FDR and The New Deal
I. The Crash

A. Causes

1. the farm crisis:  surplus, low prices, and high costs.

2. chronic unemployment in many sectors 

3. wealthy speculate in real estate and securities

4. Smoot-Hawley Tariff limited foreign purchase of US goods

B. Hoover’s Response 

1. Federal Farm Board purchased surplus grains, but did not raise prices.

2. $3 billion on public construction programs to ease job shortage and develop infrastructure

3. The Reconstruction Finance Corporation loaned $1.5 billion to 5,000 firms on verge of collapse

C. The Bonus Army: 12,000 veterans demanding Congressional support and driven from city by Hoover and Douglas MaCarthur (spring 1932)

D. The New Militant Mood

1. Unemployed Councils

2. Farmers’ resistance

E. FDR’s landslide victory (11/1932)

II. Creating Scarcity:  The Early New Deal, 1933-1935

A. Banking 

1. Holiday to Recover Reserves

a. Only Fed Reserve banks allowed to reopen

b. Prohibition of gold hoarding

c. Devaluation of the dollar

d. Within 2 months, 12,000 banks and 90% of deposits operating normally.

e. As alternative to nationalizing

2. Glass-Steagall Banking Act of June, 1933

a. separated commercial and investment banking
b. Created FDIC to restore investor confidence, $5,000 guaranteed per depositor.

c. Empowered Fed Reserve to regulate interest rates

3. The Home Owners Loan Corporation Protected homeowners from mortgage foreclosures

4. Federal Housing Administration

a. Helped middle class families with loans for building and improvement

b. Aid for poor did not come until 1937

B. The Securities Act (5/33)

1. Truth in securities:  investors entitled to full and accurate information

2. Reduced possibility of “insider” trading

3. Securities Exchange Act (6/34) created SEC to regulate purchase of securities.

C. Expand money supply

1. Purpose:  raise prices, encourage output, stimulate exports

2. Method:  print greenbacks, reduce gold content, unlimited coinage at variable silver/gold ratio

3. Raise gold price in order to raise general price (failed)

D. Business:  The NIRA suspended anti-trust laws

1. production quotas

2. price agreements

3. wage scales, maximum hours, and child labor reduction
4. collective bargaining

5. administered by National Recovery Administration

6. promoted by war propaganda machinery

7. problems

a. bureaucracy

b. discrimination vs. small firms

c. Schechter Poultry v. US declared as unconstitutional

i. Granted legislative powers to executive.

ii. Federal encroachment of state authority

d. Hurt consumers by raising prices

E. Agriculture:  the AAA

1. background:  Midwest farmers in revolt against foreclosures

2. subsidies for acreage withdrawn from production

3. subsidies paid for by millers, ginners, and packers

4. low interest loans to retain property

5. problems

a. favored large producers

b. did little for sharecroppers and tenants
i. 46% of whites

ii. 77% of blacks

c. raised food prices at a time of massive hunger
6. some success:  net farm income rose dramatically by 1936

7. Farm Tenancy Act (1937)

a. Focused on neglected tenant farmers

b. Made loans available

c. Encouraged cooperation

d. Modest approach to desperate problem

F. The TVA

1. Government entity empowered to 

a. buy, build, and operate dams.

b. Undertake regional planning to improve living standards

2. Purpose:

a. Generate electricity

b. Plan reforestation

c. Flood control

3. boldest of all New Deal experiments

a. 40,000 m2

b. Seven states

4. success

a. helped keep electricity rates down

b. recovered flood lands lost to cultivation

c. survived court challenge of utility companies

G. Unemployment

1. CCC

a. 500,000 young men 18-25

b. Reforestation, roads, dams mosquito control

c. $30/mo. With $22 sent to families.

2. Federal Emergency Relief Administration (FERA)

a. Direct emergency relief

b. Tied to jobs that did not compete with private sector

c. Succeeded by WPA in December 1935

3. PWA

a. Planned bridges, dams, hospitals and other projects

b. Contracted private agencies to build

4. WPA under Harry Hopkins
a. Spent 11.3 b

b. Employed 3.3 million directly and 8 million indirectly

c. Hospitals, bridges, power plants, post offices, school buildings, slum clearing, army posts, naval stations.

d. Humanities and arts

5. evaluation

a. generally efficient

b. source of political favoritism

c. did not significantly reduce unemployment

III. The “Second” New Deal:  The Welfare State and Mixed Economy (1935-1938)

A. The Neo-Populist Challenge

1. Huey Long: “Share Our Wealth Plan”

a. High taxes to guarantee $2500 to every family

b. Could have undermined New Deal coalition

c. Assassinated in September 1935

2. Dr. Francis Townsend:  Pensions for the elderly

a. Sales tax to guarantee $200 to all over 60

b. Intended to seed consumer spending

c. Forged block of 3-7 million supporters

3. Father Charles Coughlin:  National Union for Social Justice

a. Living wage

b. Nationalization of banks, utilities, and natural resources

c. Drifted toward fascism and anti-Semitism

B. Revenue Tax Act of 1935

1. 75% on incomes over $5 m

2. holding companies and corporate taxes also raised

C. The Public Utility Holding Company

1. the context:  13 holding companies controlled 75% of electric power market

2. the law:  companies must demonstrate management efficiency must be dissolved

D. Social Security Act (1935)

1. retired

2. infirm

3. unemployed:  ca. 15 weeks of benefits
4. juvenile survivors

5. excluded:  ag workers, household servants, government employees, and religious or charitable organizations

6. funding source:  payroll tax on employers and employees

E. The National Labor Relations (Wagner) Act

1. right to collective bargaining exclusively by representatives of simple majority of workers

2. prohibited management interference in organizing

3. mediation board (NLRB)

a. certify elections

b. mediate disputes

4. right to strike

5. effects

a. broke up 340 company unions

b. 10.5 m. union members by 1941

c. CIO split from AFL (crafts union) and became more militant.  Eventually represented auto and steel workers

IV. The New Deal Coalition

A. Organized labor, both AFL and CIO
B. Ethnics

C. Northern Blacks
1. despite considerable discrimination and failure to reduce unemployment

2. despite failure to promote voting rights in south

D. Southern whites

E. Liberal professionals and intellectuals

F. Farmers

G. Small business

V. The End of the New Deal

A. The Court-packing scheme

1. add a judge for each one over age of 70

2. at the time, would have expanded court to 15 members

3. NB the number of Supreme Court judges not fixed

B. The Fair Labor Standards Act:  The Last Deal (1938)

1. federal minimum wage ($.25/hr)

2. maximum hours (44)

3. 1.5X for overtime

4. abolished child labor

a. under 16 not allowed in factories

b. under 16 not allowed during school hours

C. The Roosevelt Recession of 1937

1. unemployement increased by 4 million

2. causes

a. cuts in WPA and other ND programs

b. high taxes cut private investment

c. social security funds in treasury cut purchasing power.

3. effects:  

a. FDR attacks recalcitrant southern Democrats and big business “collectivists”

b. Republicans with big gains in 1938 midterms

VI. Evaluating the New Deal

A. negative

1. Did not significantly reduce unemployment or poverty.

2. constitutional challenges

3. failure to balance budget

4. increased national debt from 22.5 b to 43 b 1933-1940

5. increased bureaucracy from 600,000 to over 1 million

6. did little on race and civil rights

B. positive

1. national income rose from 40 b to 73 b

2. eased burden of poverty and unemployment

3. farmers recovered some lost purchasing power

4. workers gained from wage and hours limits and right to organize

5. middle class given means to preserve savings and homes
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