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                                           Progressives and Leviathan
                                                                by

                                                    Burton Folsom, Jr.

     The Progressives were a new generation of activists who appeared in the U. S. in the early 1900s.  They were not always agreed on details, but they were agreed that a more expanded federal government—a greater “leviathan”—was needed to improve the quality of American life.  Article 1, Section 8 of the Constitution, they believed, was all right for the 1700s, and maybe the 1800s, but not the 1900s.  

     Before looking at the Progressives and their quest for leviathan, let’s return to the Founders and look at what they envisioned.  With the Founders we did not have Progressives and Leviathan; we had Constitutionalists and limited government, or rather Constitutionalists, who held to Article 1, Section 8, which limited the role of government in American society.

     In studying progressive actions, I want to describe the words and behavior of both Presidents Theodore Roosevelt and Woodrow Wilson.  But before discussing them, let’s harken back to the Constitutionalists to see how they viewed the role of government in economic growth.  James Madison, the father of the Constitution, was also president twenty-five years after the birth of the United States.  He knew the Constitution, and he knew what his country needed to accomplish.  One thing his country needed was internal improvements—the improving of waterways and the building of roads to get people and goods back and forth on the continent.  Albert Gallatin, Madison’s secretary of treasury, drew up a fascinating $20 million plan to build canals and highways throughout the Union.  Congress passed a bill incorporating much of Gallatin’s plan in 1817, and Madison had a tough decision: should he sign the bill or veto it?

     Madison vetoed the bill, noble as was its intention, because it contradicted Article 1, Section 8 of the Constitution.  Here are Madison’s words:

I am not unaware of the great importance of roads and canals . . . and that a power in [Congress] to provide for them might be exercised with signal advantage to the general prosperity.  But seeing that such a power is not expressly given by the Constitution, and believing that it can not be deduced from any part of [the Constitution] without an inadmissible latitude of construction and a reliance on insufficient precedents, believing also that the permanent success of the Constitution depends on a definite partition of powers between the General and the State Governments, and that no adequate landmarks would be left by the constructive extension of the powers of Congress as proposed in the bill, I have no option but to withhold my signature from it. . . .

What we see here is that Madison knew the internal improvements would be beneficial to the U. S., but he vetoed the bill anyway because he believed that private companies and the states were where the building should be done according to the Constitution.  Congress was never empowered to build roads and canals, Madison knew well, because benefits would be concentrated and costs would be dispersed; that was not what Constitutional government was about.

     Even in the late 1800s, President Grover Cleveland was still defending constitutional government against well intentioned federal subsidies not authorized by the Constitution.  In 1885, for example, Congress passed the Texas Seed Bill.  A few counties in east Texas were plagued by drought and the farmers there harvested few crops amidst the natural disaster.  Congress passed a bill to provide $10,000 for seeds for them to plant future crops.  Cleveland had to listen to the following pleas:  “How can you deny so little to so many who were hurt by a natural disaster they did nothing to create? After all, we are running budget surpluses every year nowadays and are gradually retiring the national debt.”

     What did Cleveland do?  He vetoed the bill because federal aid to farmers was not part of the Constitution.  If one economic group could secure aid, then more groups could secure economic aid all at the expense of many, and there is no logical stopping point.   What about the suffering people of Texas?  “The friendliness and charity of our countrymen can always be relied upon to relieve their fellow citizens in misfortune,” Cleveland observed.  “This has been repeatedly and quite lately demonstrated.”  Here, Cleveland may have been thinking of the Red Cross, the Salvation Army, or thousands of local charities or churches that went into the slums with a Bible in one hand and bread in the other.

     “Federal aid in such cases encourages the expectation of paternal care on the part of the Government,” Cleveland concluded, “and weakens the sturdiness of our national character, while it prevents the indulgence among our people of that kindly sentiment and conduct which strengthens the bonds of a common brotherhood.”
  What we saw was a large public response to Cleveland’s veto.  The Louisville Courier-Journal and other newspapers urged Americans to help the farmers of east Texas, and in response over $100,000 was raised and sent to the destitute farmers who experienced the drought—a much greater sum than Congress had allocated—and the farmers had the satisfaction of knowing that their relief came from Americans who cared about their health, not politicians who cared about their votes.

     Cleveland was the last president before the influence of the Progressives began to be felt.  One of the issues that stimulated Progressive thinking was the development of the airplane.  The argument for using federal funds to build an airplane was compelling. Sure, it wasn’t among the areas granted under the Constitution, but this was an emergency:  If England, France, Germany, or one of the European powers—all of which were experimenting with flight technology—were successful, one of them could come over and drop bombs on us (or anyone else) and we would be helpless, all because we had a narrow-minded devotion to outmoded principles suited for the 1700s, but not for the new world of the 1900s.  In fact, the U. S. had just emerged from a war with Spain, and although that war was successful, we might have to face future wars with European powers armed with new technology.  If Germany, for example, allocated immense resources to research and experiments with airplane technology and if they succeeded, then the U. S., with its strict adherence to constitutional government, would ultimately have to yield to German ambitions abroad and perhaps at home as well.

     Perhaps the patriotism or sense of emergency in Congress overrode its sense of constitutional judgment.  In any case, Congress voted $50,000 in funds (well over one million dollars today) to Samuel Langley, who was considered the nation’s foremost expert on flying.  Langley had written a book on the possibilities of flight and he was the 65-year-old president of the Smithsonian Institution, a federal agency that also contributed funds to Langley’s experiments.  Why not support the best in an effort to advance economic development, national interest, and even national security?

     Langley took the money and spent much of it on a houseboat and a spring-operated catapult, which was designed to shoot his airplane into the sky, where it would remain with the help of wings and large engine.  His biggest test came on December 8, 1903, when, in front of reporters along the Potomac River, he launched his federally funded airplane.  Unfortunately for Langley, his plane flew out of the catapult and fell ignominiously into the water below.  The Boston Herald suggested that Langley abandon airplanes and instead try submarines.  The New York Times suggested that even with mathematicians and engineers working for one million years, no one would produce a successful airplane.  The New York Times estimate proved to be somewhat in error:  nine days after the Langley crash, the Wright Brothers, two bicycle mechanics from Dayton, Ohio, took less than $2,000 and successfully flew an airplane in Kitty Hawk, North Carolina.

     The misplaced federal subsidy to Langley did not produce an outpouring of mea culpas on the part of Congress.  By 1903, the idea had become prominent that government could indeed be used to advance prosperity in America and that few side-effects would result from new experiments.  Theodore Roosevelt was president and he set the tone for the new progressive movement.  Not only military experiments, such as airplanes, but economic experiments were needed in regulating corporations.  “The citizens of the United States must effectively control the mighty commercial forces which they have themselves called into being,” Roosevelt urged.
 

    At one level, Roosevelt believed that the Interstate Commerce Commission (ICC) should have much control over the prices railroads charged to deliver goods.  In other words, government bureaucrats were better entrusted to set prices than railroad operators.  Under the Hepburn Act, and later the Mann-Elkins Act, the ICC was empowered to set aside existing rates and even entrusted with setting rates under certain circumstances.   The federal government expanded as federal officials poured over the books of various railroads trying to determine proper rates for shipping goods over short hauls and over long hauls.  The Constitution did not permit such meddling, but Roosevelt and the progressives argued that the country was in a new era and that “public welfare” necessitated a change in the rules.  The Progressive Era required new thinking, or so progressives believed, and they optimistically predicted that much good for humanity could come with centralizing power in the hands of well educated and well intentioned officials.

     Another Roosevelt desire was to expand the role of government in breaking up corporations.  The Sherman Anti-Trust Act, passed in 1890, was the key piece of legislation Roosevelt wanted to use.  As written, the Sherman Act banned “every combination . . . in restraint of trade.”  This vaguely written law was an immediate problem because every act of trade potentially restrains other trade.  This meant that the courts would have to decide what the law meant.  The first test of the Sherman Act, the E. C. Knight case (1895), was a victory for free trade.  The American Sugar Refining Company had bought the E. C. Knight Company and thereby held 98 percent of the American sugar market.  The Supreme Court upheld this acquisition because no one had tried to “put a restraint upon trade or commerce.”  No one stopped anyone else from producing sugar and competing with American Sugar Refining.  Therefore, the trade was legal even though, in the words of the court, “the result of the transaction . . . was creation of a monopoly in the manufacture of a necessary of life. . . .”  In fact, other sugar producers did enter the market and steadily whittled the market share of American Sugar Refining from 98 to 25 percent by 1927.

     Roosevelt, however, believed that the Sherman Act should be used against some corporations, but not all corporations.  “The way out,” Roosevelt argued, “lies not in attempting to prevent such combinations, but in completely controlling them in the interest of the public welfare.”  In making this argument, Roosevelt clarified that he thought large corporations and large wealth holders deserved regulation in a way that people or businesses less rich did not.  Roosevelt urged, “The really big fortune, the swollen fortune, by the mere fact of its size acquires qualities which differentiate it in kind as well as in degree from what is possessed by men of relatively small means.  Therefore, I believe in a graduated income tax on big fortunes.”

     He did not achieve a graduated income tax during his presidency, but he did succeed in expanding the Sherman Act and breaking up James J. Hill’s Great Northern Railroad and in paving the way for the later break-up of John D. Rockefeller’s Standard Oil Company.  In the case of Standard Oil, Rockefeller held 90 percent of the domestic kerosene market and a remarkable 65-70 percent of the foreign oil market.  It’s amazing to think that in this current era of oil imports, Rockefeller could supply all the oil needed in the U. S. and two-thirds of the oil in the world as well.  Rockefeller and his lawyers at Standard Oil argued that they held less of a market share than American Sugar Refining had held.  They also noted that oil developments in Texas had reduced Standard’s market share from about 90 percent to 65 percent from 1901-1910.  Market forces, in other words, were doing to Standard Oil what they were doing to American Sugar Refining.  But the Justice Department began moving toward an argument that large corporations sometimes had the potential to restrain trade and that this potential must be curbed.  Ultimately the courts ruled against Rockefeller and Standard Oil was broken into dozens of smaller corporations.   What that meant was that property rights were not secure and that Roosevelt’s nebulous “interest of the public welfare” trumped Constitutional protections.  Progressive ideas were prevailing.

     President Woodrow Wilson essentially agreed with Roosevelt that the role of the federal government needed to be expanded.  Wilson, with a Ph.D from Johns Hopkins, wrote on natural rights, the state, and the proper role of government.  Wilson viewed the Declaration of Independence and the Constitution differently from the Founders.
  

     The Declaration of Independence reflected a generation of thinking on the subject of natural rights—“that all men are created equal, that they are endowed by their Creator with certain unalienable rights, that among these are life, liberty, and the pursuit of happiness.”  The Constitution later separated the powers of government to protect life, liberty, and property from future encroachments by potential tyrants.

     Woodrow Wilson had only limited use for the Founders and the Declaration.  “If you want to understand the real Declaration of Independence,” Wilson urged, “do not read the preface.”  Government did not exist merely to protect rights.  Instead, Wilson argued that the Declaration “expressly leaves to each generation of men the determination of what they will do with their lives. . . .  In brief, political liberty is the right of those who are governed to adjust the government to their own needs and interests.  “We are not,” Wilson insisted, “bound to adhere to the doctrines held by the signers of the Declaration of Independence.”

     The limited government enshrined in both the Declaration and the Constitution may have been an advance for the Founders, Wilson conceded, but society had evolved since then.  The modern state of the early 1900s was “beneficent” and “indispensable.”  Separation of powers hindered modern governments from promoting progress.  “[T]he only fruit of dividing power,” Wilson asserted, “was to make it irresponsible.”

     A better “constitutional government,” Wilson urged, was one “whose powers have been adapted to the interests of the people.”  A strong executive was needed, he believed, to translate the interests of the people into public policy.  The president was the opinion leader, the “spokesman for the real sentiment and purpose of the country.”  And what the country needed was “a man who will be and who will seem to the country in some sort of an embodiment of the character and purpose it wishes its government to have—a man who understood his own day and the needs of his country.”

     In the White House, Wilson intended to be a strong president working with a “living Constitution.”  He promoted the expanding of “beneficent” government into new areas.  In his second year as president he concluded that shipping rates were too high, and he blessed his secretary of treasury’s plan to regulate overseas shipping rates and the companies doing the shipping.  Later he promoted a plan to make loans to farmers at federally subsidized rates.  Then he pushed through Congress a bill fixing an eight-hour day for railroad workers.

     Article 1, Section 8, of the Constitution gives no power to the federal government to regulate the prices of trade, the hours of work, or to make special loans to farmers or any other group.  But Wilson said he was operating with a “living Constitution” and that increased government in these cases reflected appropriately the greater will of the people.  Likewise, when Wilson helped centralize banking with the Federal Reserve system and when he further restricted trade by promoting the Clayton Antitrust Act, he believed that this work for the general good outweighed any loyalties to the rigid construction set up by the Founders in the original Constitution.

     Not all Americans agreed with Wilson’s evolving Constitution.  The Adamson Act, which required the eight-hour day for railroad workers, was challenged and went to the Supreme Court.  It was sustained by a 5-4 majority, but Justice William Day was appalled at the constitutional violations in the bill.  “Such legislation, it seems to me,” Day said, “amounts to the taking of the property of one and giving it to another in violation of the spirit of fair play and equal right which the Constitution intended to secure in the due process clause to all coming within its protection.”

     Such growth of government came with a cost, but Wilson was ready with the progressive income tax to pay for his new programs.  World War I clearly influenced Wilson’s use of the tax and his centralization of power—he promoted an increase in the top tax rate from 7 to 15 percent in 1916; then, during the war, Wilson secured an increase to a 77 percent marginal rate on the country’s largest incomes.

      Where Wilson supported an evolving Constitution that gave him authority to increase the power of government and centralize power, President Calvin Coolidge, who was on the ticket that succeeded Wilson, believed that the Declaration and the Constitution should be accepted as the Founders wrote them.

     In July 1926, on the sesquicentennial of the signing of the Declaration, Coolidge gave a speech reaffirming the need for limited government.  “It is not so much then for the purpose of undertaking to proclaim new theories and principles that this annual celebration is maintained, but rather to reaffirm and reestablish those old theories and principles which time and the unerring logic of events have demonstrated to be sound.”

     Coolidge added that “there is a finality” about the Declaration.  “If all men are created equal, that is final.  If they are endowed with inalienable rights, that is final.  If governments derive their just powers from the consent of the governed, that is final.  No advance, no progress can be made beyond these propositions.   If anyone wishes to deny their truth or their soundness, the only direction in which he can proceed historically is not forward, but backward toward the time when there was no equality, no rights of the individual, no rule of the people.  Those who wish to proceed in that direction can not lay claim to progress.  They are reactionary.”

     Coolidge’s attitude as president reflected his belief in the ideas of the Declaration.  He was not always consistent—for example, he signed the Fordney-McCumber Tariff in 1922, which slapped high and uneven taxes on some needed imports.  But his efforts were largely in the direction of reducing the size of government to increase liberty.  For example, Coolidge cut the size of government and was the last president to have budget surpluses every year of his presidency.  Also, when the Harding-Coolidge administration came into office in 1921, the tax rate on top incomes was 73 percent; when Coolidge left the presidency eight years later it was 25 percent.  The rates on the lowest incomes were also slashed.

     Furthermore, Coolidge often attacked special interests.  He vetoed a bill to give a special cash bonus to veterans; and through President Harding, he was part of the administration that shut down a government-operated steel plant set up by Wilson, which had lost money each year of its operation.  

     Not once but twice Coolidge courageously vetoed the McNary-Haugen farm bill, which was popular with farmers, because it promised federal price supports for them.  “I do not believe,” Coolidge wrote, “that upon serious consideration the farmers of America would tolerate the precedent of a body of men chosen solely by one industry who, acting in the name of the government, shall arrange for contracts which determine prices, secure the buying and selling of commodities, the levying of taxes on that industry, and pay losses on foreign dumping of any surplus.”

     Let me give one example of Coolidge’s move toward limited government in action.  It is in the area of tax cuts.  His work with Andrew Mellon, the secretary of treasury, in cutting tax rates stimulated economic expansion in the U. S.   Coolidge in fact, had the lowest misery index (3.3% average unemployment and 1 percent inflation) of any president in the twentieth century.  The development of air-conditioning gives us a good example of his reforms helping the economy.

     Air conditioning was invented by engineer Willis Carrier in the early 1900s.  His invention was an accident—he was hired to dehumidify rooms for a printing company so that the print on paper would dry more quickly.  Carrier realized that to dehumidify the air in the room was to cool it, and he pondered the possibilities of building a device just to cool rooms.  Before World War I, the tax rates were so high that Carrier declined to try.  Why risk losing money on a speculative venture if the possible gains were taxed at a marginal rate over 70 percent?  In the middle of the 1920s, after Coolidge’s tax cuts began to take effect, Carrier decided to take a chance.  He built a 133 ton air conditioning unit for the Rivoli Theater in Manhattan.  Summer was down time in the movie industry and the owner of the Rivoli Theater took the chance that cooler air would attract more customers.  In fact, the Rivoli Theater had record crowds that summer of 1925, and Carrier built air conditioners for 300 more theaters before the end of the decade.  One of the most important inventions of the twentieth century was underway.

     Ideas have consequences, and the progressives’ adoption of big government ideas had strong consequences for the United States.  Roosevelt and Wilson both expanded the federal bureaucracy and, with their support, the progressive income tax was passed and expanded.  The Coolidge presidency provided a brief break from the expansion of government and showed that when people are given increased freedom and protection of their property, they will be productive and expand the U. S. economy.
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