Descent into Dominance: The Political Economy

of the American Auto Industry, 1929-41

by 

Bradley G. Lewis*
Union College


Revised December 2003
Preliminary—comments welcome!  

* Professor of Economics, Union College, Schenectady, New York 12308

Phone:  (518) 388-6089.  E-mail:  lewisb@union.edu

Descent into Dominance: The Political Economy

of the American Auto Industry, 1929-41

by 

Bradley G. Lewis

Union College

INTRODUCTION


As is well known, the American auto industry mushroomed from its start serving 
a small novelty market in 1900 with sales of just over 4,000 cars to the most important 
U.S. industry in 1950, when it sold almost 6.7 million cars.  It is easy to see this as 
representative of an inexorable long-run trend which was merely interrupted by the 
unfortunate economic events of the Great Depression from 1929-41.  And interrupted it 
was:  U.S. sales of new autos dropped by over 75 percent from 1929 to 1932 in units and 
78 percent in dollar value, with unit sales not recovering to their 1929 levels until 1949 
and actually slipping below 1929 levels again in 1952 and 1958. This decline did not 
merely affect smaller automakers (though it did finish off most of the remaining ones) or 
small parts of the product line:  it was fully felt even by industry leader General Motors 
and its leading brand, Chevrolet.

Yet exactly this notion that the Depression is mostly an interruption of trend to be 
explained or forgotten about is incorporated in some macroeconomic work.  Of particular 
interest are the characterizations of markets for durable goods, especially autos, as 


“saturated” in 1929 and not fully recovered before the start of World War II, after which 
good macroeconomic policies, pent-up demand, and an improvement in income 
distribution (and hence marginal propensity to consume)  took over and put us back on a 
long-term trend.
  Authors like Alfred D. Chandler are largely interested in explaining the 
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long-run ascendance of big enterprises with professional management and other 
characteristics, of which the automobile industry is merely the most successful example.  
This approach is evident in Chandler’s book on Ford, General Motors, and the auto 
industry:  only in the realm of labor relations (and to a limited extent, styling) do the 
documents in the volume have anything much to say on the industry’s evolution past 
1929, the main managerial revolutions having been wrought before that.

Such views shed some light on conditions in the early part of the Depression, but 
they are incomplete. The Great Depression was the era in which the U.S. automobile 
industry, despite potentially devastating reductions in new car sales, took the steps that 
virtually guaranteed the long-run dominance of the automobile in American 
transportation. In fact, it cemented the dominance of the American “Big Three”—
Chrysler, Ford, and above all General Motors—in the world automobile market until the 
Japanese and German economies had been largely rebuilt by the late 1960s
.  For the 
American automobile industry, the Great Depression could be best described neither as a 
lull in the long-run growth pattern nor a period of stagnation but as a descent into 
dominance.

The reasons for this descent into dominance are as much political as economic, 
but the political factors are not the ones that enter into the American scene now with 
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respect to the industry.   The Big Three explicitly opted out of the NIRA agenda of 


managing markets in order to prop up demand, except for their eventual acceptance of 
labor unions.  They did not need trade barriers, being by far the biggest and best in the 
world. Minimum fuel economy standards and safety issues were far in the future.  The 
auto companies continued to pay very high wages, and their policy of offering intensive 
work when it was needed and laying off on a planned basis when not had been a long-
established practice basic to the ability of the industry to adapt to changes in demand. 
Their executives did participate in standard civic activities, finance some political 
campaigns, and the like.   They also did attempt to some extent to directly finance 
political campaigns, but there is little evidence that they used their concentration and 
market power to threaten to get local incentives in the modern manner.  

Rather, the industry’s most important political efforts were those that paid large 
political dividends without much ostensibly political activity. This paper will focus on the 
efforts of General Motors, both because it was the most active by such means and 
because the form of its activity was so dramatically different from that of Henry Ford, 
who had run for the U.S. Senate, been offered a chance to run for the Presidency, and 
maintained an extremely high public profile for most of his business career
.  GM found 
several ways to forward its agenda in a highly political time.
First, General Motors was a significant and open participant in the “good roads” 
movement, and road building continued at a very strong pace during the Great 
Depression, as discussed below.  Second, General Motors and others interested in selling 
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automotive products (such as Firestone Tire and Rubber and Standard Oil of California) 
took advantage of the political climate of the times and some fortuitous unintended 
events connected with utility regulation to form National City Lines, a covert endeavor 
devoted to buying up urban electric railway and trolley lines and converting them to 
buses. Only well after the Depression were GM and the others eventually prosecuted 
under the antitrust laws, and the penalty was trivial. A third activity that ultimately paid 
large political dividends was the long-term effort to associate the automobile with images 
of mobility, personal choice, improved living standards in regions often left behind, and 
widespread ownership of homes, i.e., images viewed favorably by the general public.  In 
that regard, GM in particular put to work its considerable understanding of the 
manipulation of symbols in a way that is quite consistent with the manipulation of such 
symbols typical of politics.  Fourth and finally, GM consciously managed its image to 
emphasize both the inclusiveness (in the context of the times) of GM’s executives and 
their humble origins.     
 While we may not be inclined to view these as standard forms of political 
activity, in my opinion they are.  Indeed, it is hard to draw the boundaries in some ways 
between political and economic activity in a democratic (or, if you prefer, republican) 
form of government in which both elections and dealing with government administrators 
subject (but only partly) to the will of the majority matter. It is doubtful that GM or the 
auto industry as a whole would have achieved their dominance without their political 
activities.  With this thought in mind it is worth considering another.  
It is arguably the case that the during the Great Depression, there was a 
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fundamental change in—or at least a clarification of—the roles of the automobile with 
respect to competing forms of transportation, enough in some sense to regard it as almost 
a reshuffling of property rights.  While it is currently fashionable among those happy 
with our current auto-based society to regard it as the triumph of private industry at its 
best, it seems quite likely that this triumph of private industry could not have been 
accomplished (and certainly not with such speed) without the political activity and 
reshuffling of property rights that this paper will discuss. The idea that the automobile’s 
triumph is mostly an example of unaided private enterprise is almost laughable.  On the 
other hand, those who see an automobile-based U.S. transportation system as a fall from 
the grace of trains and trolleys will rarely admit how much a peculiarly U.S. combination 
of politics and economics had resulted in a dysfunctional group of competitors to the 
automobile by the time of the Great Depression. In some cases their characteristics made 
it difficult to set an appropriate public policy;  in other cases, their managements pursued 
agendas not consistent with long-run success; in still others, public hostility actively 
prevented their taking steps that would have allowed them to be competitive.  Ignoring 
this historical record and wishing for a golden age of balanced-mode transportation 
without looking carefully at how difficult it would have been to accomplish this during 
the Great Depression is wishful thinking at its worst.
AUTOMOBILE SALES AND PRODUCTION AND ROADS THROUGH 1960


We have data on U.S. annual motor vehicle factory sales (for passenger cars and 
for trucks and buses) dating from 1900. As this paper focuses on passenger cars, the 
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tables and charts below omit truck and bus production.  Table 1 includes annual factory 
sales numbers of passenger cars for the entire industry from 1900-1960.  Table 2 includes 
total passenger car sales by product line and in total for General Motors and compares 
these with total industry sales.   Table 2 includes GM sales of passenger cars by division, 
including percentages of total GM sales for each model and GM’s percentage of the total 
passenger car market, for years from 1910-1960.  Table 3 includes information on 
privately owned passenger car registrations and compares this with information on 
surfaced roads, at five-year intervals from 1900-1975. The information is also 
summarized in Charts 1-3. It is particularly noteworthy that the number of miles of 
surfaced roads went up so dramatically during the Great Depression itself, well before the 
Interstate Highway system was even envisioned and despite the lull in new car sales.
Mass production and marketing before the Great Depression
Henry Ford is of course legendary for introducing mass production with the
Model T, which initially had given Ford dominance in the industry.  But GM under Sloan 
wrested leadership from Ford by producing an array of models in difference price ranges, 
a strategy it dubbed “a car for every purse and purpose.”
  So successful was this program 
that  in 1927, Henry Ford shut down his company’s assembly lines for six months to 
retool his River Rouge plant for the Model A, producing no cars during the period from 
late May until early December.
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For a number of reasons, Ford was never to regain its prior pre-eminence.  
General Motors under Sloan went on to perfect the notion of annual model changes even 
as it improved its cars’ technical capabilities with a system of research and development.
 
Of equal importance was GM’s system that included excellent financial controls from the 
center but decentralization of management functions where possible, which Sloan 
implemented in the 1920’s.
  Among the consequences of this system was also that GM 
had virtually no problem matching sales to production.  This was crucial to its ability to 
earn income:  it basically had no problems with cash lockups due to unexpected inventory 
buildup, in part because it had learned a hard lesson trying to get rid of excess inventory 
in the severe slump of 1920-21.



It should also be noted that by the onset of the Great Depression, the industry’s 
plants and workforce had become heavily concentrated in the Midwest; indeed, almost 
half the work force in motor vehicles industry by 1929 was in Michigan, with almost 
three-fourths of those employees in the Detroit area.
 In many respects this was entirely 
practical:  Sloan himself entered General Motors by virtue of having run a successful 
parts business, Hyatt Roller Bearing Company, that shipped its auto industry products 
from New Jersey to Michigan.  The location was considered unusual for an auto supplier, 
as few eastern plants were able to meet the delivery commitments required for the 
industry, long before “Just-in-Time” inventory policies were introduced in Japan.
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GM’s operating and financial results during the Depression

General Motors coped with the Depression remarkably well: the company never 
lost money in any year from 1929-41 and paid dividends every single year during that 
period.  In some cases the dividends exceeded their net income in a particular year, but 
their surpluses from prior years and plenty of cash were sufficient to allow them to do 
this.  There were few capital expenditures, since General Motors in 1932 was operating at 
30 percent of capacity, so paying out 91 percent of its income earned during the 1930’s in 
dividends was not a problem.


This hardly means that it was an entirely happy time for the company.  The stock 
price dropped dramatically during the Depression and Sloan himself—who did not sell 
off his stock in the manner of some modern insiders—watched his own personal wealth 
shrink substantially.  Nor was GM unaware of the suffering of many of its workers in 
periods when the company did not hire as many of them.  In fact, Sloan himself 
mentioned his concerns regarding the dependence of the local economy on an industry 
that had such major changes in production for reasons which were hard to avoid.
The effects of politics and perception on GM’s operations during the Depression.


While the political aspects of GM’s navigation through the Depression’s 
treacherous currents are examined systematically below, three indications of how politics 
and perception shaped GM operations are worth noting here.  First, General Motors 
during the 1930’s enhanced its market share but also took two major blows to its well 
polished image.  Its public stature was hurt as it only grudgingly yielded to the United 
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Automobile Workers’ efforts to the unionize the plant, in part in the face of intense 
political pressure from President Franklin Roosevelt, Labor Secretary Frances Perkins, 
and Michigan Governor Frank Murphy.  Indeed, the very fact that the company did 
respond to this political pressure might be considered testimony to its understanding that 
its future fate would be even more heavily subject to politics if it did not unionize. Sloan 
argued that the courts had agreed that the sit-down strikes in GM plants were illegal but 
acknowledged that GM bowed to political pressure in negotiating with the union.
  

General Motors also had to fight off an antitrust suit in the late 1930’s alleging 
that it was attempting to monopolize the automobile market, since its market share was 
rising above 40 percent.  Peter Drucker, in his famous book Concept of the Corporation, 
observed that after the antitrust suit, GM executives decided never to allow their market 
share to rise above 50 percent of domestic sales.  It was a strange problem for a 
corporation to have in the midst of the economic chaos all around it: GM’s very success 
meant it could not continue to innovate and expand unchecked even if this success came 
from excellent management and even if the marketplace allowed it to do so.  It could not, 
therefore, compete mostly by translating its superiority into lower prices; it could do so 
by allowing its return on equity to rise substantially above that of its competitors. (It did, 
in the 1950’s, at times allow its market share to rise above 50 percent).
  But this in itself 
could make it a target for those upset by the corporation’s wealth and power.  


Second, the organization Sloan created was discussed at length in two famous 
books. Drucker’s Concept of the Corporation was published in 1946 after he had spent 
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about 18 months as an inside consultant to the firm with unparalleled access to the firm’s 
meetings, executives, and documents. While Drucker’s experience was during wartime, 
he was evaluating the system that had been perfected during the Great Depression itself, 
since GM’s plants had been converted entirely to wartime production and no plant was 
producing what it had before the war. 
He was also looking at the corporation in large part as a social entity—a part of 
American society.  But Drucker’s book was at the time widely dismissed as unimportant 
by academic political scientists and economists, who did not deem the study of the large 
company’s inner workings or place in society as worthy of the attention of serious 
scholars.
  Drucker’s insights into the connections between General Motors and the 
larger American society, including but transcending its purely economic functioning, is 
more in the spirit of this paper than much of the literature written about GM or the 
automobile industry.  Alfred P. Sloan’s own classic autobiography, My Years with 
General Motors, was in no small part an answer to Drucker’s account of GM and 
deliberately cultivated an image of the corporation that made its decisions purely on 
rational business grounds, with minimal attention to politics. The book is regarded by 
many as the best business biography ever written. While Sloan’s description of the 
evolution of the General Motors’ business practices is not inaccurate, it is demonstrably 
incomplete.


Third, a look at Table 2 and related Charts 2a and 2b will also make it clear that 
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despite the tremendous changes in incomes, prices (deflation), and economic conditions, 
GM products continued to be sold in roughly similar proportions across its product lines 
during the entire Depression.  Chevrolet did increase its market share significantly during 
much of the Depression, but a look at Chart 2a suggests that this climb was a 
continuation of a long-term trend of the brand’s popularity, perhaps in part because it was 
the logical entry point for first-time buyers as the automobile became accessible to more 
income groups within the population.  
Curiously, the product that was almost dropped during the Depression was the 
Cadillac line, which was on the verge of being discontinued in 1932.  It was saved only 
by the efforts of a young, brash executive, Nick Dreystadt, who talked his way into a 
Board of Directors meeting and presented a marketing plan that Sloan eventually 
endorsed.  He had discovered that Cadillac’s lagging sales could be propped up by taking 
advantage of the fact that it was a status symbol in the black community and by 
marketing it directly to black customers who were, at the time, forced to buy it through 
white intermediaries.  Both the prior practice and the new one were in part political 
decisions, the first of which had bowed to the morays of the time in “respectable” society.  
Cadillac later became GM’s most profitable division.

WAS THE DEPRESSION MERELY AN INTERRUPTION OF LONG-TERM TRENDS?

One strand of the literature exploring the reasons for the length and severity of the 
Depression argues either that the markets for some durable goods were saturated or that 
changes in the structure of final demand played out only gradually. In some cases, this is 
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as simple as a calculation of the number of persons per car, which went from 13 in 1920 
to what seems to have been a fairly stable figure, for a time, between 5.1 and 5.6, 
between 1929 and 1938, or the observation that even in a peak year like 1926, the auto 
industry had capacity to assemble 7.3 million cars and trucks but produced only 4.3 
million.
 In either case, goes the theory, desired investment and possibly autonomous 
consumption expenditure may have fallen, resulting in a decline in GNP until stock 
equilibrium for durable goods had been restored or until a new structure of final demand 
had asserted itself.  Another line of argument observes that the industry’s capacity was 
substantially above even its peak production of 1929. While some of the explanations in 
this literature acknowledge the effect of a drop in income from exogenous factors (e.g., 
failure to prevent a drop in the money supply), they place heavy emphasis on the idea that 
the auto industry could not have prevented a major drop in its new car sales because most 
people who wanted a car already had one.

There is some persuasiveness in this analysis, and especially in such nuanced 
versions of the work as Michael Bernstein’s book, The Great Depression: Delayed 
Recovery and Economic Change in America, 1929-39.  Bernstein places particular 
emphasis on two major factors—“the slowing in the absolute rate of growth of its market, 
due to a decrease in the growth rate of the population and a general decline in the income 
held by most of the nonfarm population, and the difficulty of stimulating demand for a 
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product during a depression.”
  He goes on to give further reasons for the industry’s 
problems during that period.  However, Bernstein’s account better explains the early 
years of the Great Depression than the later ones.  It also seems to proceed on the 
assumption that changes within the transportation industry (especially with respect to the 
competitive relationship between autos and its rail, interurban, and trolley competitors) 
during the Great Depression are not especially relevant. This paper argues that it is 
precisely these changes that had radically reshaped the outlook for the auto industry 
before the Depression was even over.

While no attempt is made in this paper to rework the econometrics of these 
studies, Tables 1 and 2 and related Charts 1, 2a, and 2b seem to provide information that 
at least simple versions of the macroeconomic theories mentioned above are hard put to 
explain for more than the first few years of the Depression.  If market saturation for 
automobiles in 1929 would have deterred purchases for a long period of time, two trends 
in the data are surprising.  First, the rapid recovery of car sales once income levels started 
rising in 1933/34 suggests that consumers had not stopped buying because they were 
satisfied with what they had in 1929.  Similarly, auto sales dropped rapidly again with the 
recession of 1937 and recovered equally quickly when it was over. Are we to assume that 
the market quickly again became “saturated” and that the downturn in purchasing power 
with the 1937 recession was mostly for that reason?  An explanation that seems to better 
fit the data is that when times were bad because of poor macroeconomic policies, 
consumers tended to postpone auto purchases first.  Fine, in his book on the NIRA, points 
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out that many observers had expected those who owned cars and had difficulties making 
ends meet during the Depression would readily sell their cars to raise cash.  If the 
saturation view is correct with respect to automobiles, we would expect some buyers to 
shed their cars in favor of liquidity.  But in fact, Fine points out, people hung onto their 
cars tenaciously, even though for many auto owners this was one of their two most 
valuable assets, the others being their homes.
 

Second, the tremendous increase in the mileage of surfaced roads during the 
Depression (see Table and Chart 3) suggests that various levels of government assumed 
demand for cars would be continuing to rise secularly.  There is a possibility that all of 
this activity was to allow a catch-up of surfaced road mileage to the number of cars 
people already had, but the literature does not suggest that the extra mileage was mainly 
to decrease congestion. Indeed, Chart 3 demonstrates that as the road building continued 
unabated, the ratio of cars per mile of surfaced road was relatively low during the Great 
Depression compared with the ratio either before or after the Great Depression:  evidently 
the road builders expected plenty of additional demand later! The sales data by product 
line are not conclusive, but they collectively suggest that the automobile industry 
probably does not fit a simple model of market saturation.
THE VISIBLE POLITICAL ACTIVITY OF GENERAL MOTORS DURING THE GREAT DEPRESSION

Chief executives of at least two of the Big Three—Henry Ford and Alfred P. 
Sloan—had strongly held political views.  Their approaches to exercising their roles in 
the political arena, however, could not have been more different.  In the words of the 
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author of a recent short biographical sketch, “Ford probably could have been elected 
president of the United States had he really wanted the office.”
 In fact, he won 
Michigan’s Republican presidential primary in 1916 despite not campaigning; narrowly 
lost a race as a Democratic candidate for the U.S. Senate from Michigan in 1918; and was 
considered a front runner for the 1924 presidential nomination before deciding to support 
Calvin Coolidge.  He was an ardent Prohibitionist and, as is well known, a highly anti-
Semitic public figure honored by Hitler’s regime in 1938.  Moreover, in the public mind, 
it would have been hard to separate Ford Motor Company from Henry Ford.

While Alfred P. Sloan was personally active in Republican politics until the mid-
1950’s (he was one of the founders of the “Liberty League” that opposed President 
Franklin Roosevelt and the New Deal in 1936), he seems to have put this activity, to the 
extent possible, in the private as opposed to the public realm.
  Both Ford and GM are 
discussed in a path breaking 1984 article by Thomas Ferguson, who says about the New 
Deal:

“ . . . I contend that a clear view of the New Deal’s world historical uniqueness 


and significance comes only when one breaks with most of the commentaries of 


the last thirty years, goes back to primary sources, and attempts to analyze the 


New Deal as a whole in the light of explicit theories about industrial structure,


party competition, and public policy.  Then what stands out is the novel type of 


political coalition that Roosevelt built.  At the center of this coalition, however, 

are not the workers, blacks, and poor who have preoccupied liberal commentators,


but something else:  a new “historical bloc” (in Gramsci’s phrase) of capital-


intensive industries, investment banks, and internationally oriented commercial 


banks.
  
Sloan’s own position in the years Ferguson discusses was complicated.  He 
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himself was a lifelong Republican who supported the “Liberty League” in 1936. On the 
other hand, on Ferguson’s scale, General Motors was internationalist, though less than 
Ford, and eventually a coalition of this type, as Ferguson points out, would support 
Roosevelt in 1936.  Similarly, the DuPont interests, which held a significant interest in 
General Motors, though less internationally inclined, actually supported the Democratic 
candidate, Al Smith, in 1928.  They aligned themselves against the Prohibitionists 
(including Henry Ford) at this time, and at various times later found themselves both with 
and against J.P. Morgan (which took the Republican side). Both Ford and the other auto 
companies were listed by Ferguson as among those less likely to favor the New Deal 
coalition of 1936, but they were all clearly internationalist and hence less likely to find 
common cause with such “older” manufacturing industries as steel, rubber, and textiles 
that remained heavily nationalist and anti-Roosevelt.  Among those in the Roosevelt 
coalition in 1936 also were many of the oil companies, which, of course, had a strong 
community of interest with the auto manufacturers. Sloan also privately supported the 
American Federation of Labor, believing it the non-Communist alternative in the labor 
movement. Although General Motors is discussed at several points in Ferguson’s article, 
the company seems to have tried not to take the public leading role in most of the 
Depression’s political wars, even though it was the third largest American industrial 
company by assets in 1929 and 1932.
  After World War II, it is clear that the Big Three 
all would be placed in the internationalist camp, until the rebuilding of Japan and 
Germany gave them significant competition in both international and domestic markets.
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Henry Ford, by contrast, was always a larger-than-life, highly opinionated public 
figure. As late as 1937, almost half of the Americans polled in a National Association of 
Manufacturers’ poll reported in Fortune magazine had a favorable image of Ford’s 
policies, while for General Motors the corresponding figure was about 3 percent.
  Ford 
took the point position in opposing the NIRA, and the automobile manufacturers, as 
mentioned earlier, were allowed to opt out of the code provisions except for those 
allowing labor unions.  While Sloan had to be coerced into bargaining with the UAW 
after it had physically taken over GM’s plants, he was quoted as saying that he would 
rather be in the hands of the unions than the politicians.  Over the rest of Sloan’s tenure 
running General Motors, the company’s labor relations, while hardly calm, eventually 
resulted in fewer work stoppages and higher productivity than the other firms in the 
industry.
  Ford, by contrast, became known for having been the last holdout against 
unionization among the Big Three and for its brutal tactics against Walter Reuther and 
others attempting to organize the industry.

Overall, it seems clear that General Motors emerged from the Depression with its 
political effectiveness at a higher level.  Of course, only some of General Motors’ 
political activity was actually in public view. Its quiet, sometimes private efforts were in 
fact paying far greater dividends.
GENERAL MOTORS’ MOST IMPORTANT POLITICAL ACTIVITIES

While the vigorous public political activity of the Great Depression did engage 
Sloan and General Motors, GM in particular was highly active in four endeavors that 
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eventually bore fruit both during and well past the Depression.  
The “Good Roads” movement


General Motors was acutely aware that its long-run success would be greatly 
enhanced by a better road system.  It is noteworthy that while sales of new autos 
fluctuated greatly during the Depression, the process of surfacing roads continued 
basically unabated during the period, as the information in Table 3 indicates.  The  
financing for these roads came from several sources, including the quite large amount of 
motor vehicle license tax receipts collected by the states.  These sources had become 
large well before the Depression and did not dry up after it started.  Almost as much 
money was disbursed by states from these sources for state highways, local roads, and 
state and county road bond payments in 1930 (almost $291 million) and 1931 (over $313 
million) as in 1929 ($323 million). 
 Money also poured in during the New Deal via the 
Public Roads Administration (PRA).  As Price Fishback, Shawn Kantor, and John Wallis 
point out in a very recent article, the PRA distributed its road-building money by a 
formula which actually made higher payments to counties least hurt by the Depression.


General Motors was involved both officially and unofficially in various 

campaigns to expand the network of good roads and to encourage motorized 
transportation as opposed to the railway equivalent.  In part, all it needed to do was to 
continue to build inexpensive, reliable cars, trucks, and buses to get some people off the 
rails. In part, it supported in various ways the public efforts to build roads and to find 
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creative ways to encourage motor travel both between and within cities.
GM also made it a point to participate in various “good cause” campaigns that 
aided various aspects of the functioning of the highway system and thus, GM’s prospects 
for profits.  Sloan himself founded, in the 1920’s, and continued to participate personally 
in, the Automotive Safety Council.
  In the 1983 Epilogue to his book Concept of the 
Corporation, Drucker pointed out that the “The Automotive Safety Council, under his 
[Sloan’s] leadership, rather than the Federal government or the states, also developed the 
standards for safe roads and safe speeds which are the main reason that since the 1930’s 
the United States has had the lowest automobile accident rate per passenger mile driven 
of any developed country in the world.”
  

These efforts were aided by other developments. By the start of the Great 
Depression, one set of competitors was already on the ropes:  the interurban lines were 
staggering.  After 1927 no new electric interurban railway lines were built, and by 1935 
more than half of the mileage in operation in 1928 had been abandoned.
  The reasons 
varied.  The interurban lines were sometimes made unprofitable by regulation; they found 
it hard to improve labor productivity and the wages of their labor force were rising; motor 
transportation cut into their markets.  Hilton and Due, in their definitive history of the 
electric interurban system, also believe that many of the promoters of the lines were 
unrealistic in their projections of likely cash flows in the first place.  In any case, both the 
railroads and interurban railways were increasingly ineffective competitors to the 
automobile for medium-length journeys.
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General Motors, however, did not wait for its most significant urban and suburban 
competition to die.  Its most significant long-run results came from its campaign, 
beginning in the early 1930’s, to motorize the public transportation systems of cities by 
converting them from trolleys or streetcars to buses.
 Their initial public attempts to do 
so by directly buying up the lines, with the aim of then creating a market for the buses 
they sold, were not generally successful.  GM did some conversions, but it got bad 
publicity in the process.  Eventually it found a better way, aided by the unintended 
consequences of a public policy decision.


General Motors, eventually joined by Firestone Tire & Rubber Company, 
Standard Oil of California, Phillips Petroleum, Greyhound, and Mack Truck (which made 
buses in competition with GM), created National City Lines and Pacific City Lines, 
covertly bankrolling an entrepreneur named Roy Fitzgerald to make wholesale 
conversions of city systems from streetcars or trolleys to buses. The group supplied the 
money; Fitzgerald bought, managed, and operated the systems; and the acquired lines 
agreed never to go back to their electric vehicles and to buy all of their products from the 
corporate backers.  


When the Wheeler-Rayburn Act in 1935 forced the divestiture of transportation 
subsidiaries by the large electric power holding companies, numerous transit systems 
came on the market within a very short time.  General Motors participated in the business 
until after World War II.  
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GM and its co-conspirators were later convicted of violation of the antitrust laws, 
not for attempting to monopolize interstate commerce (of that they were acquitted) but 
for requiring that National City Lines buy all its supplies from the members of the group 
bankrolling it.  Penalties for the guilty parties, however, were $5,000 for each company 
and $1 each for several of the individuals found guilty.


Though the Interstate Highway System, urban renewal projects that often favored 
cars over other forms of transit, and the rapid expansion of cities based completely on 
cars were decades later, the various Depression-era programs added significant 
momentum to the triumph of the automobile and still larger sales in the future.

IMAGE-BUILDING AND ITS CONGRUENCE WITH TRENDS IN AMERICAN SOCIETY


While the programs mentioned above were important, General Motors and other 
automobile companies were able to enhance the prospect for continued purchase and use 
of their product by embracing themes that resonated with much of American society 
during the Depression.


For example, although it began before the Depression, GM’s emphasis on “a car 
for every purse and purpose”
 appealed to a society that valued both egalitarianism—
everyone should have a chance for the good life—and the right to enjoy the perquisites of 
one’s success.  However much parts of the American public might have been inclined to 
change the distribution of income during the Depression, most of its members who did 
not own cars looked to the day when they could.  Steinbeck’s Joad family in The Grapes 
of Wrath may have been pushed off the land and pushed around in California, but their 
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travels always involved a motor vehicle—which they owned.  

General Motors and the other car companies could also justifiably point to the 
contribution their products made to groups other than the rich.  In this regard, the 
influence of autos on the standard of living in rural areas was unquestionably positive, at 
a time when mass rural electrification was only beginning and interurban service was 
often not available.  Used car sales boomed during the period from 1936-1941, even in 
years when new car sales were strong. With the absolute numbers of used cars sold far in 
excess of the levels seen at any time before 1929, used car sales reached a peak of 251 
percent of new car sales in 1938. 
  A 1941 National Resources Planning Board 
publication pointed out that “Of the low-income families purchasing cars before the war, 
more than 4 out of 5 purchased used cars, and the used car permitted these families to 
purchase vehicles at prices which averaged as low as $140.” 


The continued development of further-flung suburbs helped put public transit on 
the rocks, but it also was consistent with New Deal programs to increase home 
ownership.  This endeavor, which involved the creation of the Home Loan Bank Board 
and legislation helping thrift institutions make abundant mortgage money available, went 
hand in hand with the spread of the automobile.  An examination of pictures of cars 
produced by General Motors during its first 75 years shows an interesting pattern.  The 
pictures early in the century and during the 1960s and 1970s are more likely to invoke 
themes of tourism and far-flung places.  The ones during the Depression and after World 
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War II more typically show the cars near suburban or urban homes or on farms.


General Motors even managed its image with respect to its executives.  Although 
in fact the company was unusual in having a large number of highly educated executives, 
and a somewhat more diverse group religiously than was normal in American industry, it 
took great pains to stress that its executives had frequently come from working-class 
ranks.  Drucker points out that while Alfred P. Sloan poured time and energy into the 
General Motors Technical Institute, which allowed workers to pursue advanced 
engineering education, he does not even mention GM Tech in his autobiography, having 
told Drucker:


“I don’t think we ought to give the public the impression that you need a degree to make a career in American industry.  I’d rather stress our people who started as machinists and clerks.”

That was certainly a message that would resonate with many during the crucial years 
from 1929-41, though eventually it would become obsolete in the postwar period.
ON MODERN COUNTERFACTUALS AND PROPERTY RIGHTS


During the past couple of decades, it has become popular to question the 
dominance of the automobile in the American transportation system.  No doubt the 
United States could have a more functional transportation system if it combined a 
somewhat higher ratio of varied public transportation modes with its auto-based system.  
But the current preoccupation in some circles with revisiting the actions in the Great 
Depression that almost irrevocably committed the United States to a higher degree of 
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dependence on autos has, in my opinion, sometimes become detached from any sense of 
historical reality.


It is possible now to envision a set of enlightened policies that would have 
combined  appropriate regulation and subsidies to the rail systems (including some urban 
trolleys) still in place in the 1930’s with a set of policies that taxed gasoline, or parking 
spaces, or cars themselves, the better to have a mixed system, especially in urban areas.   
Car-serving urban renewal projects and urban freeways have arguably taken their toll on 
both the beauty and functionality of many cities.  
However, a look at the history of the period suggests that there was no way for it 
to happen.  A government that was not sure it should even stimulate aggregate demand 
(something most economists did not even understand) was not likely to arrange a 
sophisticated set of tax-and-subsidy arrangements to perfectly obtain the right intermodal 
mix for the booming cities and suburbs of the latter half of the twentieth century.   And a 
society that had in the fairly recent past used two million horses for local transportation in 
New York City had adequate reason to favor the ascendance first of the trolley and then 
of the car. 
All of this does not even begin to address the issue of how a mixed system of 
transportation, involving the resuscitation of the railroads and numerous other steps, 
could possibly have been financed in the actual context in which it could have been done.  
It would have taken billions, however, to make it otherwise—probably centrally 
administered, collected, and distributed—at a time when neither political will nor 
resources existed to make such a solution possible.Those convinced that the matter would 
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have been simple should read Stephen Goddard’s excellent book, Getting There:  The 
Epic Struggle between Road and Rail in the American Century, for an idea of what 
obstacles would have needed to be overcome. Short of a degree of planning that 
American society did not seem ready to undertake, such comprehensive solutions would 
not have been possible. 

Short of significant constraining individual choices in the interest of redressing 
the uneven competition among modes of transportation—what most American citizens 
would have seen on an infringement on their basic property rights—it seems unlikely that 
radically different solutions than those reached could have occurred.

For a variety of reasons, the American public from 1929-41 was quite ready to 
buy the products and hear the messages of the auto companies. General Motors, 
especially, was able to use its financial strength, understanding of the public, technical 
know-how, and sophistication in dealing with the opportunities that arose to make the fall 
from 1929 heights a descent into dominance rather than the catastrophe that might 
logically have been expected or a mere period of treading water until better policies 
restored long-run prosperity.
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