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CHAPTER I

THE ROOSEVELT FAMILY BACKGROUND

FPranklin D. Roosevelt's famlly heritage left its imprint
on his economic philosophy in two important ways. In the firast
place, he was imbued with the spirit of "noblesse oblige" that
characterized the landed gentry of the Hudson Valley. Thils
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
pre judices of the three major economic interest groups of twen-
tileth century America --- business, labor, commerclal 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, iIn 1880, he gave up actlve particlpatlon 1ln the manage-

l.

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 incorporators

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 Civll War he had helped organize the Southern Railway
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Security Company and served asa its president; this company took
part in the reorganlzation of Southern rallroads after the war,
including the lines that were to become the Southern Rallway and
the Louisville and Nashville Railway. His most continulng rail-
rbad interest, however, was the Delaware and Hudson Canal Co.,
of which he was a vlice-president and legal adviser for many years,
as well as president of one of its subsidiarlies, the New York and
Canada Southern Ralilroad. He was also president of the Champlain
Trangportation 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 & small steel property at
West Superior, Wisconsin, but he took no actlve part In the en-
terprise.

It was his country estate at Hyde Park which was dJames
Roosevelt'!s ma jor interest. There he created in microcoam 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 2:20, the champlion Gloster, later sellling the horse
to Leland Stanford. Fond of trees, he planted many on his 600
acres, and would never permit one to be cut unless 1t were de-
cayede.

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 hls 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 Assembly."l A life-long Democrat, he was
sald to have been politically important in that party in New
York State and an "intimate friend"™ of Grover Cleveland, whom
he visited at the White House in 1387 with young Franklin, then
aged filve years.2 Like the other Hudson Valley aristocrats,

however, hlis 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 Epliscopal parish he served as vestryman and warden and was
& representative to the Diocesan convention. He served on the
Board of State Charitles and was a manager of Hudson River State
Hospital. "Actively useful as & business man, & 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 nobllity and honor of hls inner Christian
character."®

Among the Hudson Valley squilrearchy were such wealthy
families as the Astors, Vanderbllts and Aspinwalls --- and the
Delanos. It was from the last family that James Roosevelt chose

his second wife, Sara Delano, half hlis age and one of the belles

l. New York Tribune, 9 Dec. 1900.

2. Bellamy Partridge, The Roosgsevelt Family in America: An
Imperial Saga (N.Y., Hillman-curl, l19406), PPs 46=7.

3. Rev. Edward P. Newton, Historlcal Notes of St. James Parlish
(Poughkeepsig, A. V. Haight Co., 1913), 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, ¥. D. R.'s grandfather, had been a partner in
Rugsel, Sturgls 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 hlis 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 Pennsylvanla, Tennessee and
Maryland.l O0f this rentier wealth Sare Roossvelt inherited about
#$700,000 worth of securities when her father dled in 1898.

Sara Roosevelt felt very strongly that there was something
inherently valuable in the mode of 1life of the Hudson Valley
aristocracy: honor, dignity, tradition and responsibllity 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 llfe. She expressed her views in a letter
to her son after a family argument with him on the subject:

"The foolish o0ld saying 'noblesse oblige! 1s good

and thonneur oblige! possibly expresses 1t 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 & great example, and my constant feeling 1s
that through neglect or laziness I am not doling my

T. A more detailed description of Warren Delano as & China
trader, the sources of his wealth, and hls linvestments
may be found in Danlel W, Delano, Jr., Franklin Roosevelt
and the Delano Influence (Plttsburgh, James S. Nudl Pub-
TTcations, 1946), pPpPe. 1o7=171l, espe. ppe 1l58-63.




part toward those around me.... With the trend to
tshirt sleeves', and the ideas of what men should
do in always belng 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 traditlons some of us love best,

of what use 1s 1t to keep up things, to hold on to
dignity and all I stood up for this evening."l

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 peld memberships, and she fought very strongly
against any tax support for the institution, feeling that 1t was
the responsibility and obligation of the weelthier members of
the community to rrovide for the library.

The attlitudes of James and Sara Roosevelt were passed on
to Franklin ln hls education at home. FHis 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 perilcd, preserved at the Roosevelt Library,
give us a plcture of this type of educationy emphasis was placed
on such basic tools as grammar, penmanship and arithmetic,
lenguages --- German, French and Latlin --- and history. Other
subjects were taken up: the Bible, aastronomy, geograplhy,

Wagner's Das Rhelngold, and so forthe We note a considerable

coverage of English history and geography, ancient and medieval
history, and forelgn languages. An orientatlon toward England
1. Ellliott Roosevelt (ed.), F.D.R.: His Peraonal Letters

(N.Y., Duell Sloan and Pierce, 1947-50), Vol. II,
PP« 274-5., Hereafter cited as lLetters.




and Europe is fairly obvious.t

One of F.D.R.'s governesses, a French-Swiss young lady,
had definite sympathies for victims of injustice and explocita-
tion which she passed on to her young charge. Under her in-
fluence the nine;year old boy wrote protestingly about the
common people of Egypt in an "Essai sur 1'Hlstoire Ancienne":

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

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

No man ever made s0 many really remerkable 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 1t, the first thing the inventor
knows, is that he has a powerful rival which
threatens to engulf hlm at the starte. The pirate
claims the invention. 80 does the real inventor
but 1t is the latter who has to prove kis wright,
and as it takes a long while to even prepare his
case, he is disheartened from the beginning. The
capltalists 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.
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Here are two examples of an attitude of concern for the exploited
and the underdog that was characteristic of the Roosevelts!

feeling of noblesse obligs.

F.D.R. felt that his "affluent heritage" should be used as
a bagls 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 actlve role in community life. He expressed
this 1dea 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 have
nothing left but thelr name --- they are few in
numbers, they lack progressiveness and a true demo-
cratic spirit. One reason --- perhaps the chief ---
of the virility of the Roosevelts l1s this very demo-
cratic spirit. They have never felt that because
they were born in a good position they could put
thelir hands in their pockets and succeed. They felt,
rather, that, being born in & good position, there
was no excuse for them if they did not do their duty
by the community, and it 1s because this 1ldea was
Instilled into them from their birth that fhey 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 demccracy 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
pert In community affalrs on an equel basis. Responsible and
independent citizenship in a soclety of mutual respect and

1. 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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conslderation was the ideal, and 1- was up to the gentry to set

an example which others could voluntarily follow.t

This same combination of democracy and noblesse oblige was

found in the Jeffersonian democracy of the early years of the

Z and the Hudson Valley gentry shared in and

nineteenth century,
retalned these beliefs. However, these ldeas were no longer in
the maln stream of American polltical thought. Jeffersonian
democracy had given way to more equaliterian ways of thinking in
the Jacksonian period, the Civil War had destroyed the souvthern
landed aristocracy and stearted an aristocracy of wealth on its
rise to power, and the conguest of the west had had 1ts 1Influ-
ence on new ildeas of democracy. While all this was going on

the Hudson Valley gentry reteined 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
ven Rosenvelt, had come to New Amsterdam from the Netherlands
in 1644 and seems to have been Jjust an ordinary, undistinguished

citizen. His son, Nicholas, born in 1658, took the name Roosevelt;

1. An interesting discussion of the connection between noblesse
oblige and democracy in Franklin D. Roosevelt's family heritage
Is To be found in "What's to Become of Us" Fortune, Vol. VIII,
No. 6 (Dec. 1955) 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 aristocrac?...functioning as the
guardlan 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 democratlc dogma". See
Arthur M. Schlesinger, New Viewpoints in American History,
(N.Y., Macmillan, 1922), 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.® He was & direct ancestor
of both Theodore and Franklin D. Roosevelt.

One of his sons, Jacobus, born in 18692, was a succesful
merchant in New York City. He deslt in general merchandise
such as cloth, coal, knlves, shirts, tsllow, butter, indigo,
pepper, pins and so forth, but speciallzed in sugar, molasses
and rum. Close relations were maintained with the firm of
Daniel Crommelin and Sona of Amsterdam from whom he imported
many manufactured articles. Jacobus branched out into resl es-
tate In Westchester County and Connecticut, as well as in New
York City, he invested in mortgages, he lent money, and even
owned en 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
children and relatives.2

Isaac Roosevelt, son of Jacobus born in 1726, continued
the family business 1in suger, molasses and rum, building the
filrst sugar refinery in New York City. A moderate Whig, he

was elected to the provincial Congress in 1775 and was & member

1. Partridge, op. cit., ppe. 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, mort-
gages, lnvolces, etc., and his will, from which this brief
description of his businesas affalrs was drawn.
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of the Cormittee of One Hundred, organized in New York City to
keep order and protect property from the radical revolutionlsts.
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.l

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 1in
Harlem, covering the area now bounded by 110th St., 125th St.,
Fifth Ave. and the East River. But in 1£19, 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 & member of the State Assembly (1796-7) and a New
York City Alderman (1809). Jemes Roosevelt, incldentally, was
the first Roosevelt to have a college education, graduating
from the College of New Jersey (later Princeton University) in
1780.2

F.D.Re's grandfather, named Isaac after the patriot Isasc
Roosevelt, was the first of the family to live solely at the
Mt. Hope estate. OCGraduated from the College of New Jersey in
1808 and College of Physiclans and Surgeons (later the Medical
School of Columbia University), he became a doctor in 1812.
T. This description of Isasac Roosevelt's business and public

life 1is condensed from Karl Schriftgiesser, The Amazigg
Roosevelt Family, N.Y., Wilfred Funk, 1942), ppe. 108-21.

2. 1Ibid, pp. 177-81.
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But he found the practice of medicine distasteful, married Mary
Aspinwall, daughter of & wealthy Hudson Valley family, and
settled down permanently on his estate.l 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 StatevHospital.

When F.D.R.'s grandfather acquired his country estate at
Poughkeepsle he moved out of the maln stream of American economic
life into a backwater: the life of the Hudson Valley gentry was
more c losely akin to 'that of the English lord than to any American
developments of the time. 1Indeed, the oldest families had held
manors in pre-revoluticnary days modeled after thelr English
counterparts, with rents and dues of various sorts pald 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 clty caplitalist.

The Civil War came, went, and the Roosevelts remained country
sgulres. It is true that F.D.R.'s father attempted to gather a
bit of the financlal spoll 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: I1ndustry,

T. JIbid, pp. 181-3.
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stimulated by the war, was expanding raplidly; the land and re-
sources of the west were belng 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 sald that the America of the post-Civil War
era had a dual naturse: "Agricultural America, behind which lay
two and a half centuries of exporience, was a.decentralized
world, democratic, indlvidualistic, suspicious; industrial
America, behind which lay only half a dozen decades of bustling
experiment, was a centralizing world, capitalistic, feudal,

ambitious."t

The Roosevelts, with thelr English, manorial heritage,
were not of either world, but they had interests in common with
bothe Although landowners, they were not farmers in the sense
that the mortgage-ridden homestesader wés, nor even the pros-
perous, independent farmer of the mid-west. They were estate-
owners, with hired labor and an income from investments. ILike-
wise, althdugh the Hoosevelts were not industrialists and
had not taken part in the exploltation of the west, much of the
family's income was derived from investments in this capitalist
side of America. IEven the invested wealth, however, had been
derived originally from trade and finance and not from industry.
Being nelther farmer, industriallst, nor promoter, the habits

1. Vernon L. Parrington, Main Currents in American Thought
(N.Y., Harcourt Brace, 1927), VOle LII, DP» 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 controel of wealth and raillroad monopolies;

they were not interested in hlgh tariffs and the destruction
of labor unions, as was the industriallist; they were not con-
cerned with preemptlion of public lands and subsldies, as was
the capitalist promoter. Rugged individualism --- the philo-
gophy 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 thelr ideal. In-
stead, the Roosevelts clung to the old traditions, honor, dig-

nity and noblesse oblige.

The fact that the Roosevelt traditlion was not that of in-
dustrialist, or farmer, or laborer may well explain, 1n part,
F.D.R.'s greatest political asset, his ability to include in
his program the demands of all three groups. Not being as-
soclated closely with any of the three, he did not have the
preconcelived 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. DBut while the

concepts of noblegse obllge would lead to charity, Roosevelt

was to become a spokesman for newer ideas. The bellef that
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government has a responsibility for soclal 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 individuval had a
responsibility for others, while the newer argued that the
community as a whole had a responsibllity for its less for-
tunate members. Koosevelt 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 toc the needs of a complex Industrial soclety.
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CHAPTER II
ROCSEVELT 'S FPORMAL 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 1t after Cheltenham, the
English public school where he had been educated. The school
had close tles with the Eplscopal Church:

This is a Church School indeed; we claim and stand

by the term. By 1t we mean not simply & school to

which 1s attached a system of religion conducted

after the manner of the Eplscopal Church.... We

mean that man and God belong together, and that

education alone is worthy of man's nature which

enables him to realize an? to incorporaste into his

1ife thls paramount fact.

A religlious atmosphere was malntasined: sacred studles, taught
by Peabody himself, was & required course 1in all six years, and
chepel attendance was required twice daily.

The curriculum was oriented toward the classics and England,
In additlon to religion. Six years of Latin and four of Greek
were requlred, whille French and German were optional. Ancient
history was taught for three years, Engllish history for two,
American hilstory for only one. The English courses took up
English rather than Amerlcan literature. A good training in
mathematics was glven --- six years study ranging from arith-
metlc to trigonometry. Indications of change In the curriculum
T. Sermon by Rev. Endicott Peabody, 14 October 1900, in Conse-

cration of St. John's Chapel, Groton School (Boston, T. R.
MarvIn and Son, 1500), pp. <o-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 forelign
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, empheaslzing religion and the classica, should
teach such a course, but Groton d4ld not consider itself isolaeted
from the wrld of affairs. In educational circles of the time
there was dlscussion of teaching the subject in secondary schools,l
and in that respect Groton was in the forefront of educatlonal
thinking. Fortunately, F.D.R.'s notebook for this course 1s
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
Groton in 1886 after graduating from Columbia Gollege.2 It be=-
gan with a discussion of the economic lssue of the day: sillver
va. gold. This was September of 1896 and a national election
weuld come in a month and the issue of the campaign was "free
silver”. Altgeld and hls supporters had wriltten a platform for

T. Joseph Dorfman, The Economic Mind in American Civilization
(N.Y., Viking Press, 1949), Vole III, pPe 239.

2. The Groton School Catalogue for 1896-97 describes the course
as follows: "Political Economye. Fundamental Principles of
Polit%cal Economye. Lectures and Discussions. No textbook
used.

There 1s no record of who actually taught the course, but
Henry H. Richards, Alumnl Recorder of Groton School is "rea-
sonably sure that the course in questlon was glven by Guy
Ayrault." (Richards to the author, 29 Nov. 1952).




17.

o

the Democrats that took over in large measure the Popullst pro-
gram; Bryan had stampeded the Democratic convention with his
"Cross of Gold" speech; the mortgage-ridden farmer had selzed
upon the issue of free coinage of silver as the answer to his
economic problem. On the other slde, many business and finan-
clal interests felt that free colnage of silver was inflatlonary
end would reduce the value of accumulated wealth and invested
capital; they supported McKinley with one of the largest cam-
paign funds in Americen history in a bitter and hotly-contested
campalign. |

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 1s the only sultable stsndard of value because it is stable,
while silver is unstable. Furthermore:

Pree colnage of silver means...s depreciated dollar.

The immedlate losers from a depreciated currency

are those who have laild by a good dellar, and will

receive back a depreclated dollar,...bank depositors,

«..members 1in various Insurance concerns,...pen-

sloners,...811 those that are creditors. But the

greatest loser of all ls the working man.
The worker finds his real income falling because pfices would
rise. fagter than wages. Thus, all groups in the economy would
be injured.

The next subject taken up waa 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, 1t weas
pointed out that capital was the means of expanding productlon,
and there could never be too much capital:

A glut of capltal is Impossible until everyone hag

everything he wishes, but there may be too much

capitel Invested in a particular business; 1In that

case capital wlll be withdrawn and will seek in-

vestment elsewhere.

And, as far as interest was concerned, it was a reward for ab-
gtinence and rigk-~bearing.

In dlscussing the value and exchange of commodities 1t 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
agsumptlion of competitlon 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-

stralnt 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,
1t 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 abllity in msnagling business".
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The discussion of wages was a curious mixture. First
ceme a paraphrase of John Stuart M1ll that restated the "wages
fund" doctrine, a doctrine that had been rejected by most
serious economists since 187631

Wages are paid from capital. The greater the capl-

tal of a country, the greater the amount of wages

paid. The rate of wages 1ls determined by demand

and supplye.

There followed an unsure statement of the Malthuslan theory
that an increase in wages results in a higher level of living
and then 1s followed by a population increase that depresses
wages once more.

But if real wages cannot be reised through higher wage
rates, what recourse does the worker have? Only an increase
in productlvity 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 profilts
are reduced below normal and a withdrawal of capital results.
Nor 1is the strike an answer:

A strike 1s like a war, costly and cruel, and it

would seem that boards of arbitratlon are the

rablional way of settling differences between
Capital and Labor.

Just as the course began with a discussion of a major 1lssue,

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

T, MII1 had abandoned the theory in 1869 in a review of Thornton's

Labour and Its Claims, but retalned it in later editions of

hls Principles o Polliticel Economy. Francis A. Walker's book

The Waﬁes Question (1876), sounded the death knell of the
waeges fund doctrine.




of the nineties was described as special-interesat legislation
benefiting the manufacturer and resulting in high prices. It
had been largely formulated in legislation immediately following
the Civil War, and each tarlff law passed since then benefited
more and more manufécturing interests. However, there were no
theoretical criticisms of tariffs and no theoretical arguments
for free trade: the discussion, at least as 1t appeared 1n
F.D.R.'s notebook, was nistorical and statistical, with much
data on prices, tariff increases, and benefits for particular
manufgcturers.

This was F«De.R.'s introduction to systematic economic
thought. The course was in the classical vein, 1ts heart being
the theory of value and distribution and 1ts emphasis on costs
of production. The main doctrines were derived from Ricardo,
Say, Malthus and John Stuart Mill. Parts of it were outmoded
by 1896; 1ts saving element was the extended treatment given
the main ilasues of gold vs. silver and tariff legilslation. 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 affailrs and in charitable activities
-=-=- as we mlght expect from hia family background of noblesse
oblige.

He was interested iIn the visiting lecturers, who were often
men of outstanding accomplishments such as Jacob Rils and Booker -

Te. Washington. He wrote to his mother:
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Mr. Rlis stayed over yesterday and last night gave
a most interesgstliang lecture on the poor in New York,
with stereopticon views, and there was great en-
thusiasm over him and the whole school cheeied when
"Teddy's" picture was thrown on the screen.

The leading events 1In 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.,
sympathlzing with the underdog, took the side of the Boers, much
to the chagrin of his pro-Britlsh mother:

Hurrah for the Boers! I entirely sympathize with
them,<

I am to debate in two weeks, but I fear I cannot
get the Boer questlon as we dgbate second, and
the firgt batech 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 1s actually on, 1t
wlll be best from the humaniltarian standpoint
for the British to win speedlly and civilization
will be hurried on, but I feel that the same re-
sult would have been surely obtained without war.

F.D.R. took an active interest in the debating soclety for
the four years he was at Groton. The group was primarily con-
cerned with internatlonal affairs during this period, and par-

ticularly the issues raised by American imperialism in the late

T, "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.
¢ FeDeRs to Sara Roosevelt, 11 Jan. 1900, Ibid, p. 374.
4. F.D.R. to Sara Roosevelt, 21 Jan. 1900, JIbid, p. 378.



22..
nineties: the Nicaragua canal, whether or not the navy should
be enlarged, esnnexation of Hawail, 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"” gside of all his debates:
against the annexation of Hawall, against an American guarantee
of the Integrlity of Chlna, and in favor of Philippine independ-
ence. He also spoke in favor of a large navy (his cousin "Teddy"
then being Asslstant Secretary of the Navy).

In his speech in opposition to the annexation of Hawaii,l
FeDeRe. stressed the costs of annexation and defense, the lack
of value of & 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
in Hawall, which were demanding annexation.2

Another major activity of F.D.R.'s at Groton was the
Misslonary Soc:iet.y.:’J This orgénization was devoted to religious
and charitable work of various sorts: it held religious services
in various localities near Groton, 1t supported a Boys!'! Club in

Boston, and 1t established and ran a summer camp at Squam Lake,

T, I51d, 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 Junlor 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. clt., pp. 240-241, 253-55, 232-86.
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New Hampshire, for underprivileged boys. Elected to the socilety
in 1898, F.D.R. and another boy were appointed "speclial 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 F.D.R. was part of a team that held religious
gervices in the neighborhood, F.D.R. being the organist. His in-
terest in the Missionary Society continued after greduatlon: at
Harvard he spent "a good deal" of time at the Boys' Club in
Boston, teaching, helping out with entertainments, and partlcl-
pating in sports.l

We find F.DeR. 8t Groton, then, in an environment with the
game orientation and ideas as his home, but associating with more
young people of his own age. However, the horizons are broader:
FeDe.Re. has come into contact with and entered discusslons at
sscond 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 F.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

Rocosevelt when he was & boy at Groton, more than

I should have thought justified by the impression

he left at the school. He was a qulet, 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 llked him. So far as I_know that 1s true

of the masters and boys alike.=
I. IB{,&, Poe 434,

2. Ibid, p. 34
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From Groton Roosevelt went to Harvard College. Entering
in 1900, he comple ted the requirements for the degree in three
years, but stayed on for a fourth, partly because he had been
elected edltor of the school paper and partly to graduate with
his class. As an undergraduate his major work was 1in the fields
of English, history and government, while as a graduate student
he concentrated in history and economica.t

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 "Cold 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 invlitations to
social affairs that remain among the papers at the Roosevelt
Library attest to his particlipatlon in its activities. But the
other side of colle ge life was study and although Roosevelt was
not an outstanding student, he took courses and passed them.
No study of his economlc or political thought can ignore those
four years spent at the outstanding Amerlican university.

Roosevelt took Harvard's introductory course in economics
in his second year. Although Frank W. Taussig usually taught
some sectlons of thils course, he did not do so in that year and
T. For the four years Roosevelt accumulated the followlng se-

mester hour credits: history 36; English 25; economlcs 18;
government 18; geology 9; French 6; Fine Art 6; phllosophy 3.
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Roosevelt's inatructor was Assistant Professor A. Piatt Andrew.l
The first half-year of the course was devoted to the classical
triad of production, distributlon and exchange.2 The foundetion

of the course was the great synthesis of classical economics in

Mill's Principles, supplemented by more recent modifications in

Hadley's Economicss. Production was defined as production of
useful goods and services, or utility, and depended upon division
of labor and capital accumulatlon for its incregase, 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 consliderable discusslon 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 typlfied by Andrew's statement
T. BAndrew later became chief research economist for the National
Mone tary Commission (1908-12) which recommended reform of the
banking system, and was Assistent Secretary of the Treasury
under Presldent Taft.

2. Required reading for the semester was:
John Stuart Mill, Principles of Economics: pp. 17-27; Book I,
Ch. 3-6 (except pp. 94-1005 and 110-127), 8, 10; Book II, Ch.
3, 11, 14-16; Book III, Ch. 1~5, 7-13.
Arthur Twinlng Hadley, Economics; An Account of the Relations
Between Private Property and Public Welfare: Ch. 3, 7 (except
sections 318=-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. Competlitive 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 halfl year by a discusslion
of four major problem areas: international trade and tarlifs,
banking, the trust problem and labor and social insurance.?

In discussing these problems Prof. Andrew showed & 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 successlion of speclal interest enactments detrimental to
the cmsumer and benefiting only relatlively small groups. Hils
discusslon 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 wes strongly criticlzed. Although
Andrew pointed out the advantages of large-scale production, he
insisted that "the main aim of promoters of combination is to

T. G. M. Blakney, Tutorial Outline for Economics 1 (1901-02)
pe. 34. (Harvard Archives)

2. Regqulred reacding for the second half-year was:
Mill, Principles: Book III, Ch. 17-18, 20-21, 25 (Section 3-4);
Book V, Ch. £ (Sections 5-6); Che. 10 (Section 1); Book I, Ch. 9
(Sections 1-2).
Hedley, Economics, Sections 467-493 and Ch. 6,

Charles F, Dunbar, Chapters on the Theory and History of Ranking,

Ch. 1—7 and 9"'12-

See Sglf-Tutoring Notes, Economlcs 1, 2nd half 1902, (Harvard
Archlves). These tutorial notes contain summaries of Andrew's
lectures to the class of which Roosevelt was a member.
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secure such a control over a particular article as to allow
the fixing of & monopoly price" and that "the attempt to pro-
hibit combination has proved futile and has simply driven the
competing concerns into closer consolidation",1l

Convinced of the evils of monopoly, Adrew advocated no
drastic remedies, relying on such proposals as publication of
corporation accounts, s federal incorporation law, 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".2

The course closed with a discussion of the lsbor problem,
with Andrew taking a mlddle-of-the-rcad position: unions have
a definite place, but &lso some faults. Unlons were necessary
to protect the worker, whose bargaining position was poorer than
the employer's and recognition of the right to organize resulted
in changes for the better in trade union policy: namely, elimi-
nation of political goals and reductlon in soclalistic tendenciles.
But restrictive practices, the closed shop and the union shop
‘were bad aspects of trade unlon pollcy. Although Andrew deplored
strikes, he considered them necessary preludes to the development
of collective bargaining, and he criticized the settling of
strikes by injunctlion instead of by bargalning. Andrew favored
the laws to promote welfare of the worker that were then being
debated: the eight-hour day, restrictions on chlld and female

labor, old age pensions, soclal insurance. The final lecture in

T. Self-Tutoring Notes, Ope clt., p. 37.

2. Ibld, pe. 40.
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the course was on socialism: Owen, St. Simon, Fourler, BElanc,
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 ccourses In history and economics. The courses
Roosevelt took 1n thls year, 1903-04, that are relevant to the
tracing of his economic thought were:
History 1lO0R. American History: The Development
of the West. Prof. Frederick J. Turner

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

Economics 9B. Econormics of Corporations. Prof. Ripley

Economlcs 8B. Banking and the Hlstory of the Leading
Banking Systems. Prof. Oliver M. W.
Sprague

Economica 8A. DMoney:; A General Survey of Currency
Leglslation, 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 alsc 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 Significanbe of the Frontier

in American History", had been published eleven years earlier, ad

had beer followed by a series of articles which discussed the
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economic and political effects of the passing of the frpntier.
Turner's basic thesls was that "American instltutions...
have been compelled to adapt themselves...to the changes in-
volved 1n crossing a continent, in winning a wllderness, and in
developing at each area of this progress out of the primitive
economic and polltlcal conditlons of the frontler into the com-

1 The influence of the frontler was a

plexity of city life."
dual one: 1t promoted unity and it helped develeop 1ldeals of
democracy and individualism. Furthermore, American development
was the hlstory of a series of frontiers, with & perennlal re-
birth of the Influence of frontier life on the larger socilety

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

T. Frederick J. Turner, "The Significance of the Frontier in
American History" (Report of the American Historical Asso=-

ciation for 1893, reprinted 1n The Frontier in American
History, N. Y., Henry Holt, 1920, pp. 1-38), D. 2.

2. Frederick J. Turner, "The Problem of the West" (Atlaentic
Monthly, Sept. 1896, reprinted 1n The Frontler in American

HistOI‘z, ppo 205-21), po 2190
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The free lands are gone, the continent is crossed,

and all thils push and energy i1s 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 1s demanding an extension of gov-

ernmental activity Iin 1ts behalf. In these demands
1t (western discontent) finds itself in touch with
the drpressed agricultural classes and the worklng-
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 atfairs, 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 world".2 The
problem was doubly significent because "the labor class has
been so recrulted 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 thls country
between capltal and labor have been accentuated by distinctions of
1. Ibid., pp. 219-220. This statement 1s almost prophetic,
for Roogevelt 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 Ameri-
can History, pp. 126-56), pp. 153-5.
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Turner belileved 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 &s to be the wonder of the world". But he added
.that "1t 1s stlill to be determined whether these men constitute
a menace to democratic institutions, or the most efficient fac-
2

tor for adjusting democratlic control to the new conditions'.

Turner's course at Harvard was a course in history and not

current politics.3 As a conseguence, the history of the de-

velopment of the west was covered in detsll, slong with much

discussion of the effect of the westward movement on political
and economic currents. The emphaslis was placed upon the inter-
reletionships between economic, politicel and soclal changes in
the frontier regions and upon the continuation of change after
the west wes occupled. Turner presented his analysis of current
trends In his last lecture: the free lands are gone, economic
concentration i1s 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.

T Frederick J. Turner, "Contributions of the West to American
Democracy" (Atlantic Mon thly, Jan. 1903, reprinted in The
Frontler in American History, pp. 243-68), p. 245.

2. 1Ibld, pp. 266-7.

3. DNotebook of Albert G. Waite for History 10B, Spring 1904,
Harverd Archlves. 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 1n ethnology, and hls book The Races of Europe, pub-

lished in 1899, has remained & classic in 1ts 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.
F.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 polltical
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, publlshed 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, speculatlive manage-

1 and second, monopolistic control

ment and overcepltallzation;
that kept prices "much higher than the price level under compe-
tition".® All of this called for action by the Federal Govern-
ment. The possible means of reform were federal incorporstion,
federal licenses for particlpation in interstate commerce and,
most important of all, "reasonable publicity and administrative
supervision for railroads and great ilndustrial monopolies akin
to that now applied to National Banks".s

Underlying Ripley's attitude was a convictlon that the
competitive economy was the most deslrable, but he recognized
that large corporaticns and glant comblinations were a feature
of the modern economy that had to be reguleted rather then
eliminated:

The ultimate remedy, as appllied to all classes

of corporations, must come from the courts and

the legislatures., But ln elther case the con-

tinued necessity of a strong and steady adminis-

trative control through some permanent board or

commission, supplementiﬁg and glving due effect
to the law ls apparent.”

l. William Z. Ripley (ed), Trusts, Pools and Corporations,

(Ginn and Co., Boston and N.Y., 1905), DDe X1X=XX1iV.
2. Ibld, p. xxve.
3. Ibid, p. xxx.
4., William Z. Ripley, "The Capitalization of Public Service

Corporations" (Quarterly Journal of Economics, Vol. XV,
1900, ppe. 106-137), 1bild, De 148.
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Ripley's course in the economics of corporations was a de-
tailed exposition of thease views.! He began with the hilatory

of the development of the corporation snd blg business, the pools

of the 1880's and trusts. But the heart of the course was a dig-

cussion of the financing of corporate mergers or combinations.

The first step is for a promoter interested in finenclal profits

’ to organize a company and, &as secretly as possible, buy up the
properties to be combined, disregarding high prices or over-

i capltalization. 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 toc 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 1l1s
too large and reorganization often is the result. Throughout
1. 7The 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 Jeremish W. Jenks' The Trust Problem, E. S. Meade's
Trust Finance, Richard T. Ely's Monopoliies and Trusts, and

John A. Hotson's Evolutlion of Modern Capltalism.

From time to time additional asslgnments were made, of two
types. First, scholarly and scientific studieg: articles in
the Economic Journal, Quarterly Journal of Economlcsa, Political
Science Quarterly, and the Journal of Political Economy, The
Text ol the Northern Securitles declsion of 1904, and parts of
the U.S. Industrial Commisslon Report on Trusts. Second,
popular works, some of them of &a muckraking type: Ida Tarbell's
and G. He. Montague's books on the Standard 0il Company, an

article by Lincoln Steffens in MeClure'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
wrast control from the "ins". Of course, in addition to the
profits of the promoters and financieras (20 percent was "mod-
erate") are the advantages derlived 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 1t.

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 publiclty 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
"raillroad problem". These were 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 slsc 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 fleld of railway economics that Ripley

achieved his greatest competence and renown. His two books on
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the subjectl were standard works for many years.

Ripley's course on the economics of transportation2
dealt with the problems of railroad rates, finance, consollda-
tion and regulation In much the same terms as his course on the
corporation. A short historical treatment emphasized develop-
ments pecullar to the American scene: cheap construction,
speculation and publlic alid. Then followed a discusslon of the
major railroad problems from the viewpolint of protection of the
public and the investor, with a great deal of detailed documen-
tation of abuses in rate-making, finance and consgclidation. For
example: the American railroads were built through the device
of corstruction 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 excesslve building of lines. Railroad
finance as a whole was characterized by speculaticn, financial
manipulation by insiders, stock-watering and so forth. As far
1. HRailroads: Finance and Organization (New York, Longmans,

Green and Co. 1915); and Rallroads: Ratés 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 Archlves) 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 Transportstion (N.Y., Appleton, 1903), wilth
generous additional readlng assigned in Arthur Twining
Hedley's early classic in the field, Railroad Transportation,
Charles Francls and Henry Adams' Chapters of Erie, numerous
articles in the professional economic journals as well as
in more populer magazines, and parts of the veport of the
Ues Se Industrlal Commlssion. '
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as railroad rates were concerned, the major problem was dls-
crimination resulting from localized and Imperfect competition
--- charging more for a shorter than for a longer hsul, for
example. The problem of obtaining "reasonable" rates in the
face of the companies'! attempts tocharge as much as the traf-
fic will bear received secondary emphasis. Consolicdation and
combinatlons 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 evlils. Reliance on a laisgez-falre attitude was imprac-

tical in the face of high fixed chargesl and the activities

of promoters, gpeculators and financiers. Since competition
could not be expected to survive, government regulstion was
needed to protect consumer and investor. It is interesting to
note, however, that Hlipley was not cpposed tc voluntary agres-
ments between railroad companies if they would lead to iImprove-

ment of service and i1f 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 resction 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. Walte for Economics 5,
Ripley, Rallroads: Finance and Organization,
pp. 594-607.

\-1

op. cit.
Oope. cit
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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 13896 presidential
campaipgn and had been an important issue in 1900 had died down.
But the echoes remained, along with a growing dissatisfaction
with the banklng system and awareness of buslness fluctuations.
Concern with these latter issues led to the great research pro-
ject of the National Monetary Commisslon 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
locked backward at the older controversies and forward to the
unsolved problems.

Profeasasor Andrew taught the course on Money, although a
more appropriate title might have been "The Quantity Theory of

Money".l

The students were given a long reading list on the
guantlty theory,2 and were to write a thesis evaluating 1it.
"Read and think," saild Andrew, "write your own ideas on the sub-
ject." While the students were thinking, Andrew lectured on
monetary history --- the use of gold and silver, origins of
paper money, early colnage 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, Indlia and Mexlico. The thread running
T, The Notebook of Albert CG. 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. Tausslg,
J. F. Johnson and others.
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through the discussion was the general validity of the guan-
tity theory. In this connection Andrew dilscussed the relation-
ship between the price of gold and the genersasl price iével,
saying that "in the long run Ricardo and the Bullion Committes
were right in saying that the gold premium and the price level
will follow each other. They were wrong, however, in saying
that the two movements were simultaneous".. Andrew was careful
to polnt 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.t

After this long historical analysis came a discusslon of
price levels: should prices rise, remain stable, or 211 for
best economic results? Andrew presented the arguments for and
against all three, pointed out that rising or falling prices
each had speclal advantages which were balanced by disadvantages,
and ended by endorsing a stable price level,

The next question was the effect of bimetallism on fhe
1. Andrew's position thet 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 relatlionship between the general price levsl
and the value of gold (Joseph Dorfman, The Economic Mind in
American Civilization, op. cit., p. 274), and Fred M. Tavlor
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 ides appeared in the theorles

of Warren and Pearson in the early thirtles ard 1In the gold
policies of the early New Deal.
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price level. Andrew presented the more sophlsticated argu-
ments of the bimetalllists thaet prices would tend tc be
gtabilized at higher levels 1f free coinage of silver were
adopted, but then he polnted 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 summnarized his views in the last lecture, A deflil-
nite relationship exists between the quantlity of money and the
guantity 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 leadlng banking systems, the
full title of Econocmic 8B, was taught by Assistant Professor
Oliver M, W, Sprague., Sprague was very much interested in mone-

tary and baenking reform and the relationship between monetary
factors and business actlvity. 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 1914.1 In
conformity with most orthodox economiets at this time, Sprague
looked upon the business cycle problem primarily in terms of
financial "crises" and attributed the causes of "“erises" to mal-
functioning of the monetary or banking systems, Thls led him
to the belfef that a  strong central |
T, Eistory of Crises Under the National Banking System (Washing-

~ton, Govt, Printing Oftice, 1910); and Banking Reform in the
United States (Cambridge, Mass,, Farvard 1911),
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bank, well-managed and using the devices of credit control de-
veloped by the BRank 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 1833, 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
guantity of money on the one hand, and price levels and business

1

conditions on the other. 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 specﬁlative 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 fells. If
speculation is checked trouble may be averted.

T. The Notebook of Albert G. Walte for Econonics 8B, 1903 (Harvard
Archives) gives a summary of the course a year before Roosevelt
took it. Chilef 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's 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
dlscount 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 specle, dlsaster may arise, Contraction

may be caused by successlve failures (rather than

by central bank policy) this condltion makes people

fearful of credit. The moment for contraction (by

central bank policX) has now gone by and contraction

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

All banks must combine their powers.... The bilg

banks must help, for a general derangement of

credit affects all institutions. Sudden contrac-

tion of loans blocks transferrence of commod%ties,

deranges payments and ralses hell generally.
On top of thilis, the American currency was inelastics 1its 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 & house 1n Boston to be
near her son and there were no letters home. Although in later
life Roosevelt made & 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

orliented toward economlc problems. He was obviously interested

in the problem of big business (Ripley's courses) and in monetary

T. 1bid, ppe. 57-9.

2. Notebook of Albert G. Walte, 1ibld, pp. 285-7. These are
Waite's words, not Sprague's.
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issues (courses given by Andrew and Sprague).l
Of equal significance is the fact that hils teachers ---
Ripley, Andrew and Sprague'--- were advocates of economic re-
form, & characteristic they shared with many of thelr contempor-

aries. They were not men who believed in a lalssez-faire state,

in which the government provides merely the minlmum 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 ecconomic 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, railrcad rates, or monetary instebility, 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
schonl 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 1n which he was interested he

did well, while in courses he did not like he did poorly.S F.D.R.

l. F.D.R. could have taken courses dealing with various aspects of

economic theory and the hilstory of economlc thought (taught by
Taussig, Carver, Andrew, Bullock and Gay), economic history
(taught by Gay, Sprague end Bullock), business-oriented courses
in accounting and insurance (taught by Cole and Wambaugh), or
courses on labor (Ripley), international trade (Sprague), publiec
finance (Bullock and Taussilg) and agriculture (Carver).

2. Interview with James P. Gifford, Associate D€an of the Law School
20 Sept. 1952; Frank Freidel, Franklin D. Roosevelts: The Ap-
prenticeship (Roston, Little, Brown, 1952), p. 76.
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was married during the spring of his first year in law school,

and, probably because of the distracticns Ilnvolved 1In the early

months of married life, falled 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.

1 He never did graduate from

law school or obtain the L1.B. degree: he took the bar examina-

tions in the spring of his final year, passed, and then dropped

out of school.

2

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=-

rortant to a study of F.D.R.'s economic thought.

In his first year Roosevelt took Professor John W. Burgess'!

course In American Constitutional Law.5 Burgess was & famous

teacher and a leading expert on his subject; hils basic preconcep-

tions were conservative and nationalistic.

4

T. Letters, Vole. II, ppr. €4-65,.

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,
Caseg on Equity Pleading and Practice.
Contractse. Charles T. Terry. Kesner, Cases on Contracts.
Domesatlc Relations and Law of Persons. dJames Be. SCOGGe
Smith, Law of Persons.
Equity. James B. Scott. Xeener, Cases on Equlty.
Real and Perscnesl Property. George W. Kirchwey. Gray, Cases
on Property, vol. 1; Kirchwey, Readings in Real Property.
Torts. Francis M. Burdick. Burdick, Cases on Torts; Pollock,
Torts.

4. Tor an analysis of Burgess' views see Bernard E. Brown, American

Conservatives: The Political Thought of Frances Lieber and John
W. Burgess (N.Y., Columbia Universlty Press, 1951).
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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. DBurgess! basic
theme was taken down by F.D.Re in his notebook: "the purpose
of conste law is to bring the political system into accord with
the social, This the one great aim of political development."l
Throughout the course Burgess sought to demonstrate that constl-
tutional law reflected sociél and political conditions and that
changes inevlitably came when the social and political environ-
ment changed. He polinted out that one of the great advantages
of the American constitution was its flexlibillty, although he
felt that the process of amendment was too difficult "and has

2 Roosevelt attended the

thrown a strain on judicial power'.
course quite regularly, and his interest in it is shown by the
fact that he borrowed other students! notes for the clasgses 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 detalled comparison

of the American, British, French and German constitutions.

He also had Professor Jackson E. Reynolds' course in

T. F.D.R., "Notebook on Constitutional Law", unnumbered page.
Roosevelt Library.

2. Ibid, p. 41l.
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Bailments and Carriers, or public utility 1aw.l In this course
F.D.R. studied the growing body of law developing around govern-
ment regulation ofpublic utilities and common carrlers. The

textbook, Beale and Wyman's Cases on Public Service Companies,

was vigorously underlined by F.D.R. and numerous marglnal com-

2 When Roosevelt took the course the modern

ments were made.
development of public utility regulstion under the rules laid

down by Smyth vs. Ames (1898) had hardly begun, but sarlier

cagses were well coverede. Roosevelt's marginal notes In his book
indicate that Professor Reynolds belleved 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 commissionas,
was carefully annotated as a result cf class discussions, and at

one point in the margin of People vs. Budd (1889) is the remark,

1. %igseve1§ also took the following courses in his second year
05-06):

Agency. Jackson E. Reynolds. Wambaugh, Cases on Agency.
Equlty. Willism 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.
Negotiavole Paper. George F. canfield. Ames, (ases 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
Compaenles, Public Carriers, Public Works and Other Public
Utilities (Cambridge, Mass., Harvard Lew Review Publ. Assne.,

« Roosevelt'!s copy is in the Roosevelt Library.
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"rnocks out Fileld's dissenting opinion in the Munn case".t

Reynold's belief in strong regulstion is illustrated by nota-
tlons 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 te 1limlt as much as pos-
sible their powers. The casge 1s clgarly 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 declde the case on its merits. But 1t is largely

the fault of the RR's 1In_not submitting all thelr

facts to the Commission.®
Roosevelt got one of his better grades in this course, a ngn 4
and these early studies in public utillity law gave him some
familiarity with one of the major economlc problems he en-
countered as Governor of New York.

In his third year at Columbia School of Law, which was not
comple ted, Roosevelt had Professor George F. Canfield's courss
T. Ibid, p. 83. This dissenting opinion of Field's was the

Dasis of the decision in Smyth vs. Ames. Roosevelt must
have missed the discusslion of Smyth vs. Ames, becsause

that case 1s not annotated or underlined and there is a
notation that it should be carefully studied.

2. Pencillled notes by F.D.Rs on I.CeCe v3. Detrolt, CGrand

Haven and Mllwaukee Ry. (1897). Law School Notes file,
Roosevelt Librarye.

3« Pencllled notes by F.DeRse On IeCeCe VvSe Alabama Midland ERr.
(1&697). 1Ibid.

4., Freldel, op. cit., p. 76.
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on Corporations and Professor Frank J. Goocdnow'!s course on
Munlclipal Corporations.l The former took up the law of cor-
porations --- their nature, powers and obligations and the
rights and duties of stockhol ders and directors --- while the
latter covered the powers of town and clty governments, with
special emphaslis on the police power as the foundation of
government regulations affecting private property and business
enterprise. The growth of government regulmtions under the im-
pact of the problems of growing clitles was chronicled in case

after case.

Roosevelt'a courses in law school continued his education
in eccnomics. In particular, they took up a broad economlec
problem that has lain at the center of most of the economlc con-
troversies of the twentieth century: the relaticnship between

government and the economy. Burgess! courses in constitutional

1. Roosevelt's third year (1906-07) law courses were:
Corporations. George ¥F. Canfield. Keener, Cases on Cor-
porations.

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 Admlnistration. Henry S. Redfield. Gray, Cases
on Property, vol. 4.

ctonf'lict of Laws. J. B. Moore. DBeale, Cases on the Con=
flict of Leaws.
Internaticnal Law. J. B. Moore. Scott, Cases on Inter-
national Law.

Municlpal Corporations. Frank J. Goodnow. Abbot, Cases

on Publlc Corporations; Smith, Cases on Municlpal 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, Reynolds'! 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 economlc point of view. Bailments'and Carriers and Corporsa-
tions in the Columbla law school supplemented Hconomics of Cor-
porations and Economics of Trensportation at Harvard, for ex-
ample.

In the world of the twentieth century, when the growth of
big business and glant corporations was ralsing a most important
l1ssue, and when the relationship of government to the economy
waa a persistent problem, Roosevelt had gotten a good background
at Harvard and Columbis upon which to build. Later in 1ifz tlen
F.D.Re 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, F.D.R. learned little at Barvard or
Columbia that mlight £it him to meet the problems of the great
depression of the thirtles, in particular, or the problem of
economlc instability, in general. His formal educatlon gave
him 1l1lttle basis for development in that area, and it was there

that his economic philosophy was weakest.
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CHAPTER ITI

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.l

F.D.R. was indeed a progressive. It was as a progressive
that he first entered polltical 1life, 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-
ceptors.2

America, in the first two decades of the twentieth century,
was undergolng some drematic changes. The dimlnishing supply
of free land on the frontler, a new wave of Iimmigration, 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-falre toward government actlon and intervention in the

everyday life of the individual.

To contemporaries the growth of blg business and concentration

1. Fran?es 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 lissues
ralsed by the growing maturity of the American economy. That
issue became the great theme which the "muckrakers" publiclzed
and on which the progressive movement was bullt: the concentra-
tion 5f economic power endangered the ldeal of democracy 1in
America. DNot only was it an economic problem, but it was largely
the csuse of political corruption: the "vested interest" sup-
ported corrupt political machlines that created and protected
special privileges for the business or financial titan. Such
wag the view of contemporary reformers, and the result was a
two-pronged attack on "bossgslsm" 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 ierment. 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 selze the na-
tion's anthraclite mines unless the owners agreed to arbitrate

1

their dispute with the United Mine Workers. By 1913 union

T.~ ChIlly Harvard student Franklin D. Roosevelt, more interessted
in the politicael 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 serlous mistake in
interfering =--~- politically, at least. His tendency to make
the exsecutive power stronger than the houses of Congress 1s
bound to be a bad thing, especlally when a man of weaker per-
sonality succeeds him in office. (Letters, I, p. 481).



membership had grown to over 2,‘700,000,l but not without much
employer opposition and violence,

A changing and maturing Amerlica, beset with important
economic problems, was the stage on which appeared the progressive
movements Its reform emphasis dominated the political scene in
the years immedlately preceding the first World War and was the
environment in which F.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
LaFollette, influenced him least.

Tneodore Roosevelt and Franklin D. Roosevelt were distantly
related. Fourth cocusins, they had a common ancestor in the
eilghteenth century. Their social backgrounds weré similar; both
came from wealthy familles and both had good educations. Both
started in politics in the same fashion: as members of the state
legiglature each led a fight against political corruption and
bossism and incurred the displeasure of those 1n control of his
party. Their ideals showed a similar development; Dboth greatly
concerned about soclal justice, thelr sarliest 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

T L6 Wolman, Ebb and Flow in Trade Unionism (N.Y., National
Bureau of LcSHomIc Research, I936T, T- 16+
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for his opposition to corruption in government and the influ-
ence of "speclal interests" on government through the political
boss. As a member of the New York State Leglslature in the
early 1880's 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. Appolinted by President Harrison to ﬁhe Civil
Service Commission, he dramatized the fight to place more Jobs
under the clvil 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.
Rut 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 1life
and forest conservation, a pure food law, the taxation of pub-
llc utility franchises, and a series of labor laws designed to
improve working conditions. His attitude at this time was
middle-of -the-road: he rsjected "Bryanism", but also felt that

"improper corporate influence”™ was just as bad.l

1. Theodore Roosevelt, An Autobilography (W.Y., Scrlbnerts,
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 blg busineas:
interventlion in the coal strike of 1902; the case against the
Northern Securities Co. (1202-04) and the introduction of anti-
trust suits against United States Steel Corp., Standard 0il Co.
and American Sugar Refining Corp.; the Elkins Act (1903) that
forvade raillroad rebates and the Hepburn Act (1506) that gave
power to regulate rallroad rates to the Interstate Commerce Com-
mission; creation of s Department of Commerce and Labor, in-
cluding a Bureau of Corporations (1903); a pure food act (1906);
and aﬁ act providing for inspection of slaughter houses (1906).

But whlle Roosevelt caused the Federal government to inter-
vene incresasingly 1in 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 comblnation did not necessarily
mean that it was inconslstent with the public welfare.

Theodore Roosevelt'!'s administration was also notable for
great advances 1in conservation: a rapld 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 hils African

and European trips in 1910 that his reforming views reached
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maturity. Advocating a "new natlonalism" that was to be a
stfuggle 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
politiclans 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".l 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 regula tion of the
public utility type over "combinations which control necessaries
of life". He bellieved in a graduated income tax and en 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 work 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 humen welfare.... The

man who wrongly holds that every human right is

gsecondary to his profilt must now glve way to the

advocate of human welfare, who rightly maintains

that every man holds hls property subject to the
general right of the community to regulate 1its

I. Theodore Roosevelt, The New Nationalism, (N.Y., Outlook COe,
1910) ? pp. 5"550
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use to whatever degree the public welfare may
require 1it.

It was Theodore Roosevelt who was the model F.D.R. adopted
when he began his political career. Indeed, i1t 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

2 In the campaign

be elected in a normally Republican district.
F.D.R. attacked the same Republican bosses who were attacked by
Theodore Roosevelt and sought to identify himself with the in-
surgent Republicans.5 His tactics were a living example of the
philosophy of direct responsibility of the legislator to the
electorate: F.D.R. vislted almost every town and villaze 1n
the district --- the first time any candidate had done such a
thing. The theme of hls campaign was opposition to "bossism"
and "legislation for special interests"® --— an issue on wnich
the Republican as well as the Democratlc party was extremely
vulnerable. To further this end he advocated direct state-wlde
primeries to nominate candidates for office.® The progressive

tone of his campaign, the Roosevelt name, the grass roots method

of vote-getting and the Republican split all combined to send

I. Tsla, ppo 25"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 Wisconslin Press, 1946), pPs. 134-155.

3. TFrank Freldel, Franklin D. Roosevelt: The Apprenticeship
(Boston, Little, Brown and Co., 1952), p. 92.

4. Campalign speech at Hyde Park, 5 Nov. 1910 (Roosevelt Library).

5. Campalgn speech at Phillipstown, 2 Nov. 1910, summarized in
the Cold Spring Recorder 4 Nov. 1910; F.D.R. to the Editor,
Hudson Republican 7 Nov. 1910, p. 8.
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F.D.R. to the State Senate at the age of 28.

Franklin Roosevelt then lived up to his campalgn attacks
on bosalsm 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, & man
whom Roosevelt and other up-state Democrats could not accept.
Not only were they opposed to his affiliation with the notoriously
corrupt New York City rmechine, but they recognized that the party
could not remain the choice of the up-state voters and still re-

1 Thus, 1t was a

tain the dominance of Tammany in its affeirs.,
fight for the alle giance of the voters In the home dlstricts as
well ss a fight against bossism,

FeDeR. took the leadership of the small group of Democrats
who abstained from voting so that "Elue Eyed Billy" Sheehan could
not obtain the majority necessary for his election, and for three
montha the business of the legilslature was helted while the dead-
lock continued. -Roosevelt maintained that the party cavecus which
nominated Sheehan had been "fixed in acdvance" and that the in-
surgents were fighting against the "boss rule system" and for the
bagic principle of representatibn of the desires of their con-
stituents.2 "Business must get out of politics", said F.D.R.,
T, 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.
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"the Murphys who represent business must be cleaned out.

In the end Rocosevelt won and & compromlse candidate was elected.
The remainder of F.D.R.!'s career Iin the legislature was
léss spectacular. He continued his advocacy of pelitical re-
forms designed to promote more democratic procedures, even though
these meesures 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
customary procedure of nomination by party caucus;2 the short
ballot, which would provide fewer candidates to be voted on and
more subordinate administrators to he appcinted by the governor;"5
and direct election of United States Senators.? Roosevelt thought
that the direct primarlies bill was partlcularly Important, offering
the voter a weapon with which the bossism of both parties could
be defeated.® He took an equlvocal stand on woman suffrage, how-
ever: although he favored 1t, he wanted the progrosal submitted
1. Quoted in Toledo (0Ohio) News-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 Febe. 1911; N.Y., American,

2 Apr. 1911. A measure to provide for direct primaries was
passed during the 1911 session of the legisleature.,

3¢ FeDeRe to the Editor, N.Y, Times, 6 Sept. 1912.

4. F.D.R. Introduced a resolution requesting the United States
Senators from NVNew 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, M.Y., 23 Dec. 1911,
(typescript and written notes in Roosevelt Library).
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1

to a referendume.

One of the major targets of all progressives was speclal
privilege for big business and F.D.R. entered this fight slso.
Years before, the leglslature 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 actlon.
F.D.R. denounced the original grant as a "steal" and helped lead
the fight for annulment. In this effort he cooperated with a
not too enthusiastic Tammany.2

Coming from a constituency that was lsargely agricultural,
and being a gentleman farmer himself, F.D.R. took & strong 1ln-
terest in conservation and agricultural legislation. In the
1911-12 sessions he was a member of the Agriculture Committee
and chairman of the Forest, Fish and Game Commlittee. In the
1913 session he was chairman of the Agriculture Committee and
a member of the Conscrvation Committee, the latter replacing

the Forest, Fish and Came Commlittee of the previous session.5

frage League, Poughkeepsie Dally Eagle, 30 May 1911; F.D.R.
to Miss Anna G. W. Dayley, 1 Feb. 1911 (Roosevelt Library);
F.L.R. to Miss Abble Leach, 24 May 1911, (Roosevelt Library).

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

3« FeLeRe was also & member of the Committee on Railroads and
Canals in 1911-12 and Rallroads, Codes, and Military Af-
falrs in 1913. Manual tor the Use of the Leglslature of
the State of New York, (Albany, J.B.Lyon Co., 1911, 1912, 1913).

1. F.D.Re. to the President of the Dutchess County Equal Suf-
r
|
|
|
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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 1t, 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 governmentl and re-
strictlons on the cutting of private forests,z both of which
were killled by the committee. The latter propossl, which was
desligned especlally 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 detall of ths

bill, was really based on the assumption that the

State has no right to tell a private individuval 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 1t 1s going to

take a good many years before this can be effectu-

ally brought about.?

Roosgevelt had been interested in conservation for yearse.
The country estate at Hyde Park had always been well managed,
and a program of forest menagement 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 iIn 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
I. William G. Hannanp, "Legislstive Bills Proposed by the Hon.

Franklin De. Roosevelt in the Senste 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 He 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
necesslty 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
conslder the problem of providing homes and small
farms in the country; the problem of Iincreasing
and making more avalilable the produce of the
country and the problem of securing better trans-~
portation. This 1is no real estste scheme.... It
should be handled by intelligent cooperation among
the citizens of the city.l

It was about this time that FP.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
the city plan of Chicago.2
When at Hyde Park F.D.R. frequently spent hours talking
with farmers about crops and the farmers'! situation and the
history of the lccality. In this way he not only got to know
people, but also their viewpoints, hopes and aspirations.3
Management of the estate at Hyde Park also contributed to F.
DeRe's interest In and knowledge of the problems of the farmer.

Thug, as chalirman of the Agriculture Committee 1n 1913 he was

in a position to apply his progressivism to another area in

T. Poughkeepsie Evening Enterprise, 4 March 1212.

2+ Franklin D. Roosevelt, "Growing Up By Plan", The Survey,
Vol. LXVII, no. 9, (1 Feb. 1932), p. 483.

5. FJD.Re's interest in local farmers was described by Mrs.
Roosevelt in an iInterview with the author, 16 Aug. 1951.
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which he was interested.

A ma jor project was a blll to regulate and supervisge com-
mission merchants: they were to be bonded and licensed, with
the object of securing honesty in their dealings with farmers.l
Interested in finding out exactly what happens in the middle-
men'a job, F.L.R. tock an early morning traln from Hyde Park to
arrive before dawn at the New York docks and follow & 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.Re convinced that measures must be taken to eliminste some
of the expenses of distribution. The blill was passed. Other
projects to aid the farmer supported by Roosevelt were bills to
promote the organization of cooperative agricultural credit
banks® and eagricultural cooperatives.5

Ald to the farmer was to be balanced by a program of labor
legislation. The Demcerats in the state legislature advocated
a workmen's compensgation law, limitation of hours of work for
women, strengthening of the exlsting labor laws and the State
Labor Department, and, after the dlsastrous "Triangle Fire" in
1911, provision fbr a factory investigating committee. Roose-
velt supported this program fullye.

T. F.D.R. to Dr. Thomas E. Bullard, 18 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).

. Hannan, op. cit.; F.D.R. to Welcome H. Lawson, 12 Mar. 1913,
(Roosevelt Library).
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Arrayed against us on the other slde 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 & working woman,
that employer beceme the master of the fate of
his emplovee; 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
wes paid.i

F.D.Re. himself introduced two lmportant labor bllls: 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.2 F.D.R. had
tried to make his six-day week bill more inclusive, but limited
it only to factories 1In a futlle attempt to obtailn pasnsage.'3
He also offered to introduce the workmen's compensation bill
propoged by the American Federsation of Labor,4 supported a bill
to bring canneries under the Jjurisdiction of the state factory
laws that was designed to eliminate child labor In those enter-

5

prises,* and favored a bill for fire protection 1in factories.®

T. Addresses of the Honorable Franklin D. Roosevelt, October -
November 1928, (typescript in Roosevelt Library), p. 94.

2. Hannan, op. clt.; F.,D.R. to Frank Evans, 28 Mar. 1912; F.D.R.
to E. Grahem Wilson, 28 Mar. 1912; F.C.R. to A. G. Watson,
14 Jen. 1913 (Roosevelt Library).

Se FeDeRe to J. Fe Sheahan, 4 Febo 1915; I'eDeRe to Thomes L.
Delahunty, 11 Feb. 1913 (Roosevelt Library).

4., Thomas D. Fitzgeraeld (Chalrman of the Leglslative Committee,
N.Y. State Federation of Labor) to F.D.R., 1 Nov. 1912,
(Roogsevelt Library).

5. FPF.DeRs Lo 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. Bredy, 25 May 1911 (Roosevelt Library).
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To indicate his support for labor legislation F.D.R. became a
member of the American Assoclation for Labor Legislation.1

Much of thls legislation was bitterly fought, and one of
the greatest fights involved a bill to 1limit the work week for
women to 54 hours. Supported by numerous leglslators from the
cilties 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 carneries and reduce thls large market for agricul-
tural products. F.D.R., a member of the Denmocratic majority
that was pushing the blll, also represented a predominantly rural
constituency. His loyalties were divided. To further complicate
matters, one of the organizations most active Iin support of the
11l was the Consumers'! League of New York, of which Mrs. Roose-
velt was an active member; the League's chief lobbylst for the
meagsure was Frances Perkins, who was later to be one of Roosevelt!s
chief advisers on labor matters. At first F.D.R. was nbn—committal
on the "54-hour bill",2 but voted for it after an amendment to

exempt canneries was added. At no time did he give the billl his

. 3
active support.

1. F.D.R. to Otto J. Merkel, 8 May 1911 (Roosevelt Library).
2. F.D.R. to Peter J. Brady, 16 May 1911 (Roosevelt Library).

5. Perkins, op. cit., p. 14. Perkins concluded that F.D.R. at
this period "had little, 31f any concern about specific social
reforms". (Ibid., pe 13). This view 1s accepted by Bernard
Bellush in his doctoral dissertation Apprenticeshlp For the
Presidency, (Columbia University, 1950), who sSays, "he (FeD.R.)
had 1ittle more than a fundsmental belief in good, clean,
honest govermnment", (Ch. 1, pe. 3). Bellush claims that at
thls period F.D.R. "was gquite disinterested in social and
labor legislation™ (Ch. 7. pe 37). This view 1s at variance
with F.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 191ll, in which
145 workers, mostly young girls, lost their lives. The heavy
loss of l1life resulted from inadequate flire excape facilities
that should have been provided if the company had complied with
existing laws. The outecry for remedial actlon was tremendous,
and the legislature appointed a Factory Investigating Commlsslon
to study safety, health, hours and other aspecta of factory work.
Among the members of the Commission were Alfred E. Smith, later
Governor and political preceptor of F.D.R., and Robhert 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 1312 and 1914.l Although
FeDsRe was a member of the legislature at the time, he took
little active 1lnterest in the work of the Commission; he 4didg,
however, introduce several of the labor bllls that were passed
and voted for the others. He spoke in fgvor of the bills at a
legislative hearing.z

Roosevelt dld take an active part ia another labor contro-
versy, however, this one concerning the up~state area. Witherbee,

1. Commons and associlates, History of Labor in the United States,
Vol. ITII, 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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Shermen and Co. operated iron mines at Mineville, W. Y., just
west of Port Henry on Lake Champlain. The employees were
largely immigrants, many of whom could not read or speak English.
A unilon organizer charged the company with extortion =--- workers
paying kickbacks to supervisors to obtaln and keep their jobs ---
and with an extremely high accident rate caused by inadequate
gsafety provlsions. An investigation by the State Department of
Labor found these charges to be substantially true. F.D.R. wes
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 appolntment of an investigating committee, but
sald thet "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 means" .t

Although Roosevelt supported the legislative program of
labor uniona to a great extent, he was opposed to boycotts by
unions and to legislation that would legalize them.2

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

S

press companies™ and the establishment of mutual insurance com-

panies.4 He was opposed to a bill to increase mandatory re-

gerves for savings banks in order to set up a guarantee fund,5

T, F.D.R. to Alburtis Nooney, 23 Jan. 1912 (Roosevelt Library).

2. F4D.R. to George H. Putnam, 17 Mar. 1911 (Roosevelt Library).
3+ F.DsRe. to James L. Cowles, 10 Mar. 1911 (Roosevelt Library).

4. F.D.Re. to William B, Millard, 10 Mar. 1911 (Roosevelt Library),
S5« F.D.R. to A. M. Traver, 1 Mar., 1912 (Roosevelt Library).
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and to a bill that would prohibit intermarriage and cohablta-
tion of races.' Hls liberal sentiments in these snd other re-
spects brought forth a few words of advice from his uncle,

Frederlic A, Delano:

Dontt 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 -=- T
would rather be called conservative and reaction-
ary than impractical and vislonary; and I think 5
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,'3 nhe presented what was to develop into the philosophy
of the New Deal.,

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

Conditlons of civilization that come with indi-

vidual freedom are inevitaebly bound to bring up
T. F.D.R. to Oswald Garrison Villard, 30 Jan. 1913 (Roosevelt

Library).

2. PFrederic 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 sectlions of it in F.D.R.'3
handwriting are in the Roosevelt Library. This speech 1is
evldence that the ideas presented in Roosevelt's speeches
and writings were his own: obviously composed by himself,
1t is a major landmark in the development of his economlc
thought.
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many gquestions 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 1life that require new
theories for their solution.... I have called
this new theory (sic) the struggle for the 1lib-
erty 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 1t be anti-rebating, or anti-trusts, or
new-fashloned 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 sny 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 1s 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 & manner sclentifically 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

recognlzed that his ldeal led to acceptance of overall planning



of production, at least in agriculture:

As it is with conservation of natural resources
o also is it bound to become with the produc-
tion of food supply. The two go hand in hand,

go 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 ralse 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 1s the strong man who stands
idle on the corner, refusing to work, a destroyer
of his neighbor's happiness, prosperity and 1lib-
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 13 no such thing as a struggle between la-
bor and capital. Not only is there no strupgle,
but there 13 and has always been the heartiest
cooperation for nelther can capital exist with-
out the cooperation of labor, nor labor without
the cooperation of capital. Therefore, I say
there 1s no struggle between the two, not even

g dividing line.

Roosevelt's picture of basic harmony in economic affairs
was marred by the presence of blg business, but the disharmonies
could be removed by government regulatiocng

- The mere size of a trust is not of necessity its
evil. A trust is evil if 1t 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 regula ted.
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These views of F.D.Re's were clearly derived from those
of Theodore Roosevelt. His "liberty of the community" that
might 1imit the "liberty of the individual' i1s in direct line
of descent from Theodore Roosevelt's 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'".
FeDeRe's view could embrace a paternslistic state that orders
everyone to do what the state feels is for the community's good;
FeDeR. did not suggest any limlits 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 Iindicate 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 Individusls 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 1t represents only a first, and somewhat superficial step
toward the New Deal philosophy.1

As Roosevelt's first term in the legislature approached
i1ts end the national election of 1912 grew near. This was the
T. Roosevelt's view that there 1s no essential conflict between

capital and labor was also superficial; merely because they

must cooperate in production is no reason to argue that there
can be no conflicts.
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year in which the progressives vs. conservatlives 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 Democratlic candidate, Woodrow
Wilson. The same sort of split existed in the Democratic Partye.
It was typlfied in New York by the fight in the legislature
over the election of a United States Senator in 1910. In 1912
Pranklin D. Roosevelt, leader of the progressive forces in that
earlier battle, again took the leadership in the fight againat
the o0ld guard, which was led by Tammany and supported by Thomas
F. Ryan, the utilitles magnate., It was clear that the leading
candidates for the Democratic nomination were the conservative
Champ Clark of Mlssouri, 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 1llth to take up
the question of the presidentlal ﬁomination, 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 delegatlion 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
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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 comwittee. The goals were
candidly stated:

New York has a large "Progressive' vote. TUnless

you give us a candidate that will get this vote,

we shall lose the State.

The opposition to Tammeny was based on more than Jjust pelltical
self-interest, however. The group wanted

the nomination of that Presidentlial candidate

who can most certainly lead the party to vic-

tory because he best typlifies in himself the

grest Democratic lssue of the time: the struggle

to secure the Rights of the People wages against

the politiclans whg make themselves the agents of

Special Privilege.

The Wilscen Conference was superseded by an organization
called Emplre State Democracy, of which F.D.R. was temporary
chairman. Active in July and August 1912, it supported Wilson
for the presidenc,, but its major object was the nomination and
support of anti-Tammany candidates for Congress send 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."®

Roosevelt was neither a delegate to the nationsl convention
nor an alternate, but he was, nevertheless, present in Baltimore
T. Broadgide of the N.,Y, State Wilson 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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end worked hard for Wilson. On the fourteenth ballot the New
York delegation swung to Clark, but William Jennlngs Bryan,
who had determined that no Tammany-supported candidate should
win, declsred 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.

FeD.R. ©xplalned his support of Wilson in good progresslve
terms. Wilson was "keenly alive to the sccilel and industrial
welfare of the great body of workers" and had worked for "better
conditions of 1life for people of all kinds", while "his knowl-
edge of great economic questicns such &s the tariif, monopclies,
and the conservation of resourcesg, should appeal to all who wish
to see these matters taken up". In additlon 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®.t

Woodrow Wilson had emerged as an importsnt politicel figure
only a few years prior to his nomination for the Presidency. 1In
1910 he had moved from the Presidency of Princeton University to
the Governorship of New Jersey, and pushed through a serles of
important reforms that immedlately made him a leader of the pro-
gressive wing of the Democratic party. A direct prlimaries law
was passed, along with a corrupt practices act to supplemment it.
Provislon was made for commission government for municipalities.

A Public Utilities Commission was created; an employers! liability

T, Fe.D.Re to Thomas P. Gore, 15 Oct. 1912.
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sct 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 laws 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 spseches of 1912, the most

important of which have been published in the book The New Free-

ggg.l This volume sums up the progressi vism of Wilson, which be-
canie a ma jor element in the political educesticen of Franklin D.
Roosevelt. Many of the i1ideas which appear in Wilson'!s writings
recur in Roosevelt's utterances in the decades to come.

At the heart of Wilson's political-economlic philosophy was
the belief that economic changes, especlally the development of
the large corporation, required changes in our laws to meet the
new situation. The individusl generally had become the employee
of & large corporation, submerged in the organization, while a
few individuals &t the top "are exalted to a power which as in-
dividuals they could never have wielded".2 This new relation-
ship has made the old laws regarding employers and employees

n 3

"wholly antiguated®. One 1lmportant task of reform was to de-

fine accurately the responsibllity of corporate executives to

T. Woocdrow Wilson, The New Freedom (N.Y.,, Doubleday, Page, 1913).

2. Ibid, pp. 5-6.
5. Ibid, p. 7.
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thelr stockholders, their workers, and the public.l

A second ma jor theme of Wilson's was the bellef that the
growth of big buginess and monopoly had made it difficult, if
not impossible, for the amall businessman to succeed:

American industry is not free, as 1t once was
free; American enterprise 1s 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 efficlency no longer determined success, argued
Wilscon, but economic power asnd monopoly. Ruthless competition
in the form of local price cutting drove out the small businesa-~
man, raw materials have fallen into the hands of monopolists,
big firms have demanded exclusive buying from them only, and the
glant corporations are interlaced with the great shipping inter-

3

ests and railroads. Moat significant of all, howsver, was the

development of a "money trust" that has created a closely-knit
community of interest among the grest corporations:

The dominating danger in this land is... the com-
bination of comblnations, --- of the rallways,

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 serles 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. DBusinesses that

Io std, ppo 11-12-
2. 1Ibid, p. 15.

5. Ibid, pp. 17:5"176.
4. Ibid, p. 187.
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grew large because of superior efficlency were, of course, de-
girahle. 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 ccnquering in the field of intelll-
gence and economye. A Trust does not bring efficiency
to the aid of business; it buys efficiency out of
business. { am for bilg business, and I am agalnst

the trusts.

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 comne to use government to

obtain specilal favors by which they have been able to extend thelr

control over the nation's economy.2 Wilson played many varlia-

tions on this theme of business domination of government:; 1t
was the source of "bossism" and corruption; 1t had resulted in
high tarifls thast enabled the monopolist to exploit the public.

Several political reforms were necessary in order to put

T. Ibid, p. 180. Wilson's position was similar in many respects
tTo 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 fil-
nanclal operations of the trust-bullders, as well as by dis-
solution. 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. cite.,
pp. 15-16.

2. Woodrow Wilson, The New Freedom, op. clt., p. 18.
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government bsack 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 initlative,

1 Wilson

the referendum, and the recall of elected officials.
did not go as far as some, howsver: he did not advocate recall
of the judiciary.2

The major themes of Wilson's progressivism are to be found
also in the statements and letters of rranklin L. Roosevelt in
the years to come: the need to meet new problems with new so-
lutiona, the development of a concentration of economic power
In the hands of a few, and the necessity to replace those few
by the many in determination of government policy. Indeed, one
of the most interesting developments 1In Pranklin D. Roosevelt's
economic thought is his shift away from emphassis on politicsal
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

ma jor factor in that shift of emphasis.

1. 1bic, pPP. <29=-239.
2. 1Ibid, p. 239.
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To these influences from Wilson should be added the theme
of "men before property", so strongly expressed by Theodore
Roosevelt, that was to grow into the welfare 1egislati6n of
later years. The conservation movement, also greatly promoted
by Theodore Roosevelt, was another aspect of progressivism
that was to appear in F.D.Re.'!'s thinking in the years ahead, de-
velopling into advocacy of regional planning for New York State,
and later for the great river valleys of the natilon.

One impnortant difference between Theodore Roosevelt and
Wilson lay in the emphasis each placed on the problem of the
large corporation in American soclety. Theodore Roosevelt,
while not ignoring the monopollstic 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 blg because of
superior efficiency was.desirable, his emphasis lay on the
monopolistic aspects of the wrodern large corporation. The st-
titude of Theodore Roosevelt toward blg business eppeared in
revised form in the trade assoclation 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 underlsay
FeDeRe's attitude toward the power company mergers in New Yorlk
in the twentlies 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 for his support of Wilson, Roosevelt was ap-
pointed Assistant Secretary of the Navy. He brought Louils
Howe, who had managed his campaign for re-electlon to the State
Senate in 1912, wlth 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
administretion was that of liaison man between Wilson and Con-
gress, and the job of running the depaertment rested with the
secondary administrators. Undsr Roosevelt's immediate direc-
tion were the Department's civilian personnel, the navy yards
and docks and purchasing of supplises.

In this Jjob Roosevelt for the first time had direct dealings
with monopolistic blg business and with organized labor, and when
he left the Jjob in 19220 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 economlc 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



of defense and war, these years showed the same dovelopmeni in

TeD.Re s thinking that Theodore Roosevelt and Woodrow Wilson
had experienced. He came to realize that economlc reform was
a preregulsite to political democracy.

One of the first problems to arise concerned armor plate
for the new battleships then being built. Only three steel
companies hed facilities for the productlion of armor plate:
Carnegie (U. S. Steel), Bethlehem and Midvale, and they were in
the habhlt 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.l One of the ob-
jects of this procedure was to insure that the three companies
all maintained thelr facilities so that in time of war there
would be adequate production. But one of the results was that
the companlies had every incentive to conspire wlth each other
to keep bid prices high. For example, when the bids for armor
for battleshlp 39 were opened they were found to be identical:
$454 for Class A armor, #$#518 for turret armor and $496 for
Class B armor.g Asked why the bids were 1dentical, 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 firms".® Daniels remarked that

T. T"First Draft of Armor Plate Statement" prepared for Secretary
Danlels by Roosevelt's office (Howe Papers, Roosevelt Library).

2. Memorandum to the Press 1issued 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 thelr avalling
themselves of a mental telepathy which works against the govern-
ment and denles real competition in the bidding."l The sgltua-
tion was not unknown to the publice The American Anti-Trust
League had charged that there had been collusion hetween the
manufacturers and the Department, and these charges had been re-
peated by Representative William J. Cary of Wiscounsin 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 gteel
products".2

Danlels rejected the first blds 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 armo:c','3 but reserving the right to sublet parts of the
contract, which 1t did when the award was made and Bethlehem and
Carnegie each got 1ts customary share. Daniels called this type
T, TAnnual Report of the Secretary of the Navy" in Annual Reports

of the Navy Department for the Fiscal Year 1914, (Wash., Govt.
Printing Off., 1914), p. lZ.

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

Se Memorandum to the Press issued by Secretary Daniels, op. ci
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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

1
charged their own government. Daniels also charged that the
American companies had divided the world market wlth European
firms: +the American armror plete marnufacturers did not bid for
European contracts and the European companies did not bid for
U. S. Government conbracts.®

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

If we are going to subsidize the...companies...then

let us do so honestly and man~fashion by statute....

But if our objJect is to get armor as cheaply as pos-

sible...I shall certainly be disposed to recommend

the establishment of an armor plate factory by the

Government...or an offer to all existing steel com-

panies to equlp for the one offering the best terms

an armor plate department_which would be exclusively

under govermment 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. TAnnual Repcrt of the Secretary of the Navy", 1913, op. cit.,

pp. 12-13.

2. dJosephus Danlels tc Senator Claude A. Swanson, 11 Mar. 1¢16,
(Navy Archives 26256-271:3).

3. "First Draft of Arvor Plate Statement", op. cit.
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with $318 in a private plant.l Danlels then recommended that
the government build its own armor plate factory, estimating
that 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
£ix" that would be fair both to the government and the manufac-
turers.4 But with the war in Europe golng full blast by this
time, Congress appropriated funds in 13918 for the purchase or
eractlion of armor plant by the Navy Department. The companies
did not even reply when the Department gueried them in regard
to sale of an armor factory5 and the government proceeded to
I. Bureau of Ordnance, "Armor Plate: cost of; and probable

cost of Government factory for armor plate," 28 June 1913

(Navy Archives 4174-157), pe. 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, 19186
(wash., Govt. Printing Off., 19186), Vole. 3, De. 3702.

2. "Annual Report of the Secretary of the Navy," 1913, op. cit.,
P. 14.

3. "Annual Report of the Secretary of the Navy" in Annual Re-
ports of the Navy Department for the Fiscal Year 1916, (wash.,
Govt. Printing Off., 1917), De 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 convlnce Congress was the greater secrecy
with resgpect to lmprovements that could be malntalined in & gov-
ernment plant as compared with a private one.:L
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
Cominlssion 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
armor, 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 Danlels, and F.D.R. did not agree with him
on one basic point: How much should the Navy manufacture?
Danlels wanted the Navy to be able to make everything 1t needed in
T.  "Annual Report of the Secretary of the Navy, 1913", op. cit.,
p. 13. The factory had hardly begun production in 1920 Wwhen
the Harding Administration closed it.

2. Danlels to Wilson, op. cit.

3. M"Annual Report of the Secretary of the Navy" in Annual Re-
ports of the Navy Department for the Fiscal Year 1920, (Wash.,
Govt. Printing Off., 1920), pe. 71l.
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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. Productlon 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".1

Roosevelt, on the other hand, did not think the Government
should menufacture everything 1t 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.© 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:

Confidentlally, I agree with you about the asininity
of the project as 1t 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, projectlle 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 glve us
testing and cost-keeping facilities which are en-
tirely legiltimate.®

T. Statement by Josephus Daniels, House Committee on Naval Af-
falrs, Hearlings, 1917 (Wash., Govt. Printing Off., 1917), p. 931.

2. House Commlttee on Naval Affairs, Hearings, 1916, op. cit.,
Vole. 3, p. 3484,

5. F.DeRe to Warren Delano, 5 Jan. 1917. Roosevelt Library.
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The armor plate affalr was not Roogevelt's only brush
wlth monopoly in the steel lndustry. The seame three companies
produced turbine casings for the Navy and they submitted iden=-
tical blds. 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 bid.l

At the same time that the Navy Department was fightlng
monopolistic practices In the steel industry it was seeking to
develop competitive bldding on Navy coal contracts.

The Bureau of Supplies and Accounts of the Depar tment had
developed a list of approved mines from which the nighest grade
of steaming coal could be obtained, but its tests were so rigid
that practically the only mines on the list were in a gmall area
of the West Virginia coal fields. The Bureau 4did 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-
ticelly slways identical”.? As F.D.R. put it, "a system of pur-
chase had gradually grown up whlch 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,
T. TLetter from the Secretary of the Navy to Members of Congress,

29 Sept. 1913 (lowe Papers, Roosevelt Library); Ernest K.
Lindley, Franklin D. Roosevelt: A Career in Progressaive

s et

Democracy (N.Y., Blue Ribbon Rooks, 1931), p. 1&0.

2. Statement by F.D.R., House Commlttee on Naval Affairs Hearings
1915 (Wash., Covt. Printing Off., 1915), p. O58. ’ ’

3. Ibld.
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but "hoped that the attitude of this administrstion in regard

to noncompetitive blds had been made so clear in the matter of

armor plate that the dealers supplylng coal would read the
handwriting on the wall and would engage in real competition."1

This hope was forlorn, however, for early in 1914 nineteen bids

for coal to be delivered at Hampton Roads were practically iden-

tica1.2 All of these blds were rejected and new specif'ications
were drawn up. Tests were made of coal from Pennsylvaenlia mines,
more firms were added to the accepted list, and the Department
advertised publicly for bids.®

When the new bilds came 1n there were ten more companies
seeking the contracts and there was some veariastion in the bids:
for Hampton Roads coal the low bid was $2.80 per ton, while for
Philadelphiza coal the low bid was #2.857. Nevertheless, of the
elighteen bldders on Hampton Roads coal thirteen submitted identi-
cal bids at the old price of $2.90 per ton.%

Roosevelt wag satisfied theaet the Department had obtained
competition between the coal dealers. At the 1915 hearings of
the House Naval Affairs Committee the following colloguy took
place:

Mr. Roberts (Representative Ernest W. Roberts: eese

You think you got real genuine competition? -

TI. Ibid, p. 960.

2. Ibild, p. 960. Two bids were {i2.85 per ton and seventeen were
$2.90, 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.

. Ibid, pp. 952, 961.

4. Ibid, p. 968; Freidel, cp. cit., p. 212,
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Mr. Roosevelt: I am sure we did, from reports

recelved subsequently. In fact, I mlght say

that we created consternation.

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 oll reserves versus private
development of petroleum resources, with Danlels and Roosevelt
advocating creation of Navy-owned reserves. Daniels recommended
that the Department own its own o0il wells and refine its own
0il "to relieve 1itself 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
that now completely control the supply."2

The Navy began acquiring reserve oll lands to protect the
fuel supply of the fleet, with some especlelly valuable propertieas
being set sailde in California for Navy use. The question of these
reserves came up several years later. In 1916 Senator Phelan of
Californle introduced an amendment to the General Development
Bill that would have permitted oll land claimants to drill for oil
T.” House Naval Affairs Commlttee, Hearings, 1915, op. cit.,

p. 968. There was conslderable criticism of the new poli-
cleg: 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. Freidel, op. cit., pp. 212-14,

2. "Annual Report of the Secretary of the Navy," 1913, op. cit.,
p. l4.



898,
on those lands. The Department fought to retaln lts reserves,
and Roosevelt wrote & speech which wes read before the American
Mining Congress in the "opening attack" in the battle to retain
government control.t

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

What 1s needed now is not a fight by those who

see the possibillity of personal exploltatlon

and possibly learge galns; what 1s needed is the

cooperation for the sake of the netion as a whole

on the part of the hundreds of patriotic Ameri-

cans whg have today interests in the production

of oil.

In this instance the Department was succesaful in protecting
1ts reserves; it was less successful ei ht years later during ths
Harding administration, when these same reserves and others in
Wyoming were transferred to the Department of the Interior and
then leased to private oll companies in the great Teapot Dome
affair.

Dispossal of the Navy's wartime-acqulred radio stations after
the close of World War I raised again the 1lssue of government vs.
private ownershilip and coperation. During the war the Navy had

taken over all Amerlcsn overseas radio facilities. To the 54

Navy owned and operated statlons prior to the war were added 53

bought from private interests, 67 bullt by the Navy and 59 privately

1. N.Y. Herald, 17 Nov. 1916; N.Y. Sun, 17 Nov. 1916.

2. PFranklin D. Roosevelt, "The National Need of Petroleum Re-
serves," Petroleum Age, Vol. III, No. 11 (Nov. 1916), p. 3.
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owned but Navy-operated. The stations were located at numerous
coastal citles and in foreign locations all over the world, and
comprised a world-wlde communications network.l 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 representetives of Genersal Electric
Corporation, headed by Owen D. Young, approached the Department
with a proposal to buy the Navy's stations and patents. With
Secretary Danieis in Burope 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 controliled
by Americen capital. When Daniels returned the whole matter was
discugsed and 1t 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 democobllization and the re-
turn to normalcy.2 Daniels presented a strong case for govern-
ment ownership as a "practical common-sense matter, having no
reletion 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. T"hAnnual Report of the Secretary of the Navy" in Annuel Re-

ports of the Navy Department for the Fiscal Year 1919,
(Wasnh., Govt. Printing Off., 1920), p. 205,

2. Josephus Daniels to FeD.R., 29 Nov. 1929; F.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, "efficlent radio communication reqguires effective control;
effective control requlres a monopoly and the government should
exercise that monopoly". Daniels proposed a government monopoly
of ship-to-shore, transocean and international radio, wlth the
government stations carrying on a commercisl business, but with
government encouragement of Americen radio enterprises abroad.?t
Daniels! advocacy of monopoly 1s interesting: he was afraid of
"divided authority" in case of war and thought that a monopoly
"guarantees the greatest success in peace'.?

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

I personally and flatly turned down the flrst

propositlion of Owen Young because of the un-

American ownershlip of the scheme. And I am

equally certain that I was 1In hearty accord

with the proposal for permanent government con-

trol until such time as it was4clearly impog-
sible tec get it from Congress.”

1. Annual Reports of the Navy Department for the Fiscal Year 1919,
(Wash., Govt. Printing Off., 1920), pp. 197-205.

2. "Angual Report of the Secretary of the Navy," 1919, op. cit.,
Pe. 96.

3e FeDeRe to Josephus Daniels, 5 Dec. 1929, op. cit.

4. 1Ibid.
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If relations with blg business ralsed some basic issues
and helped Roosevelt clarify hls attitude on the relationship
between government and the economy, problems concerning labor
were of eqgual iImportance I1in broadening his experience and view-
point in this field. Roosevelt's labor policies were character-
ized by a full recognition of lator unions and their right to
bargain with management, and a willingness not only to llsten to
grievances, but also to bring representatives of labor into the
In

job of decislon-making where those declsions affected labor.

part, these policies were dictated by political considerations:

the administration wanted no blots
labor. But the policles were also
Roosevelt; he did not merely carry
in a half-hearted fashion, but was

for the Department's leabor policy.

on its record as a friend of
heartily believed in by

cut administration policles
in large measure responsible

Roosevelt's policles were

stated to the unions in the Washington Navy Yard shortly after
he jolned the Department:

We want cooperaticn. We want to get down and talk
across the table with you and to right your wrongs.
If T 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
condi;ions there, with the idea of benefiting men
here.

I hope that any of the men of the Navy Department
will come to the office of the Secretary of the
Navy or Assistent Secretary and talk things over

I. Speech to Columbia Lodge, No. 184, International Association
of Machinists, 29 Apr. 1913, reported in Washington Post,
30 Apr. 1913.
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concerning the department any time they wasnt....
We want you to talk to us as human beings.

These sentiments were certainly not those of the average buslness-
minded person of that time, and represent a sharp contrest to the
open-gshop policles dominant in business thinking.
It was fortunate that Roosevelt held such cooperstive views,
for there was substantial labor unrest in some of the large Navy
Yards. In particular, the Yards were plagued by seagonal pat-
terns of work, and workers were generally employed at wages
gomewhat lower than prevailing wa;es in private industry.. These
conditions were compllcated by efforts of some of the Navy en-
gineers to introduce some aspects of scientific managgement.2
The net result was a tlme of labor troubles in 1813 and 1914
that put to the test Roosevelt's cooperstive attitude toward
labor.
A typlcal 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 3System" of scientific
manag,ement,"5 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. Freldel, op. cit., pp. 196-198.

3. Boston Herald, 19 May 1913.

4. Washington Times, 18 May 1913,



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 be 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.l Roosevelt's method of handling the
dispute was to grant the demands of the workers, subject to ap=-
provel by Secretary Daniels.2 Upon returning to Washington he
said further that he planned to grant concessions asked by the
Charlestown Yard emplcyees as far as possible 1In the near future,
remarking that he was "favorably impressed" by their gx’*ievances.'3
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-
tall that Roosevelt was not aware of when he visited the Yard.

The guestion cof scientifle management had not been settled,
however. FPFelix Frankfurter, then an attorney in the War Depart-
ment, visited Roosevelt and described the success of the War Do~
partment in installing the Taylor system of scilentific 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".%

1. Boston Advertiser, 20 May 1913.

2. Boston Post, 20 May 1913; Boston Transcript, 20 May 1913;
Boston GloEé, 20 May 191%. ’ Y ’

3. Washington Herald, 22 May 1913.
4. Freildel, op. cit., pp. 200-201.
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Once the Department had established good relations with

the unions by granting their reassonable demands, its major labor

troubles were over. The only strikes in Navy yerds during World

War I were wildcat strikes, primarily of unskilled w rkers 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 dissatisfled men.

1

During the war the administration's basic labor policy was

laid down by the War Labor RBoard.~ That policy was very favor-

able to labor unions: the American Federation of Labor gave a

no-strixe pledge, but in return it obtained the rizht to organize

and to bargalin collectively as well as reco nition of two of its

ma jor goals, the eight-hour day and higher wages.

These policies did not solve all of the administration's

labor problema. The scarcity of labor during the war led to at-

tempts by both business firms and by government departments,

T. Memorandum, rf.D.R. to Danlels, 25 Sept. 1917, (Josephus Daniels

2

Papers, Library of Congress).

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-
shlp or union activities. But unions were not to use coercion
to induce non-union workers to join unions or to induce em-
rloyers to bargain with them. The status guo with regard to
unlon and closed shops was to be mainta ined. The basic eight-
hour day was to apply whenever existing law required it, while
in other cases the declsion was to be based on the needs of
both the government and the workers. As for wages, union rates
would be pald 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. %ewis L. Lorwin, The American Fed-
eration of Labor: History, Pollicles, and Proaspects (WashIngion,

The Brooklngs Institution, 1933), pp. 167-168.
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especially War and Navy, to obtaln adegquate supplies of labor by

raising wages and offering other inducements. A high rate of

labvor turnover resulted, with workers moving from job to job to

take advantage of increasingly better offers. Output and ef-

ficlency 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 proiblem, and to

this end the War Labor Policies Board was set up in May 1918.1

The purposs of the Board was to harmonlze the policies of the

numerous government agencies dealing with labor matters and Yto

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 other 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 Pollicies on Wages, Hoursg, and Other
Labor Standards in the United States, 1917-1918 (Washington,

1942, mimeographed). FPFor an officlal account see Grosvenor
B. Cla rkson, Industrial America in the World War (Boston and
and New York, Houghton Mifflin and Co., 1923), pp. 287-289.

Memorandum, Fellx 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 139138 to 20 December 1918; a final meeting
was held on 24 January 1919. The Board comprised representa-
tivesa of the various govermnment 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 wilth time and a half for overtime and
double time for Sundaysl 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 deslre to complete generally the work under contract
more speedlily 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'. The Board agreed that Sunday work was
undesirable and should be reduced to a minimum.?

| With the wartime shortage of workers growing 1n 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 1in 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 meetlng on the

labor situation In England and France.?

T. Department of Labor, Wartime Policies, Ope. clt., PP R2-28.

2. Memorandum, F.D.R. to Bureau of Supplies and Accounts, "Double
Time for Sunday Work --- H. E. Boucher Manufacturing Cowmpany!
(Records of the War Labor Policies Board, Natlonal Archives).

5. Department of Labor, Wartime Pollcies, op. cit., p. 29.

4. Minutes of the War Labor Policies Board, 25 Oct. 1219 (iational
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 Policles, 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 detall. The right to organize,
protection against firing of workers for union activity, the
eight hour day, and improvements ln 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 policles 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,*

But Roosgevelt did not asccept fully the trade-unlon position.
Immedlately after the war the problem of nation-wide strikes in
essential industrles arose, as labor sought to consolidate and
expand 1ts wartime gsins and as business largely returned to 1ts
pre-war anti-union activity. A short wildcat strike of rallway
shopmen in the summer of 1919 was followed by a strike of stesl
workers in September and of soft coal miners in November. The
press devoted itself to considerable anti-unlon propaganda, and
the National Association of Manufacturers launched 1ts open-
shop movement under the slogan of the "American Plan"; at the
game time the "anti-Red" campaign of Attorney General Palmer was
gathering strenzbth. 1In this supercharged atmosphere Roosevelt
T. Speaking of the labor policies of the Navy Department and

Roosevelt's participation in them, Josephus Danlels sald
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 HI11l, U. ol North
Carolina Press, 1946), p. 253).
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spoke in opposition to strikes in essential industries and ad-
vocated & system of labor courts to elimlnate labor strife. At
Syracuse he saild:

We wilish to gilve labor a larger share of the pro-

fits, successes and improved condition of the

country, but we canft‘stand for any small groug

in a community holding up the whole community.

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 1ts 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 thelr jobs whenever the fancy strikes them" .~

Rooseveltt'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 blg business and had
firgt-hand experience with monopolistic practices in the steel
and coal industrles. 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 facllitles. He had
dealt with labor and had proven himself friendly to the working
man. Although he had been at least aware of economic problems
gince his college days, he felt by 1919 that the ma jor problems
T. Speech before the Democratic Women's Club, Syracuse, N.Y., 26

Sept. 1919 (undated clipping from an unidentlified Syracuse
newgpaper, Scrapbook 9, p. 154, Roosevelt Library).

2. Speech before the Knights of Columbus, Puiladelphia, Pa., 11
Nov, 1919, reported in Philadelphia Record, 12 Nov. 13219.
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facing the nation were economic and not political.

Speaking on "The National Emergency of Peace Times" at
Worcester, Massachusetts, iIn June 1229, he spelled out the
dangers that faced the naztion in the post-war world:

Think for a moment of what you and I have to

lay hold of and wrestle with and solve even

today --- 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 1ndustries;

relations of caplital, labor and the national

interests; the development of naturasl 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.

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 with

"gome 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 bogslism and corruption, Roosevelt in 1819
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 OF 1920

The years following World War I were bad ones for the re-
form movements that had culminated in the Wilson administra-
tion, with 1ts high ldealism for better conditlons 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 seversl years abroad...
steeped with two ideas: first, that through
three hundred years America had developed some-
thing new in a way of 1life of a people, which
transcended all others of history; and second,
that out of the bolling soclilal and economic
caldron of Burope, with its hates and fears,
rose miasmic infections which might greatly
harm or even destroy w?at seemed to me to be
the hope of the world.

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

Americals present need 1s not heroics but
healing; not nostrums but normalcy; not re-
volution but restoration;...not surgery but
serenity.

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 Hemiltonian ideal of republicanism. As the

~

1. Hesrbert Hoover, Memoirs, (N.Y., Macmillan Co., 1952), Vol. II,
P. e

2. Quoted in Charles A. and Mary R. Beard, The Rise of American
Civilization (N.Y., Macmillan Co., 1941), Vol. Ll, p. 664,
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election of 1920 showed --- and the ensulng elections of the
twenties, too --- tinls view was shared by a large majority of
the voters.,

The movement toward the conservatlism of Harding was aided
by the state of the Wilson regime. Amid the confusion of rapid
demobilization and ellimination 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 Pregldent himself was stricken by ill-
ness and the adminlistration lost all eflfective leadershlp after
September 1919. Attorney Generel Palmer, seeking the presi-
dency himself, sought publicity by a ceampalin against "Reds",
using methods that were condenned then asnd later, snd succeeded
In alienating from sucrort of the administration many persons
who resented his prosecutions. The lack of leadership in
Washington allowed a post-war inflation of substantiel propor-
tions to run its course free of any strong hindrance, while the
price of the Likerty Eonds in which much wartime saving had
been patriotically invested was allowed to fall s the price
level rose. Reactivation of the War rinance Corporation wes
not effective in meeting the problem of large surpluses of
farm crops ss the wartime demand slackened and IRuropeen pro=-
ductlion recovered. 2ut coverriding. all other issues was the
Learue 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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imperielism of Rritein end France. It was clear to almost
everyone that the progressive movement had collapged Into in-
effectuality, that the 1ldea of collective action through gov-
ernment to solve national problems was in eclipse.

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

While still in his Navy Department job, Roosevelt began
preyaring for the nominating conventlion of 1920 by drafting
platform resolutions that would contlinue the tradition of pro-
gressgsivism. Taking up the ilmmediate problem of the high cost
of living, Roosevelt attributed 1t to "the unnecessary number
of middlemen" instead of to the wartime and post-war spending.
He edvocated positive government actlon to remedy the sltua-
tion rather than relience on the eguilibrating forces of a
market economi:

The existin: system of bringing the necessaries

of 1life to the user is in 1tsgelf =2t 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 Iinsure 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 tranaportation is involved or
where great private business enterprises control in part or
in whole the commodities of 1ife in more than one state'.t

T. 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 resteted in more finished form:

We believe that recent investlgations 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 speculatlve middlemen, who, standing between
the producer and the consumer, takes constantly
increassing toll from both for his own pockets,
without having served any useful part whatever
in the necessary machinery of purchase and sale.
We believe 1t to be a proper governmental func-
tion to exercilise the full powers of the National
Covernment, for the eliminaticn 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
scting as a recruiting agency for urban workers to work in the
country.2

Roosevelt's attempt to state the position of the loyal
progressives of his party culminated in a lcng list of "plat-
form recommendations"., They included the following proposals
concerning econonic alffalrs:

Energetic and intensive development of the Farm

Loan policy and extensicn of the same principle

to urban home builders.

Complete reorgenization of the railroad system,

1. Quoted from an untitled and undated carbon copy of a type-
gscript, probably written by eilther Louls Howe or Roosevelt,
but in any case a product of Roosevelt's office (Roosevelt
Library, Assistant Secretary of the Navy Papers, Box 14l).

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 labort's right to organize and =a
fair share in the rewards of industry: "We
believe the best results in gquleting present
unrest to be from active participation by
labhor with employers in the management and

profits of all industry.”

Revisicn of tax laws, especielly to differ-
entiate between earned zund unearned ncome,
to reach "the profiteers", and to impose

heavy inhcrlitance 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 1s startling enough 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 Preslicent whenever he

declares a stete of acute industrisl depres-

sion to exist. The procesds of such bonds

shall be spent on an authorized program of

economic-defensive works, such aa inter-

coastal canals, roads, reclamation and land-

settlement projects, and administered by the

army. We belileve such policy to be the con-

structive preventative for acute depresgsion

otherwise almost certaln to come, providing

a way of "taking up slack" and probably fore-

stelling the hysteria and manipulation which

leads to panlc and untold public suffering.
It was a queer collection of proposals., The high cogt of
living, essentially a short-range problem resulting from ex-
cegsive wartime and post-war spending, was to be attacked by
long-reange solutions designed to reduce the cost of distri-
bution. This was clearly inconsistent and represented an at-
tempt con Roosevelt's part to push one of his pet proposals.
His letters at the time of the ensuing campalign indicate that
he was well aware of the basic causes of inflation. Most of
the other proposals were well within the Iramework 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
economics, orthodox llberal proposals, and rare insight into
economic realities; the basic framework was & predilection
for government action and interventlion in economic affairs
T. "Platform Recommendations Emphasizing Home Affairs," un-

dated carbon copy of a typescript (Roosevelt Library,

Agsistant Secretary of the Navy Papers, Rox 139). This
document was probebly the joint work of Roosevelt and Howe.
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Whenever a protblem 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:

I would not run thils 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 ths country,
and in general shows signs of ¢ ommon sense in

{ working out the great problems of the day, I
shall be entlrely willling to do what I can to
help the partyee..

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 nominetion of Cox was
a victory for those In the party who were opposed to Wilson's
policies, especlally 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,
TI. 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.
Cito, ppo 579"80)-

2. F.D.R. to John XK. Sague, 1 Mar. 1920 (Roosevelt Library).




108.

easterner, bearing a well<known name .t

To Roosevelt the campaign was a clear conflict between

progresdaliviam and conservatism. Harding was "McKinley-minded"z

and the Republican party offered a "conservatism so deep as to
prevent any progress towards meeting the new conditions which
have arisen in our naticnal 1ife"® and "a return to the days of
MceKinley".%4 Cox, on the other hand was a "true Liberal" whose

record as Governor of Ohlo included "all of the progressive

1egislation."5

T. How did F.D.R., still relatively obscure in the party, get
the nomination? Roosevelt himself expleined that it came
as a great surprise to him (Poughkeepsie, N.Y. Eagle, 14
July 1920). Cox explasined that Roosevelt was his chnoice:
"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 (¥.Y., Simon and
Schuster, 1946), pp. 26k-3). Lindley says that the party
leaders chose Roosevelt to placate the Wilson supporters
(Lindley, op. clt., p. 191). The most interesting story
is that F.D.R. led a group of 20 New York delegates voting
for lMcAdoo 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 Lunn 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 --- s0 the story goes =--- the challenge
wag withdrawn on the condition that Temmany suvupport F.D.R.
for any office he wanted, elither 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.L.R. to Ellery Sedgwlck, 31 July 1920 (Roosevelt Library).
5. F.D.Re to James L. Doherty, 17 July 1920 (Roosevelt Libraryv).
4. F.D.R. to Frank H. Daley, 22 July 1920 (Rocsevelt Library).

5. F.DeR. to Ellery Sedgwlck, op. cit.
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But the main issue of the campalgn 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 "assoclation of nations'.

Cox, on the other hand, as the heir of Wilson's policies had
to support the League 1in general if not in all particulars,
The Democrats found this lssue to be an albastross around their
necks, given the prevalling 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. DBul these were minor issues, with
the high cost of living being the only one that assumed even
gecondary Iimportance during the campaign. The propaganda, the
editorials, the major orations were all concerned with foreign
affairs.

In hisg sgspeeches Roosevelt devoted much of his attention to
the lssues of foreign policy, but as a good progressive he also
spoke at considerable length on economic affairs. In deference

to the prevalling 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 genereal principles rather than on spe-
cific proposals. In his speech accepting the nominatlon 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 rurel 1life more attractive, the further pro-
tection of child 1life and women in industry" and "the further
development of our naturel resources' by means of "a well-
considered coordinated plan of development'. The propossl

for planned development of natural resources was little more

[y

than & 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 reclsmation of swamp and arid lands, for
highways, for public buildings, shall be expended only by
trained men in accordance with a continuing plan."l It was
more of an attack on special-interest legislation than advo-
cacy of the principles of economic planning,.

Sterting 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 Reputlican 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".? Continuing through the mid-

T. N.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 Rooseveltlan explanation of
why farm problems required positive actlion by the Federal CGov-
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 increage farm incomes and reduce selling prices to
the ultimate consumer that Roosevelt ha. advocated for some
years: reduction oi distrivution costs through better trans-
portetion and marketing facilities and "reduction ¢f the pre-
sent number of hands through which an article must o before
it reaches the...consumer"% But what made the greateat 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 1t when he wants to market it, and we must help

1ne

him get a fair price for it. These sentiments were repeated

at other stops in the fearm belt; along with the warning that
the Democratic Party was the farmer's {rilend while, by 1infer-

5

ence, the Republicans were "friends of the packers,...big
bankers,...and the Zastern middlemen".®
That Roosevell desired a long-range plan of government

action to aid the farmer 1s borne out by a statement solicited

1. Speech at Minneapolis, Minn., 13 Aug. 1920 (Roosevelt Library)

2e Quoted in an unidentified newspaper clipping (Roosevelt
Library, Scrapbook 14, p. 138). Tnis statement is not in the
carbon copy tramscrmpﬁ of the speech in the Roosevelt Library.

3. Speech at Fargo, M. D., 16 Aug. 1920 (:oogsevelt Library)



from him by a farm magazine:

It l1a undeniable that the conditions surrounding
the 1life on farms In this country have not kept
sufficient pace with the progress of our civilil-
zation. This is shown by the difficulty through-
out the country in keeping the young men and an
adequate supcly of labor on the farms. FProgress
must come through better organization ol rfarm
life; through a more intelligent interest on the
part of the dwellers 1in clties; through further
development of the farm credit system; through a
definite and constructive policy on the part of
the Government loocking towards the creation of
improved communiwatlons; and through the develop-
ment of heat, power and the establishment of
better mark ets. So far we have only scratched
the surface. A great constructive program must
be carried out in every pvortion of the f‘ountry.-L

Continuing into the mountaln states of the northwest,
Roosevelt's subject changed Lfrom farm problems in general to
conservation and reclamation. In Montana he repeated that a
continuous development program wasg necessary,z and in Wash-
ington he advocated expansion of reclamation work "to provide
additional lands and a greaber food production' and he ap-
proved Federal alid for the Columbla Basin project. He
promiged annual expenditures for reclamatiocn of at least forty
million dollars,4 which would represent a %32,500,000 increase
over esxpendltures [or that purpose in the year 1920. Pausling
at Centralia, the scene of a pltched 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 et Spokane, Wash., 13 Aug. 1920 (Roosevelt Library).

4. BSpeech at Yakima, Wash., °O Aug. 1920 (Roosevelt Library);
Ellensburg (Nash.) LTvening Record 20 Au_. 1920
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anarchist, the criminal syndicalist, and all similar anti-
Americans' and pledged that the nation "shall be made unsafe
for those who szck by violence to destroy the Constitution
and Institutionsa of America".l 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-

. 2 N . . .
tionary ideas.” Roosevelt stated that "I am a progressive

Democrat and I think that the emohasis i1s on the 'progressive!.

Rebturning to his home statbe Roosevellt spoke at the BErooklyn

Navy Yard on Labor Day, where he was presented with a loving
cup from the employees. I'ranknessg, Jjustice and square dealing,
he gaid, were all that was needed for perfect harmony between
capital and labor:

I have no patience with the phrase "the labor
guestion! or "the labor problem', as if it

were some unsolved riddle of the Sphinx, hope-
less of solution. My Iirst experience as an
employer of labhor came when T entered the
'Navy! Department...I found nothing terrifylng
in the task, because I believed the men in the
navy yarda ab the bench and the men in charge
at Weshingfton at their desks were, after all,
the same kind of American citizen, and that all
that was needed was frankness and justice and
gsquare dealing on both sides to 1lnsure perfect
harmony and cooperation between them. The em-
pPloyer who insists on having his own way, right

3

1. OSpeech at Centralia, Wash., 21 Aug. 1920 (Roosevelt Library).

2. Speech at Grand Raplids, Nebr., 28 Aug. 1920 (N.Y. Times 29
Aug. 1920); Speech at Delphi, Ind., 30 Aug. 1920 (Indian-
apolls Times, 30 Aug. 1920).

3. Speech at Butte, Mont., 138 Aug. 1920 (uni .entified news-~
paper clipping, Roosevelt Library, Scrapboolk 14, p. 92).
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Or wWrong,...who tries only to get the most
gervice Tfor the least money will always find
a "labor problem" on 1is hands, but the man
who Lries to be falr can look, as I look,
with considerabls amagzement upon those who
nold that employer and employee must neces-
garily stand in a state of conskant conflict
and perpetual misunderstandinge.

The policies stated at Brooklyn weve worked out in some detail
in Roosevelt's proposals for Federal employees. He was in
favor of joint administrator-employee boards to conslder wages,
employment conditions, discipline and dismissal.2
The candidate could not 1gnore the hnigh cost of living.
ile recognized in his letters that high prices were basically
due to "inilation of currency for war purposes as well as to
a relative scarcity of goods"® while high rents were the re-
sultc of wartime restrictions on private building that caused
the post-war housing shortage.4
But as nls 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 reclamatlon projects, better

I. Speech at Brooklyn (i.Y.) Navy Yard, 6 Sept. 1920 (N.Y.

Times, 7 3ept. 1920).

e MeDeR. 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 recognlzed 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
ag a cause. Roosevelt's ideas in this area of economlcs were
not integrated into a consistent whole. The same could be
gald of most professional economists of the time.

4. F.D.R. to Robert L. Mott, 18 Gct. 1920 (Roosevelt Library).
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transportation facilities, measures to make farm 1life more at-
tractive, ellmination of excessive middlemen, strict laws
against profiteering, and "such regulations of commodities like
coal that the average citizen may Le assured that the supply
will be adeguate and the price reagonable®”.l Roosevelt's fall-
ure to state publicly his views on the causes of the inflation
was a clear example of political dlsingenuousness. If the
Democrats publicly acknowledged that wartime government gpending
wag the ma jor cause of high orices, they would be admltilng
their own responsibility for inflation, but this does not alter
the fact thatbt Roosevelt expressed views th:it were contrary to
his actual beliefs.

Roosevelt continued hils campalgn with a speech at Charles-
ton, West Virglnla, site of the Navy's armor plate factory. In
the old muckraking tradition he attacked the monopolist, the
influence of blg 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 that Harding voted agalnst setting up the govern=-
ment factory, he went on to explain the essence of progressivism:

For twenty years and more the Amorican 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 reco.nlized by the public as repre-
senting this group or that group among the great

I.  Speech at Albany, M¥.Y., 20 Sept. 1920 (Roosevelt Lidrary).
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trugts. But it has been rather in a negative way
that the old guard in the Senate have helped their
privileged frlends. It has veen througsh opposl-
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 soclal justlce. It was this
group which stood out against the income tax and
againit the direct election of United States Sena-
tors.

Hardinge defeated Cox by the largest majority 1in American
history up to that time. Roosevelt felt that the nation had
"taken a step packward"® and that "the only thiag we can hope
for is that they (the Republicans) will not ke so tremendously
reactionary as to fan the flsmes of Radicalism too far".,® But
"the figzht for progressive principles has only just begun"4
and the Democratic party "by remaining the progressive party of

the nation, is bound to succeed",”

"Wery few real fights," he
wrote to a young supporter, "are won at the very beginning,
and I think tinis is going to be a fight of that kind, because

I know we are right."6

1. Speech at Charlsston, 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. 1320 (Roosevelt
Library).

4. F.D.R. to H. B. Beylor, 8 Nov. 1920 (Roosevelt Library).
5. [«D.R. to John C. Duggan, 13 Nov. 1920 (Roosevelt Library).

6. F.D.Re to William Cheatham, 9 Nov. 1920 (Roosevelt Library).
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CHAPTER VI
ROOSEVELT LENMERGES AS A& PARTY LEADER

It has been saild many times that Rooseveltl!s attack of
infantile paralysis and slow recovery marked a turning point
in his thirking, that prior to August 1921 his approach to
economic and political problems was suvperficiel, if not frivo-
lous, while afterwards he wasg more penstrating in his thinking.l

Those writers who have called attention to Roosevelt's de-
velopment afiter his 1llness were only partially correct. His
bagic philcsophy wes deepened and broazdened, and it was Iin this
period thaet Roosevelt the politica%/philosopher appeared. DBut
it was a development and continuation of ldeas already present,
not the apgearance of something new thet charscterized Roose-
velt alter 1921. The Jeffersonian 1deals of his heritage, the
progzressivism cof Thecodore Rocsevelt and Vioodrow Wilsdn, and
the idea of the positive state taking actlicn 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 bagle ideas appeared alfter Roosevelt's 1llnegs that were not
present before it.

T. Tor examples of this viewpoint see Perkins, op. cit., .. 30
and John Zunther, Roosevelt in Retrospect (W.Y., harper and
Tros., 1950), pp. 242-243. F.D.R. was striciren by polioc on
10 August 1921 and was unabhle to work for a year; by early

fall of 1922 he wsgs anle to move aovt 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 particlipate
in the hurly-burly of pollitlics and devoted himself to reading.

History, the sea and the navy, and biography were his favoriltes,
alengz with mystery stories, but he also found tlme to read the

1 Mrs. Rocsevelt became ac-

agricultural journals extenslvely.
tive in politics, both to keep her husband interested and to
keep hls name in thie public eye.2 She also brought home to
talk to Franklin two frlends of hers active in the Women's Trade
Union League, Rose Schneilder and Maude Schwartz. In long talks
withh them F.DeRs learmed much of the history and theory of the
trade unlon movement, about sweatshops and occupatlonal disease,
about wages and hours, about the cooperative movement.3 Other
persons interested in social problems and reform were brought
to the house by Mrs. Roosevelt and Louls Howe as they sought to
keep him abreast of current events. Digcussion of current afl-
falirs 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 founcations of his political philosophiy more than he had

I. Perkins, op. cit., p. 32,

2. Eleanor Roosgevelt, This Is Ny Story (. .Y., Bantam, 1950), bp.

5. Perkins, op. cit., pp. 30=32.

259.
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done previously. He went back to Thomas Jefferson and Jeffer-

sonian political philosophy. Roosevelt was familiar with

Jeffergon'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 iIn large part a seaboard country

of sailors. His collection of books and prints was centered on

early Amerlican history and naval nhistory. This emphasis in his

reading and collecting of books was to be found as early as

O -
1904,1 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 reco:nized 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 agze;

We have today side by side an old politicel 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 1is ong of the bilg tasks
ahead of American leadership.

1. List of books owned by Franklin »D. Roosevelt and Anna Eleanor

R
L ]

Roosevelt, undated longhand copy in the handwriting of F.D.R.
and his wife, (Roosevelt Library). The latest date on the
list 1s 1904.

Hendrick W. Van Loon, "What Governor Roosevelt Reads,™
Saturday Réview of Litersture, Vol. IX, No. 13 (15 Cct. 1932),

Pe 171,

PeDeRe, "Memorsandum on Leadership", 6 July 1928 (Roosevelt
Library)
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Roosevelt's Jeffersonlanism, then, was not what Jefferson
would have conceilved it to be, but & Rooseveltlan veralion,
much simplifled and reduced to a few hasic concepts. Roose-
velt shared two basic attitudes with Jefferson --- a2 belief
that country life was, somehow, ntetter than thet of the city
and that the nation's strength lay in the countryside; and a
distrust of speculators end middlemen. To this was added
Roosevelt'’s helief that in the 1920's the Republican party
represented wealth and privilege and thet the Dewocratic
party had to represent the true intesrests of the common man;
he interpreted Jefferson's politicel battles with the Feder-
aligts In the same light. In this respect, Roosevelt's re-
discovery of Jefferson auded nothing really new to his
politicel-economic pghilosephy, but it did serve to gtrengthen
his beliefs and offered him a weapon to use against his op-
ponenta,

Like Jefferson, Roosevelt had a bias in favor of rural
and swall=-tcewn life. Bettering cof cenditions on the farm,
not just economically, hut socizlly, was a major element in
nis politicsl pro;ram in the State Senate, when he campaigned
for the vice-presidency, and as governor. In 1921 he made a
typical statement of this position. Spesaking at Lenox, Vags.,
he decried the fact shown by the 1920 census that more then
Iifty percent of the American population lived in cities.
This trend must be stopped, he said, "for the growth of cities
while the country populstion stands still will eventuelly bring

disaster to the United States". A "nice balance' must be
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meintei ned between industry and agriculture. Roosevelt advo-
cated & program to ald agriculture and a back-to-land movement
vndertaken by local communities -~- put famllies back on idle
farms, build better roads and schools, and provide an improved
marketing system to reduce middlemen's profits. M"Legislation
will not do it," he said, "paternazlism by Washington or Boston
or Albhany will give no panacea. We have more than enough laws
--- what we need is action."l

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 his 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 meost important e€lement in Roosevelt's Interpreta-
tion of the Jeffersonian philosophy --- an element that was
alsoc a2 major foundation of progressivism --- was opposition to
a privileged position for the wealthy and support of a govern-
ment dominsted by the ordinary man. It was this viewpoint
that Roosevelt develcped at great length in the twenties. Just
as Jeffergon had feought Hamilton on tnis lssue, so Roosevelt
conceived the strug le between Democrats and Republicans in the
twenties. The Democratic party must be made into a party of
T+ F+D.R., "The Danger of Big Cities," speech before the Berl-

shire Téankers' Assoclation, Lenox, Mass., 20 June 1921,
(Berkshire, Mass., Evening Eagle, 21 June 1921).




122,
the people, opposed to the Republicans, representing the
wealthy vested interests who were using control of the gov=-
ernment for theilr own enriclwment. In Roosevelt's eyes 1t
was the old conflict of "wealth versus commonwealth', with
the whole future of American democracy at stake.

In 1925 he reviewed Claude Lowers! book, Jefferson and

Hamilton, for the MNew York World. Roosevelt argued that the
differences betwecen Hamilton and Jeflerson 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 1790-1200 could stlll he a threat to our pre-
sent day eand lend”". Hamilton he described as a supporter of
an aristocracy of land and wealth, Jefferson as the supporter
of the smell farmer end the poorer groups in the nation.
"Jefferson's faith in mankind wasg vindicated; his aprpeal to
the intelligence of the average voter bore frult; his concep-
tion of a democratic republic came true." Roosevelt cloged
on a prophetic note;

I have a bresthless feeling as I lay down this

book =~-- a picture of escaepe after escape which

this nation passed through in these first ten

years; a pilcture of what night have been 1if the

Republic had been finelly organized as Alexander

Hamllton scught. Bubt I have a breathless feeling,

too, as I wonder 1f, a century and a quarter later,

the same contending forces are not again mobil-

izing. Hamiltois we have today. Is a Jefferson
on the horizon?

l. F.D.R., Review of Jelfferson and Hamilton:; The Struggle for
Democracy ln America, New York Evening World, 3 DeC. 1925;
reprinted In The American lMercury, Vol. LAI, No. 261
(Septs 1945), pp. 277=51.
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Bowers thought very highly of Roosevelt's review, which

applied "the lessons of the Jeffersoniasn period to the prob-

lems of tod8Veeee I wish I could tell you how delighted I am
at the revelations of yourself that appegar 1ln the review....
I wrote the book really to recall the party of Jefferson to

the real meaning of Jeffersonian Democracy, and you have brought

1t out".?!

Roosevelt's conviction that the Democrats must oppose the
new attempt to impose an arliatccracy of wealth on America be-
came a recurring theme in hils political-eccencomic thinking.
Shortly after his review appesared he wrote:

We are approaching a period similar to that from
1790-1800 when Alexander Hamilton ren the Federw
al government for the primary good of the chan-
bers of commerce, the speculstors and the inside
ring of the naticnal government. He was & funde-
mental bellever 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-
catlon of the average voter. We need a similar
campalgn of education tgday, and cerhaps we shall
find another Jeiferson.

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).
Roogevelt's political importence at the time 1s indicated by
his being chosen to write the review for the World, of which
Powers 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.¥. Sun and Prof. Dodd of the Uni-
versity of Chicago for the N.Y. Tribune.

2. I"D.R. to Dr. W. C. Martin, 9 Dec. 1925 (Roosevelt Librarv).



a year before hils review of Fowers' book. He was one of
Alfred E. Smith's campalgn manag ers and made the nomirating
speech for Smith in the 1924 convention. It was one of the
few bright spotg cf the conventlon, end F.D.R. was one of
the few Democraits who emerged with enhanced reputation from
that strife-torn gathering, split by wet-dry, Klan and anti-
Klan, south-north, Catholic and enti-Catholic differences.
William Jennings Bryan, afrald of dominstion of the party by
the big-city oolitical machines, supported licAdoco once more,
while Smith was pushed by Tammeny as the only candidate wno
could carry the eastern states. The southern deleystes,
dominated by the resurgent Xu Klux ¥len, refused 3mith because
ne was a Catnclic and because e wasgs opposed to prohibition.l
The final cowpromise candidate, after 103 ballots, was John ¥,
Davis, a conservative corporabtion leawyer, about whom no one
wag enthusiastic. The Republicans swept into ofiice once more,
electing Coolidge, in spite of the Tespot Dome and other cor-
ruption exposvres, by a very wide margine. LaFollette, heading
g third-psrty Progressive ticket, polled more than half the
T, EICEt years lster F.D.R. was able to unite 8ll of these a&i-
vergent groups. He was from upstate New York and not identi-

fied with Tammany politics --~ this satisfied the political
heirs of Eryan. Yet he could get the votes, snd this en-
dearec¢ him to the city machines., A protestant, for a long
time he compromised on prohibltion; this, alcong with his
tles with the South at Warm Springs, Georgis, made him ac-
ceptzble to Southerners. Roosevelt wag an ldeal candidate,
and some commentators thought at the time thet he could have

had the nomination in 1924 if he had gilven the word.
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total popular vote obtained by Davis. The Democrats were a
badly split, badly demoralized, badly lheaten party. Roose-
velt set out to revitalize them with a strong dose of hls
developlng Jeffersonleanism.

The goal of the revitalized Democratic party was to be
reform within the framewcrk of alresdy exlsting institutions.
Radicalism was abjured, but new schemes were not:

The Democratlc Party i1s the Progressive Party

of the country, but it 1s not the ultrea-

radical party of the country, which is a very

different thinge. We cannot surely progress

unless each advancing footatep is placed on

flrm and tried ground. To rush blindly along

the paths proclaimed as highways to Utopla by

some of our friends would be to ind ourselves

hopelessly mired in the quickssnd of untried

political theories of government.

I believe there isg a2 plsce for the most opti-

migtic dreamer in our party, bkecause our perty

in its very foundation principles is committed

to the doctrine of adopting every new thing

that makes for the comfort and happiness and

well belng of all the people of our country

Just as goon as it 13 certain that such new

ideas are sound and will have that effect,.?t

The first step was a letter to party leaders throughout
the nation a month after the defest. The party needed a better
national organizatlon, 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 loglcal and

L. TF.D.R. to James A. Edgerton, 27 Jan. 1925 (Roosevelt Library).
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progressive program".l

With & large number of favorable replies, the second
step was en 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-
Tiedly the party representative of progress
and liveral thought. In other words, the
clear line of demarcation which differentlated
the politlcal thought of Jefferson on the one
slde and of Hamilton on the other must be re-
stored. The Democracy must make 1t clear
that 1t seeks primsrily the zocd of the av-
erege 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 eristocracy

of wealth and soclal and economic DOWETr.

The party must concentrate on basic lssues and not be dis-
tracted by "maetters of womentary cr temporary nature which are
principally of lecal intercst", it must adhere to "principles
rather than personalitlies". There followed & half-dozen prac-
tical suggestions that woulcd make the party a more closely-knit
and effective organization.2 In effect Roosevelt wes saying
thet the Democrats must stop quibbling over divisive issues
and candidates and express principles thet would appeel to
the average voter, that the party must base itself on the
ecopomic issves of the privileged versus the poor.

T.7 F.L.R. to Josephus Daniels, 5 Dec. 1lu24 (Josephus Dariels

Papers, Library of Congress). Identical letters were sent
to hundreds of otner party leaders.

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

Senator Walsh approved,l and so did Senator Eoblinson of Ar-

kangas.© DBut most party leaders were not favoratlly impressed,

including the chairman of the national committee“Y and the

ageing Pryan.4 The New York Times noted how thoroughly the

Democratic party itself had become "Hamiltonlzed".®

One of Roosevelt's correspondents suggested that party
finances should be based on 2 lsarge number of amall contri-
tutions. F.D.R. agreed:

Just ag the 1ldea of the professicnal Republi-
can politicians i1s 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 thelr candidates so as to grant
them more favors sand so on indefinitely, the
fundamental Democratic ides that a political
party 1s & pilece of machinery by which the
ideals of 1ts prirciples can be put in actual
practice in government should be carried into
the financial side oty refusing to permit
large contributions and make instead almost
every Democratic voter an eqgual pertner
through his subscription in our enterprise.6

In spite of hia rebuff from the older leaders of the party,

Roosevelt continued In his efforts to give hils party a solid

T. N.7. Times, 9 Mar. 1925.
2. W.Y., Times, 10 Mar. 1925,
5. N... Times, 5 Apr. 1925.
4. N.ve Times, 9 Apr. 1925.

5. "Premature Harmonlzers," editorial, N.Y. Times, 10 Apr.

1925.

6. F.D.R. to Myron b. Kings, 15 June 1925 (Roosevelt Library).
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econonic 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 perty in
charge of the federsl government have viewed
with careless indifference the gradusl collapse
of agriculture.... A& continued redistribution
of property as between industry and agriculture
is inevitable under existing inequitable eco-
nomic policlesedds

The directing forces of our _.overnment are con-
fined to & relatively few perscns of large pe-
cuniary interests...who are naturally shaping
legislation and government so as most to favor
those interests.... This narrow, viclous and
dangerous phlloscophy teaches that...the most
exclugsive governmental favors to them are
equally beneficial to the entire people; and
that they naturally and always should consti-
tute the governing class....

Equality, Jjustice and fairness alike to all
afford a far brozder snd soundcer base for
permanent prosperity tran the narrow and arti-
ficial bhase offered by ultra high terlffs and
other handouts by the government to a small
cross-sectlion of business.... There was never
such a glaring lnstance of rule by.,a minority
in the history of free government.1
o

Louis Howe, continuing as Rooseveltf!s private secretary,
added fuel to the fire:

Prosperity from the Republicen stendpoint means
the prosperity of a few great corporations and

1. Fourth draft of "Coniidential ¥emorandum by Cordell Hull,"
undated but probahbly March or April, 1927: the first draft
i1a dated 9 March 1927, the second draft ls dated 13 Narch
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 lllustra-

tion of this point. The story tells in a

rather nasty way how the head of Furnsg 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 pleces,

for which they scrambled like so many starving

children., Is not this, in parable form, the

whole theory of Republican prosperity?l

If the major issue was "wealth versus commonwealth',
what wers the specific economic measures advoczted by Hoose-
velt at this time in his new role of interpreter of Jefferson
for the 20th century? They were "a scientific tariff, not
written by and for a favored few, a genersl settlement of =11
debts between all naticns, and the rejuvenation of the agri-
cultural population".2 None of these measures could be con-
sidered revolutionary.

The Democrats had Tavored & "scientific" teriff for many
years. Roosevelt explained that the party did not favor free
trade, but a tariff for revenue and to protect Americen in-
dustry from "dumpinz". The tariff was to be "scientific" in
that it would be based on the difference in manufecturing
costs between American and foreign producers plus the cost of
1. Louls Howe to F.D.R., undated but provably 1928 (Roosevelt

Library).

2. F.D.R. to Frank R. Kent, Oct. 1925 (Roosevelt Library).
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transportation. Such a tariff would protect American manu-
facturers by equalizing production costs. The teriff sched-
ules would be determined by an impartial commission. Such 2
system would result in lower tarifis, snd would not permit
manufacturers tc cvercharge the public.l These were the
icdeas behind the tariff act of 1914 passzed during the Wilson
administration, but a new tariff act paszed under Harding's
sdministration abolished the commission and ralised the general
tariff level over the 1814 level. This latest zct, sald
Roosevelt, "was drafted with the aid of and for the purpose of
enriching many specizal interests".?

As for the problem of wer debts and reparetions, Roose-
velt advocated a svmpathetic and tectful settlement or com-
promise, rather than lnsistence on full and immediate payment ---

. . . O
or at least he sc¢ 1mplied.

1. FPFelosRe, Statement written Ior the Politicsl Bulletin of the
Women's City Club of New York, 1924 (Roocsevellt Library);
F.Z.R. to Holston Rartelson, 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 forelgn goods produced at lower costs.
It is not designed to maximize tariff revenues., Roosevelt's
equation of thege two types of teriifs was incorrect. In this
respect he wzs repeating an error common among Democratic
politiciansg of the time.

Statement written for the Political Bulletin of the VWomen's
City Club of Vew York, op. cit.

5. Heynote speech at Democratic State Convention, Syracuse, N.Y.,
27 Sept. 1926 (Rocvsevelt Library), pp. 14-15,
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The re juvenation of agriculture required sowe form of
"ggriculturel relief" and F.0.R. thought highly of the so-
called "Lowden plan".1 Former Governcr ifrank O. Lowden of
TIllinocis was a leader in seekiny a solvtion of the farm re-
lief program. The plan Roosevelt referred tec was a varlation
of the Meiary-~Haug en plan that had recently feiled of passage
in Congress; its object was to raise prices of staple farm
producta thirough the so-celled Yequalizastion feel procedure.=
Roosevelt wes well awgre in 1825 that his efforts toward
party unity reguired that he solt-pedel all issves that i ht

he creatin:

[
[

disunion; indeed, he ilgnored the very existence of

.

}—=»

the issueg theat split the 1924 convention. Tnisg tactlic 1is
T

clearly indicated by a zeries of newspaper columns written by

F.D.R. for the Macon (Jeorgia) Dailly Telegraph in the months

1. F.D.R. to Senator Thomas ., Walsn, 22 Feb, 1926 (Roosgevals
Libravy).

2. N.Y. Times, 9 Jan. 1926, Tne "Lowden Plan" called for farm
cooperatives to .urchase surplus farm products and sell thew
abroad. The goal wus to keep prices for staple iferm products
above tne world price. Any losses on foreign sales by the
cooper-tives were to he made up by an "ecuslizetion fee' peid
by the farmer Lo the cooperative; since only a part of the
crop would he sold abroad the farmer would be, in effect, ob-
taining hicher 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 1ts basic princisles, but
would subsgtitute operztion of the plan by farm cooperatives
for operation by a goverament arency. The Zicklngon Bill of
1926 embodied this idea, asg did the FMellary-llaugen Bills of
1926 and 1927. See Jonn D.Rlack, A;ricultural Reform in the
United States (VNew Yorlk, FcGraw-1ill, 1929), og. 253-23535.
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. . 1 . .
of April and Way 1925. Almosh 2l1ll controversial material

was eliminated from thes columns, especlally the Klan and pro-

Libition »roblems; and ¥,0.R. was lavisin in his sralse of

Ceorgia and the South.

Tne column ifor April 18, however, <discussed conservation,
a subject dear to Roosevelit's neart. He decried the waste ol

lumber lost throusn I ized even more the Isllure

of many owners to treat their forests as a crop. Thia great
wvaste, resulting from the shortsighted view of landowners, would
ultimately Tforce the .overmnent 1nto the lumber business:

Wwany of the nations of Europe found themselves,
about 150 years ago, vractically stri pned of
thelr forests. They learaed that indlv:

are, as Inlividusls, essentially selfis
that 1f it wes 1ot to the sweet will of the
individual lzndowner he would not bother his
nead to plant new bLrees or protect young
seedlings where he had cut off his original
plece of lumber. Over in BEurope, the timber
shorta:; e became so scute thst Lhe governments
had to step in and create atate forests.

Like most Democrats, I am pretby thoroughly
opposed to having the rfederal, or even the
state governments, embark in new enterprises
which should he handled by Individuals, but
inless we, in the United States, take im-
medliate steps Lo compel the growing of new
timber by individuals I prophnesy thaet it will
recome a government enterprise in the nex
generation.. ..

Tne owner of land owss it Lo the community,
and to the sltate, and to the nation, to use
that land in the best possible way for humanity.

1. Reprinted in Lonald S. Carmichael (ed), F.J.R., Colwmist;

The incollected Columns of PFranklin D. Roosevelt (Chicago,
Pellegrini and Cudahy, 1947,

2. Ibid, pp. 33-34.
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Roosevelt has naot forgotten the bagic criticlasm of private
property he had first expressed as a State Senator Iin his
apeech at Troy, W. Y. in 1313.

Other co2lumns dealt with problems of iImmlgration —--
Roosevelt advocated restricted, selective ilmigration ---

fficiency in government administration, American-Japancse

V]

1

elat

i

ong, and defense. His last column took uvp tax prob-
lems. F.D.R. pointed ocvt that many ol our taxes overlapped
ana there was consglierable double taxation. Especially, he
invelzghed against versonal croperty taxes thet were evaded

or did not have nonest and complete enforcement:

If all taxes, especially those on vroperty,
were eniorced 100 percent, the averags manls
taxes could ne cut from a third to a half.

umns Lto indicate

Q
O
}_J

There was little in Roonzevelit's 13925

that he had any opinion on the inajor issues of the mid-

twentles. e ;ave every iandication of Deling merely a plea-

=

Ol congsedguence.

ul

sant politician who d4id nobt have any ldea:
As a good pollitician he was letting sleeping dogs lie.

This evasion of i1ssues was only a temporary phenomenon,
however, and stood in sharp contragt to his support of Alfred
s Smith and Smith'a program in New York State. In fact,
Smithita "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 progregsive movement and the

Roosevelt administration of the thirties. Although Smith's

T CArmichael (ed.), op. cit., p. 69.
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program may seem rather mild when viewed from the perspective
of a guarter of a century later, in his day 1t was highly con-
troversial. And although his accomplishments fell short of
his zo=2ls, it must be remembered that Smith, a Democrat, had
to work with a Repubhlican-dominated legislature that even in
those days was noted for its obsbructionist tactics.

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

The Democratlc party believes that law in a demo-

cracy 1s the expresslion of that particular thing

which does bthe most zood for the greatest number

and poes tne furthest to relleve and to protect

and care for the great mass of Ehe people, who,
after all, make up the country.

In brief, welfarc legislation was the major function of govern-
ment.

Smith's whole career as governorz was devoted to expressing
that philosophy in leglslation., In the field of education he
increased state ald to municipalities from about #9 million in
1919 to #82.5 million in 1927. In 1925 New York began its great
state park system with the approvel by the electorsaste of a 515
million bond issue for that purpose. A friend of labor, Smith
pushed minimum wage legislation and the 48-hour week for women
and c¢hildren In industry. The first falled of passage, and in
place of the second 3mith had to be satisfied with a compromise
T. Henry Moscowltz (ed.), Progressive Democracy: Addregses and

State Papers of Alfred E., Suith (N.v., Harcourt, prace & Co.,
1:726)’ _p. bl.

2. Pour terms, 1919-20 and 1223-23.
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49%-hour bill. In 1925 he urged a referendum on the child

-

labor amendment bto the Federal constitution, but did not press
tha issue in the face of concerted business opposition. He
gsvecessgfully resisted efforts to weaken the state's workmen's
compensation law,

{ Another area that felt Smith's welfare emphasls was
health: & large-scale program of reconstruction of hospitals
and mental institutions was begun, and state aid for county
public health services was grestly increased. Prigson reform

£ were passed,

w

was also undertsasken. Laws to prevent rent-gougin
and other laws were designed to promote construction of housing
and glum clearance.

A second major accomplisnment of the Smith regime at Albany
was reorganigation of the state government. Government ef-
ficiency had been a favorite theme of Smith's ever since he
participated in the ew York Constitutional Convention of 13915.
When he became governor this became a pet project, and over sev-
eral vears he efected a consolidation of the gstate 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 jovernment permitted Smith to reduce
both income and propexrty taxes by 25 percent, in spite of the
large welfare expenditures. A major innovation in state financing

contributed greatly to the tax reduction: capltal improvements
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such as hospitals and parks were paid for by bond lsasues 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 goals 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 succezs whatsoever
beyond the acceptance of the basic principles he advocated.
Smith felt that water resocurces owned by the stazte --- and these
included much of the Niagara and 3St. Lawrence power pobtential
as well as Important sites in the Adirondacks --- should be ds-
veloped by the state itself. He would nave set up a State Waber
Power Authority with power to issue bonds, build power plants,
and generate electriclty; the power was to be distributed by
private companies under contracts that would prescribe the rates
to be charyged, This policy wes opposed by the Repuhlicens:
they wanted the power sites leased to private companies for
periods up to 50 years, wlth annual rentals to be pald to the
state; at the expirastion of the lease the properties were to
revert to the state, subject to payment to the private company
for improvements. The lssuvue was clear: public vs. private
enterprise.,

Becauge the fight over water-power policy was taken up by
Roosevelt when he became governor and hls statements on the

problem represent an important element in hils economic thought,
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it is worth while to chronicle some of the major events that
took slace in Smith's terms as governor in the devel:pment of
the State's water power policv. A State Water Power Commls-
sion had been created by the Republican administration of 1921-
22, empowered to grant HU-ycar 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 Smit::
pushed through the legislature a blll creating & new Water
Power and Control Commission, with two of the three members to
be appointed by the CGovernor and with authority to issue licenses
only with his apsproval. Tiis new legislation was to become ef~
fective on the first of January 1927.

In the meantime two things hrappened, Smith made the de-—
velopment of water power by a state suthority the major issue
of the 1926 gubernstoriel campalin and was elected by a large
ma jority. And two private companies apoplied for licenses to
develop the vast power resources of the St. Lawrence River ---
just before the pcwers of the Republican-dominated Water Power
Commission to pgrant those licenses were to expire. The final
hearing on the applicationa was to be held less thmn a month
before the new legislation was to taske effect.

Smith looked upon this as a deliberate flouting of the
will of the electorate, and telegraphed the chairman of the
Water Power Commlssion to use his influence to prevent issuance
of the licenses. Upon the chairman's refusal, Smith engaged

Samuel Untermeyer as specilal counsel --- the State Attorney
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General was a Republican member of the Commisgsion --- and on
the day of the hearing Sn2ith informed the commissioners that,
in Untermeyer's opinion, the licenses were illegal, This was
probably true, because various ouscure clsuses in the appli-
catlions made them, in effect, 50-ycar optlons, and the Comn-
mission was empowered to srant lesses only. At the last moment
the applications were withdrawn snd the wnole matter was dropped.l
This was the situation that Rocsevelt inherlited when he was
elected Covernor in 1928,

Roosevelt had been a strong suvpporter of Smith and his
program for many years. In 1318, when Smith needed support
from upstate Democrats to obtain the gubernatorial nomination,
Fo.D.Re came out strongly for him and exprassed confidence that
Smith would bring a "liberal and progressive administration
to the State.? Then, in 1920 F.D.,R. wasg one of the seconding
speakers for Smith's presidential nomination, with the nomina-
tlons 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-

3

ard of living". In 1924 Roosevelt was floor manager of Smith's

1. William G. Mosher, "Public Utilitiles and Their Recent Rsgu-
lation" in History of the State of New York (¥.Y., Columbia
U. Press, 1935) pp. 241-70; k. B. Knapp, Water Power Problems
in New York State (Master's Thesis, Syracuse University, 1928)
passgim,.

V]
s

"sDeRe to Smith, 14 Oct. 1918 (Roosevelt Library).

3. F.DeRo to 3mith, 25 Oct. 1922 (Roosevelt Library).
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unguccessful bid for the Democratic presidential nomination and
made the nominating speech in which he characterlzed Smith as
the "happy warrior". He wrote with the highest praise of
Smith's "comprehensive program for sociel and human welfare" and
his pro;ressivism.l In 1928 he refused to permit his own nomina-
tion for the presidencyz and again acted as Smith's floor manager
and nominated him again. As Mrs. Roosevelt pointed out:

Franklin and I had long supported Governor Smith

politically because of hlis soclal program; we bhe-

lieved that he_wanted the welf'are of the saverage

man and woman.

Not orly was Roosevelt one of Smith's leadln; supporters,
but the two men were closge friends. The break between them did
not come until Roosevelt was Governor. As cearly as 1928 F.D.R.
digsapproved of the agpointment of John J. Raskob as Chairman of
the Democratic National Committee. This attempt on the part of
Smith to placate busineas interests was a mistzke in Roosevelt!s
eyes, and represented the rirst serious disagreement between them.4
But in spite of nisg feelings that Smith had made serious mistakes
T. F.D.R., "Problems and Policies in New York State," American

Review of Reviews, Vol., 69, No. 6 (June 1924), pp. 604-607;

FeD.R., "Smith - Public Servant," The Cutlcolk, Vol. 127,
No. £ (25 June 1924), pp. 390-11.

2. Ielelle to Josephus Lanlels, 23 June 1927 (Roosevelt Library).

-

2. Eleasnor Roosgevelt, This T Remember (. . Harper & Rros., 1949),
Pe 28,

4. F.D.Re to Josephus LDariels, 20 July 1928; FM.D.R. to Van Lear
Black, 25 July 1928 (Roosevelt Library).
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in his campaign, F.D.R. cconsented to run for the Covernorship
of Vew York on Smith's personzl plea that 1t was necessary if
Smith was to carry the stste in the election.

Roosevelt's support of Smith and of the growing use of
governmental power in New York to promote public welfare was
expressed in & series of newspaper cclumng wrlitien for the
Zeacon (N,Y.) Standard following Swith's nominstion for the
Presidency in 1928, They f:.1lly supported the welfare legis-
lation of Wew Yorik and Smith'!'s stend on the power lgsue. On

Auguvst 23 he wrote about the develcepment of state parks and

3
}-Jo
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parkways. Roosevelt, who weas chalrmen of the Teacon
Park Commission, defended the development of state parks s .ainst
property-cwners whose land was talen:

¥ost of us can recognize the disturbed feelings
of the owners of costly estates who are horri-
fied at the invaslion of thelr privacy by the
multitudes wro will vse & new parkway cutting
directly throuszlh theilr lands, but in the final
analysis there seems to be no guestion that the
fight will be won by the multitudes, hecause
more and more we &re, as & nation, working for
the greatest goocd of the greatest numher.

It 1s 811 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 §roperty will

benafit the body of citizens".

Turning next to the tariff, F.D.R. pointed out that the
Democrats did not advocate any substantiel change in tariff
policy, but would revive the Tariff Commlssion and eliminate

«y
favoritism for special interests.”

1. Carmichael (ed.), op. cit., pp. 114-1185,
2. Ibid, op. 117-120.
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Two coluwmns were devoted to sgricultural problems.

Rooaevelt called attentlion to the serlious problems that had
been afflicting the farmer in the post-war period, especislly
the problem of surplus c¢rops. He pointed ocut that Presicdent
Coolidge had vetoed the two McNary-Daugen Bills, which were
the first comprehensive sttempts to solve the problem of sur-
prluses that had passed Congress, and that candidate Smith had
promised to take some kind of =zction to meet the problem on
the bagis of recommendationsg by a body of experts. FeD.R.

.

sald that Hoover's promise of higher tarif

fz on agricultural
imports would hardly touch the problem, since the tarliff is
ineffective on commodities for which there is an exportable
surplus. He supported the baslic demand of 21] the farm loh-
bies --- the demand for complete economic equality of agri-
culture that was behind farm legislation both under Hoover and
under Roncsevelt as president.l These colwmns showed Roosevelt
to be well acquainted with the agitaticn for farm relief and
the ma jor possibilities for legislstion that had received sub-
stentliel support vp to that time.

The colurin devoted to water power developrment supported
fully the position of Alfred E. Smith. The government should,
through a government owned corporation or authority, construct
power plants end generate electricity, selling the power to

private companies for distribution. This plsn wass proposed for

1. 1Ibid, pp. 117-120.
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government-owned power sites at lMuscle Shoals and Boulder Can-
yon, and was contrasted with the Republican belief 1n private
power development with puibllc ubtllity regulatlion to protect
the public.1 Roosevelt expressed the basic lssue 1In broad

terms:

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 are the
common heritage of the people of the United States.
They need to be developed and at the sawme time we
must prevent them from belng wasted. Many of the
rescurces, such gs our timber supply, are being
exhausted., It 1s certainly a very necessary part
of the function of our government to see that the
use of these resources shall be sllowed only for
the best interests of the population zs 2 whole
and that no private individuals should be allowed
to make huge profits at the_expense of the great
megs of uvltiwrate consumers.

Roogevelt's support of Smith indicates that he had eccepted,
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 Thomess Jefferson, whom Roosevelt pro-
fessed to Ifollow, Jefferson was opposed to extersicn ol the
powers of the Federal government and bellieved strongly that the
proper locus of political power wsass locsl government. FEoth
Roosevelt and Jefferson may have believed in control of govern-
ment by a broad electorate and no specisl privileges for the
wealthy, but Roosevelt was willing to use "Hamiltonian! means

to achieve the "Jelfferscnlen” ends he believed in.

T. 1Ibid, pp. 138-139.
2. Ibid, p. 140.
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This viewpoint was slow in developling, however. In his
1925 efforts to unify the party F...R. sought to ignore the
issves dividing the Democrsts by arguing that they were re-
glonal issues and not national problems. He insisted that
the party must agree on & few basic principles and campalgn

on them, leaving all lasues on which the party could not agree

for state or l1lscal action. As Louls Howe put 1it, there was a

need to distinguish between national and national party issues:

The Democratic troutle has been an attempt to

make every National subject a party issue,

whether the party was re lly agreed on it or

not. No Naticnal issue should be made part

of a National party platform unless the whole

party is practically united on the qguestiocon.

This theory fits in beautifully with States!

rights, as it logically follows that on met-

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
stend on the prohibition issue, so that F.0.R. could continue
to be a peacemwesker between the batiling factions of the party.

This viewpoint became a major element in Roosevelt's at-
tempt to achiieve party unity in 1925, and was, essentially, a
compromlse on the question of the relationship between govern-
ment and the economy, just as 1t was a compromise on the ilssues
which divided the party.

A year and & half 1:zter Roosevelt took & mwore positive
stand, and one that wasg much closer to hls position in the New

Deal years. KXeynoting the New York Stete Democratic convention

l. Louls Howe to F.D.R., 20 Feb. 1925 (Roosevelt Liltrary).
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in 1926, he pointed out that "the march of modern civilization

-

brings forward new problems for solution snd new possibilities

for the greater happiness of human beings,” and continued:

If we accept the phrase "the best government ig

the least :overnment" we must understand that 1t

applies to the simplification of governmental me&-

chinery, and to the preventicn 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 inmmense incresse of populsa-

tion and by the astounding stridee of modern

sclence, is hesded for decl'ne and uvltimate death

from inaction.

As an illustration of Rocsevelt's view of the proper role
of the Federal governuent --- and the contrast with the views
of Coolidge and Hoover =--- the case cf the Nississippi River
floods of 1927 is i1lluminating. The flcods of thst year were
egpeclally bad and a great deal of relief work wzs necessary.
Pregident Coolidge wes satisfied that Federal responsibility
ended with Army rebuilding of broken dikes, that Red Cross re-
lief and locsl and state _overnments could tealke care of the
victims, and that local banks could provide capital for re-
building. Secretery of Commcrce Hoover tock charge of the re-
lief work, which was privately iinanced. Roosevelt, on the
other hand, thought that stronger measures were needed. He

Fal

demended a special segsion - Congress to pass [lood relief

1. §peech at Syracuse, N,Y., 27 Sept. 1826 (Roosevelt LibI"dI"y),
ppo 1"2.
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legislation: special relief funds to be appropriated by Con-
gress, loan funds for reconstruction, a debt morstorium in
the affected areas, and an easy lending program by the Federal
Parm Loan Ranks.?t

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 s necessary evil', it was "an agency
first to protect society and then to promote and guide all the
people into better ways of living”.z The great achievement of
the Democratic psriy in New York, he said, weas

The realizstion of the greatly changed relation-
ship between government and the people; the under-
gstanding of the real duties of the government to

be the servant and not the master of its ciltlzens;
to rension its sged, to prrovide compensation for
its injured toilers; to consiruct great hospitals
for its sick; to modernize its unspeakahle prisons;
to adopt the modern penal thecry of parole and pro-
bation whenever possible; to develop 1ts vast water

T. Roosevelt's position was presented in his article "wWhat Price
Flood Relief," National Business feview, Vol. 6, No. 3 (1 Cct.
1927), pp. 6-7., Although the magazine was campsigning for a
Great Lekeg-Gulf waterway to he tied in with a2 floocd control
program -=-- znd Recosevelt knew 1t --- he hardly mentioned such
a project in his article. Hoover had already proposed pub-
licly that develcpment of inland waterways be combined with
fleod control (V.Y. Times, 28 Aug. 1927). Roosevelt favored
a development grouzram for the Mississippl Valley that would
include development of waterways, flood contrel, and hydro-
electric power development (F.L.R. to Alfred E, Smith, 20 Nay
1927, Roosevelt Library).

2. F.D.R., Address Lefore the Schenectsdy County Democratic Or-
ganlzation, Schenectady, N.,Y.,, 12 Mar. 1930, Public Papers
and Addresses of Governor Franklin D. Rocsevelt, 1930 (Albany,
J. Po Lyons, 1931), p. 714. Thisg scurce will hereafter be
cited as Pubhlic Papers.
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power as a State resource for thelprimary bene -
1t of the citizens of the Stzte.

New York's welfare prog:am wa:, in Rocsevelt's eyes, the mod-

ern embodiment of thne Jeffersonian trediticon. Yhen as Governor

e

he wss faced with a Republican majority in the legislesture,

which, hecause of the election clstrict set-up, sctuelly repre-
sented a minority of the vofters and continually obstructed the
program cocn which he had been elected, he seaid:

It is the same olua conflict which Thomas Jeffer-
gon faced. Jeiferson believed in human rights
above property rights, the rights ol men arove
the rights of possessions. Today we heve
selfish groups whilch have been able to block
much Important and human legislation bec=zuse
some employer's pocketbook weuld be affected if
he hacd to pay a living wage in every instsance,
or if he had to pesy a workman who became 111
from some cause asgociated with Uthe kind of
work he wasg doing.

1. F.D.R., Address before the Young Men's Democratic Club,
HHotel Astor, New York City, 30 Apr. 1931, Public Papers,
1931, pe 731,

o

e IFaDo.R., Radlo address to Thirty Luncheons in Honor of

Thomas Jefferson, 12 Apr. 1930, Public Papers, 1930, p. 427,
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CHAPTER VII

INTERLUDE: BUSINESS AFFAIRS

Roogevelt's business alfairs duriong tne twenties are sig-

nificant for btwo reasons. First, he took an active part in

the trasde assoclation movenment that was to devel-p into the

N

«R.A. of the early Vew Deal, Seccoad, hia attitude toward

husinesg was a curious wmilxture: on the one hand e insisted

that mere profits were not a fnll justification for business

activity, that the businessman must also have the wrotive of

public service; on the other hand, he himself particigoated

in

that

during the twentlies was

a number of

£

outri-ht speculative and rvromotional ventures
had little To do with ser ing the public.
The rogi gignificant of VP.D.R.'s business affiliations

s connection with the American Corn-

gstruction Council.

In 1920 the construction industry in New York Cilty wes

in very bad odor. PFrices were soaring to peaks never before

reached, laor unrest was endemic, and there wers rumors of

graft, monowvoly and racketeering. In particular, high prices
of building maberlals were causing much agitation. The State

legislature authorized an investigation headed by Senator

Charles C. Lockwood,1 whille 1In Vasnington Senator Calder called

1.

T.¥. Times, 25 Sept. 1920.
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for a federal investigation into price-~-fixi g.l Attorney Gen-

eral Palmer ordered an inquiry into the subject, as 4id New
York State Attorney (eneral Newton. >

The Lockwood Commission »lew the 1id off, under the direc-
tion of anti-trust lawyer Samuel Untermeyer. It ghowed thatv
bullders pald graft to the head of the Euilding Trades Council,5
that uncooperative contractors were driven out of business,4
and that those who remalned in business were subject to extor-
tion.” Much evidence of price-f'ixing, comblnations of sellers,
and excesglve profits was found6 and many Indlctments under the
State and Federal anti-trust laws were handed down. ! Tegtimony
before the Commission showed that Bethlehem Stesl Corporstion
and U. S. Steel Corporation forced contractors to deal exclu-
gsively through the Tron Leasue Erectors Associalbion, and to

3

erect steel only under omen shop conditions. The investbtigation

continued on into 1921, each week turning up some new fact of

(€2}

craft or corruption.

Aggravating the disclnsure of grait and corruption was the

great ingtablility in the consbtruction industry thet appeared in

. loid, 26 A
2. I-bid., 5’\) Sept. 19200

3. TIbild, 2-22 Oct. 1920.

4. Ibid, 23-29 Oct. 1920,

5. Ibid, 1 Nov. 13920.

6. Ibld, 1-3 Dec. 1920 and 8-10 Dec. 1320.
7. Ibid, 30 Dec. 1920.

2. Ibld, 15-16 Dec. 1920.
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thhe immediate post-war period. A sharp decline in bullding
activity occurred concurrently with the Lockwood Commission
investigation, a decline that was one of the major [factors in
the depression of 1220-21. The industry was also troubled by
great seasonal instabhility ---~ lititle construction work was
done during the winter --- and local instsability --- large cun-
struction projects In one area with little activity in another.
It seemed to Herbert Hoover, then Secretary of Commerce, and
his friend from wartime Washingbton, Frankllin 9. Roosevelt,

e

that something should be done alort Llx’g huge bubt disorzsnized

industry. Together they dedided to form the American Construc-

g

tion within the industry desizned "to

0

tion Conncil,l an organiza

s

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 assocliation dedicated to

the improverent of the service which the construction industry
2 . . .
renders".® The other major objective wag:

to stabilize the entire construction industry
by eliminating the "peak anc valley" conditions,
to the advantagg of capital, labor, and the pub-

lic in genersal.

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

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

3. HMemorandum from F+J.R. to Noble I'. Hoggsson (member of the

board of governors of American Coanstruction Council), 31
May 1923, (Roosevelt Library).



150,

But above all, the Council had to repalr the damage done
to the industry by the disclosures of the Lockwood investiga~
tion. As F.D.R. put 1t, "bullding public confidence 1in the
construction industry ls primarlly the aim of the American
Constructlon Council™l adding that "if the members of the con-
structlon industry are unable to kesp thelr own house in order,
an exasperated public will some day regulate their house for
them."%

The Council was fundamentally an assoclation of trade ss-
goclations within the bulldiag industry, with firancisl support

rit ol =self-

fte

coming from some 250 trade associations. In the sp
& I

L.

government of industry that was to appesr 1In the N.H.A. leg.is-~

59

2
in
of
O

lation of 1933, the construction industry remnedy i1ts own

defects by voluntary action. Although Secretary Hoover was one

£

of the orwganizers he felt thabt the Council shouldi be completely
independent of government, and that its policies should orisinate
wholly within the Industry,® while I'.D.R. stated thet "it is my
degire and the desire ol those responslible for the organization
of this movement that the construction indusbtry work out its

own salvation".%

1. W.Y. Times, 4 June 1922.
2. N.Y. Post, 1 July 19522.
5. Herbert Hoover to FeD.R., 12 June 1923 (Roosevelt Library).

4. F.D.R. "The Task Ahead for Tuilding," Nation's 2usiness,
Jan. 1923, p. 37.
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The salvation of the industry was to be found in stsablll-

zation to avoild seasonal unemployment and labor migration, a

code of ethlics Tor the industry, and a national study of

1

building codes with a view toward standard practice,” as well

ag "promotion of vocational guidance of youth into the trades...
3 . - 2 - '

and gathering of helpful statistics".

FeD.Re put more strongly the Jjob of the Council, ak leasth
a3 he, president of the organization to 1923, saw it:

Muddling through has been the characteristle

method emplryed by the construction industry

for the last few years. There has been no

system, no cooperation, no Iintensive, nationsal
planning.

2 o

Zut wnhat kind of planning did feD.R. have in mind? Oh-
viously, 1t was not cenbrally directed _.lanning by the federsal
zovernment, for the whole purpose of the Council was Lto enable
the industry to reguvlate itself., The plannin, was to be volun-
tary cooperstion through the Council, which would seek to de-
termine natlonal pollcy on problsms facing the entire industry,
with the pclicies to he voluntarily carried out by the various
memoers of the industry.

Fer this type of "planning" e certaln amount of harmony
and agreement on bagic principles among the various elements
of the industry would be necessary. That a fundamentsl harmony

of interests prevailed wss one of the basic assumptions of those

T, 101d, ppe. 35=37.
2. N.Y, World, 28 June 1922.

Se NJYe Times, 4 June 1922, Italics mine.
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who organized the Council, IeD.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 drawluags Into actual struc-
tures; and those who furnish the materials....
A closer relationship betwezan these eolements
would resgult in a better understandiag and a
cooperation which would eventually benefit the
public by re?ucing bullding costs in many in-
direct ways.

That the cooperation necessary for voluntary "planniagh
of the type contemplated by F.D.R. was diflicult to achieve
in the construction induétry should have been evidenit from
the resuvlts of the Locliwood Investigation, In 1925 F.D.R.
wag atill Urylng to convince certain parts of the industry

5

Writinge to the executlive direc-

(&
N
Q
st
*
=

of the need for

@

vpoperat]
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
eess In the o0ld 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-
gstruction; that brick manufacturers are merely
rivals of the cement makers. Today, hovever,
we <now that in construction as in so many
other human actlvities, what makes for the
zood of one ia apt to male, also for the good
of otherseese.

The American Construction Council seeks to

bring together these component parts of a great
whole..., and to bring about cooperation towards
ends which willl serve the industry as a whole.”

l. Spesch by F.D.Re read before the Associated Ceneral Con-

tractors of Amerlca, Chicago, 22 Jan. 1924. Carbon type-
geript dated 15 Jan. 1924, Roosevelt Library.

2. F.D.R. to Charles F. Abbott, vp. cit.
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F.D.Re. believed strongly that there was a harmony of in-
terests amonyg individuals, especially when their vital inter-
ests were concerned, In spite of "jealousiea" and "points of
Iriction” he expected thzat in the construction industry "we
would ell become, as far as possible, one happy family".l

The type of "planning" actuslly en;aged in by the Council
is exemplified by the recommendations made by it in May 19Z3.
Feeling that speculative vuillding was reachling a dangerous

interests curtall the fi-

level, it recommended thst "banking
nancing of speculative building untlil ai’'ter the close of the
summer"”, that governments should "delay their (construction)

work as much asg possible until September or October", and that
puhliclity be gciven to rising construction costs.”

This action came a week after Secretary of Commerce Hoover
had written Pregident Hardin: sug esting that the federal govern-
ment should not expand its consgbtructlon activity at that time:
the industry was fully employed and federal construction would

displace resources used by private enterprise rather than add

(e

to employment and production.®
The attempt to publicize the proper action to be taken by

the industry as a whole did not meet with unanirous support.

D — . S

1le Minutes of the Board of Governors of the Americsn Conatruc-
tion Council, 186 May 1923 (Roosevelt Library).

a

e

e

AY]
=

» Do. 41-42,

3. N«¥e Times, 9 May 1923.
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The MNanufacturer's Record attaclkred the Council's recommenda-

tions editorially and its editor wrote to F.u.R. that "organi-
zatlons should not undertake to direct actlion of individusal
members™" and that "for an organizatiaon such as yours to urge

that no new work snould be begun for 90 days 1s wmerely a strlke

of capitel against labor and materials".l Roosevelt answered
. with a diatribe against one of liis favorite targets, the philow~
i sophy of rugged individualism:

I fear that you deliberately inzist thaet no or-
{ ganization of individuals, wheither of capital

or labor or both comblined, should ever suggest

a course of actlon to 1ts Individual memiers.
Yours is & creed of "every man for himselfl and
the devil take the hindmoat...." It is ,er-
fectly clear that scme sgelf-seeking interestas
nave deliberately and maliciously distorted the
recommendaticons of the Council in order to serve
their own immediate purpose --~ in other words,
to make the biggest poscille rrofits wihile the
goling 18 good --= another cese of "the devil -
talke the hindmost", of "after me the deluge'.”

PeooRe went on to say that inflstion and depression can he
eliminated "only by collective action and by the educetion of
the public" and that "correct public infornetion will, by sand

large, bring about & more continued prosperlity than thne old

a~ - L7

-7

system ol infectlous bhuying followed by infectious panics".o

In spite of the objections raised by Manufacturer's Record,

FeDeR. felt that the policy of punlicity was succeasful:

v

Az a rezult of our widely pfublicized gtateuents
the public "took stock", eliminated sapeculative

1. Richard I'. Tdmonds 10 F.0.R,, 15 June 1923 (Roosevelt Library).,

e
Y

2. ["eDeRe to Richard I, Bdmonds, 20 June 1923 (Focsevelt Library).

. Ibid.
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sary
and

11 were instrumental
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thelr members, looking toward a recuction of nrice competition.

-

Thisg developed into a program for trade-practice agreements in
each industry drawn up by the trace gsscciationsg, wnhich were to
be autonomous and self-regulating and led by public-spirited
business leaders. Thils policy, backed by Secretary of Commerce
Hoovcr,l was greatly wealkened by an adverse opinion by the At-
torney reneral, who felt thalt Lhe codes viclaeted the anti-trust
laws. DHut the Chamber of Commerce of the United States took up
the 1dea ol codes or falr practice during the early thirties,
advocating them ag & means of reduvucing cut-throst comzetition
and ss an &ald to recovery. This proposal, with modificstiona,
becare one of the eglements thet went into the N.R.A.

The Americsp Construction Corncil represents a middle stace
in this develcpment, seelking to obtaln concerted zctlon on a
voluntary basis bto meet groblems of the industry. It may be re-~
garded zs & forerunner of the N.R.A., and the philosophy ex-
rressed by Fe.DeR. in hile speech et San Francisco in the 1932
presicentisl campsi_n, in which he called upon "the responsible

-

heads of finonce and indusitry” to "work together to achieve the
[

common end", while at the same time reserving to the government

ne

the right "to apply restraint" to "protect the public interest.

l. Hoover ccnceived the codes of fair practice ss a neans of
eliminating abuses and pgromoting higher standards in busi-
negs., They were, as he saw it, to have no relstionship to
price-fixing. See Herbert Hoover, Wemoirs (%.,Y., Macmillan
Co. 1952), Vol. II, op. 167-73.

2. 1eJ.F. Public Pepers and Ldaresses (N¥.Y., Random House, 193&),
Vole. I, »p. 7b4-
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The basic 1dea behind the American Construction Council
was that there was a8 large area within which husiness firms
could cooperste without Injurirg the gublic or violating the
anti-btrust lawa. It pald litile attentlion to prices charged
hy individual sellers, and did not talle steps to reduce compe-
tition. It rewresented, perhaps, the less dangerous type of
trade assoclistion than those which scught to achleve collusive
acticne. Tt concerned itsell with tThe cyclical behavior of the
codes, apprenticeshiy, public confldence,

industry,

{
L

better buildimy, and so Torth. "Our aim is solely to further

n

thie Public Cood," seid F.D.R.? This type of "sell-rovernment"

o

has 1little in comnon with the restriction of competition usually
asgocliated with trate agscocistions end codeg of fair practice.
Thet 1t migsht develop into the restrictionism typified by the

NeFPeh. codes was not anticipated by Roosevelt.

on activities

E—J.

Roogevellt was aware that his trade associsat

n

oul ol the

Fy

toward "self-covernment in Industry"” misht fall a

antl-trust laws. A&After gointing out the desirability of

v
e

crcating "one happy family" in the industry, he said:

There are, of course, a good meny dilfficulties

in the way, including the United btﬁtes Goverri-

ment and the Department of Justice.

Nevertheless, F.D.R.'s belief that 1industry's basic re-
sponsgfbility to the sublic could be discharged by development
T. Letter from F.D.R. to Waldo Adler, 31 lay 1925, (Roosevelt

Library).,

2. Statement by ¥.D.R. in Vinulbtes of the Board of Governors of
the Americsn Construction Council, 16 May 1923, (Roosevelt
Library).
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of trade associations led by publicegpirited citizens was part
of the corthodox eceonomic thought of the twentlies. His posli-
tion was supported, for instance, by cne of the most populer
textirooks on the problem of monopoly then in use. 3Seager and
CGulick haod this to say =about trade assoclations:

Trade asgoclations...are centributing in rany
branches of induatry to efiiciency, economy,
and improved relations and standerds among the
grouvps affected. The demonstration they have
afforded of the extent to wnich cooperation
amon/, competing business men may be carried

on to their advantage and without disadvanta_e
to the pullic has contributed nore than any-
thing else to a better understending of the
combination and monopoly problem.

Eal

Seager and Culick echo Roosgevelt's sttltude. If 1t was

gsubject to perversionsg inconsistent with the public welfare it

was certalnly consistent with F.D.E.'s belief that business

enterprise must have & poal beyond profits, the gosl of social

(S
responsikility. Public service and public welfare were as ime
portant asa, 1if not wmore important than profits. F.2.R. had

1ittle s mpathy with those businessmen who thought that the

seekling for wealth was the only justificastion necesszry for

business zctivity.

w

noosevelt could aiford to hold the belief that public
service was Important in business. He had inherited proper-
ties worth about }1C0,000 upon his iwther's death, the annusl
income from which was about 05,000. Eleanor Roosevelt had in-
herited a similsr amcunt when she was & chlld, wnd prudent

T. Henry R. Seager and Charles &.
poration Proulems, (T.Y. Harper & PBros.

Gulick, Jr
?
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manazement of her esstate brought the annual income up to about

27 ,500. Then, in 1927 #.D.E. inherited 100,000 from his half-
trother, James, who had married the sister of John Jecob Astor.

We can reasonably suppose that this inherltance also brought in
about #5,000 annuelly. All of this wealth was invested in bondsg.t
Thus, the Roosevelts had an annval income from inheritances of
about 12,500 until 1927, and abouvt 517,500 after 1927.

During the twenties IM.De¢R., turned nis attention toward busl-
ness affalirs more than at any other pericd of his life. He held
no puuvlic office from 1921 through 1923, and, in spite ol in-
fantlile paralysis anda the political ariairs that were his ma jor
concern, he attempted to add what he could to the femily wealth,

Lew practice 4dld not bring in wuch income., After he left
the Wavy UJepsriment in 1¢21, P.L.R. formed with two friends
the firm of Bmmet, NMarvin and Roosevelt. His 1llrness prevented
hie doing much law work, and he left the firm in 1¢25 to form
Roosevelt and Q'Connor, another law peartnersiip., His annual in-
come from the new firm waa about "1,500. TF.D.R. mznaged to male
that much, also, as referee in a suit between the Village of
Larchmont; M. Y. and the New York, New Haven and Hartford Rail-
road in 192&.

At the seme time he was dabbling in lew practice, .D.H.
took & job with the Fidelity and Deposit Compsny of Baltimolre,

a surety bonding compeny, as vice president In charge of its

1. Wharton (ed.) op. cit., pPp. 140-41, 145-6.
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New York office. His szlary was 125,000 a year. Van Lear
Bleck, president of the company and a friend of Roosevelt's,
was a prominent Naryland Lemocrat; he wanted to offer IF.D.RH.
a haven éuring the lean years out of oiffice and preserve him
for future political campalgns. At the same time the company

would obtain the advantages of the Roosevelt neme and F.L.R.!'s

¥

New York connections. F.D.R. took an active part in the opers-
I

'

tion «f the WNew York office until hig attack of infantile
paralysis in the Isll of 1¢2l. e continued in this position
until 1928, with Louls Howe taking care of most of the essential
businesgs of the office after Roosevelt's illness. In February
1928 Rocsevelt became Ceneral Vice Pregicent, a title that was
largely honorary: ©oth he and Howe were relieved of responsi-
nility for the New York office and could devote themselves to

Al Smith's campalyn for the presidency.l Whetiner it was Tecauss
of FeDJRe's Dusiness auvility, or his contacts, or the Roosevelt
name, or because of the great boom of the twenties, the business
of the New York oillce was greatly increased under his manage-
ment. He made one important contributicn to the company, at
lesst. 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 progosition, but Roosevelt opposed

it: 1t would violate the true function of a surety company Ly,

T, Fidelity and Deposit Cowmpany rfiles, (Roosevelt Litrary).
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in effect, making it an endorser of notes and wmortgages The
directors accepted Roogevelt's judgment, which the depression

only five years later proved to be scund when principal and

£

Interest on loansg on even first-class buildings began to be

deLRUTted.l

.

Recause Roosevelt bhad an income from his inheritance he
wag nobt perticularly interested in a moderats but steady re-
turn from the new investments he mede during the twenties.

]

Tratecd, he irveshed in new corpanies that sov Bt teo exploit
s A . £

new procducts cr new devices ~-~ ana tixls tyge of company cculd
produce large returns, or none. LEssentislly speculstilive, this

garect of '.J.,7.'e tuainess @ffsirs was In hernony with that

same element in his wvature that ensbled him toe L-oolk with fevon
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cn "expericentaeticn” in sphere. Tt wesa slso in
narmony with tlhe speculsative boom of the twenties,

.

A numcer of outrlight syreculstions were made by “.5.R. For

CA]

example, 1in May 1923 he lnvested in the Vonbtecal €1l Co., a
wildcat cperation described as "the best gamble you could ever
take . Tht owned a gimell 011 well in Montane that caid the ex-
penges of speculative drilling in California and Wyoming Cields;
the Californie wells turned ovt to be unwproductlive, while tihe
one in Wyowing produced only natural gas, to the grest disac-

pointment of all concerned.- Nor aid the stock and land

1. Larle Looker, The fmerican Way (v.Y,, Joln Lay Co., 1933),
wpe 130=131.

2 e% gram from Aymar Johnson to F.T.R., 9 May 1925, (Roose-
el 1.

egram
t 01Ty ) .

2. Montacal CI1 Co. filec, (Roosevell Librar:).
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speculations of the twenties leave F,2.R. untouched. AL times
he speculated in stocks, and at one time considered a specula-
tive venture into Louisiana rice lands.t

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 prosgects for
rapid growth were ;ood. Typlcal of such entergrises was the
Americen Investigation Corporzticn, recrmed in 1922 to investi-
fate the feasibillty of alr transport by dirigible. H,D.R.
wag vice-president snd a member ol Lhe bosrd ol directors, as
well as & stockholier. He felt then that commerclial dirigible
lines, rather then tlhe airplare, were the Lty e of alir t}ansport
thiat would succeed,2 and at the same time he wanted to develns

. - . . 3 v
aeronautica for national defense.“-. The compsny hed ocd prog-

pects: its Cinsncial bacliing was of the best, for Owen L.
Young (president of General Electric and R.C.L.) and Arthur V.
Davisg (president of Aluminum Company of America) were bvehind

it, and 1lts stockholders Included Marshall field, Philig M.

-t
L]

Wrigley, Be ellon, W. L. YMellen, L, C. Hanna, dJr., W. 2,
Poelnyg, and Cecll 2, DeMille; it acqguired Americen ri hts to the
basic patents for rizid airships; and F.D.R., as former Assistant
le P.L,Re to G. Hall Rocsevelt, £ Mar. 1921, and 15 Jan. 1923,

(Roosevelt Library).

2. Letter Lfrom MI.R. to B, . Cary, 19 Vay 1921, (Roosevelt
Library).

5., Letter from «,D,R. to Commander mzmory 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 ald from the government, which was not
forthcoming, and the compsny sold out in 1924 to Alrways

Corporation of America. The lalbier company proposed a

-
¥

crandiocse scheme of transcontinental and trans-Atlantic
s e a NP ; N 1
dirigihle lines wnich came Lo nothing,

A wmore successiml venbture in & new compsny was Photomston
Inc. This company ranuiactured and rented antors
g PR Y S e e J - - e b At - S s~ s Nt e W BN ovS
.raphic slobt mucininesg thobt ook el

the devsloped strip in el ht minutes; it =21lso ocoersted a number

.
I

of stores of its cwn. The Yorgenthaus wers Interssted in the

“

comoany =nd Fe.o.H. Joeined tnem early in 1227 snd wag clected

2 director., The new mschiines proved very popular and 1In a

year were installed in ei_nty lozations throu_hout the country.
centnous wad P.o.Re sold out late in 1923, "nd .0.R.

- b it . u e ey o En - 1 i 1 C) - A - =
recelilved 717 per share for the stock he hed purchased at *3.00.7

-

Thnis was one of F.D0.R.'s lJew successful ventures.

A similar venture wag Sanitary Postage Service Corporabion,

wnich owned 2nd rented stamp vending machines. ...R. was a

stocizholder and a mewber of the hoard of directors beginning in

et s
1 e

Lo Amrican Invest' otion Cory. ile,(Ronsevelt Library).

<. Photomaton, Inc. file, (Roosevelt Library). I7.D.R. gave

half of nis prolits bo the Werm Svrin_s Putients! Ald Lund.
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Janvary 1927. The compsny ab Ghis tlre was wuch infterested in

expancing into the generel field of avbtomazibic vending machilnes,

and merged in June 1923 with severzl other companies in that
field to form Consolidated Autowmatic NMerchandlaing Corporation,

f which F.U.R. was a director until he hecame sovernor ol Hew

o)

4 e

York. Aubomstic vending machines were sometiiing of a noveliy

in the late twenties and the company was widely heralded as in-

'1)

angurating the "auvtomaitlc age in merchandising"” when United

< Lo

Cigar Stores opened 2 comzletely svtomatic ontleb on Times Square

pectucenlar orowmotlional

de

in New York City. Thils was one ol the

9]

schnemes developed my Consolidabed A-tomatic Verchandilsing, which

was one of the many hold ng compand the twentles thalb wers

hased largely on progpects Tor the future and were developnsd

£

primzrily for ilnanceer

=
-

™
i

fits remained only vromises and 1t failed Iin the thirties.
One of Ro velt!'s ventures led him into the field of in-

teraational finance. Many Americens Invested in Zerman maris

v

in the carly twenbies, ex

seching the currency to riae in vealue

x

as TJermany recovered rom World War I. TInstead came the druashic

)]

[

nfflarion of 1920-1923 and the speculators saw the value of
this invesitment dwindling away to nolbuing. To prevent any
furtier logses 1t was plamned to form a company to invest Germsn
marks In real assets in Germany --- real eabate, mortgages,

stock 1In business and commercial entergrises and In financing

of goods in transit. United Zuropean Investors, Ltd., was

e = e 1 . - . : .
T. Sanltary Postagze Service Corp. file, (Roosevelt Library).
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formed, with F.D.R. as president with a salary of 710,000 and
William 3chall, of the investment house of Willlam Schall and
Company as vice-president. The capltal stoclk of the company
was purchased with Cerman werks held by Americans and Canadians,
and the marks were then invested primarily in common stocks of
German wmanufacturing conceras. The policy of the company was
succesasful and the value of tae .urchased stocks appreciated
slightly more than the mark Jdepreciated. After Tthe new mark
was stabilized §.D.R. withdrew from the enterprise, selling his
interesh to Schall in Yay 1u26.°
Tne ties with CGerman enterprise led F.0.R. to take part in
dlon in 1927 of Internstional Ceraanic Truast Co., o

New Yorl bhank lesi ned to facilitrte commerclizl and financial

relationghips beltween the Tnlted States and Central Europe. Its

subsidiary, Interaebtlonal Cermenic CTomuany, engaged in 2 hanking
business in Durope., Although F.o.23. 4id not talte part 1ln the

detalls of organization, he did own shares in the company and was

T. United Europeon Iuvestors Tile, (Roosevelt Library). Mrs.
Ronaevelt told the writer (16 Aug. 1951) that her husbhand hsd
zone intn this enterprise purely as a public service venture
ang tihat he nad not speculated in Zerman marks. On the other
hand, when F.D.R...301d out to Schall he owned 1008 shares 1in
United Buropean Investors. If these shares had bheen acguired
at the price at walch they were offered to the public, one
share for 10,000 marks, Roosevelt would have bheen a heavy
plunger. Eut he may have obtalned his shares at a reduced
price, or even ag part of the inducement to lend his name to
the enterprise. Roosevelt saild: "I only went into this busi-
negs tecause I felt that I would be rendering a very patriotic
gervice and poaszibly prevent further loss to the thousands of
Americans who have mLstakenly bought marks at much higher
prices." F.D,R. to W. S. McDonald, 19 3ept. 1922, (Roosevelt
Livbrary).
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a member of the voard of directors. Basil O0'Connor, law part-
ner of F.D.R., felt that his connection with the banking concern
was a political liability, and F.D.R. 2greed: he resigned as a
director in February 1928.1

One of P.D.R.'!'s most interesting ventures in international
finance never materialized. Togzether with Ceorges 5t. Jean he
attempted to organize the Federal International Investment Trust,

which was to sell stock to banks and invest the funds in stocks

of foreisn banksa, These inveshbinent relationships would be used

gl W)

€]

to facilitate American Toreign trade by m=king 1t possgible for
foreign firms muying Amerlican gjoods to pay for them by selling

T

1 the United States. The process wouldi work some-

—t

gecurltiss 1
wnat as follows;

An Americsn exporter would sell (oods to a Zuropean buyer,

The buyer would then lssuve long-term securities egual in amount
to the value of the goods he purchased. The securities were to
be guaranteed by a Buropean hank in walch 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-
gue 1ts own Donds, vacked by the securities of the Buropean

Pirm, and sell them to the public. The net result would be thsat
the Turopean firm would have 1ts goods, the Americsn exporter

wounld be paid, and the American public wuld have financed the

deal by purchasing bonds of the Trust, backed by long-term

T. Tnternational Germanic Trust Co. file, (Roosgevelt Library).
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securities of European business firms. Thias ingenlous ldea,
broached in 1928, was designed to avoid the decline in United
States foreign trade that F.D.R. felt would result from high
tariffs and the inabhlility of forelgn firms to obtain dollars
by selling here. Instead of selling goods they would sell
securities.l

In passing, it i1s to be rnoted that fundamentally the same
mechanism, but substituting jovernments for hanka, 1s the
foundation of the Internaftional Fanlk Jor Reconstruction and
Development.

Althougzh there was 2 speculative and exgerlmental Lasis
in these business ventarea of F,D.R.'3, there was also another

aspect: Roosevelt usually kept In mind the usefulness of the
venture to the punlic at large. He did not loge sizght of the
goal of public gervice that he so oiften apoke about in connec-
tion with his political career. e h2ve noted Ronseveltl!s attl-~

LTS

tude toward United European Investors. We can note, too, the
national defense aspect of the dirigible enterprise of the early
twentiess:s DF.D.R. Tfelt that the company would be a reserve of
aeronauvtical equipment, trained personnel and technical knowledge
that the nation could draw on 1n case ol war,

With some of Roosevelt's business interests the public
service aspecis were primary. Ior example, In 1926 he bought =
farm of 1750 acres three miles south of Warm 3prings, Georgla.

I. JFederal Internatlonal Investment Trust file, (Rooszevelt
Library).
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There, in order to show the locel farmers thst cotton was not
the only cash crop they could grow, he rajised cattle for market,
refusing to #llow hils foreman tc grow cotton.l

The Compo Thrift Bond Corporation was one of Roosevelt's
business ventures that had a social puvrpose. Orgenized in 1922,
it wes to furnishk Thrift Ponds to banks. The bonds, bearing 337
compount interest, were to be s0ld to savers and were t5 be re-
deemable upon slxty days notice. HMeturing after 20 years, they
would be worth doulile the purchsse price. The purpose wes to
encovreage thrilt. Compo Clubs were orgenized, mainly in the of-
fices cf business firms, wilh the members maklng weelkly deposits
toward the purchase of Thrilt Zonds. The Liroguer social puriose
ol the company, along with its profit possibiilities, is illus-
trated by a statement by Fed.Re:

I feel very strongly that this compeny is on the

risht treck and that it will not only ovrove a

stimulus to seving on the part of the gublic in

general, but that it ig & mighty ood proposition

for the banks which handle 1t.

FoeDoRe waz a director of the company from its beginning un-
il April 1023, when he resigned becauvse he thought its business
might conflict with that of Fildelity and Deposit Co., since the
Compo Thrift Bond Company was entering the busincss of issuing
bondas to puarentee corporate financing. This, #.D.R. felt,

would conillict with the surety business of Fidelity and Deposit,

.

and "it would be nihly unethical for me to retain e connecticn

Lo

T. b'.D.R., Lett(‘l.’ﬁ, II, i.)p. 6?]-2.

2. Letter from ¥.D.R. to Peter 1., Troy, 22 Mar. 1921, (Roose-
velt Library).
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as Director in another company which carried on even a remotely
similar businesa".l

Roosevelt invested in seversl other financial enterprises
that had purposcs broader than profits. He became a member of
the board of directors of American Pankers Corporation in 1922 ---
the promoters wanted a big name on the hoard --- and got 250
ahares of comumon atock for his services. The company wag de-
gigned as an Inveatment organ for local bhanks throushout the

country: 1t would finance lar_e loans and the small bhanks would

each take part of them. Dewocracy in bankin: was the =zppeal.

e

FeD R, did not take an actlve part in the alfairs of the company;
he resi:ned in 1923 and returned his stock when he felt the com-
. 4 - ~ - m - P by Yo - - £ 2

pany was mismanaged. The firm went bankrupt s .ortly after.

se, wnich 41ld not get beyond the project

--in

A similsr enterpr:

—

stage, was the proposed General Trust Co. Its stock was to have

been owned by local banks, while the company woull operate in

New York, It would glve out-of-town banks an opportunity to

take advantage of financial opportunities thet might be known

or available to New York banks only. Roocsevelt was to have been

& director, largely as window dressing. FEe thought hizhly of

the idea.o

T. Letber of resignation from F«.D.R. to President of the Roard of
Directors of the Compo Zond Corporation, 24 Apr. 1923, (Roose-
velt Livbrary).

2. Am:rican Pankers Corporztion file, (Roosevelt Library).

3.  General Trust Co. file, (Roosevelt Library).
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Another financial investment by F.D.R, was ten shares of
stock in the Federation Rank of New York when the bank was or-
canized in 1925. The bhank was owned by 125 A. !, of L. unions
and did a general hanking business for union members. F.D.R.
riade the invesbment gartly because he thousht well of a union-
owned bank, and partly in order to maintaln his political
friendship with the A. . of L.’

FeDeR. gometimes made investments for purely political rea-
gons: In 1922 he took part In & syndlcsbe that purchased the
Hew York Poat from Thomas W, Lamont. The .urpose was to make
the newspaper an organ oi opinion for the Democcratic Party,
but in the purchase 1t was a;reed to keep the former &

Edwin ¥. Cay, =2nd he kept the peper "an independent, soundly

2 . . .
liberal newsp per".® Roosevell was to complain occasionally
in the years that followed that st times the Pogt criticized the

Democrats more strongly than some of the avowed Republican
newspopers.

In addition to business enterprises of 2 gpecula tive na-
Tture and those wnhich combined profits with public service or
politicsa, Roosevelt made several business ventures that were
$imply for business purpoaes, In 1922 he boight control of
Witham Pros., Inc., a Maine lobster fishery on Penobscot ay
Ehat suppllied some of the leadin: hotels and restaurants in

the Iast, incluvding the 3tatler chzsin. The company was sub-

[

1. FPederation Zank file, (Roosevelt Library).

2. Editorial, N.Y. Evening Post, 13 Jan. 1922,
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stantially expanded and placed temporarlily on a paying basis
under Fe.D.R.'s control, but mismanagement eventually cost the

company hesvily, and it went bankrupt in 1924, with F.D.R. a
substantial loger.t

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 ¥.D.R. the reste war meant not that
there was too much shippin: capecity in the trade, but

First, there is & lot of money to be made in the

coast to coast shipping game, and secondly, there

1s a cut-throat crowd out to "hog" the whole

tusiness and eliminate competition.<

xigtins lineg in order

He considered buying into one of the

0]

to get good will and shipping contreclts, but finslly decided
that "in splte of increasing frelght there will be only room
in the long run for four or five strong lines".2

Other enterprises that were dlscussed but not implemented
were a cnain of resort hotels in the south based on FeD.R.'s
Warm Springs development, and a company to develop the re-
sources of Haiti --- cotton, coffee and lumier.

YelDeRs's experic:.ces in the busineas world were partly

stamped by hls own personality, and partly a product of the

1. Malne Lobster Fisheries file, (Roosevelt Library).
2. TeD.Re to Barron ¢. Collier, 11 Dec. 1922, (Roosevelt Library),

S« MeDeRse to Charles . ¥Ware, Jr., 25 Jarn, 1932, (Roosevelt
Librery).
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ma jor trends then current. Roosevelt saw business as ancther
area in which the i1deal of public service could be achieved.
He tried to be a public-spirited businessman, one who obtalned
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 assoclation movement and was affected
Iy the speculative-promotional fever of business in the twentles.

-

If he had any deoubts that his speculsative znd trade gzscel

j
©
o
e
Py
=

activitlies ml kit be inimical to the public Interest he gave no

gign ol then,



CHAPTER VIII
THE CAMPAIGN OF 1928

In 1928 & 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 sgellers of diseased cattle and impure butter
and milk. They clalmed that he had alded labor by his in-
telligent sadministration of the Workmen's compensatlon law,
and aided veterans by his vigilant administration of the
soldiers' bonus law.l Ottinger promised that 1f 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 flnancing state improve-
ments.2 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.

173.
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ex-of ficio member of the State Water Power Commission that had
aroused Smith's ire in 1926 when it seemed as 1f the valuable
St. Lavwrence 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 remsin inviolate".l Hls past record had been
characterized by opposition to progressivism and reform.=
Ottinger was handicapped by a state party platform filled
with bitter and recriminstory invectives against Democratic
"misrule" and "waste and inefficiency” under Smith, and which
offered little 1in the way of a positive program for the state.5
Another handicep was the presence of Edmund Machold as state
chairmsn 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. W.Y¥. World, 16 Oct. 1928.

2. Ottinger had denounced the progressivism of Theodore Roose-
velt as leading to "bloodshed, revolutlion and destruction
of government and the constitution ltself". 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 CGeneral 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 Smith's achievements as governor: construction of
hospitals, parks, grade separations and highways, tax reduction
and social and labor legislation., It criticilzed the Republilcans
for refusing to leglslate a 48-hour week. A list of "pledges"
were Included in the pla tform, promising to develop and extend
the welfare legislation initiated under Smith.l

In his acceptance speech Franklin Roosgsevelt stressed the
issues he was to emphasize throughout the campaign: social wel-

fare legislation, state development of water power sites, and

l. The pledges included:

a. Contlnued support of agricultural education, appointment
of a commission of experts to study distribution problems;
scientific study of farm taxes; support of cooperative market-
ing agencies.

b. State ownership and control of power resourses.

Cc. 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 chilldren; extenslion of workmen's
compensation to cover all occupational diseases; prohibition

of the lssuance 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+ Restoratlion of direct primaries for state elective of-
fices; limitation of campalgn expenditures with publication of
campaign receipts before and after elections.

h. Removal of unjust discriminations against women.

i. Prohibitlion to be left to the indlvidual states for de-
cision.
(N.Yo Times, 2 Oct. 1928). Roosevelt had no part in the
formulation of the Democratic platform, but he supported it
fully in the campalgn.
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aid to agriculture., He clearly stated the philosophy of govern-
ment responsibility for welfare legislatlon:

In soclal leglslation, in education, in health, in

better housing, in care of the aged, we have gone

far, but we must go farther....The stridea of sci-

ence and invention, the shifting of economlc bal-

ance, the growing feeling of responsibillty toward

those who need the protection of the State, call for

ceaseless improvement to keep up to date those per-

sonal relationshlps of the indivlidusal to other in-

dividuals and to_the whole body pollitlic which we

call Government.rt

The cempaign started in earnest on October 17, with Ottinger
stressling the need for retaining high tariffs, claiming that they
had insured "high wages" maintained under Harding and Coolidge.
Hoover, he sald, would present to the nation "gigantic construc-
tion programs"., He pledged aid to the farmers of the state.Z2
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 1s more to be done and each year we have got
to accomplish a 1little more to keep up with the times because
the times move" .3
T. F.D.R., Public Papers and Addresses (N.Y., Random House,

1938), pp. 14-=15.

2. N.Y. Tilmes, 18 Oct. 1928.

3. Addresses of Honorable Franklin D. Roosevelts: Campalgn for
Governorship, New York, October-November 1928 (bound type-
script, Roosevelt Library), p. 3l. Thls work will be cited
hereafter as 1928 Campalgn Addresses.
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The next day at Salamanca he spoke of the "very critical
situation™ in sgriculture in New York State and promised mea-
sures to strengthen the farmer and promote reforestation.l 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 ma jor
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 delrying, taking markets away from New York dalry farmers,
thereby "upsetting our balance". Roosevelt intended to go be;
yond the Democratic platform promlses of & commission of experts
to study distribution and adjustmgnt of the farmer's taxes:

I want to see the farmer and hils family receive

at the end of each year as much for their labor

eeefl3s skllled workers under the besg conditlons

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 ma jor

speech of the campalgn on labor leglslation. He ple dged comple-

tion of Smith's labor and welfare program, including an 8-hour

1. TEIa, Ppe 54-5.
2. Ibid, Pe 4.
3« 1Ibld, ppe. 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 contalned in the party platform.l
On the same day Ottinger outlined his own welfare program,
promising ald to all those handicapped in the "struggle for
wellbeing®.2

On Cctober 22 presidential candidate Herbert Hoover,
speaking in Madison Square Garden, denounced Smith's pollicies
as "socialism", while Ottinger declared at Oswego that he would
call upon experts to speed water power development in the st.atea.?J
The following night Roosevelt spoke on water power at Syracuse:;

This 1s a history and a sermon on the subject of

water power, and I presach from the 0ld Testament

--~ the text "thou shalt not steall,
He then detailed Smithfis flght for state development of power
sites by a state power authority with distribution by privete
companies, and the opposition to this program by the Republicans
in the interests of the power companies. F.D.R. pledged full
support for a continuance of Smlth's program:

The rights of the people are assalled in this

election. Those who would steal our heritage

are within one day of success. I have been

placed by my party 02 duty as policeman to
guard this heritage.

T. Ibid, pp. 921-116.

2. N.,Y., Times, 21 Oct. 1928.

3. N.,Y. Times, 23 Oct. 1928.

4., 1928 Campalgn Addresses, ppr. 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 enterprlse when private organiza-
tiona could not do the Jjob as well. As examples he gave the
postal system, parcel post, local waterworks, the Port of New
York Authority, and the clty-owned power system in Watertown
itself. The principle of the Port Authority, he said, could
well be app;ied to other public works .l

On Octéber 25, Ottinger stressed that prosperity and its
continuance under a Republican adminlstration was the major is-
sue of the campaign.2 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 flrst nine months of the year
were greater than that of any preceding full year.® The following
day Charles M. Schwab of Bethlehem Steel Corporation forecast
greater prosperity for all industries during the months ahead.%

Both candidates then moved their activitles to New York
City. Ottinger, speaking in Manhattan, claimed that his sta:md

on labor had been misrepresented: he sald he hed always been

T. IEid! pp. 185-202.
2., N.,Y., Herald-Tribune, 26 QOct. 1928.

3 N.¥, Times, 25 Oct. 1928.
4, N.Y. 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 blll for women.
Still fighting Hoover'a charge of socialism he said:

If his (Smith's) program for the public park

system is soclalistic, then we are all social-

ists; and if his program for the reduction of

hours of women and children is socialistic, we

are all soclalists. If his progrsm for public

improvements for the hospitals of the state

and the prisons of the state i1s socilalistic,

we are all socialists. And if his program for

bettering public health in this state and for

ald to the educational program of tBis state

are soclalistic, we are socialists.

On October 30 at a luncheon with the le sders of organized
labor, Roosevelt spoke of his experiences with labor problems
in the Navy Department., OCollective 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-

1sed to continue Smith's program of labor and social legisla-

tlon and to advocate further measures, which he did not specify.s

Then, on the first of November, speaking et Phillipsburg

Hall in Yonkers, Roosevelt gave an explliclt statement of his

Io N.Yo Times, 30 Oct. 1928.
2. 1928 Campaign Addresses, ppe. 295-318.

50 Ibid, ppo 519"3270
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Philosophy of politics. He begen with & 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, 1t has

no mind of its own which cen plan., The crowd

is credulous, 1t destroys, it hates and it

dreams, but 1t never bullds. It is one of

the moat profound of exact psychological

truths that man in the mess does not think,

but only feels."
With this Hamiltonlan statement as s foll, Roosevelt went on
to express his bellief 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 orlginates, and that
there is a definlite relationship between the crowd and the
continuation of progress. He used the State park aystem as
an example: city dwellers came gradually to feel the need
of open spaces in the country avalilable to them, this spirit
"was communicated to & 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 graduslly the program for state
and county parks grew. Smith's water power policy and soccial
welfare legislation stemmed from the same source, sald 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 1t does bulld, and it 1s on that
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fundaemental bellef that I base my campalgn for
the governorship.l

Roosevelt had made & great lmpression in the campalgn.
He was alded by the fine record of the Smith administrations
and the record of blind obstructionlism of the Republicans in
the State Legislature. Although Smith failed to carry New
York In the presidential race, Roosevelt squeaked into the
governorship with a vote of 2,130,193 to Ottinger's 2,104,529.

1. IEid, Ppe. 364=385. Five months earlier Roosevelt had
written: "There is no maglc in Democracy that does
away with the need of Il adership. The danger of our
Democracy lles in our tendency to select leaders who
are similer to the rank and file of us, wheresas the
hope of Democracy seems to lle in our selecting leaders
who are superlor 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 elsct men to office because
they promise to vote for certaln measures, or because
we can trust theilr minds and thelr morals tc 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-
thentlc greatness of mind and character will purchase
polltical position at the price of adjourning his own
intelllgence 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 Llbrary). Mrs. Roosevelt wrote that "Frank-
lin always felt that & president should consider him-
gelf 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 emphaslized 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 reglonsl plan for the State. Roosevelt envisaged a "rural-
industrial" society in which every acre was used for the pur-
poses to which 1t 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 1life for all through plans developed under the leader-
ship of the State govermment. Although Roosevelt never publicly
announced such goeals, they were lmplicit In the measures he sd-
vocated,.l

Roosevelt had always been interested in the problems of
farmlng: wltness his close interest in his Hyde Park estate
T. Roosevelt also continued and broadened the program of

soclial welfare legislation begun under Smith's adminis-

trations. Thls aspect of his Governorship will be
treated in the following chapter.
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and his Georgle farming venture. Thls Interest was rein-
forced by friendship with his Dutchess County nelghbor, Henry
Morgenthau, Jr.l  uost signiflicant, it 1s obvious from Roose-
velt's attitude toward agriculture in his governorship yesars
that he had thought deeply about the subject.

Roosevelt looked upon the economic problems of agriculture
within & broader framework of the whole rehabilitation of farm
life and a reversal of the trend of population to the cities.
Feeling that rural 1life was the reai backbone of the nation,
he wanted to reverse the decline, not just of farm prices, but
of farm life as compared with clty life. The means of accomp-
lishing this was to be a comprehensive program of regional
planning that involved a pertnership 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 1930,
1. WMorgenthau 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 hls home. Turning to cattle breeding
to supplement hls large-scale apple growing, he succeeded
iIn 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 twentles he and F.D.R.
had been business associates as well as neighbors, and,
after serving F.D.R. faithfully iIn the field of agricul=~
ture from 1929 to 1932, he went to Washington in 1933 and

served equally as falthfully in the New Deal as Secretary
of the Treasury.
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he outlined his broad program for rural development. The
causes of "the relative decline of agricultural prosperity",
he said were several, First place was given to economic cauges:
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 lnequalities in the tax burden. But
the social causes of agricultural decline could not be ignored:
city 1li1fe had been made more interesting as compared to that of
the country, health care was expensive and medlceal facilities
often inadequate in many rural communities, and the country
church was faced with increasing financilal difficulties.’ Roose-
velt felt that a change was coming, however, and he expected a
swing beck to the country in the near future becsause

Industrially the United States has made not only

the greatest strides in history in this genere-

tion, but perhaps has come to the period when in-

dustrial expansion will slow up. In other words,

many seconomists are seriously questioning whether

we have not for the time being reached the satura-

tlon point of industriasl production calling for a

period of digesation for a number of years to come.
His "great objective", Roosevelt said was

the great fundamental of making country life in

every way as desirable as city life, an object-

ive which will from the economlc side make pos-

slble the earning of an adequate compensation

and on the soclal side the enjoyment of all of

the necessary advantages which exist today in the
cities.

1. F.D.Re., "Betterment of Agricultural Conditions," Address
at the State College of Agriculture, Cornell University,
14 Feb. 1930, Public Papers, 1930, pp. 700-701.




T

186.

To achieve thls 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 salready been applied to the milk supply
for New York City".l

Roosevelt's Cornell speech constituted a fuller explana-
tion of his attitude toward asgriculture 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 insasugursal address Roosevelt spoke of the "difficult
situation" in which the rural population found itself, saying:

It is time to take practical steps tc relisve 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 detaill in Roose=-
velt's firat 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

1. 1Ibid, 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 1in the city," he said.t

Roosevelt had already taken the first steps in this pro-
gram prior to his lnauvguratlion. In November 1928 he had ap-
- pointed a temporary commission of twenty-one experts to offer
recommendations in the agricultural field. Headling the com-
mission was Henry Morgenthau, Jr., and one of its distinguished
members was Professor George F. Warren of the State College of
Agriculture. Seventeen of the members were described as Repub-
1icans.2 The ma jor recommendations of the commlssion dealt
with reductions 1n 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 should assume the full cost
of constructing grade separations and of snow removel from
highways. The state should also make a larger contributilion
to the construction of feeder "dirt roads"; to provide neces-
sary revenues for the state the commisslon recommended a tax
T.” F.D.R., "Annual Message to the Legislature," 2 Jan. 1929,

Ibid, p. 40.

2. American Agriculturist, 19 Jan. 1929. F.D.R. designated

thla group as his Agricultural Advisory Commission im-
mediately after hls inauguration.
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on gasollne sales. The commlssion felt that relleving the
counties of road expenditures would largely solve the rural
school problem by releasing local tax funds for thaet purpose.l
Late in January 1929 the Commlssion also recommended measures
to remedy inequalities of taxation for schools.2 The Governor
transmitted all of these recommendations to the leglslature,
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

3

law 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

T. Bellush, op. cit., Che 4, pp. 9-10.
2. Ibid, pe. 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
thelr 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 coniributlon 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 reglonal prlmary

markets of & new type devised by
that were to have facllitles for

of perishable products used by a

the State Bureau of Marketis
marketing the entire supply

city and its surrounding

territory.l

The farm legislation passed in 1929-30 was, 1in effect, a
ma jor 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 capltal 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 leglslation he said:

We should get a larger proportion of our tax re-
venue from those who can afford it. That may
sound redical, but it is only common sense. Un-
der the prevailing system of taxation real prop-
erty 1s forced to bear an excessive share. It

ls actually being taxed out of private ownership
on a large scale, a3 the thousands of tax sales
over the country show. Our tax systems need to

be brought into line with the facts and conditions

T. 1Ibid, 9 May 1929.



190.

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
proceegs of wealth for our necessary tax re-
venue.

The first step, then, in the rehabllitation of agriculture
was btax 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 1t made possible the inclusion of those
elements of rural life in any system of regional planning that
might be developed.

The second ma jor step in Roosevelt's rehabilitation of
agriculture was a survey of land usage in the sgstate. This
had been recommended by the Agricultural Advisory Commission
and the legilslature 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
winich that particular acre is best suited".z Speakling 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. 1331, (Roosevelt
Library).

2. F.D.R., "Address at Dinner of New York State Press Associla-
tion," Syracuse, N.Y.,, 1 Febe. 1929, Public Papers, 1929,
p. 685.
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centage of agricultural land 1s now used for the productlon
of the wrong kind of crop". The soll survey, he added, should
go hand in hand with "a complete survey of the climatic con-
| ditions of the State! and "an inventory of all of the forest
) resources of the State". Land should be classifed for agri-
| culture, forest, recreatlion and residential purposes and whe-
; ther it should be used for orchards, vegetables, forests or
> pastures; a speclal study should be made of dairving. The
Governor was frank in his advocacy of regional plannings

I have long been interested in the ganeral sub-

ject of city and of regional planning. The pre-

sent proposed survey of the whole State 1s merely

an intelligent broadening of the planning which

heretofore has been locallzed. It 1s a study

for a state-wide plan which will include the use

of every scre in the whole State. So far as I

know this 1s the first time in the United States

that the clty or regional plan 1dea has heen ex-

tended to take in a whole state.

When a detalled 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
Soclety:

This study of Tompkins County includes & classi-

fication of the land in the county into several

groups with first-class land that should always

remalin 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 1s projected on a scientific basiSeess

The plan also includes a location for electric
power lines such as will serve all people of an

T. Fe.D.R., "Address at Silver Lake, N.Y.," 15 Aug. 1929.
Publlc Papers, 1929, pp. 726-727.
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area and not leave some worthwhlle farms in pock-
ets which can never be economically reached by
electricityecee.

Hand 1n hand with this survey there should go a
reforestation programe....

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 Leke speech, F.D.R. described the creation of the New
York "milkshed" by the New York City health suthorities and
the efforts made by the Dairymen's League to keep milk and
cream productlon at the quality demanded by the City. He
argued that if all of the ma jor eastern cities followed suilt
"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 frult:

What ,for instance, 1s 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 1in
such quantitles that they could only be con-
sumed I1f the six mlilllon people 1in New York
all decided to eat corned beef and cabbage
three meals a day for a weeke.... The fault
lies not with the commlssion merchants, but
with the lack of planning by the communities
and the growers ag a whole.

I. F.D.R., "Why the State Should Adopt a Sclentific Land Policy,"
Address at Annual Dinner of the N,Y. State Agricultural So-
clety, Albany, 21 Jan. 1931. Publlic Papers, 1931, pp. 700=701.
These sentlments were repeated In a speclal message to the
leglslature five days later, Ibid, pp. 86-38.
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This evil could be avolded, lnsisted Roosevelt, by putting

the vegetable supply of the cities of the state "on a state-
wide basis" similar to the milk-shed arrangement through
"eooperation between the clty-dwelling public on the one side
and the vegetable growing farmers on the other!. The same
gystem could be applied to fruit, but in either case there
should be no attempt to keep out early or late frults and
vegetables from other parts of the country. The advantages

of such a distribution scheme, he said, were numerous: "it
will result, in the long run, in a more stabilized price, in
the prevention of over-productlon, 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 Popukations".l 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 dalry industry.

Development of industry In rural areas was to complement
efficient use of agricultural land and improved distribution
T. F.D.Re, "The Future of Farming in New York State,” 28 Aug.

1929, Public Papers, 1929, pp. 729-30. Roosevelt's plan
waa not specific, but his listeners knew about the New York
milk shed that F.D.R. wanted to use as a model. It en-
talled restrictlon of milk supplies to those provided by
farmers in the state, and activities by the New York Dalry-
men's League to provide cost, price and output figures to

farmers in an effort to prevent overproduction. It also
entaliled control of milk prices by the State.
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systems. This point was emphasized 1In 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 pregent these symptoms ettain a new impor-
tance and show us the urgency of the new problems we have to
face". Among these problems he listed "dislocation of a proper
balance between urban and rural 1life'", and proceeded to de-
seribe "land utillzation and state planning® in New York in
terms of the development of & rural-industrizl type of society.
The retirement of sub-marginal lands from cultivation, which
was part of the plan, was making a population group avallable
for industrial employment:

As a nation we have only begun to scratch the

surface along these lines and the possibility

of diversifyling our industrial life by sending

a falr proportion of 1t Into the rursal districts

13 one of the definite possibilities of the fu-

ture. Cheap electric power, good roads and

automobiles make such a rural industrial develop-

ment possible....

It 1s for these reasons that I have spoken of a

third and new type of American life. The rural

industrial groupe. It is my thought that many

of the problems of transportation, of over-

crowded cities, of high cost of living, of =

better balance of population as a whole can be

gsolved by the states themselves durlng the coming

generstion.,.
Development of power resources, especially those of the St.
Lawrence River, he sald, were an integral part of a system

of "state planning"™ --- "a permanent program both socisal
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and economic snd statewide in its objectives".l

In Roosevelt's program. for efficient land use a major
element was retiremént of marginal farm lands from production
aﬂd the use of such lands for'reforestation projects. As he
had repeatedly pointed out, and as the soll survey indicated,
much of this land should not have been cultivated in the first
place. By teking 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 feashion
there was not muc? that could be said agsesinst such a proposal,
and i1t was the logical place to‘begin the plesnned use of land

resourcese.

1. F.DeRe, "Acres Fit and Unfit," Addréss before Conference of
Governors, French Lick, Ind., 2 June 1931. Public Papers,
1931, PDPe 734=-738. :

Roosevelt was aware that a reforestation progrem and indus-
trial decentralization would have some relsvance 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 thst
it would promote the development of a rural-industrial so-
ciety. Ibid, pp. 752-759; Radlo Address, Albany, N.Y., 13
Nov. 193T, 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 pro-
duction and crops by ten to fifteen percent on the average,
taking away especilally the poorer qualities of fruit and
other produce from the competitive market". F.D.R. to

Davlid M. CGoodrich, 19 July 1931, (Roosevelt Library).
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The reforestation program was pushed concurrently with
tax reidef and the land survey. In the 1929 session of the
legislature two bills to promote reforestation were passed.

The first provlded that the State could acqulre through the
Conservatlon Department tracts of 500 acres or more to be
reforested by the State. The second enabled county boards of
supervisors to acquire lend in their county for reforestation
purposes; 1f the acqgulsition 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.l To
provide funds for reforestation a constitutional amendment
authorizing a bond issue of $19 million was proposed, ratified
by two successlive leglglatures and submitted to thse electorate
ag a referendum in the 1931 general elections.

This so-called "Hewitt" amendment provided that the state
acqulre for reforestation about a million acres of abandoned
farm lands. It made mandatory a schedule of aprpropriations 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 constitutlonal 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

1. 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
prlantations and operated under & cropping system. Above all,
i1t was to be a continulng, 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-

satlonsgl uses.l

The Hewltt 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 Americen Agriculturist, and most surprisingly,

from former CGovernor 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 Catskilll forest pre-

serves, and that it was a mistake to add things that were not

fundamental to the State Constitution.2 Smith was answered

by Gifford Pinchot, Republican Governor of Pennsylvania, who

pointed mut that "putting the state into the lumber business"

T. The purposes of the amendment were explained in a series of
press releases from the State Conservatlon Commissioner in
the months prior to the election (Conservation-Reforestation
file, Officlial Papers); Nelson C. Brownr YRestoration of
State Forests Sought by Referendum Vote” W.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.l Roosevelt reiterated these arguments in a
radlo address to the people of the State, in which he did not
refer to Smith by name, but spoke on the issues. The amend-
ment was carried by a large vote.?

With tax relief for the farmer an accomplished fact, and
the so0ll survey and reforestation of marginal lands under way,

Roosgevelt 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, iIn 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 loglcal step the State
should proceed at its own expense and through 1its
own Department of Public Works, to the consatruc-

T, N.Y. Times, 27 Oct. 1931.

2. The vote was 778,192 yes and 554,550 no (Bellush, op. cit.,
Che 4, p. 40). Of the 6 amendments voted on, the electorate
approved the 3 supported by Roosevelt and rejected the 3
disapproved by him. F.D.R. could not understand Smith's
actions: "What a queer thing for Al to fight so bitterly

on No. 31" he wrote. (F.D.R. to John G. Saxe, Election 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 be

made avallable to the farmers of the State,

but the State would furnish a practical example

t0 FOllOWess ot
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 sexperts had
devlised, 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 1life.

As early as 1927 he had called attention to the "mush-
room growth of many of the country's larger citles wilthout
definite and constructive planning"” resulting in losses in
"the health and convenience of the public as well as property
values and economy of time'.

Thlis 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 contlnuance of bad conditlons

or the cost of rebullding. The undirected

mushroom growtg of our cilties and towns must

be controlled.

When he became governor Roosevelt spoke glowingly of the

T. Quoted in American Agriculturist, 30 Jan. 1932.

2. F.D.Re. Fifth Annual Message to the American Construction
Council, undated, (Roosevelt Library).
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possibilities of regional planming for the upper Hudson Valley
region "so that in the succeeding generation we shall not re-
gret the structures which we now build".l

Speaking before the Regional Plan Assoclation late in
1931, the Governor called attention to the city plan of Chi-
cégo. Out of it has developed

A new understanding of problems that affect

not merely bricks and mortar, subways and

streets; planning that affects also the

economic and soclal l1life of a community,

then of a county, then of a state; perhaps

the day 1ls not far distant when planning

will become a part of the national policy

of this country.

The New York milkshed was glven as an example of planning,
with farm organizatlons forecasting the demand for milk and
helping the farmers adjust production to demand. The same
thing, sald 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 sulted 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

1. F.D.R., Address Before Rensselaer County Democratic Com-
mittee, Troy, N.Y., 8 Jan. 1930, Public Papers, 1930, p. 68l.

2. F.D.R., Address Before the Regional Plan Association, New
York, 11 Dec. 1931. Public Papers, 1931, 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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New York (City) and Its Environs. This group had carried

out & path-=breaking survey of the New York metropolitan area,

the results of which were published in an elght-volume analysis.l
It was through Delano that Roosevelt was asked to write the fore-
word to a book on plamming of citlies written by the Committee's
general director of plans and surveys.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 countr'y.5

This the Governor, now President-elect, dld, emphasizing that
city planning was "among the most important needs of our mod-

ern civillzation".%

It would bve intéresting 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 & centrally-controlled, detailed
planning. If we are to judge by his many statements, it was
to entail cooperation between all levels of government led
T. Robert M. Haig and Roswell C. McCrea, Regional Survey

of New York and Its Environs, 8 vols. (N.Y., Committee
on the Regional Plan, 1927-1929).

2. Thomas Adams, Outline of Town and City Plenning; A Re-
view of Past Efforts and Modern Aims (NeYe, RUSseLl
Sage PFoundatlon, 1935b). o

3« Thomas Adams to F.D.R., 11 Nov. 1932 (Roosevelt Librery).
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, 1t was to be voluntary and required general sagree-
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,
1t would deal with all facets --- social, economlic, political,
scientific, financilal --- of any problem tackled. It was to
be, in short, the type of planning developed in the Tennessece
Valley.

A ma jor element in Roosevelt'!s program for the State was
provision of electric power at low rates to the farmers and
the city consumers. Thls was to be accomplished by construc-
tion of power plants on the St. Lawrence River by the State
and by a revivifled program of utility regulation.

In his first inaugursal address as Governor, Roosgsevelt
outlined the basis of his power policies:

1. When asked to comment on Stuart Chase's proposal for a
Natlonal Industrial Planning Board to gather facts and
advise the government, both federal and state, and in-
dustry, F.D.R. replied: "I much like your idea of the
National Industrial Planning Board as a fact-gatherer
eeee While I am very much opposed to the extension of
Federal action in most economic-gsocial problems, never-
theless the Federal CGovernment has 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-
pPosed by Chase during the New Deal years. Roosevelt in
1931 felt that state planning provided forty-eight labora-

torles for the testing of new ideas that might prove to
be sound or unsound. (Public Papers, 1931, p. 788).
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I should like to state clearly the out-
standing features of the problem itselfl.
Pirat, it is agreed, I think, that the
water power of the State should belong

to all the peopleé.... The title to this
power must vest forever in the people of
this Stetee... The legislature in this
matter 1s but the trustee of the people,
and 1t 1s their solemn duty to administer
such heritage so as most greatly to bene-
it the whole peoplee..e

It is also the duty of our legislative
bodles to see that this power, which be=
longs to all the people, is transformed
Iinto usable electrical energy and dis-
tributed to them at the lowest possible
cost., It 1s our power; and no inordin-
ate profits must be allowed to those who
act as the people's agents 1n bringing
this power to their homes and workshopSe...

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, lcng-distance
trensmission lines, and distribution to homes and factories}

Howmuch 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, 1s the practical
dquestion that we have before uas. And
in the consideration of the question I
want to warn the people of thils State
against too hasty assumption that mere
regulstion by public service commissions
i1s, 1n 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 speclal message to the legislature in

1. F.D.R., Tnaugural Address as Governor, Public Papers, 1929,
Pp. 11-15.
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March. He stated that the state should opersate 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

enterprlse proves that it cannot, or will not

successfully carry out the task.
But this would ralse the question of rate regulation, and
Roosevelt did not feel that the Public Service Commission
wasg 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 invemtment". In place of regulation
Roosevelt wished to subsatitute contracts that would specilfy
prices to be charged the consumer .t

The Governor then proposed a St. Lawrence Power De-
velopment Commission of five members to bring in & 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

I. DPublic Papers, 1929, pp. 153-154,
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fair and reasonable return on actual cash investment".l The
commigsion was to report by January 15, 1930, and if the
legislature approved would then proceed to effect the plans.
The leglslature, however, refused to pass the bills in-
troduced by the Democrats to create the commission.
In the mesntime the power companies were active. Three
of the large power systems, encompassing most of the state,
were planning to merge into the Niagara-Hudson Power Corpora-
tion. The Governor, of course, was concerned:; 1f 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 replled that there were no State laws under which it
could be held to be illegal.2
Unable to take legal action, Roosevelt sought to arouse
the public to the danger. Speaking extemporaneously at the
T. Ibld, 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 pald 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 capitall.

2e« Fe.DeRe to Hamilton Ward, 29 June 1929; Ward to F.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 bilg business in general and the power
companies In particular. This importent speech was given with-
out notes and no stenographer was present; there are no coples
of it available. It haa 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: YGOVERNOR SCORES MERGERS AT TANMANY
DEDICATION; HATLED AS NEXT PRESIDENT.... SEES MENACE TO LIB-
ERTIES«.++ DEMANDS THAT BUSINESS AND GOVERNMENT BE KEPT SEFPA-
RATE, ... FEARS ECONOMIC FEUDALISM."

Roosevelt warned that combinations of capital and the
alliance between big business and government might make it
necessary to procleim a new Declaration of Independence if
dangers to the llberty of the people were to be avolded.

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 sald, 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 Ygovernment and

business are kept separate" 1f the nation's freedom

1s to be preserved.

The Governor palnted the plcture of the rise of a

new economic feudalism dominating the life of the

country. Citizens of the Unlited States may have to

don again the liberty caps of their Revolutiocnary

forefathers and fight anew the struggle for inde-~

pendence, the Governor sald. He took courage from

the fact, however, that this time the struggle could
be waged by the ballot lnstead of by sword and gulee..
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Governor Roosevelt declared that "it 1s 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
busineas?¥

Roosevelt admitted that "the questions presented by the
ever-growing aggregations of capltale...may find a naturael
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 "Al 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
concentratlon of power in the hands of a few persons,
the Governor continued:

"This means sometihing pretty serious. It is pretty
serious for any lndividual 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 be the best. They doubtless think
it is for the best as far as they themselves
are concerned. And it is, for theme. 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-
bgted 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 willl look after the retin-
tion of offices in the hands of the people."

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 F.D.R. received hundreds
of requests from all parts of the nation for coples of the
speech.

The New York Post editorilalized that Roosevelt "talked a
good deal of unreality" and accused him of "fighting an in-
tellecutal sham battle" by M"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 sald, "clearer phrases would come from a mind that was more
clear on the question at 1ssue.?

T. 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 whlich we are living".l

From the soclalist New Leader, which continually criti-

cized Roosevelt for actions it thought ineffectuwal, came
sharp criticism from Norman Thomas. He called the speech
"sentimental® and "muddle-headed", but granted that Roosevelt
was "right in thinking that his scheme of leasing state de-
veloped power to private distributing companles won't work
unless there is some competition between the distributing
companies!, The only real solution, in Thomas' view, was
complete soclalizatlon of the electric power industry from
powerhouse to consumer.2

Spokesmen for the power compenies maintained a discreet
silence.

The furor in New York State over the guestion 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 progrem. He outlined
1t much as Roosevelt had done ln his messages to the legisla-
ture: the state was to bulld and operate power plants through

a board of trustees wlth power to issue and sell bonds for

T. N.Y. World, 5 July 1929.
2. "Timely Toplcs," New Leader, 13 July 1929,
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that purpose; distribution was to be done by private utilities
under contract; the rates were to provide a "falr and reason-
able return on the actual cost". Rosenman recognigzed that the
recent merger raised the danger of monopoly in dlstribution
which might hurt the bargalning power of the state, and this,
he sald, might force the state into the business of distribu-
tion.t

Roosevelt himself contributed an article on the subject
to Forum later in the year. He devoted most of his space to
the inadequgcles 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 elther 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 genersate
ite This might well have been necessary in the face of the

T. 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 merchandlise we will find 1t 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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Niagara-Hudson merger. But state transmission lines would be
constructed only if private enterprise would 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. IT

this did not succesed the Power Authority could

bring in a plan for building its own transmigsion

lines and getting municipalities or local lighting

districtas to take care of distribution. In any

event, elther of thesi alternatives would requlre

legislative sanction.

Governor Roosevelt returned to the battle for his water
power program in the 1930 session of the legislature. He re-
newed his request for establlishment of a commission to work up
plans for bullding a dam and powerhouses on the St. Lawrence
by the State, and distributlon of the electricity under contract.
This time the Republican domim ted legislature was amenable to
the Governor's plan: the utilities no longer objected.

Floyd L. Carlisle, board chairmen of Niagara Hudson Power
Company and an old acquaintance of the Governor, had held a
geries of conferences with Roosevelt in which he withdrew ob-
jections to government development of power sites and expressed
the willingness of the utilities "to cooperate with the best
plan for the utilization of the power".2 The leglslature then

I. Pre-publication copy of interview for The Country Gentleman,
op. clt.

2+ Floyd L. Carlisle to F.D.R., 10 Jan. 1930, (Water Power Bill
file, Official Papers). The utility interests had little %o
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 nomina-
tion.
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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 1f approved by the leglslature a pe rmanent 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 manuf acturers, 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 lmmediate interest.
With the sudden development of this new giant
electricity, hovever, the situation was en-
tirely changed. It 1s no longer a case of
mills along the river banks but of light and
power which can be carrled along a slender

wire into the homes of every citizen. The
creatlon and distribution of this new energy
becomes a matter of vital importance to every
one of us. Thils 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 condlitions. 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 stilll awalting development lles in

a single stretch of Eurbulent water along the

St. Lawrence Rapids.

The report of the commission was made to the 1931 sesslon
of the legislature. It planned a state power dam on the St.
Lawrence with distributlon 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 minorlty recommnended state sponsorshlip of a private
distributlion outlet or, as a last resort, bullding of transmission
lines by the Power Authority. The legislature accepted these re-
commendations, but not without some astute political maneuvering
by the Governocr. A state Power Authority was set up, with power
to issue bonds and builld dams and powserhouses for the production
of electricity. Rabtes 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,
1f 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 1ts own, however, the Authority's plan wuld have to
be approved by the leglslature and the Governor.?

l. Fe.D.Re., "Statement by the Governore....," 29 Mar, 1930.
Public Papers, 1930, p. 439.

2, Public Papers, 1931, 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, refuased

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.1

Roosevelt's fight for public power development was

based on a desire to provide electricity to rural areas

that did not have 1t and to reduce rates paid by both urban

and rural customers. In theory, both of these goals could

be obtalned by proper regulation of private companies, and

Roosevelt predicated hls power development program upon the

be 1llef 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 lnadequate

or lneffectlve.

The Governor was not alone in this belief. Shortly after

his inauguration many complaints were made of the Publlic Service

Commission,2 especially directed at the chairman, William A.

I. F.D.Re to Herbert Hoover, 11 June 1931l; Walter H. Newton
(secretary to President Hoover ) to F.D.R., 20 June 1931; F.
D.R. to Frank P. Walsh (chairman N.Y. State Power Authority),
23 June 19313 Frank P. Walsh to FeDeRe, 9 Aug. 1931l; F.D.R.
to Hoover, 11 Aug. 1931l; W. R. Castle (Undersecretary of State)
to FeDeRe 13 Aug. 1931; FeD.Re. to Senator Thomas J, Walsh
2 Nov., 1931 (Power Authority file, Officilal Papers); Hoover
to FeDeRe, 10 July 1932, (Homan-Hopson file, Official Papers).
See Bellush, op. cit., 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. Jt 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 inordinetely high when compared with rates charge in-
dustrial users, that the Commission had permitted consolida-
tilons that gave excessive profits to the promoters, that the
companles charged off propagaenda 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 1n protecting the public. The World added a de-
mand for an investigation of the holding companies that the
Commission heretofore had ignored.l

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
senslble 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.? Roosevelt was later to agree fully that
much of the blame for inadeguate regulation was to be laid
upon the cowrts, but to disagree with the role of the Com-
mission as a fact-finding body.

The charges agalnst the Public Service Commission could

l. Public Utilities Bureau file, 0fficlal Papers.
2. George R. VanNamee to F.D.R., 25 Jan. 1929, (Roosevelt Library).
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not be lgnored, 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 emphasls 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 distingulshed from straight
regulation".l on April 16, 1929, both houses of the leglslature
approved the establishment of a Commission on Revision of the
Public Service Commissions Law; 1t was to have nine members,
8ix from the leglalature 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-makings:

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 vlolated.

Some method must be_found to return to the

original principle.

Chalrman Prendergast dlsagreed 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
bagsed on used and useful property reckoned at "present-day
values". Prendergast supported the reproduction cost of the
T. The Public Papers and Addresses of Franklin D. Roosevelt,

(N.Y., Random House, 1938) Vol. 1, p. 233. Thlis source
will be cited hereafter as Public Papers and Addresses.

2. 1Ibid.
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plant as the valuation underlying the rates to be charged:

I do not believe that this guestion 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 spezak of book cost as 1f it
were a dlvine commend.... The purpose I have
sought to achieve at this time is to offer
proof that "money actually invested", as
stated by Governor Roosevelbt, has never been
a theory underlyling or existent in the Public
Serviie Commission Law of the State of New
York. _

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 Chalrman 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. Louls:

1.

Have you read the new boock 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 distinctlon be-
tween a public utility company and a purely
private busliness.

Mosher in his book asks the guestion along
these lines, If a public utllity company
puts one million dollars into its plant,
equipment, etc., raising $750,000 of the
sum by lssuing six percent bonds, and the
other $250,000 by issuing common stock; and

Albany Evening News, 9 May 1929.
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then two or three years later they prove
that their plant and equlpment, because of
rises in construction costs, is worth two
million dollars, are the common stockholders
entitled to reasonable, i.ec., 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 1s 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 & reasonable amount, il.e.,
about eight percent; and secondly, that in
return for this freedom from cut-throat
competition they must not expect to get more
than & 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.l

Defending his position in a letter to his uncle, Roose-
velt listed the inadequacies he found in public utility regula-
tion:

Nobody claims that government operation with
all factors properly balanced 1s more busi-
nesglike 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

le F.D.R. to Je Lionberger Davis, 5 Oct. 1929, (Roosevelt
Library).



that industrial power in New York State, for
example, 1s being sold to the larger consumers
at too high a price. The following points,
however, are borne out by statisticas:

le 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 1s too large.

4, Installetion charges, especially in the
farming districts, are prohibitive.

5. Contrscts between household users and pri-
vate companiles cannot be understood even by
the best lawyers.

The bagic fact remaing 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 talk over this whole

matter with you, for I have read literally

hundreds of papers and documents on the whole 1

sub ject and would love to talk it over with you.

To get evidence to support his contentions Roosevelt
asked Louls Howe to have a study made of comparstive electric
bills in Canada (served by publicly owned systems) and New
York. He wanted the evidence; actual bills or photographic
coples of them, pald by small householders, large householders
and small businessmen. He suggested that comparisons be made

l. F.D.R. to Frederic A. Delano, 22 Nov. 1929, (Roosevelt
Library).



220,
for Niagara Falls, Ontario, and Niagara Falls, New York;
between Toronto and Rochester; between a clity et the limit
of the Cansdian hydro-electrlc transmission line and a
similear clty 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.l

In an article in Forum Roosevelt detailed his criticlsms
of public utility regulation. He pointed out that public
utilities operate under franchises from government for the
performance of essential servlices to the public, and have,
therefore, come under regulation. They are protected from
competitlion and in return must provlide 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 depreciatlion and operating cepital. But this prudent in-
veatment theory of rate-meking had been lost slght of through
vagueness in the laws, adverse legal declsions, 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, would provide very large proflits on the original in-
vestment of the owners. Furthermore, mergers and holding

companies had expanded stock 1lssues beyond the value of the

l. F.D.R. to Louls M. Howe, 7 Oct. 1929, (Roosevelt Library).
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asgsets of the utilities: should consumers pay rates high
enough to earn dividends on this water? The solutlion was
double-barreled, said Roosevelt: Dbetter regulation and
government—oﬁned plants to act as & yardstick for the pri-
vate companies.1

Prodding the legislature, Roosevelt told 1t that

Our antiquated Public Service Commission Law

has proved l1ltself 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 Commlisslon 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".3

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".4 Roosevelt appointed Milo R. Maltbie

1. F.D.R., "The Real Meaning of the Power Problem", op. cit.

2. F.D.R., "Annual Message to the Legislature," 1 Jan. 1930.
Public Papers, 1930, p. 29.

3¢ FeDeRe to Williem A. Prendergast, 27 Jan. 1930. Public
Papers, 1930, pp. 487-488.,

4. F.D.R. to Edward F. Goltra, 15 Feb,., 1932, (Roosevelt Library).




to succeed him. The Governor defended his position in the

conflict with Prendergast, polnting out that it involved a
difference of opinion on the basic purposes of the Commission:

In the days of Governor Hughesa the Leglslature

created, to speak for the sovereignty of the

people of New York State, the Public Service

Commission. And, mind you, here 1s a distinc~-

tion which also has been forgotten. In these

latter deys and 1n the past few weeks, you

’ have read much about whether the Public Service
Commission of this State 1s a quasi-judicial

' bodye. Well, it is not quasi-judicial, or any
other kind of judiciasle. And my friend, my es~
teemsed friend, who stepped out of the chalr-
manship of the Publlc Service Commlssion yester-
day, in a speech in Albany the other day, =said
that 1t was the function of the Public Service
Commission to slt 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 wronge. 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 1t 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 thils State, to see to it that

the utilitles do two things --- first, §ive service,
and secondly, charge a reasonable rate.

On the ssme day he had written to Prendergast the Governor
asked the legislature for a memorial to Congress asklng passage
of a law to remove litlgation regarding public utlility rates
from the original jurlsdiction of the federel courts. Calling

1. PF.D.R., "Address at National Democratic Club," New York
City, 1 Mar. 1930. Public Papers, 1930, p. 708.
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sttention to the telephone rsate case, he pointed out that the
utllities have by-passed regulation by the Public Service
Commission and review by the stete courts. Instead, "by a
scratch of the pen" hearings and trials of fact are transferred
to a master appointed by a federal court "who i1s 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 demand". 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.1

In Pebruary 1930, the Commlission on Revision of the Pub-
lic Service Commission Law brought in 1ts reports, majority
and minority. The six members of the Xk 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. Hls appointees had con-
gsulted 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 origlnally to protect the public interest,
had instead assumed a judiclal role; it had accepted without

question the "reproduction cost" theory of valuation, and had

1. ©Public Papers, 1930, ppe. 75-76.
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not seriously attempted to prevent rate lncreasges. Op 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.l

The ma jorlty report virtually agreed with the minority,
that regulation had broken down and that the basic cause was
the confused valuation procedure. But 1ts recommendations
were much weaker,

The ma jority recommendations were embodied in over thirty
bills introduced into the legislature of which only eilght 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 nlight of the session: they pro-
vided for regulation of private water companies and for sube-
T. Fublic Service Survey Commission fille, Official Papers.

Prof. Bonbright modified the Yprudent investment cost!
concept as follows: "As to existing property, it would
doubtless 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. Thnis rate

base should then become final as to existing property and
additions to 1t 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 electriclty in large bulldings. Three bills were
vetoed by the Governor: one provided a People's Counsel in
the office of the Attorney General; F.D.R. vetoed it on the
ground that the Commission 1tself should act for the people
and such a counsel should be employed by the Commission. The
valuation bill was vetoed because it falled 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 1t provided for voluntary, not com-
pulsory, contracts; the utilities had already let it be known
that they would sign valuation contracts only agalilnst their
will.l The remaining bills stemming from the ma jority report
and passed by the legislature, twenty in number, were approved
by the Governor., Four bllls 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 hls annual message on January 7,
1931, and repeated his request in a special message on April
10, the Republican~dominated legislature pald no attention.

In the meantime, however, the Public Service Commlssion
was acting strongly. For example, on May 1, 1930, it had cut

the rates pald by 900,000 home telephone users, but had allowed

1. Bellush, op. cit., Che 13, pp. 8-10.
2. Publlic Papers, 1930, p. 736.
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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 Chalrman
Milo R. Maltbile, into the bargain. A new day in publlc utility
regulation had come, in splite of failure of the legislature to
enact the changes in the law asked by the Governor.l

Roosevelt's power and utilities program earned him the en-
mity of blg business in general and the utility interests in
particular. Uneasiness among business circles caused the Public

Utilities Fortnightly to ask the Covernor "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
18 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 ownershlp, he called

on the utilities to be less rapscious --- or else:

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 RBRlack in
1938 and Frankfurter in 1939 (both Roosevelt appointees to
the Supreme Court) and was relesgabted to secondary considera-
tion 1n the Hope Natural Gas Case in 1944, (Federal Power
Commission v. Hope Natural Gas Co., 320 U.S. 591). In the
same case the court asserted the dominance of publlc utility
commisslions in rate-making and greatly restricted the ability
of utilities to appeal the decisions of reguletory commissions.
It might be added that many economlsts now agree with Roose-
velt's basic criticlams of public utility law and the weak-
nesses of regulztion (see Horace M. Gray, "The Passing of the
Public Utility Concept", Journal of Land and Public Utility
BEconomicsg, 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 utilitlies, pro-
vided the management 1s efflclent and construc-

tiveeses

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...1s the attempt by those in control of
utilities to obtaln, not merely a falr return
upon prudent unimpaired investment, but profits
in excess of such an amount. This 1s the rea-
son why reproduction cost has been so widely
edopted 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 dlrectly or indirectly.l

Shortly arterwards Roosevelt was vigorouély 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 risihg prices, if the return on capital does not go
up the value of the capital 1s diminished, and amounted to
nothing less than confiscation. The Supreme Court had so held,
said Woodlock, and Roosevelt knew it.2
A "faithful reader and critical admirer" of Woodlock
T. F.D.R., "How Will New York's Progressive Proposals Affect

the Invesator?" Public Utilities Fortnlightly, Vol. 7,
No. 13, (25 June I931), Dp. 810-B1Z.

2. The Wall Street Journal, 1 July 193l.
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anawered him. Asserting that Governor Roosevelt was fully
conversant with the law on this issue, he said that the Gov-
ernor was appealing to the utilitles as a business proposition
to be content with a falr return on their prudent investment
or else put up with government-operated competition: "Governor
Roosevelt does not suggest that the utilitlies 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 thst 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 sny. Roosevelt, he salid, had not:

esosindicated his disbelief in capitalistlc so-
clety or private initiative. On the contrary,
he would have capital traln itself lnto better
condition by reducing unnecegsary profits and
improving 1ts 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 1s a red. I
do not believe he is sven a blushing pink. I
believe he has far more regard for capitalistic
society than those who would stand idly by and
see 1t commlt sulcide. I believe that the
capitalistic ship of state would be far better
in the hands of & 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
prersist in taking their bearings through rose-
colored binoculars.l :

l. Francis X. Welch to the Editor, Wall Street Journal, 2 July
1931, (Roosevelt Library). The writer believes that thig
letter was written by Roosevelt himself, or one of his close
advisers with the Governor's knowledge, and sent under a fic-
titious name. Roosevelt has been known to do this on several
occasiong. The letter has numerous earmarks of Roosevelt's
style of writing and indicates intimate knowledge of Roose=~
velt's beliefs. Roosevelt had no close acgquaintance named
Welch.

Woodlock seems to have thought similarly, for he suggested a
public discussion with the Governor on the public utilities
lssue. Roosevelt declined (F.D.R. to Thomas F. Woodlock,

15 July 1931, Roosevelt Library).
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Criticisam from Wall Street balanced the earlier criti-
cism of socialist Normen Thomas, who had written harshly of
Roosevelt's Tammany Hall dedication speech in July 1929, and
of Roosevelt's power policiles in general.l ThelGovernor 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 system.5

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

1. New Leader, 18 Jan., 1930.

2. F.D.Re 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 publlic; where
power was produced as & 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 servlice commlissions. Thus, he vetoed the
Norris Bill because 1its 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-
mlssion 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.l
Rooseveltts position on Muscle Shoals was opposed to
Hoover's. Roosevelt favored the Norris Bill and, although,
he was "definitely keeping out of Federal legislative gues-
tions™ he let it be known that "Governor Roosevelt heartily
T. Ray Lyman Wilbur and Arthur M. Hyde, The Hoover Policiles;
(N.Ye. Scribner's, 1937), pp. 317-318. The Commlission 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).




231,

approves of the government development of the blg plant at
Muscle Shoals".l
Indeed, the development of the Tennessee Valley under

the New Deal may be consldered a logical extenslon 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 decentrallization of industry in small citiles

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 rationalige 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.

l. F.DeR. 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-wlde referendum in Washington
to declde 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 soclalistic! If that is the case, it is also
soclallistic for a city to own and operate i1ts own water sup-
ply, or its own sewage disposal. Some day the utility com-
pranles 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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APPENDIX TO CHAPTER IX

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 RBOOMS HIM
FOR 1932.... GOVERNOR, AT DEDICATION OF NEW
HALL, FORESEES PERIL OF BUSINESS TARKING
OVER GOVERNMENT.

Governor Franklin D. Roosevelt...warned againgt 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
feWessns

"Today the peorle of this country are opposed to all
rule other than thelr own," he said. "The same struggle
for liberty existed, I suppose, in the age of the cave
man --- that incesgsant 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 any
such thing =as independence in business?

"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 thelr votes instead of the sword and the gun.

"Industrial consolidation is not wrong in 1tself.
The danger llies 1In taklng the government into partner-
ship. I want to preach a new doctrine --- complete
separation of buslness 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. Al
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and I have carried on for the last ten years, and with
his help I shall stlill carry on.

"It is something serious for the people and the
state to go up against the power trust. Nothing can be
gsaid 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 officizls in up-
holding the people's rights."

New York World, 5 July 1929:

GOVERNOR SEES PERIL TO NATION IN BIG MERGERS
VOICES FEAR THEY WILIL BECOME STRONGER THAN
GOVERNMENT .

A solemn warning of the imminent danger to the
State and to the nation of "centralized industrial
Control", with big buslness 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 & new doctrine to
you, and that is the comple 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 mensace 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
truats, 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_spirlt as
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that of the Minute Men of our country'!s early days.

"Tn 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 1in 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 s8ll 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 sald that in the past the Government
was dealing with a "democracy of business" whereas to-
day it 1s 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
agegregation of power concentrated in these super-
business men," he warned. "It means something pretty
gerious 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 officlals
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 i1s a folder of materlals on power and utilities
in the Governor's personal power and utility file, Of-
ficial Papers, marked "To go to Warm Springs with Gover-

nor". Its contents are:

l. 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
waa 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 utlilities fight on the basis that
1t was economically sound and socially just --- and if the
oppeosition wanted to fight that, let them, said Frenkfurter.

2. A letter from Morris L. Cooke, (later a member of
the State Power Authority) dated 31 March 1930, informing
F.D.Re. 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 & study of Supreme Court decisions
in an effort to determine how the line would be drawn in
the future between confiscatory and non-confiscstory 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. He W. Peck (Syracuse University), "An Inductive
Study of Publicly Owned and Operated vs. Privately Owned
but Regulated Utilitiles,! 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 1929). 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 Duif 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 guldance in
revising methods for the control of corporations whose
services affect the life of the people." The article
was a favorable account of Roosevelt'ts efforts to im-
prove publiec 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 CGovernor Charles E. Hughes
on the importance of the state retaining its water
power and developing it itself.

10. Copy of a letter from M.rris L. Cooke to Robert
Moses, 1 Cctober 1929, criticizgng in detall a recent
book published by the Broockings Institution on the St.
Lawrence Development. Cooke felt that the book (The
Ste. Lawrence Navigation and Power Project, by H. G.
Moulton, C. Se. Morgan and A. L. Iee was one-sided and
misleadling.

1l1. A letter from Morris L. Cooke to F.D.R. 11 De=~
cember 1929, asking if F.D.Re. had gotten out a state-
ment on the Broockings book.

12, Draft of a suggested reply for F.D.R. to make
to an inqulry regarding the Brookings book. The draft
critli cized the book as "unreliable and biased'.

l3. A letter from Marguerite Owen to F.D.R., 22
February 1930, enclosling the following:

a. A memorandum on "the situation in Congress in re-
lation to Muscle Shozlg".



be A copy of Senator George W. Norris' bill, then on
the Senate calendar, which provided for government de-
velopment of the Muscle Shosals power site.

c. A report of the Senate Commlttee 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. 1in 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 Shosls) 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.

237.
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CHAPTER X
SOCIAL WELFARE LEGISLATION, 1929-32.

Governor Roosevelt's program of labor and welfare legis-
lation was much less spectacular than hls water power fight
and considerably less successful than his agricultural program.
Governor Smith had elready broken the ground, had made the
earlier spectacular advancesg, 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 aaked
for considerably more than he got.

One outstanding improvement over the previous administra-

1

tion was the appointment of Frances Perkins~™ as Industrial

Commissioner. Under Perkins the work of the Department of
Labor was greatly improved, especlally in the speed with which

claims under the workmen's compensation laws were settled,2 and

l. Perkins had been trained as a soclal worker and had served
as an investigator for the leglslative commission that in-
vestigated the Triangle fire in 191l. 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-
lstrative affalrs of the department. The former Commissioner,
James A. Hamllton, had been such a weak appointee that Perklns
had been given an increasing amount of hls administrative work

to does (Perkins, ope clt., ppe. 54-55).
2. Ibid, p. 91; Bellush, op. cit., p. 9l.
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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 campalgn promises. In additlion to the ful=-
filment of the pledges contained in the party pletform 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 commodlity or an article of commerce .t
Of particuler importence to labor was Roosevelt's renewal of
the pledge of a law prohibiting the granting of temporary in-
junctions in labor disputes wilthout 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 llsted the measures that he considered
most pressing, saying thst "such demands can no longer be re-
garded other than as matters of an absolute right". They in-
cluded a falr wage board for women and children, extension of
workmen's compensation, the proposals limiting injunctions in
labor disputes, leglslation providing that labor is not a com-

modity, and a 48-hour week for women and children in industry.2

L. 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 unlons. The Clayton Act (1914) had such a pro-
vision, but it had proven 1lneffective.

2. Public Papers, 1929, p. l66.
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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 castlgating the

1 and in another

legislature for not making the bills broader,
billl it reduced the amount of compensation pald in certaln cases,
which bill was vetoed by the Governor.

At the next session of the legislature the results were a
little better. The CGovernor repeated his demands of the pre-
vious year and added a request for state regulation of private
employment agencies.2 The legislature approved some of the
measures, including a bill to provide weekly half helldays for
women, another small Iincrease 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 Lasbor to enforce provisions
of the laws relating to wages and hours.® The legislature re-

gponded by finally enacting a statute providing for an enforce-

able forty-eight hour weelr and a weekly half-holiday for working

T. Public Papers, 1929, pp. 269, 272-3.

2. F.D.R., Annual Message to the Legislature, 1 Jan. 1930.
Public Papers, 1930, p. 32.

5. F.D.R., Annual Message to the Legislature, 7 Jan. 1931,
Public Papers, 1931, p. 40.
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women, and nothing more, With the exception o>f a bill pro-
viding for the eight-~hour day and prevalling 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 leglislature, nothing else
was done to fulfil Roosevelt's program to ald labor with which
he began his administration.

In addition to the promotion of legislation favorable to
labor, Roosevelt sought to strengthen collectlve bargaining
procedures, particularly in the garment Industry in New York
Clty. Governor Smith had appointed an advisory commission in
1924 in an attempt to foster stable employer-employee relation-
ghips, but the effort failed iIn 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 unlon, but after purging itself of communist influence it
came back strongly with a short strike in July 1329. Both the
union and the employers! associations then asked Governor Roose-
velt's Intervention in fostering better relations in the in-
dustry.l 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-

1. Dwight E. Robinson, Collective Bargalning and Market Control

in the New York Coat and Suif Tndustry, (N.Y. Columbia U.
Press, 1949Y), ppe. H52=59.
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tailers and union and nothing specific developed from 1t.l The
union then decided on a general strike 1n 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
standards".® A settlement was effected at this conference which
provided for a full-time impartial chalrman 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 lnitiative 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 Weil, presildent of the Cloth, Hat, Cap and

Millinery Workers Union, was invited to Albany on October 6, 1931,

T. Cloak and Sult 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 tlie persons invited to the conference, 4 Feb. 1930.
(Franklin D. Roosevelt file, 0Official Papers of Lt.-Gov.
Herbert H. Lehman).

3« Benjamin Stolberg, Taillor's Progress (Garden City, N. Y.,
Doubleday, Doran and Co. 1944).
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to promote an agfeement to end racketeering in the industry
and to develop collective bargalining. 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 galned 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 employers'! association.t

Thus, in two important branches of the clothing industry
in New York City patterns of collectlve bargaining that were
to persist for many years were developed during the Roosevelt
governorship with active aid from Albany.2

Gévernor Roosevelt's reputation as a friend of labor, f
bullt up by sponsorship of labor legislation and of collective
bargaining, was threatened only once. In 1930 the United States

Congress passed the Hawes~Cooper Blll, which provided for regu-

lation of prinson-made goods sold in interstate commerce.

Roosevelt criticized the bill as an unwarraented invasion of

states! rights and questioned its constitutionality, only to

arouse the ire of William Green, president of the American

T, Cloth, Hat, Cap and Millinery Workers file, Officlal 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, ope.
clt., Ch. 9, ppe 10-11) and a strike by the Albany Typo-
graphical Union against the Albany Times-Union in the same
year (Albany Typographical Union fiTe, Oificial Papers).
Lehman also had an important role in promoting the signing

of a 3=-year collectlive agreement in the ladies! garment in-
dustry in 1932 (Robinson, op. cit., p. 62).
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Federation of Labor. Green pointed out that goods made in
New York prilisons 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.1 Governor Roosevelt retreated. He informed Green
that he supported the purposes of the act, but objected to
"the growling 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”, adding:

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 subcommlttee to

congider how we may keep our prisoners employed

without competing with the labor of our free

workmene..o It is almost unnecessary for me to

edd that I am wholly and irrevocably opposed to

letting one state dump its prison—gade 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 stete agres-
ments".4 A few weeks earlier the Governor had appolnted a
T. 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 1abor.1

What had started out as a political attack on the Hoover
administration ended up as an effort to repalr Roosevelt's ties
with organized labor. The incident reveals that on the guestion
of prison labor [F.D.R. did not have any strongly-held beliefs,
and his reactions were largely politlcsl.

While Governor Roosevelt was seeking to aid lebor by pas-
sage of the leglslation 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.

Recosevelt 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
commlssion of nine members to present reccocmmendations to the
legislature.2 The Governor insisted that "there is nothing

3

socialistic in a program of this kind",Y and in his message to

the legislature requesting the commission he explained the need

1. Prison Labor Committee file, Officlal 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 commlttee headed by Assembly-
man Frank X. Bernhardt of Buffalo. (01ld Age Pension News
Release, 18 Jan. 1929, Official Papers).

3. Ibid.
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for such legislation.

New soclal conditions bring new ideasg of socilal
responsibility...s We can no longer be satisfied
with the o0ld method of putting them (the aged)
away in dismal institutions with the acrompany-
Ing loss of self-respect, personality and inter-
est in 1life.

Poverty in old age should not be regarded either
as a disgrace or necessarily as a result of lack of
thrift or energy. Usually 1t 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 sclence has increased men's
span of 1life, the rapid pace of modern industry
has proportionately Iincreased the number of years
during which he 1s an unsought employee.... NoO
greater tragedy exists in modern cilvilization

than the aged, worn out worker who, after a life
of ceaselesgs effort and useful productivity must
look forward for his decllining years to a poor-
house.

The Governor speciflcally 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-

mental dole" .2

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 beneflts a3 a matter of right, because of thelr
contributions to the community:

There has been also a growing realization on the
part of our people that the state itself is under
cbligations to those who labor, that the citigzen

who contributes by his toll to the wealth and
prosperity of the commonwealth i1s entitled to cer-
tain beneflts In return, which only the commonwealth

1. Public Papers and Addresses, op. clt., Vol. 1, pp. 209-210.

———

2. TIbid., p. 210.
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can give. This principle...has been, I am proud

to say, more clearly recognized, more flrmly es-

tablished in the State of New York than ln any

other political division of our country.

The time had now come to take one further step, as the state
recognizes its obligatlion to "those...who work hard and faith-
fully through long years, until time lays its heavy hand upon
them" .2

The Commission on 01ld Age Security, a majorlty 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 vears of age and over, wlth administration in the
hands of county and city governments. The local administration
of 0ld age relief was to be reviswed and supervised by the State
Department of Social Welfare. It also recormended that insti-
tutional care of needy persons be improved. Thus, "outdoor"
relief was permissible but not mandatory; i1t was a plan for re-
lief rather than Ilnsurance; and wlde variation in local systems
was possible.

The recommendations were qulickly translated into legisla-
tion. Needy persons seventy years of age or older were eligible
for a county-state pension 1f 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 1C, 1930.

1. Ibido, ppo 212"150

2. Ibid., p. 213.
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Roosevelt felt that the bill was only "an extension &nd
improvement of the o0ld poor law" and was weakened by local
adminigstration and the lack of provision for equal beneflts in
all localities.l He was especially critical of the fact that
it was a mere pension, or "dole", and did not promote individual
gavings:

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 1life to save
against old age is entitled only to old age care ac-
cording to a minimum standard. Opportunity 1s 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 then the bare minimum. All of this
has been omitted...yet it 1s a fundamental principle
of o0ld age security against gant unless we are to
accept merely a dole system.

He reported his objections to the people of the state by radio
a8 week later:

At the head of the 1ist of accomplishments this
year I would put the 0ld 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 lodginge. I hope that next
year the Legislature will be able to work out a
plan under some sort of contributory systeme...
Furthermore, instead of an arbitrary age limit
for the beginning of re llef, 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 caseg this is well past

1. Public Papers, 1930, p. 534.

2. Public Papers, 1930, ppe. 522-523.
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seventy and in other c&ses the time comes at
a much earlier age....

In the 1930 campalgn for the governorshilip F.D.R. out=~
lined the o0ld age securlty 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 asgainst the
privations of old age. The premliums 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 1tself.... They wlll be getting not
charity, but the natural proféts of their
years of labor and Insurance.

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 &uge"."5 The leglslature, how-
ever, failed to take any further action either in the 1931
session or that of the following year, when the Governor re-
reated his plea.

I. F.D.R., Radio Address, 16 Apr. 1930. Public Papers, 1930,
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 re-
lief scheme" (21 Feb. 1930).

2. F.D.R., Speech at Rochester, N.Y., 21 Oct. 1930, p. 10.
Governor Franklin D. Roosevelt's Campalgn Speeches, October
18 to November lst, 1930 (bound mlimeographed press=-release
copies), {(Roosevelt Library). This source will be cited
hereafter as 1930 Campaign Speeches.

3. Fe.D.R., Annual Message to the Leglislature, 7 Jan. 1931,
Public Papers, 1931, p. 39.
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Governor Roosevelt was even less successful in obtaining
unemployment insurance for New York State. The gubject was a
highly controversial one in those days and Roosevelt had to
move cautiously. To illustrate: Frances Perkinsg advised the
Governor that "while sapeaking upstate, you can safely promise
eee2 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! 1ls safer and more educative for the pre-
sent."1 Unemployment insurance was not made an important issue
in the campaign of 1930, aslthough 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 sactual or
potential, unless a scientific and businesslike insurance sys-
tem was developed. A five-day week, shorter hours, and public
bullding programs would help in & depression emergency, but a
permanent solutlion 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
T. Perkins to Miss M. A. LeHand (Private Secretary to F.D.R.)

15 July 1930, (Roosevelt Library). The Socialist Party had
included unemployment insurance 1n 1ts platform in 1928; in
1930 the national convention of the American Federation of
Labor condemned it as & dole and handout; in the same year

the Presbytery of Brooklyn and Nassau endorsed it (Bellush,
_9__20 Cito’ Cho 9, pp- 20"21)-
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country just as certalnly 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 requlred a true in-
surance system on an actuarial basis; it could not be a mere
dole that would encoursage 1dleness.l

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, 1931.2

The conference was devoted not to problems of ilmmediate
relief; but to long-range solutions. ILeo 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.5 But major emphasis was given to un-
employment insuraence. This part of the program was sparked

by Professor Paul H. Douglas, of the University of Chicago,

T. 1Ipid, 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 Pennsylvenia was
represented by Dr. Charles Reitell. Among the experts on
various phases of the unemployment problem were Frances
Perkins, Leo Wolman, Paul H. Douglas, John Fahey, Bryce
Stewart, William Leiserson, Joseph P. Chamberlain, and
Mrs. Alexander Kohut. Public Papers, 1931, p. 531l.

3. The proceedings of the convention are published in Public
Papers, 1931, pp. 530-566.
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who introduced the subject, wrote memoranda summarizlng the
various speeches given, and worked out details of an unem-
ployment insurence bill. He vigorously supported unemploy-
ment insurance, pointing out that in addition to reduclng the
relief load it would encourage stabllization by maintaining
the income of the unemployed worker and encouraging stablli-
zation measures by private employers, since under Douglas!
plan, the employer's contribution would vary with the number
of unemployed from his firm.l Other talks wers 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 Commisgssion on Unemployment Insurance to study the various
proposals. Meeting on May 2&, 1931, four commlittees of experts
were formed to study the essential features of a sound plan,
lts cost, European experience, and American experience with,
and proposals for unemployment insurance.© 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

lo IEid, ppo 548"549.

2. Members of the commission included Leo Wolman, Chairman,
Charles R. Blunt, A. Lincoln Filene, C. A. Kulp (University
of Pennsylvania),W. M. Leiserson (Antioch College), and W.
J« Couper.
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beyond thls amount. The employer's contribution would be
reduced by helf 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.l

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 Rochegter have put an un-

employment Iinsurance plan Into effect. Yesgter-

day Mr. Ecker, President of the Metropoclitan 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 & businesslike point of view and work
into it gredually instead of starting any whole=-

sale plan like that 1n England.

I still think the emprloyee 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 thag the
administrative cost thereof would be excessive.

1. T"Report of Interstste Commission on Unemployment Insurance,"
no date. Interstate Commlssion - Unemployment Insurance
file, Official Papers.

2. F.D.R. to G. Hall Roosevelt, 24 February 193l. Unemploy=-
ment, General file, Official Papers.
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A month later he asked the legislature to appolnt a com-
migsion of experts to investigate the subject and report to
the 1932 legislature a plan providing a sclentific system of
unemployment insurance. He said,

Any nation worthy of the name should aim in
normal industrisl periods to provide employ-
ment for every able-bodied citizen willing

to work. An enlightened government should
look further ahead. It should help 1ts 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 asslst 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 1s contrary to every
principle of American citizenshlip 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 1lndustrial depression,

should be one of insurance, to which they
themselves have 1in a large part contributed.

1

Instead of an expert commlission, the legislature formed
a Jjolnt legislative committee, with only one appointee by the
Governor. At its hearings testimony 1in 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 leglslature, asking enactment of its plan. A

T. Public Papers, 1931, pe. 130.
2. N,Y, Times, 19 Mar. 1931.
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bi1ll to that effect was introduced in the 1932 legislature,
but the Republican leadersahip would not cooperate. The
joint legislative commlttee recommended postponement of any
action, much to the disgust of the Governor's appointee to
that comm:‘l.ttee.:L Thus, the leglslatlive 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 Covernorship
at the end of 1932. Nevertheless, 1t bolstered hils reputation
as a friend of labor, and his accompllishments were not meager.
Workmen's compensstion waé extended somewhat and admlinistra-
tion of the law was greatly improved. The forty-eight hour
weok for women in industry was finally enacted. The use of
injunctions in labor disputes wasa restricted. Efforts to
promote collective bargaining were maede. 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. 1952.
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CHAPTER XI
THE ELECTION OF 1930

The election of 1930 came more than a year after the
great stock market crash of 1929, at a time when the nation
wag faced with the prospect of a winter of increasing unem-
ployment. Nevertheless, neither the federal government nor
any of the states had teken any major steps to provide re-
lief., The depression was still young and few realized 1ts
severitye.

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 Commlttee and the Department
of Labor all but one large industrial clty in the State had a
local emergency relief commlttee. Throughout the year 1930
the Department of Publlic Works had increased its expenditures
for hospltals, prisons, highways and bridges, with the avowed
purpose of furnishing emergency employment. But these mea-

sures had not made much of a stir:s the lasues of the 1930
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gubernatorial campalgn 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".l There was a certain amount of sub-
gstance In Tuttlet'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 Iin their relationships
with Smith and Roosevelt. Jolhn 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: Dblatant 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 desgerving
New Yorkers through the Tammany leaders, and thereby strength-

ened the Walker-Curry group. Some of Roosevelt's appointments

le N.Y. Herald-Tribune, 27 Sept. 1930.
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to the bench were particularly bad, and can be explained only
saa attempts to work with the Tammany leaders. Governor Roose-
velt's actions might be defended on the grounds that he needed
Tammeny support for his leglislative program. But if so, he
could have used his influence to clean up Tammany a little, as
Smith did.

F.D.R.'9 attempt to use Tammany for his own endsg did not
succeed. When the scandals came to light just prior to the
1932 nominating conventlions Roosevelt was forced to take ac-
tion, and Mayor Walker resligned. This earned F.D.R. the en-
mity of the Tammany leaders, and they went back to their old
sweetheart, Al Smlith, 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 thls lent substance to Tuttle's charges
agalnst him.

The Democratlc 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 hils main attack was on the Re-
publican administratlon in Washington: he demanded construc-

tive leadership to solve the problem of unemployment.l

1. Ne7e« 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 stabilizatlon; 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 aspeeches, 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.'l

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 campalgn he had stood for a con-
tinuvance of the reforms initiated by Smith:

My theme then was that progressive government,

by 1ts very terms, must be living and a growing

think, that the battle for it is never ending

and that 1f 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.=®

l. N.Y. Herald-Tribune, 20 Oct. 1930.

2. F.D.R., "Address before Natlonal Democratic Club, New York
City 3 October 1930." Public Papers, 1930, pe. 759.
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Speaking to the people of the state by radlo 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: 1ncreased expenditures for public works, prefer-
ence for state cltizens in jJobs 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-atep by the
Republican Administration."l

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: "YAlthough the times called for quick and
deciéive 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 bulldings.
On the next day, in Rochester, Roosevelt asked improvement in
the old age pensaion law that had been passed by the legislature

l. P.D.R., Radlo Address, 13 Oct. 1930. Public Papers, 1930,

2

2. F.D.R., Speech at Buffelo, N.,Y., 20 Oct. 1930, 1930 Campaign

Speeches, op. cit., pp. 4-5.
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earlier in the year.l At Syracuse he detailed hils power de-
velopment program and showed that users of electricity in
Ontario paid considerably less than did users in New York:
this he attributed to weak regulation of private companies
and the absence of competition from municipally-operated
plants iIn New York. Castigating the Republicans for sub-
servience to the utility intercsts, he spoke at great length
to explain in simple terms Jjust 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.2 At Utica the
Governor renewed hls 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
agalin about improvements in the old age pension law and public
utility regulation.

Near the end of the campalgn Roosevelt summed up the ad-
vances in soclal welfare legislation 1ln 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 leglslation and factory laws,
better hospltal facilities, prison reform, old age security,
public utility regulation and public power development, rural
1. F.Dig., Speech at Rochester, N.Y., 21 October 1930, ibid,

Do .
2. Public Papers, 1930, 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.l All in all, a series of
enactments designed to make the world a better place for
the underdog.

Having summed up the achlevements of his and Smith's
administrations, the Covernor 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 hsad
gerious depression 1n our business and industrial life'",
but expresgsed the view that the economy could not go much
lower. The ma jor problem of recovery, he said, was one that
could not be solved by legislation, by "commlission fiath,
or by charity; it could be solved only 1f each individual
recognized his own responsibility to do something for re-
coverye. 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 neceasities, even the luxuries of 1life, now,
instead of putting these purchases off until

m, pp. 806 “8()8-
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next summer.,. If these Americans who have the

purchas ing power will use that power now, we

will ralse immediatelg the economic level of

the whole population.

If anything, this 1lneffective "Boy Scout" method of
meeting the depression problem was exactly what Roosevelt
had criticlzed 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 If we wished to be charitable we

--- wlithout great effect.
could consider Roosevelt's gpeech as an attempt to do some-
thing when 1t promised even the slightest hope of help in an
exceedingly difficult situation. This speech does, however,
i1llustrate the ineffectiveness of the phllosophy 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 campalgn, 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 Induatry,

which was investigating employment exchanges, business planning,

lo Ibid, ppo 811"812.

2. A comparison of the relief policies of the Hoover Adminis-
Eration in Washington and the Roosevelt Administration in
Albany willl be made in Chapter XIT.
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public works, and unemployment insurance; and continued ef-
forts to reduce the cost of marketing.l These proposals,
whether effectlve 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 1llustrate better that Roosevelt stood
at a point in history that marked the transition from the

philosophy of individualistic noblesse oblige to the phllosophy

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 traditlon, he was edu-

cated in it. The second was in the newer tradition of the

welfare state --- and Roosevelt believed in it, too. Bub

as has already been pointed out, the major difference between

the two wag one of method: the goal --- a better 1life for the

average person --- was the same.

T. Public Papers, 1930, pp. 826=-827. Other major measures
Roosevelt pledged for hls next two years in office were
adequate regulation of public utilities, an improved

0ld 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 depresslion and when 1t came was unable to foresee 1lts
severity. In this 1t was Joined by practically all profession-
al economists and forecasters.

VWhat Hoover feared more than anything else was a finan-
cial crisis following the stock market crash. Most of the
things he did in the first months of the depression were de-
signed to avert such a calamity: this 1s 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 cof 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".l 1In an effort to
I. William Starr Myers and Walter H. Newton, The Hoover Ad-

ministration; A Documented Narrative (N.Y., Scribner's,
1936), pe. 23. On the same day the New York American

asked Rooseveltl!s opinion on the state of the nation.

He replied that he dld not "...know detailed conditions
but firmly believed fundamental industrial conditlons

gound" (Bellush, op. cit., Che 8, pe. 3).
OR. C1V
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maintain the confidence of business and financial leaders

a gseries of conferences were held at the White House in

November. The raillroad presidents ple dged continuance of

normel meintenance and construction work; to a gathering

thaet included the blggest names iIn American industry the

President spoke of the seriousness of the situation, and

aasked that wages be maintained, that construction work be

continued, and that the work week be reduced --- all 1n 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.l At
the same tlme the federal government increased its expendl-
tures for public w rks for the comlng year, and the governors
of all states were asked to do the same.© In the meantime,
the Federal Reserve authoritles attempted to relieve the
credit shortage by substantial open market purchases.

1. Roosevelt wrote to a cousin in New Jersey, "...I wilsh much
that the President hed had the courage to state the true
facts iIn regard to unemployment during the past winter.
The facts were there and while it was & good thing for him
te call various conferences to prove that the fundamentals
are sound, 1t was s8illy to claim that by this time employ-
ment would be normal again." F.D.R. to Allerton D. Hitch,
7 May 1930, Unemployment - CGeneral file, 0fficial Papers.

2. Roosevelt answered that he would ask the New York legisla-
ture for increased appropriations for hospitals and prison

congstruction (FDR to Herbert Hoover, 24 Nov. 1929, Homan-
Hopson file, Officlal 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 President's Emergency Relilef
Organization to aid in the formation of local relief committees
and to coordinate their activities. It was designed to usge

local and state resources for relief, in accord with Hoover's

phllosophy:

| The basis of successful rellief in national dis-
tress is to mobllize and orgsnize the infinite
number of agencies of self help in the com-
munity.... But after and coincldentally with
voluntary relief, our American system requires
that municipal, county, and state governments
shall use thelr own resources and credit before
seeking such asslistance from the Federal Tress-
Urye... I am willing to pledge myself that 1if
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....t

The day when voluntary and state-local relief funds became

inadequate was not far off. In February 1932 the Federal

FParm Board began distributing through the Red Cross 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 rellef funds themselves.

1. Herbert Hoover, Statement of 3 Feb. 1931, quoted ln Ray
Lyman Wilbur and Arthur M. Hyde, The Hoover Policies (N.Y.,
Scribner's, 1937), pp. 375-376. As early as June 21, 1930,
the governors had petitioned Hoover for a 31 billion emer-

gency relief appropriation by the Federal government
(Governora' Conference file, O0fficial Papers).
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In the meantime, expansion of public works continued,
but only by dribbles. In the three years from 1930 to 1833
federal expendlitures 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.l 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 theat authority be given the
R.F.C. to lend up to $3 blllion 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

loans.2

Laudable as 1t 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 bellef that a primary
necegsity for recovery was the balanced budget that would
promote confldence in the government. But a balanced budget

would neither promote nor retard recovery and it was a futile

1. 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, 0fficial Papers).
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gesture at a time when other of Hoover's policles 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 Presl-
dent's willl.

Finally came the financial crisis of 1931l. Starting
in June in central Europe, it spread rapldly, 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

1

governments involved on July S5th. He also proposed an

1. F.D.R. remarked that "this 1s 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 throuzh this country" (F.D.R.
to Senator Joseph T. Robinson, 25 June 1931, Roosevelt
Library). A little later he added: "The Hoover ad-
miniastration apparently has no plans or program, either
national or international. They jumped into this
German moratorium business on twenty-four hour notice
end without previous study just because they were told
by the New York Bankers that 1f Germany went into bank-
ruptcy, the Stock Exchange in New York would close and
most of our bigzg 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 Congressg).
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international "standstill agreement! on short-term bank
bills that was adopted later in the month.t To meet the
crisis at home the President urged the formation of a seriles
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 immedlate problems of international finance.
German eand Austrian banks had issued over {10 billion of
short-term bank bills at high interegt rates. The bills
were owned largely by other banks, especially in the
United States, Britaln, France and Scandinavia. The
flight of capital from central Europe continued after the
Hoover moratorium and there was Immlnent 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, 193L, Hoover proposed a Y"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 on July 23rd. See Myers and Newton,

OpPe clte, pp. 99-104, and Willbur and Hyde, op. cit.,

P. 411.
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Reserve System was attempting to promote easier credit.l

While all this was going on in Washington, what did the
Governor of New York have to say about 1t? During the cam~-
paign of 1930 he criticized the President for not taking
declsive actlion immediately after the 1929 crash, but did
not speclfy 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 avolded the responsi-
bilities of the federal govermnment. It was the same disagree-
ment over the functions of the federal government that had
cropped up in the 1927 Mississippl flood disaster.

But while Roosevelt criticized Hoover's relief policies,
those adopted in New York State were similar in many respects
to those adeopted in Washington. Roosevelt sought to rely up-
on local relief faclilities, and it was not until they were
exhausted that the state provided relief on a substantial
scale. Concurrently with the relief program went expansion
l. F.D.R., speaking of PFederal Reserve policies in October

1931, wrote that he was "very happy that, the plan worked

out in Washington thls week seems to be so well received

in every part of the country" (F.D.R. to Strabo V. Claggett,
12 Oct. 1931, Roosgevelt 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 specifilcally approve Brown's advocacy of large
open market purchases by the Federal Reserve Banks.
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of public works by the state 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 4id Hoover.
In his second message to the leglislature 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 assisgt
the employers of this State in a gradual pro-
gress toward stabllization based on authentic
American business experience and arising out of
and adapted to their own Iindustrial problem,
and such methods as their good_will and sound
business judgment may develop.1
The governor had clarified the problems to be worked out by
the Committee in listing the ma jor types of unemployment
they had to consider: seasonal, technological and cyclical.z
The Committee'!s work, however, was expected to have
little relevance to the immediate unemployment relief problem,
so the Governor urged all local officlals to take needed ac-

tion. He outlines what he thought was necessary:

Collection of local statistics of unemployment.,

1. Public Papers, 1930, p. 508.

2. TIbid, p. 506.
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Cooperation between local governments and pri-
vate philanthropies.

Stimulation of "small job campaigns in every
city and towne...so that the modicum of unem-
ployment relief can be furnlshed locally.

Establishment of local employment clearing
houses.

Expansion of local public works.
In addition, he wanted local committees to plan methodgs of
stimulating local trade and industry, and full cooperation
from industrialists in keeplng their factories "operating
at full or nearly full time throughout this crisis".t

Within a month the Committee on Stabilization of In-
dustry made its preliminary report.2 It recommended several
emergency measures to employers, including retention of as
many workers as possible, & 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 1laid 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

8 long-range program the committee had little to offer: it

guggested that the state and local governments postpone pub-

T. Ibid, p. 506 and pp. 537-538.

2. The members of the committee were Henry Bruers, Maxwell S.
Wheeler, Ernest G. Draper, John Sulllivan, Henry H. Stebbins,
Jr., and Frances Perkins. Professor Paul H. Douglas of the
University of Chicago was "technical adviser" to the com-
mittee.
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lic works during prosperous times, holding them back until a

depression came.l

It is clear that the measures proposed by the Governor
and his stabllization 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 progrem 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 1t 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 Stablilization of Indugtry took on the
job of coordinating local efforts to promote employment, and,
inevitably, local relief efforts. Ibts 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 1t
reveals more of ignorance than anything else.

The report discussed four types of unemployment: "sea-
sonal, cyclical, technological, and chronic!. The most
T. "Preliminary Report of Committee on Stabilization of In-

dustry for the Prevention of Unemployment," Public Papers,
1930, 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 1is
occasioned either by uneven purchasing by
ultimate consumers or by weather conditions
which affect production.... Fluctuatlons in
industries producling consumers' goods create
irregular demand for raw materials and gspread
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 1t saids

Degpite 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 1solated 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 attrlbuted to maintenance by busi-
ness firms of a labor reserve to meet their peak demands, and
could be avolded by better organigzation of the labor market.l

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

I. TReport 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 thelr public works

so that an apprecilable volume of additional

work can Ee undertaken as private busineas

slackens.
Another suggestion was for private firms to time theilr 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 fluctuatlons may be lessened 1n part by an intelligent
public works policy, but thelr control lles outside the
power of State and federal agencies.!®

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

I‘ TB{H’ p' 59‘70

3. Ibid, p. 599.
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sccelerate such expenditures during depressions, and 1t wanted
industry to develop unemployment insurance plans. Finally, it
gought "full and impartial investigation of this question”,
obviously realizing that its efforts were inadequate.l

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
locality 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 éf loan funds for the unemployed,
and to coordinate local relief work,3 and the membership of the
committee was increasgsed 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

T.I5Id, pp. 600-601.

2. F.D.R. to all village presidents and mayors, 15 Nov. 1930,
Housing of Unemployment file, Official Papers.

S5« Public Papers, 1930, pp. 871-672.

4. F.D.R. to Herbert He. Lehman, 17 Nov. 1930. Ibld, p. 673,
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wrote the chalrman of his stabilization committes suggesting
schemes to set up loan funds for the unemployed.l

Thus, in the second winter of the depression New York
State relied primarily upon local relief faclilities 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 %117,654,159,2 which represented a substantial
increase over 1929. The expenditures were increased to
$131,232,609 the following year,'3 but in the face of reduced
tax revenues were cut by the legislature in 1932 to only
$85,585,451.4 The major reductions were in highway and pub-
lic building construction. The Governor sought to have the
legisiature 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 immediete, di-

rect employment to large numbers of men, never-

thelesas 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 economlic and soclal
agset to the State.®

1, F.D.R. to Henry Bruere, 21 Nov. 1930, Unemployment Com-
mission flle, Officlal Papers.

2. State of New York Department of Public Works, Annual Re-
port of the Superintendent, 1930 (Albany, J. B. Lyon Co.,
1931), p. 3.

4. TIbid, 1932, p. 3.

5. Public Papers, 1932, p. 64.
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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 M"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
i than $30 million worth of bonds. The bonds could even be paid
off within five years by higher lncome and inheritance taxes,
thereby placlng the relief burden on those best able to pay,
he added.l

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. ILet us examine how it happened.

By the close of 1930 it had become obvious that the de-
pression was goling 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 Commlission on Unemployment
Problems, and had given up all pretense of seeking long-range

T. Morris S. Tremaine to FeD.Re, 18 Dec. 1931, Messages Flle,
Official Papers.
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solutions and was concentreting on the problem of emergency
relief. In January 1931, 1t 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 facilitles 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
dutles and that standards almost everywhere were too low.
Physical and mental health, earning power and morale were be-
ginning to deteriorate. The Commiassion concluded that more
work relief rather than home relief was needed, along with
better adminlstration and coordination; it also asked for
further expanslon of public works projects.l

There were no changes in policy, however, until the fall
of 1931, when 1t 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 jolnt report to the Governor, pointed out
that individual savings and credit and assistance from
relatives had largely been exhausted gs & cushlon against
T_—_“ﬁgﬁort on Unemployment and Emergency Relief in the 59

New York Cities Excluslve 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.l From New York City, the
director of the Welfare Council described an equally desper-
ate situation, and asked the Covernor to call a speclal ses-
sion of the legislature to consider the problem.2

The Governor took up the suggestlon and a specilal ses-
gion of the legislature met on August 25, 1931.2 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 lbcal governments. If work projects could not bve
developed direct rellief could be granted. The second in-
creased the lncome tax by fifty percent for all income
T. T"Prospects of Unemployment Relief in 1932-32 in 45 citiles

of New York State,” Unemployment Problem - Unemployment

Suggestions flle, 0fficial Papers.

2. William Hodson to F.D.Re, 19 Aug. 1931, Extra Session file,
O0fficial Parpers.

3« The speclal session had been called ostensibly to grant im-
munity to witnesses testifying 1n the New York Clty graft
scandals. Roosevelt's requezat for emergency relief legla-~
lation came as a somewhat unwelcome surprise to the Repub-
licans, since 1t shifted the emphasis from Democratic cor-
ruption to Democratic welfare leglslation.
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brackets. The third auvuthorized cltles 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 municipeal public workse. The fifth provided that of the
$20 million relief appropriation a total of $548,000 be used
to pay a soldlers' bonus. After some resistance from the
Republican-dominated legisleture the Wicks 5111, embodying
the Governor's program, was passed. New York became the first
state to set up a comprehensive state-administered relief
system for the unemployed.l

It quickly became clear, however, that a $20 million ap-
propriation would not last long. By the time the legislature
convened for 1ts regular session in January 1932, the Governor
had to ask for an immediate appropriation of $5 million more
and approval of a bond issuve of $30 million for submission to
the voters in the 1932 election. Because tax revenues could
no longer support the rellef 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 defliclt flnancing not as a calculated policy to mini-

mize the depression, but was forced into it against the will

1. 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 Executlve Director. Strauss served brillliantly for
a year, and after hls resignation was replaced by the
equally brilllant Hopkins.
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of the Governor and the legislature. It was & last resort in

e worsening situation.l

Indeed, In its broader 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 rellef 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 responsiblility for relief, at first
on a pay-as-you~go basis and later by means of a‘bond issue.

The older ideal of local responsicility gave way to State

l. In May 1932, Frances Perkins and Henry Bruere invited some
twenty economists to dinner in New York Cilty to discuss
the relief situation. "The upshot of this conference was
that there seemed to be of interest only two or three
propositions of Ilmmediaste 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."
(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. We E. Hotchkliss (Pennsylvania), Virgil Jordan
(McGraw-Hill Publishing Co.), Paul Mazur (Lehman Bros.),
Prof. Raymond Moley (Columbia), Prof. Sumner Slichter
(Harvard), Ordwey Tead, Prof. Joseph H. Willitts (Penn-
sylvania), and Leo Wolman (Amalgamated Clothing Workers).
Unemployment Commission fille, Official Papers.
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responsibility In the face of the necessities of the situa-
tlon,

On the national scene a simllar shift was taking place.
Hoover had placed responsibllity 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 federsal
responsibility for relief that culminated in the New Deal's

Federal Emergency Relief Administration.
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While relief for the unemployed was the most important
depression problem facing Governor Roosevelt, he also had to
handle the problem of bank fallures and their impact on the
community.

Shortly after he assumed office the City Trust Company
of New York closed 1ts 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 came to America. in 1912
and became a private banker deallng largely with the Italian-
American population in New York City. In 1925 he organized
the Harlem Bank of Commerce and became 1ts 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 Compaeny. Upon Ferrarl'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 Smlth appointee named
Frank H. Warder, wasg implicated, having accepted bribes to con-
done illegal acts and approve a weak financial structure .t
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
T. Robert Moses, Report to Governor Franklin D. Roosevelt on

the Investigation of the Department of Banking in Relation
to the City Trust Company (Albany, J. B. Lyon Co., 1929),
pp. 1l0-20. Warder weas later 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.l Roosevelt accepted the resignation and ex-
pressed approval of the "successful conclusion of the in-
corporation of the new com.pany".2

But on April 22 the District Attorney of New York County
began an investigatlon of possible criminal actlivities 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, commltted illegal acts, and engaged in very
bad banking practices, while Warder had accepted bribes from

5 The rost important aspect

Ferrari on several occasions.

of the Moses report, however, was his series of recommsndations

for improving the performance of the State Banking Department

1. 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 Lsighton to Herbert H. Lehman, no date, ibid.

4. Herbert H. Lehman to F.D.R., 30 Apr. 1929 (Roosevelt Library).

5. Robert Moses, op. cit. The officlal transcripts of the

hearings are 1in the Official Papers of Governor Rcosevelt;
they encompass twelve volumes of almost 6,000 pages.
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and for revising the Banking Law. He suggested a reorganiza-
tilon of the Department and higher pay for its employess, that
officials of the Department be prohibited from ownling 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-
billitises of bank officers and directors be revised, and that
the Banking Department be required to investigate original
caplital and increases in capital of banks tc see that the
capltal was actuelly paid in end not ficticious.1

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 functloning of directors and of-
ficers of banks."2 He had appointed such directors and officers
to recommend the legislation.

Meanwhile, on July 1, 1928, Clarke Brothers, a private
bank in Brooklyn, closed 1ts doors. The members of the fim

were 1ndicted for using the mails to defraud and for conspiracy

l. Robert Moses, op. cit., pp. €63-67.

2. F.D.R. to W, Gordon Crawford, 10 Aug. 1929 (Banking Commission
file, Qfficial Papers).
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to defraud; by August 10 three had been convicted and sen-
tenced to prison terus.

These events led Governor Roosevelt to ask the legis-
lature in January, 1930, to tighten the Banking Law and in-
crease the inspectlicn staff of the Barking 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 1s in

need of revision and the Bankling Department needs
immediately far more adequate inspection facllities.

1

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 Moges! view that the laws regarding the duties and re-
sponsibilities of bank officers and directors be tightened up;
and 1t 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 shoulcd be subject to the same regulations as
savings accounts, but desired a requlrement that a reserve of

1. F.D,R., Annual Message to the Legislature, 1 Jan. 1930.
Public Papers, 1930, op. cit., p. 29.




289,
three percent be held agalnst deposits other than demand
deposits for all banks not members of the Federal Reserve
System.l

Legislation embodying the Commlission's recommendations
was introduced into the leglslature, and by Aprll 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".2 Private banks were brought under the control of
the Banking Department, penralties for a vank that refused
to permlt examination were extended, and bank directors were
te be notified by the Bankling 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 Koosevelt to change his 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 unavallable when the bank closed 1ts doors,
T. "HReport of the Special Commission to Make Study of the

Banking Law of the State," Public Papers, 1930, op. cit.,
pp [ 471"48’7 »

2. Publlic Papers, 1830, 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 .t
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, 1931, Governor Roosevelt asked
the leglslature for protection of thrift accounts, argulng
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 leglslative bodies".2 At the same time F.D.R. accused
the bankers of blocking reform by a campalgn of obstruction
in the legislature.°

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

4

undesirable investments for savings banks". The legislature

l., Joseph A. Broderick to F.D.R., 21 Jan. 1931, 8 Apr. 1931,
24 July 1931 (Broderick, Joseph A., file, 0fficial Papers).

2. Public Papers, 1931, op. cit., p. 128.

3. Ibid., pe. 129. 1In a letter F.D.R. sald that "the bankers
80 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 Libraryy.

4. Ibld., p. 210.
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allowed the proposal to amend the law concerning thrift ac-~
counts to die 1n committee, in splite of a last-minute appeal
by the Governor to pass such legislation.l

When the leglslature next convened on Jaruary 6, 1932,
Roosevelt urged a much broeder program of banking reform in
his annual message. He asked for an advisory council to help
the Banking Deper tment 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 gecurities to the putlic to "differentiate between prospects
and true values" so that the public could know the "whole truth
about what in the past has been a peckage too often sold only
because of the bright colors on 1ts Wrapper".2

Finally, Roosevelt brought up the issue of branch and
chain banking and concentration of control in the banklng field:

We must by law maintain the principle that banks

are a definite benefit to the individual community.

That 1s 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 kgep control of 1ts own money

within its own borders.”

Thlis last proposal was attacked expeclally strongly by banking

interests, and F.D.Re. explained his position further:

1. Ibid., p. 606.

2. Public Papers, 1932, op. cit., p. 3l.

3. Ibld.
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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

me thods adopted In regard te these mortgages

by the Syracuse savings banks. In other words,

there 1s a lot of resentment against the way

strangers handle a fituation in an area they

know nothing about.

Only one of F.D.R.'s 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 requlred on the board, even as a
minority, on the grounds that "representatives of objects of

2
governmental regulation should not do the regulating". But
since the Governcr was not obliged to accept the recommenda-
tions of the board, Hoosevelt was willing to sign the measure.
The legislature took no action on F.D.R!s other proposals ccn-
cerning thrift accounts, securities lssues, and branch or
chain bvankinge.

Several elements of broader New Deal policies appeared in
Roosevelt's proposals for banking legislation during bis gov-
ernorshipe. Protection of thrift accounts was to become a
guarantee of bank deposits, and regulation of securities issues

and exchanges on a natlional scale was to be accomplished under

the New Deal.

l. F.D.R. to Edmund Platt, 11 Jan. 1932 (Roosevelt Library).

2., Public Papers, 1932, op. cit., p. 183.
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CHAPTER XIII
WHAT CAN BE DONE ABOUT DEFRESSIONS?

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-
slon problem, not only at the state level, but in the area of
national policy.

His mall 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 & hobo jungle near Sacramento that a back
to the land movement was the only alternative to destruction
of the Ycapitalistic" Federal government by a proletarian
revolution.2 Other proposals were to limit wage earners to
one per family,5 and to shorten the work day in order to
spread work.% One man sent F.D.R. a U.S. Depvartment of Com-
merce pamphlet entitled "You Can Make It For a Profit,"

T. Speech by Ralph W. Reynolds at 23rd Annual Meeting of the
American Rallway Development Associgtlion, Chicago, Decem-
ber 3-4, 1931. Unemployment Preoblem-Unemployment Sugges-
tions file, Off'icial Papers.

2. R. W. to F.D.R., 22 June 1932. Ibld.

3. Arthur E. Bennett to F.D.R., 19 Aug. 1931; Miss K. Owen
to FeD.Re, 24 Aug. 1931. Ibld.

4, Caleb F. Bryant to F.D.R. 17 Aug. 1931l. 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 1n
economic activity and as the depression worsened it was
gradually transformed into a relief organization.
4 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 forsword to it.2 He read

Sir Arthur Saltert's Recovery: The Second Effort, and thought

1t was "exceedingly interesting".®

In 1931 Roosevelt invited Norman Lombard, then executilve

1. George W. Sisson to F.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. F.D.R. to J. Edmund Jones, 5 May 1932 (Roosevelt Library).
Salter wrofte 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 Yan in-
crease in the general level of gold prices followed by
monetary management to maintain a stable level of world
commodlty prices was necesgsary. (Arthur Salter, Recovery:
The Second Effort, N.Y., Century, 1932, pp. 24-25, 86).
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vice-president of the Stable Money Association, to attend
the Governors! Conference on Unemployment at Albany and
present his views on recovery.l Lombard wrote a paper on
"Phe 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.z

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; 1f this were done the in-
dustrial machine would work more smoothly. Other remedies
were necessary too, but monetary reform was essential.® He
phragsed the argument in terms of the value of gold:

If measures can be taken to stabllize the pur-
chasing power of gold, to that extent will

T. Interview with Norman Lombard, 1 Dec. 1952. The Stable
Money Assocliation was largely a creation of Irving Fisher's
designed to propagate his ldeas for eliminating depressions
by stabilizing the general level of prices. Fisher had
founded the Stable Money League in 1921, which became the
National Monetary Assoclation 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 Assoclation. See Irving Fisher, Stable
Money: A History of the Movement (N.Y. Adelphi, 1934), vp.
104~128., FPFrederlck A., Delano, Roosevelt's uncle and a
former member of the Board of Governors of the Federal Re-
serve System, was presldent of the Association in the years
1920-1033.

2. Norman Lombard, "Memorandum on the Relationship between Unem-
ployment and Business Depressions and Monetary and Credlt
Policies," enclosed in a letter from Lombard to F.D.R., 21
Jan. 1931, Governors' Conference file, Official Papers.

5. Ibid, ppo 1-20
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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 velue 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).
The evils of falling prices {(depression) and rising prices
(boom) were dilscussed, with Lombard maintaining that 1n
order to prevent unemployment and unhealthy booms 1t was
necessary "to stabilize the genersl level of prices, l.e.,
the purchasing power of money".2 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.® He concluded with the statement
that "stabilization of the purchasing power of our unit of
value should be the primary aim of monetary credit policy".4

Lombard did not advocate the use of Fisher's "compen-
gated dollar" as a means of stabllizing 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

1. I5id, p. 3.
2. Ibid, p. 5.
3. Ibid, p. 10,
4. Ibid, p. 19.
5. Ibid, p. 10.
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the Covernors' Conference.~

In January 1931, Lombard wanted to control buslness
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 thet stabilization at prosperous
levels was conslderably different f