “By inherent necessity it forces
upon society an ever larger planned area of conduct.” He had
a rhapsodic vision of “the imperative necessity of planning. . ..
Controlling unlimited power, mastering the nature of materials,
adapting them to mankind and mankind to them, conscipus
rationality triumphant.” ¢

Beard thus gave an historian’s support to the thesis that the
new liberalism should rest on national planning. But planning
remained still a faith rather than a programme. Could the
liberals enlist the economists in the cause of “conscious
rationality”?

I

The ’twenties were not an unfruitful decade in economic
thought. Men in the classical liberal tradition—F. W. Taussig
may serve as an example—were presenting thoughtful argu-
ments for lower tariffs, for improved budgetary practices, for
better utilities regulation. Others were striking out on fresh
tangents: Irving Fisher was making brilliant inquiries into
monetary theory; Wesley Mitchell was breaking new paths with
his study of business cycles; John R. Commons and his followers
were proposing specific reforms in labour policy, in social in-
surance and a dozen other fields; Paul H. Douglas was conduct-
ing his valuable investigations into the theory and facts of
wages; Arthur Altmeyer in Wisconsin and Abraham Epstein in
Pennsylvania were working out programmes of social security;
W. Z. Ripley was questioning the processes and practices of
corporate financing; talented journalists “like Stuart Chase,
George Soule, and John T. Flynn were examining all aspects
of the economic process from Wall Street to the corner grocery;
and William Trufant Foster and Waddill Catchings were pro-
posing audacious new policies to maintain economic growth and
stability.

Foster and Catchings had in some respects the most striking
insights of any American economists of the decade. Foster, who
had formerly been president of Reed College, and Catchings, an
iron manufacturer and soon a partner in Goldman, Sachs, made
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the most sustairied effort in the period to work out the economic
logic of the purchasing-power theory. Henry Ford’s faith in
high wages seemed to them all right so far as it went; but it
did not go nearly far enough. In Business Without a Buyer in
1927, and in The Road to Plenty the following year, Foster and
Catchings indicated how much farther they thought it necessary
to go.

The Road to Plenty was a triumph of seductive economic
explanation. Casting their argument in the form of a group
discussion, the authors amiably led their readers into what soon
turned out to be a fundamental assault on classical economics,
and particularly on that long impregnable bastion, Say’s Law
of Markets. According to Say’s Law—for a century a founda-
tion of orthodox economic theory—the total demand for goods
must in the end equal the total supply; or, in other words, the
financing of production automatically created enough purchas-
ing power to move all the goods produced. Take care of produc-
tion, in short, and consumption will take care of itself.

According to Foster and Catchings, this whole theory was a
delusion. It did not correspond to business experience. It over-
looked, for example, the innumerable lags and leakages in the
flow of money. “As industry increases its output,” they pointed
out, “it does not, for any length of time, proportionately increase
its payments to the people.” In consequence, the flow of money
to the consumer could not keep pace with the flow of consumers’
goods. In addition, Say’s Law overlooked what they called the
Dilemma of Thrift. Both corporations and individuals had to
save; yet every dollar saved was a dollar subtracted from the
flow to the potential consumer, and the result of saving was in-
evitably to increase the shortage of consumer demand. In the
end this process would cause depression—unless government
found a way to offset the deficiencies in demand created by over-
saving.

How to account then for the existing prosperity? Ford’s
formula—high wages—was no answer; never in a single year,
Foster and Catchings noted, had Ford himself paid out enough
in wages to buy the cars that rolled off his assembly line. The
secret of prosperity lay rather in the fact that the volume of
money had expanded sufficiently, in connection both with new
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capital investment and with government spending for public
works, “to make up the deficit in consumer buying due to
savings.” But in the future these private and public outlays
could not be left to chance. Government, they said, must make
it a main objective of policy to maintain an adequate flow|of
money income to consumers. It must found its policies on the
principle of “putting more money into consumers’ hands when
business is falling off, and less money when inflation is under
way.”

They summed up their anti-depression policy in a single
slogan: “When business begins to look rotten, more public
spending.” But would not this increase the national debt? Only
in times of depression, they replied; and, in any case, debt in-
crease was hardly an irreparable disaster. “It means scarcely
more than that the people of the United States collectively owe
themselves more money,” while the nation gains in real wealth
and spares itself the “greatest waste of all . . . the waste of idlé
plants and idle workers.”’

These ideas roused interest in some quarters. Many business-
men, reading The Road to Plenty idly, construed it as a demon-
stration that prosperity could be made permanent by consumer
spending. Governor Brewster of Maine made it the basis of
his stabilisation programme. A few liberals shared Henry A.
Wallace’s hope that hundreds of thousands of people might read
the book. But professional economists, while engaging happily
in the competition set by the authors, who offered large cash
prizes to anyone detecting errors in their reasoning, were mostly
put off by the cavalier treatment of Say’s Law; and a good liberal
Democrat like Franklin Roosevelt scrawled in his copy of The
Road to Plenty: “Too good to be true—You can’t get something
for nothing.” ®

And the liberal sages—Dewey, Croly, Beard—seemed unaware
of the existence of Foster and Catchings. For it was the pride
of Foster and Catchings that their policy involved no change
in the essentials of the established order. “It leaves,” they said,
“individual initiative, responsibility, and rewards, throughout
the whole domain of commerce and finance, exactly where they
are today.”® Men who wanted to reorganise social institutions
required something more sustaining than fiscal policy.
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Official liberalism discovered what it needed rather in the new
school of institutionalist economics—a school which found its
inspiration in Simon Patten and Thorstein Veblen and their
damaging attack on the methods and assumptions of classical
economics.

For Patten the central fact of economics was the momentum
of the machine. Modern technology, he felt, was placing the
world on the edge of a new historic era. The age of economic
deficit was giving way to the age of surplus; and the impending
economy of abundance would bring about a transvaluation of
economic ideas and institutions. Instead of the destructive com-
petition of old, Patten said, there would be emphasis on co-opera-
tion and the role of the state; instead of abstinence and thrift,
recognition that “the non-saver is now a higher type of man
than the saver”; instead of “a morality of restraint”, “a morality
of activity.” “Disease, oppression, irregular work, premature old
age, and race hatreds characterized the vanishing age of deficit;
plenty of food, shelter, capital, security and mobility of men
and goods define the age of surplus.” '°

Patten died early in the 'twenties. But his confident belief
that intelligent planning could abolish the nonsense of scarcity
had impressed a generation of students at the Wharton School
of Finance and Commerce of the University of Pennsylvania,
among them Rexford G. Tugwell and Frances Perkins. Thor-
stein Veblen was going even further in mounting a direct attack
on economic orthodoxy. For Veblen, classical equilibrium
economics was fundamentally wrong. The models which
balanced out so perfectly in the text-books bore, he declared, no
relation to what actually happened in the market place. If
economists could not account for concrete economic institutions
and economic behaviour, then, in Veblen’s mind, they were
futile; worse, they were helping the exploiting class conceal from
its victims the true nature of the system.

In a series of books over the first quarter of the century,
Veblen tried to identify the true characteristics of the free-
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market economy. In The Theory of Business Enterprise he
offered his cardinal distinction between “industry” and “busi-
ness”. Where industry found fulfilment in production, business
found fulfilment in profit; and the struggle between the two—
between technology and capitalism—seemed to Veblen the key
to American society. Veblen kept his greatest ferocity for fthe
price system, which he regarded as the device by which
capitalism sabotaged production and business thwarted the
potentialities of industry. “In any community that is organized
on the price system,” he wrote, “. . . habitual unemployme it
of the available industrial plant and workmen, in whole or in
part, appears to be the indispensable condition.”

Veblen’s pose was that of a dispassionate observer, a visitor
from another world, amused by the everlasting spectacle of
human imbecility. Yet beneath the ironic detachment there
remained a moralist’s passion to realise the possibilities of the
new technology. In 1921, in The Engineers and the Price
System, he sketched the design of an economy by which
industry could be organised “as a systematic whole.” He
embroidered the scheme with his usual satiric gibes; but its
main element remained clear—the abolition of the price system
in favour of a soviet of technicians with power to allocate
resources directly through the economy. Of course, business
would go; indeed, ex-business-men would be excluded under
some kind of loyalty system from “all positions of trust and
executive responsibility.” **

Veblen’s technocratic manifesto influenced his fellow econo-
mists much less than his broad emphasis on economic institu-
tions. Inspired by his insights, while tempering his extravagance,
the “institutionalist” school began to emerge in the ’twenties.
Its leading younger member was Wesley C. Mitchell, who had
studied with Dewey as well as with Veblen. In Mitchell’s hand
institutionalism tended to became statistical and descriptive,
though Mitchell retained an interest in central economic plan-
ning. Other institutionalists—especially R. G. Tugwell and
Gardiner C. Means of Columbia, Isador Lubin of Brookings and
Walton H. Hamilton of Brookings and Yale—were more pre-
pared to develop the ideological bearings of their doctrine. Most
accepted the Veblen of The Theory of Business Enterprise. But
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few took the Veblen of The Engincers and the Price System
very seriously. '

The intellectuals, on the other hand, tended to swallow
Veblen whole. His sociological and literary patter gave his
economics an appearance of readability, and many of his sting-
ing phrases passed quickly into the liberal vocabulary. His
distinction between business and industry, in particular, brought
a new approach to discussions of social reorganisation. It simpli-
fied life by implying that if only business—the price system and
the profit motive—could be eliminated, then industry would
automatically give birth to the planned society. The planning
thesis thus seemed to receive the endorsement not only of the
most brilliant of professional economists but of the new tech-
nology itself.

And impulses from an earlier period—especially the traditions
of social work and of the Social Gospel—gave further strength
to the planning thesis. Social workers and social pastors had
long agreed that reason, education, and co-operation were (or
ought to be) the decisive agents of social change, that human
nature interposed no serious obstacle, and that before long the
Kingdom of God, in one sense or another, could be realised on
earth. As these traditions had prepared people for the planning
idea, so in the 'twenties Dewey and Croly instilled specific con-
fidence in the power of man to plan, Veblen asserted the
technical feasibility of a planned economy, Beard gave planning
the stamp of historic necessity. By the end of the decade the
liberal synthesis was becoming clear. And one of its results was
to mark off the liberals with greater clarity than ever from the
devotees of the New Era.

v

In the meantime, business civilisation itself was accentuating
the sense of estrangement. Business-men did not seek to hide
their contempt for the reformers. Silas Strawn, chairman of the
board at Montgomery Ward, midway in 1929 between his presi-
dency of the American Bar Association and his presidency of
the United States Chamber of Commerce, could qualify as repre-
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sentative leader. Addressing the National Association of Manu-
facturers, he expressed his desire to deport “those creatures” who
“in the role of ‘parlor socialists’, while enjoying all the luxuries
and pleasures which are so easily available and which generally
have come to them by the industry and economy of their
ancestors, complain about conditions obtaining here instead of
trying to do something helpful or constructive.” Yet the libergls,
even at the risk of being condemned as knockers and crépe-
hangers, could not feel that Bruce Barton and Rotary Inter-
national exhausted the spiritual possibilities of American life.
When Herbert Hoover, defying Sinclair Lewis, remarked that
“it is from Main Street and its countryside that the creative
energies of the nation must be replenished,” this merely con-
firmed their impression of Mr. Hoover.'#

One episode, above all, perfected liberal doubts about the exist-
ing order. In May 1920, following the murder of a paymaster
in South Braintree, Massachusetts, Brockton police picked up
two Italians who had been seeking an automobile in order to dis-
pose of a bundle of anarchistic literature. These were the days of
the Red scare: Nicola Sacco and Bartolomeo Vanzetti, not know-
ing why they had been stopped, hardly able to understand
English, acted confused and guilty. Eventually brought to trial
on the murder charge, they stood little chance as confessed
radicals, aliens, and draft-dodgers in a time of hysteria. The
trial judge, who soon boasted of what he had done to “those
anarchistic bastards”, completed the design of Massachusetts
justice. So in 1921 Sacco and Vanzetti were found guilty of
murder—two obscure immigrants about whom no one cared.

Yet a few people in Massachusetts cared about the system of
justice—about the thinness of the evidence; the gaps in the testi-
mony, the predilections of the judge. New lawyers came into
the case, with new motions, new appeals. Gardner Jackson, a
Boston newspaper-man, directed the efforts of a defence com-
mittee. The matter dragged on, year after year. In March 1927
Professor Felix Frankfurter of the Harvard Law School summed
up the case and Judge Thayer’s réle in it in a powerful article
for the Atlantic Monthly.

Sacco was a sturdy, inconspicuous man, whirled into the case
by the accident of his friendship with Vanzetti. Vanzetti was
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the more strikin'g figure, a philosophical anarchist in the Italian
manner, with large moustaches, unruly hair, and penetrating
eyes. Judge Thayer, when he pronounced final sentence in 1927,
visibly flinched from looking the men in the face. Vanzetti
said: “What we have suffered during these seven years no
human tongue can say, and yet you see me before you, not
trembling, you see me looking in your eyes straight; not blush-
ing, not changing colour, not ashamed or in fear.” Sacco said:
“I never knew, never heard, even read in history anything so
cruel as this court.”

Thayer, after passing sentence, said to the newspaper-men:
“Boys, you know I've often been good to you. Now see what you
can do for me.” Nobody answered him.

By 1927 the Sacco-Vanzetti case was a world concern. It had
stabbed through the gaiety and indifference of the ’twenties like
a knife into the liberal conscience. As the day of execution
approached, tension radiated from Beacon Hill around the
globe. On that hot August night, public buildings were under
guard, the streets were heavily patrolled, the Charlestown prison
armed and garrisoned as if in preparation for a siege, its walls
lined with searchlights and machine-guns. When at last the
telephone bell rang twice in the defence committee office, a
newspaper-man’s signal that the execution had taken place, the
tension broke into grief. But the last moment truly belonged to
Sacco and Vanzetti: their agony was their triumph. “Our words
—our lives—our pains—nothing! The taking of our lives . . .
alll”

The case of Sacco and Vanzetti was a traumatic experience
for American liberalism. The execution, said Edmund Wilson,
made liberals “lose their bearings.” Edna St. Vincent Millay,
who had walked weary hours as a picket, thought that she never
again could find peace in a road through the woods or a stretch
of shore. “The beauty of these things can no longer make up to
me for all the ugliness of man, his cruelty, his greed, his lying
face.” “Don’t you sce the glory of this case,” said a character in
Upton Sinclair’s Boston, “it kills off the liberals!” “It forced me,”
wrote Robert Morss Lovett, “to accept a doctrine which I had
always repudiated as partisan tactics—the class war.” “America
our nation,” said John Dos Passos, “has been beaten by strangers
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who have turned our language inside out and who have taken
the clean words our fathers spoke and made them slimy and
foul.” “All right,” said Dos Passos, “all right we are two
nations.”

“The momentum of the established order,” said R:tert
Lincoln O’Brien, publisher of the conservative Boston Henald
“required the execution of Sacco and Vanzetti, and never in
your life or mine, has that momentum acquired such tremendous
force.” All right, they were two nations.*® \

VI

In 1927, the year of the Sacco-Vanzetti execution, a number
of American liberals, among them Dewey, Tugwell, Paul H.
Douglas, and Stuart Chase, visited the Soviet Union. None was
converted by the Communist theology or impressed by the
exportability of the Communist solution. But several were
struck by the demonstration in Russia of the power of the
collective will. It was hard, Dewey wrote, “not to feel a certain
envy for the intellectual and educational workers in Russia”
because “a unified religious social faith brings with it such
simplification and integration of life. . . . They are organized
members of an organic going movement.” Tugwell, seeing Com-
munism in Veblenian terms as “the experiment of running
industry without the mechanism of business”, felt himself
inclining to the slightly sententious belief that “the humanly
achieved industrial balance in Russia is more likely to attain the
objective of ‘necessities for all before luxuries for any’ than in
our own competmve system.” Chase s1m11ar1y subdued doubts
to guess “under a sort of dizzy conviction” that the Gosplan
might really work.**

Others went much farther in finding the Soviet Union a
pleasurable alternative to the America that executed Sacco and
Vanzetti. Social Gospel ministers, notably Harry Ward and
Sherwood Eddy, saw Communism as an experiment in practical
Christianity. A flurry of literary people circulated around the
American Communist Party. And old Russian hands like
Lincoln Steffens did not falter in their faith. If Steffens was find-
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ing a new hero in Mussolini, Fascism came to him as additional
evidence that liberalism was “unscientific”’, and that if America
wanted a decent society, it would have to discover “something
like the Russian-Italian method” of getting it.!?

vt

Even the most hopeful advocates of liberalism began to feel
discouragement towards the end of the decade. The margin of
the Hoover victory in 1928 was a blow. When Paul Douglas
organised the League for Independent Political Action in 1929
as a means of fulfilling Dewey’s The Public and its Problems, he
found meagre response. The suspicion was spreading, even
among liberals, that the theorists of the New Era might be
right—that business leadership was not only stronger but wiser
than ever before, that the next step might really be, as Mr.
Hoover had promised, the abolition of poverty. “The more or
less unconscious and unplanned activities of business men,”
wrote Walter Lippmann in 1928, “are for once more novel, more
daring, and in general more revolutionary, than the theories of
the progressives.” By 1929 even Steffens, who a decade earlier
had reported that he had seen the future and it worked, moved
to reconsider. “Big business in America,” he wrote, “is pro-
ducing what the Socialists held up as their goal; food, shelter and
clothing for all. You will see it during the Hoover administra-
tion.” And the once bright hope of Communism? “The un-
conscious experiment this country is making in civilization and
culture,” declared Steffens, “is equal to that of Soviet Russia.
The race is saved, one way or the other and, I think both
ways,” 16

So few clung to the faith. “What has become of this move-
ment that promised so much twenty years ago?” cried Fred
Howe. “What has become of the pre-war radicals?” They gave
so much; they led so many; now most of them have laid down
their arms. “Was the fight too hard? Did youth burn itself
out? ... May it be—as some of them feel—that there is little
for liberals to do?”

Howe’s question provoked a confusion of answers. Some
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liberals had lost their illusions. “It was durihg those grilling
years that I put in trying to establish the innocence of Mooney
and Billings,” said Fremont Older, “that I learned my lesson
about human nature and discovered that practically the only
difference between the poor classes and the rich classes was that
one had money and the other had not.” Some blamed|the
impotence of liberalism on prosperity. “You cannot dramalize
the injustices of the present situation,” said William Allen
White. “Hence the reformer’s occupation is gone.” “The ¢ld
reformer,” said Norman Thomas, “has become the Tired
Radical and his sons and daughters drink at the fountain of
the American Mercury.” Some blamed the war. “I have no
doubt,” said Clarence Darrow, “but what the world war is
largely responsible for the reactionary tendency of the day.”
“We have discovered,” said John Haynes Holmes, “that
America is no longer, probably never was, the country that we
loved. The liberals of the last generation believed passionately
in America as a country unique. . . . Then came the War—and
America was seen to be . . . just one more cruel imperialism.”
Some were driven to radical conclusions. “Political liberalism is
dead,” said Roger Baldwin. “. .. The only power that works
is class power.”

“Few indeed,” wrote Donald Richberg in 1929, “are the pro-
gressives of my generation who have survived the bludgeoning
of these years. Death and defeat and discouragement have taken
most of them.” Young Bob La Follette, talking with Steffens on
a California veranda through a summer afternoon and evening
the same year, said that among the liberal crowd there was
nothing but cynicism, disillusionment, and “what’s the use?”
A few days later, Thorstein Veblen, unappeased and unappeas-
able to the end, died in obscurity in California, and his ashes
were scattered in the Pacific. Those whom the New Era could
not convert it outlived.

William Allen White and Louis D. Brandeis exchanged
thoughts in this climactic year of the boom.

“Shall we soon have another ‘great rebellion’?” asked
Brandeis.

“Probably not, I should say,” White answered.!”



CHAPTER XVIII

THE REVOLT OF
THE INTELLECTUALS

Bur THE INTELLECTUAL malaise went deeper than simply the
exhaustion of liberalism. Only a minority of intellectuals, and
those mostly the older, earnest men who remembered the New
Nationalism and the New Freedom, retained much concern
about America as a democratic society. The new generation had
grown up, their spokesman said, “to find all Gods dead, all
wars fought, all faith in man shaken”; all they knew, wrote
Scott Fitzgerald, was that “America was going on the greatest,
gaudiest spree in history.” It was an era of enchantment, where
everything was rosy and romantic, where diamonds were as big
as the Ritz, where for a brief decade, as Fitzgerald saw it, the
wistful past and the fulfilled future seemed mingled in a single
gorgeous moment.!

“It was characteristic of the Jazz Age,” said Fitzgerald, “that
it had no interest in politics at all.” It was an age of art, of
excess, of satire, of miracle; but who was to care about
economics, when business policy seemed so infallible? Or
about politics, when business power seemed so invincible? If
pressed, the young writer might confess himself an anarchist,
devoted to the freedom of the individual, hostile to censorship
and prohibition and Babbittry; but politics—So what, Oh yeah,
No, Nah. “I decline to pollute my mind with such obscenities,”
said George Jean Nathan. “. .. If all the Armenians were Jo
be killed tomorrow and if half the Russians were to starve to
death the day after, it would not matter to me in the least.” “If

149 F
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I am convinced of anything,” said H. L. Mencken, “it is that
Doing Good is in bad taste.” Sending money to starving children
in Europe, suggested Joseph Hergeshiemer, was “one of the least
engaging ways in which money could be spent.” “I burn with
generous indignation over this world’s pig-headedness apd in-
justice,” said James Branch Cabell, “at no time whatever|”

It was not that they had any use for the business civiligation.
They hated it; but, while hating it, they accepted it basic%ly at
the business-man’s own evaluation—accepted it, that is,\as a
successful system, believed that it was working. Yet it remajned
for them stifling and repellent. The money madness, as a
Chicago advertising man named Sherwood Anderson put it, was
“beastly unclean”. “America,” wrote Kenneth Burke, a repre-
sentative young intellectual of 1923, “is the purest concentration
point for the vices and vulgarities of the world.” * Such a culture
demanded defiance; but defiance took the form not of a
challenge to its politics or economies, but of an explosion of
creative energy.

There were various styles of accommodation. Some chose
physical flight—to Greenwich Village, or to the primitivism of
Mexico, or to the sophistication of Paris. And those who stayed
in the United States had their own forms of flight. On a
common level there was the pose of ineffectuality, the average
man’s defence against an aggressive social order, expressed in
the popular images on which the people unloaded their humours
and their doubts: Krazy Kat, happy and hopeful, but everlast-
ingly hit by the inevitable brick; Harold Lloyd, ever beset;
Keaton, ever baffled; above all, Chaplin as lonesome humanity
defying a world which must eventually all but overwhelm him.

On a more literary level, the techmique of accommodation
through comedy produced satire and fantasy—Lardner, Kauf-
man, and Hart, or, in a different vein, Cabell, Hergesheimer.
The greatest satirical fantassiste of them all, Sinclair Lewis,
created a2 Middle West, stocked it with unforgettable symbols
of business domination, and fixed the image of America, not
just for the intellectuals of his own generation, but for the world
i, the next half-century. Or accommodation through escape
found Hemingway and Fitzgerald seeking images of grace,
courage, and love in the money-ridden warld. Or occommoda-
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tion through revolt—Dreiser, filled with clumsy pity, or Dos
Passos, laying bare American life with shallow strokes of a
shining surgical knife.

o

The novel was the most available means of resolving sensitive
man’s relationship to insensitive society; and, in the non-political
_atmosphere of the ’twenties, it had a special attraction. Even
men whose happier medium was politics now turned to litera-
ture. Donald Richberg, it is true, had published novels before.
“Writing down an incoherent revolt tends to strengthen it and
to make it real,” he once said; thus his book of 1911, The
Shadow Men, a melodramatic indictment of speculation, helped
start him on his reform career. But his book of 1922, A Man of
Purpose, was far more troubled and unhappy, with its bitter
attack on business and its pathetic hope for some spiritual
infusion, some nobility of purpose, in American life.*

Willam C. Bullitt was another fugitive from politics in fiction.
Too restless to lie long on the Riviera, Bullitt had married the
widow of John Reed, the Harvard Communist, and plunged into
the excitement of the 'twenties. Between consulting with Freud
in Vienna, living magnificently by the Bosporus, and returning
occasionally to see the New Era at first hand, he settled old
scores in Philadelphia by publishing It’s Not Done in 1926. It
was an agreeable exercise in the comedy of manners, filled with
aristocratic contempt for post-war life, where success was defined
as futility on the up-grade. “I seem to see,” observes one
character, “a capering virgin heifer with a blue face, a yellow
back, and a buttoned-down tail who nevertheless exudes per-
petually a stream of immaculately conceived milk and answers
to the name: America.” In the end, one character observes:
“All we have to look forward to is Raoul’s world, I suppose,
Communism.” The next year Bullitt’s fellow townsman Francis
Biddle in his graceful novel The Llanfear Pattern drew a scath-
ing picture of life “without gaiety and without earnestness,
mechanical, content, indifferent.” 5 And Biddle could not even
console himself with Bullitt’s expectations of the future.
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But this mood of gentlemanly resignation was not enough for
the younger generation. They found the stimulus they fought
much more in Henry L. Mencken and his comedy of |revolt.
With his magnificent nonchalance, his superb polemicai style,
and his uproarious contempt for the business culture, Mehcken
expressed what they wished they could have thought up &bout
the impossibility of American life. There emerged the pottrait
of a nation in which the businessman and the farmer—in
Menckenese, the booboisie and the Bible belt—had enthroned
puritanism and hypocrisy; where the man who liked potage
créole, Pilsener beer, Riihlander 1903, Brahms, pretty girls, and
serious fiction was being suffocated between the Rotarian and
the peasant.

It was all very splendid and liberating. But there was in it,
not fully perceived, a deeper implication. The cultural pressures
against which Mencken inveighed in the name of individual
liberty appeared to him on closer examination inseparable from
democracy itself. His essays turned into sustained ridicule of
the very idea of self-government. Prohibition, censorship, the
Klan, whether backed by the swinish rich or by the anthropoid
rabble, were the inevitable consequence of the democratic theory.

Democracy, after all, in the end came to nothing but the
mob, which was sodden, brutal, and ignorant. “Politics under
democracy,” said Mencken, “consists almost wholly of the
discovery, chase and scotching of bugaboos. The statesman
becomes, in the last analysis, a mere witch-hunter, a glorified
smeller and snooper, eternally chanting ‘Fe, Fi, Fo, Fum.””
Democracy’s dominating motive was envy, given the force and
dignity of law; the technique was government by orgy, almost
by orgasm; in essence, democracy was a combat between jackals
and jackasses. “It has become a psychic impossibility for a
gentleman to hold office under the Federal Union, save by a
combination of miracles that must tax the resourcefulness even
of God.” Urging more gentlemen to enter politics made no more
sense, said Mencken, than to argue that the remedy for prostitu-
tion was to fill the bawdy-houses with virgins.
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Mencken’s typical congressman? “A knavish and preposterous
nonentity, half way between a kleagle of the Ku-Klux-Klan and
a grand worthy of the Knights of Zoroaster. It is such vermin
who make the laws of the United States.” The civil service? “A
mere refuge for prehensile morons.” Public opinion? The
immemorial fears of the mob, “piped to central factories . . .
flavoured and coloured, and put into cans.” Democratic
morality? “When one has written off cruelty, envy and
cowardice, one has accounted for nine-tenths of it.” The great
democratic leaders? These were the most intolerable of all:
Bryan, the “Fundamentalist Pope”; T.R, the “national Bar-
barossa’”; Wilson, “the self-bamboozled Presbyterian, the right-
thinker, the great moral statesman, the perfect model of the
Christian cad.” Democracy as a theory? “All the known facts
lie flatly against it.” ©

The example of Mencken was devastating. He made interest
in social questions ludicrous and unfashionable, democracy
itself defensible only as farce. And, while Mencken provoked
violent opposition, very little of it concerned itself with his
assault on democracy. Indeed, his most formidable critics were,
if anything, more vehement than he in their repudiation of
democracy. These were the New Humanists, who, rejecting
equally the anarchic naturalism of Mencken, the sentimentality
of the liberals, and the philistinism of the business community,
sought to evoke for the Coolidge era and aristocratic philosophy
of self-discipline, standards, appamada, the “inner check”.

Irving Babbitt, the most influential of the New Humanists,
objected to the whole modern movement of democracy. He
doubted whether universal suffrage was compatible with the
degree of safety for property which civilisation required; and he
had no use for the “sickly sentimentalizing over the lot of the
underdog.” A real statesman, said Babbitt, would have “died in
his tracks” rather than sign, as had Wilson, the Adamson Act
establishing an eight-hour day for railroad labour. Laissez faire
was little better, making mill operatives mere cannon fodder in
the industrial warfare. “The remedy for the evils of competi-
tion,” said Babbitt, “is found in the moderation and magna-
nimity of the strong and the successful.” And, while he did
not pretend to be happy about the choice, circumstances might
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well arise, he said, “when we may esteem ourselves fortunate if
we get the American equivalent of a Mussolini; he may be
needed to save us from the equivalent of a Lenin.” 7

v

What began as an alienation from business culture was end-
ing in some cases as an alienation from democracy itself. And it
was an alienation that provoked no exploration of social
alternatives; for there seemed little point in seeking altérna-
tives; when the existing order seemed so permanent. Never
before in American history had artists and writers felt so
impotent in their relation to American society. The business
culture wanted nothing from the intellectual, had no use for
him, gave him no sustenance. And, once the first gust of
creative revolt had blown out, writers themselves began to, feel
that their sources of vitality were drying up. By 1927, reported
Fitzgerald, a widespread neurosis began to be evident; by 1928
even Paris seemed stifling, and the lost generation began to
look homeward.

T. S. Eliot, the American poet who had moved to England,
a Harvard class-mate of Walter Lippmann and John Reed, of
Heywood Broun and Hamilton Fish and Bronson Cutting, had
perceived the tendency earlier in the decade.

“What are the roots that clutch, what branches grow

Out of this stony rubbish? Son of man,

You cannot say, or guess, for you know only

A heap of broken images, where the sun beats,

And the dead tree gives no shelter, the cricket no relief,
And the dry stone no sound of water. . . .

I will show you fear in a handful of dust.”®

Was this modern man’s destiny—life in the valley of dying
stars? shape without form, shade without colour, gesture with-
out motion? Two books of 1929 said that it was, and that
modern man must come to terms with it.

Walter Lippmann had in his own life described the arc of
American liberalism, from Socialism to the New Nationalism to
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the New Freedom to urbane analyses of public opinion and
political psychology. It was a journey away from conviction;
and the first chapter of A Preface to Morals was appropriately
entitled “The Problem of Unbelief”. The acids of modernity,
Lippmann said, had destroyed the faith that human destiny
was in the charge of an imnipotent deity. The test of maturity,
he suggested, was when man understood this “vast indifference
of the universe to his own fate”; and the problem was how man-
kind, now deprived of the great fictions, could meet the deep
human needs which had made those fictions necessary.

His answer was a personal one—the recovery of moral insight,
to be achieved first by dxsentanglmg virtue from the traditional
religious and metaphysical sanctions, then by encouraging that
growth into maturity which would render an authoritarian
morality unnecessary. The mature man must take the world
as it comes. He “would be strong, not with the strength of hard
resolves, but because he was free of that tension which vain
expectations beget.” Defeat and disappointment would not
touch him, for he would be “without compulsion to seize any-
thing and without anxiety as to its fate.” Renouncing desire,
he would renounce disillusion; renouncing hope, he would re-
nounce despair. In the last sentences of the book, Lippmann
summarised his ideal of modern man. “Since nothing gnawed
at his vitals, neither doubt nor ambition, nor frustration, nor
fear, he would move easily through life. And so whether he
saw the thing as comedy, or high tragedy, or plain farce, he
would affirm that it is what it is, and that the wise man can
enjoy it.”®

With less eloquence but with even more implacable logic,
Joseph Wood Krutch reached similar conclusions. What pre-
occupied him in The Modern Temper was the evident dis-
appearance of animal vitality in modern civilisation. Somehow
mind itself had reasoned away, one by one, all those fixed points
with reference to which life could be organised; science had
destroyed faith in moral standards, in human dignity, in life
itself. In the view of modern man, wrote Krutch, “there is no
reason to suppose that his own life has any more meaning than
the life of the humblest insect that crawls from one annihila-
tion to another.” For races have been enfeebled by civilisation
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as though by a disease; human virtues could be biologic vices.
“Civilizations,” said Krutch, “die from philosophical calm,
irony and the sense of fair play quite as surely as they die of
debauchery.”

Krutch was more pessimistic than Lippmann. When cjvilisa-
tion became decadent, its hope of rejuvenation lay with the
barbarians, who might restore a primitive instinct for suryival;
possibly Communists might be the modern equivalent of the
Goths and Vandals and, in destroying civilisation, would'give
it the vital energy to rise again. But such hopes would n\ean
little to modern men. “The world may be rejuvenated in one
way or another, but we will not. Skepticism has entered too
deeply into our souls ever to be replaced by faith.” !°



PART FOUR

THE VALLEY OF DARKNESS






CHAPTER XIX

CRASH

Burt the New Era knew no scepticism. The nation had reached,
it seemed, a permanent plateau of prosperity. Business was
expanding. Foreign trade was growing. The stock market was
continuing to rise. And national leadership could not now be
in more expert or safer hands. “For the first time in our history,”
wrote Foster and Catchings, “we have a President who, by
technical training, engineering achievement, cabinet experience,
and grasp of economic fundamentals, is qualified for business
leadership.” “I have no fears for the future of our country,”
said Herbert Hoover in his inaugural address in March 1929.
“It is bright with hope.”?

There remained a few discordant voices, anxious in the main
over the stock market boom. But the President regarded
agricultural relief and tariff revision as the more pressing
questions. In the spring of 1929 he summoned a special session
of the Congress to deal with these issues. The session was not a
success. Hoover’s agricultural programme did not satisfy the
farm bloc, though Congress, after vehement debate, adopted
the President’s recommendations and set up a new agency, the
Federal Farm Board. The Board’s purpose was to control the
flow of commodities to the market; one provision authorised
the establishment of stabilisation corporations as a means of
controlling temporary surpluses. Then the session, after
wrangling from April to November, adjourned without taking
action on the tariff.

In other respects, Hoover as President tried to apply the
policies he had developed as Secretary of Commerce. In August
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1929 he moved into the conservation field, prbposing that the
unreserved public lands, as well as all new reclamation projects
and related irrigation matters, be withdrawn from national con-
trol. The states, he said, were “more competent to manage much
of these affairs than is the Federal Government,” and his aim
was to place the local communities—and presumably the
strongest interests in them—in control of their own nitural
resources. “Well,” remarked one newspaper, “conservation was
a pretty dream while it lasted.” 2 \

The President’s attitude towards utilities regulanon\ was
similar. Certain that state regulation and private responsibility
were enough, he had no misgivings about making the statutory
appointment of the Secretary of War, James W. Good, the
former counsel for the Alabama Power Company, as head of
the Federal Power Commission. When the Commission was re-
organised in 1930, staff members whose zeal had irritated, the
utilities were discharged; one of them, the former solicitor of
the Commission, told the press that Hoover had personally
intervened to prevent the rigorous application of the Federal
Water Power Act to the private companies.®

it

Yet most Americans remained more interested in the stock
market than in any other economic question; and for a few
interest was now beginning to turn into concern. Early in 1929
the Federal Reserve Board, under continuing pressure from the
New York Federal Reserve Bank, finally consented to warn
member banks that they should not lend money for speculative
purposes. But this reliance on moral suasion did not satisfy
conservative members of the financial community, like Dr.
Adolph Miller of the Board, Paul M. Warburg of Kuhn, Loeb,
and Russell Leffingwell of Morgan’s. Such men wanted the
Board to slow down the boom by raising the discount rate to
6 per cent.

Expansionists like Foster and Catchings, however, argued
that a restrictive policy might well induce deflation. The Board
had already, they felt, created “a state of mind which breeds
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depression.”* And it was certainly true that raising the
interest rate was a clumsy way of combating the boom. So
long as the stock market offered the highest returns, it was
"bound to have first call on funds. In the short run, a higher
interest rate might thus slow down real investment faster than
speculation. And in the longer run, a higher interest rate
would tend, through the capitalisation process, to bring down
the prices of all capital assets and thus to discourage real invest-
ment even further. And so the dcbate continued through the
spring and summer. The President, preoccupied with other
issues and not clear in his own mind whether he wanted to
stop the easy-money policy, did little but watch the Board in
its vacillating course.

By the summer of 1929 some danger signs were apparent—for
example, the startling decline in building contracts. Net invest-
ment for residential construction for the entire year sank to
$216 million, over a billion dollars less than 1928. At the same
time, there was an alarming growth in business inventories,
more than trebling from $500 million in 1928 to $1800 million
in 1929. Concurrently, the rate of consumer spending was
slackening; it had risen at a rate of 7.4 per cent in 1927-28, but
slowed down to an inauspicious 1.5 per cent in 1928-29.°

By midsummer, 1929, these developments began to be dis-
cernible in production and price indexes. Industrial production
reached its height in June and dropped off in July; employ-
ment rose till July, building began to fall off, and, week after
week, wholesale commodity prices dropped with ominous
regularity. In August the Federal Reserve Board strengthened
deflationary tendencies by finally agreeing to raise the discount
rate to 6 per cent.

But the stock market, riding on the impetus of half a dozen
years of steady increase, paid little attention to the indexes.
Early in September Stock Exchange price averages reached
their highest point of all time. A.T. & T. was up to 304; General
Electric up to 396, having more than tripled its price in eighteen
months. By the beginning of October, brokers’ loans—an index
of margin buying—topped the $6 billion mark. Business leaders
meanwhile competed with each other in expressions of optimism,
and Washington displayed no concern.
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September saw some minor setbacks. Yet through October
brokers looked optimistically ahead to the moment when stocks
would resume their upward climb. Then on Wednesday,
October 23, there was an unexpected and drastic break, with
securities suddenly unloaded in quantity, prices falling, and
acute pressure on margin traders. For a moment, Wall Street
was shaken, and the anxiety was suddenly infectious. The hext
day, selling orders began to stream down on the Stock Exchange
in unprecedented volume, and prices took a frightening plunge.
For a few ghastly moments the Exchange saw stocks on sale
for which there were no buyers at any price. As panic spread,
the Exchange decided to close the visitors’ gallery; among the
observers that morning had been the former British Chancellor
of the Exchequer, Winston S. Churchill. The tickers fell help-
lessly behind in recording transactions on the floor; and, as the
confusion communicated itself through the country, the instinct
to unload threatened to turn into a frenzy. Down, down, down:
how long could the market take it?

Around noon a group of worried men gathered in the office
of Thomas W. Lamont of Morgan’s; it included four of New
York’s great bankers (among them, Charles E. Mitchell of the
National City Bank and Albert H. Wiggin of the Chase). Each
was prepared to contribute $40 million on behalf of their banks
to bolster the market. An hour or so later Richard Whitney, a
broker for Morgan’s and vice-president of the Exchange, walked
on to the floor to bid 205 for 25,000 shares of U.S. Steel, then
available at 19314. For a moment, backed by the bankers’ pool,
stability seemed to return.

The next day came a torrent of reassuring statements—from
bankers, from economists, from the Treasury Department, above
all from the White House itself. “The fundamental business of
the country,” said President Hoover, “that is, production and
distribution of commodities, is on a sound and prosperous basis.”
And, as prices held for the rest of the week, the bankers quietly
fed back into the market the stocks they had bought on Black
Thursday, strengthening their own position against further
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storms. (Whitney had not even botght the U.S. Steel stock;
the gesture of bidding was enough.)

The week-end gave the forces of fear and liquidation time to
do their work. As the banks had protected themselves against
the brokers, so the brokers now sought to protect themselves
against their customers, and especially against those they were
carrying on the margin. The result on Monday was a new out-
burst of forced sales, a new explosion of gloom and panic. On
that day alone, General Motors stock lost nearly $2 billion in
paper value. The market closed with foreboding. The next day
the Exchange had barely.opened when the rout began. Soon
it was like an avalanche, vast numbers rushing to get out of the
market with whatever could be salvaged from the general
débacle. Brokers sold stock at any price they could get. By
noon 8 million shares had changed hands; by closing time the
Exchange had broken all records with an unprecedented 16
million shares. During the day the governors of the Exchange
had called a meeting, crowding into a secluded office, sitting and
standing on tables, lighting cigarettes and nervously discarding
them till the room was stale with smoke. Most wanted to close the
Exchange. But the governors decided that it must be kept open.

For a moment October 30—Wednesday—brought new hope.
The newspapers were once again plastered with optimism: Dr.
Julius Klein, the President’s personal economic soothsayer, John
D. Rockefeller, John J. Raskob, all beamed with confidence
about the future. As prices steadied, Richard Whitney took
advantage of the interval of calm to announce that the
Exchange would be open only briefly on Thursday and not
at all for the rest of the week. But the flickering hope of
stabilisation turned out to be the final delusion. Variety
summed it up in the headline of its issue on October 30:
WALL ST. LAYS AN EGG.

When the Exchange reopened the next week, the downward
grind resumed, leaving in its wake a trail of exploded values.
By mid-November the financial community began to survey
the wreckage. In a few incredible weeks the stocks listed on
the New York Exchange had fallen over 40 per cent in value
a loss on paper of $26 billion. The New Era had come to its
dismaying end.®
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As perspective has enabled economists to disentangle the
causes of the collapse, the following points have come tof seem
most crucial :

(1) Management’s disposition to maintain prices and ihflate
profits while holding down wages and raw-material prices meant
that workers and farmers were denied the benefits of incr&\ases
in their own productivity. The consequence was the relative
decline of mass purchasing power. As goods flowed out of the
expanding capital plant in ever greater quantities, there was
proportionately less and less cash in the hands of buyers to
carry the goods off the market. The pattern of income distribu-
tion, in short, was incapable of long maintaining prosperity.

(2) Seven years of fixed capital investment at high rates had
“over-built” productive capacity (in terms of existing capacity to
consume) and had thus saturated the economy. The slackening
of the automotive and building industries was symptomatic.
The existing rate of capital formation could not be sustained
without different governmental policies—policies aimed not at
helping those who had money to accumulate more, but at trans-
ferring money from those who were letting it stagnate in savings
to those who would spend it.

(3) The sucking off into profits and dividends of the gains of
technology meant the tendency to use excess money for specula-
tion, transforming the Stock Exchange from a securities market
into a gaming-house.

(4) The stock market crash completed the débacle. After
Black Thursday, what rule was safe except Sauve qui peut?
And businessmen, in trying to save themselves, could only
wreck their system; in trying to avoid the worst, they rendered
the worst inevitable. By shattering confidence, the crash knocked
out any hope of automatic recovery.

(5) In sum, the federal government had encouraged tax
policies that contributed to oversaving, monetary policies that
were expansive when prices were rising and deflationary when
prices began to fall, tariff policies that left foreign loans as the
only prop for the export trade, and policies towards monopoly
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which fostered economic concentration, introduced rigidity into
the markets and anasthetised the price system. Representing
the business-men, the federal government had ignored the
dangerous unbalance between farm and business income, be-
tween the increase in wages and the increase in productivity.
Representing the financiers, it had ignored irresponsible practices
in the securities market. Representing the bankers, it had
ignored the weight of private debt and the profound structural
weaknesses in the banking and financial system. Seeing all
problems from the viewpoint of business, it had mistaken the
class interest for the national interest. The result was both class
and national disaster.



CHAPTER XX

THE NEW ERA AT BAY

For eight and a half years, first as Secretary of Commerce, then
as President, Herbert Hoover had a unique opportunity to study
the workings and influence the policies of the American busi-
ness system. No one was better placed to anticipate catastrophe.
And, unless it was to be assumed that depression was inevitable
under capitalism, one must assume that the depression of 1929
could have been averted by wise national policy. But if in these
eight and a half years Hoover was concerned about the lag of
purchasing power, about inadequate returns to farmers and
workers, about regressive tax policies, about reckless stock-
market practices, about the piling up of private debt, about the
defects of the banking system, then his concern never impelled
him to effective action. And in many fields in which he did
act—such as the expansion of foreign loans, the promotion of
instalment purchase at home, the support of economic con-
centration, ‘the opposition to farm relief—his action accelerated
the tendencies that caused the disaster..

Yet the fault was not Hoover’s. He remained the most high-
minded of the New Era leaders in the age of business. A hand-
ful of business-men, it is true, had mumbled doubts. Paul
Warburg had issued warnings. Charles G. Dawes, Vice-President
under Coolidge, noted in his diary after the crash: “To me it
seems that the signs of the coming of the present catastrophe
were more pronounced than those of any other through which
the United States had passed.”' But such men were in the
minority. Even men like Lamont of Morgan’s believed their
own propaganda about the New Era.

166
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Democratic business-men were as fallible as Republican. In
the spring of 1929 Bernard Baruch assured the readers of the
American Magazine that they need no longer worry about the
business cycle. Through the summer and autumn hardly a
week passed without some new dose of optimism from the chair-
man of the Democratic National Committee. Some obstinate
dissenters had private doubts; but in the age of confidence doubt
had to be phrased with caution. Thus in August 1929, Franklin
D. Roosevelt, with a sceptical glance at “those business circles
which can only see a fifty per cent increase in prosperity and
values for every year that goes by between now and the year
2000,” warily asked a banker friend: “Do you still feel as I do
that there may be a limit to the increase of security values?” ?
But Roosevelt assigned no date for the levelling-off. Even the
radicals, confident of the collapse of capitalism in some far-off
millennium, had no suspicion that depression might be just
around the corner.

Nor, indeed, did many recognise the dimensions of the
catastrophe. Andrew Mellon, who had little use for New York
banks, said concisely to Hoover: “They deserved it.” These
“recent fluctuations,” said Robert P. Lamont, Hoover’s successor
in the Commerce Department, would only “curtail the buying
power, especially of luxuries, of those who suffered lossés in the
market crash. There are present today,” Lamont added re-
assuringly, “none of the underlying factors which have been
associated with or have preceded the declines in business in the
past.” Even the liberal publicist Stuart Chase regarded the
stock market decline as a wholesome shake-down ‘of inflated
values. “We probably have three more years of prosperity
ahead of us,” said Chase, “before we enter the cyclic tail-
spin.” 3

The business-men of the nation agreed. Nor did the fall in
employment in November and December seem any particular
ground for alarm.

Things are better today [November 4, 1929] than they were
yesterday.
—Henry Ford.
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. Never before has American business been as firmly
entrenched for prosperity as it is today [December 10, 1929].
—Charles M. Schwab, Chairman of the Board,
Bethlehem Steel.

Viewed in the longer perspective, the collapse of the inflated
price structure may be correctly regarded as a favorable
development from the point of view of general business.

—Editor of the Guaranty Survey of the Guargnty
Trust Company of New York.

There are no great business failures, nor are there likely
to be. . .. Conditions are more favorable for permanent
prosperity than they have been in the past year.

—George E. Roberts, Vice-President, National
City Bank of New York.

I can observe little on the horizon today to give us undue
or great concern.
—John E. Edgerton, President, National Associa-
tion of Manufacturers.t

11

But the President was somewhat more apprehensive. He
feared that the crash might induce a general wave of contrac-
tion and pamc, and he conceived it his duty to assume leader-
ship in checking downward tendencies. “Liquidate labour,
liquidate stocks, liquidate the farmers, liquidate real estate,” the
Secretary of the Treasury had said; his only cure was to let
economic forces run their downward course as they had in ’73.°
But Hoover, convinced that the economy was basically sound,
saw no reason for bringing misery to every sector of society.
Where laissez-faire policy would call for putting the whole
structure of prices and costs through the wringer, the New Era
philosophy called for the maintenance of price levels and of
spending. If this could be done, Hoover reasoned, then the
stock-market crash could be contained.
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He unfolded his programme in a series of conferences with
business and community leaders in the next weeks. Through
voluntary pledges from industry, he hoped to maintain wage
rates and stabilise industrial prices. Through understandings
with industry and local governments, he hoped to continue
capital expansion and public building at a normal pace. Through
Federal Reserve policy, he planned to make credit abundant for
business borrowers. Through the Federal Farm Board, he aimed
to prop up the agricultural sector. Through an upward revision
of the tariff, he could protect American industry against foreign
competition. And, with these policies under way, he hoped
through persuasive exhortation and wise counsel to restore
business confidence.

Of these policies, only tariff revision required new legislation.
The special session of 1929 having failed on the tariff, the pre-
paration of a new bill became the main business of Congress in
the months immediately after the crash. The task was in the
charge of two fervent protectionists, Senator Reed Smoot of
Utah and Congressman Willis C. Hawley of Oregon, deter-
mined to attain for the United States “a high degree of self-
sufficiency” (Smoot), to make the nation “self-contained and self-
sustaining” (Hawley). In many respects, it was an audacious
effort. When Paul Douglas drafted a statement denouncing the
bill, he was able to obtain the signatures of a thousand members
of the American Economic Association in ten days. But
academic disapproval could not embarrass the protectionist
faith. “If this bill is passed,” said the Republican leader of the
Senate, Jim Watson of Indiana, “this nation will be’on the up-
grade, financially, economically and commercially within thirty
days, and within a year from this date we shall have regained
the peak of prosperity.” When Congress enacted the Smoot-
Hawley law, President Hoover signed it with six gold pens,
saying that “nothing” would so retard business recovery as con-
tinued agitation over the tariff.*
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As the first months passed after the crash, the administration
viewed the future without visible alarm. At the turn ¢f the
year Secretary Mellon observed: “I see nothing in the ptesent
situation that is either menacing or warrants pessimism.” In
late January President Hoover announced that the unemploy-
ment trend had already been reversed; and early in February
Secretary Lamont said that production and distribution were
at normal levels; “there is nothing in the situation to be dis-
turbed about.” At the same time the Employment Service
declared that “within the next sixty or ninety days the country
will be on a normal employment basis,” and Dr. Julius Klein
exulted in the American Magazine: “It's Great To Be a Young
Man Today.” On March 4, Lamont, in a meteorological mood,
was certain that “as weather conditions moderate, we are likely
to find the country as a whole enjoying its wonted state of pros-
perity.” On March 7, in his most detailed statement on the
economic situation, the President declared that unemployment,
such as it was, was concentrated in twelve states; that “employ-
ment had been slowly increasing” since the low point in
December; that business and the state governments were spend-
ing more for construction even than in 1929. “All the evidences,”
he said, “indicate that the worst effects of the crash upon un-
employment will have been passed during the next sixty days.”’

Hoover’s position was not an easy one. He had rightly
decided he could not indulge in a public pessimism that would
only feed the panic. His fault lay not in taking an optimistic
line, but in bending the facts to sustain his optimism,® and
then in believing his own conclusions. For, despite the presi-
dential exhortations, private spending was simply not maintain-
ing 1929 levels. Despite the presidential cheer, unemployment
was increasing. The leaders of business, for all their pledges,
were finding it impossible to collaborate in pegging the economy.
The solemn meetings of the autumn, with their professions of
common purpose, had turned out to be exercises in ceremonial—
“no-business meetings,” in J. K. Galbraith’s phrase. “There has
been more ‘optimism’ talked and less practised,” said Will
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Rogers, “than at any time during our history.” Some Republican
leaders even began to scent conspiracy in business reactions.
“Every time an administration official gives out an optimistic
statement about business conditions,” complained Senator
Simeon Fess of Ohio, chairman of the Republican National
Committee, “the market immecdiately drops.”®

The crucial period when a small amount of spending might
have checked the cumulative forces of breakdown had already
slipped by. But Hoover found in pledges an acceptable sub-
stitute for actions; assurances given took the place of dollars
spent. “Our joint undertaking,” he said, on May 1, 1930, before
the United States Chamber of Commerce, “has succeeded to a
remarkable degree.” The intensity of the slump ‘“has been
greatly diminished.” “I am convinced,” Hoover said, “we have
now passed the worst and with continued unity of effort we
shall rapidly recover.” '°



CHAPTER XXI1

THE CONTAGION OF FEAR

ON THE DAY before President Hoover said that all the evidence
promised substantial recovery in sixty days, a group of un-
employed men and women, organised by the Communist party,
staged a demonstration before the White House. For a moment
the President stared curiously through the window. Later the
police, blackjacks in their hands, routed the crowd with tear-
gas bombs. In New York City on the same day 35,000 men
and women gathered to hear Communist orators in Union
Square. When the Communist leader William Z. Foster called
for a march on City Hall, the Police Commissioner issued sharp
orders. Hundreds of policemen and detectives, swinging night-
sticks, blackjacks, and bare fists, charged the crowd. The scene
resounded, the New York Times reported, with “screams of
women and cries of men with bloody heads and faces. A score
of men were sprawled over the square, with policemen pummel-
ing them.” One cop, in civilian clothes, wearing a sheepskin
coat and carrying a long yellow nightstick, ran wildly through
the square, striking out in all directions. Two policemen
pinioned a girl by the arms and smashed her face with clubs.
A woman wailed: “Cossacks, murderous Cossacks.” !

March 6 was, by Communist decree, International Unemploy-
ment Day. The purpose of the demonstrations was to provoke
police violence. In one city after another they achieved this
purpose. But Communist agitation alone could not explain the
impact of the riots. When else in America had Communists
ever attracted crowds of 350007 A gap was opening between
the official mood in Washington and the human reality in city
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streets and in the countryside—between the presidential vision
of accelerating private construction, declining unemployment,
mounting confidence, and the actuality of privation and fear.

By the spring of 1930 at least 4,000,000 Americans were un-
employed. Bread-lines began to reappear in large cities for
the first time since 1921—lines of embarrassed men, shuffling
patiently forward for a chance at a piece of bread and a cup of
coffee. In New York City it was reported in March that the
number of families on relief had increased 200 per cent since
the crash in October. The municipal lodging-houses were now
crowded; nearly half of the first 14,000 admitted were first-
timers; and the city was letting homeless men sleep on the
municipal barge as it tied up at the dock at night, where the
icy wind whipped across the East River. In Detroit, said
William Green of the AF. of L., “the men are sitting in the
parks all day long and all night long, hundreds and thousands
of them, muttering to themselves, out of work, seeking work.” 2

I

Across the country the dismal process was beginning, usher-
ing in a new life for millions of Americans. In the ’twenties
wage-earners in general had found ample employment, satisfac-
tion in life, hope for the future. Now came the slow-down—
only three days of work a week, then perhaps two, then the lay-
off. And then the search for a new job—at first vigorous and
hopeful; then sober; then desperate; the long lines before the
employment offices, the eyes straining for words of hope on the
chalked boards, the unending walk from one plant to the next,
the all-night wait to be first for possible work in the morning.
And the inexorable news, brusque impersonality concealing
fear: “No help wanted here” . . . “We don’t need nobody” . . .
“Move along, Mac, move along.”

And so the search continued, as clothes began to wear out
and shoes to fall to pieces. Newspapers under the shirt would
temper the winter cold, pasteboard would provide new inner
soles, cotton in the heels of the shoe would absorb the pound-
ing on the pavement, gunny-sacks wrapped around the feet
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would mitigate the long hours in the frozen fields outside the
factory gates. And in the meantime savings were trickling
away. By now the terror began to infect the family. Father,
no longer cheery, now at home for long hours, irritable, guilty,
a little frightened. Sometimes the mother looked for work as
domestic, chamber-maid or charwoman; or the children worked
for pennies after school, not understanding the fear that was
touching them, knowing that they must do what they could to
help buy bread and coffee. \

As savings end, borrowmg begins. If there is life insurance,
borrowing on that, until it lapses; then loans from relatives and
from friends; then the life of credit, from the landlord, from
the corner grocer, until the lines of friendship and compassion
are snapped. Meat vanishes from the table; lard replaces butter;
father goes out less often, is terribly quiet; the children begin to
lack shoes, their clothes are ragged, their mothers are ashamed
to send them to school. Wedding rings are pawned, furniture
is sold, the family moves into ever cheaper, damper, dirtier
rooms. In a Philadelphia settlement house a little boy of three
cried constantly in the spring of 1930; the doctor examined him
and found that he was slowly starving. One woman complained
that when she had food her two small children could barely
eat; they had become accustomed to so little, she said, that their
stomachs had shrunk. In November the apple peddlers began
to appear on cold street corners, their threadbare clothes brushed
and neat, their forlorn pluckiness emphasising the anguish of
being out of work. And every night that autumn hundreds of
men gathered on the lower level of Wacker Drive in Chicago,
feeding fires with stray pieces of wood, their coat collars turned
up against the cold, their caps pulled down over their ears,
staring without expression at the black river, while, above, the
automobiles sped comfortably along, bearing well-fed men to
warm and well-lit homes. In the mining areas families lived on
beans, without salt or fat. And every week, every day, more
workers joined the procession of despair. The shadows deepened
in the dark cold rooms, with the father angry and helpless and
ashamed, the distraught children too often hungry or sick, and
the mother, so resolute by day, so often, when the room was
finally still, lying awake in bed at night, softly crying.’
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This was 1930; it was, in Elmer Davis’s phrase, the Second
Year of the Abolition of Poverty. And it introduced thousands
of Americans to a new and humiliating mode of existence—life
on the relief rolls. Most of the unemployed held out as long as
they could. But, with savings gone, credit exhausted, work un-
obtainable, there secmed no alternative save to subdue pride
and face reality.

The system was, in the main, one of local poor relief, supple-
mented by the resources of private welfare agencies. Even in
1929 public funds paid three-quarters of the nation’s relief bill;
by 1932 the proportion rose to fourfifths. In larger cities the
social workers had had some success in improving standards of
relief care, replacing the old “overseers of the poor” by public
welfare departments. But in smaller communities there was
often no alternative to the poor-house. *And the whole patch-
work system had an underlying futility: it was addressed to
the care of unemployables—those who could not work in any
condition—and not at all to the relief of mass unemployment.*

No other modern nation had in 1930 such feeble and con-
fused provisions for the jobless. But the President had no doubt
about the adequacy of the system for the winter of 1930-31. He
told the American Federation of Labor in October that his anti-
depression policies had had astonishing success, and that work-
ing men should find inspiration in the devotion “of our great
manufacturers, our railways, utilities, business houses, and
public officials.” Later in the month, rebuking those who were
demanding a special session of Congress, the President re-
affirmed his confidence that the nation’s “sense of voluntary
organization and community service” could take care of the
unemployed.?

Yet, a week before, he had appointed an Emergency Com-
mittee for Employment under the direction of Colonel Arthur
Woods, who had been active in the relief field during the
depression of 1921. Hoover was reluctant to do even this, fear-
ing that such action would magnify the emergency; and he
informed the Committee that unemployment was strictly a local
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responsibility.* The Committee’s function in consequence be-
came that of advice and exhortation. Colonel Woods, a man of
vigour, wanted to do more. He submitted to the President a
draft message to Congress calling for a public works programme,
including slum clearance, low-cost housing, and rural electrifica-
tion. Woods and his Committee also favoured Senator Robert
F. Wagner’s bills proposing the advance planning of ublic
works and settmg up a national employment service. But the
President, rejecting the Woods programme, addressed Congress
with his usual optimism. Getting nowhere, Woods saw the
Committee through the winter and resigned in April 1931.7

Other events began to define the President’s position. In the
summer of 1930 a prolonged drought killed cattle and crops
throughout the South-West. This was Hoover’s sort of problem
—Belgium all over again, so much more concrete than the
irritating and intangible issues of depression. “To overcoming
the drought,” reported Mark Sullivan, Hoover’s intimate among
the newspaper-men, “President Hoover turned with something
like a sense of relief, almost of pleasure.”® With echoes of his
old confidence, he organised a programme of assistance and
asked Congress to appropriate money for government loans to
enable farmers to buy seed, fertiliser, and cattle feed.

Democratic senators promptly sought to apply the Hoover
programme to human beings as well as livestock. Thus the old
Wilsonian, William G. McAdoo, now aspiring to the Senate from
California, suggested that wheat purchased by the Farm Board
be distributed to the unemployed. But Hoover reaffirmed his un-
wavering opposition to such proposals. The opposition, fighting
back, taunted the President without mercy. He considered it wise
to feed starving cattle,they said,but wicked to feed starving men,
women, and children. He had fed the Belgians and the Germans,
but would not feed his own countrymen. Hurt and distressed,
the President in February 1931 issued a deeply felt statement.
If America meant anything, he suggested, it meant the principles
of individual and local responsibility and mutual self-help. If
we break down these principles, we “have struck at the roots of
self-government.” Should federal aid be the only alternative to
starvation, then federal aid we must have; but “I have faith in
the American people that such a day shall not come.” °
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And so the nation staggered into the second winter of the
depression, and unemployment began to settle into a way of
life. The weather was glorious much of the winter—clear, light
air, brilliant sunlight, dry, frosty snow. But the cold was bitter
in unheated tenements, in the flop-houses smelling of sweat and
Lysol, in the parks, in empty freight cars, along the windy water-
fronts. With no money left for rent, unemployed men and their
entire families began to build shacks where they could find
unoccupied land. Along the railroad embankment, beside the
garbage incinerator, in the city dumps, there appeared towns of
tar-paper and tin, old packing-boxes and old car bodies. Some
shanties were neat and scrubbed; cleanliness at least was free;
but others were squalid beyond belief, with the smell of decay
and surrender. Symbols of the New Era, these communities
quickly received their sardonic name: they were called Hoover-
villes. And, indeed, it was in many cases only the fortunate who
could find Hoovervilles. The unfortunate spent their nights
huddled together in doorways, in empty packing-cases, in box-
cars.

At the bread-lines and soup kitchens, hours of waiting would
produce a bowl of mush, often without milk or sugar, and a tin
cup of coffee. The vapours from the huge steam cookers
mingling with the stench of wet clothes and sweating bodies
made the air foul. But waiting in the soup kitchen was better
than the scavenging in the dump. Citizens of Chicago, in this
second winter, could be seen digging into heaps of refuse with
sticks and hands as soon as the garbage trucks pulled out. On
June 3oth, 1931, the Pennsylvania Department of Labor and
Industry reported that nearly one-quarter of the labour force of
the state was out of work. Clarence Pickett of the Friends found
schools where 85, go, even g9 per cent of the children were
underweight, and, in consequence, drowsy and lethargic. “Have
you ever heard a hungry child cry?” asked Lillian Wald of
Henry Street. “Have you seen the uncontrollable trembling of
parents who have gone half starved for weeks so that the
children may have food?” *°
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And still unemployment grew—from 4,000,006 in March 1930
to 8,000,000 in March 1931. And, more and more, the com-
munity found the relief problem beyond its capacity to handle.
Local fiscal sources were drying up; local credit was vanishing;
towns and counties found they could tax or borrow less and less.
Some states had constitutional prohibitions against the use of
state funds for home relief. And states too were on the verpe of
exhausting their tax possibilities; the general property taxihad
almost reached its limit, and, as income fell, the income tax; for
the few states that had it, brought in declining amounts.

The burdens of private charity were meanwhile falling ever
more heavily on the poor themselves. Emergency relief com-
mittees talked virtuously of the staggering of work and the
“sharing” of jobs. But men working a day less a week to provide
jobs for other workers were obviously contributing a portion of
their own meagre wages to relief while their employcrs con-
tributed nothing. And, even when cmploycrs joined in company
campaigns of voluntary donations, it was too often under the
principle used in the Insull group, by which all, whether top
executives or unskilled workers, threw in one day’s pay a month.
The real recipients of the dole, wrote Professor Sumner H.
Slichter of Harvard, were not the men lining up to receive a
nickel from the Franciscan Fathers, but “the great industries
of America,” paying part of their labour overhead by taxing the
wages of their employees.'!

As the number of unemployed grew, the standards of relief
care declined. More and more it seemed as if the burden was
too great for individual communities to carry longer. In the
autumn of 1931 Governor Franklin D. Roosevelt of New York
established a state emergency relief administration; other states
followed this example. Effective relief, said William Allen White
in September 1931, would be “the only way to keep down barri-
cades in the streets this winter and the use of force which will
brutalize labor and impregnate it with revolution in America
for a generation.” *2
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But President Hoover announced that a nation-wide survey
had convinced him that state and local organisations could meet
relief needs in the coming winter. Giving ground slightly, he
then appointed a new committee to supersede the old Woods
committee. This was the President’s Organization on Unemploy-
ment Relief, headed by Walter S. Gifford, president of the
American Telephone and Telegraph Company. Gifford accepted
the thesis of local responsibility with far more enthusiasm than
Woods; and his main contribution was an advertising campaign
designed to stimulate private charity. “Between October 18
and November 25,” said Gifford and Owen D. Young in a
joint statement, “America will feel the thrill of the great
spiritual experience.” Charity, the campaign hopefully sug-
gested, could even inspire a new love between husband and wife.

On matters which might have fallen more directly within his
responsibility Gifford displayed indifference. Early in January
1932, after nearly five months in office, Gifford appeared before
a committee of the Senate. There, under the incredulous ques-
tions of Robert M. La Follette, Junior, of Wisconsin and Edward
P. Costigan of Colorado, Gifford disclosed imperturbably that he
did not know how many people were idle, that he did not know
how many were receiving aid, that he did not know what the
standards of assistance were in the various states, that he did not
know how much money had been raised in his own campaign,
that he knew nothing of the ability of local communities to
raise relief funds either through borrowing or taxation, that he
did not know what relief needs were either in urban or rural
areas, that he did not consider most of this information as of
much importance to his job; but that, just the same, he had no
question in his mind as to the capacity of the communities to
meet the relief problem. “I hope you are not criticising me for
looking at life optimistically,” he said plaintively. And, when
Costigan asked him to supply the committee with the reports on
which his optimism was based, Gifford replied: “I have none,
Senator.” .

But on one question Gifford was clear: he was against federal
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aid. Should we not be concerned, asked La Follette, if the people
in Philadelphia were receiving inadequate aid? As human
beings, yes, said Gifford, adding incoherently, “but whether we
should be concerned in the Federal Government officially with
it, unless it is so bad it is obviously scandalous, and everr then
we would not be obliged to be concerned. I think there is\grave
danger in taking the determination of these things intp the
Federal Government.” Federal aid, he said, would lessen the
sense of local responsibility; it would reduce the size of private
charity. His “sober and considered judgment” was that fec‘eral
aid would be a “disservice” to the jobless; “the net result might
well be that the unemployed who are in need would be worse
instead of better off.” **

And so through the winter of 1931-32, the third winter of the
depression, relief resources, public and private, dwindled towards
the vanishing point. In few cities was there any longer pretence
of meeting minimum budgetary standards. Little money was
available for shoes or clothing, for medical or dental care, for
gas or electricity. In New York City entire families were getting
an average of $2.39 a week for relief. In Toledo the municipal
commissary could allow only 2.14 cents per meal per person per
day. In vast rural areas there was no relief coverage at all. “I
don’t want to steal,” a Pennsylvania man wrote to Governor
Pinchot, “but I won’t let my wife and boy cry for something to
eat. . . . How long is this going to keep up? I cannot stand it
any longer. . . . O, if God would only open a way.” '*

VI

The shadow fell over the cities and towns; it fell as heavily
over the countryside. Farmers had already drawn extensively
on their savings before 1929. The Wall Street explosion only
made their situation worse by diminishing even more the
demand for farm products. And, where industry could protect
its price structure by meeting reduced demand with reduced
output, farmers, unable to control output, saw no way to main-
tain income except to increase planting. Total crop acreage
actually rose in 1930 and showed no significant decline in 1931.
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The burden of agricultural adjustment thus fell not on produc-
tion but on price. The figures were dramatic. Between 1929
and 1934 agricultural production declined 15 per cent in volume,
40 per cent in price; industrial production 42 per cent in volume,
15 per cent in price.’® The relative stability of industrial prices
worsened the farmers’ terms of trade; the ratio of the prices the
farmer received to the prices he paid plunged from 109 in 1919
(in terms of 1910-14 prices) and 89 in 1929 to 64 in 1931.'¢ Corn
slid down to 15 cents, cotton and wool to § cents, hogs and sugar
to 3 cents, and beef to 2.5 cents. A farmer who chewed one
thick plug of Drummond a day required almost a bushel of
wheat a day to keep him in chewing tobacco. It took 16 bushels
of wheat—more than the average yield of a whole acre—to buy
one of his children a pair of §4 shoes. Net farm income in 1932
was $1.8 billion—Iless than one-third what it had been three years
earlier. So appalling a slump left many farm families with little
income, and many with no income at all.

The farmer’s obligations—his taxes and his debts—had been
calculated in terms of the much higher price levels of the
"twenties. A cotton farmer who borrowed $8oo when cotton was
16 cents a pound borrowed the equivalent of 5,000 pounds of
cotton; now, with cotton moving towards g cents, he must pa
back the debt with over 15,000 pounds of cotton. And, while the
farmer’s income fell by 64 per cent, his burden of indebtedness
fell a mere 7 per cent.’” In the meantime, fences were standing
in disrepair, crops were rotting, livestock was not worth the
freight to market, farm machinery was wearing out. Some
found it cheaper to burn their corn than to sell it and buy
coal. On every side, notices of mortgage foreclosures and tax
sales were going up on gate posts and in county court-houses.
William Allen White summed it up: “Every farmer, whether
his farm is under mortgage or not, knows that with farm
products priced as they are today, sooner or later he must go
down,” 18

The south-western drought only intensified the sense of
grievance. In January 1931 several hundred tenant farmers
presented themselves at the Red Cross in England, Arkansas,
and asked for food. They included whites and negroes, and some
carried rifles. When the Red Cross administrator said that his
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supply of requisition blanks had been exhausted, the mob
marched on the stores and seized their own flour and lard. “Paul
Revere just woke up Concord,” said Will Rogers, “these birds
woke up America.” (A New York Communist wrote a short
story based on newspaper reports of the incident. Lincoln
Steffens, reading Whittaker Chambers’s “Can You Heat Their
Voices?” wrote to the young author, “Whenever I hear\people
talking about ‘proletarian art and literature,’ I'm going \ to ask
them to . . . look at you.”)!®

A. N. Young, president of the Wisconsin Farmers’ Umon,
Warned the Senate Agriculture Committee early in 1932: “The
farmer is naturally a conservative individual, but you cannot
find a conservative farmer today. He is not to be found. I am
as conservative as any man could be, but any economic system
that has it in its power to set me and my wife in the streets, at
my age—what else could I see but red.”

“The fact is today,” Young told the Committee, “that there
are more actual reds among the farms in Wisconsin than you
could dream about. . . . They are just ready to do anything to
get even with the situation. I almost hate to express it, but I
honestly believe that if some of them could buy airplanes,
they would come down here to Washington to blow you fellows
all up.” 2°

v

In country and city alike, anger was spreading. Edward F.
McGrady, the conservative representative of the conservative
American Federation of Labor, was testifying before a Senate
committee in the spring of 1932. “The-leaders of our organisa-
tion,” said Ed McGrady bitterly, “have been preaching
patience.” But preaching could not take the place of bread. “I
say to you gentlemen, advisedly, that if something is not done
and starvation is going to continue, the doors of revolt in this
country are going to be thrown open.” Let the administration
stop crying to the world that the most important thing to be
done is to balance the budget. “There are another two B’s be-
‘sides balancing the Budget, and that is to provide bread and
butter.”
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If the administration, said Ed McGrady, refused “to allow
Congress to provide food for these people until they do secure
work, as far as T am personally concerned, I would do nothing
to close the doors of revolt if it starts.

“I say that as a man, as a citizen of the United States.

“It would not be a revolt against the Government but against
the administration.” 2!



CHAPTER XXII

BUSINESS AT THE GREAT DIVIAE

IT was A BUsINESs couNTRY, Calvin Coolidge had said, and it
wanted a business government. And the men of business, who
in the twenties had been the men of power, could not believe
that their age was over. With tedious regularity, they predicted
economic revival. “Recognizing the presence of some unfavor-
able elements, and the necessity of a little time for needed re-
adjustments . . . by early spring there should be definite signs
of a turn. . . . 1930 will stand out as a year of unusual stability.
. . . Renewed business expansion may be anticipated during the
second half. . . . The last half should be marked by rapid
recovery in every direction.” In the spring Charles M. Schwab,
the steel manufacturer, observed that business was “a lot
healthier today” than it had been six or nine months earlier,
and that “all present indications are that 1930, in broad per-
spective, will prove to be a year of normal business progress.” In
September the president of the National Association of Manu-
facturers agreed with President Hoover that “the over-shadowing
problem of all problems is crime, which bestrides our nation
like a colossus.” Dr. Julius Klein, after conducting a poll of
bank directors, announced that two-thirds had picked October
as the turning point, and the rest had set the time as the follow-
ing January. “The peak of the depression passed thirty days
ago,” said James A. Farrell of U.S. Steel in January 1931.!
After all, business-men reasoned, the economy had survived
depression before. “There is nothing very unnatural about con-
ditions that now exist,” said the president of the N.A.M.; “we
have had at least seventeen of these cycles of depressions in the
184
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last 120 years,” said the president of the United States Chamber
of Commerce. “So long as we live under a system of individual
liberty,” said Charles E. Mitchell of the National City Bank, “we
are bound to have fluctuations in business.” “I think the best
way to get rid of business cycles,” wrote the wise Dwight
Morrow, “would be to prove that they are inevitable.” “You
are always going to have, once in so many years, difficulties in
business, times that are prosperous and times that are not
prosperous,” said Albert H. Wiggin of the Chase. “There is no
commission or any brain in the world that can prevent it.”
Senator La Follette, startled, asked Wiggin whether he thought
the capacity for human suffering to be unlimited. “I think so,”
the banker replied.?

If depression was inherent in thc system, then so was recovery.
“The fact that we have let nature take its course,” said Richard
Whitney of the Stock Exchange, “may augur well for the
ultimate prosperity of the country.” And if recovery were
inevitable, then the state must take care to do nothing which
might hold it back. Government, as Henry Ford put it, should
“stick to the strict function of governing. That is a big enough
job. Let them let business alone.” Little could be worse than
trying to meet an economic crisis by passing laws. “Lifting the
individual’s economic responsibility by legislation,” said the
president of the N.A.M., “is to promote the very habit of thrift-
lessness in his life which produce his dependency upon such a
process.” Indeed, government had already acquired far too
large a réle in economic life. “Either state enterprise must give
ground,” said Merle Thorpe of Nation’s Business in 1931, “or
private enterprise must succumb.” For Congressman James M.
Beck the issue was resolved by 1932. “Few states are more
socialistic” than the United States, Beck glumly concluded;
“Russia is not more bureaucratic than America.” *

n
Of all the threatened forms of governmental interference, the

most sinister, in the judgment of many business-men, was the
dole for the jobless. Some business-men, indeed, still regarded
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unemployment as a form of malingering. “Many of those who
are most boisterous now in clamor for work,” said the president
of the N.A.M.,, “have either struck on the jobs they had or
don’t want to work at all, and are utilizing the occasion to swell
the communistic chorus.” + But most contributed with (admir-
able generosity to their community drives. Many also astutely
backed the share-the-work plans; and even the publicity-shy
J. P. Morgan was induced to make a radio speech suppoprting
the block-aid campaign, by which workers pledged small weekly
contributions to the unemployed. “We must all do our bit," said
Morgan, as his two butlers listened at a receiver in a back
room.*

Some devised even more unusual schemes to supplement local
relief. Thus John B. Nichlos of the Oklahoma Gas Utilities
Company wrote to his friend Patrick J. Hurley, the Secretary of
War, about an idea that he was trying out in Chickasha, Okla-
homa. By the Nichlos plan, restaurants were asked to dump
food left on plates into five-gallon containers; the unemployed
could then qualify for these scraps by chopping wood donated
by farmers. “We expect a little trouble now and then from
those who are not worthy of the support of the citizens,” wrote
Nichlos philosophically, “but we must contend with such cases
in order to take care of those who are worthy.” Hurley was
sufficiently impressed by the plan of feeding garbage to the job-
less that he personally urged it on Colonel Woods.®

Anything was better than the dole, a word invested with every
ominous significance. Newspapers printed photographs showing
British families, wan and despairing, eking out miserable exist-
ences “on the dole”. The impression grew that it was the dole
itself which was responsible for the British depression. In 1930
Winston Churchill defended the British system in a message to
American business. “I do not sympathise,” Churchill wrote,
“with those who think that this process of compulsory mass
saving will sap the virility and self-reliance of our race. There
will be quite enough grind-stone in human life to keep us keen.”
But to no avail. It was better, said Calvin Coolidge philosophic-
ally, “to let those who have made losses bear them than to try
to shift them on to someone else.” Unemployment insurance,
said Henry Ford, would only insure that we always have un-’
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employment. If this country ever voted a dole, said Silas Strawn,
now head of the United States Chamber of Commerce, “we’ve
hit the toboggan as a nation.” 7

The terms of the great dole debate remained perplexing. By
1931 few objected any longer to private charity or local relief for
the unemployed; and few business-men objected to federal aid to
business. Yet many conservatives affected to regard federal aid
to idle men and women as spelling the end of the republic. They
generally invoked moral considerations to justify this viewpoint,
citing the corrupting effects of government hand-outs, though it
is possible that the prospect of federal relief raised the spectre of
British taxation as well as that of British decadence.

In the meantime, they continued to exhort about the need for
abstinence, self-reliance, and hope. “Recovery,” said Dwight
Morrow, “is going to be brought about by the man who earns
a modest living and spends just a little less than he earns.” The
president of the American Bankers Association endorsed the
doctrine that salvation lay in reducing spending and announced
a campaign “to induce our people to be economical and thrifty.”
“Just grin, keep on working,” said Charles M. Schwab. “Stop
worrying about the future, and go ahead as best we can.” “What
we must have is faith, hope and charity,” said Walter S.
Gifford, “and perhaps some day we shall not need charity.” “Out
of the depression we have been going through,” said Myron C.
Taylor of United States Steel, “we shall have learned something
of high importance.” Then he added: “It is too soon to say
just what we are learning.” ®

Taylor’s anti-climax was all too characteristic; it betrayed the
bafflement with which men, so recently infallible, were viewing
the breakdown. Some, no doubt, remained victims of their own
homilies; but the more thoughtful and the more candid were
shaken. Someone asked Sewell Avery of Montgomery Ward to
explain the economic collapse. “To describe the causes of this
situation,” said Avery unhappily, “is rather beyond my capacity.
I am unfortunate in having no friends that seem able to explain
it clearly to me.” Each new failure came to Dwight Morrow as
a personal shock. When Kidder, Peabody went into reorganisa-
tion, he was shaken; when Britain went off the gold standard,
he was aghast; in the summer of 1931 he suffered from constant
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headaches and insomnia, spending sleepless nights on a study of
unemployment until his death in October.

It was left to Daniel Willard of the Baltimore and Ohio to
blurt out underlying fears. Throughout his seventy years he had
never questioned the capitalist order. Yet a system that flenied
millions of men work and relief, he had come to feel, could not
“be said to be perfect or even satisfactory.” The probleins of
unemployment and the distribution of wealth were forcing him
to doubt “the very foundations of our political and econpmic
system.” For himself, he continued, “I would steal before I
would starve.” ®

pas

Even old friends of business were becoming critical. President
Nicholas Murray Butler of Columbia University denounced in
the summer of 1931 the “easy diagnosis” and “smug prophecies”
of the business leaders who said that we would come automatic-
ally through the depression. Planning was essential, said Butler,
adding, “Gentlemen, if we wait too long, somebody will come
forward with a solution that we may not like.” “The danger in
our situation,” said Wallace B. Donham, dean of the Harvard
Business School, “lies not in radical propaganda, but in lack of
effective business leadership.” The example of the Soviet Union,
Donham suggested, showed the value and necessity of ““a general

lan for American business.” “Unemployment,” said Cardinal
O’Connell of Boston, “is a ghastly failure of industrial leader-
ship. . . . What is the flaw in the capitalist system which has
governed industry for a couple of centuries that it creates and
cannot resolve this paradox?” *°

Thoughtful business-men began to see the point. “The tragic
lack of planning that characterizes the capitalistic system,” wrote
Paul Mazur of Lehman Brothers gloomily in 1931, “is a reflec-
tion upon the intelligence of everyone participating in the
system.” Bernard Baruch, moved by memories of the War
Industries Board, soon asked for the suspension of anti-trust
laws to permit “industrial self-government under governmental
sanction.” William G. McAdoo, also recollecting the past, talked
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of a Peace Industries Board. Walter C. Teagle of Standard Oil of
New Jersey wanted a revision of the anti-trust laws to authorise
“curtailment of production to reasonable market demand.”
Myron Taylor could not see how “cooperative plans sincerely
undertaken by a basic industry for rationally adjusting produc-
tion to demand” could be regarded as in restraint of trade.
Rudolph Spreckels, an old T.R. Progressive, now president of
the Sugar Institute, called for allocation by the government to
each company of its proper share of the existing demand.’

But the first comprehensive plan came in September 1931 from
Gerard Swope, a veteran of Hull-House and the War Industries
Board, now president of General Electric. Swope’s idea was the
organisation into trade associations of all firms with more than
50 employees engaged in inter-state business. These trade associa-
tions would be self-governing units with responsibility for “co-
ordinating” production and consumption and “stabilizing”
prices; to accomplish this co-ordination, there would have to be
uniform accounting practices and access to company books. The
companies would further adopt pension and unemployment
insurance systems, to be paid for and managed by both
employers and employees. On top of the cluster of trade associa-
tions would be a national economic council. In short, in
exchange for the cartelisation of a substantial part of American
industry, Swope proposed to guarantee to labour a high degree
of employment or, that failing, unemployment insurance.'?

In the meantime, Henry I. Harriman of the New England
Power Company, who was elected president of the United States
Chamber of Commerce in 1932, was thinking along similar lines.
“We have left the period of extreme individualism,” he wrote in
his report as chairman of the Chamber’s Committee on the
Continuity of Business and Employment. “Business prosperity
and employment will be best maintained by an intelligently
planned business structure.” But the anti-trust laws, “suitable
as they may have been for economic conditions of another day,”
stood in the way of collective action. They must accordingly be
modified to permit companies to share the market, though, to
protect the public, the government must have power to dis-
allow excessive prices. The generality of business should be
organised through trade associations, Harriman continued, lead-

G*
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ing up to a national advisory economic council at the summit.
What of a recalcitrant minority? “They’ll be treated like any
maverick,” said Harriman, remembering his Montana ranches.
“They’ll be roped, branded, and made to run with the herd.”
But, if business were to be given this power, added Harrian, it
must accept the responsibility of setting up reserves to\assure
men against economic want because of sickness, unemployment,
or old age. In the autumn of 1931 a significant majority of the
membership of the Chamber endorsed these proposals.'® \

By 1932 the American business community—or, at ieast,
powerful elements in it—was moving fast towards ideas of
central economic planning. The nation, said a Vermonter,
Ralph E. Flanders of the Jones and Lamson Machine Company,
was approaching a new stage in human development—‘the self-
conscious direction of the mechanism of economic and social
life to ends of general well-being. The eye that has caught this
vision,” Flanders added, “is satisfied with no other.” American
business, as Henry I. Harriman summed it up, was coming to
accept “the philosophy of a planned economy.” **



CHAPTER XXIII

THE AGENDA OF REFORM

I

IN THEIR WAy, the critics of American business were caught
almost as short by the depression as was American business itself.
The traditional concern of the liberal reformers had been with
welfare and with freedom, of the labour leaders with wages and
working conditions. Depression confronted both groups with a
radically new challenge. Assuming the inevitability of economic
growth, they failed to anticipate economic collapse. Few among
them were ready with either diagnosis or cure.

The labour movement was particularly slow in response.
William Green’s editorials in the American Federationist hardly
acknowledged the existence of mass unemployment until the
middle of 1930. The A.F. of L. convention that year was notable
chiefly for the violence with which the leadership repulsed the
idea of unemployment insurance, Green warning, with all the
zeal of a Henry Ford, that the dole would turn the worker into
“a ward of the state.” As the depression deepened, however,
even the AF. of L. had to recognise its existence. By March
1931, Green was calling for “sustained, coordinated planning”™
within industries and “integrated cooperation” among them;
and in July he declared to President Hoover that unless
American employers made a “collective guaranty of work
security” they faced “the inevitable enactment of unemploy-
ment-insurance legislation which in effect will fasten a dole
upon American industry.”

When the Federation held its 1931 convention at Vancouver,
Green was in a mood of unwonted ferocity. “I warn the people
who are exploiting the workers,” he said, “that they can drive

191 '
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them only so far before they will turn on them and destroy
them. They are taking no account of the history of nations in
which governments have been overturned. Revolutions grow
out of the depths of hunger.”' The militance was Jargely
verbal, but it enabled the leadership to avert the endorfement
of compulsory unemployment insurance which Dan Tabin of
the Teamsters and other bolder leaders were demanding from
the floor.

The leading railway unions echoed this new bellicosity. In
the spring of 1932 their leaders, including A. F. Whitney and
D. B. Robertson, called on President Hoover. “Mr. President,”
they said, “we have come here to tell you that unless something
is done to provide employment and relieve distress among the
families of the unemployed . . . we will refuse to take the
responsibility for the disorder which is sure to arise.” It is our
duty, they continued, “to give the constitutional government of
the United States full warning. . . . There is a growing demand
that the entire business and social structure be changed because
of the general dissatisfaction with the present system.” 2

n

But rhetoric was no substitute for action; and the leadership
of organised labour was notably wanting in concrete proposals,
beyond the 3o-hour week. All Matthew Woll's talk about
“national planning that shall conceive of the economic activity
of the Nation as a whole” could not conceal the lack of specifics.
Only two important leaders seemed ready to get down to details
—in each case because his own experience had prepared him to
think in terms of planning.

One was Lewis of the United Mine Workers. For the coal-
miners, depression was no novelty; and Lewis had long since
backed proposals for planning in his own sick industry. Now
he suggested that stabilisation planning be generalised for all
industry under a national economic council. We must cast
aside, Lewis said, the treasured old phrases, like “laissez faire”,
“competition”, “rugged individualism”. He yielded to no one,
he hastened to explain, in opposition to subversive movements.
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“My sympathies have always been against all un-American and
anti-American activities. On the other hand, I realise that we
must face the facts today and that we must not seek to ignore
the tremendous economic changes and tendencies of our own
time.” ®

Like Lewis, Sidney Hillman of the Amalgamated Clothing
Workers represented an industry which had been ruined by
cut-throat competition and could be saved only by industry-
wide co-operation. “Really to control unemployment,” said
Hillman, “we must think and act in terms of economic plan-
ning”; and experience had shown that “voluntary co-operation
in economic planning is not enough.” In his version, the
national economic council, to be established under a national
house of industrial representatives, including both labour and
management, would be given “the authority to work out salva-
tion and the power to carry plans into effect.”*

Lewis and Hillman, in the end, differed little from Gerard
Swope and Henry I. Harriman. But the invocation of “plan-
ing” created problems of its own. How under planning were
prices to be set? Resources allocated? Wages determined?
When such questions were asked, an enormous vagueness
tended to set in. The hard choices, it seemed, were to be post-
poned for the hypothetical economic council.

uI

Nor were the professional economists much help in filling
the technical gap. The grand academic figures—Taussig, Ely,
Commons, Mitchell, Seligman—were hardly more prepared for
depression than the leaders of business and labour. But the
economic heretics of the 'twenties found stimulus, some even
vindication, in depression. And, of all the economists of the
day, none was quicker in regaining his feet after the crash than
William T. Foster of the old team of Foster and Catchings. For
the crash, after all, turned out to have been predictable in terms
of the Foster system; and, if he knew the causes of depression,
he also conceived that he knew the cure.

As he looked back on the ’twenties, Foster had no doubt
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about tracing the breakdown, not, in the orthodox manner, to
extravagance, but to thrift. “Far from having been profligate,
the nation wasted its substance in riotous saving.” Why had
industry stopped making goods and hiring labour? “Solely
because it cannot sell the goods.” “We shall not restore good
times,” Foster emphasised, “no matter what else we doj until
we spend more.” “The only sound way speedily to stdp the
depression is to increase total pay-rolls.”

But purchasing power would not revive, Foster said, of its
own accord. “For three' years we have waited, in vain, for
private enterprise to put the necessary currency and credit into
circulation.” It was folly, he liked to say, to turn the job over
to the “lazy fairies”. “When private enterprise fails, public
enterprise is our only resource. We can restore consumer pur-
chasing power by collective action, and in no other way. Collec-
tive action means, necessarily, action by the Federal Govern-
ment.”

The first step should be the increase of the national debt “as
far as is necessary to restore employment and production.”
There was no point in worrying about the size of the debt;
once national income began to rise, “then the repayment of the
indebtedness of the Federal Government becomes a simple
matter.” The government should spend freely—for roads, for
slum clearance, for all forms of public works. At the same time,
tax reduction could release more money for spending. If
nothing else were possible, then pay the bonus; “it is the one
way—though a poor one—of conscripting some of the slacker
dollars.” In every way it could, the government must put
dollars into the hands of those who would spend them. “If
that is inflation,” said Foster, “there is nothing the country
needs right now so much as inflation.”

But more was necessary, Foster added, than emergency action.
Steep taxes on incomes, profits, and inheritances would keep
savings from collecting again in stagnant pools in the future.
“It is impossible, as this country has demonstrated again and
again, for the rich to save as much as they have been trying to
save, and save anything that is worth saving.” In their own
interest, “we should take from them a sufficient amount of their
surplus to enable consumers to consume and business to operate
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at a profit. This is not ‘soaking the rich’; it is saving the rich.”
In addition, Foster wanted compulsory unemployment and
health insurance, the guarantee of bank deposits and rigorous
regulation of the security exchanges and stock issues.

Foster had long since lost his illusions about Hoover. The
administration seemed to have committed itself to “the
economics of original sin”; it had acted as if misery were fore-
ordained and nothing could be done about it. Instead of action,
the nation got exhortation. “M. Coué seemed to have become
our Minister of Finance.” And yet recovery could be so easy!
“If anyone still doubts that our economic troubles are mainly
mental, let him consider what would happen if the United
States declare war today.” Congress would appropriate billions
of dollars; orders would go forth to factory and farm; prosperity
would return. *“Some day,” said Foster, “we shall realize that
if money is available for a blood-and-bullets war, just as much
money is available for a food-and-famine war.” ®

v

Foster’s views found support chiefly among other heretics.
The Englishman John A. Hobson had developed independently
an under-consumptionist analysis of stagnation. Where Foster
explained the failure of demand by stressing the leakages from
buying power in the processes of business saving and financing,
Hobson gave attention to the.lopsided structure of wealth dis-
tribution, which put income in the hands of the wealthy, who
would save it, rather than of the poor, who would spend it. He
was also more pessimistic about the possibilities of correcting
the tendencies towards over-saving without a revision of the
capitalist system. If his analysis was more sustained and
sophisticated, his recommendations—deficit spending and pro-
gressive taxation—coincided with those of Foster. His writings
were not without influence in America.®

The publication in 1930 of John Maynard Keynes’s Treatise
on Money carried a far more accomplished English economist
to the side of the under-consumptionists. To the new doctrines
Keynes brought a rigour of logic, a subtlety of analysis, and a
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brilliance of exposition which in the end converted them into a
new orthodoxy. “This is not a crisis of poverty,” Keynes told
America in 1932, “but a crisis of abundance.” Some voices
insisted that escape lay in retrenchment and economy, “in re-
fraining, wherever possible, from utilising the world’s po ential
production.” These, said Keynes, with contempt, werel;l“the
voices of fools and madmen.” It was inconceivable to him the
rubbish men had to utter in the United States if they we*e to
keep respectable. Sensible bankers “have to go about assufing
the world of their conviction that there is no serious risk of in-
flation, when what they really mean is that they cannot yet see
good enough grounds for daring to hope for it.” So long as this
mood persisted, Keynes said he could imagine no course of
events that could restore American prosperity in the near
future.”

In America, Foster and the under-consumptionists had many
readers but few followers. A consulting engineer named David
Cushman Coyle, whose specialty was structural design, developed
somewhat similar views of economic policy. “The higher in-
comes are not being expended automatically at a sufficient rate
to make the country run,” Coyle said, “and that is why the
Federal Government has to take these surplus incomes and
expend them.” But the most powerful of Foster’s disciples was
Marriner Eccles, a Utah banker, who read Foster with care, re-
interpreted under-consumption in terms of his own experience
as a business-man, and came up with recommendations that
surpassed Foster in concreteness and trenchancy.

The problem, as Eccles defined it, was to use government to
bring about an increase of purchasing power. The answer, in
his view, was government spending—for public works; for relief
(“we shall either adopt a plan which will meet this situation
under capitalism, or a plan will be adopted for us which will
operate without capitalism”); for the domestic allotment plan
in agriculture; for any other measures which would get money
into circulation. The age of uncontrolled individualism, said
Eccles, was over; the economy could survive only “under a
modified capitalistic system controlled and regulated from the
top by government.” ®
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For Foster the depression was “exclusively a monetary
phenomenon” and hence to be solved “solely by monetary
measures.” ® Actually his monetary measures, as they unfolded,
would require a considerable set of institutional readjustments;
and in Eccles the need for institutional reform was frankly con-
ceded. Yet both Foster and Eccles began with the problem of
purchasing power and moved on to the problem of structure.
Another school of economists—the institutional school, which
found its inspiration in Veblen, Patten, and Commons—took
structural reform as its starting-point.

The more cautious institutionalists made their headquarters
at the National Bureau of Economic Research and concentrated
on working out statistical pictures of economic development.
But another group in the institutionalist tradition, centring at
Columbia University, addressed itself to policy issues. Two
economists—Gardiner C. Means and Rexford G. Tugwell—and
a lawyer——Adolf A. Berle, Junior—combined in these years
to build a fresh and arresting theory of the American
economy.

Means, the youngest of the three (he was thirty-six in 1932),
had long been exploring the aiea where economics intersected
with law and where institutions thus set the pattern of economic
development. With James C. Bonbright, he published The
Holding Company in 1932, a first attempt at letting light into
the mysteries of corporate structure; and the same year, with
Adolf Berle, Means collaborated in producing one of the most
influential economic treatises of the time, The Modern Corpora-
tion and Private Property. Berle, in the years after the dis-
illusion at Paris, had turned to the practice and teaching of
law. To their collaboration Means brought an original and
capacious economic intelligence; Berle, a few months the senior
of the pair, both the finicky precision of a legal technician and
the broad perspectives of a social prophet. Each felt that the
rise of the modern corporation had revolutionised the economy
—and each concluded that it consequently had to revolutionise
ways of thinking about public policy. Means developed the
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implications of this revolution for economic theory, Berle for
law and for politics.

In 1930, according to The Modern Corporation, the 200
largest non-banking corporations controlled nearly one-half of
the non-banking corporate wealth of the nation and almost one-
quarter of the total national wealth. Half the steel industrg was
in the hands of two companies, half the copper industry ofi\four
companies; half the anthracite coal was mined by four ¢om-
panies; nickel and aluminium were virtual monopolies. Three
groups of companies controlled more than half the electric
power industry; two companies made nearly two-thirds of the
automobiles; three companies controlled 70 per cent of the
cigarette trade; one company made half the agricultural
machinery—and so it went, from industry to industry. By
1932, according to Berle’s calculations, 65 per cent of American
industry was owned by about 600 corporations. This meant that
some 6,000 men, as directors of these corporations, virtually
controlled American economic life; “eliminating the inactive
directors, the number of men is reduced to not more than two
thousand.” If the rate of growth were to continue, 70 per cent
of all corporate activity would be conducted by 200 corporations
in 1950. “Mr. Brandeis struggled to turn the clock backwards
in 1915; Professor Felix Frankfurter is inclined to believe even
now that it cannot last”; but the process could not be reversed.
Where society had once been dominated by a feudal system, so
now there was evolving a “corporate system” controlled by a
handful of industrial barons.

VI

From this situation Means drew daring conclusions for
economic theory. Classical economics had presupposed a vast
number of small business units equalising supply and demand
through free competition in the market. Monopoly was a
deviation, to be summarily dealt with in the footnotes. But
what had once been the deviation was now surely becoming
itself the norm. “The individualism of Adam Smith’s private
enterprise,” Means wrote, “has in large measure given way to
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the collective activity of the modern corporation, and economic
theory must shift its emphasis from analysis in terms of com-
petition to analysis in terms of control.”

The decisive change was from what Means called the “trading
market”—the free market of the classicists—to the “adminis-
tered market.” The modern corporation, he suggested, by
bringing so large a part of economic life within the administra-
tive control of single units, had altered the character of the
economy. As fixed prices replaced flexible prices, the market no
longer had an inherent tendency towards equilibrium. In the
classical model, an excess of supply over demand would cause
a fall in prices until demand caught up; but in the administered
market such an excess was likely instead to cause a fall in pro-
duction. The free market remained dominant only in agricul-
ture; and Means pointed out that the disparity between the
agricultural sector, where in depression prices fell and produc-
tion was maintained, and the industrial sector, where produc-
tion fell and prices were maintained, was a further source of
economic instability.

While Means examined the economics of the corporate revolu-
tion, Berle looked at its social implications. The increase in
size and the diffusion of ownership caused, it was obvious, an
increasing separation between ownership and control. The
spread of stockholding, which to Herbert Hoover meant that
everybody owned American business, meant to Berle that no
one owned it. “Property that you can see means one thing in
your life; the property which is only a piece of paper in your
safety deposit vault means quite something else.” The “owner”
was helpless to do anything with this “property”, except to sell
it for what the security markets would let him have. It was
hardly too much to say, observed Berle, that in the corporate
system the old idea of private property was slowly losing its grip.

With the separation of ownership and control, the profit
motive also began to wane. Those who controlled the great
corporations, Berle said, had other interests beside paying
dividends to stockholders. Their organisations were becomin
social institutions. Modern industrial managers would have to
function “more as princes and ministers than as promoters or
mierchants.” One could understand more about them by study-
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ing Alexander the Great, seeking new worlds to conquer, than
by remembering Adam Smith’s petty tradesmen.

Public policy, Berle and Means contended, must aim now at
“a unified, controlled, sensible operation” of the new corporate
system. This might come about, Berle thought, throug]b the
gradual growth by business into responsibility, as “group \after
group of men who operate the system realize that their first job
is to make the system work; and that if this involves their work-
ing together instead of working at Cross-purposes, then work
together they must.” So, over generations, a responsible bank-
ing community had arisen in Britain; so, too, the United States
might build “a purely neutral technocracy,” running “a collec-
tivism without communism, a common action based on a
common responsibility for the result.” As against communism,
such a collectivism would allow “a complete intellectual
freedom; men can discuss and differ.” As against laissez-faire
capitalism, it would allow men to work “in terms of the national
life as a whole, and not in terms of profit.” There must be, in
addition, a series of immediate reforms; the support of demand
through government spending; the reorganisation of the stock
market and the federal control of security issues; the centralisa-
tion of the banking system; the revision of anti-trust laws to
permit consolidation and even monopoly, along with detailed
regulation of all concentrated industries; old age, sickness, and
unemployment insurance.

“Is this suggestion of a responsible business community,”
Berle asked wistfully, “merely a dream?” Business leader-
ship, he wrote in 1932, was still characterised by “seizure of
power without recognition of responsibility—ambition without
courage.” - The industrial directors “assume little responsibili-
ties to the community, to their customers or to their labor;
have no cohesion; fight among themselves.” The way things
were, Berle gloomily concluded, “the American and the Russian
gystems will look very much alike within a comparatively short
period—say twenty years. There is no great difference between
having all industry run by a committee of Commissars and by
a small group of Directors.”*°
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Vil

Rexford G. Tugwell of the economics department at Columbia
simplified certain panels of the institutionalist design with deft
and audacious brush-strokes. He wholly accepted the analysis
of The Modern Corporation; but where Berle and Means con-
centrated on industry, Tugwell extended his interest to agricul-
ture; and where Berle and Means tended to be cautious in
recommendations, Tugwell speculated on far frontiers both of
individual psychology and social planning.

Born in Chautauqua County in western New York, Tugwell
was forty years old in 1931. He had studied with Simon Patten
and Scott Nearing at the Wharton School and had vibrated to
the excitement of the progressive era. As a youth, he turned
to Whitmanesque verse, proclaiming himself big and well made,
muscled, lean, and nervous, sick of a nation’s stenches, sick of
propertied czars:

“We begin to see richness as poorness; we begin to dignify toil.
I have dreamed my great dreams of their passing,
I have gathered my tools and my charts;
My plans are fashioned and practical;
I shall roll up my sleeves—make America over!”

He went into the ’twenties an apostle of economic unortho-
doxy and social reform. He had learned from Patten the
economics of abundance and the theory of national planning.
From Veblen he took the idea that the domination of “industry”
by “business” condemned mankind to the age of scarcity. From
Dewey he derived the instrumentalist conviction that reason was
the tool with which to shape the future. And in the work of
Frederick Winslow Taylor, the father of scientific management,
Tugwell found the techniques by which society might achieve
the ends proposed by Patten, Veblen, and Dewey. The greatest
economic event of the nineteenth century, Tugwell liked to say,
was when Taylor first held his stop-watch on a group of
shovellers in the Midvale Steel plant. Only Taylor had not gone
far enough. Tugwell believed that the logic of scientific manage-
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ment required the extension of planning from the single factory
to the industry and then to the entire economy. “We needed a
Taylor now for the economic system as a whole.”

He had no use for the classical theory of the free market.
“There is no invisible hand,” he said, adding characteristically,
“There never was.” But the search for “a real and wvisible
guiding hand to do the task which that mythical, non-exi;ient,
invisible agency was supposed to perform” met more than! the
opposition of business. It also met the opposition of the pld-
style anti-monopoly progressivism. More polemical than Berle
and Means, Tugwell attacked trust-busting as a “demagogic
stereotype”, an obsolescent cliché, a hopeless and disastrous
error. The policy of the “pulverization of business” meant that
government was pitting itself against “inevitable, unconquerable
industrial forces.” It branded as legally wrong what was
economically necessary. Rural progressivism was “reactionary”,
Wilson’s New Freedom “anachronistic”. While Tugwell had
little regard for Theodore Roosevelt and seems not to have been
influenced by Croly, he endorsed their preference in the old
American antithesis: “Hamilton, far more than Jefferson, had
divined what was going on in the economic world and what
needed to be done about it.”

If any one characteristic was clear to Tugwell about the
economic system, it was unity. The greatest need was therefore
co-ordination. This had been achieved once—by the War
Industries Board, “America’s war-time socialism”. The war, said
Tugwell enviously, was “an industrial engineer's Utopia. . . .
Only the Armistice prevented a great experiment in control of
production, control of price, and control of consumption.” But
the attempt would be surely made soon again. “Ours is a society
struggling to become cooperative,” he wrote. “All the technical
forces tend to produce a collectivistic society; all the thwarted
motives of men cry aloud for it. But the way is blocked by the
ideologies of the past, buttressed by those who have grown
strong in its favors.”"!
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VIII

In 1927 Tugwell percipiently called attention to the fact that
the increase in labour productivity was outstripping the increase
in wages. But business, he commented in Industry’s Coming of
Age, was not likely to pass on the gains of productivity on its
own accord. And there was neither the public demand nor the
technical knowledge to make planning possible in the industrial
sector. On the other hand, both these conditions, he began to
think, might exist for agriculture. The farmers were seeking a
national agricultural policy; and the Farm Extension Service
not only supplied information for forecasting but itself con-
stituted a rudimentary apparatus for control. Thus concern
with planning led Tugwell into agricultural economics; and his
concern with agricultural economics soon brought him to the
attention of former Governor Frank Lowden of Illinois and, in
1928, into the Al Smith campaign.

The depression intensified Tugwell’s interest in planning.
Speaking in the winter of 1931 before the American Economic
Association, he tried to confront his audience with the full
meaning of a planned economy. A national council with
advisory powers, of the kind proposed by Swope or Harriman,
could not, Tugwell said, do the job. People might try to
distinguish between partial and total planning; but “they all
come to the same thing—or will not work.” The logic of plan-
ning amounted in the end, practically, “to the abolition of ‘busi-
ness’.” Profits would have to be limited and their uses regulated,
prices controlled, speculative gains eliminated. There would be
constitutional changes too, “the laying of rough, unholy hands
on many a sacred precedent, doubtless calling on an enlarged
and nationalized police power for enforcement.”

“When industry is government and government is industry,”
Tugwell concluded, “the dual conflict deepest in our modern
institutions will be abated. This is one of the basic reasons why
the prospect of a planned economy is so congenial to every
other hope and belief I have.” And, let no one be deceived, the
situation in America was getting explosive. For “the future is
becoming visible in Russia; the present is bitterly in contrast;
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politicians, theorists, and vested interests seem to conspire ideally
for the provocation to violence of a long-patient people.” 2

This was Tugwell’s most radical pronouncement, and it was
a little hard to gauge its intent. Three years later he claimed
before a Senate committee that in tracing out the logic of a
planned economy he “was trying to show that it would not
work.” '* But these phrases of 1934 were uttered by a govern-
ment official whose first obligation, as he saw it, was to ptotect
the President who had appointed him. His argument of \1931
could perhaps be fairly read as an expression of Tugwell’s cocky
desire to shock an audience with the implication of its too
glib slogans. In the same period, he was working out a more
sober solution in a book, much revised and finally published
in 1933, The Industrial Discipline and the Governmental
Arts.

The spirit of the American Economic Association address
had been defiant, doctrinaire, all-or-nothing. In The Industrial
Discipline Tugwell affirmed the feasibility of a middle way,
asserting his faith in what he elsewhere called “the possibilities
of a managed society.” '* “We can experiment now,” he said,
“and we ought to do it before it is too late. Otherwise we are
surely committed to revolution.” And he made it clear that he
did not want revolution. “Liberals would like to rebuild the
station while the trains are running; radicals prefer to blow up
the station and forego service until the new structure is built.”
The ultimate objectives might not be so very different, “but
there is all the difference in the world in the ways of achieving
what is hoped for.” Somewhere between stubborn privilege on
one side and “dark destructive intention” on the other,
liberalism had to accomplish a democratic reconstruction of
economic institutions.

Tugwell’s own programme now bore a strange resemblance to
the plans of Harriman and Swope which had so recently roused
him to such sardonic reflections. He called for the organisation
of industries in self-governing associations, building up to an
Industrial Integration Board with industrial and public repre-
sentatives. The central board would co-ordinate the industry
plans with the overall government plan. One ingenious sugges-
tion was a tax on undistributed corporate surpluses in order to

§
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force investment funds into the open market and thus to subject
plans for capital expansion to external control.!®

While Tugwell went beyond Harriman or Swope in giving his
central board enforcement powers, he obviously did not feel that
his managed society threatened essential freedoms. The con-
trast between The Industrial Discipline and the drastic alterna-
tives he had presented to the American Economic Association
suggested the conflict within him between the theorist, given to
dashing and ominous generalisation, and the activist, with a
pragmatic sense of reality. For Tugwell’s doctrine was always—
nearly always—redeemed by his deepest commitment, which
was to experimentalism as a social method. He distrusted sacred
dogmas and ultimate ends. When Professor George S. Counts
dared the schoolteachers to recruit their pupils in the building
of a new social order, Tugwell observed, “In this I disagree with
Mr. Counts as fundamentally as it is possible to disagree with
anyone on anything.” For Tugwell, education properly aimed
at teaching methods, not goals.

His faith in experiment determined Tugwell’s attitude towards
communism. The future was becoming visible for him in Russia
in only a technical sense; the fixed ideology of Marxism, the
“vast human sufferings,” the “repression, spying and violence”
repelled him. “The point at issue,” he remarked, “is whether it
is better to have social management or not to have it. The
answer seems to depend on whether management involves sup-
pression of competing ideas.” If the only alternatives were
communism and laissez faire “an experimentalist might as well
retire from the scene. Fortunately they are not.”

With all his zest for institutional reform, he also understood
as an experimentalist that there were other things to be done—
perhaps, indeed, to be done first. In almost the tones of William
T. Foster, he wrote in the winter of 1931 that the support of
purchasing power was “a first and most essential task of any plan
which was expected to work” and “the point of attack which
has most possibilities.”*®
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IX

Within the broad range from monetary policy to institutional
reform, other liberal economists made contributions. Pgul H.
Douglas of the University of Chicago brought to the task a
resourceful grasp of theory and a powerful personality; He
agreed with Foster and Eccles—and with Berle and Tugwell—
on the need for government action in support of purchdgmg
power. He argued cogently for unemployment insurance and
other forms of social security. But his special contribution was
his belief that the crisis required new political instruments.

In 1928 Douglas had seen little choice between Smith and
Hoover; and, after the crash, the League for Independent
Political Action, which he had organised in 1929, conceived
itself increasingly as the nucleus for a new radical party. John
Dewey served as the L.IP.A/’s chairman; Howard Y. Williams,
a former Social Gospel preacher, as executive secretary; and the
national committee consisted of a mixture of liberals, like Stuart
Chase, Oswald Garrison Villard, and Morris Ernst, with
Socialists like Norman Thomas, Harry Laidler, and Reinhold
Niebuhr. Douglas, outlining the L.I.P.A. philosophy, dismissed
both major parties as “primarily business parties.”

A few weeks after the election of 1930, Dewey asked George
W. Norris to head a new party based on the principles of plan-
ning and control. The weary veteran, who had now left the
Republican party and called himself an independent, declined.
“There is no hope,” he told Dewey and Williams in his Senate
office. He added, in a letter, “Experience has shown that the
people will not respond to a demand for a new party except in
case of a great emergency, when there is practically a political
revolution.”

But Douglas, continuing his effort, published in the spring of
1932 a book entitled The Coming of a New Party. He reaffirmed
his rejection of the major parties; the Democratic party was not
only reactionary in the South and corrupt in the great cities but
was “largely maintained by the business interests as a combined
lightning rod and lifeboat.” No doubt Governor Roosevelt of
New York had liberal qualities; but he could not be expected to
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transform his party. “There is indeed nothing,” Douglas said,
“that liberals need to rid themselves of more than the infantile
notion that a president can by himself greatly change things.”
Americans must look forward to the day when “the Democratic
party will ultimately go down before the rise of a vigorous party
of the farmers and workers in much the same way as the Liberal
party in England has dwindled as the Labour party has grown.”

For 1932, Douglas favoured Norman Thomas and the
Socialists. “A truly planned economy,” he believed, “is almost
impossible under capitalism and only practical under socialism.”
But Douglas remained non-doctrinaire; in the United States, he
felt, the question of socialisation would be settled not by a
categorical answer to the general proposition but by a series of
experiments. The Four-Year Plan, presented by L.LP.A. in
January 1932, called for piecemeal measures—federal relief,
public works, social security, tariff reduction—and envisaged
public ownership only for the utilities.

Douglas’s Soviet journey had given him, as it had given
Tugwell, a new sense of the feasibility of planning. It had
also pointed up new perils. “Power,” said Douglas in 1929, “is
as subtly corrupting as wealth”; the “almost inevitable con-
sequence” of the Soviet system seemed the creation of a
hierarchy “which, in its pride and callousness, would bear little
resemblance to those self-sacrificing spirits who initiated it.” The
problem for the United States, as Douglas now saw it, was to
achieve full employment while avoiding the “severe dictator-
ship and the denial of democracy which unfortunately is also
a feature of the Russian program.” And he was clear that
it was impossible to work with the American Communists in
this enterprise. “They are in fact,” he said, “determined to dis-
credit all bodies which have other aims or methods than their
own.” 7

In one form or another, liberal pragmatism was seeking means
of attaining a stable economy within a framework of free
institutions. George Soule of the New Republic, invoking F. W.
Taylor, Veblen, and the War Industries Board, sketched his
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economic design in A Planned Society in 1932. Soule contended
that the stimulation of effective demand must be “the main
objective of any national economic policy” and called for deficit
spending as the best means of achieving this objective; at the
same time he proposed a National Planning Board to serve as
a centre for production planning. “Every step in the dir¢ction
of planning for social ends,” he wrote, “must be a step away
from capitalism.” But his appeal was for gradual change rather
than revolution; and he rejected the view that capitalismwas
on the edge of collapse.!® ‘

Charles A. Beard was even more vehement in his rejection of
totalitarianism. The Communists, ruling “by tyranny and terror,
with secret police, espionage, and arbitary executions,” had no
lessons for a free society. As for the laissez-faire myth, “The
cold truth is that the individualist creed of everybody for him-
self and the devil take the hindmost is principally responsible
for the distress in which Western civilization finds itself.”
America must renounce the philosophy of the anti-trust laws
and accept the inevitability of integration. Beard’s own solution,
outlined as a Five-Year Plan in the summer of 1931, called for
a system of cartels in the basic industries, to be controlled by a
National Economic Council, representing business, labour, and
agriculture.’®

New proposals began to crowd the magazines. The institu-
tionalist economist Walton H. Hamilton, dismissing the anti-
trust laws as the “common sense of another age”, wanted
“central direction” of the economy extending certainly to
capacity, probably to output and possibly to price. John T.
Flynn, the financial journalist, declared that “the one great
possible hope for the survival of capitalism” lay in the replace-
ment of the individual investor by investment pools, operating
under government supervision; if this wouldn’t work, he said,
“then capitalism is doomed.”?°

XI

But perhaps the most widely read of liberal economists was
Stuart Chase. Genially eclectic in his views, Chase had a tart
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and ingratiating style, an uncommon talent for lucidity in
exposition, and an unlimited curiosity about all aspects of the
system. He had sat at Veblen’s fect in the early ’twenties; and
Veblen remained his intellectual mentor; but he also read
Taylor and Keynes, production theorists and monetary theorists,
conservatives and cranks, and stirred them all together to brew
his own effervescent concoctions. He returned from his trip to
the Soviet Union with Tugwell and Douglas in 1927 enormously
excited by the Gosplan and, unlike his friend Roger Baldwin,
not at all perturbed by the GP.U. “Russia is no dream,” he
wrote in 1931. “Day by day, her shadow falls sharper, bolder,
upon the face of the world.” But he regarded the Communist
model as hopelessly committed to dogma; and he felt that
violent revolution would be disastrous in a modern technical
society like the United States.

The problem of production, Chase believed, was solved, and
the world was ready to move into the age of distribution. This
change threw the spotlight on two figures hitherto unappreci-
ated in the economic drama: the technician, whom Chase called
“the modern Prometheus in chains”; and the consumer. Give
the technician his head, and abundance for all could be
guaranteed. But technological development must be guided by
planning, not by profit. Chase had almost a Luddite fear of the
“anarchic momentum” of free-enterprise capitalism. His sugges-
tion of 1932 for a ten-year moratorium on invention seemed onl
half jocular; it came after the publication of a book describing
the satisfactions of the static economy of rural Mexico.

Once technical progress was under control, then the consumer
would come into his own. To the consumers’ organisation
and enlightenment (particularly through Consumers’ Research
laboratory, with its monthly reports on the quality of merchan-
dise) Chase gave an important share of his energy. The age of
consumption, he felt, shifted the whole focus of social discussion,
rendering, not only capitalism, but also Communism obsolete.
The basic question was no longer who owned what, but what
method moved most goods with least social disruption.

In certain moods Chase regarded the future as requiring a
sharp break with capitalism. Thus he once dismissed the
proposals of Keynes as having the “fatal defect” of seeking to
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repair the prevailing system—"only patches on a boiler which
is destined ultimately to explode.” But for all the extravagance
of his rhetoric, his own proposals usually turned out to be
patches on the same boiler. Thus, in other moods, he contended
that the restoration of purchasing power was “the key to the
enigma.” To this end, he called for a “stiff dose of inflation”
as well as for redistributive taxation and public works, He
proposed a system of “planned production”, through revision
of the anti-trust laws, with industry organised through }‘rade
associations under a Peace Industries Board, and a universal
system of minimum wages and maximum hours. “What
American industry needs above all else, in my opinion,” he
wrote in the autumn of 1931, “is coordination—an integration
of supply to demand, and an end to the crucifying wastes and
leakages of free competition. The more promptly a given
industry acts as an intelligent unit instead of a mob of maniacs,
the better I shall be pleased.” His New Republic series and
book of 1932, A New Deal, summed up his programme in
insouciant language, concluding characteristically: “Why should
Russians have all the fun of remaking a world?”*!

X1

The liberal economic thought of the early depression thus
tended to converge on two practical programmes. One, stemming
from Keynes, Foster, and Eccles, approached the crisis from the
viewpoint of the failure of demand and proposed to revive
purchasing power through government spending. The other,
stemming from Veblen and Patten, Berle and Means and
Tugwell, approached the crisis from the viewpoint of the mis-
working of the institutional framework and called for economic
integration through structural reform. And whether spenders
or planners, these men were all pragmatists rather than dogma-
tists. They were united by a determination to work within the
existing system, to proceed by reason and consent and to pre-
serve the living continuities of free society.

Mr. Justice Brandeis supplied them with their charter in an
eloquent moment in March 1932. Mr. Justice Sutherland, for
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the Supreme Court majority, had ruled that the depression did
not justify the state of Oklahoma in declaring the manufacture
of ice a public utility. No matter how desperate the crisis, the
Supreme Court said, freedom of enterprise, as protected in the
Fourteenth Amendment, was not to be tampered with “in
the interest of experiments.” Brandeis, his black-robed arms
moving in expressive gestures, read a dissent with deep emotion
in the crowded court-room. He sharply denied that the Four-
teenth Amendment intended to leave the people helpless before
economic disorder. This was, he said, “an emergency more
serious than war.” It threatened “even the stability of the
capitalistic system.” In times like these, could the Court
assume the responsibility for staying the course of social experi-
ment? “There must be power in the States and the Nation,”
he said, “to remould, through experimentation, our economic
practices and institutions to meet changing social and economic
needs. . . . Denial of the right to experiment may be fraught
with serious consequences to the Nation.” %2

Faith in experiment implied belief in a middle way. The
pragmatic approach rejected equally those who would make no
change at all in the social order and those who demanded total
change. It sought increased government management of the
economy but stopped short of government planning of all
economic decisions. John Maynard Keynes spoke for the prag-
matic reforms in his Saturday Evening Post article of 1930. “I
predict,” he wrote, “that both of the two opposed errors of pessi-
mism which now make so much noise in the world will be
proved wrong in our own time—the pessimism of the revolution-
aries who think that things are so bad that nothing can save
us but violent change, and the pessimism of the reactionaries
who consider the balance of our economic and social life so
precarious that we must risk no experiments.”

“If we would be guided by the light of reason,” said Mr.
Justice Brandeis, “we must let our minds be bold.”



CHAPTER XXIV

FAREWELL TO REFORM

WiLL Rocers, watching, as he said, the first nation in history to
go to the poor-house in an automobile, uttered a warning early
in 1931. “You let this country go hungry,” he said, “and they
are going to eat, no matter what happens to Budgets, Income
Taxes or Wall Street values. Washington mustn’t forget who
rules when it comes to a showdown.” In June 1931 a man
driving a large car through the outskirts of Gary, Indiana, came
to a sudden halt when a brick crashed through the window.
“What's the big idea?” he called into the darkness. Out of the
night came the reply, in a surprisingly level tone: “All rich
guys ought to be strung up.” “Who are you?” asked the driver.
“We're the fellows that'll do the stringing.” “Their patience is
at an end,” said the hotel clerk later that night. “Another four
years of Hoover and . . .”

In September 1931 the American Legion resolved that the
crisis could not be “promptly and efficiently met by existing
political methods.” In the same month Nicholas Murray Butler
welcomed the new freshman class at Columbia with the odd
remark that totalitarian systems brought forward “men of far
greater intelligence, far stronger character and far more courage
than the system of elections.” In October, when Ambassador
Charles G. Dawes heard that the British Broadcasting Corpora-
tion was planning to transmit Liberal and Labour election
speeches to the United States, he killed the idea on the ground
that such incendiary talk would dangerously inflame public feel-
ing in America. And in Mississippi a veteran politician from
the piny woods told an interviewer: “Folks are restless. Com-
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munism is gaining a foothold. Right here in Mississippi some
people are about ready to lead a mob. In fact, I'm getting a
little pink myself.” His name was Theodore G. Bilbo.!

A malaise was seizing many Americans, a sense, at once
depressing and exhilarating, that capitalism itself was finished.
Some felt it dumbly on the bread-lines or in the piny woods;
but intellectuals, denied by the materialism of the 'twenties a
sense of function in American society, were particularly vulner-
able to this malady. Mencken had armed them with contempt
for American culture, Veblen had exposed the economic system
for them, Beard had exhibited the sordid motives beneath
official ideals. And depression now liquidated their margin of
emotional security. The intellectuals, like the brokers, suddenly
found that they too had been living beyond their means. The
“utter confidence” which, in Scott Fitzgerald’s words, was the
“essential prop” of the Jazz Age was gone; the borrowed time
was running out. As Robert E. Sherwood wrote in 1931 in an
apologetic introduction to Reunion in Vienna, a frivolous play
about another world, the whole generation seemed to occupy a
shell-torn no-man’s-land, a “limbo-like interlude between one age
and another.” Ahead lay only “black doubt, punctured by brief
flashes of ominous light, whose revelations are not comforting.
Behind . . . nothing but the ghastly wreckage of burned
bridges.”

The lost generation seemed more lost than ever. Forced now to
confront political and economic reality, its members demanded
something more apocalyptic than theories about purchasing
power or the domestic allotment plan. Half measures were no
longer enough; this was a time of catastrophe. To compromise
with privilege and with stupidity was to lose the battle before it
had begun. Fitzgerald, recalling the radical enthusiasm of 1919,
lightheartedly portrayed his contempories in 1931, “rummaging
around in our trunks wondering where in hell we left the liberty
cap—T know I had it—and the moujik blouse.” But by the
summer of 1932, Fitzgerald himself, remote from Long Island
and Deauville, was reading Marx and writing, “To bring on the
revolution, it may be necessary to work inside the communist
party.” 2

Younger people in particular resented the prospect of being
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cast adrift in a world they never made. “To us,” wrote Eric
Sevareid of the University of Minnesota, “it was all a mess. We
refused to accept it as inevitable, untouchable. Men were not,
regardless of all the determinists, the helpless victims; of un-
controllable forces. . . . Men could take hold of the system and
direct it.”® Many, young and old, began to dream \of the
possibility of a new turning in history which would aboljsh un-
employment and distress and assure mankind the decent life for
which it yearned. \

11

There was no older American dream. In the millennial hope
had brought so many to the new continent. It had helped create
the passion for independence. In the early nineteenth century,
it had sprinkled the country with Utopian communities. In the
"eighties it had produced the vision of the co-operative common-
wealth. By the 1930’s radicals had been singing for a generation
of how fair the world would seem,

“When each man can live his life secure and free;
When the earth is owned by Labour

And there’ll be joy and peace for all,

In the Commonwealth of Toil that is to be.”

Now depression was offering radicalism its long awaited chance.
And, at this moment of opportunity, the Socialist party seemed
in some respects the first claimant for the support of the dis-
inherited. It was the strongest of the radical parties. It had an
established name and an experienced leadership. In some
localities it had a traditional voting strength. While it had
wilted under prosperity, polling fewer votes in 1928 than in any
presidential election since 19oo, it had still done five times as
well that year as the Communists.

Its very age and dignity conferred disadvantages. The men
in control of the party machinery—a group of New York
Socialists, largely European born, headed by Morris Hillquit—
had fought for too many years along accustomed lines. Yet,
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despite the Old Guard, changes had come. In 1928, when the
party nominated Norman Thomas for President, it even
eliminated the affirmation of the “class struggle” as a condition
for membership. Thomas, a product of the Social Gospel,
deeply influenced by Walter Rauschenbusch, had forsaken the
Presbyterian pulpit for Socialist politics. He brought a liberating
impulse into the party; and his unexpectedly good run in the
New York City mayoralty election of 1929, coming a few days
after the stock-market crash, seemed to open the hope of a
Socialist resurgence. But when it was proposed that Socialists
take the initiative in persuading trade unions to join in setting
up something like the British Labour party, Hillquit made the
characteristic reply : “Why should we go out of our way to seek
them out? Let them come to us.” *

The Thomas group, essentially non-Marxist, middle class,
college-educated, wanted closer relations with labour and with
organisations like the League for Independent Political Action.
As the depression deepened, a new faction arose, the Militants,
led by Paul Blanshard and others, demanding that the party
revive the class struggle and work for the achievement of
socialism “in our lifetime.” The Militants also wanted a more
sympathetic attitude towards the Soviet Union. But Hillquit
and the Old Guard beat off the factional challenges and retained
an uneasy control.

Paralysed by internal squabbles, the Socialist party did not
take effective advantage of the depression. Where the Com-
munists courted the unemployed by mass meetings and riots,
the Old Guard Socialists shrank from provocative methods. The
party concentrated instead on research, education, and per-
suasion. In Thomas it had an unusually attractive and vigorous
orator; but, while Thomas dared fearlessly to affirm labour’s
right to organise under the eyes of the company police, his most
successful appeal was not to workers but to middle-class
audiences in the colleges and the churches. Between 1928 and
1932 the Socialist party hardly more than doubled its tiny
membership—from about 7,000 to 15,000.°

In votes, the Socialist party continued to hold by far the
largest following among the Marxist parties. But the Socialist
appeal lacked qualitative intensity. It might be all right for
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ministers and social workers; but many intellectuals disdained
this mixture of the Social Gospel, the scholastic orthodoxy of
the Old Guard, and the “sewer socialism” of Milwaukee,
Reading, and Bridgeport. Radicals liked to quote Trotsky’s
supposed remark about the Socialists as a party of dentists.
The crisis called for more, as Granville Hicks put it, thay hope-
ful reasonableness. “I should think,” wrote John Dos Passos,
“that becoming a socialist right now would have just the same
effect on anybody as drinking a bottle of near-beer.” ¢

m

Socialism, in short, had been contaminated too; it had become
something indistinguishable from social reform. And reform.
many people began to feel in 1931, was not enough. In’that
year Lincoln Steffens published his Autobiography. The veteran
reporter was now sixty-five years old. No American of the time
seemed to have known so many famous people, asked so many
searching questions, covered so many crises, or written so vividly
about so much of the twentieth century. And no American
had so tirelessly assayed the possibilities of liberalism. Steffens’s
life appeared to sum up a generation of the reformist hope.

When a bishop once challenged Steffens to explain the source
of evil, he had replied that some people blamed Adam; Adam
blamed Eve; Eve blamed the serpent, “and that’s where you
clergy have stuck ever since. You blame that serpent, Satan.
Now I come and I am trying to show you that it was, it is, the
apple.” This, as he saw it, was the heart of the matter. The
failure of the muck-rakers taught him that so long as private
property kept its power, government had to be a system of
bribery; corruption became “the very essence of the life of a
state.” Because reform aimed to change everything except this
essence, it was futile. By 1912 Steffens decided that “nothing
but revolution could change the system.”

In the second and third decades of the century he became a
camp follower of revolutions, first in Mexico, then Russia, then
Italy. He knew Carranza and Lenin and Mussolini, as he had
known T.R. and La Follette and Wilson; and he found that he
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preferred the frank dictators to the democratic demagogues, as
he had preferred the ward boss to the goo-goo. The Bullitt
mission and Versailles completed his disillusion with democratic
statesmanship; Italy in the *twenties gave him a new sense of the
totalitarian virtues. Liberty? Yes, Lenin had abolished it; so
had Mussolini; but so had Wilson and Lloyd George in the
emergency of war. “Don’t we always abolish liberty when we
are afraid or in trouble? Isn’t liberty a psychological matter?
Isn’t it something that depends, not upon laws and constitu-
tions, but upon our state of mind? Isn’t liberty a measure of
our sense of sccurity and nothing else? Like democracy, like
peace, liberty has to be founded in economic arrangements that
abolish fear.”

In the end, he concluded, the solution was to do what only
the Communists had done: destroy the source of corruption by
taking over the system of business which, in private hands, bred
graft, thievery, and war. Russia had shown the way; but even
in America, while the preparation for the future was not so
purposeful, the trend was evident. America was moving, he
wrote, unconsciously but “with mighty momentum” on a course
that seemed likely to carry it to an ultimate meeting-place with
the Soviet Union.’

The response to the Autobiography was tremendous. Steffens
was “the total American to date,” said the New Era prophet
Garet Garrett; and, in telling the story of his life, he was only
making audible “the mind and conscience of a race.” John
Reed, the American Communist, had observed fifteen years
before that being with Steffens was like watching flashes of clear
light. Now, in the most striking of his flashes, Steffens seemed
to be offering, as Newton Arvin said in the Nation, “the obituary
of American reformism.” ®

The new generation, in particular, found in the book the
quality of revelation. Thousands of letters poured into Steffens’s
cottage at Carmel, California. And Steffens, heartened by the
response, pressed home what he felt to be the lesson of his life.
The Russians, he would say with smiling confidence, had made
“the great turning”; nobody else in the world had anything
basic or real to propose. At a San Francisco meeting, he said
that the Russian Revolution was the work of less than fifteen
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thousand people; pausing dramatically, he added: “Well, there
are nearly fifteen thousand people in this hall.” The old
scepticism had disappeared. He had no more questions to ask.
The long quest was over. “All roads in our day,” he concluded,
“lead to Moscow.” ® r

v \\

\

The following year an influential book by a much yox‘mger
man generalised Steffens’s indictment. Its title made the essential
point—Farewell to Reform: Being a History of the Rise, Life
and Decay of the Progressive Mind In America. Its author,
John Chamberlain, twenty-nine years old, seven years out of
Yale, expressed the new generation’s impatience with the prag-
matic heritage. The book offered a lively picture of the' pro-
gressive heroes—T.R., Wilson, La Follette, Croly. But, in
Chamberlain’s view, their whole effort was a study in futility;
pragmatic liberalism just could not stand the gaff. Harold
Stearns had been right in isolating “the technique of liberal
failure.” Reliance on reform, said Chamberlain, could only pre-
pare “the ground for an American Fascism.” “The situation,
looked upon with intelligence and considered as a long-range
proposition,” he concluded, “can lead to but one of two per-
sonal conclusions: it can make one either a cynic or a revolu-
tionist.” *°

Steffens and Chamberlain had prepared the way: what was
needed now was a persuasive account of the world beyond the
revolution. This came early in 1933 with the American publica-
tion of John Strachey’s The Coming Struggle for Power. Here
at last a single work, wide in its sweep, relentless in its logic,
compelling in its faith, told the whole story. For a generation
of British Socialists Strachey’s book had come, in the words of
Richard Crossman, as “a blinding illumination”; and for many
disturbed Americans its impact was no less strong. Depression,
as Strachey saw it, was the result of the betrayal of history by
capitalism. “There is literally nothing,” said Strachey, “to pre-
vent the American people from producing and distributing from
tomorrow sufficient goods and services to secure for every one
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of them an ample and secure standard of life; or rather there
is nothing except the vile tangle of worn-out social relations.”
In the crisis, Communism offered “the one method by which
human civilisation can be maintained.” For Strachey, the Soviet
Union was capable of anything, even of “the indefinite postpone-
ment of death.” “To travel from the capitalist world into Soviet
territory,” he wrote, “is to pass from death to birth.” !

This millennial ecstasy was symptomatic. “If it be permissible
to speak of Jesus as the Christ of dream,” wrote one overwrought
American intellectual in 1931, “it is equally profound to speak
of Lenin as the Christ of reality.” The Russian Revolution
had opened a new era in the life of man—“death’s dominance
fading out of life’s new dawn, life flowing lustily through the
minds of men, in red exultation . . . the young red dawn .
the rebirth of life, creation crying to be born again.” The poet
Kenneth Patchen even sketched a new Mariolatry:

“In the Kremlin lamp of her eyes. . . .
With the lightning Beauty of Revolution. . . .
Comrades, the Red Woman!
She is dream’s image made real.
She is the timeless Bride of all our loving.'?

Was not Communism indeed “dream’s image made real”—
the dream of collectivism which had so enchanted the liberalism
of the "twenties? “The people will rule,” Dewey had said, “when
they have power, and they will have power in the degree they
own and control the lands, banks, the producing and distribut-
ing agencies of the nation. Ravings about Bolshevism, com-
munism, socialism are irrelevant to the axiomatic truth of this
statement.” '* Dewey, like Beard, might now back away from
the logic of his own analysis; like Beard, he might now criticise
Soviet Russia and reject the American Communists. But their
followers well knew the phenomenon of the “lost leader”; after
all, both Dewey and Beard had succumbed to the war fever in
1917. The young radicals had learned their lesson from Harold
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Stearns; they would not stop analysis just because the process
was becoming painful. They were tired of experiment, of
pragmatism, of piecemeal reform. They wanted change, and
they wanted certitude.

And little in what they had learned from Dewey, Beard, and
Veblen equipped them to resist the Soviet Union. Dewey\, Beard,
and, no doubt, Veblen cared deeply about individual freedom
(though if Veblen did, he never wrote much about it); B\ut this
faith in freedom was more a personal conviction than an organic
part of their political thought. They had made an implicit
assumption of freedom when what they needed was an explicit
theory of the conditions which made freedom possible. Their
writings about the planned economy, for example, never
explained realistically how political opposition was to be main-
tained against an all-powerful state. When Dewey and Beard
now criticised Russia, the criticism did not always seém to
emerge squarely from their own premises. The Soviet Union
continued to appear to some of their disciples as the exemplifica-
tion of their own planning thesis of the 'twenties.

The heritage of the Social Gospel reinforced this impression;
for the Social Gospel, in its long preoccupation with the fact
that freedom in capitalist society often produced injustice, left
too little room for liberty as a value requiring specific protec-
tion of its own. Seeing freedom as a threat to individuality
rather than as the indispensable defence for the individual, the
devotees of the social passion were no more equipped than the
exponents of the planned economy to identify the perils of
Communism. In 1932 the Federal Council of Churches pro-
nounced the principle of competition as “nothing more than a
partly conventionalized embodiment of primeval selfishness.”
The “Christian ideal,” in contrast, demanded “hearty support
of a planned economic system.” ** The Council did not mention
Russia. But the World Tomorrow, the magazine of Protestant
radicalism, had noted as early as 1930 that the Communists
might soon discover, for all their atheism, that by establishing
a thorough-going collective life they were laying “the founda-
tions for a living Kingdom of God.” The significance of the
Soviet Union, said the Reverend Harry F. Ward in 1933, was
“that it gives the masses that which our liberals are so afraid of,
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that which life has not had since the break-up of the Middle
Ages—a central purpose.” “Russia seems so fast to be develop-
ing a real human brotherhood under the name of social justice,”
wrote the Reverend Lyman P. Powell, “that we Christian nations
may one day find ourselves obliged to learn anew at Russia’s
feet the deeper meaning of the social teachings of Jesus.” !

The image of Russia thus became an image of intelligent
planning and of unifying faith. Here at last was “a govern-
ment acting directly for public ends and not for the protection
of private interest” (Robert Morss Lovett). Here was “the only
nation in the world today that has vanquished unemployment”
(Maxwell S. Stewart). No doubt there was repression and con-
trol; but a nation at war, a social system in danger, inevitably
exercised censorship; had the Soviet Union “committed any
worse blunders than were committed by the United States
during the World War” (Edmund Wilson)?

“Those Rascals of Russia along with all their Cuckoo stuff,”
said Will Rogers, “have got some mighty good ideas. . . . Just
think of everybody in a Country going to work.” Lecturers dis-
cussed the Communist experiment before enthralled audiences.
Business-men, seeking new markets, began to agitate for recog-
nition of the Soviet régime. Ray Long, the editor of Hearst’s
Cosmopolitan, travelled to Moscow to sign up Russian writers
and féted Boris Pilnyak, president of the All-Russian Writers’
Union, at the Metropolitan Club in New York. William Allen
White called Russia “the most interesting place on the planet,”
and the Book-of-the-Month Club distributed New Russia’s
Primer, with its graphic contrast between planned Russia and
chaotic America. By 1931, as capitalism sank deeper in depres-
sion, Amtorg, the Soviet trading corporation in New York, was
receiving about 350 applications a day from Americans want-
ing jobs in the Soviet Union.'®

Vi

The Communist certitudes challenged the self-doubt, the
guilty conscience, the limited objectives of liberalism. .At
Columbia in these years many students read Strachey’s Coming

-
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Struggle along with Lippmann’s Preface to Morals. The con-
trast between Lippmann and Strachey, wrote James Wechsler,
looking back at his undergraduate days, was that of “the
solitary man futilely contemplating the spectacle of the West’s
decline arrayed against the man of the future.” And Marxism
supplied not only struggle and faith; it supplied, evdn more
important, understanding. “It was the supreme l¢gic of
Marxism,” recalled Stewart Alsop of his undergraduate days
at Yale, “which made everything in contemporary history so
luminously clear. . . . It [did] your thinking for you.”?"

The impression was spreading that the old progressivism was
played out. Edmund Wilson wrote early in 1931 in Herbert
Croly’s magazine that he could not see how people of Croly’s
general persuasion could still bet on liberalism. “If the American
radicals and progressives who repudiate the Marxist dogma and
the strategy of the Communist party hope to accomplish any-
thing valuable,” Wilson said, “they must take Communism
away from the Communists, and take it without ambiguities
or reservations, asserting empbhatically that their ultimate goal
is the ownership of the means of production by the govern-
ment.” For all its defects, Wilson later added, the Soviet Union
remained “the moral top of the world where the light never
really goes out.” '8

To some the middle class itself was beginning to seem obso-
lete. Leading novelists registered .the shift from older values.
Theodore Dreiser, the specialist in American tragedy, began to
discover a new hope in Communism. Sherwood Anderson, with
his conviction that “the desire for money and position poisons
all life,” believed, too, for a moment in 1932 that Communism
held the solution. “The world is in crisis,” said Waldo Frank,
“and there is no time to lose. The revolutionary tomorrow must
be prepared today. Otherwise, it may come too late—too late
to save mankind from the destruction of capitalistic war, and
(still worse) from the moral siphilis [sic] of capitalistic peace.”
Dos Passos, completing his trilogy U.S.A., summed up his
impression of American society in the title of his last volume
The Big Money. With the middle class in moral decay, the
future, as Wilson said, lay with the workers, with “young men
who start their careers as convinced and cool-headed revolu-
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tionists,” looking to Russia “as a model of what a state should
be” and seeking “a working-class dictatorship” for the United
States.?®

The next step was to regard art itself as a weapon in the
struggle. The Communist Michael Gold opened the controversy
with a violent attack on Thornton Wilder as the “prophet of
the genteel Christ.” Wilder’s penetrating moral fantasies, set
deceptively in other climes and ages, seemed to Gold the
culmination of the hypocrisy of the bourgeoisie. He quoted
Wilder with derision: “For there is a land of the living and a
land of the dead, and the bridge is love, the only survival, the
only meaning.” “And nobody works in a Ford plant,” Mike
Gold continued, “and nobody starves looking for work, and
there is nothing but Love in God’s ancient Peru, Italy, Greece,
if not in God’s capitalist America 1931!” Wilder’s glitter and
nostalgia were all an attempt to cover up the “billions wrung
from American workers and foreign peasants and coolies.” 2°

Archibald MacLeish, a lawyer turned poet, who had served
his time with the lost generation in France, emerged as the
chief defender of the old-fashioned theory that art was not a
weapon.

“A poem,” he had written in 1925, “should not mean / But
be.” Persisting in this faith, he abominated what he called “the
social cant”; there was, he said, too much sun on the lids of his
eyes to be listening. In a notable work of 1932, “Invocation to
the Social Muse,” MacLeish stated with precision the issue
between himself and Gold.

“Does the lady suggest we should writhe it out in The Word?
Does Madame recall our responsibilities? We are
Whores, Friiulein: poets, Fraulein, are persons of

Known vocation following troops: they must sleep with
Stragglers from either prince and of both views.
The rules permit them to further the business of neither.

It is also strictly forbidden to mix in maneuvers.
Those that infringe are inflated with praise on the plazas—
Their bones are resultantly afterwards found under news-

papers. . . .
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There is nothing worse for our trade than to be in style. . . .

I remind you, Barinya, the life of the poet is hard—
A hardy life with a boot as quick as a fiver:

Is it just to demand of us alse to bear arms?”

\
Gold replied by charging that “Hitler’s program, soméwhat
veiled in cauls and mysteries of the poetic womb,” could be
discerned in MacLeish’s “Frescoes for Mr. Rockefeller’s Cit))"’ 2
The controversy sputtered out, but the conscience of the times
was drifting towards Gold. Later in the decade it seemed as if
the new mood was almost converting MacLeish.

VvIiI

If the artist’s duty was not to portray the world but to change
it, then the artist’s goal must be to sharpen the worker’s own
understanding of the class struggle. A new school of “proletarian
literature” began to be erected on this theory. The first impulse
behind proletarian writing was doubtless a response to depres-
sion, a reaching out for new themes and techniques to replace
the supposedly exhausted forms of the "twenties and to express
the new emotions of poverty and despair. But the Communist
party was quick to provide the new movement with its march-
ing orders. As Mike Gold said, the Revolution, “in its secular
manifestations of strike, boycott, mass meeting, imprisonment,
sacrifice, agitation, martyrdom, organization,” was a theme
worthy of the “religious devotion” of the artist.??

The cult of proletarianism could not destroy all talent.
Robert Cantwell’'s The Land of Plenty, a novel of 1934, opened
with the failure of power in a lumber mill at night. The
darkened plant, where no one could move without danger from
the machines, with tension mounting among the workers and
distant cries of Yahoo! Yahoo! echoing through the black,
became for a moment a symbol for the stricken system. Dark-
ness was the book’s binding theme; at the end, after the brutal
smashing of the inevitable strike, the fleeing strike leaders, at

-
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last aware of the dimensions of the struggle, sit helplessly in the
brush by the beach, “waiting for the darkness to come like a
friend and set them free.” 23
But Communist literary dictation reduced most of the novels
to a recipe: aching oppression, intolerable provocation, the
strike (“not like love, cloying, fearful, heartrending; it was
fresh, clear, like cold air in her lungs, it was overwhelming,
pitiless, like the triumphant march of an unvanquished army,
like the rise to crescendo of drums and bagpipes; it was vast, it
was as dazzlingly bright as the pain had been dark, it was the
one word: STRIKE”), the workers’ solidarity, the strike leaders
coming to see that their local fight was part of a world-wide
class struggle, the hard, selfless, far-seeing Communists, and the
final dedication to the time when “all the people would come
out of the factories, singing in the streets.” 24
In a time of crisis, the very ruthlessness of the Communist
formula carried an appeal. No doubt, toughness and intransi-
gence were distasteful. Yet was not one’s very recoil from hard-
ness a sign of bourgeois weakness? ““God knows it makes my
heart sick at times,” a friend wrote to Granville Hicks in the
summer of 1932; “from one angle, it seems nothing but grime
and stink and sweat and obscene noises and the language of
the beast. But surely this is what history is. It just is not made
by gentlemen and scholars, and ‘made’ only in the bad sense
by the Norman Thomases and the Devere Allens and the John
Deweys. Lenin must have been (from a conceivable point of
view) a dreadful man; so must . . . all the others who have
destroyed and built up. So will our contemporaries in the
American movement be.”
Some intellectuals thus were at once drawn and repelled by
»Communism; and even what repelled them eased their bad
consciences. “Let’s salvage as much as we can of the rather
abstract things we care for,” said Hicks’s friend, “but golly,
let’s realize that there are far more basic and primitive things
that have to be taken care of first (as long as men are starving
and exploited), and do absolutely nothing, at any moment, to
impede the work of the men who are fighting what is really our
battle for us.” 2*
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Vi

The American Communist leaders in 1930 were the survivors
of the series of sanguinary feuds that had been going oh since
the founding of the party in 1919. It was not indeed untjl 1923
that the American party achieved even the semblance of\unity.
As Moscow gradually consolidated its control in the nextyears,
the American comrades found themselves increasingly involved
in the struggles around the grave of Lenin. American leaders,
attaching themselves to Stalin, Trotsky, Bukharin, or Zinoviev,
rose and set in the reflected light of their Russian models. With
the fall of Trotsky, James P. Cannon and Max Shachtman
dropped out of the American constellation; with the fall of
Bukharin went Jay Lovestone and Ben Gitlow. There remained
in 1930 as the general secretary of the party a soft-spoken and
tractable Kansan named Earl Browder, and, as the party’s grand
old man, the veteran labour organiser William Z. Foster.

Foster, who was fifty years old in 1931, had a notable past in
the history of American labour. He had been active twenty
years before in the LW.W.; he had been for a time a leading
American exponent of French doctrines of anarcho-syndicalism;
and he had led the great steel strike in 1919. Indced, he had
kept his party membership secret for a period lest it handicap
his work in the labour movement. By the middle "twenties,
however, he came into the open, and in 1928 he became the
party’s presidential nominee. In the intra-party battles he had
affiliated himself with the Stalinist faction, and he had reason
for the highest anticipation when Stalin decided to reconstruct
the American party in 1929. But the andrcho-syndicalist fervour
with which he had conducted factional fights apparently raised
suspicions in Moscow. To Foster’s discomfiture, the incon-
spicuous but faithful Browder received the post of party leader.

But Foster remained the best-known party spokesman. In
1930 a committee of the House of Representatives, under the
chairmanship of Hamilton Fish of New York, set out to investi-
gate Communist activities. Fish, who twenty years before had
been captain of the Harvard football team for which John Reed
was cheer-leader, summoned Foster as a leading witness. It was
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a striking contrast—the arrogant Hudson River aristocrat and
the blue-eyed worker, with his nervous mouth, his long bony
jaw, and his Irish charm.

“The workers in this country look upon the Soviet Union
as their country, is that right?” demanded Fish. - “The more
advanced workers do.” “Look upon the Soviet Union as their
country?” “Yes.” “They look upon the Soviet flag as their
flag?” “The workers of this country,” replied Foster, “have only
one flag, and that is the red flag.” Fish went on: “If they had
to choose between the red flag and the American flag, I take it
from you that you would choose the red flag; is that correct?”
Said Foster: “I have stated my answer.” What about socialism?
“The socialist,” said Foster, “is a fascist.”

Watching the show, Edmund Wilson could not help being
impressed. The Communists obviously had the great advantage
of knowing exactly what they wanted and how they proposed
to get it. This uncompromising quality, Wilson suggested, gave
them “a kind of strength which perhaps no other group in
America, conservative or radical, possessed.” There might be
real reason, after all, for Fish’s fear of them: “they are people
who are willing to die for a religion.” ¢

Foster tried to communicate the same sense of absolute deter-
mination, without sentimentality or subterfuge, in his book of
1932, Toward Soviet America. The only escape for the workers,
he wrote, was “the revolutionary way.” Lest his meaning be
mistaken, Foster took care to add that by “abolition” of
capitalism, he meant “its overthrow in open struggle” by “the
revolutionary proletariat in arms.” The proletarian dictatorship
would then organise the United Soviet States of America.
“Under the dictatorship,” Foster added coldly, “all the capitalist
parties—Republican, Democratic, Progressive, Socialist, etc.—
will be liquidated.” **

IX
In this spirit, the party set out to take advantage of the

depression. Party organisers, hatless young men in imitation
leather jackets, went to the factories and to the bread-lines.



228 THE VALLEY OF DARKNESS

Some even ventured, with considerable personal courage, into
the semi-feudal counties of rural America—into the coal-fields
of Pennsylvania, into Williamson and Franklin Counties in
Illinois, into Harlan County, Kentucky (where a miner told
John Dos Passos in the autumn of 1931r: “By God, if th&y won’t
let us march under the American flag, we’ll march ugder the
red flag,” and where Louis Stark described the situation to the
New York Times as ripe for “revolution and a seizure\ of the
reins of government”).?® \\\

They directed their most spectacular efforts at the jobless.
Unemployed Councils, set up by the Communist party, agitated,
often to good effect, for better conditions in relief centres, for
the stopping of eviction, for unemployment insurance. The
party workers made a lot of noise, and they won credit for
much that could more soberly be ascribed to conditions than
to agitation. From the towns and cities they tried to move on
to the nation. In December 1931 they staged a National
Hunger March on Washington. Singing “The Red Flag” and
“Solidarity Forever”, a bedraggled procession shuffled through
the winter sunlight of early December, carrying angry banners:
IN THE LAST WAR WE FOUGHT FOR THE BOSSES:
IN THE NEXT WAR WELL FIGHT FOR THE
WORKERS. On the ramps leading to the central portico of
the Capitol the marchers met policemen, standing silently with
rifles, riot guns, and shiny new tear-gas pistols; in the stone-
work above the steps were machine-gun nests. A few days later,
the national secretary of the Unemployed Councils told a Senate
committee: “We intend to go forward on a struggle to organise
the unemployed, to make them fight upon the streets of the
cities.”?®

The incessant activity had some effect. Charles Rumford
Walker heard a talk on the Soviet Union at a meeting of un-
employed workers in Detroit. A little man behind him shouted:
“They’ve got a better system than we’ve got.” “Are you a Com-
munist?” Walker asked. “Hell, no,” the man replied, “I'm a
Roman Catholic; how can I be a Communist? But they’ve got
a better system than we’ve got. . . . Work?” he added. “I've
been out fifteen months. I've got four children, and I'll fight
before I'll see ’em starve.” *° Yet these were exceptions. The bulk
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of people who shouted at Communist-staged demonstrations
knew nothing about Communism; and very little rubbed off on
them. “There have been sporadic uprisings in a number of our
cities in the past six months,” Ed McGrady of the AF. of L.
told a Senate committee in the spring of 1932, “and in almost
every case they passed it off or tossed it aside by saying that it
was led by Communists. There may have been Communists in
those uprisings, but as a matter of fact the great bulk of
those people know nothing about Communism. They wanted
bread.” *!

Communism had a less enduring impact on the unemployed
than it had on the conscience-stricken fugitives from the intellec-
tual and professional classes. Yet even these, in joining the
movement, were not, on the whole, making a deliberate choice
between the Soviet Union and the United States, or even between
free society and totalitarianism. They were responding, rather,
to complex emotions of guilt and aspiration. As Whittaker
Chambers described it, the power of Communism lay in the fact
that it offered “what nothing else in the dying world had power
to offer at the same intensity—faith and a vision.” It demanded
“those things which have always stirred what is best in men—
courage, poverty, selfssacrifice, discipline, intelligence, my life,
and, at need, my death.”*?

Some joined the party because they craved a faith; the party
consecrated them to a living religion. Some sought power; the
party promised them the future. Some were idealists; the party
offered them a crusade. Some had a grudge against society; the
party transformed the grudge into a philosophy. Some were
lonely; the party gave them friends. Some were afraid; the party
guaranteed them victory. “I was on the side of history,” wrote
J. B. Matthews, “where I could look across and view with
sincere pity the floundering liberals and the obstructing
capitalists. History would crush them like a juggernaut.”

Capitalism, they believed, meant poverty and unemployment;
Communism meant jobs and security. Capitalism meant
imperialism and war; Communism meant freedom and peace.
Capitalism was the past in the last stages of decay; Communism
the hope that men could rebuild their lives according to their
own design—that they could change the world. “Intoxication
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with a feeling of power,” J. B. Matthews called it. Others experi-
enced it more impersonally as contact less with power than with
history. John Dos Passos, sitting in 1932 in the crowded Madison
Square Garden, heard the chairman of a Communist meeting
announce that the German comrades had won two millign votes
in the election. He felt within him, as he wrotg, that
“tremendous intoxication with history that is the great athieve-
ment of Communist solidarity.” ** \

In the end, Communism became for some the whole o\f life,
chargmg every moment with urgency and purpose. The long-
time party member lost all other motivation. “The Party,” said
Ben Gitlow, “winds him up and keeps him going.” “I should
rather die than give up my active work with the Party,” cried
Mother Bloor “—to give it up would be death. I have been so
much a part of the Party that I cannot conceive of living in any
sense without it.” And for most of these the harsh party
discipline, far from an obstacle, was an indispensable part of the
appeal—the outward symbol of the inner passion.**

But Communism became the whole of life for very few
Americans. In 1930 the party claimed only 6,000 members; by
1932, after two years of furious agitation in the midst of
economic collapse, only a meagre 12,000.** Many more signed
membership cards in these years; but most passed through the
party as through a revolving door, finding the discipline unbear-
able, the dialectic meaningless, and the vocabulary incompre-
hensible. Some left the party for the same reason they entered
it—because they cared deeply about democracy and freedom.
The Communist vision had been enticing; but the facts, even
after three years of capitalist decay, remained dull—a clique of
dreary fanatics and seedy functionaries, talking to themselves in
an unintelligible idiom, ignored by the working class, dedicating
their main efforts to witch-hunts against liberals and Socialists.
The party was sodden, contentious, bureaucratic, and feeble.

A sense of wasted opportunity hung over all. The Party
Qrganiser spent issuc after issue brooding over the defects in
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organising methods. Moscow issued periodic bulls castigating
the American party. Yet somehow Communism would not click
in the American scene. Lauren Gilfillan, going to “pit college”
in a Pennsylvania mining town, found ample evidence of Com-
munist activity; but, in a moment of stress, a young miner, the
unit treasurer of the Young Communist League, told her: “Oh,
to hell with Communism! They're a lot of stupid lummoxes.
Real miners ain’t Communists. The Communists’ve allus been in
Avelonia and they allus will be. They just make a lotta noise.”
An economist, informed that the son of a prominent banker had
become a Communist, replied that he would be more impressed
if the son of a prominent worker had become a Communist.
Perhaps the columnist, and Socialist, Heywood Broun—another
of John Reed’s class-mates—best expressed the average reaction.
“The club is against God because He doesn’t exist,” said Broun,
“and against Norman Thomas because he does. The whole
movement leaves me a little wistful. Not even Princeton itself
has produced so many sophomores as the Communist Party.” ¢

There remained a significance in the Communist vogue. The
intellectuals, like the canaries that miners used to carry with
them in the shafts, could feel danger from afar. “Antennz of
the race,” Ezra Pound called them. If the pragmatic liberals
were to fail, Communism would infallibly draw more and more
men behind it on the fatal journey.



CHAPTER XXV

CLIMAX IN WASHINGTON

I

Hereerr Hoovir had brought with him in 1929 sizeable
majorities in both houses of the Congress. The Republicans
had 17 more senators than the Democrats in the 715t Congress
and 100 more representatives. But in the congressional ele¢tion
of 1930 the Democrats took the House, gaining over 50 seats:
and the administration barely maintained a 48-47 plurality in
the Senate—a meaningless margin, since the single Independent,
Norris of Nebraska, and the minority bloc of progressive
Republicans opposed the Hoover policies. The Democrats also
did well in the states. Franklin D. Roosevelt won re-election
as governor of New York; and the success of public power
advocates in a series of state elections where private utilities were
key issues—in Pennsylvania, where Gifford Pinchot became
governor, in Wisconsin, which brought in old Bob La Follette’s
younger son, Phil, in Oregon, in Washington, in Connecticut,
in Maine, in Alabama—suggested a gathering revolt against
business leadership. The 72nd Congress, when it convened in
December 1931, faced a rising national demand for action.

Few of its members, though, were ready to meet the demand
with constructive ideas. In the Senate only one man had shown
a consistent preoccupation with the business cycle, the labour
movement, and other issues of industrial society. This was
Robert F. Wagner of New York. Remote now from his
immigrant origins, save for a love of partridge smothered in
sauerkraut and a taste for Wagnerian opera, Wagner in his
middle fifties was the best-dressed man in the Senate. He was
tprosy on the floor and earnest in the hearing-room; but his

232
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persistence had impact; and from his arrival in Washington in
1927 he had talked steadily about government’s réle in stablising
the economy.

Depression gave this concern a new urgency. Unemployment
seemed to him “a by-product of capitalism”; and any system
which permitted men to go cold and hungry while warehouses
bulged with clothes and food “must be radically wrong in some
particulars.” He was still sure that capitalism could be reformed,
but not by repeating old incantations about rugged individual-
ism. The only hope was federal action. By 1931 he was
advancing a programme of his own. His proposals started with
$2 billion for public works. He wanted in addition a Federal
Employment Stabilization Board for the advance planning of
public works, an effective federal employment service, a system
of collecting unemployment statistics, and a federal system of
unemployment insurance.

But he could hardly have conceived measures more objection-
able to Hoover. They cost too much money and gave too much
power to government. The President accordingly vetoed
Wagner’s public works programme, emasculated the Stabiliza-
tion Board, vetoed the employment service (it would have been,
Hoover gravely said, “a serious blow to labour”), and declined
to request adequate appropriations for unemployment statistics.
As for unemployment insurance, this measure even in the third
winter of the depression seemed too radical for congressional
consideration.!

Wagner’s effort in the stabilisation field were paralleled by
those of Robert M. La Follette, Junior, of Wisconsin in the field
of relief. La Follette, who had succeeded to his father’s seat in
1925 at the age of thirty, was square and stocky, with round face
and black hair parted down the middle; he was a thoughtful
student of economic affairs, a collected speaker, and a skilled
parliamentarian. If he lacked his father’s majestic vehemence,
he still struck home almost as effectively with cool, sober, almost
metallic understatement. And in Senator Edward P. Costigan
of Colorado, La Follette found the ideal partner with whom to
investigate the relief situation. Twenty years older than La
Follette, born to wealth, a Harvard graduate, Costigan had come
to the Senate in 1930. He was an arresting figure, with his
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hatchet face and his leathery skin, casual in manner, imperturb-
able and cutting in debate. During the relief hearings of the
Committee on Manufactures, La Follette’s intelligent persistence
alternated murderously with Costigan’s fast, sardonic incredulity.

A survey of municipal officials and social workers in 1L3x con-
vinced La Follette and Costigan that local relief could n longer
do the job. “Nothing short of Federal assistance,” said CEstigan,
“early provided and efficiently and constructively extended, can
possibly satisfy the conscience and heart and safeguard the good
name of America.” In February 1932 the two men proposed a
bill calling for a modest federal grant of §375 million to states
for relief purposes. The Hoover administration succeeded in beat-
ing the first La Follette-Costigan measure. But La Follette and
Costigan kept up their relief fight through the spring: and, in
the same session, the battle expanded on the public works front,
with Senators Wagner, Hugo Black of Alabama, and Brenson
Cutting of New Mexico offering programmes ranging from one
to five billion dollars in magnitude.?

There was much talent in Senate opposition. Mr. Justice
Brandeis noted that it was “very ably led and has proved very
effective.” He named Norris, La Follette, Black, and Borah and
might have added Wagner, Cutting, Costigan, Hiram Johnson,
Wheeler, and Gerald Nye. But, while the group could stir issues,
it could rarely carry them. Much of the time it was not a group
at all, but a congeries of righteous men, each proceeding to his
own objective along his own path. All their efforts could not
force powers on the administration which Hoover did not want,
nor overcome instinctive congressional repugnance towards
enlarging the réle of the federal government or increasing the
national debt. Many members of Congress seemed to doubt
whether Congress could do anything in the crisis. Senator Gore
of Oklahoma probably spoke a general sentiment when he said
dourly in 1931 that you could no more relieve depression by laws
“than you can pass a resolution to prevent disease. This in an
economic disease. You might just as well try to prevent the
human race from having a disease as to prevent economic grief
of this sort.” 3
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The situation in the House of Representatives was even more
confused. That swirling body, bearing a fresh mandate from the
people after 1930, contained men of all views. But its dominant
figure, especially when he became Speaker in the 72nd Congress,
was John Nance Garner. With his bright, ruddy face, short-
cropped white hair, cold blue eyes, and tight small mouth,
Garner presented at once the appearance of an infinitely experi-
enced sage and of a newborn baby. Through persistence,
through seniority, above all, through unlimited parliamentary
astuteness, he had risen steadily to the leadership of the House
Democrats. Now he had before him an unparalleled oppor-
tunity to make a national impression.

Garner was born in Red River County, Texas, in 1868. Fear-
ing tuberculosis as a young man, he moved in 1893 to the little
town of Uvalde, reputed in Tcxas to have the driest climate
between Clarksville and the setting sun. In a decade he had
become a leading citizen of Uvalde, a property owner on the
way to his first fifty thousand dollars, and a member of the Texas
legislature. As chairman of the committee on re-districting,
Garner soon brought in a bill to provide himself with a con-
gressional district; and in 1903 he arrived in Washington.

He was accompanied by his hard-working wife, who served as
his secretary through most of his career. They lived a quiet life
in respectable boarding-houses around Capitol Hill, rising at six,
breakfasting on lamb chops and fruit, working hard during the
day, visiting perhaps in the early evening other congres-
sional families, retiring regularly at nine. On warm spring after-
noons he sometimes took the streetcar out to the zoo to feed the
elephants and monkeys; and on occasional evenings he relaxed
around the card-table, with the click of poker chips, the
fragrance of cigars, the sips of bourbon and branch water. It
was an old-fashioned life, self-respecting and self-contained. To
the end Garner always remained “Mr. Garner” to his wife and
son.

Garner made few speeches and offered few bills in the House,
though he fought hard for the graduated income tax and for
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the Federal Reserve Act. Yet his combination of wiliness and
integrity commanded the confidence of politicians. By the time
of the First World War, he was recognised as a leading House
Democrat. When Claude Kitchin’s opposition to the war dis-
qualified him as administration leader, Wilson made Gafner his
confidential representative in the House.

Garner maintained his equable course through the ’twenties.
He was now the richest man in Uvalde, the owner of |banks,
stores, residences, farms, and ranches, of pecan orchards a id bee-
hives, of sheep, cattle, and mohair goats. In Washington he
lived the agreeable life of a political pro, trading public gibes
and private drinks with his opposite number and good friend,
Nicholas Longworth of Ohio, the Republican Speaker. At the
end of the day, Democratic members liked to gather in Garner’s
office to outline party strategy and to strike a blow for liberty.

In his politics Garner remained stoutly Jeffersonian. “The
great trouble today,” he said as late as 1931, “is that we have too
many laws. I believe that primarily a government has but two
functions—to protect the lives and property rights of citizens.
When it goes further than that it becomes a burden.” But he
was also Jeffersonian in his hostility towards big finance—a
hostility strengthened by a country banker’s natural hatred of
Wall Street. In this spirit, he assailed the domination of govern-
ment by business, led the fight against Mellon’s tax reduction
programme, denounced the private utilities and supported
government operation of Muscle Shoals. He also opposed the
Ku-Klux-Klan in Texas and secured House endorsement for the
Norris lame-duck amendment.

He finally became the official Democratic leader in the 71st
Congress. While he voted against the Smoot-Hawley bill, he
saw to it that the goat’s-hair and Bermuda onions from the
Fifteenth District of Texas received their due protection.
(Cordell Hull, the Tennessee free trader, believed that Garner
was “at heart as much a high-tariff man as Smoot or Hawley.”)
Essentially Garner, with his collection of Jeffersonian maxims,
was baffled by the depression. When he was elected Speaker in
the 72nd Congress, he vacillated between co-operation and
obstruction in his attitude towards the administration. Yet,
whatever he did, he generally carried his well-disciplined
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followers with him. “This isn’t a session of Congress,” the pro-
gressive Republican from New York City, Fiorello H. La
Guardia, said one day; “this is a kissing bee.” Some began to
see Garner as a presidential possibility; perhaps a Texas Coolidge
was what the nation needed. Soon Washington newspaper-men
were inventing names for him far more colourful than anything
anyone had ever called him at home—*“Cactus Jack” or “Chap-
arral Jack” or even the “Texas Tiger”.

In February 1932 Garner formed a Democratic Economy
Committee, charged with doing everything possible to balance
the budget, including even the enactment of a sales tax. But
this proposal went too far, and Democrats began to defy their
leader. Reluctantly Garner threw himself into the fight.
Applauded by conservative Democrats, like Representative Lewis
W. Douglas of Arizona, Garner left the Speaker’s chair, walked
to the well of the House, and made a dramatic appeal for the
sales tax. In his climax, he asked every member of the House
who would pledge himself to a balanced budget to rise in his
seat. Nearly the whole House stood, in a moment of revivalist
fervour. But the spell could not last. Under La Guardia’s fiery
lcadership, the sales tax was knocked out of the bill. For a
moment Garner’s prestige was in jeopardy. Still rarely at a
political loss, the Speaker now tried the opposite tack. Only
a few weeks after his budget-balancing exhortation, he coolly
sponsored a new bill, this one an omnibus public works measure,
calling for about $2.5 billion of federal spending.®

Garner’s turnabout on the budget suggested the depths of
intellectual confusion among the parties. “The issues between
them,” wrote Senator Reed of Pennsylvania in 1931, “are very
faint at the moment.” There was a meaningful division within
each party between the budget balancers and the expansionists;
but their debates only led the men in the middle, like Garner,
to see-saw back and forth from one to the other. The world of
politics, said Anne O’Hare McCormick of the New York Times,
was lost in its own fog. Capitol Hill had become a place “where
everything is expressed and nothing is felt, a place where all
the emotions are vicarious emotions, a place where all thoughts
are clichés.” *
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I

The American system remained ecssentially a presidential
system: in the end, all things came to the man in the White
House. “His is the vital place of action in the system, whether
he accept it or not,” Woodrow Wilson once wrote, “and\ the
office is the measure of the man—of his wisdom as well as of his
force.” And Herbert Hoover, as President, had far more defihite
ideas than most members of Congress about the cause and the
cure of the economic crisis.

The depression was caused, Hoover said repeatedly in 1929
and 1930, by uncontrolled speculation in the securities market
leading to an “inevitable crash.” Still, if the crash was inevitable,
the securities speculation, in Hoover’s view, was not. It had
been a gratuitous indulgence by an economy of whose “funda-
mental correctness” Hoover remained as convinced as on the
day of his acceptance address in 1928. If the system of produc-
tion and distribution was sound, then there was obvionsly no
point in basic reform. The need, as he first saw it, was simply
to seal off the rest of the economy from the shock effects of the
Wall Street crash. The problem was, not to reorganise a defective
structure, but to protect a healthy one.®

Hence his programme of 1929: the support of purchasing
power through attempts to peg wage rates and farm prices; the
stimulus of credit through Federal Reserve open-market opera-
tions and the reduction of the discount rate; and, most important
of all, the expansion of private and public construction. This,
the President said, was the “greatest tool which our economic
system affords for the establishment of stability”; and he placed
the responsibility for its use on government at all levels, as well
as on private industry. Appealing in late 1929 to governors to
increase state programmes, Hoover pledged that “the Federal
Government will exert itself to the utmost within its own
province.” 7

For months the verbal encouragement of public works
remained Hoover’s chief weapon. In January 1930 he said that
total construction spending for the year would be larger than in
the boom year of 1929. In May he said that the acceleration of



CLIMAX IN WASHINGTON 239

the construction programme had been “successful beyond our
hopes.” But, while the President and other officials were making
their cheerful forecasts, private outlays for construction actually
fell off in 1930 by over $2 billion, and public outlays rose by a
bare $400 million. In 1931 private outlays declined another $2
billion; by 1932 they were down almost to one-quarter of what
they had been in 1926. And, while the federal contribution to
construction expenditures steadily increased, reaching half a
billion dollars in 1932, the total of public construction steadily
declined, as state and local governments ran out of money. In
1932 total public construction was nearly a billion dollars less
than it had been in 1930.%

There were several reasons for the collapse of the public works
effort. Despite all the talk about the “construction reserve” ever
since the Unemployment Conference of 1922, nothing had been
done, in Hoover’s Department of Commerce or elsewhere, to
establish a reserve fund or to work out a shelf of projects. Nor
was there now the executive energy in the administration to
push a public works programme through. Mellon had always
scoffed at the idea, and Hoover himself became at crucial
moments a victim of his own optimism. In June 1930 a delega-
tion headed by Dr. John A. Ryan of the National Catholic
Welfare Council and Amos Pinchot urged on the President
immediate expansion of federal public works. Hoover, listening
with the exasperation of a man who knew the situation far
better than his visitors, told the group that the interview was
unnecessary. The tide had turned. Unemployment was declin-
ing. Business was expanding its activities. The government had
the situation fully under control. Public works? “Gentlemen,”
the President said, “you have come sixty days too late. The
depression is over.” °

v

Most important, the public works theory was fighting a losing
battle in Hoover's mind against his mounting concern for the
budget. For a time, this internal debate led to 2 dizzying alter-
nation between presidential statements calling for more public
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works and presidential statements warning against more public
expenditures. But as national income continued to sink through
1930, so did tax collections. Though the Treasury could still
report a surplus of nearly $200 million for 1930, it was evident
that the nation was headed for a deficit in 1931. As the deficit
came nearer, Hoover became increasingly preoccupied with what
he actually defined as “the primary duty of the Goverament,
that is, to hold expenditures within our income.” More and
more, the growing federal debt seemed the primary thr at 1o
recovery. “For the Government to finance by bond issues,”
Hover declared in December 1930, “deprives industry and agri-
culture of just that much capital for its own use and for employ-
ment. Prosperity cannot be restored by raids upon the public
Treasury.”

Tax revenues continued to fall in 1931; and the federal deficit
that year was almost a billion dollars—the largest peace-time
deficit in American history. With national income still going
down, the prospect for 1932 was even more dismal; the deficit
might well end up three times as great. Hoover now redoubled
his efforts. He demanded the most rigid retrenchment in govern-
ment. He called for an increase in taxes. He denounced proposals
for public spending. “Nothing,” he said flatly in November
1931, “will contribute more to the return of prosperity than to
maintain the sound fiscal position of the Federal Government.”
In December 1931 he formally repudiated the contention, once
his own, that further expansion of public works would aid
recovery.'®

Fear of the deficit became an obsession in 1932. When Wagner
and Garner urged Congress to increase public spending, Hoover
harshly questioned their motives and assailed their programmes
—*“The most gigantic pork-barrel ever proposed to the American
Congress,” “an unexampled raid on the public Treasury.” Veto-
ing the Garner-Wagner relief bill, he wrote, “Never before has
so dangerous a suggestion been seriously made to our country.”
Others pointed out that his own policy of raising taxes and cut-
ting government spending could only reduce purchasing power
still further; but the President replied in a crescendo of
statements—twenty of them from December to May alone—
reiterating what was becoming his single theme. “The absolute
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necessity of a balanced budget” (March 25th) was “the most
essential factor to economic recovery” (May sth), “the impera-
tive and immediate step” (May 13th), “indispensable” (May
21st), “the first necessity of the Nation” (August 11th), “the

foundation of all public and private financial stability” (August
11th).*?

v

The infatuation with the balanced budget thus destroyed the
major plank of Hoover’s first anti-depression programme—the
expansion of public works.'? In the meantime, the President
was moving towards a radically new diagnosis of the depression.
The theory of 1929—that the breakdown was the inevitable
result of uncontrolled domestic speculation—was perhaps
coming to seem irksome, possibly because it fixed responsibility
too squarely on the American business community. In October
1930 Hoover suddenly discovered that the roots of the depres-
sion lay “only partly in the United States.” The major cause,
he now felt, had been the over-production of raw materials
abroad, leading to lower prices and reduced buying power in
foreign countries and thus to reduced foreign purchases in
America. The actual decline of the foreign trade balance in
1930 was less than $60 million, a sum which hardly explained
the collapse of the American economy; but, despite statistics,
the President grew rapidly more confident of his new thesis. In
December he said that “the major forces of the depression now
lie outside the United States,” and by June 1931 that “the
main causes . . . came not from within but from outside the
United States,” '3

Events in Europe soon gave a touch of plausibility to the new
Hoover line. The failure of the Kreditanstalt in Vienna in June
1931 put the international gold standard under intense strain.
Hoover’s debt moratorium that summer was no more than a
palliative, and in September it became evident that the City of
London could no longer defend the pound. By January 1932
about forty nations—though not America or France—had gone
off gald. The world financial crisis increased the pressure on the
American economy. '
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For Hoover the restoration of the gold standard now became
almost as indispensable as balancing the budget. Gold, he said,
was a metal “enshrined in human instincts for over 10,000
years”—and he did not mean to abandon it. John Maynard
Keynes predicted that the curse of Midas would fall on the
countries which clung to gold—that they would suffer\the dis-
advantages of costs fixed in terms of gold, while their competitors
in the world market could enjoy the benefits of devaluatian. The
United States, said Keynes, was setting “the rest of ws the
problem of finding some way to do without her wheat, her
copper, her cotton and her motor-cars”; it was willing the
destruction of its own export irdustries. But Hoover identified
America’s economic future with gold. Indeed, he later claimed
that the nation had been within two weeks of being driven off
the gold standard early in 1932 when it was saved from
incalculable disaster by the swift action of his administration.
“Never,” he subsequently recalled—perhaps a strong word for
a century and a half of American history—“was our nation in
greater peril.” *

There remained crucial contradictions in Hoover’s new inter-
nationalism. His attitude towards foreign debts and converti-
bility showed a genuine concern for the world financial
community. But the world financial community seemed to him
somehow separate from the world trading community. He never
quite put the two ideas together. Even when he spoke, in the
same sentence, of the American cconomy both as “self-
contained” and as vulnerable to “shocks and setbacks from
abroad”, he apparently, saw no inconsistencies. The result was
that his gold and tariff policies worked at cross-purposes. While
with one hand he tried to maintain convertibility, with the other
he raised American tariffs, evidently not understanding that
exchange depreciation and import duties might be alternative
means of achieving the same end.

The gold standard which Hoover sought so earnestly to pro-
tect in 1932 he had in fact already gravely wounded when he
signed the tariff of 1930. Denied the opportunity to earn dollars
in the American market, many nations had no choice but to
protect themselves against American exports. Thus Italy, Spain,
France, Britain, Canada were quick to raise barriers against
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American goods. The drift towards economic nationalism
threatened not only the world trading community but the world
financial community as well. Yet 1932 found Hoover combining
his international theory of depression with a stout defence of
protective tariffs. The suggestion of reciprocal trade agreements
he rejected as “a violation of American principles.” %

VI

By 1932 Hoover had moved from the New Era philosophy,
with its emphasis on maintaining purchasing power in the
American economy, towards something much closer to old-
fashioned laissez faire, where faith in a balanced budget and
the gold standard was tempered only by a commitment to pro-
tectionism. This evolution was assisted by the growing influence
of the Undersecretary of the Treasury, Ogden L. Mills of New
York, who became Secretary in February 1932, when Hoover
finally induced Mellon to go to London as Ambassador. But it
was evident to Hoover and Mills that the balanced budget and
the gold standard, while primary, were not enough by them-
selves. Something also had to be done to protect the business of
the nation against threatening bankruptcy and liquidation.

One possible approach was that suggested by Gerard Swope
and H. I. Harriman. There were reasons for supposing that the
President might look with favour on industrial planning. After
all, no one had done more in the 'twenties to foster the trade
association and to advocate self-government in industry than
Hoover, and few men had seemed to care less about the Sherman
Act. Even as President, he had questioned “destructive com-
petition”, suggested the revision of the anti-trust laws, and called
for “the development of cooperative spirit and responsibility in
the American business world . . . such that the business of the
country itself could and should assume the responsibility for the
mobilization of the industrial and commercial agencies.” “Self-
government outside of political government,” he told the
American Banking Association in 1930, “is the truest form of
self-government.” But perhaps the Swope and Harriman pro-
posals implied too much in the way of reorganising the funda-
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mentally sound economic system. In any case, he dismissed the
Swope plan as “the most gigantic proposal of monopoly ever
made in history” and the Chamber of Commerce plan as “sheer
fascism.”*¢  Evidently self-government outside of political
government could be carried too far.

If the structure of business was not to be reorganis¢d, the
alternative was to guarantee the existing structure. The| Presi-
dent was disappointed in his early hope that the New\York
banking community might bolster the credit system on its\own,
as it had in previous crises. Only twice during the depression,
as he saw it, had the New York bankers come together for
organised co-operation in an important way—once to save the
reichsmark, once to save the pound. Counting on similar action
in support of American business, Hoover summoned leading
banks to secret meetings in the autumn of 1931, and invited
them to pool their funds in order to provide a credit service for
their weaker brethren. To his chagrin, most of the group in-
sisted that this was the government’s responsibility. “I returned
to the White House after midnight,” Hoover later wrote, “more
depressed than ever before.” After consideration, the bankers
did agree to try the National Credit Association idea. But their
hearts were not in it; and a few weeks later the project was an
evident failure.!”

In the meantime, Eugene Meyer, whom Hoover had appointed
governor of the Federal Reserve Board in 1930, had been
advocating a new plan. Meyer wanted to revive his old War
Finance Corporation in the guise of a Reconstruction Finance
Corporation, empowered to make loans to banks, railways, and
insurance companies. With the Natipnal Credit Association
fiasco behind him, Hoover now reluctantly accepted the Meyer
proposal. He still objected to an ambitious lending programme,
but he hoped that the passage of the legislation would by itself
reassure the credit system and restore confidence. “I look upon
it,” Ogden Mills said of the R.F.C., “as an insurance measure
more than anything else. I think its very existence will have a
great effect psychologically, and the sooner it is created, the
less use we will have to make of it.” 18
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vi

The R.F.C. thus became in 1932 the administration’s
new weapon against the depression. It faced an increasingly
critical situation. Banks were closing their doors—nearly 2,300
suspended in 1931 alone, and anxious depositors were beginning
to withdraw their savings from banks that were still open. In
the meantime, the flight of gold from the country, as foreign
investors threw their American securities on the market and
took gold in exchange, drew further on the metallic reserve.
When the RF.C. went into operation in February 1932, the
total reserves of the Federal Reserve member banks had fallen
to within §50 million of the lowest amount allowed by law.'®

But the R.F.C. leadership—Eugene Meyer as chairman,
Charles G. Dawes as president—were not ready for vigorous
action. During the year the agency succeeded in disbursing
only about $1.5 billion of its $2 billion, and the great bulk of
this money went to banks and trust companies. Even this trans-
fusion was not as effective as it should have been; for the R.F.C.
was authorised only to make loans to banks, not to purchase
their stock; and the great need for banks was not more indebted-
ness but more capital. “For a fatal year and a half,” Russell
Leffingwell of Morgan’s later observed, “the Reconstruction
Finance Corporation continued to lend money to the banks on
adequate collateral security and gradually bankrupted them in
the effort to save them.” 2°

For the first five months, R.F.C. operations were kept secret—
to some extent, even from the Democrats whom the R.F.C. law
required to be appointed to the board of directors. “Several
months passed,” Jesse Jones of Texas, the dominant Democrat
in RF.C,, wrote later, “before Chairman Meyer and Secretary
Mills seemed to think it necessary to regard the Democratic
directors as their equals. . . . Apparently they expected us
blindly to do their bidding.” And, if it was bad to tell things
to the Democratic directors, it was even worse to tell them to
the people. In particular, Hoover objected to the publication of
R.F.C. loans on the ground that publicity might invite the very
disasters—the run on the bank, for example—which the loans
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were intended to prevent. Jones, however, received this argu-
ment with scepticism. And the President did not strengthen
his case by using secrecy to obscure the character of R.F.C. loan
olicy.

d Ir?;igning the bill, Hoover had declared that R.F.C. was “n
created for the aid of big industries or big banks.” Statemen
issued in the first months of operation conveyed the impressio
that the agency was concentrating on help for the little fellow.
But in July 1932 John Garner secured the passage of an amend-
ment compelling the R.F.C. to report its loans to Congress. An
analysis of the loans outstanding now put a different face on
the official statements. Thus Hoover’s claim in April that the
R.F.C. had loaned $126 million to banks in 45 states took on a
less virtuous aspect when it was discovered that over half this
sum had gone to three large banks.

Charges of favouritism in the distribution of loans increased
criticism of the RF.C. In June Dawes suddenly resigned,
announcing that he must return to Chicago to take charge of
the affairs of the Central Republic Bank. A few weeks later the
R.F.C. loaned Dawes’s bank $9o0 million; this was at a time when
its total deposits amounted to only $95 million. Even this loan
could not save the bank, which soon was forced into reorganisa-
tion, though in time, and after litigation, the loan was repaid
to the RF.C. The circumstances by which Dawes’s bank
received prompt assistance from the agency he had just left
while the unemployed were denied federal aid roused natural
speculation. So, too, did the disclosure that Atlee Pomerene,
Dawes’s successor, had authorised a loan of $12 million to a
Cleveland bank of which he was director. When John T. Flynn
published these facts early in 1933, President Hoover’s secrecy
policy seemed to many wholly disreputable. And, to support
this impression, the loans to big banks were tapered off as soon
as the secrecy provisions were ended.*

vix

The administration’s special concern for business was natural
enough. “The sole function of government,” Hoover said in the
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autumn of 1931, “is to bring about a condition of affairs favour-
able to the beneficial development of private enterprise.” Let
business recover, Hoover believed, and recovery for the rest of
the nation—the worker, the farmer, the unemployed—would
come in due course.

Thus the plight of labour received little direct attention. By
September 1931 the President was forced to abandon his early
effort to maintain wage rates. When the Norris-La Guardia
bill limiting yellow-dog contracts came up in 1932, the
administration greeted it without enthusiasm. Republicans
denounced it in Congress; and Hoover’s Secretary of Labor,
in a meeting with the counsel of the National Association of
Manufacturers, even offered Donald Richberg a federal judge-
ship if he would abandon support of the measure. Richberg
spurned the suggestion, and Congress finally passed the bill,
Hoover appending a glum signature. In August 1932, when
Hoover called together Business and Industrial Committees
from the twelve Federal Reserve Districts to organise “a con-
certed program of action along the whole economic front,”
he did not think to ask labour representatives.??

At the start, the farmers received somewhat more attention.
Depression suddenly brought into prominence what had been
a peripheral part of the original Farm Board programme—that
is, the stabilisation corporations, designed to support farm prices
by holding temporary crop surpluses off the market. This
stabilisation system, however, had been intended as a means
of ironing out minor crop variations, not of dealing with major
surpluses. Any effect the Board’s purchases of wheat and cotton
had in maintaining prices in 1930 was quickly offset by the
encouragement stiffening prices offered to new production, as
well as by the continuing decline in demand. It became rapidly
clear that price support could not work without production
control.

In January 1930 the Board began to warn that it could not
“protect farmers when they deliberately over-plant.” By mid-
summer Alex Legge, president of International Harvester,
whom Hoover had made chairman of the Board, and Secretary
of Agriculture Arthur Hyde launched a campaign for volun-
tary acreage reduction. To cottom farmers the Board suggested
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that they plough up every third row. To wheat farmers it
urged reduced sowing. But most farmers, having no assurance
that their neighbours would reduce their planting, or perhaps
thinking that they would, went on producing in the hope of
cashing in on prospective higher prices.

“I believe,” said Hyde, “in controlled production.” But, He
hastily added, “such control, in my judgment, must come about
by voluntary action of the farmers themselves, and not by
mandate of law.” Yet in a few months the Board itself con:
ceded that voluntary methods would not work because of the'
“individualistic character” of the American farmer. “While
there are still a few of the agricultural leaders who lower their
voices when they speak of production control,” Legge told
Hoover, “yet practically all of them have accepted the principle
as essential.”

But the President hated the idea of federal surplus control..
He disliked almost as much the tentative experiments in
stabilisation permitted under his act of 1929. “Even indirect
purchase and sale of commodities,” he said, “is [sic] absolutely
opposed to my theory of government.” And so the Hoover farm
policy declined into self-inflicted impotence. By mid-1931 the
Board abandoned its price-support efforts and devoted itself to
the task of disposing of its holdings. Thereafter the administra-
tion watched farm prices fall with helpless defeatism.?®

X

The same belief that government should concentrate on aid
to business led the President to continue to resist proposals for
federal action on behalf of the unemployed. As the  third
winter of the depression approached, Hoover’s principle began
to receive new challenges. “We shall help the railroad; we shall
help the financial institutions; and I agree that we should,” said
Senator Wagner. “But is there any reason why we should not
likewise extend a helping hand to that forlorn American, in
every village and every city of the United States, who has been
without wages since 19297 Must he alone carry the cross of
individual responsibility?” Nor was the argument that relief
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was a local problem as persuasive as it had been in 1929 or 1930.
The administration did not tell General Dawes, noted Edith
Abbott, the social worker, that he should seeck assistance for
his bank from the Chicago city council.?

The La Follette-Costigan bill, with its provisions for federal
grants to states for relief purposes, was beaten in February 1932.
But Senator Wagner and Congressman Henry T. Rainey, the
Democratic leader in the House, began a new fight in the spring
for alternative forms of federal aid. When Joseph T. Robinson
of Arkansas, the Democratic leader in the Senate, proposed in
May a federal bond issue of over $2 billion to subsidise self-
liquidating public works, and Al Smith, Bernard Baruch, and
Owen D. Young promptly backed the project, Hoover, his hand
forced, came up with a counter-proposal of his own, making the
R.F.C. the instrumentality of federal assistance.?

The first result of the jockeying between the Democrats and
White House was the passage of the Wagner-Garner bill, which
added to its spending proposals a provision enlarging the lend-
ing authority of the R.F.C. by $300 million for loans to supple-
ment local relief in needy states. Though Hoover favoured this
provision, as well as a provision enabling the R.F.C. to under-
take a programme of self-liquidating loans, he objected to other
aspects of the bill and vetoed it. When these provisions were
enacted in a slightly different form a week later, the President
accepted them, thereby approving the Emergency Relief Act of
1932. The use of loans, repayable with interest in July 1935,
maintained to his satisfaction the pretence of local responsibility.
It was evident in any case that the administration proposed to
construe its new powers as narrowly as possible.

“These loans,” the President said, “are to be based upon abso-
lute need and evidence of financial exhaustion. I do not expect
any state to resort to it except as a last extremity.” From the
White House viewpoint, the R.F.C. was to discharge a banking
function. When Governor Pinchot of Pennsylvania, pointing
out that the expenditure of $60 million among the more than
one million jobless in his state would give each of them only 13
cents’ worth of food per day for a year, applied for the sum of
$45 million, the R.F.C,, after due deliberation, made about $11
million available. By the end of the year, only §30 million of
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the $300 million was allotted for relief, and even‘less for public
works.?¢

X

The President stood manfully by his principles. But it re-
mains unclear both from his statements at the time and fro
his subsequent recollections what his actual picture was of the
state of his nation. Years later he wrote: “Many persons lef
their jobs for the more profitable one of selling apples.” This
sentence perhaps epitomised the presidential incredulity before
the depression. If people sold apples on the street corners, it
must have been because they could make more money doing
that than doing something else. What jobs there were which
offered even less security than apple-selling did not rouse his
curiosity. . {

From time to time, the President produced letters from his

- Surgeon-General affecting to show that the state of public health

was better in depression than it had been in prosperity; “no
greater proof could be adduced,” he liked to say, “that our
people have been protected from hunger and cold.” When the
United Hospital Fund of New York City replied with statistics
showing an “abnormal and progressive” increase in sickness,
when the Pennsylvania Secretary of Public Health reported
alarming increases in malnutrition and tuberculosis, when the
daily newspaper contained items demonstrating the effects of
privation, the President brusquely rejected them. “Nobody is
actually starving,” he told newspaper-men. “The hoboes, for
example, are better fed than they have ever been. One hobo in
New York got ten meals in one day.” *’

As there could be nothing basically wrong with conditions,
so there could be nothing basically wrong with the economic
mechanism. The problems thus lay in the area of psychology,
not economics. As Ogden Mills put it: “There is more to fear
from frozen minds than from frozen assets.” Something of this
feeling undoubtedly lay behind the optimistic exhortations of
1930. When the economy failed to respond to pep talks, the
President looked for other stimulants. “What the country
needs,” he told Raymond Clapper in February 1931, “is a good,
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big laugh. There seems to be a condition of hysteria. If some-
one could get off a good joke every ten days, I think our troubles
would be over.” He said the same thing to Weber and Fields.
In 1932 he asked Will Rogers to think up a joke that would stop
hoarding. To Rudy Vallee, the crooner, he said: “If you can
sing a song that would make people forget their troubles and
the Depression, I'll give you a medal.” And to Christopher
Morley: “Perhaps what this country needs is a great poem. . . .
I keep looking for it, but I don’t see it. Sometimes a great poem
can do more than legislation.” 28

No President ever worked harder. Up at six, he threw on old
clothes for his only bout of exercise—his seven-o’clock session
with his “medicine ball cabinet.” For thirty or forty minutes
he fired the ball hard back and forth with a group of friends;
then breakfast; and he was in his office by eight-thirty. It was
characteristic that he was the first President to have a phone on
his desk. From breakfast until bed-time at eleven he laboured
without stint, smoking long, thick cigars as worry etched new
lines into his grey face and his eyes became strained and blood-
shot. “I am so tired,” he sometimes said, “that every bone in
my body aches.” His manner grew increasingly preoccupied
and dour. As he walked about the White House, he rarely
spoke to the servants; “never a good-morning or even a nod of
the head,” said Ike Hoover, the White House usher. If some-
one addressed him, a low murmur came in reply, almost as if
dragged out by force. He rarely looked at people in conversa-
tion, instead shuffling papers on his desk and doodling on blank
sheets. He had no capacity for relaxation and was irritated by
interruption. “There was always a frown on his face and a look
of worry,” said Ike Hoover; he “never laughed aloud.” One of
his secretaries remonstrated with him over his lack of small
talk. Said the President sternly: “I have other things to do
when a nation is on fire.” 2

X1

Hoover was, as William Allen White said, “constitutionally
gloomy, a congenital pessimist who always saw the doleful side
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of any situation.” “He worried more than any President,” said
Ike Hoover. The Secretary of State, Henry L. Stimson, regretted
his chief’s fatal preference for “seeing the dark side first.”

Stimson, noting “the ever-present feeling of gloom that pervades
everything connected with the administration,” could not [re-
member a single joke cracked in a year and a half of Cabxiet
meetings. One private session with the President seemed to the
Secretary of State “like sitting in a bath of ink.” *° \

Friends urged him to be more of a public leader. “I can 't
a Theodore Roosevelt,” the President would say with sadness:
or, “I have no Wilsonian qualities.” And the strain of
maintaining his principles in the face of the accumulating
evidences of human need doubtless led both to anxiety and
to self-righteousness. Said Esmé Howard, the genial British
Ambassador, “I found him, without exception, the most diffi-
cult American to know whom I have ever met.” “Of all the
administrations,” said Ike Hoover, who served for forty-two
years at the White House, “the hardest one to work for was
that of President Hoover,” adding that whenever the Hoovers
left the White House, the employees were “glad when they were
gone.” H. G. Wells had visited the White House twice before
when he came to call on Hoover. In the days of Theodore
Roosevelt it had been like any comfortable, free-talking
country house. Calling on Harding had been like attending
a politician’s reception, all loud geniality and handshaking.
But his visit to Hoover, Wells felt, had been an intrusion on

“sickly, overworked and overwhelmed” man, with distraught
officials appearing and disappearing through unexpected doors.
Hoover could not converse, but delivered a discourse on
American economic self-sufficiency, intended, Wells felt, for
Pierre Laval, who had left Washington a few days before. “I
did not find it interesting.” *!

All the official optimism could not conceal the underlying
strain. The newspaper-men were perhaps first to sense the
situation. There was much about the Hoover régime they had
disliked—the evident pleasure in ceremonial trappings, the com-
pany of Marines on guard at the summer camp, the buglers at
official dinners, the Secret Service men stationed in odd corners
of the White House. But the President’s attitude in press con-
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ferences aroused more serious concern. He played favourites
(Mark Sullivan and William Hard, for example, were in the
medicine-ball group) and complained to publishers of reporters
whose stories he did not like. Gradually he began to cancel his
press conferences. In his last two years he held hardly more
than one a month. The conferences themselves consisted in-
creasingly of official hand-outs. Bumbling attempts by White
House secretaries to withhold news and to control the writing
of stories only aggravated the situation. The President’s rela-
tions with the press, Paul Y. Anderson of the St. Louis Post-
Dispatch reported in 1931, had reached “a stage of unpleasant-
ness without parallel during the present century. They are
characterized by mutual dislike, unconcealed suspicion, and
downright bitterness.” 2

XII

The gloom and insecurity communicated itself to the nation.
A people looking for leadership could not but respond with
resentment. Hoover became the butt of a thousand bitter jokes.
One told of Hoover’s request to Mellon for the loan of a nickel
to call up a friend, and of the Mellon reply: “Here’s a dime,
call up all your friends.” Another asserted that there was no
question about Hoover’s being the world’s greatest engineer:
“in a little more than two years, he has drained, ditched and
damned the United States.” Vaudeville comedians, on being
told that business was turning up, asked: “Is Hoover dead?”

Furtive books began to appear, investigating Hoover’s years
in the Far East and in high finance, accusing him of crimes
ranging from British citizenship to cheating the Chinese
Government, oppressing coolie labour, engaging in the slave
trade, making money out of Belgian relief, and even bringing
about the execution of Edith Cavell. The very word “Hoover”
became a prefix charged with hate: not only “Hoovervilles”,
but “Hoover blankets” (newspapers wrapped around for
warmth), “Hoover wagons” (broken-down automobiles hauled
by mules), “Hoover flags” (empty pockets turned inside out),
“Hoover hogs” (jack-rabbits).

1*
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The sense of popular hatred wounded the President. “It is a
cruel world,” he remarked at one point; and, again, “My men
are dropping around me.” And it also, perhaps, helped con-
firm his intellectual rigidities. The White House usher noted
that, where Theodore Roosevelt and Wilson liked to send ffor
people who took views different from their own, Hoover pre-
ferred to discuss matters with people who he knew in adva%ce
would agree with him. Looking back twenty years later in his
Memoirs, Hoover himself could see no mistakes committed
during his Presidency, no opportunities missed, no wrorl
guesses, nothing to regret. And at the time, criticism began
to seem to him, not just the give-and-take of politics, but a
dangerous threat to the American way of life. “He regarded
some of it,” Theodore Joslin, his faithful secretary, said, °
unpatriotic.” He felt himself fighting, not just for the estab-
lished order, but for the survival of American institutions.®?

The ideological issue emerged with increasing clarity in the
second half of his administration. He felt, no doubt, genuine
indignation at the behaviour of leading business-men. William
Allen White reported that in private he grumbled at their
perfidy and complained of their greed. “But also,” White
added, “because he had worked for thirty years with men of
wealth, he could not publicly scold a million dollars, much less
a hundred million.” This was the America he respected, what-
ever its faults, and this America had to be preserved. His anger
was directed rather at those who threatened to change this
America, especially by enlarging the power of the federal
government,

Hoover had, he admitted, “no taste” for emergency powers.
To avoid the drift towards a super-state, he wanted “to solve
great problems outside of Government action.” Victory over
depression must be won “by the resolution of our people to
fight their own battles in their own communities.” For the
federal government to assume what had been local obligations
would be to undermine “the very basis of self-government.”
The question for the future, he believed, was whether history
should be written in terms of individual responsibility or of the
“futile attempt to cure poverty by the enactment of law.”
Depression, he said, could not be ended “by legislative action
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or executive pronouncement. Economic wounds must be healed
by the action of the cells of the economic body.” *4

Yet the same man who could invoke the healing processes of
nature and warn with passion against centralisation could also,
in another mood, boast of “the most gigantic program of
economic defense and counterattack ever evolved in the history
of the Republic.” For all his faith in individualism, he brought
great areas of the economy—the banks, the railroads, the in-
surance companies, the farmers, even, towards the end, the un-
employed—into the orbit of national action. No doubt, he
entered on these programmes grudgingly, and did as little as
he could to develop their possibilities. Yet he breached the
walls of local responsibility as had no President in American
history.

How could he be so certain where the exact line of demarca-
tion was drawn between beneficent intervention and limitless
evil? Senator Norris’s project for the government ownership
and operation of Muscle Shoals seemed to him, for example,
“the negation of the ideals upon which our civilization has been
based.” ** Yet his own projects seemed equally Bolshevistic, for
example, to James M. Beck. In the end, Hoover, dragged
despairingly along by events, decided that wherever he finally
dug in constituted the limits of the permissible. Doctrinaire by
temperament, he tended to make every difference in degree a
difference in kind and to transform questions of tactics into
questions of principles.

As his term wore on, the ideological obsession grew. He had
himself done unprecedented things to show the potentialities
of national action; but anyone who went a step beyond trans-
gressed the invisible line and menaced the American way of
life. His was the tragedy of a man of high ideals whose intelli-
gence froze into inflexibility and whose dedication was smitten
by self-righteousness.



CHAPTER XXVI

THE CRISIS OF 1932

AND the economic decline continued. National income, which
had been $87.4 billion in 1929, fell with the value of the dollar
to $41.7 billion in 1932. Unemployment rose: 4 million in 1930,
8 million in 1931, 12 million in 1932—nearly one out of every
four workers in the nation seeking a job. Net investment in
1931 was minus $358 million (in 1929 prices); the next year it
fell to a disheartening minus $5.8 billion. The Federal Reserve
Board index of manufacturing production went down from 110
in 1929 to §7 in 1932; wage payments from §50 billion to §30
billion. And, as prices and income fell, the burdens of indebted-

ness—farm mortgages, railroad bonds, municipal and state
debts—became insupportable.

The decline described a jagged rather than a straight line,
and occasional halts gave the administration flashes of hope
that the worst might be over. In time, President Hoover was
to claim that the depression had been twice licked : first in 1931,
until the financial collapse in Central Europe checked recovery
in America; again in 1932, until the prospect of unsound
Democratic policies shattered business confidence. But, in fact,
the slight upturn of January-March 1931 had ceased many
weeks before the Kreditanstalt closed its doors in Vienna. And
the slight upturn in the last five months of 1932 seems mainly
to have been the consequence of the federal deficit of $2.9 billion
—a deficit which Hoover wholly deplored and did his best to
erase.! No basic attempts were made to tackle the structural

- difficulties in the economy—the fatal unbalance between busi-
ness and agriculture, or the jerry-built banking system, or the
256
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unreliable security exchanges—nor was there sustained public
effort to increase purchasing power. Until these things were
done, there could be no alternative to the downward spiral.

Statistics reflected only dimly the human reality. The year
1932 brought new anguish. By spring, when United States Steel
made its second large wage slash, the attempt to maintain pay
scales had pretty well foundered. By the end of the year the
weekly wage in iron and steel averaged 63 per cent less than
in 1929. The Pennsylvania Department of Labor reported in
July 1932 that wages had fallen to 5 cents an hour in sawmills,
6 cents in brick and tile manufacturing, 7.5 cents in general con-
tracting. In Malvern, Arkansas, lumber workers received 10
cents an hour; women in Tennessee mills were paid as little as
$2.39 for a so-hour week. In lighter industries conditions were
even worse. The Connecticut Commissioner of Labor recorded
in the summer of 1932 the existence of over one hundred sweat-
shops hiring young girls for as little as 60 cents to $1.10 for a
55-hour week. A family of six, including four children, were
found stringing safety-pins on wires late into the night for four
or five dollars a week. And it was increasingly hard for decent
employers to continue paying 1929 wages while competitors were
cutting their labour costs in half. The entire wage structure was
apparently condemned to disintegration.?

11

But a job, even in sweat-shops, was still better than unemploy-
ment; for the patchwork of relief was visibly collapsing. The
need had never been greater. New people were crowding the
offices, God-fearing members of the middle class who had not
dreamed that they would one day stand drearily in line for a
hand-out. As the applicants increased and the resources
diminished, standards of assistance went down. By 1932 only
about one-quarter of the unemployed were actually receiving
relief, limited in the main to food, with sometimes a little fuel.
Voluntary funds had almost given out; go per cent of relief
came from public funds; and these funds, too, were diminish-
ing. RF.C. aid was too meagre and unreliable for advance
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planning. As a consequence, the administration of relief was
on a disaster basis. “We of the cities have done our best,” said
the mayor of Toledo in the spring of 1932, but “we have failed
miserably.”

In New York City those lucky enough to get on the rollslat
all were averaging $2.39 per family per week; and the city’s religf
fund could take care of only about half the unemployed heads of
families. A group of Latin Americans and Portuguese negrods
found refuge in a deserted Armour packing plant on West 3oth
Street, climbing to the top floor at night by rope ladder. Other
unemployed built shacks in the bed of the abandoned reservoir
in Central Park. They called it Hoover Valley and scavenged
for a living almost under the shadow of the glittering, half-
empty skyscrapers on their southern horizon.

In Chicago one out of every two workers was without a job.
Municipal employees went for months without pay. From May'
1931 the Chicago Public Library could not afford a single new
book. Socialists and Communists organised demonstrations
among the 700,000 unemployed. It might be better for
Washington to send $150 million to Chicago now, Mayor Anton
Cermak vainly suggested in June 1932, than to send federal
troops later. (It was the same month as the loan to Dawes’s
bank.)

The Philadelphia Community Council described its situation
in July 1932 as one of “slow starvation and progressive dis-
integration of family life.” In the Pennsylvania coalfields
miners kept up a subdued battle against starvation, freezing in
rickety one-room houses, subsisting on wild weed-roots and
dandelions, struggling for life in black and blasted valleys. In
Kentucky they ate violet tops, wild onions, and the weeds which
cows would eat (one wrote, “as cows won’t eat a poison weeds”),
while wan children attended school without coats, shoes, or
underclothes. In Logan and Mingo Counties of West Virginia,
according to Clarence Pickett’s testimony before a House com-
mittee, people were breaking into storehouses and stealing
supplies. “I would steal before I would starve,” interjected

"Congressman Kent Keller of Illinois. “I think all of us would
probably,” replied the Quaker official, adding hastily: “I don’t:
know whether you want that in the record.”
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In Oakland, California, four-year-old Narcisson Sandoval, who
had been living on refuse, died of starvation, while her brothers
and sisters were rushed to a hospital on the verge of death. In
Northampton, Massachusetts, Anthony Prasol, the father of
eight children, killed himself because he had no hope of work
or assistance. Faith in life itself seemed to be ebbing away: the
national birth-rate for 1931 was 17 per cent below 1921 and 10
per cent below 1926.°

Jiig

In some localities discontent found constructive expression.
In Seattle the Unemployed Citizens’ League was formed to
permit unemployed men and women to pool their services and
products. Shoemakers, carpenters, tailors, labourers practised
their trades, drawing in return surplus wood, fish, apples, and
potatoes. Soon the League was organised in 22 districts and
included 13,000 families, with almost 40,000 persons dependent
on its self—help programmes. In Yellow Springs, Ohio, Arthur
E. Morgan, president of Antioch College, founded the Mid-
west Exchange. Similar projects sprang up in other parts of
the country. By the end of 1932 there were probably well over
100 self-help and barter organisations in nearly 3o states, many
of them developing their own systems of scrip. As the national
economy ran down, the unemployed sought a form of security
by setting up enclaves of their own.*

Still others, driven by remnants of an old questing hope,
abandoned their homes and took to the roads. No one knew
for sure how many there were—a million and a half or two
million on the move in 1932 was a plausible estimate. They
rode the rods or cadged rides from motorists, slept in flop-houses
or hobo jungles, fled railroad detectives and evaded local police,
wandering the country in an aimless search for the America of
better days. For a moment, the two or three hundred thousand
young people among them seemed the bezprizorni of America,
the wild boys of the road; but they were mostly restless American
youths (one out of twenty a girl) sure that change could not be
for the worse, always seeking something, whether in the shanty
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towns near the big cities, or in the sandstone caves along the
Mississippi, under bridges or in crowded box-cars. “I've seen a
lot of the country in the last year, and I'm glad I've seen it,” one
of them told Thomas Minehan, “but if a guy travels too much
he becomes a bum, and I don’t want to be a bum.”* [\
Yet for all this, the predominant mood after the third winter
of depression was less one of revolt than of apathy. Too much
had happened too quickly to too many for the 1rnphcanons ito
be fully absorbed. Life, as the song hit of this third winter ha\d
it, was just a bowl of cherries; don’t take it serious—it’s too
mysterious. People were sullen rather than bitter, despairing
rather than violent. Instead of fuming with resentment and
rushing to the barricades, they sat at home, rocked dispiritedly
in their chairs, and blamed ‘“conditions”. Miserable Hoover-
villes grew up next to luxury flats; people went hungry within
sight of elevators bursting with grain. A stunned population
seemed to have lost the traditional American talent for direct

v

But 1932 was bringing signs of a new resentment. For the
first time, a bitterness was beginning to rise against the rich and
respectable. As yet, the bitterness was scattered and fragmentary.
But it might foreshadow a deeper change in the popular mood.

It took its start perhaps in the battle against federal relief.
The respectable classes had long claimed to oppose federal
relief out of their concern for the moral health of the recipients.
But this explanation was in 1932 decreasingly convincing.
Many now found the realistic thesis advanced by Gifford
Pinchot more impressive. “Local relief means making the poor
man pay,” Pinchot said. “. . . The force behind the stubborn
opposition to federal relief is fear lest taxes to provide that relief
be levied on concentrated wealth.”

Even more important was a spreading impression that the
rich were trying to contract out of what was, after all, a national
crisis. The impression was in considerable measure unjust. Yet
too many of the well-to-do seemed only to think of themselves



THE CRISIS OF 1932 261

and their fortunes. When Britain went off gold in September
1931, many business-men, in a rush to put their money in Swiss
francs or Dutch florins, converted American securities to gold
and shipped the gold out of the country. This flight from the
dollar, which early in 1932 reached the rate of $r00 million a
week and, according to Hoover, nearly forced the nation off
the gold standard, was largely produced by the waning faith
of the rich in Mr. Hoover’s administration.”

Even more irritating was the ingenuity with which some
avoided the payment of taxes. In Chicago, for example, where
there was hardly enough money for basic municipal services,
large property owners organised an open tax boycott; some of
them were delinquent on real estate taxes as far back as 1929.
Colonel Robert R. McCormick, whose Chicago Tribune called
on citizens to pay their full taxes, valued his personal property
in Chicago, including securities, at only $25,250, which called
for a tax of $1515. Other wealthy men, on their own repre-
sentation, had even less taxable property. Thus Silas Strawn
of the United States Chamber of Commerce could discover per-
sonal property holdings to an amount requiring a tax of only
$120, Louis Florsheim of the shoe company $go, and the
apparently semi-indigent S. J. T. Straus, chairman of S. W.
Straus investment banking firm, $18.%

Tax abatements continued. Even the high-minded Ogden
Mills, as Secretary of the Treasury, granted abatements and re-
funds in the amount of $6 million to the estate of his father, of
which he was executor and beneficiary—an action unfortunately
liable to misunderstanding in the atmosphere of 1932. And
more singular, though the facts were not disclosed till the con-
gressional investigations of 1933, was the systematic avoidance of
federal income tax by the very rich. J. P. Morgan, who appealed
to workers to give of their meagre wages for the block-aid cam-
paign (“we must all do our bit”), paid not one cent of federal
income tax himself in 1930, 1931, or 1932; nor, in the latter two
years, did any of his partners. Thomas W. Lamont’s son,
Thomas S. Lamont, by wash sales of securities to his wife in
exchange for money he had loaned her to buy the stock, was
able to claim a technical loss of $114,000 on the transaction; a
month after the tax returns were filed, he re-purchased the stock



262 THE VALLEY OF DARKNESS

from his wife at the same price she had paid him. According
to their tax returns, the Morgan partners, for all their accumula-
tion of town houses and limousines, yachts in Long Island Sound
and shooting-boxes in Scotland, had virtually no taxable income
at all in the depression years. What they did was perfectly legal,
but it was hardly calculated to win respect for their civic spirit.
Nor were these representations questioned by the Bureau pf
Internal Revenue in the age of Mellon and Mills. One age‘-ﬁt
approved a Morgan partner tax form with the respectful com-
ment: “Returned without examination for the reason that the
return was prepared in the office of J. P. Morgan and Company,
and it has been our experience that any schedule made by that
office is correct.” ®

But the Morgans at least remained within the technical limits
of law. On March 12, 1932, Ivar Kreuger, the Swedish financier,
alone in his luxurious Paris apartment, unbuttoned his waist-
coat, indulged perhaps in a moment of gloomy retrospection,
pressed a revolver against his chest, and put a bullet into his
heart. The suicide two days later of George Eastman, the
Rochester millionaire (“My work is done. Why wait?”), in-
creased the conviction that the financiers of the world were
operating under some obscure but intolerable strain. Eastman's
death, it turned out, signified no financial irregularities. But the
gradual unfolding of the Kreuger story put on display a record
of international buccaneering which seemed to convict half the
world of finance of inexhaustible criminality and the other half
of abysmal stupidity. Kreuger, who had once sold real estate in
Illinois, and built buildings in New York, was well known in
America. He had been reverently interviewed by the Saturday
Evening Post and canonised as a Titan (higher even than a
Tycoon) by Time. Only two months before the moment of
truth in Paris, he had personally assured President Hoover that
the American people had no need to “become hysterical” about
the problems of Europe. His death had been followed by
tributes of a kind ordinarily reserved for college presidents or
for eminent vestrymen. Now he was revealed as a swindler,
forger, and cheat, and the American bankers who had accepted
his pretensions as a pack of fools.'®
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If Kreuger, the Match King, was a gigantic thief, what Titan
—or even Tycoon—could be trusted in the future? In Chicago
investors were already haunting the offices of Samuel Insull,
demanding that he make good on his worthless stock. Protected
night and day by thirty-six personal bodyguards, Insull, who
believed in his own magic, tried to save his crumbling estate
through new loans and new manipulations. But his fantastic
improvisation was slowly dematerialising before everyone’s eyes.
When he abruptly departed for Europe in 1932, having resigned
his cighty-five directorships, his sixty-five chairmanships, and
his eleven presidencies, the New York Times wrote: “Mr. Insull
fell, not because his ideals were wrong, but because of his per-
sistent optimism. . . . He stands withal as one of the foremost
and greatest builders of American industrial empires.”

Yet by September it seemed possible that the great industrial
builder was guilty of more than optimism; in the next months a
Cook County grand jury indicted him for embezzlement. Soon
his lawyers were sending him coded telegrams advising him to
seek refuge beyond extradition in Greece. The old man, sitting
disconsolately in European exile, could not understand what
had happened. “Why am I not more popular in the United
States?” he said. “What have I done that every banker and
business magnate has not done in the course of business?” And
Donald Richberg, Insull’s old enemy in Chicago, voiced the
popular verdict: “The true significance of the career of Samuel
Insull lies in the fact that his sins were not exceptional, save in
the sweep of his ambitions and the extent of the injuries he
inflicted.” !

Business had insisted on all credit for prosperity. Now it
could hardly escape blame for adversity. “If the responsibility
for the present crisis can be laid at anyone’s door,” said Newton
D. Baker, himself a wealthy corporation lawyer, “surely Big
Business is the most likely doorstep.” And what the Dean of
the Harvard Business School called “the failure of business
leadership” was compounded by multiplying evidence of the
failure of business morality—the misrepresentations uttered, the
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bonds forged, the taxes avoided, the confidence betrayed, the
responsibilities rejected.!?

And so the New Era faded away. Detroit, the home of Henry
Ford, the New Era’s prophet, was desolate in 1932; half the
existing automotive capacity, it seemed, could make all the cars
America would need for years to come. Even the best efforts pof
Detroit’s resourceful and dedicated mayor, Frank Murphy,
could not take care of the growing mass of unemployed. Op
March 7, 1932, in zero weather, a procession of jobless, perhaps
three thousand in number, marched with police permission
from down-town Detroit towards Henry Ford’s River Rouge
plant in Dearborn. When they reached the city line, the Dear-
born police ordered them to turn back. But the marchers
pressed on, demanding to present a petition at the Ford
plant, their leaders cautioning them to maintain “proletarian
discipline”. The police responded with tear-gas bombs, the
crowd with stones and slag and chunks of frozen mud. The
Ford fire department poured freezing water on the marchers
through fire-hoses; then the police opened fire, first with guns
and revolvers, later with a machine-gun. The crowd finally
broke ranks under the shower of bullets. A few tried to carry
off the injured; the rest fled down the road, leaving four dead
and several wounded behind. Out of the windows over Gate
Four of the plant, some Russian technicians, learning Ford’s
production methods, watched the spectacle. . . . The bodies lay
in state two days later under a huge red banner bearing a
picture of Lenin and the motto: “Ford Gave Bullets for Bread.”
The band played the Russian funeral march of 1905, and
thousands of Detroit workers followed the coffins, as the dying
afternoon sun glinted on the tall silvered smoke-stacks of River
Rouge.'?

The administration took notice of the new restiveness. In 1931
it opposed the reduction of the Army ground forces because it
would “lessen our means of maintaining domestic peace and
order.” When Congress voted a 10 per cent pay decrease for
government employees in 1932, Hoover sent a secret message
urging the Senate to make an exception for Army and Navy
enlisted personnel because, in case of internal trouble, he did
not want to have to rely on troops disgruntled over pay cuts.!*
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The national mood was perhaps passing from numbness to
exasperation. What had first seemed listlessness now seemed
the sign of some deeper gathering by the people into them-
selves. The feeling was spreading that they had somehow been
let down, cheated, betrayed. The atmosphere was one of over-
cast sultriness before a storm.

VI

Early in May 1932 some World War veterans in Portland,
Oregon, contemplated the fact that the one nest egg they had
left was the government’s promise of payment on their “adjusted
compensation certificates”—the bonus for their war-time service,
due to them, by act of Congress, in the year 1945. If the money
was really theirs, why should they not have it when they needed
it? Tired of watching their children grow pale on a diet of
stale doughnuts and black coffee, tired of community neglect,
tired of official gabble, tired, above all, of waiting, the men in
Portland decided to bring their plight home to the country by
marching on Washington. They chose as leader an unemployed
cannery superintendent and former World War sergeant named
Walter W. Waters. Waters, who had a wife and two little girls,
had not worked for eighteen months. Under his command, the
group set out, riding the rods and living on hand-outs along the
way. Its principles were “no panhandling, no drinking, no
radicalism”; and it restricted its ranks to authentic veterans.

On May 21 they reached East St. Louis. When railway
officials tried to prevent their boarding a Baltimore and Ohio
freight train east, they began to uncouple cars and soap rails in
the marshalling yard. Soon units of the Illinois National Guard
arrived to disperse them. In the end, the Bonus Expeditionary
Force, as the Portland group derisively called itself, was sent out
of the state by trucks. But the “Battle of the B. & O.” was now
a front-page story.

Other veterans began to hit the road to Washington. March-
ing replaced for a moment the loneliness of unemployment; it
renewed the comradely emotions of the doughboy army fifteen
years before. By the time Waters arrived in Washington, his
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group had grown to a thousand; and in the next weeks dusty
new contingents converged on the District of Columbia. The
Congress, now debating Representative Wright Patman’s bill
for the immediate payment of the bonus, was confronted by, a
new kind of lobby, not men with cigars drinking rye and water
at the Mayflower, but men in old army caps bivouacking on the
marshy flats across the Anacostia River. Their demeanour re¢-
mained respectful, their behaviour disciplined. But their ve
presence contained a threat. On June 15 the House passed the
Patman bill.

The Superintendent of Metropolitan Police was a retired army
officer named Pelham D. Glassford, who had been the youngest
brigadier-general in the AEF. in France. He helped the
veterans find billets, fed them from Army field kitchens,
ordered the police to leave them alone, kidded and joshed them,
and did all he could to keep up their morale. His patient’
amiability, as he rode around on his big blue motor-cycle,
soothed angry spirits. Morcover, once there, most of the
veterans themselves hardly knew why they had come. They
felt only a vague restlessness over conditions at home and a
vague hope that their appearance might stir the government
to action.

On June 17, as the bonus bill came for vote before the Senate,
the veterans began to gather on Capitol Hill. The administra-
tion wanted to bring out the machine-guns with which it had
greeted the Communist hunger marchers in the previous
December; but Glassford argued against a display of force. The
men crowding the plaza before the Capitol felt that their bill
was doomed. Still, their bitter wisecracks, as they lay in shirt-
sleeves on the green grass or sat on the marble steps, could not
conceal remnants of hope. Waiting through the long afternoon
into the soft Washington twilight, they talked, griped, dozed,
sang war songs, sat on in silence.

Inside, the Senate was moving towards a vote. The mutterings
from the crowd began to swell into a rumble. Waters himself,
looking a little alarmed, persuaded the men to sing again. Then

-Senator Elmer Thomas of Oklahoma, a friend of the bonus,
appeared beside Waters and whispered to him. In a moment,
Waters walked to the top of the steps and spread out his arms.
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It took minutes for the noise to die down. At last Waters spoke,
his voice low and tired. “Comrades!” A shout from the crowd;
then silence again. “Comrades, I have bad news.” The bonus
bill, he said, was dead. The men in the square rustled with
uncertainty. There was a scattering of boos. “Comrades . . .”
Waters called, “let us show them that we can take it on the chin.
Let us show them that we are patriotic Americans. I call on
you to sing ‘America’.” The song completed, military shouts
began to ring out across the plaza: “California—over here,”
“New Yorkers—fall in here.” Quietly the men, now nearly
twenty thousand, formed their platoons, about-faced, and
marched back to the camp on the mud flats. In thirty minutes
the great square was empty.

Some veterans, discouraged, now left Washington. But others
remained—"Stay till 1945” became their watchword. Life was
settling into a kind of order at Anacostia Flats. The veterans
built shacks out of lumber, packing-boxes, scrap tin, and strips
of canvas. Some lived in second-hand Army pup tents, provided
by General Glassford. Falling back on basic training, half-
remembered from those spring-time days fifteen years earlier,
they held formation, waited in chow lines, organised baseball
games, dug latrines (known as “Hoover villas”) and rose and
slept by bugle call. Wives and children began to join husbands,
piecing together family life in the swampy land under the steam-
ing sun. One problem was food, always of poor quality and in
short supply; another, increasingly, was sickness. Heat and
moisture bred disease out of half-buried garbage; flies swarmed
in the tents: the Potomac bathed the north edge of the canton-
ment with the capital’'s sewage. The rancid odour of decaying
food, sweat, chloride, and urine began to settle over the flats.

v

And still the men waited, fifteen thousand or more of them,
women and children now beside them, wanly hoping that the
Congress might recur to the bonus before adjournment.
Factional quarrels, begotten by heat and fatigue and irritability,
began to disturb the B.E.F. Commander Waters, his ambitions
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whetted by authority, sought to increase his power. One day
late in June he instituted a system of rigorous military discipline.
“I'll do what I want whether you like it or not,” he shouted to
a group of dissenters, “and those that don’t can get the hell out
of the BEF. I'm going to be hard-boiled!” He was alrea(?y
beginning to glimpse larger possibilities. He told Gardner
Jackson that he was an ex-Socialist, that the bonus was only
pretext, that the B.E.F. was the vanguard of a general rising of
the unemployed. Why should there not be a national organisa
tion, fighting the battle of all suffering Americans? “It would
cry to high heaven,” said Waters, “that, while there were billions
for the bankers, there was nothing for the poor. It would tell
the world that the vaunted democracy of America had become
a sordid scheme of special privilege.” Such an organisation,
Waters mused, thinking of Mussolini and Hitler, might well be
called the Khaki Shirts. ‘

Most of the men regarded Waters with weary indifference.
His chief enemy was the Communist group, a puny minority
making tardy attempts to clamber on to the B.E.F. bandwagon.
The Communists wanted violence; and they angrily condemned
the B.E.F. leadership for co-operating with Glassford in main-
taining order. But the curses at Anacostia, as one observer com-
mented, were directed impartially at the bankers and the
Communists; and B.E.F. leaders were tireless in denouncing
Communist activity, destroying their leaflets and throwing their
leaders out of the camps. A kangaroo court of veterans
sentenced Communist agitators to fifteen lashes across the back
with a belt. As the B.E.F. News emphasised, while warning
that the attitude of the rich was “making it easier for the Reds
to add to their ranks”, Communist principles ran counter to
B.EF. plans: “Eyes front—not left!” %

And so the days dragged on through July, with the men
festering in the heat, wives gossiping, children playing, babies
squalling (some, like Bernard Myers, were born at Anacostia),
and Glassford presiding benevolently over all. When food grew
short, he bought nearly a thousand dollars-worth of supplies
-with his own money: “Why, some of those boys soldiered for
me; they’re my boys.” When John T. Pace, the Communist
leader, was about to be mobbed by indignant veterans, Glassford
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told the crowd: “Pace has just as much right to speak here as
anyone. Any of you who disagree with him and don’t want to
listen, go to some other part of the camp and play baseball.”
When whites and negroes, exasperated by heat and boredom,
fought on the dusty ground, Glassford, pushing them apart with
bare hands, said: “We're all veterans together and there’ll be
no fighting among veterans.”

The administration, in the meantime, viewed the Bonus Army
as a local problem, the concern of the District Commissioners,
but surely not the President. By mid-July the veterans had been
in Washington for two months. In all this period not a word
had come to them from the White House; not an administration
official offered them sympathy or even bothered to tell them why
their pleas had to be rejected. The President himself had ample
time in these weeks to receive Jim Londos, the heavyweight
wrestling champion, delegations from the Eta Upsilon Gamma
Sorority and from the Baraca Philathea Union, adolescent
winners of essay contests and other dignitaries; but audiences
were denied to the leaders of the B.EF. “Mr. Hoover does not
shrink from holding conferences and issuing statements,” said
Walter Lippmann. “How can he justify the fact that he never
took the trouble to confer with the bonus marchers?” His single
act was to obtain passage of a bill lending money to veterans
willing to return home, the loan to be deducted from the bonus
due to them in 1945.

Vit

As Congress moved towards adjournment, tension increased.
“A dog in the gutter will fight to feed its pups,” the B.E.F. News
told the veterans, but for three years “you have cringed and
fawned and begged for crumbs. . . . Why stand you thus, when
all is within your power? Are you truly curs and cowards? Or
are you men?” Underneath the presidential indifference there
were mounting signs of concern. The guard at the White House
was increased; from time to time, especially when pickets
appeared before the White House, the iron gates were chained,
and the lawns swarmed with Secret Service men. Three hundred
armed troopers secretly assembled in the Munitions Building
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near-by to be ready for any contingency. The B.E.F. News con-

tinued to lash its readers. They had waited like dumb oxen on

street corners, it said, while their children starved; they were
“yellow cowards” with “the guts of a louse.” |

On the last days of Congress the veterans once again crowc*ed
into the Capitol plaza “Comrades . . .” Waters shouted to th
from the portico, “you’ve got to keep a lane open for the wh¥;
collar birds inside so they won’t rub into us lousy rats. We'te
going to stay here until I see Hoover.” The President ha§
announced that he would make the traditional visit to the
Capitol for the adjournment ceremonies. But the limousine
waited for two hours at the White House door, and in the end,
for whatever reason, the President chose not to go. Once again
the crowd on Capitol Hill returned harmlessly to its encamp-
ments.

Glassford planned to evacuate the remnants of the Bonus
Marchers to a camp in the country, where he hoped they might
try small manufacturing and subsistence farming. More
veterans were departing every day. But the President and the
District of Columbia Commissioners were growing increasingly
anxious. On July 26th Secretary of War Hurley said that the
B.E.F. had been a problem because it was so law-abiding and
musingly considered the advantages of an incident that might
justify the declaration of martial law. On July 28th the District
police were ordered to clear a group of veterans out of some
abandoned buildings along Pennsylvania Avenue into which
they had settled. Waters advised the men to leave peaceably.
But the Communist group, whose leader, Pace, had been
arrested a few days before, saw its chance. They rushed the
police line, threw bricks, and provoked a brief riot. Two hours
later, police entered a second partially demolished building
where two planks had been laid to take the place of missing
steps. A policeman slipped between the planks; jittery and
frightened, he turned, drew his gun and fired repeatedly into a
crowd of veterans. One man, standing quietly by with his coat
over his arm, fell dead. Other policemen started firing; a second
-man was hit fatally, others were wounded; then the voice of
Glassford was heard—“Stop that shooting”—and again all was
quiet.
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Here was Secretary Hurley's incident. The Commissioners
now resolved to ask for federal troops. The request went to the
White House, where it was received with relief; and Secretary
Hurley transmitted the orders to General Douglas MacArthur.
MacArthur summoned his aide, Major Dwight D. Eisenhower,
seized his riding crop, mounted his horse, and took personal
command. '

X

They arrived late in the afternoon, four troops of cavalry
clattering by with drawn sabres, followed by six tanks, with
machine-guns hooded, and a column of infantry, with fixed
bayonets, steel helmets, gas-masks, and at their belts blue tear-
gas bombs. First, the soldiers cleared the down-town buildings
with bayonets and gas. Then, as evening fell, they moved into
Anacostia, turning out the inhabitants with military dispatch.
They paused for an hour to permit evacuation. Then they
moved ahead, tossing gas bombs into little groups of defiant
veterans, setting fire along the way to the shacks and barracks
lest the inhabitants return. (Secretary Hurley later denied that
this had been done, but the first-hand evidence of newspaper
reporters—and of photographs—left no question on this point.)
Soon the veterans began to fire their own huts as they fled.

Women and children, their eyes streaming with tears, ran
frantically from their dwellings, without time to gather their
pathetic belongings. Young Eugene King, seven years old,
turned back to his tent to get his pet rabbit. A soldier said:
“Get out of here, you little son-of-a-bitch,” and bayoneted him
in the leg. Joe Angelo, a veteran from Camden, New Jersey,
watched a self-confident cavalry officer lead soldiers with drawn
bayonets against his Anacostia shack; suddenly he recognised
the officer as George S. Patton, Junior, whose life he had saved in
France fourteen years earlier, for which exploit he had received
the Distinguished Service Cross (“Undoubtedly the man saved
my life,” the dashing Patton told the press sourly later, “but his
several accounts of the incident vary from the true facts”).

Already the sputtering torches were lighting up the flats with
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bright orange flames. Behind, the great dome of the Capitol
was silhouetted in the glare. Coughing, choking, vomiting, the
Bonus Army fled the sickly-sweet odour of tear gas along Good
Hope Hill and straggled into Maryland and safety. When the
grey mists rose from the river in the morning, blue-white smoke
was drifting over the smouldering ruins . . . Little Bernard
Myers, the bonus baby, eleven weeks old, was dying in \the
hospital. The B.E.F. News suggested the epitaph: “Here lies
Bernard Myers, aged three months, gassed to death by order\of
President Hoover.”

The lines in the first issue of the B.E.F. News now seemed
almost prophetic:

“Oh, Christ, who died for all,
Will you return again?

Or do you also feel

Your work on earth in vain?

You tried to teach men love.
Lip-service many give;

Look down, oh Lord, and see
Yourself the lives we live.”

This was one view. Douglas MacArthur had another. The
“mob,” he said, was animated by “the essence of revolution.”
“Beyond the shadow of a doubt,” it was about to seize control
of the government. “The President played it pretty fine in wait-
ing to the last minute; but he didn’t have much margin.” The
victory over the B.E.F. seemed one more triumph in a long
military career. “I have released in my day,” the General said,
“more than one community which had been held in the grip of
a foreign enemy”; but never, even when villages had lain for
years under foreign military occupation, had he seen greater
gratitude among a distressed populace.

The administration, so long so silent on the B.E.F., now issued
a series of statements asserting that the Army was composed, in
the main, of criminals and Communists, and a grand jury was
set up to provide the proof. But, even though an obedient
presiding justice instructed the grand jury to make the desired
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findings, the jury itself declined to mention Communists at all
in its report and instead indicted three men, all of whom had
been wounded overseas during the war. And the Attorney-
General’s charges against the Bonus Army, based on an inquiry
started after the Army had dispersed, were not sustained by
the more careful investigations of the Veterans Bureau or of the
Welfare Department of the state of Pennsylvania.

Yet the administration remained unforgiving. When a group
of writers, headed by Sherwood Anderson and Waldo Frank,
called at the White House to protest against the use of troops
against unarmed civilians, they were told that the President was
too busy to see them. Leaving, they heard a chorus of childish
voices singing “Happy Birthday to You” across the White House
lawn, as a delegation of schoolchildren offered Mr. Hoover a
birthday cake. And, by October, General Glassford had been
forced out of office.

The bonus issue was itself complex. Many Americans resented
the pressure tactics of the veterans and felt, in addition, that the
payment of the bonus would be an economic disaster. A few,
like William Trufant Foster and Wright Patman, favoured any
expedient which would put money into the hands of spenders,
even the bonus. But the merits of the arguments faded before
the national dismay over what appeared the President’s in-
difference towards the men on Anacostia Flats. There seemed no
excuse for his refusal to see their leaders; no excuse for resorting
to arms when the B.E.F. was breaking up of its own accord; no
excuse for forcing pell-mell evacuation in the dead of night;
no excuse for failing to provide camp sites outside the District.
“What a pitiful spectacle,” said the Washington News, “is that
of the great American Government, mightiest in the world,
chasing unarmed men, women and children with Army tanks.
. .. If the Army must be called out to make war on unarmed
citizens, this is no longer America.”

Yet the veterans had, on the whole, submitted quietly. The
B.EF. had had no arms; the soldiers had fired no shots; and
what might have been in other lands a rebellion turned out
instead a disorderly midnight rout of bewildered men and
women. The nation’s apathy was dented by the incident, but
not broken.!®
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X

Still, the summers’ testing had hardly begun. In Washington
the leaders of the farmers’ organisations were speaking wid\l a
new desperation. The selection of Ed O’Neal, an Alabama
planter, as president of the Farm Bureau in 1931 had fulfilled
the old plan of Henry Wallace and Chester Davis for a marriaE;
of corn and cotton. Tall, well dressed, ruddy, with thinni
white hair and a hearty laugh that could be either disarming or
menacing, O'Neal gave the Farm Bureau vigorous leadership.
In the same year the National Farmers’ Union also acquired a
new chief—John A. Simpson, who had built the Farmers’ Union
of Oklahoma into a powerful organisation. Taciturn and un-
yielding, he had the old Populist hatred for international
bankers (“the worst criminals in this country”) and a conviction
that inflation through the remonetisation of silver was the best
means of assuring the farmer the cost of production plus a
reasonable profit in the Farmers’ Union platform. In the long-
run, Simpson looked to the establishment of a co-operative
commonwealth. “I feel the capitalistic system is doomed. It
has as its foundation the principles of brutality, dishonesty and
avarice.” 7

O’Neal and Simpson urged the farmers’ case before congres-
sional committees. But it looked as if pressure in Washington
would avail little so long as the administration regarded the farm
problem as insoluble. In 1931 a new farm leader appeared in
Iowa to demand local action—Milo Reno, former president of
the Iowa Farmers’ Union. Nearly sixty-five years old, Reno was
a big, slow-spoken, friendly man with a great up-thrust thatch of
tousled black hair, keen, deep-set eyes, and a five-gallon Stetson
hat. He had fought the farmers’ battle since the days of the
Populists; he had been president of the Farmers’ Union Life
Insurance Company from its start; and he was one of the
original champions of the “cost of production” thesis.

As early as 1927, Reno, as a member of a Farmers’ Union
committee, had suggestd that if justice could not be obtained
by legislation, no other course might remain than “organized
refusal to deliver the products of the farm at less than produc-
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tion costs.” Depression gave this notion of a farmers’ strike new
cogency. By the spring of 1923 it began to seem to some the
only way of stemming the price collapse. Under Reno’s leader-
ship the Farmers’ Holiday Association was formed—‘holiday”
was a sardonic reference to the “bank holiday” so affably
proposed for the business community.

XI

The soil was rich and purple-black in Iowa; the red barns
stood large and four-square behind the comfortable white farm-
houses with their ample lawns and swaying cottonwoods; the
country teemed with abundance. But the buildings needed
paint, the overalls of the farmer were patched and ragged, corn
stood uncut in the field, parched by the sun. Along the roads
near Sioux City in August 1932, sunburned farmers in ten-cent
straw hats, carrying clubs, sticks, or pitchforks in their hands,
were laying spiked logs and threshing-machine cables with
loving care across the road. Their mood was jocular as they
searched trucks for farm products and by one means or another
persuaded those bound for market to think again and turn back.
They waited in the sun and lay in the tall grass and made wise-
cracks and cursed a bit about the “international bankers” and
slept in tents along the road—and the Ladies’ Aid brought them
basket suppers.

Independent of the Holiday movement but parallel with it
arose a strike of the dairy farmers. Receiving two cents a quart
for milk sold by distributors for eight cents in Sioux City,
Woodbury County farmers declared an embargo on the entry
of milk into the city (except for hospitals.) All ten highways
into town were under farmers’ patrol; and the movement spread
fast to Council Bluffs, to other Iowa communities, and into
neighbouring states. But with milk it was more than a matter
of turning trucks back. The strikers ripped open the cans and
poured them on to the road, the fresh milk forming a white
river, drying and curdling on the cement, trickling into the
drainage ditch. Around Council Bluffs the sheriff armed citizens
with baseball bats and ordered them to clear the roads; then he
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arrested sixty of the pickets, until the threat of a mass march
on the jail forced their release.

New faces were appearing on the picket lines, unfamiliar faces,
city faces. From Des Moines came youths in brown shirtg—
members of the recently formed Khaki Shirts organisation, soipe
of them veterans of the Battle of Anacostia Flats, others idlars
spoiling for a fight. And in New York City the Central Corp-
mittee of the Communist party weighed the press reports fro
Iowa. Once again, as in the case of