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Prefatory Note

The quotations on pp. 693 ff. are from U. S. A., published
by Harcourt, Brace and Company; copyright, 1930, 1932,
1933, 1934, by John Dos Passos. Quotations on pp. 715 f.
are from Conversation at Midnight, published by Harper and
Brothers; copyright, 1937, by Edna St. Vincent Millay.
To Harcourt, Brace and Company we are indebted for the
privilege of making quotations from the works of Kay Boyle,
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To the Vanguard Press we are under obligations for similar
privileges in connection with the works of James T. Farrell.
With respect to quotations from other contemporary sources,
we have cited the names of authors and their works and
desire to express here our appreciation of the considerations
extended to us by members of the Republic of Letters and
their publishers.
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AMERICA IN MIDPASSAGE

CHAPTER |
The Golden Glow

A FTER the long and toilsome rise, American civilization
reached, at the summer solstice of Normalcy, the
high plateau of permanent peace and prosperity — in

the generd opinion of busness organizers, bankers, guar-
dians of the National Shrine in Wall Street, bondsalesmen,
grateful holders of stocks, lawyers, doctors, editors, writers,
columnists, artists, architects, actors, philosophers, econo-
mists, scientists, engineers, teachers, professors, women of the
leisure class, the aristocracy of labor, and the politicians of
the right direction. Notes of jubilee drowned the plaintive
cries of farmers and the queasy doubts of querulous critics.
According to the golden appearance of things, ingenuity
3
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would create novelty upon novelty, gadget upon gadget,
to keep the nation's machines whirling; inevitably outlets
would be found for the accumulations of capital and the
torrents of commodities; and employment would be afforded
for laborers befitting their merits and diligence. Articles for
comfort and convenience, devices for diversion and amuse-
ment were multiplying with sensational rapidity, giving
promise of a satisfaction even more gratifying. Corporations
were swelling in size, holding companies were rising to dizzy
heights, the tide of liquid claims to wealth wasfloodingin.
Since, it was thought, the morale of the nation was grounded
in ineradicable virtues and sustained by a beneficent religion,
American civilization waswell fortified against all varieties
of untoward experience.

Reassured by the solidity of business, educators drove
ahead with plans for buildings, campuses, and endowments
still more magnificent, to fit the youth of the land for enter-
ing upon the heritage prepared and guaranteed by their
ancestors. Pouring out from the seats of learning, hopeful
graduates, with diplomas in tfceir hands and benedictions
on their heads, looked forward in confidence to security in
the professions, services, polite callings, or dainty domes-
ticity. For consumers there were to be automobiles, radios,
electric refrigerators, silk stockings, lingerie, and cosmetics,
if necessary on the installment plan, with no payment down.
Wherever, in the worst of excellent circumstances, unfortu-
nates required succor, an appeal could be made to private
philanthropy that the homeless might have their shelter and
the hungry their bread.

This permanence and beneficence seemed doubly guar-
anteed by a strong government, under the watchful guard-
ianship of nine impeccable judges soon to be housed in the
resplendent Palace of Justice at the national capital. Under
political institutions inherited from prudent forebears and
solidified by respectful practice, the people ruled through
laws of their own making, within the fixed limits of the Con-
stitution; and as it had been it might ever be. No powerful
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faction challenged the form of government or threatened
the vested rights of property. Nowhere in shadows lurked
a Catiline. The continental home of the nation, with its
outlying possessions, was guarded by an army and a navy
whose renown had never been darkened by defeat in war.
Relations with other governments were now pacific. Hav-
ing disclaimed pretensions to larger empire, the United
States could face the future without fear of perilous conflicts
upon land or sea. Foreign trade was increasing in volume,
as loans were granted to impoverished or backward econ-
omies abroad, stimulating domestic industries, expanding
employment, swelling the coffers of bankers and capitalists
with commissions and profits, and adding the bonds of
interest to the ties of international humanity. With the
older generations still remembering the last armed contest,
and the new generation not old enough to lust after its
experience in another, the weary nations of the earth were
ready to renounce war as an instrument of national policy
and enter upon an endless age of peace. So, at least, it
seemed in the generality of opinion.

§

This generality of opinion was incarnate in Calvin Cool-
idge, President of the Republic. Looking out upon the
scene, he pronounced it fair and good. He had been elected
by atriumphant majority against all opposition in 1924, and
as he contemplated the coming years he saw every reason
for exulting in their promises. In his own personality he
typified the virtues which were celebrated on ceremonial
occasions as the unfailing sources of prosperity and accumu-
lation: thrift, prudence, and simplicity. Therewas firmness
in his character, suggesting the granite of the Vermont hills
amid which he had been reared. And his virtues were
widely acclaimed by Americans of his generation in the
plenitude of their wealth. His crisp and homely aphorisms
excited pleasure in the drawing rooms of Park Avenue and
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in the exclusive clubs of Chicago and San Francisco. Stories
of his passion for economy in private and public expenditures
were told and retold in Palm Beach, Newport, and Aiken at
Lucullan feasts typical of the golden age. When he set his
face like flint against high taxation of the rich and demanded
areduction in public outlays, he heightened their confidence
in the future of the country and its institutions. When he
scolded critics in Congress, scorned the appeals of progres-
sives, and braved the laughter of the amused minority, he
added to the assurance which resisted the spirit of innovation
in matters economic and political. Aslong as Calvin Cool-
idge stood on guard at the White House with the executive
veto, those who shared his sentiments could maintain their
faith in the bright image of today and tomorrow.

In case an executive veto failed to block any objection-
able measure driven through the Congress of the United
States by the tumult of democracy, the Supreme Court
remained as the ultimate bulwark under the aegis of the
Constitution. Its personnel, carefully selected, offered a
guarantee of caution and conservatism. Over that tri-
bunal presided William Howard Taft as Chief Justice, a
jurist with long political experience. As a candidate for
the presidency on two occasions and as President for four
years, he had fully certified his views to the whole country.
After a period of retirement, following his conflict with the
Progressives and his defeat in 1912, he had been elevated to
the supreme bench by President Harding. The genera
conceptions of the Constitution and the rights of property
entertained by the Chief Justice were shared by three col-
leagues— Justice Pierce Butler, formerly a mighty rail-
road lawyer in the West, Justice George Sutherland, once a
leader of the Republicans in the Senate, and Justice Edward
T. Sanford, who had come to his post from a lower court.
These three had aso been nominated by President Harding
with due reference to their qualifications. With them were
affiliated, in matters of essential doctrine, Justice Willis
Van Devanter, distinguished by a career of services in the
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Republican party and chosen for the bench by Taft while
he was President of the United States, and Justice James
Clark McReynolds, whom President Wilson had trans-
lated from the office of Attorney General — making a safe
majority of six against almost any piece of |egislation deemed
unfriendly by theleading beneficiaries of the great prosperity.

The weight thus provided for the scales of justice was
somewhat balanced by three members of the Court who
constantly warned their brethren against substituting their
economic predilectionsfor the provisionsof the Constitution.
Old and crowned with honors, Justice Oliver Wendell
Holmes led this group; he had been chosen by President
Theodore Roosevelt for the purpose of tempering the
harshness of corporation law with the humanity of juris-
prudence. Akin to Justice Holmes in spirit was Justice
LouisD. Brandeiswhosework in labor and social legislation
President Wilson had recognized by appointing him to this
permanent position on the bench. The third member of
the triumvirate was Justice Harlan F. Stone, elevated by
Coolidge, the youngest of the nine in point of service and
differentiated from his two colleagues by varied experiences
as dean of the Columbia University Law School, practi-
tioner in New Y ork City, and Attorney General of the United
States. Though these three Justices, powerful in learning
and in gifts of expression as they were, could by no means
dominate the Court, in time of sharp division they could
dissent; and again and again one or more of the three did
dissent with reasoned and pungent arguments against de-
cisions of the majority affecting gains, profits, and incomes,
especially in respect of statutes violating the Social Statics
of Herbert Spencer. But on such occasions they could not
issue orders in the name of the Court. That function was
reserved to the majority.

While President Coolidge was in the White House and
the Supreme Court was dominated by Justices of kindred
conceptions, insurgents in the national legislature could do
little or nothing to dim the light of the fair prospect. The
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elections of 1926 had given the Republicans a safe working
majority in the House of Representatives. In the Senate
remained the apostles of Normalcy: James E. Watson of
Indiana, David A. Reed of Pennsylvania, Reed Smoot of
Utah, and Francis E. Warren of Wyoming. In all the main
points of doctrine President Coolidge could rely upon their
orthodoxy. On the face of things there were forty-eight
Republican members in the Senate, forty-seven Democrats,
and one Farmer-Labor spokesman. But appearances were
somewhat illusory. Among the Senators nominally of his
own party, with whom the President had to work, were
Smith W. Brookhart, a radical agrarian from lowa; James
Couzens, an independent millionaire from Michigan; George
W. Norris, the indomitable radical from Nebraska; and
Robert M. La Follette, Jr., heir of his father's devotion to
democracy and a strong defender himself. The presence of
these men in the Senate meant that every policy presented
by President Coolidge would be mercilessly examined, if not
torn to tattersin debate. But, after all, they wereaminority
and they could accomplish littlein the line of positive action.
They could combine with Democrats in pushing investi-
gations of the oil scandal that had marred the Giant Mas-
querade during Harding's administration and in approving
inquiries into other forms of cooperation between the Gov-
ernment and business enterprise; yet, while the bright
hues of prosperity lay upon the cities, few people were really
disturbed by incidents of scandal and corruption, as the
election of 1924 had demonstrated.

§

Given his scheme of values and outlook upon life, his back-
ground and purposes, President Coolidge was obliged to
devote special consideration to matters of national finance
and economy. In this domain he found the situation on the
whole excellent though open to improvement by the exercise
of prudence.
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At its peak in 1919, the interest-bearing debt of the United
States had stood at the staggering sum of $5,700,000,000 in
round numbers. At the close of the fiscal year in 1928 it
had been reduced to $ 17,318,000,000. At the same time the
Treasury reported that the surplus of revenues over expendi-
tures for the fiscal year amounted to nearly #400,000,000 —
of which a part was from non-recurring sources. "We are
striving, as always," said the President to the federal officials
responsible for budget estimates, "to pave the way for
further reduction of debt and of taxes. This in itself necessi-
tates unremitting effort to hold the level of our expenditure
program." At the existing rate of debt retirement, the
Treasury could count on a trivial debt at the end of fifteen
or twenty years.

Moreover the present burden was offset, in the calculations
of that department, by the obligations of foreign govern-
ments to the amount of nearly $11,000,000,000, all evidences
of World War debts. Belgium, Estonia, Finland, Great
Britain, Hungary, Italy, Latvia, Lithuania, Poland, and
Rumania had delivered their bonds to the Treasury. Greece,
Czechoslovakia, and Yugoslavia were on the point of de-
positing their pledges, and the war debt-refunding agreement
with France was in process of successful negotiation. Among
the great powers indebted to the United States, only Russia
was set down as a recalcitrant defaulter. With debt retire-
ment proceeding rapidly, with a surplus for the fiscal year,
and with the bonds of great powers in hand or on the way,
President Coolidge and his Secretary of the Treasury,
Andrew W. Mellon, reviewed achievements with pride
and looked forward with composure, in matters of public
finance.

The sphere of business which President Coolidge surveyed
at the close of 1928 likewise presented attractive prospects.
Experts who watched the barometers of "free" enterprise
cited impressive gains over the previous year, in check
transactions, the advance of railway shares on the market,
and the material appreciation in industrial stocks. The
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New Y ork Exchange reported that the volume of operations
for the twelve months exceeded the total of the previous
year by nearly fifty per cent and the total of 1926 by almost
eighty per cent. Collaterally, brokers' loans for dealings in
stocks had broken into a "new high" and interest rates
were rising. It was with some justification in "facts and
figures" that President Coolidge, in his final annual message
to Congress, rejoiced that the country was in an "era of
prosperity more extensive and of peace more permanent"
than ever before in its history. To this prosperity, he ad-
mitted, there might be perils; but not while his policies
were cherished and continued by the nation. "The main
source of these unexampled blessings,” he insisted, "lies in
the integrity and character of the American people."

When President Coolidge found one sector of business
enterprise, namely high-seas shipping, less prosperous than
others, he suggested ways and means of amelioration.
Under his guidance Congress lent the financial assistance of
the Federal Government to that needy industry, by passing
the Merchant Marine Act of 1928. Under this measure the
Postmaster General was authorized to award contracts for
the carriage of mails to all ports not covered by the coast-
wise shipping laws. But instead of paying shippers a fixed
sum per pound of mail transported, as under previous
legislation, he could now allow them a certain amount for
every mile traveled on the outbound voyage from the United
States, regardless of the quantity of mail on board. Al-
though the rates varied according to the tonnage and speed
of the ships, the maximum payment could run as high as
twelve dollars per nautical mile. Besides making generous
grants to shipowners for the carriage of mail, the Govern-
ment continued the practice of lending money at low rates
of interest for the construction and repair of vessels, and
permitted operators to employ naval officers on leave with
half-pay from active service. This Act, as a commissioner
of the Shipping Board explained, offered to the shipping
business the most lucrative subsidy in the world. As later
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investigations disclosed, the statement proved correct, in-
deed startlingly correct. Lest some mistake occur in the
matter of lucrative returns, Congress provided that the
Government should continue to operate at its own loss the
"pioneer lines" that were not paying their expenses, and
then transfer them to private owners as soon as a profit
appeared on the balance sheets.

§

That the masses in cities and rural regions might dwell in
the effulgence of the golden glow, leaders in business enter-
prise offered stocks and bonds to "investors" and country
banks. Investment houses, often affiliated with great
banking institutions, established branches all over the
country, tied together by leased wires for instant communica-
tion. They organized selling forces, headed by high-powered
drivers who "pepped up" salesmen by their florid orations
on the "merits" of the "securities" offered to the public,
and by promising bonuses and promotions for success in
disposing of stocks and bonds.

Young men fresh from academic groves, Bachelors of Arts
in one thing or another, were recruited by the tens of thou-
sands and drilled into rank and file salesmen for the highways
and the byways. On trains, in airplanes, and by automobile,
they sped hither and yon looking for customers. To some
were assigned " the big game" — men and women who could
buy shares in thousand lots and bonds by the block. To
others was given the task of visiting small cities and towns,
dangling prizes before little bankers, and charming men
and women into exchanging their cash or prime securities
for the new offerings that often promised higher rates of
interest and better opportunities for profits than old and
seasoned paper. Flaming youth seemed to have unlimited
economic opportunities at least, jselling liquid claims to
wealth. With banks and brokers establishing specia de-
partments to take care of women as customers, college
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girls found a new avenue of equality stretching out before
them.

Apparently impatient over the volume of security issues
that accompanied the construction of new plants and the
expansion of old industries, enterprising men of affairs set
feverishly about the manufacture of additional stocks and
bonds by the formation of holding companies. In thefield of
electric power, for example, such a company would buy a
controlling interest in a number of concerns engaged in the
actual operation of electric plants. It did not operate itself;
it merely "held." The money for this transaction the com-
pany acquired by selling its own stocks and bonds to the
eager public so eloquently described in the financial columns
of the newspapers. Not content with simple operations,
imaginative financiers formed super-holding companies,
that is, corporations which united holding companies based
upon control over operating concerns. As imagination ex-
panded, holding company was piled upon holding company
until the pyramid threatened, like the Tower of Babel, to
pierce the heavens. Nor was ambition limited to single
industries. One financial skyscraper, through an intricate
network of holding concerns, gathered under its top concern
railways, terminals, trucking companies, coal mines, orange
groves, real estate developments, office buildings, a hotel, a
bridge, a ferry, a heat, light, and power plant, a dock, and a
winter resort, in addition to a number of enterprises more
difficult to classify. Nothing that Lemuel Gulliver saw in
Brobdingnag, not even corn astall as trees, wasmore fantastic
in conception and appearance.

As the structure of a holding company rose and expanded,
it was customary for its directors to "write up,” that is,
inflate, the actual value of the subsidiaries acquired and to
issue stocks or bonds, or both, founded upon the new
"values." Since, in thefield of public utilities, the holding
company operated usually in two or more states, it was
almost entirely free from the control, such as it was, exer-
cised by stateutility commissions charged with responsibility
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for assuring the public that stocks and bonds represented
tangible wealth or the requirements of prudent investment.
So emancipated, operating hither and yon, the holding
company could add almost any nominal values it liked to the
real and tangible values attached to underlying property.
It could float and advertise stocks and bonds resting on
hopes, speculations, and other intangibles, within the loose
and vague boundaries set by the law of fraud, as liberally
interpreted by the courts.

Not even in the days of The Octopus had financiers been
able to get control over so much property by selling the
securities of their companies to the public and using the
money to purchase widely scattered and numerous minor
concerns. To the wealth acquired by this process was added
income derived from "servicing" the subsidiaries, controlling
the salaried positions in the lower companies, and dominat-
ing the purchase of their supplies. Seldom if ever had the
"natural forces of free enterprise” been so freely unleashed
to gather in the investor's money and lay duties on the
consumer's dollar. With prosperity mounting as on the
wings of the morning there seemed to be no limit to the
volume of liquid claims to wealth that could be issued and
sold to the public, or to the profits that could be gathered in
from the sde of paper and the management of underlying
properties. Financiers, bankers, brokers, operators, and
manipulators walked on air, sailed the skies, exuded the
optimism of everlasting progress in their line of enterprise.

While this towering structure of paper claims to property
was rising higher and higher, giving gapers and gazers the
vertigo, the governors of the country laid no profane hands
uponit. They "letit alone" with all the severity demanded
by the stiffest defender of liberty. They did not seek to
regiment the financiers, to dictate to them, to interfere
harshly with the market in bonds and stocks. From the
point of view of free enterprise, which was bound in the
inexorable nature of things, as orthodox economists taught,
to "release productive forces" and make everybody as
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prosperous as humanly possible, the legal conditions pre-
scribed for business by government were ideal, or almost
ideal, especially when taken in conjunction with the tariffs,
bounties, and subsidies added to heap up the measure.
Indeed the governments of many states vied with one
another in giving business enterprise the freest range that
fancy could conceive within any bounds of government.
As practically all the corporations, super-corporations, and
holding companies, which led in this upward rush toward
the sky, derived their charters — that is to say their author-
ity to do "business" — from state governments, politicos in
these little domains, often corporation lawyers themselves,
smoothed the path for incorporators. Although a majority
of states exercised a control more or less strict over the forma-
tion of companies, others imposed no restrictions worthy
of mention and actually invited financiersto come in and
secure authority to behave as they pleased.

Lest the advantages of the liberty available be missed by
financiers, lawyers and enterprisers in the states of freedom
advertised the merits of their commonwealths in blatant
words. A document of invitation carried by The Scientific
American positively shouted to all whom it concerned: "I n-
corporate in Arizona. Complete in | day. Any capitaliza-
tion, least cost, greatest advantages. Transact business any-
where. Laws, by-laws, and forms free." Another beckoned
from the pages of System: "Charters— Delaware best,
quickest, cheapest, most liberal. Nothing need be paid in.
Do business and hold meetings anywhere. Free forms." It
was on the basis of evidence clear and abundant that a wit-
ness declared before a Senate committee in 1937: "States
have turned loose upon the other states a flock of corporate
vultures — | use that phrase deliberately and after mature
consideration — to prey upon the economy and people of the
other states." AlthoughW. Z. Ripley, in hisMain Street and
Wall Street, carefully described this procedure in detail, his
report to the nation made little, if any, impression on busi-
ness men, beyond stirring up a storm of protest against his
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conclusions. After all, the Lords of Creation naturally sup-
posed that they understood corporate enterprise better than
a mere professor. At least, they could afford, in practice, to
ignore his animadversions.

The financial columns of great dailies announced in huge
headlines and flashing descriptions a wide variety of new
issues of stocks and bonds. They drew attention to the bonds
of foreign governments offered at prices to yield six or seven
per cent, or even " better." Why be content, salesmen asked,
with amiserable three or four per cent on American Liberty
bonds ? If the people were squeamish about investing in for-
eign paper, of course they could get American real estate
bonds paying five, six, or seven per cent— first mortgage
bonds at that, guaranteed or unguaranteed, both equally
"sound" and based upon "valuations" made by reputable
firms of engineers and accountants. To investors inclined
toward an e€lastic rate of return, rather than fixed interest,
in order that they might share in the progressive prosperity,
stocks in bewildering array were tendered — common stocks,
Class A stocks, Class B stocks, preferred stocks of the first
and second order, all sponsored by houses of the highest
standing, with powerful New Y ork banks as "trustees." If
the investor desired " the security of diversification" he could
buy stocks in railroads, utilities, foods, drugs, automobiles,
and all the other prime industries of America. If perchance
he distrusted his own judgment in making choices, he could
purchase shares in investment "trusts,” organized by solid
old banking houses or their affiliates. These trusts were
directed by "experts" who bought the securities of ten,
twenty, fifty, or more "selected” industries and invited inex-
perienced men and women to benefit from corporate wisdom
by acquiring shares resting on fractions of many holdings.

While some of the securities so tendered were proclaimed
gilt-edged, others were more or less covertly acknowledged to
be "a bit speculative." Y et was anything really speculative
in an age of rising and endless prosperity ? At all events there
were investors who wanted more than the fixed interest of a
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first-mortgage bond or the modest dividend of a conservative
corporation. They were eager to take a chance or their latent
desires could be awakened by skilled psychologists in saes
manship. So even the oldest and most honorable banking
houses or their affiliates brought out issues that might rise
ten or fifteen points or might not, as events would disclose.
Although advertisements of such prizes were often expressed
in guarded language, the names of the sponsors obscured the
warnings. Lines of fine print in the trust indenture, drawn
by astute lawyers, often provided legal and moral exculpation
for the issuing houses in case of a wreck.

But who read fine print, or understood its terms, if read ?
Nor was it always to the interest of salesmen to draw the
attention of prospects to the stipulations of an indenture that
reduced the equity of the stock to a position far removed
from real value, indeed to a position of mere hopes founded
upon possible, though not probable, contingencies. If sdes
men did duly warn their customers, their side remarks must
have fallen on deaf ears. Why not ? After all, miracles were
happening every day. Radio Corporation of America, which
had once been tossed around at a few dollars a share, was at
ninety-four dollars a share in March, 1928, and was destined
to rise to $549 a share the very next year.

To this enchanting scene all the more appearance of solid-
ity was given by the magic of the sponsorship. A majority of
the men who led in the grand flotations and operations repre-
sented the flower of American culture, if their training in
universities was an index of that culture. Certainly they were
not the Daniel Drews, the Diamond Jim Bradys, the Russell
Sages, and Hetty Greens of the Gilded Age, ruthless plungers,
cut-throat competitors, and grim crushers of the weak who
had risen from the bottom or near it, under thejungle law of
tooth and claw. Of the fifty men rightly classified by Fred-
erick Lewis Allen among the Lords of Creation as the "most
powerful or influential in the Wall Street of 1929," at least
forty were college men. A majority of the forty came from
Harvard, Yale, Amherst, and the Massachusetts I nstitute of
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Technology, from New England institutions, from the home
of Federalism where fortunes had been augmented by the
manipulation of papers since the establishment of the Consti-
tution and the funding of the old state and continental debts.
TheHarvard quota, the largest of all, included such "wizards
of finance" as J. P. Morgan, Thomas Lamont, George Whi t-
ney, George F. Baker, Jr., and Vincent Astor. The men of
collegiate culture were, of course, often jostled by, or associ-
ated with, men who had climbed up from the bottom of the
economic ladder — John J. Raskob, the Van Sweringen
brothers, Clarence Dillon, and Samuel Insull, for example.
But neither thejostling nor the association had tarnished the
finish, theerudition, or thevirtuosity of theuniversity gradu-
ates at the top. The consideration which they enjoyed in all
exclusive circles, their good taste, their correctness of dress,
their respect for religion, property, and monogamy, their
widely-known professions of rectitude, combined to give
strength to the popular faith in the solidity, promise, and
trustworthiness of their financial and business transactions.

§

Nor was the domestic scene alone fair with prosperity and
assurance. To President Coolidge and those who shared his
vision the foreign outl ook was almost equally gratifying. Be-
ing no Caesar or Marcus Aurelius, Coolidge was neither
restive with the longing to enlarge the American empire nor
seriously troubled by its present size and problems. So he
settled down contentedly within the ample reaches be-
queathed by the navy and its affiliated interests in business
and politics. The phantom of Philippine independence raised
by the Democrats had been banished for all time, it seemed,
by the results of the presidential election in 1920. That form
of Americaninterventionin China, known asthe Open Door,
was apparently working smoothly, subject to no threat of an
overt nature, at least from Japan now entangled in the
treaties and naval limitations of the Washington Conference.
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In the Caribbean, as in the Far East, President Coolidge, as
head of the navy, was able to pursue a steady course despite
occasional protests by recalcitrant Senators against the use
of marines— in Nicaragua, Haiti, and Santo Domingo. To
such opposition he replied laconically, in terms that seemed
axiomatic to those who regarded them as axiomatic, that
"American lives and interests" must be protected every-
where.

That the President desired no friction with Mexico, how-
ever, was evident in the chill reception which he accorded to
the importunities of interventionists who called for awar on
that country in defense of American "rights." During his
career in the Senate, Albert B. Fall had clamored for action
in Mexico, but he was now out of the Senate; moreover he
had resigned from the post of Secretary of the Interior and
was under indictment for fraudulent transactions in oil con-
summated during his tenure of office. In the face of con-
tinued demands for strong policy from other interventionists,
President Coolidge appointed Dwight W. Morrow, of the
House of Morgan, ambassador to Mexico in 1927, with the
expectation that he would adjust disputes by measures short
of war. To protect the existing territorial American empire
was one thing. To extend it by expensive adventures was no
part of President Coolidge's program.

While peace reigned within the territorial empire, the
dominion of foreign commerce was expanding and presum-
ably could enlarge forever on the basis of free enterprise.
From year to year, with some fluctuations, sdes to other
nations increased in absolute amounts, although not rela-
tively in ratio to exportable production. The fact that com-
modities of export were shifting from agricultural produce to
manufactured goods, with direful repercussions for labor on
the land, merely confirmed the optimism of leaders in busi-
ness enterprise as they forged ahead in their struggle with
European and Oriental competitors. Between the years 1900
and 1930, agricultural exports fell from 66.2 per cent of the
total export of the United States to 31.8 per cent of the total,
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whilenon-agricultural products, machinery and machinetools
leading, rose from 33.8 per cent of the total to 68.2 per cent.
In the calculation of promoters all this advance was due to
the prowess of American manufacturers, bankers, and sales
men and no visible limitsto everlasting expansion blurred the
future. In theinitiative of business men the regular politicos
exulted and upon it, they were sure, the nation might safely
rely.

The fact that American business men were building branch
factories abroad in the staple lines of industry aso lent appar-
ent confirmation to assurance by giving Americans what was
proudly called a grand "stake" in the fortunes and economy
of other mighty nations. To overcome the barriers of foreign
tariffs or meet the competition of cheaper foreign labor, man-
ufacturing concerns established branches in Canada, Ireland,
Great Britain, Europe, Latin America, and the Far East. |f
fortresses could not be taken by frontal assault, they could be
occupied by boring within the walls. Besides going after for-
eign competitors on their home grounds, American business
men bought the stocks of foreign industrial concerns, thus
winningaminority voice, if notmajority control, and sharing
in any profits that accrued. By 1929 American private in-
vestments of the direct type in manufacturing, merchandis-
ing, mining, smelting, and other enterprises abroad amounted
to the fine-appearing total of $7,477,735,000; and the struc-
ture, to the Lords of Creation, looked as substantial as the
battlements of heaven.

Supplementing the billions directly invested in tangible
commercial and industrial property abroad— property owned
by residents of the United States — were billions invested in
the bonds of foreign governments and the securities of foreign
corporations. At the end of 1930 this type of portfolio invest-
ment, representing “interest capital,” embraced a total of
$7,204,218,000. Within its scope came national, dominion,
provincial, and municipal bonds of governments in Europe,
Canada, South America, Asia, Oceana, the West Indies,
Mexico, Central America, and Africa. According to an
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official estimate as of January 1, 1931, the total of direct and
portfolio investments, combined with minor items, reached
the stupendous sum of $15,170,028,000. When to this aggre-
gation was added the $11,000,000,000, owed to the Govern-
ment of the United States by foreign governments on the
World War account, the American "stake abroad" in the
fates and fortunes of other countries amounted to about
$26,000,000,000 in round numbers. Here, at least, were paper
claims which accountancy viewed as a part of the national
wealth, as signs of power and prosperity. "Evidences" of
such claims were to be found in trust funds for widows and
orphans, in the vaults of local banks, in the treasuries of
universities, and in the strong boxes of American citizens
who had "bought into" American economy triumphant
abroad.

The billions poured from the United States into other
countries enabled foreigners, financially handicapped, to buy
American commodities ranging from wheat to machines by
the shipload and thus gave a powerful stimulus to American
production. With these billions in money went the high-
powered salesmen of private concerns and the commercial
agents of the Federal Government, including under the head
also ambassadors, ministers, consuls, and naval attaches. As
the money and men spread over the earth, the slow-going
British and the still moreleisurely Orientalswere pushed and
jostled by the representatives of American enterprise. From
Copenhagen to Belgrade, from Tokyo to Singapore, from
Liberiato Cape Town, and across the sees to Adelaide, loans
of American money were consummated and the goods of
American industries were deposited. A map of the world
showing trade journeys, the stations visited, and the capital
accounts registered resembled auniversal commercial empire.

If it was not, like the old Roman Empire, marked by one
government and one peace, with proconsuls ruling the prov-
inces, it was at least assured the protection of the United
States navy and it seemed as solid to its promoters and bene-
ficiaries as economic and military power could make any
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system of human affairs. A few obscure and fretful Ameri-
cans presumed to suggest the hazards of defaults and repudia-
tions, but their warnings were as naught compared with the
averment of men mighty in practical aifairs that the stake
abroad was founded on the integrity of business and the good
faith of governments.

§

With industries humming, stocks soaring, and the empire
of American trade expanding, with Europe still weary from
the great blood-letting of the World War, the prospects of
peace seemed as flattering as the opportunities for commer-
cial advantage. Indeed, the time appeared ripe to effect a
closer integration of "world economy" on terms satisfactory
to American business. In the spring of 1927, amid the plau-
dits of peace advocates, a world economic conference, com-
posed of the representatives of fifty nations, including the
United States, assembled at Geneva and established, opti-
mists said, "a landmark in the progress of international
cooperation." As a representative of the Department of
Commerce explained, it was " the first comprehensive gather-
ing of the nations of the world for the purpose of consulting
upon awide range of economic problems and difficulties, with
the double objective of seeking means for the removal of the
obstacles in the way of the revival of general prosperity and
of establishing such principles in economic aifairs as would
help to remove the causes for international friction and en-
sure world peace." The discussions of the conference covered
a wide range, though on vital matters its conclusions were
reserved. It recommended that the nations stop raising tariff
barriers and set about lowering them, saving the "l egitimate"
interests of the various countries and their workers. In re-
spect of American policy that declaration, with the qualifica-
tions, could be regarded as affirming convictions already
entertained.

With the idea of providing more safeguards for the peace
deemed essential to the success of commercial enterprise in
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all forms, President Coolidge called for an international naval
conference to be held at Geneva later in the same year, 1927.
Alleging that the conference might hinder the work for dis-
armament apparently going forward through the League of
Nations, France and Italy declined to participate; but the
representatives of Great Britain, Japan, and the United
States did assemble at Geneva to discuss restrictions which
had been deferred by the Washington Conference held dur-
ing the Harding administration, namely, limitations on
cruisers, destroyers, and submarines. Through many weeks
the delegates argued at Geneva and then, in August, broke
off negotiations without reaching an agreement on these im-
plements of the sea power.

Although the conference did not work out according to
expectations, American newspapers came to the rescue and
dispelled the temporary gloom by laying the blame for the
deadlock and failure on Britain. So instructed by the press,
the American nation couldfindgratificationinitsgood inten-
tions and look forward to bringing Great Britain to reason
at a succeeding convention. Nor was this confidence shaken
three years later when a Senate investigation disclosed the
lobbying and propagandafinanced by American shipbuilding
and other interests at Geneva for the purpose of defeating
the proposed naval limitations.

If at the moment naval armaments could not be limited
and relief granted to taxpayers, at any rate the glow on the
horizon could be heightened by a verbal declaration in favor
of world peace. And when it was made, President Coolidge
declared it "the most important act" of his administration.
The transaction came about in this manner. On April 6,
1927, the tenth anniversary of America's entrance into the
world war, the French foreign minister, Aristide Briand, an-
nounced that France was prepared to enter an engagement
with the United States outlawing war between the two
nations. Although the Department of State in Washington
hesitated, advocates of peace rallied to the proposal and,
after mature consideration, Frank B. Kellogg, the Secretary
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of State, countered the French suggestion with a grand plan
for widening the outlawry of war by means of a general
treaty pledging all nations to pacific methods in the conduct
of their relations.

After negotiations had cleared the way, representatives of
Great Britain, France, Germany, ltaly, Japan, the United
States, and other powers signed at Paris in the summer of
1928 the document known as the Briand-Kellogg Pact, or the
Kellogg-Briand Pact. Their pledge of eternal peace bound
the signatories to "condemn recourse to war for the solution
of international controversies and renounce it as an instru-
ment of national policy in their relations with one another.”
Over their signatures, the nations agreed that the settlement
of their disputes " of whatever nature or of whatever origin
shall never be sought except by pacific means." This Pact
the Senate of the United States ratified in January, 1929,
and President Coolidge appended his signature, in America,
at a special ceremony.

It was not only President Coolidge who rejoiced. To all
appearances the Pact was the true outlawry or renunciation
of war for which the war-weary peoples had long yearned.
The language of the document was clear and luminous.
Diplomats had given it their blessings and through them
responsible governments had plighted their word of honor.
A ritualistic solemnity had enveloped the completion of the
ratification in theUnited States. By collateral statementson
and off the records, it was true, the leading signatories laid
restraintsupon itsterms. Great Britain, for example, reserved
her special interests, France certain continental obligations,
and the United States the responsibilities of the Monroe Doc-
trine. No method was provided for "implementing" the Pact
by coercive measures directed against offenders, and hence
the effort of any foreign office to apply its shining language in
practice might well involve it in difficulties. Nor did the
Pact proscribe in any respect a defensive war, that is, a war
for the defense of national territory against invasion, or, pre-
sumably, national interests, however defined and anywhere.
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But these reservations put little or no damper on the warmth
of the popular enthusiasm which the Pact evoked, except
among the unbelievers to whom the Pact really meant noth-
ing at all. How could such appearances be deceptive, such
dignity disingenuous, such trumpeted honor merely cynical ?
In the age of boundless optimism, with stocks skyrocketing
every day, commerce increasing, profits soaring, the very
suggestion seemed both unwarranted and invidious.

§

Although their views and actions littl e affected the vision
of fair prospects at home and abroad, there were doubters
and critics in Congress not entirely content with the theory
and practice of the great promotion. Among the matters that
engaged the attention of recalcitrant members, including
Republicans aswell as Democrats, two were of major signifi-
cance — the disposition of natural resources still belonging
to the Federal Government and the state of agriculture. The
first presented a double aspect. Immediately involved were
pending inquiriesinto corrupt relations among oil companies,
directors of the Republican party, and officials of the Govern-
ment during theHardingregime. Already the Senateinvesti-
gation committee under the leadership of Senator Thomas J.
Walsh had laid bare specific transactions which showed be-
yond questionthat Albert B. Fall, as Secretary of the I nterior
under Harding, had engineered the leasing of two great oil
reserves to Harry F. Sinclair and Edward L. Doheny on
terms that promised immense profits to their respective con-
cerns. Already it had demonstrated by indubitable evidence
that Secretary Fall had suddenly grown affluent after the
transactions in oil and that he had received money from both
of the gentlemen who had closed advantageous bargains with
the federal administration.

At the very time a court of law was supplying news on the
personal progress of Mr. Fall, the Senate committee was add-
ing new chapters to the oil scandal. In February, 1928, a
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son-in-law of Fall was forced to confess that Harry F. Sin-
clair had given him a large block of Liberty Bonds and a
substantial sum in cash to be transferred to his father-in-law.
But, the witness insisted, the money represented payment
for an interest in Fall's ranch properties which were to be
used as "a gentleman's riding and hunting club." For a
moment the skeptics naturally assumed that there had been
some connection between the transfer of bonds and cash to
Fall and the oil lease that he had granted to Sinclair. In
April, 1928, however, a trial jury thought otherwise. After
two hours' deliberation it acquitted both Fall and Sinclair of
the charge that they had conspired to defraud the Govern-
ment of the United States. Although Respectability prob-
ably vented a sigh of relief, Senator Norris, commenting on
the verdict, remarked for public benefit: "We ought to pass
alaw that no man worth $ 100,000,000 should be tried for a
crime. That at least would make us consistent."

The clean bill of health which the acquittal of Fall and
Sinclair seemed to give to the Party of Prosperity was marred
for another brief season when the Senate committee of in-
vestigation pursued the oil matter a little further and drew
into its dragnet Will Hays, a high counselor of the Party.
Mr. Hays had been chairman of the Republican national
committee during the campaign of 1920 and had served for a
time as Postmaster General under President Harding. Before
the case of Fall and Sinclair had been decided in their favor
— while the presidential election of 1928 was coming into
sight — the Senate committee discovered, through an exami-
nation of Mr. Hays, a trail leading from the oil transaction
straight to the Republican national committee that had
taken charge of the campaign for the election of President
Coolidge four years previously. AsMr. Hays and his brother
had been of counsel for one of Sinclair's oil corporations
before the quest for normalcy began in 1920, and had main-
tained close personal and business relations with Sinclair
subsequently, the discovery was of temporary inconvenience
to the guardians of law and order.
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On the witness stand in March, 1928, Mr. Hays admitted
that he had received from Sinclair in 1923, after the oil scan-
dal had broken, $185,000 in Liberty Bonds as a contribution
toward discharging the deficit of the Republican treasury.
This was in addition to the $75,000 in cash given by Sinclair
to the Republican campaign fund of 1920. In the course of
its investigation, the Senate committee also received testi-
mony to the effect that Mr. Hays had turned some of the
Liberty Bonds over to prominent Republicans in exchange
for cash to be placed in the party chest; and that the Secre-
tary of the Treasury, Andrew W. Mellon, when tendered a
block of these bonds, had rejected them and handed his check
to Hays for $50,000 as a gift. On the Senate witness stand,
Secretary Mellon explained his rejection of the bonds on the
ground that "they had come to me for a purpose which did
not suit me," but added that he had not, at the time, deemed
it necessary to inform the Senate committee of the transac-
tion, merely because Sinclair's bonds had been presented to
the fund of his party.

Having traced oil money to the Republican treasury, the
Senate committee recalled Mr. Hays to the stand and asked
him point blank some relevant questions. At a meeting held
in December, 1923, the Republican national committee had
made preparations for the Coolidge presidential campaign
that was to start actively in a few months. Did the Republi-
can directorate then know about the receipt of the large
contribution to the party funds made by Sinclair, the oil
magnate ? Would Mr. Hays have ventured to tell the party
committee about this contribution ?

To such pertinent queries Mr. Hays replied in language
befitting his state of mind: "I don't think that that situation
would have— 1 hardly know. | don't know whether that
would have — the status of that investigation [the Senate
committee's] would have involved, if there had been a big
contribution at that time, as you say — $135,000. | don't
assume that the status of that investigation was such that it
would have affected the minds of the committee. | don't
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know. Sinclair was regarded, | think, as a rich man. . . .
They [the members of the Republican campaign committee]
did not regard it as you [Senator Walsh] did. | assume that
must be so. | think that time— but this is far-fetched, guess-
ing at themindsof men, asMr. Mellon said, but at that time
rather think, as he said, that the state of mind of the committee
would probably have been one, while not of indifference, but
not of great concern, because | don't think they knew much
of about what you recognized or you thought was fact."

Although Mr. Hays' facile treatment of embarrassing ques-
tions left uncertain the degree of awareness among the mem-
bers of the Republican committee, two impressive facts were
placed on record: Liberty Bonds from Sinclair had helped to
pay off the Republican deficitin 1923 and had aided in clearing
the way for a vigorous campaign to elect President Coolidge
to succeed himself the following year. The silence of Presi-
dent Coolidge on the point led many citizens to assume that
he could have had no knowledge of the transaction, unless
perchance, in the routine of things, Secretary Mellon had
seen fit to give him some information concerning the busi-
ness. So, in the generality of Republican opinion, the Presi-
dent was completely exonerated.

That President Coolidge had lost neither command nor
prestige as aresult of the inquiry into oil and campaign funds,
that he was not to be deflected from his fixed policies by such
revelations, was demonstrated later in the year during a con-
test over the disposal of federal water power at Muscle
Shoals, where a great plant had been developed for war pur-
poses during the Wilson administration. In accordance with
his conception of sound economy, Coolidge proposed to turn
this power over to private interests, openly and on terms not
too onerous for profitable operation.

In response Congress completed on May 25,1928, the pas-
sage of ajoint resolution rejecting this program and substi-
tuting another of its own construction. The resolution pro-
vided for continued government ownership and operation of
the power plant, the addition of new units, the granting of
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preference to municipal and other public bodies in the sde
of current, and use of surplus power in the experimental
development of nitrates. But this was merely an empty
gesture against the enjoyment of the golden glow. As Con-
gress adjourned shortly after the adoption of thejoint resolu-
tion, President Coolidge had an opportunity to ignore it
under the ten-day rule of the Constitution, and he took full
advantage of his opportunity. He made no direct public
comment on the measure. He did not veto it and return it to
Congress for reconsideration. He simply smothered it with a
"pocket veto" and treated the protest of its sponsor, Senator
Norris, with disdain.

§

When the cloud of agrarian unrest, larger than any man's
hand, rose above the scene so perfect to all beneficiaries,
President Coolidge was equally successful in preventing a
deluge. Unquestionably this shadow was ill-boding. Since
the collapse of war prices in 1921, agriculture had been sink-
ing toward or below the level of subsistence, despite the fair
prospects offered by the empire of business, banking, and
investment. Between 1920 and 1933 "one farm in every four
was sold for debts or taxes." The increase of tenancy, already
long in process, was speeded up to a startling momentum. If
the loss of homes and employment, if distress and discourage-
ment, had any meaning in terms of humanity, the plight of
agriculture was certainly tragic. If urban economists knew
little about it and cared less, those financiers who watched
the failure of country banks by the hundreds every year
could not escape taking notice of rural ruin. Moreover there
were business |leaders connected with farm implement indus-
tries who felt the jars of agricultural decline through their
skins if not through the study of statistical tables. Certainly
two among them, George N. Peek and General Hugh S.
Johnson, associated with the Moline Plow Company, knew
that plows could not be sold to bankrupt farmers and they
had agrarian sympathies besides. With whirlwind zeal a few
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men of great energy threw themselves into the growing
farmers' movement and helped bring it to afocus in the farm
bloc in Congress.

By this time the tactics of the agrarians in their battle
with capitalists had radically altered. Greenbackism had
been smothered in 1876, free silver had been covered by an
avalanche in 1896, and victory in those years had given Re-
publican managers a strong sense of security. But inflation,
attacks on banks, criticism of railway rates, and assaults on
the trusts, which had brought nothing but defeats to agrari-
ans, were now put aside by the agricultural bloc for a new
weapon, for an onslaught on the whole philosophy and prac-
tice of business enterprise as sponsored by President Coolidge
and the Republican directorate. Under the genera theory
of the business system, capitalists, farmers, and industrial
workers on the whole received as their reward shares of the
total product rightly and justly proportioned to their respec-
tive contributions. This assumption the agrarians now over-
ruled. In fact at a farm conference called by Henry C.
Wallace, the Secretary of Agriculture, in 1922, a resolution
had been adopted directing Congress and the President to
" take steps immediately to reestablish a fair exchange value
for all farm products with that of other commodities."

In short, powerful spokesmen of powerful agrarian inter-
ests repudiated the whole price mechanism of the capitalist
system. They declared that in the exchanges of the so-called
"free market" farmers did not receive in return for their
produce an equivalent in commodity values; that the market
was "rigged" against them; that capitalism was draining the
wealth of the soil into the cities; that the policy of the Gov-
ernment facilitated the process of exploitation; and that the
Government must intervene positively to put a stop to this,
perversion of fair price adjustments. The agrarian challenge
on this level was persistent and pervasive.

And it had some support from economists of the schools,,
though rarely had American economists-displayed the mili-
tancy of their British colleagues and demanded a complete;
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system of laissez faire, including free trade among nations.
All of them who had the courage of their convictions ad-
mitted that farmers were selling most of their great staple
products at prices determined under the pressures of the
world market and were buying their manufactures in the
domestic market protected against foreign competition by
high tariffs. That was obvious enough and the orthodox
solution was to abolish the protective tariff. But agrarians
knew that this entrenched privilege could not be broken, even
if they desired to break it. So they adopted the view that
they were robbed by a one-sided price mechanism and pro-
ceeded to formulate counter measures based on that inter-
pretation of the American system.

Taking their cue from those protected manufacturers who
sold most of their output at home behind the tariff wall and
unloaded the rest abroad as best they could, the agrarians
formulated their program, later incorporated in the McNary-
Haugen bill, on a kindred philosophy, with variations in
details. Like the beneficiaries of protective tariffs, they called
upon the National Government for aid. They demanded the
creation of a federal farm board endowed with large powers
and supplied with a huge revolving fund of cash. With the
aid of the board, they proposed to dump on foreign countries
the "surplus" in several great staples and to force higher
prices for the remainder in the home market. For the purpose
of covering losses on sales abroad and putting a check on agri-
cultural production, they devised an equalization fee to be
paid by the farmers enjoying this form of federal assistance.
To the utter surprise of urban philosophers who contem-
plated the pageant of industrial prosperity with satisfaction,
the agrarians were able to push the McNary-Haugen bill
through Congress in 1927. Metropolitan editors seemed un-
able to explain the phenomenon save in terms of agrarian
fanaticism — as a mental disease. Recovering their self-
possession, however, after the first outburst, they called upon
the President t& cure this evil at once and for all time by a
resounding veto*
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President Coolidge responded with alacrity in a long
message condemning the bill in gross and detail and stamping
it with a firm veto. The measure was unconstitutional, he
declared. It was an adventure in government pricefixing—
"an economic fallacy from which this country has every right
to be spared." The equalization fee deprived farmers of
property without due process of law. It was, indeed, "a tax
for the special benefit of particular groups" — differing
apparently in this respect from the schedules of protective
tariff acts. When Congress, unconvinced by the President's
condemnation, repassed the McNary-Haugen bill the follow-
ing year, with some changes in detail but not in principle,
once more the President countered by a veto. This time he
expressed his disapproval in language of increased acerbity,
revealing the volcanic emotion with which he contemplated
this form of government intervention in "natural economy."
Y et, after the bill was vetoed, he doubtless looked upon the
agrarian incident as one of the passing, if customary, inflam-
mations of politics.

Having blocked the agrarian movement, assured domestic
tranquillity, and protected American interests abroad, Presi-
dent Coolidge delivered a kind of farewell address to the
world in a speech on Armistice day, 1928. America, he said,
had saved Europe "from starvation and ruin," after the war.
American citizens need not apologize "to anybody any-
where" for any failure to discharge their duty in defense of
world liberty. The settlement of the war debts had been
made on "the merciful principle" of ability to pay. In any
event, Americans could doubtless "better afford to lose them
than our debtors could afford not to pay them." As if ad-
dressing himself to advocates of the League of Nations, he
declared tartly: "We have given of our counsel when asked."
The United States had desired alimitation of armaments, but
foreign governments would limit only the class of combat
vessels" i nwhichweweresuperior” whilerefusinglimitations
on the class in which they were superior. "We are against
aggression and imperialism." Our overseas pOSSEssions,
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except the Canal Zone, are a burden, not an advantage. "We
hold them not as a profit, but as a duty." Our course is set.
We should pursue it "with due humility," and meet our re-
sponsibilities "in accordance with the requirements of con-
science and righteousness."

§

Naturally it was in the cities that the Coolidge system
shone with the brightest lustre. |f agrarians grumbled over
the President's veto of the farm relief bill, his popularity ap-
peared undiminished among industrialists and financiers. In
the cities it was generally agreed, in the spring of 1928, that
he could have the renomination for the asking. However, as
long ago as the previous summer, he had spoken the cryptic
words: " | do not choose to run." Just what the words meant
his friends were not sure and politicians had difficulty in inter-
preting them. Did he mean that he would not be a candidate
again in any circumstances or merely that he did not choose
to wage a personal contest for renomination ? In the uncer-
tainty, his senatorial opponents in February, 1928, adopted a
resolution, proposed by Senator La Follette, protesting
against a "third term." Yet so strong was the public senti-
ment for the President that his friends fostered a "draft
Coolidge movement" even after he had requested local party
managers to refrain from pressing his candidacy. Whether
he genuinely preferred retirement to private life or whether
he wished to set his party free to express itself on the point of
another term, while secretly hoping that it would choose him
on its own volition, remained among the secrets of State.

Whatever the meaning of the President's cryptic words,
other Republicans certainly felt competent to wear his
mantle. Among the aspirants Herbert Hoover, Secretary of
Commerce since 1921, led from the very start. In the final
test at the Republican convention he received the accolade as
the man best fitted to preserve American institutions, sustain
the empire, an4continue the promotion of trade throughout
the earth. Lionifeed as a great engineer, a successful man of
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business, a world-famous humanitarian, he aso enjoyed the
reputation of being an efficient administrator. Who among
all the members of the President's entourage was better
equipped to keep the heavens radiant and assure the un-
broken progress of American civilization ?

Moreover Mr. Hoover had the proper background for a
telling appeal to forty million voters in a popular election:
he symbolized the American tradition of the poor boy rising
by his own initiative to the highest office in the gift of the
nation. Born in lowa, he wore the aura of the soil and typi-
fied the democracy of the Middle West. With this advantage,
easily recalled for addresses to farmers, he had made his spiral
ascent from lowly beginnings, through student days at Stan-
ford University, to participation in professiona and promo-
tional enterprises connected with mines, railways, and metal-
lurgy in Mexico, Italy, Great Britain, China, Russia, and
other foreign countries. He had acquired a competence and
was residing in England when the world war broke out in
1914. Either on his own motion or at the suggestion of the
British government, Mr. Hoover accepted the chairmanship
of a commission formed for the relief of Belgium and in that
position he rapidly became aworld figure. When the United
States entered the war, he served the American Government
in many capacities: as administrator, technician, economist,
and adviser. Foreign governments also called upon him for
aid.

Appointed Secretary of Commerce by President Harding
shortly after the conclusion of the war, Mr. Hoover made that
Department a beehive of activities associated with the pro-
motion of business enterprise, and he sponsored a monument
to his achievementsin the form of a massive building to house
its army of employees. Assisted by a huge staff of experts
he collected information on "trade opportunities" abroad
and disseminated it among American business men seeking
foreign markets for their commodities. For the prosperity of
domestic business he had been no less solicitous. At the same
time he. had escaped the animosity of agrarian leaders;
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though it was privately known that he had no sympathy with
farm relief of the McNary-Haugen type — that his opposi-
tion was positively violent — his official duties had not com-
pelled him to inscribe his antipathy in black and white on the
public record.

All nature seemed conspiring to make Herbert Hoover the
ideal candidate to succeed President Coolidge. Here was an
outstanding business man for a business empire, a vigorous
exponent of prosperity through private liberty and govern-
ment promotion, a man of world experience to deal with
nations that had just renounced war as an instrument of
national policy, ahumanitarian famous from theVolgato the
Yangtze. Who knew better how to keep the ways open for
expanding trade, dissolve clouds of doubt and danger, and
cooperate wisely with private and public beneficence in en-
hancing the values of American civilization? That many
huckstering politicians in his party feared and disliked him,
that the huge Vare-Grundy machine in Pennsylvania sup-
ported him, made little difference in the crucial hour when
enthusiasm carried him to triumph in the Republican con-
vention of 1928 on the very first ballot, with 837 votes out
of 1089.

To reach the White House, however, Mr. Hoover had to
run a gauntlet flanked by Democrats ardently engaged in
promoting the interests of their candidate, Alfred E. Smith,
governor of New Y ork, astute in the ways of politics, and
popular with the "liberals.” For a while it seemed that
Democratic leaders might seek victory in exploiting the
malodorous oil scandals, but they soon put a soft pedal on
such tactics. Neither President Coolidge nor his Secretary of
Commerce, Mr. Hoover, had been directly involved in those
diversions and the Democrats might find the bomb exploding
in their own hands. After all, a stew was brewing in Tam-
many Hall and Mr. Smith had long been associated with that
institution, though he had never been publicly involved in
the turmoil and turpitude that had marked its history and
was himself no more open to scandalous attacks than the
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Republican candidate. A far greater handicap to Mr. Smith's
campaign in a country overwhelmingly Protestant was his
loyal membership in the Catholic Church. Even Southern
Democrats found it hard to approve that religious affiliation
and extremists were inclined to see in his nomination a new
Popish plot.

But Mr. Smith had a certain advantage in the laurel of
liberalism that wreathed his head. He had been a sponsor of
social legislation in the state of New Y ork, both as a member
of the Assembly and as governor. With the help of expert
advisers he had learned to clothe his natural sympathies for
plain people in the language of social workers. He had de-
fended and befriended public education. In times of public
hysteria no official had been stancher in the defense of civil
liberties. He had kept "red baiters" in leash and pardoned
men accused of advocating radical doctrines. He had fought
for the public ownership of water power sites in the Empire
state, led in the reorganization of state administration, and
displayed talents in the conduct of public business. More-
over he had a "humorous way with him" that caught the
fancy of the crowds and, besides, he had been, from the start,
an outspoken opponent of the prohibition imposed on the
sale of alcoholic beverages.

Although the campaign offered to the people a choice be-
tween two distinguished personalities, the platforms of the
two parties presented no sharp antithesis of policy. Both
agreed that the lamp of prosperity must be kept burning and
fed by the same kind of oil that had been regularly used with
such success. On the old issue that had long divided the
parties, namely, the tariff, there was almost perfect agree-
ment, save in details of phraseology. The Republicans, of
course, stood their ground. Echoing their old traditions, the
Democrats spoke of tariff duties that would " permit effective
competition, insure against monopoly, and at the same time
provide a fair revenue." But these words were balanced i m-
mediately by the declaration that the.measure of the tariff
rate must be the difference between the cost of production at
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home and abroad, "with adequate safeguard for the wages
of the American laborer."

In his campaign speeches Mr. Smith insured business men
against "any sudden or drastic revolution in our economic
system which would cause business upheaval and popular
distress,” and promised to protect “to the very limit . . .
legitimate business enterprise as well as American labor from
ruinous competition of foreign-made goods produced under
conditions far below the American standard.” As if to bind
the assurance, the Democrats selected as chairman of their
national committee John J. Raskob, a rich industrialist who
poured his own money into the contest.

Of the vexatious question raised by the agrarians, the
parties were wary. The Democratic platform indulged in
generalities on the point and the Republicans were aso cir-
cumspect. But during the campaign M r. Smith approved the
principlesof the McNary-Haugen bill, including the equaliza-
tion fee. Though Mr. Hoover disliked everything savoring
of the agrarians' plan, including a plank endorsing farm relief
which had been defeated in the Republican convention, he
promised to farmers higher tariffs and the creation of a farm
board empowered to deal with surpluses in some fashion.
In so doing, he did not surrender, however, his opposition to
crop and price controls; he simply gave his supporters in the
Republican party "talking points" for the campaign.

Nor did a definite contradiction appear in the positions of.
the candidates and parties on the irksome question of pro-
hibition. Both platforms promised bone-dry enforcement as
demanded by reverence for the Constitution. But Mr. Smith
telegraphed the Democratic convention, after the nomination
was safely clinched, that he favored "fundamental changes’
in the prohibition laws, which, while preventing the return
of the saloon, would "secure real temperance, respect for
law, and eradication of existing evils." To all such irritants
M r. Hoover responded, in language a bit vague, by declaring
himself against the repeal of the prohibition amendment and
promising an inquiry into abuses and methods of correction.
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So it seemed that, while the two candidates agreed on the
merits of the golden glow and on the necessity of warding off
all storm clouds, Mr. Smith believed in enlivening the scene
by assuring alcoholic beverages to all participants in Amer-
ican civilization who cared to establish psychological condi-
tions favorable to a fuller enjoyment of its benefits.

Although no statistical analysiscould separate the " causes"
for the division of ballots in the election, it was significant
that Mr. Smith carried two states in the North, Massachu-
setts and Rhode Island, in which the Catholic vote was nu-
merically powerful; and lost all the "normally" Democratic
states in the South, except Alabama, Arkansas, Georgia,
Louisiana, Mississippi, and South Carolina. Superficially,
the election had the appearances of a Republican and Protes-
tant landslide. Yet an examination of details revealed the
strength of Governor Smith's popularity. Fifteen million
votes were cast for him as against 8,300,000 polled by the
Democratic candidate, John W. Davis, and the 15,700,000
votes gathered by President Coolidge in the election of 1924.
From one point of view this was an immense personal tribute.
The huge plurality against Governor Smith was doubtless
due, in alarge measure, to the unusual outpouring of hitherto
negligent voters. While exact information was not forthcom-
ing on the motives of voters, that manifestation could be
ascribed with some justification to the personal qualities of
Mr. Hoover, to his vigorous stand against repealing the Pro-
hibition Amendment, and to the general belief that the exist-
ing guardianship of prosperity should not be disturbed. As
to the perpetuation of the golden glow Mr. Smith could offer
no more assurance than Mr. Hoover; indeed, not as much
assurance.

§

On assuming Coolidge's place in the White House, Presi-
dent Hoover likewise beheld alluring prospects of " prosperity
more extensive and peace more permanent.” During the
campaign, he had seemed to be aware of poverty and distress
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in the United States, even under the high fulfillment of in-
dustrial success, and had expressed the hope that during his
administration the remaining blots on the economic land-
scape would be removed by a continuance of Republican
policies thus far so happily advanced at home and abroad.
To this expectation he had adverted in his inaugural address:
"The large purpose of our economic thought should be to
establish more firmly stability and security of business and
employment, and thereby remove poverty still further from
our borders."

If that statement of the case did not concede the existence
of dire poverty within the United States, it recognized spec-
tral forms somewhere on the borders. And in keeping with
this admission President Hoover early promised, and in fact
did later invite, the cooperation of experts in economics,
medicine, public health, and social work with a view to per-
fecting " the means by which government can be adapted to
human service," especially in the "development of those proc-
eses which directly affect public health, recreation, educa-
tion, and the home." Indeed all through his speeches, mes-
sages, and addresses, he emphasized the responsibility of civic
leaders and public officials for strengthening the economy and
improving the socia organization upon which political and
economic institutions rest. Though often regarded as a mere
heir of Coolidge policies, President Hoover was a thinker and
actor in his own right. After six years of relative quiescence,
save in matters of negation, an unwonted stir in the White
House followed his inauguration in 1929.

Nevertheless the broad frame of political philosophy within
which President Hoover confined his operations of thought
and action in official affairs did not differ essentially from that
of his predecessor. He opposed the agrarian contention that
the price mechanism of business enterprise robbed farmers of
wealth to which they were entitled by economic efficiency
and social justice. As Secretary of Commerce, he had joined
the Chief Executive in promoting the expansion of American
trade and investment in all parts of the world with the aid of
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government agencies. As President, he retained his faith in
capitalism and foreign trade. He aso shared the doctrine
advanced by Coolidge that American dollars invested abroad
and American citizens residing there were as much a part of
the nation as if in the United States and were, therefore, en-
titled to the protection of the National Government. In the
main, policies so conceived and carried out had brought and
would maintain prosperity, he believed; if refined and made
more scientific they would drive poverty further from Ameri-
can shores. But beyond such forms of intervention, assist-
ance, and protection, in his opinion, the Government should
not go. Other activities savored of "state socialism" which
he spurned root and branch. Hoover's rejection of crop con-
trol in agricultural legislation and his veto of a new Muscle
Shoals bill providing for government ownership and operation
made his position clear beyond dispute. In other words,
business men could count upon the tenacity of President
Hoover's resolve to uphold what they called "free enter-
prise."

Toward other social questions Hoover did not assume,
however, a negative attitude. Personally and as a national
leader, he lent official encouragement to the efforts of private
associations attacking problems of poverty, sickness, and
delinquency. He created and sponsored conferences or com-
mittees on unemployment, medical care, law enforcement,
economic tendencies, and social trends. On all types of civic
cooperation, sometimes called "voluntary socialism,” he
bestowed his blessings. "Our people,” he said in his first
inaugural, "have in recent years developed a new-found ca-
pacity for cooperation among themselves to effect high pur-
poses in public welfare. It is an advance toward the highest
conception of self-government.”

Moreover such cooperation, he thought, should receive the
active support of government. " Progress is born of coopera-
tion in the community, not from governmental restraints
The government should assist and encourage these move-
ments of collective self-help by itself cooperating with them."
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The Department of Commerce under his leadership had
affiliated itself with busness interests in innumerable rela-
tions. Now, as chief executive of the nation, President
Hoover proposed to foster private associations and to assst
them in promoting the general welfare. Quiterightly was it
said at the time that the President had " the sociological out-
look" and in itself this marked a certain change in the intel-
lectual climate of the White House, if indeed not a transition
to something dse.

The official measures which expressed President Hoover's
scheme of political thought at the outset of his administra-
tion were aimed at continuing domestic and foreign policies
along lines sat by his predecessors.  Since the opening of the
Harding regime, the Republicans had been making legislative
concessons to farmers, amplifying the loan and credit system,
and regulating market and stockyard practices. During his
campaign Hoover had offered something more. Whatever
interpretation had been put upon his words, he meant no
positive government interference with production and prices.
That would have been to fly in the face of " the natural and
free price mechanism" upon which prosperity was supposed
to depend for its very existence and perpetuity. His creed
the President made perfectly plain to the special sesson of
Congress called in the spring of 1929: " We must not under-
mine initiative. There should be no fee or tax imposed upon
the farmer. No governmental agency should engage in the
buying and selling and price fixing of products.”

The outcome of congressional deliberations, amid which
the administration overcame an agrarian bloc in the Senate,
was the Agricultural Marketing Act of June, 1929. The law
provided for a federal farm board, conferred upon it large
powers, and placed in its hand a revolving fund of half a
billion dollars. Among other things the board was authorized
to lend money to cooperative marketing associations, to aid
in coordinating the work of such associations, and to set up
" stabilizing corporations" for the purpose of storing, holding,
and marketing certain commodities in the interest of higher
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price levels. In establishing this machinery, President
Hoover and his supporters rejected the old agrarian demand
for some form of crop control designed to prevent the ruin of
the whole structure by aflood of "surplus" commodities.

Given the nature of the new administrative machine and
its powers, only one favorable condition could have prevented
a failure and the waste of the half-a-billion dollars, namely,
an improvement of agricultural prices on the world market.
That improvement did not occur. On the contrary farm pro-
duction remained on a high level, the prices of produce fell
rather than advanced, and the heroic, almost frantic, efforts
of able men on the farm board were in vain. Millions of
dollars designed to stabilize the market passed into the hands
of private operators who were little if anything more than
speculators. After a year's experience with the attempt to
raise prices without reference to supply, it became painfully
evident in Washington that the farm board was stuck fast
in a maze. Soon agrarians were pointing to their former
prophecies and girding themselves for a new law designed to
combine crop control with price adjustment. The income of
farmers in 1931 was far far below the return of the previous
year.

Second on the program was the tariff. Republican |eaders
had declared that the rates were not high enough and during
the campaign of 1928 industrialists had paid large sums of
money into the Republican campaign fund in lively hopes of
favors to come. Nor were they without somejustification in
events. Their European competitors, partly with the aid of
American investors and bankers, had rehabilitated their
industries and were prepared for a vigorous price war. New
times, new circumstances.

In his campaign, Hoover had advocated a special session of
Congress to make "limited changes in the tariff" and deal
with agricultural relief. When Congress took up the revision
of the customs duties, however, it did not confine itself to
limited changes. In accordance with historic practice, the
framing and adoption of the Hawley-Smoot tariff bill was
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accompanied by bitter wrangling in Congress. As usual,
Democrats loudly condemned upward revisions in general
and voted discreetly on particular items, such as sugar, tex-
tiles, and steel. I n the end the bill made 1125 changes in the
existing revenue law, of which 890 were upward, ranging
on the average from thirty-one to thirty-four per cent.

When the bill finally emerged from Congress in June, 1930,
it was greeted by protests in many quarters. Finance capital-
ists wondered how foreign debtors could force interest and
installments over the high barriers thus erected. A large body
of professors, offended by its schedules, filed a formal objec-
tion against this "perversion” of economic principles deemed
inviolable. Undoubtedly the measure was for the President
an unpleasant dose and after signing the bill he issued a
studied defense of his action that savored of apology. But
whatever Hawley and Smoot thought of his plea in abate-
ment, they could rejoice that their tariff law was placed on
the books.

After helping to throw the weight of the Government on
the side of higher protection for industrialists, on their plea
that it was necessary for a continuance of prosperity, Presi-
dent Hoover turned to applying another axiom of his eco-
nomic philosophy, namely, that of keeping the Government
out of any business that would yield a profit. The occasion
for a practical demonstration of this axiom arose in connec-
tion with a power problem inherited from the previous ad-
ministration at Muscle Shoals. When the goblin of "public
power" reappeared, the President immediately bent his
efforts to promoting the private ownership and operation of
the government's property in the Tennessee Valley. |If that
end could not be achieved he was determined to prevent, at
all costs, the production and distribution of electricity by
direct government action. Any such step, the President in-
sisted, would imprint the bar sinister of socialism upon the
unblemished escutcheon of American politics. Y et the task
to which he set himself called for watchfulness and labor on
his part, for Senator Norris was augmenting, day by day, the
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forces resolved upon public ownership and operation of the
power resources and facilities in controversy.

In this struggle, President Hoover's burden was increased
by the stubbornness of the men whose enterprise he sought
to favor: the price offered for Muscle Shoals by private capi-
talists had been so low and the terms of purchase so onerous
that they annoyed even conservative Senators who shared
Hoover's economic philosophy. His task was further com-
plicated by revelations brought out at periodic hearings be-
fore the Federal Trade Commission and incorporated in the
ensuing reports— revelations which dealt with the prop-
aganda and lobbying tactics of the electrical utility concerns.
It was shown that they had secretly subsidized newspapers
and slipped their doctrines quietly into editorial columns.
They had surreptitiously hired leaders in women's clubs,
college professors, and publicity experts to promote their
cause. To the chests of political parties they had contributed
huge sums for election purposes. The "red badge" of com-
munism they had deliberately pinned upon their opponents
to discredit men and women who refused to accept their pro-
gram wholesale. Some of their undercover activities were so
gross that the more reputable utility magnates were them-
selves flustered; and metropolitan newspapers, normally in-
clined to belittle congressional inquiries, felt compelled to
deplore such behavior.

Making effective use of these revelations, Senator Norris
delivered in the upper house documented speeches that
brought new recruits to his side; men accustomed to oppose
his program now shrank from the appearance of evil which
even seeming to favor the utilitiesimplied. Under hisleader-
ship, Congress again passed, in 1931, a resolution providing
for government operation of the power plants in case they
could not be leased to private concerns within ayear and on
specific terms. For a moment the radiance of the golden
glow was overcast.

While the Muscle Shoals measure was still pending at the
capital, President Hoover made a public statement in which
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he treated the whole business as trivial and chid the national
legislature for giving so much time to a matter of such slight
importance. Having failed to defeat the resolution in Con-
gress, he resorted to Coolidge tactics and applied the veto
when it came to his desk. The hill, he said, would help to
destroy "the initiative and enterprise” of the American
people — the very source of prosperity and progress. The
conditions imposed would make it impossible to find a re-
sponsible lessee among the concerns that might bid for the
property. Enormous and unknown expenses would be in-
volved in modernizing the plants. The resolution had pro-
vided that members of the government control board must
believe in the wisdom and feasibility of the objects contem-
plated by the proposal. This, insisted the President, would
make it impossible to find worthy men to accept positions on
the board. Having disparaged and denounced the whole
project, Hoover countered it with a proposal of hisown. He
advised Congress to authorize the creation of a commission
empowered to lease the Muscle Shoals plant "in the interests
of the local community and agriculture generally."

Taken in connection with the contemporary revelations by
the Federal Trade Commission, the argument and tone of
the President's message raised the political temperature in
Congress, but not enough votes were marshaled to pass the
measure over his veto. His opponents could merely prepare
to take the issue to the country in the coming congressional
election.

Although Hoover pleased business interests by signing
the Hawley-Smoot tariff bill and by opposing government
operation of power plants using public waters, he was not an
extremist. He recognized that organized labor had a place
in American economy and consequently set his approval
on the Norris-La Guardia anti-injunction bill in March, 1932.
This project had been no part of the official Republican
program, although it bore the names of Republicans. In
precise language the Act declared that employees should be
fret from coercion by employers and should have the right
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to bargain collectively through agents of their own choice.
It outlawed "yellow dog" contracts in labor relations —
contracts binding employees not to join trade unions. It
forbade federal courts to issue restraining orders or injunc-
tions contrary to the public policy so pronounced or con-
trary to any of the particularized stipulations of the Act,
including provisions for open hearings in which the rights of
employees were to be safeguarded. Carefully drawn with
the aid of legal experts, this law marked an important stage
in the development of federal labor legislation in the inter-
ests of collective bargaining. As such President Hoover
accepted it, despite the protests of certain manufacturers
who had worked against it openly or covertly during its
progress through Congress. It did not, of course, "put the
Government into business/' but it lent government aid to the
promotion of collective bargaining in business and was there-
fore somewhat alien to official normalcy. Nor was it exactly
calculated to sustain the pristine liberty of enterprise.

§

In the field of foreign relations deemed normal, President
Hoover, generally speaking, was loyal to the policies of
previous Republican administrations. Like President Cool-
idge, he disclaimed the intention of overt aggression against
any Latin republic to the south. Just before his inaugura-
tion he made a good-will tour of South America and after
assuming office he took steps in the direction of friendly co-
operation. From Nicaragua, he withdrew all the marines,
except a "nucleus" engaged in training native guards.
In 1930 a commission was sent to study conditions in Haiti
which had been under American control since Wilson's
administration. On the basis of its report Hoover announced
that the natives would be aided in establishing "self-govern-
ment" and that in due course diplomatic forms would be
substituted for dominance through armed forces. Notwith-
standing a number of trying incidents in relations with
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Mexico, Hoover insisted on pacific adjustments in every
cae. Rattling the sword was foreign to his nature and poor
economic policy in addition. To allay any possible doubts,
his Secretary of State, Henry L. Stimson, publicly declared
that the Monroe Doctrine, "far from being an assertion of
suzerainty over our sister republics, was an assertion of their
individual rights as independent nations." It was only
by indirection, under the Piatt Amendment, that the State
Department sustained the cruel and despotic regime of
Seiior Machado in Cubawhere American bankers and inves-
tors had enormous loans and credits at stake.

In respect of the Far East no equivocation was per mitted.
In that sphere, the doctrines of empire and intervention be-
queathed by Admiral Mahan, Theodore Roosevelt, John
Hay, and Henry Cabot L odge wer e preserved and developed.
When Congress enacted a bill in 1932 providing for the
contingent independence of the Philippines, Hoover inter-
posed with a veto. When the measure was repassed by the
requisite two-thirds majority, he must have found pleasure
in seeing it rejected by the Philippine legislature. Speaking
of the Philippines, Warren Gamaliel Harding had said that
"we ought to go on [there] with the same thought that
impelled Him who brought a plan of salvation to the earth.

He gathered his disciples about him and said, 'Go ye
and preach the gogpel to all nations of the earth.'" In his
veto message Hoover re-echoed these sentiments.

When Japanese armed forces invaded Manchuriain 1931,
tore the province away from China, and proceeded to or-
ganize a puppet state under the dominion of Tokyo, that
other formula of American policy in the Orient, the Open
Door, confirmed by the Nine-Power Pact of 1922, was
invoked by the Hoover administration. In January, 1932,
the Secretary of State, Henry L. Stimson, dispatched to
Japan a formal note calling attention to the Nine-Power
Pact which declared respect for the administrative and
territorial integrity of China and reaffirmed the doctrine of
equal trading privileges. The note, in addition, curtly
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informed the Japanese foreign office that the United States
"does not intend to recognize any situation, treaty, or
agreement which may be brought about by means contrary
to the covenants and obligations of the Pact of Paris" —
the Kellogg renunciation of war as an instrument of national
policy.

This stroke of state won hearty approval from two sources.
The emphasis on Open Door interventionism appealed to
American economic interests in the Far East and the ringing
invocation of the Peace Pact expressed the pacific sentiments
so widely entertained in the United States. The combination
was powerful. Yet it was thwarted by the governments of
Great Britain and France which failed to support the
American position. The League of Nations toyed nervously
with the dilemma and ended with a weak gesture. In the
circumstances Japan defied the State Depar