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The Business of America and the
Consumer Economy of the 1920s

GOALS

» To explore the connections between mass production and
the creation of mass consumerism and its long-term
Implications for the structure of American business.

» To introduce some enduring ideas about corporate strategy,
American business institutions, and modes of regulating
American business that emerged in the 1920s.
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From the Forum

» How did the emergence of a consumer society figure into the rural-urban divide that played
such a prominent role in other issues in the 1920s, like Prohibition?

»  Were the consumer economy and the credit buying that made it possible essentially urban
phenomena?

» How did people in the 1920s respond to the increase of “financial” wealth generated by the
Stock Market and that produced by the “real” manufacturing economy?

» What happened to Progressivism during the 1920s?

» How does the consumer economy of the 1920s relate to the corporate consolidation of the
late 19th and early 20th centuries?

» How did the consumer economy of the 1920s set the stage for the Great Depression?

» What are the benefits and drawbacks of an economy heavily dependent on consumer
spending?

» How does today’s consumer economy compare with that of the 1920s?
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Edward J. Balleisen

Associate Professor of History and Public Policy
Duke University
National Humanities Center Fellow
2009-10

Legal History, Business History, History of Policy

Navigating Failure: Bankruptcy and Commercial
Society in Antebellum America (2001)

Government and Markets: Toward a
New Theory of Regulation (ed.) (2010)

Suckers, Swindlers, and an Ambivalent State:
A History of Business Fraud in America
(Forthcoming)
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The Business of America and the
Consumer Economy of the 1920s

A\

Dynamos of Productivity
The Imperative of Mass Consumption
* The Science of Selling
» Remaking Corporate Organization
= General Motors versus Ford
» The Limits of Laissez-Faire
= Government-Facilitated Business Self-Regulation

A\
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Index of Manufacturing Production for United States
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Index of Manufacturing Production for United States (AD107BUSA331NNBR)
Source: National Bureau of Economic Research
120
110

§ 100

1

7y]

™~

o 90

L

P

N

o

& 80

LY

©

=

= 70

60 | | 1 | 1 1 | 1 1 ]
1920 1922 1924 1926 1928 1930 1932 1934 1936 1938
Shaded areas indicate US recessions.
FRED 2012 research.stlouisfed.org

1940

americainclass.org 7



Production Worker Employment,

Manufacturing, Total for United States & .ERICA®
g, in CLASS
Production Worker Employment, Manufacturing, Total for United States (MO81FBUSM175NNER)
Source: National Bureau of Economic Research
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Sources of Manufacturing Power In the US, A
1880-1940: Electrifying the Factory s %IIEES%
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Civic Pride in Factory Electrification S CLASS’

GHIGAGD DISTRICT
LEADSINFAGTORY
ELEGTRIFICATION

BY HARPER LEECH.

In this time of stock taking few f1g-
ures are more significant to midwest-
erners than thoge gathered by the
Electrical World, which show that the
north central states now lead ull other
sections In the electrification of Indus-
try. Maoufacturing In this reglor s
now &4 per cent electrified, and 58 per
cent of manufacturing huys Its power
from centrial generating stations.

The extent to which the new Industrial
revolu a8 pro > r he th- . -

e e e e e it oL etk Chicago Tribune, Nov. 21, 1925
lishments in the north central went huve

660,616 clectriec motors of 7,949,549 horse-
power,
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Impact of the Assembly Line AMERICA

Systematic redesign
of the workplace
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Significance of New Technologies

AMERICA
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The New York Times, March 1, 1925

Research Men Foresee Radio Improvements, Better Power Transmission,
New Knowledge of Atoms —Inventors Now Work in Groups
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Advertising Spending in the U.S., 1919 - 1929
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Ad Spending in
Total Ad . Ads as %
Year . News, Mags., Radio, | GDP (b.)
Spending (m.) TV (m) of GDP

1919 1,930 733 783 2.5%
1920 2,480 830 88.4 2.8%
1921 1,930 940 73.6 2.6%
1922 2,200 1,017 73.4 3.0%
1923 2,400 1,101 85.4 2.8%
1924 2,480 1,188 87.0 2.9%
1925 2,600 1,281 90.6 2.9%
1926 2,700 1,355 97.0 2.8%
1927 2,720 1,432 95.5 2.8%
1928 2,760 1,493 97.4 2.8%
1929 2,850 1,560 103.6 2.8%
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Making Installment Credit Normal

tS‘

ERE'S your chance to own
that genuine Model 3 Corona
you've wanted—on the easiest

terms ever offered—at ONE-THIRD

OFF regular pricel Complete in

every detail; back spacer, etc. New

Machine Guarantee. Recognized the

world over as the finest, strongest,

sturdiest portable built,

l Orln a lmited number of these splendid
nd machines available. To get one, you must act
now! Experience the joy this personal writing
rortabtcr ypewriter can give you! Use it ten da a
h O ree] Seo how easy itis to runand the splendic

typed letters it turns cut. Ideal for the edrsk
home, travelin JI Small, compuct, light, conveni-
Mo..e 'f ent. Don’t send out leuers. manuscripta, reports,
hills in poor handwriti ing when you can have this
Corona at such a low price or on such essy terms,

Leatheroid Arry:rw
cller, Instructioos fres o h
offer. Serd no mnmy—-x iot
chc coupon. Withowt delay
red tape wa will send you

Lot TERMS..
R omnup

|rCo¢ me. Try t 10 days

Hy dacide to l‘Nplled
unly $3—chen 52 &

lll owr specisd pnn nl

L’ﬂaul pld (cash prica

Crand Ave., Chics

1
l‘dl”"’m'".ﬂ-%}nm i l:l:
3 - ey

i H '
Rt R R —

Leatheroid carrying case,
oiler, instructions free on this
offer. Send no money—just
the coupon. Without delay
or red tape we will send you
the Corona. Try it 10 days.
If you decide tokeep it, send
us only §2-—then $3 a month
until our special price of
$39.90 is peid (cash price
$36.40). Now is the time
to buy. This offer may
never be repeated. Mail
coupon now,

Ad in McClures, Jan. 1929
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Installment Credit Enters American Popular Culture sSrer e

< /')“ "J
m . J " ol 3 N
Teacher: WHAT MONTH OF THE YEAR 1S THIS?
Pupil: 1 KNOW—DECEMBDER,
Teacher: AND WIO'S COMING TO CALL AT YOUR HOUSE SOME NIGHT BEFORE

TIIS MONTIL 1§ OVER? Lf D b 9 1926
Pupil: AW, 1 KNOW==THE RADIO INSTALMENT COLLECTOR. I e1 ecember y

B
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- AMERICA
The Debate Over Installment Credit 2 CLASS’

“From the replies as classified and digested for The Oregonian by
the Lumberman’s Trust Company Bank of Portland, the following
statement of majority opinion is drawn up:

Instalment buying is the backbone of America’s prosperity, by
leveling out the production curve. It has almost banished
unemployment, creating more jobs through the increased production
made necessary by the tremendous consumer demand.

It has reduced the average cost of necessities and luxuries through
quantity manufacture. It has increased wages, encouraged thrift and
ambition, prevented spasmodic business depressions and made it
possible for the wage-earner of America to find contentment in the
possession of those things which even the rich of other countries
seldom can afford.”

—*“More Light on Instalment Selling:”
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Demonstrating Lifestyle — Early 1920s
Chicago Department Store Show Window All\g]élggs‘%
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Selling through Demonstration— AMERICA
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DEALER DEMONSTRATES ELECTRICAL APPLIANCI
TO SEWING CIRCLE.

We have in mind now a plan which was put in
effect by a dealer to have his electric shop asso
ciated in the minds of his community as a hous
of service. Nothing was seemingly too laboriou
for him or his organization to do with regard t
mformation and service to anyone. This deale
could well be nicknamed a “Go-Getter.” He
launched the 1dea by putting in six electric sewing
machines, nicely arranged on sewing tables, and
then sent special invitations to the ladies’ aid
society of one of his local churches, stating tha
they were at liberty to visit his store on a ce:
tam date and to bring their sewing, which all
churches do more or less for missions. He fu
ther stated that at noon-time he was going to
extend to them a buffet lunch. He took par

Passage from “Marketing

ticular pains to arrange his store attractively Washers and Vacuum
with the articles displayed in such a manner that Cleaners in the Home”

each of the ladies present might actually make
their own demonstrations to ascertain the opera-
tion of the various articles.
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o) v i 1907 Illustration from
U/ I || Salesmanship Magazine
CLIMB UP ON THE FRIENDLY SHOULDERS
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The Market for “Scientific” Marketing AMERICA

THE

Elements of Marketing

BY
PAUL T. CHERINGTON
S.'.-r‘f.'ur:,- of the Natt -' Associarion of .‘l'v».-" Mansfacturers
: DU;EANLYH.D- il edns e
C. D0 Ty raana s T oy cuiho0
s e 8
Nt Perk
THE MACMILLAN COMPANY
1921

ANY
JpPLETON AP ©O%xoo
Diw YORE 1000
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Henry Ford with Model T in Buffalo, NY, 1921  CLASS®

From the Collections of The Henry Ford. P.O. 3015.A
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Henry Ford As Managerial Wizard AMERICA
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IMAYBE WE CAN ALL HAVE COAL-HENRY FORD IS GOING TO PRODUCE IT IN OHic]

“Maybe We Can All Have
Coal — Henry Ford is Going
to Produce it in Ohio”

Los Angeles Times,
Nov. 22, 1922
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Siren Song of Efficiency AMERICA
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“We do not know very much about anything “Women today are managing their
as yet. We still waste more than we use. We homes as husbands manage their
waste men, we waste materials, we waste business—along scientific, mechanical
everything, and consequently we have to lines—and we are not sure but that the
work too hard and too long to accomplish housewife is doing a better job
what in the end amounts to very little. But at managing her home than some
least we are learning that above everything business men in their attempts at
we need management —that no matter how managing a business.”
much science we have, no matter how much
machinery we have, no matter how much _“Marketing Washing and Vacuum
power we have, we cannot get anywhere Cleaners in the Home”
without the kind of management which

extends from the smallest detail to the whole
purpose of what you are about.”

—“What | Have Learned about Management in the
Past 25 Years,” Henry Ford

americainclass.org




Segmented Marketing

at General Motors in the 1920s A%%IEES‘%
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Decentralized Management at GM, circa 1930
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GM Executive Committee

Chevrolet

Pontiac

Buick

Oldsmobile

Cadillac

financial information and
capital requests

capital allocations and
managerial selections

—
»
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Unleashing Development: Booms in Ol ;
The Independent, April 20, 1920 s %IB‘%%

“"We've Struck a Gusher!” i
. Chester T.

Some Funny Things Happened in Texas 4
When the Oil Boom Swept the State : Crowell
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Copyright, Internotional Magazine Company, Permirsion Cosmopolitan Mogazine,
After four years of crop failure, in the spring of 1919 the farmers of Central West Texas were twice blessed
—with bumper wheat crops and with an oil boom that sprayed liquid wealth over the entire countryside
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Unleashing Development:
The Boom in Florida Real Estate AMERICA@

What Aladdin Gty is Deing 2ad Wil Do to Spread Jts Fame
andlheldmb Fame

ROADS LEAD 1'0 SARASUI‘
msum INVESTMENT OPPORITUNITIES

0cEAN
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RIPARIAN

’ TATUM BROS. COMPANY
OWNERS & 150-154 E.FLAGLER ST Niami.
DEVELOPERS ~ GEO.A.ANDEL SALES DRECTOR.
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Hoover on the Role of Government in CLASS®
“Nor do I wish to be misinterpreted as “Years ago the Republican administration
believing that the United States is free- established the principle that such evils
for-all and devil-take-the-hind-most. could be corrected by regulation. It
The very essence of equality of developed methods by which abuses could
opportunity and of American be prevented while the full value of
individualism is that there shall be no industrial progress could be retained for the
domination by any group or public. It insisted upon the principle that
combination in this republic, whether it when great public utilities were clothed with
be business or political. On the contrary, the security of partial monopoly, whether it
it demands justice as well as political be railways, power plants, telephones, or
and social justice. It is no system of what not, then there must be the fullest and
laissez faire.” most complete control of rates, services, and

finances by government or local agencies. It
—*“The New Day,” Herbert Hoover declared that these businesses must be
conducted with glass pockets.”
—*“The New Day,” Herbert Hoover
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Business Self-Regulation:
The Federal Trade
Commission and the “Trade
Practices Conference”
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Self-Regulation: The War against Business Fraud el NS
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Self-Regulation as Competition-Killer

Herbert Hoover once gave a trade group an infallible test for knowing
just when they ceased to be mere traders and became professional men.
This beautiful transfiguration takes place when the trade develops a set of
“group ethics.” By that test the preachers, apparently, have ceased to be just
plain sky pilots and have stepped up to the professional state. They have
begun to develop group ethics. They are adopting codes. And like their
fellow craftsmen in the soap, nut, lingerie, and egg noodle lines, they start
off with fine phrases about “the people” and “serious study,” and about the
preacher paying his bills promptly. But they soon descend to more
practical matters dealing with the means by which those bills are to be paid.
“It 1s unethical, so runs the code, “for a minister to interfere directly or
indirectly in the affairs of another parish. Particularly should he be careful
to avoid the charge of proselyting.” Thus he is not permitted to snatch a
brand from the burning if it is being consumed in the flames of error of
another member of the association in good standing.

—*“Business and Ethics,” John T. Flynn

americainclass.org




The Business of America and the
Consumer Economy of the 1920s

A\

Dynamos of Productivity
The Imperative of Mass Consumption
* The Science of Selling
» Remaking Corporate Organization
= General Motors versus Ford
» The Limits of Laissez-Faire
= Government-Facilitated Business Self-Regulation

A\

americainclass.org




AMERICA

in CLASS’

Final slide

Thank you.




