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Populism: The Phenomenon
This report is an examination of populism, the phenomenon—how it typically germinates, grows, and runs its course.

Populism is not well understood because, over the past several decades, it has been infrequent in emerging
countries (e.g., Chavez's Venezuela, Duterte's Philippines, etc.) and virtually nonexistent in developed countries.
It is one of those phenomena that comes along in a big way about once a lifetime—like pandemics, depressions,
or wars. The last time that it existed as a major force in the world was in the 1930s, when most countries
became populist. Over the last year, it has again emerged as a major force.

To help get a sense of how the level of populist support today compares to populism in the past, we created an
index of the share of votes received by populist/anti-establishment parties or candidates in national elections, for
all the major developed countries (covering the US, UK, Japan, Germany, France, Italy, and Spain) all the way
back to 1900, weighting the countries by their population shares. We sought to identify parties/candidates who
made attacking the political/corporate establishment their key political cause. Obviously, the exercise is
inherently rough, so don't squint too much at particular wiggles. But the broad trends are clear. Populism has
surged in recent years and is currently at its highest level since the late 1930s (though the ideology of the
populists today is much less extreme compared to the 1930s).

Developed World Populism Index*
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*The latest point includes cases like Trump, UKIP in the UK, AfD in Germany, National Front in France, Podemos in Spain, and Five
Star Movement in Italy. It doesn't include major emerging country populists, like Erdogan in Turkey or Duterte in the Philippines. In the
rest of the study, we look at populists of the past rather than those now in office in order to study the phenomenon because the stories
of ones in power or possibly coming to power are still being written. For example, while we consider Donald Trump to be a populist,
we have more questions than answers about him and are using these other cases to assess him against by seeing if he follows a more
archetypical path or if he deviates from it significantly.
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Given the extent of it now, over the next year populism will certainly play a greater role in shaping economic
policies. In fact, we believe that populism’s role in shaping economic conditions will probably be more powerful
than classic monetary and fiscal policies (as well as a big influence on fiscal policies). It will also be important in
driving international relations. Exactly how important we can't yet say. We will learn a lot more over the next year
or so as those populists now in office will signal how classically populist they will be and a number of elections will
determine how many more populists enter office.

In any case, we think now is the time to brush up on our understandings of populism and what to watch out for.
While we're not experts in politics, we wanted to share our research to understand the phenomenon.

In this report, we describe what we see as the “archetypical populist template,” which we built out through
studying 14 past populist leaders in 10 different countries. In that way, we can show their similarities and
differences. While no two cases are identical, most cases are similar—so much so that one might say that there
is a “populist playbook.” By knowing these historical cases well, we will then be able to compare the
developments of contemporary cases with those of the past, both to better understand the phenomenon and to
better visualize how it might develop.

The Archetypical Populist Template

Populism is a political and social phenomenon that arises from the common man being fed up with 1) wealth and
opportunity gaps, 2) perceived cultural threats from those with different values in the country and from
outsiders, 3) the “establishment elites” in positions of power, and 4) government not working effectively for
them. These sentiments lead that constituency to put strong leaders in power. Populist leaders are typically
confrontational rather than collaborative and exclusive rather than inclusive. As a result, conflicts typically occur
between opposing factions (usually the economic and socially left versus the right), both within the country and
between countries. These conflicts typically become progressively more forceful in self-reinforcing ways.

Within countries, conflicts often lead to disorder (e.g., strikes and protests) that prompt stronger reactions and
the growing pressure to more forcefully regain order by suppressing the other side. Influencing and, in some
cases, controlling the media typically becomes an important aspect of engaging in the conflicts. In some cases,
these conflicts have led to civil wars. Such conflicts have led a number of democracies to become dictatorships
to bring order to the disorder that results from these conflicts. Between countries, conflicts typically occur
because populist leaders’ natures are more confrontational than cooperative and because conflicts with other
countries help to unify support for the leadership within their countries.

In other words, populism is a rebellion of the common man against the elites and, to some extent, against the
system. The rebellion and the conflict that comes with it occur in varying degrees. Sometimes the system bends
with it and sometimes the system breaks. Whether it bends or breaks in response to this rebellion and conflict
depends on how flexible and well established the system is. It also seems to depend on how reasonable and
respectful of the system the populists who gain power are.

In monitoring the early-stage development of populist regimes, the most important thing to watch is how
conflict is handled—whether the opposing forces can coexist to make progress or whether they increasingly
"go to war" to block and hurt each other and cause gridlock.

Classic populist economic policies include protectionism, nationalism, increased infrastructure building,
increased military spending, greater budget deficits, and, quite often, capital controls.

In the period between the two great wars (i.e., the 1920s-30s), most major countries were swept away by
populism, and it drove world history more than any other force. The previously mentioned sentiments by the
common man put into power populist leaders in all major countries except the United States and the UK (though
we'd consider Franklin D. Roosevelt to be a quasi-populist, for reasons described below). Disorder and conflict
between the left and the right (e.g., strikes that shut down operations, policies meant to undermine the
opposition and the press, etc.) prompted democracies in Italy, Germany, Spain, and Japan to choose
dictatorships because collective/inclusive decision making was perceived as tolerance for behaviors that
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undermined order, so autocratic leaders were given dictatorial powers to gain control. In some cases (like
Spain), strife between those of conflicting ideologies led to civil war. In the US and UK, prominent populist
leaders emerged as national figures (Oswald Mosley, Father Charles Coughlin, Huey Long), though they didn’t
take control from mainstream parties.

In summary, populism is...

e Power to the common man...

e ..Through the tactic of attacking the establishment, the elites, and the powerful...

e ..Brought about by wealth and opportunity gaps, xenophobia, and people being fed up with government
not working effectively, which leads to:

e ..The emergence of the strong leader to serve the common man and make the system run more

efficiently...

...Protectionism...

..Nationalism...

..Militarism...

...Greater conflict, and...

...Greater attempts to influence or control the media.

The table shown immediately below points out the major populist politicians from the interwar period and what
characteristics they shared:

Characteristics of Populists from 1930s/Interwar Period

Conditions at the Time Major Positions/Policy Goals

. o e il "l caporons S0t T ey 0
Politician Country Establishment /Banks Democracy) Foreigner
Roosevelt USA Yes Yes Yes Yes Center-Left
Long USA Yes Yes Yes Yes Yes Far Left
Coughlin USA Yes Yes Yes Yes Yes Yes Yes Far Right
Mussolini ITA Yes Yes Yes Yes Yes Yes Yes Yes Yes Far Right
Hitler DEU Yes Yes Yes Yes Yes Yes Yes Yes Yes Far Right
Théalmann DEU Yes Yes Yes Yes Yes Yes Yes Far Left
Franco ESP Yes Yes Yes Yes Yes Yes Far Right
Mosley U] ¢ Yes Yes Yes Yes Yes Yes Yes Yes Yes Far Right
Blum FRA Yes Yes Yes Yes Center-Left
Woodsworth CAN Yes Yes Yes Yes Yes Far Left
Vargas BRZ Yes Yes Yes Yes Yes Yes Yes Yes Yes Far Right
Other iconic populists from other times and the characteristics they shared:
Characteristics of Other Prominent Populists

Conditions at the Time Major Positions/Policy Goals
oy e ol Pt copmtas S0o% Tt P y F,

Politician Country Era Establishment /Banks Democracy) Foreigner
Jackson USA 1830s Yes Yes Yes Yes Yes Center-Left*
Bryan USA 1890s Yes Yes Yes Center-Left
Lenin RUS  1910-20s Yes Yes Yes Yes Yes Yes Yes Far Left
Perén ARG 40-50s Yes Yes Yes Yes Yes Yes Yes Far Left
Poujade FRA 50s Yes Yes Yes Yes Far Right
Muldoon NZL 70-80s Yes Yes Yes  Center-Right*
Chévez VEZ 90-00s Yes Yes Yes Yes Yes Yes Yes Yes Far Left

*Had policies on both sides of the left/right spectrum
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For the most part, the populist patterns were clear (e.g., the conflicts within the countries intensified) though
they played out in somewhat different ways and to varying degrees in the different cases.

What follows is an examination of 14 of those populists listed above, in 10 countries—some 55 pages of it. It is
both too long and too short. It's too long because 50-plus pages is more than many of you are going to want to
read. It's too short because describing multi-decade careers of major historical figures in an average of four
pages is woefully inadequate in conveying the picture. If you think it's too much, we recommend that you pick the
particular characters that you're interested in and review them. To help you do this, a table of contents is
provided (note that we don't include full profiles of a couple of the people listed in the tables above):

14 Populists in 10 Countries

1930s Cases
Franklin Roosevelt (US) 8
Huey Long (US) n
Father Charles Coughlin (US) 12
Benito Mussolini (ltaly) 13
Adolf Hitler (Germany) 18
Francisco Franco (Spain) 24
Oswald Mosley (UK) 28
1930s Japan 31

Other Cases
Andrew Jackson (US 1830s) 35
William Jennings Bryan (US 1890s) 38
Vladimir Lenin (Russia 1910-20s) 42
Juan Perén (Argentina 1940-50s) 45
Pierre Poujade (France 1950s) 50
Robert Muldoon (New Zealand 1970-80s) 52
Hugo Chavez (Venezuela 1990-2000s) 56
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The Populists of the Interwar Period (1920-30s)

Before delving into these cases, we want to make clear that the populism of the interwar period came at a time of
global debt crises that induced economic depressions, so it is not clear how much of the bad economic conditions of
that period were the result of the debt crises and how much they were due to populist policies such as protectionism.

As explained in our prior reports, there are a number of similarities between economic conditions now and those
in the mid-1930s (e.g., relatively high levels of debt, high levels of central bank debt monetizations, interest rates
near zero, large wealth gaps, etc.), though there are also important differences (e.g., this time debt monetizations
came quicker, leading to less bad economic conditions, and there is a longer history of democratic institutions).
For these reasons, we think that while the populist cases of the 1930s are analogous to those of today, it is likely
that those of today will be less extreme.

At the same time, we want to emphasize that we are not saying that those populists in office today will follow in
the footsteps of those in the 1930s. What we are saying is that it is important to have in mind those cases and
the template to see whether or not they do.

We identified our populist cases of the 1930s by identifying those who (to use the definition from Wikipedia)
adhered to “a political doctrine that proposes that the common people are exploited by a privileged elite, and
which seeks to resolve this.” While there are significant differences in the stories of these populists (very
different ideologies, contexts, levels of power attained, etc.), they also have a lot in common. To provide more
detail on the concepts outlined above:

e By and large, these populists took advantage of the confluence of several characteristics of the times:
o Weak economic conditions, which made people disillusioned with the current ruling parties.
o Anuneven recovery in which the elite was seen as prospering while the common man was struggling.
o Political squabbling/ineffectual policy making, preventing the bold action people saw as necessary.
o A feeling among a country’s majority that foreigners, or those who didn't share the same
background/ethnicity/religion, were threatening their values and way of life.

e Where populists achieved some measure of success, they would refuse to join governing coalitions or
support government policies, making the gridlock that they campaigned against even worse and
preventing policies that would boost the weak economy. This, in turn, tended to increase support for
populists. In that way, a rise in populism can be self-reinforcing.

e And while their political ideologies vary, the 1930s populists shared most of these core beliefs and policy goals:

o They aligned themselves with “the people” or “the common man.”

o They were anti-establishment and attacked the current ruling interests (government, corporations,
wealthy individuals, etc.), calling them elites who were out of touch and had failed the people.

o They sought to undermine those elites in favor of others by, for example, advocating wealth
redistribution or the nationalization of industry.

o They were strongly nationalist and held national unity as a key aim.

o They detested the debate and disagreement inherent in democracy, and sought to empower
the executive branch, using strong-arm tactics to prevent others from getting in their way and,
in more extreme cases, undermining democracy.

o They tended to be anti-international, anti-global trade, and anti-immigrant. They often railed
against foreign influence in their countries. This often translated to hostility toward other
countries, which pushed those countries to embrace political extremes as well.

e Conflicts between factions became increasingly intense, leading to great obstructionism, crackdowns on
opposition and free media, etc. This led to more autocratic leadership. Those that had the weakest
norms/shortest history of democratic institutions were quickest to move away from democracy to
dictatorship.
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1. The US: FDR, Huey Long, and Father Coughlin

While populism was a force in the US, and some would say that Roosevelt was a populist of the left—because his
policies were both populist and rather extreme at the time (though much less so in retrospect)—we will consider
him a "quasi-populist.” If you are interested in more classic cases, you might skip to the next section to review

those in Europe.

The Economic Context

In the 1930s, the US saw populists emerge on all sides of the political spectrum—Huey Long was an extreme
populist of the left, Father Coughlin showed fascist leanings, and FDR was a center/left populist (depending on
one's own perspective).

Before we profile them, we will convey the economic/social context of the 1930s. It's no coincidence that
populism emerged then. The Great Depression, beginning late in 1929 and not reaching its bottom until 1933,
created extremely painful conditions that drove people to blame establishment politicians and seek answers
from outside the political mainstream. Over the last 10 years, much of the developed world has seen the same
dynamic—the end of the debt supercycle—play out again (though not as severely). The following charts convey
the rough sequence of events. We've previously shown you these charts, so we won't go into much detail again,
but in brief, the analogue is as follows:

(1) Debt Limits Reached at Bubble Top, Causing the Economy and Markets to Peak (1929 & 2007)
(2) Interest Rates Hit Zero amid Depression (1932 & 2008)
(3) Money Printing Starts, Kicking off a Beautiful Deleveraging (1933 & 2009)
(4) The Stock Market and “Risky Assets” Rally (1933-1936 & 2009-2017)
(5) The Economy Improves during a Cyclical Recovery (1933-1936 & 2009-2017)
(6) The Central Bank Tightens a Bit, Resulting in a Self-Reinforcing Downturn (1937)
3. Money Printing Starts, Kicking off a

1. Debt Limits Reached at Bubble Top 2. Interest Rates Hit Zero amid Depression Beautiful Deleveraging
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4. The Stock Market and “Risky Assets” Rally, Helping Produce... 6. The Central Bank Tightens a Bit,

5. Cyclical Recovery in the Economy Resulting in a Self-Reinforcing
Downturn, with Little “Gas in the Tank”
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Roosevelt was inaugurated on March 4, 1933 at the depths of the depression and engineered a large transfer of
wealth through money printing, the dollar's depreciation, big fiscal deficits to fund big spending programs to
create jobs, and big debt write-downs (e.g. by revoking “gold clauses” in private contracts, which would have
forced debtors to pay in gold instead of depreciated dollars). These were fairly classic moves by populists of the
left.

While the recovery began in 1933, these charts obscure the fact that conditions remained terrible for years for
the average American. Much like today, inequality in the US, both of income and of wealth, rose substantially,
peaking in the early 1930s and remaining elevated through much of the decade. Then, the top 10% earned 45%
of income (compared to 50% today), and owned 85% of the wealth (higher than the 75% they own today).
However, in the 1930s, the unemployment rate was much higher than it is today. Then, like now, crusaders
against the wealthy/corporate interests advocated against banks and in favor of wealth redistribution (see our
description of Huey Long below).

Income Share of Top Decile Wealth Share of Top Decile Unemployment Rate
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Populists of the right at the time were xenophobic, as the foreign-born share of the population was relatively high
as a result of very high immigration around the turn of the century that was largely shut down by immigration
reforms in 1924. Still, immigrants provided a ready scapegoat for domestic problems. For instance, Father
Coughlin was an isolationist who attacked Jews, one of the larger immigrant groups at the time. Notably, the
foreign-born population is back near early 1900s highs, as a result of steadily increasing immigration over the last
few decades (chart on the right shows legal immigration only).
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Below we profile three prominent 1930s US populists: Franklin Delano Roosevelt (who we'd consider a ‘quasi-
populist’ of the left), Huey Long, and Father Charles Coughlin.
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Franklin Delano Roosevelt
Rise to Power

The depressed economic conditions led Roosevelt to campaign on a “New Deal” to replace Herbert Hoover's old
way of doing things. He promised big changes, and he was elected by the poor and organized labor to make
those changes. He won in a landslide in 1932, winning 42 of 48 states and carrying 57% of the national vote.
Populists such as Long and Father Coughlin supported Roosevelt's first bid for president. He embraced populist
rhetoric even more so in subsequent elections, emphasizing the struggle between “the American citizen” and the
“economic tyranny” of an “industrial dictatorship” and pursuing a number of populist policies.

While he did not come from outside of the political establishment (he had been elected as governor of New York
as a Democrat, and was the Democrats’ candidate for vice president in 1920), the policies he ultimately
implemented were of a populist nature.

Key Policies

Upon election, Roosevelt immediately devalued the dollar to produce debt relief and implemented sweeping
reforms of an unprecedented scale. His New Deal policies sought to tackle the economic depression through a
vast expansion of the role of government and support for workers, debtors, and the unemployed. He created
Social Security and unemployment insurance; increased financial regulation; created large government programs
that directly employed people; and strengthened labor rights. He engineered big debt write-downs that benefited
debtors at the expense of creditors, created an agency to aid underwater mortgage borrowers, and created
federal agencies to support mortgage lending. He financed his spending programs in part through a significant
expansion of the deficit rather than through increased taxation, contributing to the fiscal boost.

Unlike some other populists, he sought to lower tariffs and roll back protectionist policies. Protectionism had
taken hold in the 1920s in response to the struggles of American farmers faced with high debts and low
commodity prices. The push for protectionism became a central issue in the election of 1928 and ultimately
resulted in the Smoot-Hawley Tariff in June 1930, which increased tariffs on over 20,000 goods and is widely
considered to be the biggest step away from free trade in modern American history. By the time Roosevelt was
elected in 1932, the trade wars that resulted from Smoot-Hawley were seen to have hurt the US economy, and
Congress authorized Roosevelt to roll back tariffs when other countries agreed to do the same.

In the interwar period, Roosevelt was more interventionist in foreign affairs relative to his recent predecessors.
While the US remained technically neutral during the 1930s, it greatly expanded its military sales to Allied
powers through the “cash and carry” policy in 1939 and later through the Lend-Lease Act in 1941. Roosevelt also
aimed to deter Japan's military expansionism through enacting more restrictive trade policies with Japan. This
strengthened the hand of hardliners in Japan, who escalated the conflict. It was Roosevelt's 1940-41 oil embargo
that allowed the Japanese military to take full control of their government's foreign policy and provided the
pressure that spurred Japan's attack on Pearl Harbor. It was a classic example of how aggressive foreign relations
can empower leaders who hold more extreme positions (we cover these events in more detail in the section on
Japan).

It's also worth highlighting that by the 1930s, the US had already largely closed itself off to immigrants, so
immigration wasn't a big issue during the Great Depression. In the 1920s, anti-immigrant sentiment led to the
passage of the National Origins Act in 1924 (expanded in 1929), which capped the number of immigrants who
could enter the US each year, established quotas on immigration for certain regions, and created the Border
Patrol to crack down on illegal immigration. Immigration in the 1930s had declined by over 90% compared to its
peak in the early 1900s.

Over time, Roosevelt expanded his base of support, positioning the Democrats as the “big tent” party, which

alienated the more ideological left-wing populists. Additionally, he brought new constituencies into the fold,
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including Western progressives, intellectuals, rural farmers, and ethnic minorities (who had typically supported
Republicans).

Populism-Related Quotes from Roosevelt

“The money changers have fled from their high seats in the temple of our civilization. We may now
restore that temple to the ancient truths.” (1933)

“The people of the United States have not failed. In their need they have registered a mandate that they
want direct, vigorous action. They have asked for discipline and direction under leadership. They have
made me the present instrument of their wishes.” (1933)

“For too many of us the political equality we once had won was meaningless in the face of economic
inequality. A small group had concentrated into their own hands an almost complete control over other
people's property, other people's money, other people's labor, other people's lives. For too many of us
life was no longer free; liberty no longer real; men could no longer follow the pursuit of happiness.
Against economic tyranny such as this, the American citizen could appeal only to the organized power
of government. The collapse of 1929 showed up the despotism for what it was. The election of 1932 was
the people's mandate to end it.” (1936)

“The hours men and women worked, the wages they received, the conditions of their labor—these had
passed beyond the control of the people, and were imposed by this new industrial dictatorship. The
savings of the average family, the capital of the small business man, the investments set aside for old
age—other people's money—these were tools which the new economic royalty used to dig itself in.
Those who tilled the soil no longer reaped the rewards which were their right. The small measure of their
gains was decreed by men in distant cities.” (1936)
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US: Asset Markets in the 1920s and 1930s
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Huey Long, a US Crusader against the Wealthy and Big Corporations
Huey Long was the Bernie Sanders of his time—i.e., a classic firebrand populist of the left.

He was governor of Louisiana and a US senator (1932-1935) who ran for president, polling 10% nationally, but
was assassinated during the primary in 1935 (because of an unrelated Louisiana dispute). He held anti-corporate
and anti-Federal Reserve positions and was in favor of radical wealth distribution (for instance, 100% tax on
wealth greater than $100 million). Roosevelt called him “one of the two most dangerous men in America” (the
other was General Douglas MacArthur).

Rise to Prominence

Long was a lawyer early in his career, mostly defending individuals against big businesses, often in workers’
compensation cases. In his first bid for the governorship of Louisiana, he campaigned on economic equality,
though he eventually lost. He won his next bid four years later in 1928, railing against the old money New Orleans
aristocrats who had dominated state government and corporations like Standard Qil that he believed had undue
influence. His self-written campaign song, “Every Man a King" (a phrase borrowed from William Jennings Bryan),
captured the essence of his platform. Once in office, Long (according to many accounts) governed with a heavy
hand and expanded Louisiana’s welfare programs.

Long won a Senate seat in 1932, his first foray into national politics. He initially supported FDR, before deciding to
oppose him in 1933 over the New Deal, which Long deemed inadequate. Long wanted to cap income at $1 million
and inheritances at $5 million and establish a 30-hour federal workweek. He promoted these beliefs nationwide,
and in the early 1930s his grassroots supporters established over 25,000 “Share Our Wealth” clubs. He
denounced powerful, wealthy Americans for hoarding the country’s wealth and believed the root cause of the
economic pain was unsustainable income inequality. Long's Share Our Wealth Society sought to redistribute
incomes and achieve a minimum standard of living for all via a high inheritance tax and a graduated income tax.
When the media was not in his favor, he began his own radio show, characterized by his animated speeches. He
regularly had around 25 million listeners—about 1in 5 Americans. A hallmark of his speeches (many of which
were ad-libbed) was listing the failures of the Roosevelt administration, including failing to redistribute wealth,
lower unemployment, and curtail debt. Long’s assassination in 1935 ended the hopes of many that he'd become
president.

Populism-Related Quotes from Long

e “They've got a set of Republican waiters on one side and a set of Democratic waiters on the other side,
but no matter which set of waiters bring you the dish, the legislative grub is all prepared in the same
Wall Street Kitchen.” (1932)

e "God invited us all to come and eat and drink all we wanted. He smiled on our land and we grew crops of
plenty to eat and wear. He showed us in the earth the iron and other things to make everything we
wanted. He unfolded to us the secrets of science so that our work might be easy. God called: 'Come to
my feast.' Then what happened? Rockefeller, Morgan, and their crowd stepped up and took enough for
120 million people and left only enough for 5 million for all the other 125 million to eat. And so many
millions must go hungry and without these good things God gave us unless we call on them to put some
of it back." (1934)

e They say they don't like my methods. Well, | don't like them either. | really don't like to have to do things
the way | do. I'd much rather get up before the legislature and say, 'Now this is a good law and it's for the
benefit of the people, and I'd like you to vote for it in the interest of the public welfare.' Only | know that
laws ain't made that way. You've got to fight fire with fire." (1932)
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Father Charles Coughlin, an American Who Espoused Fascist Views

Father Charles Coughlin was a classic anti-capitalist populist, sympathetic to fascist leaders in Europe. He was a
Roman Catholic priest and one of the first major political radio personalities, with about 30 million listeners at his
peak (nearly a quarter of the US population at the time). Though he began as a prominent supporter of FDR and
the New Deal, he eventually turned against the president, and his show became increasingly anti-Semitic and
sympathetic to the fascist movements that had come to power in Europe.

Father Coughlin started broadcasting on the radio in the late 1920s, with his early shows focused on religious
topics and Catholic services. In 1930, he gained a national platform, and he began to discuss political topics,
expressing strong opposition to both communism and the greed of capitalism. He supported FDR during the 1932
presidential election and the early New Deal, saying “the New Deal is Christ's deal.” His opposition to the
president grew, however, both as Roosevelt distanced himself from Coughlin and as Coughlin found him too
supportive of finance. He then founded a political group, the National Union for Social Justice, which supported
populist economic policies that would protect workers.

As his message became more extreme and the aggression of the fascist states became clear, he lost influence
and faced opposition from both the US government and the Catholic Church hierarchy. His radio show was
removed from the air waves, and in 1942 the church hierarchy forbade him from further political activity, forcing
him to retire from political life until his death in 1979.

Populism-Related Quotes from Coughlin

e "While we sympathize with the Serbian or the Russian, with the Jew in Germany or the Christian in
Russia, the major portion of our sympathy is extended to our dispossessed farmer, our disconsolate
laborers who are being crushed at this moment while the spirit of internationalism runs rampant in the
corridors of the Capitol, hoping to participate in setting the world aright while chaos clamors at our
doors."

e "l have dedicated my life to fight against the heinous rottenness of modern capitalism because it robs
the laborer of this world's goods. But blow for blow | shall strike against communism, because it robs us
of the next world's happiness."”

e "Oh you poor laborers and farmers, we have tried, time and again, to tell you that there can be no
resurrection for America until Congress begins to coin and regulate the value of money. We have
endeavored to teach you, time and again, that there can be no coming out of this depression until what
you earn goes to sustain your wife and your children.”

e "We shall barter our sovereignty as a free, independent nation or accept the decisions of a World Court
as a super-nation to manage our affairs."

e "Roosevelt has a poor brand of Russian communism...| think it is significant the leaders among the
communists of the world never once attacked international bankers. Roosevelt will not touch that
subject.”

e “We maintain the principle that there can be no lasting prosperity if free competition exists in industry.
Therefore, it is the business of government not only to legislate for a minimum annual wage and
maximum working schedule to be observed by industry, but also so to curtail individualism that, if
necessary, factories shall be licensed and their output shall be limited.”
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Core Europe: Italy/Mussolini, Germany/Hitler, Spain/Franco

Next, we profile countries where populist extremists gained power: Italy, Germany, and Spain. In all three of
these cases, democracies became dictatorships as a result of the conflicts.

2. Italy: Mussolini

Benito Mussolini came to power somewhat earlier than other leaders we profile (1922), and he gained power
through force rather than the ballot. But he took advantage of an environment similar to the ones experienced by
other populists—social strife, a weak economy, and ineffective leaders—and he also inspired more extreme
politics in many of them. Prior to his rise to power, poor economic conditions had led to widespread strikes,
factory seizures, and social unrest. Italy’s democratically elected leaders were unable to resolve these problems,
as politics had become fragmented and unstable. Mussolini promised to turn the chaos and inefficiencies into
order and efficiency—to “make the trains run on time.” And with these promises, Mussolini was able to mobilize
a broad set of disaffected Italians and upend Italy’s democracy to take control. Of course, a lot happened from
the time he became prime minister in 1922 until he was shot and hanged in 1945. What follows is only a brief
review.

Economic/Political Background

Before World War |, Italy’s economy was still mostly agrarian, and living standards and production capacity
lagged behind countries like Germany and the UK. The war made things worse. In the aftermath of the war, Italy
experienced a substantial economic downturn and high inflation. Unemployment was high from the weak
economy and the demobilization of the army, which left many former soldiers out of work. In prior years, Italians
who struggled to find work often emigrated to the US, but newly restrictive US immigration laws ended that path.
These conditions contributed to substantial labor unrest. Workers seized factories, occupied land, and went on
strike.

The democratically elected government failed to resolve these issues. Politics had been especially ineffective and
unstable since the 1919 elections, in which the socialists won the most seats for the first time under a new
proportional representation system. The socialists were unable to form a governing coalition, and over the next
three years Italy quickly cycled through four different prime ministers, none of whom were able to stem the rising
social instability. The strikes and occupations carried out by the growing workers’ movement challenged the
interests of landowners and businesses and raised fears of communists seizing power. Meanwhile, nationalist
sentiment was on the rise, as nationalists (including many out-of-work soldiers) felt that Italy had been treated
unfairly in post-World War | territorial settlements.

Rise to Power

The combination of nationalist resentment and chaotic domestic conditions created a prime opportunity for
Mussolini to galvanize the support of disillusioned ex-soldiers and frustrated property holders. Mussolini's
fascism defined itself in opposition to both socialism and the political elite, and promised to restore ltaly to its
past glory through territorial expansion. He believed that Italy needed “a man who is ruthless and energetic
enough to make a clean sweep” and deal with Italy’s social and economic problems, and offered himself as such
a man. Along with ex-soldiers, Mussolini also appealed to the frustrations and fears of middle-class Italians and
business owners, who had tired of the persistent labor strikes, riots, and general chaos that had characterized
socialist rule. For those people, Mussolini's rousing oratory and promise to restore order made him an
acceptable—even desirable—alternative to the status quo.

While initially Mussolini sought power through the democratic process, his party did not do well in its first
elections. His ultimate path to power relied on political violence. He established a paramilitary force that violently
repressed socialist movements, put down labor strikes, and seized de facto control of large parts of ltaly,
especially the more industrialized north. In 1922, in response to plans for a general strike, his supporters
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organized what would later be called the March on Rome. His militia occupied strategic areas of the country, and
30,000 people marched on the capital. The king, fearing a civil war, asked Mussolini to form a government.

Initially, Mussolini formed a cabinet within the existing parliamentary structure, governing in coalition with other
parties. The initial transfer of power was tolerated by business and political elites. Business elites thought
Mussolini wasn't much of a threat and could be manipulated—after all, his early speeches had a free-market
bent. Meanwhile, the king and other politicians thought that Mussolini would operate within the existing political
order, rather than overthrowing it. However, Mussolini soon changed electoral laws to favor his supporters and
make it easier to obtain a parliamentary majority, bypassed constitutional limits on his power, and manipulated
the media to propagate an image of himself as the savior of Italy. Simultaneously, his paramilitary allies
continued their campaign of political violence, intimidating or assassinating his detractors. These measures
allowed him to achieve a parliamentary majority in the 1924 elections. By 1925, he had largely dismantled Italy's
democratic institutions and created a one-party police state.

Key Policies

Mussolini’'s goal was to turn Italy into a modern industrialized state, shore up its access to strategic resources,
and restore its national glory (e.g., through territorial expansion). While his initial economic policies were
classically liberal (reducing taxes, cutting subsidies, taking measures to attract foreign capital, privatizations), his
economic policies gradually evolved over time to involve more and more control over private industry and
eventually direct ownership of much of the productive capacity, bending companies to serve the interest of the
state. Mussolini described his policies as “state capitalism,” and by 1934 he claimed that “three-fourths of Italian
economy...is in the hands of the state.” To summarize some of his policies:

e  Controlling private businesses: Mussolini preferred a “corporatist” approach in which the state would exert
heavy control over industry, but actual ownership would initially remain in private hands. To achieve
this, he pursued political and bureaucratic control of both labor and industrial organizations,
nationalizing trade unions and forcing companies to join government-controlled “employer syndicates”
that determined major production/investment decisions in each industry. Later, during the Great
Depression, the government directly took over many of Italy's large companies.

e  Protectionist policies: He enacted high import tariffs and regulations aimed at capping import volumes,
spearheaded a failed attempt to make ltaly self-sufficient by ramping up grain production (thus reducing
agricultural imports) and increasing intra-empire trade as a share of total trade, and enacted capital
controls that eventually prevented ltalians from investing abroad.

e Xenophobic policies: After striking an alliance with Nazi Germany, he published a racist manifesto and
legally prohibited Jews from participating in the economy and in most forms of public life.

e The media: Mussolini had the same attitude toward the media as he did toward the rest of the economy:
the role of the media was to serve the interests of the Italian fascist state, and the state would intervene
to ensure this was the case. In line with this, newspaper editors were appointed by the Fascist party,
journalists had to be registered Fascists, and local officials were given the power to suppress
publications. Rival political newspapers were banned, and authors who stepped out of line could quickly
find their works banned as well. This produced a culture of broad self-censorship, where almost
everyone refrained from criticizing the state out of fear of retaliation. Moreover, the central government
took a direct hand in deciding what news would and wouldn't be covered by sending out regular
directives to editors. These measures transformed the news into an instrument of centrally-directed
state propaganda, at first overseen by Mussolini's Press Office and, later, by the newly created Ministry
of Popular Culture.

e  Centralization of power: He outlawed all other political parties and abolished local autonomy, replacing

elected mayors and councils with appointments by the Italian Senate.
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e Government stimulus: Mussolini spent on public works, education, and social welfare, including big
pushes to modernize infrastructure.

e Muscular foreign policy: Mussolini sought to partially restore the Roman Empire, through claiming and
retaking parts of North Africa and the Balkans. He also directly funded and provided training and support
to German and Spanish fascists. Though he was personally dismissive of the Nazi's racial theories and
rhetoric, Mussolini adopted the German expansionist concept of Lebensraum for his own state in
justifying his wars in Libya, Ethiopia, and later the Balkans. ltalian fascism became the source of
inspiration for the other major far-right movements in 1930s Europe.

The Economy, Asset Markets, and Wealth

Mussolini’'s policies had mixed impacts on the economy and markets. In his first few years in power, the
transition from labor unrest to order and the pursuit of free market policies contributed to a recovery in growth
and a positive investment climate. Equities did well, rising about 70% in real terms from 1922 to 1924. However,
as Mussolini established full dictatorial control in 1925 and began consolidating his power over industry, equities
generally fell. That said, his infrastructure programs provided substantial fiscal stimulus, and his social programs
established safety nets that proved helpful in the Great Depression. While growth stagnated, the economic
contraction in Italy was substantially smaller than in its fellow gold bloc country, France.

After Mussolini's initial ascent to power, there wasn't much capital flight and little emigration (emigration
slowed, while return migration picked up). That said, years later, when the peg came under pressure during the
Great Depression, the government began to interfere more significantly in asset markets, imposing capital
controls and forcing repatriation of financial assets. Subsequent to the reestablishment of the gold peg, which
began in 1926, there was a modest but persistent drain of reserves, which accelerated substantially following the
devaluations of the pound and the US dollar in the early 1930s. In response, in 1934, most foreign exchange
transactions were banned (with the exception of trade financing and transactions for travel abroad), as was the
purchase of foreign securities. Banks and firms were required to sell all their foreign assets to the government,
including FX payments received for past trade transactions. In 1936, the government forced all Italians to
exchange their foreign securities for Italian treasury bonds, and Italians were “encouraged” to hand over private
gold holdings to the government. The forced swap of foreign assets for government debt was used to finance the
government's increased debt issuance related to the occupation of Ethiopia.

Populism-Related Quotes from Mussolini

e “Thisis what we propose now to the Treasury: either the property owners expropriate themselves, or we
summon the masses of war veterans to march against these obstacles and overthrow them.” (1919)

e  "| declare that henceforth capital and labor shall have equal rights and duties as brothers in the fascist
family.” (1937)

e “If | tried to harness the capitalistic force up to now, it was because it was already active. But when the
first resistance occurs, it will be replaced without hesitation by a new, entirely different and more worthy
force.” (1937)

e "“We go to battle against the plutocratic and reactionary democracies of the West...This gigantic
struggle is nothing other than a phase in the logical development of our revolution; it is the struggle of
peoples that are poor but rich in workers against the exploiters who hold on ferociously to the monopoly
of all the riches and all the gold of the earth.” (1940)

e  "We are fighting to impose a higher social justice. The others are fighting to maintain the privileges of
caste and class. We are proletarian nations that rise up against the plutocrats.” (1945)
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Italy: Economic Conditions in the 1920s and 1930s
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