

[image: Cover: Promised Land, by David Stebenne]








Thank you for downloading this Simon & Schuster ebook.


Get a FREE ebook when you join our mailing list. Plus, get updates on new releases, deals, recommended reads, and more from Simon & Schuster. Click below to sign up and see terms and conditions.







CLICK HERE TO SIGN UP







Already a subscriber? Provide your email again so we can register this ebook and send you more of what you like to read. You will continue to receive exclusive offers in your inbox.













[image: Promised Land by David Stebenne, Scribner]










To Karen and Ben










Introduction


One of the most unexpected developments of the twentieth century was the rise of the middle class as a defining feature of American society from the 1930s through the 1960s. So transformative was that overall experience that even some prominent historians working during that period came to believe that the USA had always been dominated by its middle class. Dominant groups tend to see their current situation as somehow natural and timeless. Only when a group holding sway is displaced by another do they see how misleading those assumptions had been. When the middle class began to fracture and stop growing in the later 1960s, those changes helped bring into clearer focus just what was most distinctive about the previous era.1


Let’s start with a definition of that often-elusive term middle class. Most Americans then and now would probably agree that it applies to people who cannot fairly be described as either rich or poor. In mid-twentieth-century America, the middle three-fifths of the income distribution, roughly speaking, fit that description. Inside that elastic category were prosperous families of blue-collar workers who toiled in such places as auto plants, coal mines, and steel mills, as well as families of lower-level white-collar workers such as accountants, civil servants, and reporters. Most—but not all—were white, native-born, with no more than a grade-school education or a college degree paid for by the government in return for military service. They were people of modest means, but supported by steady jobs that enabled them to build and protect their economic security if they lived cautiously, which they typically did.2


Their place in the middle class, we should bear in mind, had not simply been handed to them. That middle-class majority hadn’t existed in the early decades of the twentieth century; it took an enormous effort to transform the country into a predominantly middle-class nation, at least for a while. Promised Land tells the story of how and why that transformation came about, what life was like during the heyday of the middle class, and why, beginning in the later 1960s, that process slowed down and eventually stopped.


Social conditions can be measured and characterized in many ways, and one of the trickiest is with averages. For example, a polarized society (in terms of income) has mostly really expensive homes and really cheap ones with relatively few homes in between. Calculating the average price of a home in that society wouldn’t tell us much about what most of the housing actually costs. One of the most striking things about the rise of the American middle class was that averages became steadily more meaningful numbers because increasing numbers of people were grouped into that big bell-curve bulge in the middle, and outliers became steadily less numerous. In a country as big and varied as the USA, referring to “average Americans” can still be somewhat misleading, even during the height of the middle class, because even then there were a lot of exceptions. Belonging to the majority group or sharing in the majority experience are phrases that capture better what is meant by average in that time and are preferred in this book.


The rise of the middle class also meant more than having a certain level of income or amount of accumulated wealth. Being middle class described a state of mind and a way of life, and so the story told here explores not just the economic aspects of that change, but also the interrelated political, social, and cultural factors.


Thus, almost all of those in the middle-class majority were mainline Protestant, Catholic, or Jewish people—morally traditional, though usually not extremely so. Politically, they tended to be either Democrats or Republicans and typically leaned more toward the center of their party than toward its wings. Patriotic and populist, they tended to embrace middlebrow messages in books, movies, radio, and TV. Though worldly in some ways, not many people in that middle three-fifths saw the inside of an opera house, or a juke joint in the Deep South. In short, the middle class, in its heyday, tended to stick to the middle of the road, economically, politically, socially, and culturally. Its members prized a sense of belonging, taking pride in their families, neighborhoods, communities, and country. One of the great questions about this phenomenon is to what degree the middle class of the mid-twentieth century, and especially its preference for the group ethos over individualism, was shaped by government policy and corporate strategy, and to what degree the middle class and that preference were rooted in the people’s wish to find more common ground, growing out of such seismic historical upheavals as the Great Depression, World War II, and the Cold War. Certainly, all of these factors were relevant, and part of the shared experience of most Americans, but their relative influence can be debated.


As much as we think about the mid-twentieth-century middle class as conformist, it was neither monolithic nor completely homogeneous. It’s easy to think of the history of the middle class as the history of the white middle class, and while that perception isn’t entirely wrong, the reality was more complex. Without doubt, the various mechanisms that fueled the rise of the middle class in the middle of the last century were all geared toward improving the lives of the majority group, which generally meant white people of European ancestry. Even as the middle class expanded and carried other kinds of people into it, such as some African Americans, Asian Americans, and Latinos, these more marginalized populations were never central to policymakers’ or corporations’ calculations and tended to participate in the rise of the middle class much less equally. During the heyday of the middle class, Americans did come to have more in common, but they still tended to live apart, segregated into groups based on such things as race, ethnicity, and religion. The majority experience, even within the middle class, was never the same for everyone.


The same reality held when it came to gender because men and women usually experienced the rise of the middle class very differently. Middle-class dominance in the mid-twentieth century meant male dominance, in the workplace and the public sphere, to an extent that seems positively shocking to subsequent generations. Some women did play leading roles in this era, but not many, and even the most influential operated within sharply defined constraints. The reemphasis on domestic roles for women raises, too, the question of to what extent that was imposed on them, and to what extent it reflected their own preferences shaped by the Depression and war, which together disrupted family life for many people and increased the appeal of domesticity for some women.


These more troubling aspects of the rise of the middle class grew out of deeply rooted historical experience as well as conscious later choices. Societies are not completely malleable, even when they are as new and dynamic by world historical standards as the United States. Building a predominantly middle-class nation began at a specific moment in American history—the end of the 1920s—when the country had assumed a form that greatly affected the workings of that social process.


By that point, the American people, while in theory a unified group, had, broadly speaking, become separated into three distinct components. The most numerous and influential was made up of whites of primarily northern and western European ancestry, mostly Protestant, and many descended from colonial-era settlers. This group made up more than half of the overall population of slightly more than 123 million in 1930 and dominated what we today call the establishment. They occupied virtually all the highest positions in business, the professions, government, education, and the arts. These “real Americans,” as they tended to see themselves, had been around for a long time and saw their anglophone-influenced customs and folkways as the only truly American ones. They naturally assumed that, over time, everyone else would adopt those ways and assimilate into their culture.3


The next group in size and influence comprised more recent immigrants—those who had arrived within the previous fifty years. The 1930 census reported that 36 percent of Americans (44.3 million) were of foreign background, meaning that either they or at least one parent had been born abroad. That was the largest such percentage in modern American history. America had been a land of immigrants since before its founding in 1776, but what set these new immigrants apart were their countries of origin. Virtually no immigrants had come from Italy before 1890, or from Russia before 1900, to give just two examples. Not only did most of this wave of immigrants come from southern or eastern Europe, but they tended to be Catholic or Jewish, and to settle in the larger towns and cities, where there was work. Their America was urban and industrial, putting them at a considerable distance—economically, politically, socially, and culturally—from the majority of Americans still living in small towns and rural areas. New York City, by itself, had become home to 2 million Jewish people, and a million of Italian Catholic ancestry. Many of these relative newcomers were viewed as not quite white by more established Americans of northern and western European ancestry. The newer immigrants were changing the nature of the country in fundamental ways. Even though America’s leaders—past and present—considered it a Protestant country, nearly one in six inhabitants identified as Catholic. Despite their different faith traditions, these newer Americans, especially the younger ones, assimilated rapidly due to the influence of schools, employers, and newly burgeoning mass media—movies, then radio—which did not require literacy to understand.4


Changes in immigration patterns and policies over the previous fifteen years had actually hastened the assimilation of many such Americans. The outbreak of World War I in the summer of 1914 had stemmed the flow of migration from Europe; however, when the war ended more than four years later, established Americans suddenly had visions of masses of poor and politically radical migrants pouring out of a ravaged and destitute Europe and crowding into the country, and not being as easily assimilated. Such bigoted fears triggered the nation’s leaders to move quickly and decisively to restrict immigration, first by temporary measures, then, in 1924, by a major new federal law establishing strictly limited national quotas, and in 1929, “final” national quota legislation, all of which drastically reduced the influx of newcomers. So, over a fifty-year period starting right after World War I, the foreign-born population in the United States crested, then steadily fell. As a consequence, the average age of those born abroad began to climb, while their children and grandchildren became a larger percentage of the newer American population. Still, even if those younger generations felt more at home in America, few could be found in important positions in heavy industry or in the professions, and hardly any in genteel country clubs.5


The third major population group—the one with the smallest numbers and least influence—were African Americans. The 1930 census reported that almost 80 percent of the nation’s 11.9 million black people still lived in the South, with most of the rest clustered in big northern cities such as Chicago, Cleveland, Detroit, New York, and Philadelphia. African Americans in the South, like their white neighbors, mostly still lived in rural areas and small towns. In their part of America, poverty was the norm, and connections to the wider society of the other two major population groups was limited, often due to a factor as simple, yet profound, as a lack of electricity, which meant no radio. For black people the South was still basically a closed society as institutional racism did not allow them to vote, to hold public office, or to play other kinds of civic roles in society. Determined to preserve that social arrangement, white southerners tried hard to keep black people from being exposed to the somewhat different—though still segregated—life of the urban North. The roughly 20 percent of the black population living outside the South was concentrated in the poorest urban neighborhoods, where they lived almost exclusively among other African Americans. They were better off in some ways than black people in the South because they could vote and hold public office (Chicago, for example, had a black congressman by then), but even in the urban North, African Americans still lived near the bottom of the social totem pole.


Black people were not invisible to the majority white population, but were usually depicted in the mass media in ways that strengthened prejudice rather than undermined it. The Amos ’n’ Andy radio program, which premiered on NBC (the National Broadcasting Company network) in August 1929, was a leading case in point. The show, intended as a comedy, revolved around the lives of two black men living in the South, but the characters were played by white actors using caricatured voices and performing scripts that routinely trafficked in stereotypes. Amos ’n’ Andy was distorted and demeaning, yet it quickly became the most popular show on radio by affirming racist conceptions of black people. By the late 1920s, African Americans had achieved positive visibility in other realms of endeavor, such as jazz music, but most white Americans, both the established and the new, simply weren’t paying attention.6





Thus “three Americas” coexisted in uneasy parallel, their members perhaps passing each other on the street or in some commercial areas, but always finding their way back to segregated and sealed neighborhoods and social worlds. Sometimes, the tensions between them would flare out into the open, such as during the presidential campaign in 1928. Commerce Secretary Herbert Hoover ran against Governor Al Smith, Democrat of New York, an Irish Catholic born and raised in New York City. Hoover had trounced Smith, except in the biggest cities, which had split almost evenly between the two candidates, and in some heavily Democratic states in the South that still saw Hoover’s GOP as “the party of Lincoln.” Catholics especially had taken Smith’s defeat hard, feeling that it underscored their outsider status in the eyes of the power structure. Newer Americans, who were often either Catholic or Jewish, faced a glass ceiling on their social achievement and acceptance, and Smith’s career exemplified it.7


Black Americans, though usually deeply rooted in the country, found their ceiling much lower. Unlike newer white Americans, many black people found their fundamental citizenship rights denied daily. Even the African Americans in the northern cities who had greater access to the polling booth were so vastly outnumbered by whites that voting provided them little voice in the nation’s governance. The typical African American of the period was politically powerless, which gave rise to simmering tensions that were difficult to express openly for fear of death or other serious reprisal.8


In 1929, the iconic trumpeter, singer, and entertainer Louis Armstrong probably came closer than anyone else to the role of leader of the black community on a national scale in the eyes of the white majority. Much better known to them than such leading figures within the black community as historian W. E. B. Du Bois or black nationalist Marcus Garvey, Armstrong was the greatest star of the 1920s Jazz Age. A gifted soloist in an art form that had, up until then, celebrated creative collaboration, he had emerged as a kind of American Bach whose innovations had transformed jazz. But Armstrong could never make a real impression on America’s conservatories, the gatekeepers of the music establishment, which never allowed themselves to consider jazz as culturally significant as classical music.


Born in New Orleans in 1901, Armstrong had migrated north, first to Chicago, before coming to New York to take a spot in the pit orchestra of a popular, all-black revue called Hot Chocolates. During the show each night, he was given a short cameo to perform “Ain’t Misbehavin’,” his bestselling record to date, and would routinely steal the show. Louis Armstrong’s rise to fame reflected the outer limits of what was possible then in social achievement and acceptance for African Americans.9





The circumstances of a person’s life were decisively shaped by which group the person belonged to, but where in America one lived mattered as well. The country broke down into three distinct geographic regions, the most populous of which became known as the manufacturing belt, which stretched from New England south through New York, New Jersey, Pennsylvania, and Maryland and west to Wisconsin, Illinois, and Missouri. A large majority of Americans lived there because the region’s many factories and offices had created so much wealth and employment. Its percentage of the overall population continued to rise as more and more people migrated up from the heavily rural and impoverished Southeast.


That second major part of the country—the Southeast—had been depressed since the Civil War, which had destroyed so much of its cotton-based wealth. The expansion of cotton production in other parts of the world had driven up supply so much as to depress prices substantially, which made the effort to revive the antebellum wealth of the “Cotton Kingdom” impossible. Heavily indebted to northern bankers for the capital needed to rebuild southern infrastructure and to start industrialization, the Southeast’s leaders pursued a low-wage strategy that helped make poverty there commonplace.


The Far West was locked into a similarly colonial relationship with the manufacturing belt and, with the notable exceptions of California and Texas, was thinly populated. Much of its wealth came from extractive industries such as oil and gas; ranching, with vast herds of cattle and sheep; and large agribusinesses of the sort for which California became famous. All of these sectors tended to produce fabulous profits for owners and typically meager wages for workers.10


These three regions, though still distinct, had become somewhat better linked in the 1920s, with the spread of electrification, improved trains and telephone communication, and more roads, which made travel by cars and trucks between these regions more common. Air travel also expanded, which did much to speed up mail delivery.


Of all of those changes, the one that came fastest in the twenties was driving. The United States became the first nation ever to experience mass automobility, and the proliferation of cars and trucks did a great deal not only to expand people’s horizons, but also to connect Americans to one another, although at first more within each region than between regions. The change was apparent in large metropolitan areas as well as in rural America, where farmers had discovered how Henry Ford’s cheap Model Ts made trips to town and to market so much easier. Iowa became the state with the most cars per capita. The proliferation of cars and trucks held the long-term promise of tying the country’s major regions much more closely together, as roads improved and highways were built.11





Something similar was happening by the end of the 1920s with the advent of radio. By that time, America’s cities and towns had been wired for electricity. Even though much of the impetus for that change had stemmed from consumer demand for more and better appliances such as washers, refrigerators, mixers, and fans, it nonetheless made possible a revolutionary new means of communication. NBC, the leading radio network, and second-place CBS (Columbia Broadcasting System), had spread from coast to coast, tying together the disparate locales and population groups of metropolitan America. More than 45 percent of households had radios, almost all of them in the cities and larger towns, and most owners kept their radios switched on for hours every day. Radio was cheap to listen to because the cost of electricity was low and programming was paid for by advertising dollars. Funding radio programming that way meant that station and network owners went where the money was—the middle class and especially the more affluent. Thus, the dominant programs and commercials featured characters that fit the expectations of more prosperous white Americans, no matter how stereotyped those expectations might have been. Shows and commercials were also set disproportionately in upper-class America, reinforcing the notion that most of the country looked and felt like that, and that most Americans lived some version of that life.12


The image projected by radio programs and their advertisers did not reflect the reality of America in 1929, when 71 percent of households had incomes below $2,500, which was considered to be the minimum needed for a decent life with housing, food, clothing, and other basic necessities. Even allowing for a lower cost of living in rural areas and small towns, around half of the nation’s population likely lived near the poverty level, or below it. While poverty was disproportionately concentrated in the heavily rural Southeast and the Far West, and in the working-class neighborhoods of cities and factory towns in the manufacturing belt, farming areas and smaller towns everywhere knew poverty. European agriculture had revived after World War I, reducing demand for American farm exports, and the farm sector never fully recovered. As a result, the 1920s saw the steady movement of people from rural areas not just in the Southeast but also those within the manufacturing belt to its cities and towns in search of better jobs.13


The decline in farmwork had begun seventy-five years earlier with the industrial revolution. By 1929, this trend was transforming not just the economy, but also Americans’ sense of who and what they were, how they worked, and where they lived. As fewer people worked in agriculture, the family-farm employment model—in which parents and children worked together to produce the household income—declined. With more Americans working in the manufacturing and service sectors, a new model was taking form, in which men worked in paying jobs (if they could find them) and women mostly stayed home, managing the household and raising children, who spent most of their time in school. This was still not a solid majority of Americans, given that close to half of them still lived in rural areas and mostly farmed, with its older, less gender-divided employment model, and because poor women in urban areas often had no choice but to take some kind of paid work, often part-time. But as the shift toward living in major metropolitan areas steadily gained ground, reaching about a third of all Americans by 1929, the male-breadwinner model did, too. Most of the nation’s population growth by then was in such metropolitan areas, which fueled a growing division in social roles between men who worked for pay or for profit, and women who did not.14


However, even within prosperous households in major metropolitan areas, these gender roles were not always so clearly delineated. Many young women held paying jobs before getting married and starting families, and a good number of older women did volunteer work for a variety of worthwhile social causes such as aiding the poor, helping run churches and synagogues, and caring for elderly relatives. Women’s ability to engage in civic life had grown since they were granted the vote in 1920. A new era was dawning, largely for a small group of more affluent white women, who were launching careers in fields as varied as law and business. The average white, middle-class woman from a working family had much less chance of availing herself of such opportunities, and black women in the South—still denied the franchise—none at all, but for women of privilege and education, some long-closed doors began to open in the twenties. But even those professional women operated within much greater constraints in the workplace and the public sphere than most men.15


Such was the nature of American life on the eve of the rise of the middle class. Given how unequally different kinds of Americans lived, it should come as no surprise that the shift thereafter toward a more middle-class country and culture produced nothing like a uniform result. To the beginning of that story we now turn.










CHAPTER 1 A Dream Deferred



In March 1929, fifty-four-year-old Herbert Hoover became president, having campaigned on the promise of a future in which most Americans would be truly middle class. Despite increasing economic inequality, some indications of economic progress gave Hoover confidence. “We in America today,” he told his supporters on August 11, 1928, “are nearer to the final triumph over poverty than ever before in the history of the land.” In his stump speeches, Hoover had spelled out his expectations. He talked about home ownership for city and town dwellers, and farm ownership for the almost half of the population still living in rural areas. He envisioned a kind of middle-class standard, with two cars per household, and even more schooling as the norm. Hoover’s vision—breathtaking for a country in which so many people were poor or almost so—also encompassed a more stable kind of life for an expanded middle-class majority, in which employment was steady and savings assured, and ever more people were protected by privately provided insurance against death, accidents, and other major income disruptions and able to sustain themselves in old age. Twenty years later, as he looked back on his most important goals for Americans in 1929, Hoover wrote simply, “We want[ed] them all secure.”1


Hoover promised—and tried to deliver—that dream, but things went terribly wrong for his presidency, the United States, and for the world after 1929 when the stock market crashed. While much of that dream would eventually come true, it wouldn’t be for another quarter of a century, during which time the country would endure an economic depression and a major military conflict. The great big middle class was forged largely in the crucible of those two calamities.


Many and probably most people believe the cataclysmic stock market crash of October 29, 1929, was the primary cause of the Great Depression, but large-scale economic disasters rarely stem from one single factor. The crash revealed multiple weak points in the economy. The first was the fragility of the international economic system of which America had become such an important player. After World War I, Germany assumed heavy debt to the European victors. Responding to the anger of their citizen populations, who had suffered terrible losses in life, property, and money as a result of German aggression, the leaders of England, France, and Italy insisted that Germany make what came to be known as reparations. The American government insisted that their wartime allies, such as the British, French, and Italians, repay the money borrowed to make war. The German government had signed a treaty obliging it to financially compensate damage done to civilians, as well as to pay the full cost of the pensions of the Allied soldiers. The British, French, and Italian governments intended to use some of that income to repay the money they had borrowed from the United States to finance their war efforts.2


The plan made sense politically, but less so economically. John Maynard Keynes, the renowned academic economist and British civil servant, argued that the plan would ultimately be self-defeating, but the optimists believed that in time, the anger in England, France, and Italy that led their governments to insist on an unworkable reparations approach would fade, and that Americans would come to see the wisdom of moving away from their insistence on repayment. The softening of attitudes would enable a comprehensive renegotiation of war debts such that the taxpayers of all the nations involved would share the conflict’s heavy costs more equally. In this vision, Germany, the main loser, would be required to pay less, and the USA, the big financial winner, would pay more by forgiving debts owed to it by Britain, France, and Italy. That step would facilitate the restoration of long-term international economic stability and head off the kind of economic disaster that began in 1929.3 British politicians and treasury officials, with visions of returning their country to its prewar position of dominance in the global economy, favored war debts forgiveness, but they aimed too high, and not just with respect to their hopes for how quickly public resistance to forgiveness might fade. Seeking in vain to make the British pound the world’s benchmark currency once again, the British government had gone back to the gold standard in 1925. But with its wealth depleted after the war, England was unable to fully back the pound with gold, so the move backfired. With an overvalued currency that interfered with world trade, the country was unable to contribute much to an international economic solution.4


Other miscalculations also helped doom hopes for long-term international economic restabilization. Public demands in France, England, and Italy to “make Germany pay” did not fade quickly in the 1920s, nor did the American insistence on repayment from wartime allies. The eventual economic disaster was papered over for a while, thanks to the willingness of the United States, the only major country actually enriched by the war, to lend money to Germany for its reparations payments to the victorious European nations, which they used to make payments on what they owed to the Americans. The basic problem with that approach was that if America’s lending to Germany stopped before war debt forgiveness became politically possible, the global economy would collapse. By the fall of 1929, with so much invested in European economic recovery, America was as much at risk as Europe. When the New York Stock Exchange crashed in October, many banks, facing declining assets, stopped lending to Germany. Its government could no longer make payments to Britain, France, and Italy, which meant they could no longer pay back America.5


The weakened demand in Europe for US exports also contributed to the slump. Before World War I, a generally prosperous Europe had enriched America by buying significant quantities of what we had to sell. Even with American loans, Europe had much less money to spend on those products after the war and was able to purchase even less as the US loan money began to dry up. Making things even worse, the United States continued to stick to an outmoded protectionist trade policy, even after the transformation in our economic relationship with Europe brought on by the war.6


The changes in the US-Europe economic relationship, in which the United States went from being a debtor nation to being a creditor nation, came on rather suddenly, in just a few years. America’s leaders were not prepared for such a dramatic transformation, and the ensuing confusion led to misguided decision-making, such as the stand on war debt repayment and the failure to modernize trade policy to fit the new world order. The ruinous war in Europe had pushed the United States into an international leadership position for which it was not prepared, and which it played badly.7


Several aspects of the American economy having nothing to do with the upheaval of the war in Europe also helped produce the Great Depression. The boom of the 1920s relied too heavily on too few industries, most notably cars and construction. The economy simply lacked sufficient diversification to compensate when those industries declined near the end of the decade.8


At the same time, income and wealth inequality was growing, which was creating a practical problem. The ideas of Henry Ford had propelled American prosperity during this decade. He envisioned expanding the market for one’s product by making it more cheaply, and by paying workers so well that more of them could afford to buy it, thereby expanding the market further. He only needed to make a modest profit on each car sold because he could sell them in such great numbers that his overall profit would be huge. However, an economy based on mass production and mass consumption—what Europeans called Fordism—was a new concept, and few people understood the long-term ramifications for overall income and wealth distribution. Excessive inequality would eventually mean that ordinary people would no longer be able to buy what American farms, factories, and offices were churning out in ever-greater amounts. That’s exactly what had begun to happen, especially with respect to cars, consumer appliances, and houses. For a while, the reality of the situation was disguised by the practice of making these goods available on credit, via new “installment plans,” and the availability of ambitious, balloon-type mortgages to buy homes. That lasted only as long as employment and incomes remained steady, but both fell due to the 1929 crash and the other underlying weaknesses in the American economy.9An even more serious consequence, in some ways, of growing income and wealth inequality was that the upper class—so prominent in the media and the advertising of the day—acquired an outsize influence on the buying habits of the rest of the population. The ones with the most money to spend and invest acquired a lot of consumer goods and bid up the prices of stocks and real estate far beyond what they were worth. Less affluent Americans, taking their cues about what was normal in consumption from magazines, movies, and radio shows aimed at the upscale market, took on more and more debt in the effort to keep up. Perhaps if interest rates had been higher, more money would have found its way into savings accounts rather than needless consumption and unwise investments, but rates had been kept low to encourage that kind of borrowing and spending, and to make repayment of debts easier. Those low interest rates encouraged Americans, whether of the investor class or of more modest means, to buy more and make riskier investments. By the time the Federal Reserve took action to correct that problem, by raising interest rates charged to member banks, the investment bubble had become too big to puncture gently. When it burst instead, it helped bring on the stock market crash.10


As the 1920s drew to a close, the previously booming American economy had clearly started to slow down. With corporate profits on the decline, executives began to reduce their investments in new plants and equipment, which further weakened the dragging economy. They also started laying off workers, which made sense from the perspective of individual firms, but which made the economy that much more fragile. With less investment by major corporations and less consumption by an increasing number of idled workers, all that remained to power the economy in any meaningful way was government, but it, too, was doing less and less to promote prosperity.11


One of the most striking things about the years immediately preceding the crash of 1929 was how little the federal government was doing to keep the economy moving forward. Treasury Secretary Andrew Mellon had committed himself to reducing substantially the large federal debt amassed to fight World War I, and to bringing down the high wartime-era taxes on America’s investor class. Mellon needed to free up money for private investment in new industries, and to breathe new life into older ones. For a while, these policies brought about the desired result, as the federal government ran surpluses while paying down the national debt. This was accomplished with lower taxes that were producing more total revenue than before as the overall economy expanded. Mellon’s tax cuts helped stimulate the economy, but his quest to run budget surpluses led him to de-emphasize direct economic stimulus by government spending on goods and services for public purposes. In 1929, almost the entire federal budget went toward national security in some form, and even that wasn’t much; total federal spending amounted to just 3 percent of the gross national product. (For comparison, federal spending hovered around 20 percent of GNP in the early 2000s.) At the state and local levels, governments were spending more than ever on roads and schools and other public necessities, using taxes collected from the general working population. Should the income of that population decline, so, too, would the spending by these other, smaller governmental bodies, which is exactly what happened after the crash.12


All these problems combined to put intense pressure on the American banking system by the end of 1930. Increasingly, Europeans couldn’t afford to repay what they owed each other or the United States. Strapped American farmers and urban consumers struggled to pay their debts, or even the interest on them. Over the next three years, more than five thousand banks, whose deposits were uninsured, succumbed to the pressures exerted by stock-market losses, foreign-government loan defaults, capital flight from America, insolvent farmers, and savings-account withdrawals by urban workers. When the Federal Reserve once again raised the interest rate it charged member banks, this time to stem the flow of capital out of the country, the banks were again forced to raise the rates charged to borrowers and paid to depositors.


Those moves depressed the economy even further, in a variety of ways. Higher interest rates made money more expensive to borrow, which discouraged consumption and investment. Higher rates also forced banks to sell more of their assets at depressed prices to raise cash to pay interest on remaining deposits, making the banks even more insolvent. The tighter monetary policy of the early 1930s turned up the heat on a banking system already in hot water.


One by one, America’s banks closed their doors, some of them at least hoping to reopen in the future. Not just the number of bank closings scared people, but also the size of the banks. As ever-bigger banking dominoes fell, the economic catastrophe gained momentum. The Great Depression, a disaster of much greater magnitude than seen before in American or world history, had arrived.13





The unprecedented nature of the unfolding human tragedy was revealed by official unemployment figures. The ranks of the jobless expanded from 5 million at the end of 1930 to 9 million just one year later, and 13 million a year after that. Even those grim numbers understated the problem, since only people actively seeking jobs were officially categorized as unemployed. When the United States enjoyed high employment, as it usually had up until then, this measure was fairly accurate, but it became increasingly misleading as the economic crisis deepened and frustrated job seekers gave up looking for work. Thus, as the Depression grew worse, the official government statistics that documented it grew more inaccurate. The official unemployment rate peaked at around 25 percent in 1932, but the real number was probably closer to a third of Americans wanting and needing jobs.14


This kind of disconnect was not uncommon in the America of the early 1930s. For most ordinary citizens things were getting harder, but they lacked a coherent and realistic overall picture of the extent of the nation’s woes. The public normally looked to the popular press for that wider perspective, but in the hard times of the 1930s, newspaper editors and publishers avoided printing stories that weakened the public confidence on which a market system partly depended. Important reporting of the reality of the economic decline was thus inhibited.


Making matters worse were the Republican leanings of most major newspaper owners, who did not want to make the Hoover administration or congressional Republicans look any worse than they already did. The leadership class—the power elite of the day—likely remained disconnected from everyday reality, insulated as they were by wealth or privilege, and basing their understanding on misleading government statistics and inaccurate reporting in the press. Despite memorable public displays of hardship—the apple sellers on downtown city streets and the long lines at soup kitchens—the majority of jobless Americans, embarrassed by their plight, were still more likely to hide out in their homes. People of the upper-middle class spent less of their money on nonessential shopping and entertainment and so spent less of their time in downtown business districts, where they would have been exposed to the consequences of mass unemployment.15


The increasing concentration of the population in cities as America industrialized also helped magnify the harshness of the Depression. For most of the nation’s history, most Americans lived in rural areas, where they established and sustained their households by accessing the bounty of the natural world around them. The ability to hunt, fish, grow produce, raise animals for dairy and meat, or find wood for fuel and shelter enabled them to fend for themselves, especially during hard times. Such had been the case during the country’s last prolonged economic downturn forty years earlier, when a much greater percentage of people lived on farms. The much higher fraction of Americans living in cities by the 1930s contributed to the unprecedented misery of the Great Depression. At first, a number of city dwellers with family ties to farming areas did return, but simultaneously, the growing number of farm foreclosures drove dispossessed rural migrants toward the urban areas, where they hoped at least to find soup kitchens, breadlines, and other forms of public assistance, however inadequate. As the urban population grew, the opportunities to turn to traditional methods of sustaining oneself off the land declined, an aspect of the overall picture that people still living in rural areas couldn’t quite grasp. They had become the exception, and no longer the rule.16


The lack of reliable information also played into the fear of dependency that already existed among more affluent Americans. The well-off tended to underestimate the magnitude of the social problems created by mass unemployment. They focused instead on the potential harm to the legendary American work ethic done by a more generous welfare system—“relief,” as it was called then. Inaccurate reporting and misleading federal statistics reinforced their reluctance to support such governmental action.


But among the constantly expanding ranks of the unemployed, the social problems kept mounting. More people were experiencing hunger, and mental and physical health declined as a result. Rates of violent crime and suicide rose to all-time highs by 1932. It was not a great time for family stability. Although the divorce rate actually declined, that was perhaps only because a divorce cost money in legal fees and so became harder for many to even consider. Informal and unregistered marital breakups increased, but didn’t turn up in any official statistics. At the same time, as more and more Americans found themselves without work, people crowded into the homes of their relatives, driving up the tension and conflict.


As these harmful effects worsened, the funds in state, local, and private relief coffers dwindled. But with a national leadership drawn largely from more affluent Americans and the pain of the Depression felt most strongly by working people and those already vulnerable, no federal relief program surfaced during the four years of Herbert Hoover’s presidency.17


What emerged instead was a grimly Darwinian struggle for survival, often expressed in conflicts over who should get those few jobs still available. The prevailing sentiment was that no family could be allowed to hold more than one well-paying job, so a kind of job-rationing system evolved. That hardening of social attitude was a double-edged sword for some people. For instance, married women who held fairly secure public-sector jobs such as librarian or schoolteacher faced resentment if their husbands also had work. But if a husband had been laid off and hadn’t found other work, his wife’s efforts to make ends meet for the family would be accepted and even applauded.


At the lower end of the economic scale, the struggle for jobs had racial and ethnic implications. African Americans in more menial jobs, such as street sweepers and garbage haulers, almost all of them male, found themselves displaced by white men, especially in border states and in the South. In the Southwest in the early 1930s, Latino field workers saw their jobs getting handed over to dispossessed rural white people. These trends accelerated as the Depression worsened.18


The Depression reached deep into people’s personal lives, coming to bear on decisions such as whether and when to marry, or even to have intimate relations, whether to have children, or how best to raise them. Marriage and birth rates fell to historic lows, in an era when birth-control devices were not always available or morally acceptable, suggesting that sexual activity underwent some kind of significant change.19 Families that chose to have children saw those children spending more years in school than previous generations had.


In the 1930s, the propensity to stay in school tended to rise, especially outside the mostly rural and impoverished southern states. In the more heavily populated North—its cities and towns especially—the majority of kids began staying through high school because there were few jobs for adults, never mind adolescents, as an alternative. Many Americans still believed that holding a job in the real world was a critical part of a young person’s education, but that approach was hardly viable during the early years of the Depression.


In the ensuing boom in public education, a growing fraction of society came to depend on it because it was free (unlike private schools) and because it gave the young something constructive to do. As demand for public education increased, the public budgets that supported it grew tighter, as the Depression hollowed out state and local tax bases. Still, even many hard-pressed upper-middle-class families gravitated away from private institutions and toward public schools, intensifying the elite’s support for better public education. This began a major shift with major social consequences.20


With incomes declining, and home and farm foreclosures mounting, government at all levels needed to find new sources of tax revenue, which led to another major change in the social landscape of the early 1930s: the end of Prohibition. As the decade began, the public still seemed to mostly favor Prohibition, but the liquor lobby convincingly made the case that ending it could help solve the problem of vanishing revenue from income and property taxes. Legalized drinking could also provide an escape from the trials of unemployment, especially among men. As an added benefit, ending the “noble experiment,” as Hoover called it, could deal a major blow to organized crime, which had jumped on the opportunity to rake in massive profits off illegal booze. Strong arguments could also be made for keeping Prohibition in place. Alcohol became a terrible addiction for some or triggered mayhem and had a depressant effect, the last thing people needed when so many already suffered from depression. In addition, the ready availability of liquor could drain already tight family incomes. Worse yet, drinking now posed a whole new threat in a society recently transformed by mass automobility. Recognizing the sensitivity of the issue, Congress opted to require the states to establish ratifying conventions to approve what became the Twenty-First Amendment to the Constitution, rather than go the usual route through the state legislatures, where rural areas, generally hostile to repeal, were overrepresented.21


The repeal campaign had far-reaching implications for partisan politics on a national level. In the preceding decade, Prohibition, more than any other issue, had divided the Democratic Party, between its big-city “wets” and its southern “dries.” When the tide of public opinion turned against Prohibition after 1930, that “wedge issue” faded in importance. Albert Ritchie, the governor of Maryland and chief elected Democratic cheerleader for repeal, neatly epitomized that shift. Maryland was a unique border state, with a major city—Baltimore—that felt somewhat northern, but also smaller towns and rural areas with a distinctly southern character. Ritchie sought the Democratic presidential nomination in 1932—and while he didn’t win, his advocacy of repeal brought him positive national attention. He was at home with big-city politicians, as well as with the Dixiecrats, as the southern Democrats were known, which made him a unifying force in the party. Ritchie argued persuasively that by enacting repeal, the Democrats could put the divisive issue behind them and thus become more competitive as a party on the national level.22


The desire for escape that helped drive the repeal movement also sustained the extraordinary spread of radio that had begun in the 1920s. With more expensive forms of entertainment, such as restaurants, movies, and theater, out of reach for so many, people could always turn to radio to get them through the idle hours. By 1934, almost exactly two-thirds of American households had a radio, with ownership practically universal in cities and larger towns. Only rural areas, many of which still lacked electricity, lagged behind. As with the expansion of public education, the ubiquity of radio contributed to the commonality of social and cultural experience. With the great majority of Americans listening to the same kinds of programs each day and each night, a more uniform national culture began to emerge.23





The prevailing social conditions of the day reshaped the content that filled the radio airwaves. Programmers served the need for escape among adult listeners, while making sure to provide important social messages for younger audience members. On the radio, romantic love flourished, families found happiness together, and crime never paid. Happy endings were the order of the day, along with bright, cheerful music and upbeat advertising. The consumer companies that sponsored the programs worked hand in hand with producers to shape shows and ads that together met the needs of the public. Even Herbert Hoover, so isolated in important ways from the experience of ordinary Americans, knew the value of more optimism on the radio. He told Rudy Vallee, the enormously popular singer whose voice reached millions over the radio, “If you can write a song that makes people forget about their troubles, I’ll give you a medal.”24


Depression-era radio inaugurated a profound shift toward the middlebrow in American popular culture, and away from the upper-class orientation of twenties programming. Radio’s new middlebrow messages resonated with people who had some social standing, but were not so well-off as to find the themes and morally traditional messages trivial or Pollyannaish, nor so poor as to find them false or unrealistic.


The motion-picture industry had to find ways to keep up with the runaway popularity of radio, lest it—and the decline in incomes brought by the Depression—shrink movie attendance. More optimistic movies were one obvious answer, but Hollywood could also offer an alternative, a more disturbing entertainment that the more tightly regulated radio programmers could not. Filmmakers began adding more sex and violence to their movies in the early 1930s, which did not sit well with urban American parents, whose children had more ready access to movie theaters after school and on weekends, out of sight of the adults, who could at least control the radio at home.


The film industry had earlier recognized the need to regulate itself, but as hard times continued across the country, filmmakers slipped back into making films that featured violent gangsters and salacious love scenes. The demand arose among urban Americans for federal censorship that would minimize the exposure of their precious youngsters, especially boys, to the base values and dysfunctional behavior playing out on the silver screen. The Hoover administration’s resistance to federal intervention, in this area as in others, angered much of the public, especially within the heavily Catholic neighborhoods of America’s big cities.25


Herbert Hoover saw his star fade in the early 1930s. His governing philosophy was totally out of step with the needs of the day, his conception of the federal government’s role inadequate to meet the crises facing America both at home and abroad. On the domestic side, Hoover envisioned a system in which the levers of government were operated primarily at the state and local level, mostly in service to private organized groups such as the Chamber of Commerce and the American Red Cross. The role of government was to provide useful information and suggestions to nongovernmental groups, which could take the lead in solving social problems.


In foreign policy, Hoover favored diplomacy over force and believed in the need for international cooperation, the stabilizing effects of international trade, and the effectiveness of economic sanctions against aggressor nations. These ideas did the country little good in the face of the Great Depression, but Hoover could not break free of them. He allowed the federal government to take some small steps to alleviate the economic crisis, but when he saw that they would lead to a permanently big and interventionist national government, he quickly pulled back. For instance, he supported the creation of a kind of federal lender to big business, the Reconstruction Finance Corporation (RFC), but couldn’t bring himself to let it operate at a level that would have made a difference. He stubbornly blocked such popular proposals as a temporary federal relief program and a system of federal insurance for bank deposits.26


Hoover had been pushed to the GOP nomination in 1928 by the party’s business wing. Republican Party chieftains had never been enthusiastic about a Hoover presidency and soured on him even further once the Depression began. Essentially shy and thin-skinned, and prone to making long speeches on dull subjects, Hoover proved a thoroughly uninspiring leader during a national catastrophe. More an administrator by temperament than a skilled political operator, he disliked professional politicians regardless of party affiliation and, once in office, compounded his troubles through his inept dealings with Congress.27


That dysfunctional relationship led to a public-policy fiasco in 1930 when Hoover was unable to engage forcefully enough with members of Congress to block passage of a bill raising taxes on imports. The measure, touted as a way of protecting American industry from cheap foreign competition, was blasted by most academic economists as utterly self-defeating. They correctly predicted that other nations would respond in kind, further reducing the already depressed volume of international trade.


When Congress passed the bill anyway, Hoover meekly signed it into law. Raising American trade barriers that were already high undermined the country’s influence abroad and fueled nationalism and militarism in such nations as Germany, Italy, and Japan. Hoover made that problem worse by supporting a reduction in US military spending as a way to eliminate waste and help bring the faltering federal budget into balance. That decision undermined the credibility of the military force that backstopped US diplomacy. Why would aggressor nations around the world take American diplomatic initiatives seriously if they could see the American army getting smaller and weaker?28


As the presidential election of 1932 loomed on the horizon, Hoover presented the sorry spectacle of a highly intelligent and previously successful man unable to adapt to the demands of a changing world. He became as unpopular a president as anyone could remember, drawing unprecedented jeers along the campaign trail. The Secret Service was concerned enough about his safety that he discontinued the presidential custom of greeting tourists visiting the White House. Knowing that he had no chance of winning reelection, Hoover focused his campaign on defending himself and his ideas, rather than trying to convince voters to stick with him.


Perhaps most sadly, America had not moved any closer to the middle-class millennium he had promised in 1928. If anything, the country had moved in the opposite direction. Ironically, the massive loss of wealth among the investor class had indeed narrowed the gap between them and the rest of the population, but the record-breaking joblessness and shattering poverty of the early Depression years made a mockery of Hoover’s optimistic predictions of a bright future. Instead, as Democratic National Committee publicist Charles Michelson kept pointing out, America had become a nation of “Hoover blankets” (yesterday’s newspaper), “Hoovervilles” (shantytowns), and “Hoover flags” (empty pockets turned inside out).29 Herbert Hoover’s inability to adapt to change reflected a wider social phenomenon across the United States. Most Americans met the arrival of the Depression, and the continued worsening of conditions, with striking passivity. Instinctively reluctant to surrender their optimism about the future, and having no way of knowing that the situation would drag on for years, they mostly clung to traditional values and beliefs and behaviors that were ill-suited to their new circumstances. If they suffered financial reverses, they tended to blame themselves rather than the American economic system or misguided public policies. If they needed help of any kind, they turned to family, friends, and neighbors, and not to the government. If they couldn’t find work, they simply knuckled down and tried harder, at least for a while. Even the rise in crime grimly reflected Americans’ preference for personal initiative.30





The upheavals of the early 1930s played out in microcosm in the lives of countless individuals, ordinary Americans whose stories illustrated the unfolding history of the day. One of those citizens, Beatrice Bauch of Maquoketa, Iowa, had been studying at Columbia University’s Teachers College in New York before the crash. Her parents were hit so hard financially by the Great Depression that Beatrice soon found herself back in Maquoketa, taking in other people’s laundry to help make ends meet for her family.


Or, there was George Perkins, married and the father of two children. In 1929, George was comfortably employed managing a service station in the tony suburb of West Hartford, Connecticut (where a young Katharine Hepburn once brought her car in for repair), but he lost that job in 1932. Perkins retreated with his family to his mother’s house in Providence, Rhode Island, while looking for steady work. The traumas of these experiences colored the rest of Beatrice’s and George’s lives, much the same as with countless other Americans.31


Despite the passive acceptance and slow response of most Americans to the onset of the Depression, suspicion did start to simmer below the surface that someone somewhere was to blame, at least partly, for what had gone wrong. That discontentment burst into the open during the presidential election of 1932, which even Herbert Hoover knew would usher in a new leader. Franklin Roosevelt’s candidacy appealed most to people such as Beatrice and George, who had fallen so suddenly from the middle of the social scale.32





FDR’s single most important role model was his distant cousin Teddy Roosevelt, who rose to prominence near the end of America’s Gilded Age. In that era, the very public opulence of the nation’s rich masked the widespread hardship of a working class transitioning from an agrarian to an industrial economy. Teddy had charted a course that Franklin would almost slavishly follow. Although the two men aligned themselves with different parties, Teddy left a large footprint that marked the way for Franklin. It even influenced FDR’s choice of a bride; Teddy had acted as a surrogate father figure for his orphaned niece Eleanor, which made him Franklin’s de facto father-in-law when Franklin married Eleanor. Teddy had just begun his second term in the White House when he gave Eleanor away at the wedding, effectively cementing young Franklin’s family connection to a sitting and popular president.33


Five years later, in 1910, FDR began climbing virtually the same career ladder in politics that Teddy had, beginning with his election to the New York State legislature. From there, he went on to serve as assistant secretary of the navy, as his party’s candidate for vice president, and as governor of New York, as Teddy had done earlier. FDR’s association with a beloved Progressive Republican widened his bipartisan appeal. Once FDR was elected governor of New York in 1928, his views on the business-government relationship followed the lead of his cousin Teddy, even though by then they seemed utterly out of step with the prevailing mood of the country. Thus, in FDR’s first year as governor, he pushed to expand the production of electricity by building water-powered generating stations along the St. Lawrence River in northern New York State. Roosevelt had noted the low utility rates charged by public power plants built by the Canadian government on its side of the river and believed that public plants built on the American side could serve rural areas not yet electrified. His proposal didn’t sit well with private utility companies, which naturally opposed what they derided as “public power.” When Wall Street financier J. P. Morgan Jr. indicated his support for a private monopoly to build and operate such plants, which was favored by Republicans in the state legislature and their allies in the press, FDR took to the radio airwaves to argue that this approach would cost consumers more.


He continued to press his case in a speech at Tammany Hall, the Democrats’ New York City headquarters, on July 4, 1929. There, he sounded the alarm about “a new feudal control” by big business, which put the fight against Morgan and the private utility companies in a larger context of a crusade against excessive corporate power. That attitude endeared him to the fifteen hundred Democratic partisans cheering him on that day in New York and drew national attention. Soon his ideas were gaining traction outside his home state, especially once the economy began its spectacular collapse that fall.34


The Democratic presidential hopeful knew that Teddy Roosevelt’s popularity had been rooted in the belief that he favored the interests of regular Americans over those of the corporate titans. FDR highlighted that same perspective in a widely heard radio speech in the spring of 1932: “These unhappy times call for the building of plans that… build from the bottom up and not the top down, that put their faith once more in the forgotten man at the bottom of the economic pyramid.”35 He made another bold public statement reminiscent of TR when he flew from New York to the Democratic convention in Chicago to accept the party’s presidential nomination in person, something no major-party candidate had done before.36


Voters felt the desperation of the era and longed for decisive and reassuring leadership after the frustrating passivity of Herbert Hoover. In accepting the Democratic nomination, FDR clearly articulated his priorities: “The people of America want, more than anything else, two things: work, with all the moral and spiritual values that go with it, and with work, a reasonable measure of security—security for themselves and for their wives and children.”37 Implicit in FDR’s words was the assumption that the only breadwinners in American life were men. To be sure, the proportion of women in the paid labor force was vastly smaller than it is now, and the job rationing that had taken hold after the 1929 crash ensured that virtually all decent jobs went to the husbands and fathers who needed them. The male-breadwinner model that FDR took for granted tended to fit the majority of Americans who occupied the middle of the economic spectrum. It meant less to those at the high end, where women tended to be more educated and had help with their domestic responsibilities. At the bottom end of the spectrum, the model was essentially irrelevant, since the men, even if employed, earned too little money to support their families, which meant that many women worked out of necessity. For these reasons, Franklin Roosevelt especially captured the attention and affection of that vast economic middle.38


With his sincerity and eloquence and popular ideas reaching into homes via the radio, FDR had helped turn the nation’s bitter disappointment in Herbert Hoover into a landslide victory for the Democrats. Hoover, unable to overcome his disastrous resistance to federal relief and aid to failing banks, won only six of the forty-eight states. What the broad middle of the electorate wanted was more action from Washington. That’s exactly what FDR would give them.39










CHAPTER 2 Roosevelt to the Rescue



FDR was a man of instinct, not doctrine. He described himself as “a Christian and a Democrat—that’s all,” although he was an unapologetic reformer. That Progressive instinct, however, along with the policies that underpinned his New Deal, evolved over time, constantly adapting to suit changing circumstances. Roosevelt’s administration juggled a great many initiatives without always giving a lot of forethought to how they would relate to one another. These initiatives, rolled out in the unique cultural context of Depression-era America, brought to the fore the interests of the great majority of citizens in the middle ground between rich and poor.1


Although we tend to think of the New Deal as a well-orchestrated set of coordinated programs, this transformative social movement actually unfolded in three distinct phases. The first phase, essentially emergency measures intended to rescue Americans devastated by the Depression, commenced on the day of FDR’s inauguration in March of 1933 and lasted for two years. The administration had no time to waste and raced ahead on many fronts in the effort to quickly stabilize the economy. They sought to regulate banks, the stock market, and the value of the dollar; to raise household incomes; and to refinance mortgages on homes and farms. The pressure to move quickly ensured that White House staffers and cabinet departments took the crafting of specific proposals out of the hands of Congress. Refreshingly, FDR brought all kinds of talented people to Washington with him, regardless of their social pedigree. Reflecting the changing demographics of the country, citizens from families of recent immigrants filled many key positions in the federal government. Among the most influential of these were the strategists Ben Cohen, a soft-spoken man from a Jewish family in Muncie, Indiana, and Tommy Corcoran, a gregarious Irish American Catholic from a Rhode Island mill town. Both were protégés of Harvard law professor Felix Frankfurter, whom FDR eventually appointed to the Supreme Court. Cohen and Corcoran were able to quickly and brilliantly draft laws that sailed through a cooperative Congress with Democratic majorities in both the House and the Senate, in some cases with only the most cursory of inspections. While some members of Congress grumbled about the dangers of making new laws on the fly, the overall result was positive: by the summer of 1933 the nation’s downward economic spiral had been halted.2


Americans were not accustomed to the president and the federal government taking such a strong hand in responding to economic crises. That had long been the job of state and local governments, but officials at those levels found themselves unable to cope with the sweeping social problems caused by the Depression, or to fashion practical solutions. Herbert Hoover’s White House had done nothing to alter that expectation, but under FDR, the federal government stepped up to tackle the job. The public, relieved that someone had taken charge, grew to accept the new order. Just as it had brought Americans closer together culturally, the rise of radio as a mass medium helped enable this shift by making the federal government—those faceless politicians in faraway Washington—seem less remote in the great expanse of America.


The Emergency Banking Act of 1933 was a complicated measure that provided government aid to banks, helped the ones that still had liquid assets to reopen, and established a procedure to reorganize those that didn’t, while also giving the president control over gold and permitting more issuing of Federal Reserve currency. It could not have succeeded unless ordinary people understood it well enough to believe it would protect the money they kept in banks. Once the bill passed Congress on March 9—only the fifth day of FDR’s administration—he decided to give the first of what would become known as his fireside chats over the radio. Three days later, at 10:00 p.m., the new president spoke directly, via the national radio networks CBS and NBC, reaching an estimated 60 million people—nearly half the nation’s population at the time. With characteristic warmth, Roosevelt reassured the country that the federal government was extending aid to the banks so they could resume operations, bringing renewed stability and security to the banking industry.


The tactic worked. When the banks reopened the following day, more money was deposited than withdrawn in every city in the country. A second banking measure, the Glass-Steagall Act, separated deposit banking from the riskier investment kind and mandated federal insurance of bank deposits, which reassured nervous depositors even more. The restored public confidence in the banks that was so essential to their recovery was enhanced even more by the president’s new approach to communicating with the people. FDR’s radio broadcasts established a direct connection between them and the federal government and conveyed the clear message that not only did Washington bear the responsibility for addressing this national emergency, but that it was on the case. That reassurance may be the most important part of what was new about the New Deal.3


The administration took other regulatory steps to strengthen the foundations of the economy. Congressional investigations had revealed unethical practices on Wall Street that contributed to the speculative boom in stocks that precipitated the market’s collapse. Assisted by its brilliant counsel, Ferdinand Pecora, the son of Sicilian immigrants, the Senate Banking Committee brought to light that financial executives had paid themselves astronomical bonuses while rigging investment pools and pegging bond prices artificially high. The public was eager to see the mess on Wall Street cleaned up, and FDR quickly stepped in. On March 18, 1933, he proposed legislation that gave the Federal Trade Commission power to police the issuing of new securities. Each new stock issue would now have to include detailed financial information, and company directors would be held legally liable for any misrepresentations in that material. By emphasizing full disclosure by the financial institutions, rather than more intrusive government intervention in the markets, Roosevelt ensured bipartisan support for the measure. Even Herbert Hoover strongly supported it. The biggest beneficiaries would be middle-class investors. Wealthy speculators already had access to this kind of information, and the poor simply did not buy stocks. But even those people at the extreme ends of the economic scale stood to gain as the nation turned a corner, with these reforms helping to bring an end to the sickening plunge in stock prices and in the broader economy.4


A more traumatic leveling of the playing field, at least for the investor class, was Roosevelt’s proposal to create a federal Securities and Exchange Commission (SEC) to act as a watchdog over the daily workings of the stock market. He sent the bill to Congress in February 1934, and it was signed into law in June. The act demanded that stockbrokers and all other traders fully disclose all relevant information when they offered any stock for sale. While enforcing the disclosure requirements of the earlier law, the SEC would also ensure that reputable outside auditors confirmed all relevant public information about stocks. The act further protected the market from runaway speculation by regulating the extent to which investors could use credit to purchase securities (called buying on margin).


FDR shrewdly appointed veteran Wall Street speculator Joseph P. Kennedy Sr. as head of the SEC. FDR figured that if anybody knew the darkest secrets of the stock market, it would be Joe Kennedy. Here was an unusual product of the newer immigrant America, someone so talented, ambitious, and successful as to have crossed over, partway at least, into the overwhelmingly more established American world of high finance. Kennedy was so well informed about the market’s looming problems in the twenties that he quietly unloaded his common stocks before the crash, then astutely reinvested afterward, making his influential family richer than ever. The Securities Exchange Act of 1934 successfully ended the casino-like shenanigans of the 1920s, turning many prominent business leaders—much of the upper class in America—against the Roosevelt administration. But again, the middle class, which blamed the big-pocket speculators for the crash and the Depression, was cheering.5


In April 1933, Roosevelt made the controversial decision to take the country off the gold standard, meaning that no longer would the amount of paper money printed be limited by the amount of gold in the government’s possession. The United States was not alone in taking this step (Britain had done the same thing two years earlier), but conservative business leaders and high-stakes investors saw it as sacrilege. From now on, monetary experts in the government would determine the appropriate amount of paper money to have in circulation, based on existing economic conditions. Traditionally, economists feared that printing too much paper money could trigger excessive inflation. But the administration didn’t think that was likely in the early 1930s, when interest rates were high and the economy was so weak that prices for most goods and services were plummeting. In those conditions, the problem was more likely to be deflation, which meant that money itself became more valuable. That was good news for savers, but because of bank failures and mass layoffs, most Americans of the day had no savings to speak of. For debtors, deflation was a disaster because the real value of what was owed grew as money became scarcer and more valuable.6


After taking the country off the gold standard, Roosevelt’s economic team tried to reverse the deflationary trend by manipulating the price of gold. That decision, unlike the much more sensible one to abandon the gold standard, was ill-considered from the start. Even though the value of the dollar was no longer directly tied to that of gold, people still took the precious metal seriously and believed that it influenced prices. For three months, from October 1933 to January 1934, the government followed a program of officially raising the price of gold every morning. Over breakfast, FDR, Henry Morgenthau Jr., and two other aides would decide what the raise for that day would be. The Treasury would then purchase gold on the open market at the new price, effectively raising the market to that level. Sometimes, the president would pretend to settle randomly on a particular figure, just to see the horrified look on Morgenthau’s face. The exact amount didn’t matter to FDR, as long as gold’s price steadily increased in an unpredictable manner that would discourage speculators. Some economists believed that such maneuvering would drive up commodities prices, thus stopping deflation in its tracks.


This turned out to be among the New Deal’s flakiest experiments. Plenty of good reasons existed for going off the gold standard, but boosting commodities prices by buying up gold didn’t work out, and Roosevelt would stop the practice. The best reason to abandon the gold standard was that it wouldn’t allow the government to run bigger budget deficits, even during a deep depression. FDR needed to free up the government to pursue the expansionist economic policies that defined the New Deal, such as spending on public works and relief. Here was the problem: If the nation’s currency was redeemable in gold and the government created a large budget deficit, the big savers and investors, fearing inflation, would hasten to exchange their dollars for gold. That would shrink the nation’s gold supply and force the government to take some paper money out of circulation to compensate for the reduced gold in its coffers. As long as the gold standard continued, less gold in the government’s vaults would necessitate a smaller money supply, creating more deflationary pressure. The administration had again made policy decisions that best served the interests of people of relatively modest means.


The rich, no longer able to redeem their dollars for gold, were predictably outraged. The effort to reverse the downward spiral in prices also made the poorest Americans nervous, with its prospect of having to pay more for consumer goods when their incomes were low. The thinner slices of population at the top and the bottom of society again opposed FDR’s machinations, but the great numbers in the economic middle saw the promise of stability.7


The greater flexibility in economic policy made possible by these financial moves enabled the federal government to act in even more direct and unprecedented ways to rescue the dispossessed and to raise incomes. The administration could now expand relief programs and public works projects even though that meant running a budget deficit. In addition, FDR moved to prop up farm prices and to establish a system of wage and price floors in other sectors of the economy. By March 1933, state and local governments were tapped out, with no more relief funds available to provide the unemployed and their families enough to subsist on. Even some Republican leaders at those levels turned to Washington for support and direction. Before FDR took office, Pennsylvania governor Gifford Pinchot, who had served under Teddy Roosevelt as head of the US Forest Service, had pleaded with Herbert Hoover to provide emergency federal aid to state relief agencies. Hoover had turned a deaf ear, but now that FDR was in the White House, he stepped up. After all, he himself had seen the desperate need for such assistance when he was governor of New York.


As his federal relief czar, Roosevelt installed Harry Hopkins, a small-town Iowan with a background in urban social work. Hopkins had seen the grim face of poverty up close, which most of the upper-crust politicians had not, and understood well the urgency of the problem. In his first two hours on the job, working from a temporary desk in a hallway, Hopkins wrote checks totaling over $5 million to state relief agencies. FDR shared Hoover’s fear that a permanent federal dole could foster dependency, but the new president didn’t let that stop him. His thought was to minimize that danger by making the main relief measure temporary. Roosevelt built that disclaimer right into the title of the agency that Hopkins headed, the Federal Emergency Relief Administration (FERA). Right at the outset, the administration signaled that the $500 million in federal grant money infused into state and local relief agencies to replenish their coffers was intended to alleviate a specific crisis, not meant to make Washington responsible for assistance over the long run.8


The surest way to raise income is to create jobs, and the Roosevelt team began that effort by setting up the Civilian Conservation Corps (CCC). The US Army provided most of the key personnel who ran the CCC, including Colonel George Catlett Marshall, who would lend his name to the European Recovery Program after World War II—the Marshall Plan. Marshall oversaw seventeen CCC camps in the Southeast. In its first year, the CCC hired a quarter of a million unemployed young men, and that number would rise to 3 million by the time the program ended in 1942. The men were put to work in the national forests and parks, building firebreaks and lookouts, bridges, campgrounds, trails, and museums. In return, they got room and board in work camps run by the military, plus $30 a month (about $580 in 2019 dollars), $25 of which had to be sent home to their families. That requirement, of an all-male workforce, to send money back home, can today be seen as a piece of social engineering that reinforced the pervasiveness of the male-breadwinner model. New Dealers invariably thought in terms of households, rather than individuals, and simply assumed that those households would be headed by men. Most Americans must have shared that perspective; the CCC was one of the most popular programs, not to mention one of the most enduring symbols of the New Deal.9


Roosevelt then launched the Civil Works Administration (CWA), a federal public works effort aimed at helping the overall population get through the winter of 1933–34, and that was less rigid about gender. Under the astute direction of Harry Hopkins, who wore many administrative hats during the 1930s, the CWA spent nearly $200 million a month from November 1933 to March 1934, and put 4.2 million needy men and women to work on light construction and housing projects: upgrading roads and bridges, laying sewer pipe, fixing up schools and hospitals, and building 150,000 outhouses for farm families. One reason for the program’s popularity was that, like the CCC, it paid people for work, affording some dignity and sidestepping the stigma of relief. In its brief five months of operation, the CWA drew most of its administrative staff from other, more lasting government agencies. That the program was temporary again illustrated Roosevelt’s concern that this type of assistance might prove so popular with those who benefited from it that it would take on a life of its own. The CWA was shuttered on schedule as the winter of 1933–34 ended, even though millions of workers still lacked paying jobs.10


The most iconic and longest-lasting New Deal public works project also primarily benefited male breadwinners. On April 10, 1933, Roosevelt urged Congress to get behind a massive public power project in the Tennessee River Valley. Some version of this idea had been kicking around since World War I, when the US government had erected the Wilson Dam along the river in northern Alabama to generate hydroelectric power for a munitions plant. Even the concept’s most fervent champion, Progressive Republican senator George Norris of Nebraska, never imagined it on as grand a scale as FDR did. In the president’s conception, the federal government would employ thousands of workers to construct a series of large dams to produce electricity cheaply throughout the region. Not only would the project electrify an isolated, largely rural area stretching from southwestern Virginia through Tennessee to northwestern Mississippi, and extending into portions of North Carolina, Georgia, Alabama, and Kentucky, it would also attract industry and create jobs. With strong support from Dixiecrats who applauded the direct benefits to the South, Congress quickly passed the measure. But when Roosevelt signed the Tennessee Valley Authority (TVA) into law, only five short weeks after introducing it, a howl went up from certain corners of the nation.11


For starters, the project largely ignored black Americans, employing whites almost exclusively, a reflection of the strictly segregated South where it was built. It also drew hostility from the other end of the socioeconomic spectrum, the wealthy, conservative, and powerful business leaders, of whom utility executive Wendell Willkie of Commonwealth and Southern Corporation became the most famous. It wasn’t just that the TVA was unmanageably large, according to these critics, but it would be built and run entirely by the government, without even a partnership role for private industry. The new power plants it built would compete with private-sector plants already in operation. In describing what he saw as the real problem with the TVA, Willkie coined a term that would become a permanent part of the American political vocabulary: big government.12


Roosevelt could have taken steps to calm the fears of these free-market conservatives. He could have made them a part of the process from the start or arranged to sell off the completed power plants after the TVA dams were finished. But FDR lacked faith in the private sector to get the job done properly and insisted on an entirely government-owned and government-operated venture. The right-wing rich could only suspect creeping socialism when they heard TVA head David Lilienthal describe the enterprise as “democracy on the march.” To them, the engineers and administrators assembled in the Knoxville headquarters might as well have been Soviet commissars supervising some piece of the latest five-year plan. As much as the TVA came to symbolize the achievements of the New Deal for white, middle-class men and their families, it revealed how polarizing it was, representing discrimination to America’s black citizens and governmental overreach to many of its business leaders.13


Also in 1933, the Roosevelt administration instituted a system of price supports for farmers, to raise their incomes through federal subsidies rather than through relief programs or public works. Farm incomes had been depressed during the 1920s, then had fallen faster and further than urban workers’ incomes after the crash. Despite the ongoing migration of Americans to the urban manufacturing centers, roughly 30 percent of the population still lived off farms in some way, and huge numbers of them now stood to lose everything to foreclosure. America had a soft spot for farmers, a sympathy also felt in state legislatures, which typically overrepresented rural areas. (Since 1900, many states had resisted reapportioning their legislatures after each census because that would have transferred more clout from the countryside to the fast-growing cities.) Powerful farm lobby groups, notably the American Farm Bureau Federation, exploited the increasing sympathy for farmers during the Great Depression.14


Support remained strong for what became a lasting federal policy of paying farmers to limit how much they grew, as a way of driving up prices for those agricultural products. This was true despite an early public relations fiasco that took years to live down. By the time the farm subsidies went into effect in May of 1933, farmers had already planted their spring crops. Since the idea was to increase prices by reducing the supply, it became necessary to plow under huge fields of growing corn and wheat. Critics of the New Deal on both the right and the left seized upon the spectacle of farmers destroying food crops while many Americans were going hungry. Likewise, the slaughtering of more than 6 million piglets and more than two hundred thousand sows because of a ruinous glut in the hog market horrified both America’s hungry and its animal lovers. Equally shocking was the plowing up of over 10 million acres of cotton when so many people couldn’t afford to put clothes on their backs. That this was a necessary, onetime adjustment in agricultural production didn’t matter; the jarring, incongruous images stuck in the minds of many people, some of whom came to believe for years afterward that this kind of destruction was an annual ritual.


Despite the nearly disastrous rollout, the new system of farm price supports soon achieved what its advocates had promised. The timing of the implementation was fortuitous, as the drought and dust storms of the 1930s—the Dust Bowl years—ravaged the Midwest and depressed farm production even further. Farm income rose 50 percent during Roosevelt’s first term in the White House, almost entirely making up the losses since 1929. Still, the farm sector continued to shrink, since most of the subsidies went to the biggest, most successful farm operations, but the devastating pace of family-farm failures was greatly slowed.15


The unique circumstances of each of the three distinct regional components of 1930s America could be seen in the different ways the New Deal’s farm policies played out around the country. In the parts of the Northeast and Midwest that hadn’t yet been urbanized, and where the highest concentration of family farms still existed, the policies functioned more or less as planned. Not coincidentally, Roosevelt’s secretary of agriculture, Henry Wallace, was born and bred in Iowa. Wallace had made a fortune developing high-yield hybrid corn, and he firmly believed that family farming, backstopped by mechanization, could remain vibrant in America. He drew on his vast personal experience to get the price-support system up and running quickly, which helped to calm rising turbulence in the Midwest, where mass foreclosures had given rise to some instances of violent vigilantism. Across the heartland, public, court-ordered sales of family farms were increasingly met with calls for armed resistance on the part of the farmers.


The reception in the South, a part of the country wholly unfamiliar to the likes of Henry Wallace, was different. In this region, dominated by large landowners who relied more on low-wage laborers than machinery, as opposed to the smaller but more mechanized family farm operations up North, the same policies produced much harsher results. Owners of the big southern farms would withdraw land from production, keeping the federal subsidy checks for themselves instead of sharing the money with their sharecroppers, and laying off the workers who had previously tilled that land. Then the plantation owners turned the steady stream of government money into new tractors, harvesters, and threshers, jumping on the bandwagon of mechanization pioneered by better-off farmers in the North and out West. As the demand for agricultural labor fell drastically in the South, a growing multitude of poor, landless farmhands, both black and white, saw no option but to leave for the nation’s larger towns and cities outside the region. The exodus out of the South that had begun during World War I accelerated during the thirties and forties, making the farm sector there much more like the big mechanized agricultural operations of California. The transformation felt much less like real reform than it did in the more heavily populated Northeast and Midwest, proving the difficulty of creating a national farm policy that treated the varied regions of the country fairly.16
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