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Harding and Coolidge
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Herbert Hoover and the “Associative State”
War Debts, Reparations, Keeping the Peace
Republican Party ushers in new era in American life, claim closer link between gov’t and business cause for prosperous economy
Warren Harding – shallow and intellectually weak, product of machine politics of Ohio, realizes own limitations claiming he “knew the job of president would be too much”
Surrounds himself with “Ohio gang”, gives them administrative power
Because he is weak leader, friends start scandals in summer of 1923
Teapot Dome scandal, Albert Fall leases navy oil reserves to private companies, first cabinet member ever to serve prison time
Andrew Mellon, secretary of treasury, leading voice for trimming deral budget and cutting taxes on incomes, corporate profits, and inheritances

Argued doing so would free capital and encourage economic growth
Mellon’s policy roll back progressive taxation associated with Wilson
Calvin Coolidge replaces Harding after heart attack in Aug 1923

Total opposite of Harding: New England Yankee, governor of Massachusetts, believed in least amount of gov’t possible
Stepped back and relied on wealthy men to make society’s decisions
Easily wins election in 1924, Democrats split between urban/rural
Reduces federal spending, lowers taxes, clears way for businessmen
Herbert Hoover is most influential Republican era figure, in cabinet of Coolidge/Harding as secretary of commerce before presidency in 1929
Believes enlightened business, encouraged by gov’t, will act in public interest, fuses individualism with commitment to progressive possibilities offered by efficiency and rationality
“Associative state” – gov’t encourages voluntary cooperation among corporations, consumers, workers, farmers
Encourages creation of national trade associations, idea was to explain advantage of mutual cooperation and improve efficiency by removing competition
Gov’t provides ideal climate for concentration of corporate wealth

By 1929, 200 largest corporations own 50% corporate wealth and 20% of nat’l wealth, vertical integration increases – all stages of production
WWI makes America have strongest economy in the world, moves from debtor to creditor – European gov’ts own $19 billion to US
New York becomes center of int’l finance/capital markets

War debts/reparations most divisive economic issue, France/Great Britain agree to pay $11.5 billion back over 62 year period, but by late 1920s, financial situation in Europe so bad US drops part of debts
Dawes Plan reduces Germany’s debt (b/c owe $33 billion for reparations), allows them to make reparation payments to Allies which in turn allows Allies to pay war debts to America
Horrors of WWI leads many to advocate curbs on world’s armed forces
Five-Power Treaty scales down navies, Italian/Japanese soon back out

