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DOCUMENT 1 Woodrow Wilson - President 1913-1921
Upon taking office, Woodrow Wilson became only the second Democratic president since 1861. Wilson was very much an idealist. He was intelligent and calculating, but the public perception was that he was emotionally cold and distant. A Democratic majority in both houses of Congress was eager to show the public that their support was not misdirected. His plan was called “The New Freedom.” 
 “But the evil has come with the good, and much fine gold has been corroded (ruined).  With riches has come inexcusable waste.  We have squandered (wasted) a great part of what we might have used, and no stopped to conserve the exceeding bounty of nature…We have been proud of our industrial achievements, but we have not stopped to count the human cost, the cost of lives lost, of energies overtaxed and broken, the fearful physical and spiritual cost to the men, women and children…The New Freedom was the effort of small businessmen and farmers to use the government against the larger collective organization of industry.” - President Wilson’s First Inaugural Address (1913) 

Wilson personally appeared before Congress to call a special session to discuss tariffs in early 1913. Moved and stunned by Wilson’s eloquence and force of character, Congress immediately designed the Underwood Tariff Bill, which significantly reduced import fees.

The Underwood Tariff Bill brought the first significant reduction of duties since before the Civil War. In order to make up for the loss in revenues caused by the lower tariffs, the Underwood Bill introduced a graduated income tax. This new tax was introduced under the authority of the recently ratified Sixteenth Amendment. Initially, the tax was levied on incomes over $3,000, which was significantly higher than the national average. However, by 1917 the revenue from income taxes greatly exceeded receipts from the tariff. This margin has continued to grow exponentially over the years.After tackling the tariff, Wilson turned his attention to the nation’s banks. The country’s financial structure was woefully outdated, and its inefficiencies had been exposed by the Republican’s economic expansion and the Panic of 1907. The currency system was very inelastic, with most reserves concentrated in New York and a few other large cities. These resources could not be mobilized quickly in the event of a financial crisis in a different area. Wilson considered two proposals: one calling for a third Bank of the United States, the other seeking a decentralized bank under government control.

Siding with public opinion, Wilson called another special session of Congress in June of 1913. He overwhelmingly endorsed the idea of a decentralized bank, and asked Congress to radically change the banking system. Congress passed the Federal Reserve Act, which was arguably the greatest piece of legislation between the Civil War and Franklin Roosevelt’s New Deal. The Act created a Federal Reserve Board, which oversaw a system of 12 regional reserve districts, each with its own central bank. This new system also issued Federal Reserve Notes, paper currency that quickly allowed the government to adjust the flow of money, which are still in use today. The Federal Reserve Act was instrumental in allowing America to meet the financial challenges of World War I and emerge from the war as one of the world’s financial powers. Congress presented Wilson with the Federal Trade Commission Act of 1914. This act allowed the government to closely inspect companies engaged in interstate commerce, such as meatpackers and railroads. The Commission investigated unfair trading practices such as false advertising, monopolistic practices, bribery, and misrepresentation.

Following closely behind the Federal Trade Commission Act of 1914, was the Clayton Act of 1914. It served to strengthen the Sherman Anti-Trust Act of 1890 (the first measure passed by the U.S. Congress to prohibit trusts) and redefine the practices that were considered monopolistic and illegal. The Clayton Act provided support for labor unions by exempting labor from antitrust prosecution and legalizing strikes and peaceful picketing, which were not part of the Sherman Act. Renowned American Federation of Labor union leader, Samuel Gompers, declared the Clayton Act the “Magna Carta” of labor. Unfortunately, labor’s triumph was short-lived, as conservative judges continued to curtail union power in controversial decisions. Wilson also passed the 19th amendment which gave women the right to vote. Under Wilson’s president – several amendments were added:
  17th Amendment ratified calling for direct election of Senators (1913) 

  16th amendment was passed, instituting a graduated income tax 
  18th Amendment ratified prohibiting alcoholic beverages (1919) (but Wilson tried to veto this)
  19th Amendment ratified giving women the right to vote (1920)
