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INTRODUCTION











The greatest and most enduring economic myth of the twentieth century is the idea that Franklin Roosevelt’s New Deal pulled America out of the Great Depression. This fantasy is so prevalent even today that liberal Democratic leaders in Congress call for a “new” New Deal to lift the incomes of the middle class and shelter American workers from the anxieties attached to the competitive forces of a global economy.




We are now informed that free market ideas have become old-fashioned, and that what Americans need are new government regulations, guard rails, and twenty spending programs to correct for the excesses of capitalism, such as the housing bubble.




An April 13, 2008, story in the New York Times told a tale that went like this: Once upon a time free market champion Milton Friedman taught us that it was the botched performance of government and politicians that created and then deepened the Great Depression, which became the prevailing view in recent decades. But now, “a bipartisan chorus has decided that unfettered markets are in need of fettering. Bailouts, stimulus spending, and regulations dominate the conversation.” Never mind that in 2007 there were $3 trillion in spending programs, and a record ninety thousand pages of federal rules and ten thousand commandments that are supposed to be doing that already.




Burt Folsom impressively details the massive catalog of governmental failures that were launched in Washington by the New Deal in the 1930s. The list ranges from the creation of Social Security, to the minimum wage, to farm subsidies, to the birth of the modern-day welfare system, to the Securities and Exchange Commission, to high rates of tariff and income taxation.




As Dr. Folsom points out, the Depression lasted eight years after FDR was elected and his first hundred-day assault on free markets was launched. The unemployment rate averaged greater than 12% during all of FDR’s first two terms in office. In the decade of the 1930s, U.S. industrial production and national income fell by almost one-third. The stock market never fully recovered from Black Tuesday in October of 1929 until the 1940s.




The most damning indictment of FDR’s New Deal agenda is that it did not do what it set out to do: end the Great Depression. Ask anyone over eighty, and he or she will probably say that FDR cared about the working man and gave the country hope. Maybe so, but that is not a sound economic plan—to declare, much as Bill Clinton would do sixty years later, “I feel your pain.” Empathy is all well and good, but it does not create jobs or businesses or wealth.




Burt Folsom rigorously reviews the history and leaves no doubt to anyone with a clear and open mind that the New Deal was in every objective way a failure. Here is what Folsom tells us:




The minimum wage increased unemployment in the 1930s. Taxes and tariffs triggered the great stock market collapse in 1929, then held the head of the economy underwater for another dozen years. The Smoot-Hawley tariff of 1930 (signed by Herbert Hoover), which raised the import tax to the highest level ever, may have been the single most economically destructive law to pass the U.S. Congress in all of the twentieth century—maybe even worse than Roosevelt’s WPA, NRA and AAA. The top tax rate under Roosevelt soared to almost 80 percent and then 90 percent, thus smothering any possibility of a recovery—a history lesson that Democrats would be wise to memorize.




Even the programs that are said to be the glittering examples of public policy success don’t shine so brightly any longer. Social Security was built as a Ponzi scheme where future generations would pay for the costs of the expansive benefits paid to earlier ones. “Pay as you go” worked like a dream when there were forty workers per retired person, but now looks like an Enron accounting fraud to today’s young workers—every two of whom will eventually subsidize every one retiree. The system’s massive deficits get larger every year. To declare Social Security a great success is to say that the Titanic had a glorious maiden voyage until it hit the iceberg.




The wonder is that our free enterprise system was resilient enough to withstand all these body blows and still have the remaining strength to eventually pull out of the Depression. It’s a testament to the American spirit of entrepreneurship, grit, and determination that prosperity was not lost forever.




The Democrats’ current laundry list of “new” New Deal programs—from cap and trade anti–global warming regulations, to 52 percent marginal tax rates, to socialized health care, to $300 billion of new spending programs every year appear to be almost intentionally designed to torpedo the U.S. economy. Voters may find the recent Barak Obama chant, “Change we can believe in,” mighty appealing. But if we adopt this “new” New Deal, the economy will almost certainly crater.




One incident recalled in Folsom’s truthful and indispensable history book reminds me of how economically counterproductive some of the New Deal laws were. Folsom recounts the tax time bombs FDR signed into law: “On April 27, 1942, he signed an executive order taxing all personal income over $25,000 at 100 percent. Congress balked at that rate and later lowered it to 90 percent at the top level, but the president and Congress approved of withholding taxes and also of a 20 percent rate on all annual income starting at $500.” Yikes. Clearly the New Dealers had forgotten the benefit of the 1920s tax cuts. We had to rediscover that tax lesson decades later with the Laffer Curve, which suggests that cutting high tax rates will generate more revenue than hiking taxes.




The irony of the New Deal is that this agenda, based on good and honorable intentions to help the poor and unemployed, caused more human suffering and deprivation in America than any other set of ideas in the twentieth century. And this book proves it.




Democrats make many of the same lofty promises today: They promise to put equality above growth. Yet they are likely to discover, as we learned from the New Deal, that this redistributionist agenda produces neither.




—Stephen Moore, Senior Economics Writer,
 the Wall Street Journal editorial board, 
and coauthor of The End of Prosperity
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THE MAKING OF THE MYTH: FDR AND THE NEW DEAL











On May 9, 1939, Henry Morgenthau, Jr., the secretary of the treasury and one of the most powerful men in America, had a startling confession to make. He made this remarkable admission before the influential Democrats who ran the House Ways and Means Committee. As he bared his soul before his fellow Democrats, Morgenthau may have pondered the irony of his situation.




Here he was—a major cabinet head, a man of great authority. The source of his power, of course, was his intimate friendship with President Franklin Delano Roosevelt. Morgenthau was the president’s longtime neighbor, close confidant, and—would be for over a decade—his loyal secretary of the treasury. Few men knew the president better, talked with him more, or defended him more faithfully. Eleanor Roosevelt once said Morgenthau was one of only two men who could tell her husband “categorically” that he was wrong and get away with it. Roosevelt and Morgenthau liked to banter back and forth at cabinet meetings, pass each other secret notes, meet regularly for lunch, and talk frequently on the phone. Morgenthau cherished a photo of himself and the president in a car, side by side, friends forever, with Roosevelt’s inscription: “To Henry,” it read, “from one of two of a kind.”1




But in May 1939, Morgenthau had a problem. The Great Depression—the most devastating economic catastrophe in American history—was not only persisting, in some ways it was getting worse. Unemployment, for example, the previous month had again passed the 20 percent mark. Here was Morgenthau, the secretary of the treasury, an expert on finance, a fount of statistics on the American economy during the 1930s; his best friend was the president of the United States and the author of the New Deal; key public policy decisions had to go through Morgenthau to get a hearing. And yet, with all this power, Morgenthau felt helpless. After almost two full terms of Roosevelt and the New Deal, here are Morgenthau’s startling words—his confession—spoken candidly before his fellow Democrats on the House Ways and Means Committee:








We have tried spending money. We are spending more than we have ever spent before and it does not work. And I have just one interest, and if I am wrong…somebody else can have my job. I want to see this country prosperous. I want to see people get a job. I want to see people get enough to eat. We have never made good on our promises…. I say after eight years of this Administration we have just as much unemployment as when we started…. And an enormous debt to boot!2







In these words, Morgenthau summarized a decade of disaster, especially during the years Roosevelt was in power. Indeed average unemployment for the whole year in 1939 would be higher than that in 1931, the year before Roosevelt captured the presidency from Herbert Hoover. Fully 17.2 percent of Americans, or 9,480,000, remained unemployed in 1939, up from 16.3 percent, or 8,020,000 in 1931. On the positive side, 1939 was better than 1932 and 1933, when the Great Depression was at its nadir, but 1939 was still worse than 1931, which at that time was almost the worst unemployment year in U.S. history. No depression, or recession, had ever lasted even half this long.




Put another way, if the unemployed in 1931 under Hoover would have been lined up one after the other in three separate lines side by side, they would have extended from Los Angeles across the country to the border of Maine. In 1939, eight years later, the three lines of unemployed Americans would have lengthened, heading from the border of Maine south to Boston, then to New York City, to Philadelphia, to Washington, D.C., and finally into Virginia. That line of unemployed people from the border of Maine into Virginia was mostly added when Roosevelt was president.3




We can visualize this hypothetical line of unemployed Americans, but what about the human story of their suffering. Who were some of them, and what were they thinking? In the line at Chicago, we would encounter salesman Ben Isaacs. “Wherever I went to get a job, I couldn’t get no job,” Isaacs said of the prolonged depression. “I went around selling razor blades and shoe laces. There was a day I would go over all the streets and come home with fifty cents, making a sale. That kept going until 1940, practically.” Letters to President Roosevelt tell other stories. For example, in Chicago, a twelve-year-old Chicago boy wrote the president, “We haven’t paid the gas bill, and the electric bill, haven’t paid grocery bill for 3 months…. My father he staying home. All the time he’s crying because he can’t find work. I told him why are you crying daddy, and daddy said why shouldn’t I cry when there is nothing in the house.” In our hypothetical unemployment line at Latrobe, Pennsylvania, we might see the man who wrote in 1934, “No home, no work, no money. We cannot go along this way. They have shut the water supply from us. No means of sanitation. We cannot keep the children clean and tidy as they should be.” From Augusta, Georgia, in 1935 came this letter to the president: “I am eating flour bread and drinking water, and no grease and nothing in the bread…. I aint even got bed[d]ing to sleep on….” But even he was better off than the man from Beaver Dam, Virginia, who wrote the president, “We right now, have no work, no winter bed clothes…. Wife don’t even have a winter coat. What are we going to do through these cold times coming on? Just looks we will have to freeze and starve together.”4




High unemployment was just one of many tragic areas that made the 1930s a decade of disaster. The Historical Statistics of the United States, compiled by the Census Bureau, fills out the rest of the grim picture. The stock market, which picked up in the mid-1930s, had a collapse later in the decade. The value of all stocks dropped almost in half from 1937 to 1939. Car sales plummeted one-third in those same years, and were lower in 1939 than in any of the last seven years of the 1920s. Business failures jumped 50 percent from 1937 to 1939; patent applications for inventions were lower in 1939 than for any year of the 1920s. Real estate foreclosures, which did decrease steadily during the 1930s, were still higher in 1939 than in any year during the next two decades.5




Another disaster sign in the 1930s was the spiraling national debt. The United States had budget surpluses in 1930 and 1931, but soon government spending ballooned and far outstripped revenue from taxes. The national debt stood at $16 billion in 1931; by the end of the decade the debt had more than doubled to more than $40 billion. Put another way, the national debt during the last eight years of the 1930s, less than one decade, grew more than it had in the previous 150 years of our country’s existence. From 1776 to 1931, the spending to support seven wars and at least five recessions was more than offset by the debt acquired during the 1930s. Put yet another way, if Christopher Columbus, on that October day when he discovered the New World, could have arranged to put $100 a minute in a special account to defray the American debt, by 1939 his account would not yet have accumulated enough cash to pay for just the national debt acquired in the 1930s alone. In other words, if we were to pay $100 a minute (in 1930s dollars) into a special ’30s debt account, we would need more than 450 years to raise enough money to pay off the debt of that decade.6




The economic travail of the New Deal years can also be seen in the seven consecutive years of unbalanced trade from 1934 to 1940. Much of our government spending during the decade went to prop up prices of wheat, shirts, steel, and other exports, which in turn, because of the higher prices, made them less desirable as exports to other countries. From 1870 to 1970, only during the depression years plus the year 1888 did the United States have an unfavorable balance of trade.7




Hard times are often followed by social problems. The United States in the 1930s was no exception. For example, the American birthrate dropped sharply, and the country’s population increased only 7 percent in that decade. During the more prosperous 1920s, by contrast, the birthrate was higher and the country’s population increased 16 percent.8




For many Americans, the prolonged Great Depression of the 1930s became a time of death. As one eighty-year-old wrote, “Now [December 1934] there are a lot of us [who] will choose suicide in preference to being herded into the poor house.” Apparently, thousands of Americans agreed with her, because suicides increased from 1929 to 1930 and remained high throughout the 1930s. Equally sad were the people who gave up on life after prolonged despair and took their lives more subtly, through an accidental fall, reckless driving, or being hit by a train. All three of these categories hit record numbers of deaths per capita during the New Deal years.9




The loss of the will to live was also reflected in life expectancy during the 1930s. When Franklin Roosevelt became president in 1933, life expectancy in the United States was 63.3 years. Since 1900, it had steadily increased sixteen years—almost half a year each year of the first third of the twentieth century. In 1940, however, after more than seven years of the New Deal, life expectancy had dropped to 62.9 years. Granted, the slight decline during these years was not consistent—two of the seven years showed an increase over 1933. But the steady increase in life expectancy from 1900 to 1933 and from 1940 to the end of the century was clearly interrupted only during the New Deal years.10




The halt in improved life expectancy hit blacks even harder than whites. In 1933, black Americans could expect to live only 54.7 years, but in 1940 that had dropped to 53.1 years. Both before and after the Great Depression, the gap in life expectancy between blacks and whites had narrowed, but from 1933 to 1940 it actually widened. Strong indications are that blacks suffered more than whites during Roosevelt’s first term as president.11




Someone might survey the wreckage from the 1930s and say, “Okay, maybe the whole decade of the thirties was a disaster. But since the Great Depression was a worldwide catastrophe, doesn’t that diminish America’s blame for its bad numbers?” The Great Depression did, of course, rock most of the world, but some nations performed better than others in limiting damage and restoring economic growth. Fortunately, the League of Nations collected data from many nations throughout the 1930s on industrial production, unemployment, national debt, and taxes. How did the United States compare with other countries? The answer: in all four of these key indexes the U.S. did very poorly, almost worse than any other nation studied. Most nations of Europe weathered the Great Depression better than the United States did.12




In a decade of economic disaster, such as the 1930s, a decline in morality is a significant danger. If record numbers of people are hungry, out of jobs, and taxed higher than ever before, will the charity, honesty, and integrity necessary to hold a society together begin to crumble as well? The Historical Statistics of the United States offers some help in answering this question. Homicides increased slightly during the 1930s. There were more than 10,000 murders a year only seven times from 1900 to 1960, and all seven years were in the 1930s. Arrests during this decade roughly doubled: almost 300,000 were made in 1932, and this steadily increased, reaching a peak of almost 600,000 in 1939. Divorce rates increased as well, especially during the late 1930s, and the number of cases of syphilis treated almost doubled, although cases of gonorrhea were roughly constant.13




Statistics can’t tell the whole story of the changing mores of the 1930s. Many persons openly threatened to steal—or thought about stealing—to make ends meet during the Great Depression. Joblessness also led to “jumping trains” either to find work elsewhere or just to roam the country. R. S. Mitchell of the Missouri Pacific Railroad testified before the U.S. Senate that young men who jumped trains often encountered “hardened criminals” on these rides, who were a “bad influence” on the character of these youths. The Historical Statistics further shows that deaths to trespassers on railroads were at their highest ever during the depression years of 1933 to 1936.14




ROOSEVELT AND THE HISTORIANS




Did the New Deal, rather than helping to cure the Great Depression, actually help prolong it? That is an important question to ask and ponder. Almost all historians of the New Deal rank Roosevelt as a very good to great president and the New Deal programs as a step in the right direction. With only a few exceptions, historians lavish praise on Roosevelt as an effective innovator, and on the New Deal as a set of programs desperately needed and very helpful to the depressed nation.




An example of this adulation is the appraisal by Henry Steele Commager and Richard B. Morris, two of the most distinguished American historians of the twentieth century. Commager, during a remarkable career at Columbia University and Amherst College, wrote over forty books and became perhaps the bestselling historian of the century. From the first year of Roosevelt’s presidency, Commager lectured and wrote articles in defense of the New Deal. Richard Morris, his junior partner at Columbia, was a prolific author and president of the American Historical Association. Here is Commager and Morris’s assessment of Roosevelt and the New Deal:








The character of the Republican ascendancy of the twenties had been pervasively negative; the character of the New Deal was overwhelmingly positive. “This nation asks for action, and action, now,” Roosevelt said in his first inaugural address, and asked for “power to wage war against the emergency.”…




It is the stuff of good history, this—a leadership that was buoyant and dynamic; a large program designed to enable the government to catch up with a generation of lag and solve the problems that crowded upon it; a people quickened into resolution and self-confidence; a nation brought to realize its responsibilities and its potentialities. How it lends itself to drama! The sun rises on a stricken field; the new leader raises the banner and waves it defiantly at the foe; his followers crowd about him, armies of recruits emerge from the shadows and throng into the ranks; the bands play, the flags wave, the army moves forward, and soon the sound of battle and the shouts of victory are heard in the distance. In perspective we can see that it was not quite like that, but that was the way it seemed at the time.15







Commager and Morris’s assessment highlights four main points of defense for Roosevelt and the New Deal that have been adopted by most historians for the last seventy years: first, the 1920s were an economic disaster; second, the New Deal programs were a corrective to the 1920s, and a step in the right direction; third, Roosevelt (and the New Deal) were very popular; and fourth, Roosevelt was a good administrator and moral leader.




These four points constitute what many historians call “the Roosevelt legend.” Since the works of Arthur M. Schlesinger, Jr., and William Leuchtenburg have been essential in shaping and fleshing out this view of Roosevelt, I will quote from them liberally. Schlesinger twice won the Pulitzer Prize and was probably the best-known historian in America. His three volumes on the rise of Roosevelt and the early New Deal became landmark books. Leuchtenburg, a professor at Columbia University and the University of North Carolina, wrote the standard one-volume history of the New Deal. Leuchtenburg studied and wrote his Ph.D. dissertation under the direction of Commager. The seasoned Commager was pleased with Leuchtenburg’s devotion to Roosevelt because Commager gave Leuchtenburg the opportunity to write his history of the New Deal for the prestigious New American Nation Series. Leuchtenburg, in his career, trained scores of New Deal historians, who later wrote books and major articles on the New Deal. No one has ever, and maybe will ever, train more New Deal historians than William Leuchtenburg.16 Here, in more detail, are the four myths that Commager, Morris, Schlesinger, Leuchtenburg, and most historians have promoted.




First, as Commager and Morris state, “The character of the Republican ascendancy of the twenties had been pervasively negative; the character of the New Deal was overwhelmingly positive.” In other words, the 1920s was an economic disaster that helped lead to the Great Depression, from which Roosevelt with his New Deal provided useful tools of relief, partial recovery, and reform for the American economy.




To promote this view, both Schlesinger and Leuchtenburg support the underconsumption thesis, which states that the Great Depression was accelerated because workers did not have adequate purchasing power during the 1920s to buy the products of industrial America. According to Schlesinger, “Management’s disposition [in the 1920s] to maintain prices…meant that workers and farmers were denied the benefits of increases in their own productivity. The consequence was the relative decline of mass purchasing power.” President Calvin Coolidge and his treasury secretary, Andrew Mellon, contributed to great income disparities by enacting tax cuts for the rich. “The Mellon tax policy,” Schlesinger says, “placing its emphasis on relief for millionaires rather than for consumers, made the maldistribution of income and oversaving even worse.” Along similar lines, Leuchtenburg argues, “Insofar as one accepts the theory that underconsumption explains the Depression, and I do, then one can say that the Presidents of the 1920’s are to blame….”17




Second, “the character of the New Deal was overwhelmingly positive.” Its intentions were excellent, and its results tended to be positive. Historians cite statistics to support this point: unemployment was 25 percent in 1933, Roosevelt’s first year in office, and dropped steadily to about 15 percent by the end of his term in early 1937. The New Deal, then, did not solve the Great Depression, but it was a move in the right direction. William Leuchtenburg writes, “The New Deal achieved a more just society by recognizing groups which had been largely unrepresented—staple farmers, industrial workers, particular ethnic groups, and the new intellectual-administrative class.” Samuel Eliot Morison, longtime professor at Harvard University, echoed this view: “The New Deal was just what the term implied—a new deal of old cards, no longer stacked against the common man.” Textbook writers often pick up this theme. Historian Joseph Conlin concludes, “The greatest positive accomplishment of the New Deal was to ease the economic hardships suffered by millions of Americans….”18




Third, Roosevelt was a popular and beloved president. He received unprecedented amounts of fan mail and he won reelection by a smashing 523 to 8 landslide in the electoral college—and then won two more terms after that. His fireside chats on the radio uplifted Americans and mobilized them behind his New Deal. “He came through to people,” Schlesinger wrote, “because they felt—correctly—that he liked them and cared about them.” Conlin writes, “Where Teddy [Roosevelt] had been liked and enjoyed, however, FDR was loved and adored.” There were, of course, pockets of opposition to Roosevelt, especially among some selfish and greedy businessmen, who resented the regulations and taxes in the New Deal programs. “Roosevelt,” Leuchtenburg writes, “was also determined to regulate the practices of high finance, and it was inevitable that this would cost him business support.” But most Americans were enthusiastically behind the president. In fact, in his first midterm election of 1934, his party gained seats in both the House and Senate—something only Roosevelt did between 1902 and 1998. By 1936, his Democrats dominated Congress more than any party has in the last 150 years.19




Fourth, Roosevelt was an admirable executive and a good moral leader. Schlesinger, like all historians, concedes that Roosevelt “made mistakes both in policy and in politics,” but he was a great president nonetheless. “Roosevelt had superb qualities of leadership, superb instincts for the crucial problems of his age, superb ability to select and manage vigorous subordinates, enormous skill as a public educator, and enormous ability to lift the spirits of the republic and to mobilize national energies.” According to Morison, “Roosevelt reasserted the presidential leadership which had been forfeited by his three predecessors and promoted the growth of federal power, which had halted since the First World War.” Leuchtenburg concludes that “if the test of a good administration is not an impeccable organizational chart but creativity, then Roosevelt must be set down not merely as a good administrator but as a resourceful innovator.” What’s more, “Franklin Roosevelt re-created the modern Presidency. He took an office which had lost much of its prestige and power in the previous twelve years and gave it…importance….” Moral leadership is important, and Leuchtenburg writes that “essentially he [Roosevelt] was a moralist who wanted to achieve certain humane reforms and instruct the nation in the principles of government.” “The presidency,” Roosevelt himself said, “is not merely an administrative office…. It is predominantly a place of moral leadership.”20




These four parts of the Roosevelt legend have a strong cumulative effect and historians regularly place Roosevelt among the top three presidents in U.S. history. In fact, the most recent Schlesinger poll (1996) ranks Roosevelt and Lincoln as the greatest president in U.S. history. He and his New Deal have become American idols. As Conlin writes, “From the moment F. D. R. delivered his ringing inaugural address—the clouds over Washington parting on cue to let the March sun through, it was obvious that he was a natural leader.” Even before Roosevelt died, Conlin notes, “he was ranked by historians as among the greatest of the chief executives…. No succeeding generation of judges has demoted him.” Leuchtenburg concludes, “Few would deny that Franklin Delano Roosevelt continues to provide the standard by which every successor has been, and may well continue to be, measured.”21




Of course, historians are often nigglers and all students of Roosevelt and his presidency have some complaints. What’s interesting is that most of these complaints are that Roosevelt should have done more than he did, not less. “The havoc that had been done before Roosevelt took office,” Leuchtenburg argues, “was so great that even the unprecedented measures of the New Deal did not suffice to repair the damage.” Therefore, to Leuchtenburg and others, the New Deal was only “a halfway revolution” that should have gone further. Some historians say FDR should have done more deficit spending during the recession of 1937; some chide him for not supporting civil rights more strongly; some point to abuse or corruption in some of the programs; and some say he should have done much more to redistribute wealth. The New Deal was, many historians conclude, a conservative revolution that saved capitalism and preserved the existing order. Some New Deal historians of the 1980s, 1990s, and 2000s—loosely called the “constraints school”—argue that the New Deal did promote many needed changes, but that Roosevelt was constrained in what he could accomplish and therefore he did as much reform as circumstances would permit.22




These recent criticisms of Roosevelt and the New Deal slightly alter but do not diminish the Roosevelt legend. The four points of defense are currently intact, and are usually found in most histories of the New Deal and in virtually all of the American history textbooks today.




Two examples will help illustrate this point. David Kennedy and George McJimsey, both of whom loosely fit in the “constraints school,” have written recent books on the Roosevelt presidency. Kennedy’s book won the Pulitzer Prize in history and McJimsey’s is part of the distinguished American Presidency Series. Kennedy praises “the remarkable generation of scholars” who did “pioneering work on the New Deal era.” He cites Leuchtenburg, Schlesinger, and four other similar historians and writes, “Though I sometimes disagree with their emphases and evaluations, they laid the foundation on which all subsequent study of that period has built, including my own.” Kennedy, like these predecessors, concludes, “Roosevelt’s New Deal was a welcoming mansion of many rooms, a place where millions of his fellow citizens could find at last a measure of…security….” McJimsey, also like his predecessors, praises Roosevelt: “No president in our history has faced such critical problems with the courage, vision, and stamina that Roosevelt displayed.” McJimsey concludes that “one of Roosevelt’s major achievements was to create an institutional structure for the modern welfare state…. Subsequent presidents,” McJimsey notes approvingly, “were freer than ever to use government in creative ways.”23




The durability of Roosevelt’s popularity among historians was noted by Arthur Schlesinger, Jr., who himself was sometimes criticized for his Roosevelt books. Schlesinger remarked in 1988 that the rapidly increasing historical scholarship has more polished than tarnished the Roosevelt legend. In 1988, almost thirty years after Schlesinger’s major works on Roosevelt were published, he surveyed the avalanche of recent books on the New Deal and observed that “a very considerable literature has appeared on many facets of the age of Roosevelt. I do not believe that the outpouring of scholarly books, monographs, and articles changes the main outline of the story told in these volumes, but some float ingenious theories and others add valuable details.”24






After his 1996 presidential poll, Schlesinger was more confident in Roosevelt than ever. Of the thirty-two experts consulted, thirty-one gave FDR the highest rating of “Great” and one ranked him “Near Great,” the second highest rating. “For a long time FDR’s top standing enraged many who had opposed his New Deal,” Schlesinger wrote. “But now that even Newt Gingrich pronounces FDR the greatest president of the century, conservatives accept FDR at the top with stoic calm.” Along these lines, historian David Hamilton, who edited a book of essays on the New Deal, observed, “Conservative critiques [of the New Deal] have drawn less attention in recent years….” In other words, according to Schlesinger and many historians, the debate is over as the Roosevelt legend is established even among conservative historians.25




The historical literature tends to support Schlesinger. The books and articles on Roosevelt and the New Deal are now so extensive, however, that it is almost impossible to read it all. Historian Anthony Badger has come as close as any modern historian to mastering the New Deal literature, and his book The New Deal: The Depression Years, 1933–1940 is an essential tool to the modern historian trying to sort out all the writing on the subject. Badger looks fondly at Schlesinger and Leuchtenburg, the two key historians to shape the historical writing on the New Deal:








At a time when there were few specialist monographs, both authors [Schlesinger and Leuchtenburg] displayed a remarkably sure touch in identifying the critical issues at stake in the most diverse New Deal activities. Both demonstrated an enviable mastery of a vast range of archival material. No one is ever likely to match the richness of Schlesinger’s dramatic narrative. No one is ever likely to produce a better one volume treatment of the New Deal than Leuchtenburg’s.26







Thus, the Roosevelt legend seems to be intact. And as long as it is intact, the principles of public policy derived from the New Deal will continue to dominate American politics. As historian Ray Allen Billington noted, the New Deal “established for all time the principle of positive government action to rehabilitate and preserve the human resources of the nation.”27 Yet, as we have seen, there is that nagging observation in 1939 by Henry Morgenthau, the secretary of the treasury, the friend of Roosevelt’s and the man in the center of the storm. With great sadness, he confessed, “We are spending more than we have ever spent before and it does not work…. We have never made good on our promises.”




Since national unemployment during the previous month of April 1939 was 20.7 percent, Morgenthau’s admission has the ring of truth to it.




Is it possible that the Roosevelt legend is really the Roosevelt myth?
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FDR’S RISE TO POWER: POLITICAL SKILL, AMBITION, AND DECEPTION











For many people today, Franklin D. Roosevelt is still an American icon. But what kind of man was he? The basic facts of his life are clear. He was born an only child into a wealthy Democrat family in Hyde Park, New York. He married Eleanor Roosevelt, a distant cousin, who was the favorite niece of President Theodore Roosevelt. Franklin’s connection with his famous relative was one he cultivated and one that stirred his own interest in politics. He was attractive, a good speaker, a clever politician, and well connected—all of which he used to launch his political career. He was elected twice to New York’s state senate and served a stint as assistant secretary of the navy during World War I. Twice Roosevelt was defeated in politics—once in a primary race for the U.S. Senate in 1914 and once as the Democrats’ vice presidential candidate in 1920. He contracted polio in 1921 and lost the use of his legs. But he continued his political career from his wheelchair and thereafter he won six elections, two as governor of New York and four as president of the United States. These are the bare facts, but there is so much more to the story.1




Roosevelt, as his battle with polio suggests, displayed great perseverance and skill to become president. His teachers and peers insisted he was no intellectual, but he learned quickly, either from others or from experience. He had a retentive mind that ranged widely, and he was an eager talker always on the search for listeners. He liked to be the center of attention and would exaggerate and stretch the truth to hold and impress an audience. He was very confident in his abilities and, like many successful politicians, he was charismatic. He attracted people to him, and people liked to be with him.




Given Roosevelt’s wealth and opportunity, it is surprising to discover that he was not gifted in the field of economics in general, or in business in particular. In part, his family’s wealth immunized him from having to learn how business worked or how to earn money. “Money was never discussed at home,” his mother, Sara, revealed, “living as we did in the country there was no opportunity for spending it…. All his books and toys were provided for him.” She added, “We never subjected the boy to a lot of don’ts.”2




Even if his parents had wanted to teach their son about finance, it’s not clear what wisdom they could have imparted. His father, James, had inherited his fortune, and through a series of poor investments in southern railroads and a canal through Nicaragua, he barely maintained it. On his mother’s side, his grandfather, Warren Delano, made his money selling opium illegally to Chinese addicts. “I don’t pretend to justify…the opium trade in a moral and philanthropic point of view,” Delano said, but he persisted in it even when China declared war to stop it. When Delano finally retired to his mansion in New York, his legitimate business investments there seem to have done no better than James Roosevelt’s. Strapped for cash, Delano went back to the opium trade and Sara spent several of her youthful years in China with her family while her father rebuilt his finances.3






From 1865 to 1910, the United States became the major industrial nation of the world, but the Roosevelts, despite their inherited wealth, did little to increase or decrease their fortune during this period. Others, often poor men, and sometimes immigrants, took the risks that made America preeminent in railroads, oil, and steel. For example, from another Dutch New York family came Cornelius Vanderbilt, who controlled the remarkably successful New York Central Railroad and became the wealthiest man in the nation. Immigrant Thomas Dickson, who started work as a mule driver, became a manufacturing giant and president of the Delaware and Hudson Railroad. As a vice president of the Delaware and Hudson, James Roosevelt worked with both of these men, or more accurately, under both of these men. Thomas Dickson was the boss, and the gentlemanly Roosevelt must have chafed at taking orders from an uneducated immigrant. When Vanderbilt’s grandson Frederick moved nearby, Roosevelt refused to accept a dinner invitation at the Vanderbilt home because, as he told his wife, “If we accept, we shall have to have them at our house.”4




Young Franklin enjoyed this story immensely and retold it with gusto often, but he was not a snob like his father. It’s true, as Eleanor noted, that “Franklin finds it hard to relax with people who aren’t his social equals.” But in politics, he would develop superb skills in persuading and leading those who were not born into wealth or social position.5




Growing up in the sheltered and secure atmosphere of a huge mansion in Hyde Park, Roosevelt was sent to be with his “social equals” in prep school at Groton and in college at Harvard. He struggled at both schools and had many disappointments. At Groton, he confessed years later, “I always felt entirely out of things.” His academic work was competent, but “not brilliant,” as the rector noted. And in sports his feeble efforts won no respect from his more capable peers. He was “always a little the outsider,” he told Eleanor. He was not good enough to make the football team; in baseball he played on “a new team which is called the BBBB, or Bum Base Ball Boys,” which attracted, according to Roosevelt, “about the worst players in the school.” So he took boxing lessons. In his first and last boxing match, played out before his classmates, Roosevelt was ignominiously pummeled in two rounds. The victor, Fuller Potter, later said, “I can’t understand this thing about Frank. He never amounted to much at school.”6




Much of Roosevelt’s Harvard experience was a replay of Groton. He did not make the football team again, and was relegated to the cheering section. His grades were mediocre, a C to C+ average. He tended to avoid the academic world of homework, study, and research; instead he focused on the social-political world of clubs, public debates, and journalism. His record was again mixed. He was accepted into membership of “The Fly,” a prominent social club, and he did become editor of the Crimson, the school newspaper. But he was rejected for membership in Porcellian, the oldest and most elite social club at Harvard. Since his father had made Porcellian—as did Teddy Roosevelt and his two sons—that public failure was especially galling to him. Fifteen years later he confessed to a relative that his rejection by Porcellian was “the greatest disappointment of my life.”7 But Porcellian members were future entrepreneurs, bankers, and corporate lawyers; Roosevelt was a future politician.




Young Roosevelt had high ambitions and he was sensitive to the gap between his expectations and his performance in school. He sometimes chose to handle his failures by evasiveness, exaggerations, and small lies. It’s hard to tell when his habit of stretching the truth started, but it was well developed at Groton. For example, when he fared poorly in a race with one hundred students, he told his parents he finished fourth—knowing his deception would be undetected because the school newspaper (which they would see) only listed the top three finishers. Geoffrey Ward, who has studied Roosevelt’s early years perhaps more carefully than any other scholar, has described his regular efforts to manipulate the evidence to explain his shortcomings: “The boys who outran or outboxed or outkicked him were invariably [according to Roosevelt] too experienced or too big to have provided fair competition; if he slipped in the academic standings it was because of the arrival of two ‘horribly clever’ new boys. And if he thought distorting the truth would go undetected, he did not hesitate to try that, either.”8




After graduating from Harvard, Roosevelt tried to find his niche in law school at Columbia. But his record again was not one of distinction. According to one of his professors, Jackson Reynolds, “Franklin Roosevelt was not much of a student [at Columbia] and nothing of a lawyer afterwards…. He didn’t appear to have any aptitude for law, and made no effort to overcome that handicap by hard work. He was not a worker and he flunked.” Although he did pass Jackson’s course, he flunked two others. He never did finish law school, but he passed the bar exam, and was thus open for employment in one of New York’s law firms. Roosevelt married his cousin Eleanor during this time—President Theodore Roosevelt gave away the bride—but the marriage was one of convenience.9




In Roosevelt’s generation, most graduates of Groton and Harvard went into banking, law, or business. The problem, of course, is that Roosevelt did not have aptitude in those areas. Searching for his niche, he became a law clerk for the New York firm of Carter, Ledyard, & Milburn. Lewis Ledyard, the senior partner, described Roosevelt as “utterly worthless” and complained about the quality (and quantity) of his work. But young Franklin’s mind was elsewhere. He didn’t like law or business and he had enough family wealth that he didn’t need to please Lewis Ledyard, Jackson Reynolds, or anyone else, except, perhaps, his doting and recently widowed mother. Roosevelt’s much older stepbrother, James R. Roosevelt, Jr., was a “gentleman” and never held a full-time job. Franklin could have done the same thing, and if he had his mother would probably have subsidized and encouraged him.10




But young Franklin was developing a burning interest in politics. What he lacked in aptitude and desire for business and law, he was developing in political skills. He was slowly learning how to influence men. Even as a young man of twenty-five, with no ideas of his own, Franklin had set his eyes on the presidency. At Ledyard’s law firm, when Franklin and some of the other clerks would discuss their futures, he explained to them in detail how he planned to win the presidency someday. With persuasive charm, Roosevelt mapped out his strategy of following in his famous cousin’s footsteps: He would first run for the state legislature, then he would advance to assistant secretary of navy, and then win election as governor of New York. From a base as head of the largest state in the union, he would launch a successful bid for the presidency. Over the next twenty-five years, he would in fact follow every step of that path.11




As improbable as Roosevelt’s ambitions were to his fellow law clerks, his choice of a career in politics would fit his skills perfectly. When he switched his thinking from how to earn money to how to influence voters, he was playing to his natural strength. Oliver Wendell Holmes later observed of Roosevelt that he had “a second-class intellect. But a first-class temperament.” Given that stark distribution of talent, the world of smiles, handshakes, and speeches fit Roosevelt much better than the world of ledgers, lawsuits, and investments. He preferred to use his mother’s money—and she supplied him regularly and generously—to run for office rather than to fund a business. Throughout his life, he depended on largesse from his mother to make ends meet.12




In 1910, at age twenty-eight, the well-financed Roosevelt chose to launch his political career with a run for the New York state senate. Unlike his mediocre efforts in the classroom, he found he could sway voters in speeches and in conversation. He campaigned diligently from town to town for five weeks throughout the whole Hyde Park district. The crowds, the speeches, and the politicking were all salve to his ego, and a fresh relief from the world of business. And he was actually good at it—so good that he became the first Democrat in decades from his district to capture a seat in the New York Senate. Two years later he overwhelmingly won reelection. When Roosevelt, with his magnetic charm and famous name, showed himself to be a vote-getter he attracted even more notice and won a larger audience. President Woodrow Wilson therefore plucked him out of the legislature and placed him into the cabinet as assistant secretary of navy, where FDR would serve during the First World War. Roosevelt had finally achieved distinction, and was following his path to the White House. Dozens of Roosevelt’s peers had received A’s in economics classes; dozens more were successful lawyers and corporate executives. But only Roosevelt was winning tough political races and consulting with the president.13




Many who have studied Roosevelt’s remarkable ascent in politics have noted that his rise is all the more spectacular because in achieving the White House he had to overcome the crippling disease of polio. Indeed, when Roosevelt contracted polio at age thirty-nine, after a chilling swim at his summer home in Canada, his career in politics seemed over. He had to persevere with boldness and political skill to establish himself among New York Democrats as a viable candidate.14




But Roosevelt had some good luck as well. First, when he was just a state senator, Louis Howe, a newspaper reporter, was attracted by Roosevelt’s magnetic charm and quit his job, joined Roosevelt’s staff, and dedicated his life to making him president. Howe regularly addressed his boss as “our future and beloved president.” When Roosevelt was hit by polio, Howe always stood by him, still called him “future president,” and personally nurtured Roosevelt’s political contacts throughout New York. Second, Marguerite “Missy” LeHand joined Roosevelt’s staff a year before his polio attack, and she, like Howe, was swept into his personal orbit. She absorbed her life into his. She became his loyal secretary, efficient maid, lifelong companion, and (with Howe) his most enthusiastic booster. Together she and Howe cared for Roosevelt, nurtured his dreams, and constantly helped him adjust to life in a wheelchair. Third, Roosevelt still had access to his mother’s money (even though she tried to maneuver him out of politics). This regular source of cash meant that Roosevelt could spend most of his time away from home, with Louis Howe and Missy LeHand to help him, while his mother and Eleanor raised his five children from their households in Hyde Park and New York City.15




A final piece of Roosevelt luck was the timing of the polio. It occurred during a Republican decade when Democrat victories in New York and elsewhere were few and far between. If Roosevelt had been perfectly healthy, he no doubt would have been tempted to try to win a major Democrat nomination in New York, and might have suffered a trouncing that would have squelched his political ambitions forever. With polio, no Democrat expected him to run for office again; he had seven years to get used to life in a wheelchair and plan his next political race. Meanwhile, the team of Howe and LeHand, by signing Roosevelt’s name to hundreds of letters and articles, regularly kept his name before the public. And Roosevelt himself—with leg braces and an escort—made nominating speeches for Al Smith for president at the Democrat conventions in both 1924 and 1928.16




That still left Roosevelt with many years to adjust to polio, and to seek elusive cures for it. He bought a used houseboat, which he named the Larooco, and lived much of the 1920s on it—swimming, planning, and enjoying the company of old friends. Eleanor and his children were excluded, and rarely joined him; mostly he spent time with Louis Howe, Missy LeHand, and friends from college and political life. “I imagine it is as well you are far away from all entanglements,” Eleanor wrote him. But his children did not agree. “Those were the lonely years,” his eldest son, James, lamented. “For a long while during this time of illness and recovery we had no tangible father, no father-in-being, whom we could touch and talk to at will—only an abstract symbol, a cheery letter writer, off somewhere on a houseboat….”17




Such a family living arrangement was very peculiar, but there was a reason for it. Franklin and Eleanor had become emotionally separated from each other because of a three-year sexual affair he had with Eleanor’s secretary, Lucy Mercer. Eleanor confronted Franklin about the affair after she discovered a set of love letters Lucy had written him. “The bottom dropped out of my own particular world,” Eleanor lamented to a friend. Franklin, meanwhile, saw himself in a bind: if he divorced Eleanor, as Louis Howe quickly pointed out, that would end his run for the presidency. Also, and perhaps even worse, Sara entered the picture and apparently threatened to cut her son off without a penny if he disgraced the family with a divorce. So Roosevelt decided to stay married to Eleanor, and promised not to see Lucy anymore. But Lucy was drawn to Roosevelt’s charm—“his beloved presence” she called it twenty-five years later. Even after she married someone else, she saw him from time to time. Lucy Mercer was present at each of his presidential inaugurations, and she, not Eleanor, was with him when he died.18




Therefore, Franklin and Eleanor, in their marriage of political necessity, were apart more than they were together. On the Larooco for sometimes months at a time, Roosevelt would dream about the presidency but then look at the reality of his useless legs, which he tried hard to nurse back to use. Missy LeHand was there with him and, she observed, “There were days on the Larooco when it was noon before he could pull himself out of depression and greet his guests wearing his lighthearted facade.” But other days his optimism prevailed and he would be the center of conversation. He and Louis Howe talked politics for hours, and to keep busy, he invested in a variety of business ventures. The shift from politics to business, however, was unfortunate. It put him back where he had no patience or talent.19




The 1920s was an entrepreneurial boost for America, but not for Roosevelt. During this decade, those with a talent for enterprise, some of whom lived very close to Roosevelt, changed the habits of the nation by producing radios, air-conditioning, zippers, vacuum cleaners, and Scotch tape. But not Roosevelt. He missed these investments. Instead he pursued futile schemes to drill oil in Wyoming, buy ships to cross the Atlantic, and sell stamps that were premoistened. He and Howe tried to corner the live lobster market, but they were the ones pinched; Roosevelt lost $26,000 before bailing out. Often his ideas were impulsive and whimsical. For example, he assumed airplanes were only a passing fad, and he invested in a line of airships, called dirigibles, to fly from New York to Chicago. “I wish all my friends…would keep out of aeroplanes…,” he wrote. “Wait until my dirigibles are running….” But they never did. Meanwhile, not far away, Igor Sikorsky was inventing the helicopter, with no help from Roosevelt. Instead, FDR tried buying and selling German marks, planting thousands of trees, and making cash with vending machines, but he never hit the jackpot. Toward the end of the 1920s, he lost money in his resort for polio patients in Warm Springs, Georgia—and then, to top that off, he lost more money farming the land nearby.20




Roosevelt’s string of business failures did not surprise those who knew him well. One friend, Franklin Lane, Wilson’s secretary of interior, concluded, “Roosevelt knows nothing about finance, but he doesn’t know he doesn’t know.” Therefore, he tried one scheme after another, pursuing whims not research, always thinking the next idea would be a winner. Henry Wallace, who would become Roosevelt’s vice president, liked his boss in politics but not in business. Wallace had published a newspaper in Iowa and knew the patience and tenacity needed to earn a profit. “I reached the conclusion,” Wallace said after watching Roosevelt in action, “…that I would under no circumstances, ever have any business dealings with him.”21




Perhaps as Roosevelt contemplated the red ink on his ledgers, he regretted not paying closer attention to the study of business in his economics classes. But Lane and Wallace would probably have argued that Roosevelt simply had no sense for business—for the patient study of products and markets. He was intuitive and impulsive, not systematic and cautious. Albert de Roode, who watched Roosevelt founder as a lawyer, said, “I feel sorry for him…. He [quickly] comes to conclusions. He hasn’t got the patience to work things out.” Marquis Childs, a prominent newspaper reporter, studied Roosevelt as president and agreed with Roode: “He did not seem to arrive at conclusions in methodical ways….”22




Roosevelt’s son Elliott was also fascinated by his father’s poor knack for business. Like Roode and Childs, Elliott pointed to his father’s intuitive and impatient ways. “His handling of his own finances was like the draw poker he liked to play, with one-eyed jacks and deuces wild. He firmly believed in his luck. That was part of the broad streak of superstition in him.” He had “lucky numbers, lucky days, lucky clothes,” and even a lucky hat and lucky shoes.23




Yet Elliott also went on to say of his father, “Promoters were drawn to him like bees to honey….” He was so congenial, so charismatic, and so optimistic that he always had people believing he could succeed in whatever he undertook to do. Henry Wallace believed that those traits of intuitive boldness that made FDR so inept in business made him successful in politics. His engaging smile, his confident voice, his hearty laugh, and his gregarious ways may have failed to sell his lobsters from Maine, his marks from Germany, or his coffee from South America, but he attracted voters by the millions. Even after Roosevelt was confined to a wheelchair, Van Lear Black, the president of Fidelity & Deposit, a surety bonding firm that hired him, continued to pay Roosevelt his salary of $25,000 because his winning ways continued to capture clients for the company. And Al Smith, the governor of New York for most of the 1920s, had expressly asked Roosevelt to nominate him for president at the Democrat conventions of 1924 and 1928.24




Before looking at Roosevelt’s crucial campaign to become governor of New York in 1928, it might be useful to review the 1920 presidential campaign, in which he ran as the Democrats’ nominee for vice president. That was Roosevelt’s first national campaign and it showcased both his strengths and weaknesses. Since his party was caught in the midst of a recession after the First World War, he and Governor James Cox of Ohio were running a near hopeless campaign to succeed President Wilson. The Republican candidates, Warren G. Harding and Calvin Coolidge, were resonating with voters, and many Democrats were sitting the election out.




Not Roosevelt. With some of his own money, and lots of his mother’s, he crisscrossed twenty states making hundreds of speeches, twenty-six in one day alone. “[Roosevelt] gets the last ounce of appeal-power out of each sentence,” wrote a reporter for the New York Post. He was “the figure of an idealized college football player, almost the poster type in public life,” he added. Roosevelt “speaks with a strong clear voice, with a tenor note in it which rings—sings, one is tempted to say—in key with…[an] intangible, utterly charming and surely vote-winning quality.” Those who met him did not forget it. Emily Smith, Governor Al Smith’s daughter, gushed after meeting Roosevelt and called him “so handsome, so debonair, and with a family name so universally known.”25




With such responsive crowds and such flattering news clippings, Roosevelt soon began stretching the truth. On August 18, in Deer Lodge, Montana, Roosevelt defended Wilson’s League of Nations before a group of farmers. He suggested that American influence on the proposed league would be great, and that the Central American countries would follow their neighbor to the north. “Does anyone suppose that the votes of Cuba, Haiti, Santo Domingo, Panama, Nicaragua, and the other Central American states would be cast differently from the vote of the United States? We are in a very real sense the big brother of these little republics….” Then he bragged, “You know I have had something to do with running a couple of these little Republics. The facts are that I wrote Haiti’s Constitution myself and, if I do say so, I think it a pretty good Constitution.” Since the farmers in Deer Lodge were impressed and cheered him on, Roosevelt talked about his constitution writing in his next speeches in Butte and Helena. The problem is that Roosevelt was never even remotely involved in writing Haiti’s constitution, and had never run a republic (although he did visit Haiti once as assistant secretary of the navy).26




When the Republicans heard about Roosevelt’s falsehood, Harding called it (with exaggeration of his own) “the most shocking assertion that ever emanated from a responsible member of the government of the United States.” The Republicans pounded away at this error. Roosevelt’s response to his exposure is interesting: he denied ever making the statement, and denied it years afterward every time the issue was brought up. He specifically blamed the Associated Press for misquoting him, after which thirty-one citizens of Butte signed a document swearing they heard Roosevelt boast that he had indeed written Haiti’s constitution. But Roosevelt simply continued to deny it, and shifted to other issues.27




The 1920 presidential campaign was Roosevelt’s first venture on the field of national politics. After contracting polio the next year, he spent most of the 1920s on the sidelines. By 1928, Roosevelt would be ready but not anxious to make his next political move. Al Smith, who had been New York’s governor for four terms, won the Democrat nomination for president, and he wanted Roosevelt to follow him in the governor’s chair. Roosevelt and Smith, a second-generation Irish Catholic, always had an awkward relationship. Smith grew up poor in lower Manhattan and won support from Tammany Hall, the urban political machine in New York. He had worked his way up to speaker of the New York legislature by 1912, the year Roosevelt joined him as a freshman legislator.28




Smith loved to tell the story of the first time he came to Roosevelt’s house to call on him. Smith rang the doorbell of a very large house, rented for Roosevelt by his mother, and a butler came to the door to greet Smith and escort him to Roosevelt. Since the rent for the mansion was more than three times a legislator’s salary, Smith knew at once he was meeting a different type of Democrat. The two men never developed close personal ties, but had a good political relationship because they needed each other. Both appealed to different groups of voters, and together they made the Democrats hard to beat.29




Smith, as the Democrats’ candidate for president, wanted Roosevelt on the ticket in New York as a candidate for governor because he could bring out upstate Protestant voters to go with the urban ethnic Catholics whom Smith hoped to attract in New York City. The calculating Roosevelt was worried about a strong Republican trend, but he agreed to run for governor and did, in fact, use his skills effectively to eke out a win against Republican state attorney general Albert Ottinger. Since Smith lost the presidency to Herbert Hoover, Roosevelt, as governor of the largest state in the union, was well positioned for a run for the White House. The next phase of his political plan had indeed come to pass.30




While Roosevelt was governor, the Great Depression struck America. The stock market collapsed and investment capital rapidly disappeared. With factories closing, unemployment soared more than 20 percent—the worst economic disaster in U.S. history. President Hoover tried a variety of programs but none seemed to work. His presidency was in shambles. Roosevelt, who aspired to Hoover’s job, had to develop an economic plan. And here was the irony: Roosevelt had neglected the study of economics in order to study politics and now, when his big chance for the presidency came, it was during a crisis that required a thorough knowledge of economics. He formed a brains trust in New York. He needed advice. What had caused this ever-deepening depression and what course of action should he recommend?
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