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These unhappy times call for the building of plans that rest upon the forgotten, the unorganized but the indispensable units of economic power, for plans like those of 1917 that build from the bottom up and not from the top down, that put their faith once more in the forgotten man at the bottom of the economic pyramid.


GOV. FRANKLIN ROOSEVELT OF NEW YORK,
 RADIO ADDRESS IN ALBANY, APRIL 7, 1932




As soon as A observes something which seems to him to be wrong, from which X is suffering, A talks it over with B, and A and B then propose to get a law passed to remedy the evil and help X. Their law always proposes to determine what C shall do for X, or in the better case, what A, B, and C shall do for X. What I want to do is to look up C. I want to show you what manner of man he is. I call him the Forgotten Man. Perhaps the appellation is not strictly correct. He is the man who never is thought of.
 He works, he votes, generally he praysbut he always pays.


WILLIAM GRAHAM SUMNER, YALE UNIVERSITY, 1883
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introduction





ONE NOVEMBER EVENING LONG AGO in Greenpoint, Brooklyn, a thirteen-year-old named William Troeller hanged himself from the transom in his bedroom. The boy had watched his family slide into an increasingly desperate situation. The gas for their five-room apartment on Driggs Avenue had been shut off since April. His father, Harold, had lost his job at Brooklyn Edison after suffering a rupturea workers hernia, probably. While the father waited for surgery in Kings County Hospital, Mrs. Troeller and six children waited too. Ruth, eighteen, wanted to work as a waitress, but she was unemployed. Harold Jr., twenty-one, had work in a government program. Harold told a newspaper reporter that his brother was sensitive and always felt embarrassed about asking for his share at mealtime. The Herbert Street police station near the Troeller home helped to arrange the funeral. Burial would be in a Catholic cemetery. He Was Reluctant about Asking for Food, read the headline in the New York Times. New York that year had a Dickensian feelan un-American feel.



William Troeller was just one story in a city of troubled stories. Across the East River, at an office desk at 20 Pine Street, a utilities executive named Wendell Willkie had spent the fall watching and pondering the downturn. Equally concerned was another executive who worked a block south of Willkie at 120 Wallthe vice president of American Molasses, an agriculture expert named Rexford Tugwell. Both men knew what the boy had probably only sensed: the despair was deep. Later in fact it would emerge that the birthrate that November, the month of Williams suicide, was the second lowest on record for November for the city. A few weeks prior to Williams act the Dow had dropped nearly 8 percentthe day had already come to be known as Black Tuesday.


It was a dark moment for the country as well. Willkie came from farm territoryIndiana. The next year two in ten Indiana families would collect some form of relief. Willkie had bought up a number of farms, in part to conduct a little experiment for himself: he wanted to see whether farming was still possible in America.


The Indiana story replicated itself across the states. A year before William Troellers suicide, the Brookings Institution, a new think tank, had warned that the balance of the economy was precarious. The economy was tipping. Nationally, durable manufacturingthe most important single meter on the dashboard of the economic enginewas plummeting, and more rapidly than anyone could remember. Unemployment was moving up by the millions. The next spring, the spring after William Troellers death, one in five American men would be unemployed. Watching from Britain, the Economist would conclude in retrospect that the United States seemed to have forgotten, for the moment, how to grow.


Yet Washington was doing all the wrong things. Officials in the capital seemed arrogant, obsessed with numbers, and oblivious to the pain the nation was suffering. People were angry that Congress and the president had recently raised taxes. With business so hard, why make it harder?


The very week of William Troellers suicide, the treasury secretary went before an audience from the Academy of Political Science at the Hotel Astor. The secretary was so anxious about the speech that he had insisted that the president approve it. At his side stood Parker Gilbert, one of the old conservatives from the happy 1920s. There had been a national emergency in the past, the secretary told listeners. But now it no longer existed. The secretary then went on to conclude that the country must now continue progress toward a balance of the federal budget.


A member of the audience laughed out loud in shock. The remark seemed so much at odds with the painful reality of that November. That week, there would be an article in the paper about Herbert Hoover. But it did not carry news of his views on the crisis. The article merely covered the fact that Hoover had traveled to Colby College in Waterville, Maine. Maine was one of the states that had voted for him, and now Colby would give Hoover yet another of his many honorary degrees.


The story sounds familiar. It is something like the descriptions we hear of the Great Crash of 1929. But in fact these events took place in the autumn of 1937. This was a depression within the Depression. It was occurring five years after Franklin Roosevelt was first elected, and four and a half years after Roosevelt introduced the New Deal. It was taking place eight years after President Herbert Hoover first made his own rescue plans following the 1929 stock market crash. Washington had already made thousands of efforts to help the economy, yet those efforts had not brought prosperity. Rex Tugwell, the man at American Molasses, had led many campaigns, but now he had retreated to New York to reevaluate a record that counted too many failures.


The standard history of the Great Depression is one we know. The 1920s were a period of false growth and low morals. There was a certain godlessnessthe Great Gatsby imageto the decade. The crash was the honest acknowledgment of the breakdown of capitalismand the cause of the Depression. A dangerous inflation caused by speculating margin traders brought down the nation. There was a sense of a return to a sane, moral country with the crash. A sense that the economy of 1930 or 1931 could not revive without extensive intervention by Washington. Hoover, it was said, made matters worse through his obdurate refusal to take control, his risible commitment to what he called rugged individualism. Roosevelt, however, made things better by taking charge. His New Deal inspired and tided the country over. In this way, the country fended off revolution of the sort bringing down Europe. Without the New Deal, we would all have been lost.


The same history teaches that the New Deal was the period in which Americans learned that government spending was important to recoveries; and that the consumer alone can solve the problem of excess capacity on the producers side. This explanation acknowledges that the New Deal did not bring the country to recovery fast, but emphasizes that the country got there eventuallyespecially with the boost of military spending in the late 1930s. The attitude is that the New Deal is the best model we have for what government must do for weak members of society, in both times of crisis and times of stability. And that the New Deal gave us splendid leaders and characters: Roosevelt himself, a crippled man who bravely willed us all back into prosperity and has been called the apostle of abundance. The brain trust, thoughtful men whose insights validated their experiments. The Hundred Daysthat period at the start of his first term when Roosevelt legislated unprecedented reformswas a thrilling period. From Adolf Berle, the expert on corporations, to Frances Perkins, the pioneering social reformer, to Tugwell, the New Dealers displayed a sort of dynamism from which todays moribund politicians might learn.


Without the New Deal, the country would have followed a demagogue, Huey Long, or worse, Father Coughlin. The rightness of Roosevelts positions was only validated by what followed; FDR saved the country in peace, and then he saved it in war. Or so the story line goes.


The usual rebuttal to this from the right is that Hoover was a good man, albeit misunderstood, and Roosevelt a dangerous, even an evil one. The stock market of the 1920s was indeed immoral, too high, inflationaryand deserved to crash. Many critics on the right focus on monetary policy. Another set of critics focuses on Roosevelts early social programs. They argue that New Deal programs such as the Works Progress Administration of the Civilian Conservation Corps spoiled the United States and accustomed Americans to the pernicious dole. Yet a third set of critics, an angry fringe, has argued that Roosevelts brain trusters reported to Moscow. Stalin steered the New Deal and also pulled us into World War II, in their argument. For many years, now, these have been the parameters of the debate.


It is time to revisit the late 1920s and the 1930s. Then we see that neither the standard history nor the standard rebuttal entirely captures the realities of the period. The first reality was that the 1920s was a great decade of true economic gains, a period whose strong positive aspects have been obscured by the troubles that followed. Those who placed their faith in laissez-faire in that decade were not all godless. Indeed religious piety moved some, including President Calvin Coolidge, to hold back, to pause before intervening in private lives.


The fact that the stock market rose high at the end of the decade does not mean that all the growth of the preceding ten years was an illusion. American capitalism did not break in 1929. The crash did not cause the Depression. It was a necessary correction of a too-high stock market, but not a necessary disaster. The market players at the time of the crash were not villains, though some of themAlbert Wiggin of Chase, who shorted his own banks stockbehaved reprehensibly. There was indeed an annihilating event that followed the crash, one that Hoover never understood and Roosevelt understood incompletely: deflation.


Hoovers priggish temperament, as much as any philosophy he held, caused him to both misjudge the crash and fail in his reaction to it. And his preference for Germany as a negotiating partner over Soviet Russia later blinded him to the dangers of Nazism. Roosevelt by contrast had a wonderful temperament, and could get along, when he felt like it, with even his worst opponent. His calls for courage, his Fireside Chats, all were intensely important. The only thing we have to fear is fear itselfin the darkness, Roosevelts voice seemed to shine. He allowed Cordell Hull to write trade treaties that in the end would benefit the U.S. economy enormously. Roosevelts dislike of Germany, which dated from childhood, helped him to understand the threat of Hitlerand, eventually, that the United States must come to Europes side.


Still, Hoover and Roosevelt were alike in several regards. Both preferred to control events and people. Both underestimated the strength of the American economy. Both doubted its ability to right itself in a storm. Hoover mistrusted the stock market. Roosevelt mistrusted it more. Roosevelt offered rhetorical optimism, but pessimism underlay his policies. Though Americans associated Roosevelt with bounty, his insistent emphasis on sharingrationing, almostbetrayed a conviction that the country had entered a permanent era of scarcity. Both presidents overestimated the value of government planning. Hoover, the Quaker, favored the community over the individual. Roosevelt, the Episcopalian, found laissez-faire economics immoral and disturbingly un-Christian.


And both men doctored the economy habitually. Hoover was a constitutionalist and took pains to intervene within the rulesbut his interventions were substantial. Roosevelt cared little for constitutional niceties and believed they blocked progress. His remedies were on a greater scale and often inspired by socialist or fascist models abroad. A number of New Dealers, Tugwell included, had been profoundly shaped by Mussolinis Italy and, especially, Soviet Russia. That influence was not parenthetical. The hoarse-voiced opponents of the New Deal liked to focus on the connections between these men, the Communist Party, and authorities in Soviet Russia. And several important New Dealers did indeed have those connections, most notably Lauchlin Currie, Roosevelts economics adviser in later years, and Harry Dexter White, at the Treasury. Whites plan for the pastoralization of Germany takes on a new light when we know this. Lee Pressman and Alger Hiss duped colleagues in government repeatedly.


But few New Dealers were spies or even communists. The emphasis on that question is in any case misplaced. Overall, the problem of the New Dealers on the left was not their relationship with Moscow or the Communist Party in the United States, if indeed they had one. Senator McCarthy was wrong. The problem was their navet about the economic value of Soviet-style or European-style collectivismand the fact that they forced such collectivism upon their own country. Fear of being labeled a red-baiter has too long prevented historians from looking into the Soviet influence upon American domestic policy in the 1930s.


What then caused the Depression? Part of the trouble was indeed the crash. There were monetary and credit challenges at the young Federal Reserve, and certainly at the banks. Deflation, not inflation, was a big problem, both early on and also later, in the mid-1930s. The loss of international trade played an enormous rolejust as both Hoover and Roosevelt said at different points. If the United States had not raised tariffs at the beginning of the decade and Europe had not collapsed in the 1930s, the United States would have had a trading partner to help sustain it. Part of the problem was the challenge of the transition to industrialization from agriculture. Part was freakish weather: floods and the uncanny Dust Bowl seemed to validate the sense of apocalypse. With money and the weather breaking down, men and women in America felt extraordinarily helpless. They were willing to suspend disbelief.


But the deepest problem was the intervention, the lack of faith in the marketplace. Government management of the late 1920s and 1930s hurt the economy. Both Hoover and Roosevelt misstepped in a number of ways. Hoover ordered wages up when they wanted to go down. He allowed a disastrous tariff, Smoot-Hawley, to become law when he should have had the sense to block it. He raised taxes when neither citizens individually nor the economy as a whole could afford the change. After 1932, New Zealand, Japan, Greece, Romania, Chile, Denmark, Finland, and Sweden began seeing industrial production levels rise againbut not the United States.


Roosevelts errors had a different quality but were equally devastating. He created regulatory, aid, and relief agencies based on the premise that recovery could be achieved only through a large militarystyle effort. Some of these were usefulthe financial institutions he established upon entering office. Some were inspiringthe Civilian Conservation Corps, for example, which created parks, bridges, and roads we still enjoy today. From Wyoming, whose every county saw the introduction of projects, including the dramatic Guernsey State Park, to Greenville, Maine, whose CCC Road still bears the programs name today, the CCC heartened young Americans and found a place in national memory. CCC workers planted a total of three billion trees across the country. Establishing the Securities and Exchange Commission, enacting banking reformas well as the reform of the Federal Reserve systemall had a stabilizing effect. Roosevelts desire to control tariff law worked to the benefit of the economy, for, through Cordell Hull, he undid some of the damage of the Smoot-Hawley tariff.


Other new institutions, such as the National Recovery Administration, did damage. The NRAs mandate mistook macroeconomic problems for micro problemsit sought to solve the monetary challenge through price setting. NRA rules were so stringent they perversely hurt businesses. They frightened away capital, and they discouraged employers from hiring workers. Another problem was that laws like that which created the NRAand Roosevelt signed a number of themwere so broad that no one knew how they would be interpreted. The resulting hesitation in itself arrested growth.


Where the private sector could help to bring the economy backin the arena of utilities, for exampleRoosevelt and his New Dealers often suppressed it. The creation of the Tennessee Valley Authority snuffed out a growingand potentially successfuleffort to light up the South. The company that would have delivered that electricity was Willkies company, Commonwealth and Southern. The New Yorker magazines cartoons of the plump, terrified Wall Streeter were accurate; business was terrified of the president. But the cartoons did not depict the consequences of that intimidation: that businesses decided to wait Roosevelt out, hold on to their cash, and invest in future years. Yet Roosevelt retaliated by introducing a taxthe undistributed profits taxto press the money out of them.


Such forays prevented recovery and took the country into the depression within the Depression of 1937 and 1938, the one in which William Troeller died and Willkie worried. One of the most famous Roosevelt phrases in history, almost as famous as fear itself, was Roosevelts boast that he would promulgate bold, persistent experimentation. But Roosevelts commitment to experimentation itself created fear. And many Americans knew this at the time. In autumn 1937, the New York Times delivered its analysis of the economys downturn: The cause is attributed by some to taxation and alleged federal curbs on industry; by others, to the demoralization of production caused by strikes. Both the taxes and the strikes were the result of Roosevelt policy; the strikes had been made possible by the Wagner Act the year before. As scholars have long noted, the high wages generated by New Deal legislation helped those workers who earned them. But the inflexibility of those wages also prevented companies from hiring additional workers. Hence the persistent shortage of jobs in the latter part of the 1930s. New Deal laws themselves contributed to the sense of lost opportunity. This sense is what led to the famous description of the period that we have all heardthe Depression was not so bad if you had a job. John Steinbeck described the same sense of futility more poetically in 1945 in The Red Pony: No place to go, Jody. Every place is taken. But thats not the worstno, not the worst. Westering had died out of the people. Westering isnt a hunger any more. Its all done. The trouble, however, was not merely the new policies that were implemented but also the threat of additional, unknown, policies. Fear froze the economy, but that uncertainty itself might have a cost was something the young experimenters simply did not consider.


The big question about the American depression is not whether war with Germany and Japan ended it. It is why the Depression lasted until that war. From 1929 to 1940, from Hoover to Roosevelt, government intervention helped to make the Depression Great. The period was not one of a moral battle between a force for goodthe Roosevelt presidencyand forces for evil, those who opposed Roosevelt. It was a period of a power struggle between two sectors of the economy, both containing a mix of evil and virtue. The public sector and the private sector competed relentlessly for advantage. At the beginning, in the 1920s, the private sector ruled. By the end, when World War II began, it was the public sector that was dominant.


The contest was a brutal one, fought across the land, through famines and floods, and in a Washington that knew neither air-conditioning nor angiograms. Roosevelt was clear about it. As he put in his second inaugural address, he sought unimagined power. He, his advisers, and his congressional allies instinctively targeted monetary control, utilities, and taxation because they were the three sources of revenue whose control would enlarge the public sector the most. Since the private sectoreven during the Great Depressionwas the key to sustained recovery, such bids did enormous damage. Today we even have an economic theory, public choice economics, that sheds light on this. Public choice economics says that government is not higher than the private sector but rather a coequal combatant. Public choice theory tells us as much about the New Deal as the traditional economics Americans have been taught.


This particular school postdates the Depression, but the notion that something destructive was going on was evident, even to Roosevelts allies. A number of them tried to articulate the problem. Ray Moley and Tugwell, two of Roosevelts original brain trusters, dedicated years to grappling with the hypocrisy and damage of Roosevelts actions. Wendell Willkie, at first a Democrat and enthusiastic reformer, would demonstrate that the contest between the TVA and his Commonwealth and Southern was not merely about electric power but also about control of the American future.


There remains a question. If so much of the New Deal hurt the economy, why did Roosevelt win reelection three times? Why, especially, the landslide of 1936? In the case of the third and fourth Roosevelt terms the answer is clear: the threat of war, and war itself. Roosevelt, unlike his narrow-minded Republican opponents, understood the dangers that Nazi Germany represented. In 1936, however, the reason for victory was different.


That year Roosevelt won because he created a new kind of interest-group politics. The idea that Americans might form a political group that demanded something from government was well known and thoroughly reported a century earlier by Alexis de Tocqueville. The idea that such groups might find mainstream parties to support them was not novel either: Republicans, including the Harding and Coolidge administrations, had long practiced interest-group politics on behalf of big business. But Roosevelt systematized interest-group politics more generally to include many constituencieslabor, senior citizens, farmers, union workers. The president made groups where only individual citizens or isolated cranks had stood before, ministered to those groups, and was rewarded with votes. It is no coincidence that the first peacetime year in American history in which federal spending outpaced the total spending of the states and towns was that election year of 1936. It can even be argued that one year1936created the modern entitlement challenge that so bedevils both parties only.


Roosevelts move was so profound that it changed the English language. Before the 1930s, the word liberal stood for the individual; afterward, the phrase increasingly stood for groups. Roosevelt also changed economics forever. Roosevelt happened on an economic theory that validated his politics and his moral sense: what we now call Keynesianism. Keynesianism, named after John Maynard Keynes, emphasized consumers, who were also voters. The theory gave license for perpetual experimentationat least as Roosevelt and his administration applied it.


Keynesianism also emphasized government spending. Yet focusing on consumers meant that Washington neglected the producer. Focusing on the fun of experiments neglected the question of whether unceasing experimentation might frighten business into terrified inaction. Admiring the short-term action of spending drew attention away from its longer-term limitseconomies often go into recession when the spending disappears. Supplying generous capital to government made government into a competitor that the private sector could not match. Keynesianism provided the intellectual justification and the creation of constituencies.


Too much attention has been paid to what political polls said about the New Deal. Too little has been paid to two other measures, both also polls, in their way. One was the unemployment rate, which did not return to precrash levels until the war. The other was the stock market. It told a heartbreaking story. Uncertainty about what to expect from international events and Washington made the Dow Jones Industrial Average gyrate, both daily and over longer periods, in a fashion not repeated through the rest of the century: seven out of the ten biggest up days of the twentieth century took place in the 1930s. The uncertainty made Americans doubt themselves as investors. The Dow did not return to 1929 levels until nearly a decade after Roosevelts death. The goodwill of the New Dealers, and there was enormous goodwill, could not excuse such consequences.


About half a century before the Depression, a Yale philosopher named William Graham Sumner penned a lecture against the progressives of his own day and in defense of classical liberalism. The lecture eventually become an essay, titled The Forgotten Man. Applying his own elegant algebra of politics, Sumner warned that well-intentioned social progressives often coerced unwitting average citizens into funding dubious social projects. Sumner wrote:


As soon as A observes something which seems to him to be wrong, from which X is suffering, A talks it over with B, and A and B then propose to get a law passed to remedy the evil and help X. Their law always proposes to determinewhat A, B, and C shall do for X. But what about C? There was nothing wrong with A and B helping X. What was wrong was the law, and the indenturing of C to the cause. C was the forgotten man, the man who paid, the man who never is thought of.


In 1932, a member of Roosevelts brain trust, Ray Moley, recalled the phrase, although not its provenance. He inserted it into the candidates first great speech. If elected, Roosevelt promised, he would act in the name of the forgotten man at the bottom of the economic pyramid. Whereas C had been Sumners forgotten man, the New Deal made X the forgotten manthe poor man, the old man, labor, or any other recipient of government help.


Roosevelts work on behalf of his version of the forgotten man generated a new tradition. To justify giving to one forgotten man, the administration found, it had to make a scapegoat of another. Businessmen and businesses were the targets. Roosevelts old mentor, the Democrat Al Smith, was furious. Even Keynes was concerned. In 1938 he wrote to Roosevelt advising him to nationalize utilities or leave them alonebut in any case cease his periodic and politicized attacks on them. Keynes saw no point in chasing utilities around the lot every other week. Roosevelt and his staff were becoming habitual bullies, pitting Americans against one another. The polarization made the Depression feel worse. Franklin Roosevelts forgotten man, the constituent X, perpetually tangled with Sumners original forgotten man, C.


This book is the story of A, the progressive of the 1920s and 30s whose good intentions inspired the country. But it is even more the story of C, the American who was not thought of. He was the Depression-era man who was not part of any political constituency and therefore lived the negatives of the period. He was the man who paid for the big projects, who got make-work instead of real work. He was the man who waited for economic growth that did not come. As an editorialist in Indiana wrote in 1936, Who is the forgotten man in Muncie? I know him as intimately as I know my own undershirt. He is the fellow that is trying to get along without public relief and has been attempting the same thing since the depression that cracked down on him.


Among the people whom the New Deal forgot and hurt were great and small names. The great casualties included the Alan Green-span figure of the era, Andrew Mellon, treasury secretary for the Harding, Coolidge, and Hoover administrationsa figure so towering it was said that three presidents served under him. Another was Samuel Insull, a utilities magnate and innovator to whom the New Dealers assigned the blame for the crash. Yet another was James Warburg, a Roosevelt adviser who became so angry with the president that he penned book after book to express his rage. George Sutherland and James McReynolds, two of the four justices on the Supreme Court who fought back against Roosevelt, were also important. It was Willkie who spoke out most explicitly for the forgotten man on the national stage.


Others were of humbler background: those farmers who found themselves forced to kill off their piglets in a time of hunger because FDRs Agricultural Adjustment Administration ordained they must; a family of kosher butchers named Schechter who believed in Roosevelt but fought the New Deal all the way to the Supreme Court; a black cult leader named Father Divine; Bill W., the founder of Alcoholics Anonymous, who taught Americans that the solution to their troubles lay not with a federal program but within a new sort of entitythe self-help community.


Of course the Hoover and Roosevelt administrations may have had no choice but to pursue the policies that they did. They may indeed have spared the country something worsean American version of Stalins communism, or Mussolinis fascism. That is the position that author Sinclair Lewis was taking when, in 1935, he published It Cant Happen Here, a fantasy version of the United States under fascist leaders remarkably similar to Roosevelts opponents. The argument that democracy would have failed in the United States without the New Deal stood for seven decades, and has been made anew, by scholars of considerable quality, quite recently. But it is not right that we permit that argumenteven if it is correctto obscure some of the consequences of the two presidents policies. Nor is it right that we overlook the failures of their philosophies. Glorifying the New Deal gets in the way of getting to know all the Cs, the bystanders, the third parties. They spoke frequently of the forgotten man at the timethe phrase forgotten man recurred throughout the decadebut eventually became forgotten men themselves. Going back to the Depression is worthwhile, if only to retrieve their lost story.
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the beneficent hand





January 1927
 Average unemployment (year): 3.3 percent
 Dow Jones Industrial Average: 155


FLOODS CHANGE THE COURSE OF HISTORY, and the Flood of 1927 was no exception. When the waters of the Mississippi broke through banks and levees that spring, the disaster was enormous. A wall of water pushed down the river, covering the area where nearly a million lived. Commerce Secretary Herbert Hoover raced to Memphis and took command. Hoover talked railroads into transporting the displaced for free and carrying freight at a discount. He commandeered private outboard motors and built motorboats of plywood. He urged the people who were not yet flooded out, such as the population around the Bayou des Glaises levee, to evacuate early, then rescued with the trains those tens of thousands who had ignored his warning. He helped the Red Cross launch a fund drive; within a month the charity had already collected promises of more than $8 million, an enormous figure for the time.


Several hundred thousand ended up in new refugee camps, many planned, right down to the latrines, by Hoover and his team. Hoover asked governors of each state to name a dictator of resourceshe used the word dictatorand the governors complied. The dictators then managed the dysentery and the hunts for the missing along the floodwaters in their states hour by hour. He and the Red Cross sent the refugees to concentration campsa phrase not so freighted then as it is todayat Vicksburg, Delta, and Natchez. One hundred thousand blankets from army warehouses were shipped to warm the refugees.


Things felt calmer on Hoovers watch. By mid-May, though the flooding was far from over, the anecdotes began to compete in the news with the reports of tragedy. Northerners read in Time magazine that a town called Waterproof, Louisiana, had not proven waterproof, and that its switchboard operators were still workingalbeit from new posts, high up above the waters, on scaffolding. Not far from Memphis, Tennessee, bootleggers had also set up shop on high, in treetops. New babies were receiving flood namesHighwater Jones, Overflow Johnson. Now from Memphis, now from Little Rock, now from the Sugar Bowl, the itinerant flood manager, Hoover, wired or broadcast his analyses of the meaning of the disaster. Such flooding, he said, is a national problem and must be solved nationally and vigorously. But the commerce secretary also spent a lot of time reassuring. The waters might hide the land, the crops might be lost, but the mood was now hopeful. More than any single figure, Hoover was succeeding in making Americans feel that the South would be all right again.


Hoover was already so famous that his name was a verbto Hooverize, after the efforts in food rationing that he had led from a post as Washingtons food administrator at the end of World War I. Americans recalled that he had led the humanitarian drive to feed occupied Belgium during the war. Now Hoover had outdone himselfand on a home territory whose geographic area covered more than Belgiums. What the public liked about Hoover was their sense of him as guardian, that he would protect them and what they had. If Hoover could win the presidential election the following year, then he might hold back whatever waters of adversity threatened. He was a Republican, like the sitting president, Calvin Coolidge. He would pick up where Coolidge left offthough he might update things, for everyone knew that Hoover, a mining engineer, could do amazing things with technology. One of Hoovers neatest featsand he pulled it off right around the time of the floodwas to acquaint the public with an early version of television. Herbert Hoover made a speech in Washington yesterday afternoon. An audience in New York heard and saw him, the New York Times wrote in awe, adding that Hoover had annihilated geographic distance and commenting in a headline: Like a Photo Come to Life. It was not yet modern television but wired images and the telephone combined. Still, the idea took hold in the minds of the reporters. Under Hoover, it was easy to believe that the 1920s were merely the American beginning.


The idea of philosophical continuity from Coolidge to Hoover seemed ironic to one man: Calvin Coolidge himself. The two were party allies. Hoover had loyally campaigned for Coolidge in 1924indeed, had helped to defeat a Coolidge opponent in 1924 in California to clear the Republican presidential nomination for Coolidge. But Coolidge did not especially like Hoover. In the very period when the Mississippi waters were rushing, in fact, Coolidges press spokesman had taken an explicit shot at Hoover, telling reporters that the commerce secretary would not be considered for the job opening if the secretary of state happened to retire.


The differences between the men had started with small things. Hoover was a fly fisherman. Coolidge fished with worms. Hoover liked the microphone. Coolidge shied away from it. After a landslide presidential victory in 1924 Coolidge had sent a clerk to read aloud his State of the Union address. Hoover ignored politics for the first thirty-five years of his life. Coolidge held his first office, that of city council member in Northampton, Massachusetts, at the age of twenty-eight, and had rarely been out of government since. Hoover was a mining engineer; Coolidge was a country lawyer. Hoover was a worldly American, a blend of regions and cities, the most successful in his field of his generation. He believed in the Anglo-American gold standard, not only because it had made him rich but because he had seen firsthand how it kept the world running, like a grandfather clock. Coolidge was a pure New Englander who seemed to re-create New England wherever he went. The very concept of overseas was a bit vague to Coolidge. The typical Republican of his day, he supported tariffs in the belief that they strengthened the United States. His failure to recognize the consequences of his policies, both abroad and for his country, was his greatest shortcoming.


Hoover believed that government might help business do better, functioning as a sort of beneficent hand. Coolidge liked Adam Smiths old invisible hand. The men were different breeds of Republican. Hoover believed that action was necessary to make the country live up to its potential. Coolidge had long ago determined that the world would do better if he involved himself less. Finally, there was a difference in temperament. Hoover strewed around phrases about individuality, but he could not control his own sense of agency. He was by personality an intervener; he liked to jump in, and find a moral justification for doing so later. People like Frederick Winslow Taylor, the great efficiency expert, and Herbert Hoover, the great engineer, had done so well in the private sector. Bringing some of them into government might allow some of that knowledge to rub off.


Coolidge by contrast believed that the work of life lay in holding back and shutting out. He conducted his official life according to his own version of the doctors Hippocratic Oathfirst, do no harm. It sounded easy, and many mocked Coolidge as being lazy in officethe same people who made fun of him by calling him Silent Cal. But Coolidge was not silent; he later estimated that each year as president he wrote or spoke 75,000 words, a share of those involving laying out his explanation for vetoing legislation. And Coolidges no harm rule came out of strength of character. By holding back, Coolidge believed, he sustained stability, so that citizens knew what to expect from their government. If things were going well, he adhered to a stricter version of his rule: change less.


That, in fact, was how Hoover had come to be Coolidges man at Commerce in the first place. When President Harding died suddenly one night in August 1923, Coolidge, then vice president, looked around and decided that stability was the most important factor in the Harding-Coolidge transitionimportant to the people, and important to the economy. Hardings last months had been clouded by scandal, and Coolidge wanted no more disruption. So he had kept on Hardings cabinet, including those he likedAndy Mellon, at Treasuryas well as others, like Hoover. Coolidges transition plan had been a success, at least insofar as the most precise measure of such things, the stock market, was concerned. The Dow Jones Industrial Average had stood at just below 88 the Friday before Harding died, and it was just below 89 a week later.


As a new president, Coolidge had been especially confident because the country had just seen a demonstration of his philosophy at work. During the Harding administration, recession had hit, and the downturn had been hard: one in ten men lost his job. But struggling firms had cut costs by reducing wages, and the country bounced back fast. By 1923, it was hard to find an unemployed man. Left alone, the majoritys impression was, the economy would usually bounce back. That same year, a few months before Hardings death, Justice George Sutherland had led the Supreme Court in a sweeping rejection of the minimum wage in the District of Columbia. In his opinionthe case was called AdkinsSutherland said that the minimum wage infringed on the individuals liberty to contract with his employer. The Sutherland opinion fit in with Coolidges own general attitude, that the individual should have primacyAll liberty is individual, he had said in a speech in 1924.


Coolidges personal wager about the 1920s was that the private sector would and should take the lead, and that then the possibilities for progress would be boundless. His reserve did not mean that he was not interested in modern technology. He followed Charles Lindberghs flights avidly, and the daughter of one of his closest friends, Dwight Morrow of Wall Street, would eventually marry Lindbergh. Citizens had proven their willingness to test Coolidges propositions again by voting overwhelmingly for the refrainer in 1924, despite the fact that he had been vice president to Warren Harding, whose short time in office had been clouded by scandal.


At first, the differences between Coolidge and Hoover were nearly indistinguishable to the public eye. Both men, after all, deeply respected the Constitution and the gold standard. Both respected the independence of the Supreme Courtlike Woodrow Wilson before them. Wilson had said that while it was within the power of government to overwhelm the Court on an issue, by, say, increasing the number of justices and refusing to confirm any appointments, presidents recognized that this violated the spirit of the Constitution, and that the public would make such outrages upon constitutional morality impossible by standing ready to curse them. Both believed in enterprise. In 1925 Coolidge summed up his philosophy, telling the American Society of Newspaper Editors that the chief ideal of the American people is idealism. But he also offered a counterpart to that: The chief business of the American people is business. It was the latter line that was remembered, and proved too moderate for some. They shortly altered it to the now better-known phrase the business of America is business.


Finally, both men were humble about the position of the federal government relative to business. Compared to the private sector, after all, the federal government was a pygmy. Its size was less than 2 percent of the national economy, smaller even than that of state and city governments. Lawmakers of their generation constantly feared that the fast-growing private sector might further diminish their already questionable relevance. Back in 1910, word of the rise of the skyscraper in New York had panicked congressmen, who promptly zoned height limits for buildings in the District of Columbia, so that no private building could ever overshadow the Capitol.


Both men, too, shared an understanding of traditional economics, with its emphasis on the producer. Supply creates its own demand, the classical economist Jean-Baptiste Say had written in France a century earlier, and in the case of many new industries, that seemed to be proving true again. Why focus on Coolidge, or Hoover? had been the attitude of the mid-1920s. The business leaders were the ones who would pull the country forward, and were therefore the ones worth watching.


Most dramatic was Henry Ford, who, the week after Hardings death, reported he was selling automobiles under a new trade agreement to Russia. Twenty years before, Ford had started with just a few employees and $27,000. By constructing the modern assembly line, he was creating modern Detroit and conquering the rest of the country, buying up its own coal and iron mines. Part of his success was due to his religiously plowing back profit into the business, forgoing dividends. In fact, as Benjamin Anderson, the chief economist at Chase Bank, would write later, the first quarter century had offered case after case of Fords, all showing the history of small businesses which, employing three or four laborers, had in relatively short periods of time (fifteen or twenty years) grown into very substantial businesses. In 1923, Ford plants were already producing 6,000 cars a day, a record.


During the war the government had begun work on a dam and power operation at Muscle Shoals, Alabamathe point being to make ammunition. The war ended before the plant was running, and recently Henry Ford, who had his own political ambitions, had put in a bid to take over Muscle Shoals. Only the private sector, some believed, had the wherewithal to develop Americas most important new industry, and the key to its growth: electric power. Muscle Shoals could be the Detroit of the South. Ford had tried to write a contract with the government to run Wilson Dam as a nitrate plantindeed, Hoover hoped to broker the deal. But Congress had rejected it. Lawmakers like George Norris believed the government should control power.


Another hero on the horizon throughout the decade was Thomas Edison, the man who started the electrification boom. Across the country, people revered him; from time to time Edison would mount a contest to find young men of all around ability at his East Orange labs, and hundreds signed up. A young Vermonter named Bill Wilson who sat for and won one contest later recalled that seeing Edison in his lab coat, with the faint scars from a chemical explosion on his cheek, was to see the personification of American genius. In the summer of 1928, Congress would ask Mellon at the Treasury to strike a medal in Edisons honor. Mellon traveled to Llewellyn Park in New Jersey to give Edison the medal. From the base of a small and illustrious company, Mellon told the crowd in his whispery voice, Edison had delivered what a businessman ought to. Edison had not only changed the conditions under which men live but also helped to bring about a new social order.


Yet another hero was the British-born Sam Insull, who had started out in America keeping Edisons books. While on the East Coast with Edison, Insull had discovered that selling electric irons to Schenectady housewives was a good way to increase household use of power. His second insight had involved the economy of scale. Wall Street believed that each family or street needed a generator. There was even the idea that each gentleman should have his own generator, just like his own yacht; J. P. Morgan had one belching on his property in New Yorks Murray Hill. But Insull, feeling that the yacht was inefficient, had gone to Chicago. What Wall Street could not see, La Salle Street perceived, providing Insull capital to finance central power stations. In this fashion he achieved a miracle: he established power prices that were acceptable to the small consumer.


Insulls Chicago was a rough place. Before the war a college student from Indiana named David Lilienthal described his experience on a visit in 1917: he came across a crowd surrounding a puddle, and stuck his head among the others to see what these busy-men-of-the-world were watching with such evident enjoyment. It was but a tiny mouse, swimming about in the pool. Lilienthal was disgusted to see that whenever he would struggle to a place of safetysomeone would stick out his mahogany cane and throw the poor quivering thing back to his death. When this would happen, Lilienthal noted, some portly comfortable looking son-of-a-gun would shift his cigar and chuckle. The young man commented on the Chicagoans in his diary: And such creatures expect mercy for themselves from some higher authority, as they are to mice!


Where others saw lawlessness, though, Insull saw opportunity. He was brave, he was aggressivea frontier manand few laws stood in his way. Insull wired the city, then the state, and then other parts of the countrylike Ford, always plowing cash back into projects. When banks could not provide cash, he had used equity vehicles to raise the money, repeatedly creating holding companies, parent companies that owned operating utilities.


Critics said that he was watering down stock. But all Insull saw was the need for cashthe industry was the worlds most promising and would grow only if it got capital. And it did: the line on graphs of the American utilities industry in the 1910s and 20s moved up in an incontrovertible diagonal, consumption increasing each year, even in the early 1920s recession, seemingly independent of the overall economy. At his high point Insull provided a full eighth of Americas electrical power. To reward Chicago for the prosperity it had given him, Insull would spend the late 1920s building an opera house as ambitious as his business empire: a forty-five-story giant equipped with electric elevators designed so that every seat in the house, including the high gallery seats, would offer as good a view as the dress circle. Insulls opera house had no boxes for aristocracy; he wanted to prove that the world of electricity was a democratic one. The plans revealed a building in the shape of an armchair, a symbolic throne for Insull. The armchair faced west, the ultimate gesture of defiance toward New York.


On Wall Street, there were other, different figures to watch. Henry Morgenthau Sr., Felix Warburg, and Bernard Baruch were joining the Morgans as leaders in the financial district in the early part of the century. Some were continuing the success of a dynastyWarburg. Others were bent on establishing new dynastiesMorgenthau especially. In the 1920s a young man named Alfred Lee Loomis had taken a firm that was nearing bankruptcy, Bonbright, to heights of profitability with innovative investments in Insulls industry, public utilities. Half of the nations homes were electrified; together with his friend and partner Landon Thorne, Loomis wanted to electrify the rest. The industry began recruiting talent wildly. One of its finds was a corporate lawyer who had worked for Firestone, one of the tire companies in Akron, Wendell Willkie.


Like Insull, Alfred Lee Loomis and Thorne had seen that older investment houses were not sure they wanted to pour cash into the new utilities industry. And like Insull, they had seen the efficiency of holding companies: little local companies could save cash if they banded together into superpowers. One of the most promising markets, they had recognized, was the South, a laggard in modernization. Electrifying the South, they had realized, would also do enormous social good. As it was often said, the South was tired of living in the dark. Lone state companies could not do the work; they needed to hook up a network and share resources. Georgia Power Company had provided indifferent service to some customers, in part because it lacked the advantages of a larger holding company. One customer who wrote to complain was a polio patient from Warm Springs, GeorgiaFranklin Roosevelt, the future New York governor.


In the 1920s two other big figures loomed large. The first was the treasury secretary, Andrew Mellon of Pittsburgh. Mellons father, whose family had come from county Tyrone in Ireland, had been a faithful reader of Benjamin Franklin: The way to wealth, if you desire it, is as plain as the way to market. It depends chiefly on two words, industry and frugality. That is, waste neither time nor money, but make the best use of both. Thomas Mellon, a merchant banker, believed in investing in commodities, but also, like Insull, in investing in ideas. Among the new banks first visitorswhile Andrew was still a studenthad been a twenty-one-year-old bookkeeper with a scheme to build fifty coke ovens. He thought he could serve the growing steel industry, but he needed $10,000. An agent whom Mellon sent to evaluate Frick wrote: Lands good, ovens well built, manager on job all day, keeps books evenings, may be a little too enthusiastic about pictures but not enough to hurt. Judge Mellon struck a deal with him.


That man, Henry Clay Frick, remained affiliated with the Mellons from that point on. He and Andrew, good friends, traveled to Europe together; on such a trip Andrew started to build an art collection, buying his first picture.


But what was more important at the time was that Andrew also built a great business empire. He and his brother Richard created first a national bank, then a steel concern, and then an empire. Young Mellon cornered the bauxite market. He shared in the profits of Carnegie Steel, of which Frick was president. The Mellons together established the enormous Aluminum Company of America; later they picked up Bethlehem Steel. They invested in Spindletop, the Texas gusher that opened the Gulf Coast oil industry. By the time Hoover reached adulthood, the Mellons also were players in the steel, railway, construction, and insurance industries. Succeeding Andrew Carnegie and Henry Clay Frick, Andrew Mellon ruled Pittsburgh in a way that not even the president ruled Washington.


Mellon had stayed close to his fathers original formula: thrift that emphasized the accumulation of capital. But he had also created valueand not merely by cornering a market as a robber baron would, though he had done this with bauxite. Mellon invested in new innovations, functioning as an early version of the modern venture capitalist. The magazine Worlds Work described the Mellon formula thus: Find a man who can run a business and needs capital to start or expand. Furnish the capital and take shares in the business, leaving the other man to run it except when he is in trouble. When the business has growth sufficiently to pay back the money, take the money and find another man running a business and in need of money and give it to him, on the same basis.


In the late 1880s an inventor named Charles M. Hall had showed up in Mellons offices. Hall had developed a new way to smelt aluminum, but he lacked capital to sell his product. Mellon, for his part, agreed to lend $250,000 in return for a controlling share of a new firm, the Pittsburgh Reduction Company. Pittsburgh Reduction, iterations later, became the Aluminum Company of America.


Hoover himself, impressed, later recounted an anecdote an official from the same company would tell him about working with Mellon. The Mellon Bank had refused to lend to an inventor. But Mellon told the man, I sometimes personally loan money on the security of character. Mellon gave the man $10,000 and then invested yet more, and then yet more when the pilot showed prospects. For his cash efforts, Mellon eventually agreed to a fifty-fifty ownership. The inventor wondered aloud why Mellon was settling only for half. Now that his project had value, Hall reminded Mellon, Mellon might foreclose and own all. But the answer came back: The Mellons never did business that way.


To Mellon the formula was obviousinvest in the private sector, do not intervene too much, wait silently, and the returns would be all the greater. Eventually, he was so successful at producing innovations that he created the Mellon Institute in Pittsburgh to make the resources of his empire available to other, less innovative companies. The institute came under the general Mellon rubric self-improvement, though whether that self was Mellon or his business or the U.S. economy generally even he left unclear. In the same spirit, Mellon also undertook to improve his knowledge of the French language at around the same point. It was an early version of the modern science think tank. Companies brought their cash to the Mellon Institute; this funded scientists who could solve their problems through efficient applied research. Hundreds of books and papers, as well as more than 600 patents, resulted. By the time he entered public life, Mellon would serve on the board of more than 150 corporations, presiding over hundreds of millions.


When it came to the press, Mellon was suspiciousVictorian, in fact. More than Coolidge, he hid from newspapermen, even when he had good news. To show off was, to his mind, as to Coolidges, unseemly. Besides, it brought on bad luck. As a result, he lost out on his share of puff pieces. And he was often surprised to find that the press did not side with him when he needed it. He once found himself calling a newspaper editor he had never met to tell the man he had a story wrongMellons son was not sick, as the paper had alleged. Mellon lore was so scarce that people ended up trafficking in the stereotype of Mellon as miser. They noted that Mellon rarely spoke, that he seemed half-frightened (columnist Drew Pearson), and that he was quick to dismiss ideas that he considered shallow. He was reported to be an incredible penny-pincher. His wife left him. Mellons son Paul, who bore great affection for his father, also found much to criticize. He later compared Andrew to Soames Forsyte, the cold husband and Man of Property in John Galsworthys novels, who also collected pictures. Paul wrote later of Andrews ice water smile.


The last of the giants was Herbert Hoover himself. On the surface, again, he seemed much like the others, with the same story of success. A Quaker, Hoover had been born in 1874 in West Branch, Iowa. He had been orphaned as a child and, like the Mellon men, demonstrated early a love of thrift, enterprise, and new technology. Before she died, his mother led Quaker meetings, and, observing her, Hoover acquired a sense of righteousness: if one was truly a leader, the rest would be silent and follow. There was no reason to criticize a leader. He was the sort of boy who seemed years older than the rest, the one who always jingled a ring of keys in his pocket. An uncle, Henry John Minthorn, later recalled that he had trouble when he asked the boy to ride a horse; the youth persisted in preferring bicycles.


As an undergraduate at a new university, Stanford, Hoover made the brilliant move of studying geology and engineering. By reason of geography the university had advanced instructors, themselves pioneering mining even as they taught it. When the professors were not in the classroom, they were surveying the frontier. In the space of several years, therefore, Hoover acquired a grounding that the best miners across the world could only hope for, studying the newest techniques for finding minerals, paleontology, engineering, and chemistry. In those years the great nations were on a gold standard. Economies depended upon gold in the way that, for example, they depend on microchips today. Yet only a few engineers knew how to get that gold out of the ground. As Hoover would later note in his memoirs, snobbery made Britain and the Continent reluctant to elevate engineering above the status of a trade: the European universities did not acknowledge engineering as a profession until long after America had done so.


Europes loss was the gain of the gentlemen at Stanfordespecially Herbert Hoover. The discovery of gold deep below the surface in western Australia coincided with Hoovers Stanford graduation. A London firm, Bewick Moreing, offered the graduate a starting salary of $6,000, the equivalent of $124,000 today. The firm would send him to that corner of the world, where mining was the most challenging but also, potentially, the most rewarding. The place was rough; at a mine called the Sons of Gwalia, he endured blackflies, white heat, and seemingly inferior Australian labornoddle heads, he called the workers. Still the principles were the same: thorough, serious work, U.S. engineering technique.


By the time he was twenty-five, Hoover had brought a failing mine to fabulous profitability. Next he oversaw the rehabilitation of mining throughout the region. He acknowledged that his work in Australia was practically a new science but was not content with his gains there, raking in thousands in stock market winnings on the side. By the age of twenty-seven, Hoover had turned around the production and the books of mines in the United States, Australia, and China. He and Lou, his wife, lived in Tientsin, China, where they helped rescue others in the Boxer Rebellion. Then it was on to London, where the Hoovers lived in stylewith a chauffeur, even. The prewar London of that time was a truly international city, a city that showed off the gold standard at its best. The gold that Hoover dug out of the mines helped the standard to function, in turn making global trade possible.


In foreign places, without peers to challenge him, Hoover became accustomed to solo management. Ignoring the noddles seemed the fastest route to success and the best way to avoid painful criticism. Hoovers pride grew with each project. It was said of Hoover that there was no cleverer engineer in the two hemispheres. Luck makes talent look like genius, and every era has its own kind of luck. In Hoovers era, luck blessed mining engineers. It was an era of commodities. In 1901, the first item on the Dow Jones Industrial Average was Amalgamated Copper, the last U.S. Steel Preferred. In between were also mostly commodity-driven companies: American Sugar, National Lead.


Hoover, who was willing to travel and not afraid of bankers, knew better how to exploit that luck than his geologist teachers. Equally at home in a mine and a bank boardroom, he moved forward fast. From improving mines themselves he went to improving mining projects and mining finance. Before he turned thirty, the papers reported that he was the best-paid man of his generation.


One of the insights that continued to serve Hoover in this period was that mines were catsthey had nine lives, if only one found the technology to sustain them. In 1905 and 1906, for example, scientists knew both that zinc was a valuable mineral and that it was hard to isolate. Frustratingly, it could be found in chunks of other rocks minedso-called tailings. In those years they were also discovering that if unusable chunks of rockthe tailingscontaining zinc ore were crushed and mixed with sulfuric acid, the zinc in them would float to the surface. Hoover traveled to Broken Hill, hundreds of miles northeast of Adelaide, to observe the ore deposits; then he led Bewick Moreing in creating a company, the Zinc Corporation, to exploit the new process. After a few dicey months in 1907 and 1908if we failed, our reputation would be gone, a colleague on the project later recalledthe Zinc Corp. proved intensely profitable.


By 1908, Hoover had outgrown Bewick Moreing and established himself as an enormously successful freelance engineer. There was more work in Belgium, Germany, France, China, Japan, and Burma. Hoover got to know Russia through his work at a barons estate in the Ural Mountains, not far from Ekaterinburg, where the Romanovs would later be killed. The Kyshtim estate provided a livelihood for 100,000 and was rich in copper and other metals. Its engineers, as Hoover discovered when he came to Kyshtim, were working from the wrong metallurgical concept. They were using blast furnaces. Hoover and his engineers thought an unusual process, pyritic smelting on a large scale, might work better. They found additional financial resources both to reorganize the companys finances and to bring men from Butte, Montana, where a similar quality of ore had been treated. There were also new furnaces. And to his satisfaction, Hoover was later able to report that the property after his rationalization earned a net of about $2 million annually. Following the doctrines of Taylor, the efficiency guru, the new company paid its workers 25 percent above the going wage in the area.


Hoover had seen great promise for Russia but also recognized the potential for great trouble. While working at Kyshtim he found himself one day at a train station, observing as a long line of intelligent, decent people brutally chained together were marched aboard a freight car bound for Siberia. Some were the faces of despair itself, some of despondency itself, some of defiance itself. The whole dark scene, Hoover wrote, robbed him of sleep. But Hoovers own life had been nearly all sunshine and had seemed to move only forward.


The events in Russia had strengthened Hoovers conviction about the need for firm leadership in Europe and even the United States. In 1916 Bolsheviks began agitations at his own Kyshtim plants. In 1917 the Communists took power, throwing out the ownership and management at Kyshtim and giving themselves a 100 percent raise. The Americans on the project were sent off on trains to Vladivostok, but the Russian experts were brutalized or even killed. What made it worse was that without the experts the delicate Kyshtim furnaces broke down within a week; the Communists could not read the blueprints left behind that would have told them how to do repair work. In a week the works were shut down, and 100,000 people were destitute, Hoover recalled, rightfully disgusted, in his memoir. After that Hoover led a great relief action in Bololand, the nickname the relief staff used for the Bolshevik state. But unlike Henry Ford, he did not nurse much hope that doing business with Russia would bring Bolsheviks back to market ways.


By age thirty-five or forty Hoover still feared criticism, but less than beforehe encountered it so infrequently. Luck and talent had done their work, and he began to feel his greatness was unlimited. Not only Americans but also foreigners had the same impression. Getting to know Hoover at the peace conference after World War I, the economist John Maynard Keynes was deeply impressed. For Hoover grasped what others had missed: the crushing blow that the reparations payments demanded by France would deal to the future of Germany. Hoover, Keynes said, operated in an atmosphere of reality, knowledge, magnanimity and disinterestedness, which, if they had been found in other quarters also, would have given us the Good Peace. Others might live lives of periodic setbacks; Hoover seemed immune. Sherwood Anderson, the novelist who chronicled such setbacks in Winesburg, Ohio, would write with astonishment that Hoovers was the face of a man who had never known failure.


All the while, four characteristics made Hoover subtly different from some of the others, especially from Mellon. The first was that he was younger, born in 1874, which made him a full generation younger than Mellon. His world was more Edwardian than frontier or Victorian; the experience of the war had made a big impression on him. Hoover came to believe that life was like wartime, and that government, therefore, ought to plan more, as if in a war. The second was his love of publicity. The third difference was that Hoover, who had profited so much from commodities, tended to distrust Wall Street, whose wealth he viewed as ephemeral. The fourth was that Hoover loved to jump in where, say Mellon, had stayed back. That was why he had been so successful as a consultant.


Under Harding, the differences between Hoover on the one hand and Mellon and Coolidge on the other became more visible, at least for those who looked carefully. Mellon, true to form, had focused on allowing businesses to work on their own, which to him meant reducing taxes. Income taxes in those days applied only to the richand those rich paid extremely high rates, the top being 73 percent. Mellon believed that rate was prohibitiveit killed investment, and therefore jobs. He did not see taxation as a moral matter. Taxes were a practical thing: a tax was a price. And one could only charge what the traffic will bear, as he put it, drawing on a metaphor from his own railroad freight days. When a government overtaxed, it hurt itself, for it got less revenue. Taxes that were too high, Mellon noted, simply were not paid. In the end lawmakers wrote loopholes that enabled high earners to escape. Instantly, with the aid of his staff, Mellon began to work on plans to cut taxes. Overtaxation was the very sort of intervention he had abhorred as a venture capitalist, and he would do what he could to reduce it from Washington.


Mellons other preoccupation was with the efficient use of family moneyhis own, and that of other people. Money, he believed, must stay in the private sector, with the family, either for further investment, or for ones children, or for charity. He had watched in admirationand perhaps envyas his friend Henry Clay Frick built up his art collection. Every once in a while a headline trumpeted Another Vermeer Bought by Frick. In the autumn of 1919, though, Frick died, and Mellon saw originally enormous bequests to charity, as well as Fricks splendid collection of paintings, become embroiled for years in fights over estate taxes. Institutions such as Princeton University to whom Frick had promised gifts found themselves with far less than expected, a shameful outcome from the philanthropists point of view. Mellon resolved to find a way to change the way estates were taxed.


At the Commerce Department, meanwhile, Secretary Hoover had begun to apply his notions. The department pre-Hoover had been relatively tame, almost a sinecure. One of its tasks was coordinating the nations lighthouses. It was said of the post of commerce secretary that it consisted of lighting the lamps along the coast and putting the fishes to bed. Early on Hoover invited a promising young man from the Warburg banking dynasty, James Warburg, to work as his assistant secretary. But what do you do? Warburg asked Hoover impudentlyand did not take the job.


Hoover saw the post as grander: an opportunity to show the country what it could do if it had a national engineer. When the recession hit, he urged President Warren Harding to host a conference with business and labor on creating employment. The idea was that Washington could encourage business, and perhaps the states and labor, to work together to make the economy grow. Among those attending was John L. Lewis of the United Mine Workers. Later, in 1922, Commerce Secretary Hoover argued that union wages were too high, and that there was an overplus of mines and miners in general. The miners struck, and Hoover intervened; this time the innocent in need of protection had been consumers, not Belgian children. The administration is not injecting itself into the strike, he wrote Lewis; it is trying to protect the general public from the results of the strike. Meanwhile, Hoover was also working on the problem of the Colorado
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