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The conventional wisdom, of historian and laymaikeal pictures Herbert Hoover as the last
stubborn guardian of laissez-faire in America. Taissez-faire economy, so this wisdom runs,
produced the Great Depression in 1929, and Hooveditional, do-nothing policies could not
stem the tide. Hence, Hoover and his hideboundiesliwere swept away, and Franklin Roosevelt
entered to bring to America a New Deal, a new pmsgive economy of state regulation and
intervention fit for the modern age.

The major theme of this paper is that this conweai historical view is pure mythology and that
the facts are virtually the reverse: that Herbesbver, far from being an advocate of laissez-faire,
was in every way the precursor of Roosevelt and\iee Deal, that, in short, he was one of the
major leaders of the twentieth-century shift froehatively laissez-faire capitalism to the modern
corporate state. In the terminology of William A.ilWems and the New Left, Hoover was a

preeminent “corporate liberal.”

When Herbert Hoover returned to the United Statetaie 1919, fresh from his post as Relief
Administrator in Europe, he came armed with a satggk“Reconstruction Program” for America.
The program sketched the outlines of a corporatte;sthere was to be national planning through
“voluntary” cooperation among businesses and grauper “central direction.”(1) The Federal
Reserve System was to allocate capital to essentaktries and thereby eliminate the industrial
“waste” of free markets. Hoover’s plan also inclddke creation of public dams, the improvement
of waterways, a federal home-loan banking systdme, gpromotion of unions and collective
bargaining, and governmental regulation of thelstoarket to eliminate “vicious speculation.”(2)
It is no wonder that Progressive Republicans ad aglsuch Progressive Democrats as Louis
Brandeis, Herbert Croly, and others on the New RepuEdward A. Filene, Colonel Edward M.
House, and Franklin D. Roosevelt, boomed HoovetHerpresidency during the 1920 campaign.

Hoover was appointed Secretary of Commerce by deesiHarding under pressure by the
Progressive wing of the party, and accepted urtecondition that he would be consulted on all
the economic activities of the federal governmelg.thereupon set out deliberately to “reconstruct
America.”(3)

Hoover was only thwarted from breaking the firm Aroan tradition of laissez-faire during a
depression by the fact that the severe but shaettldepression of 1920-21 was over soon after he
took office. He also faced some reluctance on thae pf Harding and the Cabinet. As it was,
however, Hoover organized a federal committee a@mpioyment, which supplied unemployment
relief through branches and subbranches to evete,stand in numerous cities and local
communities. Furthermore, Hoover organized theouarifederal, state, and municipal governments
to increase public works, and persuaded the biggesiness firms, such as Standard Oil of New
Jersey and United States Steel, to increase thpeneliture on repairs and construction. He also
persuaded employers to spread unemployment byngutiiours for all workers instead of
discharging the marginal workers — an action hetwaepeat in the 1929 Depression.(4)

Hoover called for these interventionist measurdad &n analogy from the institutions of wartime
planning and collaboration, urging that Americamnsvelop “the same spirit of spontaneous
cooperation in every community for reconstructibattwe had in war.”(5)



An important harbinger for Hoover’s later Depressplicies was the President’s Conference on
Unemployment, a gathering of eminent leaders ofisiny, banking, and labor called by President
Harding in the fall of 1921 at the instigation obéVer. In contrast to Harding’s address affirming
laissez-faire as the proper method of dealing witbressions, Hoover’'s opening address to the
Conference called for active intervention.(6) Farthore, the Conference’s major recommendation
— for coordinated federal state expansion of pulbbicks to remedy depressions — was prepared by
Hoover and his staff in advance of the confere@gedf particular importance was the provision
that public works and public relief were to be diggponly at the usual wage rate — a method of
trying to maintain the high wage rates of the pdaog boom during a depression.

Although these interventions did not have timeatkethold in the 1921 depression, a precedent for
federal intervention in an economic depression haw been set, as one of Hoover's admiring
biographers writes, “rather to the horror of comagves.”(8)

The President’s Conference established three pemhaesearch committees, headed overall by
Hoover, which continued during the 1920s to pubsigidies advocating public-works stabilization
during depressions. One such book, Seasonal Opesati the Construction Industry (Washington,
D.C.: Conference on Unemployment, 1921), the foremio which was written by Hoover, urged
seasonal stabilization of construction. This stuwds in part the result of a period of propaganda
emitted by the American Construction Council, aléraassociation for the construction industry,
which of course was enthusiastic about large-spatgrams of government contracts for the
construction industry. This Council was foundednilyy by Herbert Hoover and Franklin D.
Roosevelt in the summer of 1922, with the aim absizing and cartelizing the industry, and of
planning the entire construction industry throulgé imposition of various codes of “ethics” and of
“fair practice.” The codes were the particular idgaHerbert Hoover. Following the path of all
would-be cartelists who are hostile to no one ntbaa the individualistic competitor, Franklin D.
Roosevelt, President of the American Constructionr@il, took repeated opportunity to denounce
rugged individualism and profit-seeking by indivads.(9)

Throughout the 1920s Hoover supported numerous illCongress for public-works programs
during depressions. He was backed in these endebydhe American Federation of Labor [AF of
L], the United States Chamber of Commerce, andAimerican Engineering Council, of which
Hoover was for a time president. It was clear that engineering profession would also benefit
greatly from government subsidization of the camgtion industry. By the middle twenties,
President Coolidge, Secretary Mellon, and the Mati@emocratic Party had been converted to the
scheme, but Congress was not yet convinced.

After he was elected President, but before takiifigeg Hoover allowed his public-works plan (the
“Hoover Plan”) to be presented to the Conferenc&overnors in late 1928 by Governor Ralph
Owen Brewster of Maine. Brewster called the plaa ‘tRoad to Plenty,” a name that Hoover had
taken from Foster and Catchings,(10) the populaautbors of a plan for massive inflation and
public works as the way to end depressions. Althosgyven or eight governors were enthusiastic
about the plan, the Governors’ Conference tabledsttheme. A large part of the press hailed the
plan extravagantly as a “pact to outlaw depressioeading the applause was William Green, head
of the AF of L, who hailed the plan as the mostam@nt announcement on wages and employment
in a decade, and John P. Frey of the AF of L whmmanced that Hoover had accepted the AF of L
theory that depressions are caused by low wagespiiss reported that “labor is jubilant” because
the new President’s remedy for unemployment istiidal with that of labor.”

The close connection between Hoover and the labaddrship was no isolated phenomenon.
Hoover had long agitated for industry to encouragé incorporate labor unionism within the



framework of the emerging industrial order. Morepu®e played a crucial role in converting the
labor leaders themselves to the idea of a corpstate with unions as junior partners in the system
a state that would organize and harmonize laborcapdal.

Hoover’s pro-union views first achieved prominengben, as chairman of President Wilson’s
Second Industrial Conference (1919/20), he guidbd tconference of corporate-liberal
industrialists and labor leaders to criticize “canp unionism” and to urge the expansion of
collective bargaining, government arbitration baafor labor disputes, and a program of national
health and old-age insurance. Soon afterward Hoakmanged a meeting of leading industrialists
with “advanced views,” in an unsuccessful atteroppérsuade them to “establish liaison” with the
AF of L. In January, 1921, the AF of L journal pisbled a significant address by Hoover, which
called for the “definite organization of great waial associations” of economic groups and their
mutual cooperation. This cooperation would serveptomote efficiency, and mitigate labor-
management conflict. Above all, workers would betgcted from “the unfair competition of the
sweatshop.” Still more did this mean “protectiorf’ the lower-cost large employers from the
competition of their smaller “sweatshop” rivals —typical instance of monopolizers using
humanitarian rhetoric to gain public support foe trestriction and suppression of competition.
Hoover went so far in this address as to suppertkhsed shop, provided that the closure was to be
for the sake of unity of purpose in aiding the emypl to increase production and to mold a
cooperative labor force. In conclusion, Hoover exlfor a new economic system, what was in
effect a corporate state, that would provide aermdttive to old-fashioned laissez-faire capitalism
on the one hand and Marxian socialism on the d¢iier.

In an authoritative study, William English Wallingn intimate of Samuel Gompers, wrote of the
crucial influence of Hoover’'s theories upon Gompansl the AF of L, especially from 1920 on.
This influence was particularly strong in persugdihe labor leaders to endorse the idea of
organizing all the large occupation groups and #&féecting their mutual harmony and cooperation
under the aegis and control of the federal govenint@apital and labor in each industry, organized
in collaboration, were to have the role of governtn& that particular industry.(12) It was indeed
appropriate for the French politician Edouard Hero praise Hoover in 1920 for his idea of fusing
the “economic trinity” of labor, capital, and gomenent into one system, thus putting an end to the
class struggle.(13)

Another reason for Hoover’s pro-union attitude \laat he had adopted the increasingly popular
thesis that high wage rates were a major causeosperity. It then followed that wage rates must
not be lowered during depressions. In contrastlitpréor depressions, including 1920-21, when
wage rates were cut sharply, wage-cutting was densil by Hoover to be impermissible and as
leading to a failure in purchasing power and thepgtiation of depression. These views were to
prove a fateful harbinger of the policies usedmyithe Great Depression.

One of Hoover's most important labor interventiolising the 1920s came in the steel industry. He
persuaded Harding to hold a conference of steelufaaturers in May, 1922, after which he and

Harding called upon the steel magnates to bowdontbrkers’ demand to shift from a twelve-hour

to an eight-hour day. In doing so, Hoover was gjdaith the liberal wing of the steel industry, led

by Charles R. Hook and Alexander Legge, whose plaatl already instituted the shorter workday,
and who of course were anxious to impose highetsams their lagging competitors. When Judge
Gary of United States Steel and other leading stexel refused to go along, Hoover acted to
mobilize public opinion against them. Thus, he el the national engineering societies to
endorse the eight-hour day, and himself wrote tit@duction to the endorsement. Finally, Hoover
wrote a stern letter of rebuke for President Hagdimhich Harding sent to Gary on June 18, 1923,
forcing Gary to capitulate.



Herbert Hoover also played a leading role in coiNezing labor relations in the railroad industry,
thereby cartelizing that industry still further thbefore and incorporating railway unions withie th
cartel framework. After repeated and largely unsastul interventions to try to gain pro-union
concessions during the railroad strike of 1922, Wodecame a major author — along with union
lawyers Donald Richberg and David E. Lilienthalf-lee Railway Labor Act of 1926, by which the
railway unions got themselves established in tlaeisiry. The ancestor of the New Deal’'s Wagner
Act, the Railway Labor Act, imposed collective bairgng upon the industry; in return, the unions
agreed to give up the strike weapon. The great mbajof the railroads warmly supported this new
departure in American labor relations.(14)

“Herbert Hoover’s entire program of activities ascf&tary of Commerce was designed to advance
the subsidization of industry and the interpenetnabf government and business.”

In a major address before the United States Chamb&ommerce, on May 7, 1924, Hoover
spelled out his corporatist views in some detad.ddlled for the self-regulation of industry by way
of trade associations, farm groups, and unionsa kein strongly reminiscent of English Guild
Socialism, Hoover harked back to the Middle Ageashis model: the guilds, he asserted, obtained
“more stability through collective action.” The jaif the associations was to strengthen “ethical
standards” in industry by eliminating “waste” amteStructive competition.” In short, Hoover was
calling for the national cartelization of industgnder the aegis of government.(15) Samuel
Gompers hailed the address and considered this &eewomic policy” to be the same as the newly
forged position of the AF of L.(16)

Herbert Hoover’s entire program of activities as®tary of Commerce was designed to advance
the subsidization of industry and the interpengnabf government and business. As Hoover’'s
admirer and former head of the United States Chamb&€ommerce put it, Hoover had advanced
the “teamplay of government with the leaders ofrabger in the various industries.”(17) Thus,
Hoover expanded the Bureau of Foreign and Domé&stimmerce fivefold, opening numerous
offices at home and abroad. His trade commissioaecs attachés aided American exports in
numerous ways. He also reorganized the Bureau atongmodity lines, with each commodity
division headed by someone chosen by the parti¢ctdde or industry, from the trade “he knows
and represents.”(18) Furthermore, Hoover promdtedcartelization of each industry by inducing
each trade to create a committee to cooperatethattibepartment of Commerce, and to select the
industry’s choice for head of the commodity divisioOfficials in the Department were
systematically recruited from business, to statheaDepartment for a few years, and then to return
to private business at higher-paying jobs.

One favorite method of Hoover’s for subsidizingvesll as cartelizing exports was to foster the
creation of export-trade associations. Thus, in6192o0over repeatedly urged the coffee trade to
band together and create a National Coffee Couseithat all American coffee buyers could join
together to lower buying prices. Hoover and hieaidraftily suggested to the coffee trade that one
union leader and one woman consumer be named tprdposed Coffee Council as a public-
relations device to relieve public fears of a d118)

The difficulties of forming a coffee cartel proveturmountable; but Hoover had more luck with
the rubber industry, organizing it to fight Britislrtel restrictions on Asian rubber productiornt tha
had been imposed in 1922. Hoover led the rubbarsiing in a drive to induce Americans to buy
less rubber and hence to lower the price, as vgeib gpromote American-owned sources of supply,
by such means as government subsidies to new USitatks-owned rubber plantations in the
Philippines.(20) An American rubber-buying pool westablished in 1926, and lasted until the end
of British restrictions two years later.(21)



As soon as he assumed office, Hoover induced Fmtskdarding to pressure investment bankers to
require that the proceeds of their loans abroaddael to purchase American exports. When little
came of this pressure, Hoover began to threategreesional action if the banks did not agree. For
Hoover, the aim of subsidizing exports was so irtgrthat even unsound foreign loans that could
serve this purpose were considered worthwhile.(22)

Hoover's opposition to foreign “monopoly” did nof course prevent him from supporting a
protective tariff in the United States, thus prawgl privilege to American domestic as well as
export firms. During the 1920s, Hoover was alsdvacin promoting the cartelization of the
domestic oil industry. As an active member of Rtest Coolidge’s Federal Oil Conservation
Board since its inception in 1924, Hoover workedc@laboration with a growing majority of the
oil industry in behalf of restrictions on oil proction in the name of “conservation.” This was a
“conservation,” by the way, that was urged regaslief whether American oil resources seemed to
be scarce or superabundant. Hoover was particuladyested in removing antitrust limitations on
industrial cooperation in such restrictive meas(2&y

In the field of coal, Hoover sponsored repeateehapts at cartelization. The first attempt was b bil
in 1921 to establish a federal coal commissionaihey and publish statistics of the coal industry,
SO as to publicize price data and thereby fadditatiustry-wide price-fixing. Failing a commission,
the Department of Commerce was eager to take otattke However, this and a later scheme by
Hoover to encourage marketing cooperatives in dnalexemption from antitrust laws, were
defeated by the opposition of competitive low-cestithern coal operators. Undaunted, Hoover, in
1922, prepared a full-fledged cartelizing plan. Tdes was to establish unemployment insurance in
the coal industry, so designed as to penalizearctst of the plan the part-time and seasonal coal
mines, and thereby to drive these higher-cost mougf business. The coal industry would then
form cooperatives, which would fix and allocate @soon production, putting more mines out of
operation, the owners to be compensated out oihtiteased cartel profits made by the rest of the
industry. The district coal cooperatives were tarkatall the coal and then divide the revenues
proportionately. But once again Hoover could nomomand the needed support from the coal
industry and the public.(24)

Hoover played a similar role in cartelizing thetoattextile industry. Favoring the “open-price”
plan for stimulating price agreements, Hoover usisdDepartment of Commerce to provide the
price publicity that might be illegal for a tradssaciation. Hoover also played a role in forcing th
cotton textile industry to establish a nationwidgher than a regional trade association, to the
delight of the bulk of the industry. Hoover repeliyeurged the many reluctant firms to join this
Cotton Textile Institute, which gave promise oftélizing the industry and eliminating “waste” in
production. Hoover went so far as to endorse, @&71%he CTFs plan to urge each of the member
firms to cut production by a certain definite amb(&2b)

One of the clearest indications of how far remoisidver was from laissez-faire was his leading
role in nationalizing the airwaves of the fledglimgdio industry. Hoover put through the
nationalizing Radio Act in 1927 as a substitutetha courts’ increasing application of the common
law, granting private ownership of the airwave#ho first radio stations that put them into use.(26

One of the most pervasive and least studied metbgde/hich Hoover helped to monopolize
industry during the 1920s was to impose standatidizeand “simplification” of materials and
products. In this way, Hoover managed to elimirthte“least necessary” varieties of a myriad of
products, greatly reducing the number of competitizes, for example, of automobile wheels and
tires, and threads for nuts and bolts. All in abput three thousand articles were thus “simplified



The recommendations for simplification were worked by the Department of Commerce with the
aid of the eager committees representing each.(faje

Hoover’s approach to the farm question was consisterepeated emphasis on the cartelization of
agriculture.(28) At first, the favored means was thubsidizing by government of farm
cooperatives. Hoover helped write the act of Augii821, which expanded the funds allotted to the
War Finance Corporation and permitted it to leméatly to the farm co-ops. He also supported the
farm-bloc bill for an extensive system of Federgketmediate Credit Banks and a Federal Farm
Loan Board, which were to lend federal funds tarfaio-ops. In the Department of Commerce, he
was able to help farm co-ops with marketing prograamd with aid in finding export markets.

Hoover soon enlarged his ideas of farm interventimn was one of the earliest proponents of a
Federal Farm Board, designed to raise and suppart prices by creating federal stabilization
corporations that were to purchase farm products tanlend money to farm co-ops for such
purchases. And to this end, in 1924, Hoover helpate the unsuccessful Capper-Williams Bill.
As a presidential candidate in 1928 he promiseddah®a bloc that he would promptly institute a
farm price-support program.(29) It was a promisat the hastened to keep, for as soon as he
became President, Hoover drove through the AgucalltMarketing Act of 1929. This Act created

a Federal Farm Board with a revolving fund of $B@i0ion to raise and support farm prices and to
aid farm co-ops; the Board was to conduct its pragsing operations through stabilization
corporations for the various commaodities, with togporations also serving as marketing agencies
for the coops. Furthermore, Hoover appointed to Buward representatives of the various
agricultural and farm co-op interests: a cartelamabperated by the cartelists themselves.(30)

Mobilizer and economic planner of World War [; pstent advocate of cartelization and
government-business partnership in stabilizing stigy pioneer in promoting a pro-union outlook
in industry as a method of insuring the cooperatiblabor; booster of high wages as a sustainer of
purchasing power and business prosperity; ardempgment of massive public-works schemes
during depressions; advocate of government progtarhsost farm prices and farm co-ops; no one
could have been as ideally suited as Herbert Grbver to be President at the onset of a Great
Depression and to react with a radical programtatissn to be trumpeted as a “New Deal.” And
that is precisely what Herbert Hoover did. It issaof the great ironies of historiography that the
founder of every single one of the features of KianRoosevelt's New Deal was to become
enshrined among historians and the general publibealast stalwart defender of laissez-faire.

Let us consider the New Deal — a rapid intensificabf government intervention that began in
response to a severe depression, and featuredlization of industry through government-and-
business planning; bolstering of prices and watgsraxpansion of credit; massive unemployment
relief and public-works programs; support of farmces; propping up of weak and unsound
business positions. Every one of these features fauasded, and consciously so, by President
Hoover. Hoover consciously and deliberately brokargly and rapidly with the whole American
tradition of a laissez-faire response to depressism Hoover himself proclaimed during his
presidential campaign of 1932:

.. . we might have done nothing. That would hagerbutter ruin. Instead we met the situation with
proposals to private business and to Congresseofmibist gigantic program of economic defense
and counterattack ever evolved in the history @& BRepublic. We put it into action. . . . No
government in Washington has hitherto considereat th held so broad a responsibility for
leadership in such times. . . . For the first timeéhe history of depressions, dividends, profitsl a
the cost of living, have been reduced before wage® suffered. . . . They were maintained until



the cost of living had decreased and the profith practically vanished. They are now the highest
real wages in the world.(31)

Hoover began his “gigantic” program as soon asstbek market crashed on October 24, 1929. His
most fateful act was to call a series of White HoG®nferences with the nation’s leading financiers
and industrialists, and induce them to pledge Wexe rates would not be lowered and that they
would expand their investments. Hoover explainexilghneral aim of these conferences to be the
coordination of business and government agenciesnierted action. Industrial group after group
pledged that wage rates would be maintained. Hoogested that, contrary to previous depressions
when wage rates fell promptly and rapidly (and,might add, the depression was then soon over),
wage rates must now be the last to fall, in ordeprop up mass purchasing power. The entire
burden of the recession, then, must fall upon lssinprofits. The most important of these
conferences occurred on November 21, when such greastrial leaders as Henry Ford, Julius
Rosenwald, Walter Teagle, Owen D. Young, AlfredSRan, Jr., and Pierre du Pont pledged their
cooperation to the Hoover program. These agreenmers made public, and Hoover hailed them
at a White House conference on December 5, as dwvafi@e in the whole conception of the
relationship of business to public welfare . falacry from the arbitrary and dog-eat-dog attitade

. . the business world of some thirty or fortyagse ago.” The A F of L lauded this new
development; never before, it proclaimed, have ittteistrial leaders “been called upon to act
together . . .”(32) By the following March the AF lowas reporting that the big corporations were
indeed keeping their agreement to maintain wagss r&3)

In September, 1930, Hoover took another step tewelunemployment and, by the way, to prop up
wage rates. By administrative decree, Hoover ieatfbarred almost all further immigration into
the country. In keeping with this policy of curimgemployment by forcing people out of the labor
force, he deliberately accelerated the deportatibriundesirable” aliens, the deportation level
reaching 20,000 per year.

The wage agreement held firm in the midst of aatgsaic Depression and unprecedented and
prolonged mass unemployment.(34) In fact, sinceepriwere falling rapidly, this meant that the
real wage rates of those lucky enough to remainl@yed were increasing sharply. The economist
Leo Wolman noted at the time that it “is indeed asgible to recall any past depression of similar
intensity and duration in which the wages of progpevere maintained as long as they have been
in the depression of 1930-31."(35) It was a recbatled by liberals from the AF of L to John
Maynard Keynes. It was only by 1932, after sevegesrs of severe depression and catastrophic
unemployment, that businesses could keep up wage ma longer. When, in the fall of 1931, the
United States Steel Corporation finally summonedhgcourage to cut wage rates, it did so over
the opposition of its own president and to the aatian of William Green that its 1929 pledge to
the White House was being violated.(36) The langend were particularly slow to break the
agreement, and even then many of the cuts were nradexecutive salaries where the
unemployment problem was at a minimum. Even with ¢bts in wages, wage rates fell by only
twenty-three percent from 1929 to 1933 — less tiendecline of prices. Thus, real wage rates
actually rose over the period, by over eight perderthe leading manufacturing industries. The
drop in wage rates had been far more prompt arehsixte in the far milder 1921 depression. In the
face of this record of wage maintenance, the uneynpént rate rose to twenty-five percent of the
labor force by 1933, and to a phenomenal fortyp&rcent in the leading manufacturing industries.
There were, unfortunately, only a few observers aosdnomists who understood the causal
connection between these events: that maintengneage rates was precisely the major factor in
deepening and prolonging mass unemployment anDepeession.(37)



Hoover did his best, furthermore, to engineer asmasnflation of money and credit. In the crucial
figure of government securities owned by the Fddeeserve Banks, Federal Reserve holdings
rose from $300 million in September, 1929, to $0,&4llion in March, 1933 — a sixfold increase.
Ordinarily this would have led to a sixfold expamsibf bank reserves and an enormous inflation of
the money supply. But the Hoover drive for inflatias thwarted by the forces of the economy.
Federal Reserve rediscounts fell by half a billitare to sluggish business demand, despite a sharp
drop in the Federal Reserve’s discount rate; casifirculation increased by one and a half billion
due to the public’s growing distrust of the shakyl @nflated banking system; and the banks began
to pile up excess reserves because of their fearaking investments amidst the sea of business
failures. The Hoover Administration grew livid withe banks, and Hoover denounced the “lack of
cooperation of the commercial banks . . . in treditrexpansion drive.” Atlee Pomerene, head of
the Reconstruction Finance Corporation, went s@$ato declare that any bank that is liquid and
doesn’t extend its loans is a “parasite on the tgu(38) Hoover told Secretary of the Treasury
Ogden Mills to form a committee of leading indualists and bankers to pressure the banks into
extending their credit.(39) By the end of his teand the abject failure of his inflationist program,
Hoover was proposing what are surely typical NevalDmeasures: bank holidays, and at least
temporary federal “insurance” of bank deposits.

In fact, Hoover seriously considered invoking agfiten wartime law making the “hoarding” of
gold (that is, redemption of dollars into gold) rarénal offense.(40) Although he did not go that
far, he did try his best to hamper the workingshef gold standard by condemning and blackening
the names of people who lawfully redeemed theilag®lin gold or their bank deposits into cash. In
February, 1932, Hoover established the CitizengoRstruction Organization under Colonel Frank
Knox of Chicago, dedicated to condemning “hoardessid unpatriotic “traitors.” Leading
industrialists and labor leaders joined the CROoWo also secretly tried to stop the American
press from printing the full truth about the bamkarisis and about the rising public criticism @ h
Administration.(41)

Neither was Hoover lax in increasing the expendguof the federal government. Federal
expenditures rose from $3.3 billion in fiscal 1989$4.6 billion in fiscal 1932 and 1933, a rise of
forty percent. Meanwhile, federal budget receiptsifi half, from $4 billion to less than $2 bilki
demonstrating that Hoover was so much of a protgaksian that he was willing to incur a deficit
of nearly sixty percent of the budget. This waghtt moment, the largest peacetime federal deficit
in American history.

Part of this massive rise of federal expenditurestywas one might expect, into public works. So
promptly did Hoover act to expand public works mesing a $600 million increase by December,
1929) that by the end of 1929 the economist J. MrkCwas already hailing Hoover’s “great
experiment in constructive industrial statesman{#f) In February, 1931, Hoover's Emergency
Committee for Employment was instrumental in pughimough Congress Senator Wagner’s (D.,
N.Y.) Employment Stabilization Act, which estabkshan Employment Stabilization Board to
expand public works in a depression, and a fun@1&0 million to put the plan into effect. In
happily signing the measure, Hoover gave a largeuamof credit to the veteran public-works
agitator, Otto Tod Mallery.(43) In his memoirs, Heo recalled with pride that his Administration
had constructed more public works than had therédmvernment over the previous thirty years,
and that he personally had induced state and Igoaérnments to expand their public-works
programs by $1.5 billion. He also launched the Beyl Grand Coulee, and California Central
Valley dams, and, after agitating for the projeots 1921, Hoover signed a treaty with Canada to
build a St. Lawrence Seaway, a treaty rejectechbySenate.(44) Furthermore, the Boulder project
was the first example of large-scale, federal, iputpose river basin planning.(45)



It must be noted, however, that in the last yeanisfterm, Hoover, the veteran pioneer of public-
works stabilization, began to find the acceleratimgvement toward ever greater public works
going beyond him. As writers, economists, politigabusinessmen, and the construction industry
called loudly for many billions in public works, deer began to draw back. He began to see public
works as costly, and as bringing relief to a sel@group only. He came to favor a relatively greate
emphasis on federal grants-in-aid and on publickeséinat would be self-liquidating. As a result,
federal public-works spending increased only shglauring 1932. As we shall see, Hoover’'s
growing doubts on public works were symptomati@ahore general process of being left behind
by the accelerating onrush toward collectivist kinig that developed during his final year as
President.(46)

Another massive dose of government intervention Wassident Hoover's Home Loan Bank
System, established in the Federal Home Loan Adubf, 1932. Supported enthusiastically by the
building and loan associations, the act paralldlesl Federal Reserve Act in relation to these
associations. Twelve district banks were estabdisheder a Federal Home Loan Bank Board, with
a $25 million capital supplied by the Treasuryaaompulsory, central mortgage-discount bank for
the building and loan industry. Hoover had origingroposed a grandiose national mortgage-
discount system that would also include savingskbaand insurance companies, but the latter
refused to agree to the scheme. As it was, Hoasaptained that Congress had placed excessively
rigorous limits on the amount of discounting thatild be made by the Board; but he did his best to
spur use of the new system.

One of Mr. Hoover’s clearest harbingers of the N@sal was his creation in January, 1932, of the
Reconstruction Finance Corporation. The RFC waarlglenspired by and modelled after the old
wartime War Finance Corporation, which had exteneledrgency loans to business. One of the
leading originators of the RFC was Eugene Meyer Gvernor of the Federal Reserve Board, and
former Managing Director of the WFC; most of thel WFC staff were employed by the new
organization.(47)

The RFC began in the fall of 1931 as the Natiorrald@ Corporation, through which leading banks

were persuaded, at a secret conference with Hanethis aides, to extend credit to shaky banks,
with Federal Reserve assistance. When the banksdalt this scheme, Hoover threatened
legislation to compel their cooperation; in retfwntheir agreement to the NCC, the Administration

agreed that it would be strictly temporary, to eplaced soon by an RFC.

The RFC bill was passed hurriedly by Congress mudey, 1932. The Treasury furnished it with

half a billion dollars, and it was empowered toussiebentures up to $1.5 billion. Meyer was
chosen to be chairman of the new organizationhénfirst half of 1932, the RFC extended, in the
deepest secrecy, $1 billion of loans, largely tmksaand railroads.(48) The railroads received
nearly $50 million simply to repay debts to thegabanks, notably J. P. Morgan & Co. and Kuhn,
Loeb and Co. One of the important enthusiasts li@® policy was Eugene Meyer, Jr., on the
grounds of “promoting recovery” and frankly, of ‘thag more money into the banks.” Meyer’s

enthusiasm might well have been bolstered by tbetfeat his brother-in-law, George Blumenthal,
was an officer of J. P. Morgan & Co., and that imagelf had served as an officer of the Morgan
bank.

But Hoover wasn’t satisfied with the massivenesshef RFC program. He insisted that RFC be
able to lend more widely to industry and to agtiard, and that it be able to make capital loans.
This amendment — the Emergency Relief and Congruéict — passed Congress in July, 1932; the
Act nearly doubled total RFC capital from $2 billito $3.8 billion, and greatly widened the scope
of RFC lending.(49) During 1932, the RFC extendmhk totalling $2.3 billion.



Herbert Hoover’s enthusiasm for government aidnttustry and banking was not matched in the
area of Depression relief to the poor; here higinos were much more voluntarist. Hoover
steadfastly maintained his voluntary relief positiontil mid-1932. As early as 1930/31, he had
been pressured on behalf of federal relief by Calagkrthur Woods, the Chairman of Hoover’s

Emergency Committee for Employment, who had presliplbeen a member of Rockefeller’s

General Education Board. But in mid-1932 a group ledding Chicago industrialists was

instrumental in persuading Hoover to change hisdnand establish a federal relief program. In
addition to widening the powers of the RFC loansnidustry, Hoover's Emergency Relief and

Construction Act was the nation’s first federalietlegislation. The RFC was authorized to lend
$300 million to the states for poor relief.(50)

Throughout the Depression, Herbert Hoover gave teiis long-standing dislike of speculation

and the stock market. In the fall of 1930, Hooueeatened federal regulation of the New York
Stock Exchange, hitherto thought to be constitailgnsubject only to state regulation. Hoover

forced the Exchange to agree “voluntarily” to withdh loans for purposes of short selling. Hoover
returned to the attack during 1932, threatenin@radaction against short selling. He also induced
the Senate to investigate “sinister . . . bearsfamh the Exchange. Hoover seemed to find it sinful
and vaguely traitorous for the stock market to gidgock values on the basis of current (low)
earnings. Hoover went on to propose what later cianpass as the New Deal’'s SEC, a regulation
that Hoover openly applauded.

Hoover's Federal Farm Board was ready to move winen Depression arrived and the FFB
proceeded on its proto-New Deal farm policy of @ipéing to raise and support farm prices.

The FFB’s first big operation was in wheat. The Bbadvised the receptive wheat farmers to act
like cartelists, in short to hold wheat off the ketrand wait for higher prices. Soon it began talle
$100 million to wheat co-ops to withhold wheat &®cnd thereby raise prices; and it established a
central grain corporation to centralize and coatinthe wheat cooperatives. When the loans to
coops failed to stem the tide of falling wheat psicthe grain corporation began to buy wheat on its
own. The FFB loans and purchases managed to sughedt prices for a time; but by the spring of
1930 this had only aggravated the wheat surplusdhycing farmers to expand their production,
and the only result was further declines in price.

It became clear to the Hoover Administration thegt tartelizing and price-raising policy could not
work unless wheat production was reduced. A typldabverian round of attempted voluntary
persuasion ensued, led by the Secretary of Agurtind the FFB; a group of economists was sent
from Washington to urge the marginal Northwestelimeat farmers — the original agitators for
wheat price supports — to shift from wheat into sasther crop. Secretary of Agriculture Arthur M.
Hyde and the FFB’s Alexander Legge toured the MidMest, urging farmers to lower their wheat
acreage. But, as could have been foreseen, natesahoral exhortation was effective, and wheat
surpluses continued to pile up and prices to fBYy. November, the government's Grain
Stabilization Corporation had purchased over 63ianilbushels of wheat to hold off the market,
but to no avail. Then, in November, 1930, Hooveharized the GSC to purchase as much wheat
as might be necessary to stop any further fall reat prices. But economic forces could not be
defeated so easily, and wheat prices continuedllitdFinally, the FFB conceded defeat and dumped
its accumulated wheat stocks, further intensifyttmg fall in wheat prices.

“Herbert Hoover’s enthusiasm for government aidngtustry and banking was not matched in the
area of Depression relief to the poor; here higsnos were much more voluntarist.”



Similar price-support programs were tried in coftbat with similar disastrous results. Chairman
James C. Stone of the Federal Farm Board eventtrigtbbilize the state governors to plow under
every third row of cotton, but still to no availin8lar calamitous attempts at cartelization occdrre

in wool, butter, grapes, and tobacco.

It was becoming clear that the cartelizing progm@mnld not work unless there were compulsory
restrictions on production; there were simply toany farmers for voluntary exhortations to have
any effect. President Hoover began to move downrte, recommending at least that productive
land be withdrawn from cultivation, that crops Bewed under, and that immature farm animals be
slaughtered — all to reduce the very surplusesHbat/er’s price supports had accumulated.(51)

Meanwhile, President Hoover pursued cartelizatioather fields with more success. In May, 1931,
he ordered the cessation of new leases in thedetmests for purposes of lumbering. He also
withdrew over two million acres of forest land frgoanoduction and into “national forests,” and
increased the area of national parks by forty pers2)

Hoover put through the McNary-Watres Act of ApfiB30, which deliberately used postal air-mail
subsidies and regulation to bring commercial adirunder federal organization and control.
Hoover’'s admiring biographers wrote that, as altesfuthis law: “The routes were consolidated
into a carefully planned national system of comna¢rairways . . . The Nation was saved from a
hodgepodge of airways similar to the tangle thatdr@awn up in rail transportation. “(53)

Hoover also urged upon Congress what would have biee first federal regulation of electric
power companies. Hoover’s original proposal wagive the Federal Power Commission the power
to set interstate power rates in collaboration sttite power commissions. But Congress refused to
go that far, and the FPC, although expanded, cosdirio exercise power only over water power in
rivers.

In the coal industry, Hoover sympathized with thppalachian Coal combine, which marketed
three-quarters of Appalachian bituminous coal, m atempt to raise coal prices and allocate
production quotas to the various coal mines. Ho@lso called for the reduction of “destructive
competition” reigning in the coal industry.(54)

Hoover was more specific in helping to cartelize dil industry. Hoover and his Secretary of the
Interior Ray Lyman Wilbur stimulated such state§ asas and Oklahoma to pass oil proration laws
in the name of “conservation,” to curtail crude production and thereby raise prices, and to
establish an interstate compact to collaboratenendroration program. Hoover also aided these
laws by suspending all further oil leases on puldims and by pressuring oil operators near the
public domain to agree to restrict oil production.

In sponsoring and encouraging proration laws palgity, Hoover was taking his stand with the
large oil companies. Hoover's and Wilbur's suggestiof general Sunday shutdowns of oil
production was approved by the large companies,dbtgated by the opposition of the smaller
producers. The smaller firms particularly urgedratgctive tariff on imported crude and petroleum
products, which Hoover finally agreed to in 193ReTariff served to make the domestic cartel and
proration laws more generally effective. In itstriesion of imports, the tariff demonstrated thiaé t
drive for proration laws had little to do with silggonserving domestic oil reserves, but was rather
aimed at cutting the supply of oil available to tmmestic market.

Despite these services by Hoover, the oil industag still restive; the industry wanted more, it
wanted federal legislation in outright support estricting production and raising prices. Here, too



President Hoover was beginning to lose the leagedithe accelerating cartelization movement in
American industry.(55)

In the cotton textile industry, the trade assoorgtihe Cotton Textile Institute, which had longbe
close to Hoover, cunningly decided to press for apatistic curtailment of production under the
guise of “humanitarianism.” The device was to ¢atlthe abolition of night work for women and
children; such a drive was neatly calculated toeapfpoth to Hoover’'s (and to the industry’s)
monopoloid convictions, as well as to his humaratarhetoric. CTI's campaign of 1930/31 to
pressure the various mills to abolish night workvi@men and children was substantially aided by
Hoover and his Department of Commerce, who actitiedlped to whip the non-cooperators into
line.” Hoover publicized his firm support, and Setary of Commerce Lamont sent personal letters
to cotton textile operators, urging their adheretwcéhe plan.(56) Intense Administration pressure
continued throughout 1931 and 1932. Lamont callegpecial conference to which he brought
several leading bankers and the endorsement oféfdopressure the holdouts into line.

But this cartel scheme also failed, for cottonitextrices continued to fall. As a result, comptian
with the curtailment of production began to cratke cartel failed for reasons similar to the falur
of the FFB: despite the intense Administration pues, the production cuts remained only
voluntary. So long as there was no outright govemia compulsion on the textile firms to obey
the production quotas, prices could not be rai®d1932, the cotton textile industry, too, was
becoming impatient with its old friend Hoover; thlustry was rapidly beginning to agitate for
governmental coercion to make cartelization worK.(5

This attitude of the cotton textile, petroleum, agticultural industries spread rapidly throughout
American industry during 1931 and 1932: an impatewith the pace of America’s movement
toward the corporate state. Under the impact ofGiheat Depression, American industry, along
with the nation’s intellectuals and labor leaddrsgan to clamor for the outright collectivism of a
corporate state; for federal organization of tradsociations into compulsory cartels for restrggtin

production and raising prices. In short, a gengeahor arose for an economy of fascism.

The most important call for the compulsory carggiian of a corporate state was sounded by
Gerard Swope, the veteran corporate liberal whaldwaGeneral Electric. Swope delivered his
famous “Swope Plan” before the National Electrig@nufacturers Association in the fall of 1931,
and it was endorsed by the United States Chamb&oaimerce in December.(58) Particularly
enthusiastic was Henry I. Harriman, president & @hamber, who declared that any dissenting
businessmen would be “treated like any maverick They'll be roped and branded, and made to
run with the herd.”(59) Charles F. Abbott of the Amean Institute of Steel Construction hailed the
Swope Plan as “a measure of public safety” to coimkn on “the blustering individual who claims
the right to do as he pleases.”(60) The AF of Lagsed a similar program, with a slightly greater
share to go to the unions in overall control; gatarly enthusiastic were John L. Lewis and Sidney
Hillman, later to form the New Deal-oriented CIQL)6

Dr. Virgil Jordan, economist for the National Inthied Conference Board, summed up the state of
business opinion when he concluded, approvingh blusinessmen were ready for an “economic
Mussolini.”(62)

In the light of Herbert Hoover’s lengthy corporattsireer, the business leaders naturally expected
him to agree wholeheartedly with the new drive taiMausiness collectivism.(63) Hence they were
greatly surprised and chagrined to find Hoover glyadrawing back from the abyss, from pursuing
the very logic toward which his entire career hadrbleading.



It is not unusual for revolutions to devour thaathfers and pioneers. As a revolutionary process
accelerates, the early leaders begin to draw brack the implicit logic of their own life work and

to leap off the accelerating bandwagon that theyndelves had helped to launch. So it was with
Herbert Hoover. All his life he had been a dedidaterporatist; but all his life he had also liked t
cloak his corporate-state coercion in cloudy vaust generalities. All his life he had sought and
employed the mailed fist of coercion inside theveelglove of traditional voluntarist rhetoric. But
now his old friends and associates — men like dngitime aide and Chamber of Commerce leader
Julius Barnes, railroad magnate Daniel Willard, amdlstrialist Gerard Swope — were in effect
urging him to throw off the voluntarist cloak and adopt the naked economy of fascism. This
Herbert Hoover could not do; and as he saw the memad he began to fight it, without at all
abandoning any of his previous positions. Herbeyowér was being polarized completely out of
the accelerating drive toward statism; by merelyaading at a far slower pace, the former
“progressive” corporatist was now becoming a tinmdderate in relation to the swift rush of the
ideological current. The former leader and moldesmnion was becoming passé.(64)

Hoover began to fight back, and to insist that rage proportion of individualism, a certain degree

of the old “American system,” must be preservece Bwope and similar plans, he charged, would
result in a complete monopolization of industry,ulbestablish a vast governmental bureaucracy,
and would regiment society. In short, as Hooved tdenry Harriman in exasperation, the Swope-
Chamber of Commerce Plan was, simply, “fascism)'(@&rbert Hoover had finally seen the abyss
of fascism and was having none of it.

Franklin Roosevelt was to have no such scruplesoveits decision had vital political
consequences: for Harriman told him bluntly at #tart of the 1932 campaign that Franklin
Roosevelt had accepted the Swope Plan — as heowaewe amply with the NRA and AAA. If
Hoover persisted in being stubborn, Harriman warrteé business world, and especially big
business, would back Roosevelt. Hoover's brusgsenidsal led to big business carrying out its
threat. It was Herbert Hoover’s finest hour.(66) éioa’s legion of corporate liberals, who found
their Holy Grail with the advent of Franklin Roos#s New Deal, never forgave or forgot Herbert
Hoover’'s hanging back from America’s entry into tReomised Land. To the angry liberals,
Hoover's caution looked very much like old-fashidnkissez-faire. Hence Herbert Hoover's
pervasive entry into the public mind as a douglitgnapion of laissez-faire individualism.(67) It
was an ironic ending to the career of one of tleagpioneers of American state corporatism.
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