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CHAPTER I 
THE ROOSEVELT FAMILY BACKGROUND

Franklin D. Roosevelt’s family heritage Heft its imprint 
on his economic philosophy In two important ways. In the first 
place, he was imbued with the spirit of ’'noblesse oblige” that 
characterized the landed gentry of the Hudson Valley. This 
spirit gave him a concern for the poor and the less fortunate 
as well as a belief that the individual must work for the good 
of the whole community. In the second place, since his family 
were landed gentry they did not share the preconceptions and 
prejudices of the three major economic interest groups of twen­
tieth century America --  business, labor, commercial farming.
Roosevelt was able, therefore, to approach the problems of each 
without the preconceived notions of any of the three.

When Franklin D. Roosevelt was born on January 30, 1882, 
his father, James Roosevelt, had already been retired for two 
years. When James Roosevelt married his second wife, Sara 
Delano, In 1880, he gave up active participation In the manage­
ment of his business interests and retired to his country estate 
Prior to that time he had been active in numerous banking and 
transportation enterprises. He had been one of the incorporator 
of the City Trust Co. and a director of the Farmers’ Loan and 
Trust Co. In New York City and for a number of years was a di­
rector of the Merchants’ National Bank in Poughkeepsie. Shortly 
after the Civil War he had helped organize the Southern Railway
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Security Company and served aa Its president; this company took 
part in the reorganization of Southern railroads after the war, 
including the lines that were to become the Southern Railway and 
the Louisville and Nashville Railway. His most continuing rail­
road interest, however, was the Delaware and Hudson Canal Co., 
of which he was a vice-president and legal adviser for many years, 
as well as president of one of its subsidiaries, the New York and 
Canada Southern Railroad. He was also president of the Champlain 
Transportation Co., which operated boats on Lake Champlain, and 
was a director of the Maritime Canal Co. of Nicaragua. His only 
Important Industrial investment was in a small steel property at 
West Superior, Wisconsin, but he took no active part in the en­
terprise .

It was his country estate at Hyde Park which was James 
Roosevelt’s major Interest. There he created in microcosm the 
way of life of the English landed gentry that he admired. Pure 
bred cattle were imported to Improve the herds, and a fine stable 
of horses was maintained. He bred the first horse to trot a mile 
in less than 2j20, the champion Gloster, later selling the horse . 
to Leland Stanford. Pond of trees, he planted many on his 600 
acres, and would never permit one to be cut unless it were de­
cayed.

Ostentation was not part of James Roosevelt’s creed. The 
home at Hyde Park was comfortable but not lavish, large but only 
large enough to provide comfortably for the family. Indeed,
James Roosevelt was not particularly wealthy: upon his death
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he left an estate valued at $300,000.

He took no large part In public life “although he was re­
peatedly requested to accept the nomination for Congress, the 
State Senate and the A s s e m b l y . A  life-long Democrat, he was 
said to have been politically important in that party in New 
York State and an “intimate friend*1 of Grover Cleveland, whom 
he visited at the White House in 1387 with young Franklin, then 
aged five years.2 Like the other Hudson Valley aristocrats, 
however, his ideas of noblesse oblige caused him to feel a re­
sponsibility for community leadership and charities. He served 
two terms as Supervisor of the Town of Hyde Park, while in the 
local Episcopal parish he served as vestryman and warden and was 
a representative to the Diocesan convention. He served on the 
Board of State Charities and was a manager of Hudson River State 
Hospital, “Actively useful as a business man, a philanthropic 
and public spirited citizen, he was the very ideal of a gentle­
man of the old school, witnessing by his kindliness and charm
of manner to the nobility and honor of his inner Christian 

3character.”
Among the Hudson Valley squirearchy were such wealthy

families as the Astors, Vanderbilts and Aspinwalls --  and the
Delanos. It was from the last family that James Roosevelt chose 
his second wife, Sara Delano, half his age and one of the belles

New York Tribune, 9 Dec. 1900.
2. Bellamy Partridge, The Roosevelt Family in America: An Imperial Saga (N.Y., Hlllman-Curl, 1936), pp. 46-7.
3. Rev. Edward P. Newton, Historical Notes of St. James Parish 

(Poughkeepsie, A. V. Haight Co., 1$13), p. 44.
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of the region* She came from much the same background as her 
husband: her family were landed gentry, owned numerous invest­
ments, and were much respected by all who knew them.

The Delano wealth had come primarily from the China trade. 
Warren Delano, P. D* R.'s grandfather, had been a partner in 
Russel, Sturgis and Company, one of the leading firms in the tea 
trade with China, and had lived at Canton for a number of years. 
He retired to his estate near Newburgh, N. Y*, but, losing much 
of his wealth in the depression of 1857, returned to the China 
trade, this time specializing in opium. Recouping his fortune, 
he once more retired, investing his wealth in New York City real 
estate and mining properties in Pennsylvania, Tennessee and 
Maryland.'*' Of this rentier wealth Sara Roosevelt inherited about 
$700,000 worth of securities when her father died in 1898.

Sara Roosevelt felt very strongly that there was something 
inherently valuable in the mode of life of the Hudson Valley 
aristocracy: honor, dignity, tradition and responsibility were
the keynotes of her philosophy. Perhaps these feelings explain, 
in part, why she married a man twice her age who was a prime ex­
ample of that mode of life. She expressed her views in a letter 
to her son after a family argument with him on the subject:

"The foolish old saying 'noblesse oblige' is good and 'honneur oblige1 possibly expresses it better 
for most of us. One can be democratic as one likes, 
but if we love our own, and if we love our neighbor, 
we owe a great example, and my constant feeling is 
that through neglect or laziness I am not doing my

TI A more detailed description of Warren Delano as a China 
trader, the sources of his wealth, and his investments 
may be found in Daniel W. Delano, Jr., Franklin Roosevelt and the Delano Influence (Pittsburgh, James 8. Nudi Pub­lications , 1946), pp. 157-171, esp. pp. 158-63.
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part toward those around me.... With the trend to 
'shirt sleeves1, and the ideas of what men should 
do in always being all things to all men and 
striving to give up the old fashioned traditions 
of family life, simple home pleasures and refine- 
ments, and the traditions some of us love best, 
of what use is it to keep up things, to hold on to 
dignity and all I stood up for this evening.”!

Perhaps typical of Sara Roosevelt's attitude of noblesse oblige
is the library she endowed in memory of her husband for the town
of Hyde Park. Although a free library, it was in part supported
by voluntary paid memberships, and she fought very strongly
against any tax support for the institution, feeling that it was
the responsibility and obligation of the wealthier members of
the community to provide for the library.

The attitudes of James and Sara Roosevelt were passed on
to Franklin in his education at home. Eis parents did not enter
him in the local public school, but instead hired governesses
and tutors to educate him. A number of notebooks and tutorial
papers from this period, preserved at the Roosevelt Library,
give us a picture of this type of education; emphasis was placed
on such basic tools as grammar, penmanship and arithmetic,
languages --  German, French and Latin --  and history. Other
subjects were taken up: the Bible, astronomy, geography,
Wagner's Das Rheingold, and so forth. We note a considerable
coverage of English history and geography, ancient and medieval
history, and foreign languages. An orientation toward England

XI Elliott Roosevelt (ed.), F.D.R.: His Personal Letters
(N.Y., Duell Sloan and Pierce, l&47-5'0), Vol. II, pp. 274-5. Hereafter cited as Letters.
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and Europe is fairly obvious.

One of F.D.R.»s governesses, a French-Swiss young lady, 
had definite sympathies for victims of injustice and exploita­
tion which she passed on to her young charge. Under her in­
fluence the nine-year old hoy wrote pro.testingly about the 
common people of Egypt in an "Essai sur l'HIstoire Ancienne":

’’The working people had nothing, they lived in 
the porches of the temples or in little straw 
huts. The kings made them work so hard and gave 
them so little that by wingo! they nearly starved 
and by jinks they had hardly any clothes 1 so they 
died in quadrillions."2

Or again, his governess dictated to F.D.R., age eleven, the 
following little essay describing how the unscrupulous busi­
nessman takes advantage of the deserving inventor:

No man ever made so many really remarkable and 
at the same time useful inventions as Thomas 
Edison. It is somewhat surprising therefore to 
learn that he has made very little money out of 
them or at least, very little in comparison with 
what he might have made...in a recent interview 
he said. If an Inventor happens to put some­
thing on the market that is of real worth and 
the pirate sees it, the first thing the inventor 
knows, is that he has a powerful rival which 
threatens to engulf him at the start. The pirate 
claims the invention. so does the real inventor 
but it is the latter who has to prove his wright, 
and as it takes a long while to even prepare his 
case, he Is disheartened from the beginning. The 
capitalists draw on the Inventors share in the 
invention and as all the odds are against him, 
the inventor has very little chance.^

1. The Roosevelts also took annual trips to Europe so that James 
Roosevelt could visit the spas. On one of these trips F.D.R. 
was placed in the Nauheim Volkschule "to improve his German".
On another he and his tutor went on a bicycle trip through France

2. Tutorial Notebook, 29 Sept. 1891, Roosevelt Library.
3. Tutorial Notebook "Anglais", May 1893, Roosevelt Library.

Spelling and punctuation by F.D.R.



www.manaraa.com

7.
Here are two examples of an attitude of concern for the exploited
and the underdog that was characteristic of the Roosevelts’
feeling of noblesse oblige.

P.D.R. felt that his ’'affluent heritage" should be used as
a basis for service to the community, that it was not enough for
the well-to-do to merely set an example for others, but that
they had to take an active role in community life. He expressed
this idea in an essay written, while a student at Harvard, on
the subject of his colonial ancestors:

Some of the famous Dutch families in New York havenothing left but their name --  they are few in
numbers, they lack progressiveness and a true demo­cratic spirit. One reason --  perhaps the chief --
of the virility of the Roosevelts is this very demo­
cratic spirit. They have never felt that because 
they were born in a good position they could put 
their hands in their pockets and succeed. They felt, 
rather, that, being born in a good position, there 
was no excuse for them if they did not do their duty by the community, and it is because this idea was 
instilled into them from their birth that they have 
in nearly every case proved good citizens.
This statement by young Franklin Roosevelt interweaves two 

concepts, "progressiveness and a true democratic spirit" with 
"duty by the community". This combination of democracy and 
noblesse oblige was inherent in the social philosophy of the 
Hudson Valley gentry. If the individual has a responsibility 
to the community, then each must have the opportunity to take 
part in community affairs on an equal basis. Responsible and 
independent citizenship in a society of mutual respect and

TT Franklin D. Roosevelt, "The Roosevelt Family in New Amster­
dam before the Revolution" (Harvard College sophomore thesis, 1901. Roosevelt Library), p. 7.
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consideration was the ideal, and It was up to the gentry to set
an example which others could voluntarily follow. •*-

This same combination of democracy and noblesse oblige was
found In the Jeffersonian democracy of the early years of the

2nineteenth century, and the Hudson Valley gentry shared in and 
retained these beliefs. However, these ideas were no longer in 
the main stream of American political thought. Jeffersonian 
democracy had given way to more equalitarian ways of thinking in 
the Jacksonian period, the Civil War had destroyed the southern 
landed aristocracy and started an aristocracy of wealth on Its 
rise to power, and the conquest of the west had had its influ­
ence on new ideas of democracy. While all this was going on 
the Hudson Valley gentry retained ideals that were at best out­
moded: the idea of aristocracy implied by the concept of
noblesse oblige was no longer a part of the American democratic 
tradition.

The Roosevelts had not always been members of the landed 
gentry. The first of the family in America, Claes Martenszen 
van Rosenvelt, had come to New Amsterdam from the Netherlands 
In 1644 and seems to have been just an ordinary, undistinguished 
citizen. His son, Nicholas, born in 1658, took the name Roosevelt;

TT An interesting discussion of the connection between noblesse
oblige and democracy in Franklin D. Roosevelt’s family heritage 
Ts to be found in "What’s to Become of Us” Fortune, Vol. VIII, No. 6 (Dec. 1933) pp. 114-117.

2. Arthur M. Schlesinger uses the term "Jeffersonian Aristocracy" and points out that in the early 19th century "political power 
had shifted...to a landed aristocracy...functioning as the guardian and protector of the masses" and "moved rather by a lofty spirit of public service and a sense of noblesse oblige than by unfaltering acceptance of democratic dogma". See 
Arthur M. Schlesinger, New Viewpoints in American History, 
(N.Y., Macmillan, 1922)1 pp. 84-5.
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he opened a trading station at Esopus, N. Y., on the Hudson, 
near the present city of Kingston, and dealt for furs with 
the Indians. Later he moved to New York City, where he opened 
a drygoods store, served several terms as Alderman, and was a 
substantial and successful merchant.'1' He was a direct ancestor 
of both Theodore and Franklin D. Roosevelt.

One of his sons, Jacobus, born in 1692, was a succesful 
merchant in New York City. He dealt in general merchandise 
such as cloth, coal, knives, shirts, tallow, butter, indigo, 
pepper, pins and so forth, but specialized in sugar, molasses 
and rum. Close relations were maintained with the firm of 
Daniel Crommelin and Sons of Amsterdam from whom he imported 
many manufactured articles. Jacobus branched out into real es­
tate in Westchester County and Connecticut, as well as in New 
York City, he invested in mortgages, he lent money, and even 
owned an interest in a grist mill at Rye, N. Y. for a time. At 
the time of his death he willed a large amount of real estate
in New York City, New Jersey and Long Island to his numerous

2children and relatives.
Isaac Roosevelt, son of Jacobus born in 1726, continued 

the family business in sugar, molasses and rum, building the 
first sugar refinery in New York City. A moderate Whig, he 
was elected to the provincial Congress in 1775 and was a member

IT far-bridge, ££. cit., pp. 26-27.
2. "Papers of Members' of the Roosevelt Family, 1715-1863"

(Rosedale Papers) at the Roosevelt Library contain numerous 
business papers of Jacobus Roosevelt, including deeds, mort­gages, invoices, etc., and his will, from which this brief 
description of his business affairs was drawn.
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of the Committee of One Hundred, organized in New York City to 
keep order and protect property from the radical revolutioniata. 
A member of the State Constitutional Convention in 1777, he was 
also elected to the first State Senate, serving from 1778 to 
1783. After the revolution he resumed the sugar business and 
helped organize the Bank of New York.-*-

Isaac was the last of F.D.R.'s forebears who was engaged 
primarily in business activities. Isaac's son (F.D.R.'s great­
grandfather) left the business of sugar merchant to become one 
of the landed gentry. For a time he owned a large farm In 
Harlem, covering the area now bounded by 110th St., 125th St., 
Fifth Ave. and the East River. But in 1819, he bought the Mt. 
Hope estate at Poughkeepsie, and became a new member of the well 
established group of Hudson River gentry. Politically a Federal 
ist, he was a member of the State Assembly (1796-7) and a New 
York City Alderman (1809). James Roosevelt, Incidentally, was 
the first Roosevelt to have a college education, graduating 
from the College of New Jersey (later Princeton University) in 
1780.2

F.D.R.'s grandfather, named Isaac after the patriot Isaac 
Roosevelt, was the first of the family to live solely at the 
Mt. Hope estate. Graduated from the College of New Jersey In 
1808 and College of Physicians and Surgeons (later the Medical 
School of Columbia University), he became a doctor in 1812.

TI This description of Isaac Roosevelt's business and public 
life is condensed from Karl Schriftgiesser, The Amaelng 
Roosevelt Family, N.Y., Wilfred Funk, 1942), pp. 108-21.

2. Ibid, pp. 177-81.
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Eut he found the practice of medicine distasteful, married Mary 
Aspinv/all, daughter of a wealthy Hudson Valley family, and 
settled down permanently on his estate*^ His son, James, was 
the father of F.D.R. and moved to Hyde Park when the State pur­
chased Mt. Hope for the Hudson River State Hospital.

When F.D.R.'s grandfather acquired his country estate at 
Poughkeepsie he moved out of the main stream of American economic 
life into a backwater: the life of the Hudson Valley gentry was
more closely akin to 'that of the English lord than to any American 
developments of the time. Indeed, the oldest families had held 
manors in pre-revolutionary days modeled after their English 
counterparts, with rents and dues of various sorts paid by the 
tenants. Of course, the feudal dues had long since been abolished, 
but this was still the closest thing to landed aristocracy that 
remained in America. While New York City was becoming the finan­
cial capital of America, while fortunes were being made or in­
creased in trade, finance, and real estate, F.D.R.'s grandfather
chose the older way of life --- he became a country squire rather
than a city capitalist.

The Civil War came, went, and the Roosevelts remained country 
squires. It is true that F.D.R.'s father attempted to gather a 
bit of the financial spoil of reconstruction by his participation 
in railroad reorganization in the south, but he left economic 
pursuits for his estate at a relatively early age. The great 
developments of post-Civil War America by-passed him: industry,

1. lbfct, pp. 181-3.
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stimulated toy the war, was expanding rapidly; the land and re­
sources of the west were toeing preempted and exploited; a new 
aristocracy of wealth had appeared, along with a new working 
class; the middle-western farm was applying machinery to the 
prairie lands. In none of these developments did the Roose­
velts take part.

It has been said that the America of the post-Civil War 
era had a dual nature: "Agricultural America, toehind which lay 
two and a half centuries of experience, was a decentralized 
world, democratic, individualistic, suspicious; industrial 
America, toehind which lay only half a dozen decades of bustling 
experiment, was a centralizing world, capitalistic, feudal, 
amto I ti ou s . " ̂

The Roosevelts, with their English, manorial heritage, 
were not of either world, but they had interests in common with 
tooth. Although landowners, they were not farmers in the sense 
that the mortgage-ridden homesteader was, nor even the pros­
perous, independent farmer of the mid-west. They were estate- 
owners, with hired labor and an income from investments. Like­
wise, although the Roosevelts were not industrialists and 
had not taken part in the exploitation of the west, much of the 
family*s income was derived from investments In this capitalist 
side of America. Even the invested wealth, however, had been 
derived originally from trade and finance and not from industry.

Being neither farmer, industrialist, nor promoter, the habits

1. Vernon L. Farrington, Main Currents in American Thought 
(N.Y., Harcourt Brace, 1927), Vol. Ill, p. 7.
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of thought of those groups were foreign to the Roosevelts.
They were little concerned, as was the farmer, with cheap 
money, banker control of wealth and railroad monopolies; 
they were not interested in high tariffs and the destruction 
of labor unions, as was the industrialist; they were not con­
cerned with preemption of public lands and subsidies, as was 
the capitalist promoter. Rugged individualism --  the philo­
sophy of unlimited rights and no obligations with the objective
of maximum acquisition of wealth --  passed them by. Success,
the goddess of America in this age, was not their ideal. In­
stead, the Roosevelts clung to the old traditions, honor, dig- 
nity and noblesse oblige.

The fact that the Roosevelt tradition was not that of in­
dustrialist, or farmer, or laborer may well explain, in part, 
F.D.R.’s greatest political asset, his ability to include in 
his program the demands of all three groups. Not being as­
sociated closely with any of the three, he did not have the 
preconceived ideas that would prevent an effective compromise 
program.

Furthermore, the noblesse oblige ideals of his family im­
bued F.D.R. with the principles of community leadership and 
concern for those less fortunate than himself. But while the 
concepts of noblesse oblige would lead to charity, Roosevelt 
was to become a spokesman for newer ideas. The belief that
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government has a responsibility for social welfare and the
individual could claim governmental aid --  ideas then taking
form in the writings of Ward, Ely, Patten and others, and in
the political agitation of the Populists --  went beyond the
ideals of noblesse oblige of the Hudson Valley aristocracy. 
The older viewpoint recognized that the individual had a 
responsibility for others, while the newer argued that the 
community as a whole had a responsibility for its less for­
tunate members. Roosevelt was to show that he could move 
forward from his heritage in the Hudson Valley aristocracy 
to modern ideas of welfare legislation that were more ap­
propriate to the needs of a complex industrial society.
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CHAPTER II
ROOSEVELT'S FORMAL EDUCATION IN ECONOMICS

In September 1896, at the age of fourteen F.D.R* was entered
In Groton School. The Rev. Endicott Peabody had founded the
school twelve years earlier, modeling It after Cheltenham, the
English public school where he had been educated. The school
had close ties with the Episcopal Church:

This is a Church School indeed; we claim and stand 
by the term. By It we mean not simply a school to 
which is attached a system of religion conducted 
after the manner of the Episcopal Church.... We 
mean that man and God belong together, and that 
education alone is worthy of man's nature which 
enables him to realize and to Incorporate into his 
life this paramount fact.-*-

A religious atmosphere was maintained: sacred studies, taught
by Peabody himself, was a required course in all six years, and 
chapel attendance was required twice daily.

The curriculum was oriented toward the classics and England, 
in addition to religion. Six years of Latin and four of Greek 
were required, while French and German were optional. Ancient 
history was taught for three years, English history for two, 
American history for only one. The English courses took up 
English rather than American literature. A good training in 
mathematics was given --- six years study ranging from arith­
metic to trigonometry. Indications of change In the curriculum

17 Sermon by Rev. Endicott Peabody, 14 October 1900, in Conse- 
cration of St. John's Chapel, Groton School (Boston, T~. R. 
Marvin "and"’Son, 1900), pp. 25-6.
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were present, however; geography was the only required "sci­
ence”, but physics was optional, and political economy, which 
included current economic problems, government, and foreign 
affairs, was also taught.

In his first year at Groton F.D.R. had the course in 
political economy. It may seem strange that a private school 
In the nineties, emphasizing religion and the classics, should 
teach such a course, but Groton did not consider itself isolated 
from the world of affairs. In educational circles of the time 
there was discussion of teaching the subject in secondary schools,"^ 
and in that respect Groton was in the forefront of educational 
thinking. Fortunately, F.D.R.’s notebook for this course Is 
preserved at the Roosevelt Library and we can summarize his first 
contact with formal economics.

The course was taught by the lecture and discussion method,
and the instructor was probably Guy Ayrault, who had come to

2Groton in 1886 after graduating from Columbia College. It be­
gan with a discussion of the economic Issue of the day; silver 
vs. gold. This was September of 1896 and a national election 
would come in a month and the issue of the campaign was "free 
silver". Altgeld and his supporters had written a platform for

T7 Joseph Dorfman, The Economic Mind in American Civilization 
(N.Y., Viking Press, 1949), Vol. Ill,'p. £39.

2. The Groton School Catalogue for 1896-97 describes the course 
as follows; "Political Economy. Fundamental Principles of 
Political Economy. Lectures and Discussions. No textbook 
used."
There is no record of who actually taught the course, but Henry H. Richards, Alumni Recorder of Groton School is "rea­
sonably sure that the course in question was given by Guy 
Ayrault." (Richards to the author, 29 Nov. 1952).
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the Democrats that took over in large measure the Populist pro­
gram; Bryan had stampeded the Democratic convention with his 
wCross of Gold" speech; the mortgage-ridden farmer had seized 
upon the issue of free coinage of silver as the answer to his 
economic problem. On the other side, many business and finan­
cial interests felt that free coinage of silver was inflationary 
and would reduce the value of accumulated wealth and invested 
capital; they supported McKinley with one of the largest cam­
paign funds in American history in a bitter and hotly-contested 
campaign.

As might be expected in a private school patronized by the 
wealthy, gold had all the better of the discussion. It is ob­
vious, ran the argument, that a measure must be stable: a 
yardstick that stretches is of no use. And, since money is a 
measure of value, a dollar must always be of the same value.
Gold is the only suitable standard of value because it is stable, 
while silver is unstable. Furthermore:

Free coinage of silver means...a depreciated dollar.
The immediate losers from a depreciated currency 
are those who have laid by a good dollar, and will 
receive back a depreciated dollar,...bank depositors, 
...members in various Insurance concerns,...pen­
sioners ,.. .all those that are creditors. But the 
greatest loser of all Is the working man.

The worker finds his real Income falling because prices would
rise, faster than wages. Thus, all groups in the economy would
be injured.

The next subject taken up was capital. In a decade that 
encompassed two periods of business depression, and in a year
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that was one of the more depressed of the decade, it was
pointed out that capital was the means of expanding production,
and there could never he too much capital*

A glut of capital is impossible until everyone has 
everything he wishes, but there may be too much 
capital invested in a particular business; in that 
case capital will be withdrawn and will seek in­
vestment elsewhere.

And, as far as interest was concerned, it was a reward for ab­
stinence and risk-bearing.

In discussing the value and exchange of commodities it was 
pointed out that cost of production is the normal price of a 
commodity, with supply and demand factors causing fluctuations 
around the normal price. That this doctrine was based on the 
assumption of competition was recognized:

Of course the laws of Demand and Supply cannot op­
erate unless there is freedom of Competition. A 
trust or combination to put up prices is in re­
straint of Free Competition.

But, although the trust was mentioned, nothing was said of the
movement toward merger and monopoly that was occurring at the
time •

Since cost of production was held to determine normal price, 
it was necessary to analyze rent, profit and wages. Rent, 
following the Ricardian theory, results from differences in pro­
ductivity: the owner of highly productive land can charge a
higher rent than the owner of less productive land, while the 
owner of the least productive land will obtain no rent. As for 
profits, they are "that portion of wealth produced which goes 
as a reward for ability in managing business1'.
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The discussion of wages was a curious mixture. First

came a paraphrase of John Stuart Mill that restated the ’’wages
fund” doctrine, a doctrine that had been rejected by most

1serious economists since 1876:
Wages are paid from capital. The greater the capi­tal of a country, the greater the amount of wages 
paid. The rate of wages is determined by demand 
and supply.

There followed an unsure statement of the Malthusian theory 
that an increase in wages results in a higher level of living 
and then is followed by a population increase that depresses 
wages once more.

But if real wages cannot be raised through higher wage 
rates, what recourse does the worker have? Only an increase 
in productivity results in higher real wages because it causes 
price cuts, and with the same money wages the worker can buy 
more. On the other hand, an increase in money wages in a par­
ticular industry does not benefit the worker because profits 
are reduced below normal and a withdrawal of capital reaults.
Nor is the strike an answer:

A strike is like a war, costly and cruel, and it 
would seem that boards of arbitration are the 
rational way of settling differences between 
Capital and Labor.
Just as the course began with a discussion of a major issue, 

so it ended, with a long treatment of tariffs. The tariff system

TI Mi IT had abandoned the theory in 1869 in a review of Thornton's 
Labour and Its Claims, but retained it in later editions of 
his Principles of Political Economy. Francis A. Walker's book The Wages Question (1876). sounded the death knell of the wages fund doctrine.
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of the nineties was described as special-interest legislation 
benefiting the manufacturer and resulting in high prices. It 
had been largely formulated in legislation immediately following 
the Civil War, and each tariff law passed since then benefited 
more and more manufacturing interests* However, there were no 
theoretical criticisms of tariffs and no theoretical arguments 
for free trade: the discussion, at least as it appeared in
F.D.R.fs notebook, was historical and statistical, with much 
data on prices, tariff increases, and benefits for particular 
manufacturers.

This was F.D.R.’s introduction to systematic economic 
thought. The course was in the classical vein, its heart being 
the theory of value and distribution and its emphasis on costs 
of production. The main doctrines were derived from Ricardo, 
Say, Maithus and John Stuart Mill. Parts of it were outmoded 
by 1396; its saving element was the extended treatment given 
the main issues of gold vs. silver and tariff legislation. Like 
the orthodox economics of the period, there was nothing in the 
course that might be termed critical of the capitalist order.

In his extra-curricular activities at Groton, F.D.R. ex­
hibited interest in public affairs and in charitable activities
  as we might expect from his family background of noblesse
oblige.

He was interested in the visiting lecturers, who were often 
men of outstanding accomplishments such as Jacob Riis and Booker 
T. Washington. He wrote to his mother:
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Mr. Riis stayed over yesterday and last night gave 
a most Interesting lecture on the poor in New York, 
with stereoptlcon views, and there was great en­
thusiasm over him and the whole school cheered when 
’’Teddy’s” picture was thrown on the screen.
The leading events in international affairs aroused con­

siderable interest among the students. The Boer War, which be­
gan in October 1899, caused considerable discussion and F.D.R., 
sympathizing with the underdog, took the side of the Boers, much 
to the chagrin of his pro-British mother:

Hurrah for the Boers I I entirely sympathize with 
them.2
I am to debate in two weeks, but I fear I cannot 
get the Boer question as we debate second, and the first batch will take it.®
I think you misunderstand my position in regard 
to the Boers. I cannot help feeling convinced 
that the Boers have the side of right and that 
for the past ten years they have been forced in­
to this war. I am sure you will feel this if 
you only read up on the Boer case. However, un­
doubtedly, now that the war is actually on, it 
will be best from the humanitarian standpoint 
for the British to win speedily and civilization 
will be hurried on, but I feel that the same re- 4 
suit would have been surely obtained without war.
F.D.R. took an active interest in the debating society for 

the four years he was at Groton. The group was primarily con­
cerned with international affairs during this period, and par­
ticularly the issues raised by American imperialism in the late

17 F.D.R. to Sara Roosevelt, 23 Jan. 1900, Letters, Vol. I, p.379
2. F.D.R. to Sara Roosevelt, 10 Nov. 1899, Ibid, p. 358.
3. F.D.R. to Sara Roosevelt, 11 Jan. 1900, Ibid, p. 374.
4. F.D.R. to Sara Roosevelt, 21 Jan. 1900, Ibid, p. 378.
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nineties: the Nicaragua canal, whether or not the navy should
be enlarged, annexation of Hawaii, the problem of China, inde­
pendence for the Philippines, and the Boer question. F.D.R. 
spoke on all of those subjects. In the formal debates sides 
were assigned, not chosen by the speaker, but F.D.R. happened 
to be assigned the "anti-imperialist” side of all his debates: 
against the annexation of Hawaii, against an American guarantee 
of the Integrity of China, and in favor of Philippine Independ­
ence. He also spoke in favor of a large navy (his cousin ”Teddy" 
then being Assistant Secretary of the Navy).

In his speech in opposition to the annexation of Hawaii,x 
F.D.R. stressed the costs of annexation and defense, the lack 
of value of a colonial empire, the fact that trade could continue 
without annexation. Any defense considerations could be taken 
care of by a naval base at Pearl Harbor. But the young man men­
tioned nothing about the strong business interests entrenched

2in Hawaii, which were demanding annexation.
Another major activity of F.D.R.'s at Groton was the 

Missionary Society.3 This organization was devoted to religious 
and charitable work of various sorts: It held religious services
in various localities near Groton, it supported a Boys* Club in
Boston, and it established and ran a summer camp at Squam Lake,

TI Ib'id, pp. 160-165.
2. F.D.R. valued very highly his debating experience at Groton. 

After he became President he gave annual prizes to the fore­
most debaters in the Senior and Junior debating societies there. (Endicott Peabody to F.D.R., 26 May 1936: F.D.R. to Peabody, 11 June 1938, Roosevelt Library).

3* Letters, op. cit., pp. 240-241, 253-55, 282-86.
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New Hampshire, for underprivileged boys. Elected to the society 
in 1898, F.D.R. and another boy were appointed "special mission­
aries" to look after an old Negro lady living near the school: 
they were to visit and talk to her, feed the chickens, see that 
she had coal and water, and dig her out in case of snow. A little 
later in the winter P.D.R. was part of a team that held religious 
services in the neighborhood, P.D.R. being the organist. His in­
terest in the Missionary Society continued after graduation: at
Harvard he spent "a good deal" of time at the Boys' Club in 
Boston, teaching, helping out with entertainments, and partici­
pating in sports.

We find P.D.R. at Groton, then, in an environment with the 
same orientation and ideas as his home, but associating with more 
young people of his own age. However, the horizons are broader: 
P.D.R. has come into contact with and entered discussions at 
second hand of some of the problems of poverty. He remained, on 
the other hand, a wealthy young man in the company of other 
wealthy young men. Nor was P.D.R. outstanding either because he 
was brilliant or different: the Rev. Endicott Peabody writes 
that

There has been a good deal written about Franklin 
Roosevelt when he was a boy at Groton, more than 
I should have thought justified by the impression 
he left at the school. He was a quiet, satisfac­
tory boy of more than average intelligence, taking 
a good position in his form but not brilliant.
Athletically he was rather too slight for success.We all liked him. So far as I know that is true 
of the masters and boys alike.2

X: "TbTd, p. 434.
2. Ibid, p. 34
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Prom Groton Roosevelt went to Harvard College. Entering 

in 1900, he completed the requirements for the degree in three 
years, but stayed on for a fourth, partly because he had been 
elected editor of the school paper and partly to graduate with 
his class. As an undergraduate his major work was in the fields 
of English, history and government, while as a graduate student 
he concentrated In history and economics.-1-

During the four years at Harvard Roosevelt lived in West- 
morley Hall, south of Harvard Yard on Bow Street (Adams House 
now occupies the site) and just one short block north of Mount 
Auburn Street. In those days the students at the College were 
divided into two cliques, the ”Yard” clique that lived In the 
College dormitories and the ’’Gold Coast” clique that lived in 
private residence halls on and near Mount Auburn Street. Roose­
velt was one of the latter group, and the many Invitations to 
social affairs that remain among the papers at the Roosevelt 
Library attest to his participation in its activities. But the 
other side of college life was study and although Roosevelt was 
not an outstanding student, he took courses and passed them.
No study of his economic or political thought can ignore those 
four years spent at the outstanding American university.

Roosevelt took Harvard’s introductory course In economics 
in his second year. Although Prank W. Taussig usually taught 
some sections of this course, he did not do so in that year and

TI i'or the four years Roosevelt accumulated the following se­mester hour credits: history 36; English 25; economics 18;
government 18; geology 9; French 6; Pine Art 6; philosophy 3.
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Roosevelt’s instructor was Assistant Professor A* Piatt Andrew.^
The first half-year of the course was devoted to the classical

2triad of production, distribution and exchange. The foundation 
of the course was the great synthesis of classical economics in 
Mill’s Principles, supplemented by more recent modifications in 
Hadley’s Economics. Production was defined as production of 
useful goods and services, or utility, and depended upon division 
of labor and capital accumulation for its increase. Mill’s ac­
ceptance of the Malthusian theory of population was rejected, as 
was his theory of wages, the so-called "iron law" that wages 
tend toward a mere subsistence level unless there are effective 
checks to population growth. The wealth produced in the economy 
was distributed in the form of wages, profits and rent. There 
was considerable discussion of the theory of wages and a number 
of then-current ideas were discussed.

The course in general could be characterized as "middle of 
the road" or "traditional" for its time, but it was not a mere 
parroting of John Stuart Mill, as was Roosevelt’s course at 
Groton. The basic outlook was typified by Andrew’s statement

TI Andrew later became chief research economist for the National 
Monetary Commission (1908-12) which recommended reform of the banking system, and was Assistant Secretary of the Treasury under President Taft.

2. Required reading for the semester was:
John Stuart Mill, Principles of Economics: pp. 17-27; Book I, 
Ch. 3-6 (except pp. 94-103 and Il0-l27), 8, 10; Book II, Ch.3, 11, 14-16; Book III, Ch. 1-5, 7-13.
Arthur Twining Hadley, Economics; An Account of the Relations 
Between Private Property 'and Public Welfare: Ch. 3, 7 (except 
sections 313-228), 9^ 10 (sections 346-352 only)•
See G. M. Blakney, Tutorial Outline for Economics I (1901-02). Harvard Archives.
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that

"The competitive system is more advantageous than 
any other. If prices were fixed by law the price 
would not be raised by increasing demand, and 
hence supply would not be increased to meet the 
demand of the community. Competitive forces ad­
just prices and demand much better; than could a 
government."!
The theoretical description of the functioning of a market 

economy was supplemented In the second half year by a discussion 
of four major problem areas: international trade and tariffs,
banking, the trust problem and labor and social insurance.^

In discussing these problems Prof. Andrew showed a critical, 
reforming bent within the framework of his traditional economic 
theory. He vigorously demolished the arguments in favor of 
tariffs, and presented the tariff history of the United States 
as a succession of special interest enactments detrimental to 
the consumer and benefiting only relatively small groups. His 
discussion of banking was devoted to a description of the 
National Banking System and the contrast with foreign central 
banks; the failings of the American system were clearly delineated. 
The growth of trusts in America was strongly criticized. Although 
Andrew pointed out the advantages of large-scale production, he 
insisted that "the main aim of promoters of combination is to

TT G." 'M. Blakney, Tutorial Outline for Economics 1 (1901-02) 
p. 34. (Harvard Archives)

2. Required reading for the second half-year was:
Mill, Principles: Book III, Ch. 17-18, 20-21, 25 (Section 3-4) 
Book V7 Ch. 1 fSections 5-6); Ch. 10 (Section 1); Book I, Ch. (Sections 1-2).
Hadley, Economics, Sections 467-493 and Ch. 6.
Charles Phi Dunbar, Chapters on the Theory and History of Banking, 
Ch. 1-7 and 9-12.
See Sglf-Tutoring Notes, Economics 1. 2nd half 1902, (Harvard Archives). these 'tutorial notes" contain summaries of Andrew’s 
lectures to the class of which Roosevelt was a member.

CO'
**
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secure such a control over a particular article as to allow 
the fixing of a monopoly price" and that "the attempt to pro­
hibit combination has proved futile and has simply driven the 
competing concerns into closer consolidation".^

Convinced of the evils of monopoly, Adrew advocated no 
drastic remedies, relying on such proposals as publication of 
corporation accounts, a federal incorporation lav;, reduction 
of tariffs and changes in the patent law* He was optimistic:
"the development of the Trust does not mean we are leaving be­
hind the era of competition"*^

The course closed with a discussion of the labor problem, 
with Andrew taking a middle-of-the-road position: unions have
a definite place, but also some faults. Unions were necessary 
to protect the worker, whose bargaining position was poorer than 
the employer1s and recognition of the right to organize resulted 
in changes for the better in trade union policy: namely, elimi­
nation of political goals and reduction in socialistic tendencies. 
But restrictive practices, the closed shop and the union shop 
were bad aspects of trade union policy. Although Andrew deplored 
strikes, he considered them necessary preludes to the development 
of collective bargaining, and he criticized the settling of 
strikes by injunction instead of by bargaining. Andrew favored 
the laws to promote welfare of the worker that were then being 
debated: the eight-hour day, restrictions on child and female
labor, old age pensions, social insurance. The final lecture in

'Self-Tutoring Notes, op* clt., p. 37.
2. Ibid, p. 40.
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the course was on socialism: Owen, St. Simon, Fourier, Blanc,
Proudhon, LaSalle and Marx were all covered in one hour.

Roosevelt did not follow up his introductory economics 
course immediately. In the next school year he completed the 
undergraduate requirements, concentrating heavily in history, 
government and English. Nevertheless, Roosevelt stayed at 
Harvard for a fourth year, in part because he had been elected 
editor of the Crimson, Harvard’s undergraduate newspaper, and 
took graduate courses in history and economics. The courses 
Roosevelt took in this year, 1903-04, that are relevant to the 
tracing of his economic thought were:

History 10B. American History: The Development
of the West. Prof. Frederick J. Turner

Economics 5. Economics of Transportation. Prof.
William Z. Ripley

Economics 9B. Economics of Corporations. Prof. Ripley
Economics SB. Banking and the History of the Leading-Banking Systems. Prof. Oliver M. W.Sprague
Economics 8A. Money: A General Survey of Currency

Legislation, Experience and Theory in 
Recent Times. Prof. Andrew.

Roosevelt’s course in ’’The Development of the West” was 
taught by Frederick Jackson Turner, whose ’’frontier theory” not 
only reshaped the writing of American history, but also was a 
forerunner of the ’’mature economy” economics of the 1930’s.
Turner at this time (1904) was at the height of his analytical 
powers: 'his path-breaking essay, ’’The Significance of the Frontier 
in American History”, had been published eleven years earlier, and 
had been followed by a series of articles which discussed the
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economic and political effects of the passing of the frontier.

Turner’s basic thesis was that ’’American institutions... 
have been compelled to adapt themselves...to the changes in­
volved in crossing a continent, in winning a wilderness, and in 
developing at each area of this progress out of the primitive 
economic and political conditions of the frontier into the com­
plexity of city life.”’1' The influence of the frontier was a 
dual one: it promoted unity and it helped develop ideals of
democracy and individualism. Furthermore, American development 
was the history of a series of frontiers, with a perennial re­
birth of the influence of frontier life on the larger society 
as America moved westward.

But what was to happen now that the frontier was gone? 
Turner noted two developments. The first was imperialism: the
impulse toward expansion that characterized the frontier period 
continued in ’’demands for a vigorous foreign policy, for an in- 
teroceanic canal, for a revival of our power upon the seas, and
for the extension of American influence to outlying Islands and

2adjoining countries”. The second development was the extension 
of government activity to alleviate discontent that formerly was 
worked out on the frontier:

TT Frederick J. Turner, ’’The Significance of the Frontier in 
American History” (Report of the American Historical Asso­
ciation for 1895, reprinted in The Frontier in American 
History, H. Y.',"Henry Holt, 192(J, pp. 1-3&), p. 2.

2. Frederick J. Turner, ’’The Problem of the West” (Atlantic 
Monthly, Sept. 1696, reprinted in The Frontier in American History, pp. 205-21), p. 219.
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The free lands are gone, the continent is crossed, 
and all this push and energy is turning into chan­
nels of agitation. Failures in one area can no 
longer be made good by taking up land on a new frontier.... Now the frontier opportunities are 
gone. Discontent is demanding an extension of gov­
ernmental activity in its behalf. In these demands 
it (western discontent) finds itself in touch with 
the drpressed agricultural classes and the working­
men of the South and East. The Western problem is no longer a sectional problem: it is a social prob­
lem on a national scale.
Turner, explaining rather than approving the demand for 

governmental Intervention In economic affairs, Indicated that 
it stemmed from factors Inherent in the development of a fron­
tier land. The early west of almost self-sufficing families 
in which liberty and equality flourished felt the Impact of
"the great forces of modern capitalism". The strongest
triumphed and the "captains of industry arose and seized on
nature’s gifts". The basic political problem was whether the
United States could reconcile popular government and culture 
with the huge industrial society of the modern w o r l d " T h e  
problem was doubly significant because "the labor class has 
been so recruited by a tide of foreign immigration that this 
class is now largely made up of persons of foreign parentage 
and the lines of cleavage which begin to appear in this country 
between capital and labor have been accentuated by distinctions

1. Ibid., pp. 219-220. This statement Is almost prophetic, 
for Roosevelt was to unite the agricultural south and west 
and the eastern workingman around just such a philosophy 
of the positive state as Turner described.

2. Frederick J. Turner, "The Middle West" (International 
Monthly, Dec. 1901, reprinted in The Frontier in Ameri­can History, pp. 126-56), pp. 15 3"-5 •
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nationality"o1
Turner believed that "the problem of the United States is 

not to create democracy, but to conserve democratic institu­
tions and ideals" in the face of "a type of industrial leader 
so powerful as to be the wonder of the world". But he added 
that "it is still to be determined whether these men constitute 
a menace to democratic institutions, or the most efficient fac- 
tor for adjusting democratic control to the new conditions".

Turner's course at Harvard was a course in history and not
*Zcurrent politics. As a consequence, the history of the de­

velopment of the west was covered in detail, along with much 
discussion of the effect of the westward movement on political 
and economic currents. The emphasis was placed upon the inter­
relationships between economic, political and social changes in 
the frontier regions and upon the continuation of change after 
the west was occupied. Turner presented his analysis of current 
trends in his last lecture: the free lands are gone, economic
concentration is growing, and the west is turning toward federal 
control and away from individualism.

While Turner was presenting his economic interpretation of 
American development, William Z. Ripley was documenting with a 
vast array of facts the abuses of monopoly and big business.

TI Frederick J. Turner, "Contributions of the West to American 
Democracy" (Atlantic Monthly, Jan. 1903, reprinted in The 
Frontier in American History, pp. 243-68), p* 245.

2. Ibid, pp. 266-7.
3. Notebook of Albert G-. Waite for History 10B, Spring 1904, 

Harvard Archives. This notebook contains lecture notes for the classes Roosevelt attended.
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Ripley was a man of many pursuits. His earliest inter­

est was in ethnolog^r, and his hook The Races of Europe, pub­
lished in 1899, has remained a classic in its field since 
its appearance. But a strong reforming bent took him into 
economics and he took up the study of the "trust problem", 
the "railroad problem", and public utilities. When Roosevelt 
was at Harvard Ripley taught statistics, problems of labor, 
economics of corporations and economics of transportation. 
P.D.R. studied the latter two subjects under Ripley in the 
school year of 1903-04.

"Big business" and the "trust" were major economic and 
political issues in the early twentieth century. The Sherman 
Act had been passed in 1890 in response to a great public de­
mand for some kind of hindrance to the development of monopoly, 
but lack of enforcement and emasculation of the law by adverse 
court decisions had opened the way for the formation of such 
giant combinations as United States Steel Corporation, Inter­
national Harvester Corporation and many others. This great 
merger movement, which determined the structure of many basic 
industries for decades to come, remained a major political 
issue up to the first World War.

Ripley's attitude toward the "trust problem" was ex­
pressed in the introduction to his book of readings, Trusts. 
Pools and Corporations, published a year after Roosevelt 
took his course. After tracing the development of the cor­
poration, pools, trusts
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and holding companies, Ripley pointed out two types of evils: 
first, ’’evils in corporate finance” that Included ’’extravagant” 
promotions, payment of unearned dividends, speculative manage­
ment and overcapitalization;'1' and second, monopolistic control 
that kept prices ’’much higher than the price level under compe­
tition”*^ All of this called for action hy the Federal Govern­
ment, The possible means of reform were federal incorporation, 
federal licenses for participation In Interstate commerce and, 
most important of all, ’’reasonable publicity and administrative
supervision for railroads and great industrial monopolies akin

2to that now applied to National Banks”.
Underlying Ripley’s attitude was a conviction that the 

competitive economy was the most desirable, but he recognized 
that large corporations and giant combinations were a feature 
of the modern economy that had to be regulated rather than 
eliminated:

The ultimate remedy, as applied to all classes of corporations, must come from the courts and 
the legislatures. But in either case the con­
tinued necessity of a strong and steady adminis­
trative control through some permanent board or 
commission, supplementing and giving due effect to the law Is apparent.

1. William Z. Ripley (ed), Trusts, Pools and Corporations, 
(Ginn and Co., Boston and N.Y., 1905), pp. xix-xxiv.
Ibid, p. xxv.

3. Ibid, p. xxx.
4. William Z. Ripley, ’’The Capitalization of Public Service 

Corporations” (Quarterly Journal of Economics, Vol. XV, 1900, pp. 106-137), lbTd“ — pTT4,g.
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Ripley's course in the economics of corporations was a de­

tailed exposition of these v i e w s H e  began with the history 
of the development of the corporation and big business, the pools 
of the 1880's and trusts. But the heart of the course was a dis­
cussion of the financing of corporate mergers or combinations.
The first step is for a promoter interested In financial profits 
to organize a company and, as secretly as possible, buy up the 
properties to be combined, disregarding high prices or over­
capitalization. After options to acquire properties are ob­
tained the parent company is formed, preferably with dummy direc­
tors subservient to the promoters or bankers. Then, after sale 
of properties to the parent company, securities are sold to the 
public, often with exaggerated or false prospectuses and with 
"wash sales" to keep the sale price of the securities at a high 
level. In most cases the capitalization of the new company Is 
too large and reorganization often is the result. Throughout

TI TEeT*Notebook of Albert G. Waite for Economics 9B, Economics 
of Corporations, 1904 (Harvard Archives), gives us a picture 
of the course Roosevelt had as well as Ripley’s approach and 
main ideas. The required reading included substantial por­
tions of Jeremiah W. Jenks1 The Trust Problem, E. S. Meade’s Trust Finance, Richard T. El^’s Monopolies and Trusts, and 
John A. Hobson's Evolution of Modern Capitalism.
From time to time additional assignments were made, of two 
types. First, scholarly and scientific studies: articles in 
kke Economic Journal, Quarterly Journal of Economics, Political Science Quarterly, and the Journal of Political' jEconomyT the text of the" Northern Securities decIs ion of 1904, and parts of 
the U.S. Industrial Commission Report on Trusts. Second, 
popular works, some of them of a muckraking type: Ida Tarbell’s
and G. H. Montague’s books on the Standard Oil Company, an 
article by Lincoln Steffens in McClure’s Magazine, and John Moody's Truth About the Trusts.
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this whole process speculation by insiders is rife and some­
times is featured by stock market "raids” by outsiders to 
wrest control from the "ins". Of course, in addition to the 
profits of the promoters and financiers (20 percent was "mod­
erate") are the advantages derived from control of prices, of 
suppliers and of labor.

All of this was related with much detail and documentation. 
It was scholarly muckraking of the highest order. The students 
must have loved it.

Ripley closed with a brief discussion of cartels in Germany 
and the favorite prescription, in those days, for relief from 
business abuses: the enforcement of full publicity of corporate
actions both to the public and to the stockholders.

One of the most Important phases of the problem of big 
business in the early years of the twentieth century was the 
"railroad problem". These ŵ ere the days of Harriman and Hill, 
of the Northern Securities Company, of the attempt by George 
Gould to develop a coast-to-coast system, of the "secret agree­
ment" between the Pennsylvania and New York Central to eliminate 
competition in the "trunk line" area, of J. P. Morgan’s develop­
ment of the southern railroads. It was also the period of the 
Elkins Amendments (1903) to Interstate Commerce Commission Act, 
the Hepburn Act (1906) and the Mann-Elkins Act (1910), all of 
which dealt with this pressing economic and political problem.

It was In the field of railway economics that Ripley 
achieved his greatest competence and renown. His two books on
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the subject-*- were standard works for many years.

pRipley’s course on the economics of transportation 
dealt with the problems of railroad rates, finance, consolida­
tion and regulation in much the same texros as his course on the 
corporation. A short historical treatment emphasized develop­
ments peculiar to the American scene: cheap construction,
speculation and public aid. Then followed a discussion of the 
major railroad problems from the viewpoint of protection of the 
public and the investor, with a great deal of detailed documen­
tation of abuses in rate-making, finance and consolidation. For 
example: the American railroads were built through the device
of construction companies, by and large, which were manipulated 
by promoters for high, quick profits; the results were over­
capitalization, "irresponsible or possibly fraudulent" manage­
ment and premature or excessive building of lines. Railroad 
finance as a whole was characterized by speculation, financial 
manipulation b;v insiders, stock-watering and so forth. As far

1. Railroads: Finance and Organization (New York, Longmans,
Green and Co. 191571 and Railroads: Rat6s and Regulations
(New York, Longmans, Green and Co., 1912).

2. The Notebook of Albert G. Waite for Economics 5, Economics 
of Transportation, 1903-04 (Harvard Archives) contains a summary of the course Roosevelt had. It follows, basically, 
the contents of Ripley’s two books on the subject published 
some years later. The textbook used was Emory R. Johnson’s 
American Railway Transportation (N.Y., Appleton, 1903), with 
generous additional-reading assigned in Arthur Twining 
Hadley’s early classic in the field, Railroad Transportation, 
Charles Francis and Henry Adams’ Chapters of Erie, numerous 
articles in the professional economic journals as well as
in more popular magazines, and parts of the report of the 
U. S. Industrial Commission.
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as railroad rates were concerned, the major problem was dis­
crimination resulting from localized and imperfect competition
  charging more for a shorter than for a longer haul, for
example. The problem of obtaining "reasonable" rates in the 
face of the companies’ attempts to charge as much as the traf­
fic will bear received secondary emphasis. Consolidation and 
combinations were treated as part of overall railroad strategy 
designed to control traffic flows, to reduce competition and 
rate-cutting, and to obtain profits for the promoters.

Government regulation was the main remedy for the rail­
road evils. Reliance on a lai ssez-faire attitude was imprac­
tical in the face of high fixed charges^ and the activities 
of promoters, speculators and financiers. Since competition 
could not be expected to survive, government regulation was 
needed to protect consumer and investor. It is interesting to 
note, however, that Ripley was not opposed to voluntary agree­
ments between railroad companies if they would lead to improve­
ment of service and if they were properly supervised.^

1. Hadley had shown twenty, years earlier that when fixed 
charges are high and competition forces returns to a level 
that just covers operating costs, the normal reaction of 
the firms involved will be to eliminate the price-cutting by agreement or merger. Arthur Twining Hadley, Railroad 
Transportation (N.Y., Putnam, 1885). Ripley agreed with this argument.

2. Notebook of Albert G. Waite for Economics 5, 0£. cit.;
Ripley, Railroads: Finance and Organization, op. cit.,
pp. 594-607.
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Economics 8A and 8B, Money and Banking, were the last two 

economics courses taken by Roosevelt at Harvard* By 1904 the 
free silver controversy that had dominated the 1896 presidentia 
campaign and had been an important issue in 1900 had died down. 
But the echoes remained, along with a growing dissatisfaction 
with the banking system and awareness of business fluctuations. 
Concern with these latter Issues led to the great research pro­
ject of the National Monetary Commission from 1908 to 1912 and 
the passage of the Federal Reserve Act in 1914. Harvard’s
courses on money and banking thus had a dual aspect --  they
looked backward at the older controversies and forward to the 
unsolved problems.

Professor Andrew taught the course on Money, although a 
more appropriate title might have been "The Quantity Theory of 
Money".^ The students were given a long reading list on the 
quantity t h e o r y ,^ and were to write a thesis evaluating it. 
"Read and think," said Andrew, "write your own ideas on the sub 
ject." While the students were thinking, Andrev; lectured on
monetary history ---  the use of gold and silver, origins of
paper money, early coinage and its debasement, the monetary 
history of England, the Bullion report and the banking vs. cur­
rency schools in England, inflation in France, and the monetary 
systems of Russia, Japan, India and Mexico. The thread running

TI The Notebook of Albert G. Waite for Economics 8A, 1904, 
(Harvard Archives) contains full notes for the classes attended by Roosevelt.

2. Including chapters and articles by John Stuart Mill, J. Lawrence Laughlin, Francis A. Walker, Frank W. Taussig,
J. F. Johnson and others.
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through the discussion was the general validity of the quan­
tity theory. In this connection Andrew discussed the relation­
ship between the price of gold and the general price level, 
saying that "in the long run Ricardo and the Bullion Committee 
were right in saying that the gold premium and the price level 
wn.ll follow each other. They were wrong, however, in. saying 
that the two movements were simultaneous".■ Andrew was careful 
to point out that the connection was indirect; a rise in the 
price of gold relative to the general price level will increase 
exports and reduce imports, thereby Increasing total demand and 
tending to raise prices.'*'

After this long historical analysis came a discussion of 
price levels: should prices rise, remain stable, or fall for
best economic results? Andrew presented the arguments for and 
against all three, pointed out that rising or falling prices 
each had special advantages which were balanced by disadvantages, 
and ended by endorsing a stable price level.

The next question was the effect of bimetallism on the

1. Andrew’s position that the general level of prices and the 
price of gold move together was close to the orthodox eco­
nomics of his time. J. Laurence Laughlin argued that there 
was a definite relationship between the general price level 
and the value of gold (Joseph Dorfman, The Economic Mind in 
American Civilization, op. cit., p. 274]^ and Fred M . Taylor wrote In 1906 that raising the price of gold would quickly 
result in a lower price level (ibid.., p. 394). None of 
these men advocated a deliberate revaluation of the dollar 
to control prices, but that idea appeared in the theories
of Warren and Pearson in the early thirties and in the gold policies of the early New Deal.
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price level. Andrew presented the more sophisticated argu­
ments of the bimetallists that prices would tend to be 
stabilized at higher levels if free coinage of silver were 
adopted, but then he pointed out the failure of the govern­
ment’s silver purchase program since the passage of the Bland- 
Allison Act of 1873. He described with approval the final 
adoption of a gold standard in 1900.

Andrew summarized his views in the last lecture. A defi­
nite relationship exists betv.een the quantity of money and the 
quantity of credit, and between those two and the price level.
"The quantity theory holds." Andrew’s position was that of 
sound money, stable prices and the gold standard.

Banking and the history of the leading banking systems, the 
full title of Economic 8B, was taught by Assistant Professor 
Oliver M. Vf. Sprague. Sprague was very much interested in mone­
tary and banking reform and the relationship between monetary 

factors and business activity. This interest was to lead to the 
publication, a few years later, of two books that helped set the 
stage for the passage of the Federal Reserve Act in 1914.^- In 
conformity with most orthodox economists at this time, Sprague 
looked upon the business cycle problem primarily in terms of 
financial "crises" and attributed the causes of "crises" to mal­
functioning of the monetary or banking systems. This led him 
to the belief that a strong central

TI History of Crises Under the National Banking System (V/ashing- 
t'on, Govt. Printing Office, 1910) ; and Banking Reform in the 
United States (Cambridge, Mass., Harvard i9ilT.
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bank, well-managed and using the devices of credit control de­
veloped by the Bank of England, could do a great deal to elimi­
nate or mitigate the effects of "crises". A strong note of 
reform along these lines ran through his teachings and writings.

In later years Sprague was to become a leading expert on 
monetary and banking problems. He was economic and statistical 
adviser to the Bank of England from 1930 to 1933, and in 1933 
Roosevelt appointed his old teacher as Assistant to the Secre­
tary of the Treasury.

The emphasis in Sprague’s course was on the relationship 
between commercial bank loans, central bank policy, and the 
quantity of money on the one hand, and price levels and business 
conditions on the other.1 The course began with an historical 
treatment of the development of banking, with emphasis on the 
policies used by the Bank of England at times of financial crisis. 
Sprague’s attitude was that speculative crises normally occurred 
from time to time and that proper action by a central bank could 
avoid them;:

Crises occur in times of speculation. A tendency 
of them Is to bring about an unfavorable trade
balance --  specie flows out, credit falls. If
speculation is checked trouble may be averted.

Tl T?he” Notebook of Albert G. Waite for Economics 8B, 1903 (Harvard 
Archives) gives a summary of the course a year before Roosevelt 
took it. Chief assigned readings were in Charles F. Dunbar’s 
Theory and History of Banking, Walter Bagehot’s Lombard Street, 
George Clare’s Money Market Primer, Charles A. Conant’3 History 
of Modern Banks of Issue and Sprague’s New York Money Market. 
The students were to write two papers: the first on the London 
money market, explaining the cause of the fluctuations in the 
discount rate for any six weeks since 1889; the second on the 
New York money market, doing the same for 60-day "sight bills”. 
Sources to be used were the financial newspapers and journals.
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But if contraction, (of commercial loans) comes too 
late and (the central) bank is weakened by with­
drawal of specie, disaster may arise. Contraction 
may be caused by successive failures (rather than 
by central bank policy) this condition makes people 
fearful of credit. The moment for contraction (by 
central bank policy) has now gone by and contraction 
will be dangerous.f

But in the American economy, with no central bank, there was
nothing to stop a financial crisis. At such times

All banks must combine their powers.... The big 
banks must help, for a general derangement of 
credit affects all institutions. Sudden contrac­
tion of loans blocks transferrence of commodities, 
deranges payments and raises hell generally.

On top of this, the American currency was inelastic: its quantity
did not change as business needs changed. Clearly, reform was 
needed: some form of central bank and a more elastic currency.

It is not possible to determine what or how much Roosevelt 
learned from Harvard’s economics courses. Any comments he may 
have made about them at the time have not been preserved, for the 
most part because his mother had taken a house in Boston to be 
near her son and there were no letters home. Although in later 
life Roosevelt made a few comments about Harvard, he seldom men­
tioned the courses he had.

Nevertheless, it is significant that Roosevelt chose a major 
in economics for his last year and that the courses he took were 
oriented toward economic problems. He was obviously interested 
in the problem of big business (Ripley’s courses) and in monetary

T~. Ibid, pp. 57-9.
2. Notebook of Albert C. Waite, ibid, pp. 285-7. These are 

Waite’s words, not Sprague’s.
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issues (courses given by Andrew and Sprague).•*•

Of equal significance is the fact that his teachers --
Ripley, Andrew and Sprague --  were advocates of economic re­
form, a characteristic they shared with many of their contempor­
aries. They were not men who believed in a laissez-faire state, 
in which the government provides merely the minimum legal frame­
work within which the economy operates freely. Nor, on the other 
hand, did they believe that government should take an active role 
in directing economic activities; they were not advocates of 
planning. The method of reform advocated was government regula­
tion to avoid abuses when and where those abuses existed. Whether 
it was a problem involving corporate financing, monopolistic 
pricing, railroad rates, or monetary instability, Roosevelt's 
teachers advocated an increased role for government in order to 
meet the problem, and the role they advocated was for the most 
part one of regulation. If we can distinguish between a “laissez- 
faire state”, a “regulatory state”, and a “welfare state", Roose­
velt’s teachers would fall in the second category.

After graduating from Harvard, Roosevelt entered the law 
school of Columbia University. He did not distinguish himself as 
a student and showed no great interest in the law. His grades 
varied considerably; in courses in which he was interested he 
did well, while in courses he did not like he did poorly.^ P.D.R.

P.D.R. could have taken courses dealing with various aspects of 
economic theory and the history of economic thought (taught by 
Taussig, Carver, Andrew, Bullock and Gay), economic history 
(taught by Gay, Sprague and Bullock), business-oriented courses in accounting and insurance (taught by Cole and Wambaugh), or 
courses on labor (Ripley), international trade (Sprague), public 
finance (Bullock and Taussig) and agriculture (Carver).

2. Interview with James P. Gifford, Associate Dean of the Law School 20 Sept. 1952; Prank Preidel, Franklin D. Roosevelt; The Ap­
prenticeship (Boston, Little, Brown, 195’2T, pH 76V
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was married during the spring of his first year in law school, 
and, probably because of the distractions involved in the early 
months of married life, failed two courses, Contracts and 
Pleading and Practice. He took make-up examinations after he 
returned from his honeymoon, however, passed them and entered 
the second year with full credit.^' He never did graduate from 
law school or obtain the Ll.E. degree: he took the bar examina­
tions in the spring of his final year, passed, and then dropped 
out of school.^

Roosevelt’s law school courses were, for the most part, the 
usual ones taken by any law student. Only a few of them are im­
portant to a study of F.D.R.’s economic thought.

In his first year Roosevelt took Professor John W. Burgess’
rtcourse in American Constitutional Law. Burgess was a famous 

teacher and a leading expert on his subject; his basic preconcep­
tions were conservative and nationalistic.^

TI Le't'ters, Vol. II, pp. 64-65.
2. Ibid, p. 85.
3. Other courses taken by F.D.R. in his first year (1904-05) with

the teacher and the textbook, were:
Pleading and Practice. Henry S. Redfield. Ames, Cases on
Common Law Pleading; Perry, Common Law Pleading; Thompson,
Cases on Equity Pleading and Practice.
Contracts. Charles T. Terry. Keaner, Cases on Contracts. 
Domestic Relations and Law of Persons. James B . Scott.Smith, Law of Persons.
Equity. James B. Scott. Keener, Cases on Equity.
Real and Personal Property. George" W . Ki r'chwey. Gray, Cases 
on Property, vol. 1; Kirchwey, Readings in Real Property.
Torts. Francis M. Burdick. Burdick, Cases on Torts; Pollock, Torts. ---------------

4. For an analysis of Burgess’ views see Bernard E. Brown, American 
Conservatives: The Political Thought of Frances Lleber and John 
W . Burge as (n’.Y Columbia' University Press, 1951")^



www.manaraa.com

45.
He treated the subject historically, beginning with the con­
stitutional history of the American colonies and bringing it 
up to the Civil War by the end of the semester. Burgess* basic 
theme was taken down by P.D.R. in his notebook; ’’the purpose 
of const, law is to bring the political system into accord with 
the social. This the one great aim of political development.”1 
Throughout the course Burgess sought to demonstrate that consti­
tutional law reflected social and political conditions and that 
changes inevitably came when the social and political environ­
ment changed. He pointed out that one of the great advantages 
of the American constitution was its flexibility, although he 
felt that the process of amendment was too difficult "and has

pthrown a strain on judicial power". Roosevelt attended the 
course quite regularly, and his interest in it is shown by the 
fact that he borrowed other students’ notes for the classes he
missed --  and sometimes did not return them.

In his second year Roosevelt took Burgess’ course in Com­
parative Constitutional Law, and, although no textbook was re­
quired, bought Burgess' two volume Political Science and Com­
parative Constitutional Law. This course was a detailed comparison 
of the American, British, French and German constitutions.

He also had Professor Jackson E. Reynolds r course in

TI P.D'.R., "Notebook on Constitutional Law", unnumbered page. Roosevelt Library.
2. Ibid, p. 41.
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Bailments and Carriers, or public utility law.1 In this course 
P.D.R. studied the growing body of law developing around govern­
ment regulation ofpublic utilities and common carriers. The 
textbook, Beat and Wyman's Cases on Public Service Companies, 
was vigorously underlined by P.D.R. and numerous marginal com­
ments were rnade.^ When Roosevelt took the course the modern 
development of public utility regulation under the rules laid 
down by Smyth vs. Ames (1898) had hardly begun, but earlier 
cases were well covered. Roosevelt's marginal notes in his book 
indicate that Professor Reynolds believed in strong regulatory 
commissions and did not approve of court decisions that weakened 
the commissions. The case of Munn vs. Illinois (1876), which 
laid the basis for public utility regulation by state commissions, 
was carefully annotated as a result of class discussions, and at 
one point in the margin of People vs. Budd (1889) is the remark,

TT Roosevelt also took the following courses in his second year 
(1905-06):
Agency. Jackson E. Reynolds. Wambaugh, Cases on Agency.
Equity. William C. Dennis. Ames, Cases on Equity, vols. 1-2. 
Pleading and Practice. Henry S. Redfield. Thompson, Cases on 
Code Pleading and Practice; New York Code of Civil Procedure. 
Negotiable Raper• George I1. Canfield. Ames’, Cases on Bills and Notes.
Quasi Contracts. James B. Scott. Scott, Cases on Quasi Contract! 
Real and Personal Property. George W. Kirchwey. Gray, Cases on Property, vols. 2 and 3.

2. Joseph H. Beale, Jr. and Bruce Wyman, Cases on Public Service 
Companies, Public Carriers, Public Works and "o'tTher" Rubl'ic 
Utilities (Cambridge, Mass..Harvard Law Review Publ. Assn.,
1'9’6'2')'. Roosevelt's copy is in the Roosevelt Library.
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"knocks out Field’s dissenting opinion in the Munn case".1 
Reynold’s belief in strong regulation is illustrated by nota­
tions made by F.D.R. on two cases involving the Interstate Com­
merce Commission;

The court held the business of carting had nothing
to do with the business of the R.R. ---  but Reynolds
says this is a rather extraordinary decision, for in 
this case there was a clear case of rebate. The Com­
mission have bitterly complained of the attitude of 
the Sup. Court In attempting to limit as much as pos­
sible their powers. The case is clearly wrong to my 
mind, but has never been overruled.^
It was another great shock to the I.C.C. that U.S.
courts could go back of their findings as to fact
and decide the case on its merits. But it is largely 
the fault of the RR's in not submitting all their 
facts to the Commission.^

Roosevelt got one of his better grades in this course, a "B",^ 
and these early studies in public utility law gave him some 
familiarity with one of the major economic problems he en­
countered as Governor of New York.

In his third year at Columbia School of Law, which was not
completed, Roosevelt had Professor George F. Canfield’s course

T Z  TBTd, p. 83. Thi3 dissenting opinion of Field’s was the 
'basis of the decision In Smyth vs. Ames. Roosevelt must 
have missed the discussion of Smyth vs. Ames, because 
that case is not annotated or underlined and there is a 
notation that it should be carefully studied.

2. Pencilled notes by F.D.R. on I.C.C. vs. Detroit, Grand 
Haven and Milwaukee Ry. (18977^ Law School Notes file, 
Roosevelt Library.

3. Pencilled notes by F.D.R. on I.C.C. vs. Alabama Midland Rr.. 
(1897). Ibid.

4. Freidel, _op. cit., p. 76.
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on Corporations and Professor Frank J. Goodnow's course on 
Municipal Corporations.1 The former took up the lav/ of cor­
porations --  their nature, powers and obligations and the
rights and duties of stockholders and directors ---  while the
latter covered the powers of town and city governments, with 
special emphasis on the police power as the foundation of 
government regulations affecting private property and business 
enterprise. The growth of government regulations under the im­
pact of the problems of growing cities was chronicled in case 
after case.

Roosevelt's courses in lav; school continued his education 
in economics. In particular, they took up a broad economic 
problem that has lain at the center of most of the economic con­
troversies of the twentieth century; the relationship between 
government and the economy. Burgess* courses in constitutional

TI Roosevelt's third year (1906-07) law courses were;
Corporations. George F. Canfield. Keener, Cases on Cor­porations .
Evidence. William C. Dennis. Thayer, Cases on Evidence,
(2nd ed.).
New York Trusts and Perpetuities. George F. Canfield. No 
textbook.
Partnership. Francis M. Burdick. Burdick, Cases on Part­
nership; Burdick, Partnership (2nd ed.).
Wills and Administration. Henry S. Redfield. Gray, Cases on Property, vol. 4.
Conflict' of Laws. J. B. Moore. Beale, Cases on the Con­
flict of Laws.
International Law. J. B. Moore. Scott, Cases on Inter- national Law.
Municipal Corporations. Frank J. Goodnow. Abbot, Cases 
on Public Corporations; Smith, Cases on Municipal Corporations. 
Information on Roosevelt's law school courses was obtained from the Registrar, Columbia University. A list of his pro­
fessors and textbooks was obtained from Columbia University 
of Information; School of Law (N.Y., Columbia Univ.. 1904.
1905, 1906).
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law, Reynoldsr course in Bailments and Carriers, and Goodnow’s 
course in Municipal Corporations all bore upon that problem.
These courses in law school looked upon the relationship between
government and business from the legal point of view --  just as
Roosevelt’s economics courses at Harvard had looked upon it from 
the economic point of view. Bailments and Carriers and Corpora­
tions in the Columbia law school supplemented Economics of Cor­
porations and Economics of Transportation at Harvard, for ex­
ample .

In the world of the twentieth century, when the growth of 
big business and giant corporations was raising a most important 
issue, and when the relationship of government to the economy 
was a persistent problem, Roosevelt had gotten a good background 
at Harvard and Columbia upon which to build. Later in life when 
P.D.R. became a great figure in public affairs these two areas 
in his economic philosophy were to be the most strongly developed.

On the other hand, P.D.R. learned little at Harvard or 
Columbia that might fit him to meet the problems of the great 
depression of the thirties, in particular, or the problem of 
economic instability, in general. His formal education gave 
him little basis for development in that area, and It was there 
that his economic philosophy was weakest.
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CHAFTER III
FRANKLIN D. ROOSEVELT, PROGRESSIVE

Frances Perkins has told of the first time she met Franklin 
D. Roosevelt. At a tea dance in 1910 she heard that ’’tall, thin 
young man with the high collar and pince-nez” vigorously de­
fending the progressive ideas of Theodore Roosevelt.^

F.D.R. was indeed a progressive. It was as a progressive 
that he first entered political life, and he was always considered 
by his contemporaries to be part of the progressive wing of the 
Democratic party. F.D.R. always felt that the progressives 
Theodore Roosevelt and Woodrow Wilson were his political pre-

4- 2ceptors.
America, In the first two decades of the twentieth century, 

was undergoing some dramatic changes. The diminishing supply 
of free land on the frontier, a new wave of immigration, and 
growing urbanization were creating some of the basic problems 
of modern America and forcing governments at all levels to in­
crease their intervention in economic affairs. The American 
ideal was moving away from the philosophy of individualism and 
laissez-faire toward government action and intervention in the 
everyday life of the individual.

To contemporaries the growth of big business and concentration

TI Frances Perkins, The Roosevelt I Knew (N.Y. Viking Press,
1946), p. 9.

2. Interview with Mrs. Franklin D. Roosevelt, 16 Aug. 1951.
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of economic power was one of the most important economic issues 
raised by the growing maturity of the American economy. That 
issue became the great theme which the "muckrakers1' publicized 
and on which the progressive movement was built: the concentra­
tion of economic power endangered the ideal of democracy in 
America. Wot only was it an economic problem, but it was largely 
the cause of political corruption: the "vested interest" sup­
ported corrupt political machines that created and protected 
special privileges for the business or financial titan. Such 
was the view of contemporary reformers, and the result was a 
two-pronged attack on "bossism" and the "vested interests".
Thus, stronger anti-trust laws were a natural supplement to the 
referendum, attacks on the "money trust" a supplement to the 
movement for civic reform.

The growth of the labor movement and the rise of labor unions 
were another cause of ferment. The growing acceptance of the 
union movement was typified by the first intervention on the side 
of a union in a labor dispute by the Federal government in 1902, 
when President Theodore Roosevelt threatened to seize the na­
tion's anthracite mines unless the owners agreed to arbitrate 
their dispute with the United Mine Workers.^ By 1913 union

Tl Cliilly Harvard student Franklin D. Roosevelt, more interested 
in the political than the economic aspects of his "Uncle Ted's" 
intervention, wrote: In spite of his success in settling the
trouble, I think that the President made a serious mistake in
interfering --  politically, at least. His tendency to make
the executive power stronger than the houses of Congress is 
bound to be a bad thing, especially when a man of weaker per­
sonality succeeds him in office. (Letters, I, p. 481).
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membership had grown, to over 2,700,000,^ but not without much 
employer opposition and violence.

A changing and maturing America, beset with important 
economic problems, was the stage on which appeared the progressive 
movement. Its reform emphasis dominated the political scene in 
the years immediately preceding the first World War and was the 
environment in which P.D.R. first entered politics.

Of the Important progressives in both major parties, Theo­
dore Roosevelt and Woodrow Wilson were the ones who most in­
fluenced Franklin D. Roosevelt. The mid-westerners, Bryan and 
LaPollette, influenced him least.

Theodore Roosevelt and Franklin D. Roosevelt were distantly 
related. Fourth cousins, they had a common ancestor in the 
eighteenth century. Their social backgrounds were similar: both
came from wealthy families and both had good educations. Both 
started in politics in the same fashion; as members of the state 
legislature each led a fight against political corruption and 
bossism and incurred the displeasure of those In control of his 
party. Their ideals showed a similar development: both greatly
concerned about social justice, their earliest emphasis was on 
political reform, but both moved toward a broader program of 
economic reform that became their main appeal as mature political 
figures.

Early in his political career Theodore Roosevelt was known

Tl Leo" Wolman, Ebb and Flow In Trade Unionism (N.Y.. National Bureau of Ecohomic nesearbh, r?36')‘, pT T37
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for hia opposition to corruption in government and the Influ­
ence of "special interests" on government through the political 
boss. As a member of the New York State Legislature in the 
early 1880rs he won a name for independence and honesty and in 
the Republican national convention he was one of the "progressive 
elements" In the party that opposed the nomination of Blaine for 
the presidency. Appointed by President Harrison to the Civil 
Service Commission, he dramatized the fight to place more jobs 
under the civil service classification, and as police commissioner 
of New York City he instituted a merit system for promotions and 
Introduced other reforms that were opposed by both major parties. 
But the developing social struggles of the 90 »s and the rising 
agitation for reform caused Theodore Roosevelt to shift his 
emphasis to economic problems, although he never lost his in­
terest in honest government. As Governor of New York from 1898 
to 1900 he had to fight not only the opposition of the Democrats, 
but also the leaders in his own party; nevertheless, he did 
manage to push through the legislature some reforms: reenact­
ment of civil service legislation, the beginnings of wild life 
and forest conservation, a pure food law, the taxation of pub­
lic utility franchises, and a series of labor laws designed to 
improve working conditions. His attitude at this time was 
middle-of-the-road: he rejected "Bryanism", but also felt that
"improper corporate Influence" was just as bad.^

TI Theodore Roosevelt, An Autobiography (N.Y., Scribner's,1912), p. 300.
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When Theodore Roosevelt became President in September 1901 

he moved further along the road toward economic reform. His 
domestic policies as President featured increased government in­
tervention in and regulation of the affairs of big business: 
intervention in the coal strike of 1902; the case against the 
Northern Securities Co. (1902-04) and the introduction of anti­
trust suits against United States Steel Corp., Standard Oil Co. 
and American Sugar Refining Corp.; the Elkins Act (1903) that 
forbade railroad rebates and the Hepburn Act (1906) that gave 
power to regulate railroad rates to the Interstate Commerce Com­
mission; creation of a Department of Commerce and Labor, in­
cluding a Bureau of Corporations (1903); a pure food act (1906); 
and an act providing for inspection of slaughter houses (1906).

But while Roosevelt caused the Federal government to inter­
vene increasingly in economic affairs, he accepted the large 
corporation as an inevitable development of modern industrialism. 
Distinguishing between good trusts and bad trusts, he concluded 
that the mere size and power of a combination did not necessarily 
mean that it was inconsistent with the public welfare.

Theodore Roosevelt's administration was also notable for 
great advances in conservation: a rapid increase in the area of
national forests, the reclamation program of the Newlands Act 
(1902),creation of the Inland Waterways Commission (1907) and a 
Governors' Conference on Conservation (1908).

But it was with Theodore Roosevelt's return from his African 
and European trips In 1910 that his reforming views reached
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maturity. Advocating a "new nationalism" that was to be a 
struggle for "social justice and popular rule", Roosevelt spoke 
in favor of recall of elective officers by popular vote, the 
referendum, the direct primary, and recall of judicial decisions, 
and continued his opposition to the alliance between professional 
politicians and financial and business interests. To this he 
added a program for economic reform. In a speech at Osawatomie, 
Kansas on August 31, Theodore Roosevelt outlined his "square 
deal".'1' He wanted a more substantial equality of opportunity 
and reward, and this meant that "government.. ..must be freed from 
the sinister influence or control of special interests". He ad­
vocated government supervision of the capitalization of all cor­
porations doing an interstate business, and regulation of the 
public utility type over "combinations which control necessaries 
of life". He believed In a graduated Income tax and an inheri­
tance tax to reduce unearned incomes and inequalities of income; 
he advocated numerous labor laws to regulate the terms and con­
ditions of work: workmen's compensation, regulation of child
labor and t ork for women, and factory laws to improve sanitation
and safety. Above all, "whenever the alternative must be faced,
I am for men and not for property":

We are face to face with new conceptions of the relations of property to human welfare.... The 
man who wrongly holds that every human right is
secondary to his profit 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

Tl T'heodore Roosevelt, The New Nationalism, (N.Y.. Outlook Co..1910), pp. 3-33.
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use to whatever degree the public welfare may 
require it.-*-
It was Theodore Roosevelt who was the model F.D.R. adopted 

when he began his political career. Indeed, it was Theodore 
Roosevelt’s fight against the Republican party leaders in New 
York State in 1910 that split that party and enabled F.D.R. to

pbe elected in a normally Republican district. In the campaign 
F.D.R. attacked the same Republican bosses who were attacked by 
Theodore Roosevelt and sought to identify himself with the in- 
surgent Republicans. His tactics were a living example of the 
philosophy of direct responsibility of the legislator to the 
electorate: F.D.R. visited almost every town and village in
the district --  the first time any candidate had done such a
thing. The theme of his campaign was opposition to ’’bossism”
and ’’legislation for special interests’’̂  an issue on which
the Republican as well as the Democratic party was extremely 
vulnerable. To further this end he advocated direct state-wide 
primaries to nominate candidates for office.5 The progressive 
tone of his campaign, the Roosevelt name, the grass roots method 
of vote-getting and the Republican split all combined to send

TI Ibid, pp. 23-4.
2. For a description of the Republican split in New York in

1910 see George Mowry, Theodore Roosevelt and the Progressive
Movement (Madison, Univ." of Wisconsin Rress, 1940), pp. 134-155

3. Frank Freidel, Franklin D. Roosevelt; The Apprenticeship 
(Boston, Little, Brown and Co., 1952), p. 92.

4. Campaign speech at Hyde Park, 5 Nov. 1910 (Roosevelt Library).
5. Campaign speech at Phillipstown, 2 Nov. 1910, summarized in

the Cold Spring Recorder 4 Nov. 1910; F.D.R. to the Editor,
Hudson Republican V Nov. 1910, p. 8.
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P.D.R. to the State Senate at the age of 28.

Franklin Roosevelt then lived up to his campaign attacks 
on bossism in a dramatic fight to prevent the election of William 
Sheehan to the United States Senate. This was before the days of 
direct election of senators and the first job of the new legisla­
ture was to elect a man to the Senate. The man proposed by the 
party leaders was a Tammany stalwart, William Sheehan, a man 
whom Roosevelt and other up-3tate Democrats could not accept.
Not only were they opposed to his affiliation with the notoriously 
corrupt New York City machine, but they recognized that the party 
could not remain the choice of the up-state voters and still re­
tain the dominance of Tammany in its affairs.^ Thus, it was a 
fight for the alie giance of the voters in the home districts as 
well as a fight against bossism.

F.D.R. took the leadership of the small group of Democrats 
who abstained from voting so that f,Elue Eyed Billy" Sheehan could 
not obtain the majority necessary for his election, and for three 
months the business of the legislature was halted while the dead­
lock continued. Roosevelt maintained that the party caucus which 
nominated Sheehan had been "fixed in advance" and that the in­
surgents were fighting against the "boss rule system" and for the
basic principle of representation of the desires of their con- 

2stituents. "Business must get out of politics", said F.D.R.,

TT Diary of F.D.R. for Jan. 1-3, 1911, entry for Jan. 1,(Roosevelt Library).
2. Statement to the Press, 17 Jan. 1911, published in N.Y.Times 

and Albany Knickerbocker Press, 18 Jan. 1911.



www.manaraa.com

"the Murphys who represent business must be cleaned out."^
In the end Roosevelt won and a compromise candidate was elected.

The remainder of F.D.R.*s career in the legislature was 
less spectacular. He continued his advocacy of political re­
forms designed to promote more democratic procedures, even though 
these measures were more talked about than acted upon in the 
legislature. Among the reforms F.D.R. favored were direct nomina­
tion of candidates through primary elections instead of the then

ccustomary procedure of nomination by party caucus; the short 
ballot, which would provide fewer candidates to be voted on and

r*more subordinate administrators to be appointed by the governor;0 
and direct election of United States Senators.^ Roosevelt thought 
that the direct primaries bill was particularly important, offerin 
the voter a weapon with which the bossism of both parties could 
be defeated.5 He took an equivocal stand on woman suffrage, how­
ever: although he favored it, he wanted the proposal submitted

TT Quoted in Toledo (Ohio) Hews-Bee, 23 Jan. 1911. Charles 
Murphy was the Tammany "boss"

2. Draft of speech given in the State Senate, Apr. 1911, (Roose­
velt Library); N.Y. Evening Globe, 6 Feb. 1911; N.Y. American,
2 Apr. 1911. A measure to provide for direct primaries was 
passed during the 1911 session of the legislature.

3. F.D.R. to the Editor, N.Y, Times, 6 Sept. 1912.
4. F.D.R. introduced a resolution requesting the United States 

Senators from New York to seek passage of a constitutional 
amendment to that effect. "Resolutions Proposed by the Hon. 
Franklin D. Roosevelt in the Senate of the State of New York", (Roosevelt Library).

5. Speech before the Saturn Club, Buffalo, N.Y., 23 Dec. 1911, 
(typescript and written notes in Roosevelt Library).
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to a referendum.^

One of the major targets of all progressives was special
privilege for big business and P.D.R. entered this fight also.
Years before, the legislature had granted a very valuable power
site on the St. Lawrence River to the Aluminum Company of
America, and in 1913 a bill was introduced to annul this action.
P.D.R. denounced the original grant as a "steal" and helped lead
the fight for annulment. In this effort he cooperated with a

2not too enthusiastic Tammany.
Coming from a constituency that was largely agricultural, 

and being a gentleman farmer himself, P.D.R. took a strong in­
terest in conservation and agricultural legislation. In the 
1911-12 sessions he was a member of the Agriculture Committee 
and chairman of the Forest, Pish and Game Committee. In the 
1913 session he was chairman of the Agriculture Committee and 
a member of the Conservation Committee, the latter replacing 
the Forest, Fish and Game Committee of the previous session.

TT P.D.'R. to the President of the Dutchess County Equal Suf­
frage League, Poughkeepsie Dally Eagle, 30 May 1911; F.D.R.
to Miss Anna G. W. Dayley, 1 Feb. 1911 (Roosevelt Library); 
P.D.R. to Miss Abbie Leach, 24 May 1911, (Roosevelt Library).

2. Henry Salant to F.D.R., 11 Apr* 1931. Henry Salant had been 
a member of the State Senate at the same time as Roosevelt.
In this letter, written eighteen years after the event, he 
recalled P.D.R.’s participation in the effort to annul the grant to the Aluminum Company.

3. P.D.R. was also a member of the Committee on Railroads and 
Canals in 1911-12 and Railroads, Codes, and Military Af­
fairs in 1913. Manual i‘or the Use of the Legislature of
the State of New York, (Albany, j'.'B'.Lyon ‘C'o'., l9"ll, 1912, 1913).
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The major project of the Forest, Fish and Game Com­

mittee in 1911-12 was a codification of the existing conser­
vation laws, and along with it, a few advances. Among the 
proposals made by F.D.R. was the creation of a fish and game 
board as a permanent part of the state government-3- and re­
strictions on the cutting of private forests,^ both of which 
were killed by the committee. The latter proposal, which was 
designed especially to protect the great forests of the Adiron­
dack Mountains, was vigorously opposed by lumbering interests, 
and F.D.R. wrote that

The opposition, while aimed at every detail of the 
bill, was really based on the assumption that the 
State has no right to tell a private individual how he shall cut trees on his own land. Personally, of 
course, I think the state has a right to preserve 
all its forests and water sheds, but it is going to 
take a good many years before this can be effectu­
ally brought about.^
Roosevelt had been interested in conservation for years.

The country estate at Hyde Park had always been well managed, 
and a program of forest management was begun there. In the 
twenties F.D.R. was to propose a cooperative forest management 
program with his neighbors, utilizing professional help. This 
early interest in conservation was to broaden into a belief in 
land-use planning that culminated in the TVA and Resettlement 
Acts of the New Deal. The germs of these later beliefs are to

XI William G. Hannap, ”Legislative Bills Proposed by the Hon.
Franklin D. Roosevelt in the Senate of the State of New York”, 
(typescript in Roosevelt Library).

2. F.D.R. to Joseph P. Chamberlain, 29 Oct. 1912 (Roosevelt Library)
3. F.D.R. to H. S. RIvenburgh, 22 Feb. 1912 (Roosevelt Library).
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be found in the earlier years. Speaking before the Business 
Men's Luncheon Club of Poughkeepsie, Roosevelt spoke of "the 
necessity of developing the country, hand in hand with the 
city."

I believe it would pay the business men of this 
city, and pay them well, if they would study 
the question of development of the surrounding
country ---  its development along lines that will
consider the problem of providing homes and small 
farms in the country; the problem of increasing 
and making more available the produce of the 
country and the problem of securing better trans­
portation. This is no real estate scheme.... It 
should be handled by intelligent cooperation among 
the citizens of the city.l

It was about this time that P.D.R.*s uncle, Frederic Delano,
got the young State Senator interested in the “larger aspects
of planning” when the two talked with Charles D. Norton about

othe city plan of Chicago.
When at Hyde Park F.D.R. frequently spent hours talking 

with farmers about crops and the farmers* situation, and the 
history of the locality. In this way he not only got to know 
people, but also their viewpoints, hopes and aspirations.^ 
Management of the estate at Hyde Park also contributed to F. 
D.R.*s interest in and knowledge of the problems of the farmer. 
Thus, as chairman of the Agriculture Committee In 1913 he was 
in a position to apply his progressivism to another area in

TZ Poughkeepsie Evening Enterprise, 4 March 1912.
2. Franklin D. Roosevelt, "Growing Up By Plan", The Survey, 

Vol. LXVII, no. 9, (1 Feb. 1932), p. 483.
3. F.D.R.’s interest in local farmers was described by Mrs. 

Roosevelt in an interview with the author, 16 Aug. 1951.
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which he waa interested.

A major project was a bill to regulate and supervise com­
mission merchants: they were to be bonded and licensed, with
the object of securing honesty in their dealings with farmers.'1' 
Interested in finding out exactly what happens in the middle­
man’s job, P.D.R. t.ook an early morning train from Hyde Park to 
arrive before dawn at the New York docks and follow a crate of 
spinach from the ship to the retail grocer. This trip and his 
studies in connection with the commission merchants’ bill left 
F.D.R. convinced that measures must be taken to eliminate some 
of the expenses of distribution. The bill was passed. Other 
projects to aid the farmer supported by Roosevelt were bills to 
promote the organization of cooperative agricultural credit 
banks^ and agricultural cooperatives.3

Aid to the farmer was to be balanced by a program of labor 
legislation. The Democrats in the state legislature advocated 
a workmen’s compensation law, limitation of hours of work for 
women, strengthening of the existing labor laws and the State 
Labor Department, and, after the disastrous "Triangle Fire" in 
1911, provision for a factory investigating committee. Roose­
velt supported this program fully.

Tl F.IT.R. to Dr. Thomas E. Bullard, IS Feb. 1913, Roosevelt Library).
2. Hannan, op. cit.; F.D.R. to Pierre Jay, 28 Feb. 1913,(Roose­

velt Library); F.D.R. to Leonard G. Robinson, 12 Mar. 1913, (Roosevelt Library).
3. Hannan, _op. cit.; F.D.R. to Welcome H. Lawson, 12 Mar. 1913, (Roosevelt LTbrary).
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Arrayed against us on the other side was the 
silent, powerful pressure of the old school of 
thought, which held the theory that when an em­
ployer hired a working man or a working woman, 
that employer became the master of the fate of 
his employee; that when a worker entered his 
factory door it was nobody's business as to how 
he worked, how long he worked, or how much he 
was paid.f
P.D.R. himself introduced two important labor bills: one

provided for a six-day work week in factories, which was re­
ferred to the Labor and Industries Committee and pigeon-holed 
there; the other provided for an eight-hour day for mechanics 
employed in state institutions, and was passed.^ P.D.R. had 
tried to make his six-day week bill more inclusive, but limited 
it only to factories in a futile attempt to obtain passage.3 
He also offered to introduce the workmen's compensation bill 
proposed by the American Federation of Labor,^ supported a bill 
to bring canneries under the jurisdiction of the state factory 
laws that was designed to eliminate child labor in those enter­
prises,3 and favored a bill for fire protection in factories.®

T . Addresses of the Honorable Franklin D. Roosevelt, October - 
November 1928, (typescript in Roosev'e'it' Library), p. 94.

2. Hannan, op. cit,; F.D.R. to Frank Evans, 28 Mar. 1912; F.D.R. 
to E. Granam"""wT 1 son, 28 Mar. 1912; F.D.R. to A. G. Watson,
14 Jan. 1913 (Roosevelt Library).

3. F.D.R. to J. F. Sheahan, 4 Feb. 1913; F.D.R. to Thomas L. 
Delahunty, 11 Feb. 1913 (Roosevelt Library).

4. Thomas D. Fitzgerald (Chairman of the Legislative Committee, 
N.Y. State Federation of Labor) to F.D.R., 1 Nov. 1912, 
(Roosevelt Library).

5. F.D.R. to Rev. Walter Laidlaw, 27 Mar. 1912; F.D.R. to W. J. 
Nichols, 25 Mar. 1912 (Roosevelt Library).

6. F.D.R. to Peter J. Brady, 25 May 1911 (Roosevelt Library).
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To indicate his support for labor legislation P.D.R. became a 
member of the American Association for Labor Legislation."^"

Much of this legislation was bitterly fought, and one of 
the greatest fights involved a bill to limit the work week for 
women to 54 hours. Supported by numerous legislators from the 
cities and by the labor unions, it was opposed by business in­
terests and farmers. The farmers opposed the measure because 
most of the canneries were employers of large groups of women: 
reducing the work week for women would, it was felt, hinder the 
operation of canneries and reduce this large market for agricul­
tural products. F.D.R., a member of the Democratic majority 
that was pushing the bill, also represented a predominantly rural 
constituency. His loyalties were divided. To further complicate 
matters, one of the organizations most active in support of the 
bill was the Consumers’ League of New York, of which Mrs. Roose­
velt was an active member; the League’s chief lobbyist for the 
measure was Prances Perkins, who was later to be one of Roosevelt's 
chief advisers on labor matters. At first P.D.R. was non-committal

pon the ”54-hour bill", but voted for it after an amendment to 
exempt canneries was added. At no time did he give the bill his

4. 3active support.

1~. P.D.R. to Otto J. Merkel, 8 May 1911 (Roosevelt Library).
2. P.D.R. to Peter J. Brady, 16 May 1911 (Roosevelt Library).
3. Perkins, ££. cit., p. 14. Perkins concluded that P.D.R. at 

this period "had little, if any concern about specific social 
reforms". (Ibid., p. 13). This view is accepted by Bernard 
Bellush in his doctoral dissertation Apprenticeship For the 
Pre sidency, (Columbia University, 1950), who says, "he (F.D.R.) 
had little more than a fundamental belief in good, clean, 
honest government", (Ch. 1, p. 3). Bellush claims that at 
this period P.D.R. "was quite disinterested in social and 
labor legislation" (Ch. 7. p. 37). This view is at variance 
with P.D.R.’s record in the State Senate.
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The Democratic program of labor legislation in New York

State was greatly promoted by the public reaction to the fire
in the Triangle Shirtwaist factory on 11 March 1911, in which
145 workers, mostly young girls, lost their lives. The heavy
loss of life resulted from inadequate fire excape facilities
that should have been provided if the company had complied with
existing laws. The outcry for remedial action was tremendous,
and the legislature appointed a Factory Investigating Commission
to study safety, health, hours and other aspects of factory work.
Among the members of the Commission were Alfred E. Smith, later
Governor and political preceptor of F.D.R., and Robert F. Wagner,
later United States Senator and staunch New Dealer; one of the
committee's investigators was Frances Perkins. As a result of
the work of the Commission the labor laws of New York State were
largely rewritten and extended: 36 laws pertaining to labor
were passed by the legislature between 1912 and 1914.^ Although
F.D.R. was a member of the legislature at the time, he took
little active interest in the work of the Commission; he did,
however, introduce several of the labor bills that were passed
and voted for the others. He spoke in favor of the bills at a

2legislative hearing.
Roosevelt did take an active part in another labor contro­

versy, however, this one concerning the up-state area. Witherbee,

T7 Commons and associates, History of Labor in the United States, 
Vol. Ill, p. 478.

2. Abram I. Elkus to F.D.R., 6 Feb. 1913; F.D.R. to Elkus, 13 Feb. 1913 (Roosevelt Library).
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Sherman and Co. operated iron mines at Mineville, N. Y., just 
west of Port Henry on Lake Champlain. The employees were 
largely immigrants, many of whom could not read or speak English.
A union organizer charged the company with extortion   workers
paying kickbacks to supervisors to obtain and keep their jobs ---
and with an extremely high accident rate caused by inadequate 
safety provisions. An investigation by the State Department of 
Labor found these charges to be substantially true. P.D.R. was 
among the legislators who prodded the Department of Labor into 
action to remedy the situation. He felt this would be more ef­
fective than the appointment of an investigating committee, but 
said that ”if the department does not act with speed and de­
termination I will do what I can to have the conditions at Mine- 
ville remedied by other meana".-*'

Although Roosevelt supported the legislative program of 
labor unions to a great extent, he was opposed to boycotts by 
unions and to legislation that would legalize them.^

Among the progressive measures favored by P.D.R. at this 
time were a national parcel post system to replace private ex-

3press companies and the establishment of mutual insurance com­
panies.4 He was opposed to a bill to increase mandatory re­
serves for savings banks in order to set up a guarantee fund,^

Tl FTdTR. to Alburtis Nooney, 23 Jan. 1912 (Roosevelt Library).
P.D.R. to George H. Putnam, 17 Mar. 1911 (Roosevelt Library).

3. P.D.R. to James L. Cowles, 10 Mar. 1911 (Roosevelt Library).
4. F.D.R. to William B. Millard, 10 Mar. 1911 (Roosevelt Library),
5. P.D.R. to A. M. Traver, 1 Mar. 1912 (Roosevelt Library).
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and to a bill that would prohibit intermarriage and cohabita­
tion of races.'1' His liberal sentiments in these and other re­
spects brought forth a few words of advice from his uncle, 
Frederic A. Delano:

Don’t let your reform friends induce you to under­
take too many things which may look all right but
which are -untried.... They are also impatient in
trying to undertake too much and too many things
instead of making slow but steady progress --  I
would rather be called conservative and reaction­
ary than impractical and visionary; and I think 
you can accomplish more real reform in that way.
Only once during his years as State Senator did Roosevelt 

make a comprehensive statement of his political-economic philoso­
phy. Speaking before the People’s Forum of Troy, N. Y., on 3 
March 1912,^ he presented what was to develop into the philosophy 
of the New Deal.

Roosevelt began by pointing out the existence of considerable 
unrest and demand for reform. This was true in spite of the fact
that the struggles of the people of Europe and America to achieve
"individual freedom" had been largely successful. Then came the 
heart of his argument;

Conditions of civilization that come with indi­
vidual freedom are inevitably bound to bring up

TT FTdTR. to Oswald Garrison Villard, 30 Jan. 1913 (Roosevelt Library).
2. Frederic Delano to F.D.R., undated letter, probably about 

April 1911 (Roosevelt Library).
3. Reported in the Troy (N.Y.) Record, 4 Mar. 1912. A type­

script of the speech and certain sections of it in F.D.R.’s 
handwriting are in the Roosevelt Library. This speech is 
evidence that the ideas presented in Roosevelt’s speeches 
and writings were his own; obviously composed by himself, 
it is a major landmark in the development of his economic tho ught.
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many questions that mere individual liberty can­
not solve. This is to my mind exactly what has 
happened in the past century. We have acquired 
new sets of conditions of life that require new 
theories for their solution.... I have called 
this new theory (sic) the struggle for the lib­erty of the community rather than liberty of the 
individual.... Every new star that people have 
hitched their wagon to for the past half century, 
whether it be anti-rebating, or anti-trusts, or 
new-fashioned education, or conservation of our 
natural resources, or state regulation of common 
carriers, or commission government, or any of the 
thousand and one other things that we have run after of late, almost without any exception come 
under the same heading. They are all steps in 
the evolution of the new theory of the liberty of the community.
The right of any one individual to work or not 
as he sees fit, to live to a great extent where 
and how he sees fit is not sufficient.... To 
put it another way, competition has been shown 
to be useful up to a certain point and no fur­
ther. Cooperation must begin where competition 
leaves off and cooperation is as good a word for the new theory as any other.
As an example of this idea Roosevelt presented the case

of the conservation movement:
One hundred and fifty years ago in Germany the 
individual was not restricted from denuding his 
lands of the growing trees. Today he must cut 
only in a manner scientifically worked out, 
which is calculated to serve the ends of the community and not his ends. They passed beyond 
the liberty of the individual to do as he pleased 
with his own property and found it was necessary 
to check this liberty for the benefit of the free­
dom of the whole people.
But if the state could compel the individual to use his 

forest properties only in certain prescribed ways, could it 
not do the same for other productive resources? Roosevelt 
recognized that his ideal led to acceptance of overall planning
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of production, at least in agriculture:

As it is with conservation of natural resources 
so also is it hound to become with the produc­
tion of food supply. The two go hand in hand, 
so much so that if we can prophesy today that 
the state (in other words, the people as a whole) 
will shortly tell a man how many trees he must 
cut, then why can we not, without being called 
radical, predict that the state will compel 
every farmer to till his land or raise beef or 
horses. After all, if I own a farm of a hundred 
acres and let it lie waste and overgrown, I am 
just as much a destroyer of the liberty of the
community --  and by liberty we mean happiness
and prosperity ---  as is the strong man who stands
idle on the corner, refusing to work, a destroyer 
of his neighbor’3 happiness, prosperity and lib­
erty .
In addition to his endorsement of planning, Roosevelt also

presented his views on labor and big business in his Troy speech.
A favorite theme of his was that there was no permanent basis
for conflict between labor and capital:

There is no such thing as a struggle between la­
bor and capital. Wot only is there no struggle, 
but there Is and has always been the heartiest 
cooperation for neither can capital exist with­
out the cooperation of labor, nor labor without 
the cooperation of capital. Therefore, I say 
there Is no struggle between the two, not even 
a dividing line.
Roosevelt’s picture of basic harmony In economic affairs

was marred by the presence of big business, but the disharmonies
could be removed by government regulation:

The mere size of a trust is not of necessity its 
evil. A trust is evil if it monopolized for the 
benefit of a few and contrary to the interests 
of the community. Just as long as trusts do this 
it is necessary for the community to change this 
feature of them.
So, too, with common carriers --- as long as they fail to fulfill the needs of the community they must be, and are being regulated.
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Theae views of F.D.R.'s were clearly derived from those 

of Theodore Roosevelt. Hia ’’liberty of the community’’ that 
might limit the "liberty of the individual" is in direct line 
of descent from Theodore Roosevelts championing of "human wel­
fare" as opposed to the "rights of property". But it also goes 
well beyond T.R.'s humanitarian idea of "people before property". 
F.D.R.'s view could embrace a paternalistic state that orders 
everyone to do what the state feels is for the community's good; 
F.D.R. did not suggest any limits on the power of the state or 
any reserved areas of personal liberty and his "liberty of the 
community" was potentially totalitarian. Other speeches and 
actions of F.D.R.'s indicate his emphasis on democratic decision­
making in government and on responsibility of the legislature to 
the electorate. But his failure in the Troy speech to include 
limitations on the kind of community ends to be obtained and the 
kinds of dictation over individuals that should be used indi­
cates that his ideas were not carefully worked out. The Troy 
speech shows that F.D.R. was willing to accept a greatly ex­
tended role for government in the direction of the economy --
but it represents only a first, and somewhat superficial step 
toward the New Deal philosophy.^-

As Roosevelt's first term in the legislature approached 
its end the national election of 1912 grew near. This was the

Tl Roosevelt's view that there is no essential conflict between 
capital and labor was also superficial: merely because theymust cooperate in production is no reason to argue that there can be no conflicts.
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year in which the progressives vs. conservatives split in the 
Republican party resulted in the nomination of Taft on the Re­
publican ticket and Theodore Roosevelt by the new Progressive 
Party, and in the election of the Democratic candidate, Woodrow 
Wilson. The same sort of split existed in the Democratic Party. 
It was typified in New York by the fight in the legislature 
over the election of a United States Senator in 1910. In 1912 
Franklin D. Roosevelt, leader of the progressive forces in that 
earlier battle, again took the leadership in the fight against 
the old guard, which was led by Tammany and supported by Thomas 
F. Ryan, the utilities magnate. It was clear that the leading 
candidates for the Democratic nomination were the conservative 
Champ Clark of Missouri, Speaker of the House of Representatives, 
and Woodrow Wilson, progressive Governor of New Jersey. It was 
equally clear which side Tammany would support.

The State Democratic Party met on April 11th to take up 
the question of the presidential nomination, and F.D.R. invited 
to a dinner held the night before all those who might help sup­
port Wilson: the purpose was to map out a strategy. Most of
those invited declined. The next day the Tammany-dominated 
convention voted to send an uncommitted delegation to the na­
tional convention. But the conservative bias of the Tammany 
bosses would put them on the side of Clark and with the so-called 
”unit rule” in effect the whole Tammany-dominated New York dele­
gation would vote for Clark or some other conservative.

Against these forces F.D.R. helped rally the New York



www.manaraa.com

72*,
progressives in support of Wilson. With others who held similar
views, he helped organize the New York State Wilson Conference
and was chairman of its executive committee. The goals were
candidly stated;

New York has a large "Progressive" vote. Unless 
you give us a candidate that will get this vote,
we shall lose the State.

The opposition to Tammany was based on more than just political
self-interest, however. The group wanted

the nomination of that Presidential candidate 
who can most certainly lead the party to vic­
tory because he best typifies in himself the great Democratic issue of the time; the struggle 
to secure the Rights of the People wages against 
the politicians who make themselves the agents of 
Special Privilege.
The Wilson Conference was superseded by an organization 

called Empire State Democracy, of which P.D.R. was temporary 
chairman. Active in July and August 1912, it supported Wilson 
for the presidency, but its major object was the nomination and 
support of anti-Tammany candidates for Congress and for state 
and local offices in the coming elections. It supported persons 
"pledged to represent the people only and to support the cause 
of genuine and progressive democracy.'1®

Roosevelt was neither a delegate to the national convention 
nor an alternate, but he was, nevertheless, present in Baltimore

TI Broadside of the N.Y. State Vifilson Conference, 25 June 1912 
(Roosevelt Library).

2. Broadside of the N.Y. State Wilson Conference, undated, 
(Roosevelt Library).

3. Resolution adopted by Empire State Democracy, 17 July 1912 
(Roosevelt Library).
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and worked hard for Wilson. On the fourteenth ballot the New 
York delegation swung to Clark, but William Jennings Bryan, 
who had determined that no Tammany-supported candidate should 
win, declared for Wilson and the New Jersey Governor finally 
won two-thirds of the votes on the forty-sixth ballot. The 
progressives of the party were in the saddle.

F.D.R. explained his support of Wilson in good progressive 
terms. Wilson was "keenly alive to the social and industrial 
welfare of the great body of workers" and had worked for "better 
conditions of life for people of all kinds", while "his knowl­
edge of great economic questions such as the tariff, monopolies,
and the conservation of resources, should appeal to all who wish 
to see these matters taken up". In addition to being noted for 
"honest and clean political methods", he was a successful 
leader in the drive "to remedy conditions which the American 
people will no longer tolerate" .•*-

Woodrow Wilson had emerged as an important political figure 
only a few years prior to his nomination for the Presidency. In
1910 he had moved from the Presidency of Princeton University to
the Governorship of New Jersey, and pushed through a series of 
important reforms that immediately made him a leader of the pro­
gressive wing of the Democratic party. A direct primaries law 
was passed, along with a corrupt practices act to supplement it. 
Provision was made for commission government for municipalities.
A Public Utilities Commission was created; an employers* liability

TI FVdTR. to Thomas P. Gore, 15 Oct. 1912.
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act was passed. Most important, the corporation law of New 
Jersey was reformed with the passage of the "Seven Sisters” acts, 
designed to prevent the abuses of the former extremely liberal 
incorporation lav/s that permitted large-scale speculative pro­
motion of corporations.

Wilson’s views at the time he received Roosevelt’s vigorous 
support were expressed in his campaign speeches of 1912, the most 
important of which have been published in the book The New Free­
dom. This volume sums up the progress! vism of Wilson, which be­
came a major element in the political education of Franklin D. 
Roosevelt. Many of the ideas which appear in Wilson's writings 
recur in Roosevelt’s utterances in the decades to come.

At the heart of Wilson's political-economic philosophy was 
the belief that economic changes, especially the development of 
the large corporation, required changes in our laws to meet the 
new situation. The individual generally had become the employee 
of a large corporation, submerged in the organization, while a 
few individuals at the top "are exalted to a power which as in­
dividuals they could never have wielded".^ This new relation­
ship has made the old laws regarding employers and employees 
"wholly antiquated". One important task of reform was to de­
fine accurately the responsibility of corporate executives to

TI Woodrow Wilson, The New Freedom (N.Y., Doubleday, Page, 1913).
2. Ibid, pp. 5-6.
3. Ibid, p. 7.
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their stockholders, their workers, and the public.^

A second major theme of Wilson’s was the belief that the
growth of big business and monopoly had made it difficult, if
not impossible, for the small businessman to succeed:

American industry is not free, as it once was 
free; American enterprise is not free; the man 
with only a little capital is finding it harder 
to get into the field, more and more impossible 
to compete with the big fellow.... Because the 
strong have crushed the weak the strong domi­
nate the industry and economic life of this 
country.

Brains and efficiency no longer determined success, argued 
Wilson, but economic power and monopoly. Ruthless competition 
in the form of local price cutting drove out the small business­
man, raw materials have fallen into the hands of monopolists, 
big firms have demanded exclusive buying from them only, and the 
giant corporations are interlaced with the great shipping inter-

3ests and railroads. Moat significant of all, however, was the
development of a "money trust" that has created a closely-knit
community of interest among the great corporations:

The dominating danger in this land is... the com­
bination of combinations, ---  of the railways,
the manufacturing enterprises, the great mining 
projects, the great enterprises for the develop­
ment of the natural water-powers of the country, 
threaded together in the personnel of a series of 
boards of directors into a "community of interest" 
more formidable than any conceivable single com­
bination that dare appear in the open.'*
Wilson did not condemn all big business. Businesses that

TZ TbTd, pp. 11-12.
2. Ibid, p. 15.
3* Ibid, pp. 175-176.
4* Ibid, p. 187.
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grew large because of superior efficiency were, of course, de­
sirable. What Wilson wanted was to get rid of monopoly and 
giant firms that grew because of unfair competition or control 
over capital or patents or raw materials*

A trust is an arrangement to get rid of competition, 
and a big business Is a business that has survived 
competition by conquering in the field of intelli­gence and economy. A trust does not bring efficiency 
to the aid of business; it buys efficiency out of 
business. I am for big business, and I am against 
the trusts.1
A third major theme of Wilson's was his belief that concen­

trated economic power had come to dominate government, and that 
a small group of business leaders had come to use government to
obtain special favors by which they have been able to extend their

ocontrol over the nation's economy. Wilson played many varia­
tions on this theme of business domination of government; it 
was the source of "bossian’1 and corruption; it had resulted in 
high tariffs that enabled the monopolist to exploit the public. 

Several political reforms were necessary in order to put

TI ib'i’d., p. 180. Wilson's position was similar in many respects 
to 'that of Theodore Roosevelt. But Wilson thought of the 
trust as an artificial creation that could be prevented by 
laws outlawing predatory competition and controlling the fi­
nancial operations of the trust-builders, as well as by dis­solution. Theodore Roosevelt, on the other hand, considered 
combinations in Industry "the result of an imperative economic 
law”; their development could not be prevented, but their ac­
tivities should be controlled by a Federal Bureau of Corpora­
tions (Theodore Roosevelt, The New Nationalism, op. cit., 
pp. 15-16.

2. Woodrow Wilson, The New Freedom, op. cit., p. 18.



www.manaraa.com

77 *

government back into the hands of the people, Wilson felt. He
advocated a number of measures popular at the time, including
the direct primary, direct election of Senators, the initiative,
the referendum, and the recall of elected officials.1 Wilson
did not go as far as some, however: he did not advocate recall

2of the judiciary*
The major themes of Wilson’s progressivism are to be found 

also in the statements and letters of franklin D. Roosevelt in 
the years to come: the need to meet new problems with new so­
lutions, the development of a concentration of economic power 
in the hands of a few, and the necessity to repla ce those few 
by the many in determination of government policy. Indeed, one 
of the most interesting developments in Franklin D. Roosevelt's 
economic thought is his shift away from emphasis on political 
corruption and bossism to economic problems as the major issues 
of the day. His experience in the Wilson administration, which 
brought him into direct contact with business and labor, was a 
major factor in that shift of emphasis.

T“ Yb'ld, pp. 229-239.
2. Ibid, p. 239.
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To these influences from Wilson should he added the theme 

of ,Tmen before property", so strongly expressed by Theodore 
Roosevelt, that was to grow into the welfare legislation of 
later years. The conservation movement, also greatly promoted 
by Theodore Roosevelt, was another aspect of progressivism 
that was to appear in F.D.R.’s thinking in the years ahead, de­
veloping into advocacy of regional planning for New York State, 
and later for the great river valleys of the nation.

One important difference between Theodore Roosevelt and 
Wilson lay in the emphasis each placed on the problem of the 
large corporation in American society. Theodore Roosevelt, 
while not ignoring the monopolistic aspects of big business 
and its influence on government, emphasized more than did
Wilson the inevitable growth of big business under modern con-

\ditions. Wilson, on the other hand, tended to emphasize the 
predatory, unfair competitive aspects of big business and the 
obstacles those practices raised in the path of small business, 
as well as the evil influence of big business on government. 
While Wilson agreed that big business that grew big because of 
superior efficiency was desirable, his emphasis lay on the 
monopolistic aspects of the modern large corporation. The at­
titude of Theodore Roosevelt toward big business appeared in 
revised form in the trade association movement of the twenties 
  in which F.D.R. participated --  and in the N.R.A. legisla­
tion of the early New Deal, while Wilson’s approach underlay 
P.D.R.’s attitude toward the power company mergers in New York 
in the twenties and reappeared in the T.N.E.C. investigation of 
the late thirties.
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CHAPTER IV 
THE NAVY DEPARTMENT

As a reward Tor his support of Vifilson, Roosevelt was ap­
pointed Assistant Secretary of the Navy. He brought Louis 
Howe, who had managed his campaign for re-elecr.Ion to the State
Senate In 1912, with him to Washington as his assistant. The
Secretary was Josephus Daniels, North Carolina editor and strong 
supporter of Bryan and Wilson. Daniels’ main job in the new 
administration was that of liaison man between Wilson and Con­
gress, and the job of running the department rested with the 
secondary administrators. Under Roosevelt’s immediate direc­
tion were the Department’s civilian personnel, the navy yards
and docks and purchasing of supplies.

In this job Roosevelt for the first time had direct dealings 
with monopolistic big business and with organized labor, and when 
he left the job In 1920 he was much more aware of economic prob­
lems. When he entered the State Senate in 1910 his reforming 
bent centered on political problems: bossism and government
for special interests; when he left the Navy Department in 1920 
he recognized more clearly the Importance of economic issues: 
monopoly, the conflict between capital and labor, income ine­
quality and others. Even though his work In Washington was 
largely taken up with administrative functions and the problems
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of defense and war, these years showed the same dovelopment in 
F.D.R.'s thinking that Theodore Roosevelt and Woodrow Wilson 
had experienced. He came to realize that economic reform was 
a prerequisite to political democracy.

One of the first problems to arise concerned armor plate 
for the new battleships then being built. Only three steel 
companies had facilities for the production of armor plate: 
Carnegie (U. S. Steel), Bethlehem and Midvale, and they were in 
the habit of submitting identical bids on armor plate contracts. 
The Navy Department was partly responsible for this; whenever 
the bids had differed the Department divided the contract among 
the three companies at the lowest bid price.^ One of the ob­
jects of this procedure was to insure that the three companies 
all maintained their facilities so that in time of war there 
would be adequate production. But one of the results was that 
the companies had every incentive to conspire with each other 
to keep bid prices high. For example, when the bids for armor 
for battleship 39 were opened they were found to be identical;
$454 for Class A armor, $518 for turret armor and $496 for

oClass B armor.~ Asked why the bids were identical, two of the 
companies replied that since the contract would be divided any­
way ’’the only effect of competitive bids would be to reduce the 
profits made by all of the three firms11.3 Daniels remarked that

TZ ”First Draft of Armor Plate Statement” prepared for Secretary 
Daniels by Roosevelt's office (Howe Papers, Roosevelt Library).

2. Memorandum to the Press issued by Secretary Daniels, undated, (Howe Papers, Roosevelt Library).
3. ’’Annual Report of the Secretary of the Navy” in Annual Reports 

of the Navy Department for the Fiscal Year 1913,"(Wash.. Govt. Printing Off.,1914"), p. 12":-------------------- ---------
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"The three companies make affidavits that they are in no combina­
tion and have no agreement affecting prices, as they are required 
by law to do. This does not, however, prevent their availing 
themselves of a mental telepathy which works against the govern­
ment and denies real competition in the bidding."'*' The situa­
tion was not unknown to the public. The American Anti-Trust 
League had charged that there had been collusion between the 
manufacturers and the Department, and these charges had been re­
peated by Representative William J. Cary of Wisconsin early in 
March 1913. Daniels found there was no evidence of collusion, 
but wrote to the President that the only way the government 
could compel competition was to establish "its own facilities 
for the manufacture of armor plate, gun forgings and other steel

Qproducts".
Daniels rejected the first bids on armor plate for battle­

ship 39 and asked for new ones, emphasizing that they had to be 
competitive. Midvale made the lowest bids this time, reducing 
its prices to $440 for Class A- $504 for turret and $482 for 
Class B armor,® but reserving the right to sublet parts of the 
contract, which it did when the award was made and Bethlehem and 
Carnegie each got its customary share. Daniels called this type

T7 rrKrmual Report of the Secretary of the Navy" in Annual Reports 
of the Navy Department for the Fiscal Year 1914, (Wash., GoVt".' 
Printing 'off'.,' 1911)',' p. 12'.

2. Josephus Daniels to Woodrow Wilson, 12 Apr. 1913, (Navy Ar­
chives 10580-148:3).

3. Memorandum to the Press issued by Secretary Daniels, ojo. cit.
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of competition, which had resulted in a saving for the Depart­
ment of only $14 per ton, "purely nominal": the same companies
were selling similar armor to the Japanese Government for 
$406.35 per ton for Class A armor, or about 10$ less than they 
charged their own government.'*' Daniels also charged that the 
American companies had divided the world market with European 
firms: the American armor plate manufacturers did not bid for
European contracts and the European companies did not bid for 
U. S. Government contracts.^

The Department was faced with a difficult situation. It 
had been, in effect, subsidizing a close-knit group of monopo­
lists under the guise of maintaining competitive bidding. Roose­
velt's office recommended that

If we are going to subsidize the...companies... then 
let us do so honestly and man-fashion by statute....
But if our object Is to get armor as cheaply as pos­
sible...! shall certainly be disposed to recommend 
the establishment of an amor plate factory by the 
Government...or an offer to all existing steel com­
panies to equip for the one offering the best terms 
an armor plate department which would be exclusively under government control.-
A study was made of the cost of production of armor plate, 

and it was estimated that a government plant of 20,000 tons annual 
capacity could produce at a cost of $279 per ton, as compared

1^ "Annual Report of the Secretary of the Navy", 1913, op. cit., pp. 12-13.
2. Josephus Daniels to Senator Claude A. Swanson, 11 Mar. 1916, 

(Navy Archives 26256-271:3).
3. "First Draft of Armor Plate Statement", op. cit.
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with $318 in a private plant.1 Daniels then recommended that 
the government build its own armor plate factory, estimating

pthat annual savings of over $3 million could be effected.
The effect of this action was immediate. The price for 

Class A armor was gradually reduced by the companies from $440 
to $420 per ton,3 and Bethlehem offered to sell armor plate to 
the government "at any price the Federal Trade Commission might 
fix” that would be fair both to the government and the manufac­
turer s.^ But with the war in Europe going full blast by this 
time, Congress appropriated funds in 1916 for the purchase or 
erection of armor plant by the Navy Department. The companies 
did not even reply when the Department queried them in regard

ETto sale of an armor factory and the government proceeded to

XT Bureau of Ordnance, "Armor Plate: cost of; and probable
cost of Government factory for armor plate," 28 June 1913 
(Navy Archives 4174-157), p. 2. The cost per ton in a 
government-operated plant did not include interest on in­
vestment. Midvale Steel Co. estimated that the cost would 
be considerably higher, especially if the government in­
cluded interest on invested capital in the costs of opera­
tion. House Committee on Naval Affairs, Hearings, 1916 
(Wash., Govt. Printing Off., 1916), Vol. ~3~t p. 3 7d2.

2. "Annual Report of the Secretary of the Navy," 1913, _o£. clt., p. 14.
3. "Annual Report of the Secretary of the Navy" in Annual Re­

ports of the Navy Department for the Fiscal Year l'3'l6, (Wash., 
Govt. Prlnting Off., 1917), p. 21.

4. Charles M. Schwab (Chairman of the Board, Bethlehem Steel Co.) 
to Woodrow Wilson, 15 July 1916 (Navy Archives 26256-271:9).

5.- Navy Archives 28680-1. If any replies were made they are not 
to be found in the Navy Archives.
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build a plant at Charleston, West Virginia. One of the argu­
ments that helped convince Congress was the greater secrecy 
with respect to improvements that could be maintained in a gov­
ernment plant as compared with a private one.-1-

The reaction of Daniels and Roosevelt, and the policy of 
the administration, when faced by monopolistic collusion in 
this instance, was not to take action under the anti-trust laws. 
Indeed, this possibility seems not to have been considered. Nor 
was the proposal made by Bethlehem that the new Federal Trade 
Commission set a fair price   in a sense, arbitrate the dis­
pute ---  seriously considered as an alternative solution. It
was necessary to "compel actual competition" in the pricing of

parmor, and a government plant was the "only method". Nor was 
the "yardstick" nature of such a plant ignored; the Department 
would be able to determine "by actual experience the prices 
the Navy should pay for such products when secured from private 
contractors".^

The fight for a government armor plate plant was carried on 
largely by Secretary Daniels, and F.D.R. did not agree with him 
on one basic point; How much should the Navy manufacture?
Daniels wanted the Navy to be able to make everything it needed in

TT "Annual Report of the Secretary of the Navy, 1913", op. clt., 
p. 13. The factory had hardly begun production in l"^0 when 
the Harding Administration closed it.

2. Daniels to Wilson, _ojo. cit.
3. "Annual Report of the Secretary of the Navy" in Annual Re- 

ports of the Navy Department for the Fiscal Year 1920, (Wash., Govt. Print'i'ng Off. , 1920) , p. 71.
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the way of ships and munitions, and wanted plants constructed 
that could manufacture one-third of the Navy’s needs in one 
eight-hour shift a day. Production could be expanded readily 
"if the prices are higher than the government can manufacture 
for” or "if the private contractors make prices that are ex­
orbitant" . ̂

Roosevelt, on the other hand, did not think the Government 
should manufacture everything it needed. He thought it was "a 
very difficult thing" for the Government to offer incentives 
to its own employees comparable to incentives in private busi­
ness.2 When Congress appropriated funds for the armor plate 
plant in 1917 Roosevelt did not approve of a plant of the size
contemplated ---  he wanted only a "yardstick" plant, and wrote
to his uncle:

Confidentially, I agree with you about the asininity 
of the project as it went through Congress. I did 
my best to have the eleven millions cut to five, with the idea of building only a small plant for 
three purposes;

(a) To determine actual cost of manufacture.
(b) To experiment in the improvement of armor.(c) To use as a nucleus for great expansion in 

time of war.
All of these objects were entirely legitimate and 
would not have ruined anybody’s legitimate business.
I hope now to have the plant combined into an armor 
plate, projectile and heavy forging plant. If these 
other items can be added for the original amount of 
eleven millions it will cut down the total produc­
tion of armor plate and at the same time give us 
testing and cost-keeping facilities which are en­tirely legitimate.^

TV Statement by Josephus Daniels, House Committee on Naval Af­
fairs, Hearings, 1917 (Wash., Govt. Printing Off., 1917), p. 931.

2. House Committee on Naval Affairs, Hearings, 1916. op. cit..Vol. 3, p. 3484. ------  -----  ---
3. P.D.R. to Warren Delano, 5 Jan. 1917. Roosevelt Library.
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The armor plat© affair was not Roosevelt's only brush 

with monopoly in the steel industry. The same three companies 
produced turbine casings for the Wavy and they submitted iden­
tical bids. This time the Department went abroad; the Cyclops 
Steel and Iron Works of Sheffield, England, provided the casings 
at about one-third the lowest American bld.-*-

At the same time that the Wavy Department was fighting 
monopolistic practices In the steel Industry it was seeking to 
develop competitive bidding on Navy coal contracts.

The Bureau of Supplies and Accounts of the Department had 
developed a list of approved mines from which the highest grade 
of steaming coal could be obtained, but its tests were so rigid 
that practically the only mines on the list were in a small area 
of the West Virginia coal fields. The Bureau aid not advertise 
publicly for bids on coal contracts, but sent out requests for 
bids to the firms on its ’’accepted list”. The bids ’’were prac­
tically always Identical”.^ As F.D.R. put it, ”a system of pur­
chase had gradually grown up which automatically barred compe­
tition and permitted a few dealers practically to name their own 
price for the coal they were furnishing the Navy”.^

Roosevelt and Howe did not take kindly to this situation,

lT Ee t"fc"er from the Secretary of the Navy to Members of Congress,
29 Sept. 1913 (Howe Papers, Roosevelt Library); Ernest K. 
Lind.ley, Franklin p. Roosevelt; A Career in Progressive 
Democracy (N.Y., Blue Ribbon Books^ 193T), p. 130.

2. Statement by F.D.R., House Committee on Naval Affairs, Hearings,1915 (Wash., Govt. Printing Off., 1915), p. 958. ------
3. Ibid.
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but "hoped that the attitude of this administration in regard
to noncompetitive bids had been made so clear in the matter of
armor plate that the dealers supplying coal would read the
handwriting on the wall and would engage in real competition.”**'
This hope was forlorn, however, for early in 1914 nineteen bids
for coal to be delivered at Hampton Roads were practically iden- 

otical. All of these bids were rejected and new specifications 
were drawn up. Tests were made of coal from Pennsylvania mines, 
more firms were added to the accepted list, and the Department 
advertised publicly for bids.^

When the new bids came in there were ten more companies 
seeking the contracts and there was some variation in the bids;
for Hampton Roads coal the low bid was $2.80 per ton, while for
Philadelphia coal the low bid was $2.57. Nevertheless, of the 
eighteen bidders on Hampton Roads coal thirteen aubmitted identi­
cal bids at the old price of $2.90 per ton.^

Roosevelt was satisfied that the Department had obtained
competition between the coal dealers. At the 1915 hearings of 
the House Naval Affairs Committee the following colloquy took 
place:

Mr. Roberts (Representative Ernest W. Roberts: ....
You think you got real genuine competition?

T7 T5Td, p. 960.
2. Ibid, p. 960. Two bids were $2.85 per ton and seventeen were 

$2 .§0 , but the low bidders reserved the right to increase the 
price to $2.90 as soon as an imminent freight-rate increase was approved by the I.C.C.

3. Ibid, pp. 959, 961.
4. Ibid, p. 968; Freidel, op. cit., p. 212.
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Mr. Roosevelt; I am sure we did, from reports 
received subsequently. In fact, I might say 
that we created consternation. 1
While coal was the chief fuel for the Navy at this time, 

the Department was beginning to shift increasingly to fuel oil, 
and sought to insure adequate supplies for the future. This 
brought up the issue of government oil reserves versus private 
development of petroleum resources, with Daniels and Roosevelt 
advocating creation of Navy-owned reserves. Daniels recommended 
that the Department own its own oil wells and refine its own 
oil "to relieve itself of the necessity of purchasing what seems 
fair to become the principal fuel of the Navy in the future at 
exorbitant and ever-increasing prices from the private companies

pthat now completely control the supply."
The Navy began acquiring reserve oil lands to protect the 

fuel supply of the fleet, with some especially valuable properties 
being set aside in California for Navy use. The question of these 
reserves came up several years later. In 1916 Senator Phelan of 
California introduced an amendment to the General Development 
Bill that would have permitted oil land claimants to drill for oil

TT House Naval Affairs Committee, Hearings, 1915, op. cit.,
p. 968. There was considerable criticism of the new poli­
cies; Senator Chilton of West Virginia objected to the
purchase of Pennsylvania coal, and some of the coal from
new mines was found to be unacceptable and the mines were 
stricken from the approved list. Freldel, _og. cit., pp. 212-14.

2. "Annual Report of the Secretary of the Navy," 1913, op. cit., p. 14. ---
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on those lands. The Department fought to retain its reserves, 
and Roosevelt wrote a speech which was read before the American 
Mining Congress in the "opening attack" in the battle to retain 
government control,-*-

Granting that the government should not take property with­
out compensation, but insisting that the government must set 
aside reserve oil lands, he said;

What is needed now is not a fight by those who 
see the possibility of personal exploitation 
and possibly large gains; what is needed is the 
cooperation for the sake of the nation as a whole 
on the part of the hundreds of patriotic Ameri­
cans who have today interests in the production 
of oil.2

In this instance the Department was successful in protecting 
its reserves; it was less successful eii_ht years later during the 
Harding administration, when these same reserves and others in 
Wyoming were transferred to the Department of the Interior and 
then leased to private oil companies in the great Teapot Dome 
affair.

Disposal of the Navy’s wartime-acquired radio stations after 
the close of World 'War I raised again the Issue of government vs. 
private ownership and operation. During the war the Navy had 
taken over all American overseas radio facilities. To the 54 
Navy owned and operated stations prior to the war were added 53 
bought from private interests, 67 built by the Navy and 59 privately

N.Y. Herald, 17 Nov. 1916; N.Y. Sun, 17 Nov. 1916.
2. Franklin D. Roosevelt, "The National Need of Petroleum Re­

serves," Petroleum Age, Vol. Ill, No. 11 (Nov. 1916), p. 3 .
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owned but Navy-operated. The stations were located at numerous
coastal cities and in foreign locations all over the world, and
comprised a world-wide communications network.^ In addition,
the Navy had developed a great number of improvements that would
be invaluable in any post-war development of radio.

In the spring of 1919 representatives of General Electric
Corporation, headed by Owen D. Young, approached the Department
with a proposal to buy the Navy’s stations and patents. With
Secretary Daniels in Europe at the time, Roosevelt turned down
the offer on the grounds that the company that was to be set up
to own and operate the properties would not be wholly controlled
by American capital. When Daniels returned the whole matter was
discussed and it was agreed within the Department that the Navy
should retain a monopoly of all overseas radio. The plan was
agreed to by President Wilson and presented to Congress, where
it was pigeon-holed in the furore of demobilization and the re-

2turn to normalcy. Daniels presented a strong case for govern­
ment ownership as a ’’practical common-sense matter, having no 
relation to any abstract considerations of government ownership" 
in letters to the President of the Senate and the Speaker of the 
House of Representatives. The Navy had to have its own radio 
stations, he argued, and during peacetime they would not be fully

T~. "Annua 1 Report of the Secretary of the Navy" in Annual Re­
ports of the Navy Department for the Fiscal Year 1919,
(Wash. Govt. Hr xnting Ol'f'., 19̂ 0')^ p. 205 .

2. Josephus Daniels to F.D.R., 29 Nov. 1929; P.D.R. to Josephus 
Daniels, 5 Dec. 1929, (Josephus Daniels Papers, Library of Congress)•
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utilized and would be available for commercial use. A parallel 
private network would mean duplication of facilities. Further­
more, "efficient radio communication requires effective control; 
effective control requires a monopoly and the government should 
exercise that monopoly". Daniels proposed a government monopoly 
of ship-to-shore, transocean and international radio, with the 
government stations carrying on a commercial business, but with 
government encouragement of American radio enterprises abroad.^ 
Daniels’ advocacy of monopoly is interesting: he was afraid of
"divided authority" in case of war and thought that a monopoly 
"guarantees the greatest success in peace".^

With Congressional disapproval of the plan for government 
ownership, the Department accepted a second offer by Owen D.
Young and his associates to set up a radio corporation which 
would be wholly-owned by American capital, and "a reluctant con­
sent was given to the transfer of the Navy patents and stations 
to the radio corporation" . 3 As far as Roosevelt’s views on this 
affair were concerned, he wrote some ten years later that

I personally and flatly turned down the first 
proposition of Owen Young because of the un- 
American ownership of the scheme. And I am 
equally certain that I was in hearty accord 
with the proposal for permanent government con­
trol until such time as it was clearly impos­
sible to get it from Congress.

~  Annual Reports of the Navy Department for the Fiscal Year 1919, 
"(Wash.", Govt”. Printing Off., 1920)', pp. 197-&05.

2. "Annual Report of the Secretary of the Navy," 1919, op. cit., p. 96.
3. F.D.R. to Josephus Daniels, 5 Dec. 1929, cjd. cit.
4. Ibid.
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If relations with tig business raised some basic issues 

and helped Roosevelt clarify his attitude on the relationship 
between government and the economy, problems concerning labor 
were of equal importance in broadening his experience and view­
point in this field. Roosevelt’s labor policies were character­
ized by a full recognition of labor unions and their right to 
bargain with management, and a willingness not only to listen to 
grievances, but also to bring representatives of labor into the 
job of decision-making where those decisions affected labor. In 
part, these policies were dictated by political considerations: 
the administration wanted no blots on its record as a friend of 
labor. But the policies were also heartily believed in by 
Roosevelt; he did not merely carry out administration policies 
in a half-hearted fashion, but was in large measure responsible 
for the Department’s labor policy. Roosevelt’s policies were 
stated to the unions In the Washington Wavy Yard shortly after 
he joined the Department:

We want cooperation. We want to get down and talk 
across the table with you and to right your wrongs.
... If I had my way we would create a board com­
posed of the heads of departments and some of the 
men and would send them to Europe to look into shop 
conditions there, with the idea of benefiting men here .1
I hope that any of the men of the Navy Department 
will come to the office of the Secretary of the 
Navy or Assistant Secretary and talk things over

TT Speech to Columbia Lodge, No. 164, International Association 
of Machinists, 29 Apr. 1913, reported in Washington Post,30 Apr. 1913.
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concerning the department any time they want....
We want you to talk to us as human beings.

These sentiments were certainly not those of the average business 
minded person of that time, and represent a sharp contrast to the 
open-shop policies dominant in business thinking.

It was fortunate that Roosevelt held such cooperative views 
for there was substantial labor unrest in some of the large Navy 
Yards. In particular, the Yards v/ere plagued by seasonal pat­
terns of work, and workers were generally employed at wages 
somewhat lower than prevailing wages in private Industry.% These 
conditions were complicated by efforts of sane of the Navy en­
gineers to introduce some aspects of scientific management.^
The net result was a time of labor troubles in 1913 and 1914 
that put to the test Roosevelt’s cooperative attitude toward 
labor.

A typical dispute was that at the Charlestown, Mass. Navy 
Yard in the spring of 1913. Unrest among the workers centered 
on a rumored Installation of the ’’Taylor System" of scientific 
management, but even when the commandant of the yard was di­
rected to inform the workers that the Department had no such 
intentions,4 the unrest continued. Roosevelt made a special trip

T “. Speech to District of Columbia Branch, American Association 
of Marine Draftsmen, 17 June 1913, reported in Washington Herald, 18 June 1913.

2 . Preidel, jog. cit., pp. 196-198.
3. Boston Herald, 19 May 1913.
4. Washington Times, 18 May 1913.
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to Charlestown and, in line with, his policy of direct presenta­
tion of grievances, met with a committee representing the work­
men. The workers wanted assurances that scientific management 
would not he adopted, a promise that the system of piecework pay­
ment of wages would not be introduced, representation on the 
wage board that determined rates of pay in the yard, and a promise 
of more permanent employment.^ Roosevelt’s method of handling the 
dispute was to grant the demands of the workers, subject to ap- 
proval by Secretary Daniels.*0 Upon returning to Washington he 
said further that he planned to grant concessions asked by the 
Charlestown Yard employees as far as possible in the near future, 
remarking that he was "favorably impressed" by their grievances.1' 
All of the demands of the workers were met, except that member­
ship of workers on the wage boards was prohibited by law, a de­
tail that Roosevelt was not aware of when he visited the Yard.

The question of scientific management had not been settled, 
however. Felix Frankfurter, then an attorney in the War Depart­
ment, visited Roosevelt and described the success of the War De­
partment in installing the Taylor system of scientific management 
at the Watertown Arsenal. He persuaded F.D.R. to allow an expert 
to make a study of the Charlestown Navy Yard, but when the expert 
reported favorably on the Taylor system F.D.R. disagreed. Roose­
velt did not think any such drastic move toward efficiency "should 
be imposed from above on an unwilling working force".^

TT Bo’s ton Advertiser, 20 May 1913.
2. Boston Post, 20 May 1913; Boston Transcript, 20 May 1913: Boston Globe, 20 May 1913.
3. Washington Herald, 22 May 1913.
4. Freidel, _op. cit., pp. 200-201.
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Once the Department had established good relations with 

the unions by granting their reasonable demands, its major labor 
troubles were over. The only strikes in Navy yards during World 
War I were wildcat strikes, primarily of unskilled workers who 
had no unions to represent them. Typical was the strike at the 
Norfolk Navy Yard in 1917, which was quickly settled by increasing 
the wages paid the dissatisfied men.-*-

During the war the administration's basic labor policy was 
laid down by the War Labor Board.~ That policy was very favor­
able to labor unions; the American Federation of Labor gave a 
no-strike pledge, but in return it obtained the right to organize 
and to bargain collectively as well as recognition of two of its 
major goals, the eight-hour day and higher wages.

These policies did not solve all of the administration»3 
labor problems. The scarcity of labor during the war led to at­
tempts by both business firms and by government departments,

TT Memorandum, F.D.R. to Daniels, 25 Sept. 1917,(Josephus Daniels Papers, Library of Congress).
2. The principles adopted by the War Labor Board were as follows. 

There were to be no strikes or lockouts during the war (but no 
penalties were provided if there were). Workers had the right 
to bargain collectively through representatives of their own 
choosing, and workers were not to be fired for union member­
ship or union activities. But unions were not to use coercion 
to induce non-union workers to join unions or to induce em­
ployers to bargain with them. The status quo with regard to union and closed shops was to be maint'a hied. The basic eight- 
hour day was to apply whenever existing law required it, while 
in other cases the decision was to be based on the needs of 
both the government and the workers. As for wages, union rates 
would be paid if they had been customary and the principle of 
the "living wage" was to apply to all workers; minimum rates of pay were to be established. Lewis L. Lorwln, The American Fed­
eration of Labor: History, Policies, and Proa'pec-fcs (Washington,
The Brookings institution, 1933), pp. 16 7-168.
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especially War and Navy, to obtain adequate supplies of labor by 
raising wages and offering other inducements. A high rate of 
labor turnover resulted, with workers moving from job to job to 
take advantage of increasingly better offers. Output and ef­
ficiency suffered. It was felt that standardization of wages 
and working conditions, and improvement of working conditions 
where they were poor, would help to solve this problem, and to 
this end the War Labor Policies Board was set up in May 1918.^ 
The purpose of the Board was to harmonize the policies of the 
numerous government agencies dealing with labor matters and ”to 
eliminate all those factors which at the time were reducing the 
productivity of the workers".^

Roosevelt represented the Navy Department on the Board, 
but he attended only three meetings. His alternate, Louis Howe, 
attended most of the obher meetings. Nevertheless, Roosevelt 
was In accord with the efforts of the Board to standardize labor

± 1 The best account of the work of the War Labor Policies Board 
is United States Department of Labor, Wage and Hour Division, 
Economics Branch, Wartime Policies on Wages, Hours, and Other 
Labor Standards in the United States, 1917-1918 (Was hi ngton, 
1942, mime ographed). For an official account see Grosvenor 
B. Cla rkson, industrial America in the World War (Boston and 
and New York, Houghton Mifflin and Co.,1923), pp. 287-239.

2. Memorandum, Felix Frankfurter to Sir Richard Crawford, 1 July 
1918 (Records of the War Labor Policies Board, National Ar­
chives). Frankfurter was chairman of the Board, which met 
weekly from 29 May 1913 to 20 December 1918; a final meeting 
was held on 24 January 1919. The Board comprised representa­
tives of the various government departments and agencies con­
cerned with wartime labor problems, the Labor Department, an 
economic adviser, and representatives of business and labor.
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conditions at a much improved level. The Board advocated a 
basic eight-hour day with time and a half for overtime and 
double time for Sundays-*- at a time when the steel industry, for 
instance, was operating on a ten to twelve-hour day. Roosevelt 
thought that Sunday work should be permitted only in emergencies, 
and that "a desire to complete generally the work under contract 
more speedily or to bring up one branch of the work to a condi­
tion of completion parallel with other branches will not be con- 
sidered an emergency’1." The Board agreed that Sunday work was 
undesirable and should be reduced to a minimum.^

With the wartime shortage of workers growing in importance, 
more and more women were being employed, and the question of labor 
standards for women assumed greater importance. The Board advo­
cated numerous safeguards for employed women, including a basic 
eight-hour day and forty-eight-hour week, no more than a ten-hour 
day and fifty-five-hour week in emergencies, one day of rest in 
seven, no night work, and equal pay with men. The resolution em­
bodying that policy was introduced by Howe at one of the few Board 
meetings attended by Roosevelt, who spoke at that meeting on the 
labor situation in England and France.^

Tl Department of Labor, Wartime Policies, ojo. cit., pp. 22-23.
2. Memorandum, F.D.R. to Bureau of Supplies and Accounts, ’’Double

Time for Sunday Work --  H. E. Boucher Manufacturing Company”
(Records of the War Labor Policies Board, National Archives).

3. Department of Labor, Wartime Policies, op. cit., p. 29.
4. Minutes of the War Labor Policies Board, 25 Oct. 1919 (National

Archives). Roosevelt had just returned from a brief trip to 
Europe. The Board amended its stand against night work by en­
dorsing a system of night work permits for women in plants in 
which greater production was an absolute necessity (Department of Labor, Wartime Policies, p. 33).
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The wartime labor policies of the Wilson Administration 

were closely parallel to the labor policies of the New Deal, at 
least in essentials if not in detail. The right to organize, 
protection against firing of workers for union activity, the 
eight hour day, and improvements in wages and working conditions 
may have been policies adopted in an emergency situation under 
Wilson; they were everyday policies during the New Deal period.
The wartime policies represented acceptance of the program of 
the American Federation of Labor by the government and Roose­
velt’s participation in the development and administration of 
these policies cannot be overlooked in seeking the genesis of 
the labor policies of the New Deal. 1

But Roosevelt did not accept fully the trade-union position. 
Immediately after the war the problem of nation-wide strikes in 
essential industries arose, as labor sought to consolidate and 
expand its wartime gains and as business largely returned to its 
pre-war anti-union activity. A short wildcat strike of railway 
shopmen in the summer of 1919 was followed by a strike of steel 
workers In September and of soft coal miners In November. The 
press devoted itself to considerable anti-union propaganda, and 
the National Association of Manufacturers launched Its open- 
shop movement under the slogan of the "American Plan"; at the 
same time the "anti-Red" campaign of Attorney General Palmer was 
gathering strength. In this supercharged atmosphere Roosevelt

TT Speaking of the labor policies of the Navy Department and 
Roosevelt's participation in them, Josephus Daniels said 
that "we both early favored the advantages to labor which 
came years afterwards in industry and the whole country 
under his 'New Deal'." (Josephus Daniels, The Wilson Era: 
Years of War and After, 1917-1923 (Chapel Hill, U. of 'North 
Carolina Press, 1946), p. 253).
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spoke in opposition to strikes in essential industries and ad­
vocated a system of labor courts to eliminate labor strife. At 
Syracuse he said:

We wish to give labor a larger share of the pro­
fits, successes and improved condition of thecountry, but we can't stand for any small group
in a community holding up the whole community.1
After the coal strike began Roosevelt spoke again on the 

subject in Philadelphia. He wanted the government to set up a 
court to arbitrate disagreements between capital and labor and 
with power to enforce its decrees. He declared that employees
in public service and essential industries were not free agents:
they owed a duty of service to the people and could not "throw 
up their jobs whenever the fancy strikes them".^

Roosevelt's years in the Navy Department were of great im­
portance in broadening his knowledge of both economic and gov­
ernmental problems. He had dealt with big business and had 
first-hand experience with monopolistic practices in the steel 
and coal industries. He had taken a stand on the issue of gov­
ernment versus private enterprise in the case of the armor-plate 
plant and in the case of the Navy's radio facilities* He had 
dealt with labor and had proven himself friendly to the working 
man. Although he had been at least aware of economic problems 
since his college days, he felt by 1919 that the major problems

T7 Speech before the Democratic Women's Club, Syracuse, N.Y., 26 
Sept. 1919 (undated clipping from an unidentified Syracuse 
newspaper, Scrapbook 9, p. 154, Roosevelt Library).

2. Speech before the Knights of Columbus, Philadelphia, Pa., 11 
Nov. 1919, reported in Philadelphia Record, 12 Nov. 1919.
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facing the nation were economic and not political.

Speaking on ’’The National Emergency of Peace Times” at
Worcester, Massachusetts, in June 1929, he spelled out the
dangers that faced the nation in the post-war world:

Think for a moment of what you and I have to 
lay hold of and wrestle with and solve eventoday --  the disposition of the railroads,
of the telegraphs, in fact of all so-called 
public utilities; the extension of our com­
merce in American ships upon the seas; mat­
ters of combinations among great industries; 
relations of capital, labor and the national 
interests; the development of natural re­
sources above and below the surface; the dis­
tribution of population so as to prevent un­
healthy congestion; the control of wealth 
through taxation.1

Almost as an after-thought he added the problem of "the actual con­
duct of government itself". And he closed with a plea for an 
active interest in government and public affairs, along wri th 
"some form of universal training for the youth of the country".

In contrast to his first campaign for the State Senate in 
1912, when he opposed bossism and corruption, Roosevelt in 1919 
placed economic problems in a more important position than po­
litical problems.

1. Commencement Address at Worcester Polytechnic Institute, 
25 June 1919, (Typescript in Roosevelt Library), p. 3.
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CHAPTER V 
THE CAMPAIGN OP 1920

The years following World War I were bad ones for the re­
form movements that had culminated in the Wilson administra­
tion, with its high idealism for better conditions at home 
and a world made safe for democracy. Replacing it was an emo­
tional conservatism that has never been better expressed than 
by Herbert Hoover:

I returned in 1919 from several years abroad... 
steeped with two ideas: first, that through
three hundred years America had developed some­
thing new in a way of life of a people, which 
transcended all others of history; and second, 
that out of the boiling social and economic 
caldron of Europe, with its hates and fears, 
rose miasmic infections which might greatly harm or even destroy what seemed to me to be 
the hope of the world.-*-

The keynote of the era was struck by Senator Warren G. Harding
of Ohio, who spoke in Boston in May, 1920, saying that

America's present need is not heroics but 
healing; not nostrums but normalcy; not re­
volution but restoration;...not surgery but 
serenity.2

The idea of normalcy was taken up with glee by those who wanted 
to go back to the pre-progressive ideals of McKinley and, funda­
mentally, to the Hamiltonian ideal of republicanism. As the

1. Herbert Hoover, Memoirs, (N.Y., Macmillan Co.-, 1952), Vol. II,p. 5.
2. Quoted in Charles A. and Mary R. Beard, The Rise of American 

Civilization (N.Y., Macmillan Co., 1941 )7“VolV ' '11', p"."' 664.
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election of 1920 showed   and the ensuing elections of the
twenties, too   this view was shared by a large majority of
the voters.

The movement toward the conservatism of Harding was aided 
by the state of the Wilson regime. Amid the confusion of rapid 
demobilization and elimination of wartime controls Wilson no 
longer had a program of liberal reform: as early as 1914 he
had pushed through all of the major measures he advocated. To 
complicate matters, the President himself was stricken by ill­
ness and the administration lost all effective leadership after 
September 1919. Attorney General Palmer, seeking the presi­
dency himself, sought publicity by a campaign against "Reds”, 
using methods that were condemned then and later, and succeeded 
in alienating from support of the administration many persons 
who resented his prosecutions. The lack of leadership in 
Washington allowed a post-war inflation of substantial propor­
tions to run its course free of any strong hindrance, while the 
price of the Liberty Bonds in which, much wartime saving had 
been patriotically invested was allowed to fall as the price 
level rose. Reactivation of the War finance Corporation was 
not effective in meeting: the problem of large surpluses of 
farm crops ss the wartime demand slackened and European pro­
duction recovered. But overriding all other issues was the 
League of Nations and the peace treaties, the former attacked 
by nationalists as a means of entangling the nation in European 
affairs, the latter by internationalists as a surrender to the
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imperialism of Britain and prance. It was clear to almost, 
everyone that the progressive movement had collapsed into in­
effectuality, that the idea of collective action through gov­
ernment to solve national problems was in eclipse.

Many of the supporters of Wilson and reform stuck to their 
beliefs, however. Among them was Franklin D. Roosevelt.

While still in his Navy Department job, Roosexrelt began 
preparing for the nominating convention of 1920 by drafting 
platform resolutions that would continue the tradition of pro­
gress ivism. Taking up the immediate problem of the high cost 
of living, Roosevelt attributed it to "the unnecessary number 
of middlemen" Instead of to the wartime and post-war spending. 
He advocated positive government action to remedy the situa­
tion rather than reliance on the equilibrating forces of a 
market economy:

The existing system of bringing the necessaries 
of life to the user is in Itself at fault. We, 
therefore, advocate the control of the inter­
mediate steps so as to prevent transportation 
delays and overstocking of supplies in storage, and to insure the minimum number of dealers 
through whose hands the goods pass.

The role of the states was to provide adequate local markets, 
while the Federal government "must bear its share of the re­
sponsibility when Interstate transportation is involved or 
where great private business enterprises control in part or 
In whole the commodities of life in more than one state".

T7 Undated draft of a statement In Roosevelt’s handwriting 
(Roosevelt Library).
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The responsibility of government for a solution to this

problem was restated in more finished form:
We believe that recent investigations clearly 
show that one of the largest factors in the ab­
normally high cost of the necessities of life 
to the consumer is due to the increasing number of speculative middlemen, who, standing between 
the producer and the consumer, takes constantly 
increasing toll from both for his own pocket3 , 
without having served any useful part whatever 
in the necessary machinery of purchase and sale.
We believe it to be a proper governmental func­
tion to exercise the full powers of the National 
Government, for the elimination of this parasite 
upon American business

It was also a proper function of government to solve the prob­
lem of scarcity of farm labor, with the Department of Labor 
acting as a recruiting agency for urban workers to work in the

pcountry.
Roosevelt's attempt to state the position of the loyal 

progressives of his party culminated in a long list of ’’plat­
form recommendations". They included the following proposals 
concerning economic affairs;

Energetic and intensive development of the Farm 
Loan policy and extension of the same principle 
to urban home builders.

Complete reorganization of the railroad system,

T7 Quoted from an untitled and undated carbon copy of a type­
script, probably written by either Louis Howe or Roosevelt, 
but in any case a product of Roosevelt's office (Roosevelt 
Library, Assistant Secretary of the Navy Papers, Box 141).

2. Ibid.
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more federal aid for highways, and encourage­
ment of consumers' cooperatives. All of this 
was designed to reduce the high cost of living 
by reducing the cost of marketing.

Assurance of labor's right to organize and a 
fair share in the rewards of industry: "We
believe the best results in quieting present 
unrest to be from active participation by 
labor with employers in the management and 
profits of all industry."

Revision of tax lav/s, especially to differ­
entiate between earned and unearned income, 
to reach "the profiteers", and to impose 
heavy inheritance taxes.

A government market for Liberty Bonds at par.

Government deficit spending in times of de­
pression to compensate for inadequate pri­
vate spending.

The last recommendation is startling e n o u g h  to quote in full: 
We also favor the authorization of "Prosperity
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Bonds”, or short term notes, to be issued at 
the discretion of the President whenever he 
declares a state of acute industrial depres­
sion to exist. The proceeds of such bonds 
shall be spent on an authorized program of 
economic-defensive works, such as inter­
coastal canals, roads, reclamation and land- 
settlement projects, and administered by the 
army. We believe such policy to be the con­
structive preventative for acute depression 
otherwise almost certain to come, providing 
a way of ’'taking up slack" and probably fore­stalling the hysteria and manipulation which 
leads to panic and untold public suffering.^

It was a queer collection of proposals. The high cost of 
living, essentially a short-range problem resulting from ex­
cessive wartime and post-war spending, was to be attacked by 
long-range solutions designed to reduce the cost of distri­
bution. This was clearly Inconsistent and represented an at­
tempt on Roosevelt's part to push one of his pet proposals. 
His letters at the time of the ensuing campaign indicate that 
he was well aware of the basic causes of inflation. Most of 
the other proposals were well within the framework of pro- 
gressivism, but the last, involving "Prosperity Bonds", 
clearly anticipated the pump-priming and deficit spending of 
the thirties. Roosevelt's program was a combination of weak 
economies, orthodox liberal proposals, and rare insight into 
economic realities; the basic framework was a predilection 
for government action and intervention in economic affairs

TI "Platform Recommendations Emphasizing Home Affairs," un­
dated carbon copy of a typescript (Roosevelt Library, 
Assistant Secretary of the Navy Papers, Box 159). This document was probably the joint work of Roosevelt and Howe.
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Whenever a problem arose that could be tackled that way."'"

Meanwhile, Roosevelt’s friends were booming him for the 
Democratic nomination for United States Senator from New York, 
and Roosevelt himself was working for a campaign for progress- 
ivism:

X would not run this autumn for dog-catcher if 
the Democrats nominate a party hack or a reac­
tionary or a Bryan at San Francisco. If the 
party shows vision, puts up a Progressive Demo­
crat who can make a strong appeal to the country, 
and in general shows signs of c ommon sense in 
working out the great problems of the day, I 
shall be entirely willing to do what I can to 
help the party....
The leading candidates for the Democratic nomination were 

William G. McAdoo, Wilson’s scn-in-law and former Secretary of 
the Treasury, A. Mitchell Palmer, the Red-baiting Attorney 
General, and James A. Cox, former Governor of Ohio. The pro- 
Wilson forces centered their support on McAdoo while the 
anti-Wilson groups supported Cox. The nomination of Cox was 
a victory for those in the party who were opposed to Wilson’s 
policies, especially the city machines which had not fared 
too well under the idealistic Wilson. As a sop, the vice- 
presidential nomination was given to Roosevelt, Wilson supporter,

1. The prosperity bond idea was not original with Roosevelt.
As early as 1896 Herbert J. Davenport had suggested such a 
scheme in his Outlines of Economic Theory (See Dorfman, op. 
cit., pp. 379-80) .

2. F.D.R. to John K. Sague, 1 Mar. 1920 (Roosevelt Library).
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easterner, bearing a well-known name.-1-

To Roosevelt the campaign was a clear conflict between 
progressivism and conservatism. Harding was "McKinley-minded"^ 
and the Republican party offered a "conservatism so deep as to 
prevent any progress towards meeting the new conditions which 
have arisen in our national life"^ and "a return to the days of 
McKinley".4 Cox, on the other hand was a "true Liberal" whose 
record as Governor of Ohio included "all of the progressive 
legislation.

Ti How did F.D.R., still relatively obscure in the party, get 
the nomination? Roosevelt himself explained that it came 
as a great surprise to him (Poughkeepsie, N.Y. Eagle, 14 
July 1920). Cox explained that Roosevelt was his choice:
"He met the geographical requirements, he was recognized 
as an Independent and Roosevelt was a well-known name"
(James M. Cox, Journey Through My Years (N.Y., Simon and 
Schuster, 1946)~ pp. 23^3'). Lindley says that the party 
leaders chose Roosevelt to placate the Wilson supporters (Lindley, ojd. cit., p. 191). The most interesting story 
is that F.D.R. led a group of 20 New York delegates voting 
for McAdoo when Alfred E. Smith withdrew after the 9th 
ballot; the other 70 delegates from New York voted for Cox. Forty-seven of the New York City delegates had gone home, leaving proxies for Cox, but these could not be 
voted if they were challenged. George Limn of Schenectady 
(co-leader with F.D.R. of the New York supporters of McAdoo)
then challenged these proxies. After a furor on the floor
of the convention --  so the story goes ---  the challenge
was withdrawn on the condition that Tammany support F.D.R. 
for any office he wanted, either the vice-presidential or 
senatorial nominations. (Albany, N.Y., Times Union, 7 July 
1920). None of the accounts mentions that the Tammany 
leaders may have wanted to put Roosevelt in a safe place 
from which he could not try for the Senatorial nomination.

2. F.D.R. to Ellery Sedgwick, 31 July 1920 (Roosevelt Library).
3. F.D.R. to James L. Doherty, 17 July 1920 (Roosevelt Library).
4. F.D.R. to Frank H. Daley, 22 July 1920 (Roosevelt Library).
5. F.D.R. to Ellery Sedgwick, ojo. cit.
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But the main Issue of the campaign was no longer the 

progressives’ movement for reform. It was the League of 
Nations, the World War I peace treaties, and the general sub­
ject of America’s relations with other countries. Harding 
adopted an equivocal position that enabled his supporters to 
argue against the League when necessary and for the League 
when necessary: the candidate did not approve the League,
but he did speak favorably of an "association of nations".
Cox, on the other hand, as the heir of Wilson’s policies had 
to support the League In general if not in all particulars.
The Democrats found this Issue to be an albatross around their 
necks, given the prevailing mood of the country.

There were other issues that the Democrats found hard to 
handle: the high cost of living, high taxes and high govern­
ment spending that were the aftermath of war, and the falling 
prices of Liberty Bonds. But these were minor issues, with 
the high cost of living being the only one that assumed even 
secondary importance during the campaign. The propaganda, the 
editorials, the major orations were all concerned with foreign 
affairs.

In his speeches Roosevelt devoted much of his attention to 
the issues of foreign policy, but as a good progressive he also 
spoke at considerable length on economic affairs. In deference 
to the prevailing political climate the word "reform" was re-
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placed by "progress", and as in all of Roosevelt's campaigns 
the emphasis was on general principle s rather than on spe­
cific proposals. In his speech accepting the nomination for 
vice-president F.D.R. listed the "most pressing" national 
needs, including the "improvement of working conditions, es­
pecially in the congested centers, the extension of communi­
cations to make rural life more attractive, the further pro­
tection of child life and women in industry" and "the further 
development of our natural resources" by means of "a well- 
considered coordinated plan of development". The proposal 
for planned development of natural resources was little more 
than a systematic approach to public improvements, as con­
trasted with "pork barrel" methods: "Every dollar of our
expenditures for port facilities, for inland waterways, for 
flood control, for reclamation of swamp and arid lands, for 
highways, for public buildings, shall be expended only by 
trained men in accordance with a continuing plan."^ It was 
more of an attack on special-interest legislation than advo­
cacy of the principles of economic planning.

Starting on a campaign through the west Roosevelt criti­
cized Harding's "return to normalcy" as a repudiation of the 
progressivism of Theodore Roosevelt and his Republican sup­
porters. Harding was characterized as a man "who had not 
discovered that the world was moving on," as a man "who 
supported the Ancient Regime" . 2 Continuing through the mid-

U.Y.Times, 10 Aug. 1920.
2. Speech at Chicago, 11 Aug. 1920 (Roosevelt Library).
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west, F.D.R. took up the problems of the farmer. Speaking at 
Minneapolis, he gave a typical Rooseveltian explanation of 
why farm problems required positive action by the Federal Gov­
ernment; first, changing conditions had pushed into national 
importance a problem that was at one time a local or regional 
affair, and second, "vast improvement can be made in the ex­
isting situation". Then followed the long-range program of 
action to increase farm incomes and reduce selling prices to 
the ultimate consumer that Roosevelt hao advocated for some 
years; reduction of distribution costs through better trans­
portation and marketing facilities and "reduction of the pre­
sent number of hands through which an article must go before 
it reaches the... c o n s u m e r B u t  what made the greatest Im­
pression on his audience was Roosevelt's statement that "we 
must assure the farmer who raises the big wheat crop that he 
can market it when he wants to market it, and we must help 
him get a fair price for it."^ These sentiments were repeated 
at other 3 tops in the farm belt, along with the warning that 
the Democratic Party was the farmer's friend while, by infer­
ence, the Republicans were "friends of the packers,...big 
bankers,...and the Eastern middlemen".'-’

That Roosevelt desired a long-range plan of government 
action to aid the farmer Is borne out by a statement solicited

T~. Speech at Minneapolis, Minn., 13 Aug. 1920 (Roosevelt Library)
2. Quoted in an unidentified newspaper clipping (Roosevelt Library, Scrapbook 14. p. 138). This statement is not in the carbon copy transcript of the speech in the Roosevelt Library.
3. Speech at Fargo, N. D., 16 Aug. 1920 (Roosevelt Library)
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from him by a farm magazine;

It is undeniable that the conditions surrounding 
the life on farms in this country have not kept 
sufficient pace with the progress of our civili­
zation. This is shown by the difficulty through­
out the country in keeping the young men and an 
adequate supply of labor on the farms. Progress must come through better organization of farm 
life; through a more Intelligent interest on the 
part of the dwellers in cities; through further 
development of the farm credit system; through a 
definite and constructive policy on the part of 
the Government looking towards the creation of 
improved communications; and through the develop­
ment of heat, power and the establishment of 
better markets. So far we have only scratched 
the surface. A great constructive program must 
be carried out in every portion of the country.
Continuing into the mountain states of the northwest,

Roosevelt’s subject changed from farm problems in general to
conservation and reclamation. In Montana he repeated that a

pcontinuous development program was necessary, and in Wash­
ington he advocated expansion of reclamation work "to provide 
additional la;ids and a greater food production" and he ap- 
proved Federal aid for the Columbia Basin project. He
promised annual expenditures for reclamation of at least forty

4million dollars, which would represent a 552,500,000 increase 
over expenditures for that purpose in the year 1920. pausing 
at Centralia, the scene of a pitched battle between the American 
Legion and the I.W.W. some years earlier, he attacked "the alien

1. Statement to The Farm Journal, 5 Aug. 1920 (Roosevelt Library).
2. Speech at Billings, Mont. 17 Aug. 1920 (Roosevelt Library).
3. Speech at Spokane, Wash., 19 Aug. 1920 (Roosevelt Library).
4. Speech at Yakima, Wash., 20 Aug. 1920 (Roosevelt Library);

Ellensburg (Wash.) Evening Record, 20 Au,... 1920.
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anarchist, the criminal syndicalist, and all similar anti- 
Americans” and pledged that the nation ”shall he made unsafe 
for those who seek by violence to destroy the Constitution 
and Institutions of America” .1 The return trip to the east 
was featured by short talks at numerous stops emphasizing
that the election was a contest between progressive and reac­
tionary ideas.~ Roosevelt stated that ”1 am a progressive 
Democrat and I think that the emphasis is on the ’progressive1 . ” 3 

Returning to his home state Roosevelt spoke at the Brooklyn 
Wavy Yard on Labor Day, where he was presented with a loving
cup from the employees, frankness, justice and square dealing,
he said, were all that was needed for perfect harmony between 
capital and labor;

I have no patience with the phrase ”the labor 
question” or ”the labor problem”, as if It 
were some unsolved riddle of the Sphinx, hope­
less of solution. My first experience as an
employer of labor came when I entered the
’Navy* Department...I found nothing terrifying 
in the task, because I believed the men in the 
navy yards at the bench and the men in charge 
at Washington at their desks were, after all,
the same kind of Anerican citizen, and that all
that was needed was frankness and justice and 
square dealing on both sides to insure perfect 
harmony and cooperation between them. The em­
ployer who insists on having his own way, right

1. Speech at Centralia, Wash., 21 Aug. 1920 (Roosevelt Library).
2. Speech at Grand Rapids, Nebr., 28 Aug;. 1920 (N.Y. Times 29

Aug. 1920); Speech at Delphi, Ind., 30 Aug. 1920 (Indian­
apolis Times, 30 Aug. 1920).

3. Speech at Butte, Mont., 13 Aug. 1920 (uni ;entified news­
paper clipping, Roosevelt Library, Scrapbook 14, p. 92).
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or wrong,...who triea only to get the moat 
service for the leaat money will always find 
a "labor problem" on da hands, but the man 
who tries to be fair can look, as I look, 
with considerable amazement upon those who 
hold that employer and employee must neces­
sarily stand in a state of constant conflict 
and perpetual misunderstandlng.

The policies stated at Brooklyn were worked out In some detail
in Roosevelt’s proposals for Federal employees. He was in
favor of joint administrator-employee boards to consider wages,

2employment conditions, discipline and dismissal.""
The candidate could not ignore the high cost of living.

He recognized in his letters that high prices were basically 
due to "inflation of currency for war purposes as well as to 
a relative scarcity of goods"3 while high rents were the re­
sult of wartime restrictions on private building that caused 
the post-war housing shortage.^

But as his projected platform recommendations forecast, 
he advocated, in a speech at Albany, a long-range program de­
signed to attack the "other factors" in the problem of the 
high cost of living, Including reclamation projects, better

1. Speech at Brooklyn (11.Y.) Navy Yard, 6 Sept. 1920 (N.Y.
Times, 7 Sept. 1920).

2. F.D.R. to Luther C. Steward (President, National Federation 
of Federal Employees), 1 Sept. 1920 (Roosevelt Library).

3. The proposal to issue prosperity bonds as a remedy for de­
pression clearly recognized the importance of spending as a 
remedy, but the attribution of currency inflation as the 
cause of high prices did not recognize “the role of spending 
as a cause. Roosevelt’s ideas in this area of economics were 
not integrated into a consistent whole. The same could be 
said of most professional economists of the time.

4. F.D.R. to Robert L. Mott, IB Oct. 1920 (Roosevelt Library).
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transportation facilities, measures to make farm life more at­
tractive, elimination of excessive middlemen, strict laws 
against profiteering, and "such regulations of commodities like 
coal that the average citizen may be assured that the supply 
will be adequate and the price reasonable11 .-1- Roosevelt's fail­
ure to state publicly his views on the causes of the inflation 
was a clear example of political disingenuousness. If the 
Democrats publicly acknowledged that wartime government spending 
was the major cause of high prices, they would be admitting 
their own responsibility for inflation, but this does not alter 
the fact that Roosevelt expressed views that were contrary to 
his actual beliefs.

Roosevelt continued his campaign with a speech at Charles­
ton, West Virginia, site of the Navy's armor plate factory* In 
the old muckraking tradition he attacked the monopolist, the 
influence of big business In politics and the opposition of 
vested interests to reform legislation. After describing the 
Navy Department's troubles with the armor plate trust, and 
pointing out bhat Harding voted against setting up the govern­
ment factory, he went on to explain the essence of progressivistn

For twenty years and more the American people have 
conducted a fight to take their government... out 
of the control of an element in the community which 
was In politics for its selfish Interest.... We 
know in many cases where Senators of the United 
States have been recognized by the public as repre­
senting this group or that group among the great

XI Speech at Albany, N.Y., 20 Sept. 1920 (Roosevelt Library).



www.manaraa.com

1 16.
trusts. But It has been rather in a negative way 
that the old guard in the Senate have helped their 
privileged friends. It has been through opposi­
tion to any legislation of a progressive character, 
any legislation that would tend to cut down the 
enormous profits of the selected few,...that would 
give a squarer deal to the working men of the na­
tion,... that would prevent child labor,...that 
furthered the cause of social justice. It was this 
group which stood out against the income tax and 
against the direct election of United States Sena­
tors .1
Harding defeated Co.x by the largest majority in American 

history up to that time. Roosevelt felt that the nation had
Q"taken a step backward" and that "the only thing we can hope

for is that they (the Republicans) will not be so tremendously
reactionary as to fan the flames of Radicalism too f a r " B u t

4"the fight for progressive principles has only just begun" 
and the Democratic party "by remaining the progressive party of 
the nation, is bound to succeed".' "Very few real fights," he 
wrote to a young supporter, "are won at the very beginning, 
and I think this Is going to be a fight of that kind, because 
I know we are right."

TI Speech at Charleston, W. Va., 30 Sept. 1920 (Roosevelt Library).
2. F.D.R. to Mrs. W. S. Benson, 15 Nov. 1920 (Roosevelt Library).
3. F.D.R. to Col. Martin Archer-She, 9 Nov. 1920 (Roosevelt 

Library).
4. F.D.R. to H. B. Baylor, 8 Nov. 1920 (Roosevelt Library).
5. F.D.R. to John C. Duggan, 13 Nov. 1920 (Roosevelt Library).
6. F.D.R. to William Cheatham, 9 Nov. 1920 (Roosevelt Library).
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CHAPTER VI 
ROOSEVELT RVERGES AS A PARTY LEADER

It has been said many times that Roosevelt's attack of 
infantile paralysis and slow recovery marked a turning point 
in his thinking, that prior to August 1921 his approach to 
economic and political problems was superficial, If not frivo­
lous, while afterwards he was more penetrating in his thinking.'1'

Those writers who have called attention to Roosevelt’s de­
velopment after his illness were only partially correct. His 
basic philosophy was deepened and broadened, and it was in this 
period that Roosevelt the political philosopher appeared. But 
it was a development and continuation of ideas already present, 
not the appearance of something new that characterized Roose­
velt after 1921. The Jeffersonian ideals of his heritage, the 
progressivisrn of Theodore Roosevelt and Woodrow Wilson, and 
the Idea of the positive state taking action to better the 
world --- these ideas were present before 1921 and were de­
veloped after 1921. There was no clear break in his thinking; 
no basic ideas appeared after Roosevelt's illness that were not 
present before It.

TT for examples of this viewpoint see Perkins, op. cit., ^. 30 
and John Gunther, Roosevelt in Retrospect (H.Y., Harper and 
Bros . , 1950), pp. 24'224'3 F~.D.R. was stricken by polio on
10 August 1921 and was unable to work for a year; by early 
fall of 1922 he was able to move about on crutches and .re­
turned to his law practice and other work.
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In one respect Roosevelt's illness influenced his develop­

ment greatly. Immobilized in part, he was unable to participate 
in the hurly-burly of politics and devoted himself to reading. 
History, the sea and the navy, and biography were his favorites, 
along with mystery stories, but he also found time to read the 
agricultural journals extensively .■*" Mrs. Roosevelt became ac­
tive In politics, both to keep her husband interested and to 
keep his name in the public eye.^ She also brought home to 
talk to Franklin two friends of hers active in the Women's Trade 
Union League, Rose Schneider and Maude Schwartz. In long talks 
with them F.D.R. learned much of the history and theory of the
trade union movement, about sweatshops and occupational disease,

5about wages and hours, about the cooperative movement. Other 
persons interested In social problems and reform were brought 
to the house by Mrs. Roosevelt and Louis Howe as they sought to 
keep him abreast of current events. Discussion of current af­
fairs as well as reading enabled F.D.R. to grow intellectually 
as he convalesced.

Prior to 1921 Roosevelt could be best described as a pro­
gressive. He embraced the Ideas of progressivism, he followed 
the progressive leaders. After his illness he began to develop
the founuatlons of his political philosophy more than he had

TZ Perkins, _op. cit., p. 32.
2. Eleanor Roosevelt, This Is My Story (f.Y., Bantam, 1950), p. 259.
3. Perkins, o_p. cit., pp. 30-32.
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done previously. He went back to Thomas Jefferson and Jeffer­
sonian political philosophy. Roosevelt was familiar with 
Jefferson's ideas from extensive reading. He had always been
interested in American naval history, and that meant, among
other things, the first forty or fifty years of general American 
history, when the new nation was in large part a seaboard country 
of sailors. His collection of books and prints was centered on 
early American history and naval history. This emphasis in his
reading and collecting of books was to be found as early as
1904,L and continued through the governorship''' and the presi­
dential years.

Roosevelt came to look, upon himself as a modern follower 
of Jefferson. He did not try to follow the Jeffersonian 
philosophy blindly, but recognized that conditions had vastly 
changed since the early 19th century. The task was one of 
fitting the Jeffersonian views to the requirements of a modern 
machine age:

We have today side by side an old political or­
der fashioned by a pastoral civilization and a 
new social order fashioned by a technical civ­
ilization. The two are maladjusted. Their 
creative inter-relation is one of the big tasks 
ahead of American leadership.

Tl LTsT of books owned by Franklin D. Roosevelt and Anna Eleanor 
Roosevelt, undated longhand copy in the handwriting of F.D.R. 
and his wife, (Roosevelt Library). The latest date on the 
list is 1904.

2. Hendrick ¥7. Van Loon, "What Governor Roosevelt Reads,"
Saturday Review of Literature, Vol. IX, No. 13 (15 Oct. 1932),
p." i v r r  ~~~~

3. F.D.R., "Memorandum on Leadership", S July 1928 (Roosevelt
Library)
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Roosevelt's Jeffersonianism, then, was not v/hat Jefferson 
would have conceived it to be, but a Rooseveltian version, 
much, simplified and reduced to a few basic concepts. Roose­
velt shared two basic attitudes with Jefferson --  a belief
that country life was, somehow, better than that of the city 
and that the nation's strength lay in the countryside; and a 
distrust of speculators and middlemen. To this was added 
Roosevelt's belief that in the 1920's the Republican party 
represented wealth and privilege and that the Democratic 
partv had to represent the true interests of the common man; 
he interpreted Jefferson's political battles with the Feder­
alists in the same light. In this respect, Roosevelt’s re­
discovery of Jefferson added nothing really new to his 
political-economic philosophy, but it did serve to strengthen 
his beliefs and offered him a weapon to use against his op­
ponents .

Like Jefferson, Roosevelt had a bias in favor of rural 
and small-town life. Bettering of conditions on the farm, 
not just economically, but socially, was a major element in 
his political program in the State Senate, when he, campaigned 
for the vice-presidency, and as governor. In 1921 he made a 
typical statement of this position. Speaking at Lenox, Mass., 
he decried the fact shown by the 1920 census that more than 
fifty percent of the American population lived in cities.
This trend must be stopped, he said, "for the growth of cities 
while the country population stands still will eventually brin 
disaster to the United States". A "nice balance" must be
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maintained between industry and agriculture. Roosevelt advo­
cated a program to aid agriculture and a back-to-land movement
undertaken by local communities --  put families back on idle
farms, build better roads and schools, and provide an improved 
marketing system to reduce middlemen's profits. "Legislation 
will not do it," he said, "paternalism by Washington or Boston 
or Albany will give no panacea. We have more than enough laws 
  what we need is action.

Like Jefferson, Roosevelt had a distrust of middlemen, 
speculators and bankers. We have already noted his views that 
speculative middlemen were a major cause of the high cost of 
living, and bis attempts to regulate commission merchants when 
he was in the State senate. We will note his attacks on bankers 
and promoters in arguing for his electric power development pro­
gram. as governor.

But the most important element in Roosevelt's interpreta­
tion of the Jeffersonian philosophy --  an element that was
also a major foundation of progreasivism --  was opposition to
a privileged position for the wealthy and support of a govern­
ment dominated by the ordinary man. It was this viewpoint 
that Roosevelt developed at great length in the twenties. Just 
as Jefferson had fought Hamilton on this Issue, so Roosevelt 
conceived the struggle between Democrats and Republicans in the 
twenties. The Democratic party must be made into a party of

Tl FTU7R., "The Danger of Big Cities," speech before the Berk­
shire Bankers' Association, Lenox, Mass., 20 June 1921, 
(Berkshire, Mass., Evening Eagle, 21 June 1921).
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the people, opposed to the Republicans, representing the 
wealthy vested interests who were using control of the gov­
ernment for their own enrichment. In Roosevelt's eyes It 
was the old conflict, of "wealth versus commonwealtb", with 
the whole future of American democracy at stake.

In 1925 he reviewed Claude Bowers' book, Jefferson and 
Hami11on, for the New York World. Roosevelt argued that the 
differences between Hamilton and Jefferson could be applied 
to the "present day policies of our two great parties" and 
criticized those "smug writers" who denied that "the forces 
hostile to control of government by the people which existed 
in the crisis of 1790-1800 could still be a threat to our pre­
sent day and land". Hamilton he described as a supporter of 
an aristocracy of land and wealth, Jefferson as the supporter 
of the small farmer and the poorer* groups in the nation. 
"Jefferson's faith in mankind was vindicated; his appeal to 
the intelligence of the average voter bore fruit; his concep­
tion of a democratic republic came true." Roosevelt closed 
on a prophetic note;

I have a breathless feeling as I lay down this
book --  a picture of escape after escape which
this nation passed through in these first ten 
years; a picture of what might have been if the 
Republic had been finally organized as A.lexander 
Hamilton sought. But I have a breathless feeling, 
too, as I wonder If, a century and a quarter later, 
the same contending forces are not again mobil­
izing. Harniltons we have todav. Is a Jefferson 
on the horizon?

1. F.D.R., Review of Jefferson and Hamilton; The Struggle for
Democracy in Ajnerica, New~York Evening World, 3 Dec. 1925; 
reprinted In The American mercury, Vol. LXI, No. 261 
(Sept. 1945), pp. 277-81.
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Bowers thought very highly of Roosevelt’s review, which 

applied "the lessons of the Jeffersonian peri od to the prob­
lems of today.... I wish I could tell you. how delighted I am 
at the revelations of yourself that appear in the review....
I wrote the book really to recall the party of Jefferson to 
the real meaning of Jeffersonian Democracy, and you have brought 
it out".'*'

Roosevelt's conviction that the Democrats must oppose the 
new attempt to impose an aristocracy of wealth on America be­
came a recurring theme in his political-economic thinking.
Shortly after his review appeared, he wrote;

We are approaching a period similar to that from 
1790-1800 when Alexander Hamilton ran the Feder­
al government for the primary good of the cham­
bers of commerce, the speculators and the inside 
ring of the national government. He was a funda­
mental believer in an aristocracy of wealth and 
power --- Jefferson brought the government back 
to the hands of the average voter, through in­
sistence on fundamental principles, and the edu­
cation of the average voter. We need a similar 
campaign of education today, and perhaps we shall 
find another Jefferson.2
Franklin D. Roosevelt (with his modernized Jeffersonianism), 

had begun to emerge as a political leader in the campaign of 1924,

1. Claude Bowers to F.D.R., 2 Dec. 1925 (Roosevelt Library).
Roosevelt's political importance at the time is indicated by 
his being chosen to write the review for the World, of which 
Bowers was an editorial writer. Other reviews were by John 
W. Davis, recently defeated Democratic candidate for the 
presidency, for the Sunday World, Senator Borah for the New 
Republic, Senator Beveridge for the Boston Transcript, James 
Truslow Adams for the N.Y. Sun and Prof. Dodd of the Uni­
versity of Chicago for the N.Y. Tribune.

2. F.D.R. to Dr. W. C. Martin, 9 Dec. 1925 (Roosevelt Library).
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Alfred E. Smith's campaign managers and. 
speech, for Smith in the 1924 convention. 
few bright spots of the convention, and F.D.R. 
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total popular vote obtained by Davis. The Democrats were a 
badly split, badly demoralized, badly beaten party. Roose­
velt set out to revitalize them with a strong dose of his 
developing Jeffersonianism.

The goal of the revitalized Democratic party was to be 
reform within the framework of already existing institutions. 
Radicalism was abjured, but new schemes were not:

The Democratic Party is the Progressive Party 
of the country, but it is not the ultra­
radical party of the country, which is a very 
different thing. We cannot surely progress 
unless each advancing footstep is placed on 
firm and tried ground. To rush blindly along 
the paths proclaimed as highways to Utopia by 
some of our friends would be to find ourselves 
hopelessly mired in the quicksand of untried 
political theories of government.
I believe there is a place for the most opti­
mistic dreamer in our party, because our party 
in its very foundation principles is committed 
to the doctrine of adopting every new thing 
that makes for the comfort and happiness and 
well being of all the people of our country 
just as soon as it is certain that such new 
ideas are sound and will have that effect.-1-
The first step was a letter to party leaders throughout

the nation a month after the defeat. The party needed a better
national organization, he pointed out, but more than that it
needed unification around a program of progress and liberal
thought. The party should devote itself to "organizing for
party principles, for the taking advantage of our opponents'
errors and omissions, and for presenting our own logical and

1. F.D.R. to James A. Edgerton, 27 Jan. 1925 (Roosevelt Library).



www.manaraa.com

126.
progressive program”.1

With a large number of favorable replies, the second
step was an open letter to Senator Walsh, setting forth, the
basic principles necessary for party unity;

First, as to what may be called fundamental 
principle s which the Democratic Party advo­
cates, my correspondents are over-whelmingly 
agreed that the Democracy must be unquali­
fiedly the party representative of progress 
and liberal thought. In other words, the 
clear line of demarcation which differentiated 
the political thought of Jefferson on the one 
side and of Hamilton on the other must be re­
stored. The Democracy must make it clear 
that it seeks primarily the good of the av­
erage citizen through the free rule of the 
whole electorate, as opposed to the Republi­
can Party, which seeks a mere moneyed pros­
perity of the nation through the control of 
government by a self-appointed aristocracy 
of wealth and social and economic power.
The party must concentrate on basic Issues and not be dis­

tracted by ’’matters of momentary or temporary nature which are 
principally of local interest'1, it must adhere to "principles 
rather than personalities". There followed a half-dozen prac­
tical suggestions that would make the party a more closely-knit

2and effective organization. In effect Roosevelt was saying 
that the Democrats must stop quibbling over divisive issues 
and candidates and express principles that would appeal to 
the average voter, that the party must base itself on the 
economic issues of the privileged versus the poor.

1 . F.D.R. to Josephus Daniels, 5 Dec. 1924 (Josephus Daniels 
Papers, Library of Congress). Identical letters were sent 
to hundreds of other party leaders.

2. F.D.R. to Senator Thomas J. Walsh, H.Y. Times, 9 Mar. 1925.
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The reaction of the party leaders was not favorable. 

Senator Walsh approved,1 and so did Senator Robinson of Ar­
k a n s a s . ^ But most party leaders were not favorably impressed, 
including the chairman of the national commit;tee^ and the 
ageing Bryan.4 The New York Times noted how thoroughly the 
Democratic party itself had become "HarnlItonlzed".®

One of Roosevelt’s correspondents suggested that party 
finances should be based on a large number of small contri­
butions. F.D.R. agreed:

Just as the idea of the professional Republi­
can politicians is an endless chain of ob­
taining public office so as to grant favors 
to wealthy corporations so that wealthy cor­
porations will give them large sums to enable 
them to elect their candidates so as to grant 
them more favors and so on indefinitely, the 
fundamental Democratic idea that a political 
party is a piece of machinery by which the 
ideals of its principles can be put in actual 
practice in government should be carried into 
the financial side by refusing to permit 
large contributions and make instead almost 
every Democratic voter an equal partner 
through his subscription in our enterprise.®

In spite of his rebuff from the older leaders of the party,
Roosevelt continued In his efforts to give his party a solid

1. N.Y. Times, 9 Mar. 1925.
2. N.Y. Times. 10 Mar. 1925.
3. N.Y. Times, 5 Apr. 1925.
4. N.Y. Times, 9 Apr. 1925.
5. "Premature Harmonizers," editorial, N.Y. Times, 10 Apr. 1925.
6. F.D.R. to Myron D. Kings, 15 June 1925 (Roosevelt Library).
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economic basis. A lengthy correspondence with Democrats of 
similar views occupied much of his attention for the next 
several years. Cordell Hull bombarded Roosevelt with four 
drafts of a "confidential memorandum" that restated the is­
sues that Roosevelt had raised:

The dominant leaders of the political party in 
charge of the federal government have viewed 
with careless indifference the gradual collapse 
of agriculture.... A continued redistribution 
of property as between industry and agriculture 
is inevitable under existing inequitable eco­
nomic policies....
The directing forces of our government are con­
fined to a relatively few persons of large pe­
cuniary interests...who are naturally shaping 
legislation and government so as most to favor 
those interests.... This narrow', vicious and 
dangerous philosophy teaches that...the most 
exclusive governmental favors to them are 
equally beneficial to the entire people; and 
that they naturally and always should consti­
tute the governing class....
Equality, Justice and fairness alike to all 
afford a far broader and sounder base for 
permanent prosperity than the narrow and arti­
ficial base offered by ultra high tariffs and 
other handouts by the government to a small 
cross-section of business.... There was never 
such a glaring instance of rule by_a minority 
in the history of free government.

Louis Howe, continuing as Roosevelt's private secretary,
added fuel to the fire:

Prosperity from the Republican standpoint means 
the prosperity of a few great corporations and

T~. Fourth draft of "Confidential Memorandum by Cordell Hull," 
undated but probably March or April, 1927: the first draft
is dated 9 March 1927, the second draft is dated 13 March 
1927 (Roosevelt Library).
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such crumbs of prosperity as drop from their 
table for the benefit of the country at large.
On the first page of today's Tribune you will 
find a little two-column story...which, it 
seems to me, would make a wonderful illustra­
tion of this point. The story tells in a 
rather nasty way how the head of Burns Bros., 
who are the leading coal robbers of the City 
of New York, left for Europe in the most ex­
pensive suite that could be bought on any 
steamer, and tossed out through the porthole 
to his clerks and heads of departments who 
came to see him off, five dollar gold pieces, 
for which they scrambled like so many starving 
children. Is not this, in parable form, the 
whole theory of Republican prosperity?!
If the major issue was ’’wealth versus commonwealth”, 

what were the specific economic measures advocated by Roose­
velt at this time in his new role of Interpreter of Jefferson 
for the 2C)th century? They were ”a scientific tariff, not 
written by and for a favored few, a general settlement of all 
debts between all nations, and the rejuvenation of the agri­
cultural population”.^ None of these measures could be con­
sidered revolutionary.

The Democrats had favored a. "scientific” tariff for many 
years. Roosevelt explained that the party did not favor free 
trade, but a tariff for revenue and to protect American in­
dustry from "dumping”. The tariff was to be "scientific” In 
that it would be based on the difference In manufacturing 
costs between American and foreign producers plus the cost of

1. Louis Howe to P.D.R., undated but probably 1928 (Roosevelt 
Library).

2. F.D.R. to Frank R. Kent, Oct. 1925 (Roosevelt Library).



www.manaraa.com

130,

transportation. Such a tariff would protect American manu­
facturers by equalizing production costs* The tariff sched­
ules would be determined by an impartial commission. Such a 
system would result in lower tariffs, and would, not permit 
manufacturers to overcharge the p u b l i c . T h e s e  were the 
ideas behind the tariff act of 1914 passed during the Wilson 
administration, but a new tariff act passed under Harding's 
administration abolished the commission and raised the general 
tariff level over the 1914 level. This latest act, said 
Roosevelt, "was drafted with the aid of and for the purpose of

Oenriching many special interests".
As for the problem of war debts and reparations, Roose­

velt advocated a sympathetic and tactful settlement or com­
promise, rather than insistence on full and immediate payment --
or at least he so implied.

1. F.D.R., Statement written for the Political Bulletin of the 
Women's City Club of Hew York, 192 4 (RooseveTt Library);
F.D.R. to Holston Bartelson, 21 May 1925 (Roosevelt Library). 
The "scientific" tariff based on differences in manufacturing 
costs has the objective of protecting the American manufac­
turer against imports of foreign goods produced at lower costs. 
It is not designed to maximize tariff revenues. Roosevelt»s 
equation of these two types of tariffs was incorrect. In this 
respect he was repeating: an error common among Democratic 
politicians of the time.

2. Statement written for the Political Bulletin of the Women's 
City Club of Hew York, _op. clt.

3. Keynote speech at Democratic State Convention, Syracuse, N.Y., 
27 Sept. 1926 (Roosevelt Library), pp. 14-15.
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The rejuvenation of agriculture required some form of 

"agricultural relief" and F.D.R. thought highly of the so- 
called "Lowden p l a n " F o r m e r  Governor Frank 0. Lowden of 
Illinois was a leader in seeking: a solution of the farm re­
lief program. The plan Roosevelt referred to was a variation 
of the Mei-Tary-Haugen plan that had recently failed of passage 
in Congress; its object was to raise prices of staple farm 
products through the so-called "equalization fee" procedure.^ 

Roosevelt was well aware in 1925 that his efforts toward 
party unity required that he soft-pedal all issues that might 
be creating disunion; indeed, he ignored the very existence of 
the issues that split the 1924 convention. This tactic is 
clearly indicated by a series of newspaper columns written by 
F.D.R. for the Macon (Georgia) Daily Telegraph in the months

17 fTd TR. to Senator Thomas -1. Walsh, 22 Feb. 1926 (Roosevelt 
Library).

2. N.Y. Times, 9 Jan. 1926. The "Lowden Plan" called for farm 
cooperatives to ;.urchase surplus farm products and sell their 
abroad. The goal was to keep prices for staple farm products 
above the world price. Any losses on foreign sales by the 
cooperatives were to be made up by an "equalization fee" paid 
by the farmer to the cooperative; since only a part of the 
crop would be sold abroad the farmer would be, In effect, ob­
taining higher prices only on that part of the crop consumed 
domestically. The"Lowden Plan" was similar to the McNary- 
Haugen Bills of 1924 and 1925 in Its basic principles, but 
would substitute operation of the plan by farm cooperatives 
for operation by a government agency. The Dickinson Bill of 
1926 embodied this idea, as did the KcYary-Kaugen Bills of 
1926 and 1927. See John D.Black, Agricultural Reform in the 
United States (Yew York, McGraw-Hill, 1929), pp. 2*53-255.
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of April and May 1 9 2 5 Almoa b all controversial material 
v/as eliminated from the columns, especially the Klan and pro­
hibition problems; and F.D.R. was lavish in his praise of 
Georgia and the South.

The column for April 18, however, discussed conservation, 
a subject dear to Roosevelt's heart. He decried the waste of 
lumber lost thro ugh fire, but criticized even more the failure 
of many owners to treat their forests as a crop. This great 
waste, resulting from the shortsighted view of landowners, woul 
ultimately force the government into the lumber business:

Many of the nations of Europe found themselves, 
about 150 years ago, practically stripped of 
their forests. They learned that individuals
are, as in. t ividuals, essentially selfish--
that if It was left to the sweet will of the 
individual landowner he would not bother his 
head to plant new trees or protect young 
seedlings where he had cut off his original 
piece of lumber. Over in Europe, the timber 
shortage became so acute that the governments 
had to step in and create state forests.
Like most Democrats, I am pretty thoroughly 
opposed to having the Federal, or even the 
state governments, embark in new enterprises 
which should be handled by individuals, but 
unless we, in the United States, take im­
mediate steps to compel the growing of new 
timber by individuals I prophesy that it will 
become a government enterprise in the next 
generation.. . ,
The owner of land owes it to the community, 
and to the state, and to the nation, to use 
that land in the best possible way for humanity. 2

1. Reprinted In Donald S. Carmichael (ed), F.D.R., Colunn1st; 
The Uncollected Columns of Franklin D. Roosevelt’ (Chicago, 
Pellegrini and Cudahy, 19475". ’

2. Ibid, pp. 33-34.
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Roosevelt had not forgotten the basic criticism of private 
property he had first expressed as a State Senator in his 
speech at Troy, N. Y. in 1913.

Other columns dealt with problems of immigration ---
Roosevelt advocated restricted, selective immigration --- 
efficiency in government administration, Amer.lean-Japanese 
relations, and defense. His last column took up tax prob­
lems. F.D.R. pointed out that many of our taxes overlapped 
and there was considerable double taxation. Especially, ha 
inveighed against personal property taxes thet were evaded 
or did not have bones!:, and complete enforcement:

If all taxes, especially those on property, 
were enforced 100 percent, the average man's 
taxes could be cut from a third to a half.

There was little In Roosevelt's 1925 columns to indicate 
that he had any opinion on the major issues of the mid- 
twenties. He gave every indication of being merely a plea­
sant politician who did not have any ideas of consequence.
As a good politician he was letting sleeping dogs lie.

This evasion of issues was only a temporary phenomenon, 
however, and stood In sharp contrast to his support of Alfred
E. Smith and Smith'3 program in New York State. In fact, 
Smith's "little welfare state" in New York must be considered 
an important forerunner of the New Deal and a direct connecting 
link between the pre-World War I progressive movement and the 
Roosevelt administration of the thirties. Although Smith's

Tl Carmichael (eb.), op. cit., p. 69.
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program may seem rather mild when viewed from the perspective 
of a quarter of a century later, in his day it was highly con­
troversial. And although his accomplishments fell short of 
his goals, it must be remembered that Smith, a Democrat, had 
to work with a Republican-dominated legislature that even in 
those days was noted for its obstructionist tactics.

Smith's basic goal was the welfare of the people, and he 
felt it to be the duty of government to promote that welfare
in every possible way. He asserted that

The Democratic party believes that law in a demo­
cracy is the expression of that particular thing 
which does the most good for the greatest number 
and goes the furthest to relieve and to protect
and care for the great mass of the people, who,
after all, make up the country.

In brief, welfare legislation was the major function of govern­
ment *

OSmith's whole career as governor*" was devoted to expressing 
that philosophy in legislation. In the field of education he 
increased state aid to municipalities from about $9 million in 
1919 to $82.5 million in 1927. In 1925 I\Tew York began its great 
state park system with the approval by the electorate of a $15 
million bond Issue for that purpose. A friend of labor, Smith 
pushed minimum wage legislation and the 48-hour week for women 
and children in industry. The first failed of passage, and in 
place of the second Smith had to be satisfied with a compromise

1. Henry Moscow!tz (ed.), Progressive Democracy: Addresses and 
State Papers of Alfred E . Smi th (?!. Y , Hare our t, Brace & Co., 
1928), p. bJL.

2. Four terms, 1919-20 and 1923-28.
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labor amendment bo the Federal constitution, but did not press 
the issue In the face of concerted business opposition. He 
successfully resisted efforts to weaken the state’s workmen's 
compensation law.

Another area that felt Smith'3 welfare emphasis was 
health: a large-scale program of reconstruction of hospitals
and mental Institutions was begun, and state aid for county- 
public health services was greatly increased. Prison reform 
was also undertaken. Laws to prevent rent-gouging were passed, 
and other laws were designed to promote construction of housing 
and slum clearance.

A second major accomplishment of the Smith regime at Albany 
was reorganization of the state government. Government ef­
ficiency had been a favorite theme of Smith’s ever since he 
participated in the few York Constitutional Convention of 1915. 
When he became governor this became a pet project, and over sev­
eral years he effected a consolidation of the state bureaus and 
departments and the adoption of an executive-controlled budget 
in place of the former legislature-controlled general appropria­
tion bill.

Reorganization of the government permitted Smith to reduce 
both income and property taxes by 25 percent, in spite of the 
large welfare expenditures. A major innovation in state financing 
contributed greatly to the tax reduction; capital improvements
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such as hospitals and parks were paid for by bond issues instead 
of by the pay-as-you-go plan formerly used for such projects. 
This policy, closely akin to the "deficit spending" of the 
thirties (although it had no anti-depression goal3 in Smith's 
day) was strongly defended by the Governor as the application 
of business principles to government.

With the accomplishment of the major elements in his pro­
gram for governmental reorganization Smith turned to the prob­
lem of water power. Here he met with no success whatsoever 
beyond the acceptance of the basic principles he advocated.
Smith felt that water resources owned by the state --  and these
included much of the Niagara and St. Lawrence power potential 
as well as important sites in the Adirondacks ---  should be de­
veloped by the state itself. He would have set up a State Water 
Power Authority with power to issue bonds, build power plants, 
and generate electricity; the power was to be distributed by 
private companies under contracts that would prescribe the rates 
to be charged. This policy was opposed by the Republicans: 
they wanted the power sites leased to private companies for 
periods up to 50 years, with annual rentals to be paid to the 
state; at the expiration of the lease the properties were to 
revert to the state, subject to payment to the private company 
for improvements. The issue was clear: public vs. private
enterprise.

Because the fight over water-power policy was taken up by 
Roosevelt when he became governor and his statements on the 
problem represent an important element in his economic thought,
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it la worth while to chronicle some of the major events that 
took place in Smith's terms as governor in the development of 
the State's water power policy. A State Water Power Commis­
sion had teen created by the Republican administration of 1921- 
22, empowered to grant 50-year leases to private companies for 
the development of power sites, but with Smith's return to the 
governorship in 1923 no action was taken. Then in 1926 Smith 
pushed through the legislature a bill creating a new Water 
Power and Control Commission, with two of the three members to 
be appointed by the Governor and with authority to issue licenses 
only with his approval* This new legislation was to become ef­
fective on the first of January 1927.

In the meantime two things happened. Smith made the de­
velopment of water power by a state authority the major issue 
of the 1926 gubernatorial campaign and was elected by a large 
majority. And two private companies applied for licenses to
develop the vast power resources of the St. Lawrence River --
just before the powers of the Republican-dominated Water Power 
Commission to grant those licenses were to expire. The final 
hearing on the applications was to be held less than a month 
before the new legislation was to take effect.

Smith looked upon this as a deliberate flouting of the 
will of the electorate, and telegraphed the chairman of the 
Water Power Commission to use his influence to prevent issuance 
of the licenses. Upon the chairman's refusal, Smith eng;aged 
Samuel Untermeyer as special counsel --  the State Attorney
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General was a Republican .member of the Commission --  and on
the day of the hearing Smith informed the commissioners that, 
in Untermeyer’s opinion, the licenses were illegal* This was 
probably true, because various obscure clauses in the appli­
cations made them, in effect, 50-year options, and the Com­
mission was empowered to grant leases only. At the last moment 
the applications were withdrawn and the whole matter was dropped.' 
This was the situation that Roosevelt inherited when he was 
elected Governor in 1928.

Roosevelt had been a strong; supporter of Smith and his 
program for many years. In 1918, when Smith needed support 
from upstate Democrats to obtain the gubernatorial nomination, 
F.D.R. came out strongly for him and expressed confidence that 
Smith would bring a "liberal and progressive" administration 
to the State.^ Then, in 1920 F.D.R. was one of the seconding 
speakers for Smith’s presidential nomination, with the nomina­
tions eventually going to Cox and Roosevelt. In 1922 he sup­
ported Smith for the governorship of New York as a man with a
truly democratic attitude and a "true understanding of the 
needs and desires of the average American" who had consistently 
supported laws "aimed to meet new conditions and a higher stand­
ard of living".® In 1924 Roosevelt was floor manager of Smith’s

1. William G. Mosher, "Public Utilities and Their Recent Regu­
lation" in History of the State of New York (N.Y., Columbia
TJ. Press, 1*535") pp. 231-70; AT BT Knapp, Water Power Problems 
in New York State (Master's Thesis, Syracuse UniversIty, 1928) 
passim.

2. F.D.R. to Smith, 14 Oct. 1918 (Roosevelt Library).
3. F.D.R. to Smith, 25 Oct. 1922 (Roosevelt Library).
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unsuccessful Told for the Democratic presidential nomination and 
made the nominating speech in which he characterized Smith as 
the "happy warrior". He wrote with the highest praise of 
Smith's "comprehensive program for social and human welfare" and 
his pro. ressiviam.^ In 1928 he refused to permit his own nomina-

ption for the presidency^ and again acted as Smith's floor manager
and nominated him again. As Frs. Roosevelt pointed out:

Franklin and I had long supported Governor Smith 
politically because of his social program; we be­
lieved that he wanted the welfare of the average 
man and woman.
Not only was Roosevelt one of Smith's leading supporters, 

but the two men were close friends. The break between them did 
not come until Roosevelt was Governor. As early as 1928 F.D.R. 
disapproved of the appointment of John J. Raskob as Chairman of 
the Democratic National Committee. This attempt on the part of 
Smith to placate business interests was a mistake In Roosevelt's 
eyes, and represented the first serious disagreement between thern.^ 
But in spite of his feelings that Smith had made serious mistakes

1. F.D.R., "Problems and Policies in New York State," American 
Review of Reviews, Vol. 69, No. 6 (June 1924), pp. 604-607;
F.D.R., "Smith - Public Servant," The Outlook, Vol. 127,
No. 8 (25 June 1924), pp. 590-11.

2. F.D.R, to Josephus Daniels, 25 June 1927 (Roosevelt Library).
3. Eleanor Roosevelt, This I Remember (N. •.. Harper & Bros., 1949), 

p . 38.
4. F.D.R. to Josephus Daniels, 20 July 1928; F.D.R. to Van Lear 

Black, 25 July 1928 (Roosevelt Library).
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in his campaign, F.D.R. consented to run .for the Governorship 
of New York on Smith’s personal plea that it was necessary if 
Smith was to carry the state in the election.

Roosevelt's support of Smith and of the growing use of 
governmental power in New York to promote public welfare wa3 
expressed in a series of newspaper columns written for the 
Beacon (N.Y.) Standard following Smith's nomination for the 
Presidency in 1928. They fully supported the welfare legis­
lation of New York and Smith's stand on the power issue. On
August 23 he wrote about the development of state parks and
parkways. Roosevelt, who was chairman of the laconic State 
Park Commission, defended the development of state parks against 
property-owners whose land was taken:

Fost of us can recognize the disturbed feelings 
of the owners of costly estates who are horri­
fied at the invasion of their privacy by the 
multitudes woo will use a new parkway cutting 
directly through their lands, but in the final 
analysis there seems to be no question that the 
fight will be won by the multitudes, because
more and more we are, as s nation, working for
the greatest good of the greatest number.
It is ell very well to talk of the sanctity cf 
private property, yet since the earliest days 
our institutions have recognized the right of 
eminent domain "on behalf of citizens where 
the taking of privately owned property will 
benefit the body of citizens".
Turning next to the tariff, F.D.R. pointed out that the 

Democrats did not advocate any substantial change in tariff 
policy, but would revive the Tariff Commission and eliminate

pfavoritism for special interests.

1. Carmichael (ed.), _op. cit., pp. 114-115.
2* PP- 117-120.
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Two columns were devoted to agricultural problems. 

Roosevelt called attention to the serious problems that had 
been afflicting the farmer in the post-war period, especially 
the problem of surplus crops. He pointed out that President 
Coolidge had vetoed the two McNary-Haugen Bills, which were 
the first comprehensive attempts to solve the problem of sur­
pluses that had passed Congress, and that candidate Smith had 
promised to take some kind of action to meet the problem on 
the basis of recommendations by a body of experts. F.D.R. 
said that Hoover's promise of higher tariffs on agricultural 
imports would hardly touch the problem, since the tariff is 
ineffective on commodities for which there is an exportable 
surplus. He supported the basic, demand of all the farm lob­
bies --  the demand for complete economic equality of agri­
culture that was behind farm legislation both under Hoover and 
under Roosevelt as president.1 These columns showed Roosevelt 
to be well acquainted with the agitation for farm relief and 
the major possibilities for legislation that had received sub­
stantial support up to that time.

The column devoted to water power development supported 
fully the position of Alfred E. Smith. The government should, 
through a government owned corporation or authority, construct 
power plants and generate electricity, selling the power to 
private companies for distribution. This plan was proposed for

1. Ibid, pp. 117-120.
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government-owned power sites at Muscle Shoals and Boulder Can­
yon, and was contrasted with the Republican belief in private 
power development with public utility regulation to protect 
the public.-1' Roosevelt expressed the basic issue in broad 
terns:

In the final analysis the same difference between 
two schools of thought applies to the problem of 
the development of our natural resources. These 
resources both above and below ground arc the 
common heritage of the people of the United States.
They need to be developed ana at the same time we 
must prevent them from being wasted. Many of the 
resources, such as our timber supply, are being 
exhausted. It is certainly a very necessary part 
of the function of our government to see that the 
use of these resources shall be allowed only for 
the best interests of the population as a whole 
and that no private individuals should be allowed 
to make huge profits at the expense of the great 
mass of ultimate consumers.2
Roosevelt's support of Smith indicates that he had accepted, 

in his own political thinking, a positive role for the Federal 
government in promoting the general welfare. This view con­
trasted with the ideas of Thomas Jefferson, whom Roosevelt pro­
fessed to follow. Jefferson was opposed to extension of the 
powers of the Federal government and believed strongly that the 
proper locus of political power was local government. Both 
Roosevelt and Jefferson may have believed in control of govern­
ment by a broad electorate and no special privileges for the 
wealthy, but Roosevelt was willing to use "Hamiltonian" means 
to achieve the "Jeffersonian" ends he believed In.

TI ibid, pp. 138-139.
2. Ibid, p. 140.
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This viewpoint was alow In developing, however. In his 

1925 efforts to unify the party F.D.R. sought to ignore the 
Issues dividing the Democrats by arguing that they were re­
gional issues and not national problems. He insisted that 
the party must agree on a. few basic: principles and campaign 
on them, leaving all issues on which the partj7 could not agree 
for state or local action. As Louis Howe put It, there was a 
need to distinguish between national and national party issues:

The Democratic trouble has been an attempt to 
make every National subject a party issue, 
whether the party was really agreed on It or 
not. No National issue should be made part 
of a National party platform unless the whole 
party is practically united on the question.
This theory fits in beautifully with States’ 
rights, as it logically follows that on mat­
ters affecting the whole country, but which 
are viewed differently in different sections 
of the country, should be left as our fore- ,
fathers intended, for each state to pass upon.

Howe, was, of course, seeking a justification for evading a 
stand on the prohibition issue, so that F.D.R. could continue 
to be a peacemaker between the battling factions of the party.

This viewpoint became a major element in Roosevelt’s at­
tempt to achieve party unity In 1925, and was, essentially, a 
compromise on the question of the relationship between govern­
ment and the economy, just as It was a compromise on the issues 
which divided the party.

A year and a half later Roosevelt took a more positive 
stand, and one that was much closer to his position in the New 
Deal years. Keynoting the New York State Democratic, convention

1. Louis Howe to F.D.R., 20 Feb. 1925 (Roosevelt Library).
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in 1926, he pointed out that "the march of modern civilization
brings forward new problems for solution and new possibilities
for the greater happiness of human beings,1' and continued:

If we accept the phrase "the best government is 
the least government" we must understand that it 
applies to"-the simplification of governmental ma­
chinery, and to the prevention of improper inter­
ference with the legitimate private acts of the 
citizens, but a nation or a state which is un­
willing by governmental action to tackle the new 
problems, caused by immense increase of popula­
tion and by the astounding strides of modern 
science, is headed for dec-l'n© and ultimate death 
from inac t ion. 1
As an illustration of Roosevelt’s view of the proper role

of the Federal government --  and the contrast with the views
of Coolidge and Hoover --  the case of the Mississippi River
floods of 1927 is illuminating. The floods of that year were 
especially bad and a great deal of relief work was necessary. 
President Coolidge was satisfied that Federal responsibility 
ended with Army rebuilding of broken dikes, that Red Cross re­
lief and local and state governments could take care of the 
victims, and that local banks could provide capital for re­
building. Secretary of Commerce Hoover took charge of the re­
lief work, which was privately financed. Roosevelt, on the 
other hand, thought that stronger measures were needed. He 
demanded a special session of Congress to pass flood relief

TT Speech at Syracuse, N.Y., 27 Sept. 1926 (Roosevelt Library), 
pp. 1-2.
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legislation: special relief funds to be appropriated by Con­
gress , loan funds for reconstruction, a debt moratorium in 
the affected areas, and an easy lending program by the Federal 
Farm Loan Banks.^

Roosevelt's view of the proper role of government was made 
fully clear when he became Governor of New York. Government 
was "something more than a necessary evil", it was "an agency
first to protect society and then to promote and guide all the

2people into better ways of living". The great achievement of
the Democratic party in New York, he said, was

The realization of the greatly changed relation­
ship between government and the people; the under­
standing of the real duties of the government to 
be the servant and not the master of its citizens; 
to pension its aged, to provide compensation for 
its injured toilers; to construct great hospitals 
for its sick; to modernize its unspeakable prisons; 
to adopt the modern penal theory of parole and pro­
bation whenever possible; to develop its vast water

TZ Roosevelt's position was presented in his article "V/hat Price 
Flood Relief," National Business Review, Vol. 6, No. 3 (1 Oct. 
1927), pp. 6-7. Although the magazine was campaigning, for a 
Great Lakes-Gulf waterway to be tied in with a flood control
program --  and Roosevelt knew it --  he hardly mentioned such
a project in his article. Hoover had already proposed pub­
licly that development of inland waterways be combined with 
fl<od control (N.Y. Times, 28 Aug. 1927). Roosevelt favored 
a development program' for the Mississippi Valley that would 
include development of waterways, flood control, and hydro­
electric power development (F.D.R. to Alfred E. Smith, 20 Kay 
1927, Roosevelt Library).

2. F.D.R., Address before the Schenectadyr County Democratic Or­
ganization, Schenectady, N.Y., 12 Mar. 1930, Public Papers 
and Addresses of Governor Franklin D. Roosevelt, 1930 (Albany, 
J* P. Lyon's, 1931)', p~. 714. This source will hereafter be 
cited as Public Papers.
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power as a State resource for the primary bene­
fit of the citizens of the State.

New York’s welfare program was, in Roosevelt's eyes, the mod­
ern embodiment of the Jeffersonian tradition. 7/hen as Governor 
he was faced with a Republican majority in the legislature, 
which, because of the election district set-up, actually repre­
sented a minority of the voters and continually obstructed the 
program on which he had been elected, he said;

It is the same old conflict which Thomas Jeffer­
son faced. Jefferson believed in human rights 
above pror;erty rights, the rights of men av-ove 
the rights of possessions. Today we have 
selfish groups which have been able to block 
much important and human legislation because 
some employer's pocketbook would be affected if 
he had to pay a living wage in every instance, 
or if he had to pay a workman who became ill 
from some cause associated with the kind of 
work he was Going.

F.D.R., Address before the Young Men's Democratic Club, 
Hotel Astor, New York City, 30 Apr. 1931, Public Pajjers, 
1951, p. 731.
F.D.R., Radio address to Thirty Luncheons in Honor of 
Thomas Jefferson, 12 Apr. 1930, Public Papers, 1950. p. 427,
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CHAPTER VII 
INTERLUDE: BUSINESS AFFAIRS

Roosevelt's business affairs during the twenties are sig­
nificant for two reasons. First, he took an active part in 
the traue association movement chat was to develop into the 
N.R.A. of the early New Deal. Second, hi3 attitude toward 
business was a curious -'nixture: on the one hand he insisted
that mere profits were not a full justification for business 
activity, that the businessman must also have the motive of 
public service; on the other hand, he himself participated 
In a number of outright speculative and promotional ventures 
that had little to do with sen Ing the public.

The most significant of F.D.R.fs business affiliations 
during the twenties was his connection with the American Con­
struct i o n C ounoil.

In 1920 the construction industry in New York City was 
in very bad odor. Prices were soaring to peaks never before 
reached, labor unrest was endemic, and there were rumors of 
graft, monopoly and racketeering. In particular, high prices 
of building materials were causing much agitation. The State 
legislature authorized an investigation headed by Senator 
Charles C. Lockwood,  ̂ while in Washington Senator Calder called

Tl NTy: Times, 25 Sept. 1920.
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for a federal investigation into price-fixing.^ Attorney Gen­
eral Palmer ordered an inquiry into the subject, as did New

9York State Attorney General Newton."
The Lockwood Commission blew the lid off, under the direc­

tion of anti-trust lawyer Samuel Untermeyer. It showed that 
builders paid graft to the head of the Building Trades Council, 
that uncooperative contractors were driven out of business,^ 
and that those who remained In business were subject to extor- 
tion. Much evidence of price-fixing, combinations of sellers,
and excessive profits was found^ and many indictments under the

7State and Federal anti-trust laws were handed down. Testimony 
before the Commission showed that Bethlehem Steel Corporation 
and II. S. Steel Corporation forced contractors to deal exclu­
sively through the Iron League Erectors Association, and to

qerect steel only under open shop conditions.'' The investigation 
continued on into 1921, each week turning up some new fact of 
graft or corruption.

Aggravating the disclosure of graft and corruption was the 
great instability In the construction industry that appeared in

1. Ibid, 26 Aug. 1920.
2. Ibid, 30 Sept. 1920.
3. Ibid, 2-22 Oct. 1920.
4. Ibid, 28-29 Oct. 1920.
5. Ibid, 1 Nov. 1920.
6 . Ibid, 1-3 Dec. 1920 and
7. Ibid, 30 Dec. 1920.
8. Ibid, 15-16 Dec. 1920.
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the immediate post-war period. A sharp decline in building 
activity occurred concurrently with the Lockwood Commission 
investigation, a decline that was one of the major factors in
the depression of 1920-21. The industry was also troubled by
great seasonal instability ---  little construction work was
done during: the w i nter and local instability large con­
struction projects in one area with little activity in another. 
It seemed to Herbert Hoover, then Secretary of Commerce, and 
his friend .from wartime Washington, Franklin D. Roosevelt, 
that something: should be done abort til's huge but disorganized
industry, Together they dedided to form the American Construc­
tion Council,^ an organization within the industry designed "to 
place the construction industry on a high plane of Integrity 
and efficiency and to correlate the efforts toward betterment 
made by existing; agencies through an association dedicated to 
the improvement of the service which the construction industry

r>renders"." The other major objective was:
to stabilize the entire construction industry 
by eliminating the "peak anc valley" conditions, 
to the advantage of capital, labor, and the pub­
lic in general.

1. F.D.R. to Charles F. Abbott, (Executive Director, American 
Institute of Steel Construction), 24 Oct. 1925, (Roosevelt 
Library).

2. Herbert Hoover, Comments on organization of the American 
Construction Council, reported in N.Y. Tribune, 5 May 1922.

3. Memorandum from F.D.R. to Noble F. Hoggson (member of the 
board of governors of American Construction Council), 31 
May 1923, (Roosevelt Library).
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But above all, the Council had to repair the damage done 

to the industry hy the disclosures of the Lockwood investiga­
tion. As P.D.R. put it, "‘building public confidence in the 
construction industry is primarily the aim of the American 
Construction Council"! adding that "if the members of the con­
struction industry are unable to keep their own house in order, 
an exasperated public will some day regulate their house for 
them.

The Council was fundamentally an association of trade as­
sociations within the building industry, with financial support 
coming from some 250 trade associations. In the spirit of self 
government of Industry that was to appear In the N.R.A. legis­
lation of 1933, the construction industry was to remedy its own 
defects by voluntary action. Although Secretary Hoover was one 
of the organizers he felt that the Council should be completely 
independent of government, and that Its policies should origina 
wholly within the Industry,3 while P.D.R. stated that "it is my 
desire and the desire of those responsible for the organization 
of this movement that the construction industry work out Its 
own salvation".^

Tl ITTyT Times, 4 June 1922.
2. N.Y. Post, 1 July 1922.
5. Herbert Hoover to P.D.R., 12 June 1923 (Roosevelt Library).
4. P.D.R. "The Task Ahead for Building," Nation's Business,

Jan. 1923, p. 37. ------------------
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The salvation of the industry was to he found in stabili­

zation to avoid seasonal unemployment and labor migration, a 
code of ethics for the industry, and a national study of 
building codes with a view toward standard practice, as well 
as "promotion of vocational guidance of youth into the trades...

M Oand gathering of helpful statistics
F.D.R. put more strongly the job of the Council, at least

as he, president of the organisation to 1928, saw it:
huddling through has been the characteristic 
method employed by the construction industry 
for the last few years. There has been no 
system, no cooperation, no intensive, national 
planning.3 '
But what kind of planning did F.D.R. have in mind? Ob­

viously, it was not centrally directed planning by the federal 
government, for the whole purpose of the Council was to enable 
the industry to regulate itself. The plannin.^ was to be volun­
tary cooperation through the Council, which would seek to de­
termine national policy on problems facing; the entire industry, 
with the policies to be voluntarily carried out by the various 
members of the industry.

For this type of "planning" a certain amount of harmony 
and agreement on basic principles among the various elements 
of the industry would be necessary. That a fundamental harmony 
of interests prevailed was one of the basic assumptions of those

TZ T5Td, pp. 35-37.
2. N.Y. World, 28 June 1922.
3. N.Y. Times, 4 June 1922. Italics mine.
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who organized the Council, P.D.R. stating that

We represent a get-together movement in the 
three great divisions of the Construction In­
dustry: those who plan and design; those who
transform the paper drawings into actual struc­
tures; and those who furnish the materials....
A closer relationship between these elements 
would result in a better understanding and a 
cooperation which would eventually benefit the 
public by reducing building costs in many in­
direct ways.'
That the cooperation necessary for voluntary ^planning” 

of the type contemplated by P.D.R. was difficult to achieve 
in the construction industry should have been evident from 
the results of the Lockwood investigstion. In 1925 F.D.R. 
was still trying to convince certain parts of the industry 
of the need for cooperation. Writing to the executive direc­
tor of the American Institute of Steel Construction, he said:

I am more and more convinced of the need for 
cooperation in the whole construction Industry 
.... In the old days there was too much ten­
dency to feel, for Instance, that those inter­
ested in steel construction were necessarily 
antagonistic to those interested in wood con­
struction; that brick manufacturers are merely 
rivals of the cement makers. Today, however, 
we know that In construction as In so many 
other human activities, what makes for the 
good of one is apt to make, also for the good 
of others ....
The American Construction Council seeks to 
bring; together these component parts of a great 
whole..., and to bring about cooperation towards 
ends which will serve the industry as a whole."

1. Speech by F.D.R. read before the Associated General Con­
tractors of America, Chicago, 22 Jan. 1924. Carbon type­
script dated 15 Jan. 1924, Roosevelt Library.

2. P.D.R. to Charles P. Abbott, op. cit.
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F.D.R. believed strongly that there was a harmony of in­

terests among individuals, especially when their vital inter­
ests were concerned. In spite of "jealousies" and "points of 
friction" he expected that in the construction Industry "we 
would all become, as far as possible, one happy family".1-

The type of "planning" actually engaged in by the Council 
is exemplified by the recommendations made by It in May 1923. 
Feeling; that speculative building was reaching a dangerous 
level, It recommended that "banking interests curtail the fi­
nancing of speculative building; until af ter the close of the 
summer", that governments should "delay their (construction)
work as much as possible until September or October", and that

opublicity be given to rising construction costs.''
This action came a week after Secretary of Commerce Hoover 

had written President Harding suggesting that the federal goven 
ment should not expand its construction activity at that time: 
the industry was fully employed and federal construction would 
displace resources used by private enterprise rather than add 
to employment and production.0

The attempt to publicize the proper action to be taken by 
the Industry as a whole did not meet with unanimous support.

TZ Minutes of the Board of Governors of the American Construc­
tion Council, 16 May 1923 (Roosevelt Library).

2. Ibid, pp. 41-42.
3. N.Y. Times, 9 May 1923.
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The Iv.anufactnrer13 Record attacked the Council’s recommenda­
tions editorially and Its editor wrote to F.D.R. that "organi- 
zation3 should not undertake to direct action of individual 
members” and that "for an organization such as yours to urge 
that no new work should be begun for 90 days is merely a strike 
of capital against labor and materials".  ̂ Roosevelt answered 
with a diatribe against one of his favorite targets, the philo­
sophy of rugged individualism:

I fear that you deliberately insist that no or­
ganization of individuals, whether of capital 
or labor or both combined, should ever suggest 
a course of action to Its individual members.
Yours is a creed of "every man for himself and 
the devil take the hindmost...," It is per­
fectly clear that seme self-seeking interests 
have deliberately and maliciously distorted the 
recoirauendati ons of the Council in order to serve
their own Immediate purpose --  in other words,
to make the biggest possible profits while the 
going is good --- another case of "the devil 0 
take the hindmost", of "after me the deluge"

F.D.R. went on to say that inflation and depression can be
eliminated "only by collective action and by the education of
the public" and that "correct public information will, by and
large, bring about a more continued prosperity than the old
system of infectious buying followed by infectious panics".0

In spite of the objections raised by i.fa nuf a c t u r e r ’ s Re c o r d,
F.D.R. felt that the policy of pub lb city was successful:

As a result of our widely publicized statements 
the public "took stock", eliminated speculative

T . Richard V . Edmonds to F.D.R,, 15 June 1923 (Roosevelt Library)
2. F.D.R. to Richard H. Edmonds, 20 June 1923 (Roosevelt. Libra ry)
3. Ibid.
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buildIng to a large extent, put off unnecessary 
building, and as a result the raw materials and 
labor situation have been improved.1

Whether or not the statements of the Council were instrumental 
in re due 5 ng speculative build i n is doubtful, but the use of 
publicity was the essential tool in the system of voluntary 
"planning1 envisaged by the group.

In addition to publicity emanating from the Council’s 
board of governors, annual meetings were held, at which a 
number of speakers discoursed on some of the industry's major 
problems. Some of the major subjects of discussion at the 
meetings during the sears of m.J.R.'s presidency of the coun­
cil were "Pet ber Building", "Elimination of Construction Peaks 
and Depressions", "Apgrentice skip in the Building Trades", and 
"fundamental Relationships Pertaining to Building Construction". 
It was hoped that industry-wide policy could develop from, these 
discussions plus committee reports, but nothing of the sort de- 
ve 1 o pe d . ̂

The American Construction Council was an intermediate 
stage in the development of the trade association idea that 
culminated in the 1T.R.A. legislation of 1933. With the publi­
cation in 1912 of J. A. Eddy's The New Competition, which ad­
vocated "open prices" known to all sellers as well as buyers, 
trade associations began providing all kinds of information to

XI FXJ7R. to Johnson Beywood, 29 0c t. 1923.
2. One reason for the Inability of the Council to do any ef­

fective "planning" was F.r.R.’s infantile paralysis/ Louis 
Howe undertook a major responsibility for the activities of 
the Council while P.D.R. was seeking to recover use of his legs .
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their members, looking toward a reduction of price competition. 
This developed into a program for trade-practlce agreements In 
each industry drawn up by the trade associations, which were to 
be autonomous and self-regulating and led by public-spirited 
business leaders. This policy, backed by Secretary of Commerce 
Hoover,'*' was greatly weakened by an adverse opinion by the At­
torney General, who felt that the codes violated the anti-trust 
laws. But the Chamber of Commerce of the United States took up 
the idea of codes of fair practice during the early thirties, 
advocating them as & means of reducing cut-throat competition 
and as an aid to recovery. This proposal, with modifications, 
became one of the elements tha t went Into the It.P..A.

The American Cons truct ion Council represents a m.i ddle stage 
in this development, seeking to obtain concerted action on a 
voluntary basis to meet problems of the industry. It may be re­
garded as a forerunner of the N'.E.A. and the philosophy ex­
pressed by P. D.R. in his speech at San Franc5 sco in the 1932 
presidential campaign, In which he called upon “the responsible 
heads of finance and industry" to "work together to achieve the 
common end", while at the same time reserving to the government 
the right "to apply restraint" to "protect the public interest."2

1. Hoover conceived the codes of fair practice as a means of 
eliminating abuses and promoting higher standards in busi­
ness. They were, as he saw it, to have no relationship to 
price-fining. See Herbert Hoover, Memoirs (!\'.Y., Macmillan 
Co. 1952), Vol. II, pp. 167-73.

2. F.D.R. Public Papers and Addresses Random House. 1&3R).
vol. i,“ ppT“75T-r:--------------------
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The basic idea behind the American Construction Council 

was that there was a large area within which business firms 
could cooperate without injuring the public or violating the 
anti-trust laws. It paid little attention to prices charged 
by individual sellers, and did not take steps to reduce compe­
tition. It represented, perhaps, the leas dangerous type of 
trade association than those which sought to achieve collusive 
action. It concerned itself with the cyclical behavior of the 
industry, building codes, apprenticeship, public confidence, 
better building, and so forth. "Our aim is solely to further 
the Public Good," said F.D.R.-* This type of "self-government" 
has little In common with the restriction of competition usually 
associated with trade associations and codes of fair- practice. 
That it might develop into the restrictionism typified by the 
N .P.• A. codes was not anticipated by Roosevelt.

Roosevelt was aware that hia trade association activities 
toward "self-government In Industry" might fall afoul of the 
anti.-trust laws. After pointing out the desirability of 
creating "one happy family" in the industry, he said:

There are, of course, a good many difficulties
In the way, including the United States Govern­
ment and the Department of Justice.
Nevertheless, F.D.R.’s belief that Industry’s basic re­

sponsibility to the public could be discharged by development

Letter from F.D.R. to Waldo Adler, 31 May 1923, (Roosevelt 
Libra ry).

2. Statement by F.D.R. In ibinutes of the Board of Governors of 
the American Construction Council, 16 May 1823, (Roosevelt Library).
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of trade associations led by public-spirited citizens was part 
of the orthodox economic thought of the twenties. His posi­
tion was supported, for instance, by one of the most popular 
textbooks on the problem of monopoly then in use. Seager and 
Gulick had this to say about trade associations;

Trade associations...are contributing in many 
branches of industry to efficiency, economy, 
and improved relations and standards among the 
groups affected. The demonstration they have 
afforded of the extent to which cooperation 
among competing business men may be carried 
on to their advantage and without disadvantage 
to the public has contributed more than any­
thing; else to a better understanding of the 
combination and monopoly problem.1
Seager and G-ulick echo Roosevelt’s attitude. If it was 

subject to perversions Inconsistent with the public welfare it 
was certainly consistent with F.D.R.'s belief that business 
enterprise must have a goal beyond profits, the goal of social 
responsibility. Public service and public welfare were as Im­
portant as, if not more important than, profits. F.D.R. had 
little s mpathy with those businessmen who thought that the 
seeking for wealth was the only justification necessary for 
b u. s I n e s s a c t i v i t y .

Roosevelt could, afford to hold the belief that public 
service was important in business. He had inherited proper­
ties worth about $100,000 upon his father's death, the annual 
income from which was about t;5,G00. Eleanor Roosevelt had. in­
herited a similar amount when she was a child, and prudent

T~. Henry R. Seager and Charles A. Gulick, Jr., Trust and Cor- 
poratlon Problems, (H.Y. harper c-: Bros., 192UJ^ pp. boV-ti.
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management of her estate brought the annual income up to about 
$7,500. Then, in 1927 F.D.R. inherited 7100,OwO from his half- 
crother, James, who had married the sister of John Jacob Astor.
We can reasonably suppose that this inheritance also brought in 
about $5,000 annually. All of this wealth was invested in bonds.1 
Thus, the Roosevelts had an annual, income from inheritances of 
about $12,500 until 1927, and about 5;,17,500 after 1927.

During the twenties F.D.R. turned his attention to?/ard busi­
ness affairs more than at any other period of his life. He held 
no public office from 1921 through 1923, and, in spite of in­
fantile paralysis and the political affairs that were his major 
concern, he attempted to add what he could to the family wealth.

Law practice did not bring: in much income. After he left 
the Wavy Department in 1921, F.D.R. formed with two friends 
the firm of Emmet, Marvin and Roosevelt. His illness prevented 
his doing much law work, and he left the firm in 1925 to form 
Roosevelt and O'Connor, another law partnership. His annual in­
come from the new firm was about $1,500. F.D.R. managed to make 
that much, also, a3 referee in a suit between the Village of 
Larchmont, H. Y. and the Hew York, New Haven and Hartford Rail­
road in 1925.

At the same time he was dabbling in law practice, F.D.R. 
took a job with the Fidelity and Deposit Company of Baltimore, 
a surety bonding company, as vice president in charge of its

1. Wharton (ed.) _oP* cit., pp. 140-41, 145-6.
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New York office. His salary was j)25,000 a year. Van Lear 
Black, president of the company and a friend of Roosevelt’s, 
was a prominent Maryland Democrat; he wanted to offer F.D.R. 
a haven during the lean years out of office and preserve him 
for future political campaigns. At the same time the company 
would obtain the advantages of the Roosevelt name and F.D.R.'s 
New York connections. F.D.R. took an active part in the opera­
tion of the New York office until his attack of infantile 
paralysis in the fall of 1921. Ee continued in this position 
until 1928, with Louis Howe taking care of most of the essential 
business of the office after Roosevelt's illness. In February 
1928 Roosevelt became General Vice President, a title that was 
largely honorary; both he and Howe were relieved of responsi­
bility for the New York office and could devote themselves to 
A1 Smith’s campaign for the presidency.* Whether it was because 
of F.D.R.’s business ability, or his contacts, or the Roosevelt 
name, or because of the great boom of the twenties, the business 
of the New York office was greatly increased under his manage­
ment. He made one important contribution to the company, at 
least. In 1925-26 the directors were considering, entering the 
business of writing surety bonds to guarantee the Interest and 
principal on loans for new building construction. At the time 
this seemed almost a no-risk proposition, but Roosevelt opposed 
it; it would violate the true function of a surety company by,

TZ Fidelity and Deposit Company files, (Roosevelt Library).
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in effect, making it an endorser of notes and mortgages. The 
directors accepted Roosevelt’s judgment, which, the depression 
only five, years later proved to be sound when principal and 
interest on loans on even first-class buildings began to be 
defaulted. ̂

Because Roosevelt had an income from his inheritance he 
was not particularly interested in a moderate but steady re­
turn from the new investments he made during the twenties. 
Instead, he invested in new companies that sought to exploit
new products cr new devices --  and this type of company could
produce large returns, or none. Essentially speculative, this 
aspect of F.D.R. f s business affair's was in harmony with that 
same element in his nature that enabled him to look with favor 
on "experimentation" in the political sphere. It was also in 
harmony with the speculative boom of the twenties.

A nupiber of outright speculations were made by P.D.R. For 
example, in Fay 1923 he invested in the Montreal Oil Co., a 
wildcat operation described as "the best gamble you could ever

<p
take"." It owned a smell oil well In Montana that paid the ex­
penses of speculative drilling in California and Wyoming fields; 
the California wells turned out to be unproductive, while the 
one in Wyoming produced only natural gas, to the great disap­
pointment of all concerned.0 Nor did the stock and land

1. Earle Looker, The American Way (P.P., John Day Co., 1933), 
pp. 13 > -131.

2. Telegram from Aviriar Johnson to P.D.R., 9 Mav 1923, (Roose­
velt Library).

3. Montacal Oil Co. file, (Roosevelt Library).
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speculations of the twenties leave F.D.R, untouched. At times 
he speculated in stocks, and at one time considered a specula­
tive venture into Louisiana rice lands.

More characteristic of F.D.R.'s business ventures were 
firms that sought to market new services and devices, in which 
he could invest when the company was young and prospects for 
rapid growth were pood. Typical of such enterprises was the 
American Investigation Corporation, formed in 1922 to investi­
gate the feasibility of air transport by dirigible. F.D.R. 
was vice-president and a member of the board of directors, as 
well as a stockholder. he felt then that commercial dirigible 
lines, rather than the airplane, were the type of air transport

Othat woulo. succeed,'1 and at the same time he wanted to develop
•t;aeronautics for national defense.0 . The company had good pros­

pects: its financial backing was of the best, for Owen D.
Young (president of General Electric and R.C.A.) and Arthur V. 
Davis (president of Aluminum Company- of America) were behind 
it, and its stockholders included Marshall Field, Philip hi. 
Wrigley, R. B. Belion, W. L. Be11on, L. C. Hanna, Jr., W. E. 
Boeing, and Cecil B. DeMille; it acquired American rights to the 
basic patents for rigid airships; and F.D.R., as former Assistant

1. F.D.R. to Ci. Hall Roosevelt, 2 Far. 1921, and 15 Jan. 1923, 
(Roosevelt Library).

2. Letter from F.D.R. to E. F. Cary, 19 Fay 1921, (Roosevelt 
Library).

3. Letter from F.D.R. to Commander Emory 3. Land, 4 Apr. 1922, 
(Roosevelt Library).
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Secretary of the Navy, was just the man to help it obtain 
government aid in the form of use of hangars and landing 
fields, experts and technical knowledge, and supplies of 
helium from the government monopoly. The whole plan, how­
ever, depended on aid from the government, which was not 
forthcoming, ana the company sold out in 1924 to Airways 
Corporation of America. The latter company proposed a 
grandiose scheme of transcontinental and trana-Atlantic 
dirigible lines which came to nothing.'*'

A more successful venture in a new company was Photomaton, 
Inc. This company manufactured and rented automatic photo­
graphic slot machines that took eight pictures and delivered 
the developed strip in eight minutes; it also operated a number 
of stores of its own. The forgenthaus -were interested in the 
company and F.m.R. joined them early in 1927 and was elected 
a director. The new machines proved very popular and in a 
year were installed in eighty locations throughout the country. 
The ITorgent’naus and F.D.R. sold out late in 1928, - rid P.D.R. 
received -;17 per share for the stock he had purchased at "-5.00.* 
This was one of F.D.R.•s few successful ventures.

A similar venture was Sanitary Postage Service Corporation, 
which owned and rented stamp vending machines. F.D.R. was a 
stockholder and a member of the board of directors beginning in

XI Am-' rican I n v c t T g a t‘ on Corp. f 11 e, (Roose ve 11 L3.brary) .
2. Photomaton, Inc. file, (Roosevelt Library), F.D.R. gave

half of his profits to the 'Farm Sorin- ;s Patients 1 Aid Fund.
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January 1927. The company at this time was r.uch interested in 
expan-Tins into the general field of automatic vending machines, 
and merged in June 1923 with several other companies in that 
field to form Consolidated Automatic Merchandising Corporation, 
of which P.D.R. was a director until he became Governor of Hew 
York. Automatic vending machines were something of a novelty 
in the late twenties and the company was widely heralded as in­
augurating the "automatic age in merciiandislag1' when United 
Cigar Stores opened a completely automatic outlet on Times Square 
in New York City. This was one of tine spectacular promotional 
schemes developed by Consolida ted Automatic herchandising, which 
was one of the many holding companies of the twent ies the t were 
based largely on prospects for the future and were developed 
primarily for financeering profits. Its promises of vast pro­
fits remained only promises and it failed in the thirties.

One of Roosevelt's ventures led him into the field of in­
ternational finance. Many Americans invested in German marks 
in the early twenties, expecting the currency to rise in value 
as Germany recovered from World War I. Instead came the drastic 
inflation of 1920-1923 and the specula tors saw the value of 
this investment dwindling away to nothing. To prevent any 
further losses it was planned to form a company to invest German
marks in real assets in Germany --  real estate, mortgages,
stock in business and commercial enterprises and in financing 
of goods in transit. United European Investors, Ltd., was

~  Sanitary Postage Service Corp. file, (Roosevelt Library).
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formed, with P.D.R. as president with a salary of ;:'10,000 and 
William Schall, of the investment house of William Schall and 
Company as vice-president. The capital stock of the company 
was purchased with German marks held by Americans and Canadians, 
and the marks were then invested primarily in common stocks of 
German manufacturing concerns. The policy of the company was 
successful and the value of the purchased stocks appreciated
slightly more than the mark depreciated. After the new .mark
was stabilized P.D.R. withdrew from the enterprise, selling his 
interest to Schall in hay 1926.’*"

The ties with Gorman enterprise led P.D.R. to take part in
the organization in 1927 of International Germanic Trust Co., a 
l\ew York bank designed to facilitate commercial and financial 
relationships between the United States and Central Europe. Its 
subsidiary, Interne tional Germanic Company, engaged in a banking 
business in Europe. Although F.D.R. did not take part in the 
details of organ:!.zation, he did own shares in the company and was

T~. United European Investors file, (Roosevelt Library). Mrs.
Roosevelt told the writer (16 Aug. 1951) that her husband had 
gone into this enterprise purely as a public service venture 
ana that he had not speculated In German marks. On the other 
hand, when F.D.R.-.sold out to Schall he owned 1008 shares in 
United European Investors. If these shares had been acquired
at the price at vniich they were offered to the public, one
share for 10,000 marks, Roosevelt would have been a heavy 
plunger. But he may have obtained his shares at a reduced 
price, or even as part of the Inducement to lend his name to 
the enterprise. Roosevelt said; "I only went into this busi­
ness because I felt that I would be rendering a very patriotic 
service and possibly prevent further loss to the thousands of 
Americans who have mistakenly bought marks at much higher 
prices." F.D.R. to W. S. McDonald, 19 Sept. 1922, (Roosevelt 
Library).
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a member of the board of directors. Basil O ’Connor, law part­
ner of F.D.R., felt that his connection with the banking concern 
was a political liability, and F.D.R. agreed: he resigned as a
director in February 1928.^

One of F.D.R.’s most interesting ventures in international 
finance never materialized. Together with Georges St. Jean he 
attempted to organize the Federal International investment Trust, 
which was to sell stock to banks and invest the funds in stocks 
of foreign banks. These investment relationships would be used 
to facilitate American foreign trade by making it possible for 
foreign firms buying American goods to pay for them by selling 
securities in the United States. The process would, work some­
what as follows;

An American exporter would sell goods to a European buyer.
The buyer would then issue long-term securities equal in amount 
to the value of the goods he purchased. The securities were to 
be guaranteed by a European bank in which Federal International 
Investment Trust had a stock interest, and then sold to the Trust, 
which would pay the American exporter. The Trust would then is­
sue its own bonds, backed by the securities of the European 
firm, and sell them to the public. The net result would be that 
the European firm would have its goods, the American exporter 
would be paid, and the American public vould have financed the 
deal by purchasing bonds of the Trust, backed by long-term

TI International Germanic Trust Co. file, (Roosevelt Library).
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securities of European business firms. This Ingenious idea, 
broached in 1928, was designed to avoid the decline in United 
States foreign trade that P.D.R. felt would result from high 
tariffs and the inability of foreign firms to obtain dollars 
by selling here. Instead of selling goods they would sell 
securities.^

In passing, It Is to be noted that fundamentally the same 
mechanism, but subst.i tuting governments for banks, is the 
foundation of the International Bank for Reconstruct ion and 
Development.

Although there was a speculative and experimental basis 
in these business ventures of P.D.R.'s, there -was also another 
aspect; Roosevelt usually kept in mind the usefulness of the 
venture to the public at large. He did not lose sight of the 
goal of public service that he so often spoke about in connec­
tion with his political career. Vie have noted Roosevelt's atti­
tude toward United European Investors. Yve can note, too, the 
national defense aspect of the dirigible enterprise of the early 
twenties: P.D.R. felt that the company would be a reserve of
aeronautical equipment, trained personnel and technical knowledge 
that the nation could draw on in case of war.

With some of Roosevelt's business interests the public 
service aspects were primary. For example, in 1926 he bought a 
farm of 1750 acres three miles south of Warm Springs, Georgia.

TI Federal Internalional Investment Trust file, (Roosevelt 
Library).
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There, in order to show the local farmers that cotton was not 
the only cash crop they could grow, he raised cattle for market, 
refusing: to allow his foreman to grow cotton.'1'

The Compo Thrift Bond Corporation was one of Roosevelt’s
business ventures that had a social purpose. .Organized in 1922, 
it was to furnish Thrift Bonds to banks. The bonds, bearing 3-3/S 
compount interest, were to be sold to savers and were to be re­
deemable upon sirty days notice. Maturing after 20 years, they 
would be worth double the purchase price. The purpose was to 
encourage thrift. Coinpo Clubs were organized, mainly in the of­
fices of business firms, with the members making; weekly deposits 
toward the purchase of Thrift Bonus. The broader social purpose 
of the company, along with its profit possibilities, is illus­
trated by a statement by F.D.R.:

I feel very strongly that this company is on the 
right track and that it will not only prove a 
stimulus to saving on the part of the public in 
general, but that it is a mighty good proposition, 
for the banks which handle it.^
F.D.R. was a director of the company from its beginning un­

til April 1923, when he resigned because he thought its business 
might conflict with that of Fidelity and Deposit Co., since the 
Cornpo Thrift Bond Company was entering the business of issuing 
bonds to guarantee corporate financing. This, F.D.R. felt, 
would conflict with the surety business of Fidelity and Deposit, 
and "it would be highly unethical for me to retain a connection

IT. F .I).R ., Letters , II, pp. 621-2.
2. Letter from F.D.R. to Peter II. Troy 22 Far. 1921. (Roose­

velt Library}.



www.manaraa.com

169. -
as Director in another company which carried on even a remotely 
similar business11

Roosevelt invested in several other financial enterprises 
that had purposes broader than profits. He became a member of 
the board of directors of American Bankers Corporation in 1922 --
the promoters wanted a big name on the board --  and got 250
shares of common stock for his services. The company was de­
signed as an investment organ for local banks throughout the 
country: it would finance large loons and the small banks would
each take part of them. Democracy in banking was the appeal. 
F.D.R. did not take an active part in the affairs of the company; 
he resigned in 1925 and returned his stock when he felt the com-

r)pany was mismanaged. The firm went bankrupt shortly after.-"
A similar enterprise, which did not get beyond the project 

stage, was the proposed General Trust Co. Its stock was to have 
been owned by local banks, while the company would operate in 
New York, It would give out-of-town banks an opportunity to 
take advantage of financial opportunities that might be known 
or available to New York banks only. Roosevelt was to have been 
a director, largely as window dressing. He thought highly of 
the Idea.0

1. Letter of resignation from F.D.R. to President of the Board of 
Directors of the Cornpo Bond Corporation, 24 Apr. 1923, (Roose­
velt Library).

2. American Bankers Corporation file, (Roosevelt Library).
3. General Trust Co. file, (Roosevelt Library).
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Another financial investment by P.D.R. was ten shares of 

stock in the Federation Bank of New York when the hank was or­
ganized in 1925. The bank was owned by 125 A. P. of L. unions 
and did a general banking business for union members. P.D.R. 
made the investment partly because he thought well of a union- 
owned bank, and partly in order to maintain his political 
friendship with the A. P. of L.

F.D.R. sometimes made investments for purely political rea­
sons: in 1922 he took part in a syndicate that purchased the
New York Post from Thomas V/. Lamont. The purpose was to make 
the newspaper an organ of opinion for the Democratic Party, 
but in the purchase it was agreed to keep the former editor, 
Edwin F. Gay, and he kept the paper "an independent, soundly

Oliberal newspaper".* Roosevelt was to complain occasionally 
in the years that followed that at times the Post criticized the 
Democrats more strongly than some of the avowed Republican 
newspapers.

In addition to business enterprises of a speculative na­
ture and those which combined profits with public service or 
politics, Roosevelt made several business ventures that were 
simply for business purposes. In 1922 he bought control of 
Witham Bros., Inc., a Maine lobster fishery on Penobscot Ray 
that supplied some of the leading hotels and restaurants in 
the East, including the Statler chain. The company was sub-

1. Federation Bank file, (Roosevelt Library).
2. Editorial, N.Y. Evening Post, 13.-Jan. 1922.
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stantially expanded and placed temporarily on a paying basis 
under P.D.R.’a control, but mismanagement eventually cost the 
company heavily, and it went bankrupt in 1924, with P.D.R. a 
substantial loser.^ s

Then, in 1922-23, Roosevelt seriously considered estab­
lishing an intercoastal steamship line, notwithstanding a 
current rate war that was driving five of the lines then doing 
business to the wall. To P.D.R. the rate war meant not that 
there was too much shipping capacity in the trade, but

First, there is a lot of money to be made in the 
coast to coast shipping, game, and secondly, there 
is a cut-throat crowd out to "hog" the whole 
business and eliminate competition.~

He considered buying into one of the existing lines in order 
to get good will and shipping, contracts, but finally decided 
that "in suite of increasing freight there will be only room 
in the long run for four or five strong lines".^

Other enterprises that were discussed but not implemented 
were a chain of resort hotels in the south based on P.D.R. '3 

Warm Springs development, and a company to develop the re­
sources of Haiti --  cotton, coffee and lumber.

F.D.R.’s experiences in the business world were partly 
stamped by his own personality, and partly a product of the

1. Maine Lobster Fisheries file, (Roosevelt Library).
2. P.D.R. to Barron G. Collier, 11 Dec. 1922, (Roosevelt Library
3. P.D.R. to Charles P. Ware, Jr., 25 Jan. 1932, (Roosevelt 

Library).
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major trends then current. Roosevelt saw business as another 
area in which the ideal of public service could he achieved.
He tried to be a public-spirited businessman, one who obtained 
income from business enterprise, but who saw that profit was 
not an end in itself. At the same time he was a participant 
in the developing trade association movement and was affected 
by the speculative-promotional fever of business in the twentie 
If he had any doubts that his speculative and trade association 
activities mi0ht be inimical to the public interest he gave no 
sign of them.
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CHAPTER VIII 
THE CAMPAIGN OP 1928

In 1928 a reluctant Roosevelt was nominated for the gov­
ernorship of New York by a Democratic party eager to carry the 
state for Smith in the presidential election.

The Republican nominee was Albert Ottinger, who had been 
State Attorney General since 1924 under Governor Smith. Ac­
cording to the Republican ballyhoo, Ottinger had fought loan 
sharks, crooked stock brokers, profiteers, ice and coal 
grafters, and sellers of diseased cattle and Impure butter 
and milk. They claimed that he had aided labor by his In­
telligent administration of the Workmen’s compensation law, 
and aided veterans by his vigilant administration of the 
soldiers* bonus law.^ Ottinger promised that if elected the 
real property tax would be reduced and the state Income tax 
would be abolished. He would end the policy of spending 
adopted by Smith and substitute a policy of saving, but he 
did accept the bond issue method of financing state improve- 
ments.^ Ottinger*s record on water power development was 
opposed to that of Smith. He had always stood for private 
development of power sites, and as Attorney General was an

1. N.Y. Herald-Tribune, 1 Oct. 1928.
2. N.Y. Herald-Tribune, 16 Oct. 1928.
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ex-officio member of the State Water Power Commission that had 
aroused Smith’s ire in 1926 when it seemed as if the valuable 
St* Lawrence River power sites were to be leased to private 
companies* In the 1928 campaign he promised to appoint a 
board of experts to draw up a plan for water power development 
under which ’’the State’s ownership of these great material re­
sources shall remain inviolate”.-*- His past record had been 
characterized by opposition to progressivism and reform.^

Ottinger was handicapped by a state party platform filled 
with bitter and recriminatory invectives against Democratic 
’’misrule” and ’’waste and inefficiency” under Smith, and which 
offered little in the way of a positive program for the state.s 
Another handicap was the presence of Edmund Machold as state 
chairman of the Republican party. Machold was president of 
the Northeastern Power Company and author of the Machold Stor­
age Law of 1915, which had provided for leases of power sites 
to private companies and was the basis of the Republican stand 
on water power development. It was obvious that water power

T~. N T H  World, 16 Oct. 1928.
2. Ottinger had denounced the progressivism of Theodore Roose­

velt as leading to ’’bloodshed, revolution and destruction 
of government and the constitution itself”. His career as 
State Senator (1916-18) was described by the Citizens’ Union 
as that of a man who ’’had done much good work” but whose at­
titude on fundamentals firmly Identified him with the "stand- 
pat group of the Senate". He had also served as Assistant 
Attorney General under Harding. (N.Y. World, 5 Oct. 1928).

3. N.Y. Times, 30 Sept. 1928.
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would be a big issue in the campaign.
The Democratic party in the state adopted a platform that 

stressed SmithTs achievements as governor: construction of
hospitals, parks, grade separations and highways, tax reduction 
and social and labor legislation. It criticized the Republicans 
for refusing to legislate a 48-hour week. A li3t of "pledges" 
were included in the platform, promising to develop and extend 
the welfare legislation initiated under Smith.1

In his acceptance speech Franklin Roosevelt stressed the 
issues he was to emphasize throughout the campaign: social wel­
fare legislation, state development of water power sites, and

1. The pledges included:
a. Continued support of agricultural education, appointment 

of a commission of experts to study distribution problems; 
scientific study of farm taxes; support of cooperative market­ing agencies.
b. State ownership and control of power resourses.
c. A complete state-wide park and parkway system.
d. Further reorganization of the state government.
e. An 8-hour day and 48-hour week for women and children in 

industry; consideration of old-age pensions; an advisory mini- 
mum-wage board for women and children; extension of workmen^ 
compensation to cover all occupational diseases; prohibition
of the issuance of temporary Injunctions in labor disputes with 
out notice of a hearing and trial by jury on charges of viola­
tion of such injunctions; extension of emergency rent laws.
f. Extension of health, education and highway facilities.
g. Restoration of direct primaries for state elective of­

fices; limitation of campaign expenditures with publication of 
campaign receipts before and after elections.

h. Removal of unjust discriminations against women.
i. Prohibition to be left to the individual states for de­cision.

(N.Y. Times, 2 Oct. 1928). Roosevelt had no part In the 
formulation of the Democratic platform, but he supported it 
fully in the campaign.
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aid to agriculture. He clearly stated the philosophy of govern­
ment responsibility for welfare legislation:

In social legislation, in education, in health, in 
better housing, in care of the aged, we have gone 
far, but we must go farther....The strides of sci­
ence and invention, the shifting of economic bal­
ance, the growing feeling of responsibility toward 
those who need the protection of the State, call for 
ceaseless improvement to keep up to date those per­
sonal relationships of the individual to other in­
dividuals and to the whole body politic which we 
call Government.1
The campaign started in earnest on October 17, with Ottinger 

stressing the need for retaining high tariffs, claiming that they 
had insured "high wages" maintained under Harding and Coolidge. 
Hoover, he said, would present to the nation "gigantic construc­
tion programs". He pledged aid to the farmers of the state.^ 
Roosevelt replied the next day at Elmira, charging that "tariff 
prosperity" was a myth in the mill towns of New England and the 
farms of the west. He went on to pledge not only a completion 
of Smith's "splendid program" but an extension of it to meet 
new needs: "there is more to be done and each year we have got
to accomplish a little more to keep up with the times because 
the times move".^

TI FTdTR., Public Papers and Addresses (N.Y., Random House, 
1938), pp. 14-16.

2. N.Y. Times, 18 Oct. 1928.
3. Addresses of Honorable Franklin D. Roosevelt: Campaign for 

Governorship, New ‘York, Qctober-November 1928 (bound type­
script,’ Roosevelt Library), pi! 31. This work; will be cited hereafter as 1928 Campaign Addresses.
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The next day at Salamanca he spoke of the "very critical 

situation” in agriculture in New York State and promised mea­
sures to strengthen the farmer and promote reforestation,In 
Jamestown that same night Roosevelt explained his stand on the 
farm problem even further. He pointed out the decline in agri­
culture which followed the first World War and that the major
problem --  surplus crops --  was a national one. To bring the
issue home to his listeners he said that farmers of the middle 
west, unable to make a go of crop farming, have gone increasingly 
into dairying, taking markets away from New York dairy farmers, 
thereby “upsetting our balance”. Roosevelt intended to go be­
yond the Democratic platform promises of a commission of experts 
to study distribution and adjustment of the farmer’s taxes:

I want to see the farmer and his family receive
at the end of each year as much for their labor
...as skilled workers under the best conditions
in any one of our great industries.^

Following up his criticism of the market-price system as a means 
of allocating farm resources, he advocated a commission to study
"the proper use of every acre within the borders of the state”.3

On the 20th of October at Buffalo Roosevelt gave his major 
speech of the campaign on labor legislation. He pie dged comple­
tion of Smith's labor and welfare program, including an 8-hour

T7~TbTd, pp. 54-5.
2. Ibid, p. 74.
3. Ibid, pp. 77-78.
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day and 48-hour week for women and children in Industry* He 
fully supported the many pledges of improvements in labor and 
social legislation that were contained in the party platform.1 
On the same day Ottinger outlined his own welfare program, 
promising aid to all those handicapped in the "struggle for 
wellbeing"

On October 22 presidential candidate Herbert Hoover, 
speaking in Madison Square Garden, denounced SmithTa policies 
as "socialism", while Ottinger declared at Oswego that he would

3call upon experts to speed water power development in the state*
The following night Roosevelt spoke on water power at Syracuse:

This is a history and a sermon on the subject of 
water power, and I preach from the Old Testament 
  the text "thou shalt not steal".

He then detailed Smith's fight for state development of power
sites by a state power authority with distribution by private
companies, and the opposition to this program by the Republicans
in the interests of the power companies. P.D.R. pledged full
support for a continuance of Smith's programs

The rights of the people are assailed in this 
election. Those who would steal our heritage 
are within one day of success. I have been
placed by my party on duty as policeman to
guard this heritage.4

T. Ibid, pp. 91-116.
2. N.Y. Times, 21 Oct. 1928.
3. N.Y. Times, 23 Oct. 1928.
4. 1928 Campaign Addresses, pp. 152-172.
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The next night Roosevelt repudiated the charge of social­

ism in a speech at Watertown. He expressed opposition to any 
government conducting any business function which could be 
better or equally well handled by private enterprise, but this 
did not preclude government enterprise when private organiza­
tions could not do the job as well. As examples he gave the 
postal system, parcel post, local waterworks, the Port of New 
York Authority, and the city-owned power system in Watertown 
itself. The principle of the Port Authority, he said, could 
well be applied to other public works.T

On October 25, Ottinger stressed that prosperity and its 
continuance under a Republican administration was the major is­
sue of the campaign.^ The papers that day carried an announce­
ment by General Motors Corporation that profits in the previous 
quarter were the highest ever shown by an industrial company in 
peacetime and that profits for the first nine months of the year 
were greater than that of any preceding full y e a r . 3 The following 
day Charles M. Schwab of Bethlehem Steel Corporation forecast 
greater prosperity for all industries during the months ahead.4

Both candidates then moved their activities to New York 
City. Ottinger, speaking in Manhattan, claimed that his staid 
on labor had been misrepresented: he said he had always been

TI Ibid, pp. 185-202.
2. N.Y. Herald-Tribune, 26 Oct. 1928.
3. N.Y. Times, 25 Oct. 1928.
4- Times, 27 Oct. 1928.
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friendly and cooperative toward labor.*1- Roosevelt, speaking
in Flushing, promised to continue Smith’s program of state
park development and felt distrust of the Republican pledge to
do the same. He spoke in favor of a fair wages bill for women.
Still fighting Hoover’s charge of socialism he said:

If his (Smith's) program for the public park 
system is socialistic, then we are all social­
ists; and if his program for the reduction of 
hours of women and children is socialistic, we are all socialists. If his program for public 
improvements for the hospitals of the state 
and the prisons of the state is socialistic, 
we are all socialists. And if his program for 
bettering public health in this state and for 
aid to the educational program of this state 
are socialistic, we are socialists.
On October 30 at a luncheon with the leaders of organized

labor, Roosevelt spoke of his experiences with labor problems
in the Navy Department. Collective bargaining was so success­
ful, he pointed out, that there had been "no strike, no walk­
out, no serious trouble in all of the Navy Yards all over the
United States during that whole period”. He added that his 
policy of using the yards to manufacture products the Navy 
formerly purchased had stabilized employment. Roosevelt prom­
ised to continue Smith's program of labor and social legisla­
tion and to advocate further measures, which he did not specify.^ 

Then, on the first of November, speaking at Phillipsburg 
Hall in Yonkers, Roosevelt gave an explicit statement of his

T7 W7T7 Times. 30 Oct. 1928.
2. 1928 Campaign Addresses, pp. 295-318.
3. Ibid. pp. 319-327.
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philosophy of politics. He began with a quotation from
Herbert Hoover's book, American Individualism;

"Acts and deeds leading to progress are born 
of the individual mind, not out of the mind 
of the crowd. The crowd only feels, it has 
no mind of its own which can plan. The crowd 
is credulous, it destroys, it hates and it 
dreams, but it never builds. It is one of 
the most profound of exact psychological 
truths that man in the mass does not think, 
but only feels.1"

With this Hamiltonian statement as a foil, Roosevelt went on 
to express his belief that the mass of humanity does think, 
that it can make up its mind on the pros and cons of all 
kinds of public questions, that it often originates, and that 
there is a definite relationship between the crowd and the 
continuation of progress. He used the State park system as 
an example; city dwellers came gradually to feel the need 
of open spaces in the country available to them, this spirit 
"was communicated to a man at the top who knew public opinion 
when he saw it, a man who, by the grace of God, was the 
Governor of this State", and gradually the program for state 
and county parks grew. Smith's water power policy and social 
welfare legislation stemmed from the same source, said Roose­
velt .

I deny, and the Democratic Party denies, that 
the average man and woman in this State, who 
make up its electorate, are Incapable of 
thought or constructive ability. I know that 
the electorate does think, that it does origin­
ate, and that It does build, and It Is on that
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fundamental belief that I base my campaign for 
the governorship,1
Roosevelt had made a great impression in the campaign.

He was aided by the fine record of the Smith administrations 
and the record of blind obstructionism of the Republicans in 
the State Legislature, Although Smith failed to carry Hew 
York in the presidential race, Roosevelt squeaked into the 
governorship with a vote of 2,130,193 to Ottinger's 2,104,529.

TI iTjid, pp. 364-385. Five months earlier Roosevelt had 
writtenj ’’There is no magic in Democracy that does 
away with the need of 3e adership. The danger of our 
Democracy lies in our tendency to select leaders who 
are similar to the rank and file of us, whereas the 
hope of Democracy seems to lie in our selecting leaders 
who are superior to the rank and file of us. Should we hunt for leaders who will lead us, or for leaders who 
will follow us? Should we elect men to office because 
they promise to vote for certain measures, or because 
we can trust their minds and their morals to guide them 
aright on measures in general once all the facts are 
before them? Shall leaders be human substitutes for 
their constituents or phonograph records of the fluc­
tuating moods of their constituents? No man of au­
thentic greatness of mind and character will purchase 
political position at the price of adjourning his own 
intelligence and becoming the errand boy of either 
Main Street or of Wall Street.” (F.D.R., ’’Memorandum 
on Leadership”, carbon typescript dated 7 June 1928, 
Roosevelt Library). Mrs. Roosevelt wrote that ’’Frank­
lin always felt that a president should consider him­
self an instrument chosen by the people to do their 
bidding, but that he should also consider that as 
president he had an obligation to enlighten and lead 
the people.” (This I Remember, op. cit., p. 67).
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CHAPTER IX 
A REGIONAL PLAN FOR NEW YORK STATE

When Roosevelt was Governor of New York, from 1929 through 
1932, he developed a program that emphasized especially the 
betterment of agriculture, reforestation and development of 
electric power resources by the State. Although presented to 
the electorate separately, these major measures, along with a 
number of lesser ones, actually constituted a great scheme for 
a regional plan for the State. Roosevelt envisaged a Hrural- 
industrial,f society in which every acre was used for the pur­
poses to which it was best suited, in which all areas of the 
State were served by electric power lines at cheap rates, and 
in which the State and local governments cooperated to achieve 
a better life for all through plans developed under the leader­
ship of the State government. Although Roosevelt never publicly 
announced such goals, they were implicit In the measures he ad­
vocated.'*'

Roosevelt had always been Interested in the problems of 
farming: witness his close interest In his Hyde Park estate

1. Roosevelt also continued and broadened the program of 
social welfare legislation begun under Smith's adminis­
trations. This aspect of his Governorship will be 
treated in the following chapter.
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and his Georgia farming venture. This Interest was rein­
forced by friendship with his Dutchess County neighbor, Henry 
Morgenthau, Jr.1 Most significant, it is obvious from Roose­
velt’s attitude toward agriculture in his governorship years 
that he had thought deeply about the subject.

Roosevelt looked upon the economic problems of agriculture 
within a broader framework of the whole rehabilitation of farm 
life and a reversal of the trend of population to the cities. 
Peeling that rural life was the real backbone of the nation, 
he wanted to reverse the decline, not just of farm prices, but 
of farm life as compared with city life. The means of accomp­
lishing this was to be a comprehensive program of regional 
planning that involved a partnership of the state with farm 
cooperatives, farm organizations and individual farmers.

This viewpoint was clearly stated shortly after Roosevelt 
took office. Speaking at Cornell University in February 1950,

TI Morgenthau had lived as a boy on western ranches, and had 
attended the New York College of Agriculture for several 
years. He then purchased a large fruit farm in Dutchess 
County, where he made his home. Turning to cattle breeding 
to supplement his large-scale apple growing, he succeeded 
in developing some of the outstanding Holstein cows in the 
country. In 1922 he purchased the American Agriculturist, 
a weekly farm journal having a large circulation in New 
York and New England. During the twenties he and F.D.R. 
had been business associates as well as neighbors, and, after serving F.D.R. faithfully in the field of agricul­
ture from 1929 to 1932, he went to Washington in 1933 aid 
served equally as faithfully in the New Deal as Secretary of the Treasury.
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he outlined hie broad program for rural development. The 
causes of "the relative decline of agricultural prosperity", 
he said were several. First place was given to economic causes; 
cultivation of "many thousands of acres...which are not under 
modern conditions suitable for agriculture", use of lands "for 
growing crops unsuited to the particular soil", antiquated 
marketing procedures, and inequalities in the tax burden. But 
the social causes of agricultural decline could not be ignored: 
city life had been made more interesting as compared to that of 
the country, health care was expensive and medical facilities 
often inadequate in many rural communities, and the country 
church was faced with increasing financial diffIculties.^ Roose­
velt felt that a change was coming, however, and he expected a 
swing back to the country in the near future because

Industrially the United States has made not only 
the greatest strides in history in this genera­
tion, but perhaps has come to the period when in­
dustrial expansion will slow up. In other words, 
many economists are seriously questioning whether 
we have not for the time being reached the satura­
tion point of industrial production calling for a 
period of digestion for a number of years to come.

His "great objective", Roosevelt said was
the great fundamental of making country life in 
every way a3 desirable as city life, an object­
ive which will from the economic side make pos­
sible the earning of an adequate compensation 
and on the social side the enjoyment of all of 
the necessary advantages which exist today In the cities.

Yl FTdTR., "Betterment of Agricultural Conditions," Address at the State College of Agriculture, Cornell University, 14 Feb. 1930. Public Papers. 1950. pp. 700-701.
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To achieve this goal were needed ’'better roads, better markets, 
better schools, better health facilities, better churches, lower 
rates for electricity, lower rates for telephones.” And not to 
be forgotten was that ’’perhaps great betterment can be obtained 
through the development of the idea of regional planning”, a 
principle which ’’has already been applied to the milk supply 
for New York City”.1

Roosevelt's Cornell speech constituted a fuller explana­
tion of his attitude toward agriculture than had been contained 
in either his inaugural address or his first message to the 
legislature. Those speeches, however, did specify the first 
steps to be taken toward the achievement of the broader goals.
In his inaugural address Roosevelt spoke of the "difficult 
situation” in which the rural population found itself, sayingj

It is time to take practical steps to relieve our 
farm population of unequal tax burdens, to install 
economies in the methods of local government, to 
devise sounder marketing to stabilize what has been 
too much a speculative industry, and finally to en­
courage the use of each acre of our State for the 
purpose to which it is by nature most suited.^
These measures were spelled out in more detail in Roose­

velt's first message to the legislature. He called for an 
agricultural commission representing the legislature, farmers, 
the State College of Agriculture, farm organizations and farm 
cooperatives, which should investigate the use of marginal land

TI TFId, pp. 701-702.
2. F.D.R., "Inaugural Address as Governor,” 1 Jan. 1929,Public Papers, 1929, p. 15.
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for reforestation projects, the readjustment of the farmer's 
tax burden, and means of reducing the "unnecessarily high 
differential between what the farmer receives and what the 
consumer pays." "The ultimate goal Is that the farmer and 
his family shall be put on the same level of earning capacity 
as his fellow American who lives in the city," he said.1

Roosevelt had already taken the first steps in this pro­
gram prior to his Inauguration. In November 1928 he had ap­
pointed a temporary commission of twenty-one experts to offer 
recommendations in the agricultural field. Heading the com­
mission was Henry Morgenthau, Jr., and one of its distinguished 
members was Professor George P. Warren of the State College of
Agriculture. Seventeen of the members were described as Repub- 

2licans. The major recommendations of the commission dealt 
with reductions In the farm tax burden. It felt that counties 
should be relieved of paying 35$ of the cost of constructing 
state highways and that the state shouUd assume the full cost 
of constructing grade separations and of snow removal from 
highways. The state should also make a larger contribution 
to the construction of feeder "dirt roads"; to provide neces­
sary revenues for the state the commission recommended a tax

TI F.D.R., "Annual Message to the Legislature," 2 Jan. 1929, 
Ibid, p. 40.

2. American Agriculturist, 19 Jan. 1929. F.D.R. designated 
this group as his Agricultural Advisory Commission Im­
mediately after his Inauguration.
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on gaaoline sales. The commission felt that relieving the
counties of road expenditures would largely solve the rural
school problem by releasing local tax funds for that purpose.1
Late in January 1929 the Commission also recommended measures

2to remedy inequalities of taxation for schools. The Governor
transmitted all of these recommendations to the legislature,
and since a large majority of the commission were Republicans
and the bills would largely benefit the upstate constituents,
most of the recommendations were successfully translated into 

3law in 1929. It was the most important series of enactments 
of farm legislation in decades.

Two more of the commission's recommendations were enacted 
the following year: a contribution by the state toward snow
removal from highways, and a doubled contribution by the state 
toward the construction and maintenance of dirt roads.^ The

TZ fie Hush, op. cit., Ch. 4, pp. 9-10.
2. Ibid, p. 15.
3. The major bills appropriated $3 million for aid to 1-3 room 

schools; $5,400,000 to replace the county contribution to 
the state highway system; and $550,000 to relieve towns of 
their contribution to state highway maintenance. A 2 cents 
per gallon gasoline tax was enacted, with the proceeds going 
to the local governments, while the direct tax on real es­
tate was eliminated. (American Agriculturist, 13 April 1929).
In addition, the county contribution to grade crossing elimina­
tion was reduced from 10^ to 1% and two bills to promote re­
forestation projects were passed. The franchise tax on farm 
cooperatives was removed. (American Agriculturist, 20 April 1929

4. Ibid, 3 May 1929.
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only Important recommendation that did not become law was the 
proposal to establish a state-wide system of regional primary 
markets of a new type devised by the State Bureau of Markets 
that were to have facilities for marketing the entire supply 
of perishable products used by a city and its surrounding 
territory.-**

The farm legislation passed in 1929-30 was, in effect, a 
major revision of the tax burden of the state. The cost of 
roads and schools, especially in rural areas, was shifted from 
the local to the state government and the latter obtained much 
of its revenues from city dwellers. At the same time the abo­
lition of the state property tax shifted the tax burden to the
income tax ---  from property or capital to income   and the
gasoline sales tax. Since income taxes could be steeply gradu­
ated, the new tax system could more clearly be based on ability 
to pay. It also could be used to provide government services 
for general use, with the major costs being borne by persons 
with large incomes, and was a tool for redistribution of income 
in favor of the poorer groups in the state. Roosevelt was 
aware of these Implications. Interviewed by a reporter from 
The Country Gentleman about his farm tax legislation he said:

We should get a larger proportion of our tax re­
venue from those who can afford it. That may 
sound radical, but it is only common sense. Un­
der the prevailing system of taxation real prop­
erty Is forced to bear an excessive share. It 
is actually being taxed out of private ownership 
on a large scale, as the thousands of tax sales 
over the country show. Our tax systems need to 
be brought Into line with the facts and conditions

1 . Tbld, 9 May 1929.
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of modern life. While real property once rep­
resented the chief source of income, today by 
far the largest percentage of it comes from 
salaries, commissions, profits, dividends and 
interest on accumulated wealth. We have come 
into a time when we shall have to rely less on 
the physical sources of wealth and more on the 
proceeds of wealth for our necessary tax re­
venue .
The first step, then, in the rehabilitation of agriculture 

was tax revision that reduced the financial burdens of the 
farmer and made rural communities financially able to develop 
their governmental services to a greater extent. At the same 
time, by giving the state government greater responsibility 
for roads and schools it made possible the inclusion of those 
elements of rural life in any system of regional planning that 
might be developed.

The second major step in Roosevelt’s rehabilitation of 
agriculture was a survey of land usage in the state. This 
had been recommended by the Agricultural Advisory Commission 
and the legislature appropriated funds for that purpose. 
Roosevelt looked upon the soil survey as the first step in 
working out "a plan for using every acre for the purpose to

pwhich that particular acre is best suited". Speaking on the 
problem at Silver Lake in September 1929, Roosevelt said that 
"there are dozens of different kinds of land in the State, and 
it is not stretching the point to say that a very large per-

1. Pre-publication copy of interview with F.D.R. for The Country 
Gentleman, attached to a letter from E. H. Taylor to Guernsey Cross (secretary to the Governor), 24 Apr. 1931, (Roosevelt Library).

2. F.D.R., "Address at Dinner of New York State Press Associa­
tion," Syracuse, N.Y., 1 Feb. 1929. Public Papers, 1929. p. 685. -------------- ------
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centage of agricultural land is now used for the production 
of the wrong kind of crop". The soil survey, he added, should 
go hand in hand with ua complete survey of the climatic con­
ditions of the State” and "an inventory of all of the forest 
resources of the State". Land should he classifed for agri­
culture, forest, recreation and residential purposes and whe­
ther it should be used for orchards, vegetables, forests or 
pastures; a special study should be made of dairying. The 
Governor was frank in his advocacy of regional planning*

I have long been interested in the general sub­
ject of city and of regional planning. The pre­
sent proposed survey of the whole State is merely 
an intelligent broadening of the planning which 
heretofore has been localized. It is a study 
for a state-wide plan which will include the use 
of every acre in the whole State. So far as I 
know this is the first time in the United States 
that the city or regional plan idea has been ex­
tended to take in a whole state.
When a detailed survey of one county, including soil, 

climate, land-use and population had been completed, Roosevelt 
reported his views on regional planning to the State Agricultural 
Society:

This study of Tompkins County includes a classi­
fication of the land in the county into several 
groups with first-class land that should always 
remain in farms at one end of the scale, and 
land that clearly should be reforested at the other end of the scale.
A road system to serve the best interests of 
these areas is projected on a scientific basis....
The plan also includes a location for electric 
power lines such as will serve all people of an

1. F.D.R., "Address at Silver Lake, N.Y.," 15 Aug. 1929.
Public Papers. 1929. pp. 726-727.
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area and not leave some worthwhile farms in pock­
ets which can never be economically reached by 
electricity*...
Hand in hand with this survey there should go a 
reforestation program...
Planned distribution of farm products was to supplement 

land-use planning. Speaking at the annual farm dinner given 
by Jerome D. Barnum, at Syracuse, only three days after his 
Silver Lake speech, F.D.R. described the creation of the New 
York "milkshed" by the New York City health authorities and 
the efforts made by the Dairymen's League to keep milk and
cream production at the quality demanded by the City. He
argued that if all of the major eastern cities followed suit 
"the dairy industry throughout the eastern states in a very 
few years could automatically be stabilized". The same prin­
ciple could be applied to vegetables and fruitt

What,for instance, is the economic use in the
spectacle in (sic) huge dump scows being towed
down New York Harbor and out to sea for the 
purpose of throwing overboard dozens of car­
loads of cabbages which have come to the New York City market from the eastern and middle 
western states and in many cases the far west­
ern states, all arriving the same day and in 
such quantities that they could only be con­
sumed if the six million people in New York 
all decided to eat corned beef and cabbage 
three meals a day for a week.... The fault 
lies not with the commission merchants, but 
with the lack of planning by the communities 
and the growers as a whole.

Tl P.D.R•, "Why the State Should Adopt a Scientific Land Policy," 
Address at Annual Dinner of the N.Y. State Agricultural So­
ciety, Albany, 21 Jan. 1931. Public Papers, 1951, pp. 700-701. 
These sentiments were repeated in a special message to the legislature five days later, Ibid, pp. 86-88.
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This evil could be avoided, insisted Roosevelt, by putting 
the vegetable supply of the cities of the state "on a state­
wide basis" similar to the milk-shed arrangement through 
"cooperation between the city-dwelling public on the one side 
and the vegetable growing farmers on the other". The same 
system could be applied to fruit, but in either case there 
should be no attempt to keep out early or late fruits and 
vegetables from other parts of the country. The advantages 
of such a distribution scheme, he said, were numerousj "it 
will result, in the long run, in a more stabilized price, in 
the prevention of over-production, in the more permanent em­
ployment of labor, in the saving of transportation, duplica­
tion and waste, and in a better understanding between the city 
and farm populations".^ Throughout this whole address ran the 
implication that government and cooperative farm associations 
must work together to achieve the goal, much as had been the 
case in the dairy industry.

Development of industry in rural areas was to complement 
efficient use of agricultural land and improved distribution

TI FTdTR., "The Future of Farming in New York State," 28 Aug. 
1929. Public Paper3. 1929, pp. 729-30. Roosevelt’s plan 
was: not specific, but his listeners knew about the New York 
milk shed that F.D.R. wanted to use as a model. It en­
tailed restriction of milk supplies to those provided by 
farmers in the state, and activities by the New York Dairy­
men’s League to provide cost, price and output figures to 
farmers in an effort to prevent overproduction. It also 
entailed control of milk prices by the State.
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systems. This point was emphasized in a speech made before the 
1931 Governors* Conference. Roosevelt pointed out that "in 
times of booming industry we can overlook defects of organiza­
tion and danger signals from industry and agriculture, but in 
times such as the present these symptoms attain a new impor­
tance and show us the urgency of the new problems we have to 
face11. Among these problems he listed "dislocation of a proper 
balance between urban and rural life", and proceeded to de­
scribe "land utilization and state planning" in New York in
terms of the development of a rural-industrial type of society.
The retirement of sub-marginal lands from cultivation, which 
was part of the plan, was making a population group available 
for industrial employment:

As a nation we have only begun to scratch the
surface along these lines and the possibility
of diversifying our industrial life by sending
a fair proportion of it into the rural districts 
is one of the definite possibilities of the fu­
ture. Cheap electric power, good roads and 
automobiles make such a rural industrial develop­ment possible....
It is for these reasons that I have spoken of a 
third and new type of American life. The rural 
industrial group. It Is my thought that many 
of the problems of transportation, of over­crowded cities, of high cost of living, of a 
better balance of population as a whole can be 
solved by the states themselves during the coming 
generation.

Development of power resources, especially those of the St. 
Lawrence River, he said, were an integral part of a system 
of "state planning" --  "a permanent program both social
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and economic and statewide in its objectives".^

In Roosevelt’s program-for efficient land use a major 
element was retirement of marginal farm lands from production 
and the use of such lands for reforestation projects. As he 
had repeatedly pointed out, and as the soil survey indicated, 
much of this land should not have been cultivated in the first 
place. By taking it out of cultivation the production of in­
ferior crops would be reduced and they would no longer tend to 
drag down farm prices; at the same time, a timber crop could 
be developed and the problems of flood control and water sup­
ply would be eased* When the argument was put In this fashion 
there was not much that could be said against such a proposal, 
and it was the logical place to begin the planned use of land 
resources.

1. F.D.R., "Acres Fit and Unfit," Address before Conference of
Governors, French Lick, Ind., 2 June 1931. Public Papers, 
1931, pp. 734-738.
MooseveIt was aware that a reforestation program and indus­
trial decentralization would have some relevance to the de­
pression problem. He thought that a back-to-the-land move­
ment for industry would move workers nearer to their food 
supply and assure farmers of a market at the same time that 
it would promote the development of a rural-industrial so­
ciety. Ibid, pp. 752-759; Radio Address, Albany, N.Y., 13 
Nov. 1951, ibid, pp. 480-482; "Back to the Land," American 
Review of Reviews, Vol. 84, No. 4 (Oct. 1931), pp. 63-64; 
F.D.R. to' Arthur B. Barret, 21 Nov. 1931, (Roosevelt Library). 
He also thought his reforestation program would "reduce pro­duction and crops by ten to fifteen percent on the average, 
taking away especially the poorer qualities of fruit and 
other produce from the competitive market". F.D.R. to 
David M. Goodrich, 19 July 1931, (Roosevelt Library).
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The reforestation program was pushed concurrently with 

tax relief and the land survey. In the 1929 session of the 
legislature two bills to promote reforestation were passed.
The first provided that the State could acquire through the 
Conservation Department tracts of 500 acres or more to be 
reforested by the State. The second enabled county boards of 
supervisors to acquire land in their county for reforestation 
purposes; if the acquisition were approved by the Conservation 
Department the State would match county funds, up to a maximum 
contribution of $5,000 In any one year in any one county.^ To 
provide funds for reforestation a constitutional amendment 
authorising a bond issue of $19 million was proposed, ratified 
by two successive legislatures and submitted to the electorate 
as a referendum in the 1931 general elections.

This so-called nHewitt,f amendment provided that the state 
acquire for reforestation about a million acres of abandoned 
farm lands. It made mandatory a schedule of appropriations be­
ginning at $1 million in 1932, Increasing $200,000 a year until 
$2 million was reached in 1937, and continuing at that rate for 
five additional years. The reason why the appropriation was 
put in the form of a constitutional amendment rather than 
legislative enactments was to insure a continuing program that 
would enable long-range plans to be made. The amendment pro­
vided that all lands acquired within the boundaries of the

TI 'American Agriculturist, 20 Apr. 1929.
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Adirondack and Catsklll forest preserves would remain as un­
touched forest, while other lands would be developed as tree 
plantations and operated under a cropping system. Above all, 
it was to be a continuing, state-wide program of planned use 
of land that would utilize for a cash crop lands that were 
abandoned or about to be abandoned, protect the state’s water­
sheds and provide areas for hunting, fishing and other recre­
ational uses.^

The Hewitt amendment received support from both parties 
as well as from agricultural and sportsmen’s organizations. 
Opposition came from The Rural New Yorker, chief rival of 
Morgenthau’s American Agriculturist, and most surprisingly, 
from former Governor Alfred E. Smith. Smith argued that the 
amendment would put the State into the lumber business in 
competition with private enterprise, that it opened the way 
to future invasion of the Adirondack and Catskill forest pre­
serves, and that it was a mistake to add things that were not 
fundamental to the State Constitution.^ Smith was answered 
by Gifford Pinchot, Republican Governor of Pennsylvania, who 
pointed uut that "putting the state into the lumber business"

TI The" purposes of the amendment were explained in a series of 
press releases from the State Conservation Commissioner in 
the months prior to the election (Conservation-Reforestation 
file, Official Papers); Nelson C. Brown. "Restoration of 
State Forests Sought by Referendum Vote" N.Y. Times. 18 Oct. 
1931; Reforestation (pamphlet published by State Reforesta- Commission, Albany, no date).

2. N.Y. Times, 22 Oct. 1931.
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was an essential and inescapable part of forestry, that the 
forest preserves would be fully protected, and that a consti­
tutional amendment was the only way purchase of the lands 
could be assured.Roosevelt reiterated these arguments in a 
radio address to the people of the State, in which he did not 
refer to Smith by name, but spoke on the issues. The amend-

pment was carried by a large vote.
With tax relief for the farmer an accomplished fact, and 

the soil survey and reforestation of marginal lands under way, 
Roosevelt next turned to problems of marketing. In a special 
message to the legislature in January 1932, he urged diversion 
of a portion of the State highway funds for the immediate con­
struction of farm-to-market roads. There were only 12,000 
miles of concrete main highways in the state, he said, in con­
trast to 82,000 miles of secondary and tertiary roads, of 
which 70,000 miles were dirt roads. Many of the latter were 
almost impassable during the winter and in rainy weather, 
causing the cost of transportation of farm products to the 
markets to be unnecessarily high.

I believe that as the next logical step the State 
should proceed at its own expense and through it3 
own Department of Public Works, to the conatruc-

T~. tf.Y. Times, 27 Oct. 1931.
2. The vote was 778,192 yes and 554,550 no (Bellush, _o£♦ cit., 

Ch. 4, p. 40). Of the 6 amendments voted on, the electorate 
approved the 3 supported by Roosevelt and rejected the 3 
disapproved by him. P.D.R. could not understand Smith's actions; "What a queer thing for A1 to fight so bitterly 
on No. 31" he wrote. (P.D.R. to John G. Saxe, Elerction Day, 
1931, Roosevelt Library).
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tion of demonstration farm-to-market roads in 
each county of the State. In this way not 
only would many miles of improved roads he 
made available to the farmers of the State, 
but the State would furnish a practical example 
to follow...

With this, the road-building aspects of regional planning for 
New York were initiated.

Roosevelt's attempt to develop regional planning in 
New York was not something that his agricultural experts had 
devised, but stemmed from a firm belief on the part of the 
Governor that comprehensive regional planning could eliminate 
many wastes inherent in unplanned development and at the same 
time readjust what he felt to be a serious imbalance between 
rural and urban life.

As early as 1927 he had called attention to the "mush­
room growth of many of the country's larger cities without 
definite and constructive planning" resulting In losses in 
"the health and convenience of the public as well as property 
values and economy of time".

This problem Is not confined alone to larger 
centers, but affects every town and village, 
and intelligent planning on their behalf 
will prevent in the future for them the un­
fortunate conditions that are now causing 
untold waste in our larger cities either 
through the continuance of bad conditions 
or the cost of rebuilding. The undirected 
mushroom growth of our cities and towns must be controlled.^
When he became governor Roosevelt spoke glowingly of the

1.T Quoted in American Agriculturist, 30 Jan. 1932.
2. P.D.R. Fifth Annual Message to the American Construction Council, undated, (Roosevelt Library).
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possibilities of regional planning for the upper Hudson Valley 
region "so that in the succeeding generation we shall not re­
gret the structures which we now build".!

Speaking before the Regional Plan Association late in 
1931, the Governor called attention to the city plan of Chi­
cago. Out of it has developed

A new understanding of problems that affect 
not merely brick3 and mortar, subways and 
streets; planning that affects also the 
economic and social life of a community, 
then of a county, then of a state; perhaps 
the day is not far distant when planning 
will become a part of the national policy 
of this country.

The New York milkshed was given as an example of planning, 
with farm organizations forecasting the demand for milk and 
helping the farmers adjust production to demand. The same 
thing, said the Governor, might be done for apples. Roose­
velt expressed his advocacy of "total regional planning", 
not along any rigidly specified lines, but with each area 
experimenting in the type of planning best suited to it.2

Roosevelt's interest in regional planning had been 
fostered by his uncle, Frederic A. Delano. Mr. Delano had 
been chairman of the Committee on the Regional Plan for

"TZ FTdTR., Address Before Rensselaer County Democratic Com­
mittee, Troy, N.Y., 8 Jan. 1930, Public Papers, 1930, p. 681.

2. F.D.R., Address Before the Regional Plan Association, New
York, 11 Dec. 1931. Public Papers, 1951. pp. 783-788.
This address was published, with a few editorial changes 
and cuts as a magazine article, "Growing Up by Plan," The 
Survey, Vol. 67, No. 9 (1 Feb. 1932) pp. 483-485.
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out a path-breaking survey of the New York metropolitan area, 
the results of which were published in an eight-volume analysis. 
It was through Delano that Roosevelt was asked to write the fore 
word to a book on planning of cities written by the Committee's 
general director of plans and s u r v e y s .2 The author suggested 
that Roosevelt stress the advantages of city planning in pro­
moting health and general welfare, in promoting economy, and 
in developing a rapprochement between town and country.^
This the Governor, now President-elect, did, emphasizing that 
city planning was "among the most important needs of our mod­
ern civilization".^

It would be interesting to speculate on how Roosevelt's 
program of regional planning would have developed if he had 
remained longer in the governorship. The type of planning 
he envisioned was not a centrally-controlled, detailed 
planning. If we are to judge by his many statements, it was 
to entail cooperation between all levels of government led

TI Robert M. Haig and Roswell C. McCrea, Regional Survey
of New York and Its Environs, 8 vols. (n Ty ., Committeeon the Regional Plan, 192’/-l929).

2. Thomas Adams, Outline of Town and City Planning; A Re­
view of Pa3t Efforts and Modern Alms (N.Y., Russell 
Sage Foundation, 1^35). n

3. Thomas Adams to P.D.R., 11 Nov. 1932 (Roosevelt Library). 
This letter was sent to Roosevelt via Delano.

4. Adams, op. cit., pp. 5-6.
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by the State government at Albany,1 utilizing the scientific 
knowledge of the best scholars and practical men in the field* 
Above all, It was to be voluntary and required general agree­
ment between all interested parties on both the problems to be 
tackled and solutions for them. Government was to lead, not 
direct. The planning was also to be comprehensive; that is,
it would deal with all facets --- social, economic, political,
scientific, financial --- of any problem tackled. It was to
be, in short, the type of planning developed in the Tennessee 
Valley.

A major element in Roosevelt's program for the State was 
provision of electric power at low rates to the farmers and 
the city consumers. This was to be accomplished by construc­
tion of power plants on the St. Lawrence River by the State 
and by a revivified program of utility regulation.

In his first inaugural address as Governor, Roosevelt 
outlined the basis of his power policies;

IT When asked.to comment on Stuart Chase's proposal for a 
National Industrial Planning Board to gather facts and 
advise the government, both federal and state, and In­
dustry, P.D.R. replied; "I much like your idea of the 
National Industrial Planning Board as a fact-gatherer 
•••• While I am very much opposed to the extension of Federal action in most economic-social problems, never­
theless the Federal Government ha3 a very distinct func­
tion as a fact-gatherer for the whole nation." (F.D.R. 
to Mrs. Caspar Whitney, 8 Dec. 1930). The National Re­
sources Planning Board was to fulfil the functions pro­
posed by Chase during the New Deal years. Roosevelt in 
1931 felt that state planning provided forty-eight labora­tories for the testing of new ideas that might prove to 
be sound or unsound. (Public Papers, 1951, p. 788).
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I should like to state clearly the out­
standing features of the problem itself.
First, it is agreed, I think, that the 
water power of the State should belong 
to all the people.,.. The title to this 
power must vest forever in the people of 
this State.... The legislature in this 
matter is but the trustee of the people, 
and it is their solemn duty to administer 
such heritage so as most greatly to bene­
fit the whole people....
It Is also the duty of our legislative 
bodies to see that this power, which be­
longs to all the people, is transformed 
into usable electrical energy and dis­
tributed to them at the lowest possible 
cost. It is our power; and no inordin­
ate profits must be allowed to those who act as the people’s agents in bringing 
this power to their homes and workshops....

The Governor did not lay down -any dicta as to the extent of
state enterprise in the various parts of the power industry
  construction and operation of powerhouses, long-distance
transmission lines, and distribution to homes and factories.

Hew much of this shall be undertaken by 
the State, how much of this carried out 
by properly regulated private enter­
prises, how much of this by some com­
bination of the two, is the practical 
question that we have before us. And 
in the consideration of the question I 
want to warn the people of this State 
against too hasty assumption that mere 
regulation by public service commissions 
Is, In itself, a sure guarantee of pro­
tection of the interest of the consumer.
The Governor presented his plans for power development

In greater detail In a special message to the legislature in

XT lF.lt)'.R., Inaugural Address as Governor, Public Papers, 1929, pp. 11-15.    —
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March. He stated that the state should operate power
plants at state-owned power sites and again emphasized
the problem of how to distribute it, adding that

The actual operation of a transmission or a 
distribution system in this field of activity 
should, if possible, with safety to the people, 
be undertaken by private enterprise, and... 
the State should undertake it only if private 
enterprise proves that it cannot, or will not 
successfully carry out the task.

But this would raise the question of rate regulation, and 
Roosevelt did not feel that the Public Service Commission 
was adequate to the task of protecting the public, because 
of a "series of court decisions, especially in the Federal 
Courts" which, through valuation of properties at replace­
ment cost, "have made legally possible investment returns 
as high as fifty percent, or even one hundred percent an­
nually on the original investment". In place of regulation 
Roosevelt wished to substitute contracts that would specify 
prices to be charged the consumer.-*-

The Governor then proposed a St. Lawrence Power De­
velopment Commission of five members to bring in a complete 
plan for development of the St. Lawrence River power sites 
by the State and for distribution by contract with private 
firms at "the lowest rates to consumers compatible with a

TI Public Papers, 1929, pp. 153-154.
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fair and reasonable return on actual cash investment".1 The 
commission was to report by January 15, 1930, and if the 
legislature approved would then proceed to effect the plans.

The legislature, however, refused to pass the bills in­
troduced by the Democrats to create the commission.

In the meantime the power companies were active. Three 
of the 3a rge power systems, encompassing most of the state, 
were planning to merge into the Niagara-Hudson Power Corpora­
tion. The Governor, of course, was concerned: if the State
had to bargain with an effective monopoly for distribution 
of its electric power, what kind of prices would it be able 
to get for the consumer? Would not the monopoly be able to 
name its own terms under the fiction of "negotiating" a con­
tract with the State Power Authority? The Governor questioned 
Attorney General Hamilton Ward on the legality of the merger, 
but Ward replied that there were no State laws under which it

pcould be held to be illegal.
Unable to take legal action, Roosevelt sought to arouse 

the public to the danger. Speaking extemporaneously at the

1. Ibid, p. 156. Roosevelt defined the basis for rate-making as follows: Operating expenses, capital outlay, repre­
senting money actually spent in plant investment and working 
capital, with reasonable allowance for obsolescence and de­
preciation." The return on the investment was to be limited 
to "the interest actually paid on borrowed money and divi­
dend rates not in excess of current rates on preferred stock, and not to exceed 8% on all other cash capital".

2. P.D.R. to Hamilton Ward, 29 June 1929; Ward to P.D.R. 29 
July 1929. Power Investigation file, Official Papers.
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dedication of the new Tammany headquarters at Union Square on 
July 4, 1929, he blasted big business in general and the power 
companies in particular. This important speech was given with­
out notes and no stenographer was present; there are no copies 
of it available. It has not been reported or discussed in any 
of the books about Roosevelt. The following summary follows 
the long account of the speech In the N.Y. Times for July 5, 
1929*

The headlines read; "GOVERNOR SCORES MERGERS AT TAMMANY 
DEDICATION; HAILED AS NEXT PRESIDENT.... SEES MENACE TO LIB­
ERTIES.... DEMANDS THAT BUSINESS AND GOVERNMENT BE KEPT SEPA­
RATE.... PEARS ECONOMIC FEUDALISM."

Roosevelt warned that combinations of capital and the 
alliance between big business and government might make It 
necessary to proclaim a new Declaration of independence if 
dangers to the liberty of the people were to be avoided.

Governor Roosevelt declared that the vast economic 
changes through which the country was passing made 
It necessary to reconsider once more the whole prob­
lem of liberty. This problem, he said, assumes new 
aspects in the light of what has taken place in the 
economic structure of the nation, aspects which com­
pel the people to see to it that "government and 
business are kept separate" If the nation’s freedom 
is to be preserved.
The Governor painted the picture of the rise of a 
new economic feudalism dominating the life of the 
country. Citizens of the United States may have to don again the liberty caps of their Revolutionary 
forefathers and fight anew the struggle for Inde­
pendence, the Governor said. He took courage from 
the fact, however, that this time the struggle could 
be waged by the ballot instead of by sword and gun....
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Governor Roosevelt declared that "It la perfectly 
possible we are headed for a new kind of rule by 
others”.
"No period In history has been so rich In social 
and economic changes as those that have taken 
place In the last twenty-five years,” the Governor 
said, "We may well ask: Are we in danger of a
new caveman’s club of a new feudal system, of the 
creation in these United States of such a highly centralized industrial control that we may have 
to bring forth a new Declaration of Independence?"
"It is not that these great industrial and eco­
nomic mergers are necessarily bad from the economic point of view," the Governor continued, "but the 
fact is that independence in business is a thing 
of the past. Can a man today run a drug store, a 
cigar store, a grocery store as an independent 
bus iness ?"
Roosevelt admitted that "the questions presented by the 

ever-growing aggregations of capital,«.may find a natural 
solution", but warned that this possibility does not eliminate 
the danger "from the development of a partnership between 
business and government". The "new tariff bill" was an ex­
ample of this partnership, and the Governor added:

I want to preach a new doctrine: a complete sepa­
ration of business and government.

He pointed out that the fight against business influence at
Albany had been made by "A1 and me" for ten years and promised
to continue the battle.

Analyzing the process of concentration of capital 
in the United States accompanied by a corresponding 
concentration of power In the hands of a few persons, 
the Governor continued:
"This means something pretty serious. It is pretty 
serious for any individual to go out against these 
big combinations. People hesitate to do so. The
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Intentions of the men working on these consoli­
dations may he the best. They doubtless think 
it is for the best as far as they themselves are concerned. And it is, for them. But they 
are becoming increasingly more powerful in the 
State and nation, an influence that some day 
will have to be met. This will have to be com­
bated just as was the power of the old barons 
and the earlier kings, all of whom believed 
they were conducting things for the common good.
How we shall successfully deal with these prob­
lems will depend on two things: upon the atti­
tude of the people themselves and on retaining 
In office people who will look after the reten­
tion of offices in the hands of the people."1
Reaction to the speech was immediate. The press services

carried only a meagre note that Roosevelt had spoken about
"industrial feudalism", but Will Rogers mentioned it favorably
In his column, with the result that P.D.R. received hundreds
of requests from all parts of the nation for copies of the
speech.

The New York Post editorialized that Roosevelt "talked a 
good deal of unreality" and accused him of "fighting an in- 
telleeutal sham battle" by "digging up some dangers to our 
democracy" which "seem to have singularly little substance in 
the life of the nation today". Pointing out that the Governor 
had been vague in offering remedies for the' evils he presented, 
it said, "clearer phrases would come from a mind that was more

Oclear on the question at Issue".

1. N.Y. Times, 5 July 1929. Most of the other New York news­
papers copied the Times’ report of this speech. Independ­
ent summaries made by the Herald-Tribune and the World are
given in the Appendix to this chapter.

2. N.Y. Post, 5 July 1929.
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The New York World, on the other hand, merely commented 
that "Governor Roosevelt made an address applying the ortho­
dox principles of the Democratic Party to the new era of 
super-trusts in which we are living11.'*'

Prom the socialist New Leader, which continually criti­
cized Roosevelt for actions it thought ineffectual, came 
sharp criticism from Norman Thomas. He called the speech 
"sentimental” and "muddle-headed”, hut granted that Roosevelt 
was "right in thinking that his scheme of leasing state de­
veloped power to private distributing companies won't work 
unless there is some competition between the distributing 
companies". The only real solution, in Thomas’ view, was 
complete socialization of the electric power industry from 
powerhouse to consumer.^

Spokesmen for the power companies maintained a discreet 
silence.

The furor in New York State over the question of water 
power development had begun to attract nationwide attention. 
When The Nation devoted a full issue to the electric power 
problem Samuel I. Rosenman, counsel to the Governor, was asked 
to contribute an article on Roosevelt’s program. He outlined 
it much as Roosevelt had done in his messages to the legisla­
ture: the state was to build and operate power plants through
a board of trustees with power to issue and sell bonds for

TZ n7Y7 World, 5 July 1929.
2. "Timely Topics," New Leader, 13 ^uly 1929.
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that purpose; distribution was to be done by private utilities 
under contract; the rates were to provide a "fair and reason­
able return on the actual cost". Rosernnan recognized that the 
recent merger raised the danger of monopoly in distribution 
which might hurt the bargaining power of the state, and this, 
he said, might force the state into the business of distribu­
tion.^

Roosevelt himself contributed an article on the subject 
to Forum later in the year. He devoted most of his space to 
the inadequacies of utility regulation in protecting the public, 
but closed with the proposition that the power resources of the 
St. Lawrence River, Muscle Shoals, and Boulder Dam should be de­
veloped by either the federal or state governments "as a yard­
stick with which to measure the cost of producing and trans­
mitting electricity."^

Roosevelt's article in Forum also Indicated that he was 
willing to have the state distribute power as well as generate 
it. This might well have been necessary in the face of the

TI Samuel I. Rosenman, "Governor Roosevelt's Power Program,"The Nation. Vol. 129, No. 3350 (18 Sept. 1929), pp. 302-303.
2. F.D.R., "The Real Meaning of the Power Problem," Forum, Vol.

82, No. 6 (Dec. 1929), pp. 327-332. Roosevelt was a decided 
advocate of government enterprise as a "yardstick" with which 
to measure the performance of private industry. Speaking 
about a proposal to improve the New York State Barge Canal, 
he said: "We will need it not only because of the larger vol­
ume of merchandise we will find It necessary to carry, but we 
will need it as an economic adjunct, to keep a check on what 
transportation should cost. But a little competition, even 
in this modern era of merger and consolidation, Is a good 
thing." (F.D.R., "Address before Convention of the N.Y. State 
Waterways Association, Albany, 18 Oct. 1929," Public Papers, 1929, p. 747). --------------
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Nlagara-Hudson merger. But state transmission lines would be
constructed only if private enterprise TOuld not do it. F.D.R.
expressed this attitude in 1931;

First the Power Authority would seek to interest 
other privately owned companies in providing 
transmission lines and distributing systems. If 
this did not succeed the Power Authority could 
bring in a plan for building its own transmission 
lines and getting municipalities or local lighting districts to take care of distribution. In any 
event, either of these alternatives would require 
legislative sanction.1
Governor Roosevelt returned to the battle for his water 

power program in the 1930 session of the legislature. He re­
newed his request for establishment of a commission to work up 
plans for building a dam and powerhouses on the St. Lawrence 
by the State, and distribution of the electricity under contract. 
This time the Republican domira ted legislature was amenable to 
the Governor’s plan; the utilities no longer objected.

Floyd L. Carlisle, board chairman of Niagara Hudson Power 
Company and an old acquaintance of the Governor, had held a 
series of conferences with Roosevelt in which he withdrew ob­
jections to government development of power sites and expressed 
the willingness of the utilities Hto cooperate with the best 
plan for the utilization of the power” The legislature then

TI Pre-pub1ication copy of interview for The Country Gentleman, op. cit.
2. Floyd L. Carlisle to F.D.R., 10 Jan. 1930, (Water Power Bill 

file, Official Papers). The utility interests had little to 
fear: an international treaty would be necessary in order to
develop the St. Lawrence, and with a Republican administration 
in Washington there was little chance for government develop­
ment of power, much less development by a state headed by the 
leading contender for the next Democratic presidential nomina­tion.
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took prompt action. Bills embodying F.D.R.'s plans were in­
troduced and passed. The St. Lawrence Power Development Com­
mission was set up to report plans for state development of 
water power on the river, and to work out a contract for sale 
of the power. The report was to be made by the 15th of Janu­
ary 1931, and if approved by the legislature a permanent board 
of trustees would proceed to put the plan into effect. Sig­
nificantly, the commission was given full latitude in drawing 
up plans for distribution by contract, through municipalities, 
or directly to the consumer.

Signing the bill, Governor Roosevelt was able to express 
one of his favorite themes: the development of new methods
to meet new problems.

So long as men used our waterfalls and streams 
only to grind their neighbors' corn or to turn the wheels of primitive manufacturers, the pub­
lic at large had no particular interest beyond 
seeing that the rights in the running water of 
one individual or one manufacturer were not 
interfered with by other individuals or other manufacturers. It was purely a question of the 
protection of individual rights in which the public generally had no Immediate interest.
With the sudden development of this new giant 
electricity, however, the situation was en­
tirely changed. It Is no longer a case of 
mills along the river banks but of light and 
power which can be carried along a slender 
wire into the homes of every citizen. The 
creation and distribution of this new energy 
becomes a matter of vital importance to every 
one of us. This change in conditions came 
about very swiftly, In fact before we had time 
to think very clearly what to do about it, and 
we have been operating under laws and theories 
of ownership devised to meet the old grist mill- 
on-the-creek conditions. Quick-witted people
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took advantage of this to secure a virtual 
monopoly of many of our great natural water 
power resources and, except for the Niagara 
Gorge, the only single unit of major im­
portance still awaiting development lies in 
a single stretch of turbulent water along the 
St. Lawrence Rapids.
The report of the commission was made to the 1931 session 

of the legislature. It planned a state power dam on the St. 
Lawrence with distribution by private firms under contract.
If good terms could not be obtained from Niagara Hudson ’’other 
disposition" of the power was vaguely recommended by the majority, 
while the minority recommended state sponsorship of a private 
distribution outlet or, as a last resort, building of transmission 
lines by the Power Authority. The legislature accepted these re­
commendations, but not without some astute political maneuvering
by the Governor. A state Power Authority was set up, with power 
to issue bonds and build dams and powerhouses for the production 
of electricity. Rates were to be fixed by contract "with any 
corporation or corporations, whether now existing or to be 
formed in the future" for transmission and distribution. Finally, 
If advantageous contracts could not be signed with private firms, 
the Authority could draw up plans for building its own trans­
mission and distribution systems; before actually building any 
lines of Its own, however, the Authority’s plan wDuld have to 
be approved by the legislature and the G o v e r n o r . ^

Tl F.D.R., "Statement by the Governor....," 29 Mar. 1930.
Public Papers, 1950, p. 439.

2. Public Papers, 1951, pp. 591-592.
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In spite of all the effort, however, the utilities 

were the final victor. The federal government, then ne­
gotiating the St. Lawrence treaty with Canada, refused 
first to reach an agreement with New York State on the 
ownership of the power resources and then asserted federal 
authority over the power sites.'*'

Roosevelt’s fight for public power development was 
based on a desire to provide electricity to rural areas 
that did not have it and to reduce rates paid by both urban 
and rural customers. In theory, both of these goals could 
be obtained by proper regulation of private companies, and 
Roosevelt predicated his power development program upon the 
belief that regulation was not adequate to achieve his basic 
goals. In brief: he felt that state enterprise was neces­
sary because regulation of private utilities was inadequate 
or ineffective.

The Governor was not alone in this belief. Shortly after 
his inauguration many complaints were made of the Public Service 
Commission,^ especially directed at the chairman, William A.

T~» P.D.R. to Herbert Hoover, 11 June 1931; Walter H. Newton
(secretary to President Hoover ) to P.D.R., 20 June 1931; P. 
D.R. to Prank P. Walsh (chairman N.Y. State Power Authority),
23 June 1931; Prank P. Walsh to P.D.R., 9 Aug. 1931; P.D.R. 
to Hoover, 11 Aug. 1931; W. R. Castle (Undersecretary of State) 
to P.D.R. 13 Aug. 1931; P.D.R. to Senator Thomas J. Walsh 
2 Nov. 1931 (Power Authority file, Official Papers); Hoover 
to P.D.R., 10 July 1932, (Homan-Hopson file, Official Papers). 
See Bellush, <o|>. clt., Ch. 14, pp. 21-38 for a detailed sum­
mary of this correspondence.

2. The Public Service Commission was composed of five members ap­
pointed by the Governor for terms of five years. It had power 
to regulate rates, fix standards for gas and electric service, 
and prescribe uniform methods of accounting for light, heat, 
power, telephone and telegraph, and transportation companies.
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Prendergast, and at George R. VanNamee. The City Club of New 
York, the Public Committee on Power in New York, and the New 
York World were most vigorous in leading the criticism. They 
contended that rates for electricity paid by domestic users 
were inordinately high when compared with rates charge in­
dustrial users, that the Commission had permitted consolida­
tions that gave excessive profits to the promoters, that the 
companies charged off propaganda to operating expenses, that 
recent cost-saving innovations had not been passed on to the 
public in lower rates, and that the Commission lacked ag­
gressiveness in protecting the public. The World added a de­
mand for an investigation of the holding companies that the 
Commission heretofore had ignored.^

Commissioner VanNamee, in answering these charges, con­
tended that most of the difficulties in regulation were the 
fault of the Supreme Court, which had never laid down a 
sensible definition of the "fair value" on which rates were 
to be based. He also argued that the Commission was only a 
fact-finding body that had to be governed by the decisions 
of the courts.2 Roosevelt was later to agree fully that 
much of the blame for inadequate regulation was to be laid 
upon the courts, but to disagree with the role of the Com­
mission as a fact-finding body.

The charges against the Public Service Commission could

T7 Public Utilities Bureau file, Official Papers.
2. George R. VanNamee to P.D.R., 25 Jan. 1929,(Roosevelt Library).
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not be Ignored, and the Governor decided to ask the legis­
lature for a commission to investigate revision of the pub­
lic service laws of the State. In a special message he 
asked for a ''non-partisan commission to make a thorough study 
of the whole subject of the public utility field", with spe­
cial emphasis on the history of regulation in New York and 
elsewhere and on the "application of the principle of con­
tract approval by a public body as distinguished from straight 
regulation".-*- On April 16, 1929, both houses of the legislature 
approved the establishment of a Commission on Revision of the 
Public Service Commissions Law; It was to have nine members, 
six from the legislature and three appointed by the Governor.

In a memorandum accompanying his approval of the bill 
the Governor indicated what he thought was the proper basis 
for rate-making:

The theory of twenty years ago that the return 
to public service corporations should not ex­
ceed a fair profit on the money actually in­
vested is constantly and flagrantly violated.
Some method must be found to return to the original principle.2
Chairman Prendergast disagreed publicly with this view. 

Speaking at Schenectady less than a month later, he contended 
that the Supreme Court had decided that the return should be 
based on used and useful property reckoned at "present-day 
values". Prendergast supported the reproduction cost of the

The Public Papers and Addresses of Franklin D. Roosevelt, (N.Y., Random House, 1^36) Vol. I, p. 233. This source will be cited hereafter as Public Papers and Addresses.
2. Ibid.
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plant as the valuation underlying the rates to be charged:
I do not believe that this question will ever 
be settled rightly until we find some fair 
means between the extremists who on one side 
favor ultra production cost and those who on 
the other side speak of book cost as if it were a divine command.... The purpose I have 
sought to achieve at this time is to offer 
proof that "money actually invested*1, as 
stated by Governor Roosevelt, has never been 
a theory underlying or existent in the Public 
Service Commission Law of the State of New 
York.1

The lines were clearly drawn for a battle between the adherents 
of the ’’reproduction cost” and the ’’original prudent Investment 
cost” schools of public utility rate-making.

Governor Roosevelt did not reply to Chairman Prendergast 
Immediately. Instead he began a steady stream of publicity 
for his side of the case and began gathering facts to support 
it.

In October he wrote to J. Lionberger Davis, an old friend
living in St. Louis:

Have you read the new book by Mosher on 
Public Utilities? The whole question, 
in my mind, is as to whether a public 
utility has the right to make any old profit 
that it can or not, in other words, as to 
whether there is any real distinction be­
tween a public utility company and a purely 
private business.
Mosher in his book asks the question along 
these lines. If a public utility company 
puts one million dollars into Its plant, 
equipment, etc., raising $750,000 of the 
sum by Issuing six percent bonds, and the 
other $250,000 by issuing common stock; and

1. Albany Evening News, 9 May 1929.
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then two or three years later they prove 
that their plant and equipment, because of 
rises in construction costs, is worth two 
million dollars, are the common stockholders 
entitled to reasonable, i.e.. eight percent 
dividends on $250,000 or on $1,250,000. Of 
course, the poor bond holders get none of 
the increase and the common stockholders get 
it all.
Of course, the answer is that 25 years ago 
when the whole question of public utility 
regulation came to the front, the basic 
theory of Governor Charles Evans Hughes and 
others at that time was that people who in­
vest in public utility common stock should 
do so with two definite thoughts in mind: 
first, that through public regulation, cut­
throat competition will be eliminated and 
dividends on their stock will be reasonably 
assured up to a reasonable amount, i.e., 
about eight percent; and secondly, that in 
return for this freedom from cut-throat 
competition they must not expect to get more 
than a reasonable return on the investment, 
and that savings in operating costs and 
ability to earn more than the eight percent 
should rightfully come back to the consumers 
in the form of reduced rates.
We have got a long way from that theory in 
the past 25 years.1
Defending his position in a letter to his uncle, Roose­

velt listed the inadequacies he found in public utility regula-

Nobody claims that government operation with 
all factors properly balanced is more busi­
nesslike than that of a private company, but 
the fact remains that where there is govern­
ment operation the household consumer pays 
less in his monthly bills.... Nobody says

1. P.D.R. to J. Lionberger Davis, 5 Oct. 1929, (Roosevelt 
Library).
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that industrial power in New York State, for 
example, is being sold to the larger consumers 
at too high a price. The following points, 
however, are borne out by statistics:
1. There seems to be unnecessary discrimina­
tion against the smaller users of industrial 
power.
2. There is too wide a spread between house­
hold rates in different parts of the State.
3. The general profit to the private companies 
from household rates is too large.
4. Installation charges, especially in the 
farming districts, are prohibitive.
5. Contracts between household users and pri­
vate companies cannot be understood even by 
the best lawyers.
The basic fact remain/3 that the private companies 
have discriminated against household users of 
electricity and that publicly owned developments 
have not, and the further basic fact remains that 
by one method or another the return to investors 
in private companies has not been at a "reason- 
able rate” on the basis of prudent investment.
I hope that some day I can ts.lk over this whole 
matter with you, for I have read literally 
hundreds of papers and documents on the whole .. 
subject and would love to talk it over with you.
To get evidence to support his contentions Roosevelt

asked Louis Howe to have a study made of comparative electric
bills in Canada (served by publicly owned systems) and New
York. He wanted the evidence: actual bills or photographic
copies of them, paid by small householders, large householders
and small businessmen. He suggested that comparisons be made

1. P.D.R. to Frederic A. Delano, 22 Nov. 1929, (Roosevelt 
Library).
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for Niagara Falla, Ontario, and Niagara Falls, New York; 
between Toronto and Rochester; between a city at the limit 
of the Canadian hydro-electric transmission line and a 
similar city in New York; between the highest rate charged 
in Ontario and Quebec by a regulated private utility and the 
highest rate charged in New York.^

In an article in Forum Roosevelt detailed his criticisms 
of public utility regulation. He pointed out that public 
utilities operate under franchises from government for the 
performance of essential services to the public, and have, 
therefore, come under regulation. They are protected from 
competition and in return must provide adequate service and 
charge reasonable rates. Roosevelt contended that originally 
the intention was to establish rates which would provide a 
reasonable return on the actual investment, making allowances 
for depreciation and operating capital. But this prudent in­
vestment theory of rate-making had been lost sight of through 
vagueness in the laws, adverse legal decisions, and poorly 
staffed public utility commissions. Instead the utilities 
pushed, and the courts accepted the reproduction cost theory 
of rate-making, which, in periods of rising land values and 
costs, w o u M  provide very large profits on the original in­
vestment of the owners. Furthermore, mergers and holding 
companies had expanded stock issues beyond the value of the

TT F.D.R. to Louis M. Howe, 7 Oct. 1929, (Roosevelt Library).
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assets of the utilities: should consumers pay rates high
enough to earn dividends on this water? The solution was 
double-"barreled, said Roosevelt: better regulation and
government-owned plants to act as a yardstick for the pri­
vate companies.

Prodding the legislature, Roosevelt told it that
Our antiquated Public Service Commission Law 
has proved itself unable to cope with the 
enormous growth and huge consolidations of 
public utility corporations and it has become 
evident that new methods of regulation, super­
vision and administration must be devised.
Prodding Chairman Prendergast of the Public Service Com­

mission, Roosevelt wrote him about the coming hearings on a 
telephone rate increase, a case in which the federal courts 
had recently overruled the Commission and ordered an increase. 
Roosevelt put him squarely on the spot: the company intended
to put the new rates into effect in five days, having the sanc­
tion of the court; but Roosevelt asked Prendergast "to resist 
the taking effect of the new rates” by ’’firm and aggressive 
action”

Prendergast resigned in a huff, much to the delight of the 
Governor, who felt that under him ’’proper utility regulation 
was not being carried out”.^ Roosevelt appointed Milo R. Maltbie

TT P.D.R., "The Real Meaning of the Power Problem”, _o£. cit.
2. P.D.R., "Annual Message to the Legislature,” 1 Jan. 1930. 

Public Papers, 1930, p. 29.
3. P.D.R. to William A. Prendergast, 27 Jan. 1930. Public 

Papers, 1930, pp. 487-488.
4. P.D.R. to Edward P. Goltra, 15 Feb. 1932,(Roosevelt Library).
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to succeed him. The Governor defended his position in the
conflict with Prendergast, pointing out that it involved a
difference of opinion on the basic purposes of the Commission:

In the days of Governor Hughes the Legislature 
created, to speak for the sovereignty of the 
people of New York State, the Public Service 
Commission. And, mind you, here is a distinc­tion which also has been forgotten. In these 
latter days and In the past few weeks, you 
have read much about whether the Public Service 
Commission of this State is a quasi - judicial 
body. Well, It is not quasi-judicial, or any 
other kind of judicial. And my friend, my es­
teemed friend, who stepped out of the chair­manship of the Public Service Commission yester­
day, in a speech in Albany the other day, said 
that it was the function of the Public Service 
Commission to sit upon a bench and hand out 
justice on the one side to the people of the State, and on the other side to the utilities; 
in other words a sort of arbiter between two 
contesting forces.
Historically, practically, legally and in every 
other way, Mr. Prendergast was dead wrong. The 
Public Service Commission is not a quasi-judicial 
body. The Public Service Commission is the rep­
resentative of the Legislature, and, back of the 
Legislature, of the people. It is not dealing 
between two contestants. It is representing one 
side, the people of the State, definitely and 
clearly. And It has one function, not a function 
to choose between the people and the public utili­
ties, but the sole function, as the representative 
of the people of this State, to see to it that
the utilities do two things --  first, give service,
and secondly, charge a reasonable rate.-*-
On the same day he had written to Prendergast the Governor 

asked the legislature for a memorial to Congress asking passage 
of a law to remove litigation regarding public utility rates 
from the original jurisdiction of the federal courts. Calling

1. P.D.R., "Address at National Democratic Club," New York
City, 1 Mar. 1930. Public Papers, 1950, p. 708.
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attention to the telephone rate case, he pointed out that the 
utilities have by-passed regulation by the Public Service 
Commission and review by the state courts. Instead, "by a 
scratch of the pen" hearings and trials of fact are transferred 
to a master appointed by a federal court "who is unequipped by 
experience and training, as well as by staff and assistants, 
to pursue that searching inquiry into the claims of the company 
which the consuming public is entitled to demand11. The master 
becomes the rate-maker, not the Commission, he said. In the 
interests of local self-rule and self-government, Roosevelt 
wanted the federal courts to be courts of appeal only.-*-

In February 1930, the Commission on Revision of the Pub­
lic Service Commission Law brought in its reports, majority 
and minority. The six members of the He gislature, all Repub­
licans, were the majority; Governor Roosevelt's three ap­
pointees --- Frank P. Walsh, Prof. James C. Bonbright and
David C. Adie --- were the minority.

The minority report was drawn up with the full agreement 
and approval of Governor Roosevelt. His appointees had con­
sulted with him frequently and also with Felix Frankfurter.
It began by charging that regulation of public utilities in 
New York State had been a complete failure. The Public Service 
Commission, designed originally to protect the public interest, 
had instead assumed a judicial role; It had accepted without 
question the "reproduction cost" theory of valuation, and had

T7 Public Papers, 1950, pp. 75-76.
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not seriously attempted to prevent rate increases. On the 
other hand, the report stated, wherever municipally-owned 
competition developed rates were lower. The minority re­
port then recommended that "prudent investment cost" be the 
method of valuation, with each company signing a compulsory 
contract with the Public Service Commission setting forth 
the valuation for a period of years. It also urged that a 
People’s Counsel be added to the staff of the Commission, 
the use of a better system of uniform accounts, and the de­
velopment of competition through municipally owned utilities.'*' 

The majority report virtually agreed with the minority, 
that regulation had broken down and that the basic cause was 
the confused valuation procedure. But Its recommendations 
were much weaker.

The majority recommendations were embodied in over thirty 
bills introduced into the legislature of which only eight were 
important. The legislature passed and the Governor signed a 
bill to give the Public Service Commission authority over 
holding companies; a bill changing the method of appeal from 
decisions of the Commission; and a bill creating a Bureau of 
Valuation and Research. Two bills were mysteriously lost In 
the closing rush of the final night of the session: they pro­
vided for regulation of private water companies and for sub-

TI Pub'lic Service Survey Commission file, Official Papers.
Prof. Bonbright modified the "prudent investment cost" 
concept as follows: "As to existing property, it woulddoubtless be necessary to compromise and to accept many if not most of the elements of value which have been ac­
cepted by the Supreme Court in past decisions. Tbis rate 
base should then become final as to existing property and 
additions to It should be made on the basis of prudent in­
vestment only." (Bonbright to F.D.R., 21 Dec. 1929, Ibid).
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metering of electricity in large buildings. Three bills were 
vetoed by the Governor: one provided a People’s Counsel in
the office of the Attorney Generalj F.D.R. vetoed it on the 
ground that the Commission itself should act for the people 
and such a counsel should be employed by the Commission. The 
valuation bill was vetoed because it failed to set up proper 
standards for valuation and had even then been watered down 
when spokesmen for the utilities opposed it. The contract 
bill was vetoed because it provided for voluntary, not com­
pulsory, contracts; the utilities had already let it be known 
that they would sign valuation contracts only against their 
will.-*- The remaining bills stemming from the majority report 
and passed by the legislature, twenty in number, were approved 
by the Governor. Pour bills based on the minority report were 
defeated. Governor Roosevelt remarked, "the mountain labored 
and brought forth a mouse".^

The following session of the legislature gave no results 
whatever. Although Governor Roosevelt asked for enactment 
of the minority proposals in his annual message on January 7, 
1931, and repeated his request in a special message on April 
10, the Republican-dominated legislature paid no attention.

In the meantime, however, the Public Service Commission 
was acting strongly. For example, on May 1, 1930, it had cut 
the rates paid by 900,000 home telephone users, but had allowed

T7 Be Hush, 0£, cit., Ch. 13, pp. 8-10.
2* Public Papers, 1930, p. 736.



www.manaraa.com

226.
business rates to be increased; the telephone company’s valua­
tion was reduced by over $35 million and its revenue by $900,000. 
The company was criticized for high cost operation by Chairman 
Milo R. Maltbie, into the bargain. A new day in public utility 
regulation had come, in spite of failure of the legislature to 
enact the changes in the law asked by the Governor.^

Roosevelt’s power and utilities program earned him the en­
mity of big business in general and the utility interests in 
particular. Uneasiness among business circles caused the Public 
Utilities Fortnightly to ask the Governor "whether or not it 
will be possible for a privately owned public utility to earn a 
reasonable return on its investment in New York" or whether "it 
is the real purpose of the present administration there to se­
cure ultimately the whole field of public utility service for 
governmentally owned plants".

Roosevelt replied vigorously. Pointing out that the only 
alternative to regulation is government ownership, he called 
on the utilities to be less rapacious --- or elsej

1. Most of the basic criticisms of public utility regulation 
made by Roosevelt and his advisers have been accepted. Re­
production cost as the basis for rate-making is no longer 
the rule. It was vigorously attacked by Justices Black in 
1938 and Frankfurter in 1939 (both Roosevelt appointees to 
the Supreme Court) and was relegated to secondary considera­
tion in the Hope Natural Gas Case in 1944, (Federal Power 
Commission vT Hope Natural Gas Co., 320 U.S. 591). In the 
same case the court asserted the dominance of public utility 
commissions in rate-making and greatly restricted the ability 
of utilities to appeal the decisions of regulatory commissions. 
It might be added that many economists now agree with Roose­
velt’s basic criticisms of public utility law and the weak­nesses of regulation (see Horace M. Gray, "The Passing of the Public Utility Concept”, Journal of Land and Public Utility 
Economics, Vol. 16, No. 1 (Feb• 1940), pp. 8-20, reprinted in 
Readings in the Social Control of Industry (Phila., Blakiston, '1942') , pp. 280-303) .
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I am firmly convinced that a proper system of 
public regulation will not endanger prudent 
unimpaired investment in public utilities, pro­
vided the management is efficient and construc­
tive ....
It may be safely asserted that one of the most
Important causes, if not the prime cause, of
the present dissatisfaction with public regula­
tion...is the attempt by those in control of 
utilities to obtain, not merely a fair return 
upon prudent unimpaired investment, but profits 
in excess of such an amount. This is the rea­
son why reproduction cost has been so widely
adopted in rate cases by utilities. They have not been content with a fair return upon in­
vestment. They have sown the wind; they may 
reap the whirlwind.
Private management does not have a right to 
existence in the face of a determination by the public to operate its utilities, but it 
does have a right...to protection against con­
fiscation directly or indirectly.^
Shortly afterwards Roosevelt was vigorously attacked by 

Thomas F. Woodlock, columnist for the Wall Street Journal, 
who charged that the prudent investment theory was "a doctrine 
condemned alike by the Supreme Court of the United States and 
by considerations of elementary justice". He argued that in 
times of rising prices, if the return on capital does not go 
up the value of the capital is diminished, and amounted to 
nothing less than confiscation. The Supreme Court had so held,

psaid Woodlock, and Roosevelt knew it.
A "faithful reader and critical admirer" of Woodlock

F . D . R . , "How Will New York’s Progressive Proposals Affect 
the Investor?" Public Utilities Fortnightly, Vol. 7,
No. 15, (25 June 1931), pp. 81 O'-Sl'2'.

2. The Wall Street Journal, 1 July 1931.
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answered him. Asserting that Governor Roosevelt was fully 
conversant with the law on this issue, he said that the Gov­
ernor was appealing to the utilities as a business proposition 
to be content with a fair return on their prudent investment 
or else put up with government-operated competition; "Governor 
Roosevelt does not suggest that the utilities ought to be 
forced by law to base rates on prudent investment, but he does 
suggest that they might be forced by competition to get out of 
business unless they do so." The writer asserted that Roose­
velt was no radical, nor was he advocating disobedience to the 
mandates of the Supreme Court, but that public opinion was a 
greater court than any. Roosevelt, he said, had not;

...indicated his disbelief in capitalistic so­
ciety or private initiative. On the contrary, 
he would have capital train itself into better 
condition by reducing unnecessary profits and 
improving its relations with the public. His 
position on public utilities is but a phase of 
this general viewpoint. Personally, I do not 
believe that Governor Roosevelt is a red. I 
do not believe he is even a blushing pink. I 
believe he has far more regard for capitalistic 
society than those who would stand idly by and 
see it commit suicide. I believe that the 
capitalistic ship of state would be far better 
in the hands of a skipper such as Roosevelt, 
who can really see shoals and bars, and fears 
not to discipline his own crew, than under the 
leadership of certain political navigators who 
persist in taking their bearings through rose- 
colored binoculars.!

1. Francis X. Welch to the Editor, Wall Street Journal, 2 July 
1931, (Roosevelt Library). The writer believes that this 
letter was written by Roosevelt himself, or one of his close 
advisers with the Governor's knowledge, and sent under a fic­titious name. Roosevelt has been known to do this on several 
occasions. The letter has numerous earmarks of Roosevelt's 
style of writing and indicates intimate knowledge of Roose­
velt's beliefs. Roosevelt had no close acquaintance named Welch.
Woodlock seems to have thought similarly, for he suggested a 
public discussion with the Governor on the public utilities 
issue. Roosevelt declined (F.D.R. to Thomas F. Ytfoodlock,15 July 1931, Roosevelt Library).
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Criticism from Wall Street balanced the earlier criti­

cism of socialist Norman Thomas, who had written harshly of 
Roosevelt’s Tammany Hall dedication speech in July 1929, and 
of Roosevelt’s power policies in general.^ The Governor had 
replied with surprise:

I am somewhat surprised to learn that you "bit­
terly attack" my power program. I was under 
the impression that both you and the party of 
which you are the acknowledged head in this state 
were largely in agreement with me as to the need 
of a better regulation of our public utilities 
and of the securing of cheaper electrical rates 
for our people, particularly our householders.^
Thomas replied, of course, that his objective was full 

public ownership of the whole power s y s t e m . ^

While Governor Roosevelt was reviving public utility 
regulation and working toward state development of the St. 
Lawrence power sites, a similar fight was going on in Washing­
ton. Senator Norris had introduced a bill providing for fed­
eral development of Muscle Shoals on the Tennessee River, for 
power and for production of fertilizers. In 1931 such a bill 
was passed by both houses of Congress and vetoed by President 
Hoover, who later termed it a "piece of socialism".4 Hoover 
felt that the proper function of government in the field of

T7 New Leader. 18 Jan. 1930.
2. F.D.R. to Norman Thomas, 24 Jan. 1930 (Water Power Bill file, Official Papers).
3. Norman Thomas to F.D.R., 28 Jan. 1930, (Roosevelt Library).
4. Herbert Hoover, Memoirs, Vol. 2, p. 232.
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public utilities was regulation to protect the public; where 
power was produced as a by-product of navigation, reclama­
tion, or flood control projects the power should be sold to 
private firms for distribution, with regulation of rates and 
services by public service commissions. Thus, he vetoed the 
Norris Bill because its purpose was to put the government 
in the electricity and fertilizer business; the power gener­
ated at Muscle Shoals was not a by-product but the major 
purpose of the development. Instead, he asked for a com­
mission to be set up by the states of Alabama and Tennessee 
to lease the Muscle Shoals properties and he called for con­
struction of Cove Creek Dam (later Norris Dam) for the pur­
poses of flood control.

Roosevelt's position on Muscle Shoals was opposed to 
Hoover's. Roosevelt favored the Norris Bill and, although, 
he was "definitely keeping out of Federal legislative ques­
tions" he let it be known that "Governor Roosevelt heartily

in Ray Lyman Wilbur and Arthur M. Hyde, The Hoover Policies; 
(N.Y. Scribner's, 1937), pp. 317-318. The Commission was 
set up and after an investigation recommended that the 
Muscle Shoals properties be leased to a private firm, 
preferably a farm cooperative. ("Report of the Muscle 
Shoals Commission", 14 Nov. 1931, Ala-Alb file, Official Papers).
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approves of the government development of the big plant at 
Muscle Shoals”.-1-

Indeed, the development of the Tennessee Valley under 
the New Deal may be considered a logical extension of Roose­
velt’s scheme for regional development in New York State.
For when he was Governor, F.D.R. dreamed of a rural-industrial 
society involving decentralization of industry in small cities 
and towns. This development was to be promoted by develop­
ment of electric power; rural life was to be improved by good 
roads and better schools, lower taxes for the farmer and im­
provement of facilities for the marketing of his products; 
and an effort was to be made to rebuild and preserve the 
state’s forests and to rationalize the use of land. In all 
of this the state government took the lead, but always on 
the assumption that local governments and individuals would 
cooperate voluntarily. Indeed, the program could go only as 
far as local governments and individuals wished.

1. F.D.R. to Frank P. Walsh, 23 Apr. 1930 (Muscle Shoals File, Official Papers).
At about the same time Senator C. C. Dill wrote to Roosevelt 
to ask his support for a state-wide referendum in Washington 
to decide whether rural public utility districts could be set 
up to buy electricity from municipal power plants. The pri­
vate power companies vigorously opposed the proposal. F.D.R. 
favored the idea, and wrote: ”What arouses my ire is the
loose talk that municipal or county or district supplying of 
electricity is socialistic! If that is the case, It is also socialistic for a city to own and operate Its own water sup­
ply, or its own sewage disposal. Some day the utility com­
panies may cry ’wolf’ just once too often.” (F.D.R. to 
Senator C. C. Dill, 29 May 1930. Public Utilities Bureau file, Official Papers).
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I. Supplementary accounts of Governor Roosevelt's speech 
at the dedication of Tammany headquarters, 4 July 1929, 
follow:
New York Herald-Tribune, 5 July 1929:

MERGERS HIT BY ROOSEVELT; TIGER BOOMS HIM
FOR 1932.... GOVERNOR, AT DEDICATION OF NEW
HALL, FORESEES PERIL OF BUSINESS TAKING
OVER GOVERNMENT.
Governor Franklin D. Roosevelt...warned against the 

present-day mergers and consolidations of large industries, 
which, he declared, tended to take the power of government 
away from the people and centralize it in the hands of the few....

"Today the people of this country are opposed to all 
rule other than their own,” he said. "The same struggle 
for liberty existed, I suppose, in the age of the cave 
man --  that incessant struggle against the rule of some­
body else. Today we want to live our own lives. What 
are we confronted with? Are we in danger of a new cave 
man's club? Are we threatened with such a centraliza­
tion and consolidation of industrial resources --  great
combinations of capital ---  that there is no longer anysuch thing as independence In business?

f,Is it not possible, judging from the lessons of 
history, that we are in danger of a centralized indus­
trial control to such an extent that we may have to bring 
forth a new Declaration of Independence? But the great 
step forward In the last 143 years is the fact that men
can carry out their convictions --  and women, too ---
with their votes instead of the sword and the gun.

"Industrial consolidation is not wrong in itself.
The danger lies in taking the government Into partner­
ship. I want to preach a new doctrine --  complete
separation of business and government. If you have any 
doubt of this menace of centralized industrialism, read 
the tariff bill, or come to Albany and read the record 
of the fight against business-controlled government. A1
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and I have carried on for the last ten years, and with 
his help I shall still carry on.

"It is something serious for the people and the 
state to go up against the power trust. Nothing can be 
said against the patriotism of the gentlemen who are 
working out these combinations. They think it is all 
right, and it probably Is, financially, for them. Yet 
there is the threatening development of these great com­
binations, dominated by a few men at the top. How suc­
cessful we will be in dealing with these men depends, 
first, on the attitude of the men themselves, and se­
condly upon the courage of our public officials in up­
holding the people’s rights."

New York World, 5 July 1929:
GOVERNOR SEES PERIL TO NATION IN BIG MERGERS
VOICES PEAR THEY WILL BECOME STRONGER THAN
GOVERNMENT.
A solemn warning of the imminent danger to the 

State and to the nation of "centralized industrial 
Control", with big business combines becoming stronger than the government itself, was given yesterday by 
Gov. Roosevelt....

"The doctrine of the complete separation of the 
church and the state has been well laid down in our 
country. I want today to preach a new doctrine to 
you, and that is the compile te separation of business 
and government."

"My friends," Gov. Roosevelt went on in deadly earn­
est, "we are confronted in this year of 1929 with a pos­
sible menace which may call forth a new Declaration of 
Independence. The huge mergers and consolidations which 
are going on today are challenging in their power the 
very government itself.

"This centralized Industrial control in America is 
becoming pretty serious. The influence of the huge 
trusts, with their almost unlimited resources, will be 
felt in this country, and at not a far distant date. 
Their power will have to be combated. The remedy, my 
friends, is for us to be fired with the same,spirit as
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that of the Minute Men of our country's early days.
"In 1776 our forefathers vigorously opposed a rule 

of another. And they were willing to fight and give 
their blood in order that they might rule themselves."

Gov. Roosevelt waved aside "independence in busi­
ness" as "a thing of the past in this country". He 
alluded to the present trend of a few to control the 
many in business life, through the huge mergers and combinations of all forms of industry and finance.

As evidence of the attempt of big business to get 
more than its share and too powerful control, Gov, 
Roosevelt called attention to the "new Republican 
Tariff Bill" and to the fight against water power cor­
porations and other combines made by ex-Gov. Smith and 
himself in recent years.

"That fight is to go on through my efforts and with 
his (Smith's) help."

The Governor said that in the past the Government 
was dealing with a "democracy of business" whereas to­
day it is forced to treat "with two or three in supreme
control of business". He did not mention by name the
new Niagara-Hudson Power Corporation, recent Morgan 
$650,000,000 power merger up-state.

"The efforts of individuals who run the State and
the Legislature are bound to be influenced by the great
aggregation of power concentrated in these super­
business men," he warned. "It means something pretty 
serious to the public men to go out against the Power 
Trust, and not all will do so."

The Governor said he would not charge the men con­
nected with the merger with a lack of patriotism, un­
less he had direct evidence. But he spoke of their 
grasping for more business power, and stated that such 
complete control inevitably resulted In abuses and 
abridgment of the people's rights.

Retention of the rights of the people depended on 
two things, he said, the attitude of the "super­
business men", and the keeping in office of officials 
who would protect the public interest.

II. One of the most illuminating bits of evidence con-
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cerning the manner in which Roosevelt worked on economic 
problems is a folder of materials on power and utilities 
in the Governor's personal power and utility file, Of­
ficial Papers, marked nTo go to Warm Springs with Gover­
nor". Its contents are;

1. Two letters from Felix Frankfurter, then teaching 
law at Harvard, dated 28 February 1930 and 18 March 1930.
In the first Frankfurter expressed his approval of the 
minority report of the Public Utilities Commission and 
was confident that the peak of the Supreme Court's reac­
tionary attitude had been reached and more liberal opinions 
could be expected in the next decade. The second advised 
F.D.R. to make his public utilities fight on the basis that
it was economically sound and socially just --  and if the
opposition wanted to fight that, let them, said Frankfurter.

2. A letter from Morris L. Cooke, (later a member of 
the State Power Authority) dated 31 March 1930, informing 
F.D.R. of the price in quantity of the new tri-state power map.

3. Julius Henry Cohen, "Confiscatory Rates and Modern 
Finance," an article reprinted from the Yale Law Journal, 
December 1929. This was a study of Supreme Court decisions 
in an effort to determine how the line would be drawn in 
the future between confiscatory and non-confiscatory rates 
for public utilities. Cohen was vice-chairman of the 
State St. Lawrence Power Development Commission.

4. Donald R. Richberg, "Critical Issues in Public 
Utility Regulation", a pamphlet presenting Richberg's testi­
mony before the Public Utilities Commission. He said, among 
other things, that the public utilities problem was nothing 
less than a fight for public control of public business and 
"a courageous exercise of the supreme authority of the state 
to protect the general welfare and to preserve the institu­
tions of free government". Richberg later became general 
counsel of the N.R.A.

5. H. W. Peck (Syracuse University), "An Inductive 
Study of Publicly Owned and Operated vs. Privately Owned 
but Regulated Utilities," reprinted from the Papers and
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Proceedings of the 1928 annual meeting of the American 
Economic Association (American Economic Review, Vol. 
XIX, No. 1, March 19297T This article attempted to de­
termine the relative efficiency of the two types of 
utility operation.

6. The New Republic, 16 April 1930, containing an 
article by Duff Gilfond on "The Muscle Shoals Lobby;
How the Cyanimid Company Has Hoodwinked the Farmers."

7. A full page article by W. M. Kiplinger from 
the New York Times of 9 March 1930, entitled "Public 
Utilities Regulation; A Great Issue". The sub-head 
said, "The nation looks to New York for guidance in 
revising methods for the control of corporations whose services affect the life of the people." The article 
was a favorable account of Roosevelt's efforts to im­
prove public utility regulation.

8. A "memo for the Governor", 10 March 1930, re­
garding the New York State law and court decisions on 
public utility rates.

9. Letter from James Malcolm (of J. B. Lyon Co., 
Albany publishers of State documents) to F.D.R., 12 
March 1930, regarding Roosevelt’s request that Malcolm 
look up statements by former Governor Charles E. Hughes 
on the importance of the state retaining its water 
power and developing it itself.

10. Copy of a letter from Morris L. Cooke to Robert 
Moses, 1 October 1929, criticizing in detail a recent 
book published by the Brookings Institution on the St. 
Lawrence Development. Cooke felt that the book (The 
St. Lawrence Navigation and Power Project, by H. 0. 
Moulton, C. S. Morgan and A. L. Lee) was one-sided and 
misleading.

11. A letter from Morris L. Cooke to F.D.R. 11 De­cember 1929, asking if F.D.R. had gotten out a state­
ment on the Brookings book.

12. Draft of a suggested reply for F.D.R. to make 
to an inquiry regarding the Brookings book. The draft 
criticized the book as "unreliable and biased".

13. A letter from Marguerite Owen to F.D.R., 22 
February 1930, enclosing the following;

a. A memorandum on "the situation In Congress in re­
lation to Muscle Shoals".



www.manaraa.com

1

237*
b. A copy of Senator George W. Norris’ bill, then on 

the Senate calendar, which provided for government de­
velopment of the Muscle Shoals power site,

c. A report of the Senate Committee on Agriculture 
written by Senator Norris on ’’Disposition of Muscle 
Shoals”.

d. Analysis of the bid for the government's Muscle 
Shoals properties submitted by the American Cyanimid 
Co# in 1927; the analysis was prepared by the Secretary of the Federal Water Power Commission.

e. A report on nitrogen fixation (the method used to 
produce fertilizers at Muscle Shoals) from the Bureau 
of Chemistry and Soils.

14. Copy of a speech made by F.D.R. on 23 April 
1930; the subject: power and utility rates.



www.manaraa.com

238*

CHAPTER X 
SOCIAL WELFARE LEGISLATION, 1929-32.

Governor Roosevelt’s program of labor and welfare legis­
lation was much less spectacular than his water power fight 
and considerably less successful than his agricultural program. 
Governor Smith had already broken the ground, had made the 
earlier spectacular advances, and had laid the foundation for 
the further legislation asked by Roosevelt. Nevertheless, 
the Republican-dominated legislature remained hard to budge, 
and just as in the case of Smith’s program, Roosevelt asked 
for considerably more than he got.

One outstanding improvement over the previous administra­
tion was the appointment of Frances Perkins'1" as Industrial 
Commissioner. Under Perkins the work of the Department of 
Labor was greatly improved, especially in the speed with which

pclaims under the workmen’s compensation laws were settled, and

1. Perkins had been trained as a social worker and had served 
as an investigator for the legislative commission that in­
vestigated the Triangle fire in 1911. She was appointed to the State Industrial Board in 1919 and was named chairman in 1924. The Industrial Board dealt with the judicial and 
legislative aspects of the work of the state Department of 
Labor, while the Industrial Commissioner handled the admin­
istrative affairs of the department. The former Commissioner, 
James A. Hamilton, had been such a weak appointee that Perkins had been given an increasing amount of his administrative work 
to do. (Perkins, _o]o. cit., pp. 54-55).

2. Ibid, p. 91; Bellush, _op. cit., p. 91.
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she invigorated the drive for better working conditions for which 
the department was known.

The new Governor's legislative program as it related to 
labor went beyond not only his predecessor's, but also the party 
platform and his own campaign promises. In addition to the ful­
filment of the pledges contained in the party platform he asked 
for "further elimination of unhealthy living conditions in the 
congested areas" and "declaration by law that the labor of a 
human being is not a commodity or an article of commerce".^
Of particular importance to labor was Roosevelt's renewal of 
the pledge of a law prohibiting the granting of temporary in­
junctions in labor disputes without notice of a hearing and 
provision for jury trial of any alleged violations of such in­
junctions. Smith had not supported this proposal.

In a special message to the legislature devoted to labor 
legislation Roosevelt listed the measures that he considered 
most pressing, saying that "such demands can no longer be re­
garded other than as matters of an absolute right". They in­
cluded a fair wage board for women and children, extension of 
workmen's compensation, the proposals limiting injunctions in 
labor disputes, legislation providing that labor is not a com-

2modity, and a 48-hour week for women and children in industry.

T7 F.D.R., Annual Message to the Legislature, 2 Jan. 1929, Pub­
lic Papers, 1929, p. 44. A declaration that labor is not a 
commodity would mean that the anti-trust laws would not ap­
ply to labor unions. The Clayton Act (1914) had such a pro­vision, but it had proven ineffective.
Public Papers, 1929, p. 166.
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The legislature would have none of this: It adopted two bills
extending slightly the list of diseases covered by workmen’s 
compensation, which the Governor signed after castigating the 
legislature for not making the bills broader,^- and in another 
bill It reduced the amount of compensation paid in certain cases, 
which bill was vetoed by the Governor.

At the next session of the legislature the results were a 
little better. The Governor repeated his demands of the pre­
vious year and added a request for state regulation of private

2employment agencies. The legislature approved some of the 
measures, including a bill to provide weekly half holidays for 
women, another small Increase In the number of diseases covered 
by workmen’s compensation, and the important measure to restrict 
the use of injunctions In labor disputes.

The contest between the Governor and the legislature con­
tinued the following year, with Roosevelt calling for comple­
tion of his program and added an additional request for a 
special body in the Department of Labor to enforce provisions 
of the laws relating to wages and hours.® The legislature re­
sponded by finally enacting a statute providing for an enforce­
able forty-eight hour week and a weekly half-holiday for working

TZ Public Papers, 1929, pp. 269, 272-3.
2. F.D.R., Annual Message to the Legislature, 1 Jan. 1930.Public Papers, 1950, p. 32.
3. F.D.R., Annual Message to the Legislature, 7 Jan. 1931.Public Papers, 1951, p. 40.
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women, and nothing more. With the exception of a bill pro­
viding for the eight-hour day and prevailing wage rates on 
all state highway contracts, and another providing for a 
five-day week on all state public works, passed during the 
1931 extraordinary session of the legislature, nothing else 
was done to fulfil Roosevelt’s program to aid labor with which 
he began his administration.

In addition to the promotion of legislation favorable to 
labor, Roosevelt sought to strengthen collective bargaining 
procedures, particularly In the garment Industry in New York 
City. Governor Smith had appointed an advisory commission In 
1924 in an attempt to foster stable employer-employee relation­
ships, but the effort failed in the face of a battle for control 
of the ladies’ garment workers’ union by communist and non­
communist elements. A disastrous strike in 1926 almost destroyed 
the union, but after purging Itself of communist influence it 
came back strongly with a short strike in July 1929. Both the 
union and the employers’ associations then asked Governor Roose­
velt’s Intervention in fostering better relations in the in­
dustry.1 The Governor cooperated by calling a ’’Cloak and Suit 
Conference” in New York City on the twelfth of December, 1929.
The meeting was designed only as an Informal discussion that 
would lead to closer relationships between manufacturers, re-

TT Dwight E. Robinson, Collective Bargaining and Market Control 
in the New York Coat and "3ult Industry. (N.Y. Columbia II.Pre as , l M 9 ; , pp.“ 52"- 59.
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tailers and union and nothing specific developed from it.1 The 
union then decided on a general strike in the industry to close 
the remaining sweatshops, beginning on February 4, 1930, The 
Governor immediately called a conference at Albany between rep­
resentatives of the union and the employers’ associations "in 
order to facilitate the conclusion of voluntary agreements be­
tween the parties". He expressed the hope that they would "work 
together heartily to bring into the less fair and progressive 
portions of the industry enlightened and progressive industrial

pstandards". A settlement was effected at this conference which 
provided for a full-time impartial chairman in the New York dress
industry ---  a model system that remains today as the method
used to settle disputes in the industry. But "aside from this 
the dressmakers gained nothing".^

In another branch of the clothing industry Lt.-Gov. Lehman 
took the initiative in promoting effective bargaining. In the 
millinery industry both the union and employers asked Lehman to 
initiate talks to arbitrate issues in dispute between them.
This he did. Jules Y/eil, president of the Cloth, Hat, Cap and 
Millinery Workers Union, was invited to Albany on October 6, 1931,

T~, S'l'd a k and Suit Conference file, Official Papers, esp. Raymond V. Ingersoll to F.D.R., 4 Dec. 1929.
2. Letter framed by Lt.-Gov. Lehman for Roosevelt’s signature, to 

be sent to the persons invited to the conference, 4 Feb. 1930. 
(Franklin D. Roosevelt file, Official Papers of Lt.-Gov. Herbert H. Lehman).

3. Benjamin Stolberg, Tailor’s Progress (Garden City, N. Y., Doubleday, Doran and Co. 1944).
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to promote an agreement to end racketeering in the industry 
and to develop collective bargaining. Following the meeting 
Raymond V. Ingersoll was asked to begin conferences between 
the two parties, with the result that a collective agreement 
was reached in April, 1932. The workers gained a five-day 
week and a few minor benefits. The union then struck briefly 
to organize the non-union shops, and succeeded in increasing 
both its membership and that of the employers1 association.-1- 

Thus, in two important branches of the clothing industry 
in Mew York City patterns of collective bargaining that were 
to persist for many years were developed during the Roosevelt 
governorship with active aid from Albany.2

Governor Roosevelts reputation as a friend of labor, / 
built up by sponsorship of labor legislation and of collective 
bargaining, was threatened only once. In 1930 the United States 
Congress passed the Hawes-Cooper Bill, which provided for regu­
lation of prinson-made goods sold in Interstate commerce. 
Roosevelt criticized the bill as an unwarranted Invasion of 
states* rights and questioned its constitutionality, only to 
arouse the Ire of William Green, president of the American

Tl Cloth, Hat, Cap and Millinery Workers file, Official Papers 
of Lt.-Gov. Herbert H. Lehman.

2. Roosevelt also was instrumental in effecting settlement of 
a truckers' strike in New York City in 1929 (Bellush, op. 
cit., Ch. 9, pp. 10-11) and a strike by the Albany Typo­
graphical Union against the Albany Times-Union in the same 
year (Albany Typographical Union file'," Official Papers). 
Lehman also had an Important role in promoting the signing 
of a 3-year collective agreement In the ladies' garment In­dustry in 1932 (Robinson, ojd. cit., p. 62).
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Federation of Labor* Green pointed out that goods made in 
New York prisons were not sold on the open market and that 
prison-made goods from other states were hurting New York 
labor, and asked that Roosevelt investigate the problem more 
carefully.Governor Roosevelt retreated. He informed Green 
that he supported the purposes of the act, but objected to 
’’the growing usurpation of federal privileges at the expense 
of the states”.^ A few days later he told the State Federa­
tion of Labor that his position had been subject to ’’grotesque 
misrepresentation”, addings

No one more clearly realizes the evil of compe­
tition of prison labor with free labor than I.
The best proof of how seriously I regard this 
matter is that I have added to the State-created Prison Commission a Governor’s subcommittee to 
consider how we may keep our prisoners employed 
without competing with the labor of our free 
workmen.... It is almost unnecessary for me to 
add that I am wholly and irrevocably opposed to 
letting one state dump its prison-made goods on 
the free markets of another state.®

By October the Governor was admitting even the constitutionality 
of the Hawes-Cooper Bill ’’and I merely raised the point that 
the proposition...might have been obtained through state agree­
ments”.^ A few weeks earlier the Governor had appointed a

William Green to F.D.R., 5 Aug. 1930, (Prison Labor Committee 
file, Official Papers).

2. F.D.R. to William Green, 12 Aug. 1930, (Prison Labor Committee file, Official Papers).
3. Public Papers, 1930, p. 752.
4. F.D.R. to International Association of Garment Manufacturers,

8 Oct. 1930. (Roosevelt Library).
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special advisory commission on prison labor to work out plans 
for New York prisons so that prisoners could be given useful 
work that would not compete with free labor.'*'

What had started out as a political attack on the Hoover 
administration ended up as an effort to repair Roosevelt’s ties 
with organized labor. The incident reveals that on the question 
of prison labor F.D.R. did not have any strongly-held beliefs, 
and his reactions were largely political.

While Governor Roosevelt was seeking to aid labor by pas­
sage of the legislation asked for by organized labor and by 
development of patterns of collective bargaining, he did not 
ignore broader measures of the "social welfare" type. Chief 
among these was old age insurance.

Roosevelt had called for a scientific study of the subject 
during the 1928 campaign. He repeated this demand in his first 
message to the legislature and called for the creation of a 
commission of nine members to present recommendations to the

plegislature. The Governor insisted that "there is nothing
j jsocialistic in a program of this kind",1- and in his message to 

the legislature requesting the commission he explained the need

1. Prison Labor Committee file, Official Papers.
2. A study had already been made of old age insurance for wage 

earners by Dr. Charles H. Johnson, director of the State 
Board of Charities, and of the poor-farms and poorhouses in 
rural areas by a legislative committee headed by Assembly­
man Frank X. Bernhardt of Buffalo. (Old Age Pension Newrs 
Release, 18 Jan. 1929, Official Papers).

3. Ibid.



www.manaraa.com

246.
for such legislation.

New social conditions bring new ideas of social 
responsibility.... We can no longer be satisfied 
with the old method of putting them (the aged) 
away in dismal institutions with the accompany­
ing loss of self-respect, personality and inter­
est in life.
Poverty in old age should not be regarded either 
as a disgrace or necessarily as a result of lack of 
thrift or energy. Usually it is a mere by-product 
of modern industrial life. An alarmingly in­
creasing number of aged persons are becoming de­
pendent on outside help for bare maintenance.
While improved medical science has increased man's 
span of life, the rapid pace of modern industry 
has proportionately increased the number of years 
during which he is an unsought employee.... No 
greater tragedy exists in modern civilization 
than the aged, worn out worker who, after a life 
of ceaseless effort and useful productivity must 
look forward for his declining years to a poor- house . 1

The Governor specifically recommended an insurance system based 
on contributions by the worker and by Government, and warned 
against any method that "savors too much of a straight govern-

pmental dole".
Several months later F.D.R. stated the principle that wel­

fare legislation was the duty of the state, and that individuals 
were entitled to benefits as a matter of right, because of their 
contributions to the community:

There lias been also a growing realization on the 
part of our people that the state itself is under 
obligations to those who labor, that the citizen 
who contributes by his toil to the wealth and 
prosperity of the commonwealth is entitled to cer­
tain benefits in return, which only the commonwealth

1. Public Papers and Addresses, op. cit., Vol. 1, pp. 209-210.
2. Ibid., p. 210.
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can give. This principle...has been, I am proud 
to say, more clearly recognized, more firmly es­
tablished in the State of Hew York than in any 
other political division of our country.1

The time had now come to take one further step, as the state 
recognizes its obligation to ,T those.. .who work hard and faith­
fully through long years, until time lays its heavy hand upon 
them".2

The Commission on Old Age Security, a majority of its 
members appointed by the Republican legislature, reported a 
plan that the Governor could not accept fully. It recommended
that the State assume half the cost of the care of needy per­
sons seventy years of age and over, with administration in the 
hands of county and city governments. The local administration 
of old age relief was to be reviewed and supervised by the State 
Department of Social Welfare. It also recommended that insti­
tutional care of needy persons be improved. Thus, "outdoor"
relief was permissible but not mandatory; it was a plan for re­
lief rather than Insurance; and wide variation in local systems 
was possible.

The recommendations were quickly translated into legisla­
tion. Needy persons seventy years of age or older were eligible 
for a county-state pension if they had been citizens and resi­
dents of the state for ten years. The amounts of the pensions 
were discretionary with the public welfare boards of the counties 
and cities, but were not to exceed #50 per month. Governor 
Roosevelt signed the bill reluctantly on April 10, 1930.

T~, Ibid., pp. 212-13.
2. Ibid., p. 213.
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Roosevelt felt that the bill was only "an extension and 

improvement of the old poor law" and was weakened by local 
administration and the lack of provision for equal benefits in 
all localities.1 He was especially critical of the fact that 
it wa3 a mere pension, or "dole", and did not promote individual 
savings:

The most successful systems are based on what might 
be called a series of classes by which a person who 
has done nothing in his or her earlier life to save 
against old age is entitled only to old age care ac­
cording to a minimum standard. Opportunity is of­
fered, however, under these systems for wage earners 
to enter other classifications, contributing as the 
years go by towards increased incomes during their 
later years. In other words, a definite premium 
should be placed on savings, giving to the workers 
an incentive to save based on the prospects of not 
only food and shelter, but on comfort and higher 
living standards than the bare minimum. All of this 
has been omitted...yet It is a fundamental principle 
of old age security against want unless we are to 
accept merely a dole s y s t e m . ^

He reported his objections to the people of the state by radio
a week later:

At the head of the list of accomplishments this 
year I would put the Old Age Relief Law.... The 
bill, however, does not go as far as I had hoped, 
for we must do more than see that old people 
merely have food and lodging. I hope that next 
year the Legislature will be able to work out a 
plan under some sort of contributory system....
Furthermore, instead of an arbitrary age limit 
for the beginning of re lief, we shall probably 
come to some form of indeterminate period based 
on the actual ability of old people to take care 
of themselves. In some cases this is well past

IT Public Papers, 1950, p. 534.
2. Public Papers, 1930, pp. 522-523.
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seventy and In other cases the time comes at 
a much earlier age....
In the 1930 campaign for the governorship P.D.R* out­

lined the old age security measures he favored.
I look forward to the time when every young 
man and young woman entering industrial or 
agricultural or business activity will be­
gin to insure himself or herself against the 
privations of old age. The premiums which 
that young man or young girl will pay should 
be supplemented by premiums to be paid by 
the employers of the State as well as by the 
State itself.... They will be getting not 
charity, but the natural profits of their 
years of labor and insurance.2
At the next session of the legislature Governor Roose­

velt characterized the old age enactment as "charity" and 
called for revision; "the next step to be taken should be 
based on the theory of Insurance by a system of contribu­
tions commencing at an early age".'*’ The legislature, how­
ever, failed to take any further action either in the 1931 
session or that of the following year, when the Governor re­
peated his plea.

17 F.jD'.R. , Radio Address, 16 Apr. 1930. Public Papers, 1950, 
p. 730. Many others objected to the law. The socialist New Leader thought the age of eligibility should be 65 
(22 Feb. 1930). The New York Sun said, it is a long way 
from a comprehensive and satisfactory solution" (19 Feb. 
1930). The New York Times said, "the commission’s plan is 
not an old age pension system" but "a modernized poor re­lief scheme" (21 Feb. 1930).

2. F.D.R., Speech at Rochester, N.Y., 21 Oct. 1930, p. 10.
Governor Franklin D. Roosevelt’s Campaign Speeches, October 
18 to November 1st, 1930 (bound mimeographed press-release 
copies), (Roosevelt 'Library) • This source will be cited hereafter as 1930 Campaign Speeches.

3. F.D.R., Annual Message to the Legislature, 7 Jan. 1931,
Public Papers, 1951, p. 39.
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Governor Roosevelt was even less successful in obtaining 

unemployment insurance for New York State# The subject was a 
highly controversial one in those days and Roosevelt had to 
move cautiously. To illustrate: Frances Perkins advised the
Governor that "while speaking upstate, you can safely promise 
...a study of the various systems of unemployment reserves, 
both public and private", adding "I think I would go cautiously 
when talking about unemployment insurance by that name. ’Un­
employment reserves’ is safer and more educative for the pre­
sent."^ Unemployment insurance was not made an important issue 
in the campaign of 1930, although the Democratic platform 
pledged a commission to study the problem.

However, F.D.R. did endorse unemployment insurance in a 
speech at the Governors’ Conference held in the summer of 1930, 
prior to that year’s election. He argued that the nation would 
always have a serious unemployment situation, either actual or 
potential, unless a scientific and businesslike insurance sys­
tem was developed# A five-day week, shorter hours, and public 
building programs would help in a depression emergency, but a 
permanent solution would lie only in insurance. He noted the 
various unemployment insurance systems adopted in other nations 
and declared that "unemployment insurance shall come to this

Perkins to Miss M. A. LeHand (Private Secretary to F.D.R.) 
15 July 1930, (Roosevelt Library). The Socialist Party had 
included unemployment insurance in its platform in 1928; in 
1930 the national convention of the American Federation of 
Labor condemned it as a dole and handout; in the same year 
the Presbytery of Brooklyn and Nassau endorsed it (Bellush, 
op. cit., Ch. 9, pp. 20-21).
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country just as certainly as we have come to workmen's com­
pensation for industrial injury, just as certainly as we are 
today in the midst of a national wave of insuring against old 
age want”. The solution of the problem, he said, rested with 
the states and the federal government, and required a true in­
surance system on an actuarial basis; it could not be a mere 
dole that would encourage idleness.^

After the 1930 election Roosevelt moved forward toward 
an unemployment insurance plan. To enlist the cooperation of 
neighboring states he called a regional Governor’s Conference 
on Unemployment, which met at Albany on January 23-24, 1931.^ 

The conference was devoted not to problems of immediate 
relief, but to long-range solutions. Leo Wolman spoke on pub­
lic works as a means of stabilizing business and Aaron Rabino- 
witz described quasi-public housing projects as part of a 
stabilization program.® But major emphasis was given to un­
employment Insurance. This part of the program was sparked 
by Professor Paul H. Douglas, of the University of Chicago,

T~. ib'id, Ch. 9, pp. 22-23.
2. Attending the conference in addition to Roosevelt and 

Lehman, were Governors Ely of Massachusetts, Case of 
Rhode Island, Cross of Connecticut, Larsen of New Jersey, 
and White of Ohio. Governor Pinchot of Pennsylvania was 
represented by Dr. Charles Reitell. Among the experts on 
various phases of the unemployment problem were Prances 
Perkins, Leo Wolman, Paul H. Douglas, John Fahey, BryceStewart, William Leiserson, Joseph P. Chamberlain, and
Mrs. Alexander Kohut. Public Papers, 1951, p. 531.

3. The proceedings of the convention are published in PublicPapers, 1951, pp. 530-566.
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who introduced the subject, wrote memoranda summarizing the 
various speeches given, and worked out details of an unem­
ployment insurance bill. He vigorously supported unemploy­
ment insurance, pointing out that in addition to reducing the 
relief load it would encourage stabilization by maintaining 
the income of the unemployed worker and encouraging stabili­
zation measures by private employers, since under Douglas1 
plan, the employer's contribution would vary with the number 
of unemployed from his firm.^ Other talks were given on 
voluntary unemployment insurance plans then in operation, 
foreign experiences, and the use of the insurance principle.

One result of the conference was formation of an Inter­
state Commission on Unemployment Insurance to study the various 
proposals. Meeting on May 28, 1931, four committees of experts 
were formed to study the essential features of a sound plan, 
its cost, European experience, and American experience with, 
and proposals for unemployment insurance.2 The commission's 
report, made early in 1932, recommended ’’compulsory establish­
ment of state-wide systems of unemployment reserves”. Each 
employer would contribute two percent of his payroll to the 
reserve for his firm, and his liabilities would not extend

17 Ibid, pp. 548-549.
2. Members of the commission included Leo Wolman, Chairman,

Charles R. Blunt, A. Lincoln Pilene, C. A. Kulp (University 
of Pennsylvania),W. M. Leiserson (Antioch College), and W. J. Couper.
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beyond this amount. The employer's contribution would be 
reduced by half when the reserve amounted to $50 per employee 
and he would make no further contribution when the reserve 
reached $75 per employee. Employees would make no contribu­
tions to the reserves; benefits to them would be $10 per week 
of half of the weekly wage, whichever was lower, and the maxi­
mum benefit period would be 10 weeks in any twelve month period. 
The state was to administer the funds. Prof. Leiserson added 
the reservation that a general fund might be better than indi­
vidual funds for each industrial plant.^

In the meantime, Governor Roosevelt had been seriously 
considering the various proposals. In February 1931 he wrote 
to his wife's brother about it:

You have doubtless read that eight or ten of the 
large manufacturers in Rochester have put an un­
employment insurance plan into effect. Yester­
day Mr. Ecker, President of the Metropolitan Life, 
called on me and told me they are ready to go 
ahead with an experimental unemployment insurance 
policy, based on different forms of employment....
This shows, to my mind, that we can approach the 
problem from a businesslike point of view and work 
into it gradually instead of starting any whole­
sale plan like that in England.
I still think the employee should contribute some­
thing, though my social welfare friends in New York 
are leaving him out on the theory that it is too 
conflicting- and difficult to put him in and that the 
administrative cost thereof would be excessive.

TI "Report of Interstate Commission on Unemployment Insurance," 
no date. Interstate Commission - Unemployment Insurance file, Official Papers.

2. F.D.R. to G. Hall Roosevelt, 24 February 1931. Unemploy­
ment, General file, Official Papers.
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A month later he asked the legislature to appoint a com­

mission of experts to investigate the subject and report to 
the 1932 legislature a plan providing a scientific system of 
unemployment insurance. He said,

Any nation worthy of the name should aim in normal industrial periods to provide employ­
ment for every able-bodied citizen willing 
to work. An enlightened government should 
look further ahead. It should help its citi­
zens insure themselves during good times 
against the evil days of hard times to come.
The worker, the industry and the State should 
all assist in making this insurance possible.

But he warned against a dole*
The dole method of relief for unemployment 
is not only repugnant to all sound principles 
of social economics, but is contrary to every 
principle of American citizenship and of 
sound government. American labor seeks no 
charity, but only a chance to work for its 
living. The relief which the workers of the 
state should be able to anticipate, when en­
gulfed In a period of Industrial depression, 
should be one of insurance, to which they 
themselves have in a large part contributed.
Instead of an expert commission, the legislature formed 

a joint legislative committee, with only one appointee by the 
Governor. At its hearings testimony in opposition to unem­
ployment insurance was heard from both the National Association 
of Manufacturers and the New York State Federation of Labor.^ 
While the legislative committee deliberated the final report 
of the Interstate Commission on Unemployment Insurance was 
made public and Governor Roosevelt transmitted its recommenda­
tions to the legislature, asking enactment of its plan. A

IT Public Papers, 1951, p. 130.
2. N.Y. Times, 19 Mar. 1931.
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bill to that effect was introduced in the 1932 legislature, 
but the Republican leadership would not cooperate. The 
joint legislative committee recommended postponement of any 
action, much to the disgust of the Governor's appointee to 
that committee.’1' Thus, the legislative session of 1932 
ended with no action being taken on unemployment insurance.

Roosevelt’s program for labor and social welfare legis­
lation was largely unrealized when he left the Governorship 
at the end of 1932. Nevertheless, it bolstered his reputation 
as a friend of labor, and his accomplishments were not meager. 
Workmen's compensation was extended somewhat and administra­
tion of the law was greatly improved. The forty-eight hour 
week for women in industry was finally enacted. The use of 
injunctions in labor disputes was restricted. Efforts to 
promote collective bargaining were made. And while the old- 
age pension law that was enacted was much less than Roosevelt 
asked for, and no unemployment Insurance law was passed, 
Roosevelt's advocacy of those two reforms foreshadowed their 
enactment when he became President.

1. Ibid, 4 Mar. 1932.



www.manaraa.com

CHAPTER XI 
THE ELECTION OP 1930

The election of 1930 came more than a year after the 
great stock market crash of 1929, at a time when the nation 
was faced with the prospect of a winter of increasing unem­
ployment. Nevertheless, neither the federal government nor 
any of the states had taken any major steps to provide re­
lief. The depression was still young and few realized its 
severity.

In New York the first tentative steps to meet the prob­
lem had been taken. The Department of Labor had improved 
the organization of the State Employment Service, beginning 
even before the stock market break. An important step had 
been taken in March 1930, with the appointment by Governor 
Roosevelt of a Committee on Stabilization of Industry, and 
through the joint efforts of the Committee and the Department 
of Labor all but one large industrial city in the State had a 
local emergency relief committee. Throughout the year 1930 
the Department of Public Works had Increased its expenditures 
for hospitals, prisons, highways and bridges, with the avowed 
purpose of furnishing emergency employment. But these mea­
sures had not made much of a stirs the issues of the 1930
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gubernatorial campaign revolved, around Roosevelt’s program 
for agriculture, power development, and labor legislation, 
and around the Republican charge of Tammany corruption.

The Republicans, although they had little hope of vic­
tory, nominated Charles H. Tuttle, Federal Attorney for the 
New York area, who made a major issue of "Roosevelt’s sub­
servience to Tammany".^- There was a certain amount of sub­
stance in Tuttle’s charge. Roosevelt, who made few tactical 
errors in politics, had made a serious strategic error in his 
relationship with Tammany. As soon as he became Governor he 
sought to mend his political fences with Tammany, and this 
meant the replacement of the pro-Smith Tammany leaders with 
men who were at least non-partisan In their relationships 
with Smith and Roosevelt. John F. Curry became the new 
Tammany leader, and together with Mayor James Walker of New 
York City "purged" the organization of the so-called Smith 
Democrats. Tammany returned to the predatory tactics of 
old: blatant padding of street-cleaning and sewer construc­
tion contracts, granting of a bus franchise to a favored 
company, secret Increases in salaries for public officials, 
and sale of judgeships to the highest bidder. Although Roose­
velt was outwardly neutral in the conflict between the Smith 
and Walker-Curry forces, he granted patronage to deserving 
New Yorkers through the Tammany leaders, and thereby strength­
ened the WaIker-Curry group. Some of Roosevelt’s appointments

"T* N.Y. Herald-Trlbune, 27 Sept. 1930.
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to the bench were particularly bad, and can be explained only 
aa attempts to work with the Tammany leaders. Governor Roose­
velt’s actions might be defended on the grounds that he needed 
Tammany support for his legislative program. But if so, he 
could have used his influence to clean up Tammany a little, as 
Smith did.

F.D.R.'s attempt to use Tammany for his own ends did not 
succeed. When the scandals came to light just prior to the 
1932 nominating conventions Roosevelt was forced to take ac­
tion, and Mayor Wralker resigned. This earned F.D.R. the en­
mity of the Tammany leaders, and they went back to their old 
sweetheart, A1 Smith, and supported him for the presidency.
At the nominating convention in that year a majority of the 
New York delegates supported Smith to the bitter end, against 
their own Governor. But in 1930 Roosevelt was still trying 
for Tammany support, and this lent substance to Tuttle’s charges 
against him.

The Democratic state convention at Syracuse, held from 
September 28 to 30, sought to ignore the scandals which were 
already coming to light. Senator Robert F. Wagner, in the 
keynote address, did ask the party to oust all those who 
bought political office, but his main attack was on the Re­
publican administration in Washington; he demanded construc­
tive leadership to solve the problem of unemployment.^

TT WTT7 Times, 29 Sept. 1930.
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The major planks In the party platform pledged creation 

of a commission to study unemployment, development of unem­
ployment exchanges, and unemployment insurance and employ­
ment stabilization; continued development of the party’s pro­
gram for agriculture; and reform of the public utility law 
along the lines asked by the Governor*

Although the Republican candidate began a very vigorous 
campaign in which he made over 250 speeches, the response 
was poor. The party had no positive program, and relied al­
most exclusively on criticism of the Governor. Turnouts at 
the Republican rallies were light and the results were obvious 
even to the Republicans well in advance of election day: even
the New York Herald-Tribune virtually conceded the election 
two weeks in advance.^

Governor Roosevelt, on the other hand, ran on his record, 
and it was a good one. In his acceptance speech he reminded 
the voters that in the 1928 campaign he had stood for a con­
tinuance of the reforms initiated by Smith:

My theme then was that progressive government, 
by its very terms, must be living and a growing 
think, that the battle for it is never ending 
and that if we let up for one single moment or 
one single year, not merely do we stand still, 
but we fall back In the march of civilization.2

Tl N.Y.' Herald-Tribune, 20 Oct. 1930.
2. F.D.R., "Address before National Democratic Club, New York City 3 October 1930." Public Papers, 1950, p. 759.
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Speaking to the people of the state by radio ten days 
later, Roosevelt castigated Hoover for "weakness and un­
willingness to look the situation in the face" as unemploy­
ment became a greater and greater problem. He criticized the 
federal census of unemployment for not counting the partially 
employed, and recounted the efforts of New York State to meet 
the problem: increased expenditures for public works, prefer­
ence for state citizens in jobs offered by public works, and 
the work of the Commission on Stabilization of Employment.
"The State Government," he said, "is doing its best to improve 
a vastly difficult situation thrown on our door-step by the 
Republican Administration."1

In Buffalo, Roosevelt blamed Hoover for the depression, 
saying that he had done nothing to curb speculation. He 
criticized the President for making optimistic statements 
and doing nothing: "Although the times called for quick and
decisive action by the Federal Government, nothing happened 
but words." Government projects should have been accelerated, 
said the Governor, especially public works such as roads, 
river and harbor improvements, hospitals, and public buildings.2 
On the next day, in Rochester, Roosevelt asked improvement in 
the old age pension law that had been passed by the legislature

Tl F.D.R., Radio Address, 13 Oct. 1930. Public Papers, 1930, pp. 764-765. -------------- ------
2. F.D.R., Speech at Buffalo, N.Y., 20 Oct. 1930, 1930 CampaignSpeeches, op. cit., pp. 4-5.
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earlier in the year.-*- At Syracuse he detailed his power de­
velopment program and showed that users of electricity in 
Ontario paid considerably less than did users in New Yorkj 
this he attributed to weak regulation of private companies 
and the absence of competition from municipally-operated 
plants in New York. Castigating the Republicans for sub­
servience to the utility interests, he spoke at great length 
to explain in simple terms just how he wanted the state to 
develop its power resources, ending with a plea that it would 
not put the state into the power business.^ At Utica the 
Governor renewed his demands for labor laws and recounted 
all those that had been passed in the two sessions of the 
legislature since the previous election.® At Albany he spoke 
again about improvements in the old age pension law and public 
utility regulation.

Near the end of the campaign Roosevelt summed up the ad­
vances in social welfare legislation in New York State as a 
great and continuing conflict between "the army of reaction, 
of do-nothing, of special privilege" and "the army of liberal 
thought and progressive action". In dramatic terms he listed 
what he considered to be the important battles already won or 
in progress: wages and hours legislation and factory laws,
better hospital facilities, prison reform, old age security, 
public utility regulation and public power development, rural

FTTTTR., Speech at Rochester, N.Y., 21 October 1930, ibid,p. 10. ----
2. Public Papers, 1950, pp. 790-795.
3. Ibid, pp. 795-799.
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tax reform, the multiple dwellings law for crowded cities, 
state parks, state aid to education, highway construction, 
and public health facilities.-*■ All in all, a series of 
enactments designed to make the world a better place for 
the underdog.

Having summed up the achievements of his and Smith's 
administrations, the Governor turned to the pressing problem 
of the depression. He told the Advertising Club of New York 
that in the year since the stock market crash "we have had 
serious depression in our business and industrial life", 
but expressed the view that the economy could not go much 
lower. The major problem of recovery, he said, was one that 
could not be solved by legislation, by "commission fiat", 
or by charity; it could be solved only if each individual 
recognized his own responsibility to do something for re­
covery. To illustrate, he told how he planned to employ 
two additional workers on his Hyde Park "farm" that winter, 
creating jobs for two of the unemployed. Magnify this over 
the nation, he claimed, and the five million persons out of 
work could be employed and the economic situation greatly 
improved.

We need this one good turn to start the wheels 
moving, this one good turn on the part of those 
who have the power to do so to make their pur­
chases of labor, of materials, of clothing, of 
the necessities, even the luxuries of life, now, 
instead of putting these purchases off until

T;— TPT3, pp. 806-808.



www.manaraa.com

263*

next summer. If these Americans who have the 
purchas Ing power will use that power now, we will raise immediately the economic level of 
the whole population.
If anything, this ineffective "Boy Scout" method of

meeting the depression problem was exactly what Roosevelt
had criticized Hoover for doing. Immediately after the
stock market crash Hoover had conferred with business leaders
in an effort to obtain continuation of normal business spending

2  without great effect. If we wished to be charitable we
could consider Roosevelt’s speech as an attempt to do some­
thing when it promised even the slightest hope of help in an 
exceedingly difficult situation. This speech does, however, 
illustrate the ineffectiveness of the philosophy of individual 
noblesse oblige in the face of the grave problems of modern 
industrial society.

Better answers to the depression problem were on the way, 
however. In one of the final speeches of the campaign, in 
Brooklyn on the last day of October, Roosevelt, in outlining 
his program for the next two years, placed special emphasis 
on "the problem of unemployment and business depression".
Two measures, he hoped, would bring definite results: the
study being made by the Committee on Stabilization of Industry, 
which was investigating employment exchanges, business planning,

T~. Ibid, pp. 811-812.
2. A comparison of the relief policies of the Hoover Adminis­

tration in Washington and the Roosevelt Administration in 
Albany will be made in Chapter XII.
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public works, and unemployment insurancej and continued ef­
forts to reduce the cost of marketing.^ These proposals, 
whether effective or not, at least represented effort by the 
state government to meet the problem, and were in sharp con­
trast to his ^noblesse oblige” speech in New York just four 
days earlier.

Nothing could illustrate better that Roosevelt stood 
at a point in history that marked the transition from the 
philosophy of individualistic noblesse oblige to the philosophy 
of the welfare state than these two speeches. The first was 
clearly of the old tradition   and Roosevelt sincerely be­
lieved it. He was brought up in that tradition, he was edu­
cated in it. The second was in the newer tradition of the
welfare state --  and Roosevelt believed in it, too. But
as has already been pointed out, the major difference between
the two was one of methods the goal --  a better life for the
average person --  was the same.

17 Public Papers, 1950, pp. 826-827. Other major measures 
Roosevelt pledged for his next two years in office were 
adequate regulation of public utilities, an improved 
old age security law, and a general enactment of his previous demands on the legislature.
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CHAPTER XII
DEPRESSION RELIEF AND BANK FAILURES, 1930-1932

The Hoover administration in Washington was not prepared 
for the depression and when it came was unable to foresee Its 
severity. In this it was joined by practically all profession­
al economists and forecasters.

What Hoover feared more than anything else was a finan­
cial crisis following the stock market crash. ?Iost of the 
things he did in the first months of the depression were de­
signed to avert such a calamity: this is the explanation
for his series of moderately optimistic public statements 
that seem now to have been foolishness. What he was trying 
to do was avert the fear and pessimism that could lead to a 
financial panic and a great deepening of the depression.
Thus, on October 25, 1929, he refused to comment on the stock
market, but said, "The fundamental business of the country, 
that is, production and distribution, is on a sound and pros­
perous basis", while Treasury officials minimized the crash 
as being "the result of undue speculation".-*- In an effort to

ll William Starr Myers and Walter H. Newton, The Hoover Ad­
ministration: A Documented Narrative (N.Y., Scribner’s,
1936)", pT 23. On the same day the New York American 
asked Roosevelt's opinion on the state of the nation.
He replied that he did not "...know detailed conditions but firmly believed fundamental industrial conditions 
sound" (Bellush, ojc. ci t., Ch. 8, p. 3).
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maintain the confidence of business and financial leaders 
a series of conferences were held at the White House in 
November. The railroad presidents pie dged continuance of 
normal maintenance and construction work; to a gathering 
that included the biggest names in American industry the 
President spoke of the seriousness of the situation, and 
asked that wages be maintained, that construction work be
continued, and that the work week be reduced --  all in an
effort to cushion the shock; the construction and public 
utility industries were asked to cooperate and all but Samuel 
Insull agreed. A conference with labor leaders obtained the 
withdrawal of some demands for wage increases, and a confer­
ence of farm leaders expressed approval of these steps.^ At 
the same time the federal government increased its expendi­
tures for public wd rks for the coming year, and the governors 
of all states were asked to do the same.2 In the meantime, 
the Federal Reserve authorities attempted to relieve the 
credit shortage by substantial open market purchases.

TZ Hoosevelt wrote to a cousin in New Jersey, "...I wish much 
that the President had had the courage to state the true 
facts in regard to unemployment during the past winter.
The facts were there and while it was a good thing for him 
to call various conferences to prove that the fundamentals 
are sound, it was silly to claim that by this time employ­
ment would be normal again." F.D.R. to Allerton D. Hitch, 
7 May 1930, Unemployment - General file, Official Papers.

2. Roosevelt answered that he would ask the New York legisla­
ture for increased appropriations for hospitals and prison 
construction (FDR to Herbert Hoover, 24 Nov. 1929, Homan- Hopson file, Official Papers).-
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When the immediate danger to the financial institutions 

of the country seemed to have been averted, Hoover turned to 
the problem of unemployment relief. In October Hoover an­
nounced the formation of the Presidents Emergency Relief 
Organization to aid in the formation of local relief committees 
and to coordinate their activities. It was designed to use 
local and state resources for relief, in accord with Hoover’s 
philosophy:

The basis of successful relief in national dis­
tress is to mobilize and organize the infinite number of agencies of self help in the com­
munity.... But after and coincidentally with 
voluntary relief, our American system requires 
that municipal, county, and state governments 
shall use their own resources and credit before 
seeking such assistance from the Federal Treas­
ury.... I am willing to pledge myself that if 
the time should ever come that the voluntary 
agencies of the country, together with the 
local and state governments are unable to find 
resources with which to prevent hunger and 
suffering in my country, I will ask aid of every resource of the Federal Government....1

The day when voluntary and state-local relief funds became 
inadequate was not far off. In February 1932 the Federal 
Farm Board began distributing through the Red Gross the sup­
plies of surplus commodities it had accumulated, and in May 
of that year the Reconstruction Finance Corporation began to 
make loans to states unable to provide relief funds themselves.

1. Herbert Hoover, Statement of 3 Feb. 1931, quoted in Ray
Lyman ViTIlbur and Arthur M. Hyde, The Hoover Policies (N.Y., 
Scribner's, 1937), pp. 375-376. As early as June 2T, 1930, 
the governors had petitioned Hoover for a $1 billion emer­
gency relief appropriation by the Federal government 
(Governors' Conference file, Official Papers).
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In the meantime, expansion of public works continued, 
but only by dribbles. In the three years from 1930 to 1933 
federal expenditures on public works were increased only 
from $410,420,000 to $717,260,000, at a time when there was 
agitation for expenditures as high as $5 billion.̂  Hoover 
did not want money spent on unproductive public works; in­
stead he wanted money spent on income-producing projects.
To this end he asked in May 1932 that authority be given the 
R.F.C. to lend up to $3 billion to state and local govern­
ments and to private business for work-producing construction 
projects that would bring in revenues with which to repay the

ploans.
Laudable as it was to provide relief and increase public 

works and construction expenditures, Hoover reduced the ef­
fectiveness of these measures by trying to balance the budget. 
He sought reductions in government expenditures and increases 
in taxes, which fortunately were resisted by an "obstruction­
ist” Congress. It was the President’s belief that a primary 
necessity for recovery was the balanced budget that would 
promote confidence in the government. But a balanced budget 
would neither promote nor retard recovery and it was a futile

T~. Wilbur and Hyde, op. cit., p. 394.
2. F.D.R. wrote, "I have an idea that I am still absolutely 

correct in saying that the great bulk of their loans will 
not reach down to the individual at the bottom of the 
pyramid” (F.D.R. to Joseph A. Broderick, 13 Apr. 1932, 
Banking Department file, Official Papers).
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gesture at a time when other of Hoover’s policies sought to 
foster recovery by expanding federal expenditures. All in 
all, the federal debt increased by almost $3,500,000,000
during the Hoover administration --  much against the Presi
dent’s will.

Finally came the financial crisis of 1931. Starting 
in June in central Europe, it spread rapidly, and Britain 
was forced off the gold standard in September. Seeking to 
alleviate the crisis, Hoover suggested a moratorium on in­
tergovernmental debts, which was finally accepted by the 
governments involved on July 5th.1 He also proposed an

1. F.D.R. remarked that ’’this is the very first effort on 
the part of the present administration to extend the 
helping hand of the United States to the bettering of 
world conditions. Nevertheless, I doubt much, even if 
his plan goes through, whether it will do much to put 
people back to work all through this country" (F.D.R. 
to Senator Joseph T. Robinson, 25 June 1931, Roosevelt 
Library). A little later he added: "The Hoover ad­
ministration apparently has no plans or program, either 
national or international. They jumped into this 
German moratorium business on twenty-four hour notice 
and without previous study just because they were told 
by the New York Bankers that if Germany went into bank­
ruptcy, the Stock Exchange in New York would close and 
most of our big banks would be seriously embarrassed!
I think there is no question of the authenticity of 
this." (F.D.R. to Josephus Daniels, 1 Aug. 1931, 
Josephus Daniels Papers, Library of Congresa).
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international "standstill agreement" on short-term bank 
bills that was adopted later in the month.1 To meet the 
crisis at home the President urged the formation of a series 
of government-sponsored credit institutions ---  the Recon­
struction Finance Corporation to make loans to banks, rail­
roads and "public bodies"; Home Loan banks to provide mort­
gage credit; Agricultural Credit Banks to make loans on 
crops and livestock; expansion of the Federal Land Banks; 
and other legislation to ease credit. And again the Federal

1. The moratorium on intergovernmental debts had not solved 
all of the immediate problems of international finance. 
German and Austrian banks had issued over $10 billion of 
short-term bank bills at high interest rates. The bills 
were owned largely by other banks, especially in the 
United States, Britain, France and Scandinavia. The 
flight of capital from central Europe continued after the 
Hoover moratorium and there was imminent danger that the 
bank bills could not be paid off. This would have in­
volved serious financial problems in the nations whose 
banks held them, as well as for the central European 
banks.
On July 17, 1931, Hoover proposed a "standstill agreement" 
by which the banks of the world would not press for pay­
ment when the bills fell due, with the details of the 
agreement to be worked out by a committee selected by 
the Bank for International Settlements. Hoover's pro­
posal was accepted by a London meeting of government 
representatives oh July 23rd. See Myers and Newton, op. cit., pp. 99-104, and Wilbur and Hyde, op. cit., 
p. 4Tl7



www.manaraa.com

271«

Reserve System was attempting to promote easier credit.^
While all this was going on in Washington, what did the 

Governor of New York have to say about it? During the cam­
paign of 1930 he criticized the President for not taking 
decisive action immediately after the 1929 crash, but did 
not specify what should have been done. He criticized the 
President for not expanding public works enough. Above all, 
there ran the thread of criticism that Hoover had dumped the 
problem on the laps of the states and avoided the responsi­
bilities of the federal government. It was the same disagree­
ment over the functions of the federal government that had 
cropped up in the 1927 Mississippi flood disaster.

But while Roosevelt criticized Hoover'3 relief policies, 
those adopted in New York State were similar in many respects 
to those adopted in Washington. Roosevelt sought to rely up­
on local relief facilities, and it was not until they were 
exhausted that the state provided relief on a substantial 
scale. Concurrently with the relief program went expansion

1. F.D.R., speaking of Federal Reserve policies in October 
1931, wrote that he was "very happy that, the plan worked 
out in Washington this week seems to be so well received 
in every part of the country" (F.D.R. to Strabo V. Claggett, 
12 Oct. 1931, Roosevelt Library). But in December, when 
the Federal Reserve Board temporarily stopped open market 
purchases he wrote economist Harry Gunnison Brown: "Alas
what a great change has taken place in the Board since 
the days of Woodrow Wilson. Apparently, today it is the 
tail to Secretary Mellon's kite" (F.D.R. to Harry G.
Brown, 22 Dec. 1931, Roosevelt Library). But Roosevelt 
did not specifically approve Brown's advocacy of large 
open market purchases by the Federal Reserve Banks.
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of public works by the 3tate and encouragement of public 
works by county and local governments. And Governor Roose­
velt also attempted to reduce non-relief state expenditures 
and increase taxes, although he did not advocate a balanced 
budget as strongly as did Hoover.

In his second message to the legislature on the first 
of January, 1930, Roosevelt did not mention the rising un­
employment in New York State. But by the end of March he 
had appointed a Committee on Stabilization of Industry to 
develop ”a long time program for industrial stabilization 
and prevention of unemployment”.

We do not expect miracles, but rather to assist 
the employers of this State in a gradual pro­
gress toward stabilization based on authentic 
American business experience and arising out of 
and adapted to their own industrial problem, 
and such methods as their good will and sound 
business judgment may develop.

The governor had clarified the problems to be worked out by
the Committee in listing the major types of unemployment

pthey had to consider; seasonal, technological and cyclical.
The Committee’s work, however, was expected to have 

little relevance to the immediate unemployment relief problem, 
so the Governor urged all local officials to take needed ac­
tion. He outlines what he thought was necessary;

Collection of local statistics of unemployment.

TT Public Papers, 1950, p. 508. 
2. Ibid, p. 506.
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Cooperation between local governments and pri­
vate philanthropies.
Stimulation of "small job campaigns in every 
city and town...so that the modicum of unem­
ployment relief can be furnished locally.
Establishment of local employment clearing 
houses•
Expansion of local public works.

In addition, he wanted local committees to plan methods of 
stimulating local trade and industry, and full cooperation 
from industrialists in keeping their factories "operating 
at full or nearly full time throughout this crisis".'1'

Within a month the Committee on Stabilization of In-
pdustry made it3 preliminary report. It recommended several 

emergency measures to employers, Including retention of as 
many workers as possible, a speeding of maintenance and re­
pair work, manufacturing for inventory "to the limit of 
academic wisdom", and a reduction of the work week. When 
workers had to be laid off the committee recommended keeping 
those with dependents as long as possible, payment of a "dis­
missal wage", and aid in finding employment elsewhere. For 
a long-range program the committee had little to offer: it
suggested that the state and local governments postpone pub-

TI Ibid, p. 506 and pp. 537-538.
2. The members of the committee were Henry Bruere, Maxwell S. 

Wheeler, Ernest G. Draper, John Sullivan, Henry H. Stebbins, 
Jr., and Frances Perkins. Professor Paul H. Douglas of the 
University of Chicago was "technical adviser" to the com­mittee .
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lie works during prosperous times, holding them back until a 
depression came*-*-

It is clear that the measures proposed by the Governor 
and his stabilization committee were emergency measures de­
signed to meet a temporary need only. Reliance on local of­
ficials and private businessmen, together with no planning of 
a comprehensive state-sponsored program of relief or employ­
ment, indicated that both the committee and the governor ex­
pected the emergency to be of short duration. But as the 
emergency deepened during the summer and it became evident 
that the winter of 1930-31 would be one of great hardship, 
the attitude of those in charge of the state government 
shifted.

The Committee on Stabilization of Industry took on the 
job of coordinating local efforts to promote employment, and, 
inevitably, local relief efforts. Its report, submitted to 
the Governor on November 13, 1930, emphasized the immediate 
problem of how to meet the depression unemployment problem 
and said very little about long-range plans. The report, 
even so, left a great deal to be desired* As an indication 
of the current state of knowle dge of the business cycle It 
reveals more of Ignorance than anything else.

The report discussed four types of unemployment; "sea­
sonal, cyclical, technological, and chronic". The most

TT ""Preliminary Report of Committee on Stabilization of In­
dustry for the Prevention of Unemployment," Public Papers, 
1950, pp. 508-517.
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Important type, according to the committee was the first:
Seasonal unemployment seems to be the princi­
pal single cause of the total volume and Is 
occasioned either by uneven purchasing by 
ultimate consumers or by weather conditions 
which affect production.... Fluctuations in 
industries producing consumers* goods create 
irregular demand for raw materials and spread 
seasonal unemployment through the textile, 
leather and other industries.
Most of these irregularities can be traced 
back to changes in the weather....

Having found the culprit, the committee proceeded to examine
the other types of unemployment. Regarding the business
cycle it said*

Despite the large amount of research into the 
nature of the business cycle, causes of de­
pression and boom are complex, changing and 
accidental, and have not been any more defi­
nitely isolated than have the causes of can­
cer. We do, however, know far more about ways in which we might lessen the severity 
of these cyclical swings than we put into 
effect.

The committee felt that technological unemployment had been 
exaggerated, but caused suffering which must be mitigated. 
Chronic unemployment was attributed to maintenance by busi­
ness firms of a labor reserve to meet their peak demands, and 
could be avoided by better organization of the labor market.

Recognizing that "during periods of cyclical unemploy­
ment individual firms are to a large degree helpless to over­
come the numerous factors that create depression" and that

TI "Report of Governor's Committee on Stabilization of In­
dustry for the Prevention of Unemployment," ibid, p. 591.
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"the ultimate control of the business cycle is...a long way
off,'* the committee pointed out that

The State and municipal governments are not as 
helpless in these emergencies as are private
industries. They can time their public works
so that an appreciable volume of additional 
work can be undertaken as private business slackens.1

Another suggestion was for private firms to time their long- 
range construction projects to take advantage of low labor 
and material costs during depressions, and, during depressions, 
to reduce the work week rather than lay off part of the labor 
force.2 The committee was not very hopeful, however: "Cyc­
lical fluctuations may be lessened in part by an intelligent
public works policy, but their control lies outside the 
power of State and federal agencies."3

With this as background, the committee made its recom­
mendations. The major stress lay on measures to be taken by 
private business to reduce seasonal unemployment and techno­
logical unemployment. It also advised extension of the state 
unemployment service, organization of local committees to 
promote employment, and share-the-work plans in industry.
For the long run it wanted a state planning board to coordinate 
public works expenditures at all levels of government and to

TZ T5T5, p. 597.
2. Ibid.
3. Ibid, p. 599.



www.manaraa.com

277.
accelerate such expenditures during depressions, and it wanted 
industry to develop unemployment insurance plans. Finally, it 
sought "full and impartial investigation of this question", 
obviously realizing that its efforts were inadequate.1

The report of the committee was the signal for action to 
meet relief needs for the coming winter. The Governor made 
available National Guard and Naval Militia armories, with 
cots and blankets, for the housing of the unemployed and home­
less, notifying all mayors and village presidents that "this 
use could occur only after the ordinary facilities of your

Qlocality have been exhausted". The Committee on Stabiliza­
tion of Industry was reappointed as an emergency commission 
to coordinate and encourage employment of persons out of work, 
to encourage the establishment of loan funds for the unemployed, 
and to coordinate local relief work,^ and the membership of the 
committee was increased to Include persons concerned with 
charity and relief. At the same time Roosevelt asked Lt. Gov. 
Lehman "to act as a committee of one to survey and speed up as
far as possible all of the public works of the State" so that
"we can find ways economically to employ several thousand 
additional men during the winter months".^ The Governor also

TZ Ibid, pp. 600-601.
2. F.D.R. to all village presidents and mayors, 15 Nov. 1930, 

Housing of Unemployment file, Official Papers.
s- Public Papers, 1930, pp. 671-672.
4. F.D.R. to Herbert K. Lehman, 17 Nov. 1930. Ibid, p. 673.
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wrote the chairman of his stabilization committee suggesting 
schemes to set up loan funds for the unemployed. ■*-

Thus, in the second winter of the depression New York 
State relied primarily upon local relief facilities to meet 
the distress of the unemployed.

The only major effort of the state was in the area of 
expanded public works, but even that could not be maintained. 
In 1930 the Department of Public Works spent or obligated it­
self to spend $117,634,159,^ which represented a substantial 
increase over 1929. The expenditures were increased to 
$131,232,609 the following year,^ but in the face of reduced 
tax revenues were cut by the legislature in 1932 to only 
$85,383,431.“ The major reductions were in highway and pub­
lic building construction. The Governor sought to have the 
legislature restore the cuts, pointing out that 13,345 men 
would lose their jobs. As F.D.R. put it:

While the State should economize in unessential 
public works which do not give Immediate, di­
rect employment to large numbers of men, never­
theless it is incumbent on us to continue es­
sential public works, especially where they do 
provide direct wages for many unemployed and simultaneously are a real economic and social asset to the State.5

1. F.DTR. to Henry Bruere, 21 Nov. 1930, Unemployment Com­
mission file, Official Papers.

2. State of New York Department of Public Works, Annual Re­
port of the Superintendent, 1930 (Albany, J. E. Lyon Co., 
1931), p. 3.

3. Ibid, 1931, p. 3.
4. Ibid, 1932, p. 3.
5. Public Papers, 1932, p. 64.



www.manaraa.com

279 •
Roosevelt's plea was in vain, however, and in one of the 
worst stages of the depression New York curtailed its ex­
penditures.

The State could well have afforded much larger public 
works expenditures. Although tax revenues were falling the 
State Comptroller reported that ”at the present time, New 
York State's credit is higher than that of any other govern­
ment in the world” and that the State could easily sell more 
than $30 million worth of bonds. The bonds could even be paid 
off within five years by higher income and inheritance taxes, 
thereby placing the relief burden on those best able to pay, 
he added.^

The Governor, however, had not fully accepted the prin­
ciples of deficit financing. He did not ask for a bond issue 
to finance public works, but he did ask for one to finance 
relief. Let us examine how it happened.

By the close of 1930 it had become obvious that the de­
pression was going to be longer and deeper than anyone had 
suspected. The relief efforts of local governments, co­
ordinated by the state and supplemented by increased expendi­
tures for public works, were not going to be enough to meet 
the problems of the continuing emergency. The stabilization 
committee was now the Governor's Commission on Unemployment 
Problems, and had given up all pretense of seeking long-range

TT Morris S. Tremaine to F.D.R., 18 Dec. 1931, Messages Pile, Official Papers.
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solutions and was concentrating on the problem of emergency 
relief. In January 1931, it reported to the Governor on the 
status of local relief efforts: 'the report showed that in
almost half of the cities of the state relief facilities were 
inadequate, that there was great variation in the quality of 
relief offered, and that, in general, administration of re­
lief was inefficient. The report pointed out that most local 
relief administrations had old-fashioned conceptions of their 
duties and that standards almost everywhere were too low. 
Physical and mental health, earning power and morale were be­
ginning to deteriorate. The Commission concluded that more 
work relief rather than home relief was needed, along with 
better administration and coordination; it also asked for 
further expansion of public works projects.^

There were no changes in policy, however, until the fall 
of 1931, when it became obvious that local relief would not 
be sufficient to carry the load of what loomed as one of the 
most miserable winters in the history of the state. The 
state board of Social Welfare and the State Charities Aid 
Association, in a joint report to the Governor, pointed out 
that individual savings and credit and assistance from 
relatives had largely been exhausted £s a cushion against

"n "Report on Unemployment and Emergency Relief in the 59
New York Cities Exclusive of New York City. To Franklin 
D. Roosevelt, Governor of the State of New York by the 
Governor’s Commission on Unemployment Problems for the 
State of New York, January 1931.” Unemployment Commission file, Official Papers.
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want, and that almost every city in the State had spent as 
much for relief in the first half of 1931 as in the whole of 
1930. Equally large expenditures were expected in the second 
half of the year, yet all the evidence pointed to the inade­
quacy of relief already granted.-*- Prom New York City, the 
director of the Welfare Council described an equally desper­
ate situation, and asked the Governor to call a special ses­
sion of the legislature to consider the problem.^

The Governor took up the suggestion and a special ses- 
sion of the legislature met on August 25, 1931. Roosevelt 
recommended five bills to the legislature. The first auth­
orized a temporary emergency relief administration of three 
members, serving without pay, and appropriated $20 million 
for relief. The money was to be spent by the T.E.R.A. for 
work relief during the winter months, either directly or 
through local governments. If work projects could not be 
developed direct relief could be granted. The second in­
creased the income tax by fifty percent for all income

T7 1'‘Prospects of Unemployment Relief in 1932-32 in 45 cities 
of New York State,” Unemployment Problem - Unemployment 
Suggestions file, Official Papers.

2. William Hod3on to F.D.R., 19 Aug. 1931, Extra Session file 
Official Papers.

3. The special session had been called ostensibly to grant im 
munity to witnesses testifying In the New York City graft 
scandals. Roosevelt’s request for emergency relief legis­
lation came as a somewhat unwelcome surprise to the Repub­
licans, since it shifted the emphasis from Democratic cor­
ruption to Democratic welfare legislation.
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brackets. The third authorized cities and counties to issue 
3-year bonds for relief and public works expenditures. The 
fourth provided for a five-day week in all contracts for state 
or municipal public works. The fifth provided that of the 
$20 million relief appropriation a total of $548,000 be used 
to pay a soldiers’ bonus. After some resistance from the 
Republican-dominated legislature the Wicks bill, embodying 
the Governor’s program, was passed. New York became the first 
sta_te to set up a comprehensive state-administered relief 
system for the unemployed.^

It quickly became clear, however, that a $20 million ap­
propriation would not last long. By the time the legislature 
convened for its regular session in January 1932, the Governor 
had to ask for an immediate appropriation of $5 million more 
and approval of a bond issue of $30 million for submission to 
the voters in the 1932 election. Because tax revenues could 
no longer support the relief needs of the state, and because 
of the seriousness of the situation the Governor was willing 
to depart from his pay-as-you-go policy. Thus New York State 
adopted deficit financing not as a calculated policy to mini­
mize the depression, but was forced into it against the will

T~. The-Temporary Emergency Relief Administration was headed 
by Jesse I. Strauss. His fellow committee members were 
John Sullivan and Philip J. Wickser. Harry L. Hopkins 
was Executive Director. Strauss served brilliantly for 
a year, and after his resignation was replaced by the 
equally brilliant Hopkins.
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of the Governor and the legislature. It was a last resort in 
a worsening situation.^

Indeed, in its broaden? aspects the policies of the State
regarding depression relief represented drift --  or if you
wish, experimentation --  rather than mastery. At first the
State government sought to meet the depression emergency by 
coordinating the relief efforts of local governments and pri­
vate charities, with some supplementary aid in the form of 
Increased public works expenditures. When local efforts 
proved to be inadequate as the depression deepened, the State 
government took over the responsibility for relief, at first 
on a pay-as-you-go basis and later by means of a bond issue.
The older ideal of local responsibility gave way to State

1. In May 1932, Frances Perkins and Henry Bruere invited some 
twenty economists to dinner in New York City to discuss 
the relief situation. ''The upshot of this conference was
that there seemed to be of interest only two or three
propositions of Immediate moment which could be considered 
for the state:1. More public works,

2. Transplanting city dwellers back to the farms,
3. Stimulation of some housing projects.'1

(Henry Bruere to F.D.R., 24 May 1932, Unemployment Commis­
sion File, Official Papers).
Those attending the dinner, in addition to Perkins and 
Bruere were Harry Hopkins, Dr. B. M. Anderson, (Chase 
National Bank), Prof. Elizabeth Baker (Columbia), Prof. 
Douglas Brown (Princeton), Robert W. Bruere, Prof. John 
M. Clark (Columbia), Prof. Carter Goodrich (Columbia), 
Prof. W. E. Hotchkiss (Pennsylvania), Virgil Jordan 
(McGraw-Hill Publishing Co.), Paul Mazur (Lehman Bros.), Prof. Raymond Moley (Columbia), Prof. Sumner Slichter 
(Harvard), Ordway Tead, Prof. Joseph H. Willitts (Penn­
sylvania), and Leo Wolman (Amalgamated Clothing Workers). 
Unemployment Commission file, Official Papers.
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responsibility in the face of the necessities of the situa­
tion.

On the national scene a similar shift was taking place. 
Hoover had placed responsibility for depression relief on 
the states, and when state resources were in danger of ex­
haustion promoted the program of R.F.C. loans to states for 
work projects. Hoover thereby began the shift to federal 
responsibility for relief that culminated in the New Deal’s 
Federal Emergency Relief Administration.



www.manaraa.com

285.
While relief for the unemployed was the most important 

depression problem facing Governor Roosevelt, he also had to 
handle the problem of bank failures and their impact on the 
communi ty.

Shortly after he assumed office the City Trust Company 
of New York closed its doors, beginning a political scandal 
of Importance and starting the new administration on reform 
of the state banking laws. The City Trust Company was largely 
the creation of Francesco Ferrari, who caine to America, in 1912 
and became a private banker dealing largely with the Italian- 
Amerlcan population in New York City. In 1925 he organized 
the Harlem Bank of Commerce and became Its president, and also 
became vice-president and later president of the Atlantic 
State Bank of Brooklyn; In 1928 these two concerns were merged 
into the City Trust Company. Upon Ferrari's death on February 1, 
1929, rumors of Improper use of funds appeared, and on February 
11 the bank closed Its doors.

The State Superintendent of Banks, a Smith appointee named 
Frank H. Warder, was implicated, having accepted bribes to con­
done Illegal acts and approve a weak financial structure."1'
Warder helped in the organization of a new firm, the Mutual 
Trust Company, to take over the affairs of the City Trust Com­
pany "on condition that the depositors be paid in full", and

1. Robert Moses, Report to Governor Franklin P. Roosevelt on 
the Investigation of the Department of Banking in Relation to the City Trust Company (Albany, <]*. B. Lyon Co., 1929), 
ppT 10-20. Wa rd e r was la ter convicted of accepting a 
$>10,000 bribe and sentenced to prison (New York Times,Nov. 6, 9, 15, 27, 1929).
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then resigned.^ Roosevelt accepted the resignation and ex­
pressed approval of the "successful conclusion of the in­
corporation of the new company".^

But on April 22 the District Attorney of New York County 
"began an investigation of possible criminal activities in con­
nection with the City Trust Company and it became known that 
Warder was preparing to leave the country.*”5 Because the new 
State Superintendent of Banks, Joseph A. Broderick, did not 
have subpoena powers to keep Warder from leaving, a Com­
missioner, with power of subpoena and investigation, was ap­
pointed under the Moreland Act. Robert Moses, Secretary of 
State under Governor Smith, was chosen.^

Moses made a thorough investigation and in his report 
showed that the City Trust Company had built a very weak finan­
cial structure, committed illegal acts, and engaged in very 
bad banking practices, while Warder had accepted bribes from

CLFerrari on several occasions. The most important aspect 
of the Moses report, however, was his series of recommendations 
for improving the performance of the State Banking Department

TT Frank H. Warder to F.D.R., 19 Apr. 1929 (Banking Commission file, Official Papers).
2. F.D.R. to Warder, 21 Apr. 1929, ibid.
3. Telegram, Leon Leighton to Herbert H. Lehman, no date, ibid.
4. Herbert H. Lehman to F.D.R., 30 Apr. 1929 (Roosevelt Library).
5. Robert Moses, ojo. cit. The official transcripts of the

hearings are in the Official Papers of Governor Roosevelt; 
they encompass twelve volumes of almost 6,000 pages.
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and for revising the Banking Law. He suggested a reorganiza­
tion of the Department and higher pay for its employees, that 
officials of the Department be prohibited from owning stocks 
or bonds in banks under their jurisdiction, that private banks 
be brought under State jurisdiction and the formation of new 
private banks be prohibited, that thrift accounts in commercial 
banks be made subject to the same laws that governed investment 
of savings bank accounts, that the law regarding the responsi­
bilities of bank officers and directors be revised, and that 
the Banking Department be required to investigate original 
capital and increases in capital of banks to see that the 
capital was actually paid in and not ficticious.^

Shortly after the Moses report was submitted, Governor 
Roosevelt appointed a Commission on Revision of the Banking 
Law, composed of businessmen and bankers, to make recommenda­
tions before the next meeting of the legislature in January 
1930. F.D.R. remarked: "I hope that the Banking Commission
will tighten up a bit on the functioning of directors and of-

pficers of banks." He had appointed such directors and officers 
to recommend the legislation.

Meanwhile, on July 1, 1929, Clarke Brothers, a private 
bank in Brooklyn, closed its doors. The members of the firm 
were indicted for using the mails to defraud and for conspiracy

TI Robert Moses, ojd. cit., pp. 63-67.
2. F.D.R. to W. Gordon Crawford, 10 Aug. 1929 (Banking Commission 

file, Official Papers).
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to defraud; by August 10 three had been convicted and sen­
tenced to prison terms.

These events led Governor Roosevelt to ask the legis­
lature in January, 1930, to tighten the Banking Law and in­
crease the Inspection staff of the Banking Department:

The meshes of the Banking Law have been woven so 
loosely as to permit the escape of those meanest 
of all criminals who squander the funds of hun­
dreds of small depositors in reckless speculation 
for private gain. The entire Banking Law is in 
need of revision and the Banking Department needs 
immediately far more adequate Inspection facilities.-*-
Then on January 27 the Commission on the Revision of the 

Banking Laws made its report. It recommended a number of im­
provements in the organization of the Banking Department, 
placing of the employees of the Department under Civil Service, 
and higher pay for them. It felt that bank charters should not 
be granted as freely as in the past. The Commission disagreed 
with Moses’ view that the laws regarding the duties and re­
sponsibilities of bank officers and directors be tightened up; 
and it did not desire the elimination of private banks, but 
rather, that they be brought under the jurisdiction of the 
Banking Department. On the issue of thrift accounts there was 
further disagreement with Moses: the Commission did not feel
that such funds should be subject to the same regulations as 
savings accounts, but desired a requirement that a reserve of

1. F.D.R., Annual Message to the Legislature, 1 Jan. 1930.Public Papers, 1950, op. cit., p. 29.
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three percent be held against deposits other than demand 
deposits for all banks not members of the Federal Reserve 
System.'*'

Legislation embodying the Commission's recommendations 
v/as introduced into the legislature, and by April 22 the 
Governor had signed a number of amendments to the Banking 
Law, calling them "some of the most necessary, important 
and constructive banking legislation proposed in recent 
years". Private banks were brought under the control of 
the Banking Department, penalties for a bank that refused 
to permit examination were extended, and bank directors were 
to be notified by the Banking Department of t he results of 
examinations.

No effort was made, however, to segregate thrift ac­
counts in commercial banks. This proposal had been made in 
the Moses report, but was rejected by the Commission. Roose­
velt at this time followed the lead of the latter group, but 
changed his view by March of the following year.

The event that caused Roosevelt to change M s  opinion 
about thrift accounts was the failure of the Bank of the United 
States on December 11, 1930. Over half a million depositors 
found their savings ■unavailable when the bank closed its doors,

T~. "Report of the Special Commission to Make Study of the
Banking Law of the State," Public Papers, 1930, op. cit., 
pp. 471-487.
Public Papers, 1930, op. cit., p. 534.
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and there was demand for another Moreland Act investigation. 
Depositors who held thrift accounts in commercial banks 
busied themselves in transferring them to savings banks.^
Two other banks closed their doors, the Chelsea Bank in New 
York, and the Binghamton State Bank, with further losses to 
depositors.

Soon after, on March 24, 1951, Governor Roosevelt asked
the legislature for protection of thrift accounts, arguing
that "in the mind of the average layman... there is no nice
distinction between thrift accounts and savings accounts"
and that "any further delay is inexcusable, and in my opinion
is a breach of trust which the depositors of the State have in
their legislative bodies".^ At the same time F.D.R. accused
the bankers of blocking reform by a campaign of obstruction
in the legislature.1'

The legislature answered this request by passing a bill
to permit investment of savings deposits in stocks, bonds, or
notes of water districts. The Governor vetoed the bill with
the comment that some of these obligations were "extremely„ 4undesirable investments for savings banks . The legislature

TT Joseph A. Broderick to F.D.R., 21 Jan. 1931, 8 Apr. 1931,
24 July 1931 (Broderick, Joseph A., file, Official Papers).

2. Public Papers, 1931, op. cit., p. 128.
3. Ibid., p. 129. In a letter F.D.R. said that "the bankers

so far have merely thrown cold water on every plan suggested
to protect thrift accounts. I am not a proponent of any one
plan but I do think something ought to be done before the 
legislature goes home." F.D.R. to Edmund Platt, 24 Mar.
1931 (Roosevelt Library).

4. Ibid ., p. 210.
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allowed the proposal to amend the law concerning thrift ac­
counts to die in committee, in spite of a last-minute appeal 
by the Governor to pass such legislation.-*-

When the legislature next convened on January 6, 1932, 
Roosevelt urged a much broader program of banking reform in 
his annual message. He asked for an advisory council to help 
the Banking Department in its work, repeated his request for 
protection of thrift accounts, and then added two new and im­
portant proposals. There was immediate need, said the Gov­
ernor, for revision of the laws of the State dealing with sale 
of securities to the public to "differentiate between prospects 
and true values" so that the public could know the "whole truth 
about what in the past has been a package too often sold only

pbecause of the bright colors on its vyrapper".
Finally, Roosevelt brought up the issue of branch and

chain banking and concentration of control in the banking field
We must by law maintain the principle that banks 
are a definite benefit to the individual community.
That is why a concentration of all banking resources 
and all banking control in one spot or in a few hands 
is contrary to a sound public policy. We want strong 
and stable banks, and at the same time each communi­
ty must be enabled to k^ep control of its own money 
within its own borders.1'

This last proposal was attacked expecially strongly by banking
interests, and F.D.R. explained his position further:

1. Ibid., p. 606.
2. Public Papers, 1952, op. cit., p. 31.
3. Ibid.
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What I had in mind was not to prevent a trade 
area or county system, but to prevent absentee 
landlordship. For example, a man came to my 
office the other day from Syracuse to complain 
that the savings bank of Middletown in Orange County was foreclosing a lot of home mortgages 
in Syracuse, and would not go along with the 
methods adopted in regard to these mortgages 
by the Syracuse savings banks. In other words, 
there is a lot of resentment against the way 
strangers handle a situation in an area they 
know nothing about.
Only one of F.D.R.Ts recommendations was enacted Into 

law: the legislature provided a modified version of the ad­
visory board the Governor had requested. Roosevelt felt un­
easy about bankers being required on the board, even as a 
minority, on the grounds that "representatives of objects of

H 2governmental regulation should not do the regulating . But 
since the Governor was not obliged to accept the recommenda­
tions of the board, Roosevelt was willing to sign the measure. 
The legislature took no action on F.D.R.' s other proposals con­
cerning thrift accounts, securities issues, and branch or 
chain banking.

Several elements of broader New Deal policies appeared in 
Roosevelt’s proposals for banking legislation during bis gov­
ernorship. Protection of thrift accounts was to become a 
guarantee of bank deposits, and regulation of securities issues 
and exchanges on a national scale was to be accomplished under 
the New Deal.

1. F.D.R. to Edmund Platt, 11 Jan. 1932 (Roosevelt Library).
2. Public Papers, 1952, op. cit., p. 183.
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CHAPTER XIII 
WHAT CAN BE DONE ABOUT DEPRESSIONS?

While Governor Roosevelt’s relief policies were gradually 
evolving out of the necessities of the deepening depression, 
he sought to find policies that would meet the larger depres­
sion problem, not only at the state level, but in the area of 
national policy.

His mail was full of suggestions, many of them of the 
crackpot variety, for ways to end the depression. A recurring 
theme was the proposal to place the unemployed on farms where 
they would be able to raise their own food,-1- and one corres­
pondent wrote from a hobo jungle near Sacramento that a back 
to the land movement was the only alternative to destruction 
of the "capitalistic11 Federal government by a proletarian
r e v o l u t i o n . 2 Other proposals were to limit wage earners to
one per family,3 and to shorten the work day In order to 
spread work.^ One man sent F.D.R. a U.S. Department of Com­
merce pamphlet entitled "You Can Make It For a Profit,"

17 Speech by Ralph W. Reynolds at 23rd Annual Meeting of the 
American Railway Development Association, Chicago, Decem­
ber 3-4, 1931. Unemployment Problem-Unemployment Sugges­
tions file, Official Papers.

2. R. W. to F.D.R., 22 June 1932. Ibid.
3. Arthur E. Bennett to F.D.R., 19 Aug. 1931; Miss K. Owen 

to F.D.R., 24 Aug. 1931. Ibid.
4. Caleb F. Bryant to F.D.R. 17 Aug. 1931. Ibid.
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describing how to make furniture and other objects out of 
wood.l

Roosevelt was actively looking for ways out of the de­
pression. He had appointed his Committee on Stabilization 
of Industry in 1930, but, as we have seen, the Committee 
didn't think much could be done about cyclical swings in 
economic activity and as the depression worsened it was 
gradually transformed into a relief organization.

Nevertheless, Roosevelt's curiosity about depression 
remedies continued. In May 1931 he lunched with Sir George 
Paish, who had just completed his book, The Way to Recovery, 
and who asked Roosevelt to write a foreword to it.^ He read 
Sir Arthur Salter's Recovery: The Second Effort, and thought 
It was "exceedingly interesting".*^

In 1931 Roosevelt invited Norman Lombard, then executive

Tl George W. Sisson to P.D.R., no date. Ibid.
2. Sir George Paish to F.D.R., 30 May 1931 (Roosevelt Library). 

Roosevelt did not write a foreword.
3. P.D.R. to J. Edmund Jones, 5 May 1932 (Roosevelt Library). 

Salter wrote that "the conditions no longer exist under 
which a freely working competitive system can secure an 
automatic adjustment of the world's economic activities
to changing needs”, and that price inflation by "an in­
crease In the general level of gold prices" followed by 
monetary management to maintain a stable level of world 
commodity prices was necessary. (Arthur Salter, Recovery:
The Second Effort, N.Y., Century, 1932, pp. 24-25^ 86).
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vice-preaident of the Stable Money Association, to attend 
the Governors’ Conference on Unemployment at Albany and 
present his views on recovery.1 Lombard wrote a paper on 
"The Relationship Between Unemployment and Business De­
pressions and Monetary and Credit Policies," which he sent 
to Roosevelt in January 1931, and which formed the basis 
for his discussion at the conference.^

Lombard began with the proposition that the supply of 
money and credit should be more effectively kept in line 
with the sound needs of business; if this were done the in­
dustrial machine would work more smoothly. Other remedies 
were necessary too, but monetary reform was essential. He 
phrased the argument in terms of the value of gold;

If measures can be taken to stabilize the pur­
chasing power of gold, to that extent will

TZ Interview with Norman Lombard, 1 Dec. 1952. The Stable
Money Association was largely a creation of Irving Fisher’s 
designed to propagate his ideas for eliminating depressions 
by stabilizing the general level of prices. Fisher had 
founded the Stable Money League in 1921, which became the 
National Monetary Association in 1923. In the latter year 
it obtained important support from business and banking 
circles and became largely an anti-inflation organization: 
there were rumblings of demand for inflation from the middle 
west. The passing of that threat meant a loss of interest 
in stable money, and in 1925 a new organization was formed, 
the Stable Money Association. See Irving Fisher, Stable 
Money: A History of the Movement (N.Y. Adelphi, 1934), pp. 
104-128. Frederick A. Delano, Roosevelt’s uncle and a 
former member of the Board of Governors of the Federal Re­
serve System, was president of the Association in the years 
1929-1933.

2. Norman Lombard, "Memorandum on the Relationship between Unem­
ployment and Business Depressions and Monetary and Credit 
Policies," enclosed in a letter from Lombard to F.D.R., 21 
Jan. 1931, Governors’ Conference file, Official Papers.

3. Ibid, pp. 1-2
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unemployment be reduced. Fluctuations in the 
purchasing power of gold, or of money, affect 
unemployment as follows: When gold increases
in value that means that the general level of 
prices falls (because gold will buy more), and, when gold decreases in value, the general 
level of prices rises (because gold will buy 
less).l

The evils of falling prices (depression) and rising prices 
(boom) were discussed, with Lombard maintaining that in 
order to prevent unemployment and unhealthy booms it was 
necessary "to stabilize the general level of prices, i.e.,

pthe purchasing power of money". Lombard recognized that 
changing the monetary base had been proposed as a means of 
stabilizing the value of money, but that the supply of cre­
dit was more important.3 He concluded with the statement 
that "stabilization of the purchasing power of our unit of

4value should be the primary aim of monetary credit policy".
Lombard did not advocate the use of Fisher's "compen­

sated dollar" as a means of stabilizing the price level.
He proposed the use of credit controls that were already 
available,5 and suggested that F.D.R. take that position at

'Ibid, p. 3.
2. Ibid, p. 5.
3. Ibid, p. 10.
4. Ibid, p. 19.
5. Ibid, p. 10.
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the Governors’ Conference.
In January 1931, Lombard wanted to control business 

fluctuations by stabilizing the level of prices. But 
during the depression prices had fallen to very low levels. 
Should they be stabilized there? It was becoming obvious to 
proponents of stable money that stabilization at prosperous 
levels was considerably different from stabilization at de­
pression levels. Thus, interest shifted to efforts to raise 
the price level and then stabilize. This became the goal of 
the Committee for the Nation, formed by a number of business-

pmen in the summer of 1932. A major part of the Committee's 
proposal was the raising of the price of gold by 75 percent 
in order "to bring the commodity price level to a 1926 base”,®

T; "Suggestions for Remarks by Governor Franklin D. Roosevelt” 
enclosed in letter from Lombard to F.D.R., 21 Jan. 1931, 
Governors' Conference file, Official Papers.
Some of Lombard’s supporters wrote to Roosevelt at Lombard's 
suggestion, and advocated measures more drastic than use of 
credit controls. Economist Willford I. King, for instance, suggested an increase in the volume of currency large enough 
to raise prices sharply (King to F.D.R., 23 Jan. 1931, Gov­
ernors' Conference file, Official Papers).

2. The full name of the organization was Committee for the Na­
tion to Rebuild Prices and Purchasing Power. Among Its 
leading members were James H. Rand, Jr. (Remington Rand), 
Lessing J. Rosenwald (Sears, Roebuck), Vincent Bendix (Ben- 
dix Aviation), F. H. Frazier (General Baking), and F. H. 
Sexauer (Dairymen's League). See Herbert M. Bratter, "The 
Committee For the Nation: A Case History in Monetary Propa­
ganda," Journal of Political Economy, Vol. XLIX, No. 4 (August '1941),' p. 537.

3. Five Next Steps in the Program of the Committee for the Nation (N.Y., Committee for the Nation, no date), third unnumbered page.
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and such action was urged on the New Deal early in 1933.

The transition from Lombard’a view to that of the
Committee for the Nation is a simple one.-*- Lombard main­
tained at the 1931 Governors’ Conference that price stability 
depended upon a stable value for gold. But if the problem 
were viewed as one of raising prices, then the price of 
gold should be raised. This is exactly the twist given 
to the idea by Professors Warren and Pearson and the Com­
mittee for the Nation. Indeed, the continuity of ideas 
is paralleled by a continuity of organizationj when the 
Stable Money Association could no longer support itself it 
donated what assets it had to the Committee for the Nation 
"in the expectation that as soon as reflation was completed,
the Committee would take up the project of stabilization as
its major objective".^

One connection between Roosevelt and these ideas was 
Irving Fisher himself. Although Fisher was never a close 
adviser of Roosevelt's at any time, In September 1932 he 
sent the Governor galley proofs of his book Booms and De­
pressions and later a specially prepared copy a month in 
advance of publication. The Governor, off on a campaign

1. By 1932 Lombard v/as also advocating "reflation" of 
the price level (personal interview, 1 Dec. 1952).

2. Fisher, Stable Money, op. cit.. 109.
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trip through the west, took the proofs along with him.l

It was not Irving Fisher, hut Professors George F.
Warren and Frank A- Pearson of Cornell University who were
most influential in bringing ideas of monetary manipulation
to F.D.R.*s attention.

The theory of Warren and Pearson was expressed in a
series of articles published in Farm Economics in the years
1931-1933, and later in their book, Prices. According to
their theory the general level of prices was determined by
the ratio of monetary stocks of gold to the physical volume
of production.^ Thus:

For the thirty year period 1885 to 1914, mone­
tary stocks of gold in the United States had

1. Irving Fisher to F.D.R., 10 Sept. 1932; F.D.R. to Fisher,
12 Sept. 1932 (Roosevelt Library).
Fisher proposed that the general price level be "reflated" 
at least to the 1930 level and then stabilized indefinitely 
at that level by the use of the "compensated dollar" plan 
supplemented by credit control through the Federal Reserve 
system and issuance of bonds to banks to increase the base 
for credit expansion. See Irving Fisher, Booms and De­
pressions: Some First Principles (N.Y., Ad el phi, 1'932), 
pp. 125-141. Under the "compensated dollar" plan the gold 
value of the dollar was to be changed at stated intervals 
as the price level changed; for example, if prices rose, 
the gold value of the dollar would be increased to induce a fall in prices. See Irving Fisher, The Purchasing Power 
of Money (N.Y., Macmillan, 1911) and St'abi'li'zing 'the P'olTar 
(N.Y., Macmillan, 1920).

2. George F. Warren and Frank A. Pearson, "Money and Prices,"
Farm Economics No. 74 (Feb. 1932), p. 1688. Warren and
Pearson contrasted their equation (prices -__________________ _physical volume of production
with Fisher's (P =_..MV_..) . See George F. Warren and Frank A. 
Pearson, Prices (N.Y., John Wiley, 1933), p. 81.
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to increase at the same rate as the physical 
volume of production in the United States in 
order to maintain stable commodity prices.
If gold stocks increased more rapidly than 
the production of other things, prices rose;
if gold increased less rapidly, prices fell.1

Warren and Pearson felt that declining commodity prices were
the result of a rising value of golds gold had an excessive
value in the post-war period because of increased demand for
the metal as many nations returned to the gold standard. As
long as the monetary unit was tied to gold it, too, would
have an excessive value, and commodity prices would remain
low.

What were the remedies? Warren and Pearson argued that 
"when a nation suspends gold payments, it can establish any 
internal price level that it desires".^ Three methods could 
be used: "forcibly maintaining the dollar at a low gold
value", "reducing the amount of gold in the dollar", or "sub­
stituting another metal for all or a part of the gold in the
dollar".5

Once the price level had been raised by this method it 
was to be stabilized by the use of a "compensated dollar". 
Warren and Pearson in 1933 took over Fisher’s idea:

TH Warren and Pearson, "Money and Prices," op. cit., p. 1693.
2. Warren and Pearson, "The Price Outlook," Farm Economics 

No. 80 (May 1933), p. 1891.
3. Ibid, p. 1599.
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If prices rose 0.1 percent in a week, the 
weight of gold purchasable by a dollar 
would be increased 0.1 percent until any
rise was corrected. If prices fell 0.1
percent, the weight of the gold purchasable 
by the dollar would be decreased 0.1 percent.
... This would make the dollar have the same
value at all times. It would be independent
of the business cycle.*■
Henry Morgenthau, Jr., had studied under Warren at 

Cornell, and it was he who first brought the professor to 
the attention of Governor Roosevelt. As early as December 
1930 Warren visited Roosevelt at Warm Springs, and he be­
came an important adviser on agricultural matters. The 
Governor was familiar with the articles by Warren in Farm 
E c o n o m i c s and in May 1932 he wrote that MI am doing a 
lot of studying down here on the fluctuating dollar. If 
we don't do something for stabilization, we will be headed 
for real trouble”.^

Ideas of raising prices by raising the price of gold
  or what is the same thing, devaluing the dollar --
were In the air during the early thirties, and Roosevelt 
was familiar with them. He had read Salter's book, he had 
heard Lombard’s discussion of the relationship between gold 
and prices, Fisher’s ideas had been put before him, and he

Tl Warren and Pearson, Prices, op. cit., p. 164.
2. F.D.R. to H. R. Cox, 8 June 1932 (Roosevelt Library).
3. F.D.R. to William W. Farley, 1 May 1932 (Roosevelt Librai^y) .
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was familiar with the arguments of Warren and Pearson.
Roosevelt may not have been converted to the ideas of Warren
and Pearson in 1932, but he certainly was familiar with them
and with others of a similar nature.

Price "reflation" was to become a major basis of the New
Deal's recovery program. In a press conference on April 13,
1933, shortly after taking office as President, Roosevelt
stated that "the whole problem before us is to raise commodity
prices", and continued in off-the-record remarks:

The general thought Is that we have got to bring 
commodity prices back to a recent level, but not 
to the 1929 level except in certain instances.
You take, for instance, city real estate in 1929.
It was then altogether too high, and you ought 
not to bring city real estate back to the 1929 
level.... On the other hand, farm commodity prices 
were comparatively low in 1929 and have been going 
down since rather steadily for five or six years 
(sic). So that It has got to be a definitely con­
trolled inflation.... It has got to be a controlled 
price level.1

Later, in a "fireside chat" on October 22nd, Roosevelt said:
Finally, I repeat what I have said on many oc­
casions, that ever since last March the defi­
nite policy of the Government has been to re­
store commodity price levels. The object has 
been the attainment of such a level as will 
enable agriculture and industry once more to 
give work to the unemployed...to make possible 
the payment of public and private debts more 
nearly at the price le vel at which they were 
incurred...to restore a balance in the price 
structure so that farmers may exchange their 
products for the products of industry on a 
fairer exchange basis...(and) to prevent prices 
from rising beyond the point necessary to

TI F.D.R., Public Papers and Addresses, Vol. II, p. 138.
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attain these ends* The permanent welfare and 
security of every class of our people ultim­
ately depends on our attainment of these pur- 
poses.-L
The problem of nreflation” was very much under discus­

sion in 1931 and 1932, and monetary measures to achieve it 
were only one method that had been proposed.

Discussions of how to raise farm prices had been going 
on for years, for the crop surpluses of the twenties pre­
vented farmers from sharing in the prosperity of the twenties 
to the same extent as other groups. The earlier proposals 
had been based on the idea that tariffs could be effective 
in raising farm prices. The idea was to maintain a domestic 
price higher than the world price by the amount of the tariff 
plus shipping costs. Numerous methods were proposed to 
achieve this goal. The McNary-Haugen Bills, first intro­
duced in 1925 and vetoed by President Coolidge in 1927 and 
1928, were built around the "equalization fee” principle: 
a federal board would buy surplus crops at the domestic 
price and sell them abroad at the lower world price; losses 
would be met by an equalization fee paid by all producers. 
Since only a portion of the crop would be sold abroad the 
equalization fee paid by the farmer would be less than the

Ti Ibid, p. 425.
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gain from selling the major portion of the crop at high 
domestic prices. The McNary-Haugen plan was widely sup­
ported and had the endorsement of the Farm Bureau Federa­
tion. Roosevelt had written favorably of one variation of 
this plan in 1926.

A second plan ”to make the tariff effective” was the 
export-debenture plan. It proposed a bounty on exports of 
farm products to be paid In the form of ’’debentures” that 
could be used by importers in paying customs duties. The 
domestic price would be unable to fall below the world price 
plus the export bounty, while farmers who were paid the bounty 
in debentures could sell them to exporters. This plan, which 
would have raised prices to the consumer and at the same time 
offered a substantial stimulus to production of crops for ex­
port, was presented in Congress as a substitute for the 
McNary-Haugen plan in 1926 and 1927, but was not adopted.
It was endorsed by the National Grange, but its support in 
Congress came primarily from opponents of any price-raising 
plan, who supported it as a political maneuver.

A third proposal was the ’’domestic allotment” plan, 
first proposed in 1926. A portion of the crop of a primary 
agricultural product, say wheat, would be designated for 
domestic use. The government would then issue allotment
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certificates based on the amount, entitling the seller to 
collect an amount equal to the tariff on the product; these 
certificates would be issued to the farmers on the basi3 of 
their acreage. Thus the farmer would be paid an amount equal 
to the world price plus the tariff only on that part of the 
crop consumed in the United States. For any crops over and 
above his domestic allotment the farmer would obtain only 
the world price. Proposed originally by W. J. Spillman of 
the Department of Agriculture, it was modified by Beardsley 
Ruml and Professor John D. Black of Harvard to make the allot­
ment certificates transferrable,^ and modified still further 
by M» L. Wilson of Montana State College, who included a pro­
cessing tax to pay for the scheme and voluntary crop- 
restriction by the farmers in order not to increase output 
of surplus c r o p s .^ By 1932 Wilson^ version of the domestic 
allotment plan began to attract considerable attention, and 
it became the basis for several bills introduced in the last 
session of Congress under President Hoover.

While the middle west was clamoring for higher farm prices

TI Wl J. Spillman, Balancing the Farm Output (N.Y., Orange 
Judd Publ. Co., l"52V)”.

2. John D. Black, Agricultural Reform in the United States 
(N.Y., McGraw-Hill, 1929), Ch. 10.

3. M. L. Wilson, Farm Relief and the Domestic Allotment Plan 
(Minneapolis, U. of Minnesota Press, 1933); "The Voluntary 
Domestic Allotment Plan for Wheat,” Food Research Institute, 
Stanford University, Wheat Studies, Vol. 9 (Nov. 1932), pp. 
23-62; "Bounty”, Fortune, Vol. 7 (Feb. 1933), pp. 117-119.
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the Republican Administrations of Coolidge and Hoover spon­
sored cooperative marketing of farm products as a means of 
lowering costs of distribution and increasing the return to
the farmer --- a commendable long-range program, but not one
to satisfy the demand for immediate remedies --  and sought
to provide more liberal credit facilities for farmers. The 
McNary-Haugen and export-debenture plans were rejected as 
"price fixing". Nevertheless, even Coolidge and Hoover could 
find no other solution than price stabilization. In 1926 a 
government corporation was set up to buy cotton at a fixed 
price, and $10 million was appropriated for this purpose.
And in 1929 the Federal Farm Board was organized, and pro­
vided with $500 million with which to hold surpluses off the 
market by loans to cooperatives. The Board’s attempt to 
raise wheat prices was an obvious failure by early 1930, and 
its attempt to encourage voluntary acreage restriction suc­
ceeded only in arousing the ire of the farmers. The farmers’ 
organizations went back to their advocacy of the McNary-Haugen 
and export-debentures plans and the newer domestic allotment 
scheme.

While all this was going on the Governor of New York was 
concentrating on his own state and deliberately making no 
statements on questions of national policy. However, he was
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sceptical of the possibilities for success of the Federal 
Farm Board and thought that tariff reductions on manu­
factured goods was of more importance to farmers. In 1930 
he was already thinking in terms of crop reduction:

I wish you would give me your thought on a 
matter which has interested me greatly for 
a year, the economists in addition to many 
of our own practical wheat growers. Is 
there any possible device to be worked out 
along volunteer lines by which the total 
wheat acreage of the nation could gradually 
be decreased to the point of bringing it in 
line with the actual national consumption 
figures
In 1931, when interviewed for The Country Gentleman, he 

did not have much faith in any of the price-raising schemes 
and said nothing of acreage restriction. The Interviewer 
wrote:

In his opinion the debenture plan, applied 
to wheat, could possibly have worked for a time some years ago. With a worldwide over­
production of wheat and the many restric­
tions in foreign markets he does not feel it 
would work now. He believes also that the 
Federal Farm Board's stabilization attempt
defeated Its chief end --  the improvement
of the market for the American grower.
"The accumulated holdings that the Board 
acquired as a result seem to me to have per­
petuated the surplus situation and delayed the eventual adjustment," he said. "All

1. F.D.R. to W. H. Harris, 27 May 1929 (Roosevelt Library).
2. F.D.R. to A. N. Mathers, 11 Mar. 1930 (Roosevelt Library).
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such expedients for artificially sustaining 
prices or impeding the natural movement of 
commodities seem to have failed wherever 
they have been attempted.n

But if all the proposed remedies were ineffective, what was 
to be done; Roosevelt's answer was that if general pros­
perity were restored the farmers 1 main problems would be 
solved;

"Right now the farmer's well being is bound 
up with that of all the rest of us," he 
said. "The main thing needed now is to get 
trade moving again, people buying of one an­
other and selling to one another. Commodity 
prices are not likely to rise until a demand 
is created by this sort of process.
There were two reasons for Roosevelt's lack of interest 

in farm relief plans; they applied to an agricultural prob­
lem that was of minor importance in New York, and F.D.R. him­
self was more interested in long-range land-use planning. The 
great crop surpluses of the twenties and early thirties were 
largely a problem of those midwestern and southern areas that 
produced wheat, corn, cotton and other staples in large quanti­
ties. New York farmers, concentrating on fruits, dairy pro­
ducts and truck farming had little "exportable surplus" in the 
normal times of the twenties comparable to the surpluses pro­
duced in the midwest and south.^ Furthermore, Roosevelt was

T7 Pre-publication copy of interview for The Country Gentle­
man, op. cit.

2. Nevertheless, by the end of 1931 milk producers throughout 
the state and fruit growers west of Rochester were espe­
cially hard hit by the depression.
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more interested in regional planning and a long-range program 
for agricultural betterment than he was in the short-run prob­
lem of depression relief for farmers. When he was governor 
he left the latter subject for his Agricultural Advisory Com­
mission to solve. But the Commission itself had little to 
offer. In January 1932, it reported that the milk situation, 
extraordinarily complicated, should be investigated by a joint 
legislative commission. As for the problem of mortgage fore­
closures and the failure of local banks in many rural areas, 
it recommended that the Governor support four proposed mea­
sures that would permit farmers in the State to take advantage 
of the credit facilities of the Federal Intermediate Credit 
Bank for the northeastern states. The Governor immediately 
supported these two proposals and they were both enacted 
during the 1932 session of the legislature.-1-

In spite of his lack of interest in farm relief measures 
and farm price support plans, he recognized that loss of pur­
chasing power on the part of the farmer was a major factor in 
the depression. In his famous ’’forgotten man” speech in 
April 1932, he pointed out that farm purchasing power was 
greatly diminished and argued that "one of the essential 
parts of a national program of restoration must be to restore 
purchasing power to the farming half of the country”. Thus,

TT Bellush, _op. cit., Ch. 4, pp. 43-44.
2. Public Papers and Addresses, Vol. 1, pp. 625-626.
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in the 1932 campaign he turned to the domestic allotment plan 
as a solution to the problem.

It seemed to m a n y  observers in the early thirties that 
the basic problem of industry was also overproduction and sur­
pluses that were driving prices down. There was talk of the 
need to "adjust production to demand" and a number of pro­
posals were made for schemes to regulate production in manu­
facturing.

Early in 1931 Roosevelt was already thinking about pro­
posals to restrict "abnormal consumption" and "abnormal pro­
duction" during good times:

There are, of course, certain industries which, 
with a little more organizing, can put the rule 
into practice. It is even easier to do so with 
raw materials, such as oil, coal and copper.
The copper producers are all working it out 
pretty well, and the oil and coal producers are 
almost ready to follow suit. I am inclined to 
think that the same methods can be extended to 
the production of crops, such as wheat and cot­
ton, during the next decade.
These raw material industries, however, while 
they can restrict or increase production, have 
very little control over consumption. It is, 
therefore, the manufacturing industries on 
whom the real task falls. That brings up the 
question of how far the credit system should be extended to the consumer himself.

1. See Chapter Xtf for an account of Roosevelt’s speeches on 
farm problems In his first campaign for the Presidency.
After the campaign he wrote: "I hope we can get the agri­
cultural legislation through so as to start the buying 
power of the country, but I am beginning to be a bit dis­
appointed over results at the short session of the Congress." 
(F.D.R. to Joseph P. Day, 19 Dec. 1932, Roosevelt Library).
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Personally, I felt from 1922 on that the 
terrible campaign in favor of installment 
buying by the individual consumer was the 
most dangerous thing we had to contend 
with, but I must be honest in saying that
the present depression has not thrown backas many installment wares into the hands 
of the sellers as I had expected.-1-
A few months later he queried a friend, then traveling 

in Europe, about the problem of over-production. The reply
to Roosevelt’s letter suggested repeal of the Sherman Act
and giving the Federal Trade Commission power to license 
large combinations in the various industries, while produc­
tion of raw material products could be regulated by the

pstates as a conservation measure.
The most important proposal designed to stabilize in­

dustry by controlling production was made by Gerard Swope 
of General Electric Corporation in September 1931. Swope 
proposed that trade associations be set up in each industry 
and that their chief function be the establishment of codes 
of fair practice designed to stabilize prices and coordinate 
production and consumption. He felt that full reports to 
the Federal Trade Commission would serve to prevent exploita­
tion of the public. At the same time he proposed a comprehen­
sive system of social insurance to be run by the trade

1. F.D.R. to G. Hall Roosevelt, 24 Feb. 1931 (Roosevelt Library).
2. Samuel J. Graham to F.D.R., written in Vienna, 3 Sept. 1931,

mailed in Paris, 8 Oct. 1931 (Roosevelt Library). Roosevelt’s
letter to Graham is not in the Roosevelt Library, but the
form of Graham’s reply is a series of answers to queries by 
Roosevelt.



www.manaraa.com

3*2.
associations and to include unemployment insurance, old age 
pensions, workmen's compensation, and disability insurance.^ 
But the heart of the plan involved "the establishment of 
balance between production and consumption through control 
of production within the association*'.^

The lrSwope Plan" came in for a great deal of discussion 
in the succeeding months. A number of business leaders spoke 
favorably of it, as did Nicholas Murray Butler and Karl T. 
Compton.® Stuart Chase suggested that it be applied first in 
the electrical equipment industry as an e x p e r i m e n t , ^ while 
Charles P. Abbott of the American Institute of Steel Construc­
tion proposed suspension of the anti-trust laws to permit 
operation of the plan. William G-reen of the American Federa­
tion of Labor served notice that it would require the coopera­
tion of labor as an equal partner,® while Norman Thomas de­
nounced it as a "capitalistic nostrum" and later as "a kind of

Tl Gerard Swope, "Stabilization of Industry: An Address De­
livered Before the National Electrical Manufacturers As­
sociation at the Hotel Commodore, New Yoj.-k City, Septem­
ber 16, 1931" (pamphlet, privately printed, 1931).

2. "Mr. Swope's Plan Proposes** (undated broadside distributed with copies of Mr. Swope's speech, ibid).
3. N.Y. Times, 18 Sept. 1931.
4. Ibid, 20 Sept. 1931.

Ibid, 24 Sept. 1931; J. George Frederick (ed.), The Swope
Plan (N.Y., The Business Bourse, 1931), p. 120.

6. N.Y. Times, 4 Oct. 1931.
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F a s c i s m " T h e  plan was approved at its annual meeting by 
the United States Chamber of Commerce,^ which, after polling 
its members, recommended relaxation of the anti-trust laws to 
permit trade associations to regulate production and the es­
tablishment of an economic council by industry to coordinate 
the activities of the individual associations.®

Meanwhile William G. McAdoo had suggested the creation 
of a Federal "Peace Industries Board" designed to adjust 
national production to national consumption,^ and the Senate 
Committee on Manufactures set up a subcommittee headed by 
Senator LaFollette to investigate the feasibility of a National 
Economic Council designed to stabilize the economy.® Among 
other proposals for government control of industry was Justice 
Louis D. Brandsis* suggestion that control by the states could 
be based on the legal doctrine of public convenience and necessity.®

TZ T5T3, 28 Sept. 1931, and 27 Oct. 1931.
2. Ibid, 5 Oct. 1931.
3. Ibid, 18 Dec. 1931. This action represented endorsement of 

thie chief features of the Swope Plan by the membership of 
the Chamber of Commerce.

4. Ibid, 5 June 1931.
5. Ibid, 23-24 and 27-31 Oct., 3-5 and 12 Nov., 2-5 Dec. 1931.
6 * 22 M a r * 1932.



www.manaraa.com

314*
The lines were being drawn in the conflict between proponents 
of private control and government control of industrial pro­
duction.

All of this talk of planning and control was anathema 
to President Hoover. His views on planning were presented in 
f,A Twenty Year Plan for America" published in American Review 
of Reviews for July 1931. Hoover recognized that the depression 
had temporarily halted the expansion of the American economy, 
but he had "an American plan" to take care of a twenty million 
increase of population in the next twenty years. The plan en­
compassed building cities, factories, highways, parks, schools, 
colleges, churches, and other facilities to take care of the 
population increase, along with an increase of 20 percent in 
agricultural production and 25 million horsepower of elec­
tricity. "We plan more leisure for men and women and better 
opportunities for its enjoyment," said Hoover. The plan was 
to be fulfilled by American free enterprise and American initia­
tive: "This plan will be carried out if we just keep on giving
the American people a chance. Its impulsive force is the 
character and spirit of our people."b

When the Swope Plan was proposed Hoover immediately re­
jected the idea. In a memorandum written at the time he wrote:

Tl! Herbert C. Hoover, "A Twenty Year Plan for America,"
American Review of Reviews, Vol. 84 (July 1931), p. 41.
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This plan provides for the consolidation of 
all industries into trade associations, which 
are legalized by the government and authorized
to "stabilize prices". There is no stabiliza­
tion of prices without price-fixing, and this 
feature at once becomes the organization of gigantic trusts such as have never been dreamed 
of in the history of the world.... It means the 
repeal of the entire Sherman and Clayton Acts, 
and all other restrictions on combinations and 
monopoly....^
Roosevelt, on the other hand, spoke favorably of planning,

but his utterances were so lacking in specific proposals that
one wonders if he himself knew exactly what kind of planning
  other than the regional land-use planning he advocated for
New York State --  he believed In.

In his "forgotten man" address in April 1932, he spoke 
of "a plan to meet our present emergency", comparing the de­
pression emergency to World War I. He rejected government 
deficit spending as one of the "illusions of economic magic":

People suggest that a huge expenditure of pub­
lic funds by the Federal Government and by 
State and local governments will completely 
solve the unemployment problem. But It is 
clear that even if we could raise many billions 
of dollars and find definitely useful public 
works to spend these billions on, even all that 
money would not give employment to the seven 
million or ten million people who are out of 
work. Let us admit frankly that it would be only a stop-gap. A real economic cure must 
go to the killing of the bacteria in the sys­
tem rather than to the treatment of external 
symptons

Quoted in Wilbur and Hyde, _op. cit., p. 310.
2. Public Papers and Addresses, Vol. 1, p. 625.
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The essentials of a plan to meet the emergency, Roosevelt 
felt, would lie, first, in restoration of the farmer's pur­
chasing power, second, in freer credit to the farmer, home­
owner and small businessman, and third, in revised tariffs 
that would permit foreigners to sell more goods in America.1 

Roosevelt was convinced that planning was necessary if 
depressions were to be avoided in the future, but when he 
spoke in St. Paul on April 18th he was still looking for the 
proper plans and could speak only in general terms:

The plans we may make for this emergency, if 
we plan wisely and rest our structure on a 
base sufficiently broad, may show the way to 
a more permanent safeguarding of our social 
life to the end that we may in a large number 
avoid the terrible cycle of prosperity crum­
bling into depression. In this sense I favor 
economic planning, not for this period alone, 
but for our needs for a long time to come.2
Of all of Roosevelt's speeches early in 1932, the one 

that best illustrates his search for solutions to the de­
pression problem is his speech at Oglethorpe University on 
May 22nd. Heie he laid before the graduating class all of 
his basic ideas regarding long-range reforms within the 
capitalist system necessary to diminish or eliminate eco­
nomic instability. He started out with the necessity for 
planning:

As you have viewed this world of which you 
are about to become a more active part, I

T.— T5T3, p. 627
2. Ibid, p. 632
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have no doubt that you have been impressed 
by its chaos, its lack of plan. Perhaps 
some of you have used stronger language.
And stronger language is justified.1

Roosevelt pointed out that "our industrial advance11 has been 
accompanied by haphazardness,11 gigantic waste11, "duplication 
of productive facilities", "scrapping of still useful equip­
ment", "mortality in commercial and industrial undertakings", 
and "waste of natural resources". Much of this, he said,

pcould be avoided by "a larger measure of social planning".
Roosevelt spoke with scorn of "the theory that the

periodic slowing down of our economic machine is one of its
inherent peculiarities --  a peculiarity which we must grin,
if we can, and bear because if we attempt to tamper with it
we shall cause even worse ailments".

This attitude toward our economic machine requires not only greater stoicism, but 
greater faith in immutable economic law and less faith in the ability of man to 
control what he has created than I, for 
one, have.

While P.D.R. recognized that post-World War maladjustments 
and monetary problems throughout the world were important 
aspects of the problem, he thought that the most important 
phase of the problem, in the long run, would be "controlling 
by adequate planning the creation and distribution of those 
products which our vast economic machine is capable of y i e l d i n g .

1. I b i d . p. 6 4 1 .

2 .  I b i d ,  p. 6 4 2 .

3. I b i d ,  pp. 6 4 3 - 6 4 4 .
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In addition to some kind of planning, Roosevelt be­

lieved that the basic trouble was an insufficiency of 
buying power. The place to start would be an increase in 
consumption, and for the long run, a more equitable distri­
bution of income:

No, our basic trouble was not an Insufficiency 
of capital. It was an insufficient distribu­
tion of buying power coupled with an over­
sufficient speculation In production. While 
wages rose in many of our industries, they did 
not rise proportionately to the reward to 
capital, and at the same time the purchasing 
power of other great groups of our population 
was permitted to shrink....
I believe that we are at the threshold of a 
fundamental change in our popular economic 
thought, that in the future we are going to 
think less about the producer and more about 
the consumer. Do what we may have to do to 
Inject life into our ailing economic order, 
we cannot make It endure for long unless we 
can bring about a wiser, more equitable dis­
tribution of the national income.-*-

But if Roosevelt thought that planning and greater equality 
of income were basic reforms necessary to avoid future de­
pressions, he had to admit at the end of his Oglethorpe speech 
that he was as puzzled as was everyone else concerning im­
mediate plans:

The country needs and, unless I mistake its 
temper, the country demands, bold, persist­
ent experimentation. It is common sense to 
take a method and try it; If it fails, ad­
mit it frankly and try another. But above all, 
try something.^

TI TUTS, p. 645.
2. Ibid, p. 646
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While Roosevelt did not go beyond a general advocacy 

of planning in his speeches of early 1932, he did think he
knew where to start in working out plans ---- it was the
general area of consumption that he felt was crucial. If 
consumption spending were stimulated he felt that the 
economic machine could move at a more rapid pace.

He did not believe in Say’s law of markets: that pro­
duction of goods created the purchasing power with which 
to buy the goods:

I am glad that you do not believe In that 
modern school of economics which holds 
that the more you produce the more the 
public will consume, thus in effect dis­
covering the hitherto unknown method of-, 
pulling oneself up by one’s bootstraps.

Instead, he always emphasized that consumption had to be 
stimulated in any effort to induce prosperity. In his “for­
gotten man" speech in April 1932, he had pointed out that 
unless the purchasing power of the farmer were restored “ 
the wheels of railroads and of factories will not turn”
The same theme was repeated in his address at Oglethorpe

TZ P.D'.'R. to Edward N. Heath, 1 May 1930, (Roosevelt Library}.
2. Public Papers and Addresses, Vol. 1, p.626.
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University a month later.•*-

Roosevelt's search for measures to bring about recovery 
from the depression was not very successful. By the spring 
of 1932 he had not worked out anything mar e than a few gen­
eral ideas. He had dabbled in proposals to manipulate the 
price of gold and knew what they meant, and he was aware of 
proposals for "reflation" of the price level. But schemes 
to raise farm prices did not find Roosevelt an enthusiastic 
supporter in spite of his belief that the purchasing power 
of the farmer had to be increased. He had inquired into

1. Roosevelt knew of the work of William T. Poster and
Waddill Gatchings which had begun to attract attention 
in the late twenties and early thirties. At least two 
copies of their The Road to Plenty were sent to F.D.R. and he expressed a favorable i'n't'ere'st in their work.
(R. J. Caldwell to F.D.R., 3 July 1928; F.D.R. to Cald­
well, 23 July 1928, Roosevelt Library. Governor Ralph 
D. Brewster (Maine) to F.D.R., 4 Dec. 1928, Governors’ 
Conference - General file, Official Papers). Foster 
and Catchings were of that economic "underworld" of 
unorthodox thinkers that never is appreciated by con­
temporaries. Seeking an explanation of periodic over­production, they found it in the inability consumption 
to keep pace with production: full employment could be
maintained only if profits and savings were immediately
spent for consumption goods --  otherwise the demand for
commodities would be inadequate. This was not their most important contribution, however; they developed 
the concept of the circuit flow of money, which empha­
sized that purchasing power must continue flowing from 
producer to consumer to producer if production were to 
continue at a high level. In this they anticipated a 
major element in the modern economics of national income. 
These views were worked out in Money (Boston and N.Y., 
Houghton Mifflin, 1924) and Business Without a Buyer 
(Boston and N.Y., Houghton Mifflin, 1927).
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the idea of "adjusting production to consumption", but took 
no part in the discussions about whether that job should be 
undertaken by the government or by private industry. It was 
not until the campaign of 1932 that he spoke In favor of 
industry-sponsored plans. Roosevelt did speak favorably of 
planning to promote recovery and prevent future depressions, 
but he spoke only in the most general terms. Of one thing 
he was certain, however: a workable recovery plan would have
to start with stimulation of consumption, especially by the 
farmer, while underlying his whole altitude was a willingness 
to experiment with any proposals that seemed sensible.
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CHAPTER XIV 
THE "BRAIN TRUST"

In preparation for the 1932 campaign Roosevelt brought 
together a group of expert advisers that later was dubbed 
"the brain trust". Originally devoted to the drafting of 
speeches and statements, it developed during the campaign 
and after the election into a continuing "seminar" on mea­
sures applicable to the depression emergency. It had no­
thing to do with the getting of votes and the building of 
political fences, but concentrated on basic policy matters. 
Although it had a core of permanent members, many persons 
were called in for special purposes from time to time.

Roosevelt's official family was organized on a func­
tional basis and special efforts were made to prevent an 
overlapping of authority. Among F.D.R.'s closest advisers 
were Louis Howe, his faithful general handyman, and Basil 
O'Connor, his law partner. In 1932 Howe and O'Connor were 
constantly consulted on political matters and at times on 
policy matters. In charge of the gathering of delegates and
votes --  the job of getting Roosevelt nominated and elected
  were Edward J. Flynn, political boss of the Bronx, and
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James A. Farley. These two men worked closely with Howe.
None of these men, however, were equipped to do the necessary 
job of developing policies for the depression emergency, both 
for use aa campaign material and for presentation to Congress 
by the new administration.

The original "brain trust" was composed of Samuel I.
Rosenrnan, counsel to the Governor, and Columbia University pro­
fessors Raymond Moley, Rexford G. Tugwell and Adolf A. Berle. 
Rosenrnan, who had a vast know]e dge of New York State politics,
tended to devote himself to political affairs rather than
economic policy after Roosevelt’s nomination, while at the 
time he was moving out of the "brain trust" picture Hugh S. 
Johnson was moving in. But the major members of the group 
remained Moley, Tugwell and Berle.

These men had the job, at first, of drafting speeches 
for the pre-convention campaign for the presidential nomina­
tion. In performing this function they did not foist upon 
Roosevelt ideas that were new to him, but rather sought to 
help the Governor "crystallize his own ideas and inclinations, 
reflect them accurately, extend them where necessary, and pre­
sent them congruously"."*■ Moley described how F.D.R.’s speech 
accepting the nomination was written;

T~. Raymond Moley, After Seven Years (N.Y., Harper and Bros., 
1939), p. 6.
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Its preparation was the work of weeks. Hence, 
immediately after his return from Warm Springs 
the two of us began a conversational review of 
the ideas that had been presented to him in 
the meetings at Albany and In the memoranda of 
May 19th. Prom these two or three talks I was able to get a general notion of what ideas he 
wanted to emphasize and what to play down....
He asked me, early in June, to prepare a speech 
memorandum containing an exposition of the ideas 
he wished to make his own...
The result was a document In speech form approxi­
mately nine thousand words long. While it was 
taking shape, I consulted him frequently by tele­
phone and in person. I also showed parts of it 
to Rex (Tugwell), Adolf (Berle), Sam (Rosenrnan), 
and Louis (Howe), asking for their advice on one 
point or another....
When I had finished, in the third week of June,
I took the document to Albany. The Governor 
read it with care, making penciled corrections here and there and indicating, in the margins, 
points that he wanted to strengthen, passages 
to “boil”, as he phrased it, and things that 
should be omitted for the sake of brevity. This 
draft I took back to New York, where I revised 
it in accordance with his instructions.1

Samuel I. Rosenrnan, who remained a “ghost-writer” for Roose­
velt longer than anyone else, has given a vivid description 
of the interaction between Roosevelt and his writers in the 
production of a major address.^ The process Included numer­
ous drafts, each one of which was gone over carefully by 
Roosevelt, who often wrote sections of the speech himself,

Tl "Ibid, pp. 26-27.
2. Samuel I. Rosenrnan, Working With Roosevelt (N.Y., Harper 

and Bros., 1952), pp~ 3-107
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argued, vigorously over certain points with his writers, and
in the end had the last word. As Rosenrnan put it:

I do not mean to imply, of course, that any 
of the people who helped in the preparation 
of speeches would try to impose their own 
views on the President or to slip them in.
Even if they had tried, they would have 
failed. We always informed him of any con­
trary view expressed to us by one of his as­
sociates, and it would he fully and frankly 
discussed....
The President would listen and he would argue.
When the reasons had all been given, and he 
had heard all our own arguments, it was he 
who would make the final decision.

Rosenrnan acknowledged that the speeches as finally delivered
were Roosevelt’s, no matter who the "collaborators” were:

He had gone over every point, every word, 
time and again. He had studied, reviewed, 
and read aloud each draft, and had changed 
it again and again, either in his own hand­
writing, by dictating inserts, or making de­
letions. Because of the many hours he spent in its preparation, by the time he delivered a speech he knew it almost by heart."
The members of the "brain trust" --  or at least the im­

portant ones who did more than merely provide information on a 
special problem --  were chosen because they reflected Roose­
velt’s own viewpoint. Ernest K. Lindley, who himself largely 
wrote the Oglethorpe Commencement Address of May 22, 1932,® 
wrote that

1. Ibid., p. 9.
2. Ibid., p. 11.
3. Ibid., p. 65.
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Mr. Roosevelt had developed his political 
philosophy long before the depression be­
gan and long before he met any member of 
his brains trust. The brilliant gentlemen 
in that group were among those who helped 
to apply Mr. Roosevelt's philosophy to the 
specific conditions of 1932-33* Mr. Roose­
velt did not recruit his professorial ad­
visers to provide him with a point of view; 
he drew them to him because their point of 
view was akin to his own.-1-

Moley is in accord with Lindley1s view,^ and Rosenrnan agrees
that Roosevelt chose advisers and speech writers who shared
his views.3

The key men of the "brain trust" ---  Raymond Moley,
Rexford G-. Tugwell, and Adolf A. B e r l e  were all then
teaching at Columbia University. Of these men Moley was a 
political scientist, Tugwell an economist, and Berle a lawyer 
who had delved deeply into economics. All three were agreed 
that the Federal Government must take a more positive role 
in economic life.

Of the three men, Tugwell has been most closely associ­
ated with that idea. Born in 1891 in western New York, he 
had a career of teaching economics at the University of Penn­
sylvania, the University of Washington, and Columbia. As a

Tl Ernest K. Lindley, The Roosevelt Revolution: First Phase, 
(N.Y., Viking Press*]! 1933), pi 71 Lindley did not offer 
an explanation of Roosevelt's political philosophy.

2. Moley, ojc. cit., p. 13; personal interview, 20 Jan. 1953.
3. Rosenrnan, cvg. cit., pp. 10, 58.
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student he had come under the influence of Simon N. Patten, 
vigorous critic of the orthodox economics of the early twen­
tieth century.1

The major theme that ran through TugwellTs writing in 
the twenties and early thirties was that modern industrial 
techniques and the application of scientific knowledge to 
industry made possible the development of a true economy of
abundance --  and that such a trend could be greatly advanced
by rationalization of inaustry under the leadership of govern­
ment . In Industry^ Coming of Age he presented a detailed ac­
count of the trend toward increased productivity and its causes 
and made an eloquent plea for further advances along that line.^ 
He argued that large-scale operations and the combination move­
ment had contributed to increased productivity by effecting 
large swings and superior coordination and that large-scale 
enterprises should, therefore, be encouraged. "The productive 
mechanism under integration of industry", If wisely managed,

17 ^Patten had studied at Halle and had been strongly influ­
enced by German "Socialism of the Chair". He brought back 
a strong belief that modern industry could provide a good 
life to everyone. In The Theory of Prosperity (1902) he 
declared that every worker should share in the "social sur­
plus" and had a right to comfort, recreation and cleanli­
ness and to relief from conditions over which he had no 
control, such as unemployment, crop failure, or accidents. 
Although he emphasized government intervention to develop 
natural resources and thereby increase the social surplus, 
he would limit government action to that role. (See Dorfman, _op. cit., pp. 184-186).

2. Rexford G. Tugwell. Industry1s Coming of Age (N.Y., Har- court, Brace, 1927).
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"can adjust the flow of materials into its plants, and out of 
them into the hands of consumers, in as nearly perfect a 
fashion as our facilitating mechanisms are prepared to allow".  ̂
Trade associations should likewise be encouraged: they could
facilitate exchange of information and set higher standards 
for the industry involved. According to Tugwell, combination 
was not something to be abhored, as in the Louis D. Brandeis 
fashion, but should be encouraged insofar as it increased pro­
ductivity and rational use of resources.

The maturity of industry and its moving away from compe­
tition to combination and rationalization made voluntary or 
automatic controls inadequate. "Government controls ought to 
be brought to bear where voluntary ones break down, where, in 
fact, the interests of the public conflict with those of a

Osuper-coordinated industry." Rationalized industry should 
be encouraged and made to serve social rather than individual 
ends, argued Tugwell, and we must take advantage of social 
rather than selfish motives in the interest of a better moral 
world. All of this could be achieved only if there were a plan 
for the reasonable but forceful shaping of industry to the 
needs of society.3

Tugwell developed an explanation of the depression derived

T~. Ibid, p. 118.
2. Ibid, p. 224.
3. Ibid, p. 267.



www.manaraa.com

329.

from his theory of increasing productivity and the economy 
of abundance. In "The Principle of Planning and the Institu­
tion of Laissez Faire"-*- he placed particular emphasis on 
scientific management and integration of industrial processes 
as a means of promoting abundance, but pointed out that the 
economy was not ready for the flood of goods produced:

If we. had had eyes to see the Implications of 
Taylor's work we should have known that the 
vast expansion of production which must follow 
would clog all the old channels of trade, swamp 
the mechanisms of an artificially limited com­
merce, and end in a period of violent recon­
struction .2

Tugwell followed this overproduction-underconsumption explana­
tion of the depression with the argument that a policy of 
laissez faire was "anachronistic" In an economy of scientific 
management, that "confusion and disorder will prevail whenever 
the wilful pursuit of business privileges, as we still know 
them, chokes the smooth Interchanging flow logically belonging 
to the system of industry...."^ Planning was the solution to 
the problem, and Tugwell advocated creation of a national

1. Rexford G. Tugwell, "The Principle of Planning and the 
Institution of Laissez Faire," American Economic Review, 
Vol. XXII, No. 1 (March 1932, Supplement"), pp. 75-92.

2. Ibid, p. 87. Frederick W.Taylor was the originator of 
one of the best-known systems of scientific management 
in industry. See Chapter IV for F.D.R.'s early views on the subject.

3. Ibid, p. 88.
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economic council to act as a planning agency.^

In addition to advancing productive efficiency, Tugwell 
argued that accumulation of undistributed corporate surpluses 
was an important cause of overproduction-underconsumption. 
Business firms accumulate surpluses as a defense against bad 
times, but this prevents the reduction of prices and increase 
in real purchasing power that could avoid bad times, he 
argued.̂

Tugwell summed up his views on planning in The Industrial 
Discipline and the Governmental Arts, published in 1933.® In 
it he argued that an effective system of planning by the Fed­
eral government could be instituted within the existing consti­
tutional and institutional framework. Some changes would be 
needed: Federal incorporation of business firms, a tax on
undistributed profits to drive them into the capital market

T. Ib' id, pp. 89-90. This recommendation was repeated in a 
memorandum written by Tugwell for Roosevelt during the 
1932 campaign. Tugwell conceived of experts on the coun­
cil estimating the demand for products and then basing 
production programs upon those estimates. Once the coun­cil was set up the Federal government should repeal the 
anti-trust laws and permit each industry to form regional 
groups to carry out the program of coordinating produc­
tion and consumption. Tugwell thought that the council 
should at first be advisory, but that government leader­
ship was essential. Rexford G. Tugwell, "Economic Coun­
cil" (handwritten memorandum, undated), Raymond Moley Papers, #35/1.

2. Rexford G. Tugwell, "The Theory of Occupational Obsoles­
cence," Political Science Quarterly, Vol. 46, No. 2 
(June 1931')', pp. 171-227.

3 Rexford G. Tugwell, The Industrial Discipline and the 
Governmental Arts (N.Y., Columbia University Press, 1933).
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where their allocation could be controlled, and a central 
governmental agency to draw up production plana and fix prices 
in conjunction with trade associations in the major industries. 
Using these instruments the private business system could be 
coordinated and directed toward the attainment of higher out­
put and greater productivity.

Tugwell*s views echoed a number of ideas held by Roosevelt, 
although Tugwell expressed them: in greater detail and with 
greater vigor than did F.D.R.: the growing maturity of the
American economy, underconsumption-overproduction as the root 
of the depression, the value of planning to achieve a better 
life. Most important, both men saw the need for a Federal pro­
gram that would stabilize the economy and inevitably mean re­
jection of the laissez-faire ideal,

Adolf A. Berle, Jr., made a different type of contribu­
tion to the deliberations of the brain trust. Brought in 
originally as an expert on credit and corporation finance, he 
contributed a wealth of information on the concentration of 
economic power that supplemented both Tugwell's ideas on 
planning and Roosevelt's aversion to the financiering, irre­
sponsible business leader.

Berle was born in Ohio in 1895. He graduated from Harvard 
at the age of eighteen and from law school at twenty-one. After

T~. Ibid, pp. 200-216.
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working in Louis D. Brandeis1 law office he served in the 
army in World War X and was later fen expert on the staff of 
the American Commission to negotiate peace with Germany. 
After World War I he lectured on finance at Harvard and 
taught law at Columbia. While in the latter post he was re­
cruited by Moley for the "brain trust".

Berle had just completed, with economist Grardner C. 
Means, The Modern Corporation and Private Property, when he 
began working with Roosevelt. That work was an elaborate 
description of the structure and c ontrol of the modern cor­
porate system. It showed that over 38 percent of all busi­
ness wealth, apart from banking, was concentrated in the 
hands of only 200 giant corporations and that those corpora­
tions were in turn dominated by small groups of managers or
financiers. The vast number of stockholders --  the nominal
owners  had lost control of their property through the use
by management of loose charters of incorporation, voting 
trusts, non-voting stock, the holding company, and other 
legal devices. "Control is maintained in large measure apart 
from ownership" in the 200 largest non-financial corporations 

The rise of the giant corporation and the separation of 
ownership and control had important implications, according 
to Berle and Means. In the first place, the traditional

1~, Adolf A. Berle and Gardner C. Means, The Modern Corpora­
tion and Private Property (N.Y., Macmillan, 1932), p. 345
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doctrine of the role of profits in the economy had to be 
amended. In the nineteenth century the manufacturer or 
businessman owned real property, as distinguished from paper 
claims to property; he lived near his business and generally 
carried direct responsibility in management; the profits ac­
crued to him and motivated his business decisions. But under 
the new corporate system the owners, having given up the re­
sponsibility of management, no longer were the sole recipients
of profits --  the management function began to be a recipient
of profit. The clear motivation of profits had become blurred 
and the traditional theory of profit motivation could no longer 
be maintained.

In the second place, the traditional theory of private 
property was changing. The owners, having given up the re­
sponsibility of management, were not solely entitled to pro­
fits; nor should the interests of the managers be dominant, 
for they generally held only a very small ownership interest 
in the corporation. The rise of the giant corporation had 
brought to the fore the claims of the community as a whole,
and the corporation must serve the interests of all society:

Neither the claims of ownership nor those of 
control can stand against the paramount in­
terests of the community.... It remains only
for the claims of the community to be put
forward with clarity and force.l

TI lT5id, p. 336.
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Berle and Means did not discuss the role of government 

In the situation they described. Indeed, they did not speci­
fy In any detail the kind of action required to meet the 
problems they had raised. But one implication of their argu­
ment is clear: if the profit motive no longer acts as a spur
to private enterprise in the manner in which it is supposed 
to act, and If the public Interest in the affairs of large 
corporations has become vital, there must be some substitute 
for the profit-price system. It is at this point that the 
ideas of Berle and Tugwell dovetailed. Tugwell’s belief In 
rationalization and government planning provided the solution 
to the questions raised by Berle and Means. His concept of 
planning was a logical supplement to BerleTs analysis of the 
modern corporation, although in The Modern Corporation Berle 
did not take that position.

In a later book Berle accepted the Implication of his
analysis --  that substantial government intervention was
necessary In order to protect the public interest. In Liquid 
Claims and National Wealth (co-authored with Victoria Pederson) 
It was pointed out that the proportion of paper claims to 
wealth (securities of various sorts) had increased In recent 
years at a rate much faster than national wealth had increased. 
The rise in Importance of liquid claims to wealth meant that a 
decline in their value could have a depressing effect on busi­
ness. Such a decline may result from the operation of natural
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forces in the economy and. have disastrous results:

The operation of so-called "natural" forces 
is perhaps theoretically healthy from the 
technical point of view of economics. But 
they may make life and government and social 
order impossible. It is then not a question 
of permitting the natural forces to operate; 
to do so might bring down the whole structure.

The authors rejected "a mere laissez-faire policy" of per­
mitting private interests to take the only steps to protect 
the community, and called for a conscious policy "to diminish 
the necessary area of liquidity".^

Berle cogently summed up his viewpoint in an article in 
the New York Times Sunday Magazine in the fall of 1933. lie 
recognized that the "old economic forces still work and they 
do produce a balance after a while. But they take so long 
to do It and they crush so many men in the process that the 
strain on the social system becomes intolerable". He charac­
terized the New Deal as a "gigantic attempt to mold an in­
dividualist, capitalist system into a directed economic effort",
not by revolution but by "the more difficult course of modera-

3tion and rebuilding".
The other members of the brain trust can be treated in 

more summary fashion, for they con-

1~. Adolf A. Berle and Victoria J. Pederson, Liquid Claims and. 
National Wealth (N.Y., Macmillan, 1934), p. 73.

2. Ibid., pp. 196-197.
3. Adolf A. Berle, "The Social Economics of the New Deal," N.Y. Times, 29 Oct. 1933.
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tributed leas to the economic thought of F.D.R. Raymond 
Moley was one of the original members of the "brain trust";
indeed it was he who brought Tugwell and Berle to the atten­
tion of Roosevelt early in the spring of 1932. Moley had 
been born in Ohio in 1886, and after graduating from college 
became a school teacher in his native state. However, he 
found time to attend Columbia University and during World 
War I he taught at Western Reserve University. In 1923 he 
went to Columbia to teach government and became a professor 
of public law in 1928. His special field of knowledge was
crime and the administration of justice: he was a consultant
for crime surveys in Illinois, Pennsylvania and Virginia 
during the twenties and held the post of research director 
of the New York State Crime Commission In 1926 and 1927.
When Governor Roosevelt was looking for experts to staff his 
Commission on the Administration of Justice in 1931, Moley 
was a logical choice, and he became research director of t he 
Commission. From that post he gradually became a closer ad­
viser of the Governor and in 1932 got together with Basil 
O'Connor and Samuel I. Rosenrnan to recruit the "brain trust".

Moley's function in the group was more that of a catalyst 
and organizer than originator of economic policies. His spe­
cial ability was to keep the discussions of the group relevant 
to the current political situation, and his knowledge of
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government was Invaluable to the others. Roosevelt’s con­
versation with Moley just before F.D.R. left for the 1932 
Governors* Conference illustrates Moley's role in the "brain 
trust". Roosevelt wanted the group to work out material for 
use in the coming campaign, and told Moley:

Rex(Tugwell) could go on with his farm thing, 
though he'd be good on other things too.
Berle could work up something on debt and 
finance; you know --  RPC and mortgage fore­
closures and the stock market. And you put 
in whatever you want to and pull the whole 
thing together so it makes sense politically.
In addition to Moley, Tugwell and Berle, Samuel I.Rosenrnan 

and Basil O'Connor often took part In the discussions of the 
"brain trust" with Roosevelt prior to P.D.R.'s nomination, but 
when the job of the group became less and less that of writing 
speeches and more and more that of exploring the unknown ground 
of anti-depression policy, they gradually dropped out. Their 
place was filled, after the nomination, by Hugh S. Johnson.

Johnson was born in Kansas in 1881, went to West Point 
and served in the Army until 1919. It was he who wrote and 
administered the World War I draft act. After the war he 
joined with George N. Peek in running the Moline Plow Company 
and in developing one of the earliest plans for relief of ag­
riculture In the post-war period. He allied himself with

1. Moley, ojo. cit., pp. 21-22.
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with Bernard M. Baruch in 1929 and is reputed to have been 
one of the "bears” who anticipated the stock market crash 
of that year. In 1932 he was one of Baruch's assistants in 
the "stop Roosevelt" movement at the Democratic convention, 
but immediately offered his services to the successful candi­
date. A businessman and speculator, he had little interest 
in the reforms advocated by Berle and Tugwell, but he did 
feel that substantial aid to agriculture and a rebuilding of 
consumer purchasing power were essential to recovery. His 
special talent was a vigorous, colorful prose style; his 
major contribution to the "brain trust" was incisive analysis 
of the Hoover policies.

These, then, were the "brain trusters" ---  Moley, Tugwell
Berle, Rosenrnan, O'Connor, Johnson. Their first job was to 
prepare campaign materials for Roosevelt, but they soon dis­
covered that a basic policy to meet the depression emergency 
had to be developed de novo. There were few guideposts to 
policy for them to follow, since the more orthodox economists 
had not integrated into their thinking the modern economic 
trends that had so impressed Berle and Tugwell. Thus, the 
job of developing economic policies to meet the problems of

T7 Among the economists and other experts who contributed 
material to the discussions of the "brain trust" were 
Lindsay Rogers, James W. Angell, Frederick C. Mills,
Joseph D. McGoldrick, Schuyler Wallace, Howard L. McBain, 
M. L.Wilson, Ralph Robey and many others. (Moley, op. cit 
passim).
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Industry, agriculture, labor and financial institutions had 
to be started from the beginning. And if the candidate were 
fully to understand the policies, if he were to make them 
truly his own, he would have to take part in the discussions 
himself. The most Important member of the "brain trust" was 
Roosevelt himself.

Moley has described the meetings at Albany between Roose­
velt and his advisers:

The routine was simple enough. Sam (Rosenrnan),
"Doc"(0'Connor), and I would take one or two 
men on the late-afternoon train to Albany, ar­
riving in time for dinner. The talk at the 
table would be pleasant, casual and generally 
inconsequential. But once we had moved out of 
the dining room to the study... random talk came 
to an end. Roosevelt, Sam, or I would throw a 
question at the visitor, and we were off at an 
exciting and exhausting clip.
The Governor was at once a student, a cross- 
examiner, and a judge. He would listen with 
rapt attention for a few minutes and then break 
in with a question whose sharpness was charac­
teristically blurred by an anecdotal introduc­
tion or an air of sympathetic agreement with 
the speaker. Sooner or later, we would all 
have at the visitor, of course. But those 
darting questions of Roosevelt's were the ticks 
of the evening's metronome. The intervals be­
tween them would grow shorter. The questions 
themselves would become meatier, more informed
  the infallible Index to the amount he was
picking up in the evening’s course....
By midnight, when the time came to dash for the 
train to New York, Sam, "Doc" and I would be 
done in; the visitor (who would not realize for 
some days, in most cases, that he had been 
squeezed dry) would look a trifle wilted; and
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the Governor, scorning further questions, would 
be making vigorous pronouncements on the subject 
we had been discussing, waving his cigarette 
holder to emphasize his points.
This performance we repeated again and again 
through the spring and summer....!

Tugwell has described the same series of conferences, calling
them "the preparation of a president", and emphasizing that
many times the participants were investigating areas that had
not previously been definitively studied. He points out that
both Roosevelt and the brain trusters were trying to find
answers ---  that were not forthcoming ---  to the depression
problem.

Mr. Roosevelt's mind was struggling all these 
months, evidently to crystallize some program 
which would be more than the re-establishment 
of old institutions and their reform. We did 
not supply it for him; and he could not put it together from what he had available or what 
anyone else should supply. This was the one 
needful thing; and he could not dig it out of 
us.2

This failure was not due to lack of study, however:
He often got down in the scholar's dirt with 
the rest of us and worked, worked hard at the 
specific task of knowing what government at 
Washington had to be and to do in the circum­
stances which were looming up. This work was 
by no means always relevant to campaigning.
And it never seemed to him overeasy to learn, 
nor did the solutions he examined appear to

Mo'ley, _oj3. cit., pp. 20-21.
2. Rexford G. Tugwell, "The Preparation of a President," 

Western Political Quarterly, Vol. 1, No. 2 (June 194-8), 
pp. 138-139.
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have the satisfactory simplicity of common 
sense. The whole process was quite like that which every true scientist faces at some time 
or other when he finally reaches the bound­
aries of what is known.-*-

Rosenrnan points out that "Roosevelt had nearly always read
something on the subject, and usually had some undigested
opinions about it. He did not hesitate to express them and

M  pto invite criticism".^
These meetings performed several functions. In the

first place, they enabled Roosevelt to clarify his own
thinking on the major economic problems, tendencies, and
forces of the time. Secondly, they brought him up-to-date
on most viewpoints and proposed solutions for the problems;
there were few proposals that the "brain trust" discussions
seem to have missed. In the third place, they opened up new
avenues of policy that had not been considered previously.
As Rosenrnan put it,

Sometimes we differed among ourselves. Then 
our ideas and arguments, pro and con, would 
be "batted out" before him (Roosevelt), dis­
cussed and debated. New lines of thought 
would be stimulated. It was the kind of "home­work" in governmental thinking which Roosevelt 
enjoyed, which he used a great deal in the 
White House, and from which he always profited.
Out of it his own thinking was brought into 
sharper focu3. Sometimes it knocked down newly 
formed Ideas of his own; sometimes it opened up 
entirely new avenues which would later broaden into action.3

1. Ibid, pp. 139-140.
2. Rosenrnan, op. cit., p. 63.
3. Ibid.
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When Roosevelt went on a vacation to Warm Springs in

April 1952, he asked his "brain trust" to continue working
in his absence. The object was to prepare memoranda on
various phases of the economic problem, developing specific
measures that could be the basis of an effective program for
Roosevelt to consider and upon which he could build, A
series of memoranda were developed by the group and carried
to Roosevelt at Warm Springs by Rosenrnan on May 19th. The
preparation of these statements forced the "brain trusters"
to define their basic beliefs, to work out the fundamental
base on which any coherent policy must rest:

First...we proceeded on the assumption that 
the causes of our ills were domestic, internal, 
and that the remedies would have to be Internal, 
too.
Second was the belief that there was need not 
only for an extension of the government’s regu­
latory power to prevent abuses (stock market 
regujla tion and the abolition of child labor, 
for instance) but for the development of con­
trols to stimulate and stabilize economic ac­
tivity ("planning" for agriculture and the 
concentration of great powers in the Federal 
Reserve Board, for instance). The former, de­
signed to curb economic power and special 
privilege, did not depart in principle from 
the lines of policy laid down in the adminis­
trations of Theodore Roosevelt and Woodrow 
Wilson. But the latter carried us pretty far 
from ancient moorings.
Third, was the rejection of the traditional 
Wilson-Brandeis philosophy that if America 
could once more become a nation of small 
proprietors, of corner grocers and smithies



www.manaraa.com

343.
under spreading chestnut trees, we could have 
solved the problems of American life. We 
agreed that the heart of our difficulty was 
the anarchy of concentrated economic power....
We believed that any attempt to atomize big 
business must destroy America's greatest con­
tribution to a higher standard of living for 
the body of its citizenry --  the develop­
ment of mass production. We agreed that 
equality of opportunity must be preserved.
But we recognized that competition, as such, 
was not inherently virtuous} that competition 
...created as many abuses as it prevented.
The memoranda of May 19th were used extensively in 

preparation of P.D.R.'s nomination acceptance speech, as 
well as other major speeches of the campaign.2

But while the memoranda of May 19th may have defined 
a set of basic assumptions and beliefs, the anti-depression 
policies developed in them were of limited value; they at­
tacked the problem in piecemeal fashion by suggesting re­
medial action for specific areas in the economy where weak­
nesses had shown up, rather than an over-all program that 
would get to the heart of the depression problem. Many of 
the suggested remedies were long-range reforms that would 
not have important immediate effects.

Tugwell, for example, wrote a memorandum on *'Inter­
national Economic and Financial P o l i c i e s . T h r e e  issues

TT Moley, op. cit., pp. 23-24.
2. Interview with Raymond Moley, 20 Jan. 1953.
3. Raymond Moley Papers, #52/4. Mr. Moley has very kindly 

given me access to the memoranda written by the brain 
trusters which remain in his possession.
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in that general area, he argued, were of dominating impor­
tance: tariffs, intergovernmental debts and international
monetary problems. High tariffs, it was felt, were a major 
cause of the world depression, and the United States should 
take the lead in negotiating reciprocal tariff reductions.'*' 
Such a policy would reduce the burden on distressed consumers, 
lower costs of production both for industry and the farmer, 
and stimulate e x p o r t s T h e  intergovernmental debts that 
were a heritage of the first World War were, in Tugwell1s 
view, a second major source of the world depression,3 and 
the United States should be willing to reduce them in ex­
change for reduction in the German reparations and disarma­
ment.^ As far as international monetary problems were con­
cerned, Tugwell felt that sound currencies were indispensable
and that a quick return to the gold standard by nations that

5had left it was essential. He also suggested an international 
conference to work out methods of averting financial dangers 
in the world economy0 and cooperation between central banks 
to prevent flights of capital.^

T7 Ibid, pp. 1-2.
2. Ibid, pp. 3-4.
3. Ibid, p. 4.
4. Ibid, p. 6.
5. Ibid, p. 8.
6- Ibid, p. 8.
7. Ibid, p. 9.
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Meanwhile Berle and Louis Faulkner recommended a number 

of long-range reforms which were designed to strengthen the 
economy against the threat of future depressions. They sug­
gested publicity of corporate finances and of stock transac­
tions by officers or directors of corporations,! control by 
a federal board over issuance of new securities,^ and the de- 
velopment of branch banking to strengthen the banking system.
They also recoiimiended federal regula tion of large corporations 
where two or less controlled more than 50 percent of an in­
dustry,^ and a system of old-age, sickness and unemployment
i n s u r a n c e .  ̂ in the international field, they felt that Russia 
offered a large market for both manufactures and farm products6 
and that international negotiations could result in reduction 
of war debts owed to the United States in exchange for European 
tariff reductions and reduction in reparations.^

IT The Long View,'1 fragment of a memorandum by A. A. Berle, Jr.,and Louis Faulkner, p. 29. Raymond Moley Papers, #34/l.
2. Ibid, p. 31. This recommendation was not spelled out in detail.
3. Ibid, p. 32.
4. Ibid, p. 33. This proposal was also very vaguely defined.
5. Ibid, p. 34.
6. Ibid, p. 35-36.
7. Ibid, p. 36-37.
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Although the depression remedies proposed by the brain 

trusters were not comprehensive in nature, some thought was 
given to broad factors contributing to the depression. Tug­
well, for example, felt in 1932 that disparities among groups 
of prices were most responsible for continuation of the de­
pression. As he explained it, during periods of stability 
each group in the economy produces some good or performs some 
service which has a price that will permit others to buy that 
product with the revenues derived from their production. How­
ever, when there is a rapid change in the general price level 
some prices change more than others, thereby upsetting the 
previous relationships and reducing the buying power of some 
groups. He felt that in 1932 the economy was adjusting to a 
price level lower than that of the late twenties and the malad 
justments accompanying that movement were the factors that pre 
vented recovery in business activity. On one side retail 
prices and public utility rates were too high, while on the 
other side agricultural prices were too low. General infla­
tion was not the answer, but rather an adjustment that was 
controlled and planned.

TT Rexford G. Tugwell, “Notes Prom a New Deal Diary,” type­
script in the Roosevelt Library, pp. 27-29, entry for 28 
Dec. 1932. This is a contemporary statement. Mr. Tugwell 
has not authorized direct quotation; the summary above is 
a close paraphrase of his statement. The vagueness of the summary is a reflection of the vagueness of the original.
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Tugwell was obviously groping both for reasons why the 

depression continued and for broad remedies. His failure, 
and the failure of the other brain trusters, to find proper 
answers led them into depression remedies that sought to im­
prove conditions in particular areas of the economy --  such
as agriculture; or to solve particular problems --  such as
mortgage foreclosures on homes or the financial difficulties 
of the railroads.

But if the brain trusters failed to find a basic theme 
around which to build a coherent anti-depression policy, they 
were merely reflecting the inability of the economics pro­
fession as a whole to do it. Among economists there was no 
generally accepted explanation of the causes of depressions
  systematic study of the problem was still quite recent--
and consequently there were no easily recognizable policies 
that could be followed. Roosevelt and the brain trust found 
themselves trying to do in a few short months what the 
economics profession should have been doing for decades.
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CHAPTER XV 
THE CAMPAIGN OF 1932

Throughout the 1932 campaign Roosevelt castigated Hoover
for doing nothing about the depression, which, according to
F.D.R., Hoover's policies had helped to bring on. Typical of
these attacks was Roosevelt’s campaign speech at Columbus,
Ohio, on August 20;

So I sum up the history of the present Admin­
istration in four sentences:
First, it encouraged speculation and over­
production, through its false economic poli­
cies.
Second, it attempted to minimize the crash 
and misled the people as to its gravity.
Third, it erroneously charged the cause to 
other Nations of the world.
Andfinally, it refused to recognize and cor­
rect the evils at home which had brought it 
forth; it delayed relief; it forgot reform.1

This was the theme of the whole Democratic attack on Hoover, 
reiterated again and again during the campaign. The attack 
reached its peak in Baltimore on October 25th, when Roose­
velt characterized his four points of criticism as "the 'Four 
Horsemen' of the present Republican leadership: The Horsemen

T» F.D.R., Public Papers and Addresses, Vol. I, p. 677.
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of Destruction, Delay, Deceit, Despair".•*-

Nevertheless, in the field of promoting recovery from the 
depression the Hoover administration was not inactive, although 
its policies seem quite rnild when compared with those of the 
New Deal. Hoover did not stand idly hy, but took positive ac­
tion. Immediately after the crash of 1929 he sought to pro­
mote voluntary cooperation in maintenance of business capital 
expenditures, stabilization of wage rates, and a shortening 
of the work week. The Reconstruction Finance Corporation 
sought to provide capital to hard-hit business firms, espe­
cially banks, railroads and insurance companies; and thi3 
was certainly positive government action to strengthen the 
credit structure. At the same time the Federal Reserve Sys­
tem sought to help by making large open-market purchases.
For agriculture, the Federal Farm Board tried to raise prices 
of staple crops by buying surpluses in the market, and this 
experiment served to indicate that price-raising schemes that 
did not entail production restriction were doomed to failure. 
Finally, the annual deficits that Hoover abhorred and Roose­
velt condemned represented positive anti-depression action, 
albeit unwilling, on the'part of the Hoover administration.

The Hoover policies can hardly be considered part of a 
policy of laissez-faire, of reliance on the "rugged individu­
alism" of nineteenth century America. They were, instead,

T. Ibid, p. 832.
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the first steps toward the more comprehensive policies of
the New Deal. As one writer has observed,

Without this reconnaissance work, the country 
would hardly have been convinced that the need 
justified a bolder policy. It would not have 
been prepared to support the more adventurous 
experimenting of the New Deal.l
An example of the "reconnaissance work" for the New 

Deal done by the Hoover administration was Hoover's effort 
to reform the securities exchanges by relying on voluntary 
action by the exchanges themselves. On October 13, 1930, he 
told the officials of the New York Stock Exchange that un­
less they reformed their rules to eliminate abuses, federal 
regulation would be inevitable. Little, however, was done 
by the Exchange.^ And in the 1932 campaign Hoover could 
only say that "there is no Federal law or regulation of the 
sale of securities and...there is doubtful constitutional 
authority for such law".® The evident inadequacy of such 
an approach made possible the further steps that were taken 
by Roosevelt after he became President.

Hoover's "reconnaissance work" was primarily in the area 
of finance and credit. He was not happy about the Farm Board's

T7 John M. Clark, Social Control of Business (N.Y., McGraw- 
Hill, 1939), 2nd ed., p. 426.

2. Wilbur and Hyde, ojo. cit., pp. 343-344.
3. Ibid, p. 347.



www.manaraa.com

351.
excursion into influence over production and prices. Such 
a view was consistent with the ideas of orthodox economics 
that, as Say’s Law described it, there could be no general 
overproduction and that the cause of economic dislocations 
would be found in the area of exchange rather than in pro­
duction or distribution. In particular, this view was
popular before World War I --  it underlay, for example,
Sprague’s analysis of financial crises that was taught to 
F.D.R. at Harvard.

When it came to proposals for government activities 
in the area of production and distribution, Hoover was gen­
erally to be found in opposition. He wanted no planning by 
government,-^ but his support of "voluntary cooperation" in
industry --  short of agreements on price ---  showed that
he was not wedded to the atomistic competition implied In 
the economists’ version of the laisse z-fa ire economy. In 
the area of development of natural resources Hoover was 
quite willing for the federal government to undertake great 
flood control, navigation and reclamation projects. He was 
a strong supporter of such projects in the Mississippi Valley, 
in central California, and on the Colorado and St. Lawrence 
Rivers. V/here electric power was generated as a by-product 
he was willing to have the federal government produce the

XI See Chapter XIII, pp. 22 ff.
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power if it were distributed by regulated private companies, 
but he opposed government projects that were primarily for 
purposes of electric power production.

In the field of welfare Hoover favored old-age pensions 
financed through private insurance companies, and he opposed 
unemployment insurance in the hands of government, while 
favoring such insurance through private insurance companies. 
Hoover was silent on the subject of unemployment insurance in 
the early thirties.

While Hoover’s actions in some respects represented an 
extension of government activity in economic affairs, he re­
mained a spokesman for the laissez-faire Ideal:

The only method by which we can stop suffering 
and unemployment is by returning people to 
their normal jobs in their normal homes, carry­
ing on their normal functions of life. This 
can only be done by sound processes of pro­
tecting and stimulating the existing economic 
system which we have in action today.
In the campaign of 1932 the major difference that was to 

appear in the economic philosophies of Hoover and Roosevelt 
was in the area of the role of government in the economy. 
Roosevelt advbcated a considerable Increase In government.

l"̂ Wilbur and Hyde, _O]0. c i t pp. 91-93.
2. Meyers and Newton, o£. cit., p. 254.
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welfare activities and in federal programs that would af­
fect prices, production and distribution.

Roosevelt was convinced that the depression meant that 
America would turn again to the liberal-progressive path and 
that numerous reforms would come. In the spring of 1930 he 
wrote;

There is no question in my mind that it is time 
for the country to become fairly radical for at 
least one generation. History shows that where 
this occurs occasionally, nations are saved from 
revolutions.1

At the same time he expressed fear of both leftist and rightist
political movements;

We face in this country not only the dangers of 
communism, but the equal danger of the concen­
tration of all power, economic and political, 
in the hands of what the ancient Greeks would have called an Oligarchy.2

Basically, P.D.R. took a middle-of-the-road, reforming position.
In 1931 he wrote;

We are going through a difficult period and I 
think that everybody in the country realizes 
this fact. There will be many changes in the 
next few years, and many readjustments to meet 
the new conditions but, in the final analysis, 
the fundamentals are the same as they always have been.^

The fact that conditions of the early thirties would lead to

1^ P.D.R. to John A. Kingsbury, 12 May 1930 (Roosevelt Library).
2. P.D.R. to William I. Sirovich, 14 May 1930 (Roosevelt Library).
3. P.D.R. to Arthur B. Sherman, 18 Mar. 1931 (Roosevelt Library).
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expansion of the powers of the executive branch of the govern­
ment, and that the possibility of dictatorships in Europe was 
imminent, was also realized by Roosevelt. Just returned from 
a quick trip to Europe, he wrote in the summer of 1931:

I sometimes get really disturbed when I see the 
very difficult economic and political conditions 
that seem to exist throughout Europe. We are as 
a whole in a period of real danger to our type 
of civilization and because of the confusion the 
time will soon be ripe for some form of definite 
leadership not only here but in every European 
country .-1-
These sentiments were developed in many speeches during

the 1932 presidential campaign. Roosevelt continually cal]e d
for a change, but not just any change: he saw the need for
liberal reforms. For example, speaking at the Brown Palace
Hotel in Denver, on -September 15th, he said:

The world marches forward, very often towards 
more liberal solutions of new problems, for 
short period of time (sic), and then it is very 
apt to stop and adjust the new things that have 
come about. We are about to enter into a new 
period of liberalism in the United States, and 
we need it.
Candidate Roosevelt set out to develop in his campaign a 

liberal program of reform to meet the demands of the electorate. 
Indeed, he presented in his campaign addresses almost all of the 
elements of the New Deal’s program-to-come. Few people followed 
his campaign closely enough to realize this; one of the few who 
did was his opponent, President Hoover.

Tl F.D.R. to Elisabeth Marbury, 9 June 1931 (Roosevelt Library). 
2. Typescript in Roosevelt Library, third unnumbered page.
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Roosevelt’s speech accepting the nomination at Chicago

on July 2, 1932, set the tone of the campaign. It promised
no specific measures, hut couched in general terms the cahdi-
date’s outlook. Roosevelt promised reconstruction of a
middle-of-the-road character, neither reactionary nor radical:

Wild radicalism has made few converts....
To meet by reaction that danger of radicalism 
is to invite disaster. Reaction is no barrier 
to the radical. It is a challenge, a provoca­
tion. The way to meet that danger Is to offer 
a workable program of reconstruction....
Roosevelt then pointed out that a basic cause of the de­

pression was the failure of consumer purchasing power to keep 
pace with production:

In the years before 1929 we know that this 
country had completed a vast cycle of building 
and inflation...expanding...beyond our natural 
and normal growth. Now it is worth remember­
ing, and the cold figures of finance prove it, that during that time there was little or no 
drop in the prices that the consumer had to 
pay, although those same figures proved that 
the cost of production fell very greatly; cor­
porate profit resulting.from this period was 
enormous; at the same time little of that pro­
fit was devoted to the reduction of prices.
The consumer was forgotten. Very little of it went into Increased wages; the worker was for­
gotten, and by no means an adequate proportion 
was even paid, out in dividends the stock­
holder was forgotten.

As a result, "enormous corporate surpluses piled up" which 
"went chiefly in two directions: first, into new and unne­
cessary plants which now stand stark and idle; and second,

1. P.D.R., Public Papers and Addresses, _op. cit., Vol. I,
p. 649.
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Into the call-money market of Wall Street, either directly
by the corporations, or indirectly through the banka".

Then came the crash. You know the story.
Surpluses invested in unnecessary plants be­
came idle. Men lost their jobs; purchasing 
power dried up; banks became frightened and 
started calling loans. Those who had money 
were afraid to part with it. Credit con­
tracted. Industry stopped. Commerce de­
clined, and unemployment mounted.
And there we are today.^
Having stated his general position on reform, and at­

tributed the depression to lack of purchasing power in the 
hands of consumers, Roosevelt then turned to more specific 
problems. He advocated economy in government, and approved 
public works as a means of stimulating employment only if the 
projects were self-sustaining and could be financed by bond 
issues. For the farmer, he advocated reforestation of marginal 
lands and some arrangement that would reduce surpluses and 
raise farm prices by the amount of a reasonable tariff.

I am sure that the farmers of this Nation 
would agree ultimately to such planning 
of their production as would reduce the 
surpluses and make It unnecessary in later 
years to depend on dumping those surpluses 
abroad in order to support domestic prices.
• • • •
Farm leaders and farm economists, generally, 
agree that a plan based on that principle Is 
a desirable first step in the reconstruction 
of agriculture.2

1. IbicTJ pp. 650-651
2. Ibid, p. 655.
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Roosevelt also promised, the farmer lower interest rates and
longer maturities for his mortgages.

He attacked the Republicans on the ground that theirs
was a lai3sez-faire policy.

Our Republican leaders tell us economic laws
  sacred, inviolable, unchangeable --- cause
panics which no one could prevent. But while 
they prate of economic laws, men and women are 
starving. We must lay hold of the fact that 
economic laws are not made by nature. They are 
made by human beings.1
Stressing that the people of America wanted work and

security, Roosevelt ended with that famous sentence:
I pledge you, I pledge myself, to a new deal 
for the American people.
Pour weeks after his acceptance speech Roosevelt spoke 

about the Democratic platform in a radio address from Albany.
The men who drafted the Democratic Party platform in 1932 --
and most of them were pledged to support Roosevelt for the
nomination --  wrote a document designed more to avoid the
loss of votes than to attract them. The platform found the 
cause of all the economic troubles in the Republican adminis­
tration; by implication, the economic system was fundamentally 
sound but improperly directed and all that was needed was a
change In leadership. No important economic changes were en­
visaged, although the platform pledged the "rehabilitation” 
of silver along with a sound currency. It advocated a bal­
anced budget and reduction of government expenditures, federal

T. Ibid, p. 657.
2. Ibid, p. 659.
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aid to the states for unemployment relief, expanded public 
works, shorter hours for labor, insurance for the unemployed 
and the aged under state laws, refinancing of farm mortgages, 
extension of farmers’ cooperatives, anti-trust enforcement, 
protection of the investing public, removal of government 
from all fields of private enterprise, regulation of holding 
companies, more rigid supervision of banks, and encourage­
ment of foreign trade. The most important plank of the plat­
form, in the eyes of the delegates, had little to do with 
economic problems: repeal of the prohibition amendment got
more applause at the convention than all of the other planks 
combined.^

In his acceptance speech Roosevelt stated that he ac­
cepted the Democratic platform ”100 percent”,^ and he re­
peated that pledge in his radio address of July 30th. He 
put special stress on the budget deficits of the last few 
years of the Hoover administration and on the Democratic 
pledges of a balanced budget and a sound currency. Roosevelt

1. For the official text of the platform see Official Report of 
the Proceedings of the Democratic national Convention (Chi­
cago, Dem. Nat’l. Comm., 1032)", pp“. 118-149. The only major 
difference between the two major party platforms concerned 
the cause of the depression: the Republicans claimed that
the depression was imported from abroad against all the de­
fenses set up by the administration and to the drought of 
1931. As for concrete proposals, the Republicans listed 
most of those advocated by the Democrats, with the same ta­
cit assumption that the economic system was inherently sound. 
Textbook of the Republican Party (Chicago, Rep. Nat'l. Comm., 
Y93‘277 PP. 87 ff .---------------

2. F.D.R., Public Papers and Addresses, op. cit., p. 648.
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tried to meet the problem of how to provide relief and still
balance the budget;

We face a condition which, at first, seems to 
involve either an unbalanced budget and an un­
sound currency or else failure of the Govern­
ment to assume its just duties....
This dilemma can be met by saving in one place 
what we would spend in others, or by acquiring 
the necessary revenue through taxation. Reven­
ues must cover expenditures by one means or an­
other. Any government, like any family, can 
for a year spend a little more than it earns.
But you and I know that a continuation of that 
habit means the poorhouse.l

Aside from the comments on government expenditures Roosevelt 
largely devoted himself to a reading of the platform. How­
ever, he did emphasize the problems of the tariff and war 
debts and measures to reduce speculation and business finan­
cial manipulations.

Roosevelt then turned his attention to the job of out­
lining a program to meet the depression emergency. It was a 
program that reflected his liberal-reforming attitude, and 
was designed primarily to improve conditions in specific 
areas of the economy that showed the greatest weakness. At
the same time, Roosevelt had something for almost everyone --
for the farmer, for the businessman, and for the worker.

The farmer came first, both because Roosevelt felt that 
an Increase in farm purchasing power was necessary for an

1. Ibid, p. 663
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increase in consumption expenditures and because tie wanted 
to make an appeal for the farm vote, especially in the middle 
western centers of progressivism.

With the organization of the "brain trust" in 1932 
Roosevelt had begun to consider more seriously the various 
plans for the relief of agriculture then current. Tugv/ell 
was assigned the special job of investigating them, and in 
the memoranda of May 19th^ discussed at some length the do­
mestic allotment proposals. Late in June Tugwell attended a 
meeting in Chicago on agricultural problems, sponsored by the 
Gianninl Foundation for Agricultural Economics, at which the 
plan was discussed. There he met M. L. Wilson, the chief 
sponsor of domestic allotment. Wilson was immediately in­
vited to come to New York to confer with Tugwell and Moley:
"he explained in detail what the 'Voluntary Domestic Allotment 
Plan’ (the name of the new scheme) was, the extent of its sup­
port among farm organization leaders, and its political and 
economic possibilities". Taken to see Roosevelt at Albany, 
Wilson explained his plan and F.D.R. came out in favor of a 
plan for farm relief in his major speech of the campaign on 
agricultural policy.

T~. See” Chapter XIV for a discussion of the memoranda of May 19, 1932.
2. Moley, ug. cit., p. 41.
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That speech was given in the heart of the midwest 

farming area, at Topeka, Kansas, on September 14, 1932. 
Roosevelt emphasized that the farm problem was many-sided 
and that no single solution would be adequate. In this con­
nection he reviewed his farm policies as Governor of New York; 
tax relief, state aid for roads, schools and rural health 
services, the state soil survey and other legislation. The 
heart of the problem, he argued, was that the farm population’s 
share in the national income had fallen from 15 percent in 1920 
to about 7 percent in 1932; throughout the period farm families 
represented about 22 percent of the population. The depression 
in agriculture spread to other areas of the economy; to the 
fifty million persons "immediately concerned with the present 
and future of agriculture" and to "another fifty or sixty 
million people" engaged in business or industry whose "lives 
and futures are profoundly concerned with the prosperity of 
agriculture ". ̂

Our economic life today is a seamless web. What­
ever our vocation, we are forced to recognize that 
while we have enough factories and enough machines 
in the United States to supply all our needs, those 
factories will be closed part of the time and these 
machines lie idle part of the time if the buying 
power of fifty million people on the farms remains 
restricted or dead as it is today.2

T~. F .D. R ., Public Pacers and Addresses, op. cit., Vol. 1,
p. 696.

2. Ibid, p. 697.
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After stating the problem Roosevelt divided his solu­

tions into long-range and short-range policies. Taking up 
the former, he proposed planning for agriculture as the 
basis of any solution:

We must have, I assert with all possible em­
phasis, national planning in agriculture.

He would reorganize the Department of Agriculture to make it 
the effective instrument of such planning, which would em­
phasize planned use of land and in the eastern states re­
forestation of marginal lands that could not be profitably 
farmed. As another element in a long-range farm program, 
Roosevelt advocated revision of the tax structure so that It 
would bear less heavily on farmers.

But hi3 listeners In the wheat belt were much more in­
terested in the Immediate problems of farm surpluses and the 
farm debt burden, and Roosevelt moved rapidly on to his short- 
range program of farm relief. First, he promised refinancing 
of farm mortgages to provide lower Interest payments and an 
extension of principal payments, to be accomplished by ex­
tension of federal credit to holders of farm mortgages. Se­
condly, he promised tariff reductions to "restore the flow of 
international trade; and the first result of that flow will be

T~. Ibid., p. 699.
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to assist substantially the American farmer in disposing of 
his surplus"."*"

Restoration of foreign markets would take time, how­
ever, and Roosevelt proposed to give the farmer "in the short­
est possible time the equivalent of what the protected manu­
facturer gets from the tariff".^ He then proceeded to out­
line, in general terms, the basic principles of a workable 
plan for farm relief. "I seek to give to that portion of the 
crop consumed in the United States a benefit equivalent to a 
tariff sufficient to give you farmers an adequate price." As 
P.D.R. outlined it, the plan would have the following charac­
teristics :

First; The plan must provide for the producer 
of staple surplus commodities a tariff benefit 
over world prices which is equivalent to the 
benefit given by the tariff to industrial pro­
ducts. . ..Second: The plan must finance itself.,...
Third: It must not make use of any mechanism
which would cause our European customers to 
retaliate on the ground of dumping....
Fourth: It must make use of existing agencies 
and, so far as possible, be decentralized in its administration....
Fifth: It must operate as nearly as possible
on a cooperative basis....Sixth: The plan must be, insofar as possible,
voluntary* I like the idea that the plan 
should not be put into operation unless it has 
the support of a reasonable majority of the 
producers of the exportable commodity to which

TZ Ibid, p. 702.
2. Ibid.
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it is to apply. It must be so organized that 
the benefits will go to the man who partici­
pates . 1

Roosevelt closed his Topeka speech with a vigorous attack on 
Hoover's farm policies, and pointed out that the President 
had opposed all of the plans proposed to raise farm prices.

President Hoover's position on farm relief stood in 
sharp contrast with that of candidate Roosevelt in the 1932 
campaign. The Republican platform that year had pledged 
support for "any plan which will help to balance production 
against demand, and thereby raise agricultural prices, provided

Ihid, pp. 704-705. Roosevelt's second and third points constituted a rejection of the export debentures plan.
To what extent can these points be considered as advo­
cacy of M. L. Wilson's domestic allotment plan? Roose­
velt had spoken of composing "the conflicting elements 
of these various plans, to gather the benefit of the long study and consideration of them, to coordinate ef­
forts to the end that agreement may be reached on the 
details of a distinct policy" (_ojo. cut., pp. 703-704), 
Implying that he would accept any plan on which farm 
leaders could agree. However, Wilson ixrepared some of the material for the speech and Moley has written that 
the speech "outlined the Domestic Allotment Plan with­
out mentioning it by name" (Moley, ojd. cit., pp. 41-43, 
44-45). According to Tugwell, by The Fime of the ac­ceptance speech on July 2, 1932, Roosevelt had agreed 
to support the Domestic Allotment Plan (Tugwell, "Notes 
Prom a New Deal Diary," op. cit., pp. 39-40). After the 
election Morgenthau and Tugwell’ met with a group of farm 
leaders in Washington on December 12-13, 1932, and came 
out with agreement on the voluntary domestic allotment plan (ibid, pp. 54-55; "Bounty," Fortune, Vol. Ill (Feb. 
1933), pp. 117-118). It Is quite possible that Roose­
velt's Topeka speech was intended to give two impressions: 
that he supported domestic allotment and that he would 
accept any plan on which farm leaders could agree.
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it is economically sound and administratively workable 
without burdensome bureaucracy", But Hoover specifically 
opposed such plans in his campaign speeches. More than a 
month before Roosevelt's Topeka speech he spoke in Washing­
ton in terms that were interpreted by farm leaders as oppo­
sition to all of the then current farm relief proposals:

There is no relief to the farmer by extending 
government bureaucracy to control his produc­
tion and thus curtail his liberties, nor by 
subsidies that bring only more bureaucracy and 
ultimate collapse. I shall oppose them.2

Hoover’s opposition was reiterated in his major farm policy
address at Des Moines, Iowa, on the fourth of October, 1932:

I come to you with no economic patent medi­
cine especially compounded for farmers. I 
refuse to offer counterfeit currency or false 
hopes. I will not make any pledge to you 
which I cannot fulfill.3

The president even disavowed the attempt of the Federal Farm
Board to raise prices of staple crops that was undertaken in
1929 and 1930:

I wish to state frankly the difficulties 
that have arisen.... They arise mostly 
from the stabilization provisions, which 
never were and are not now the major pur­
pose of the Farm Board. Even Indirect 
purchase and sale of commodities is abso­
lutely opposed to my theory of government.
• • •

Experience has shown that the patent weak­
ness of such actions Is the damaging after- 
math which accompanies disposal of these 
products. I am convinced that the act

TT Quoted In Joseph S. Davis, Wheat and the AAA (Wash., 
Brookings Inst., 1935), p. 33.

2. Myers and Newton, op. cit., p. 255.
3. Wilbur and Hyde, _op. cit., p. 171.
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should be revised in the interest of the 
farmer, in the light of our three years of 
experience, and this proposal should be re­
pealed. 1
What Hoover did offer the farmers was the same old reme­

dies that the Republican Party had found successful in at­
tracting farm votes during the twenties; a high protective 
tariff on farm products and encouragement of cooperative 
marketing. To this he added stimulation of foreign trade 
through the obtaining of special concessions from foreign na­
tions in return for a scaling down of war debts, and a con­
tinuing effort to promote home markets by aiding recovery from 
the depression. Hoover, too, advocated a study of land use 
patterns, reduction of farm taxes, and provision of greater 
credit to farmers. But on this last question of mortgage 
foreclosures he offered less positive federal action than did 
Roosevelt: he would offer credit through federal land banks
and through the R.F.C., while Roosevelt would make that credit 
conditional upon longer mortgages and lower interest rates.

In short, Hoover's Des Moines speech offered the farmers 
nothing new, while Roosevelt showed that he was willing to go 
well beyond anything that had yet been tried in the way of 
farm relief.

Roosevelt placed special emphasis on the refinancing of 

~T~, Myers and Newton, op=. cit., p. 256.
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farm mortgages, devoting a whole campaign address to that 
topic on October 21st at Springfield, Illinois. Three 
things were necessary for the relief of agriculture, he 
said. First in importance was an increase in farm prices, 
and he referred to his Topeka speech as offering a plan to 
acheive that goal "worked out in cooperation with the wisest 
leaders of agriculture i t s e l f S e c o n d  was a reduction in 
farm taxes. And third was a readjustment of the farmer's 
debt burden. Roosevelt promised to use federal credit and 
the President's influence over the federal land banks to re­
duce interest rates and extend the life of mortgages in order 
to reduce principal payments. He pledged that in cases where 
farm property had been seized by creditors in default of 
mortgage payments, the original owners would be given prefer­
ence when the properties were sold. The Federal Government, 
in other words was to step into the farm mortgage market and 
see to it that the farmer was given a chance to obtain funds 
on easier terms.

In his discussion of the farm problem Roosevelt empha­
sized the influence of the tariff. His argument in this re­
spect was outlined in detail at Sioux City, Iowa, on September 
29th. He attacked the Tariff Act of 1929 as a major cause of 
accumulated farm surpluses as well as the decline in farm

1. F.D.R., Public Papers and Addresses, op. cit., p. 813.
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purchasing power (because it raised prices that farmers had
to pa;/) which accompanied the depression.

He pointed out that high tariffs increased the cost of
the things bought by farmers, but did not increase the
selling price of farm products:

The principal cash crops of our farms are pro­
duced much in excess of our domestic require­
ments. And we know that no tariff on a sur­
plus crop, no matter how high the wall --
1,000 percent, if you like --  has the slight­
est effect on raising the domestic price of 
that crop.l

The high tariff, furthermore, had forced other nations to 
protect their own markets from American-made goods by trade 
restrictions of all kinds, and American firms began to set 
up plants in foreign countries. The "Grundy" tariff, he 
argued, "put more men on the street here" and "more people 
to work outside our borders".^ A further effect was in­
ability on the part of foreigners to pay their American debts 
and buy American goods, because they could not sell here:

They just could not buy our goods with their 
money. These goods then were thrown back up­
on our markets and prices fell still more.
Summing up the effects of the Republican tariff policy

Roosevelt said that it
...has largely extinguished the export markets 
for our industrial and our farm supplus; it has

1• Ibid, p. 763.
2. Ibid, p. 765.
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prevented the payment of public and private 
debts to us and the interest thereon, in­
creasing taxation to meet the expense of our 
Government, and finally it has driven our 
factories abroad.
Roosevelt promised that "the excessive rates in that 

bill as it became law, must come down", and that "inter­
national negotiation is the first, the most practical, 
the most common-sense, and the most desirable method".

We must consent to the reduction to some ex­
tent of some of our duties in order to se­
cure a lowering of foreign tariff walls over 
which a larger measure of our surplus may be sent,2
In a later address over the radio on October 6th, Roose­

velt reiterated his proposal to negotiate tariff reductions 
reciprocally with foreign nations;

We shall try to discover with each country 
in turn the things which can be exchanged 
with mutual benefits and shall seek to fur­
ther this exchange to the best of our ability....
More realistic mutual arrangements for trade, 
substituted for the present system in which 
each nation attempts to exploit the markets 
of every other, giving: nothing in return, will 
do more for the peace of the world and will 
contribute more to supplement the eventual re­
duction of armament burdens, than any other 
policy which could be devised.^

T.— T5T3.
2. Ibid, p. 767.
3. Ibid, p. 785. Roosevelt had first outlined his advocacy

of reciprocal trade agreements in Seattle on September 20th.
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Roosevelt found that his position on the tariff was not 
popular in many circles. People began writing; in about spe­
cific tariffs, asking if Roosevelt proposed to reduce them. 
Republican orators began to suggest in the middle west that 
he would reduce tariffs on farm products, and Hoover wanted 
to know just which tariffs were too high. Afraid of losing 
his gains in the midwest, Roosevelt sought to assure the 
farm bloc that tariffs on farm products would not be reduced; 
at Baltimore on October 25th, sandwiched into a rousing at­
tack on the Republicans, he saids

My distinguished opponent is declaring in his 
speeches that I have proposed to injure or de­
stroy the farmers’ markets by reducing the 
tariff on products of the farm. That is silly.
Of course I have made no such proposal, nor can 
any speech or statement I have made be so con­
strued. . ..
No tariff duty should be lowered to a point 
where our natural industries would be injured....
It is absurd to talk of lowering tariff duties 
on farm products....
I know of no effective excessively high tariff 
duties on farm products. I do not intend that 
3uch duties shall be lowered.•*-
In order to fully placate the farmer Roosevelt sent a 

telegram to the five large farm organizations just a few days 
before the election, saying, ’’Let me make it clear that I have 
consistently stood for a policy of tariff protection that will 
adequately insure the domestic market for our American Parmer."2

T Z TbTd, pp. 835-836.
2. N.Y. Times, 5 Nov. 1932.
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The industrial areas of the nation were equally uneasy 

about Roosevelt's tariff statements. If farm tariffs were 
not to be lowere4, then it seemed that tariffs on manufac­
tured products would be. Roosevelt sought to reassure the 
worker that he would not be harmed by any tariff reductions 
promoted by Roosevelt:

I have advocated a lowering of tariffs by ne­
gotiation with foreign countries. But I have 
not advocated, and I will never advocate a 
tariff policy which will withdraw protection 
from American workers against those countries 
which employ cheap labor or who operate under 
a standard of living which is lower than that 
of our own great laboring groups.1
Roosevelt had been forced to contradict himself, but it 

was obviously an attempt on his part to avoid alienating votes. 
His true position was made evident later, when he appointed 
Senator Cordell Hull to the vital post of Secretary of State. 
Hull was an advocate of tariff reduction and reciprocal trade 
agreements.

Roosevelt supplemented his program for agriculture with 
a corresponding program for business. But first he pointed 
out that much was wrong with the organization and methods of 
American business. Speaking at Columbus, Ohio, on August 
20th, in an address in large part devoted to criticism of 
the Hoover Administration, he criticized the concentration of 
control in American industry:

1. P.D.R., Speech at Wheeling, W. Va., 19 Oct. 1932. Type­
script in Roosevelt Library, p. 3.
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Appraising the situation in the hitter dawn 
of a cold morning after, what do we find?
We find two-thirds of American industry con­
centrated in a few hundred corporations, and 
actually managed hy not more than five hun­
dred individuals.
We find more than half of the savings of the 
country invested in corporate stocks and 
bonds, and made the sport of the American 
stock market.
We find fewer than three dozen private banking 
houses, and stock-selling adjuncts of commer­
cial banks, directing the flow of American 
capital.
In other words, we find concentrated economic power in a few hands, the precise opposite of 
the individualism of which the President 
speaks. ̂
The public required protection against the financial 

manipulations of this business oligarchy, and Roosevelt 
would have the federal government provide that protection.
He proposed a series of measures that were to become the 
basis of much New Deal legislation concerning securities 
exchanges and banks. They included: true information to
be made available to the public concerning the purposes of 
new security Issues and the companies issuing them; federal 
regulation "of holding companies that sell securities in 
interstate commerce"; federal regulation of securities ex­
changes; more rigid supervision of banks; federal government 
discouragement of speculation and use of the Federal Reserve

T~. F'.D.'R., Public Papers and Addresses, jDp• cit., p. 679.
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Banks to that end; and the separation of commercial and in­
vestment hanking.1

One area of the business community offered special prob­
lems --  the railroads. Commercial banks, savings banks, and
insurance companies had substantial investments in railroad 
bonds, and a large proportion of the railroad companies were 
faced with imminent bankruptcy. In addition, an efficient 
transportation system was an absolute necessity. Roosevelt 
devoted a major campaign address to railroad problems at 
Salt Lake City on September 17th. He pointed out that rail­
roads had to compete with motor carriers operating over high­
ways provided for them by the public --  the motor carriers
should, like the railroads, be regulated by the federal gov­
ernment, he said.

Secondly, the railroads had often been required "to com­
pete unreasonably with each other";

In regulating the railroads, we preserved the policy that at all times, between principal 
points, there must be competing railroad sys­
tems. There is a great deal to be said for 
that policy,...so long as there is traffic- 
enough to support the competing lines. As long 
as you have that traffic, the competition helps 
to insure efficiency. But as the railroads have 
been allowed to increase their capacity far be­
yond traffic needs, the wastfea of competition 
have become more and more insupportable.

Roosevelt phrased the problem in the following terms: "Shall

1. Ibid, pp. 682-683.
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we permit them --- in fact, force them --  to bankrupt each
other? Or shall we permit them to consolidate and so to 
economize through reducing unprofitable services? In other 
words, shall we permit them to divide traffic and so eliminate 
some of the present waste ?"**■

Two other aspects of the railroad problem needed atten­
tion, Roosevelt asserted. One was "unnecessary or duplicated 
facilities" and the other was the "epidemic of railroad 
holding companies whose financial operations were, to say the 
least, not generally beneficial to the orderly development of

ptransportation".
In order to solve the problems of the railroad system

national planning was essential.
All that I have said should indicate that one 
chief cause of the present railroad problem 
has been the typical cause of many of our prob­
lems ---  the entire absence of any national
planning for the continuance and operation of 
this absolutely vital national utility....
It is necessary that a single railroad should 
have a recognized field of operation and a definite part to play In the entire national 
scheme of transportation. It is necessary 
that each rail service should fit into and be 
coordinated with other rail services and with 
other forms of transportation.®

Roosevelt proposed a national survey of transportation needs

1. Ibid, p. 716.
2. Ibid, pp. 716-717
3. Ibid, p. 717.
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to determine the most efficient methods and to develop a 
national policy designed to "encourage that growth and ex­
pansion which are most healthful to the general welfare” 

Candidate Roosevelt’s program for the railroads en­
visaged a national policy to promote efficiency in transpor­
tation and use of the powers of the federal government to 
obtain compliance with that policy on the part of the 
privately-owned railroad companies. Specifically, he pro­
posed financial help to the railroads to readjust their 
top-heavy financial structures, this help to be conditional 
upon the cooperation of the railroads in fulfilling their 
part of the national transportation plan. He would also 
revise the laws concerning railroad receiverships; extend 
the regulation of the Interstate Commerce Commission to 
cover motor carriers and railroad holding companies; and 
press to a conclusion the plans for railroad consolidation 
developed by the I.C.C. in the twenties. A change in the 
policy of the I.C.C. was also necessary, he felt: It ought
not to require competition if traffic were insufficient to 
support competing lines, "recognizing, of course, the clear 
and absolute responsibility for protecting the public against 
any abuses of monopolistic power".^

Tl Ibid, p. 718.
2. Ibid, p. 720.
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Turning from railroads to public utilities in general 

and electric power in particular, Roosevelt summarized the 
attitudes that had been formed in his terms as Governor of 
New York. Iiis speech on utilities was delivered in Portland, 
Oregon, on September 21st. In order to emphasize his attitude 
toward public utility regulation, Roosevelt spoke of the 
common-law doctrine that businesses affected with the public 
interest must be operated to provide the public with adequate 
service at reasonable cost, and at the same time making pos­
sible the safe investment of private capital in them. He 
endorsed regulation of utilities by commissions, but Insisted 
that the commissions were not umpires "between complaining 
consumer or the complaining investor on the one hand, and the 
great public utility system on the other hand". Rather, the 
regulatory commission "must act as agent of the public, upon 
its own initiative as well as upon petition, to Investigate 
the acts of public utilities relative to service and rates, 
and to enforce adequate service and reasonable rates". This 
type of regulation would protect both the consumer and the 
investor against "the unscrupulous promoter who levies tribute 
equally from the man who buys the service and from the man who 
invests his savings In this great Industry".^

T~. Ibid, p. 731.
2. Ibid, p. 737.
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Roosevelt proposed that reforms be made In public utility 

regulation. His eight-point program included full publicity 
on proposed security issues by public utility corporations, 
on ownership of utility bonds and stocks, and on all inter­
company contracts; regulation and control of holding companies 
by the Federal Power Commission; regulation of securities is­
sued by utilities; abolition of the reproduction cost theory 
of rate-making and use of the actual prudent investment theory 
and "legislation making it a crime to publish or circulate 
false or deceptive matter relating to public utilities, or 
public utility commissions"

Roosevelt expressed opposition to government ownership 
of all public utilities:

I do not hold with those who advocate govern­
ment ownership or government operation of all 
utilities. I state to you categorically that 
as a broad general rule the development of 
utilities should remain, with certain excep­tions, a function of private initiative and 
private capital."
One exception was the right of any community to set up 

a municipally owned and operated utility service if a private 
utility were not serving the community adequately. Even the 
possibility of such action would force a private company to 
provide adequate service at reasonable rates.

Another exception, and much more important, was that

Tl Ibid, pp. 737-733.
2. Ibid, p. 738.
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state or federally owned power sites should be developed by 
government itself, although "private capital should, I be­
lieve, be given the first opportunity to transmit and dis­
tribute the power". Roosevelt emphasized four great sources 
of power in four different sections of the country that should 
be developed on a large scale by the federal government; they 
were Boulder Dam on the Colorado River, Muscle Shoals on the 
Tennessee River, the St. Lawrence River, and the Columbia 
River.

Each one of these, in each of the four quarters 
of the United States, will be forever a national 
yardstick to prevent extortion against the public 
and to encourage the wider userof that servant of 
the people --- electric power.^
Having indicated that the government would take the lead 

in developing a more efficient transportation system that was, 
nevertheless, to remain privately owned and operated, and that 
public utilities were to be more closely regulated at the same 
time that great hydroelectric power developments were to be 
undertaken by the federal government, Roosevelt then turned 
to the more general problems of industry. Speaking before the 
Commonwealth Club of San Francisco on September 23rd, he laid 
down the principles that were to lead to the N.R.A. less than

T. Ibid, p. 739.
2. Ibid, p. 740. The pledge to proceed with these four great 

power developments was repeated several times in the cam­
paign, particularly in a speech at Hollywood, California, on Sept. 24. (See mimeographed press release of Roosevelt * s 
Hollywood Bowl Address, Roosevelt Library.)



www.manaraa.com

379*
a year later.

He began with an historical introduction on the theme 
of the mature economy, recounting the conquest of the fron­
tier and the growth of industry. But inevitably the develop­
ment of the giant corporation and the close of the frontier 
raised serious problems for America;

.... The turn of the tide came with the turn 
of the century. We were reaching our last 
frontier; there was no more free land and our 
industrial combinations had become great un­
controlled and irresponsible units of power 
within the state.l

It was impossible, said Roosevelt, "to turn the clock back,
to destroy the large combinations and to return to the time
when every man owned his individual small business,1’ yet
"the highly centralized economic system" could become "the

2despot of the twentieth century". Furthermore, equality of 
opportunity has been reduced by the closing of the frontier 
and the squeezing out of the small businessman by the large 
corporation in area after area of the e c o n o m y . ^

In this modern corporate world a reappraisal of values 
was needed, asserted F.D.R. Instead of building new industrial 
plants and exploiting a frontier we had

the soberer, less dramatic business of adminis-

X; TETid, p. 749.
2. Ibid, p. 749.
3. Ibid, pp. 750-751.



www.manaraa.com

380*
tering resources and plants already in hand, 
of seeking to re-establish foreign markets 
for our surplus production, of meeting the problem of underconsumption of adjusting pro­
duction to consumption, of distributing wealth 
and products more equitably, of adapting al­
ready existing economic organizations to the 
service of the people.^

In such circumstances the role of government must be a changed
one. Government should "assist the development of an economic
declaration of rights, an economic constitutional order".

Then, in the most general terms Roosevelt spoke approvingly
of demands by business spokesmen "to limit the freedom of action
of each man and business group within the inaustry in the common
interest of all" and for some form of organization "which will
bring the scheme of things into balance, even though it may in
some measure qualify the freedom of action of individual units
within the business".^

The implication is, briefly, that the respon­
sible heads of finance and industry, instead 
of acting each for himself, must work together
to achieve the common end.'*

Government’s role in this scheme of business cooperation was 
"to apply restraint" and to "protect the public i n t e r e s t " . 4

What candidate Roosevelt had done was to endorse in gen­
eral terms the principles behind the Swope Plan and the pro­
posals made by the Chamber of Commerce of the United States

1~. Ibid, pp. 751-752.
2. Ibid, pp. 752-753.
3. Ibid, p. 754.
4. Ibid, p. 745.
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to permit Industry to limit competition in an effort to co­
ordinate production and competition. However, he did not

*1name the plans themselves. Roosevelt showed his willingness 
to have businessmen order their own house by cooperation, but 
he insisted that government take part as guardian of the pub­
lic interest.

The basic principle of the "New Deal1*, as it applied to 
business was to be cooperation under government direction, 
rather than competition. The principle was restated later in
the campaign when P.D.R. spoke over the radio to the Roosevelt
Business and Professional Men's League on October 6th. Empha­
sizing the interdependence of all economic groups in American 
society, Roosevelt asserted that the primary goal of government 
is to guard the welfare of its citizens. Achievement of that 
goal required a "balance among productive processes" to obtain 
"stabilization of the structure of business".

That such a balance ought to be maintained by 
cooperation within business Itself goes with­
out saying.
Later in the same address Roosevelt emphasized that busi­

ness must be judged on the basis of its contribution to society;
We must set up some new objectives; we must
have new kinds of management. Business must

TZ See’ Chapter XIII, pp. 19 ff., for a brief discussion of 
the Swope and Chamber of Commerce proposals.

2. Ibid, p. 732.
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think leas of its own profit and. more of the 
national function it performs. Each unit of 
it must think of itself as a part of a greater 
whole; one piece in a large design.
Having made his appeal to the farmer and the bussiness- 

man, Roosevelt turned to the worker. His task here was made 
easy by the unemployment, underemployment and threat of un­
employment that faced the urban wage earner. Much less of a 
specific program for that group was presented in the campaign, 
but Roosevelt did make three speeches that elaborated the mea­
sures he favored to promote social welfare and to solve the 
problem of unemployment.

At Detroit on October 2nd he discussed his "philosophy of 
social justice through social action". That philosophy, P.D.R. 
declared, called for the reduction of poverty by attacking its 
causes. Pie called attention to the development of public 
health measures, workmen's compensation acts, aid to crippled 
children, old age insurance, and other advances of the previous 
decades. He asserted that "there are lots of new steps to take" 
and specifically mentioned unemployment insurance as one of 
them. But in this address Roosevelt spoke largely in generali­
ties, emphasizing his basic philosophy that the major function 
of government is to promote the welfare of the citizens.

More specific measures were outlined in a radio address 
from Albany on October 13th, and in a speech at Boston on

1~. Ibid, p. 784.
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October 31st. Roosevelt stated his belief that the primary 
responsibility for unemployment relief lay with the local 
community and that when local funds were inadequate the state 
should provide them, but the obligation extended to the federal 
government ’’when it becomes apparent that states and communi­
ties are unable to take care of the necessary relief work".l 
He also advocated a program of state unemployment Insurance 
and a nationally coordinated system of unemployment exchanges.^ 
He added that "there has been long overdue a reduction of the 
hours of work and a reduction of the number of working days per 
week".®

p

Throughout the campaign Roosevelt had repeatedly affirmed 
his belief that a more equal distribution of income was ne­
cessary if purchasing power was to be maintained. Such a po­
sition was a necessary corollary of his underconsumption- 
overproduction theory of the origins of the depression. It 
was not until late in the campaign, in one of his lesser- 
known speeches, that he explained just what he meant by his 
references to a better distribution of income and how it was 
to be brought about. At Chicago, on October 1st, he said:

As I have often made clear, underneath my 
economic policies is an attitude toward

J~. F . D . R ., Public Papers and Addresses, op. cit., pp. 787-788, 
851.

2. Ibid, pp. 791-792, 852.
3. Ibid, p. 852.
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economic life. I have tried to set forth 
what I conceive to be a re-ordered rela­
tionship among all the factors in the eco­
nomic scale....
I pointed out in San Francisco that our 
task is to meet the problem of under­
consumption, of adjusting production to 
consumption, of distributing wealth and 
products more equitably.... Theoretically 
we could distribute purchasing power by confiscating everything and dividing 
equally, but you and I know that wealth 
would not stay distributed if we tried it 
in this way.
The way t o distribute wealth and products 
more equitably is to adjust our economic 
legislation so that no group is unduly 
favored at the expense of any group or 
section. Where our laws assist or permit 
any group to exploit other groups the ex­
ploited ones can no longer buy. Govern­
ment must systematically eliminate special 
advantages, special favors, special privi­
leges wherever possible, whether they come 
from tariff subsidies,, credit favoritism, 
taxation or otherwise.
Rooseve.'lt, then, built an anti-depression program to 

solve specific problems of agriculture, industry and the 
worker. In agriculture measures were to be taken to solve 
both financial and production problems. In industry the 
financial problem of the railroads was to be attacked, pub­
lic utility regulation tightened up, and Issuance of new 
securities regulated. And industry was to be permitted to 
control production through trade associations under the

1. Typescript with penciled notes by F.D.R. (Roosevelt Library), pp. 8-9.
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supervision of the government. The worker was promised ade­
quate relief if he were unemployed and federal encouragement 
of state systems of unemployment insurance. It was a program 
designed to strengthen weak areas in the economy, and to ap­
peal to all the major economic interest groups.

In one area Roosevelt did not follow through with the
implications of his ideas. That area was public works. His
statements on the subject in the campaign were not consistent.
In some addresses he showed that he favored large federal ex­
penditures for public works, as, for example, in his advocacy 
of federal power development - on the Columbia, Colorado, Tennessee 
and St. Lawrence Rivers.1

In his speech of October 13th on the unemployment problem 
he advocated that governments accumulate funds in prosperous 
times to be used for public works in times of depression, but 
he took an equivocal stand on the use of public works to re­
lieve unemployment:

All public works, including Federal, must be
considered from the point of view of the
ability of the government treasury to pay for 
them. There are two ways of paying for pub­
lic works.
One is by sale of bonds. In principle such 
bonds should be issued only to pay for self- 
sustaining projects or for structures which will without question have a useful life over 
a long period of years.
The other method of payment is from current 

F.D.R., Public Papers and Addresses, op. cit., pp. 739-740.
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revenues, which in these days means in most 
cases added taxes. We all know that there 
is a definite limit to the increase of taxes 
ahove the present level.1 ^

Instead of pledging a large-scale program of public works,
Roosevelt compromised.

I am confident that the Federal Government 
working in cooperation with states and 
cities can do much to carry on increased 
public works and along lines which are 
sound from the economic and financial point'' 
of view.
In Boston at the end of the mont.h, however,- Roosevelt

took a stronger stand. He repeated his view that recovery
must start with an increase in consumer spending:

It is essential to increase purchasing 
pov/er in order that goods may be sold.
There must be people capable of buying 
goods in order that goods may be manu­
factured and sold.^

He added that the Federal government could stimulate recovery
through public works expenditures:

In addition to providing emergency re­
lief, the Federal Government should and 
must provide temporary work wherever that is possible...In the national forests, 
on flood prevention, and on the development 
of waterway projects....
Third, the Federal Government should expe­dite the actual construction of public works 
already authorized.^

1. Ibid, P* 790
2. Ibid, P- 791
3. Ibid, P» 847
4. Ibid, pp. 851-852.
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But counterbalancing these utterances was Roosevelt’s 

speech, of October 19th at Pittsburgh on the federal budget.
In it he likened the government budget to that of any family, 
pointing out that both must live within their incomes. Either 
one could have small deficits for a time, but continuation of
deficits would lead to bankruptcy. He delivered a blistering
attack on Hoover because of the federal deficits of the pre­
ceding three years and promised that when he was elected 
there would be a program of rigid economy in government that 
would enable the federal government to balance its budget with 
out raising taxes.-1- But Roosevelt was careful to add that

If starvation or dire need on the part of any 
of our citizens make necessary the appropria­
tion of additional funds which would keep the
budget out of balance, I shall not hesitate
to tell the American people the full truth and 
ask them to authorize the expenditure of that additional amount.^

Roosevelt had rejected the borrow-and-spend arguments but
he left a loophole In his rejection.

Although Roosevelt's position on public works was not

1. Ibid, pp. 795-811. In the 1936 campaign Roosevelt wanted 
to make another speech at Pittsburgh explaining his 1932 
stand in the light of the huge federal deficits of the suc­
ceeding years. Samuel I. Rosenman re-read the 1932 speech 
and then told P.D.R. that "the only thing you can say about 
that 1932 speech Is to deny categorically that you ever 
made it". (Rosenman, op. cit., pp. 86-87).

2. Ibid, p. 810.
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consistent, he did foreshadow in his campaign speeches most 
of the measures of the early New Deal, including agricultural 
relief (AAA), supervision of the securities exchanges and the 
sale of securities (SEC), legislation to save farm mortgages 
from foreclosure (PCA), Civilian Conservation Corps (CCC), 
Tennessee Valley Authority (TVA), legislation to save small 
home owners from mortgage foreclosure (HOLC), establishment 
of the National Recovery Administration (NRA), and legisla­
tion for the relief of railroads and revision of the rail­
road bankruptcy laws. All of this legislation implied a 
greatly expanded role for the federal government in the regu­
lation and direction of economic activity.

In particular, Roosevelt's program in 1932 represented 
much greater acceptance of the principle of planning than the 
American people had been accustomed to in the past. F.D.R. 
had spoken of planning in broad, general terms prior to his 
nomination, and his record as Governor included a comprehensive 
program of land-use planning. In the 1932 campaign he broadened 
his advocacy of the planning principle by applying it to other 
areas of the economy. In addition to reforestation of marginal 
lands and government power development as the keystone of re­
gional development --  applications of the regional plan
idea --  the candidate advocated planning for agriculture to
maintain farm purchasing power and planning for industry to 
balance production and distribution. For railroad transporta­
tion he also advocated planning, directed and financed by
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government. Each, one of these types of planning, as F.D.R. 
described them in the campaign, envisaged a different com­
bination of government and private decision-making; all were
variations on the same theme, however --  the private enterprise
economy was to be strengthened by a substantial amount of 
government intervention In the making of economic decisions.

Most of the political commentators and editorial writers 
of 1932 were not aware that Roosevelt's campaign speeches con­
tained an outline of such a program, nor did they realize the 
implications of a changed role for government In the economy. 
Perhaps they did not analyze Roosevelt’s campaign speeches or 
penetrate the generalities in which some of his more important 
proposals were cloaked. There was one observer, however, who 
did understand that the 1932 election was likely to be a 
turning point in economic policy, a turning point that would 
mark the replacement of the businessman as the dominant 
decision-maker in the economy and the substitution of the 
federal government In his place. That observer was Herbert
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Hoover.

Hoover sought to communicate this knowledge to the 
voters, hut the warning was cloaked in such an emotional 
economic patriotism that few listened. Speaking at Madi­
son Square Garden on October 31st, Hoover argued that he 
stood for the true American ideal, while the proposals of 
Roosevelt constituted a rejection of those ideals.

This campaign is more than a contest between 
two men. It is more than a contest between 
two parties. It is a contest between two 
philosophies of government.
We are told by the opposition that we must have 
a change, that we must have a new deal. It is 
not the change that comes from normal develop­
ment of national life to which I object-, but the 
proposal to alter the whole foundations of our 
national life which have been builded through 
generations of testing and struggle, and of the 
principles upon which we have builded the nation. •*-

Hoover asserted that the true liberalism on which America had 
been built assured freedom to the individual and equal oppor­
tunity; it gave free play to the initiative and enterprise of 
the individual, and had resulted in the great advances in ma­
terial well-being of the past 150 years. The depression was 
only a temporary interruption of this progress. Further ad­
vances would be made in the modern world by voluntary coopera­
tion by individuals, and not by an Increase In governmental 
powers s

1. Herbert C. Hoover and Calvin Coolidge, Campaign Speeches
Of 1952 (Garden City, N.Y., Doubleday, Doran,1933), p. 167.
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It is in the further development of this co­
operation and a sense of its responsibility 
that we should find solution for many of our 
complex problems, and not by the extension 
of government into our economic and social life. The greatest function of government is to build up that cooperation, and its 
most resolute action should be to deny the 
extension of bureaucracy.1

Hoover contended that the actions of the Democratic majority 
in Congress and Roosevelt’s campaign speeches foreshadowed a 
series of measures that would destroy the traditional American 
system: large expenditures for public works that would bank­
rupt the federal government, inflation that would destroy 
savings and all the financial institutions of the country, 
power developments that would put the federal government into 
competition with private enterprise, a competitive tariff that 
"would wholly alter our American system of life", and an ex­
panded role for government that would alter the traditional 
relationship between federal, state and local governments.

Hoover correctly saw that Roosevelt would expand the 
powers of the federal government in seeking to achieve what 
F.D.R. had called his "philosophy of social justice":

If these measures, these promises, which I 
have discussed; or these failures to disavow these projects; this attitude of mind, mean anything, they mean the enormous expansion 
of the Federal Government; they mean the 
growth of bureaucracy such as we have never 
seen in our history.2

TZ T O , p. 171.
2. Ibid, p. 190.
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Hoover realized that the election of Roosevelt would

mean the triumph of the idea of the "positive state" --
expanded regulation, welfare legislation and planning --
over the ideal of the "laissez-faire state" supported by- 
Hoover. The electorate chose Roosevelt by a vote of 
22,821,857 to 15,761,841.
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CHAPTER XVI
THE ECONOMIC PHILOSOPHY OP 
FRANKLIN D. ROOSEVELT, 1932

The economic philosophy of Franklin D. Roosevelt, as it 
had developed by 1932 may he summarized briefly, and In gen­
eral form. The private enterprise-private profit economy 
should not be abolished, but retained. However, its opera­
tions were not always benevolent and did not always promote 
the general welfare; hence those operations must be improved 
and supplemented by State and Federal government efforts when­
ever the need arose.

This economic philosophy was years in developing. Its 
beginnings lay in the noblesse oblige philosophy of the Hudson 
River gentry: less fortunate members of the community should
be helped by the more fortunate. Roosevelt, however, was to 
go well beyond this philosophy. He became a spokesman for the 
idea that society owed a debt to those who suffered economic 
misfortunes: provision should be made for those persons as a
duty of society and as a right of the individual, rather than 
as charity.

At Harvard Roosevelt had courses In economics that were 
centered on the economic problems of his time, courses that
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emphasized the growth of hig business and economic concentra­
tion, the monetary problems of the period, and the growing 
maturity of America as the frontier disappeared. His pro­
fessors were advocates of economic reform who took the atti­
tude that the economic system was not to be Judged on the 
basis of abstract principles alone, but on its performance 
as judged by its contribution to human welfare. Although it 
is difficult to estimate just what Roosevelt took from his
Harvard courses, one thing is clear --  the courses themselves
were part of that intellectual-political ferment that was 
leading to Progressivism.

Roosevelt emerged from college when the Progressive move- 
.ment was in its early stages. The theme of that movement was 
political and economic reform in the interest of the common 
man, and it emphasized that concentration of economic power 
was the major reason for the failure of American democracy to 
realize fully its potentialities. Roosevelt's schooling in 
progressivism made these two points major elements of his 
economic-political philosophy. In his early political career 
F.D.R. was in the progressive tradition, fighting bossism and 
big business, supporting welfare legislation, advocating con­
servation and other liberal causes. He was influenced by the 
example of his "Uncle Ted" Roosevelt; he supported the pro- 
gresStivism of Woodrow Wilson.
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The ideas of progressivism were applied by Roosevelt in 
his career as Assistant Secretary of the Navy, where he had 
practical experience in dealing with monopoly in industry 
and in working with a pro-labor policy* His statements about 
economic problems were much more sophisticated after his Navy 
Department experience than they were before it. Of importance, 
too, in these years, was economic mobilization in the first World 
War, which gave some idea of what the modern industrial economy 
can accomplish when directed by government leadership toward 
the achievement of a particular goal.

The tradition of progressivism was carried on by Governor 
Smith of New York in the twenties, taking the form of a pro­
gram of welfare legislation. F.D.R. was one of Smith’s strongest 
supporters. It was in these years that Roosevelt emerged as a 
party leader who emphasized the economic basis of political 
parties and sought to base the policies of the Democratic party 
on a truly "progressive" program that would promote the welfare 
of the common man.

Roosevelt was fundamentally a reformer who accepted the 
general framework of economic institutions of his time. He ac­
cepted the concept of private enterprise ---  but wanted to im­
prove the performance of business. As early as 1914 he had 
differed with his superior, Secretary of the Navy Daniels, 
over the purposes of the government's armor-plate plant: while
Daniels wanted a plant large enough to produce all the govern­
ment's requirements, if necessary, F.D.R. wanted only a pilot
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plant that would act primarily as a "yardstick" to judge the 
performance of the navy’s suppliers. In the twenties F.D.R.'s 
work with the American Construction Council indicated the type 
of reform he thought was necessary in business: businessmen
themselves could Improve the performance of industry by co­
operation, and public service could become the goal of re­
sponsible business leaders. In this way business itself could 
set its own high standards, and reduce the influence of the 
speculator, the promoter, and the monopolist. Roosevelt was 
not troubled by the possibility that the trade association 
might develop into an organ of monopoly. What Roosevelt con­
demned about modern American business enterprise was the de­
velopment of monopoly and the concentration of economic power --
as, for example, in his Tammany Hall speech of July 1929. He 
was not anti-business, but was opposed to monopoly and financial 
promotions.

One of the most interesting aspects of Roosevelt’s economic 
thought was his advocacy of land-use planning. Beginning with 
a strong interest in farming that began in the rural environ­
ment at Hyde Park, he was an early advocate of conservation 
and reforestation. His desire to preserve and strengthen rural 
life appeared at an early date, and was supplemented by ac­
quaintance with the regional plan idea as it was applied to 
cities. Government development of water power resources, ad­
vocated by Governor Smith, was likewise promoted by Roosevelt. 
During the latter’s terms as governor these threads emerged as 
a regional plan for New York, comprising a comprehensive land-use
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survey, reforestation, road construction and building of re­
gional markets, electrification, and dispersal of industry 
into rural areas.

Supplementing F.D.R.'s reforming attitude toward business 
and agriculture was his advocacy of social welfare legislation: 
laws protecting the worker, unemployment insurance, and old 
age insurance.

Roosevelt's advocacy of reform was always tempered by po­
litical considerations as he sought the best methods of pro­
moting his ideas in the particular circumstances of the moment. 
Although his individual utterances are not good guides to his 
thinking, there was, nevertheless, a considerable degree of 
consistency in his actions and statements. The road to reform, 
as Roosevelt trod it, was not always straight and narrow, but 
its windings were always in a consistent direction.

While Roosevelt's economic philosophy found its greatest 
strength in long-range reforms, particularly welfare legisla­
tion and land-use planning, it found its greatest weakness in 
finding policies to meet the depression emergency. There was 
little enough in progressivism or in the desire to help the
underdog --  or, indeed, in the orthodox economic thinking of
the late twenties and early thirties --  that would lead to
effective anti-depression policies.

Roosevelt’s economic thought did contain the germ of a 
comprehensive attack on the depression; his underconsumption
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theory of depression origins. His proposals to raise farm 
purchasing power and provide a better relief system for the 
unemployed were considered by Roosevelt to be means by which 
consumer spending could be increased. But if he had carried 
his underconsumption theory to its logical conclusion he 
would have advocated a large program of public works, and 
this he did not do.

By far the most important aspect of Roosevelt’s program 
in 1932 was its acceptance of the principle of planning. 
F.D.R. did not advocate a system of comprehensive, central 
planning for the entire economy. But he did show a willing­
ness to experiment with different kinds of planning to meet 
the needs of different areas of the economy.

The American people in 1932 had been prepared for such 
an approach by two developments. In the first place, gov­
ernment Intervention In economic affairs had been growing 
for decades. Beginning with intervention in a few areas of 
the economy/ on a piecemeal basis --  public utility regu­
lation, acts regulating working conditions in factories,
and the beginnings of conservation programs --  the nation
moved into the area of monetary controls with the Federal 
Reserve Act of 1914 and into the beginnings of farm relief 
in the twenties. With the onset of the depression Hoover 
went even further, attempting especially In the area of 
finance and credit to take effective action against the
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depression.

In the second place, the depression itself mas so 
severe, and recovery from it seemed so far off, that many 
persons lost faith in the Idea that a normal, natural re­
covery would quickly come. Maybe the freely operating 
market economy would ultimately bring about a recovery, but 
it would take so long and be so costly that the nation 
could not trust Itself to the process. F.D.R. himself ex­
pressed this idea in his speech at Oglethorpe University 
on May 22, 1932, when he advocated planning to avoid de­
pressions. Roosevelt recognized the mood of the nation, 
that it was willing to experiment with new and fairly 
drastic methods of ordering economic life.

The principle of land-use planning expressed by Roose­
velt as Governor appeared in the early New Deal in the Ten­
nessee Valley Authority and Its program of cooperation be­
tween a government corporation, local government and 
individuals for river valley development. The Civilian Con­
servation Corps of the early New Deal was another form given 
to F.D.R.*s ideas of land-use planning.

In the 1932 campaign Roosevelt accepted the principle of 
planning as a means of raising farm prices; the result was 
the AAA legislation of 1933, encompassing benefit payments 
to farmers and restriction of output. Planning for agriculture
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was to be done by the Federal Department of Agriculture, 
with approval by the farmers.

In Industry, trade associations were to "adjust pro­
duction and consumption" through codes of fair practice 
supervised by government. Roosevelt’s work with the Ameri­
can Construction Council in the twenties was a partial step 
In that direction, and his endorsement of the major principles 
of the Swope plan at the Commonwealth Club In San Francisco 
on September 23, 1922, was the preamble to restriction of 
output and maintenance of prices by trade associations under 
the NRA codes.

All of these forms that were given to the principle of 
planning encompassed varying amounts of government direction, 
voluntary participation, and compulsory participation. They 
were experiments in new forms of social control, variations 
on the theme of planning in economic affairs. Aside from 
emergency banking legislation, the most striking aspects of 
the program of the "hundred days" of March-June, 1933, were 
NRA and AAA, and perhaps the most lasting monument of the 
early New Deal will be TVA.

The positive state as it was developing in the Roosevelt 
program encompassed more than planning in several forms, how­
ever. The framework within which private enterprise could 
operate was to be more closely defined and Federal regulations 
extended, i.e., railroad bankruptcy laws and securities regula­
tion. Welfare legislation was to be extended, through



www.manaraa.com

401*

unemployment and old-age insurance. The debtor was to 
be aided by government provision of farm credit and loans 
to home owners. An expanded program of unemployment re­
lief was to be adopted. In many ways other than planning 
the Federal government was to take greater responsibility 
for the functioning of the economy.

Clearly, the Roosevelt program enunciated in 1932 
and developed in the early New Deal represented a turning 
point in economic policy. Although it had its antecedents, 
including a number of measures adopted during the Hoover 
administration, it represented an important advance of gov­
ernment intervention into new fields, using a variety of 
new techniques. The "positive state" was advancing on all 
fronts: regulation of business activity, welfare legisla­
tion, planning.

Herbert Hoover, who discerned this aspect of Roosevelt’s 
New Deal, did not clarify matters by his charge of socialism. 
Roosevelt's program was far from the fundamental beliefs of 
the socialists: he did not advocate Federal ownership of
basic industries or comprehensive planning of economic life, 
nor did he reject the profit system as the motivating force 
for production and distribution. Hoover misstated the prob­
lem, and Roosevelt's answer that he was not a socialist dis­
posed of the criticism as far as Roosevelt was concerned.
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Nevertheless, a real problem remains: would Roose­

velt's "positive state" preserve conditions in the economy 
within which private enterprise could operate with vigor 
and health. Roosevelt thought that it would, indeed, that 
such action as his program represented was essential to 
the preservation of private enterprise. Nevertheless, the 
problem remains, more than twenty years later. Is the 
"positive state" a temporary stopping place on the road to 
socialism, or Is it a true alternative?
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ABSTRACT
THE ECONOMIC THOUGHT OF 

FRANKLIN D. ROOSEVELT TO 1932
By DANIEL R. FUSFELD

Roosevelt was brought up In an a tmosphere of noblesse 
oblige that taught concern for the unfortunate and service 
to the community. These ideas were later to expand into a 
belief that one of the most important functions of govern­
ment was to promote welfare through legislation.

At Harvard F.D.R. had courses in economics that were 
centered on the economic problems of the early twentieth 
century -- big business and economic concentration, money, 
and the growing maturity of the American nation. His courses 
were close to the orthodox economics of that time, and they 
emphasized reform within the framework of the existing order.

F.D.R. began his political career at the height of the 
progressive movement, and was strongly influenced by both 
Wilson and Theodore Roosevelt. From progressivism F.D.R. 
took the themes of economic and political reform in the In­
terest of the common man, of big business as a danger to 
democratic principles, and of the need for conservation, and 
he supported the welfare 3e gislation of the progress! ve 
period.

Although F.D.R. placed his major emphasis on political 
reform when he first entered
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politics in 1910, his experiences as Assistant Secretary of 
the Navy from 1913 to 1920, which brought him into direct con­
tact with big business and labor, caused him to shift the em­
phasis in his thinking to economic problems.

The welfare legislation of Mew York State in the 1920fs 
under Governor Alfred E. Smith -- strongly supported by F.D.R.
-- represents an important connecting link between progressiviam 
and the New Deal.

During the twenties Roosevelt engaged in a number of busi­
ness activities. The most important of these was the American 
Construction Council, a trade association in the construction 
industry that sought to improve the performance of the industry 
by developing codes of fair practice and reducing instability.
It was part of the trade association movement that was to lead 
ultimately to the N.R.A. codes of the New Deal.

When Roosevelt became governor he tried to develop a pro­
gram of regional planning for New York State that included 
lower taxes for the farmer, increased state aid for roads and 
schools, a land-use survey to determine the best uses to which 
land could be put, a series of regional farmers1 markets, re­
forestation, and low-cost power to be obtained by state de­
velopment of the power resources of the St. Lawrence River, 
as well as by more effective public utility regulation. How­
ever, the depression brought to the fore problems of de­
pression relief and bank failures, and only a start was made 
on the projects for regional planning. At the same time
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w.D.R. pushed labor and welfare legislation, particularly 
old age insurance and unemployment insurance.

F.D.R. sought to find answers to the depression prob­
lem. He believed in an underconsumptlon-overproduction 
theory of the origin of the depression and expressed the 
view that economic planning was necessary. Plis "brain trust" 
was organized to work out specific anti-depression measures 
within that general framework.

In the 1932 campaign Roosevelt presented the major ele­
ments of his program for recovery and reform, fore shadow 5„ng 
most of the important legislation of the early New Deal. It 
was a program that emphasized increased regulation of busi­
ness, planning for agriculture and Industry, and an extension 
of welfare legislation. Roosevelt’s New Deal, as drawn up In 
the 1932 campaign^represented a dramatic shift away from the 
Ideal of laissez-faire.


