FDR and The New Deal!
AIM: Did FDR stave off revolution with the New Deal?
A. Background

The New Deal program aimed at three objectives: relief for workers, farmers, and the unemployed; recovery for the nation’s economy; and reform to prevent economic problems in the future.  FDR immediately began creating programs like the Civilian Conservation Corps, which employed young men from poor families.  These men were trained to perform important services such as protecting natural resources, building parks and activities of that nature.  He also started several temporary work programs.  These were short-term solutions, but FDR had long term plans for the American economy.  
B. How do we problem solve? 
 “We have two problems: first, to meet the immediate distress; second, to build up on the basis of permanent employment.  As to “immediate relief” the first principle is that this nation owes a positive duty that no citizen shall be forced to starve…In addition to providing emergency relief, the Federal government should and must provide temporary work whenever that is possible…Finally, we call for a coordinated system of employment exchanges, the advance planning of public works and unemployment reserves.” – FDR, 1932
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The New Deal’s 3 R’s
	Relief
Immediate action to stop the economy’s deterioration (falling apart). Measures were short-term steps designed to tide people over until the economy recovered.  There was no unemployment insurance as there is today, and many more were without food or shelter.  They needed immediate help.  Giving people money to spend also increased the demand for products.
	Recovery
“Pump-Priming”

Temporary programs to restart the flow of consumer (people) demand. Measures were designed to stimulate production and restore the economy by increasing production incentives (motivation) and rebuilding people’s purchasing power.  


	Reform
Permanent programs to avoid situations causing contractions and insurance for citizens against economic disasters. Measures sought to correct defects in the economy to ensure that all depression would never strike again.  Reforms protected people against risks they could not handle on their own. 



	Bank Holiday  - banks close for reorganization; 1933: During the Mass closings of banks, Roosevelt temporarily closed all banks do people could not go to them to take their money out. 

 Emergency Banking Act and 

FERA (Federal Emergency Administration) – gave relief to unemployed and needy
	AAA (Agricultural Adjustment Act) 1933 – Paid farmers not to grow certain crops.


	Securities and Exchange Commission (SEC). This agency set rules and regulations concerning trading that put all investors on a level playing field.

	TVA (Tennessee Valley Authority) 1933 – Built dams to provide cheap electric power to southern states.  Set up schools and health centers.
	NRA (National Recovery Administration) 1933 – Regulated wages and made working conditions better.
	FDIC (Federal Deposit Insurance Corporation) 1933 – Insured savings accounts in banks.

	CCC (Civilian Conservation Corps.) 1933 provided jobs to young men to plant trees, build bridges and parks.
	Home owners Loan Corp.
	SSA (Social Security Act) 1935-1937  – Set up a system of pensions for elderly, unemployed and handicapped.

	PWA (Public Works Administration) 1935 – Built ports, schools, and aircraft carriers.  
	WPA (Works Progress Administration) – Employed men and women to build hospitals, schools, parks, and airports.
	National Labor Relations Board

	WPA (Works Progress Administration) – Employed men and women to build hospitals, schools, parks, and airports.
	REA (Rural Electricfications Act) – Loaned money to extend 

electricity to farmers.


	

	Civil Works Administration 
	
	


New Deal programs that remain in operation in 2014:

Abandonment of gold standard, 1933: gold reserves no longer backed currency; still exists 

Tennessee Valley Authority (TVA), 1933: effort to modernize very poor region (most of Tennessee), centered on dams that generated electricity on the Tennessee River; still exists! 

Federal Deposit Insurance Corporation (FDIC) / Glass-Steagall Act: insures deposits in banks in order to restore public confidence in banks; still exists! 

Securities Act of 1933, created the SEC, 1933: codified standards for sale and purchase of stock, required risk of investments to be accurately disclosed; still exists!
Social Security Act (SSA), 1935: provided financial assistance to: elderly, handicapped, paid for by employee and employer payroll contributions; required years contributions, so first payouts were 

1942; still exists! 

National Labor Relations Act (NLRA) / Wagner Act, 1935: set up National Labor Relations Board to supervise labor-management relations; In 1930s it strongly favored labor unions. Modified by the Taft-Hartley Act (1947); still exists! 

Fair Labor Standards Act (29 U.S. Code Chapter 8), 1938: established a maximum normal work week of 40 hours, and a minimum pay of 40 cents/hour; still exists!
DOCUMENT #1 Problem Solving – Banks and Employment 
A. Background
First Hundred Days: first 100 days of FDR’s presidency: Passed 15 pieces of New Deal legislation: Reform banks, create jobs, restore credibility to the economy, millions helped

Fireside Chats: informal radio broadcasts about issues of public concern. Americans feel as if FDR is speaking directly to them (support for New Deal increases).
Roosevelt explained his ideas to the American people over the radio in informal talks known as fireside chats.  He tried to build people’s confidence by telling them things would get better, hoping that his listeners would begin buying and investing again. 

B. The Banks
FDR’s Fireside Chat, 3/12/33
“I do not promise you that every bank will be reopened or that individual losses will not be suffered, but there will be no losses that possibly could be avoided; and there would have been more and greater losses had we continued to drift.  I can even promise you salvation for some at least of the sorely pressed banks.  We shall be engaged not merely in reopening sound banks but in the creation of sound banks through reorganization…It has been wonderful to me to catch the note of confidence from all over the country.  I can never be sufficiently grateful to the people for the loyal support they have given me in their acceptance of the judgment that has dictated our course, even though all of our processes may not have seemed clear to them.” 
Glass-Steagall Banking Reform Act of 1933 – Provided the Federal Deposit Insurance Corporation (FDIC), which insured individual deposits up to $5,000 (later raised). Thus ending the epidemic of bank failures. 
End to Gold Standard – stopped the hoarding of gold by required all private ownership to be turned into the government for paper currency. Leads to a “managed currency.”
C. Employment 

National Industrial Recovery Act (NIRA): “If all employers in each competitive group agree to pay their workers the same wages, reasonable wages, and require the same hours – reasonable hours, than higher wages and shorter hours will hurt no employer.  Moreover, such action is better for the employer than unemployment and low wages, because it makes more buyers for his product.  This is the idea behind the NIRA.” – FDR, July, 1933.
Response to the NIRA regulations: “Congress turned over to the President the power which the Constitution gave it, upon the plea of the President that emergency made it necessary.  However an abuse of power has arisen.  Who could have foreseen the powers that would be given the NIRA?  Did anyone suppose that every little business in the nation would be controlled by Washington?  The bureau administering this act has violated our rights under the Constitution to regulate commerce and the people’s right to free enterprise.” – Senator Daniel Hastings, 1934
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“Ring around a Roosevelt, pockets full of dough” 
Civilian Conservation Corps (CCC) – provided employment in fresh air government camps for ~3million uniformed young men, many of whom might otherwise have been driven by desperation into criminal habits. Useful work including reforestation, firefighting, flood control, and swamp drainage. Required to help parents by sending home pay. 
DOCUMENT #2 Problem Solving – Labor and Farming 
A. Labor
(1) Blacks and the New Deal: “Even in the administration of federal relief, the Civil Works program, the AAA, etc., there has even, particularly in the lower South, a tendency to perpetuate existing inequalities.  Negro tenants received pitifully little of the crop money last fall.  In allotting Civil Works Administration jobs, employment offices throughout the south ignored the Negro skilled worker as if he did not exist.  In one tobacco center, 13% of the white CWA workers received the skilled rates of pay, while only 1.2% of the Negro workers received such pay.  If skilled Negroes worked, they worked at the unskilled rates.” 

– John Davis, Joint Committee for Recovery
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(2) National Recovery Administration (NRA): combines immediate relief with long-range recovery and reform; assisted industry, labor, and the unemployed; inspired fair competition, hours reduced so employment could be spread among more people, minimum wage levels set. 
Works Progress Administration (WPA) 1935 – employment on useful projects, ex. infrastructure. 
B. Farming
(1) Agricultural Adjustment Act (AAA): The AAA sought to help economically strapped farmers by, among other measures, reducing crop production in order to boost prices.  The federal government intervened in the nation’s farms to an unprecedented degree in 1933, with mixed success.  Prices increased significantly, for example cotton sold for $10 more per pound. However, actions such as plowing under ten million acres of cotton and slaughtering six million piglets (which were processed and distributed to the unemployed) raised questions among both farmers and consumers about why such destructive actions were needed at a time when Americans were going hungry.  

“My husband always managed to make something with his farming until this strange New Deal began being shuffled out to us.  We know that there were enough figures to show that not overproduction, but under consumption was the trouble, that the chief obstacles to fair returns on our farming business were too high costs of distribution and the costs of what we had to buy.  Prices for labor were too high.  We do not see how any economic good can come from paying off farmers to destroy their goods rather then for hard labor and products.” 
– Farmer’s wife, MO

Agricultural Adjustment Administration (AAA) – made available millions of dollars to help farmers meet their mortgages. Through “artificial scarcity” this agency was to establish “parity prices” for basic commodities. “Parity” was the price set for a product that gave it the same real value, in purchasing power, that it had enjoyed during the period from 1909-1914. Eliminates surpluses! 
DOCUMENT #3 Problem Solving – Aging Population and Housing
A. Aging Population 

Social Security Act: “This social security measure gives at least some protection to thirty million of our citizens who will reap direct benefit through unemployment compensation, through old age pensions, and through increased services for the protection of children and the prevention of ill health.  Unemployment insurance will, within a short time, considerably lighten the public burden of caring for the unemployed.  It will materially reduce relief costs in future years.  In essence, it is a method by which reserves are built up during periods of employment from which compensation is paid to the unemployment in periods when work is lacking.” 




– FDR, August 1935.

Response to the SSA: “While Social Security will affect over 30 million Americans, many groups are excluded.  This includes domestic workers, day laborers, and farmers.  It’s aimed at helping people that have an opportunity to build up a savings and ignores the plight of those in need of security for the future.” 




– Senator Daniel Hastings, Rep. – Delaware, March 1935.

B. Housing 

(1) Tennessee Valley Authority: On may 18, 1933, FDR signed the Tennessee Valley Authority Act.  The Tennessee River ran through 7 states, through some of the most disadvantaged areas in the South.  TVA was designed to improve navigability on the Tennessee River, provide for flood control, plan for reforestation and the improvement of marginal farmlands, and assist in industrial and agricultural development. 

(Tennessee Valley Authority (TVA)  - (most revolutionary scheme!) an agency that determined how much production and distribution of electricity cost, creating a “yardstick,” a fairness test to ensure proper rates…which affected private companies. (Some argued this was Socialism creeping in to take over!)) 
(a) “Today I took a trip down to Norris Dam and the town of Norris.  Nearly 10,000 men are working in projects all over the area.  Thousands of them are residents of the Valley, working five and a half hours a day, five days a week, for an acceptable wage.  Houses are going up for them to live in – better houses than they lived in before.  And in their leisure time they are studying farming, trade, the art of living, and preparing themselves for fuller lives.” 




– Lorena Hickok, resident

(b) “Knoxville sure is benefiting from the TVA.  Government run power plants offer lower rates for electricity, forcing privately owned companies to do the same…I put an electric hot water heater in some time ago but it was too expensive.  But now, with this new rate, I can use it!  I can use all the electric appliances that I’ve lived without for so long!”   - Lorena Hickok, resident

(2) Structure of Housing!

Like many chief executives around the world, facing failing urban housing markets, Roosevelt decided to put the Federal government directly into the housing business.  FDR created the 1937 Act establishing a four-point system, a structure: 

1. Public ownership: Direct public ownership of the housing.

2. Local ownership: Even if funded from Washington, each property was to be owned by local 
 
                 housing authorities.

3. Up-front grants (a money award): Grant-based funding of all capital ($) costs, therefore no debt.

4. Cheap rents: Set at the cost of operations.

Home Owners’ Loan Corporation (HOLC) – refinance mortgages on nonfarm homes. Got FDR and Democrats middle class support!
CRITICISMS + COURT CASES
Supreme Court and FDR Legislation
Directions: Each group member must take a document and fill out the charts and writing exercise provided. 

DOCUMENT #1 Supreme Court Determines Constitutionality of New Legislation
A. Should the President be able to change the structure of the government to ensure support for his policies?

      FDR had so many policies that he wanted to change but the Supreme Court was getting in the way.  He believed that the answer to the question of changing around the structure of the government to support his policies was yes! – he believed it could be done.  He felt as if it was unfair that former Presidents had influence on the Supreme Court through their appointments of Supreme Court Justices (judges).  He proposed (suggested) a policy to “reorganize” the court system.

Judicial-Reorganization Bill, 1937 - the president would have the authority to appoint an additional Supreme Court Justice for each current justice that was over 70.5 years old who was serving on the Court.  This was called “Court-Packing,” and would have allowed FDR to appoint up to six more justices to the Court!
Republicans and many Democrats were outraged.  Congress would not back down, they would not have voted to make the bill into a law.  Luckily for FDR the Supreme Court at the same time began to uphold the constitutionality of some of the New Deal programs, for instance, the Wagner (Labor) Act and Social Security Acts.  During FDR’s second term several justices retired so he was able to appoint a majority on the Supreme Court, meaning there were enough people on the Court that supported FDR’s Democratic beliefs.  

(1) Schechter Poultry Corp. v. United States (1935) Constitutionality of New Deal Programs…
Applicable Law: National Industrial Recovery Act: Establishes fair-competition codes including setting wages, hours, and working conditions; guarantees labor’s right to organize.

Schechter Poultry was accused of selling unfit chicken to a butcher.  Schechter and the butcher are both based in Brooklyn, NY.  All of Schechter’s business was conducted in New York.  Schechter Poultry Corp. was charged by the federal government, which argued that the National Industrial Recovery Act allowed the federal government to regulate trade throughout the nation.  Under the NIRA, the President had the power to issue “codes of fair competition” including price ranges, minimum wages, and maximum hours.  The Court held that Congress, not the President, has the power to create codes governing interstate.  Therefore, the NIRA violates the constitutional separation of powers.  Moreover, the Court stated that “Congress has the right to establish codes for interstate trade,” meaning that these rules do not apply to Schechter, which is an intrastate business.  The NIRA was too far-reaching.  For these reasons, the Court ruled that it was unconstitutional.  

Court Holding?   Implications?

(2) Despite his reelection landslide, Roosevelt's mainstream opponents gained steam in the latter part of the decade. Frustrated by a conservative Supreme Court overturning New Deal initiatives, FDR hatched a "COURT PACKING" scheme. He proposed that when a federal judge reached the age of seventy and failed to retire, the President could add an additional justice to the bench. This thinly veiled scheme would immediately enable him to appoint six justices to the high court.

Supreme Court and FDR Legislation
Directions: Each group member must take a document and fill out the charts and writing exercise provided. 

DOCUMENT #2 Increased Power of the President (and Federal Government) 
(1) The office of President had been altered beyond recognition as Mr. Roosevelt exercised the powers of a dictator…” – Governor Huey Long

(2) Court Packing

When the Supreme Court ruled several of FDR’s government programs illegal, FDR tried to “pack the court.”  He asked Congress to make the following reforms (which Congress voted against):


1)  any justice [judge] reaching the age of 70 could retire at full pay


2)  if they did not retire, the President could appoint an additional justice
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3)  up to a maximum of six additional justices could be appointed.  

As Chief Justice of the Supreme Court during the New Deal, Charles Evans Hughes often voted to uphold controversial legislation. But there was little doubt when it came to FDR's "court-packing scheme" — Hughes was vehemently opposed. 
(3) 4-Term President  

After winning in a landslide election in 1936, the Great Depression was still happening in America when the next election year, 1940 came.  Roosevelt stated that America still needed him as President during these tough times, and ran again and one – breaking the 2-term precedent that every President followed since George Washington.  In 1944, FDR ran and won again, this time using World War II as an excuse why he should break tradition.  

Conservative Democrats and Republicans charged FDR with abuse of power and failed to support the plan. During the 1938 Congressional elections, Roosevelt campaigned vigorously against anti-New deal Democrats. In nearly every case, the conservatives won. This COALITION OF SOUTHERN DEMOCRATS AND REPUBLICANS dominated the Congress until the 1960s and effectively ended the reform spirit of the New Deal.
(4) Carter v. Carter Coal Company (1936) 

Applicable Law: the “Bituminous Coal Conservation Act of 1935.”  The purposes of this law are to make the coal mining industry more stable and to promote interstate commerce.  

The Bituminous Coal Conservation Act is only valid if it regulates interstate commerce.  Plainly, incidents leading up to and ending in the coal mine are not activities of this type.  The employment of workers and the fixing of their wages, hours, and working conditions – each are activities for the purpose of production, not trade.  The trading of coal is brought about by negotiations, agreements, and other circumstances entirely apart from production.  The obvious conclusion is that this law falls into the area of production, not trade.  “Thus we [the Court] declare that the federal government does not have the power to regulate wages, hours, or working conditions because these are not a part of interstate commerce.

Court Holding?    Federal ability to regulate trade?    Implications? 

Supreme Court and FDR Legislation
Directions: Each group member must take a document and fill out the charts and writing exercise provided. 

DOCUMENT #3:  The New Deal Did Not Help the Economy

A. The Economy 
(1) “Now in the third year of his administration [1935], we find more of our people unemployed than at any other time.  We find our houses empty and our people hungry, many of them half-clothed and many of them not clothed at all.” 
- Governor Huey Long of Louisiana 
(2) “Roosevelt taxed the businessmen to give the working classes greater purchasing power, however, to meet the new burden, the businessmen will have to lay off more workers or raise their prices:  tell me how this benefits anyone?”  - Historian and economist Milton Friedman.  
(3) “In order to fund the New Deal, Roosevelt created a budget deficit [when the government spends more money than it has].  These millions of dollars did not even reduce unemployment dramatically and it even began to increase again in 1937.”
- Historian and economist Milton Friedman.  
(4) U.S. vs. Butler (1936) 

Applicable Law: Agricultural Adjustment Act - direct payments to farms to reduce production.

The Agricultural Adjustment Act of 1933 attempted to raise and stabilize farm prices by making agreements with them to reduce production.  For cooperating with this program, farmers were to be paid with funds raised by taxing the processors of agricultural products.  Butler, a processor, challenged this in court.  The Court stated that “taxes are legal when the money raised is used to support the government, not other citizens.”  It also stated that “Taxation has never been thought to mean taking money from one group to give it to another.”  The Court ruled that the AAA was meant only to regulate production and that tax money could not directly be used to finance this objective.  Therefore, the AAA was unconstitutional.   

Court Holding?   Implications? 

B. It changed American values

(1) “In time it became clear that he had changed the fabric of American society and done much to alter the American spirit of self reliance…replacing it with a reliance on the government instead.   The Protestant work ethic and Rugged Individualism that made America great has been replaced with this New Deal that has made men serfs to the government.”   - Historian Edgar E. Robinson, 1955

(2) “Oh, capitalism shall never again flourish as once it did.  Capitalism has been almost taxed out of existence in an effort to meet the [unemployment] coupons and welfare programs” - Governor Huey Long
 
C. It did not help minorities and women.
“Roosevelt was not a big believer in Civil Rights and also did not want to step on the toes of [more traditional and even racist] Congressmen who he needed support of.  Because of this, New Deal programs offer more opportunities to white men than to women and minorities.  Women and African Americans were each paid less than their white male counterparts.”  
- Historian Edgar E. Robinson
Supreme Court and FDR Legislation
Directions: Each group member must take a document and fill out the charts and writing exercise provided. 
DOCUMENT #4: Even the far left (very liberal) criticized the New Deal for not doing enough:
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One major threat to FDR came from FATHER CHARLES E. COUGHLIN, a radio priest from Detroit. Originally a supporter of the New Deal, Coughlin turned against Roosevelt when he refused to nationalize the banking system and provide for the free coinage of silver. As the decade progressed, Coughlin turned openly anti-Semitic, blaming the Great Depression on an international conspiracy of Jewish bankers. Coughlin formed the NATIONAL UNION FOR SOCIAL JUSTICE and reached a weekly audience of 40 million radio listeners.


Advocating a program to "share the wealth," U.S. Senator from Louisiana Huey "Kingfish" Long in August 1935 announced his intention to run for President 
against FDR, but an assassin's bullet ended his life less than a month later.

Another reformer who felt the New Deal had not gone far enough was FRANCIS TOWNSEND, a doctor from Long Beach, California. Townsend proposed the OLD AGE REVOLVING PENSION. This plan called for every American over the age of sixty to retire to open up jobs for the younger unemployed. The retirees would receive a monthly check for $200, a considerable income during the Depression. There was one catch. The recipients had to agree to spend the entire sum within a month. Townsend argued that this plan would ignite the economy, as well as provide for a proper pension for those who had worked so hard for so long.

The person considered the greatest threat to Roosevelt politically was HUEY "THE KINGFISH" LONG of Louisiana. Long was a rollicking country lawyer who became governor of Louisiana in 1928. As governor, Long used strong-arm tactics to intimidate the legislature into providing roads and bridges to the poorest parts of the state. He emerged onto the national scene with his election to the United States Senate in 1930. In 1934, he started a movement called "SHARE OUR WEALTH." With the motto "EVERY MAN A KING," Long proposed a 100% tax on personal fortunes exceeding a million dollars. The elderly would receive pensions. The poorest Americans were promised an estate worth no less than $5000, with a $2500 yearly minimum income guaranteed. Democrats worried that a Long bid for the Presidency might steal votes from FDR in 1936, but an assassin's bullet ended the Kingfish's life in 1935.

