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Historical Reflections on New Mexico Statehood
new mexico’s economy; a case study of mining to 1940
David V. Holtby

T

he economic history of the mining industry in New Mexico between
1912 and 1940 offers a glimpse into the ways statehood affected this key
sector. For the first five years after New Mexico entered the Union, little
changed in the state’s economy. The dominant laissez-faire, hands-off philosophy of the era was evident in the Constitution of 1910, which included
only two sections that specifically addressed mining: Article 17 (on mine
safety) and Article 11 (on non-municipal corporations). Moreover, the state’s
legislature in its first decades passed few bills important for miners’ rights.
But the prevailing conviction that government should leave the economy
unfettered soon began to unravel. Beginning with World War I and the
imposition of national dictates on citizens and states alike, a new economic
model emerged, one that by the early 1930s seemed capable of marshaling
a national recovery plan for a deepening economic collapse in New Mexico
and all states. This essay juxtaposes national and state developments during
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the first three decades of statehood to argue that the economic history of
mining in New Mexico is a case study of a paradigm shift—away from a limited role for government in economic activity and toward expanded federal
participation in the economy.1
At statehood the federal government relinquished political authority over
New Mexico and ushered in state rule. Those who ruled in the new state,
however, were the same elites who had dominated in the final years of the
territorial period and retained their power into the early 1930s. This continuity of political influence was meant to protect economic interests. As one
scholar observed, “the nucleus . . . were men who had achieved a measure of
independence from politics. Politics was complementary to their livelihood,
not essential to it, and they represented overtly a union of business and similar groups with government.” All were stalwart Republicans, some of whom
are still recognized today: Charles A. Spiess, president of the constitutional
convention and lawyer-lobbyist for mining and railroad companies; Holm O.
Bursum, a long-time Republican party leader who served variously as state
chairman and national committee member, was active in mining, banking,
and ranching, and oversaw the writing of the constitution’s Article 11 on corporations; and Frank and Charles Springer, lawyers and lobbyists for mining
and railroad interests in northeastern New Mexico. Other legislators are not
so familiar a century after statehood: Judge Edward R. Wright, a member
of the Territorial Supreme Court at statehood and prominent attorney and
jurist thereafter in eastern New Mexico; and Levi H. Hughes and Jan Van
Houton, Santa Fe attorneys. As a contemporary remarked, “the legislature
was so much the instrument of the men named that it was normally impossible to achieve significant legislation without their assent.”2
Statehood left the economy in the hands of those who had long controlled it, but relentlessly swirling about them were forces of change. Chief
among these were two world wars separated by a powerful national economic
recession (1920–1922; in New Mexico it persisted to 1926) and a depression
(1929–1940). The story of New Mexico’s economic development in the early
twentieth century—as it has been ever since—is inseparable from the federal
government’s presence. The prime movers behind the state’s economic activity were the U.S. Congress, the president, and executive agencies. Their
influence burst forth with America’s entry into World War I in 1917 and
accelerated with the New Deal in the 1930s. At statehood New Mexico left
intact a laissez-faire economic philosophy. Over the next three decades,
however, the federal government became a dominant presence through what
has been termed “infrastructural power,” or “the positive capacity of the state
[i.e., federal government] to ‘penetrate civil society’ and implement policies
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throughout a given territory.” Thus the new state and the federal government
advanced two different models of economic development. These contrasting
economic approaches quickly became part of the ideological divide between
Republicans and Democrats as well as the gulf separating the companies
exploiting the state’s vast mineral resources from the workers they employed.3
State Activity and the Mining Industry
Statehood brought mixed results for one of the greatest assets in all economic
activity—the workers, or human capital. On the one hand, Article 2, Section 4 of the Bill of Rights of the Constitution of 1910 affirmed that all New
Mexicans “have certain natural, inherent, and inalienable rights, among
which are the rights of . . . seeking and obtaining safety and happiness.” This
noble aspiration seemed, on the surface, to be given substance in Article 17’s
mandate that required the appointment of a state mine inspector to ensure
safety standards. But a New Mexico Spanish folk saying commonly heard in
that era conveyed subtleties that may be relevant: Entre el dicho y el hecho hay
un gran trecho (Between the saying and the doing there is a great distance).
This aphorism is a reminder that promising is not the same as acting on that
promise. Ultimately, the mine inspector had no enforcement power. Further,
he was not always aware of major issues. Two days after Rees H. Beddow (New
Mexico’s first mine inspector, from 1912 to 1916) made his initial trip to the
Dawson Stag Cañon Mine and reported it was “free from traces of gas and in
splendid condition,” New Mexico experienced its single worst mining disaster:
an incorrectly set dynamite charge triggered an underground explosion of
coal dust that killed 263 miners on 22 October 1913.4
These deaths marked a pattern in coal mining—and mining more generally—that persisted for decades. New Mexico had the second-highest average
underground fatal accident rate in major incidents (when five or more died)
among twenty-three coal mining states between 1903 and 1930. The state also
had the fourth-highest average underground fatal accident rate for “minor”
incidents (when four or fewer died) during the same twenty-seven-year period.
Collectively, these so-called minor accidents actually accounted for the most
number of miners killed because they occurred with greater frequency than
accidents killing five or more miners. Moreover, though undetected until
decades later, pneumoconiosis, or “black lung” disease, affected between 10
and 40 percent of miners, according to x-rays taken between 1924 and 1960.5
Mining has always been dangerous work, but miners also took risks for
a specific reason: to maximize their earnings. In 1910 most soft coal miners
earned an average of forty cents per ton of coal they mined, a quantity that
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required about an hour-and-a-half’s worth of work. In addition, each miner
was responsible for shoring up timbers and maintaining the structural integrity of the tunnel and their work space. They received no pay for such
efforts, called “dead work,” and many did it only sporadically. The workers’
willful neglect of vital maintenance and the foremen’s apathy were a frequent
source of complaint by the state’s second mine inspector, W. W. Risdon, who
held the position three different times (1916 to 1919, 1920 to 1925, and 1927 to
1931). He blamed foremen for not “preventing accidents in the mines.” In
1929 he alleged that “lack of supervision and indifference to unsafe methods
of working on the part of the mine foremen were responsible for most of the
fatal accidents reported.” But beyond making annual reports documenting
accidents and urging foremen to be conscientious, Risdon could do little to
enforce safety.6
Article 17 also forbade children younger than fourteen from working in
New Mexico’s mines. This provision reflected a growing national movement
to ban child labor, but once again promises were unrealized. At the national
level, a significant setback occurred in 1918 when the U.S. Supreme Court
declared unconstitutional the federal Keating-Owen Child Labor Act of 1916,
which had barred mine work by anyone less than sixteen years old. In 1921
the New Mexico legislature passed a law prohibiting employment of children
younger than fourteen in mines and reiterated this prohibition in 1923 and
1931, which suggests neither the state constitutional ban nor the state laws
were heeded. Indeed, although the legislature mandated compliance and
approved a state labor inspector in 1931, no funding was appropriated for the
office’s child labor inspector during the 1930s. That mining companies were
reluctant to accept bans on child labor was symptomatic of the anti-regulatory
attitude among mine owners.7
While statehood brought scant advantages to the labor force, it created
opportunities for those seeking to invest in New Mexico’s mineral resources.
The constitution’s Article 11 set a decidedly progrowth approach by ensuring
minimum regulation for businesses, particularly regarding how investment
capital was raised. The constitution continued the hands-off approach set forth
in the Compiled Laws of New Mexico from 1897, which included twenty-seven
pages of rules governing the formation of corporations. But the major attraction
for companies was what was omitted: no stock subscriptions were needed, tax
assessments were limited, and no public statement or annual reports of income
and expenses were required. Business charters amounted to little more than
hunting licenses to track down and entice potential investors.8
Two instances of seemingly labor-friendly legislation merit examination
to understand why the mining industry supported these changes in New
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Mexico: the passage of workers’ compensation by the legislature in 1917 and
the constitutional provision barring blacklisting of dismissed miners. For both
issues, the key comes from determining who benefited. By the time workers’
compensation legislation was passed, mining companies had already shed
their former resistance to aiding miners injured or killed on the job when
the old practice of contesting liability lawsuits became too costly. By 1917
thirty-two states had enacted workers’ compensation laws, and that year New
Mexico joined four other states in passing such legislation. Of these, New
Mexico was among the two-thirds making employer compliance elective
rather than compulsory, among twenty other states that turned over the insurance program to private firms, and only one of eight that administered it
via the courts. In New Mexico, the law applied only to such extra-hazardous
occupations as mining, and only at companies employing four or more people.
Moreover, the law allowed the employer to opt out by simply providing thirty
days’ notice. The major gain for mine owners was that they lowered wages to
cover insurance costs and eliminated legal liability for injury or death. To put
it simply, adopting workers’ compensation saved mining companies money.9
Similarly, by the time Article 17 made it illegal for mine owners to block
dismissed workers from being hired at other mines, blacklisting had ceased
to be a credible threat. The rapidly advancing industrialization of the United
States had created both opportunities and competition for skilled workers,
which meant blacklisting had no impact since workers could find new jobs
in different locations and even in different industries.10
Although blacklisting no longer proved effective, mine owners still retained
considerable power to resist opposition from incipient labor movements. New
Mexico courts deemed unions an illegal restraint on trade until 1923, and
during World War I attempts to organize brought swift responses. The first
wartime anti-union crackdown impacting New Mexico occurred on 12 July
1917. Striking miners and supporters in Bisbee, Arizona, were “arrested” by
vigilantes, herded into cattle and box cars, shipped two hundred miles east
to Hermanas, New Mexico, and released in the desert. A few days later, Pres.
Woodrow Wilson, at the urging of New Mexico’s governor Washington E.
Lindsey (1917–1919), dispatched troops to escort the miners to a tent community outside nearby Columbus. There the government sheltered and fed
them for two months, by which time only a handful of occupants remained.
Throughout their ordeal, the exiles retained an unshakeable faith in a paternalistic government. As reported in the Albuquerque (N.Mex.) Morning
Journal, the miners looked to soldiers at Columbus’s Fort Furlong as protectors, and expected “Uncle Sam to take them back to Bisbee and protect
them.” Moreover, the miners rejected formal legal action because “it would
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embarrass the federal government, which is trying to find a solution of the
problem involving the disposition of the men.”11
The Albuquerque newspaper also reported, “The men are anxious to
know what Washington will do in their cases and messages urging immediate
action have been sent to administration officials.” Resolution finally came
when President Wilson appointed a five-member mediation commission in
October. Serving as counsel and a principal figure in the inquiry was assistant
secretary of labor (and future U.S. Supreme Court justice) Felix Frankfurter.
The report issued in early November delivered a scathing rebuke to Arizona
officials, whose actions were deemed illegal and unwarranted.
In late July and early August 1917, Gallup’s mine owners enacted their
own version of the Bisbee deportation: vigilantes rounded up striking miners and put them in a boxcar destined for Belen, where it sat on a railroad
siding until the miners eventually freed themselves. Unlike with the Bisbee
deportation, no federal intervention or investigation occurred on behalf of
Gallup’s exiled miners.12
Two years after the Gallup incident, labor strife again brought miners
into conflict with state authorities. A national strike of miners in the fall of
1919 prompted Gov. Octaviano Larrazolo (1919–1921) to crack down on New
Mexico miners who walked out, believing they were part of a conspiracy orchestrated by the Communist Party to disrupt civil order. He promptly called
upon federal troops and declared martial law in Colfax and McKinley counties for two months. Moreover, in 1920 he secured a bill from the legislature
empowering him to call up the state’s National Guard to suppress future
labor agitation. Unsurprisingly, Larrazolo’s actions alienated miners, most of
whom had voted for him. He proved equally adept at angering mine owners.
In 1919 and 1920, he proposed legislation to reform the tax code to require
mining companies to pay income tax, and he sought to make it retroactive to
1917. The Chino Copper Company in Santa Rita became a main opponent
of Larrazolo’s proposal and successfully fought the bill in the legislature. The
company then carried its fight into the political arena and denied Larrazolo
renomination.13
One of the defining characteristics of the 1910s and 1920s in New Mexico
was the subordination of governors to the legislature. The political leadership, especially within the Republican Party, did not want an activist such as
Larrazolo to take on corporate interests or do anything to upset voters. The
goal of party leaders, as one scholar has noted, was “to give business a free
hand to exploit the economy with a minimum of governmental interference.”
A prime example of business leaders exerting pressure on the legislature to
advance their economic interests was passage of a gasoline tax of two cents a
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gallon during Governor Larrazolo’s tenure. Prior to the tax’s introduction in
mid-February 1919, the Santa Fe New Mexican noted in a headline that “New
Mexico Must Build Roads to Get Business”; the state was eager to do so by
securing federal matching funds provided by Congress in the Federal Aid Act
passed in 1916. The prime mover behind the gasoline tax in New Mexico was
Charles Springer, Republican leader, successful rancher and businessman,
and an indefatigable advocate of the era’s Good Roads Movement. In midMarch, the New Mexico legislature approved the user tax Springer urged
upon that body—the second such bill in the nation, conceived simultaneously
but independently of one passed in Oregon a month earlier.14
ill. 1. santa fe, new mexico.
gas station price analysis,
august 1938
(Photograph by Dorothea Lange,
Farm Security Administration,
reproduced courtesy of
the Library of Congress,
reproduction number LC-USF34019287-E)

Ten years later, New Mexico’s
gasoline tax had risen 150 percent
to five cents a gallon, and road financing had achieved stability as a
mix of state and federal dollars. The federal portion derived from two pieces
of congressional legislation: matching dollars from the Federal Aid Act of
1916 and an annual subsidy set in a highway bill in 1921. This latter piece of
legislation promoted building of roads within each state to form interstate
highways, and Route 60 from Clovis to Quemado linked New Mexico with
Texas and Arizona in the mid-1920s. In 1926 funding began to build Route
66, which Republican governor Richard C. Dillon (1927–1931) lauded as a
federal-state formula with money from Washington, D.C., covering 63 percent
of the total cost per mile. The governor also explained that gasoline taxes
collected on purchases by out-of-state tourists covered the state’s portion of
the cost of building roads: “[T]he property tax payer has been relieved of all
taxes for state road purposes.” He claimed that “cash resources from tourist
travel” yielded $40 million, and added that “[New Mexico] ranks 8th in
highway mileage and the excellence of our state highways is praised by the
traveling public from every state in the union.” Not remarked upon publicly
by the governor but well understood by both political parties was the boon
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in patronage provided by highway construction and maintenance, with jobs
allocated proportionate to the votes cast in each county for Democrats or
Republicans in gubernatorial elections.15
Governor Dillon told an audience in the spring of 1930 that “tourists
are now spending from $25,000,000 to $35,000,000 in our state. This is an
industry in New Mexico second in importance only to that of livestock. But
when our roads are completed and oil surfaced and the climatic and scenic
attractions advertised, more tourists will come and they will spend more
money.” In the annals of New Mexico’s tourist industry, there is no record of
Charles Springer and the gasoline tax, but his contribution proved singularly
important. He also chaired the state’s highway commission and oversaw its
vast expansion until his death in 1932. 16
The Federal Government and the Mining Industry
The advances in highway building and the Bisbee exiles’ faith that the federal government would intervene to protect and care for them need to be
viewed broadly for what they have in common: federal government policies
that significantly impacted the state. When Arizona thrust New Mexico into
the role of unannounced host to nearly twelve hundred destitute people, the
event coincided with the federal government adapting to the United States’
entry into World War I in April 1917. Federalism, or an activist role in the
political economy of the United States, was evolving rapidly to mobilize
and meet wartime exigencies; by July 1917, these already included imposing
demands (conscription and increased productivity) and proscriptions (food
rationing). In similar fashion, the involuntary exiles in New Mexico forced
the federal government to take decisive steps.
The Bisbee exiles’ deference to the federal government and the government’s paternalism reflected attitudes of New Mexicans at the time as well,
and suggests that the territorial period continued to cast a shadow over the
new state. The five years separating New Mexico’s statehood and the nation’s
entry into World War I had not diminished the entrenched legacy of top-down
dictates and Washington-centric power. In a larger sense, the incident and its
aftermath suggest that after sixty-two years under federal rule, New Mexicans
(and Arizonans) were conditioned to expect the federal government to look
after their well-being.
World War I brought a new emphasis to the nation’s political economy:
government regulations (and their enforcement) designed to attain national
economic priorities. Starting in 1914 and accelerating with America’s entry
into the war in 1917, the federal government pushed policies onto citizens
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ill. 2. large tanks used for mixing powdered gold ore with
cyanide solution to extract gold and silver, mogollon, new
mexico, June 1940
(Photograph by Russell Lee, Farm Security Administration, reproduced
courtesy of the Library of Congress, reproduction number
LC-USF33-012780-M3)

in ways it had not done previously. Illustrative of the deep penetration of
the U.S. government’s reach is the history of the Socorro Mining and Milling Company, a gold-mining operation in Mogollon, New Mexico, and its
headquarters in New York City at 200 Fifth Avenue.
After the 1890s, the major discoveries of gold and silver shifted from east of
Silver City to sixty miles northwest in the Mogollon Mountains. Beginning in
1907 and continuing through World War I, tens of millions of dollars worth
of gold and silver were taken from this region; 1913 represented a highpoint
with a reported $19 million worth of gold bullion shipped from one Mogollon
mine. In the first ten months of 1917, this mine yielded 6,130 ounces of gold
selling for $20.67 an ounce ($126,707). But a few nights before Halloween,
a terrible trick befell the operation. A spark generated by a worker sharpening a drill in the blacksmith shop ignited a fire that destroyed that building
as well as “[the] shop warehouse, hoist and chain house, crusher and assay
buildings, tramway terminal, and upper part of [the] mill.”17
It took nearly a year to rebuild, re-equip, re-staff, and resume operations
at the Socorro Mining and Milling Company’s property in Mogollon. The
company felt the impact of government regulations on all the reconstruction
efforts, first with draft exemptions then with workers’ compensation waivers.
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In the six months prior to the fire, operations were already slowed as workers
went off to the war: some enlisted and others, between the ages of twenty-one
and thirty-five, were inducted after the first draft in July 1917. A week before
the fire, the draft status of the mine’s recently hired general manager, David
B. Scott, greatly concerned the chairman of the board of directors: “We are
having difficulty everywhere by losing good men, and the Government is
beginning to realize that important industries are being crippled, the result
I think will be a change in the present law.” The board instructed Scott to
request a draft exemption. Shortly thereafter the state put in place a formal
process to grant exemptions for men engaged in “war-essential industries.”
The company also benefited from a ruling in July by Judge Merritt C.
Mechem of the Seventh Judicial District Court in Socorro (later governor
of New Mexico, 1921–1923) that granted a petition waiving compliance with
the legislature’s recently enacted workers’ compensation plan. Much to the
relief of the Mogollon mine’s owners, the judge freed the company from
paying between one thousand and two thousand dollars annually to cover
accident insurance premiums.18
The federal government’s wartime mandates vastly extended a fundamental re-orientation of the role of government that began when President Wilson
assumed office in March 1913. As one historian noted, Wilson “believed that
the success of his presidency depended upon enactment of great statutes.”
Wilson’s legislative activism during his first term was matched by executive
agencies vigorously imposing mandates following America’s entry into the
war, which came just one month into the president’s second term. “Wartime
socialism” emerged through extensive centralized planning, government
takeover of key industries such as the railroad, regulation of business and
labor, and numerous proscriptions imposed on all Americans.19
The expanded federal presence coincided with efforts to reopen the
Mogollon mine after the fire. In the twelve months preceding the armistice
of 11 November 1918, the mine’s on-site general manager and the board of
directors in New York City dealt with ten separate federal entities to comply with rulings and policies. The war-imposed mandates impacted three
business-essential activities: labor supply; product pricing and sales; and
availability and delivery of needed equipment, fuel, and capital. None of the
government’s dictates proved so disruptive that it elicited formal complaints
from the Socorro Mining and Milling Company. For example, while the
war in Europe disrupted markets, and the mints in San Francisco, Denver,
and Philadelphia controlled domestic price and quantity of purchases, the
mine retained access to competitive markets through “Selby Smelting and
Lead Company [who] are consigning bullion to the Orient so that there is a
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ready market with them.” The company did express concerns, but made no
formal complaints, over government actions that complicated rebuilding the
mine and finding workers and investment capital. In early March 1918, the
president of the mining company believed that the Mogollon mine would
“probably be able to begin operations by May 1st [1918]—particularly if you
were not subject to any unexpected delay by the commandeering of material,
equipment and supplies by the Government.”20
The greatest source of delay arose from industrial sabotage by pro-German
agents. As the company president noted to the mine’s general manager at
the end of May, “It is to be regretted that your work should be delayed by
the usual alien menace, but it does exist, as we all know.” The sabotage
involved “emery dust [placed] in one of the motor bearings,” which made it
necessary “to take apart every piece of machinery and thoroughly examine
it before erecting it for service.” News arrived in mid-June of more problems
with motors: a telegram from General Electric informed the mine’s upper
management that “fifty-five horse power motor parts delayed by Government works,” which meant a two-month wait to get the hoists operating. By
September the struggle to resume operations placed the mine at the mercy
of the government as they tried to hire employees. Government regulations
prohibited advertising for skilled workers, although any “essential industry”
could claim an exemption. Rather than make such a claim, the company
sought referrals through the Albuquerque and Roswell offices of the Labor
Department’s U.S. Employment Service.21
A perfect storm of events befell the company in the fall of 1918. Exactly
a year after the fire, the mine’s board of directors decided that “due to the
existing [influenza] epidemic, operations [have] been completely suspended.”
The untimely convergence of dropping prices for bullion, depleting veins,
contracting credit, and a decimating pandemic that ravaged Mogollon and
killed a significant number of the remaining workers led to the company
entering into receivership in March 1919.22
General manager Scott believed that the mine’s closing “has arisen from
circumstances outside of the control of the management.” While the summary of federal mandates provides evidence that government interference
played little or no part in the mine’s shutting down, government culpability
exists. The adverse impact came not from what the federal government did
in its wartime role of managing the economy, but from what it failed to do:
effectively guide the transition to a peacetime economy. The government’s
lack of success in extricating itself from “wartime socialism” resulted in a
postwar recession that severely crippled the entire country for two years.
In New Mexico, a mini-depression swept through farming and ranching
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communities for much of the 1920s—an unintended consequence of the
government’s wartime economic decisions.23
The U.S. government’s handling of two issues critical to the postwar mining
industry is illustrative of both the scope of the problems faced and the meager
attempts made to resolve them. In April 1918, a consortium of U.S. copper
companies joined with a number of other industrial associations to celebrate
their success in pushing Congress to pass the Webb-Pomerene Export Trade
Act of April 1918. In approving it, Congress sought to buttress America’s
position in foreign trade after the war ended. Among other provisions, the
bill authorized turning over to the industry the problem of liquidating the
government’s enormous stockpile of copper built up during the war. The
copper companies willingly took on this role, but with a different objective. They sought to break a prewar monopoly by a German metal-buying
conglomerate that had forced American companies to sell cheaper abroad
than domestically. The bill allowed the major copper producers, including
Phelps Dodge Corporation and the Chino Copper Company, to create the
Copper Export Association and set prices for foreign purchase. In this way,
the Copper Export Association broke the power of metal-buying intermediaries. But liquidating the government’s huge stockpiles on the industry’s terms
produced price volatility that did not stabilize until the mid-1920s.24
The protracted stabilization efforts proved adverse to some New Mexico
copper mines. The Santa Rita area, about fifteen miles east of Silver City, had
produced copper since the late colonial period. A major transformation came
in the wake of the sale of the mine by Anaconda, one of the world’s largest
mining companies, to the Chino Copper Company in 1909. The following
year, open-pit mining began at Santa Rita, an example of a mine revived by
technology (development of the steam shovel in 1906) and investment (New
York money funded creation of the Chino Copper Company in 1909). By
1912 the company had two open-pit mines in Santa Rita, and their expanded
production coincided with a 33 percent surge in the price of copper—from
12 to 16 cents a pound. In 1915 the Phelps Dodge Corporation brought online
its copper mine at nearby Tyrone, complete with a company town widely
heralded as a model community. Soon copper mining became the secondlargest corporate employer statewide, behind the workforce of the Atchison,
Topeka and Santa Fe Railway. During World War I, copper sales boomed:
in 1917 it reached 33 cents a pound, and even the government-set price of
23.5 cents a pound ensured substantial profits to both Phelps Dodge ($15+
million) and Chino ($70+ million). But at the war’s end, the price began to
drop and plummeted to 10 cents a pound in 1921. This price was less than
the cost of its production at Tyrone, so the mine closed. A small extracting

winter 2013

holtby N 77

operation existed until 1928 when Phelps Dodge converted what remained of
Tyrone to a dude ranch. Not until 1969 did the mine reopen as an open-pit
operation, only to close again in 1991. Chino Copper Company’s properties
survived a brief closing from April 1921 to April 1922. By 1925 copper’s perpound price hovered at about 18 cents, which was on average a nickel higher
than production costs. But in the spring of 1930, the market collapsed amid
the worldwide impact of the Great Depression. Prices dropped to 6 cents
a pound, mines closed (including the Chino mine between October 1934
and January 1937), and unemployment soared to 25 percent throughout the
domestic copper industry.25
A second failed attempt by the U.S. government to transition to a postwar
economy likewise adversely impacted the mining industry. President Wilson
attempted to transfer to peacetime the principle of a fair and equitable distribution of wealth through a living wage, and his instrument was a National
Industrial Conference, which convened in early October 1919. It brought
together representatives of employers, employees, and the public under the
auspices of Sec. of Labor William B. Wilson. The president realized key
building blocks of the economy—wages and prices—were moving in opposite directions with wages dropping and inflation pushing up prices, and
these developments threatened the overall economy. His goal and that of
those attending the conference was to draw up standards guiding wages, cost
of living, and working conditions. The agenda of the conference paralleled
the labor provisions in the president’s peace plan (Treaty of Versailles), but
neither undertaking ended well. The Senate rejected the peace treaty on 19
November 1919, and the Industrial Conference stalemated over collective
bargaining. That issue was a deal breaker for employers because it offered
workers a voice in matters of wages and conditions. As if those setbacks were
not enough to absorb, President Wilson suffered a debilitating stroke on 2
October 1919.26
During the war, mediation imposed by the War Labor Board (headed by
ex-president William Howard Taft) kept labor-management tensions from
boiling over. Further, “Taft led the board in affirming employees’ rights
to collective bargaining, outlining minimum-wage and maximum-hour
standards, and requiring equal pay for female workers.” But the War Labor
Board’s activities were terminated almost immediately after the armistice, and
labor strife intensified when companies voided or ignored the wartime gains
of workers. In New Mexico, miner unrest prompted Governor Larrazolo to
declare martial law in the two primary coal-producing counties in the fall of
1919. But the wartime accords offered a taste of what might be attained by
labor. Organizers redoubled their efforts, and the union movement resurged
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in the 1920s. It was not difficult to make a case to soft coal miners in New
Mexico and elsewhere that they needed the collective strength of a union
to fight for them. Bituminous coal miners had to wait nine years—to 1926—
before earning the average wages they had earned in 1917. Concurrently the
cost of living rose steadily for four years beginning in 1917, declined in 1921
and 1922, rose again, and finally stabilized in the mid-1920s.27
The end of World War I left the nation at a crossroad. A woman active
in wartime preparedness succinctly described the choices faced after the
armistice:
Throughout the [First World] War there ran two currents of thought,
almost side by side and often intermingling. One was a desire that the
war machinery should be available after the war for reconstructing
the social fabric and making America all that true Americanism might
desire it, that the cooperative spirit developed under the war needs
might be salvaged . . . the other was a distinct fear that organizations
built up for war needs might be perpetuated during peace times until
they became a heavy incubus on the social structure, that the personal
liberty yielded for the sake of national strength should not be returned,
that Federal authority should usurp State control.28
The abrupt canceling of wartime mobilization-spawned initiatives, such as
the War Labor Board, coupled with the empowerment of industry to chart
economic development, as with the Copper Export Association, meant
that the path taken at the end of World War I led away from the interests of
workers. This direction was confirmed on 2 November 1920 with the election of Warren G. Harding as president. He had campaigned on a pledge to
“Return to Normalcy,” which rejected the interventionist philosophy pursued
by President Wilson. Industry was now in the driver’s seat, and government
policies largely protected and fostered their interests. In New Mexico, this
shift in emphasis powerfully shaped the emergence of the oil industry.
Newly elected President Harding appointed his senate colleague and
poker-game friend Albert B. Fall, then New Mexico’s senior U.S. senator, as
secretary of the interior early in 1921. One of Fall’s first priorities was to begin
oil exploration on Indian lands in New Mexico. He had known since 1896
that the San Juan Basin was potentially a rich oil field, but a major hurdle
existed: the oil-bearing lands were on the Navajo Reservation, an area off-limits
to leases. Many Navajos in the San Juan region, especially the elders, had
no interest in changing this restriction. In June 1922, Secretary Fall decreed
that oil drilling could begin once tribal councils consented. Because no
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reservation-wide Navajo tribal council yet existed, Fall hand-picked a special
commissioner, former territorial governor Herbert J. Hagerman, to create
one. He quickly assembled younger, boarding-school-educated Navajos who
favored oil leases and the money they could generate for local development.
Meanwhile, Congress approved the Indian Oil Leasing Act in May 1924,
which stipulated council approval of leases, which would be valid for as long
as a well produced.
Within months of this legislation being enacted, a significant oil field was
discovered on the Navajo Nation at Rattlesnake Dome, an area about eight
miles west of the town of Shiprock, New Mexico. This discovery immediately
overshadowed the first commercial oil well in New Mexico, which was drilled
in September 1922 about twenty miles west of Farmington in an area known
as Hogback. The Rattlesnake Dome oil field proved lucrative. Ultimately,
Continental Oil (one of the Standard Oil companies) secured this field, which
it acquired from the original lease holder, S. C. Munoz, a New York City–
based steamship owner. His $1,000 investment netted him over $4 million
in the buyout. While the Navajo Nation earned total revenues of $560,596
for the twelve-month period from June 1926 to June 1927, Congress deducted
$113,514 to comply with a law from 1914 that required tribes to reimburse the
government for the cost of improvements. Immediately the Navajo Council
protested this deduction, but to no avail. This dispute became the first in a
long and bitter history of federal-tribal arguments over distribution of royalty
earnings for oil and other resources extracted from Indian lands.29
Oil wells on the Navajo Nation confirmed New Mexico’s potential for
exploration, but the greatest interest was in the southeastern quadrant. Its
geology was an extension of a West Texas formation, where the first commercial oil well was drilled in 1921. More than seventy-five thousand square
miles—seventeen counties in Texas and three in New Mexico—sat atop the
Permian Basin, where two hundred fifty million years earlier a vast inland
sea with its abundant vegetation and marine life had begun to slowly disappear over millions of years, fill in with thousands of feet of dirt and rock, and
create an oil-rich region.
The key to unlocking the potential wealth beneath the counties of Lea,
Eddy, and Chaves was federal legislation: the Mineral (or General) Leasing
Act of 1920. Powerfully shaping this legislation were reactions to the perceived
abuses Congress allowed in mining of precious metals when it passed the
General Mining Act of 1872. That law granted royalty-free mining rights for
coal, gold, silver, copper, or lead (and later oil and other minerals) wherever
found on public lands. The Mineral Leasing Act fundamentally revised the
earlier act in two significant ways: it created a framework for royalty payments
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and imposed leasing onto mining activity for coal, oil, natural gas, phosphate,
and other hydrocarbons on public lands held by federal and state governments
as well as by individuals under claims filed on homesteads. This regulatory
action taken in 1920, as one historian has observed, culminated “a twenty-year
campaign [by conservationists] to establish a permanent federal trusteeship
over the natural resources, not temporary ownership until their inevitable
disposal.”30
Soon an oil rush began in southeastern New Mexico, one decidedly tipped
in favor of large oil companies over independent operators, or “wildcatters.” In
1924 the Dutch-owned Shell Oil Company, for example, began leasing lands
under “protective acreage practices,” which involved creating a checkerboard
pattern of holdings in the hope that they would find oil somewhere on or
near their leased land. They acquired rights in two soon-to-be oil-rich fields:
Cooper-Jal and Hobbs. Wildcatters did not fare as well. In the oil industry,
wildcatters were the counterpart to the small-time gold and silver prospectors
of the nineteenth century. Only a few got lucky in New Mexico, with great
success accruing to a consortium of three entrepreneurs who obtained a lease
under the name Flynn, Welch, and Yates State No. 3. They established the
region’s first commercial oil field, which opened eight miles south of Artesia
in Eddy County in April 1924.31

ill. 3. signs in the oil town of hobbs, new mexico, march 1940
(Photograph by Russell Lee, Farm Security Administration, reproduced
courtesy of the Library of Congress, reproduction number LC-USF34035815-D)
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Between 1929 and 1930, oil production in New Mexico expanded from
1.8 million barrels to 10.2 million barrels, with refineries operating at Artesia,
Roswell, Albuquerque, and Farmington. But the greatest increase in the volume of petroleum came from the opening of the Hobbs oil field in June 1928.
Within two and half years, its output added more than 6.5 million barrels to
New Mexico’s total production. The growth of the oil industry contributed
to the mineral wealth of the state, which in 1927 included $10 million in
sales from copper; $4 million in sales from gold, silver, lead, and zinc; and
an annual output of 5 million tons of coal. The gasoline tax produced “the
chief source” of money for highway construction, and in 1929 the tax yielded
nearly $2.3 million with receipts estimated at $2.5 million for 1930. Oil royalties paid to the state’s general fund were more than $2.4 million in 1930.32
The petroleum industry was unique among resource-based enterprises in the
early 1920s in defending and advancing its interests among state officials and
with policymakers in Washington, D.C. They did so through well-organized
lobbying, a professional association, and public relations campaigns. Beginning in 1930, however, they faced a major crisis: production had expanded so
rapidly that when demand collapsed with the onset of the Great Depression, an
oil glut ensued. Prices quickly dropped, major companies in the state—Shell,
Continental, and Standard Oil of California—dramatically curtailed their
operations, and New Mexico’s oil-producing areas experienced their first
boom-bust period.33
The Great Depression likewise devastated wildcatters in New Mexico by
withdrawing capital from exploration, prompting such complaints as this
from a New York investor to his New Mexico contact in 1933: “It is just plain
Hell trying to get money here.” Hardships borne by workers and local towns
were somewhat lessened when commercial natural gas production began
in southeastern New Mexico (and western Texas) in 1929. Also, the federal
government had initiated potash exploration in New Mexico during World
War I. First discovery of potash came in 1926 near Carlsbad, mining started
in 1929, and local processing commenced in 1932.34
The 1920s brought contraction, expansion, and finally near collapse of the
nation’s economy. These fluctuations were the inexorable results of business
cycles and speculative practices. At the outset of the Great Depression, neither
state nor federal officials offered any solution other than fiscal measures—except
for Franklin D. Roosevelt as governor of New York (1928–1932). He created
the first comprehensive system of unemployment relief, initiated a large-scale
program for industrial welfare, and devised a farm program to aid agriculture.
Through these initiatives, Governor Roosevelt demonstrated the potential for
government to intervene with programmatic solutions to help citizens in need.35

82 N new mexico historical review

volume 88, number 1

Roosevelt’s counterparts as governor in New Mexico were Richard C. Dillon (1927–1931) and Arthur Seligman (1931–1933). Both Dillon and Seligman
remained wedded to conventional economic thinking and followed the courses
commonly taken at the outset of the Great Depression: fiscal management
with a balanced budget and some new taxes coupled with moral suasion in
appeals for calm and public support. For example, on the first anniversary of
the stock market crash of October 1929, Governor Dillon issued a proclamation in support of a national Business Confidence Week (19–26 October)
sponsored by the nation’s Lions Clubs. He urged all New Mexicans to “assist
in relieving the obsession in the minds of people with reference to dull business
conditions by putting on a campaign of optimism during this proposed week.”
When Seligman assumed office on 1 January 1931, he explained that “No state
should obligate itself to expend more money than can be reasonably expected
from its citizens without hardship. . . . In brief, New Mexico must live within
her income and it is my intention, insofar as it is possible for me to do so, to
see that she does.” Not until Clyde Tingley was governor (1935–1939) did New
Mexico fully embrace New Deal “pump-priming,” or vigorous spending by
the government to stimulate the economy.36
Upon assuming the presidency, Roosevelt sought to reorganize the U.S.
economy under the authority of the National Industrial Recovery Act of
1933 (NIRA) passed by Congress on 16 June. The NIRA empowered the National Recovery Administration to regulate wages and prices to help stabilize
production, ensure “fair” business practices, and stimulate consumption.
Industries would be substantially self-regulating under federal guidelines. The
stagnant petroleum industry came under the supervision of the Petroleum
Administrative Board (PAB). Roosevelt’s executive order to Sec. of the Int.
Harold Ickes in late August 1933 set forth the centerpiece of the PAB: “The
Code of Fair Competition adopted by the Petroleum Industry and approved
by me August 19, 1933.” This joint industry-government plan aligned both
entities with several fundamental changes to the petroleum industry: wage
and hour requirements, price controls, production quotas, and eventually
local committees that solicited public discussion of issues. Six months later,
Ickes offered a ringing endorsement of the cooperative spirit ushered in by
the New Deal, calling it “an era of acute social consciousness and realization
of mutual responsibility, a time of reciprocal helpfulness, of greater understanding and willingness to work together for the good of all.” This vision
animated the PAB, but not all of its partners in the oil industry.37
Heading the PAB was Charles H. Fahy, an attorney brought from Santa Fe
to Washington, D.C., late in the summer of 1933. Prior to his appointment,
the thirty-six-year-old Fahy had practiced law in New Mexico since 1924.
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During his twenty-month tenure at the PAB, he worked with a network of
local, state, and regional committees to bring about voluntary compliance on
wage, price, and production and marketing practices, and where necessary
he took legal action against noncompliant companies. Fahy was a skilled
administrator—both decisive and appropriately flexible, qualities well suited
to the pragmatism characteristic of New Deal programs during Roosevelt’s
first term.38
To address the complexities and demands of the oil industry, and attract
and hold its support, Fahy’s original national board had fifteen members,
twelve of whom were appointed by the industry. Seven months into his tenure,
in April 1934, he expanded the membership to twenty-six, with twenty-three
members appointed by the industry. The hope was that more compliance
would follow from greater inclusion. But just three months later, in July
1934, “many retail price wars in different parts of the country had developed
into a serious problem. Rebating and secret discounting . . . were unusually
prevalent.” Fahy instructed his staff and the voluntary committees to place
greater decision-making responsibility on companies at the local level. Soon
stabilization committees were formed in communities nationwide by industry
members, who now were required to receive public comment. While this
move brought greater compliance, inequities persisted. The National Association of Petroleum Retailers was still urging more federal regulation to
enforce uniformity in business practices in early May 1935, but three weeks
later the U.S. Supreme Court ruled that the NIRA was unconstitutional and
its activities, including the PAB, immediately came to an end.39
Fahy’s career took a new direction in pursuit of one of the key goals of the
NIRA. Less than seven weeks after the Supreme Court’s ruling, Congress
approved legislation authorizing the establishment of the National Labor
Relations Board (NLRB) and gave it investigative and enforcement power

ill. 4. national labor
relations board general
counsel charles fahy
testifies before the
senate committee on
labor, april 1939
(Photograph by Harris and
Ewing, Inc., reproduced
courtesy of the Library of
Congress, reproduction
number LC-DIG-HEC-26552)
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to ensure fair treatment for workers who organized and collectively bargained
with an employer. Fahy became the first general counsel for the NLRB and
successfully assisted in defending it against numerous legal challenges all
the way to the U.S. Supreme Court, which upheld its constitutionality in
1937. A precursor to the NLRB had been authorized by the NIRA, but it had
no enforcement authority. The need for such legislation can be seen in the
experience of miners in Gallup in 1933 and 1935.40
Coal remained a mainstay of New Mexico mining as the nation entered the
Great Depression, but its fortunes declined along with every other industry. In
Gallup and surrounding McKinley County, production dropped 50 percent,
and at Dawson, 72 percent between 1929 and 1933. Mining companies cut their
labor force, decreased wages by 35 percent to just under four dollars a day,
reduced the work week to two or three days, and required miners to do much
more unpaid maintenance work (“dead work”). As bad as conditions were for
those with jobs, unemployed miners collected government assistance of just
under nineteen dollars a month. Moreover, Euro American townspeople in
Gallup disliked and discriminated against Nuevomexicano and immigrant
miners from Mexico and agitated for their deportation, worked with mine
owners and managers to defeat efforts at unionizing, and resented that, under
Roosevelt, the government paid the unemployed. Against this backdrop of
oppressive conditions and community and employer hostility, a ray of light
emerged in the summer of 1933 with the collective bargaining provision in
the NIRA.41
Within three weeks of its passage, word of this pro-union initiative spurred
Gallup miners to organize. The overwhelming support miners showed for
unionization alarmed company and community leaders and fanned hostility toward the Communist-Party-affiliated National Miners Union (NMU).
Company resistance to union overtures led to a stand-off, followed quickly
by a strike against Gallup-area coal mines on 29 August 1933. The next day,
Democratic governor Seligman declared martial law for McKinley County
and sent the National Guard to disrupt the strike and to assist companies by
protecting replacement workers. The strike and tensions persisted, and the
cost to maintain more than a hundred Guardsmen mounted, until finally
the NMU and companies reached a settlement on 22 November.
Despite the settlement, over the next fifteen months, the tense relationship between miners and coal companies deteriorated into violence and
bloodshed in early April 1935. Miner Exiquio Navarro was arrested on 2
April for defying an eviction notice and trespassing. He had continued to
occupy a house he built on land long leased from the company but that had
recently been sold to a local state senator who repossessed it. On the morning
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of 4 April, Navarro appeared before the local justice of the peace and was
granted a continuance until he could be represented by an attorney. By the
time Navarro emerged from the hearing accompanied by the Gallup sheriff
and deputies, more than a hundred of his supporters had gathered outside. A
palatable tension unnerved the local law officials. Within forty feet of leaving
the justice of the peace’s office, a deputy lobbed a tear-gas canister in reaction
to someone in the crowd attempting to seize Navarro. Shots immediately
rang out. Chaos ensued, and within minutes the sheriff and two bystanders
lay dead. Townspeople claimed unemployed miners rioted, and in response,
armed citizens from veterans groups were sworn in as special deputies. They
swept through Gallup and arrested more than one hundred miners, all of
whom were charged with murder. Deportations also commenced, with more
than a hundred rounded up by the Immigration and Naturalization Service
(INS). Many other Mexican nationals left to avoid the INS. In early October,
a nine-day trial began in Aztec with ten defendants accused of conspiracy and
aiding and abetting murder. The jury deliberated for three hours and acquitted
seven, five of whom were sent immediately to Mexico and the other two, who
were U.S. citizens, were transported out of state. On appeal one of the three
convicted Nuevomexicanos had his sentence overturned, while the other two
were granted pardons in July 1939 contingent on leaving the state.42
Political Economy and Moral Economy43
A contemporary observer of the acquittals, overturned verdict, and eventual
pardons of the Gallup defendants pronounced that these outcomes demonstrated “the American flower of fair play.” Such a conclusion invokes a far
different standard of fairness than envisioned by President Roosevelt, who
sought economic and social justice through collective bargaining to uplift
workers’ standard of living, secure decent wages and reasonable hours, and
improve work conditions. But in a larger sense, the arc of history spanning
1912 to 1940 brought both law and politics to bear on the workplace. Out of
this process emerged a new social contract for miners in New Mexico and
workers across the nation: Roosevelt’s New Deal.44
His social compact had been evolving since the presidency of Woodrow
Wilson, whose activist agenda, especially during World War I and in particular with the War Labor Board, represented merging political economy,
or government policy applied to economic issues, with moral economy,
or laws based on fostering what was seen as right and just in providing for
people’s well-being. By infusing political economy with principles from
moral economy, Wilson presaged an important advance for labor under
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the New Deal—collective bargaining, which was initiated by the NIRA and
expanded and institutionalized under the NLRB. These federal guarantees
of worker rights departed dramatically from how state government in New
Mexico viewed its relationship with labor prior to Roosevelt’s election in
1932. Even as the New Deal’s prolabor policies were being rolled out, the
experiences of Gallup miners in 1933 and 1935 are reminders of residual
hostility harbored in some communities toward workers, especially Mexicans
and Nuevomexicanos. The Gallup coal miners, swept up in mass arrests by
vigilantes mobilized from among veterans, are stark testimony to the gap
separating theory—the political economy at the federal level in New Deal
policies—from the resistance at the local level to a new moral economy and
its worker-rights-centered social contract. Looked at from this angle, Gallup’s
vigilantism is the same mix of racism and xenophobia as found in Bisbee,
Arizona, in 1917. But it is also something profoundly more: evidence of a
fundamental tension inherent in the origin of welfare provisions.
In the early decades of the twentieth century, states and the federal
government began to work out the principles each would follow in creating welfare practices. Two separate paths were followed. At the state level,
workers’ compensation emerged between 1910 and 1920 because employers
recognized it could be crafted to help rather than threaten them. At the
federal level, though, World War I unleashed a wave of legislation and
mandates that reordered labor-management relations and tipped the scale
toward labor. A genuine “reconstructing [of] the social fabric” had begun,
but for many Americans it seemed too much too soon, and fear mounted
“that Federal authority [w]ould usurp State control.” Throughout the 1920s,
the government’s political economy returned to serve business interests, a
trend epitomized in the roughshod manner in which Secretary Fall opened
the Navajo Reservation to oil exploration.
During the 1920s, labor agitation simmered, but its low intensity allowed
the federal government to engage in benign neglect of moral economy issues. The New Deal, of course, embraced moral economy while also trying
to work with private industry to coax it toward support and acceptance.
The difficulties engendered in this attempt at reconciliation were seen in
the problems that Charles Fahy encountered in his efforts to enforce wage
and price controls while ensuring “fair competition” as head of the PAB.
In important ways, the NIRA engendered economic and social fairness;
its foes, however, thought they had stemmed the impact of the NIRA with
the Supreme Court’s decision ruling it an unconstitutional delegation of
legislative action to the president and executive branch agencies. The moral
economy quickly sprouted anew with the NLRB. Business and industry,
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however, never wholeheartedly accepted peacetime initiatives of the moral
economy, and their allies in the Republican Party made resisting them a
perennial campaign issue from the 1930s onward.45
New Mexico (and all states) together with the private sector did eagerly
accept one key part of federalism: money distributed from the U.S. government’s coffers (highway construction funds) or as a result of congressional
legislation (oil royalties). Here was the full force of “the positive capacity of
the state [i.e., federal government] to ‘penetrate civil society.’”
Throughout the 1920s and continuing to the present day, New Mexico
has consistently received more in federal money than Washington took in as
receipts from the state. In 1926 New Mexicans received the sixteenth greatest amount of federal monies per capita among the forty-eight states, while
its taxpayers sent the Bureau of Internal Revenue the nineteenth highest
per capita payments. Comparable figures for 2008 were forty-first lowest in
revenue forwarded to Washington and fifth highest in federal expenditures
among the fifty states. A century after statehood, the most salient features of
New Mexico’s economy are its dependence on federal funding and its lack
of diversity. These trends had their beginning in the several decades after
1912, accelerated in the 1930s, became firmly entrenched during World War
II, and continued to expand thereafter. A recent assessment concluded that
“over the years . . . [federal] funding has been leveraged and morphed into
an unsustainable economic model.” Atomic New Mexico’s place in the nation’s Cold War defenses illustrates the impact the federal government has
had on mining: the boom/bust cycle of uranium from the early 1950s into
the 1980s, then a shift to burying transuranic waste in mines created for the
Waste Isolation Pilot Project near Carlsbad as the Cold War ended. A concomitant feature of the state’s lack of private economic activity is “the passive
dependence on one sector”—public employees funded through state and
federal taxes. But not all federal money has flowed readily. Disputes persist
over amounts collected and payments due American Indians—especially the
Navajos in New Mexico—for oil produced on their lands.46
The Great Depression in New Mexico ended the laissez-faire economic
philosophy carried over from the territorial period into statehood. From the
1930s into the twenty-first century, the principal agent shaping New Mexico’s
economy would be the federal government. Situating the economic history
of mining in New Mexico within the broad context of the state’s economic
development brings into focus the federal government’s interventionist and
redistributive roles. Mining in New Mexico between 1912 and 1940 is a case
study of how Washington, D.C., expanded its regulatory power through
policies that imposed prescriptions and proscriptions onto citizens and state
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officials alike in such matters as taxes, prices, labor relations, and budgets.
The arc of federal activities during New Mexico’s first decades as a state—and
concurrently throughout the other forty-seven states—pursued two objectives: formation of the welfare state and creation of corporate capitalism. In
pursuit of the former, the federal government experimented with aspects of a
moral economy under President Wilson and then systematically institutionalized these practices under President Roosevelt. Corporate capitalism, or
the interdependency of business and government, also evolved in the years
following statehood in a complex relationship in which political economy
increasingly benefited and regulated big business. Looking back over the
twentieth century, we now see that the 1920s and 1930s were a crucial formative stage in which federal power bent extractive industries to national
priorities, a relationship that grew closer in World War II, until by the end of
the twentieth century King Kong—K[coal], Oil, and Natural Gas—fueled
the nation’s economic engine.47
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