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New Deal in action  RELIEF, RECOVERY, REFORM

1933  First 100 Days  Relief & Recovery
1935  1936 Social Reform (Second 100 Days)
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Group Task

Handout A1A3
• Describe the arguments for & against FDR's New Deal 
Programs.  Is the New Deal changing the basic 
character of the American people?

Spirit 329330 & 330332
• Why did FDR's court proposal cause so much debate?  
Explain who is more justified in their argument?
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NEW DEAL LEGISLATION

   Direct Gov't action
   Lower taxes and increase govt spending  Deficit Spending  
Keynesian
         Theory to stimulate the economy
 Relief
1. Emergency Banking Act  federal loans to private bankers
2. FERA  federal $ to states to provide relief to poor
3. Public Works Administration  (PWA)
4. Civilian Conservation Corps (CCC)  provide jobs for men 1825
5. WPA
6. AAA  Agricultural Adjustment Act  raised farm prices by restricting 
production 

Recovery
1. NRA (Nat'l Industrial Recovery Act)  supervise drafting & operation of 
business codes
2. Home owners Loan Corp
3. Fed. Housing Administration
4. Tennessee Valley Authority  expand hydroelectric plant & develop 
nitrate manufacturing to produce cheap fertilizers   leads to authorization 
to build dams, power plants, sell fertilizers & electricity to ppl & 
communities
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Supreme Court Reaction

Judicial Restraint

1. NRA  Schechter Poultry Corp. v. US 
              Declared Unconstitutional
                   a. law illegally gave Congress power to regulate intrastate
                        commerce and violated separation of powers (legis to 
                         exec.)
 2. AAA  United States v. Butler 
                   a. Agriculture is a local, not an interstate, matter (10th Amend.)

FDR'S Court Packing Plan  
        FDR asked Congress to approve a law that would permit the Exec. 
           to increase the number of judges from 9 to 15 (if the judges refused
            retire at age 70)
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SUCCESS or FAILURE?
The New Deal programs lessened the scope of the Depression and 
alleviated a lot of suffering, but America did not achieve a return to 
prosperity during peacetime: as late as 1941, 6 million were still out 
of work. There were still no clear answers to the economic 
questions—While demandside Keynsianism seemed to generate some 
results, no one knew just how much federal spending was required to 
really end the Depression. The war provided the answer to the 
question of how much—and it was a magnitude that only the 
necessities of war could bring about—it was a previously 
inconceivable scale of government activity…

Reforms:

   a. Truth in Securities Act
   b. SEC
   c. GlassSteagall Act  Federal Reserve Act
   d. FDIC
   e. Social Security
   f. Wagner Act
   g. NLRB and Fair Labor Standards Act
   h. TVA  hydroelectric power
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What was the major difference in approach 
to solving the economic crisis between 
Hoover and FDR?

Revolution or Evolution?

Critics:  
      a. Deficit spending  unbalancing the budget
      b. Growth of federal and executive power  inconsistent with 
American tradition
      c.  Increase of bureaucracy
      d. Economic violation of laissezfaire and free enterprise  "socialistic"

Supporters:  
      a. Continuation of Populist and Progressive agendas
      b. bringing more democracy to capitalism
      c. evolution of American tradition 
      d. restoring courage and optimism
      e. work relief and enriching the nation's infrastructure
      f. regulating capitalism and introducing reform
 



Attachments

The stock market crash of 1929.docx


The stock market crash of 1929, which marked the beginning of the Great Depression of the United States, came directly from wild speculation which collapsed and brought the whole economy down with it. But, as John Galbraith says in his study of that event (The Great Crash), behind that speculation was the fact that "the economy was fundamentally unsound." He points to very unhealthy corporate and banking structures, an unsound foreign trade, much economic misinformation, and the "bad distribution of income" (the highest 5 percent of the population received about one-third of all personal income).

A socialist critic would go further and say that the capitalist system was by its nature unsound: a system driven by the one overriding motive of corporate profit and therefore unstable, unpredictable, and blind to human needs. The result of all that: permanent depression for many of its people, and periodic crises for almost everybody. Capitalism, despite its attempts at self-reform, its organization for better control, was still in 1929 a sick and undependable system.

After the crash, the economy was stunned, barely moving. Over five thousand banks closed and huge numbers of businesses, unable to get money, closed too. Those that continued laid off employees and cut the wages of those who remained, again and again. Industrial production fell by 50 percent, and by 1933 perhaps 15 million (no one knew exactly)- one-fourth or one-third of the labor force-were out of work. The Ford Motor Company, which in the spring of 1929 had employed 128,000 workers, was down to 37,000 by August of 1931. By the end of 1930, almost half the 280,000 textile mill workers in New England were out of work. Former President Calvin Coolidge commented with his customary wisdom: "When more and more people are thrown out of work, unemployment results." He spoke again in early 1931, "This country is not in good condition."

Clearly those responsible for organizing the economy did not know what had happened, were baffled by it, refused to recognize it, and found reasons other than the failure of the system. Herbert Hoover had said, not long before the crash: "We in America today are nearer to the final triumph over poverty than ever before in the history of any land." Henry Ford, in March 1931, said the crisis was here because "the average man won't really do a day's work unless he is caught and cannot get out of it. There is plenty of work to do if people would do it." A few weeks later he laid off 75,000 workers.

There were millions of tons of food around, but it was not profitable to transport it, to sell it. Warehouses were full of clothing, but people could not afford it. There were lots of houses, but they stayed empty because people couldn't pay the rent, had been evicted, and now lived in shacks in quickly formed "Hoovervilles" built on garbage dumps.

The anger of the veteran of the First World War, now without work, his family hungry, led to the march of the Bonus Army to Washington in the spring and summer of 1932. War veterans, holding government bonus certificates which were due years in the future, demanded that Congress pay off on them now, when the money was desperately needed. And so they began to move to Washington from all over the country, with wives and children or alone. They came in broken-down old autos, stealing rides on freight trains, or hitchhiking. They were miners from West Virginia, sheet metal workers from Columbus, Georgia, and unemployed Polish veterans from Chicago. One family- husband, wife, three-year-old boy-spent three months on freight trains coming from California. Chief Running Wolf, a jobless Mescalero Indian from New Mexico, showed up in full Indian dress, with bow and arrow.

More than twenty thousand came. Most camped across the Potomac River from the Capitol on Anacostia Flats where, as John Dos Passos wrote, "the men are sleeping in little lean-tos built out of old newspapers, cardboard boxes, packing crates, bits of tin or tarpaper roofing, every kind of cockeyed makeshift shelter from the rain scraped together out of the city dump." The bill to pay off on the bonus passed the House, but was defeated in the Senate, and some veterans, discouraged, left. Most stayed-some encamped in government buildings near the Capitol, the rest on Anacostia Flats, and President Hoover ordered the army to evict them.

Four troops of cavalry, four companies of infantry, a machine gun squadron, and six tanks assembled near the White House. General Douglas MacArthur was in charge of the operation, Major Dwight Eisenhower his aide. George S. Patton was one of the officers. MacArthur led his troops down Pennsylvania Avenue, used tear gas to clear veterans out of the old buildings, and set the buildings on fire. Then the army moved across the bridge to Anacostia. Thousands of veterans, wives, children, began to run as the tear gas spread. The soldiers set fire to some of the huts, and soon the whole encampment was ablaze. When it was all over, two veterans had been shot to death, an eleven-week-old baby had died, an eight-year-old boy was partially blinded by gas, two police had fractured skulls, and a thousand veterans were injured by gas.

The hard, hard times, the inaction of the government in helping, the action of the government in dispersing war veterans-all had their effect on the election of November 1932. Democratic party candidate Franklin D. Roosevelt defeated Herbert Hoover overwhelmingly, took office in the spring of 1933, and began a program of reform legislation which became famous as the "New Deal." When a small veterans' march on Washington took place early in his administration, he greeted them and provided coffee; they met with one of his aides and went home. It was a sign of Roosevelt's approach.

The Roosevelt reforms went far beyond previous legislation. They had to meet two pressing needs: to reorganize capitalism in such a way to overcome the crisis and stabilize the system; also, to head off the alarming growth of spontaneous rebellion in the early years of the Roosevelt administration- organization of tenants and the unemployed, movements of self-help, general strikes in several cities.

That first objective-to stabilize the system for its own protection- was most obvious in the major law of Roosevelt's first months in office, the National Recovery Act (NRA). It was designed to take control of the economy through a series of codes agreed on by management, labor, and the government, fixing prices and wages, limiting competition. From the first, the NRA was dominated by big businesses and served their interests. As Bernard Bellush says (The Failure of the N.R.A.), its Title I, it turned much of the nation's power over to highly organized, well-financed trade associations and industrial combines. The unorganized public, otherwise known as the consumer, along with the members of the fledgling trade-union movement, had virtually nothing to say about the initial organization of the National Recovery Administration, or the formulation of basic policy."

Where organized labor was strong, Roosevelt moved to make some concessions to working people. But: "Where organized labor was weak, Roosevelt was unprepared to withstand the pressures of industrial spokesmen to control the . . . NRA codes." Barton Bernstein (Towards a New Past) confirms this: "Despite the annoyance of some big businessmen with Section 7a, the NRA reaffirmed and consolidated their power. . . ." 

When the Supreme Court in 1935 declared the NRA unconstitutional, it claimed it gave too much power to the President, but, according to Bellush, ". . . FDR surrendered an inordinate share of the power of government, through the NRA, to industrial spokesmen throughout the country."

Also passed in the first months of the new administration, the AAA (Agricultural Adjustment Administration) was an attempt to organize agriculture. It favored the larger farmers as the NRA favored big business. The TVA (Tennessee Valley Authority) was an unusual entrance of government into business-a government-owned network of dams and hydroelectric plants to control floods and produce electric power in the Tennessee Valley. It gave jobs to the unemployed, helped the consumer with lower electric rates, and in some respect deserved the accusation that it was "socialistic." But the New Deal's organization of the economy was aimed mainly at stabilizing the economy, and secondly at giving enough help to the lower classes to keep them from turning a rebellion into a real revolution.

That rebellion was real when Roosevelt took office:. Desperate people were not waiting for the government to help them; they were helping themselves, acting directly. Aunt Molly Jackson, a woman who later became active in labor struggles in Appalachia, recalled how she walked into the local store, asked for a 24-pound sack of flour, gave it to her little boy to take it outside, then filled a sack of sugar and said to the storekeeper, "Well, I'll see you in ninety days. I have to feed some children . . . I'll pay you, don't worry." And when he objected, she pulled out her pistol (which, as a midwife traveling alone through the hills, she had a permit to carry) and said: "Martin, if you try to take this grub away from me, God knows that if they electrocute me for it tomorrow, I'll shoot you six times in a minute." Then, as she recalls, "I walked out, I got home, and these seven children was so hungry that they was a-grabbin the raw dough off-a their mother's hands and crammin it into their mouths and swallowing it whole."

All over the country, people organized spontaneously to stop evictions, in New York, in Chicago, in other cities-when word spread that someone was being evicted, a crowd would gather; the police would remove the furniture from the house, put it out in the street, and the crowd would bring the furniture back. The Communist party was active in organizing Workers Alliance groups in the cities. Mrs. Willye Jeffries, a black woman, told Studs Terkel about evictions:

A lot of 'em was put out. They'd call and have the bailiffs come and sit them out, and as soon as they'd leave, we would put 'em back where they came out. All we had to do was call Brother Hilton. .. . Look, such and such a place, there's a family sittin' out there. Everybody passed through the neighborhood, was a member of the Workers Alliance, had one person they would call. When that one person came, he'd have about fifty people with him... . Take that stuff right on back up there. The men would connect those lights and go to the hardware and get gas pipe, and connect that stove back. Put the furniture back just like you had it, so it don't look like you been out the door.



Thus, two sophisticated ways of controlling direct labor action developed in the mid-thirties. First, the National Labor Relations Board would give unions legal status, listen to them, settling certain of their grievances. Thus it could moderate labor rebellion by channeling energy into elections-just as the constitutional system channeled possibly troublesome energy into voting. The NLRB would set limits in economic conflict as voting did in political conflict. And second, the workers' organization itself, the union, even a militant and aggressive union like the CIO, would channel the workers' insurrectionary energy into contracts, negotiations, union meetings, and try to minimize strikes, in order to build large, influential, even respectable organizations.

The history of those years seems to support the argument of Richard Cloward and Frances Piven, in their book Poor People's Movements, that labor won most during its spontaneous uprisings, before the unions were recognized or well organized: "Factory workers had their greatest influence, and were able to exact their most substantial concessions from government, during the Great Depression, in the years before they were organized into unions. Their power during the Depression was not rooted in organization, but in disruption."

Piven and Cloward point out that union membership rose enormously in the forties, during the Second World War (the CIO and AFL had over 6 million members each by 1945), but its power was less than before-its gains from the use of strikes kept getting whittled down. The members appointed to the NLRB were less sympathetic to labor, the Supreme Court declared sit-downs to be illegal, and state governments were passing laws to hamper strikes, picketing, boycotts.

The coming of World War II weakened the old labor militancy of the thirties because the war economy created millions of new jobs at higher wages. The New Deal had succeeded only in reducing unemployment from 13 million to 9 million. It was the war that put almost everyone to work, and the war did something else: patriotism, the push for unity of all classes against enemies overseas, made it harder to mobilize anger against the corporations. During the war, the CIO and AFL pledged to call no strikes.

Still, the grievances of workers were such-wartime "controls" meant their wages were being controlled better than prices-that they felt impelled to engage in many wildcat strikes: there were more strikes in 1944 than in any previous year in American history, says Jeremy Brecher.

The thirties and forties showed more clearly than before the dilemma of working people in the United States. The system responded to workers' rebellions by finding new forms of control-internal control by their own organizations as well as outside control by law and force. But along with the new controls came new concessions. These concessions didn't solve basic problems; for many people they solved nothing. But they helped enough people to create an atmosphere of progress and improvement, to restore some faith in the system.
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