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INTRODUCTION

Parallels between the Great Depression of the 1930s and the 2007–2008 global economic
meltdown abound. The crisis that hit in 2008 began as severely as that of the Great
Depression. In the twelve months following the economic peak in 2008, industrial production
fell by as much as it did in the first year of the Depression, while equity prices and global
trade fell even more.1 As in the earlier period, panic swept financial centers across the world,
and there was fear that the capitalist system had come undone. Most accounts of the parallels
between the two periods, however, deal only with the economic similarities—the asset
bubbles that, in the 1930s, resulted in a near complete collapse of the economic system, and
the speculative frenzy of the current period that resulted in a near collapse of the global
economy. Few, however, have sought to mine that past experience for lessons that might help
us resolve the dilemmas of the contemporary crisis.

While the New Deal as a response to the Great Depression has received renewed attention
in the current period, that attention has been focused primarily in the realm of fiscal and
monetary policy. Yet the New Deal’s larger legacy “has been mostly forgotten or expunged
except for a few highlights recycled in national memory.”2 Seldom have book-length
assessments of the New Deal’s response to the Great Depression covered its full range of
policy arenas. This book aims to fill that gap. We not only assess the successes and failures of
the New Deal’s response to economic crisis, but we enlarge the framework for understanding
both the Great Depression and our contemporary crisis by including the environmental crises
that afflicted both periods. Although these are of different magnitudes, we can nonetheless
learn from the New Deal response. In addition, we assess the degree and efficacy of the
popular responses to economic crisis in the 1930s with popular responses in the
contemporary period.

People are hungry for solutions to the myriad problems we face today, whether these be
the corruption and incompetence of government, the high costs of unemployment and
mortgage foreclosures, the unfinished business of health care reform, declining wages and
incomes, deepening inequality, welfare state cutbacks, costly and unjust wars, the poisoning
of our food, air, and water, or the threat of climate catastrophe. Issues such as these are
considered in this book with a view to determining the relevance to current crises of New
Deal responses to a set of somewhat similar issues.

Politicians and pundits love to analogize from history—take George W. Bush’s
comparison of Saddam Hussein to Hitler in the run-up to the Iraq war. Yet no period of
history is ever an exact replica of the past. That the world is constantly changing is a given,
but, for those concerned about making or influencing policy decisions today, it is important to
understand the patterns that history imposes. Path dependency theorists have shown us that
institutional patterns set in motion in the past often define the limits and possibilities within



which choices in the future must be made. American politics and policymaking, for example,
is constrained by the framework set by the American Constitution. Yet a crisis of great
magnitude can sometimes open up the possibility for path-breaking structural reform. The
Great Depression was just such a crisis, setting in motion a period of reform that shaped the
limits and possibilities of policymaking for the next fifty years, but which was eroded by the
decline of the New Deal order. In this book we ask and attempt to answer why, so far, the
crash of 2008 has not opened up another period of progressive reform.

Another pattern imposed by history is the law of unintended consequences. The
unintended consequences of a policy meant to correct a social or economic problem in the
past may cause new problems at a future time when other circumstances have changed or
new knowledge is gained. This is particularly true, as our book shows, in the areas of
agricultural and environmental policy. Technological change presents new possibilities, but
also new liabilities, raising new questions about both the past and the present in relationship
to it. We tend to think that all technological advances are ipso facto better than what existed
in the past. But a comparison of the two periods of economic crisis raises some questions
about this. Despite the long-standing endurance of U.S. political institutions, political
realignments do occur—as a result of demographic changes, changes in the configuration and
power of dominant economic institutions, changes in international relations, changes in the
rules Congress makes for itself, and changes in Supreme Court precedents—and, of course,
such realignments have a major bearing on the possibilities for progressive change. Lastly,
the changing place of the United States in the international community can also affect
domestic policymaking. Domestic policymaking is more constrained when a nation’s
attention is focused on threats from abroad or when the greater part of its treasury is going
into national defense to shore up its position as a superpower. So it is with caution and a great
deal of contextualizing that we must approach any attempt to derive lessons for today from
the period of the 1930s.

While acknowledging that history never repeats itself in the same way, there are,
nevertheless, ways in which the past can help shape our thinking about policy choices in the
present and future. Understanding what went wrong in the past can help us avoid making
similar mistakes when confronted with similar circumstances; and it can help alert us to the
unintended consequences of our current actions so that, we hope, they can be avoided. But
there are also more positive lessons that history can bequeath us. The past, for example, can
present us with role models of leadership that can be adapted to different times. It can present
us with visionary possibilities for reorganizing our approach to certain contemporary
problems now constrained by politics and ideology.

While relying considerably on existing scholarship on the Great Depression and New
Deal, this book offers new perspectives on that period and the choices that were taken in light
of questions that confront contemporary publics. Through doing so, we hope to demonstrate
some possible ways out of our malaise, approaches that were begun but never fulfilled in the
1930s, that were raised as possibilities by popular movements but never allowed onto the
political agenda, or approaches that were simply unforeseen in an earlier era. Thus, the book
presents a set of guideposts—some beneficial, some cautionary—for the present and future.

Chapters 1 and 2 set the two periods of crisis in context. Chapter 1 teases out the
influences of contextual factors on the public’s attitude toward government intervention in
the economy during the Great Depression and Great Recession, asking why the public
became so much more accepting of government intervention in the economy than it is today.
It answers this by examining (1) the timing of events and the existence and character of
popular social movements in the two periods; (2) the cultural currents at work in society; (3)
the changing nature of the communications environment and its effect on politics; (4) the



strength and composition of the president’s party in Congress; (5) the political skills of the
Presidents themselves; (6) the relative political power and cohesiveness of the business class;
(7) the international political context; and (8) the environmental context.

Chapter 2 compares the national industrialized consumer economy of the 1920s with
today’s globalized service and information economy and the economic collapses that
occurred in both eras. Dominant economic thought in both eras idealized free markets and
rejected government regulations. Changes in consumer culture mark both eras, albeit of
different products and mores. Each witnessed increases in productivity and output, consumer
credit, and surges in financial speculation. Whereas trickle-down economics in the 1920s
spurred domestic industrial employment, it has recently stimulated offshore hiring. One
lesson policymakers learned from the Great Depression was to prevent an implosion of the
financial system. The quick restoration of market confidence, however, sapped the political
will for reforms on behalf of credit consumers and homeowners, and made room for an
unproductive preoccupation with the federal deficit.

Chapter 3 examines the fiscal and monetary policies of the New Deal, comparing them
with those of the Obama administration. In contrast to the trickle-down approaches of Hoover
and Obama, Roosevelt enacted a “public option” or “bottom up” approach to recovery that
consisted of steering billions of dollars in Reconstruction Finance Corporation funds into
public works, mortgage modifications for millions of homeowners and farmers, and loans to
state and local public school districts for school construction and teachers’ salaries. This
“bottom up” approach was marred by Roosevelt’s decision to balance the budget in 1937, but
the experience of war time government spending was finally a vindication of this approach,
resulting in full employment and economic recovery. In later years amnesia about this lesson
set in. In neither the 1930s nor today, however, were structural changes imposed on the
management of the banks. But at least during the New Deal, the propped-up institutions of
capitalism were supplemented and at times supplanted by more effective and accountable
government institutions. A new “New Deal” must go farther than Roosevelt was willing to go
—to a truly public option in banking and finance.

Chapters 4 and 5 examine the role of politics from below. Chapter 4 examines the 1930s
“decade of dissent” when vibrant social movements contributed to a profound critique of
American society and exerted pressure for change in public and corporate spheres. This
chapter describes movements of unemployed workers; jobless veterans; employed workers;
black workers; the elderly; tenant farmers; and middle- and lower-income persons seeking a
more equitable distribution of income and wealth. New Deal responses to popular movements
varied from movement to movement and from time to time, depending on the congruity of its
goals with movement demands, the strength of the movement and the political threat it posed.
The movements, for all their vigor, seldom achieved their goals. In several instances, radical
demands served the function of making more moderate New Deal policies acceptable. The
New Deal thus pursued a classic strategy of moderate reformers—gaining conservative assent
by pointing to the threat of radical alternatives.

Chapter 5 explains the deep decline in U.S. labor which had been a militant force in the
1930s, thanks in no small measure to Communists and their allies in the CIO. Economic
gains were made after workers’ right to organize and bargain collectively were guaranteed by
the National Labor Relations Act. However, labor rights were subsequently curtailed by
government policy, particularly red-baiting, that eliminated the movement’s most dynamic
leaders and organizers. The need for big business assistance during World War II helped to
rehabilitate capital, so that industrial stability rather than economic democracy became the
priority in labor relations. By positioning labor as an interest group rather than a class, and by
eliminating labor’s left wing, the “third New Deal” (1937–1945) narrowed the path for



radical change and made labor vulnerable to the politics of class fragmentation pursued by
the New Right. The “New Deal system” that resulted was more a product of labor’s defeat
than a truce in the class struggle. The lesson of the New Deal is that a radical labor movement
can make real social change even when government is only mildly supportive.

Most progressive economists today seem only to be interested in the macroeconomic
effect of the New Deal jobs programs—as if the only thing they have to teach us about
combating unemployment is the negative lesson derived from the Roosevelt Administration’s
failure to engage in enough deficit spending to end the Great Depression as quickly as it
could have. Chapter 6 argues that this misses the most important lessons these programs have
to teach us. It misperceives the multiple objectives these programs served in combating the
labor-market effects of the Great Depression. It ignores the social-welfare benefits that
employment in the programs provided to millions of unemployed workers and their families;
it discounts the value of the goods and services they produced for the nation’s communities;
it overlooks the ability of programs like the WPA to enhance the effectiveness of Keynesian
anti-cyclical measures; and it disregards the potential of such programs to achieve the
ultimate goal of Keynesian economic policy—sustained full employment. Moreover, direct
job creation, as this chapter explains, is a more cost effective model for delivering a
macroeconomic stimulus to the economy than the indirect policies and programs progressives
have promoted since World War II. The experience of direct job creation during that war
taught New Dealers that if it were to become permanent public policy it could be the key to
economic prosperity in the future.

Compared to the utter paucity of relief following the 1929 stock market crash, social
welfare programs enacted by the New Deal were available and could be readily expanded at
the outset of the financial crisis of 2008, thus helping to prevent the ensuing recession from
becoming a depression. After discussing the role played by these programs, including their
limits, Chapter 7 describes the New Deal’s ground-breaking temporary relief measures and
Roosevelt’s timing and preparation of the public for permanent welfare reform. New Deal
social welfare reform, principally the Social Security Act of 1935, is critically analyzed: its
relationship to temporary relief; the populations it covered and excluded; security risks
included and omitted; the type and level of its benefits; and its potential for expansion.
Although Roosevelt and other planners of permanent social welfare reform preferred job
creation to direct relief, the Social Security Act included unemployment insurance but not
employment assurance. Although health insurance was considered important by planners of
permanent social welfare reform, it was omitted out of fear that the opposition of the medical
establishment could topple the entire program. The chapter concludes with a comparison of
the Obama and Roosevelt approaches to social welfare reform, especially their timing and
skill in preparing and gaining the support of the public.

Chapter 8 examines the unique series of Federal Arts Programs established by the New
Deal to provide employment to unemployed cultural workers. It argues that these programs
democratized and de-commodified culture, making both the enjoyment of culture and
participation in the arts the property of the people, not just the provenance of a few. The
chapter examines the difficulties faced by government officials in managing such an
enterprise, the extraordinary outpouring of art and culture that resulted, the ways in which it
enriched our understanding of the diversity of the country and its history, the tangible and
intangible benefits this had for the country, and the lessons we can learn from this experience
today as public support for the arts dwindles in the face of budgetary austerity.

Both The Great Depression and Great Recession were characterized by intertwined
economic and environmental crises. Those drawing parallels between the two periods of
economic collapse ignore the significance of the environmental crisis of the 1930s and



therefore miss the lessons the New Deal response to that crisis have to teach us. Roosevelt
undertook three programs to deal simultaneously with the problems of unemployment and
environmental catastrophe: the Civilian Conservation Corps, the Soil Conservation Service
and the Tennessee Valley Authority. While acknowledging the shortcomings of these
programs, Chapter 9 argues that the lessons we could learn from that experience include the
need for presidential leadership with a deep understanding—as FDR had—of ecological
science; the importance of going beyond the strictures of the private market; of linking
unemployment with environmental conservation and restoration; of the need to invoke the
precautionary principle; and most critical of all, national government intervention, long-term
planning and financing—not to mention international coordination—to deal with the
magnitude of the environmental crisis of the 21st century.

Chapter 10 argues that, although the focus on supply management of New Deal
agricultural policy was aimed at alleviating the plight of hard-pressed farmers, the politics
surrounding its implementation, particularly the prominent role of Southern Democrats and
conflicts that erupted among agricultural stakeholders, resulted in several important
unintended consequences with long-term implications. These included reinforcement of
regional class structures that benefited the largest and richest farmers, thus strengthening
existing patterns of racial and economic inequality; changes in the economic interests of
different sectors of agriculture; and the fostering of industrial agriculture with increased
reliance on chemical fertilizers, pesticides, and herbicides. Their use has contributed to
environmental degradation of rivers and aquifers, harm to wildlife, and global climate
change. Overproduction of certain commodities and increased exports, especially of wheat,
another unintended consequence, have resulted in the destruction of subsistence farming in
parts of the developing world and, as a result, catalyzed political instability. Agricultural
policy, the author argues, even during the Depression, was always subject to global trade
patterns that limited the effectiveness of national policy. Thus any attempt to deal with it
today must take international trade into account.

The final chapter reviews New Deal successes and failures. Achievements in relief,
recovery and reform, though considerable, were hampered by Southern control of Congress
and antipathy to deficit spending. Today’s leaders learned from the past that swift
government intervention is necessary to stem economic crisis but didn’t apply the New Deal
approach to job creation or learn that fiscal austerity stalls recovery or reverses course. It took
the exigency of world war for the Roosevelt government to spend sufficient money to create
full employment. Convinced that unemployment could be overcome by public policy,
Roosevelt, toward the end of the war, proposed a “Second” or “Economic Bill of Rights” in
which the “paramount” right was the guarantee of a job at a living wage.

Whereas popular movements contributed to progressive New Deal policies, strong
regressive forces and near absence of progressive challenges are today’s realities. Unlike
FDR, Obama did not use the opportunity to identify culprits and causes of the crisis and to
alter perceptions of the political economy. Government intervention stopped the free fall, but
the lesson that government can help was not drawn, thereby leaving the nation ill-equipped to
cope with persisting, high unemployment and an environmental crisis utterly dependent on
government for its solution.

Notes
1. “Lessons of the 1930s: There Could Be Trouble Ahead,” The Economist, December 10,

2011, 1.



2. Richard Walker and Gray Brechin, “The Living New Deal: The Unsung Benefits of the
New Deal for the United States and California,” Working Paper Series, Institute for
Research on Labor and Employment, University of California–Berkeley, accessed July
15, 2013, available at http://escholarship.org/uc/item/6c1115sm.
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Public Attitudes Toward Government

The Social and Political Contexts of the Great Depression and Great Recession

SHEILA D. COLLINS

At a time when domestic government spending is derided as “socialist” and government
attempts to right systemic wrongs, however limited, are seen by many as threats to individual
liberties, it seems unfathomable that there was a time when government was seen by a
significant sector of the population as beneficent. Yet the Great Depression, after the
initiation of the New Deal, was just such a time. How is it that the public attitude toward
government was so different in the 1930s? The answer to that question lies in (1) the timing
of events and the existence and character of popular social movements; (2) the cultural
currents at work in the society; (3) the changing nature of the communications environment
and its effect on politics; (4) the strength and composition of the president’s party in
Congress; (5) the political skills of the president himself; (6) the relative political power and
cohesiveness of the business class; (7) the international political context; and (8) the
environmental context. This chapter teases out the influences of each of these contextual
factors on the public’s attitude toward government intervention in the economy during the
Great Depression and the Great Recession.

The Timing of Events and the Existence and Character of
Popular Social Movements

Presidents Franklin D. Roosevelt and Barack Obama both entered office having inherited
from their predecessors two of the worst economic crises in American history. The conditions
that brought about the two periods of economic collapse bear striking resemblances. Yet the
policy responses of both presidents to the crises and the attitude of the public toward the role
of the federal government in both periods are quite different.

When Roosevelt took office in 1933, the Great Depression had been underway for over
three years, and for several more before that in rural America. Unemployment engulfed a
quarter of the working population, Wall Street had crashed, the American banking system



had shut down completely, thousands of businesses had failed, shanties dubbed
“Hoovervilles” filled the landscape, bread lines appeared in every major city—in short, the
vaunted capitalist economy that just a few years before had been declared by Herbert Hoover
to be entering “the greatest era of commercial expansion in history”1 was in complete
collapse. By the time Roosevelt took office, local relief, under the pressure of need and
protest movements, had expanded, and most states had begun to provide some relief, but it
was not nearly enough. State and local governments were overwhelmed by the extent of need,
and the American people had become restive. There were large demonstrations in 1930 in
every major city. In 1932 a “Bonus Army,” composed of impoverished World War I veterans
and their families, had descended on Washington, vowing to camp out at the nation’s capital
until they got the veterans’ pensions immediately that had been promised for 1945, only to be
ruthlessly routed and sent packing by President Hoover’s army. Unemployed Councils had
formed in cities across the land, and rent strikes and resistance to evictions were prevalent. It
had taken nearly four years for at least a segment of the population, which had been deeply
socialized in the virtues of individualism, to come to the realization that the destitution they
were experiencing was not their fault but that of some basic flaw in the system. With state
budgets unable to cope, they turned to the federal government for help and to a president
who, though not knowing exactly what to do, had said he would do something to ease their
pain. Within 100 days of Roosevelt’s inauguration, a series of programs was instituted that
would begin to permanently enlarge the role of the federal government in the lives of
ordinary Americans, bringing hope to millions of the impoverished and unemployed, and
stimulating economic recovery.

In contrast, when Barack Obama took office in January 2009, the economic meltdown,
though potentially as serious as the Great Depression, was less than a year old; however, as a
result of technological changes in the banking system, the panic that gripped investors was
much less visible to the average person. Unemployment, though high, was, at 7.8 percent,
nowhere near a quarter of the work force. Moreover, reforms that had been put in place by
the New Deal such as Social Security, food stamps, unemployment insurance, and federal
deposit insurance, as well as Johnson-era programs like Medicare and Medicaid, had helped
to cushion the shock of economic decline. Having learned something from the failure of the
Hoover administration to halt the economic slide, George W. Bush’s Secretary of the
Treasury, Henry Paulson, had urged Congress to pass the Emergency Economic Stabilization
Act of 2008, a $700 billion bailout of those banks that had brought the global economy to the
brink of meltdown.2 This and subsequent Federal Reserve loans helped stem the erosion of
confidence in the credit system and forestalled a complete economic collapse.3

With an economy merely stagnating, rather than collapsing entirely, public reaction to the
Great Recession was understandably muted in comparison to the Great Depression. After a
nearly forty-year corporate and Republican-led campaign to crush labor and discredit the role
of the federal government, the only early, popular response came in the form of the right-
wing Tea Party movement. Though initially a response to the bank bailout, the Tea Party was
quickly co-opted by elements of the financial and corporate elite, becoming an anti-
government movement that elected Republicans to office who supported the very policies
responsible for the economic breakdown in the first place. It was not until 2011 that a
populist movement on the Left arose; but the Occupy Wall Street movement, rather than
calling for greater government intervention in the economy or making specific demands of it,
took on an anarchist character, in effect, saying a plague on both Wall Street and government.

Cultural Differences Between the Era of the Great Depression



and Great Recession
Cultural differences between the era of the Great Depression and today also played a role in
the differing responses of the public to government efforts to relieve economic distress.
Although there had always been in American political culture a fear of “big government,”
with the exception of the Civil War and World War I exigencies, the federal government had
been largely absent in the lives and consciousness of most Americans. When it was clear that
the private economy had collapsed and that the state governments with which the public was
most familiar could not cope, there was only one remedy left. Thus, with no real personal
residue of resentment against the federal government, most were willing to trust it to respond
to their distress.

Trust in the federal government was facilitated by the cultural currents that had shaped
many of the New Deal’s top players. Foremost among these was the culture of progressivism,
a versatile set of ideas that had at its heart a spirit of social reform and optimism in the
perfectibility of human society.4 While historians often tend to think of the Progressive era as
having ended around 1919, its cultural influence lived on through the 1920s influencing those
who would undertake the reforms that came to be known as the New Deal. Two strains of
progressivism, in particular, had had an effect on several of the New Deal architects. One
strain was the “social gospel,” an intellectual movement that had arisen among some middle-
class Christian clergymen toward the end of the nineteenth and early twentieth centuries. As a
reaction to the intense socioeconomic turbulence of the Industrial Revolution, its
spokespersons preached that Christianity had a mission to transform the structures of society
in the direction of equality, freedom, and community.5 Walter Rauschenbush, one of its
major proponents, foresaw a society that embodied the teachings and example of Jesus as a
cooperative commonwealth in which producers would be organized on a cooperative basis,
distribution would be organized on principles of justice, workers would be treated as valuable
ends, not as means to a commercial end, and parasitic wealth and predatory commerce would
be abolished.6 By 1908 the social gospel had succeeded in penetrating the institutional
structures of the churches with a “social creed” that was adopted by the mainline
denominations. Anticipating by three or four decades many of the reforms enacted in New
Deal legislation, the social creed called for the alleviation of Sunday working hours, the
abolition of child labor, a living wage, the negotiation and arbitration of labor disputes, social
security for workers in old age, disability insurance, poverty reduction, and a fairer
distribution of wealth. For about thirty years, the movement called attention to poverty and
urban distress, the harsh conditions of working people and immigrants, militarism, and
racism.

The still relatively young field of social work with its settlement house work in many of
the major cities was another strain that deeply infused the thinking and values of these New
Dealers. Settlement houses were established by middle-class reformers appalled by the harsh
realities of urban industrial life faced by poor immigrants during the turn of the nineteenth
and early twentieth centuries. Imbued with progressivism’s spirit of reform, some settlement
workers helped assimilate and ease the transition of their impoverished charges into
American life by providing them with literacy classes; social services such as health care,
daycare, homeless shelters, public kitchens, and baths; recreational activities; and even
exposure to and classes in the arts. Settlement houses like Chicago’s Hull House and New
York’s Henry Street Settlement were also a nexus for political activism and research on
social conditions, with reformers like Jane Addams (Hull House) and Lillian Wald (Henry
Street Settlement) becoming involved in campaigns around public health, against child labor,
for civil and human rights (including women’s suffrage), fair labor legislation, and world



peace.7 Several of the New Dealers had early experience as social workers in settlement
houses like Hull House and the Henry Street Settlement and/or had grown up in households
infused with the social gospel.8 Eleanor Roosevelt considered Addams and Wald her “great
mentors and models.”9

By the time Roosevelt was elected, progressivism was in the process of being transformed
from an evangelical belief in the perfectibility of human society to what Leuchtenburg refers
to as a “new style liberalism”—which was less interested in moral reform and more in using
the power of the federal government to correct certain economic inequities; less rooted in the
“old stock middle class of the small towns and cities” and more in the urban masses.10

In addition to the kind of social-democratic vision exhibited by progressive New Deal
reformers, social movements during the 1930s were setting forth alternative visions of how
society and the economy might be reordered.. An activist Communist Party looked to the
collective experience of the Soviet Union; the Socialist Party in its “Declaration of
Principles” called for resistance to international war and the “bogus democracy of capitalist
parliamentarism” in favor of a “genuine workers’ democracy”; Townsend Clubs advocated
an old age pension financed by a federal sales tax; Huey Long’s “Share the Wealth”
movement sought a decent standard of living for all Americans by capping personal fortunes
through a restructured progressive tax code whose benefits would go into public benefits and
public works. Long also called for free higher and vocational education, a guaranteed annual
income, a thirty-hour work week, a four-week vacation for every worker, veterans’ benefits
and health care, a limit on inheritances, and greater regulation of commodities. Upton
Sinclair, the muckraking writer, whose exposé of conditions in the meatpacking industry had
led to significant social reform, ran as a Democrat for governor of California on a platform of
ending poverty by having the State of California take over idle factories and farmland and run
them as cooperatives. On the other side of the political spectrum, fascism also claimed some
adherents, among them radio priest Father Charles Coughlin. Alive in the culture of the
1930s, this variety of alternative ideas offered a mix of solutions from which New Dealers
could draw. In doing so, they could also arrest public support for the more radical of these
approaches, at the same time demonstrating that the government was, in some measure,
responding to public demands.

By the time Barack Obama was elected president, however, the country had experienced
over three-quarters of a century of “big government.” The military–industrial complex that
had emerged from World War II had given the U.S. government unimaginable global power,
and increasing areas of private and economic life were being regulated and surveilled by the
federal government. Moreover, there was now a permanent revolving door between big
government and big business, which had the effect of corrupting the democratic process and
skewing public policy toward the wealthy and powerful. The result was increasing
polarization within the polity and in Congress. One side, while still believing that government
could help, despaired of a federal government that seemed to side most of the time with big
business and acted as an imperialist abroad, while the other side, employing a faux populism,
argued that big government was the problem and that, with the exception of defense, it should
be cut back as far as possible.

Moreover, the period of optimism in the perfectibility of human society that had
characterized many of the architects of the New Deal had given way to a cynicism about
large-scale social engineering. Alternatives to the left of the Democratic Party had been
thoroughly crushed by anti-communism, by the eclipse of labor militancy as early as the late
1930s, by the globalization of labor (encouraged by government policies) that began in the
early 1970s, as well as by continual factional fighting within the left.

A brief resurgence of political optimism accompanying mass movements of the left had



erupted in the 1960s, but without an institutional base to codify the message and translate it
into political power, it had evolved into a set of postmodern preoccupations centered on race,
gender, sexuality, and lifestyle that competed with each other and generated a conservative
political backlash that was able to use these as wedge issues to divide what was left of the
New Deal coalition and to reassert the values of laissez-faire and limited government.11 The
brief optimism during the Johnson administration that society could be massively restructured
was quickly crushed by the intransigence of economic racism, by the series of assassinations
of political leaders, and by disillusionment over the Vietnam War. The assassination of Dr.
Martin Luther King was especially devastating, as he had been moving at the end of his life
toward a far more radical critique of American power and capitalism and had been in the
process of planning a massive Poor People’s Campaign with a campout at the capital similar
to the Bonus Army campaign of 1932. Thereafter, the only alternative to the commercial
Keynesianism of the postwar period was the return of the idea of laissez-faire, which became
the rallying cry for a resurgent right that for the next forty years promulgated its benefits
through a highly funded campaign consisting of think tanks, research institutes, conservative
media outlets, and the religious right, which, for its part, had managed to destroy whatever
was left of the vestiges of social gospel thinking in the mainstream denominations.12 Thus, to
insist that government could be a force for good was that much harder in 2009 than it was in
1933.

The Changing Context of the Communications Environment
When the Great Depression broke out, the only media available to the American public to
learn about politics were newspapers—which were much more prevalent and varied in every
city than they are today—news and opinion magazines, weekly newsreels offered in local
theaters, and the radio, which in the 1930s was a relatively new medium. Of all these media,
radio was the only one that had the quality of simultaneity.13 Roosevelt was quick to grasp
the potential of the radio to reach a mass audience and used it brilliantly in his “fireside
chats”—a series of informal talks in which families gathered in their living rooms around a
crackling radio to listen to their president, much as they would gather around a fireplace.14

Because the radio was such a new phenomenon and seemed almost magical to an audience
that had never before heard a live broadcast, these talks—homey, educational, exhortative
—“helped make participants—even activists out of his audience.”15 Typical broadcasts
would begin with the salutation, “My friends,” and then the president would proceed to tell
his listeners about what was happening around the country, describe what the New Deal was
doing for people in ways that made it personal and brought it home to those listening, tell
them what he was planning to do to meet some new problem, exhort them to support these
efforts, and ask them to tell him about their troubles and give him their ideas and advice. And
the people responded. Hundreds of thousands of letters poured into the White House after
each of these chats, some in the grammar of the barely literate, and others in the grammar of
the highly educated. “They enclosed editorials, articles, cartoons, and pamphlets they thought
the President should see, as well as poems, drawings, photos, stories, jokes, and recipes they
wanted to share with him.”16 The fireside chats connected people to their government as well
as to other citizens from very different walks and conditions of life in ways that they never
had before and probably have not been connected since.

One letter of the many thousands that Roosevelt received sums up the effect he had on
ordinary citizens.

We listened with great interest to your “fireside chat” last evening, and are in accord with your plans and ambitions



for the farmer and the less fortunate of our people in this United States. The fact that you go about and observe
personally and take the keen interest and have the intelligence to know how to correct the evils which exist, make
you the outstanding President of all History. It is such a relief to hear about human beings and natural resources,
and not “gold” and “statistics” by the yard. I am one former Republican who voted for you, and been your most
devout follower. Your indomitable courage; your never finding any problem insurmountable is a guiding spirit to
this nation.17

The letter was signed by a woman living in Waltham, Massachusetts. From her language, it is
obvious that she was educated and cultured and probably not suffering as much as some
others from the Depression. The president had been speaking that day about a trip he took to
visit nine states affected by the Dust Bowl.18 In concretely descriptive language he spoke
about the environmental and human devastation he had seen and the farmers who needed
government help. The talk created a feeling of empathy between this listener and farmers in
another part of the country whose values and lifestyle were probably very different from hers
and generated a sense of solidarity and desire to help, turning even a former Republican into
a supporter of the Democratic regime.

Roosevelt also made effective use of other sources of communication that were available
in his day to inform and educate the public about the programs he was initiating and to tout
their benefits. He was the first to initiate the presidential press conference and was more
accessible to the press than any president up to that time had been. He also turned the signing
of bills into political theater. Public speeches were, of course, staples, and he was a master at
political speech. He made ample use of the “special message” accompanying these messages
with draft bills.19 Roosevelt’s speeches portray him as having an uncanny ability to give new
meaning to traditional values so that they resonated with the American people. Many of his
speeches and “fireside chats” were used to educate the public about history, ecology, finance,
or any number of other subjects, as well as what his programs were doing to help the
economy. Roosevelt’s first fireside chat, delivered on the heels of the banking crisis of 1933,
is a perfect example. “I want to tell you what has been done in the last few days, and why it
was done, and what the next steps are going to be,” he began. “I recognize that the many
proclamations from state capitols and from Washington, the legislation, the Treasury
regulations, and so forth, couched for the most part in banking and legal terms, ought to be
explained for the benefit of the average citizen.”20 He then went on to describe in simple
terms how the banking system works, why the run on the banks had happened, what effect it
had had on the economy, why he had instituted the bank holiday, and how that holiday was to
be resolved. He finished, as he usually did, by reassuring the American people and by
inviting them to cooperate in resolving the problems.

The New Deal arts programs also provided a variety of ways to promote the role of
government—through posters announcing New Deal programs and events, mural paintings
placed in public buildings across the country, documentary films, signs and billboards, music,
photography, and film. Wherever a New Deal program was in operation, one could usually
find a sign or billboard announcing that this was courtesy of the New Deal. And of course,
the works programs of the administration directly employing millions of people made their
own case for the government.

Although there are many more ways a president today can use the media to reach mass
audiences—from television addresses and press conferences to various forms of social media
—the effectiveness of that message is drowned out by the multiplicity of competing sources
of information and communication that now exist. The wired world of modern-day
communications makes the president’s voice less salient than it was in Roosevelt’s day and,
moreover, has fragmented the audience. This fragmentation has had enormous implications
for the American presidency. According to Martin P. Wattenberg, the new media landscape
has diminished the role of the president and denied him a mass audience for important



speeches. As late as the early 1980s, when just three networks dominated the listening
public’s access to political news, presidents were guaranteed that at least half the public
would tune in to important presidential messages and that their message would continue to
permeate the public consciousness through news reports for days afterwards.21 For example,
when President Reagan outlined his proposed policies for economic recovery to Congress on
prime-time television on February 18, 1981, he received a Nielson rating of 60 percent. In
contrast, when President Obama addressed the country on the economic crisis on February
24, 2009—despite the fact that he was covered by more media outlets—his combined rating
was only 32.5 percent—a little over half as much. Since the use of the “bully pulpit” has long
been considered one of the president’s greatest leadership tools, the lack of such public
access makes governing all the more difficult.

Changes in the media over the past thirty years have also changed the nature of the
audience for political news. When the three major networks (ABC, CBS, and NBC)
dominated the airwaves, Americans tuned in to a fairly consistent national narrative.
However, with the rise of cable TV, talk radio, the Internet, blogging, and social media, as
well as the decline in newspaper reading, Americans are increasingly talking to and hearing
from people who think and vote as they do. This echo chamber makes any kind of national
consensus about where the country should be going extremely difficult, if not impossible, and
even gives rise to disputes about basic “facts.” For example, a CBS News/New York Times
poll taken as late as April 2011 found that at least 45 percent of Republicans and Tea Party
members believed that Obama was not born in the United States, despite his 1961 birth
announcement printed in two Hawaii newspapers, verification of his birth by the governor of
Hawaii and by Obama himself, who was forced to produce a long copy of his birth
certificate.22

Despite the difficulties today in attracting attention, the president still commands a bully
pulpit, and Obama could have used it to much greater advantage. Given the fact that a third of
the stimulus money went for tax breaks rather than jobs (a concession to the incessant
Republican mantra against taxes), he could have made more of the fact that an estimated
500,000 to 3.3 million full-time jobs were saved or created by the stimulus.23 Though Obama
touted a figure of 2.5 million jobs in a number of speeches, the fact that those jobs came
indirectly through grants to states and were often used to save jobs rather than create new
ones made it more difficult for people to see the connection. Still, as economist Alan Blinder
has pointed out, Obama was not nearly as effective as Roosevelt in communicating clearly to
the American public about what was happening, why it was happening, and what the
government was doing about it. The stimulus, Blinder argues, although still insufficient, was
much more effective than Obama has been given credit for, and this lack of credit is largely
because of the communications failure of his administration.24 Although some of the
infrastructure projects bore signs labeling them a product of the American Recovery and
Reinvestment Act, most of the projects consisted of repair of existing infrastructure—road,
bridge, and sewer repair, etc.—and thus did not have the same panache as the new dams,
hospitals, schools, and post offices to which the Roosevelt administration could point. As
Jonathan Alter pointed out, “The bill funded only a fraction of the infrastructure projects
listed by the American Society of Civil Engineers as in need of construction or repair. Worse,
the project did little to stir the imagination of the public.”25

The Strength and Composition of the President’s Party in
Congress



Another difference in the two periods consists of the relative strength and ideological
composition of the president’s party in Congress. Roosevelt was elected in 1932 by a
landslide, with 57.4 percent of the popular vote to Hoover’s 39.7 percent and 472 electoral
votes to Hoover’s fifty nine (an eight to one advantage). Between 1933 and 1935 Democrats
held fifty-nine Senate seats to the Republicans’ thirty-six, while in the House the Democrats
outnumbered Republicans by more than two and one-half to one. Thus, Roosevelt had a
sweeping mandate to change the direction of the country and especially the people’s
relationship to the federal government. With the economy starting to improve and people
being put to work, the midterm elections in 1934 yielded an even greater Democratic
majority—more than two thirds—in both houses. Many members of the Seventy-fifth
Congress were now clearly to the left of the president, while the election, according to the
New York Times, had “literally destroyed the right wing of the Republican Party.”26

However, Roosevelt’s decision to balance the budget in 1937–1938, which sent the economy
once more into depression, resulted in large Republican House gains in the 1938 midterm
election.27 Democrats lost a net of seventy-two House seats, bringing to nearly even the
balance of power in the House ((D–48.6 percent to R–47 percent). While losing six seats in
the Senate, Democrats continued to hold a commanding lead there (more than two-thirds).
The president, however, faced divisions within his own party. Conservative Southern
Democrats, by dint of seniority, chaired most of the committees, forcing Roosevelt to bend
his programs to mollify their states’ rights and racist agenda. Nonetheless, as several chapters
in this book attest, while ideological and regional divisions within the Democratic party
modified what Roosevelt might have wanted to do, he was able to work with them most of
the time, and the New Deal programs, for all their limitations, were the result. By 1938,
however, Southern Democrats were becoming more hostile to the president’s designs,
strengthening a Republican-conservative Democratic coalition that weakened the president’s
ability to expand New Deal style innovations. In the opinion of most historians, this
effectively brought the New Deal to a halt, although, as Leuchtenburg has pointed out, the
country still placed more faith in the Democrats, and it wanted none of the reforms undone.28

Obama was elected in 2008 with 52.9 percent of the popular vote to McCain’s 45.7
percent and 365 electoral votes to McCain’s 173 (a two to one advantage). Democrats held a
fifty-seven to forty-one majority in the Senate and a 256 to 178 majority in the House. Since
the Democratic majority was half that of FDR’s, Obama’s mandate was not nearly as
dramatic as Roosevelt’s had been in 1932 or 1936, nor as big as Lyndon Johnson’s in 1965–
1966 when the bulk of the Great Society programs were enacted.29 Thus, the opportunity for
enacting Obama’s agenda was a narrower one. Yet Obama had an advantage that neither
FDR nor Lyndon Johnson had in the fact that his Democratic party was more consistently
liberal than his predecessors’.30 As a result, he was able to pass the first major reform of the
health care system as well as a massive stimulus bill in his first year in office. These were
major accomplishments comparable in significance to some of Roosevelt’s reforms, yet not a
single Republican voted for the health care bill, and only three Republican senators voted for
the stimulus, whereas in 1935 sizable majorities of Republicans in both the House and Senate
had voted for the Social Security Act, albeit after offering some resistance in committee.31

Instead of fueling a resurgence of support for government intervention, as Roosevelt’s
policies had done, Obama’s initiatives were met with hostility from Republicans and tepid
support, if not criticism, from many Democrats. With a victory that seemed less than
triumphant and unemployment running higher than when Obama took office, the 2010
midterm election turned into a rout for the Democrats, who lost sixty-three House seats,
giving Republicans the majority. Although the president’s party usually loses seats in
midterm elections, this was the largest seat change since the midterm elections of 1938.



Thereafter, the intensely partisan—even hostile—nature of the Republicans who had been
elected, fueled by Tea Party anger and a rigidly held ideological commitment to reducing
government, made getting almost anything done extremely difficult.

The Political Skills of the President
The Democratic rout in the 2010 midterm election resulted, in part, from the surge in radical
right-wing candidates elected by the Tea Party and the political gridlock that followed was a
function of the redistricting accomplished by Republican legislatures. This gerrymandering
enabled Republicans to win congressional seats out of proportion to their numbers.32

Gridlock was also aided by the increased use by Republicans of the threat of a filibuster.
Legislation could be killed by a minority simply by threatening a filibuster. Jacob Hacker and
Paul Pierson argue that politics today, where a Republican minority can win victories that are
at odds with the moderate center of public opinion—or where they can halt any legislative
action—defy the logic of the way in which the American political system is supposed to
work.33 Although the right wing rails at the power of the executive branch, in reality, a
dysfunctional Congress has become more important and powerful than the president. This
makes the role of the legislator in chief, despite being elected by a popular majority, subject
to the stranglehold of a minority ideology.

While Obama faces a far more difficult political context than that faced by Roosevelt, at
least part of the blame must also rest on the shoulders of the man elected president. To be an
effective president requires being a good politician, and this involves a set of the specific
political skills and experience that Roosevelt possessed in abundance. Among those skills is
the ability to know which advice to listen to, which usually means evaluating not just the
person giving the advice but the incentives and political context surrounding that person.
During his first term Obama continually misjudged his adversaries. Having come into office
with the self-image of someone who could heal the deep polarization that had been building
in both the electorate and the Congress for over forty years through the power of reason
alone, he failed to understand the emotional undercurrents that govern so much of political
life. Fear of an America that was on the decline, fear of a way of life that was changing
rapidly and of a population that was becoming less white—a fear personified in the president
—was surely fueling much of the animosity among the Republican rank and file. In failing to
grasp this fear, Obama could not acknowledge it, could not sympathize with it, could not
address it in the way that Roosevelt had been able to do in his 1933 inauguration address and
thereafter.

Nor could Obama, whose own economic appointees had failed to place strict limits on
Wall Street speculation, challenge the moneyed interests that were exploiting this fear with
anything like the candor that Roosevelt did when he excoriated the bankers as “unscrupulous
money lenders” and “self-seekers” who had abdicated their responsibility to the American
people.34 Thus, Obama ended up not only alienating members of the opposing party, but
disillusioning many of those who had voted for him thinking that he would do something to
curb the power of the big banks and restore fairness to the home mortgage industry. The large
Democratic loss in the 2010 midterm election was partly due to the fact that a portion of
those who had turned out enthusiastically to vote for Obama in 2008—especially the young
—failed to go to the polls in 2010.35

Even before becoming president, Roosevelt had proven to be a master reconciler,
demonstrating his ability to bring together urban working-class machine voters with anti-
urban agrarian voters, and after becoming president to reconciling southern conservative



Democrats with northern liberal Democrats, at least until 1938.36 Carefully cultivating the
new urban working class ethnic groups (mostly Catholic) that would become the base of his
support, he was also careful not to neglect his fellow (mostly middle-class) Protestants, who
were thought to be predominantly Republican.37 Obama, on the other hand, tended to neglect
his poor and working-class black and Hispanic base, ignoring the gross inequalities that
shaped their lives in his attempt to woo middle class whites and upwardly mobile minorities.
Although large majorities of his base continued to vote for him, they had become less
enthusiastic by 2010. Despite his attempt to woo white voters, he was able to win no more
than 39 percent of the white vote in his 2012 re-election, although it should be noted that it
was about the same percentage as won by Clinton in a three-way race in 1992 and exceeded
the percentage of the white vote earned by Walter Mondale in 1984, Jimmy Carter in 1980,
and George McGovern in 1972.38

Political judgment also involves knowing when to stand one’s ground, when to
compromise, and how to read the public mood. Roosevelt was a canny politician in this
regard, although his Supreme Court–packing scheme may seem to be an exception. Paul H.
Appleby, who served in the administration, wrote, “Roosevelt would never have expressed
himself about a legislative proposal in terms that deprived him of alternative positions and
lines of retreat and modification.”39 Rhetorically, at times he could appear very progressive,
but when judging that the political context for what he had wanted to accomplish was going
to make that impossible, he could draw back to a compromise position, getting some measure
of what he had wanted but not giving away the entire store. Obama, on the other hand, made
the mistake when he had a Democratic majority of caving in to the opposition too soon, thus
giving away whatever leverage he might have had to achieve a compromise that allowed
some part of his agenda to be enacted. Having, perhaps, learned that no matter how far he
went to appease the Republicans, they would not meet him halfway, he appeared, at the
beginning of this second term, to be laying some clearer markers for what he would not
accept and asserting that he would go around Congress by issuing executive orders and taking
his message to the American people. However, his offer in the 2013 budget standoff with
Republicans to reduce Social Security and Medicare, two pillars of the Democratic coalition,
in exchange for increased revenue from taxes only angered his base and failed to win over
any Republicans. By then it was too late.

It is common knowledge that presidents today live in a self-isolating bubble. Surrounded
by layers of security and people who live and work within the radius of Washington, they
have few opportunities to mingle for any length of time with ordinary people. Although the
technology for gauging the public mood is today vastly superior to that which existed in the
1930s as the science of public opinion polling, focus groups, survey instruments, and
sophisticated marketing tools has been perfected, it is doubtful that presidents today have a
better way of judging the public mind than they did in Roosevelt’s time. Those who have
studied public opinion polling have exposed the ways in which polls can often be skewed
depending on the way a question is asked or by what are offered and not offered as responses.
Polls cannot get at the contradictory opinions most people hold and may only gauge a
superficial level of opinion and one that is highly volatile. Since most Americans today do
not pay much attention to politics and their knowledge of issues is often confused, they may
answer a pollster’s questions out of ignorance.

Although limited physically by polio, Roosevelt may have had an advantage in judging
the public mood that Obama lacked. Eleanor Roosevelt and the journalists Lorena Hickock
and Martha Gellhorn spent time traveling the country listening to the complaints of people
suffering from the Depression, gathering data about conditions and feeding back stories and
information to Roosevelt and members of the administration. The president himself took



several trips around the country during the Depression to survey conditions and to talk to
people who were suffering. The feedback he received from the letters sent in response to his
fireside chats was another way of gauging the public mood and in Roosevelt’s own opinion,
constituted the “most perfect index to the state of mind of the people.”40

The existence of those letters, which can be read at the Roosevelt Library and Museum in
Hyde Park, New York, attest also to Roosevelt’s ability to connect with and inspire the
American people, perhaps the most important quality for a president. Roosevelt had a unique
gift for doing this. Frances Perkins wrote in her memoir of Roosevelt,

His voice and his facial expression as he spoke were those of an intimate friend. After he became President, I often
was at the White House when he broadcast.… As he talked his head would nod and his hands would move in
simple, natural, comfortable gestures. His face would smile and light up as though he were actually sitting on the
front porch or in the parlor with them. People felt this, and it bound them to him in affection.…

…It was this quality [of being one with the people] that made the people trust him and do gladly what he
explained was necessary for them to do.41

Some of the skills needed for effectiveness in the presidential office can be learned
through experience in jobs with similar requirements. When Roosevelt ascended to the
presidency, he had already had significant legislative and executive experience as a member
of the New York State Senate, Assistant Secretary of the Navy, and Governor of New York
State during the difficult, early Depression years. Such experience not only develops
managerial skills and enhances one’s understanding of political context, but it also provides a
president with a much wider universe of persons whom he can draw on to serve the
administration. Many of Roosevelt’s choices were distinctly unusual. Roosevelt brought into
his “Brain Trust” a large mix of people. Some were bankers and businessmen, but others
were farmers and academics and social workers. Moreover, as noted earlier, several of his
appointees and advisors—such as Frances Perkins, Harry Hopkins, Adolph Berle, Jr., Henry
Wallace, Rexford Tugwell, Harold Ickes, and Henry Morgenthau, Jr.—had had experience in
the field of social work and/or had been influenced by the social gospel and Progressivism’s
reform agenda.42 This background gave some of them a strong incentive to treat government
responses to the Depression, not simply as technical economic fixes, but as remedies that
would restore human dignity to those who had been beaten down by the Depression and a
sense of pride in the culture, history, and landscape of the country.

In contrast, Obama came into office having served as a member of the Illinois Senate for
seven years, but less than one term as a U.S. senator, part of which time he was running for
president. As a relative newcomer to national office with no executive experience, he lacked
the variety of political experience that Roosevelt had. The result was a naïveté about how to
get things done and an over-dependence on Clinton-era appointees, inside-the-Beltway
politicians, and Republican defense officials, rather than on people who had come to their
offices from varied backgrounds. In contrast to Roosevelt’s Treasury Secretary, Henry
Morgenthau, Jr., whose Treasury Department funded several of the work programs for artists,
and his Federal Reserve Chairman, Marriner Eccles, who, though a banker, was a Keynesian
even before Keynes, Obama’s economic team, drawn from the Clinton era, consisted of men
with deep ties to Wall Street and to the deregulatory anti-government ethos that contributed
to the meltdown.43 Consequently, their approach to economic relief lacked the undergirding
in humane values that Roosevelt’s advisors had exhibited.

But other presidential skills are not just a matter of previous political experience. They also
have to do with personality and character. The most effective presidents have been those who
enjoyed the rough and tumble nature of politics. FDR, in particular, was a master politician
who reveled in the job. He was said to possess an “irrepressible vitality” whose “vibrant good
cheer was contagious.”44 Kenneth S. Davis, while acknowledging that there was a darker side



to Roosevelt’s personality, wrote that for the most part he exuded an optimistic faith and a
joie de vivre that “bordered often on the miraculous.”

Every day, in steady stream, people came to him with troubling problems and because of their troubles. Often
enough, waiting in the anteroom or their appointed times, they showed themselves unhappy; they were tense,
anxious, despairing, angry, their faces drawn with fatigue, their gestures nervous. But almost always, after a
quarter hour in his presence, they departed his office smiling and refreshed, their spirits uplifted, their confidence
restored, as if they had taken a bath in liquid sunlight and been soaked through by it.45

Obama, while praised for his sometimes soaring rhetoric, appeared uncomfortable in the job
and often expressed disinterest in playing the “games” that effective politicians must play in
order to forge coalitions and win over adversaries. Aloof and reserved, he rarely consulted
with members of Congress or met informally with them until his second term and often came
across as arrogant, even if that was not his intention. Part of Obama’s difficulty, of course,
might be traced to the fact that as a black man he had had to earn his way into the elite white
male club from which so many presidents are drawn through the strength of his intellect
rather than through the circumstances of his birth. And there was no doubt that racism was at
the heart of some of the animosity that was generated against him.46 Roosevelt, on the other
hand, was a patrician and perhaps because of his security in this class status could argue that
“These unhappy times call for the building of plans that … build from the bottom up and not
from the top down, that put their faith once more in the forgotten man at the bottom of the
economic pyramid,”47 and he could talk passionately about the inequality that was sapping
American freedom and announce to a roaring crowd that he “welcomed the hatred” of the
forces of “organized money.”48

Although both Roosevelt and Obama have been labeled pragmatists, perhaps the most
important difference between the two presidents lies in the broader vision for the country that
Roosevelt possessed and Obama lacked, a vision that could rally the country to re-elect him
four times over. Leuchtenburg has called it his “grasp of the interrelationship of the larger
aspects of public policy.”49 This broader vision was most visible in the New Deal arts and
culture and environmental programs. But it was also visible in his conception that a new age
required a new conception of such old American ideals as “liberty,” “security,” and
“freedom” that could be implemented in new types of public policies. Roosevelt’s “Economic
Bill of Rights” incorporated in his 1944 State of the Union message spells out that broader
vision.

The Relative Power and Cohesiveness of the Business Class
Both the periods leading up to the Great Depression and Great Recession were characterized
by increases in mergers and acquisitions resulting in deepening wealth and income inequality.
However, the inequality that characterized the two periods was somewhat different. Picketty
and Saez,50 who have done extensive research on income and wealth disparity using tax data,
point out that the post–World War I depression and the Great Depression destroyed many
businesses and thus significantly reduced top capital incomes. The [income] share of the top
decile on the eve of the Great Depression was around 45 percent but dropped during the
Great Depression and again during World War II. From the end of that war until the 1970s, it
was around 33 percent, when it began to pick up again. Emmanuel Saez, the author of one of
the studies, attributes this drop to the regulatory and tax policies enacted by the New Deal as
well as to the shock of the war. By the eve of the Great Recession, however, the income share
of the top decile had climbed to beyond where it was on the eve of the Great Depression—to
49.7 percent, a level higher than any other year since 1917. While the Great Recession erased



some of that income growth for the top decile, it did not do so for long, and the regulatory
and tax policies currently on offer by Congress are not likely to undo any of the dramatic
increase in top income shares that has taken place since the 1970s.

What is even more interesting about Picketty and Saez’s work than what they show about
the income share of the top decile over time is what they show about the fluctuations of the
income share of the top percentile—the one percent decried by the Occupy Wall Street
movement. The top percentile, they point out,

has gone through enormous fluctuations along the course of the twentieth century, from about 18 percent before
WW I, to a peak of almost 24 percent in the late 1920s, to only about 9 percent during the 1960s–1970s, and back
to almost 23.5 percent by 2007. Those at the very top of the income distribution therefore play a central role in the
evolution of U.S. inequality over the course of the twentieth century.51

Top one percent incomes captured more than half of the overall economic growth of real
incomes per family over the period from 1993 to 2011, but between 2000 and 2007, the years
preceding the meltdown, the top one percent captured even more—two-thirds of income
growth.52

Even more interesting is the composition of the income of the top one percent. During the
Great Depression and World War II periods, most of the income of the top one percent came
from capital income (mostly dividend income) and to a smaller extent business income, the
wage share being very modest, and thus drops in the stock market seem to account for the
large fluctuations during this period.53 Whereas top wage shares were flat from the 1920s to
1940 and dropped precipitously during the war, top wage shares are now higher than before
World War II. Picketty and Saez conclude from this that the working rich have now replaced
the coupon-clipping rentiers.54 The high compensation packages that chief executive officers
have given themselves and the failure of Congress to limit these packages, even when
government money was helping the banks to stay afloat, may be one reason for this.

The precipitous drop in the income of the top one percent in the Great Depression served
for a time to weaken and divide the creditor class, making it possible for more progressive
government intervention in the economy, including reforms of the financial system that
served to reduce income inequality until the 1970s. Today, however, because a greater share
of their income comes from wages rather than dividends, the drop in the income of the one
percent in 2008 was not as great as in the early 1930s and rather quickly rebounded. In fact,
the richest one percent captured 93 percent of income growth during the first year of recovery
(2009–2010) while the bottom 99 percent saw income growth of only 0.2 percent.55 The
ability of contemporary CEOs to give themselves enormous salaries and bonuses, even as
their businesses face losses, attests to the profound disconnection not only between the
managers and shareholders, but between what is good for managers and what is good for the
country’s economy. This may be one reason why, unlike a significant proportion of the ruling
class during the Great Depression, they have vehemently ruled out any measures to
redistribute income, in fact, in order to avoid this, calling for more cuts in domestic spending,
especially in those areas that benefit the majority and ultimately the economy as a whole.
Today, the revolving door between big government and big business—a phenomenon that
barely existed in Roosevelt’s day—makes government redistribution that much harder. The
Supreme Court’s decision in Citizens United v. Federal Election Commission (2010) that
allows corporations and labor unions to spend unlimited amounts of money on
advertisements and other political tools calling for the election or defeat of individual
candidates is both a reflection of this change in the cohesion of the ruling class and a further
enforcer of it. In the absence of tax and regulatory policies that curb the wages of the very
rich, as well as changes in campaign financing, the political and economic power and



cohesion of the corporate and financial elite will continue to corrupt our democracy and
weaken faith that government can be a source for good.

The International Political Context
Roosevelt took office at a time of deep disillusionment over foreign entanglements. World
War I—“a dirty, unheroic war”—with its terrible toll of trench warfare and horrendous
casualties had been called the “war to end all wars.” The American population and much of
the Congress vowed never to fight again. As Leuchtenburg put it, “at no time in our history
has the hold of pacifism been stronger than in the interlude between the first and second
world wars.”56 With the exception of Latin America—in which the United States was
engaged in a largely invisible imperialist domination (except, of course, to those who were
dominated)—and its Pacific colonies, demobilization had returned the United States to an
inward-looking country. Deep protectionist currents in the Congress had resulted in the
erection of tariffs on international trade, which, at any rate, the United States was not heavily
reliant on, as it had escaped the war with its economy unscathed. With the Crash of 1929,
moreover, world trade had come to a grinding halt. Even foreign entanglements meant to
keep the peace, such as the League of Nations and the World Court, had been rejected by the
Senate. So strong was the isolationist sentiment in Congress that a series of Neutrality Acts
was passed that prohibited American ships and citizens from becoming entangled in outside
conflicts. While the refusal to use American power to try to mitigate the factors that would
eventually lead to World War II seems, in retrospect, mistaken,57 the absence of foreign
entanglement meant that when the Depression hit, the Roosevelt administration could focus
on fixing its domestic economy. The end of the war had also turned the United States into a
creditor nation, and no military–industrial complex existed to vie for a large chunk of the
national treasury. No treaties bound the United States to protect foreign states if they were
invaded. No fear of imminent attack led the American people to welcome a national security
state.

By the time Obama took office, the United States had become a major superpower with
over 700 military bases around the world, a military budget amounting to 58 percent of
spending by the top ten military powers in the world58 and one that ate up by some estimates
58 percent of domestic discretionary spending,59 the largest nuclear weapons arsenal in the
world, and a national security state with vast powers of surveillance and coercion. Moreover,
it was engaged in waging two wars at once—in Iraq and Afghanistan—and had committed
itself to an unending asymmetrical war against a non-state terrorist enemy that could strike at
any time. It existed within an international context of swiftly changing geopolitical dynamics
that posed grave and seemingly intractable challenges to world peace and stability and was
entangled in a vast web of international trade, investment, and labor flows that dwarfed
anything in the 1930s. In addition, unlike the United States in the 1930s that had yet to
become an empire, the United States was now an empire in decline, a major debtor facing a
rising China and maintaining its self-image of superiority largely in respect to its military
might.

The Environmental Context
While the Roosevelt administration faced environmental problems of unprecedented
proportions, these problems—deforestation, soil erosion, the need for flood control, the lack
of rural electrification—were largely containable within the borders of the United States and,



with concentrated attention, could and would be mitigated through wise stewardship and
reclamation policies. Though in use, fossil fuels had not yet spawned the massive
international cartel that in the twenty-first century would dominate the politics of nations; and
the chemical industry had not yet reached its deadly zenith. It was not until the publication of
Rachel Carson’s Silent Spring in 1962 that the country would become aware of what the
chemical industry had been pouring into the environment. Nor had nuclear power become an
industry that generated a waste stream so deadly that it would have to be sequestered for tens
of thousands of years.

The United States now faces an environmental crisis of far greater dimensions and far
more complexity than that faced by the Roosevelt administration, and the crisis is now global.
Species extinction and climate change, not to mention pollution from the chemicals that are
poured into our environment as well as wastes from industrial agriculture, have reached crisis
proportions and, in the case of climate change, the timeline for fixing them is very short, if
not past. As the world’s leading climate scientists had predicted, natural disasters are now
occurring more frequently and with greater intensity, causing not only massive human and
physical dislocations but straining the ability of even most advanced country governments to
deal with them. These problems can no longer be contained within the borders of one
country, and thus solutions must be found through international negotiations and treaties. But
meeting the environmental challenge in the United States is made all the harder by a powerful
campaign funded by the fossil fuel lobby that has convinced the Republican party (a party
deeply beholden to this lobby) and a portion of the population that climate change is a
“hoax,” and that evidence-based science is not a reliable guide for public policy. What is
more, we have a Congress that is so ideologically fixated on deficit reduction that it is
making it almost impossible to fund the kinds of programs at the level that is necessary to
bring about economic recovery and reduce our reliance on fossil fuels. All of these
differences in both the international geopolitical climate and the environment make the job of
a President of the United States today infinitely harder than it was in the 1930s,
notwithstanding the fact that the economy in those years had collapsed entirely, whereas the
United States finds itself today in a long, fragile, job-poor recovery.

Despite the fact that the political, cultural, and environmental differences between the
Great Depression and Great Recession make it harder today to assert a role for government in
mitigating the problems that now beset us—from poverty, unemployment, inequality, lack of
affordable housing and healthcare, to environmental degradation and climate change—the
contributors to this book still believe that government can and must be part of the solution
and that there is much that we can learn from a time when government was indeed viewed as
the solution, not the problem.
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A Tale of Two Crises

A Comparative View of the Political Economy of the Great Depression and
Great Recession

VOLKER JANSSEN

Open the newspaper today and it looks as if the entire nation has turned Austrian. No, we are
not witnessing mass migration towards the small nation in the European Alps, but a powerful
drift towards a body of economic thought widely known as the Austrian school. Similar in
principle to the classic economic liberalism of the nineteenth century, the contemporary
followers of Ludwig von Mises and Friedrich Hayek hold steadfastly to the notion that
economies grow and recover their natural balance of supply and demand on their own, if only
prices are allowed to fall freely—especially the price of labor. Any effort of government that
impedes the balancing mechanism of price fluctuations—such as the pledge of the business
community to Herbert Hoover in 1930 not to lower wages, the Federal Reserve’s purchase of
mortgage-backed securities since 2008, or the financial support for the struggling American
automobile industry by the Obama administration in 2009—is nothing less than an
interruption of the “natural” restoration of a market equilibrium.1 Republican presidential
candidate and multimillionaire Mitt Romney took this stand when he recommended in a 2011
interview in Las Vegas, Nevada—ground zero of the imploding housing market—not to “try
to stop the foreclosure process” and to “Let it run its course and hit the bottom.”2 Herbert
Hoover’s Secretary of the Treasury Andrew Mellon summarized this economic view deftly
over eighty years ago when he urged his president to “liquidate labor, liquidate stocks,
liquidate the farmers, and liquidate real estate.” Never too concerned about the fate of
ordinary Americans, the multimillionaire treasurer was convinced that this would “purge the
rottenness out of the system,” by which he meant weak banks and businesses. Such
bloodletting, which would come at a high price for most Americans, was part of Mellon’s
cure. “High costs of living and high living will come down. People will live a more moral
life. Values will be re-adjusted, and enterprising people will pick up the wrecks from less
competent people.”3 This is economic theory as a morality play—or an exercise in social
Darwinism.

The Austrian school notion is that economic recession is a cure rather than an ill. This



“wreckage of false expectations” has recently gained a large following among libertarians,
Tea Party enthusiasts, and many whose wealth is secure enough to ride through any slump.4
Historians like Amity Shlaes have given new credence to this return to nineteenth-century
economic thinking with her history of the New Deal, The Forgotten Man. Shlaes’s account
blames government intervention for the scope of the Depression and claims that the New
Deal did not create new employment, a charge that ignores both the employment numbers for
the New Deal years and gross domestic product (GDP) growth rates that averaged 7.7 percent
annually between 1933 and 1941.5 As the nation remains deeply divided over its response to
the lingering effects of the Great Recession, and as policymakers determine what lessons are
to be learned from the Great Depression, it is hardly surprising that such historical
revisionism gains the attention of some pundits and politicians. Shlaes’s book is a favorite
among Republicans, and Newt Gingrich and the author have a strong mutual affection.6

Even Americans who have never heard of Friedrich Hayek, the Austrian school, or Amity
Shlaes frequently remember the Great Depression as a “readjustment of values,” to
paraphrase Andrew Mellon. Local journalists who have turned to survivors for an authentic
comparison of the 1930s with the Great Recession have gathered countless anecdotes that
contrast past suffering as a lesson in virtue and the fallout of the recent Great Recession as
the proper comeuppance for a spoiled generation.

Widespread are the stories of family solidarity and neighborly support, of the stoic
endurance of deprivation with humble gratitude and ingenuity. In almost every story,
survivors took away the lessons of hard work and frugality. In turn, welfare recipients and the
poor tend to get poor marks from Depression survivors who are confused by the different
face of poverty today. As stories of perseverance and determination, these accounts of the
Great Depression can certainly inspire a younger generation. But as much as Americans lived
through the Great Depression as individuals, as families, and as neighbors, they also existed
in an economy much larger than their own worlds. It would be too much to ask of Americans
to recall, say, the impact of the Federal Deposit Insurance Corporation, which no one notices,
since it got rid of the most dramatic memory of an economic downturn, the bank panic of
1933. Nor should we expect the present generation to attribute the standardized thirty-year,
self-amortizing home mortgage, and thus the expansion of American homeownership after
World War II, to the New Deal’s Federal Housing Administration. We should not even
begrudge the fact that these memories understate federal relief programs, the lifeline many
received through the Civilian Conservation Corps or the Works Progress Administration. And
we should not be surprised that they give little mention to lasting institutions such as Social
Security or the postwar prosperity that was built on New Deal legacies and was marked less
by hard work and frugality than by a new age of consumption. Personal memories are exactly
that—personal. They owe the historical context nothing. It is for that reason that any
comparison of the Depression era with the early twenty-first century needs to stress the
features of the larger political economies. As seductive as the idea of the nation’s economy as
a morality tale may be, the story is much bigger than that of our grandparents or great-
grandparents and different from what Austrian school economists would have us believe.

This chapter compares the political economy of the periods of the Great Depression and
Great Recession, highlighting telling similarities and crucial differences in the causes of the
two economic downturns. What do we mean when we characterize the economy of the
interwar years as a “national industrialized consumer economy,” and how does this compare
to our globalized service and information economy of today? What infrastructures,
technological systems, and scientific standards drove productivity and growth prior to the
Great Depression, and what has been behind economic expansion in the last twelve years?
What place did the United States assume in the global flow of labor, capital, and goods in the



interwar years, and how does this compare to the United States in the world economy today?
Finally, how did social, monetary, and fiscal policies shape growth and the distribution of
income in the 1920s and today? I begin with a brief summary of the key similarities and
differences between the economic collapse of 1929 to 1933 and will conclude with some
observations about the different responses of government in the two eras.

The American Way of Life: Then and Now
For young urban Americans in the 1920s, the world looked brand new. There was the jazz
that gave the age its name, marathon dancing, body building, and crossword puzzles. They
visited speakeasies that illegally sold alcohol in defiance of Prohibition, ate bagels, attended
“petting parties,” and flirted on “lovers’ lanes” in the privacy of their cars. Young women
wore low-cut gowns and lipstick, bobbed their hair, and spent their own money. African-
Americans discovered a new sense of community and culture in Northern urban
neighborhoods such as Harlem, Chicago’s Southside, or Los Angeles’s Central Avenue. To
many rural folks, small town residents, and new urban dwellers, on the other hand, the
“Roaring ‘20s” suggested a corruption of family values, prostitution, racial mixing,
bootlegging, and crime. For them, modern life seemed to push traditions and standards off
their foundations, and they turned bitterly against what they considered the causes of these
undesirable changes—immigrant cultures, labor unions, women’s autonomy, science, and the
teaching of evolution.7

The unbridled enthusiasm for a new age and economy in the 1920s reminds us of the more
recent hype about a new online marketplace and community, one in which old traditions and
customs no longer count and in which new patterns of consumption and leisure shape a new
generation. The conservative reaction—from the surge of religious fundamentalism and anti-
immigrant sentiment to the rejection of science—is equally familiar. But to be sure, the
changes of the interwar years had been in the making for a generation, just as those of the
post-9/11 era did not arise suddenly. The transformation of American life into that of the
1920s consumer society had begun in the late nineteenth century and accelerated remarkably
in the 1920s. This transformation extended deep into Americans’ culture of work, family life,
international relations, and the nation’s political culture. At its center, however, stood a surge
in mass production, mass consumption, and a new infrastructure geared towards middle class
consumerism. Consider the fact that housing began to sprawl into suburbs outside
metropolitan centers during that time and that the increasing availability of electricity there as
well as in city apartments made possible the use of consumer durables like vacuum cleaners,
washing machines, and other household appliances. Only 20 percent of Americans had indoor
flush toilets in 1920, but 51 percent enjoyed this amenity ten years later. Central heating was
a rarity at the beginning of the decade (one percent of households), but existed in 42 percent
in 1930. Radios did not exist in 1920, but four out of ten families owned one by the end of the
decade. Most importantly, Americans in the 1920s bought automobiles whenever they could.
By 1929, one in every five Americans owned a car, compared to only one in 135 Germans.
Large cities like New York, Chicago, and Los Angeles were already familiar with big traffic
jams. For the first time in history it seemed that a standard of living once only available to a
small elite, if that, was within reach for a large share of the middle-class.8 A growing number
of Americans hoped to ascend to a middle-class lifestyle through education that would
qualify them for skilled white-collar work. High school became an American institution, and
high school graduation rates rose steadily over the decade.9

Part of the change in the national culture of the 1920s was a new embrace of consumer
credit, promoted by carmakers and other durable goods producers. A small down payment



allowed consumers to “buy now, pay later.”10 The motivation behind this financial
innovation was simple: mass consumption did not keep pace with mass production, and only
by lowering the thresholds for large household purchases and enticing customers to spend
ahead of their earnings could durable goods producers sustain their growth rates. Magazines
and the radio broadened Americans’ access to information, and advertising campaigns for
make-up, ready-made food, and gadgets like personal cameras offered consumption as a
lifestyle choice.

Move forward to the early 2000s, and we can observe a very different transformation of
consumption and popular culture driving a very similar increase in productivity and output.
And both were shaped significantly by new credit-financed consumer experiences. Not cars,
radios, telephones, and toasters, but wireless computing and communications, social media,
and new online multimedia formats spread rapidly through American households. General
Motors and General Electric shaped consumers’ lives and tastes in the 1920s; in the early
2000s, Apple and Google did. The growing demand for consumer durables of the 1920s was
part of the political economy of an industrial consumer society in which cars and home
appliances furnished the American dream of middle-class family life—much of it dependent
on a public infrastructure of transportation, energy, and education. Apple products, Google
services, and other agents of the Web revolution have improved the digital access to
information, increased worker productivity, and fostered online communities and e-
commerce at the expense of traditional communal ties and brick and mortar retail,
transcending or bypassing existing public infrastructures rather than reinforcing them.

In the 2000s as in the 1920s, Americans and their economists believed that economic
growth derived from increases in worker productivity. The expansion of the Fordist regime of
mass production in electrically powered factories certainly increased the output per worker.
And there is a good case to be made that the technological change in information and
communications in the 1990s reaped significant rewards in the 2000s. Add to that the
incorporation of China, India, and the former Soviet bloc into the global post–Cold War
economy, and it seems only sensible that economic growth was accelerating. In both cases,
however, the evolution of the financial sector altered the scenario considerably, and in both
cases consumers relied on credit at an accelerating rate to partake of this growing economy,
giving producers and sellers the impression that all was well indeed.11

Striking also is the contrast in the way the flagship industries fit into national and global
economies. Electricity mobilized industrial power sources in the 1920s and allowed for an
increase in continuous flow process methods and the assembly line. The result of such
increased industrial productivity was a place like Detroit—the quintessential American city
of industry. Since the 1970s, however, revolutions in communications, air travel, and cheap
cargo shipment via container vessels have made urban-industrial concentrations like the
“motor city” a relic of the past. Global flows of capital, goods, finance, and to some extent
even labor have blown a hole in the economic clusters of mid–twentieth century industrial
cities. Employment, as a result, takes place everywhere. Apple, the largest U.S. company
ever, as measured by its stock market evaluation, has 47,000 employees in the United States,
but probably employs up to 700,000 through a network of suppliers that make iPhones, iPads,
and other products overseas. By comparison, General Motors employed 77,000 people in the
United States in 2011 with market capitalization less than 10 percent of that of Apple.12

Between 1921 and 1929, employment in manufacturing industries accounted for much of
the 9 million new jobs created. Economic historians have estimated that the average
unemployment rate was just 3.3 percent between 1923 and 1929, an average that admittedly
obscures the high degree of employment uncertainty and frequent short-term periods of
unemployment among factory workers. Workers’ productivity grew significantly as a result



of technological innovation during this period.13 Back then, wages and working hours also
improved, although the average increase here, too, obscures unequal progress for skilled and
unskilled workers. Real earnings between 1900 and 1910 had increased 20 percent, about 12
percent in the following decade, but a full 23 percent between 1920 and 1930.14 Not all
sectors benefited equally, however. Urban industrial workers tended to fare better than their
counterparts in rural areas. Women had been part of the American industrial labor force since
the early 1800s, but in the 1920s the majority still worked in domestic service or in “pink
collar” jobs—the gender-segregated bottom rung of white collar work that comprised
secretaries, switchboard operators, and the like.15 Membership in labor unions declined
significantly in the 1920s, from more than 12 percent of the civilian labor force to less than 8
percent on the eve of the Great Depression.16 Courts were commonly on the side of
employers and granted frequent injunctions that temporarily forbade boycotts or picket lines.
As a rule, the government did not interfere in these uneven labor relations. Kindled by the
Russian revolution, widespread fear of Communism and labor radicalism after World War I
undermined public support of unions, while welfare programs at new companies such as
Eastman Kodak in Rochester, New York, reduced workers’ incentives for organizing their
own unions.17 Finally, the most powerful union, the American Federation of Labor, showed
little interest in organizing the unskilled workers of the growing mass-production industries.
Employers also exploited religious, ethnic, and racial divisions within the working classes to
prevent large-scale unionization.18

Similarly, in the first decade of the twenty-first century, the environment for unions was
not a friendly one. Large employers like WalMart have worked aggressively to prevent
unionization in their stores.19 A heavy reliance on undocumented immigrant labor in
agricultural and some food-processing industries has weakened the ability of unions to fight
for workers’ rights. At 37.5 percent in 2000, government workers had the highest rate of
union membership in the American labor force. In contrast, only 9 percent of workers in the
private sector were unionized. Whereas 24 percent of transportation and public utility
workers were represented by unions, 18.3 percent of construction workers and 14.8 percent of
manufacturing workers were organized. A mere 1.6 percent of employees in finance,
insurance, and real estate were union members.20 That said, basic New Deal labor protections
persisted to prevent employers from the openly brutal suppression of labor activism
Americans had witnessed in the 1920s and first half of the 1930s.

These differences in labor protections and unionization levels are significant, but there is a
more profound difference between the labor force of the Depression era and today: in regard
to the type of goods and services produced. In today’s globalized economy, manufacturing
increasingly takes place abroad, most famously—or notoriously—in China. Cheap-labor
competition from developing nations has reduced economic growth in the United States to
what Vanek has called “the non-transported goods industries,” such as construction,
restaurant and hospitality industries, or government goods and services, including the
military. These were precisely the sectors that “‘flourished’ in recent years or decades.”21

Not that the economy of the 1920s was without its weak spots. New automotive and
electrical industries grew profitably, but other sectors stagnated. The “golden age of
agriculture” had passed with the recovery of international commodity markets after World
War I and a related drop in crop prices. Stranded with heavy debt and low rates of return,
farmers foreclosed at five times the rate in 1929 than in 1923. While the average earnings for
all employees in the United States rose, farm income fell from an average of $1,196 to $945
by the end of the decade (comparable to $12,726 in 2013).

Farmers were not the only ones left behind by the new era. In fact, the growth in consumer
durables went hand in hand with the stagnation or shrinkage of industries in what Joseph



Schumpeter has described as a process of “creative destruction.” The telephone replaced the
telegraph; the internal combustion engine changed transportation patterns and spelled the ruin
of many urban trolley lines.22 Passenger miles on railroads—the nation’s economic engine
during industrial development—declined from 47 million in 1922 to 34 million in 1927, and
profits remained small. With the exception of oil tankers and some special-purpose vessels
transporting fruit from Central America, most ocean shipping depended on government
subsidies to remain viable. The expansion of the oil and chemical industries reduced reliance
on coal, the fuel on which previous economic fortunes had been built. The coal industry’s
share of national income shrank from 1.7 percent in 1922 to 0.7 percent in 1929.23

The nation’s economy of the 1920s did not exist in isolation, of course—although many
Americans wished that it did. In the wake of World War I, Americans grew tired of
Progressive idealism. Doubtful that foreign diplomacy could “make the world safe for
democracy,” many subscribed to the notion of isolationism—minimal political involvement
with foreign powers. At the same time, America’s role in the world and global markets had
changed dramatically as a result of the war. The United States had always been a debtor
nation, owing some $3.7 billion to foreign investors in 1914. By 1920, the United States had
become a creditor nation with $12.6 billion in investments abroad on its balance sheet. Much
of this was financial aid the U.S. had provided to its European allies (particularly England
and France) during their fight against Germany and the Central Powers. The Allies decided to
recover their debt from defeated Germany through reparations, which ultimately led to that
nation’s monetary collapse in 1923. Under the Dawes Plan, the United States negotiated an
international payment system whereby Wall Street and the Federal Reserve provided
Germany with loans to be used to pay reparation demands to Allies. This allowed the Allies
in turn to meet their obligations to the United States. At the same time, Americans sold more
goods abroad than they bought. Congressional tariffs in 1921 and 1922 made it more difficult
for Europeans to sell goods to Americans and earn dollars. Without that currency, Europeans
had no choice but to pay with the international means of exchange—gold.

The war-related debt and credit triangle between the United States, the Allied Powers, and
Germany was one challenge in international finance during that time. Closely tied to this was
the burden the gold standard imposed on national economies. Wartime inflation had
strengthened a broad desire in much of the world’s economies to restore international
economic and financial stability through resumption of the gold standard. The volume of a
gold standard currency was fixed to its gold reserves and shrank or grew with the amount of
gold in the nation’s coffers. Some European countries chose exchange rates well below those
of the prewar days to give themselves an advantage in trade, while the United Kingdom
restored 1913 exchange rates in order to maintain London’s position as the center of global
finance. This was only accomplished through a major deflationary squeeze, and it pushed
Britain’s already struggling export industries further into contraction. To add to the struggling
British Empire’s troubles, international trade was favoring the United States after World War
I, increasing the flow of bullion across the Atlantic. In an act of economic nationalism and
petty rivalry with the neighbor across the channel, France began to actively buy gold to amass
reserves. By 1929, France and the United States had amassed 60 percent of the world’s gold
reserves. Britain imposed high interest rates to attract foreign investors at the expense of
domestic investors in search of credit. And on top of it all, the Bank of England relied on a
$500 million commitment by the New York Federal Reserve, whose head, Benjamin Strong,
prophetically warned his English counterpart, Montagu Norman, that “domestic
considerations would likely outweigh foreign sympathies” in times of “speculative tendencies
in the economy.”24

Under normal conditions, an inflow of payments in gold to the United States would have



raised prices, making American goods less competitive, European rivals more successful, and
restoring the trade balance. Economists know this as the price specie-flow mechanism. It
works at the expense of price and market instability in domestic economies—if it is allowed
to work. The Federal Reserve wanted gold as well as price stability and stable markets at
home and chose instead to manipulate the gold–currency relationship. This prevented
inflation in the United States, but it also made banking systems in gold-starved currencies
vulnerable.25

Isolationism as an ideological position has experienced something of a revival recently,
although the resentment against foreign involvement has changed significantly in the late
twentieth century and the early twenty-first century. Americans started to home in on the
dangers of exporting manufacturing jobs to Mexico and then China during the post–Cold War
recession of 1990 to 1992, simultaneously blaming China and American venture capitalists
for shipping jobs overseas and depending increasingly on cheaper consumer goods from the
growing Chinese manufacturing sector. Progressive critics of globalization were less
interested in vilifying Chinese workers or their autocratic government than in speaking out
fiercely against the new regime of free trade—represented by such international institutions
as the International Monetary Fund (IMF) and the World Trade Organization (WTO). The
mission of today’s critics of globalization has not been one of economic nationalism, but of
restraints on global capital in favor of international collaboration on pressing social and
environmental issues. In other words, the critics of globalization wanted to reduce the power
of the IMF, to make the WTO less a tool of international capital, and to achieve binding
international resolutions to curb greenhouse gas emissions. Beginning with the war on terror
under George W. Bush, a new critique of American foreign entanglement focused on the
overly ambitious and self-serving efforts of “nation-building” in Iraq and Afghanistan. Since
the onset of the Great Recession, however, the inability of European nations to resolve their
currency and debt crises and the increasing significance of China, not only as the world’s
workshop but as a geopolitical force, international creditor to the U.S. bond market, and
emerging consumer society, has fostered a popular economic nationalism in fierce denial of
U.S. economic interdependence. Although fair-minded economists have also warned about
the dependence of the U.S. consumer economy on Chinese capital—the United States has
become the world’s biggest borrower while China has risen from loser of the Cold War to the
world’s biggest lender. This fierce neo-isolationism is most pronounced among followers of
the Tea Party movement and libertarians. It has even included calls for an end to the Federal
Reserve System and a return to the gold standard—something Nobel Prize economist Paul
Krugman confessed, in an interview with National Public Radio’s Terri Gross, that he would
never have thought possible in his wildest dreams.26

The gold standard was the monetary regime that governed the U.S. and the international
economy of the 1920s. The fiscal regime designed by the élite of the Republican Party was
the other. Presidents Warren G. Harding and Calvin Coolidge led most frequently with
inaction, but their Secretary of Commerce, Herbert Hoover, put his stamp on Republican
economic governance in the 1920s. Hoover effectively invented the role of the modern
Secretary of Commerce during his time in the Harding and Coolidge administrations. He
revolutionized relations between business and government, playing a central role in the
effective regulation of radio broadcasting, aviation, and street traffic. Few would have
doubted his capacity to master the nation’s most difficult economic crisis, and his solid
record as a humanitarian might have led many to expect that Hoover would be the first
president to put relief of poverty over the principle that relief was not the province of the
federal government.

Tightly connected to their commitment to make the federal government aid the



development of American business was the Republican belief that tax cuts at the top could
increase federal revenues. While Secretary of the Treasury Andrew Mellon cut taxes for
Americans of all income groups in this first installment of trickle-down fiscal policy, his cuts
had the biggest impact on those earning $1 million and more, and those who inherited wealth.
Tax revenues rose proportionately with GNP, but not more. The share of disposable income
for the top 1 percent increased from 14.2 percent to 19.1 percent, which is comparable to the
share earners received in 1990 after a decade of President Reagan’s policies.27

Both the Republican policy makers of the 1920s and advocates of trickle-down
Reaganomics since the beginning of Reagan’s presidency in 1981 have insisted that less
progressive tax rates increased rewards for the owners of capital and thereby stimulated
investment and industrial development. They have also claimed that the economic growth
that would result from such tax cuts would increase fiscal revenue overall and reduce tax
fraud. After World War I, when the United States was the largest manufacturing nation in the
world, the latter claim was not unreasonable. Higher earnings on the top could very well have
been spent on new manufacturing establishments in the United States—its fastest growing
economic sector.28 How much eventually trickled down to unskilled workers in those new
industries is another matter—wage gains for the least skilled workers in industry were
minimal during that time. And while the expected revenue increases did not materialize in the
1920s, the spending restraints under Calvin Coolidge meant that the federal government was
able to retire some of its debt. Overall, the nation’s debt shrank in the 1920s, from $24 billion
to $16 billion, or by one-third.

Trickle-down since the Reagan administration has worked in a very different context. At
the time, Ronald Reagan’s economic advisor, Arthur Laffer, hypothesized that job gains
would result from invested income at the top of the economic ladder. But American
businesses that were already investing in manufacturing capabilities overseas were simply
parking their money offshore. Top earners would have had no reason to let notions of
economic nationalism trump their motivation for better gains and business ventures overseas,
so whatever “trickled” came “down” many places, and not necessarily in the U.S. labor
market. Equally problematic was the claim that tax cuts at the top would stimulate economic
recovery and bring in higher levels of fiscal revenue. Even if that had been the case, soaring
deficits resulting from increased military spending and war during the Reagan and George W.
Bush years created fiscal crises for succeeding administrations.

As was the case with Mellon’s original tax cuts, those of the Reagan years were not
simply one fiscal policy, but the expression of a set of economic beliefs Peter Temin has
termed the “Washington Consensus,” a bipartisan economic policy of the post–Cold War
years that embraced privatization and deregulation, stable exchange rates, and moderate fiscal
policies.29 This Washington Consensus included the belief that the era of big government was
over, that the global economy of the late twentieth century required free-market solutions,
and that the firewall between commercial and investment banks in the form of the 1933
Glass-Steagall Act was an obstacle to modern financial markets. Its repeal during the Clinton
administration in 1999 marked a turning point in U.S. financial history, the end of an era, and
the beginning of new experimentations with structured finance and collateralized debt
obligations.

Boom and Crisis: 1929 versus 2008
Stock prices began to move up in 1926 and 1927, and shot upward with increasing speed in
1928 and 1929. A decade earlier, few ordinary Americans would have chosen the stock



market over conventional savings accounts, but the marketing of Liberty and Victory bonds
during World War I introduced some 22 million Americans to the securities market. The
successful bond drives encouraged more corporations to “go public” by offering their shares
on Wall Street. A growing number of brokers and investment firms like Goldman Sachs
Trading Corporation offered buyers professionally managed investment “portfolios” that
contained a diverse range of company shares. Harper’s Magazine concluded the stock market
was no longer an exclusive marketplace for “hard-boiled knights” but a place “for the butcher
and the barber and the candlestick maker.” The number of shares traded provides a good
insight into the increasing activities in the stock market: in 1919, which had been the biggest
boom year of the century, a total of 317 million shares were traded. In 1927, the New York
Stock Exchange traded 577 million shares; in 1928, a full 920 million. In 1929, Wall Street
traders made 1.1 billion share transactions. By the beginning of 1929, new investment trusts
emerged at a rate of one a day, doing nothing but selling paper shares in paper portfolios.30

American consumers had learned from car dealers and department stores how easy it was
to “buy today, and pay later.” So, when stockbrokers offered similar deals on their products
—paper shares in investment portfolios—it required no giant leap to understand the appeal of
buying on margin.

With $100 down and a $900 loan from one’s broker, a buyer could purchase 100 shares of
a company such as Commercial Solvents at $10 apiece. Assuming that the company’s share
price rose to $20 in half a year—something that happened frequently in the booming market
of 1928–1929—the investor could reap a profit of $1000 on his $100 investment, minus
interest payments on the loan and commission fees. Spectacular gains in stock prices made it
increasingly difficult for investors to resist margin buying. Buying on margin became so
popular that commercial banks began to loan money to brokers, and corporations, too,
pumped their own money into brokers’ loans. By October 1929, brokers owed $6.6 billion to
lenders such as Bethlehem Steel, Standard Oil, and the Chrysler Corporation, as well as $1.8
billion to regular banks.31

Many economic indicators at this time suggested that stock prices were increasing for
good reasons. Gross national product and per capita income were growing steadily,
productivity was increasing, and corporations were reporting profits. But after 1927, the stock
market surge was driven by fantasy and speculation rather than by economic facts. Floor
traders on Wall Street designed pools—schemes to artificially inflate prices by selling shares
back and forth amongst each other, thus creating the allusion of intense market activity
around an attractive stock. When buyers outside the pool bought the stock and their demand
drove the price higher still, members of the scheme sold quickly and made handsome profits
while the manipulated stock fell into a slump. Investors who wanted to make informed
decisions had only limited access to information, since Wall Street required very little
disclosure from listed companies, and investment bankers produced brochures good for
advertising rather than careful assessments of the value of securities. Amidst the general
exuberance, voices of caution dissipated. American business, with free rein from the federal
government, seemed to have provided the solution to the economic and social problems
reformers and unions had struggled with for decades. Typical of the confidence of the time
was Democrat John Jacob Raskob, who titled his article in the Ladies’ Home Journal
“Everybody Ought to Be Rich.”32

Partly because the 1920s witnessed many true stories of economic success, partly because
people believed that technological innovations were truly inaugurating a new era, and partly
because advertisers sold the illusion of an overall growing prosperity, more Americans were
willing to invest with higher levels of risk. During the 1920s, speculation emerged as a major
preoccupation of Americans. In 1920, Charles Ponzi of Boston—a former vegetable peddler,



forger, and smuggler—convinced thousands of credulous investors that he could deliver a 50
percent return on their investment in his Old Colony Foreign Exchange Company, paying out
just enough dividends to allay suspicions of fraud. This “Ponzi scheme” cost its victims
everything, and earned its inventor millions—as well as a long prison sentence when the
fraud came to light a few months later.33 This was hardly the last trap for speculators eager
for quick riches. The construction boom of the early 1920s produced not only urban sprawl,
but also real estate booms in California and in Florida. At the height of Florida’s land
speculation mania in the summer of 1925, the Miami Daily News printed a 504-page issue
crammed with real estate advertisements—the largest newspaper issue in history. A hurricane
in 1926 brought an end to this euphoria and left many investors stuck with acres of swamp.34

Speculators then began to look for new opportunities to turn quick profits and moved away
from real estate and into the stock market.

The Federal Reserve had been concerned with the irrational exuberance on Wall Street for
some time before 1929, believing that speculation drained capital from more productive
investments. Fearful of taking more drastic measures such as limiting banks’ access to credit,
which would have curbed both broker loans and legitimate business loans, “the Fed” tried
instead the strategy of “moral suasion”—with little effect. In December 1928, it increased the
“discount rate,” the interest rate at which banks could borrow from the Federal Reserve, from
4.5 to 5.5 percent. This increase did not make the broker loans unprofitable, but it signaled
future restrictions in credit. Other central banks in Europe followed this example. But the
stock market’s following remained loyal to the bubble. Powerful bankers like Charles A.
Mitchell of National City Bank balked at the Federal Reserve policy and promised to pump
additional money into the broker’s loan market. In the summer of 1929, the Index of
Industrial Production headed downward, largely because homebuilding slumped farther for
the third year in a row. The Federal Reserve decided to cool the heated stock market by
increasing its bond sales in the open market. This meant that money in circulation
increasingly went into Treasury savings bonds rather than into stocks.35

On September 7, 1929, the Standard and Poor’s Composite Stock Index had peaked after
the first break in the stock price rally. From September to October, trading volumes increased
dramatically, and overall prices declined slowly. On October 24, 1929, panic selling hit the
market: thirteen million shares changed hands that day, and the ticker technology was so
overwhelmed that buyers and sellers did not know the prices of their afternoon trades until
7:00 PM that night. A group of bankers, including Charles A. Mitchell and J. P. Morgan &
Co., tried to stem the tide of selloffs with a $20 million buying pool, and the Rockefellers
similarly tried to keep up the price of their Standard Oil stock with a $50 million purchase. It
was to no avail. National City Bank’s and Standard Oil’s stocks dropped precipitously.36

Trading and the panic resumed on October 28th (Black Monday) and October 29th (Black
Tuesday).

The market’s decline continued until mid-November, by which time stock prices had
fallen to half of their August value. Much of this had to do with the panic selling of stocks
that brokers had purchased on margin. News from Wall Street raced around the world and
triggered crashes at the London exchange, then in Berlin, in Paris, and finally in Tokyo.
President Hoover, economist Irving Fisher, and other market experts assured the public that
the American economy stood on solid footing. Such frequent incantations tried to separate the
stock market from the American economy like froth on a drink, but they could not prevent
the decline. News that industrial production had declined in the third quarter in the United
States and that foreign economies were collapsing pushed more investors to cut their losses
and bail out of the stock market.

Well into 1930, most stock prices remained above the levels reached in 1926. In the past,



observers would have described such market behavior as a “technical adjustment.” But in the
1920s, Americans had come to believe that they had entered a “New Era,” and the stock
market was one of its most illustrious symbols. Thus, falling stock prices hurt the optimistic
view of the future and the power of capitalist enterprise. Pessimism spread rapidly. This
crippled consumer spending and confidence, without which few were willing to buy goods on
credit on the installment plan, the new American custom.37 And experts at the Federal
Reserve still believed that banks failed first and foremost because of poor management, and
that the bankruptcies were part of the healthy process of competitive selection in the financial
marketplace. Federal Reserve officials thus failed in their most important role, and the
collapse of banks continued unabated. Previous market crashes had also produced
bankruptcies and unemployment, but their effect had always been most pronounced on the
fringes. In 1929 and the ensuing years, the economic plight unseated those who had thought
themselves most firmly in the saddle.

In the 1920s, the risks of stock market speculation were significant. In the years after
World War II, by contrast, securities fraud became more difficult, thanks largely to the
creation of the Securities and Exchange Commission during the New Deal. And yet, it was a
stock market crash that ended the twentieth century and inaugurated the new millennium. The
burst of the “dot-com bubble” in 2000 shared some significant characteristics with 1929—it
depended on an unbridled enthusiasm for new technologies that promised a “new era”
seemingly unfettered by the dynamics that brought about economic failures in the past. And it
was fed by millions of small middle-class investors rushing into the market hoping to cash in
on a trend that seemed to churn out millionaires and hoping to make the financial gains that
had eluded them through much of the hollow boom of the 1990s.38

Those who had not lost faith in the stock market in 1999 and 2000 might well have lost
their nerve in the wake of the Enron, WorldCom, and other accounting scandals that followed
soon after. Past the courtrooms and criminal prosecutions, little reckoning followed these
corporate corruption cases, and Americans in search of a wiser and safer investment
increasingly looked for tangible and seemingly safe assets in real estate. Early in October
2006, the conservative National Review celebrated the Bush Boom and compared it favorably
to the hollow boom of the Clinton years. This boom “[was] different,” explained Jerry
Bowyer, since it was “driven by something tangible—profits.” “Those who bet on the Bush
boom have done well,” Bowyer concluded, and “Those who bet against it, lost out.”39

The occasion for Bowyer’s gross mischaracterization of the Bush economy was a record
high Dow Jones—an indication that the dot-com bubble had not completely spoiled
Americans’ appetite for private securities. But even though Bernard Madoff—the Charles
Ponzi of the twenty-first century–drew Americans’ attention back to the risks of the stock
exchange, the biggest boom and bust of the Bush era would happen in the bond market. And
American homebuyers were at the heart of it, without their knowledge.

What had made American homebuyers both the agents and the victims of the Great
Recession was the proliferation of the sub-prime mortgage industry. Mortgage debt among
American consumers had risen since Congress had deregulated the financial industry in 1980,
lifted a ban on adjustable mortgage rates in 1982, and made home mortgage interests tax
deductible in the Tax Reform Act of 1986.40 This incentivized a home-loan business model
that developed into a predatory lending practice, misleading borrowers about the real cost of
their loans with manipulated and hypothetical “teaser rates.” Overall, a long-term decline in
the regulation of the mortgage industry made possible the explosion of the sub-prime
mortgage market. In the 1990s, the biggest year for this segment of the home-financing sector
had been a balance of $30 billion. In 2000, it had grown to $130 billion, and by 2005,
Americans had borrowed $625 billion in sub-prime mortgage bonds. Seventy-five percent of



this loan volume came with floating rates after the first two years. Worse, more than $500
billion of this loan volume had been repackaged and sold on the bond market. The
securitization of mortgages had begun in the 1970s to give the government-sponsored
enterprise the Federal Home Loan Mortgage Corporation (“Freddie Mac”) access to more
capital to finance home mortgages. By 1996, almost two-thirds of new home mortgages were
traded in the bond market. But the secret to the sub-prime industry’s success was an
“originate and sell” model that allowed those who signed the loan to sell the debt and the
associated risk as a repackaged mortgage bond. It was the packaging into collateralized debt
obligations (CDOs) that obscured the true risk of the mortgages and made selling risky assets
easy.41

Shielded from the risks of default through the securitization of home loans, the financial
industries lured both prudent and unqualified buyers towards homeownership, who
interpreted the rising housing prices as evidence that the American dream of owning their
own home might soon be out of reach and that unconventional loans were both signs of a new
age and their lucky break. Those Americans who signed up for “no doc” or “low doc” loans
that required no income verification have often been maligned as calculating con artists, but
most of them were immigrants and people of color who saw a chance at overcoming their
biggest hurdle to ownership—a down-payment—and who could not imagine why anyone
would loan them money if they were almost certain to default a few years down the line.42 As
was the case in the 1920s, leading voices in popular culture encouraged Americans to accept
a new type of financial risk as the trend of the times. A surge of get-rich-quick literature did
the job in 1920s; in the 2000s, reality TV and a rapid cable news cycle multiplied narratives
and anecdotes of real estate wealth that were difficult to resist.

Of course, get-quick-rich financial schemes are nothing new and should be expected in a
capitalist economy. But what allowed this industry to proliferate was not only the
deregulation of the mortgage industry, but of the financial market as well. The Securities and
Exchange Commission in particular had loosened the existing regulations for asset-backed
securities (ABS) in 1992. In 2003, ABS became exempt from the fraud protections included
in the Sarbanes-Oxley Act of 2002, and shortly thereafter ABS was relieved from registration
requirements.43 The purpose was to stimulate the bond market, and that was exactly what
happened. Investment banks expanded into asset-backed securities hoping to rebuild their
profitability after they had lost significant business in stockbroking to online trading services.
Structuring finance meant that asset-backed securities were packed into different tranches of
“risk” to be traded as collateralized debt obligations—the now-notorious CDOs. The repeal
of the Glass-Steagall Act under the Clinton Administration in 1999 also allowed commercial
banks to buy these new papers in large quantities. This meant that loan originators could
package their home loans in asset-backed securities and sell them in highly processed form as
CDOs to investors at, say, the Bank of America, where there was little understanding of the
actual default risks hidden in these assets. Many investors relied heavily on the
recommendations of publicly traded ratings agencies whose measure of success was the
number of deals they rated for investment banks and the fees associated with it. In order for
ratings agencies to keep the business of the mortgage industry, it had to accept the mortgage
industries’ projections of risk.44

In 2005, the Federal Reserve Chairman Alan Greenspan confidently concluded that the
sound economic growth was “not altogether unexpected or irrational.” To the public, it
seemed as if central banks had indeed mastered the art of harnessing the business cycle.45 But
their conviction that the financial system was just a “transmission mechanism” for their
monetary policy ignored the ways in which this mechanism had developed a life of its own—
one that deregulators had had in mind all along.46 Consider the fact that between 2000 and



2006, median wages grew by just about 1.7 percent, whereas the sub-prime–driven demand
for housing had raised real housing prices by 22 percent.47 It is difficult to escape the
conclusion of Damon Silvers and Heather Slavkin that the deregulation of the mortgage and
financial sectors was meant to bolster consumer spending that had stagnated because real
income remained flat or was actually falling. With the expansion of credit card debt,
mortgages, and home refinancing, American households had leveraged themselves heavily on
the bet that growth was now permanent.48

Yet the discrepancy between median wages and median housing prices also meant that the
bubble of this particular asset was unsustainable. The sub-prime mortgage industry could
conceal the poor credit risk of its mortgage holders as long as housing prices maintained a
steady growth rate and inventory sold quickly, since that allowed mortgage holders to move
on to new property and new adjustable rate mortgages (ARMs). But in 2006, home prices
ceased to increase, and in 2007, one of the nation’s largest sub-prime mortgage lenders, New
Century Financial, had to file for Chapter 11 bankruptcy after the investment banks that had
bought their securitized mortgages exercised their right to turn these loans back to this broker
firm because borrowers had ceased to make their payments within twelve to eighteen months.
New Century’s inability to buy back the mortgages ushered it into bankruptcy, but it also left
its investors stranded. Bear Stearns was such an investor, and by August 2007, it teetered on
the verge of bankruptcy. Around the same time, Countrywide Financial collapsed, and so did
a similar outfit in Great Britain: Northern Rock. They were acquired by the Bank of America
and Bank of England, respectively. The downturn accelerated in September 2008, when the
government-sponsored mortgage insurance enterprises the Federal National Mortgage
Association (“Fannie Mae”) and Freddie Mac were pulled under by the failure of the
secondary mortgage market and became subjects of a federal takeover in September 2008.
The two had held the credit risk of more than 50 percent of the U.S. home mortgages, and
shareholders lost all their money. One week later, Lehman Brothers went bankrupt, triggering
the largest credit crisis in a century, since a large number of firms drew short-term funding
for long-term securities from this investment bank. One day later, the Federal Reserve
decided not to let the same thing happen to American International Group (AIG) and bought
80 percent of the company’s stock at $85 billion.49

Fed chairman Ben Bernanke later explained this decision and the commitment to bailouts
and the “too big to fail” principle as a lesson learned from the Great Depression. Bernanke
credited Milton Friedman with the insight that central bankers bore considerable blame for
the Depression, although his own work in economic history had underscored the severe
consequences the nation suffered in the 1930s as a result of the disintegration of its financial
infrastructure.50 But this lesson had come to the Federal Reserve chairman only halfway into
the crisis. Worse, its own unwillingness to prevent the bubble in the first place by using the
powers Congress had provided or by asking Congress for the necessary powers had allowed
the economy to boom and bust. To use Joseph Stiglitz’s metaphor, the Federal Reserve under
Greenspan had grown confident it could easily fix the wreck and never thought about
preventing the accident in the first place.51

Government Helped—But When?
As banks shut their doors and left their clients out in the cold in the wake of the great crash of
1929, small and large businesses, too, lost their assets and had to declare bankruptcy. An
economic historian, Ben Bernanke researched these bank failures and how they affected the
credit available to small businesses and how many saw long-term relationships with their



lenders end for good. Other banks approached these small businesses far more cautiously and
could not evaluate the creditworthiness of new clients easily.52 Even businesses with access
to credit became cautious. Gross investment in the United States declined by over a third
between 1929 and 1930, and did so again the following year. By 1932, depreciation of capital
goods exceeded investment level.53

The Crash of 1929 turned the lives of many Americans upside down, but few Americans
probably saw their worldview shaken as much as did the President himself. Hoover’s
biography reveals that he was convinced that individual self-reliance and voluntarism were
the only correct approaches to overcoming the crisis. After the crash in October 1929, Hoover
urged his Cabinet members to act as if the panic had not occurred. Well into 1930, he insisted
that the downturn was temporary, that the foundations of the economy were solid, and that
the source of economic instability had everything to do with the European financial system of
reparations payments and nothing with the American economy. He secured pledges from
business leaders, governors, and mayors to keep up public spending and investment levels in
return for the president’s pledge to lower corporate and income taxes to stimulate consumer
demand. Fearing declining consumer confidence, businesses reneged on the pledge and began
layoffs. Quickly, the remaining parties to the voluntary pact retrenched. The sanguine
spending spree based on consumer credit was a thing of the past.

Only in 1931, when it had become clear that the economic crisis was not simply a matter
of the financial imbalance between Europe and the United States, did Hoover react more
forcefully. The Federal Farm Board, which Congress created under Hoover’s guidance, tried
to stem falling prices in agriculture by buying up surplus crops, but they did not restrict
production. The Board ended up owning several hundred million dollars worth of wheat, and
prices continued to decline. In October 1931, Hoover created the National Credit Corporation
(NCC), which recruited private bankers to use $500 million for buying up the questionable
assets of troubled banks, maintaining their liquidity, and reining in the bank panic. But the
bankers at the NCC simply could not bring themselves to buy dubious assets and never made
use of the corporation’s capital; almost 2,300 banks failed right in front of them. The
President’s Organization of Unemployment Relief tried to aid existing charities in their
efforts, and Hoover tried to lead by example with generous donations. But he balked at direct
federal aid to the unemployed, arguing that this would create a class of dependent citizens.
He insisted that Americans were sufficiently protected from hunger and cold, but the rising
hospital statistics of malnutrition-related deaths said otherwise. In 1932, Hoover’s
Reconstruction Finance Corporation marked the first significant departure from his voluntary
principles. Modeled after government agencies established during World War I, the RFC was
authorized to use $2 billion in taxpayer money to loan to banks, the boldest federal anti-
depression measure in U.S. history to that point. When most money went to big institutions,
however, labor advocates complained that the very economic elite that decried
unemployment relief as socialist corruption depended most heavily on government
assistance. Hoover still refused emergency funds for food, clothing, and shelter, but he
eventually agreed to let the RFC loan money to states for profitable public works projects.
Hoover also began to rethink the labor issue and signed into law the Norris-La Guardia Act,
which severely restricted the use of injunctions against strikers, something Republican
administrations had made ample use of throughout the 1920s.

The impact of federally funded public works on the national economy during the Hoover
Administration was negligible. If these projects put additional money into workers’ pockets,
the administration took it out again with the largest peacetime tax-hike in American history.
The 1932 Revenue Act illustrated the conventional political wisdom of fiscal responsibility
that the government could not spend more than it received in revenue. Two weeks after



passing the Revenue Act, Congress committed another act of fiscal responsibility. It refused
to pay out “adjusted compensation certificates”—bonuses—for World War I veterans ahead
of their due date in 1945. Congress had granted veterans this bonus in the form of 20-year
savings bonds in 1925. Outraged over Washington’s thrift at the same time that the
government spent public funds on farmers, banks, and railroads, approximately 20,000
veterans from across the country converged on the capitol. President Hoover refused to meet
with delegates from this “Bonus Army,” at the same time that he received courtesy visits
from sports stars and student fraternities. In an effort to disband the mass protest in the heart
of the nation’s capital, Hoover offered an advance payment of five to twenty dollars per
veteran to support their travel home. At the same time, his Secretary of War, Patrick Hurley,
announced the clearance of several occupied buildings. When veterans defended themselves
against violent police actions, the president ordered the complete removal of the protesters by
federal troops under the command of General Douglas MacArthur. Most veterans and their
accompanying families fled this show of overwhelming force and the tear-gas attacks.
President Hoover defended his general’s actions without reservation, convinced that the
veterans had threatened the very existence of government. The War Department derided the
protesters as a “mob of tramps and hoodlums” and “Communist agitators,” and claimed that
McArthur had acted with “unparalleled humanity and kindness.”54 Those who saw the
photographs of the event did not agree, and veterans’ groups—hardly organizations with
Communist sympathies—expressed bitter resentment over the Red-baiting. At a time when
authoritarian regimes moved with military force against poor and destitute civilians in the
waning democracies of Europe, Hoover’s harsh reaction to the Bonus Army was unforgivable
to most Americans—more so than any blunder in fiscal and economic policy.

Today, we often explain Franklin D. Roosevelt’s New Deal as a response to the Great
Depression. But the Great Depression only in part explains the New Deal and its popularity.
Just as important was Herbert Hoover’s administration and its failures. For three successive
Republican administrations, Americans had generally appeared to agree with former
President Calvin Coolidge’s famous dictum that “the business of government is business.” By
1932, however, both business and government seemed to have reached their wits’ end. The
nation had tumbled not only further into economic crisis, but also into a deep political crisis
that was the immediate outgrowth of the failed policy responses of the Hoover
Administration. Before Roosevelt’s New Deal began to turn the tide, the failure of
government in the United States and other capitalist nations had shaped the world economy
and global instability. The nation’s confidence was so shaken by November 1932 that
Republican governor Alf Landon of Kansas could speculate aloud that only “the hand of a
dictator” could turn the country around. Pennsylvania Senator David A. Reed (R) warned that
“if this country ever needed a Mussolini,” referring to the Italian fascist dictator, “it needs
one now.”55

The 1932 election was a powerful rejection of Herbert Hoover and an expression of hope
in Franklin D. Roosevelt. Not that New York’s former governor had an answer to the
economic troubles of the time. Like Hoover, he attacked extravagant government spending
and actually promised a 25 percent cut in the federal budget. He described the gold standard
as a sacred covenant and mocked suggestions by the Farm Board that the answer to
agricultural overproduction was plowing under crops in return for government payments. The
famous and highly respected columnist Walter Lippmann expressed disappointment with the
Democratic challenger. “Franklin D. Roosevelt is no crusader,” he wrote. “He is no tribune of
the people. He is no enemy of entrenched privilege. He is a pleasant man who, without any
important qualifications for the office, would very much like to be President.”56

But Roosevelt had learned from his predecessor that he had mustered the political will for



experimentation. In a nationwide radio address he advocated “persistent experimentation” in
the fight against the Depression and for a “wiser, more equitable distribution of the national
income.”57 Historians have noted the many disappointments with Roosevelt’s pragmatism,
but none can point to a president with a bigger portfolio of accomplishments in real social
change.

Roosevelt wasted no time, and the day after his inauguration, he summoned Congress into
an emergency session for the coming week to address another round of bank failures.
Conservative in nature, the Emergency Banking Act extended government assistance to
private bankers to allow them to reopen their banks, authorized the issue of new Federal
Reserve bank notes, and penalized the hoarding of cash reserves. Critics on the left were
aghast at Roosevelt’s adoption of a plan proposed by Herbert Hoover’s advisors.58 But when
Roosevelt explained to approximately 60,000,000 Americans in his “Fireside Chat” that it
was now safe to return their savings to the banks, they believed him. The next day, cash
deposits in banks far exceeded withdrawals in every city. “Capitalism,” Raymond Moley later
marveled, “was saved in eight days.”59

Roosevelt’s first one hundred days in the presidency had been a whirlwind. Press
conferences followed the biweekly cabinet meetings. The president delivered a dozen
speeches and guided fifteen major laws through Congress. Roosevelt had promised “action,”
and he clearly delivered. Regardless of the laws’ different impacts, Americans were mostly
convinced that the president cared about them and was willing to do whatever it took to bring
about economic recovery. Walter Lippmann, the man who had discarded Roosevelt as merely
a “pleasant man” a few months prior, now mused: “At the end of February we were a
congeries of disorderly panic stricken mobs and factions. In the hundred days from March to
June we became again an organized nation confident of our power to provide for our own
security and to control our own destiny.”60 Roosevelt’s government provided the relief
President Hoover had denied. And the New Deal also included legislation intent on reforming
the pillars of the American economy: agriculture, industry, banking, and Wall Street.

There is much confusion today about the underlying economic theory that propelled
Roosevelt and his Brain Trust. His policies have often mistakenly been associated with
Keynesianism—a deliberate federal budget deficit to compensate for the declining private
demand with a public demand for goods and services. Many have pointed to the public works
projects and relief efforts as evidence of this desire to restore flagging demand with
government funds. However, historians have learned from the exchanges between the
president and his Cabinet that relief was always the primary objective, and the expansion of
demand merely a secondary effect, which Roosevelt would have sacrificed. And he often did,
so that a deliberately countercyclical fiscal policy only became common practice after World
War II.

Regardless of the conflict over the importance of demand-management in the Roosevelt
administration, the historical data provide strong evidence that the impact of additional
government dollars in the economy was, on one hand, unprecedented, and at the same time
very weak. This was not only the result of Roosevelt’s conservative approach to the federal
budget and his conviction that a large deficit was as immoral for government as for individual
households. Individual states also shaped the impact of government spending with their own
fiscal policies. The additional spending provided by Washington, D.C., was almost entirely
canceled out by the shrinking budget of individual states. States had already been frugal in
the face of economic crisis before the New Deal, but as the new administration channeled
relief funds to state governments, these often decided to cut their own spending even further
and let federal monies carry the burden. Economist E. Cary Brown demonstrated in 1956 that
in only two years out of seven between 1933 and 1940 did federal expenditures exceed the



contracted spending on state and local levels. When it came to fiscal policy, Brown
concluded that demand management “seems to have been an unsuccessful recovery device in
the thirties—not because it did not work but because it was not tried.”61 In the opinion of
Roosevelt advisor Alvin Hansen, the New Deal was best described as “a salvaging
program.”62 But this characterization undersells the scale of economic recovery. Between
1933 and 1941, the nation’s gross domestic product grew by 7.7 percent per year on average
—growth rates this nation’s economy has not witnessed since.63

As the Great Recession built momentum late in 2007 and early in 2008, the key decision
makers in the United States economy were quite familiar with this record. And while none
tried very hard to convince Congress of the urgency of the situation to produce a forceful
legislative response to the looming asset crisis in the nation’s leading investment banks, they
all—from Secretary of the Treasury to Ben Bernanke and Timothy Geithner at the Federal
Reserve—knew what emergency actions to take. More than anyone else, one of the best
students of the financial collapse of the Great Depression, chairman of the Federal Reserve
Ben Bernanke, not wanting to repeat the failures of his predecessors in the 1930s, stretched
the authority of his institution to the hilt. President Obama followed Henry Paulson’s initial
stimulus bill with a massive public spending program that directly applied Keynesian
economic theory and was far larger as a share of GDP than any spending increase during the
New Deal. Although weakened by a compromise with Republicans to turn some of the
stimulus into tax cuts—which translated into increased taxpayer savings rather than increased
consumer spending—the combined monetary and fiscal response to the financial crisis of
2008 reduced the economic fallout to a recession, rather than a depression. And this recession
proved significantly less devastating for Americans who could fall back on unemployment
insurance—one of the New Deal legacies and economic stabilizers we take for granted
today.64 In addition, European and Asian economies did not respond to their own
entanglement in the financial crisis with hectic reductions in spending but provided generous
bailout funds and reduced interest rates.65 The one lesson that decision-makers around the
world learned from the Great Depression was not to allow the implosion of the financial
system to happen, and to restore “market confidence.”

The reward for the concerted emergency response at the national and international levels
was a recession rather than an economic and political calamity. However, the price for
averting the breakdown of the economy and political system was a lack of political will for
significant interventions on behalf of credit consumers, homeowners, and the poor, and a
growing discontent over the slow pace of recovery. It took Republicans fourteen years to
recover from the damage their brand had suffered from the Great Depression. It only took
Tea Party activists two years after President Obama’s victory in November 2008 to
overpower the nation’s political discourse with a debate about fiscal responsibility and calls
for a return to Hoover economics. A similar trend developed overseas, where the seemingly
quick aversion of a global economic catastrophe misled policymakers in Germany, England,
and other European countries to think that the Continent was experiencing, not an economic
slump, but a debt crisis. So, in an ironic twist that only history can deliver, the lessons learned
from the Great Depression have helped re-popularize “Depression Economics” in the United
States and Europe and revived the very Austrian economics the Great Depression as well as
the Great Recession had proven wrong.
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The Bottom-Up Recovery

A New Deal in Banking and Public Finance

TIMOTHY A. CANOVA

The country needs and unless I mistake its temper, the country demands bold, persistent experimentation.
It is common sense to take a method and try it. If it fails, admit it frankly and try another. But above all, try
something. The millions who are in want will not stand by silently forever while the things that satisfy their
needs are within easy reach.1

—Franklin D. Roosevelt, address at Oglethorpe University
Atlanta, Georgia, May 22, 1932

For the first three years of the Great Depression, President Herbert Hoover repeatedly
objected to, and occasionally vetoed, public works and work relief programs, calling instead
for individual, voluntary, and local aid to the needy.2 He did, however, direct his newly
created Reconstruction Finance Corporation (RFC) to channel more than $1 billion to
troubled banks, insurance companies, and railroads on the brink of collapse.3 Throughout his
1932 presidential campaign, Franklin Roosevelt criticized this approach as “trickle down”
while demanding a recovery program “that builds from the bottom up and not from the top
down.”4 As president, Roosevelt would eventually steer many billions of dollars in RFC
funds into public works, mortgage modifications for millions of homeowners and farmers,
and loans to state and local public school districts for school construction and teacher
salaries.5

This was the public option in banking and finance, made exigent by the collapse in private
finance. Like the more recent use of a “public option” in health care policy discussions that
contemplate a public insurance program to supplement private insurers, when private banking
institutions fail to allocate the nation’s credit and capital in a sustainable manner, public
institutions could steer resources into relief and recovery.6 This chapter makes the case that



such public options in banking and finance were crucial to the successes of Roosevelt’s
“bottom-up” approach to recovery. In contrast, President Obama has responded to the most
serious economic crisis since the Great Depression with no-strings-attached bank bailouts and
indirect stimulus measures that have largely failed to build a sustainable economic recovery.

On the campaign trail, Roosevelt repeated his indictment that the Hoover Administration
had encouraged private financial speculation, ignored recovery, delayed relief, and forgotten
reform.7 Roosevelt’s New Deal would use a range of policy tools to effectively steer credit
and capital away from private speculation and into long-term infrastructure and public works.
New federal regulatory agencies would restrict and even prohibit private sector banks from
engaging in activities deemed risky, while a parallel system of public banking, flush with
resources, would steer credit and capital into the real economy. This changing balance of
public and private power was reflected in the shifting priorities of the nation’s Treasury
Department and its central bank, the Federal Reserve. The orthodox paradigm was being
turned on its head, and as a result, a bottom-up recovery soon began. But the successes of the
1930s were incomplete and limited by Roosevelt’s premature turn to fiscal austerity. It took
the World War II economic boom and its aftermath to provide the clearest vindication of the
New Deal approach in banking and finance.

As in the 1930s, today the preconditions exist for a new public option approach in banking
and finance. In both periods, market failures—the 1929 stock market crash and ensuing
collapse in banking, and the 2008 global financial meltdown—were met with bailout
strategies that were not capable of sufficiently restoring private credit and investment. The
banking crisis in the early 1930s reached a peak on March 4, 1933, the day of Roosevelt’s
inauguration, when a nationwide run on the banks led to bank holidays’ being declared in
every state of the country. The magnitude of the crisis provided Roosevelt with the political
opening to push forward on reform, relief, and recovery efforts. In money and banking, as in
some other areas of the New Deal, reform was often at odds with relief and recovery. But
there were impressive successes on all three fronts before the window of political opportunity
started closing in Roosevelt’s second term.

In 2008, the financial collapse may have been a bit less visible and dramatic than 1933,
but it was no less real, as the global system of financial payments and interbank lending
became frozen. Instead of images of thousands of people lining up outside the nation’s banks
to demand their deposits, the runs on the financial system were now opaque transactions over
computer screens, with millions of panic-stricken people and institutions demanding their
deposits and redemption of their mutual funds. The Troubled Asset Relief Program (TARP),
enacted in the waning days of the Bush Administration, authorized the Treasury secretary to
spend up to $700 billion to prop up the financial system.8 Between TARP and the Federal
Reserve’s aggressive lending and bond buying programs, the financial system was stabilized
—a lesson drawn from the New Deal experience. But with the panic abated, there was less
immediate pressure on newly elected President Obama and a Democratic House and Senate
to reform the financial system.

The economic contraction was also stopped, both by Obama’s $800 billion fiscal stimulus
program and counter-cyclical spending—the so-called automatic stabilizers, such as the
federal spending on unemployment compensation that traced back to the New Deal. The
recession, technically defined as two consecutive quarters of GDP contraction, was ended.
Unfortunately, the recession’s end did not mean that a depression had been avoided. What
had made the 1930s the Depression decade was not recession. For most of the decade, there
was actual economic growth. But it was a decade of mass unemployment, long-term
joblessness, “underwater” consumers, a deleveraging private sector, and public-sector
austerity. Much the same conditions face policymakers today. But in 2009, with financial



panic averted, complacency set in, and the political window of opportunity quickly closed in
Obama’s first term.

The Eight Days That Saved Capitalism
The winter of 1933 is often seen as a defining moment in American political history, with the
fate of democracy itself perhaps hanging in the balance.9 Many histories of the New Deal
begin with the dramatic circumstances of Roosevelt’s first inauguration. Bank holidays had
already been declared in every state to stop the contagion of bank runs. Roosevelt’s first act
as president was to call Congress into special session and proclaim a four-day national bank
holiday that closed down all federally chartered banks.10 The new president had promised
action, and the financial emergency provided justification enough for invoking a little-known
provision of the Trading with the Enemy Act of 1917, a provision never intended by
Congress to apply to these particular circumstances, now used to close the last remaining
banks in the country.11 After Roosevelt’s bank holiday proclamation, there was not a bank
open for business in the country. For a week, the country survived on local credit, barter, and
IOUs amid uncertainty over whether the panic would resume once the banks reopened.
During that week, the window of opportunity was opened wide for a range of possible
reforms, from federal guarantees of deposits and the issuing of scrip (government IOUs that
are not legal tender) to more far-reaching proposals to nationalize the entire banking
system.12

As the bank holiday was nearing its end, Congress passed the Emergency Banking Act
after barely half an hour of debate, with no committee hearings and few members of
Congress having read the bill. (There were very few typewritten copies of the bill.) The
House passed the measure with a unanimous shout; the Senate with only seven dissenting
votes—the first legislative enactment of the New Deal.13 The Act expanded the capacity of
the Federal Reserve to issue new currency backed not solely by government securities, but by
any kind of business obligation, and authorized the Federal Reserve to make loans directly to
non-member state banks and business enterprises, which was all considered financial heresy
at the time.14 It also empowered the Reconstruction Finance Corporation (RFC), an
independent government agency established in Hoover’s last year in office, to subscribe to
the preferred stock of banks, an approach that would be followed seventy-five years later
when the Congress enacted TARP in 2008 to empower the Treasury to purchase financial
stakes in private banks and businesses.

As historian David Kennedy has concluded, the Emergency Banking Act was a
“thoroughly conservative measure, which had been largely drafted by Hoover administration
officials and private bankers.”15 Hoover was nevertheless unwilling to take these steps in his
final months in office. TARP was another conservative measure drafted and passed near the
end of the Bush Administration, but largely implemented during the beginning of the Obama
Administration.

The top officials of both the Roosevelt and Hoover Treasury Departments worked around
the clock to get the banks reopened and, according to monetary economist Lester Chandler,
“to do so in such a way as to restore confidence in their solvency and liquidity, to prevent
further cash withdrawals, to encourage cash to flow back into the system, and to enable the
banks to resume their lending function.”16 Federal banking supervisors surveyed the banks
and divided them into three categories: those in good condition would be permitted to reopen
quickly; the hopeless cases were closed permanently; and those in the middle were not sound
enough to open immediately, but were capable of being saved and given help mostly from the



RFC. In addition, a temporary deposit-insurance program was instituted to restore confidence
in the safety of deposits, a forerunner of the Federal Deposit Insurance Corporation (FDIC)
that would be established three months later.17

On the eve of reopening the banks, Roosevelt held the first of his so-called Fireside Chats,
a Sunday evening radio address to sixty million people to discuss the banking crisis in terms
that could be readily grasped by ordinary citizens. He urged listeners to bring their savings
back to the banks where they would be safer than under the mattress. He concluded: “Let us
unite in banishing fear. We have provided the machinery to restore our financial system; it is
up to you to support and make it work. It is your problem no less than it is mine. Together,
we cannot fail.”18

The country had been stranded for days without cash, and heavy withdrawals were
expected when the banks opened for business the next morning. Yet, in every city, deposits
exceeded withdrawals.19 By the end of March, “$1.2 billion in cash had been redeposited
with banks; another $700 million flowed back before the end of the summer.”20 The RFC
continued to pump large sums into the banks, while the Federal Reserve engaged in large
open-market purchases, buying $600 million in government securities from the banks.21 Soon
the banks had reduced their debt to the Federal Reserve from $1.4 billion to only about $100
million late in the year, while amassing about $800 million in excess reserves.22 According to
David Kennedy, “The prolonged banking crisis, acute since at least 1930, with roots reaching
back through the 1920s and even into the days of Andrew Jackson, was at last over.”23

Raymond Moley, a professor of public law at Columbia University and one of FDR’s
original “Brain Trust,” claimed that “the policies which vanquished the bank crisis were
thoroughly conservative policies. The sole departure from convention lay in the swiftness and
boldness with which they were carried out.”24 It is true that Roosevelt chose not to
nationalize the banking system. Such unorthodoxy, according to Moley, would have “drained
the last remaining strength of the capitalistic system” at a time when the new administration
was seeking to restore the confidence of the conservative business and banking leaders, and
through them, of the public generally.25

“Capitalism,” Moley later reflected, “was saved in eight days.”26 But it still remained to
be seen what kind of capitalism it would be in the future: a reformed system that was more
stable, responsible, and accountable; or one that only temporarily limited the freedom of
bankers while leaving the institutional foundations of their powers unchanged.27 The New
Deal reforms that would follow were to shift the balance of power between public and private
sectors, but it was less certain that the reforms did much to change the self-destructive nature
of capitalist institutions, particularly the governance of the big banks and corporations that
Washington had to step in and rescue.

Roosevelt apparently saw his reforms in the context of an epic conflict between the state
and private finance. In a letter to Colonel E. M. House, who had been President Woodrow
Wilson’s closest advisor, Roosevelt himself summed up the increasingly chilly relations
between his administration and private financiers:

The real truth of the matter is, as you and I know, that a financial element in the larger centers has owned the
Government ever since the days of Andrew Jackson—and I am not wholly excepting the Administration of W.W.
[Woodrow Wilson]. The country is going through a repetition of Jackson’s fight with the Bank of the United States
—only on a far bigger and broader basis.28

According to Senator Bronson Cutting of New Mexico, Roosevelt’s “greatest mistake”
was his failure to nationalize the banks when given the opportunity on a silver platter. It
could have been accomplished, he said, “without a word of protest.”29 The banks had evaded



nationalization, and other far-reaching reform proposals would be stymied during the
recovery that followed. To critics on the left, Roosevelt had favored large corporations over
smaller firms and guaranteed their survival and ever-increasing power. “Measures to help
farmers, workers, and the unemployed were merely palliatives that were sufficient to defuse
the threat of disorder but insufficient to disrupt corporate prerogatives.”30

A far different critique began developing on the right. Once a leading New Dealer,
Raymond Moley broke with Roosevelt within a few years, becoming a conservative
Republican and a leading critic of the New Deal. For Moley and others on the right, the eight
days that saved capitalism were not enough.31 Jonathan Alter has observed that many wealthy
critics of Roosevelt could never admit how close they had come to losing everything. Instead,
they would resent and revile the New Deal for taxing and regulating, for disrupting if not
reforming the prerogatives of privilege and monopoly.32

The Hundred Days
Public opinion responded to Roosevelt’s sudden success in stabilizing the banking system.
Nearly half a million Americans wrote to Roosevelt in his first week in office. The White
House mailroom, which was staffed by a single employee during Hoover’s time, now had to
hire seventy people to handle a flood of correspondence.33 Roosevelt took full advantage of
his surge in popularity. Within hours, he summoned congressional leaders to the White
House and seized the momentum. What followed was the “Hundred Days”—a frenzy of
legislative action and reform that is unparalleled in American history.34

Any attempt to assess or even summarize the history of the Hundred Days is fraught with
challenges. New Deal reforms were at times contradictory, representing diverse responses to
the quite different problems of recovery, relief, and reform of the structures of private and
public institutions. One strand of reform focused on rationalizing markets by industry self-
regulation to stop the deflationary spiral that had undermined the financial foundations of the
economy. Since the 1929 stock market crash, prices and wages had been falling steeply,
making it more difficult for households and businesses to meet interest and principal
payments on debts that were fixed by contract at the previous, higher levels of wages and
prices. The National Industrial Recovery Act (NIRA), a centerpiece of the first New Deal,
was intended to stop the deflationary spiral. The Act delegated code-making authority to
industry trade councils that were dominated by the largest companies. The industry codes that
provided a floor on prices in hundreds of industries were soon criticized as a corporatist
approach that was cartelizing the American economy by marginalizing and excluding
workers, consumers, and small businesses.

The Agricultural Adjustment Act (AAA), also passed during the Hundred Days and
intended to stop the relentless fall in farm prices, provided emergency relief to farmers. It
attempted to restore farm income and reduce agricultural surpluses by taxing food processing
firms and providing subsidies for farmers to restrict their acreage.35 The AAA was
challenged in court as a violation of Congress’s interstate commerce powers for extending
federal tax, regulatory, and spending authority to local activities; it was struck down by the
Supreme Court in 1936, only to be amended two years later and eventually upheld by the
Court.36

The AAA dealt with far more than farm income. Before the bill was enacted, Congress
added an omnibus inflationary amendment by Senator Elbert D. Thomas of Utah, which was
passed by the Senate by a three to one margin and then by the House by an even heavier
majority37—another indication of popular support for attempts to arrest the deflationary spiral



in wages and prices. Roosevelt decided to accept the amendment’s permissive powers “that
otherwise might later be thrust upon him as mandatory.”38 The Thomas amendment provided
the president with six discretionary tools for increasing the nation’s credit and currency,
including giving Treasury the authority to issue $3 billion in United States Notes, the same
so-called fiat greenback that Lincoln had used to pay for much of the Civil War. In addition,
the Federal Reserve was authorized to make another $3 billion in open-market purchases; if it
refused, the president was given authority to adopt bimetallism and issue $200 million in
silver certificates in payment of debts to foreign governments.39

The emergence of the Thomas amendment reflected a much wider appreciation for the
competing methods of currency creation than exists today. The issuance of new currency by
either the Treasury (in the form of United States Notes) or the Fed (as Federal Reserve Notes)
would provide funds for the administration’s recovery and relief programs. In each case, the
newly issued currency would be considered “legal tender” for all debts public and private and
would be used to purchase federal government bonds.40 But issuance by the Treasury could
reduce overall federal borrowing by retiring government bonds at no cost to the Treasury; in
contrast, issuance of currency by the Federal Reserve would merely shift the government’s
obligations without reducing the deficit itself. Not surprisingly, the forces of wealth and
privilege were aghast at the prospect of greenbacks and silver certificates. Lewis Douglas, the
Director of the Budget, lamented the Thomas amendment as “the end of Western
civilization.”41 According to the conservative orthodoxy then as today, it would be more
prudent to vest the power to issue new currency in the hands of private bankers than in
elected officials who might debase the currency for short-term political gain.

Other inflation devices were adopted. The Federal Reserve Board was given the authority
to increase or decrease the reserve requirements that must be held by private banks; a
reduction in the reserve requirement would allow banks to extend more credit. Roosevelt also
abrogated the gold clause in public and private contracts, which went back to the time of the
first greenback issuance during the Civil War and was intended to protect creditors by
requiring repayment of obligations in gold. As a result of Roosevelt’s decision, some $100
billion in contractual obligations, including most of the $22 billion of federal debt, could now
be discharged upon payment of any currency “which at the time of payment is legal tender
for public and private debts.”42 In early 1935, the Supreme Court upheld the administration
and struck down the gold clauses for interfering with the constitutional power of Congress to
determine the value of its money.43

Roosevelt did not ultimately resort to some of the Thomas amendment’s more
controversial inflationary tools. Instead, deficit financing and dollar depreciation (by raising
the price of gold) were his preferred approaches, along with public works projects that
provided millions of people with employment and income, thereby inflating wages and
reducing debt burdens. It was a bottom-up approach to recovery that reflected the emerging
new paradigm in economics that would be associated with the work of the British economist
John Maynard Keynes. When the private sector was stalled and deleveraging, according to
Keynesian economics, it was the role of the public sector to put resources back to work,
which would in turn have positive feedback effects on consumer spending and business
investment.

For millions of people, the most important enactments of the Hundred Days were the
public works: jobs programs and relief for the unemployed. This was the public option writ
large: the public option in job creation and in financing investment. The Civilian
Conservation Corps (CCC), the Federal Emergency Relief Act (FERA), the Public Works
Administration (PWA), and the Tennessee Valley Authority (TVA) were the first in an
alphabet soup of new agencies and programs that provided relief and jobs to the unemployed,



directly through federal programs and in loans and grants to states, while accomplishing
tangible and lasting results in terms of regional development, energy and public power, and
conservation.44 Within three months of its enactment, the CCC put a quarter million
Americans to work in reforestation and flood-control projects in the national parks and
forests. Late in the year, Roosevelt diverted funds from the PWA to a new agency, the Civil
Works Administration (CWA), which within two months provided jobs to 4.3 million men
and women, more than had served in the armed forces during World War I.45

By providing jobs and relief to millions of the unemployed, these public works programs
contributed to economic recovery. Consumer purchasing power was expanded by a number
of work and relief programs, which in turn helped to improve business confidence and
investment. Ben Bernanke, in his Essays on the Great Depression, considers March 1933 the
beginning of economic and financial recovery.46 For the first time in four years, commercial
and industrial failures began to fall,47 unemployment stopped rising and started to inch
downward,48 and commodity prices and the stock market started to rise.49

Roosevelt’s approach, to build up a parallel public banking system, had its antecedents in
the wartime administration of Woodrow Wilson.50 But under Roosevelt, the public option in
banking and finance was extended with enactment of the Home Owners’ Loan Act, the
Emergency Railroad Transportation Act, and the Farm Mortgage Act that created the Farm
Credit Administration. Meanwhile, Roosevelt expanded the Reconstruction Finance
Corporation well beyond support for banks and insurance companies, and the RFC started
making larger loans directly to businesses and industry, providing aid to states and cities,
helping the real estate mortgage market, and making disaster relief loans.51 The RFC helped
rebuild the building and loan associations, provided funding for federal rural electrification
programs, loaned funds to Chicago for teachers’ salaries, and supported numerous public
works projects, including the construction of the Brooklyn–Battery Tunnel in New York City,
the Pennsylvania Turnpike, the Huey P. Long Bridge in New Orleans, and the San Francisco–
Oakland Bay Bridge, to name only a few of the many self-liquidating loans made by the
RFC.52

Jesse Jones, the long-time chairman of the RFC, summed up the success of the legislation
that extended the RFC authority to provide self-liquidating loans for public works projects:

Today the nation is dotted, from coast to coast and from the Rio Grande to the Great Lakes, with useful
monuments to the wisdom of that legislation—great bridges, electric power plants and lines, express highways,
waterworks, sewer systems, college dormitories, modern low-rent housing, aqueducts, vehicular tunnels, and other
facilities.53

To many of its supporters and detractors alike, the RFC was a “fourth branch of
government.”54

In 2011, a new eastern span of the San Francisco–Oakland Bay Bridge was manufactured
in China and shipped to Oakland for assembly. California officials claimed to have saved
hundreds of millions of dollars by outsourcing this infrastructure project to China.55 State
officials apparently were unconcerned about how many jobs were lost or the loss in state
revenue from not filling those jobs in California. World Trade Organization (WTO) rules on
public procurement tend to make outsourcing of infrastructure that much easier.56 It is a
reminder that there are hidden costs incurred as a result of today’s orthodox approaches to
public finance and trade—from departing so widely from the New Deal public option
approach.

There is no longer a federal RFC to help finance such infrastructure projects and to spur
construction and related jobs in the United States. Although Obama has called numerous



times for a federal infrastructure bank, it has never been one of his legislative priorities, even
though he took office during the worst downturn since the Great Depression, initially had the
benefit of control of both houses of Congress, and could have used the example of the RFC to
bolster his case for such a bank.57 TARP also could have served as a type of revolving fund
that, like the RFC, could have funded public works and jobs programs by providing funds for
state infrastructure banks, help for underwater borrowers to refinance and modify their
mortgages, and loans to state and local governments to help pay for teachers’ salaries and
other essential needs. Unfortunately, the Dodd-Frank Wall Street Reform and Consumer
Protection Act of July 2010 (Dodd-Frank) rolled up the TARP program, reduced its spending
cap, prevented the Treasury from spending any TARP funds that were received from
repayments on earlier TARP loans, and prevented TARP spending for any programs initiated
after the enactment of Dodd-Frank.58 This was an unfortunate concession, completely under
the radar and shielded from public debate, that left the Obama Administration without a
single major policy tool to provide relief and strengthen recovery in the months leading up to
the 2010 midterm elections.

Meanwhile, since late 2008, the Federal Reserve has purchased trillions of dollars in
bonds from private-sector banks and hedge funds, but there has been no corresponding effort
at the Federal Reserve to fund a bottom-up recovery—for instance, by providing funding for
state infrastructure banks. In California, such a mechanism was already in place: the
California Infrastructure and Economic Development Bank (the I-Bank). But California
governor Jerry Brown never sought to expand its funding sources and instead vetoed several
measures that would have strengthened the I-Bank, perhaps at the advice of his “Jobs Czar,”
a former Bank of America official.59 This approach to infrastructure investment in the United
States is unfortunately reminiscent of the pre–New Deal approach of Herbert Hoover.

While the RFC directed financial resources into important public works and private
industries, Roosevelt also took measures to steer the nation’s credit and capital away from
more speculative activities. During the Hundred Days, FDR signed into law the Truth in
Securities Act (the Securities Act of 1933) to protect investors from fraud and
misrepresentation, and the Glass-Steagall Act (the Banking Act of 1933) to separate
commercial from investment banking.60 The Glass-Steagall Act resulted in the breakup of
several of the nation’s largest banks. For instance, J. P. Morgan & Company chose to become
a commercial bank, while its underwriting department and partners split off into Morgan
Stanley, a newly formed investment bank.61 Both measures were greatly aided by the Pecora
Investigation of the Senate Banking Committee, named after Ferdinand Pecora, the fourth
and final chief counsel of the investigation that riveted the nation for weeks with testimony
about the widespread frauds on Wall Street and evidence of how the banks had been caught
up in the speculative mania.62 The dearth of official hearings since 2008 is quite a contrast: a
tamped-down Senate committee and the Financial Crisis Inquiry Commission (the Angelides
Commission), with only a few days of public hearings to question Wall Street executives.63

The 1933 Securities Act was the beginning of a most significant federal effort to bring
transparency to the securities markets. The Securities Exchange Act of 1934 created the
Securities and Exchange Commission (SEC). The Glass-Steagall Act would stand for sixty-
six years and would survive numerous attempts by Republicans to repeal it until finally
signed away in 1999 by President Bill Clinton, a Democrat. The Banking Act also created the
Federal Deposit Insurance Corporation (FDIC) on a temporary basis (later made permanent),
thereby establishing federal insurance of bank deposits. Milton Friedman would later call the
FDIC the “single most important structural change” in the economy since the Civil War.64

The FDIC was given authority to regulate and supervise all commercial banks for the first
time, including state-chartered banks that were not members of the Federal Reserve



System.65 It prohibited the paying of interest on checking accounts and limited interest on
savings accounts, a reform that helped maintain stability in the banking sector for more than
half a century.66

In June 1934, Roosevelt signed into law an amendment of the Federal Reserve Act, a new
clause, Section 13(b), that authorized the Fed to “make credit available for the purpose of
supplying working capital to established industrial and commercial businesses.”67 This was
breaking much new ground for the Federal Reserve by departing from the orthodox view that
the Fed should only lend to banks. But the interests of finance and industry were diverging.
As the banks relied more and more on Federal Reserve assistance both before and after the
bank holiday, and as the private banking sector failed to meet so many pressing financing
needs, the administration embraced the unorthodox. For each of the twelve regional Federal
Reserve Banks, Section 13(b) created Industrial Advisory Committees consisting of three to
five individuals “actively engaged in some industrial pursuit.” The committees were to
review loan applications and make recommendations to the regional Reserve banks.68

The 1934 Act opened the floodgates by authorizing the Reserve banks to extend credit to
business enterprises “for working capital purposes with permissible maturities of up to five
years and without any limitations as to the type of security.”69 The Act also authorized the
RFC to engage in commercial lending, another departure from the Hoover Administration,
which had limited RFC lending to banks and insurance companies and few other businesses.
In total, nearly $280 million were available for such lending by the Federal Reserve, or about
0.43 percent of gross national product (in today’s terms, about $65 billion).70 In the first
eighteen months, the Fed would make nearly 2,000 loans totaling about $124 million, a
sizable boost to the economy. The RFC, with fewer restrictions, would lend much more to
Main Street.

While much of Roosevelt’s New Deal was ad hoc experimentation, the Hundred Days
contained the framework for a new paradigm in public finance and financial regulation—a
framework that would be followed throughout Roosevelt’s thirteen years in office. The
primary objective of this paradigm was to shift the balance between private and public sectors
in the allocation of credit and capital. Regulation would limit the freedom of bankers and
impose greater transparency on the markets, provide stability to the private financial sector,
and thereby reduce the need for government bailouts and subsidies in the future. The RFC,
the Federal Reserve, and other parallel public banking institutions would boost investment in
infrastructure and public works projects. The resulting job creation and income support
would reduce private-sector debt burdens, thereby contributing further to banking sector
stability and recovery. Reform, relief, and recovery were mutually reinforcing.

Not uncommon is the argument that Roosevelt’s legislative successes were owed to large
Democratic majorities in Congress, an argument that is often offered as an explanation of
why similar reforms are not possible today. This interpretation, however, overlooks
Roosevelt’s ability to bring public opinion to bear on members of both parties. Although
Democrats in 1933 commanded the House by a wide margin and had 60 of 96 Senate seats,
their ranks included a large number of Southern conservative Democrats.71 Roosevelt’s
ability to move legislation through Congress and to maintain Democratic party discipline
while pulling more liberal Republicans on board lay partly in the progressive populist appeal
of his policies. He also understood that the moment for reform could end quickly and that he
had to strike while the iron was hot.72

Roosevelt’s success in 1933 suggests that a newly elected president’s power may be at its
zenith soon after election, particularly when succeeding a failed presidency in an atmosphere
of crisis.73 Throughout the Hundred Days, Roosevelt rode a wave of public enthusiasm while
shaping popular opinion. He called Congress into special session, gave ten major speeches,



sent fifteen messages to Capitol Hill demanding immediate action on specific problems, and
Congress passed fifteen major laws. As Nathan Miller concluded:

Most of the measures were controversial; some were of doubtful constitutionality. But Roosevelt had no intention
of making a revolution or creating a new institutional structure for the nation. Rather, he was attempting to cure the
temporary ailments of a capitalist society and to nurse it back to health. Experimental cures were being tried only
because the conventional nostrums no longer worked.74

The achievements of the Hundred Days were rewarded by another landslide victory for
Roosevelt in the 1934 midterm elections. Democrats gained nine Senate seats, more than
enough to break any filibusters, which at the time required a two-thirds vote.75 Reform, relief,
and recovery—including massive public works and jobs programs—were all good politics.
This stands in stark contrast to the history of Obama’s first term, where he shied away from
relief and recovery efforts after the one-shot stimulus, watched the agenda slip from his grasp
with each successive adjournment of Congress, and subsequently lost the 2010 midterm
elections to a Tea Party wave that rode the crest of populist impatience and anger.

The Second New Deal
Roosevelt followed up on the success of the 1934 congressional elections with the “Second
Hundred Days,” another burst of legislative activity that included some of the New Deal’s
most important reforms: the Social Security Act and the National Labor Relations Act (the
Wagner Act). It also included further relief and recovery efforts. The Emergency Relief
Appropriations Act authorized Roosevelt to create a new federal relief agency. The Works
Progress Administration (WPA) would employ another 3.2 million at its peak, including
Ronald Reagan’s father, Jack, as a local director, as well as Reagan’s older brother, Neil.76

The WPA built thousands of schools, hospitals, highways, and airfields across the country,
while providing work for many thousands of unemployed writers, actors, artists, and
musicians. The National Youth Administration (NYA) employed about 1.5 million young
men and women, often in part-time jobs that kept them in school.77 It is easy to appreciate
that millions of Americans who found hope and dignity in New Deal jobs programs, and
many of their loved ones, would feel strong, even mystical connections to Roosevelt. Ronald
Reagan would vote for Roosevelt four times.78

The range and scale of the New Deal public works programs were enormous and a telling
contrast to President Obama’s approach, which has relied almost exclusively on repeated tax
holidays and tax credits to try to spur private-sector job creation. From the beginning of his
first term, Obama stated that the public sector cannot create jobs, that only the private sector
can be the engine of job creation.79 Austan Goolsbee, the chairman of his Council of
Economic Advisers, went unchallenged in his view that the public sector has never created a
single job. With such a mindset, it would hardly seem to matter how large a majority the
Democrats had in the House and Senate during Obama’s first two years.80 In accepting a
trickle-down approach to recovery and appointing economic advisors with this view, the
Obama Administration undermined its own popularity and the public approval that would
come with successful public-sector job creation. The result was the 2010 midterm election
fiasco and a hopelessly divided Congress that would keep the agenda fixed on austerity and
deficits into Obama’s second term.

Roosevelt and Obama took diametrically opposite approaches to the sequencing of
reforms.81 Relief and jobs programs were the essence of the New Deal: a new social contract
between the American people and their government. To many, reform could sometimes look



like rearranging deck chairs on the Titanic, while relief and recovery were more real and
personal, even if consisting simply of a temporary job and cash enough to pay for the
necessities. By providing relief in the form of public works and jobs programs and boosting
recovery with public banking facilities like the RFC in his first two years, Roosevelt was
rewarded in the 1934 midterm elections with larger majorities in Congress that allowed him
to move forward on more far-reaching reforms in 1935, such as Social Security. In contrast,
the Obama Administration propped up the banks without providing the relief of public works
and jobs programs. Instead, in his first two years, Obama moved forward with his signature
health care reform (which gave up a public option in health insurance), a measure that invited
the Tea Party backlash, contributed to the 2010 election losses, and thereby made future relief
and reform efforts that much more difficult.

Roosevelt’s Second New Deal included other important structural changes. The Public
Utilities Holding Company Act of 1935 brought the nation’s electric utility companies under
federal regulation, including provisions to force divestitures and break up the concentration
of an industry that was mostly controlled by eight large conglomerates.82 This reflected the
anti-monopoly and anti-trust impulse in the administration’s reform efforts—efforts that were
often impeded by the administration’s recovery priorities and later, the war effort.83

The Banking Act of 1935 owed much to Marriner Eccles, Roosevelt’s chairman of the
Federal Reserve Board. Eccles was a banker and industrialist, a Mormon from Utah, who
testified along with dozens of other bankers to the Senate Finance Committee in early 1933,
just prior to Roosevelt’s inauguration.84 He was the only witness who departed from calls for
austerity and balanced budgets, and he quickly got the attention of the incoming
administration. His ideas on public works projects, deficit financing, and demand stimulus
anticipated Keynesian economics.85 After serving briefly as an aide to Treasury Secretary
Henry Morgenthau, Jr., Eccles was appointed by Roosevelt to chair the Federal Reserve
Board. Like many of Roosevelt’s appointments to regulatory agencies and Cabinet posts,
Eccles was not a captive of Wall Street or big business interests.86 Although a Republican
who had voted for Hoover, Eccles was guided by the principle that “laissez faire in banking
and the attainment of business stability are incompatible” and that the only remedy was
“conscious and deliberate control” of banking and finance by federal regulation.87

The Banking Act of 1935 reformed the structure of the Federal Reserve System. Eccles
and the administration had proposed making the chairman and vice-chairman of the Federal
Reserve Board removable at will by the President. Other proposals sought by the
administration and key members of Congress included proposals for a unified central bank, a
national monetary authority, government ownership of the regional Reserve banks, and a
policy declaration granting the Federal Reserve more regulatory control over private banking
and finance.88 None of these was included in the final bill. Instead, the administration’s
influence was further diminished by the removal of the Secretary of the Treasury and the
Comptroller of the Currency as ex officio members of the Board.89 However, the Board’s
power was enhanced in several ways. The presidents of the regional Federal Reserve Banks,
each of whom sat on the Fed’s Open Market Committee (FOMC) that conducts monetary
policy, now had to be approved by the Board, although only after election by the directors of
their regional banks. The FOMC would now consist of the seven Federal Reserve Board
governors (appointed by the President for fourteen-year terms), along with the twelve
regional Federal Reserve Bank presidents (only five of whom could vote on the FOMC at any
one time). In addition, the Board was given authority to double the reserve requirements for
member banks.90

As long as Eccles was Board chairman, the Roosevelt Administration would have
tremendous influence on Federal Reserve policies. The Banking Act made it a stronger



Federal Reserve, but, unfortunately, one that could more easily be co-opted by the private
banking interests once Eccles was gone. It was an example of structural reform that left in
place an undemocratic structure that, with the passage of time and changes in leadership,
could become anti-democratic (openly hostile to the fiscal and regulatory policies of the
administration and Congress). The failure to reform the most troubling features of
institutional structures that had caused financial calamity and depression would threaten
stability and prosperity in the future.

Landslide, Missteps, and Shortcomings
Roosevelt ran for reelection in 1936 on the strength of his massive public works projects and
jobs programs, financed by the emerging system of public banking institutions. Once again, it
proved to be good politics. He won by a record eleven million votes, more than 60 percent of
the popular vote, and an Electoral College landslide of 523 to 8. The Democrats picked up
another seven Senate seats for a total of 76 of 96 Senate seats, and another twelve House
seats for a total of 331.91 It was the most dominant position of any administration in modern
American political history.

With such commanding majorities in both houses of Congress, Roosevelt made two major
missteps. The first was his plan to pack the Supreme Court, a proposal that proved highly
unpopular. The Judiciary Reorganization Bill, introduced early in 1937, would have allowed
Roosevelt to appoint an additional justice to the Supreme Court for every sitting justice over
the age of 70, six of the justices at the time. Although the Constitution does not limit the size
of the Supreme Court, Roosevelt’s plan came under sharp attack in Congress and from Bar
associations and the public.92

Roosevelt had been frustrated through 1936 by a series of Supreme Court decisions
striking down some of the most important New Deal programs, including the National
Industrial Recovery Act (NIRA), the Agricultural Adjustment Act, and the Railroad
Retirement Act. A unanimous Court rejected the NIRA industry trade councils and industry
codes as violations of the commerce clause, as well as the private non-delegation doctrine
(preventing delegation of law-making authority to private entities).93

There was concern about what would come next, perhaps a constitutional attack on Social
Security or some other popular and vital New Deal program. By the time NIRA was struck
down in 1935, its strategy of setting a floor under prices and wages by limiting production
was well in retreat. Limiting production would not grow the economy and create jobs.
Keynesian demand-side strategies were quickly supplanting the NIRA approach. Perhaps the
Court did the New Deal a favor by striking NIRA down.

Roosevelt backed away from his Court-packing plan, and the Supreme Court backed away
from its obstruction and began upholding major New Deal programs in five to four decisions.
Since then, the Court has routinely upheld the authority of administrative agencies through a
more expansive interpretation of the Commerce Clause, while largely ignoring the delegation
challenges as long as Congress provides some intelligible principle in the delegation.94 John
Hart Ely, in Democracy and Distrust, lamented the demise of the non-delegation doctrine as a
“death by association” with pre-1937 substantive due-process decisions and narrow readings
of the Commerce Clause: “when those doctrines died the non-delegation doctrine died along
with them.”95

Ever since, there has been a nagging, persistent scholarly critique of this lack of judicial
scrutiny of democratic processes—a critique that is more easily ignored than refuted.
Theodore Lowi derided Congress’s habit of making overly broad delegations to



administrative agencies.96 How much worse it is when the delegation is made to private self-
interested parties. Alan Brinkley has argued that an anti-populist critique of deliberative
democracy is visible in the “extraordinary, and largely unchallenged, authority of presumed
experts on the Federal Reserve Board to chart the course of our economy.”97 Unfortunately,
the Banking Act of 1935 only further entrenched the Federal Reserve’s problematic
institutional structure, which looks much like a NIRA trade council.

Roosevelt’s failed attempt to cloak private cartels with the protection of public law is
strangely tied to the rise of cartels in more recent decades. Some would say that the Federal
Reserve is “the poster child of an unconstitutional private delegation.”98 Like the NIRA, the
Federal Reserve is dominated by private actors. The presidents of the regional Reserve banks
participate on the Fed’s Open Market Committee and are appointed by privately selected
regional board members.99 Meanwhile, unlike other public agencies, the Federal Reserve
does not rely on Congress for budgetary appropriations, since it is effectively able to print
money. In addition, the Federal Reserve is exempt in whole or in part from much of the
tapestry of administrative procedural requirements that apply to most other federal
agencies.100

There have been numerous challenges to the Federal Reserve since Roosevelt’s time, most
notably in the 1970s and 1980s, on private non-delegation and Appointments Clause grounds
claiming that its regional Reserve Bank presidents are federal officers who should be
appointed by the President and confirmed by the Senate, rather than selected by private
boards of directors dominated by the big banks. All have been dismissed on narrow
procedural grounds by the gatekeepers on the U.S. Court of Appeals for the D.C. Circuit, and
the Supreme Court has denied certiorari.101

Those who praise the New Deal for its wise policies in banking regulation and public
finance often ignore its shortcomings on reform, arguably including the role of the Banking
Act of 1935 in entrenching the fox in the henhouse. Over the past two decades, evidence has
mounted that suggests the Federal Reserve is largely in the hands of powerful private
financial institutions and their representatives. There are occasional progressive voices in the
Fed, either on the Board of Governors or in the regional Reserve banks, but those are too
often marginalized or ignored within the Fed itself. This may explain why the Federal
Reserve failed to regulate or supervise the declining lending standards of the biggest banks
prior to the 2008 crash. It also helps explain why the Fed under Ben Bernanke appeared to be
in no rush to exercise its full authority to lend to business enterprises and infrastructure
projects as it did under the enlightened leadership of Marriner Eccles in the 1930s and 1940s.
Instead, it preferred to confine its largesse to purchasing bonds from its banking and hedge
fund clientele.

Roosevelt’s second major misstep so soon after his landslide reelection was his decision to
cut spending in 1937, a foolhardy attempt to balance the budget, or at least reduce the deficit,
by reducing spending on work projects and relief programs. He was siding with his Treasury
Secretary, Henry Morgenthau, Jr., against the advice of his Fed chairman, Marriner Eccles,
who counseled more spending, not less.102 In 1937, federal spending was reduced by more
than five percent from the previous year.103 Appropriations for the WPA were cut from $689
million to less than $500 million; there were also huge cuts in spending on agricultural
adjustment and defense programs.104 Unfortunately, these cuts happened to coincide with the
first year of payroll tax collections for Social Security and the Federal Reserve’s own
misstep. In fearing inflation in commodity markets, the Fed raised reserve requirements too
quickly.105 The payroll tax reduced consumer and private-sector spending, while the higher
reserve requirements contributed to a squeeze of private credit.



What followed was the Roosevelt recession, an economic contraction beginning in 1937
that exceeded in severity (though not in longevity) the downturn following the 1929 stock
market crash.106 It was Roosevelt’s greatest economic failure as president, and for the first
time it took the wind out of the sails of reform. Manufacturing output fell by nearly 40
percent; the unemployment rate, which had been reduced from 25 percent when Roosevelt
took office to 14 percent in 1937, jumped back up to 19 percent.107

Even before Roosevelt’s turn to austerity in 1937, the state and local government sector
was in decline. For most of the 1930s, fiscal austerity and an anemic private sector
undermined the tax base and reduced tax revenues for all levels of government, making it
more difficult to provide needed relief. The federal government could borrow, but state
governments had to keep raising taxes and cutting spending because they did not have
sufficient access to the bond markets and often had constitutional mandates to balance their
budgets. According to E. Cary Brown, the macroeconomic effects of the federal New Deal
stimulus of public works and jobs programs were largely erased by the aggregation of
spending cuts and tax increases at the state and local levels.108 That is why New Deal
spending was so important yet insufficient throughout the 1930s and why it took much larger
federal spending in World War II to finally end the Depression.109

The resulting economic downturn became a significant political liability. The 1938
midterm election was a huge defeat for the Democrats, who lost seven Senate seats and 70
House seats.110 They still had large majorities in each house that, however, included
conservative Southern Democrats who would impede reform. Obama’s turn to fiscal austerity
in 2010 is reminiscent of Roosevelt’s 1937 blunder. Roosevelt waited four years to make
such a mistake: productive years in terms of reform, relief, and recovery. Unfortunately,
Obama turned to austerity in his second year as president, slowing the recovery and
contributing to a political backlash in the 2010 midterm elections.

The politics of Obama’s shift from stimulus to austerity are confusing. In January 2010,
the Senate rejected a proposal for a commission on fiscal consolidation and deficit reduction
by a vote of 53 to 46, with six Republican co-sponsors voting against it after Obama
announced his support for such a commission.111 Among the Republican co-sponsors who
voted against the commission were several of the most conservative senators. But barely two
weeks later, Obama created the Commission on Fiscal Responsibility and Reform by
executive order, and named as the co-chairs of the Commission Alan Simpson, a leading
Republican deficit hawk, and Erskine Bowles, a leading Democratic deficit hawk and
member of numerous corporate boards, including top financial firms such as Morgan
Stanley.112

Obama could easily have created a commission on economic recovery and jobs, but
instead he turned to a deficit-reduction agenda. The Commission on Fiscal Responsibility and
Reform was a gift to Republicans, one of many self-inflicted wounds by Obama’s turn to
austerity. However, as Obama’s reelection indicates, many of his constituents have suffered
far more than Obama’s political fortunes. The Commission could have played out much
differently if he had appointed two Progressives as co-chairs, perhaps Keynesian economists
like Joseph Stiglitz or Paul Krugman (both Nobel laureates), or politicians on the left of the
spectrum—people who would recognize the need to reduce the deficit by putting people back
to work, starting with the public sector, rather than trying to reduce the deficit by cutting
expenditures and laying off the tax base. But Obama’s appointments of Simpson and Bowles,
as well as many key officials in the Treasury department and the Federal Reserve, reflects a
strongly conservative bias and an acceptance of a pre–New Deal and pre-Keynesian
orthodoxy, particularly foolish during a time of massive long-term unemployment, ongoing
deleveraging, and a stagnant recovery. With the creation of the Commission, the national



discourse shifted quickly from stimulus to austerity, which in turn helped close off political
possibilities for more active government responses to the economic crisis.

Instead of public works and jobs programs in 2010 (a time when the Democrats still had
working majorities in both houses of Congress), Obama presided over premature spending
cuts.113 Federal government employment, as a percentage of the population, fell to its lowest
level since before the 1950s.114 The federal budget did not sufficiently come to the aid of
state and local government finances, which took a nosedive as in the 1930s, because of the
collapse in state and local tax revenues in 2008 and 2009.115 More than half a million state
and local government workers lost their jobs in Obama’s first term.116 Schoolteachers, police
officers, firefighters, and many other public-sector occupations witnessed massive job cuts
and hiring freezes.117 The decline in public-sector jobs did not help the private sector. Direct
federal spending cuts meant declining revenue for private-sector government contractors and
lower aggregate spending by consumers (through a reverse multiplier effect).118

If the 1934 and 1936 elections were proof that public works and jobs programs can be
politically popular in a depression, 2010 is evidence that forgoing such public options can be
a political loser. Although fiscal and monetary stimulus and bank bailouts had averted a
worse crisis, the official unemployment rate was higher in 2010 than when Obama first took
office.119 While voter turnout fell in the midterm election, for Democrats it fell by ten million
more than for Republicans. According to ABC News exit polls, more than four out of every
ten people who had voted for Obama in 2008 did not bother voting in 2010, a decline of more
than 29 million votes.120 Democrats lost control of the House of Representatives, lost their
filibuster-proof majority in the Senate, and lost all hope of a workable recovery and reform
agenda.

Roosevelt’s failed experiment in austerity was short-lived. In the last nine months of 1938,
he once again boosted federal spending, including funding for the WPA. The recovery began
in mid-1938, but employment would not regain the 1937 level until the United States entered
World War II. The Federal Reserve chairman, Marriner Eccles, was still defending public
spending as the means for economic recovery and business prosperity, but the 1938 midterm
election results and shifting public opinion were beginning to undermine support for new
relief and reform.

It was not too long before the drums of war, sounding across the ocean, were having
salutary effects on the U.S. economy. In 1940, Britain was in dire need of American arms and
supplies and fast running out of money. The U.S. Neutrality Act required belligerents to pay
cash for arms, and loans were prohibited to nations like Britain that had not paid their debts
from World War I. Roosevelt solved the problem with a “flash of genius”: the United States
would lend or lease the supplies and equipment to Britain in return for British overseas
military bases that Britain could ill afford to defend.121 The Lend-Lease program eventually
provided more than $50 billion worth of American supplies to Britain and other allied
nations. U.S. foreign military assistance provided a dramatic stimulus to American industry
and labor, which were increasingly reoriented into military production. The Lend-Lease
boom was a portent of even bigger changes to come for the U.S. economy.

War and Nation-Building: Vindication and Amnesia

It has been suggested that each generation rewrites history to suit its own ends.122 The history
of the New Deal, particularly in money and banking, seems to follow such a pattern. In the
early post–World War II period, in the heyday of corporate liberalism when organized labor
was near the zenith of its power and influence, the dominant view was to see the New Deal as



a great epoch of reform that was stalled by its pragmatic compromises with corporate power
and its failure to solve the problem of unemployment.123 In more recent years, as private
finance and corporate power extended its reach at home and abroad, the New Deal legacy in
banking and finance was turned on its head and largely swept aside. Such a sea change in
policy required a kind of historical amnesia, a “creative forgetfulness” and rewriting of New
Deal history.124

It is common to hear conservative critics of Roosevelt point out that the New Deal did not
end the Depression, that it was World War II that finally brought it to an end, as if that
somehow discredits the New Deal Keynesian precepts of active fiscal policy, public works
and jobs programs, and public options in banking.125 Of course, the reverse is much more
accurate. The war brought a fiscal revolution. In the first six months of the war, the federal
government placed over $100 billion in orders for war contracts, thereby demanding more
goods than the economy had ever produced in a single year.126 The portion of the economy
devoted to war production more than doubled in 1942—from 15 to 33 percent of the
economy. Total wartime spending was more than $320 billion, twice as large as all previous
federal spending in the history of the Republic combined.

The dramatic increase in federal spending translated directly into an enormous economic
boom.127 The nation’s gross national product (GNP) grew from $99.7 billion in 1940 to
$211.9 billion in 1945. The mobilization of resources—human, industrial, technological, and
financial—exceeded the efforts of all other belligerents combined. By any measure, World
War II was the most impressive economic expansion in American history, with real
(inflation-adjusted) economic growth rates exceeding 15 percent a year during the war’s three
peak years and averaging double digits throughout the war.

War came to the rescue of the American economy. By the end of the war, the jobless rate
was 1.2 percent. A hyperactive fiscal policy had ended the Great Depression. It confirmed the
Keynesian prescription that higher levels of government spending can bring higher growth
rates, just as the 1937 recession confirmed the futility and dangers of cutting government
spending in a weak economy.

There were fears that the war’s end would bring another depression.128 Sixteen million
American military personnel would be returning to the civilian economy. How would they be
employed, and by whom? Would wages fall as a result of an oversupply of labor? Was a debt
deflation about to harm borrowers and threaten banks and financial institutions yet again?

As the end of the war approached, Congress passed the Servicemen’s Readjustment Act of
1944, the so-called G.I. Bill of Rights, to assist newly returning veterans with jobs, training,
education, and health care, and low-cost business loans and home mortgages. In the G.I. Bill,
one could see shades of so many New Deal programs, now all wrapped into one.129 The
war’s mass conscription now translated in peacetime into the basis of a Keynesian full
employment and social policy on a grand scale. Conscription spread the G.I. Bill’s benefits to
an enormous portion of the population, nearly one-quarter of the civilian workforce. More
than sixteen million new veterans benefited from subsidized low-interest mortgage loans and
tuition-free university education, along with living stipends.130 Veterans received more than
$13 billion for education and training, a significant part of the federal budget. Higher
education boomed, and the domestic economy continued to boom.

Peter Drucker considered the G.I. Bill of Rights to be perhaps the most important single
event of the twentieth century, signaling an important shift to a technologically advanced
“knowledge society.”131 According to historian Michael Bennett, there would not have been
the political support for a Marshall Plan if sixteen million Americans and their families had
not successfully readjusted to civilian life thanks to the G.I. Bill.132 The Marshall Plan and



other U.S. foreign aid programs in turn helped rebuild, on democratic foundations, war-torn
economies throughout Western Europe and Japan, a powerful inoculation against any turn to
either communism or fascism.

The Marshall Plan was the largest peacetime foreign aid program in U.S. history,
consisting of more than $13 billion in grants (rather than loans) between 1947 and 1951. This
also represented about 13 percent of the total U.S. budget, the equivalent of more than $400
billion today (compared with recent U.S. foreign aid budgets, which are barely $50 billion a
year and 1.5 percent of the federal budget).133 It was a huge spending program, and it had an
immediate, positive impact: recipient countries experienced economic growth rates of nearly
40 percent over the next four years; and the U.S. economy, already getting a shot in the arm
from the G.I. Bill, now got a double dose from the Marshall Plan’s boost in exports,
manufacturing, and employment.

Throughout the 1940s, in both wartime and post-war, the Federal Reserve and the RFC
continued to channel credit into the real economy (i.e., into actual industries that produced
tangible goods, as opposed to the paper economy of Wall Street). The Fed made sure
Treasury could borrow and spend at near-zero interest rates. The RFC, following the New
Deal public investment model, more directly pumped billions of dollars into investments in
defense plants, building 2,300 factories at a cost of more than $9 billion dollars.134

The decade of the 1940s provides vindication of the role of big government in a modern
mass industrial economy. This active role necessarily extended to money and finance. The
1940s decade turned all the metrics in public finance upside down. Federal spending and
borrowing quickly grew to enormous levels, compared to both the 1930s and the present
time. In 2012, federal spending was about 25 percent of GDP; in the 1940s it peaked at nearly
45 percent. In 2012, the federal debt held by the public was about 70 percent of GDP; in the
1940s, it peaked at over 114 percent. In the 1940s, the federal deficit peaked at more than 30
percent of GDP; in 2012 the federal deficit was about 8 percent of GDP (in Greece, after
2008, it peaked at little more than 10 percent of GDP). Although the 1940s may be taken as a
vindication of military Keynesianism, far more could be accomplished in terms of
employment and quality of life if the same level of resources were invested in the civilian
economy.135

The higher spending and borrowing levels of the 1940s did not coincide with rising
inflation or rising interest rates precisely because of the New Deal legacy in financial
regulatory reform and the public option in banking. Of crucial importance was the
administration’s control of the central bank. From 1942 to 1951, the Federal Reserve was
directed by the White House and Treasury to peg interest rates at three-eighths of one percent
on short-term Treasury debt and 2.5 percent on long-term Treasury debt. During this so-
called pegged period, it was the Federal Reserve’s duty to purchase government securities in
any amount and at any price needed to maintain the interest rate pegs.136

Since 2008, the Federal Reserve has purchased trillions of dollars in Treasury securities
and mortgage-backed securities, also to keep interest rates low on Treasury debt and the rest
of the U.S. economy. Yet the recovery has been slow and tepid. The Fed’s monetization of
debt has propped up the balance sheets of banks and helped the stock market,137 but at the
same time, federal spending is actually being pinched by the turn to austerity. Without public
works and jobs programs, long-term unemployment remains disturbingly high. Meanwhile,
the slow growth economy and its lagging tax receipts contribute to ongoing government
deficits, resulting in more calls for spending cuts and budget austerity.

In his Essays on the Great Depression, Ben Bernanke described how the Federal
Reserve’s bond-buying programs in the 1930s left the banks with excess reserves without
stimulating recovery. He credited this insight to Milton Friedman and Anna Schwartz: that



the growing level of liquidity created an illusion of easy money, and that, in reality, lenders
were shifting away from making loans, in large part because of the continued weakness of
debtors (often upside-down and out of work). The banks instead preferred to hold safe and
liquid investments: government securities.138 Likewise, today the banks have amassed more
than $1.5 trillion in excess reserves, thanks also to the Federal Reserve’s quantitative-easing
programs of purchasing bonds from those banks. And once again, the banks are propped up
but not lending sufficiently to finance a vibrant economic recovery, for much the same
reasons of mass unemployment and the deleveraging of consumers and businesses.

Bernanke’s view of the Depression seemed to be marked by selective amnesia. If one
lesson of the Great Depression is that the Federal Reserve must be ready to expand the money
supply (Bernanke’s main point), another lesson that he did not seem to recognize is that
monetary expansion alone will not renew growth for the economy when consumers and
businesses are underwater, there is mass unemployment, and people’s liquidity preferences
are elevated because of weak confidence in the economy.139 In the 1930s, Marriner Eccles
said that, under such conditions, the use of monetary policy is like “pushing on a string.” He
argued that a far more active fiscal policy was necessary, that tax cuts are also limited in
effectiveness in such an environment, and therefore that public works projects are of
paramount importance.

Although the Federal Reserve was monetizing a significant amount of Treasury debt in the
1940s, the Treasury was spending such funds on gigantic projects that resulted in full
employment: the war, the G.I. Bill, and the Marshall Plan. Instead of the 1930s’ liquidity
trap, in the 1940s there was booming confidence, and the Federal Reserve’s focus had to shift
from prodding banks to make loans to restraining them instead from extending credit for
speculative purposes. But thanks to New Deal banking law reforms, the Federal Reserve and
other federal agencies used their authority to set margin requirements and minimum down-
payments on loans for stock purchases, real estate, automobiles, and consumer durable
goods.140 The modern administrative state was able to prevent any hyperinflation of
consumer prices or asset markets during the greatest economic boom in the nation’s history.

If the economic policies and performance of the 1940s stand as a vindication of the New
Deal’s Keynesian approach to economic recovery, that analysis must be tempered with the
realization that the New Deal left unfinished much of its ambitious reform agenda. Alan
Brinkley has written about the assumptions of early New Deal reformers: “that the nation’s
greatest problems were rooted in the structure of modern industrial capitalism and that it was
the mission of government to deal somehow with the flaws in that structure.”141 Large
corporate enterprises were seen as particularly problematic and requiring institutional reform
at several levels, including reform of corporate governance and more robust anti-trust policy
to rein in the cartels that were exploiting consumers, workers, and taxpayers. According to
Brinkley, the rapid economic recovery and expansion during World War II reduced the
impetus for anti-trust and other reforms, while the war-planning bureaucracy itself helped
entrench the self-regulation of big business.142

For instance, both Congress and the Securities and Exchange Commission (SEC)
considered proposals to reform corporate governance to make management more accountable
to the interests of shareholders and other stakeholders. In 1934, congressional concern
extended to deficiencies in the federal proxy rules that allowed corporate insiders to control
the process of electing corporate directors. It was not until 1942 that the SEC proposed a rule
to require corporations to include shareholder-nominated director candidates in their proxy
statements, but the SEC proposal was roundly criticized by corporate management as
unworkable, confusing, and potentially costly to the war effort, so the SEC abandoned the
proposal.143 While in postwar Europe, corporate governance would be reformed to enhance



the voice of various corporate constituencies, such as workers and consumers, in the U.S.,
large private-sector corporations became more hierarchical and less accountable to non-
management and non-shareholder interests. U.S. corporate elites would preside over
industries that were increasingly cartelized after the 1970s and therefore increasingly
profitable. The corporate pie would be divided more unequally than in the past, with top
management and shareholders claiming larger shares at the expense of rank-and-file workers,
consumers, and taxpayers.

As the U.S. economy expanded in the war and post-war periods, there was a general
amnesia in American politics about the need for structural reforms. The watering down of
anti-trust efforts coincided with a retreat from state economic planning. Corporate elites
would fill the vacuum. For instance, in the late 1940s, General Motors, Firestone Tire,
Greyhound Bus, Mack Truck, and Standard Oil of California colluded in creating front
companies that bought up more than a hundred electric trolley, rail, and bus lines around the
country. Each of these companies enjoyed a dominant position in increasingly cartelized and
oligopolistic industries. Together, they formed a super cartel that would remake cityscapes
and transportation patterns across the nation. After taking control of previously public-transit
systems, they promptly shut down the electric trolley lines and replaced them with gas-
powered buses.144 The railcars and tracks from the Los Angeles electric rail system (at the
time the largest system in the country) were simply dumped in the ocean. Los Angeles and a
hundred other cities and locales were increasingly motorized at the expense of air quality and
the quality of life; commuters would pay more, and corporations would reap bigger profits.
The General Motors–led cartel was also a disturbing portent of the dangers of private
planning when the public sector surrenders all voice and all public options.

In time, corporate dominance would shift from such industrial cartels (oil, steel, and autos,
for instance) to a cartel in banking and finance with global reach. After the nation-building
period of the G.I. Bill and Marshall Plan, the RFC was allowed to lapse, and the Federal
Reserve scaled back its lending to non-bank business interests. Public options in banking and
finance were in retreat. In 1951, with Eccles no longer serving as chairman of the Federal
Reserve, but still serving as a Fed governor, the Federal Reserve rebelled against Treasury
and White House control. What followed was the Federal Reserve–Treasury Accord of
March 1951, by which the Fed regained its control over monetary policy and the setting of
interest rates. It was a far cry from the New Deal proposals to bring the central bank under
government ownership and control.

As the Federal Reserve fortified its independence from the political branches of
government, it increasingly became the captive of the private financial and banking interests
that owned and directed the regional Reserve banks. A couple of dozen big banks, their
satellite hedge funds and interrelated credit ratings agencies, located primarily in seven
wealthy countries (the G-7 countries), would receive guidance and protection from
“independent” central banks.

The amnesia about New Deal reform crossed party lines. In 1999, as noted, Bill Clinton, a
Democratic president, signed away the Glass-Steagall Banking Act of 1933 that had kept
commercial banks out of the “casino economy” for more than half a century. During that
time, banking and finance were generally far less risky industries. From the 1930s through
the 1970s, there were only 198 U.S. bank failures, an average of fewer than six bank failures
a year, resulting in about $124.3 million in FDIC losses. Deregulation changed everything.
By the late 1980s, there were hundreds of bank failures a year, and the savings and loan
industry collapsed, at much larger cost to taxpayers. The end of Glass-Steagall and the
deregulation of derivative financial markets in late 2000 (in Bill Clinton’s final month in
office) let the genie out of the bottle.145



By the end of the Clinton era, the entire financial system was turning on its head. Without
public options in banking, the public sector was increasingly starved of resources. On a per
capita basis, federal civilian employment fell to its lowest levels since the 1950s. With
regulation of banks and financial markets reduced, the financial system became far riskier.
The New Deal model in banking regulation and public finance gave way to industry self-
regulation and speculative financial markets. By the twenty-first century, it was common, and
for good reason, to refer to the distribution of wealth, income, and power as resembling a
New Gilded Age. This set the stage for the 2008 financial collapse, the most significant
meltdown in banking and financial markets since 1929 and the early 1930s.

The Need for a New Deal Today
In 1933, as in 2008, private finance had utterly collapsed into the hands of the state, which
chose to prop up the banks with public funds in each case. In 1933, it was the RFC that
pumped capital into the banks; in 2008 and 2009, it was the TARP bailout fund that bought
non-voting stakes in the banks. In both periods, the Federal Reserve provided massive help
with few strings attached. In neither period were structural changes imposed on the
management of the subsidized banks. But at least during the New Deal, the propped up
institutions of capitalism were supplemented and at times supplanted by more effective and
accountable government institutions.

Despite the several big responses by the Bush and Obama administrations to the financial
and economic collapse of late 2008—the Troubled Asset Relief Program (TARP), the
American Recovery and Reinvestment Act (ARRA) of early 2009, and the Dodd-Frank Wall
Street Reform and Consumer Protection Act of July 2010—none of these measures showed
much learning from the experience of the New Deal in the 1930s and 1940s. In fact, each
showed how little was learned from the successes and shortcomings of the New Deal era.
TARP funds were used to keep big banks afloat, but without sweeping out the actual bankers
who had made such terrible decisions. The few-strings-attached nature of TARP suggested a
view that what was good for Wall Street was good for the United States. But there were large
costs in propping up the banks with taxpayer funds without bringing them under government
control. The banking élites were able to continue with many of the same speculative financial
practices, while using their corporate treasuries to lobby Congress and the administration to
limit reforms. There was also a significant political cost, as the TARP bailout helped fuel the
Tea Party backlash in the 2010 midterm elections.146

Although the Obama stimulus provided direct employment for several hundred thousand
people, these jobs were mostly already in the pipeline. Obama called them “shovel-ready”
jobs for construction projects that had already reached a point of planning where workers
could be quickly employed to begin work.147 In contrast, Roosevelt’s public works programs
were not shovel-ready in the same sense—instead, they provided jobs (and in the case of the
CCC, actual shovels) for unemployed Americans who had no prospects, and they started new
projects that had not previously been on the drawing board. Moreover, the size and duration
of Obama’s stimulus was far too small and short-lived for the magnitude of the crisis facing
the American economy, and the design was flawed by not focusing on direct job-creation.148

The Dodd-Frank Act delegated authority for new regulations to many of the same federal
departments and agencies that were largely captured and staffed with Wall Street operatives.
In late 2012, Treasury Secretary Timothy Geithner was able to exempt foreign exchange
swaps and forwards from the rules under the Dodd-Frank Act that were intended to reduce
risk and increase transparency in derivative markets. The exemption would protect a four-



trillion-dollar-a-day global market and one of the largest sources of derivatives-trading
revenue for the biggest banks.149

In restricting the ability to use TARP for any future industrial lending, the Dodd-Frank
Act curtailed the administration’s ability to finance any new public works projects or jobs
programs. After the House fell under Republican control in late 2010, the Obama
Administration turned increasingly to an austerity agenda. With the elected branches unable
to agree on budgets and arguing over extension of the debt-ceiling limit, the Federal Reserve
played a larger role in trying to nurse a recovery. The Fed’s quantitative easing programs
pushed trillions of dollars in newly created money into the banks, but too little trickled down
to the real economy and to real job creation.

There are several factors that explain Obama’s failure to follow up on the successes of
financial stabilization with a more vibrant agenda of reform. Prior to his election, and since,
Obama’s top advisors on economic and finance issues were people with Wall Street ties.
Obama all too readily accepted their perspective that the public sector cannot create jobs,
thereby ruling out public works as well as the public option in banking.150 Likewise, Obama
accepted the “free trade” and laissez-faire assumptions that globalization, trade, and capital
flows could not be slowed, regulated, or taxed.151 With the exception of his initial “stimulus”
in early 2009, Obama’s approach to the problems in private and public finance often
resembled Hoover’s trickle-down approach, and like Hoover’s, was an insufficient impulse
for action.

One of Obama’s momentous decisions was to reappoint Ben Bernanke to chair the Federal
Reserve. Bernanke had been a Republican appointee (first as chair of President George W.
Bush’s Council of Economic Advisers, and then as Fed chairman), and he was averse to
having the Federal Reserve intervene beyond helping Wall Street. Since the 1930s, the
central bank had the authority under Section 13(3) of the Federal Reserve Act to open its
discount window to non-bank enterprises “in unusual and exigent circumstances.” The Dodd-
Frank Act retained the Fed’s Section 13(3) authority to lend directly to individuals,
partnerships, and corporations in unusual and exigent circumstances, but only if it were part
of a program or facility with “broad-based eligibility.”152 For the Federal Reserve to establish
a broad-based facility or program, it would first have to obtain permission from the Treasury
Secretary, and at least five members of the Board of Governors would have to agree with the
credit advance.153 It was easy to imagine a number of programs or facilities with broad-based
eligibility that could help pull the economy out of its slow-growth trajectory while providing
relief and jobs to millions of unemployed, including: loans to federal agencies for public
works and infrastructure projects; loans to state infrastructure banks for capital investments;
loans to or purchases of mortgages from Fannie Mae and Freddie Mac and other lenders for
the objective of modifying mortgages; or loans to or purchases from holders of student loans,
also to modify loan repayments. Unfortunately, it was far more difficult to imagine a Federal
Reserve willing to assert its Section 13(3) authority to finance such a recovery program.

In the fall of 2008, as credit and capital markets froze across the world and as large banks
and financial institutions teetered on the brink, there was hope for change. But throughout
Obama’s first term, very little changed in terms of the dominant models and approaches to
banking regulation and public finance. New regulations were either piecemeal or delegated to
the captured agencies for drafting and implementation. Most significantly, doors were closed
on public options in banking, in turn closing the door on possibilities for significant
infrastructure investment, public works, and jobs programs. Trickle-down was the dominant
strategy across the board, an unfortunate contrast with the approach of Franklin Roosevelt,
who recognized that any sustainable recovery must be a bottom-up recovery that provides
jobs and better wages and incomes to ordinary folks. Roosevelt understood that such a



recovery depended on an active public sector to lead the way, through institutions like the
Reconstruction Finance Corporation, to underwrite a large and comprehensive program of
infrastructure investment and public works. Roosevelt’s New Deal approach in financial
regulation and public finance provides a lodestar for today’s troubled economy.
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A Decade of Dissent

The New Deal and Popular Movements

GERTRUDE SCHAFFNER GOLDBERG

During the Great Depression many vibrant social movements arose, contributing to a
profound critique of American society and exerting pressure for change in government and
corporate spheres. Indeed, the 1930s was not only a decade of Great Depression but also of
great dissent. The interest here is not only in the character and range of these popular
movements, but in how the New Deal both responded and influenced them, and in the closely
related issue of their impact on the New Deal and public policy.

This is a difficult task for several reasons, an obvious one being that policies are multi-
determined. Among the influences on federal government policies, in addition to popular
movements, were: the views of the “slightly left of center” New Deal president himself;1
FDR’s advisors such as the Brain Trust and members of his administration; elected
representatives from the South intent on preserving white supremacy and the region’s low-
wage economy; members of Congress who proposed Progressive policies during and prior to
the New Deal; liberal business leaders; conservative business leaders; local and state
government officials; public opinion; and combinations of these. Some of these actors, of
course, were influenced by popular movements. In addition to social protest, the prolonged
and largely unrelieved deprivation wrought by the Depression gave rise to disorderly group
behavior such as the widespread looting of food and a consequent need to restore political,
economic, and social order.2

Direct evidence of policymakers’ response to particular organizations or protests is
sought. However, because political élites may not admit they are responding to pressure,
particularly from disorderly or radical lower-income groups, making these connections risks
committing a post hoc fallacy. Another problem is the frequent failure of general historians of
the New Deal to downplay or even denigrate radical-led organizations; on the other hand,
writers on the left may tend to exaggerate the size and impact of such movements.

This chapter attempts to identify the effect on New Deal policies of movements by and on
behalf of unemployed workers; jobless workers who sought relief qua veterans; employed



workers; black workers; the elderly; tenant farmers; and middle- and lower-income persons
seeking a more equitable distribution of income and wealth, sometimes referred to as
“levelers.”

The Unemployed Workers’ Movement
The Movement: 1929–1933

Poor people typically lack resources for organized protest—other than their numbers and the
urgency of their need. This weakness can be overcome by using the resources of radical
organizations.3 Following the stock market crash of 1929, some unemployed men and women
initiated action on their own behalf, but many who sought relief, perhaps most, were aided by
radical organizations that offered leaders, money, and strategies. “Throughout America in the
early 1930s unemployed workers, sometimes under the leadership of radical activists,…
sometimes on their own initiative, formed a variety of local jobless associations aimed at
meeting the staggering individual and societal problems of Depression unemployment.”4

Communists were the first to aid the unemployed and the most active in the early years
following the stock market crash of 1929.5 In time, other radical groups provided these
resources: the Workers’ Committees organized by members of the Socialist Party and other
groups of socialists and the Unemployed Leagues led by the left-wing labor minister, labor
educator, and activist A. J. Muste.6 However, most members of unemployed organizations
were not politically affiliated, much less radical.7 According to Frances Fox Piven and
Richard A. Cloward, this was “the largest organization of the unemployed this country has
ever known.”8

Only a few months after the stock market crash, demonstrations by the unemployed took
place in almost every important American industrial and commercial center, some involving
serious and violent clashes with the authorities.9 Although the Communist press probably
exaggerated when it claimed that “millions” demonstrated on March 6, 1930, large numbers
did take part, many of them at the instigation of the local Unemployed Councils (UC).10

According to Irving Bernstein, “Bleeding heads converted unemployment from a little-
noticed to a page-one problem in every important city in the United States. No one could any
longer afford to ignore it.”11 Although violence raised people’s consciousness of the problem,
it could also be a deterrent to participation. Among the “formidable barriers” faced by the
movement were “persistent and often violent repression by government.…”12 On the other
hand, sociologist Steve Valocchi maintains, repression was not “the dominant response,” and
the successes of the movement are due not only to its attributes but to a government that
could have repressed it but did not.13 Yet, there is ample evidence of violence at the local
level, particularly if protesters were identified with Communists, and, in some cases, there
was a combination of both brutality and concession by local officials.14

The goals of the radical organizers went way beyond relief and even reform, for they
viewed the organizations as “transmission belts” to Communist Party membership and
commitment to revolutionary goals.15 Yet, in order to build a movement, it was necessary to
address the immediate, urgent needs of the unemployed for relief and protection against
evictions and foreclosures. The array of strategies included direct resistance to eviction, sit-
ins at relief centers, resolution of grievances, and local, state, and national hunger marches.16

Communists in Chicago led, organized, or participated in 2,080 mass demonstrations in the
first five years of the Depression.17 In New York, in less than six months in 1931, a Workers
Committee formed by Socialists and independent organizers “sprouted into a citywide



movement of over 10,000 unemployed; within a year it flowered into sixty locals and 25,000
members.”18

Direct relief of suffering was the chief activity of the organizations that arose throughout
the country, but from the start, federal unemployment insurance and federal appropriations
for relief were goals for which movement organizations lobbied at city and state levels.19 The
unemployed movement contributed to a revival of interest in unemployment insurance.20

Significant, particularly in view of virulent racism in the 1930s, was the priority that
Communist-led groups gave to interracial councils. Indeed, in some Southern cities, the
Unemployed Councils were the first interracial organizations in the area.21

Roy Rosenzweig, who has studied the organizations led by Communists, Socialists, and
Musteites, writes that “Easily two million jobless workers engaged in some form of activism
at some time in the thirties, and their participation affected not only their own outlook, but
also how society looked at and treated them.”22 Still, Rosenzweig holds that, despite the
heroism and imagination of radical leaders, it was “neither a revolutionary force nor even a
truly mass movement.” He estimates that the active membership never included even one
percent of the unemployed at the height of the Depression.23 Writing specifically of Chicago,
Lizabeth Cohen recognizes that actual rank-and-file members of the Communist and Socialist
unemployed movements were relatively few, but that when an action such as a hunger march
took place, many more joined in. “Even those who stood on the sidelines, because they were
employed or wary of joining a ‘radical’ cause, were influenced by the strategies and demands
of the more militant.”24 In considering membership in unemployed organizations, one should
bear in mind the inherent barriers to organizing the unemployed: their tendency toward
blaming themselves rather than the economy for their condition, loss of self-confidence, the
deterrent effect of militant strategies or of being labeled “Red” or subversive, and the
potential for violence already mentioned.25 In any case, social protest of this sort is probably
never a majority phenomenon, and it is hard to say how large the numbers of activists, how
frequent the actions, and how skilled the strategists need to be in order to have a “truly mass
movement” and one with a significant influence on public policy.

Before the New Deal, the major gains of the unemployed movement were raising public
consciousness of the extent and devastation of unemployment, stopping evictions, increasing
relief levels, and adding rent allowances to relief benefits. In the cities he visited, wrote one
author of a magazine article, the amount of relief was proportionate to the strength of the
Unemployed Councils.26 The movement had some success in reversing cutbacks. For
example, a hunger march of 50,000 in Chicago in October 1932 forced the rescinding of an
announced 50 percent reduction in relief.27 According to the editors of Fortune: “… the sharp
rise in relief expenditures … is due more than you might think to Communist agitation. By
mass demonstrations, stubborn, insistent and vociferous protests, the Unemployed Councils
… have indeed improved the lot of the jobless.”28

Since municipalities lacked sufficient resources to meet the mounting needs that the
unemployed movements were forcing them to address, city governments exerted pressure on
higher levels of governments for funds. In fact, the National Conference of Mayors was
established in 1932 with the express purpose of lobbying for federal relief, and immediately
after its founding, a delegation of big-city mayors was dispatched to Washington to lobby
federal officials.29 Thus the mayors became “lobbyists for the poor.”30

Beginning in 1931 with New York under then-governor Franklin Roosevelt, the states
responded to the need and the inability of local governments to meet it by opening up their
own limited coffers. It is not clear how much FDR was influenced by the unemployed
movement to initiate the state’s Temporary Emergency Relief Administration (TERA),



although New York City was a hotbed of unemployed protest, and Roosevelt later claimed
that as governor he had resisted pressure to call out the National Guard.31 Directed by future
federal relief administrator Harry Hopkins, TERA was a state-level version of the subsequent
New Deal Federal Emergency Relief Administration (FERA).32 By 1933, the majority of
states had followed New York’s lead,33 but their resources, too, were limited.

Judging by the revolutionary aims of its radical organizers, New Deal historian Irving
Bernstein considers the unemployed movement a failure: “Its principal achievement was to
raise relief standards in some communities and to hasten the coming of federal relief.”34 That,
however, seems like quite an accomplishment from the perspective of the unemployed and
public policy.35 One historian of labor in the twentieth century holds that when Franklin D.
Roosevelt took office in 1933, his decision to provide direct relief was influenced by the
insurgency of the organized unemployed.36 Other writers have noted that experience with the
organizations of the unemployed prepared some participants for other movement activity,
particularly in the labor struggles of the New Deal era.37 “Many organizers in the CIO,”
according to Cohen, “would come directly out of the unemployed movement.”38

The New Deal and the Unemployed Movement.
To Labor Secretary Frances Perkins, one of FDR’s closest advisors, the case for federal relief
was compelling, and the reasons included indirect consequences of the unemployment
movement:

It is hard today to reconstruct the atmosphere of 1933 and to evoke the terror caused by unrelieved poverty and
prolonged unemployment. The funds of many states and localities were exhausted. The legal debt limit of many
states had been reached, and they could borrow no more, even for so urgent a matter as relief. The situation was
grim in city, county, and state. Public welfare officers had reached the end of their rope.… The Federal
Government and its taxing power were all one could think of.39

Further, Perkins recalled: “Hunger marchers were on parade. Food riots were becoming
more common. Crime, born of the need for food, clothing, and other necessities of life, was
on the upsurge.”40 Thus the magnitude of need, depleted local and state resources, partly the
result of relief expansion achieved by agitation of the unemployment movement, and disorder
played a part in the unprecedented assumption of relief by the federal government.

Most writers emphasize a decline in movement activity in response to New Deal relief,
but Albert Prago presents a different picture of the early years: the inadequacy of early New
Deal reforms prompted “mounting protests involving large numbers of people and with the
organizations of the unemployed mushrooming.” During the period from 1933 to 1935, there
were militant daily struggles at relief bureaus that were met with police brutality.41

According to the American Civil Liberties Union (ACLU), “time and again strikes and
demonstrations on F.E.R.A. [Federal Emergency Relief Administration] projects have
resulted in the adjustment of unfair wage-scales and stopping discrimination.”42 When the
brief but large Civil Works Administration was terminated after four months, there was a
considerable outcry from numerous sources, a march led by Socialist leader Norman Thomas,
60,000 protest letters, strikes and demonstrations by CWA workers, but to no avail.
Roosevelt, under pressure from Southern Democrats and Budget Director Lewis Douglas,
and worried about the cost of the CWA, did not bow to pro-CWA forces.43

Despite continuing to agitate, the Communists, according to Prago, “simply did not have
the resources in manpower and finance, to provide the necessary leadership for the many
millions scattered in so vast an area.”44 Moreover, the movement lost some of its ablest



members who were among the first to get work when unemployment abated, while others
became labor organizers with the resurgence of the labor movement.45 Yet, by early 1935, the
UCs claimed to have chartered 859 units in forty-two states, with 300,000 carrying
membership cards, plus scores of affiliated organizations that issued their own cards.46 Both
an indication of continued protest and New Deal respect, if not encouragement, is what the
WPA’s labor relations director had to say early in 1936: “They are irreconcilable … because
they never stop asking.… They crowd through the doors of every relief station and of every
WPA office. They surround social workers in the street. They exhibit the American spirit of
determination.…”47

The fight for unemployment insurance, one of the early demands of the unemployed
movement, was an important focus of the left in this early period. In a personal
communication to Piven and Cloward, who saw lobbying as a departure from the
movement’s earlier militancy, Herbert Benjamin, leader of the UCs, maintained that theirs
was not the usual approach to lobbying, that they engaged in “mass lobbying … angry
delegations besieging reactionary members of Congress in their offices. We marched and
picketed and were arrested.”48

Early in 1934, Representative Ernest Lundeen (Farm Labor–Wisconsin) introduced the
first version of what was known popularly as the Workers’ Unemployment Insurance Bill—a
federal bill, financed by general revenues, available to all the unemployed regardless of need,
and administered under a democratic plan with local representation by recipients. The
Interprofessional Association for Social Insurance, founded at the time that Lundeen
introduced his bill in 1934, had twenty-one chapters within a year, one in every major city in
the Northeast but also in the Midwest and far West. In January 1935, a national conference in
Washington convened to support Lundeen’s Workers’ Unemployment Insurance Bill; it was
composed of 2,506 elected delegates from trade unions, including 742 AFL locals, scores of
unemployment organizations, African-American organizations and social work groups.49

Inserted in the record of House of Representatives hearings on the Lundeen bill was a list of
original sponsors that included 3,000 local unions, over sixty city councils, county and
municipal bodies, and hundreds of clubs and fraternal organizations.50 In testimony before
the House Committee on Labor, Herbert Benjamin of the Unemployed Councils said his
office had published over a million copies of the bill and sold them at two dollars a thousand
to organizations that distributed them free to individuals, and over 650,000 postcards in favor
of the bill were sold for $1.50 per thousand for mass distribution.51 The bill was supported by
the House Committee on Labor, but through maneuvers of the administration, never went to
the House floor.52 According to Seymour, it had not the remotest chance of passing. Dona
and Charles Hamilton write that conservative Republicans helped to get it out of the Labor
Committee and added amendments, hoping this would render social security legislation
unacceptable to the majority of Congress.53

University of Chicago economist Paul Douglas, later a Democratic Senator from Illinois,
wrote that the Communists were initially the “main driving force” behind the Lundeen bill
but that many non-Communists came to support it because it was “the most thorough-going
and adequate proposal … for taking care of the unemployed.” Douglas further observed that
although the AFL officially opposed it, support came from many city federations and a much
larger number of local unions and “by a surprisingly large number of social workers.”54

Unemployment insurance, as adopted by the Social Security Act, however, fell far short of
the demands of the left. It was Douglas’s position that the radical proposal of the left had
“enabled the administration forces to say to the indifferent and conservatives that unless they
accepted the moderate program put forth by the administration, they might later be forced to
accept the radical and far-reaching provisions of the Lundeen bill.” In short, Douglas pointed



out, it was the traditional strategy of the center using the left “as a club against the right.”55

In the early New Deal years, unemployed workers, in a remarkable show of solidarity
with their employed brothers and sisters, lent support in some of the decade’s critical strikes.
For example, the Musteite Unemployed Leagues played a central role in the Electric Auto-
Lite strike in Toledo, where they organized workers, not to get relief and jobs for themselves,
but to engage in mass picketing to help striking workers.56 Largely under Socialist control,
the Milwaukee Workers’ Committee on Unemployment sent 13,000 unemployed workers
into the picket lines just as the 1934 Milwaukee Streetcar Strike was on the verge of
collapse.57 In the Minneapolis General Drivers’ strike of 1934, there was “extraordinary
activity in the unemployed field involving jobless union members, direct relief clients and
WPA workers.”58

What leading historians have to say of the movement after the advent of the New Deal is
more characteristic of the Workers Alliance of America (WAA) that united the formerly
rivalrous unemployed workers organizations in 1936. According to Rosenzweig, “The New
Deal did not wipe out the problems of the unemployed, but the small gains and the more
optimistic tone of Roosevelt’s administration … probably helped to pacify some jobless and
made them less likely recruits for the Leagues [the Unemployed Leagues led by A. J.
Muste].”59 Piven and Cloward hold that “more liberal relief machinery … diverted local
groups from disruptive tactics and absorbed local leaders into bureaucratic roles.”60 Each
year, according to one study that reported fewer sit-ins, strikes, and picket lines, there was “a
gradual evolution from the position of a purely conflict group to an organized and responsible
relationship with the authorities.”61 There is another explanation as well. Recognizing
Roosevelt’s popularity and that jobless workers put their trust in FDR more than in the
radical left, WAA leaders, according to Rosenzweig, felt the need to develop a sympathetic
relationship with FDR and the New Deal and to gently prod it toward incremental
improvements. The Popular Front mentality no doubt contributed to Communists’
rapprochement with other radical groups as well as with the New Deal. The result was a
“symbiotic relationship” between the WAA and the New Deal, including not only WPA
administrators but Roosevelt himself.62 According to WAA’s chairman David Lasser and its
executive secretary Herbert Benjamin, Roosevelt liked having an organization pushing from
the left for support of his programs to counter the inevitable pressure from the right.63

Indicative of the friendly relationship between the WAA and WPA administrators, Harry
Hopkins and Aubrey Williams, was the recognition of the WAA as the bargaining
representative of WPA workers. The right to strike, however, was contested.64

Local protest, if diminished, nonetheless continued after the merger that created the WAA.
For example, five thousand hunger marchers entered the New Jersey legislature in protest
over cutbacks in August 1936, and a similar action took place in the Pennsylvania state
capitol. Later that year, short “folded arms strikes” for a “living wage” were conducted by the
WAA in WPA projects throughout the country.65 Despite the “symbiotic relationship” with
New Dealers, the WAA greeted the announced cutbacks and firing of 475,000 WPA workers
late in 1936 with a wave of protest actions, sit-downs, sit-ins, stoppages, picketing,
demonstrations, mass meetings, delegations to city officials, resolutions, and telegrams to
Congress, the president, and Harry Hopkins. To oppose the cutbacks, the U.S. Conference of
Mayors called a special meeting in Washington and sent telegrams to the president. The mass
layoffs were called off. Once again, the support of local officials was important to the
unemployed movement.66 Although Karsh and Garman write that the WAA moved
increasingly away from organizing the unemployed and “job actions” and toward lobbying
for legislation to protect the unemployed, they note that as late as 1939 it mounted a
nationwide strike of WPA workers protesting cutbacks and layoffs on relief projects.67



In 1938, the WAA was attacked by the Dies Committee (House Committee for
Investigation of Un-American Activities) for being under Communist domination. FDR
thought that if there were a chance to save the WAA, “liberals should make the fight and not
simply withdraw,” and wrote as much to Aubrey Williams, deputy WPA director. On the
letter was a handwritten comment by Eleanor Roosevelt: “FDR wld [sic] like to see Dave
Lasser change name & purge communists who put Russia first.”68 This would seem to
indicate that Roosevelt did find the WAA a useful WPA ally. Williams, it should be noted,
had spoken admiringly of Lasser and the WAA, and for this and other examples of
outspokenness he paid dearly—in Roosevelt’s unwillingness, despite exemplary service, to
appoint him to succeed Hopkins as WPA director.69

Jobless Veterans
The thousands of veterans who descended on Washington, D.C., in the late spring of 1932
demanded a different form of relief from the organizations that represented all unemployed
workers, but they were in similar states of joblessness and destitution. They sought a special
form of relief for veterans, an advance on bonuses (Adjusted Compensation Certificates) that
were not due until 1945; their future bonus was the only asset most of them had.70 Compared
to ongoing relief for millions of unemployed workers, including veterans, theirs was a small
order. Two-thirds were entitled to about $1,000, according to an estimate of the Veterans
Administration.71 The veterans did not call for relief for all the unemployed and were, in fact,
criticized for the narrowness of their focus.72 Yet this “Bonus Army” (Bonus Expeditionary
Force or B.E.F) and its violent rout by the U.S. Army did much to dramatize the plight of the
jobless, and contributed to the election of Franklin Roosevelt or the size of his triumph and
perhaps to the New Deal’s federal relief policies. Whereas most other protests by poor people
depended on outside resources, the B.E.F. was largely a spontaneous phenomenon.
Communists, trying to take credit for originating what was a “ready-made revolutionary
engine,” staged a march to the Capitol.73 They were, however, reviled by most of their fellow
veterans.74

The march to Washington was sparked by a bill introduced by Representative Wright
Patman (D-Texas) providing for immediate payment at full maturity value of bonuses
otherwise not due until 1945. The first contingent set out from Oregon:

Early in May 1932, some World War veterans in Portland, Oregon, contemplated the fact that the one nest egg
they had left was the government’s promise of payments on … the bonus for their wartime services.… If the
money was really theirs, why should they not have it when they needed it? Tired of watching their children grow
pale on a diet of stale doughnuts and black coffee, tired of community neglect, tired of official gabble, tired, above
all of waiting, the men in Portland decided to bring their plight home to the country by marching on Washington.
They chose as leader an unemployed cannery superintendent and former World War sergeant named Walter
Waters … who had not worked for eighteen months. Under his command, the group set out, riding the rods and
living on handouts along the way. Its principles were “no panhandling, no drinking, no radicalism.” …75

A confrontation with the Illinois National Guard over their trying to board a Baltimore and
Ohio freight train in Illinois—“the Battle of the B & O”—became a front-page story,76

evidently encouraging other veterans to follow the Oregon vanguard to the nation’s capital.
Bernstein refers to the gathering of an estimated 22,000 veterans and family members in

Washington to lobby and demonstrate on behalf of the Patman bill as “a remarkable display
of jobless transiency.”77 It was to be “the most explosive demonstration that Washington had
ever experienced.”78 On May 19, the first contingent of 300 from Oregon arrived; “a flood
tide of servicemen followed.”79 Theirs was no one-day march. According to Waters: “We are



going to stay until the veterans’ bill is passed.”80 Theirs was a “new kind of lobbying”
combining public demonstrations with an energetic and persistent presence in the halls and
galleries of the Capitol.81 The House of Representatives passed the Patman bill by a large
margin, but it was defeated overwhelmingly in the Senate. Herbert Hoover was against
special treatment for veterans, as were FDR, then running against him for the presidency, and
liberals like Republican Fiorello LaGuardia of New York, who held that ex-servicemen had
been treated generously by Congress and that it should consider the plight of millions of other
equally needy unemployed men and women.82

There remain questions regarding Hoover’s assent to police action resulting in the killing
of two veterans and the subsequent violent eviction by tear gas and bayonets of unemployed
veterans by the United States Army under General Douglas MacArthur. MacArthur and
Secretary of War Patrick Hurley justified the brutal attack on the nation’s impoverished
veterans as putting down a Communist conspiracy. President Hoover, for his part, expressed
relief that the “Red plot” had been checked.83

Although agreeing with Hoover regarding early payment of the bonus, FDR disagreed
sharply with his handling of the protest (but refrained from commenting publicly about his
opponent’s behavior). At the time, FDR told Brain Truster Rexford Tugwell his views
concerning the use of force that were already noted. “Suppression,” he held, was “not good
enough.”84 Instead, he said he would have given them jobs developing the Shenandoah
National Park and would have hoped to stimulate states and municipalities to offer similar
types of jobs in public works.85 Roosevelt believed that his election had been made much
more likely by the eviction of the veterans.86 “It is probable,” writes Irving Bernstein, that
“no act of Hoover’s proved so unpopular as his decision to drive out the BEF.”87

Early in the New Deal, a second bonus march, largely in response to cuts in veterans’
disability payments resulting from FDR’s Economy Act of 1933, descended on Washington.
Roosevelt clearly controlled their protest, but he did follow his dictum that suppression was
not good enough. He issued a regulation barring loitering in public parks or grounds and
located the veterans in a camp at some distance from the city. He drove out to the camp,
waving his hat at them, and asked Mrs. Roosevelt and his close aide Louis Howe to visit the
camp and be sure to bring coffee. In one of her early acts as First Lady, Eleanor Roosevelt,
apologizing that she could bring them no news about their bonuses, waded through the mud
to speak with the veterans and brought sandwiches in addition to coffee as well as uplifting
talk about her gratitude for those who had served their country.88 Thereafter the veterans met
regularly with presidential assistant Howe.89 FDR rid Washington of the veterans by offering
them free transportation home or jobs in the Emergency Conservation Works, a forerunner of
the Civilian Conservation Corps. Encouraged by FDR, most of the marchers took the jobs,
and others were transported home.90 The veterans did get their bonuses but did not have the
New Deal President to thank for them. A New Deal Congress voted for it in 1936, overriding
FDR’s veto. It has been suggested that the fear of another army of unemployed veterans was
one of the motives for the Servicemen’s Readjustment Act of 1944 (G.I. Bill) that provided
cash allowances, tuition for higher educations and other benefits that removed World War II
veterans from the ranks of the jobless.91

Employed Workers
The Depression decade began with union membership at a low ebb. In 1930, union density
was 12 percent, membership having fallen by about 1.7 million since the end of World War
I.92 (This is about the proportion of the work force that belonged to unions in 2007 when the



Great Recession began.)
Government did much to wake up the nation’s labor movement. The Norris-La Guardia

Act of May 1932, the initiative of two progressive Republicans, outlawed “yellow-dog”
contracts or pledges that employees would not join a union and restricted the use of federal
court injunctions against strikes, picketing, and boycotts.93 The next important step was a
New Deal measure, Section 7(a) of the National Recovery Act of 1933. The Act gave
something to both business and labor in order to encourage cooperation that would facilitate
recovery. Section 7a gave labor collective bargaining rights. William Green, President of the
American Federation of Labor, called Section 7(a) “a Magna Charta for labor.”94 John L.
Lewis, President of the United Mine Workers (UMW), Sidney Hillman of the Amalgamated
Clothing Workers of America (ACWA), and David Dubinsky of the International Ladies
Garment Workers’ Union (ILGWU) recognized the significance of Section 7(a) and
responded by launching vigorous organizing drives and other militant actions. “The
resurgence of union activity … was mobilized by the industrial unions with the strongest
fighting traditions, the miners and the garment workers.”95 Lewis compared Section 7(a) to
the Emancipation Proclamation and committed the UMW’s entire treasury to the drive.96

According to Bernstein, this New Deal measure was “the spark that rekindled the spirit of
unionism within American labor.”97 A UMW official described the fantastic response of the
miners: They “moved into the union en masse.… They organized themselves for all practical
purposes.”98

Resistance to Section 7(a) by capital was enormous. Where employers responded to 7(a)
by establishing company unions, the law was actually a setback for resurgent unionism.99

Senator Robert Wagner (D-New York) who headed the National Labor Board established by
Roosevelt to oversee the implementation of 7(a) became discouraged with the Board’s
insufficient authority. Convinced that enforceable rules were necessary for the guarantee of
collective bargaining rights, he proposed the National Labor Relations Act, which would not
only grant the right to collective bargaining, but establish administrative machinery with
quasi-judicial powers to implement it. The Board would be a permanent independent agency
to conduct elections that would determine appropriate bargaining units and outlaw “unfair
labor practices” such as company unions, discharging workers for union activities, or refusing
to bargain with workers.100 FDR and Labor Secretary Perkins were initially cool to the
NLRA, and Perkins wrote that it was not part of FDR’s program, that “all the credit goes to
Senator Wagner.”101 As Bernstein points out, “Roosevelt had more confidence in the power
of the state to promote the welfare of wage earners than he had in their capacity to do so
themselves by means of trade unions,” and this point of view was either shared with Perkins
or reflects her influence.102 It should be noted that despite the fact that over the decade labor
became a part of the New Deal coalition, the right of workers to organize and bargain
collectively was not included in FDR’s 1944 proposal for an Economic Bill of Rights.103

Why did Roosevelt suddenly throw the weight of his influence behind the NLRA?
Leuchtenburg writes that the reasons were “not wholly clear.”104 The background of
resistance to unionization on the part of capital and the bitter, intensive, numerous, and
violent labor strikes during 1934 and 1935 may have influenced his decision to support the
NLRA, whose proponents argued it would reduce such conflicts and facilitate recovery.105

The bill had already passed the Senate by a huge majority of 63–12 and had been reported out
of the House Committee. Roosevelt did make the decision before the Supreme Court ruled
the NRA unconstitutional, thus ending Section 7(a), although he may have anticipated the
decision from the Court’s ruling against the Railroad Retirement Act a little earlier.106

Along with other Progressive labor leaders, Lewis urged the AFL to expand the labor



movement by organizing on an industrial union rather than on a crafts basis. The AFL,
evidently preferring to have control of a small organization rather than to lose it in one double
or triple the size, refused.107 Another reason was longstanding disdain for the less skilled
workers by the craft unionists and related snobbery and nativism.108 Lewis and other
Progressive labor leaders like Sidney Hillman and Philip Murray left the AFL and formed the
Congress of Industrial Organizations (CIO), which sought to organize the unorganized in the
mass production industries.109 This was enormously important for the nation’s semi-skilled
and unskilled industrial workers and, because the CIO organized interracial unions, for black
workers as well. It was the CIO, pushed ahead by militant rank and file members, that led the
drives that won collective bargaining rights in the nation’s leading mass-production
industries. In the Minneapolis Teamster strike, local unionists had proceeded in opposition to
their national union, and in the general strike in San Francisco, conservative national leaders
were overruled by the militant members of the longshoremen’s union.110

Employers resisted the Wagner Act on the grounds that they expected it to be declared
unconstitutional, and militant labor groups for their part took the law into their own hands
with a spate of sit-down strikes shortly after FDR’s second-term victory. When courageous
rank and file workers at the General Motors plant in Flint, Michigan, sat down without
Lewis’s authorization, he nonetheless supported them to the hilt.111 In the critical showdown
at Flint, Roosevelt and Perkins refused to condemn the sit-down. Instead, they supported the
efforts of Michigan’s governor, Frank Murphy, to achieve a peaceful settlement and to delay
the enforcement of a court order to end the strike.112 The result was a momentous victory for
the labor movement: recognition of the United Auto Workers as the company’s bargaining
unit by General Motors (GM), then the largest corporation in the world. It was “the most
important single strike confrontation of the century.…”113 Following on its heels was another
great accomplishment, union recognition by the United States Steel Corporation. Roosevelt
subsequently explained why he acted as he did: “Little do people realize how I had to take
abuse and criticism for inaction at the time of the Flint strike. I believed and I was right, that
the country, including labor would learn the lesson of their own volition without having it
forced upon them by marching troops.”114

In a press conference with newspaper publishers soon after the constitutionality of the
National Labor Relations Act was upheld by the Supreme Court, Roosevelt was asked why
he had not spoken out against what one of the publishers described as “an epidemic of sit-
downs.” The President acknowledged that the sit-downs were illegal but held that both sides
had made mistakes. He predicted that “we are going to get a workable system but we won’t
get it by antagonism and threats and demands.” The labor people, he observed, were
beginning to realize that sit-downs were wrong, that they were “damn unpopular” and that
“labor cannot get very far if it makes itself unpopular with the bulk of the population of the
country.” It would take time to realize this, “perhaps two years, but that is short time in the
life of a nation.…”115

Roosevelt’s restraint in aid of the labor movement could be seen as reciprocating labor’s
substantial support for his candidacy in 1936. However, soon after, FDR failed even to
condemn the violence in the Memorial Day massacre at Republic Steel that resulted in the
fatal shooting of ten marchers and the wounding of twenty-eight more.116 Roosevelt took a
neutral stance in relation to the drive to organize the Republic plant, making the oft-quoted
remark at a press conference that “The majority of the people are saying just one thing, a
plague on both your houses.” That was usually reported as if this were his own opinion.117

He had rejected Perkins’s advice to intervene.118 According to Lewis’s biographers,
Dubofsky and Van Tine, Roosevelt, having been warned by advisors that he had little to gain,
“acted as he did for good political reasons.”119 This one could infer from his remark



concerning public attitudes toward the strike. It was, however, interpreted by Lewis as a
betrayal of the heavy UMW support for his presidential campaign: “It ill behooves one who
has supped at labor’s table … to curse with equal fervor and fine impartiality both labor and
its adversaries when they become locked in deadly embrace.”120 The CIO failed to unionize
“Little Steel” (a term that refers to steel companies other than the United States Steel
Corporation), thanks partly to FDR’s hands-off policy. The “Roosevelt Recession,”
moreover, contributed to labor’s loss of steam that began with the failure at Republic. In the
ensuing years, the Democratic Party would fail to reciprocate labor’s consistent support.

The relationship of the New Deal to the labor movement in the late 1930s is a complicated
one. It involves the rivalry between the AFL and the CIO, a business counterattack, and a
Red-baiting campaign to discredit the labor movement and the National Labor Relations
Board (NLRB). The AFL attacked the NLRB for being both pro-CIO and Communist-led,
and it Red-baited the CIO as well. These charges were readily received and promulgated by
the House Committee on Un-American Activities (Dies Committee). The AFL joined the
National Association of Manufacturers (NAM) in this attack against the rival union and the
NLRB. FDR acted by enlarging the NLRB governing board, thereby diluting both the alleged
“Red” influence and CIO bias, replacing one of the board members most linked to
Communism, appointing a chairman with an unvarnished record for both judiciousness and
competence, and at the same time intervening to prevent passage of legislation directed
against the NLRB and the Wagner Act.121

Concurrently, the courts weighed in on the side of employers. The Supreme Court upheld
the constitutionality of the Wagner Act in 1937, but the courts otherwise limited labor rights,
notably making the sit-down illegal. James Green concludes, “the courts allowed unions to
engage in collective bargaining over a limited range of issues, but prohibited them from using
the kind of militant, direct action that had built the CIO.”122

The state thus gave and then took away. The limiting of labor’s power continued with the
Administration’s exacting a no-strike pledge during World War II and then, when the war
emergency was no longer a justification for reining in the unions, Congress went even further
with the Taft-Hartley Act by enacting it and then sustaining it over President Harry Truman’s
veto. Regardless of the pull-back, the New Deal had given more support to organized labor
than any previous administration. Labor, it should be noted, tripled its membership between
1933 and 1941.123

Black Workers
Neither long-established civil rights organizations nor the radical interracial groups that arose
during the 1930s were able to muster significant pressure to advance civil rights for African
Americans. The Unemployed Councils had not only crossed the color line in their protest but
had supported such measures as non-discrimination in rehiring and legislation like the
Lundeen bill, which, in contrast to the insurance programs of the Social Security Act, would
have included all workers. Testifying in favor of the Lundeen bill, the National Urban
League’s (NUL) acting executive secretary pointed out that it would cover farmers, domestic
and personal service workers—occupations employing two-thirds of Negro workers.124

Because Negroes’ experiences with state-administered programs had been unsatisfactory, the
NUL favored another attribute of Lundeen: federal administration of benefits for the
unemployed. Hamilton and Hamilton suggest that the NUL’s advocacy of legislation
associated with the Communist Party is an indication of how much the League valued the
Lundeen Bill.125 The NAACP and the NUL tried to add anti-discrimination measures to the



Social Security Act, the National Labor Relations Act of 1935, and the Fair Labor Standards
Act of 1938, but were unsuccessful.126

Progress in civil rights would have to await militant action by blacks as well as proper
timing. Wartime production provided that opening. Many of the unemployed were being
absorbed in defense industries, but discrimination robbed blacks of the benefits of this
upswing. “As Negroes saw wages skyrocket in plants holding large defense contracts and as
they saw no change in the rigid anti-Negro policy in industry, they developed a program of
drastic action.”127 Previous to the decision to employ militant tactics, black leaders had met
with Roosevelt to protest discrimination in defense employment and in the military, and they
had felt he was with them, only to be disillusioned when a short time later he supported
segregation in the military: “the policy of the War Department is not to intermingle colored
and white enlisted personnel in the same regimental organizations.”128 Putting an end to
discrimination in the military had been a principal goal of their delegation.

A.Philip Randolph, president of the Brotherhood of Sleeping Car Porters, had been part of
the delegation to the Oval Office. He decided that such delegations were not going to get
them anywhere, and that it was time to take to the streets.129 Consequently, Randolph formed
the National March on Washington Committee and threatened to march on the capitol to
protest this discrimination. The idea caught fire, and Randolph was able to predict 100,000
marchers. Despite appeals to desist from allies like Eleanor Roosevelt and Mayor LaGuardia,
Randolph did not back down.130 A march of this magnitude in the capital would have been
disruptive of the defense build-up and national unity in a time of impending war, so
Roosevelt made concessions. The result of bargaining between FDR and black leaders was
Executive Order 8802, the Fair Employment Practices Commission (FEPC), which held that
there should be no discrimination based on race, creed, color, or national origins in the
employment of workers in defense industries. The March on Washington bargainers had
asked for much more: including ending discrimination in the civilian sector of the federal
government, rooting out discrimination and segregation in the armed forces, and denying
discriminatory unions the benefits of the Wagner Act. “A much reduced compromise” is how
Bernstein describes Executive Order 8802.131 It should be noted that an executive order does
not require the assent of Congress. Clearly, the FEPC did not abolish discrimination in
defense-related employment, but blacks made gains in defense industries as a result,
particularly in factories organized by CIO affiliates.132 This, of course, was not the end of the
story. The FEPC had little support from the Roosevelt Administration, but it was still the
general consensus of the civil rights organizations that “the experiences of black workers
during the war would have been quite different without it.”133

The successful use of black power in 1941 reverberated in a number of ways, such as
black pressure in CIO unions for a change in racist hiring practices, and it served to
encourage subsequent protest.134 Randolph went on to play a leading role in the civil rights
movement of the 1960s. Indeed, he initiated and planned another march on Washington that
did take place: the 1963 March on Washington for Jobs and Freedom.

Southern Tenant Farmers
Tenant farmers, severely disadvantaged to begin with, were made more so by New Deal
agricultural policies. (Tenant farmers is a general term for landless Southern farmers, the
most numerous and worst off of whom were sharecroppers.)135 In order to curtail production,
the federal government paid farmers for crop reduction. Since payments were based on equity
in crop production, landlords got a disproportionate share of the money. Furthermore,



landlords often pocketed sharecroppers’ payments, and when they complained, landlords
changed their status to wage-hands in order to disqualify them.136 Robert Leighninger points
out that landlords took the money, evicted tenants, and in some cases used it to buy farm
machinery, further reducing the need for tenants.137 “The New Deal was not to blame for the
social system it inherited, but New Deal policies made matters worse.”138

With the encouragement and support of outside resources, particularly Socialist Party
leader Norman Thomas and a small group of Arkansas socialists, the beleaguered white and
black tenant farmers banded together in 1934 to form the Southern Tenant Farmers Union.
(STFU).139 Here, as with the organization of the unemployed, outside resources were
necessary for a poor people’s movement.140 Immediately the STFU encountered fierce
opposition from planters and their allies, including violence and jailing of protesters and
prohibiting members to speak. Planters used their political and economic power against the
STFU, padlocking church doors and packing schoolhouses with bales of hay to deter union
rallies, and flogging sympathetic croppers.141 In a national radio broadcast, Thomas, who, on
one occasion, was prevented from speaking and escorted to the Arkansas border, described
the situation as a “reign of terror” directed against the Southern Tenant Farmers Union in
Arkansas.142 The heart of the protest was in Arkansas, the home state of Senate Majority
Leader Joseph Robinson who, like local landlords, smeared the union as Communist,
socialist, the work of outside agitators. Roosevelt, speaking in Arkansas, did not mention the
union or condemn violence directed against one of the STFU strikes.143

Thomas waged a relentless campaign to inform the public of these “Forgotten Men of the
New Deal,” taking his message to the highest government officials, including the president,
and gaining support from religious groups and civil rights organizations as well as the AFL,
which unanimously adopted a resolution condemning “the inhuman levels to which the
workers employed in the cotton plantations had been reduced” and calling for a federal
investigation of the condition of the workers.144 Groups that could not be accused of
radicalism corroborated the reports of Thomas and others, and a number of articles about the
hardships of the sharecroppers appeared in national magazines and Northern newspapers.145

The STFU’s most effective weapons were said to be agitation and publicity, not strikes or
collective bargaining, although it did mount some successful strikes.146

Early in 1935, when liberals within the Agricultural Adjustment Administration (AAA)
attempted to provide legal protection to the tenants, the AAA administrator demanded their
dismissal from the agency. Roosevelt was said to be sorry and to have the highest regard for
the liberals who were purged, but he made no attempt to save them.147 The President was
moved by the plight of the sharecroppers but nonetheless did not move on their behalf; as the
organ of the STFU put it, “Too often he has talked like a cropper and acted like a planter.”148

Protection of the tenant farmers ran up against the formidable opposition of Southern
congressional leaders. When Senator Wagner was urged to include agricultural workers in the
NLRA, he replied that they were excluded only because he thought it would be better to pass
the bill for the benefit of industrial workers than not to pass it at all.149

As the 1936 election drew closer, government officials made some concessions, probably
in response to the condemnation of the treatment of the tenant farmers by mainstream groups.
At the Democratic Convention, the STFU leader, H. L. Mitchell, won Majority Leader
Robinson’s consent to include platform planks protecting the sharecroppers’ civil liberties
and their right to organize.150 During the campaign of 1936, Roosevelt responded by urging
Senator Bankhead (D-Alabama) and Representative Marvin Jones (D-Texas) to formulate
plans for a federal program to reduce farm tenancy. Soon after his re-election, Roosevelt
appointed the President’s Committee on Farm Tenancy; its efforts laid the groundwork for



the Bankhead-Jones Farm Tenancy Act of 1937 and for establishment of the Farm Security
Administration (FSA). The STFU considered it a recognition of its power that Roosevelt
appointed one of its members to the Committee.151

The report recommended the establishment of a Farm Security Administration in the
Department of Agriculture to carry out a program of “land for tenants,” that is, federal loans
for the purchase of land. The STFU member of the Committee, W. L. Blackstone, dissented
from the majority proposal.152 What the administration recommended to Congress was
“cautious and conservative,” according to an historian of the movement; even so, Roosevelt’s
proposals were further scaled down by Congress.153 There were approximately 2.9 million
tenant farmers in the United States in 1935, and by the end of 1941, the Farm Security
Administration had given loans to only 20,748 tenants for the purchase of farms—less than
one percent. According to the FSA, it received about twenty applications for every loan it
made.154 Like so many other problems, some relief of the dreadful suffering of tenant farmers
and their families had to await the stimulus of World War II. A popular movement of very
poor people, aided by a determined and eloquent advocate and the mainstream support he
aroused, had achieved only token concessions from the New Deal.

The Elderly Become a Political Force
The elderly formed one of the most significant social movements of the decade of dissent. It
was widespread, mainstream, and American, and hence not vulnerable to attacks as radical or
“Red.” According to a plan of California doctor Francis E. Townsend, persons sixty years
and older would be eligible for a pension of $200 a month, providing they were unemployed
and spent it all during the month they received it. The plan would aid a group hit very hard by
the Depression, and, through its spending requisite, expand consumption and aid recovery. It
did not matter to the millions of elderly persons who joined Townsend that the numbers did
not work out. Nine percent of the U.S. population at the time, the elderly would be getting
benefits equal to 60 percent of national income.155 The plan would transfer to the aged
money otherwise spent by the general population, and the two percent “transfer tax” that was
intended to finance the benefits would only raise a sum sufficient for benefits of $60 rather
than $200 a month.156 Nonetheless, the plan was attractive to its beneficiaries, and the means
of selling it, devised by Townsend’s partner, real estate promoter Robert Clements, were
entrepreneurial and innovative for a social movement. The establishment of “Townsend
clubs,” especially in the West, provided companionship and recreation to elderly members
who joined, paid dues, and participated in advocacy, principally, in the early days, a massive
petition campaign. Dr. Townsend probably exaggerated the size of the movement and the
number of petitions in support of the plan, but his critics conceded there were at least ten
million signatures.157 Interestingly, the Townsend movement eclipsed the more conventional
organizations that had studied and advocated benefits for the elderly for a number of years.158

The Struggle for Old Age Security: Act One, 1934–1935
“Before his inauguration,” recalled Frances Perkins, “Roosevelt had agreed that we should
explore at once methods for setting up unemployment and old age insurance in the United
States.”159 As New York governor, FDR had publicly endorsed and promulgated
unemployment insurance but stated a distinct preference for old-age insurance over non-
contributory pensions for the elderly in a system of contributions beginning at an early



age.160

Prior to the Administration’s plan for social security, the Dill-Connery bill to establish a
federal-state program of old age benefits passed the House and would have passed the Senate
were it not that FDR withheld his support. The bill called for federal matching grants of one-
third of states’ expenditures for relief to the elderly. Thomas Eliot, who drafted the Social
Security Act, explained the administration’s delay: that recovery measures had priority at the
time, not long-term reform.161 Paul Douglas believes that the failure to act “helped … to
create the Townsend movement which arose in the summer of 1934.”162 What about this
suggestion—that the Townsend movement might not have arisen had the Dill-Connery bill
been enacted? On one hand, Townsend and his adherents were by no means pleased or
satisfied with the Social Security Act and might have reacted similarly to the Dill-Connery
Act, which promised no more than the Old Age Assistance program in the Social Security
Act. Nonetheless, Townsend and his lieutenants might have had a hard time mobilizing
millions of elderly people if Congress had already taken action on their behalf.

According to Frances Perkins, who headed the Administration’s Committee on Economic
Security (CES) that was planning the security legislation, the pressure of the Townsendites
and other radicals was tremendous:

One hardly realizes nowadays how strong was the sentiment in favor of the Townsend Plan and other exotic
schemes for giving the aged a weekly income. In some districts the Townsend Plan was the chief political issue,
and men supporting it were elected to Congress. The pressure from its advocates was intense. The President began
telling people he was in favor of adding old-age insurance clauses to the bill and putting it through as one
program.163

Roosevelt also told CES members, “Congress can’t stand the pressure of the Townsend Plan
unless we have a real old-age insurance system, nor can I face the country without having
devised … a solid plan which will give some assurance to old people of systematic assistance
upon retirement.”164 According to a historian of the movement, FDR “over-assessed
Townsend claims of popular support,” but, in any case, he “countered the political threat
inherent in the mushrooming pension movement by utilizing this public clamor for old-age
pensions to justify the enactment of a moderate social security program of his own.”165 In the
opinion of CES director Witte, FDR’s strategy of keeping the entire social security program
together was critical because of the various programs, only old-age assistance would have
gone through.166

It is important to point out the differences between what Townsendites advocated and the
provisions for the elderly in the Social Security Act. Townsendites wanted an equal or flat
benefit payable to all the elderly without a means test—a universal demogrant. Even the
combination of benefits for the elderly in the Social Security Act, Old Age Insurance and Old
Age Assistance, was much less comprehensive and generous.

The Lundeen and Townsendite movements, the one advocating more progressive
unemployment insurance than the New Dealers, and the other more expansive benefits to the
elderly, did not attempt to combine forces in 1935. Together they might have been
formidable, but they were far apart politically, and while the Lundeen plan was carefully
thought out, the first Townsend plan was considered “crackpot.” Later Dr. Townsend did join
forces with other dissidents, though not with leftists, in a failed third-party attempt in 1936.

What did the Townsendites get on the first round? Perhaps left to its own devices the
administration would have omitted pensions for the elderly, including only Old Age
Insurance, which Roosevelt preferred to pensions.167 The insurance program would have
afforded no current benefits to the elderly. That the SSA version of benefits, Old Age
Assistance, was somewhat more generous than Dill-Connery could be credited to Townsend



pressure. Instead of matching one-third of state benefits, the federal government would match
up to 50 percent of the first thirty dollars.168 It should be noted that many states were not
willing to grant enough funds to take advantage of the full benefit.169

The Struggle for Old Age Security Act Two, 1935–1939
The second act in advocacy for the elderly did not result in a universal demogrant for older
people or a generous pension, but it did achieve considerable improvement of Old Age
Insurance and a small change in Old Age Assistance. The Townsendites continued to fight
for better, more adequate benefits for the elderly. After some setbacks to Dr. Townsend and
the organization, the movement emerged stronger and was joined by other pension-promoting
groups. As one historian of the movement put it, prior to the elections to the Seventy-sixth
Congress in 1938, pension advocates were aided by a number of conditions: deficiencies in
coverage and benefits of the Social Security Act, dissatisfaction with the SSA’s payroll taxes
on the part of businessmen, and the recession of 1937–1938, which left more people in need
and the states less able to pay their shares of Old Age Assistance (OAA).170 One of the
movement’s strategies was to endorse congressional candidates who agreed to support their
plans for the elderly. Ninety Republicans with some commitment to the demands of the
elderly were elected in 1938. Harry Hopkins laid Republican victories in that election to the
pension issue: “Democratic Congressmen were pitched out and … Republican Congressmen
went in because they promised bigger and better old-age pensions.” The pension movement
could be credited with the prominence of the pension issue and the electoral advantage of
candidates who supported “bigger and better pensions.”171

How did the Roosevelt Administration respond to this successful move by a popular
movement? As Holtzman put it, “To conciliate the national demand for increased old-age
security, to head off the demands by radical pension lobbyists, and to cut the ground from
under the Republicans, the Democratic leadership undertook to liberalize its Social Security
Act.”172 Their proposals were based on a Senate Advisory Committee considerably and
adroitly influenced by the Social Security Commissioner, Arthur Altmeyer, with Roosevelt’s
encouragement.173 These efforts were in motion by the fall of 1937, well before the
Republican gains in the election of 1938. In putting forth the administration’s proposals for
liberalization, Roosevelt urged Congress to reject “untried and demonstrably unsound
panaceas,”174 a not very subtle jibe at the Townsendites. Not all the administration’s
proposals held sway, but Old Age Insurance was changed from a narrowly conceived annuity
for retired workers to a family program: benefits for workers’ dependent spouses and the
workers’ widows and dependent children. Moreover, payments to lower-wage workers were
increased, and the date at which payments began was moved up so that newly retired
claimants were receiving what amounted to a “pension-like” benefit to which they had
contributed very little. The amendments fell short of the administration’s proposals, primarily
the refusal of Congress to extend coverage to farm and domestic workers. The pension
advocates did not get what they wanted, but older people and their families got more. The
New Deal once again used the radical demands of a popular movement to gain approval of its
preferred, moderate reforms.

Levelers
While the unemployed and labor movements advocated for particular population groups,
other social movements, sometimes referred to as levelers, campaigned for a more egalitarian



distribution of income or wealth.175 The leaders of the two most prominent of these latter
movements, Senator Huey Long (D-Louisiana) and Father Charles E. Coughlin, were initially
for Roosevelt and the New Deal. “Roosevelt or Ruin” and “The New Deal Is Christ’s Deal”
were Coughlin’s slogans. Long favored Roosevelt’s nomination in 1932 and helped keep the
Mississippi delegation to the Democratic convention in his camp.176

By 1934, however, both Long and Coughlin were disappointed in the New Deal: Coughlin
because it was too close to the banks and did not do enough to spur inflation, Long because
its policies did not go to what he considered the heart of the matter, the grossly unequal
distribution of wealth. Both men, like Roosevelt, were excellent orators and used the radio to
attract followers. Coughlin had the largest regular radio audience in the world.177 A Catholic
priest, born outside the United States (Ontario), he was not a potential rival for the
presidency, but Long was. Among the dissenters, “Long was the shrewdest operator and the
most thoroughly professional politician. He had brains, money, ambition, extravagant
oratorical skill, a gift for political theater.… He was the radical most likely to succeed.”178 In
the Senate, Long was not alone in his dissent. Despite his outrageous behavior, he was “liked
and even admired” by senators who were increasingly alienated from both major parties. A
Southerner, Long voted often with such Midwestern or Western Progressives as William
Borah, Lynn Frazier, Robert La Follette, Jr., George Norris, Gerald Nye, and Burton
Wheeler.179

Early in the second year of the New Deal, Long invited his radio audience to join his
Share Our Wealth Society (SOW), a nationwide system of local clubs. Share Our Wealth was
a plan whereby the rich would be taxed highly in order to provide an income guarantee for
everyone. The guarantee of two to three thousand dollars annually was enticing, particularly
in view of the fact that half the nation’s families earned less than $1,250, the amount
considered necessary for a minimal standard of living.180 The numbers, however, did not add
up. The taxes on the rich would not yield enough for the guarantee, and Long acknowledged
it, saying “when they figure that out, I’ll have something new for them.”181 Nonetheless, as
historian Alan Brinkley points out, Long, in focusing on the distribution of wealth, was
addressing “an issue of genuine importance” and a major cause of the Depression.182

Both Long and Coughlin founded organizations. Early in 1935, Reverend Gerald L. K.
Smith, the skilled, tireless organizer of the Share Our Wealth clubs, claimed he was enlisting
20,000 recruits a day and that the organization had passed the five-million mark in
membership. “No one could either verify or dispute his claim, but few could disagree with his
statement that ‘The popular appeal of our movement can’t be discounted.…’”183 Coughlin
also established an organization, the National Union for Social Justice, which stood for
monetary reform, nationalization of key industries and protection of the rights of labor.184

“Social justice” was to substitute for capitalism in a political order “strikingly similar to that
of Italian corporatism.”185

Brinkley writes that in the spring of 1935, when Congress was debating the Social
Security Act, the Share Our Wealth clubs and Coughlin’s National Union for Social Justice
appeared to be “vibrant growing movements with almost limitless political potential.” Yet
Brinkley concludes that “they were far from the kind of coherent, centralized organizations
that could easily be transformed into an effective third party.”186 Nor were their
predominantly middle and lower-middle class constituents—people with something to lose—
the stuff of revolutions. In fact, both movements included people unwilling to desert the New
Deal, and the more Coughlin, for example, criticized Roosevelt, the more support he lost.187

Whether they could be designated “movements” is also questionable, for “there was nothing
for members of either organization to do, if they obeyed their leaders, besides write letters to



the President and listen to the radio.”188 Interestingly, Brinkley identifies a problematic effect
of the movements’ organizing strategies. While the radio gave Long and Coughlin immediate
access to millions of people, earlier populists who lacked such mass media were obliged to
engage in vigorous grass-roots organizing. This, in turn, gave their followers “a strong sense
of connection with dissident politics” and a more active engagement with the organizations
than the relatively passive act of listening to the radio.189 (The heavy dependence on the
Internet as the medium for organizing protest today would seem to pose an even greater
challenge to the creation of a vital social movement.)

Even if a third party or powerful social movement was not likely to emerge from the
actions of these dissidents, Long was a serious political threat. He boasted of a “Share the
Wealth” ticket in 1936. His strategy was to be a spoiler in 1936 by throwing the election to a
Republican, and by 1940, the nation’s plight would be so desperate that voters would be
ready for him.190 Wary of Long, even when he had helped him to secure the nomination,
Roosevelt told Brain Truster Rexford Tugwell that Huey Long was “the second most
dangerous man in this country.”191 In response to Long’s strident criticism, Roosevelt
blocked federal patronage to the Long machine in Louisiana and ordered an Internal Revenue
Service investigation of Long and his political associates.192 Roosevelt vacillated more with
Coughlin, who was initially less strident than Long, but he nonetheless cut off relations with
the radio priest by mid-1934, and was also responsible for investigating his finances and
checking his citizenship, as well as trying to get the Roman Catholic Church to silence
him.193 Both Long and Coughlin were flawed as leaders, the former by his dictatorial rule in
Lousiana and the latter by pro-fascism and anti-Semitism later in his career.

A “scientific” poll taken by Democratic Party leaders in the spring of 1935 found that
Long, particularly if he enjoyed the support of Coughlin and other dissenters, could hold the
balance of power in the 1936 presidential election, perhaps throwing victory to the
Republicans.194 In response to this threat, Roosevelt tried co-optation—in addition to the
deprivation and opposition already invoked against Long. In the summer of 1935, partly to
“steal Huey’s thunder,” FDR proposed a tax on undistributed profits, stepped-up inheritance
taxes, and increased levies on the very wealthy.195 It is not clear how much Roosevelt wanted
this Wealth Tax Act to be enacted in that particular session of Congress.196 In any case,
Congress eliminated the inheritance tax and reduced the graduated corporation income tax to
“no more than symbolic importance.” Actually, it would not have changed the distribution of
wealth significantly nor done much to raise revenues.197 Long initially said “Amen,” but
several days later inserted into the Congressional Record a letter challenging Roosevelt to
support his whole Share Our Wealth Plan.198 To what extent this did steal Long’s thunder is
an unanswerable question because of Long’s assassination a few months later, but in the time
between the proposal of the Wealth Tax Act and his death, Long’s personal and
organizational strength was growing.199 It is not clear how much further Roosevelt would
have gone to steal Long’s thunder, but had Long lived, he might have forced Roosevelt to
move further to the left and do more to redistribute income than the gestural Wealth Tax Act.
The encounter with Long shows that where a challenger posed a threat, not only to his
policies, but to his presidency, it would take more than simply ignoring the dissent, depriving
him of privileges that were at the disposal of the president, or attacking him.

Without Long, the opposition to the New Deal was greatly weakened. Roosevelt had
predicted that “when it comes to show-down these fellows [the various dissident groups]
cannot all lie in the same bed.”200 The Union Party, which mounted a third-party challenge to
Roosevelt in 1936, was a complete misnomer for very incompatible, rivalrous bedfellows:
principally Father Coughlin, Dr. Francis Townsend, and Long’s successor, the Rev. Howard
L. K. Smith. “Since all three men were prima donnas, a compromise candidate was



needed.”201 With that standard bearer—Representative William Lemke of North Dakota—the
Union Party went down to resounding defeat, taking less than two percent of the popular vote
away from Roosevelt and the New Deal.202

Conclusion: The New Deal and Popular Movements
New Deal responses to popular movements varied from movement to movement and from
time to time. Take the relationship between the New Deal and organized labor, a movement
with which it was thought to be allied. The New Deal encouraged unionization through its
National Recovery Administration. When Section 7(a) of the NRA proved unenforceable in
the face of capital’s resistance, labor rights were strengthened very considerably by the
National Labor Relations Act, the work of Senator Robert Wagner that Roosevelt supported
tardily (and perhaps reluctantly as well). Capital continued to defy the law, and rank and file
labor resorted to sit-downs that clearly infringed on property rights. Nonetheless, Roosevelt
refused to condemn the Flint sit-down strikes, consistently opposed the use of force to
suppress popular protest, and supported Governor Frank Murphy in his successful avoidance
of violence. The New Deal stance at Flint was pro-labor as well as reciprocation for
Progressive labor leaders’ vigorous support and participation in Roosevelt’s 1936 campaign
for reelection. However, only a few months later, during labor’s drive to unionize Little Steel,
FDR condemned labor and capital equally, evidently thinking that that was the view of the
public. The New Deal needed working-class votes, but organized labor still represented a
minority of the working-class, many of whom may well have condemned militant union
tactics. State support, a critical contributor to the gains labor made, was abating by the end of
the decade, particularly in the Supreme Court and Congress, and the Executive branch was
either unwilling or unable to do much to protect labor’s gains.

New Deal enactments were more moderate than popular movement demands for
unemployment insurance and benefits for the elderly. Title III of the Social Security Act
established a federal-state program for unemployment compensation that was consistent in its
general framework with the preferences of such New Dealers as Roosevelt and Perkins:
although Perkins was deeply disappointed in the restrictions on coverage imposed by
Treasury Secretary Morgenthau and Congress. Given his druthers and without the Townsend
pressure, Roosevelt would have avoided pensions for the elderly, but Title I, Grants to States
for Old-Age Assistance, fell far short of Townsend demands. Old Age Insurance, initially a
very limited program for retired workers, underwent structural change as a result of the 1939
amendments. The amendments were close to administration proposals and made possible by
congressional representatives of both parties whose pledges to support the pension movement
could be fulfilled by voting for the more moderate administration proposals. The overall
pattern with respect to social welfare is that the social movements served the purpose of
moderate New Deal reform.

Did the movements ever succeed in moving the New Deal farther than it wanted to go? Its
support of the National Labor Relations Act was partly a response to labor militancy but at
the same time was initially opposed by the Communist Party. Whereas the NLRA did
guarantee an important right to labor, albeit one that was weakened even before the end of the
1930s, this was not the case with Roosevelt’s response to a political rival, one who could
have threatened the very existence of the New Deal. Redistribution of wealth was not a New
Deal policy. Roosevelt’s proposed Wealth Tax Act was co-optative, an attempt to “steal
Huey’s thunder.” FDR did not seem to care whether Congress passed the Wealth Tax Act,
nor did he rail against it for weakening his proposals. Nonetheless, the opinion of an
unidentified Democratic senator suggests that Huey Long in particular, and movements in



general, had pushed the New Deal further left: “We are obliged to propose and accept many
things in the New Deal that otherwise we would not because we must prevent a union of
discontent around him; the President is the only hope of liberals and conservatives: if his
program is restricted, the answer may be Huey Long.”203 On the other hand, historian Robert
McElvaine points out that in most of the 1934 elections in which plausible candidates to the
left of Roosevelt appeared, they won. From these results he infers:

This was a firm indication of the direction in which many Americans, particularly those on whom Roosevelt’s
political future depended, wanted to move. The votes for these candidates were not anti-Roosevelt votes—at least
not yet. But the possibilities that such voters would turn against the President if he did not produce more
constructive change was a real one.204

Despite the blatant oppression of Southern tenant farmers, the Roosevelt administration
initially turned a deaf ear to reports of their suffering and of the “reign of terror” that greeted
the movement that arose to fight for sharecroppers’ rights. Roosevelt was apparently
sympathetic but trapped by the Southerners on whom the New Deal depended for enactment
of its programs. Some support for the tenant farmers was expressed during the 1936 election
campaign. However, the results were limited, bordering on token support for this very
oppressed group.

The New Deal did occasionally bow to the pressure of the Workers Alliance of America, a
more moderate successor to the unemployed movement and friendlier to the Roosevelt
administration than its predecessor. Whereas the Roosevelt Administration withstood protest
against the decision to shut down the CWA in 1934, it did accede to WAA protest over
announced, severe cutbacks of the WPA in 1937. This was perhaps because it valued the
program and needed WAA support to balance anti-WPA forces. The New Deal also gave into
threatened black protest over discrimination in the defense industry that would perhaps have
been disruptive of preparations for war and that could be achieved through an order without
the assent of Southern legislators.

Crisis can be a fertile ground for social movements, and the economic collapse of 1929
and its aftermath, coupled with a paucity of public policies to cope with it, contributed to
widespread protest by a number of deeply distressed populations. A welfare state that has
often been considered “reluctant” or a laggard by international standards may nonetheless be
one reason for the relative lack of popular protest in the early stages of the Great Recession.
The outside resources, particularly parties of the left, that were important ingredients in
protest movements of the poor during the 1930s were conspicuous in their absence during the
nation’s second great economic crisis and another reason for limited social protest.

The popular movements of the 1930s were relatively large and characterized by great
commitment, courage, and skill. They were diverse in class, race, political persuasion, and
demands, and they peaked at different times during the decade. Given this diversity, they
were seldom allied in their protest, and this may be one reason why their contributions to
permanent reform were relatively modest. Perhaps, it is an axiom of social protest that a great
deal of effort often yields only a modicum of social change. Still, one might have expected
more far-reaching change from economic crisis and the burst of social action to which it gave
rise. Part of the answer lies in the New Deal itself and in the political skill and persuasion of
Franklin Roosevelt, as well as his administration’s dependence on a Congress led by
Southern legislators. The moderate policies with which the “slightly-left-of-center” Roosevelt
was most comfortable were aided by the movements, and, along with co-optation and some
token benefits, were sufficient to restore social order and bring the New Deal victories at the
polls.
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Labor Militance and the New Deal

Some Lessons for Today

RICHARD MCINTYRE

Only seven percent of private-sector workers in the United States currently belong to unions.
While the public-sector rate is over one third, public-sector unionization is under attack in a
number of traditionally union friendly states such as Wisconsin, Michigan, and Ohio. For
fifty years, even when the Democrats have controlled the presidency and both houses of
Congress, organized labor has been unable to win any federal legislation that would spur
union growth or increase what little political and economic leverage it still has.

Unionization rates have also declined in most of the rich countries, but the United States is
an exceptional case. Decline started earlier in the United States, beginning in the late 1950s,
and has been more severe. Perhaps the most relevant comparison is Canada, which had a
similar unionization rate in the 1950s and 1960s and then saw unionization increase in the
1970s and 1980s, declining slightly thereafter. Canada’s overall rate is now 30 percent
compared to 11 percent in the United States.1 Unionization in most European countries is
significantly higher, and it is no accident that organized labor there has been much more
successful in countering the agenda of organized capital.

Unions now have little impact on wages or working conditions for most Americans. This
has not always been the case. Indeed, in the 1930s and 1940s, labor was a militant force for
social change, and this militancy helped create key social protections such as the forty-hour
working week, the minimum wage, unemployment insurance, old age insurance, and the right
to unionize itself.

How did such a powerful force three-quarters of a century ago become the weak and
divided entity that U.S. organized labor is today? There is no single explanation for labor’s
decline; in fact, there are nearly as many explanations as there are scholars who have studied
the question: bad leaders, excessive bureaucracy, exogenous economic forces, shifts in the
composition of the labor force, cultural shifts, excessive wage premiums, employer
resistance, presidential and congressional opposition, and the nature of the American legal
system are just a few of the explanations given for the exceptional decline of the American



labor movement.2

Answering this question has become more urgent since the financial crisis of 2008 and the
resulting “Great Recession.” Many Progressives see this as a crisis of the free market
capitalist or “neoliberal” model that displaced the “New Deal” model around 1980, and they
now hope for a return to a more regulated capitalism. But this nostalgia for the New Deal
model is generally not for the working-class solidarity and power that produced it but for the
economic gains made under the New Deal by the (especially white, male) working class.

These gains are often imagined to be the product of a “limited post-war capital-labor
accord” in which capital accepted organized labor’s right to exist and labor accepted capital’s
right to rule the work place.3 Yet a careful accounting of historical scholarship since the
1980s shows the idea of a truce between labor and capital to be inaccurate and misleading:
inaccurate because it creates an image of a golden age that never was, and misleading in that
it suggests a politics of social cooperation that has no material basis.4 Capitalists as a class
never accepted anything resembling such an accord, nor is there any indication that support
for progressive reform would be forthcoming today in the absence of a serious mass
movement for radical social change.

Rather than an accord, the labor relations system in the United States in the New Deal era
(ending roughly in 1980) is better understood as the product of the radical labor upsurge in
the 1930s that was then shaped and limited by wartime government and capitalist
counterinsurgency. The “New Deal system” that resulted was more a product of labor’s
defeat than of any truce in the class struggle. This system was institutionalized in workers’
right to organize and bargain collectively by both craft and industry as guaranteed by the
National Labor Relations Act (1935), known as the Wagner Act; limits on workers’ ability to
challenge incumbent union representation based on National Labor Relations Board cases
(1940s), so that the law came to protect unions more than workers; and elimination of the
radical cadre of union organizers through both Red-baiting, which began in the late 1930s,
and continued with the loyalty clause of the Taft-Hartley Act (1947).

In other words, by the early 1950s when labor reached its peak coverage of about a third
of the workforce, unions had achieved government protection against employer attacks and
against the most radical elements of the working class. This did allow unions to achieve
economic gains for their members through collective bargaining and strike activity, but it also
made them vulnerable to a change in government policy and cut them off from their most
dynamic organizers and leaders. When that change occurred in the late 1970s and early
1980s, what had been a long slow decline turned into a rout.

Three Labor Relations Systems
There are three distinct periods in the story of American labor relations since the Civil War:
the formative pre–Great Depression era (1870s–1920s), the New Deal era (1930s to about
1980), and the era of conservative hegemony since the late 1970s. In the late nineteenth
century, the United States had the world’s largest market and largest capitalist establishments
(i.e., very big employers with tens of thousands of employees), with no parallel at the time in
Western Europe and Japan. In this period, the American state played less of a role in
industrialization than did those in continental Western Europe and Japan. Comparatively
speaking, capital had an extreme anti-statist ideology. Social Darwinism and a fierce defense
of managerial prerogative became deeply ingrained, and employers became used to a
unilateral way of operating, free of government influence (though with government assistance
for infrastructure). Although labor struggles during this period were fought with an intensity



that frequently erupted into open warfare, labor was mostly ineffective in challenging
management prerogative. Ultimately, unionism was largely confined to residual groups of
highly skilled trades, and radical attempts at mass unionization of industry, such as the
“Wobblies” (International Workers of the World), were repeatedly crushed. Large and small
employers alike could count on courts stocked by right wing judges to fiercely defend any
and all prerogatives.

Finally, unlike European economies, U.S. manufacturers did not develop effective
employer associations or cartels, and with unionization fragmented along regional and
occupational lines, wages were not taken “out of competition,” creating a strong incentive for
employers to crush unions that would make them uncompetitive. In the early twentieth
century, European capitalist classes generally faced more prominent left parties than in the
United States and sometimes found collective bargaining a useful route to working-class co-
optation and thus a reasonable class strategy. They were also more likely to curtail radical or
socialist tendencies through various social welfare measures. Prior to the 1930s, the
American left and labor movements did not gain the kind of traction that would have made a
strategic acceptance of collective bargaining possible, much less likely.5

American employer hostility was both a cause and effect of early defeats of the U.S. labor
movement. These defeats—uniquely violent and large in scale—helped produce a very
careful and largely non-radical labor movement.6

The labor movement’s weakness in the wake of these violent defeats had a self-
reinforcing quality. For instance, because wages were never effectively taken out of
competition on the national level, individual employers had a greater incentive to vigorously
and violently repress organizing initiatives that would raise labor costs for them but not for
their competitors. Without a traditional aristocracy that put a premium on social stability, the
U.S. labor movement and its allies had few opportunities to make alliances over the heads of
the bourgeoisie, as was possible in some European countries. For example, the limitation of
the working day in England would not have been possible without the support of the landed
aristocracy. Such alliances were less possible in the United States where no such aristocracy
existed.7 By the 1920s well-organized, large, and independent U.S. corporations faced a weak
labor movement. Economic policy and company and industry-level industrial relations were,
at that time, distinctly employer-dominated.

Accompanied by vast and militant social movements, the economic and political crisis of
the Great Depression dislodged capital from its unilateral power position, partly because of
the perception that capital was responsible for the Depression. At first the Roosevelt
Administration sought to stabilize economic conditions through the promotion of economic
planning and the funding of conventional public works—both authorized by the National
Industrial Recovery Act (NIRA)—and by engaging in a halting effort to reform the delivery
of public relief to the unemployed through both direct relief and government job creation, a
process that culminated in the establishment of the Works Progress Administration (WPA) in
1935. This “First New Deal” of 1933–1934 dealt with economic survival in a variety of
industries, including banking, agriculture, railroads, and manufacturing. The first New Deal
created a legal basis for union organizing under Section 7(a) of the National Industrial
Recovery Act. Though the legality of that Act was immediately and successfully challenged,
new unions based on industry (coal, steel, autos) rather than craft (pipefitters, carpenters, etc.)
began to organize unskilled and semi-skilled workers. These workers and their militant
leaders were critical to the electoral landslide for the Democrats in 1934 at a time when
American capital was discredited and politically weak.

That landslide, and continuing agitation by labor radicals, produced an unprecedented
three-year window (1935–1937) when the “second New Deal” could be launched. This



second New Deal dealt with general economic security through the National Labor Relations
(Wagner) Act, the Social Security Act, the Farm Security Administration, the Housing
(Wagner-Steagall) Act of 1937, and the Fair Labor Standards Act, which regulated working
hours and minimum wages.

Social Security, the right to organize and bargain collectively with employers, and the rise
of the Congress of Industrial Organizations (CIO)—the industrial alternative to the craft-
based American Federation of Labor—all occurred in a period of unusual weakness for
employer interests. These developments will be analyzed in detail in the next section. The
key issue here is that the second New Deal did not become the basis for the “New Deal
system.” Rather, the “second ND” was modified dramatically by changes in government
policy and capitalist organizing.8

Recent scholarship has identified a third New Deal, from 1938–1945.9 The economic
downturn of 1937–1938, rising conflict between the AFL and the CIO, and Republican
electoral victories in 1938, which left Democrats in control of Congress but ended the
progressive majority, led to this third phase. A coalition of Republicans and Southern
Democrats was able to curtail direct relief programs. The need for big business assistance in
the war effort helped to rehabilitate big capitalists, so that industrial stability, rather than
economic democracy, came to be the priority in labor relations.

By the New Deal “system,” I mean this last set of conditions. It was modified in important
ways by National Labor Relations Board decisions in the 1940s and the Taft-Hartley Act of
1947, but its basic outlines were clear by the beginning of World War II. Collective
bargaining was embedded as a right administered by the state for the promotion of industrial
and social stability. Union officials in pursuit of the same goal were generally protected from
being challenged by their own members. Taft-Hartley, which was passed in the wake of the
postwar strikes and rising anti-Communist hysteria, officially eliminated the influence of the
labor left, but this influence had already been tightly contained as labor purged the most
class-conscious of its own members.

The Influence of Radical Labor Action on New Deal
Legislation

In discussing the role of the radical labor movement during the New Deal, two issues are of
importance: the influence of radical labor action on New Deal legislation, and the impact of
radical labor leadership on class struggle in the workplace. With regard to the first issue, I
will focus on the National Labor Relations (Wagner) Act, which gave most private-sector
workers the right to organize and bargain collectively and to strike. By “radical” labor I mean
trade unions controlled by or generally supportive of the positions of the U.S. Communist
Party, by far the most important group on the left at that time.

There have been three general explanations of the major laws passed during the second
New Deal, especially the Wagner and Social Security Acts. One, associated with William
Domhoff, emphasizes corporate élite involvement in writing those laws. This position is
difficult to reconcile with the historical record on the National Labor Relations Act, as
virtually all organized capitalist groups opposed the Act. The “state autonomy” theory of
Theda Skocpol explains that state actors, strengthened by their experience with the National
Industrial Recovery Act and the election results of 1934, were responsible for passing
Wagner, but Skocpol and her co-authors provide little documentary or statistical evidence.
The “social movement” theories of Michael Goldfield and Frances Fox Piven and Richard
Cloward emphasize popular unrest due to general strikes and other actions led by radicals in



the labor movement, but they do not establish a direct link between radical labor actions and
legislation.10

An interesting study by Peter Philips resolves some of these problems.11 Using oral
history, legislative hearings, and analysis of interlocking membership in élite social clubs,
Phillips makes a direct link between the remarkable social unrest of 1934 and the formation
of the Liberty League, “the pivotal point for the splitting of the U.S. upper class.”12 Liberty
League members were drawn from boards of directors of some of the largest corporations in
the United States and saw the New Deal as nothing but socialism under another guise. These
business conservatives took direct action to fight New Deal legislation, but they were largely
ineffectual in the short run. However, the ties built between various business groups in the
fight against the New Deal were to bear fruit in a coordinated ideological mobilization to
promote a free-market vision of the economy and a union-free workplace after World War II.

Although labor unions had little role in writing the Wagner Act, radical trade union
activity inside and outside the workplace created the context in which the Act became
possible. A crucial aspect of the social unrest of this period is the link between the new
industrial unions and broader social movements, especially the Communist Party (CP) but
also movements of the unemployed, black workers, and single-issue groups and political
parties, such as the Farmer-Labor party in Minnesota, the Progressive Party in Wisconsin,
New York’s American Labor party, and groups like California’s EPIC, Huey Long’s Share
the Wealth, and the Townsend movement.13 General strikes in Toledo (May 1934),
Minneapolis (May–August 1934), and San Francisco (July 1934), as well as a huge strike in
the textile industry in the same year, created an atmosphere of panic among business élites in
1934–1935, and confusion over how to deal with this. The conservative wing, represented by
the newly formed Liberty League, advocated violent repression. They had been fine with
much of the National Industrial Recovery Act, which allowed business coordination of
industry, but they wanted minimal regulation and balanced budgets, and they resisted Section
7(a) Giving workers the right to organize and bargain collectively was anathema to big
business in general; but in this unique period of capitalist class confusion and disorganization,
civil unrest led to a critical division within the ruling class. The increasing radicalization of
the labor movement in the context of a general social uprising gave corporate liberals and
Southern Democrats in Congress a sense that something needed to be done. The Wagner Act,
which drew on a series of national and state level precedents and which was opposed by the
Communist Party, was near at hand. The Act was meant to provide most private-sector
employees rights to freedom of association and collective bargaining and to create a National
Labor Relations Board to organize elections and to adjudicate disputes.

In 1934, Wagner had introduced a labor law bill similar to the 1935 Act, but the bill
failed. Although communism and radical action had been mentioned in the 1934 hearings on
that bill, it had not frightened legislators sufficiently. Roosevelt did not support it, nor did he
support the 1935 bill until the very end of the legislative process. By 1935, however, there
was “a qualitatively stronger concern [among members of the political class] about
communism and radical insurgencies.”14 During the hearings, for example, Lloyd Garrison,
dean of the University of Wisconsin Law School, said, “I regard organized labor as our chief
bulwark against communism and other revolutionary movements.”15 That the Communist
Party opposed the Act made it easier for its proponents to sell it as both pro-worker and anti-
Communist. The 1935 version passed without a roll call in the House and by 68–12 in the
Senate. Most Republicans and most Southern Democrats supported it. Phillips argues that
voting for the Wagner Act allowed Representatives and Senators to appeal to working people
while at the same time taking on the mantle of anti-communism, as the bill was seen as
creating the conditions for restoring labor peace. Democrats, who increasingly counted on the



labor vote, hoped to gain a return to economic normalcy by constraining strikes through
collective bargaining.16 Democratic politicians were looking to secure labor support without
grossly exceeding the bounds of what was acceptable to capital.17

The congressional election of 1934, which added a veto-proof Democratic majority in the
Senate to existing Democratic dominance in the House of Representatives, “was in good part
the result of the activities of broad social movements among the urban unemployed, farmers,
Afro-Americans, and others, and of the 1934 labor upsurge.”18 The Communist Party
opposed Wagner because it limited minority unionism by granting exclusive bargaining
rights and involved employers in dues collection. Furthermore, the Communists feared
government-controlled unions would result in loss of the right to strike. However, the CP had
moved to a Popular Front strategy and was strongly supportive of the National Labor
Relations Board by the time the act was declared constitutional by the Supreme Court (1937).
One could say this was typical of the Party’s unstable line, although one could also say that
the CP was right on both counts: as argued below, after 1940 the NLRA did narrow union
activities in a kind of repressive tolerance, even before the Taft-Hartley amendments. At the
same time it protected the right to strike more or less effectively until the 1980s. Moreover,
the first Board under the Wagner Act (up to 1940) was generally supportive of industrial
unions, where the Communists had their strongest presence.19

Southern planters’ support was critical to passing the Wagner Act and to the New Deal
coalition. Through their control of key committee chairs they were able to directly influence
the shape of New Deal legislation. Their initial support of Wagner and eventual defection
from the pro-labor coalition is an important and little-told part of this story. Unlike
conservative capitalists, Southern planters supported the regulation of production and state
income supports as long as these did not interfere with their control of black workers and the
low-wage Southern labor market. Sixty-eight percent of Southern senators supported the
Wagner Act. That this number was lower than Southern support for the Agricultural
Adjustment Act (AAA) or Social Security shows that labor policy was tricky for Southern
Democrats, even in 1935. Still this is equal to overall support for Wagner from the Northeast
where labor was strongest.20

All of these laws were tailored to the needs of the planters. The Wagner Act excluded
farm workers, just as AAA payments went directly to landowners, with no requirement they
be shared with tenants or sharecroppers. Old age and unemployment insurance similarly
excluded agricultural and domestic workers, and other Social Security (SSA) programs were
locally controlled. Southerners removed language from the original bill requiring state
benefits for the elderly to provide “reasonable subsistence compatible with decency and
benefits.” Southern legislators expressed concern that younger people might stay home from
the fields, living off their grandparents’ benefits.21

Still, it is not entirely clear why the planters did not simply block the SSA and Wagner.
Winders speculates that increased income in urban areas might raise demand for agricultural
goods and negate the impact of food price increases due to agricultural price supports,
encouraging urban Democrats to support AAA in return for Southern support of Wagner, but
he provides no evidence that this was true.22 It is also the case that the SSA meant a
permanent infusion of federal money for broke Southern states, but this cannot explain
Southern support for Wagner.

Winders argues that, while Southern planters’ support of the SSA and AAA was based on
shared economic interests with capitalists and farmers outside the South, their support for
Wagner was a calculated political move designed to secure the New Deal coalition and thus
became subject to change when the political winds shifted. And that is exactly what
happened, as I discuss below.



In sum, radical labor action in the context of general social upheaval and perceived crisis
led to a law that placed the federal government in the position of, according to the Wagner
Act’s preface, “encouraging the practice and procedure of collective bargaining … protecting
the exercise by workers of full freedom of association, self-organization, and designation of
representatives of their own choosing, for the purpose of negotiating the terms and conditions
of their employment or other mutual aid or protection.”23 While capitalists largely opposed
the Act, they were divided, and the Great Depression had weakened their influence. Wagner
was supported by Southern planters who were able to exclude domestic and agricultural
workers from the Act, shoring up the Democratic coalition while preserving the semi-feudal
relations of production in the South.24

The Impact of Radical Labor Leadership on Class Struggle in
the Workplace

The second aspect of radical labor action during the early New Deal period was the
effectiveness of radical unions in the workplace. Today it is generally forgotten that
Communists and their allies in the CIO created a vibrant and powerful radical left movement
in the 1930s and 1940s. Communists were influential at both the local and national level in
most of the CIO unions, with roughly 30 percent of CIO members either Communists or non-
Party members generally supportive of Party positions.25

Communist and Communist-allied unions were more likely to challenge capitalist
hegemony in the workplace and society in the 1930s and 1940s without sacrificing the
immediate bread and butter interests of their membership. Precisely why they were
successful, whether due to their approach to shop-floor organizing as a mission or calling,
their discipline, an ideology that gave them hope, or their long-term focus, is beyond our
scope here. But understanding their role is critical to achieving clarity on what the New Deal
can teach us in the twenty-first century.

Communist influence on labor radicalism was not a function of their numbers. Twenty-
five percent of New York City Teachers Union members were in the Communist Party, but
this was unusual. Communists were about only two percent of union membership in the
“Red” unions, though the percentages at the leadership level were much higher. Even in a
“mainstream” or “non-radical” union like the Steelworkers, roughly 30 percent of full-time
staff were Party members in the late 1930s. Moreover, many independent leftists were
dedicated union activists, and while they did not caucus with Party members, their positions
on key issues were similar.26

There are many critical comments to be made about radical unionism in the 1930s and
1940s; the point here is that despite these failures the Red and “semi-Red” unions effectively
challenged capitalist hegemony in the workplace, including on issues such as wages and
benefits, hours, and work rules.27 Most Party members and independent leftist union
members were effective trade unionists with a penchant for pursuing anti-capitalist goals in
written contracts, not simply ideologues.28

While pluralist and some Marxist theories of industrial relations traditions argue that
unions tend to incorporate the working class and thus stabilize capitalism, the history of these
unions shows that with leadership committed to anti-capitalist struggle, unions can and have
succeeded in encroaching on capital’s dictatorship in the workplace and in society.29

Whereas industrial relations scholars and labor historians have claimed that Communist
leadership made no difference to the results their unions achieved, quantitative research by



Stepan and Zeitlin and qualitative work on individual unions by Rosswurm tell a different
story. Looking at a sample of 236 collective bargaining agreements between 1937 and 1955,
Stepan and Zeitlin found that contracts negotiated by locals of Communist-led unions were
significantly more likely to limit management “rights,” reject strike prohibitions and long-
term contracts, and incorporate grievance procedures favorable to unions. They found this to
be true regardless of industry structure, and also found that the political orientation of union
leadership had no impact on bread and butter issues such as wages. Communist-led unions
opposed speedup and other methods of raising productivity on the ground that this increased
the rate of exploitation. Based on ethnographic data, Stepan and Zeitlin conclude that contract
provisions were mirrored by actual shop-floor practices.30

In the context of the social crisis of the 1930s, the growing weight of labor radicals in
general and Communist Party members in particular was critical to the early functioning of
the National Labor Relations Board. According to labor historian Melvin Dubofsky, “By the
time the NLRB was up and running, the policies of the CIO, the CPUSA, and the New Deal
as well were in harmony.”31 Things began to change after 1938 with the split between the
AFL and CIO, internal conflicts in the CIO over the issue of Communist influence, and
Roosevelt’s reshaping of the National Labor Relations Board in response to congressional
attack and red-baiting.

The older craft unions of the AFL were always leery of Wagner, as they saw collective
bargaining as a private matter between employers and unions. They saw unions themselves,
rather than the law, as determining who had the right to belong to a union. Now rights to
organize and bargain collectively had become individual civil rights created and enforced by
the state, with unions existing only as representatives of administratively determined groups
of workers. That the NLRB seemed to favor the CIO unions in disputes between the two
federations only increased the AFL’s conflict with the Board. Searching for allies, the AFL
embraced reactionary forces in and out of government. “The AFL leadership could sustain its
position only through a more explicit alliance with the elements outside the labor movement
—the Congressional conservatives and the employer groups—who were attacking the
Wagner Act itself.”32

In its early years (up to 1939), the National Labor Relations Board had been chiefly
concerned with workers’ self-organization and its own authority. By 1939, with war looming,
there was growing concern in the Roosevelt Administration about autonomous rank and file
activity (i.e., wildcat strikes). Roosevelt reconstituted the Board to placate his conservative
critics, with the result that stable collective bargaining became the only goal of federal labor
relations policy. By the early 1940s, workers’ right to associate in unions of their own
choosing was made subordinate to stability and order in business.33

After Germany attacked the Soviet Union, the Communist Party strongly supported the
war effort, and, in particular, the no-strike pledge. However, contracts negotiated during the
war were still more likely to be pro-labor in Communist than in non-Communist locals:
“wartime contracts won by the Communist-led unions were far less likely than those of their
rivals on the Right to cede management prerogatives, to sign away the right to strike, or to
have cumbersome grievance procedures.”34 Whatever the national Party line, Communists
and their allies in the trade unions sought to balance national unity with worker power at the
point of production.

Capital’s Ideological Offensive Against the New Deal
The creation of new workers’ rights, vast expansion of union density, and the rapid growth of



the state sparked an immediate response from many sectors of capital, beginning in the late
1930s. Employer hegemony was threatened in three ways—a loss of unilateral managerial
prerogative in all aspects of the employment relationship, economic security provided by the
state and not employers, and loss of the national narrative about American capitalism. These
threats initiated an “ideological jihad.”35 Both individual and collective capitalist activism
aimed to reverse all three losses.

First, employers fought to regain a measure of shop-floor control, weaken and undermine
collective bargaining, and resist efforts to expand unionization beyond its early post–World
War II high mark. There was a broad movement to create a non-union industrial relations
alternative that took root and rapidly expanded from the 1950s through the 1970s. These
developments have long been known to careful readers of postwar industrial relations’
history.36 I have already noted the shift in National Labor Relations Board policy from 1940,
with industrial stability taking precedence over workers’ self-activity. There is also strong
evidence from the late 1930s on for an ideological and political campaign waged to
reestablish capitalist hegemony. The two-fold goal of this movement was to label labor and
the state in general as Communist and a threat to American democracy and to promote these
ideas through a variety of channels.

Conservative ideologues and journalists and a growing number of American businessmen
worked to create a dense network of right wing institutes, a new political language and to
harness these new ideas in political campaigns. Spanning the late 1940s to the mid-1960s,
these ideological campaigns were organized around candidates, national anti-labor
legislation, and state right-to-work laws. Capitalist funding for employer-associated institutes
such as the Foundation for Economic Education and the American Enterprise Association
(precursor to the American Enterprise Institute) and right wing journals like the National
Review were part of this process, which had the dual mission of restoring laissez-faire and
rolling back Soviet-style Communism.37

The central signifier of this political and ideological effort was free enterprise. For the past
four decades, hundreds of thousands of business students have passed through the ranks of
“Students in Free Enterprise” (SIFE). This Wal-Mart-funded project first flourished in small
southern Christian business schools and has become a massive international organization
seeding extreme pro-business ideology in countless universities and colleges.38

Elizabeth Fones-Wolf’s Selling Free Enterprise (1995) details the 1940s’ origins of this
movement. In propaganda campaigns, waged in the employer-controlled workplace, in
communities, in the halls of state capitals, and in Congress, individual employers and their
associations (especially the National Association of Manufacturers and the Chamber of
Commerce) aimed squarely at changing societal understandings about labor and the state.
Union legitimacy was especially targeted. Says Fones-Wolf:

… unions, business leaders complained, had drenched the minds of workers in a “reckless propaganda of
distortion, deceit, and phoney [sic] economics.” … [B]usiness not only sought victory at the bargaining table and
in the halls of Congress but also sought to win the hearts and minds of American workers. To accomplish this task
… employers [sought] to send a message that business had solved the fundamental ethical and political problems
of industrial society, the basic, “harmony between the self-interest of our economic institutions and the social
interests of society.”39

These efforts dovetailed with the top-down creation of a conservative intellectual movement
to carry forward the fight against liberal (in the U.S. political sense) hegemony. Right wing
thinkers such as Friedrich Hayek and his circle in the Mont Pelerin Society attracted strong
business support, providing a language and analysis for this fight.40 Small-business owners
had reacted strongly to Roosevelt’s effort to pack the Supreme Court, and this reaction
promoted an alliance between large and small business. The older anti-monopoly stance of



organizations representing small business faded as it increasingly identified itself with the
interests of capital in general. This occurred as conservative economists were abandoning
their critique of monopoly power.41

Hayek’s uncompromising indictment of welfare as “The Road to Serfdom” was an instant
hit in this new business alliance. In 1945, Reader’s Digest published an abridged reprint of
his attack on burgeoning social democracy, which quickly reached a million households in
the United States. Right wing activists forged thick connections between the Mont Pelerin
Society and a broad network of conservative American intellectuals and businessmen in the
1950s.42 Early leaders in this movement, like Lemuel Boulware, the infamous labor relations
director of General Electric and a chief propagandist and organizer for the capitalist reaction,
made the extraordinary claim at the height of anti-Communist paranoia that unions and the
welfare state were far greater threats to American employers than the Soviet Union itself.43

As employers joined this ideological movement, they also operated directly to thwart the
spread of unionism. The defeat of the CIO’s postwar Operation Dixie campaign (1946–1953)
preserved the South as a political and economic bulwark against the New Deal and labor. At
the level of the firm, many large Northern/Midwestern capitalists moved immediately after
the Wagner Act to confront the emerging “New Deal industrial system” of unionized
collective bargaining by creating what Jacoby calls “vanguard welfare capitalism.”44

Corporations such as Thomson Products, Sears, Kodak, and IBM led the way in creating an
alternative to unionism based on “humane” management methods, company unions or works
councils, and modest benefits for long-term workers. While only a minority of American
corporations adopted the full package of welfare capitalism, the existence of an alternative
model provided a base from which to critique the New Deal system as unnecessary. The
discrediting of the New Deal industrial relations system was well underway by the 1940s.

Even where organized capital appeared to be accepting of social democracy, this
acceptance was tied to the restoration of employer hegemony in the workplace. Jennifer
Klein’s For All the Rights (2003) explains how American capital prevented the expansion of
the welfare state, particularly thwarting national health care. Insurance companies were key
early advocates and specialists in developing welfare capitalism in the 1910s and 1920s.
Insurance companies first persuaded, and then collaborated with, large corporations, using
private “welfare” policies to compete with unions and the state for employees’ loyalty. The
first step was an embrace of Social Security by insurance companies and some other
capitalists in 1936 and 1937. Key employer associations opposed efforts to repeal Social
Security, preferring instead to make peace with it while hemming it in. The approach was to
keep it as a basic “safety net” to be supplemented by additional “security” provided by
employer pensions. The next step in the early 1940s was to compete with emerging
community health models supported by unions. To do so, insurance companies successfully
promoted the idea of providing group health insurance benefits to employees. This costly
investment paid several dividends for employers in their struggle to regain hegemony over
employees. It bound employee’s loyalty to their “good employers,” and it also forestalled a
move towards national health insurance, which would have reduced employers’ control of
their employees, not to mention the blow to health insurance companies.

The Exclusion of the Radicals
The legal taming of labor radicalism began in the early 1940s. Both the National Labor
Relations Board and the courts narrowed allowable collective action. Though Roosevelt
Administration labor policy during the war had favored membership growth, it restricted



what labor could do, limiting the ability to strike and imposing a mandatory cooling-off
period before strikes could begin. Union leaders were increasingly concerned that
subordination of union power to the war effort was spreading apathy and resentment among
their members.45 While the Wagner Act had legalized collective bargaining, its interpretation
had also reduced workers’ potential for economic disruption.

Business leaders and their conservative allies, however, opposed even this narrow scope
of union power; that is, the government-labor-management tripartism that was key to the war
effort but that also legitimated organized labor, and the consequences of consolidated union
power at the ballot box. Anti-union campaigns from the 1940s to the present day have had the
dual goal of restoring capitalist hegemony in the workplace and at the polls.

With the Taft-Hartley Act in 1947, federal labor policy actively halted union growth. This
revision of the Wagner Act prohibited political solidarity and wildcat strikes, required union
officers to sign non-Communist affidavits, and allowed states to pass laws prohibiting union
shops. By then capital had repaired its rifts, and the coalition supporting Wagner had
frazzled. Senators from farm states both in and outside the South abandoned their support of
Wagner. The AFL-CIO split, and the growing salience of anti-Communism meant that it was
impossible to produce a united labor front. Labor’s leverage was also reduced because it had
become so firmly wedded to the Democratic Party, a party that did not return its love. While
President Truman vetoed Taft-Hartley, “only seventy-one House Democrats voted to sustain
the President’s veto while 106 voted to override it. In the Senate twenty Democrats voted to
override the veto, and twenty-two voted to sustain it.”46

Once agricultural workers were excluded, a majority of Southern senators supported the
Wagner Act. But they became increasingly wary of any labor legislation after the Southern
Tenant Farmers Union (STFU) began to organize tenants and sharecroppers in the South in
the mid-1930s. These tensions increased with the dramatic growth in union strength during
and immediately after the war. Between 1939 and 1953, union membership rose faster in the
South than in the rest of the country. War-time growth was followed by postwar organizing
drives by both the AFL and CIO, and while these largely failed, they were seen as a direct
attack on the Southern labor system, causing planters to join Northern capitalists in opposing
Wagner. Eighty-five percent of Southern senators supported Taft-Hartley, and by 1953, every
Southern state except Louisiana had passed a right-to-work law. Groups representing farmers
outside the South, such as the Farm Bureau, also supported Taft-Hartley because they saw
strikes and secondary boycotts as limiting their ability to get crops to market. The split
between labor and various kinds of farmers allowed capitalists to heal their divisions, and the
alliance of Southern Democrats and Northern Republicans was sealed by the results of the
1946 congressional election. This conservative shift was itself partly due to the strike wave of
1944–1946 and capitalists’ ability to organize against labor’s agenda for the postwar
recovery.47

From the depths of the Depression to the late 1940s, a progressive option had been on the
table in the United States involving national economic planning and shared corporate
governance. It was only at the end of the 1940s that progressive forces in the labor movement
were forced to accept “the pursuit of economic security through a private, depoliticized
system of collective bargaining” with a state that largely limited itself to pursuing high
consumption through monetary and fiscal policy only.48 Those who were fully included—
unionized workers and the expanding group of white collar workers—found a definition of
the good life in which leisure was superior to work, individual expression was valued over
social solidarity, and private family life over public civic life. The older language of workers’
control and payment for the “full fruits of our labor” gave way in the 1940s and 1950s to a
rhetoric of personal satisfaction for the semi-skilled operatives whose lot was improved by



the New Deal.
The system that emerged included decentralized and highly detailed collective bargaining

at the individual firm or plant level, minimal social welfare spending, and labor market
segmentation. The end game for a more radical labor strategy was between 1946 and 1948,
when business and conservative interests blocked labor’s attempt to create a social
democracy based on planning and social solidarity. “This forced retreat narrowed the political
appeal of labor-liberalism and contributed both to the demobilization and division of those
social forces which had long sustained it.”49 Of course, much of the labor movement had
never embraced a class vision of unionism. After 1948, labor as a whole developed an
interest-group politics based on growth and productivity gain sharing, and it was even this
narrow view of the good society that was lost, post-1980.

Labor’s ambitious postwar social agenda had included support for Roosevelt’s “Four
Freedoms” and his “Economic Bill of Rights,” a continuation of tripartite planning
mechanisms established during the war, full employment and national health insurance. This
had been prefigured by the CIO’s wartime tripartite governance plan, “an admixture of
Catholic social reformism and New Deal era faith in business-labor-government
cooperation.”50 Labor progressives in the 1940s assaulted traditional management power in
the name of economic efficiency and the public interest, usually through “tripartism,” the
notion that cooperation among unions, management, and government at the national level
was key to prosperity and social stability. In Europe, many right wing capitalists were
legitimately seen as having been collaborators or appeasers and thus were open to tripartism
as a way to rehabilitate themselves, but conservative American business leaders had
improved their social standing during the war and saw little need for the forms of labor–
management cooperation or worker voice that were developing in Germany, France, Italy,
and the Nordic states. Moreover, as the economy rebounded from the short but sharp 1945
recession, Keynesian economists began to think that the economy could be stabilized through
fiscal and monetary policy without a structural shift in the distribution of power.

One of labor’s key demands after the war was a reconversion wage increase to make up
for wartime inflation and to sustain aggregate demand. This had few supporters outside union
ranks. Still, the strike wave of 1945–1946 showed that labor radicalism was still alive.
General strikes in Oakland, Pittsburgh, and Rochester led to union victories, and smaller ones
in Lancaster, Stamford, and Akron constituted a national movement. The United Auto
Workers (UAW) demanded that General Motors raise wages by 30 percent without
increasing car prices or “open their books” to union inspection to show why this was not
possible. GM’s successful resistance to these demands indicated that progressive labor’s hope
of reshaping class relations in American society as a whole faced long odds. Instead, by the
early 1950s, the UAW worked for privatized welfare that succeeded in providing security for
employed autoworkers while giving up on national programs based on citizenship alone.

This wave of strikes, resulting in pay increases, and capitalists’ ability to raise prices
subsequently led directly to Republican victories in the congressional elections of 1946 and
the campaign for Taft-Hartley. That law, in addition to curbing inter-union solidarity,
eliminated the radical cadre and contained the labor movement demographically and
geographically. It “encouraged contractual parochialism and penalized any serious attempts
to project a class-wide political-economic strategy.”51 The elimination of the radicals
removed both an important source of activism promoting class solidarity and any class
analysis of the situation facing labor. Women, white-collar workers, and people of color were
over-represented in the expelled unions. Indeed, labor segmentation and consequent
narrowing of the basis for labor politics in the postwar era is at least partly traceable to the
expulsion of the radical unions.



The best estimate is that between 17 and 20 percent of CIO members were expelled from
the organization, or between 750,000 and 900,000 people.52 Most of these were people
working outside manufacturing, and they reflected the diversity of the working class more
fully than those unions that remained in the CIO. For instance, the United Office and
Professional Workers (UOPWA) had organized thousands of insurance agents and clerical
workers and had begun successful organization of New York banks and Wall Street.
Management certainly thought UOPWA was a threat, one indication being a flurry of articles
on declining worker morale and the dangers of unions which appeared in the trade press in
the mid-to-late 1940s.53 When these groups were expelled from the CIO, any hope for a
labor-based civil rights movement, a socialist labor federation, or a working-class political
party went with them.

Subsequent to the general strikes of 1945–1946, labor suffered a series of defeats whose
longer-term consequences were devastating. Operation Dixie, the attempt to organize the
South, was a total failure. A series of organizing drives had already been defeated in textile
factories in 1946. In the broader Dixie campaign, CIO leaders excluded Communists (even
before Taft-Hartley) and “fellow travelers” such as members of the Highlander Center.54 Two
of the most dynamic unions in the South, the Union of Mine, Mill and Smelter Workers and
the Food, Tobacco, Agricultural and Allied Workers, were heavily black and hospitable to
Communists. They were largely avoided by non-radical unions before Taft-Hartley and
systematically raided after. The New Deal’s agricultural policy would eventually
proletarianize millions of blacks and transform the Democratic Party, but in the short run it
mainly created a labor surplus. The early postwar labor policy did nothing to organize that
surplus labor, although conditions were ripe, given the organizing efforts of radical
multiracial unions during the Depression and the World War.55

In the North in the 1940s, mass unionization was central to the struggle for civil rights.
Although racist discrimination in hiring was still rampant, the rise of the industrial unions and
the existence of the National Labor Relations Board generated a class-based rights
consciousness. In fact, according to Korstand and Lichtenstein, “By the mid-1940s, civil
rights issues had reached a level of national political salience that they would not regain for
another fifteen years.”56 But the employer offensive of the late 1940s isolated left wing black
leaders and destroyed the Popular Front.

This management offensive was especially destructive of newly organized locals that had
especially large numbers of black members. The narrowing of the collective bargaining
agenda meant it was more difficult to develop a labor politics specific to black workers.
Remaining unions, race-based organizations, and liberal advocacy groups began to take a
legal/bureaucratic rather than an organizing approach to civil rights. In other words, rather
than seeking power in the workplace, they sought redress through law and the courts. “The
rise of anti-communism shattered the Popular Front coalition on civil rights, while the retreat
and containment of the union movement deprived black activists of the political and social
space necessary to carry on an independent struggle.”57 The working-class-based civil rights
movement of the 1940s had little impact on or participation in the movement that would arise
a generation later. That the later movement was based in the churches and student groups
rather than the unions may partly explain why it failed so completely to solve the difficult
economic problems faced by the great numbers of lower-income blacks. Martin Luther
King’s increased emphasis on economic and not just civil rights at the end of his life was an
attempt to address this, an attempt that failed in the wake of his death.

The closing scene in this tragedy might be Henry Wallace’s insurgent presidential
campaign in 1948. His program included friendlier relations with the Soviet Union and an
end to the emerging Cold War, ending segregation, with full voting rights for blacks, and



universal government-sponsored health insurance. The campaign foundered for a number of
reasons beyond our focus here, but also because it ran up against the two pillars of the
emerging Cold War consensus: barring Communists from labor organizations domestically
and the anti-Communist rhetoric of the Marshall Plan internationally. As Nelson Lichtenstein
has written, the failure to build an independent labor party may have been “over-determined”
by the peculiarities of American politics, Cold War ideology, the highly uneven geographical
development of union representation, ethnic and racial divisions of the working class, and
other factors, but the costs of that failure were very high.58 The South was preserved as a
union-free underdeveloped colony within the United States. Even in the North, unions rarely
played any role greater than junior partner in the Democratic coalition. They had no way to
exert systematic pressure on the party at either state or national level and no way to create a
union culture within the party. Along with the prosperity of the postwar era, this explains the
gradual demobilization and depoliticization of the working class, as its consciousness came to
be shaped by the vague populism of the Democrats or the narrow interests of their individual
unions.

The defeat of the Communists and their CIO allies eliminated the major barrier to the
management-friendly contracts that came to characterize the post–World War II period.
Writing in the early 1990s, Stepan and Zeitlin observed, “This defeat, not capitalism’s
cunning, accounts for the unions’ capitulation to management and for the unchallenged
hegemony of capital in the regnant political regime of production in the United States
today.”59 If capital was hegemonic in the early 1990s, how much more so today, with private-
sector unionization below 10 percent and worker rights jeopardized in supposed labor
strongholds like Wisconsin and Michigan?

The Communists were defeated, not because they were poor unionists, but because of the
overwhelming power of business conservatives and their allies, the willingness of non-
Communist trade unionists to sacrifice them for the survival of bread and butter unionism,
and their own tactical errors. After the expulsion of leftists, the CIO merged with the AFL,
attempts to organize the unorganized were abandoned for the most part, and the merged
federations failed to challenge the politics of capitalist hegemony on the shop floor or in the
state. We will never know how far a third, radical labor federation could have pushed an anti-
capitalist agenda in production, by limiting management “rights,” rejecting strike prohibitions
and long-term contracts, and pushing grievance procedures favorable to unions. The evidence
from the radical remnants—the United Electrical Workers and the International Longshore
and Warehouse Union—indicates there was a possibility for a vital, left-led organized
working class had the CIO not fragmented.

Despite the best efforts of United Auto Workers president Walter Reuther and others, the
expansion of the state in the sphere of domestic policy was also stopped in this period. Most
labor leaders initially rejected cost-of-living adjustments (COLAs) in collective bargaining
agreements as they sought a large increase in real living standards through a general
reconversion wage increase, and they wanted to avoid the down escalator when a period of
deflation developed, as it had in the 1930s. The UAW saw its immediate postwar contract
agreements as a holding action. Nonetheless, the 1950 “Treaty of Detroit,” which connected
wage increases to the rate of inflation and increases in productivity and established pension
and health insurance plans for GM workers became the archetypal union contract. Labor
agreements patterned on the GM contract accepted the existing income distribution, corporate
hegemony in the workplace, and privatized pensions and benefits. According to Fortune
magazine: “It is the first major union contract that explicitly accepts objective economic facts
—cost of living and productivity—as determining wages, thus throwing overboard all
theories of wages as determined by political power and of profits as ‘surplus value.”60 Cost-



of-living adjustments, private pensions and private health care, the security enjoyed by the
unionized working class, were part of the retreat from the earlier, progressive postwar
agenda.

The same forces of organized capital that had gutted the Full Employment Act of 1946
and promoted Taft-Hartley destroyed the attempt to raise the social wage. “Nothing more
clearly distinguishes the post-war political climate of the USA from that in Great Britain than
the almost unqualified refusal of its legislature to respond to proposals for social reform.”61

“Pattern bargaining,” by which wage and benefit conditions in union strongholds were
imagined to spread to other sectors, had “a remarkably anemic life. As a result, wage
disparities increased dramatically within the postwar working class.”62

One legacy of the immediate postwar period then was the erosion of working-class
solidarity. Workers felt doubly taxed: by union dues for their own pensions and health care
and by government for the minimal welfare provided to the poor.63 This perceived double
taxation lay at the root of working-class racism. Thus support for the New Deal welfare state
eroded even within the organized working class. Once universal health and full employment
programs were defeated, labor took care of the interests of its members through collective
bargaining and largely withdrew from the struggle over the structure of the political
economy. This had debilitating consequences, opening up the working class to conservative
cultural appeals and eliminating what might have been a dissonant voice in the celebration of
the “American way of life.”

The late Truman and Eisenhower years solidified the “commercial Keynesian” consensus
—capitalism worked just fine if government used fiscal and monetary policy to create
reasonable levels of employment and collective bargaining, and union threat effects made
sure that workers got “their share.” This settlement was contested by an increasingly
organized and influential right wing reaction but not by an active and organized left.

A new wave of social turmoil arose in the 1960s, but the possibility of its developing into
a drive for social democracy had largely been closed off by the nature of the defeat in the
1940s. The United States did not turn to the left at the end of the sixties, not because of some
timeless American antipathy to socialism, but because of the closing off of the social
democratic initiative in the 1940s; that is, the shutdown of the New Deal’s left wing and the
victory of the corporate crusade for the hearts and minds of workers through the campaign for
free enterprise, a campaign that accelerated in the 1960s and 1970s. In both the Kennedy and
Johnson years, economists committed to commercial Keynesianism became increasingly
influential and had no use for state involvement in capital and labor markets. Presidents John
F. Kennedy and Lyndon B. Johnson both went out of their way to pander to business
interests.64

The failure to transform the South through organizing meant that the Democrats’
commitment to civil rights and economic abundance for all—dragged out of the Kennedy
brothers by Martin Luther King, Jr., and pushed successfully by Johnson—required
extraordinary judicial action in the absence of the popular support that might have been
forthcoming from a unionized South. Of course, those extraordinary judicial actions were met
by violence. Great Society policymakers “imprisoned by the 1940s ideological framework
they inherited, lacked the necessary intellectual autonomy and clarity.”65

Lessons for Today
The incorporation of labor within a set of governing institutions in the “Third New Deal”
limited what it could accomplish and sowed the seeds of its decline. By positioning labor as



an interest group rather than a class and by eliminating labor’s left wing, the New Deal
system narrowed the path for radical change and made labor vulnerable to the politics of class
fragmentation pursued by the New Right.

The heightened ideological class struggle waged by capitalists and their allies in the 1970s
and 1980s led to the erosion of what union power remained and a gross increase in inequality
and exploitation. It is not surprising that progressives would be nostalgic for the days when
unions had a positive impact on wages and working conditions, but as we have seen, the
limited gains made in living standards and social solidarity associated with the New Deal
were powerfully driven by socialist and Communist forces in the labor movement. No one
starts a revolutionary organization to achieve reform; nonetheless, this was one effect of
labor-movement radicalism. Without a significant revolutionary presence in today’s working
class, contemporary calls for a “New, New Deal” are pure fantasy or wishful thinking. Even
if such a “New, New Deal” could be achieved, there is no reason to believe it could be
sustained without a program challenging capitalists’ control of the economic surplus and the
ideological apparatuses.

Is a militant labor movement even possible today? Globalization of production means that
in some industries (such as electronics, apparel, and footwear), taking wages out of
competition necessarily involves organizing across national boundaries and vast national
differences in wages. Yet the communications revolution associated with globalization also
means that we are aware of these differences as never before, and response to remote
suffering now occurs on an almost real-time basis. The exploitive policies of the most-
admired companies, such as Apple, are widely publicized.66 This seems to be affecting the
speed with which reform occurs. Compare, for instance, the nearly half century it took
between the initial establishment of factory regulation in England and the effective
enforcement of that regulation with the current speed of change in factory conditions in
China.67

The shift from manufacturing to services is also seen as a barrier to militant labor in that
services have traditionally been difficult to organize. Yet some of the most militant unions in
the United States today are in health care and hospitality services. The National Nurses
United made common cause with Occupy Wall Street to demand a “Robin Hood tax” to heal
America. Hotel workers, many of them first-generation immigrants, have organized corporate
campaigns that pressure large hotel chains by stimulating and utilizing grassroots energy.
Many of these immigrants come from cultural backgrounds in which solidarity and even
socialism are more powerful concepts than individual gain. These campaigns are based on
collaboration between grassroots, working-class leadership and progressive, college-trained
activists with roots in the student anti-sweatshop and immigrant-rights movements.68

There is no question that creating a new, militant movement of working people faces
daunting challenges. In addition to globalization and deindustrialization, there is the very real
possibility of a secular decline in labor demand due to technological change. Yet there are
reasons to be hopeful. Perhaps because of its weakness, segments of the American labor
movement are as innovative and dynamic as any in the developed world. Because women and
racial minorities form a disproportionate share of public-sector workers, increasing union
membership there has changed the American labor movement’s racial and gender
composition. For instance, women comprised only 19 percent of American union members in
the mid-1950s, but today nearly half of union members are women.69

The best survey data indicate that workers want unions more than ever and that union
members continue to enjoy superior compensation and more say over working conditions.70

Employer resistance is the most important reason why unions find it hard to grow. Where
employers do not resist, unions have success. In the public sector and in the case of some



private employers where workers have free choice to join a union, they are as likely as they
ever were to join. If workers knew they had a government committed to workplace
democracy, another union revival might be possible.

Union growth tends to come in spurts, when workers are willing to overthrow the rational
calculation of short-term self-interest for the joy of participating in a common project. These
brief periods of social upheaval usually involve major demonstrations and strikes when large
numbers see their fellow workers publicly demonstrating a shared commitment to the
collective project. In a survey of thirteen countries between 1880 and 1985, Gerald Friedman
found that 67 percent of union growth came in only five of those 105 years, and 90 percent in
only ten of those years.71

Such a shared collective project is unlikely to be inspired by calls for a “New, New Deal,”
for better labor–management cooperation, or for any other slogan associated with reformist
liberalism. It is more apt to come out of the immigrant communities, especially the second
generation for whom just being in America will not be enough, and to take shape fully when
native-born Americans can make common cause with immigrants around workplace and
social justice. The lesson of the New Deal is that a radical movement can make real social
change when government is even only mildly supportive.

The success of the anti–New Deal coalition in first limiting and then undermining the
New Deal also provides an important lesson. Sticking to first principles and developing one’s
arguments over a long period of time, while building alliances with like-minded and
somewhat like-minded groups, can pay off when the world changes in such a way that what
was once considered crazy becomes common sense. The “free market” cause seemed
hopeless to some in the 1930s and 1940s, but intellectuals like Hayek and management
theorists like Boulware kept the faith. Those hoping for a more just and equal society might
learn something from the opponents of the New Deal as well.
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The New Deal’s Direct Job-Creation
Strategy

Providing Employment Assurance for American Workers

PHILIP HARVEY

Our greatest primary task is to put people to work. This is no unsolvable problem if we face it wisely and
courageously. It can be accomplished in part by direct recruiting by the Government itself, treating the
task as we would treat the emergency of a war, but at the same time, through this employment,
accomplishing greatly needed projects to stimulate and reorganize the use of our natural resources.

—Franklin D. Roosevelt, First Inaugural Address, March 4, 1933

Of all the programs and legislative reforms comprising the Roosevelt Administration’s
response to the Great Depression, none is more emblematic of the New Deal than the era’s
direct job-creation programs—most famously the Works Progress Administration (WPA) and
Civilian Conservation Corps (CCC). It might be supposed, therefore, that when Progressive
economists consider whether the New Deal has anything to teach us about responding to the
problem of unemployment, these are the initiatives that would attract their attention. But the
only attribute of these programs that appears to interest Progressive economists today is their
macroeconomic effect—as if the only thing they have to teach us about combating
unemployment is the negative lesson derived from the Roosevelt Administration’s failure to
engage in enough deficit spending to end the Great Depression as quickly as it could have.
The jobs provided to WPA and CCC workers simply do not register in their assessment,
either because they assume those jobs are already accounted for in the multiplier effect of the
deficit spending that created them, or because their Keynesian bias has blinded them to the
possibility of addressing aggregate shortfalls in employment by means other than accelerating
economic growth.

This chapter argues that this view of the New Deal’s direct job-creation programs misses



the most important lessons they have to teach us. It misperceives the multiple objectives they
served in combating the labor-market effects of the Great Depression. It ignores the social
welfare benefits that employment in the programs provided to millions of unemployed
workers and their families; it discounts the value of the goods and services they produced for
the nation’s communities; it overlooks the ability of programs like the WPA to enhance the
effectiveness of Keynesian anti-cyclical measures; and it disregards the ability of such
programs to achieve the ultimate goal of Keynesian economic policy—sustained full
employment.

To fill these gaps in our appreciation of the Roosevelt Administration’s response to the
problem of unemployment the chapter (1) reviews the history of the New Deal’s direct job-
creation initiatives; (2) describes the policy vision that motivated their establishment; (3)
discusses the advantages of this strategy for achieving genuine full employment;1 and (4)
explains why the New Deal strategy would have would have constituted a better response to
the “Great Recession” than the Keynesian strategy advocated by most progressive
economists.

The Origins of New Deal Employment Policy
When the Roosevelt Administration assumed office in early 1933, a consensus existed across
the relevant political spectrum that some form of government intervention in the economy
was necessary to meet the relief needs of the population, reduce unemployment, and facilitate
a return to prosperity. The continuing debate concerned the form this intervention should
take. The Roosevelt administration was eclectic and pragmatic in the strategies it pursued,
guided by varied and often conflicting visions of how the economy should be structured. It
also had to contend with other centers of power and interest, both inside and outside
government.

The policies that emerged in this context reflected compromises, not the pure application
of a particular ideological agenda. The strategies pursued had various goals—to “prime the
pump” of business activity, increase consumption, stabilize the financial system, increase the
money supply, ease the availability of credit, promote “business confidence,” reduce
industrial strife, or introduce a measure of economic planning into the management of the
economy. Ironically, in light of his reputation as a spendthrift, the one firm belief Roosevelt
held regarding federal economic policy was that balancing the federal budget—if it were
possible—would hasten the economy’s recovery. Roosevelt was not alone in holding this
view, and he made sure it was well represented in his administration—principally in his
choice of Secretaries of the Treasury. When his advisors finally agreed the time was right to
rein in spending, the result was the disastrous recession of 1937–1938 that delayed the
economy’s full recovery by several years.

Despite their differences, however, the New Dealers shared a common view of the general
nature of the nation’s joblessness problem. This view directly contradicted the presumption
embedded in the nation’s existing Poor Law system (and supported by the teaching of
classical and neo-classical economists) that joblessness was a voluntary condition.2 The New
Dealers believed that joblessness was caused by a lack of jobs, not by a failure on the part of
jobless individuals to seek or accept work. They believed that cutting wages would increase
joblessness, rather than reduce it, because of its depressing effect on consumer purchases.
The goal of government initiatives to combat joblessness should be to close the economy’s
job gap, not to correct the supposed moral failings of jobless individuals or to put pressure on
them to seek and accept presumably available work. Concerns about the negative effects
public assistance might have on jobless individuals persisted, but they were overwhelmed by



concerns about the negative effects of joblessness itself. The New Dealers believed that
society had an obligation to offer aid to persons denied the opportunity to be self-supporting,
and that the stigma associated with the receipt of such assistance under the nation’s existing
Poor Law system was inappropriate.

Consistent with the eclecticism of the Roosevelt administration, a variety of reforms were
initiated to address the joblessness problem. Some of these reforms focused directly on the
problem of unemployment, such as the administration’s direct job-creation initiatives. Others
focused on problems that had an indirect effect on unemployment, such as the widespread use
of child labor or the lack of old age pensions. All of the reforms they implemented pursued a
common strategy consistent with the New Dealers’ shared view of the nature of the
unemployment problem. Their goal was to narrow the economy’s job gap either by increasing
the number of jobs available or by reducing the number of job seekers.

The most obvious strategy devised to achieve this goal was to use public funds to create
jobs. They did this in two ways. The first was to increase federal funding for contracted
public works. The second was to establish public employment programs for needy workers in
which the government itself acted as the employer. In addition to the direct job-creation
effect of these initiatives, it was believed they would stimulate job creation in the private
sector by increasing both consumer purchasing power and capital goods orders.3

Contracted Work: The Public Works Administration
The New Deal’s contracted public works initiative was implemented mainly through the
Public Works Administration (PWA), established in the summer of 1933 with an initial $3.3
billion authorization.4 This was a sizable fiscal commitment for a government whose
expenditures in 1933 totaled only $3.4 billion5 in an economy whose GDP equaled only
$56.4 billion.6 Congress intended for these funds to be fully committed, if not fully spent
within two years, so the net fiscal stimulus contemplated was on the order of 2–3 percent of
GDP a year. All PWA project hiring was done by private contractors.

The program took much longer to spend its authorization than was contemplated, and
other job-creation programs were adopted in the interim, but the PWA remained the primary
source of funding for large-scale public works in the United States between 1933 and the end
of the decade. Reauthorized and granted additional funding several times during this period,
the PWA made grants totaling about $2.3 billion to state and local governments and another
$1.8 billion to other federal government agencies for the support of public works construction
projects. State and local governments contributed another $1.9 billion to this effort, though a
significant portion of their contribution was initially financed with loans furnished by the
PWA.7 Thus, a total of approximately six billion dollars was spent on PWA projects between
mid-1933 and the end of the decade, an average of about 1.3 percent of GDP annually.8

Between their establishment in mid-1933 and March 1939, PWA projects furnished
approximately 1.7 billion hours of direct employment and paid wages averaging seventy
cents per hour ($10.59 in 2012).9 The maximum work week for individuals employed on
these projects was originally set at thirty hours, though this was later raised to the industry
standard of forty hours.10 Based on this work week, the program provided an average of
183,204 jobs at any point in time, a figure that amounted to only three-tenths of 1 percent of
the nation’s labor force.

For each dollar spent on direct labor costs, however, PWA projects spent an average of
$1.79 on materials, and the U.S. Bureau of Labor Statistics estimated that approximately 2.5
jobs were created in producing those materials for every job created within the PWA itself.11



Adding these jobs to the average of 183,204 jobs provided directly on PWA projects results
in an estimated employment effect of 485,000, or about 0.9 percent of the nation’s labor force
at the time.

This estimate of the program’s employment effects is still incomplete, however, because it
does not include the full multiplier effect of program expenditures. If the tail-end of the
multiplier effect of PWA expenditures equaled fifty percent of the 485,000 jobs attributed to
the program’s direct purchases of labor and materials,12 the overall employment effect of the
program equaled about 750,000 jobs, or about 1.5 percent of the nation’s labor force—in
exchange for an annual investment that we have noted averaged about 1.3 percent of GDP
between 1933 and 1939. The program was phased out during World War II, with its functions
transferred to the Federal Works Agency in 1943.13

Direct Government Job Creation
Although the difference is often overlooked, it is important to distinguish the PWA’s
conventional public works model (which relied on private contractors funded by the
government to hire workers and carry out projects) from the New Deal’s direct job-creation
initiatives (in which the federal government itself hired workers and carried out projects). The
New Deal’s direct job-creation effort was embodied in four major programs: the Civilian
Conservation Corps (CCC) established in the spring of 1933; the Civil Works Administration
(CWA), established as an emergency initiative using PWA funds in the winter of 1933–1934;
the WPA, established in 1935; and the National Youth Administration (NYA) also
established in 1935 (originally as the youth division of the WPA but later reorganized as a
freestanding program).14 The CWA lasted only four months, but the CCC, WPA, and NYA
all continued to operate until the early 1940s, when they were phased out as spending on
World War II and a dramatic expansion of the armed forces pushed the unemployment rate
down to the genuine full employment level (1.9 percent in 1943).

Why, if Roosevelt believed in balancing the budget, was he willing to engage in deficit
spending to fund programs like these? The principal reason was that there was one thing
Roosevelt considered even more important than balancing the budget. That was the duty of
government to fulfill its obligation to secure what he viewed as the right of every member of
society to economic security. Simply stated, although he may have thought that balancing the
federal budget was the road to recovery, Roosevelt believed the fulfillment of the
government’s social welfare obligations to the American people took priority over that goal.

Roosevelt’s views on this point were always clear. In his principal campaign address on
the federal budget in 1932, candidate Roosevelt excoriated President Hoover for his
administration’s failure to balance the federal budget, but he also made it clear that he was
willing to operate in the red to meet human needs. After summarizing his strategy for cutting
government expenses, he offered the following caveat.

At the same time, let me repeat from now to election day so that every man, woman and child in the United States
will know what I mean: If starvation and dire need on the part of any of our citizens make necessary the
appropriation of additional funds which would keep the budget out of balance, I shall not hesitate to tell the
American people the full truth and ask them to authorize the expenditure of that additional amount.15

This attitude created an opportunity for the president’s social welfare advisors to play a
particularly prominent role in shaping his administration’s response to the problem of
unemployment. Joblessness was not just an economic problem to be solved by promoting the
economy’s recovery. It was also a social problem that required the immediate intervention of
government to provide for the needs of unemployed workers and their families. The most



important and creative aspects of the New Deal’s response to the problem of unemployment
were viewed by the New Dealers themselves in this light—as social welfare rather than
economic policy measures—and the social welfare strategy embodied in those measures was
conceived and developed by the President’s social welfare advisors rather than his economic
advisors.

Harry Hopkins was Roosevelt’s public relief administrator. A social worker with strong
administrative experience, he was appointed by the president to head the Federal Emergency
Relief Administration (FERA) established in the spring of 1933 to distribute $500 million in
federal funds appropriated by Congress to shore up the nation’s state-based and locally
administered public relief system.16 Hopkins’s principal aide was another social worker, a
white Southerner named Aubrey Williams, who grew up in poverty and was a lifelong
champion of civil rights.17

Frustrated by the narrow range of reforms the FERA was empowered to make in the
nation’s existing social welfare system, Hopkins and Williams developed an alternative
model for the delivery of public aid to the unemployed. In a conceptual memo outlining their
plan, Williams wrote that “relief as such should be abolished.”18 Instead, the unemployed
should be offered real jobs paying good daily wages, doing useful work suited to their
individual skills. In other words, instead of offering the unemployed public relief, they should
be offered quality employment of the sort normally associated with contracted public works.
However, to minimize both the cost of the undertaking and the amount of time needed to
launch it, the government should serve as its own contractor, and the projects undertaken
should be both less elaborate and more labor-intensive than conventional public works.

In late October 1933, Hopkins pitched a job-creation proposal to President Roosevelt
based on the model he and Williams had devised. Disappointed by the slow pace in getting
the PWA up and running, and concerned about growing political unrest among the
unemployed, Roosevelt was quick to embrace Hopkins’s proposal. A week later, the Civil
Works Administration (CWA) was formally established by executive order, with Hopkins at
its head and an initial budget allocation of $400 million diverted from the PWA.19

The program was funded only through the winter of 1933–1934, but it still stands as the
largest public employment program ever established in the United States. With a peak
employment of 4.3 million in a labor force of fifty-one million, the CWA provided
employment to about 8.4 percent of the nation’s work force during its short existence.20 The
administrative task of establishing the CWA—which moved from nothing more than an idea
to a fully operational program with four million employees in about ten weeks’ time—was
gargantuan. It employed seven and one-half times as many people as the rest of the federal
government (civilian and military) combined.21 A program of similar relative dimensions in
the United States today would have to create almost thirteen million jobs.

Also, though it fell short of realizing the policy goals Hopkins and Williams had
formulated for the reform of public aid for the unemployed—the creation of a program that
offered unemployed workers jobs that were indistinguishable from regular employment and
devoid of associations with public relief—it embodied enough features of that model to mark
a sharp and definitive break with the nation’s existing public relief system.

The most important constraint Hopkins and his associates faced in implementing their
reforms was that they had only enough funding to create 4 million jobs at a time when 1)
there were over 12 million unemployed workers22 and 2) they had a continuing responsibility
under the FERA to provide support for existing recipients of public assistance, about 40
percent of whom were families headed by unemployed workers enrolled in locally
administered, poor-quality work relief programs of the sort Hopkins was intent on



replacing.23 If the CWA had been funded and authorized to provide jobs for all unemployed
workers, the existing population of unemployed relief recipients could have been directed to
apply for work in the program on the same basis as other unemployed workers. However,
with only enough funding to create about 4 million jobs, the decision was made to reserve
approximately half of the positions in the CWA for public assistance recipients (so that all
FERA work relief participants could be transferred to the CWA) while using normal skill-
and experience-based hiring criteria (subject to a statutorily mandated preference for war
veterans) to fill the other half.24

Another constraint limiting Hopkins’ options was that the CWA’s initial $400 billion in
funding was subject to the same statutory restrictions as the PWA. These included a
requirement that the funds be used only for the planning and execution of construction
projects. To allow for the employment of persons for whom such work would not be suitable,
Hopkins used his limited pot of FERA funds to establish a parallel Civil Works Service
(CWS) program for white-collar and professional workers (both male and female),25 and a
Women’s Division (transferred to the CWA from the FERA) to provide non-construction
projects for working-class women and to encourage the hiring of women in the CWS and in
non-construction positions in CWA construction projects.26

Although it accounted for less than 5 percent of total program employment,27 the CWS
was quite successful and included some of the CWA’s most innovative projects.28 The
Women’s Division was far less successful. The U.S. work force was approximately 25
percent female at the time, and while confirmatory data are hard to find, there is no reason to
believe they suffered less unemployment than men during the 1930s.29 Nevertheless, only
12.4 percent of all CWA applicants were women, and only 7.5 percent of all program jobs
went to women.30 Hopkins’ goal was to provide jobs for about 400,000 women—
approximately 10 percent of total expected program employment—but the Women’s Division
struggled in its efforts to recruit women and to develop appropriate projects to employ them.
The Division’s staff consisted mainly of FERA personnel with backgrounds in voluntary
charity work, and they tended to hold more traditional views of the functions of work relief
than the engineers Hopkins hired to run the program’s construction projects. This contrast
was especially marked at the state and local level, and the Women’s Division’s very capable
director, Ellen Woodward, had trouble getting her field staff to develop projects other than
the sewing rooms associated with traditional public assistance. It is hardly surprising,
therefore, that working-class women had trouble figuring out whether the CWA was offering
them work or just a continuation of conventional public assistance.31

The Women’s Division had more success developing appropriate work projects in
collaboration with the CWS. These collaborative projects employed women in a wide range
of endeavors, including nursing, education, social work, public health, child care, library
work, and the collection of statistical data.32 But given that the CWS created a total of only
211,000 jobs, it could hardly make up for the more limited employment opportunities
provided women in the rest of the CWA.

African Americans and other people of color were also shortchanged. Discrimination on
the basis of race or color was prohibited in the application of eligibility and wage standards,
but the eligibility rule was a hard one to enforce at the local level where the actual hiring
occurred. Moreover, segregated work assignments and, in some instances, wholly segregated
work projects were tolerated. It was also common for skilled minority workers to be
discriminatorily categorized as unskilled. The CWA staff in Washington did not direct or
approve of this discrimination, but they did not object to it, either.33

On the other hand, non-white workers were paid the same as white workers with the same



job classification, and this was enough to precipitate significant political opposition to the
CWA in the South, where whites resented the idea of blacks’ being paid the same wages they
received, and employers relied extensively on cheap black labor. The experience of African
Americans with the CWA was accordingly mixed, particularly in the South, where
discriminatory practices were most common—and since almost 80 percent of the African
American population of the United States still lived in the South at the time, it was the way
the program functioned there that defined the experience most African Americans had with it.

Despite these shortcomings, 9 million people applied for the approximately 2 million
CWA jobs that were not reserved for public relief recipients. This is a stunning figure, since
national unemployment stood at less than 11 million at the time outside of FERA work relief
programs.34 To emphasize the non-relief character of this hiring, it was performed by the
newly organized United States Employment Service (USES) rather than local relief offices.
At the same time, however, it is worth noting that local relief offices were swamped with new
applicants for public aid, since job seekers quickly realized that qualifying for relief was a
surer means of getting a CWA job than applying for one through the USES.35

Special hiring procedures were also adopted for skilled craftsmen. Instead of requiring
applicants for these positions to apply through the USES, unions were allowed to refer their
members in accordance with customary procedures for the trades in question. More
importantly, the CWA agreed not to fill these positions from among USES applicants unless
a local union failed to refer enough qualified workers. In other words, the CWA formally
adopted a union-shop policy for the skilled trades; however, local CWA administrators often
ignored this policy unless local unions insisted on its observance.36 It should be noted,
however, that while this policy was supportive of unions, it reduced the access of African
Americans to skilled work in the CWA because the craft unions that benefited from the
policy were among the most racially discriminatory in the American labor movement at the
time.37

The CWA’s wage policies broke even more decisively with traditional relief practices
than its eligibility standards. Customary practice in work relief programs had been to limit an
individual’s earnings to the family’s “budget deficiency”—the difference between the
family’s available resources and their “need” as determined by local relief officials.
Consequently, the number of hours an individual was required to work in a traditional work
relief program depended on the size of the individual’s budget deficiency, and this was true
of FERA-funded work relief projects as well.38 Thus, despite a minimum wage (30 cents per
hour) that would have generated a twelve-dollar weekly income for a forty-hour work week,
actual earnings on FERA-funded work relief projects averaged less than five dollars per week
in the period immediately preceding the establishment of the CWA.39

No individual working-hour limitation existed under the CWA. Hourly wage minimums
were generally higher than those paid in FERA work relief programs, but the more important
difference was that everyone worked the same number of hours. The result was that average
weekly earnings among CWA workers (about $15, until program funds began to run short in
mid-January) were three times as great as the benefits received by individuals enrolled in
FERA-funded work-relief projects.40 In fact, average CWA earnings during this period were
the highest of any New Deal direct job-creation program.41

The CWA’s hourly wage scale was the same as the PWA’s.42 It was also national policy
(though frequently ignored by program administrators at the state and local level) to
recognize locally negotiated union contracts in the construction trades as determinative of
prevailing wage rates.43

The hourly rates paid by the CWA were controversial because they were often higher than



what employers in particular regions (especially the South) or industries (especially
agriculture) were accustomed to paying. What this debate tended to ignore, however, was that
the program’s 30-hour work week limited the earnings of program employees below what
their hourly wage rates suggested. Moreover, as program funds began to run short in mid-
January, the program’s work week was shortened to 24 hours in order to spread the remaining
work as widely as possible. As a result, average program earnings declined from about fifteen
dollars per week to about $11.30 per week, compared to average weekly earnings by
privately employed workers of about $20 in 1933.44

Although Hopkins’s goal was to give unemployed worker jobs that utilized their existing
skills, statutory and practical limitations made this impossible in most cases. First, as
previously noted, statutory restrictions limited the CWA to construction projects. Second, a
pre-existing FERA policy required that projects be performed only on public property. Third,
no project was supposed to be undertaken that would duplicate work normally performed by
state and local government employees. Fourth, no projects were supposed to be approved that
could qualify for funding by the PWA.45

Project selection was further constrained by timing issues and the desire to maximize the
program’s employment effect. This meant projects had to be labor-intensive and capable of
completion in a short period of time. It also meant they could not require significant advance
planning or be hard to shut down on short notice. Finally, project selection was subject to
weather and political constraints.

Although the CWA hired its own work force and administered its own projects, the
program relied on other government agencies (at the federal, state, or local level) to sponsor
the projects it undertook. The involvement of state and local government sponsors was
limited to providing plans for the projects and contributing the cost of the materials and
supplies used to complete them. At the federal level the CWA assumed all program costs but
still relied on the sponsoring agency to propose and plan the projects it undertook.

The quality of the sponsored projects varied widely. First, by taking over all FERA-
funded work projects from the local relief officials who had been administering them, the
CWA burdened itself with an initial portfolio of poor-quality activities. While the CWA
gained direct administrative control over these projects, it took time to implement significant
improvements in their quality.

A second large group of projects originated with suggestions for new undertakings by
local government officials. Approval authority for these projects was exercised by state CWA
administrators whose review of the projects was often cursory. The quality of these projects
varied greatly. Where sponsors had already developed plans for suitable construction
projects, the activities tended to be quite successful and provided good value. Where advance
planning had not been completed, the results were less satisfactory, though the CWA’s newly
recruited and very competent Engineering Division was, over the life of the program, able to
achieve steady improvement in the quality of the program’s construction work.

A third large group of projects originated at the federal level. These projects were
sponsored by a variety of federal government agencies, including the Treasury Department,
the Departments of the Interior and Agriculture, the Commerce Department, and the War
Department. Most were developed in collaboration with CWA staff and also required the
approval of a special office established within the Engineering Division that vetted them for
quality control purposes. By all accounts, the CWA’s highest quality projects were found in
this group.

As for the type of work performed, the single largest category of CWA projects consisted
of road work, which accounted for 35 percent of all project expenditures and employed close
to half the program’s entire work force. The road work consisted mainly of minor repairs and



improvements rather than new construction, and in many rural areas this was the only type of
CWA work available.46

The CWA administration was not happy with the predominance of road work in the
program’s activities since it was associated both historically and in the public’s mind with the
kind of work relief the CWA was supposed to replace. Indeed, a significant proportion of
these projects were taken over from FERA-funded programs. The difference between these
earlier programs and their CWA counterparts was not immediately apparent to the public
walking or driving by a CWA work crew. The fact that these projects were more visible than
other, higher quality projects also made it more difficult for the CWA leadership to explain
the innovative character of the CWA to the public.47

Nevertheless, it would be wrong to underestimate the social utility of this work at a time
when state and local governments lacked the funds needed to maintain, let alone improve, the
roads and highways upon which local commerce depended. The CWA built or improved over
250,000 miles of roads. In rural areas, improving farm-to-market roads was a priority. In
urban areas, significant repairs and improvements were undertaken—such as a Chicago
project that employed 11,500 CWA workers to lay brick pavement in a major street-
improvement project.48

The next-largest category of CWA projects consisted of construction and repair work on
public buildings. Accounting for about 15 percent of project expenditures, approximately
60,000 public buildings were repaired or constructed, two-thirds of which were schools.
Public health and sanitation activities constituted another major activity. Almost 2,300 miles
of sewer lines were laid or repaired, swamp-drainage projects to fight malaria employed
30,000 CWA workers, and 17,000 unemployed coal miners were employed sealing
abandoned coal mines to protect ground-water supplies. CWA workers also were employed
in emergency disaster relief—either fighting floods or assisting in post-flood cleanup and
repair work.49

Other CWA project categories included improvements to public recreational facilities and
to public transportation and utility systems. The program constructed 4,000 athletic fields,
2,000 playgrounds, 350 swimming pools, and 150,000 privies. Surprisingly, the CWA built
469 airports and improved another 529, but this was the dawning of the aviation age, and the
facilities in question mainly consisted of unpaved landing fields.50

Because the CWS was not limited to construction projects and employed professionals,
the projects it undertook were more varied. And since most of these projects were sponsored
by federal government agencies, they also benefited from the attention of the CWA’s
Washington staff. Professional associations also assisted in the design and management of
many of these projects.

Education projects provided jobs in local schools for 50,000 laid-off teachers. Another
13,000 kept small rural schools open through the winter, while 33,000 were employed in
adult education and nursery school programs. Adult education classes staffed by CWS
teachers were attended by 800,000 people during the winter of 1933–1934, and 60,700
preschool children attended CWS nursery schools. The latter were generously staffed and
provided warm clothes, hot meals, medical care, and parent-education services in addition to
childcare.51

Twenty-three thousand CWS nurses staffed a nationwide child health study, and 10,000
more were employed in a variety of other programs. The U.S. Coast and Geodetic Survey
sponsored a triangulation and mapping project that employed 15,000 CWS workers. An aerial
mapping project charted hundreds of U.S. cities and employed another 10,000 CWS workers.
The National Park Service and the Library of Congress undertook a survey of the nation’s



historic buildings that provided work for 1,200 draftsmen. Over 70,000 people were
employed in CWS pest-eradication campaigns, and a group of ninety-four Alaskan Indians
was employed restocking the Kodiak Islands with snowshoe rabbits.52 Descriptions of CWS
cultural projects are described in Chapter 8.

The single largest category of CWS employment, though, consisted of work performed on
statistical surveys. The Department of Commerce employed 11,000 CWS workers to conduct
a census of real property in sixty cities. An Urban Tax-Delinquency Survey documented the
fiscal condition of 309 cities. The CWA’s own Statistical Division employed 35,000 CWS
workers to collect and record data and documentation concerning program operations, labor
market conditions, and the nation’s public relief problem.53

The establishment of a program as large, as complicated, and as innovative as the CWA
within a span of weeks was a major administrative achievement. A War Department engineer
assigned to study the program compared it favorably to the country’s mobilization effort in
World War I.54 A New Deal historian has called the CWA “one of the greatest peacetime
administrative feats ever completed” in the United States.55 It was a remarkable experiment,
more ambitious in its goals than any other New Deal employment program. It contemplated
nothing less than the replacement of means-tested work relief with a promise of public
employment paying good wages and doing work of genuine social utility.

The quick demise of the program shows how controversial that idea was. Criticism of the
program by conservatives was fierce, and support for it within the Roosevelt Administration
was by no means unanimous. The president’s own support for the program was ambiguous.
He was not yet ready to commit the federal government to the operation of a massive, year-
round public employment program for unemployed workers. Still, Hopkins and his associates
continued to work toward their broad reform goals, hoping that by stepwise movement they
could win the political support needed to establish a more sustainable, if less ambitious,
version of the CWA. We shall see that this is exactly what they achieved with the
establishment of the WPA in 1935.

New-Deal Work Relief in the 1934–1935 Period
Following the termination of the CWA, the FERA once again assumed responsibility for
funding the nation’s relief effort. Hopkins and his associates continued to direct that effort,
and even though the CWA was politically unsustainable, they made a concerted effort to
preserve as much as they could of the CWA model in FERA work relief programs. But, once
again, the FERA had to rely on local relief officials to administer the work relief projects it
funded, with employment on those projects limited to persons on relief. The common work
week established under the CWA was also lost, as hours of work were once again determined
by applying the “budget deficiency” principle. Work relief participants worked as many
hours as were necessary to “earn” their family’s public assistance grant. At first, the thirty-
cents-an-hour minimum wage rate that had previously applied to FERA-funded work relief
programs was reinstated. However, under political pressure from low-wage employers,
particularly in the South, the thirty-cents- per-hour minimum was abandoned in November
1934. Henceforth, wage rates depended exclusively on locally prevailing wages, with no
minimum wage floor.56

Under Hopkins’s leadership, the FERA established a number of special programs that
experimented with new forms of work relief. One was a part-time employment program for
needy college students who might otherwise have been forced to drop out of college—the
prototype for today’s College Work Study program. Another was a Transient Program that



provided both residential camps and work for a population that today would be referred to as
“homeless.”57 Perhaps the most interesting of the FERA’s innovations during this period,
however, were “production for use” projects undertaken in cooperation with the Federal
Surplus Relief Corporation (FSRC). The FSRC purchased surplus agricultural commodities
in an effort to maintain farm prices and hence the livelihoods of farmers. These commodities
were processed by FERA workers (including the canning of fresh fruits and vegetables and
the production of clothing and bedding from surplus cotton) and then distributed to relief
recipients outside market channels. This distribution was accomplished on an “over-and-
above” basis, to prevent local relief agencies from counting the commodities received from
the FSRC in determining the budget deficiencies of relief recipients.58

Business interests strongly opposed the FERA’s “production for use” initiatives. One
frequently voiced complaint was that the projects competed with private producers and hence
reduced unsubsidized employment—despite the fact that the commodities at issue were
distributed at no cost to people who otherwise would not have been able to afford them. The
real source of business opposition was more accurately reflected in complaints that the
projects challenged the private enterprise system and constituted a dangerous step down the
road to government control of all industry. This opposition was strong enough that Hopkins
was forced to abandon the production-for-use model by the time the WPA replaced the FERA
in the spring and summer of 1935.59

Employment Assurance and the WPA
In June of 1934, shortly after the termination of the CWA, President Roosevelt appointed a
Cabinet-level Committee on Economic Security (CES) to develop a comprehensive social
welfare strategy that would be responsive to the American people’s desire for “some
safeguard against misfortunes which cannot be wholly eliminated in this manmade world of
ours.”60 Chaired by Secretary of Labor Frances Perkins, the other members of the committee
were Secretary of the Treasury Henry Morgenthau, Attorney General Homer Cummings,
Secretary of Agriculture (later Vice-President) Henry Wallace, and Harry Hopkins.

The committee’s report, officially delivered to the president in January 1935, proposed a
two-legged social welfare strategy—one leg to address the economic security needs of those
members of society who could support themselves if adequately paid work were available for
them, and the other to address the economic security needs of people who were either unable
or not expected to be self-supporting.61

The first leg of this strategy adopted the plan Hopkins and Williams had developed and
tested with the CWA. Specifically, the report proposed that the federal government provide
unemployed workers with “employment assurance” in both good times and bad.

Since most people must live by work, the first objective in a program of economic security must be maximum
employment. As the major contribution of the Federal Government in providing a safeguard against
unemployment we suggest employment assurance—the stimulation of private employment and the provision of
public employment for those able-bodied workers whom industry cannot employ at a given time. Public-work
programs are most necessary in periods of severe depression, but may be needed in normal times, as well, to help
meet the problems of stranded communities and overmanned or declining industries.62

The second leg of the CES strategy relied on the establishment of a series of income-transfer
programs designed to insure that everyone who was either unable or not expected to be self-
supporting would be assured a reasonable subsistence. The best-known of the programs
proposed by the CES to perform this function was the contributory old-age pension system
that subsequently came to be known as Social Security; but the CES report included



proposals addressing a range of other income security needs as well.63

Given Hopkins’s role in developing the CES’s employment assurance proposal, it is
hardly surprising that it reflects the reform vision he and Aubrey Williams had previously
developed. At the same time, that vision is enhanced in the CES report by its linkage to
reforms proposed to meet the economic security needs of persons who cannot rely on work
for their support. If fully implemented, the two legs of the social welfare system proposed by
the CES would have effectively secured what subsequently came to be called the “right to
work” and the “right to income security” in international human rights law.64

Given the expansiveness of the CES’s employment assurance proposal, it is striking how
far short of that goal the Roosevelt Administration aimed its implementation efforts—
especially when compared to the virtually complete incorporation of the CES’s income
security proposals in the Social Security Act.65 Established by executive order and a
budgetary enactment a few months before the Social Security Act passed,66 the WPA did not
even attempt to provide work for all unemployed workers. Instead, it aimed only to provide
work for unemployed workers who qualified for public relief. Moreover, in contrast to the
reasonably good wages paid by the CWA (an average of $15.00 per week at first for 30 hours
of work), the WPA paid a below-market “security wage” designed to provide an incentive for
program workers to accept regular employment when it became available.67

It is true that Hopkins did his best, with partial success, both to minimize the onerousness
of the program’s means test and to raise program wages over time. Still, the program’s
eligibility requirements and low wages constituted a step backward (compared to the CWA)
in Hopkins’s efforts to sever the job creation he promoted from its continuing associations
with public relief. The program also failed to eliminate the gender and race discrimination
that tarnished the CWA.68

On the other hand, the program’s administrative structure and the very substantial
contributions it made to the country’s physical and social wealth demonstrated Hopkins’s
sharp break with the past. As was true of the CWA, the vast majority of WPA projects were
sponsored by state and local governments. These sponsors were responsible for providing all
drawings for construction projects, and paid an average of about 20 percent of total program
costs—usually in the form of purchases of supplies and materials. It was the WPA, though,
that hired and supervised the program work force.69 The WPA also adopted the CWA model
of having federal agencies sponsor some of the program’s more innovative projects—like the
program’s famous Art, Theatre, Music, and Writers’ Projects.70

The WPA staff worked proactively with local governments and non-governmental
organizations to develop new ideas for projects, especially in the non-construction fields.
Since the WPA possessed a wealth of information concerning widely diverse projects
operated under a variety of circumstances, WPA staff served as a viaduct for the
dissemination of new ideas and best practices throughout the country. Program evaluators
from the National Resources Planning Board who studied the WPA’s operational model
described it as achieving the advantages of both decentralized and centralized government
control. The projects selected responded to local needs, while national standards of
performance in carrying out the projects were maintained.71

This administrative structure permitted the WPA to operate its work projects on an
“enterprise” rather than a “relief” model—notwithstanding the program’s low wage scale and
need-based eligibility standards. Once they qualified for the program, applicants were hired
to fill specific job classifications on the basis of their experience and qualifications relative to
other qualified applicants. When hired, they became federal employees who received a
monthly paycheck in exchange for work performed—not a local welfare grant based on their



“budget deficiency.” If the income they received from their WPA earnings left them poor
enough to qualify for relief (a fairly common occurrence for WPA workers with large
families), they could still apply for public assistance from their local relief agency—on the
same basis as privately employed workers and without involving the WPA in any way.
Though low, WPA wage rates did vary with skill level and by region; a common work week
was observed; and normal workplace discipline was maintained. WPA workers were covered
by workers’ compensation and were permitted to organize unions.

What accounted for the WPA’s hybrid character—with one leg still stuck in the public
relief tradition, while the program’s organizational structure reflected the CES’s reform
goals? Moreover, why did Roosevelt allow the CES to advocate an employment assurance
plan he was not prepared to fully implement (and which he might not have been able to get
through Congress if he had tried)? It’s a puzzling question. The CES also developed a
national health insurance proposal, but when it became clear that the American Medical
Association had both the intention and power to scuttle it, the president told the CES to drop
the proposal from its published report.72 Why didn’t he tell the CES to scale back its job-
creation proposal to match what he was prepared to implement?

One possibility is that Roosevelt was hesitant to commit to the employment assurance
goal because he did not know how much it would cost to achieve it. No one knew in 1935
how many unemployed workers there were in the country because the government had not
yet begun to collect unemployment data. The size of the fiscal commitment required to
provide “employment assurance” to the nation’s work force was therefore unknown, and
given how many people had applied for work on the CWA—9 million in a matter of weeks—
the president may have wondered whether the federal government really could take on the
task. Any concerns he had on that score would have been encouraged by fiscal conservatives
within his administration who applied constant pressure on him to restrict federal spending.

It is also possible that he remained unpersuaded that the federal government should
assume responsibility for the task even if it could afford to do so. He knew the business
community would be unalterably opposed to the idea—based on its concerted opposition to
the CWA. He also knew, though, that the CWA model lacked strong institutional support
among liberals. The social work profession, which one would have thought Hopkins and
Williams represented, had considerable misgivings about the CWA experience because it
dispensed with the individual casework that social workers viewed as the sine qua non of
their professional role in assisting the poor.73 The engineers and managers who had
administered the CWA’s work projects were strongly invested in completing the projects, but
they did not view their mission as providing work for the unemployed.74 Union members
were happy for the jobs the program provided, but the role of unions in the CWA model was
both unclear and unsettling for union leaders accustomed to representing private sector
employees.75 Civil rights organizations supported job-creation efforts but were disappointed
by the Roosevelt Administration’s failure to rid them of racist practices.76 The list could go
on. There simply was no organized liberal constituency that placed job creation for
unemployed workers at the top of its agenda, and the president surely knew that.

In any case, Roosevelt made it clear in his 1935 State of the Union message, delivered as
he was preparing to forward the CES report to Congress with his recommendations, that the
“program for putting people to work” he would advocate was limited to creating security-
wage jobs for those unemployed workers who qualified for public relief.77 He made no
mention whatsoever of the CES’s employment assurance goal—which was thereby
abandoned before it was even published.

But why, then, let the report be published with that recommendation intact—a
recommendation that served as the foundation for the CES’s entire economic security



program? It may simply be that the report had already gone to press by the time Roosevelt
made his decision to ignore the committee’s employment assurance proposal. Another
possibility may be the importance Roosevelt attached to the principle of societal obligation
on which the employment assurance proposal was based—even if he was not prepared to
press for its adoption. Roosevelt believed very strongly that society had an obligation to its
members to insure their ability to support themselves. In a widely reported campaign address
delivered to the Commonwealth Club of California in the fall of 1932, then–presidential
candidate Roosevelt explained his views on this matter in the following terms.

Every man has a right to life; and this means that he has also a right to make a comfortable living. He may by sloth
or crime decline to exercise that right; but it may not be denied him. We have no actual famine or death; our
industrial and agricultural mechanism can produce enough and to spare. Our government formal and informal,
political and economic, owes to every one an avenue to possess himself of a portion of that plenty sufficient for his
needs, through his own work.78

Roosevelt made it clear in the same speech that he assigned primary responsibility for
securing this right to those he referred to as the “princes of property,” who “claim and hold
control of the great industrial and financial combinations which dominate so large a part of
our industrial life.” Only if they failed to fulfill their responsibility, he continued, would it fall
upon government to “assume the function of economic regulation … as a last resort.” He also
made it clear that he had not yet given up hope, in the fall of 1932, that the “princes of
property” would fulfill their duty in this regard. “As yet there has been no final failure,
because there has been no attempt, and I decline to assume that this nation is unable to meet
the situation.”79

Four years later, in 1936, Roosevelt made it clear in his acceptance speech at the
Democratic National Convention that the “princes of property”—whom he now referred to as
“the royalists of the economic order”—had failed the test he set for them four years earlier;
and in doing so he once again referred to the right to work as the touchstone by which the
legitimacy of their power should be judged.

The royalists of the economic order have conceded that political freedom was the business of the government, but
they have maintained that economic slavery was nobody’s business. They granted that the government could
protect the citizen in his right to vote, but they denied that the government could do anything to protect the citizen
in his right to work and his right to live.80

In short, the assertion of the CES that government should assume the duty of providing
jobs for workers whom the private sector could not employ was an article of faith for
Roosevelt, even if, as “Politician in Chief,” he knew better than to ask Congress to authorize
him to do it, and as “Fiscal Officer in Chief” he thought it was not something he could justify
funding with additional deficit spending. Still, we might speculate that the broader
commitment the CES advocated was close enough to his heart that he was willing to let it
remain in the CES report.

It is also important to note that, even with the limited mandate given the WPA, it made a
far greater dent in the nation’s unemployment problem than is generally recognized. This
accomplishment is obscured by the unemployment statistics commonly reported for the New
Deal period, which count workers employed in these programs as unemployed rather than
employed. If workers employed in direct job-creation programs are counted as employed (as
they are in unemployment statistics today), we see that the nation’s unemployment rate
dropped from 22.9 percent to 10.0 percent during President Roosevelt’s first term in office,
rather than the commonly reported drop from 23.0 percent to 17.0 percent. The difference
between the two sets of figures is attributable entirely to the effect of hiring by the FERA,
CWA, and WPA. The WPA alone reduced unemployment by 4.4 percentage points during its



first year of operations—8.9 percentage points, if we count as unemployed the workers who
received public relief on a “budget deficiency” basis in locally administered work relief
programs replaced by the WPA.81

Learning from the New Deal: The Social and Economic
Benefits of Direct Job -Creation

As the CWA’s accomplishments during its brief, four-month existence illustrate, the New
Deal’s direct job -creation programs also enriched the country with a profusion of new public
goods and services at a time when normal budgetary considerations would have ruled out
virtually all such undertakings. The forced idleness of the nation’s work force was turned into
a wealth-producing asset in service of the public good. As Leighninger points out, the
incalculable legacy of this public investment in infrastructure, health, education, recreation,
environmental conservation, and culture has been little recognized, even by historians.82

Indeed, had the government not undertaken such a vast public-investment program, the
United States almost surely would not have been as prepared as it was to enter World War II.
Nor would we have emerged from the war with as much economic momentum as we did.
Conventional public works spending by the PWA accounted for only about 30 percent of the
New Deal’s total investment in the country’s physical and social infrastructure during the
1930s. It was the era’s direct job-creation programs that accounted for most of it—
approximately 70 percent of the total.

Moreover, by tapping this idle productive capacity, the federal government gave back to
millions of unemployed workers and their families precisely what the Depression had taken
from them—the opportunity to support themselves in dignity. The jobs provided by the New
Deal made it possible for them to put their broken lives back together again while they waited
for the private economy to recover. The value ordinary people attached to this is indicated by
the 9 million applicants for the CWA’s 2 million non–means-tested jobs.

Nevertheless, among progressive economists, the prevailing view of the New Deal’s direct
job-creation strategy is that it was nothing more than a delivery device for a Keynesian fiscal
stimulus. Noting that it was World War II spending that finally brought the Depression to an
end, these economists see no reason to emulate the Roosevelt Administration’s direct job-
creation strategy because there are far easier ways to boost aggregate demand. Of course they
should advocate for the allocation of stimulus spending to socially useful purposes, but
except for differences in the multiplier effect of different categories of stimulus spending,
they can cite no economic reason to prefer one type of deficit spending over another. As
Keynes himself famously noted, if there are political difficulties that prevent a sensible
allocation of stimulus spending, engaging in otherwise wasteful spending would be preferable
to doing nothing at all. A government could even bury bank notes in bottles at the bottom of
abandoned mines, fill the mines with trash, and then invite capitalists to dig them up.83 From
this perspective, there is no reason for progressives to pursue the administratively challenging
and politically fraught direct job-creation strategy when responding to a recession. It’s not
that progressive economists argue against using the strategy. They simply ignore it when
fashioning their policy proposals.

Ironically, this tacit dismissal of the direct job-creation strategy overlooks the role played
by military enlistments in achieving full employment during World War II. Between 1943
and 1945—a three-year period during which the nation’s civilian unemployment rate fell
below 2 percent—an average of 10.9 million able-bodied workers were employed in the U.S.
military.84 That was three-and-a-half times the average number employed in the New Deal’s



direct job-creation programs between 1936 and 1940. In short, even though it was not the
reason for the military buildup, the achievement of full employment during World War II
actually did rely on direct job creation—with the military replacing the New Deal’s direct
job-creation programs as the vehicle for providing the jobs.

Still, the Keynesian critique of the New Deal response to the Great Depression is clearly
correct in its condemnation of the Roosevelt Administration’s fiscal conservatism. Figure 6.1
shows the U.S. unemployment rate from 1933 through 1947. The top line shows the rate as it
is normally reported—that is, with persons employed in the New Deal’s direct job-creation
programs counted as unemployed. The lower line shows the unemployment rate as it would
be reported today, with persons employed in these programs counted as employed.

The first thing Figure 6. 1 illustrates is the disastrous effect of President Roosevelt’s ill-
conceived attempt to balance the federal budget in 1937. It took the economy three years to
recover from the economic reversal precipitated by that action, confirming Keynes’s
argument concerning the beneficial effect of deficit spending.

The second thing the figure shows, however, is the dramatic impact the New Deal’s direct
job-creation programs had on the level of unemployment over and above the beneficial
multiplier effect of program spending on the private sector. The employment effect of a direct
job-creation program has two components. The first is the program’s direct employment
effect—the jobs that are created in the program itself. The second is its indirect (i.e.,
multiplier-induced) employment effect on private-sector hiring. It is this dual employment
effect that makes the direct job-creation strategy such a potent means of responding to
economic downturns.85

Figure 6.1 U.S. Unemployment Rate from 1933–1947.

If, instead of funding programs like the CWA and WPA, the Roosevelt Administration
had used the same amount of stimulus money to pay for other types of government benefits
(such as unemployment insurance), the private sector probably would have recovered at the
same pace shown by the top line in Figure 6. 1; but it would have sacrificed the additional,
direct job-creation effect shown by the difference between the top and the bottom lines in the
figure.

The third thing Figure 6. 1 shows is that Keynesian critics of the New Deal are correct in
noting that the Roosevelt Administration could have achieved a full recovery from the Great
Depression far more quickly if it had engaged in more deficit spending during the 1930s.
What the figure also shows, however, is that the best way to have spent that money would



have been to implement the employment assurance proposal contained in the CES report.
If, in 1936, the WPA had been expanded to provide 4.7 million jobs instead of the 3.3

million actually provided, the economy’s unemployment rate could have been reduced to the
full employment level of 2 percent in 1937, rather than waiting for wartime spending (and the
draft) to do it in 1943. If they had also spent enough to increase the WPA work week to a
standard 40 hours for full-time workers, and increased program wages to market levels, those
jobs would have been fully comparable to their private-sector counterparts. The additional
spending required to achieve that goal probably would have doubled the New Deal’s direct
job-creation budget—from $2.6 billion (2.2 percent of GDP) to $5.2 billion (4.4 percent of
GDP, or the equivalent of about $690 billion in 2012). The fiscal stimulus provided by that
additional spending would have caused private sector unemployment to decline more rapidly
as well; and if the mistaken 1937 attempt to balance the federal budget had been avoided, the
private sector probably would have fully recovered by 1939 instead of 1943—and possibly
with lower overall levels of spending on direct job-creation than were actually incurred
during that period.

Why would this strategy have been superior to the standard Keynesian strategy—i.e.,
spending stimulus dollars on budget items other than the WPA? Both strategies would have
achieved full recovery from the Great Depression at about the same rate. The difference is
that the standard Keynesian strategy would have forced unemployed workers and their
families to wait for that recovery in order to get their lives back on track, while the direct job-
creation strategy would have given them the benefits of full employment immediately rather
than years later.

Learning from the New Deal: Securing the Right to Work
As noted earlier, President Roosevelt was naturally inclined to view the “right to live” and the
“right to work” as entitlements that society has a duty to secure for its members. In light of
that predisposition, it required no great conceptual leap on his part to describe the New Deal’s
social welfare goals (which were most fully expressed in the CES’s 1935 report) in similar
terms. The rhetorical turning point came in Roosevelt’s 1941 State of the Union Address to
Congress—his famous “four freedoms” speech. In it, he identified “equality of opportunity”
and “jobs for those who can work” as the first two things the American people expect of their
government; and he famously included “freedom from want” as one of the “four freedoms”
World War II was being fought to secure, not just in the United States and Europe, but
“everywhere in the world.” This was “no vision of a distant millennium,” he declared, but a
“definite basis for a kind of world attainable in our own time and generation.”86

At the time the president delivered his Four Freedoms speech, the National Resources
Planning Board (NRPB)—a research and advisory body housed in the Executive Office of
the President—was engaged in a detailed assessment of the social welfare initiatives
undertaken by the Roosevelt Administration since 1933 as a guide for planning the social
welfare institutions it believed the country would need at the end of World War II. In other
words, it was tasked with carrying on the work of the CES.

Recognizing the link between “freedom from want” and the goals of its own planning
initiative, the NRPB undertook the task of developing a nine-point “Declaration of Rights”
that would “translate” the “freedom from want” into a list of specific economic and social
entitlements. Drafted in close consultation with President Roosevelt, this declaration was first
published in a pamphlet bearing the title “Our Freedoms and Our Rights.” The first two rights
listed in the declaration were the “right to work” and the “right to fair pay.”87



President Roosevelt’s framing of the war effort as a human-rights struggle also inspired
the American Law Institute (ALI) to undertake the drafting of a “Statement of Essential
Human Rights.” A highly influential and quintessentially mainstream organization of judges,
lawyers, and academics dedicated to the improvement of the law, the ALI convened an
international drafting committee to enumerate the human rights on which a lasting peace
could be based following the end of World War II. The effort took three years of study and
discussion, and the final “Statement,” like the NRPB Declaration, recognized a range of
economic and social entitlements as human rights—including the right to work and the right
to reasonable wages, hours, and other conditions of work.88

In 1944, with the end of the war in sight and a presidential election scheduled for the
following fall, Roosevelt chose to use his State of the Union Message to restate his belief that
the employment and social welfare entitlements his administration had sought to secure
during the preceding eleven years were in fact human rights that the federal government had
a duty to secure. Invoking both the country’s Declaration of Independence and its
Constitution, Roosevelt opined that the United States “had its beginning, and grew to its
present strength, under the protection of certain inalienable political rights” secured by the
country’s Constitution. However, as the nation grew and its economy industrialized, these
rights (which he described as “our rights to life and liberty”) proved inadequate to “assure us
equality in the pursuit of happiness.” Claiming that “these economic truths have become
accepted as self-evident,” he asserted that “we have accepted, so to speak, a second Bill of
Rights under which a new basis of security and prosperity can be established for all—
regardless of station, race, or creed.” He then listed the economic and social entitlements
included in this second bill of rights—a refinement of the NRPB’s earlier nine-item list, and,
like it, beginning with the “right to a useful and remunerative job” and the “right to earn
enough to provide adequate food and clothing and recreation.”89

Framing these entitlements as “rights” rather than “economic policy objectives” may not
guarantee that the government will actually fulfill its obligations, but there was nothing wide-
eyed about the New Dealers’ willingness to make the commitment. They believed that
policies were available that actually could secure the rights in question—beginning with the
right to decent work. As President Roosevelt stated in his Four Freedoms speech, it was not a
“vision of a distant millennium.” It was an agenda for reaching an immediate and achievable
goal.

Beginning with the key insight that jobs could be provided for unemployed workers in the
same way that other social-welfare benefits could, the New Dealers had fashioned a strategy
for providing employment assurance that was eminently doable. When wartime spending
appeared to confirm Keynes’s premise that a market economy could spend its way to full
employment without going to the trouble of operating programs like the WPA, it merely
reinforced the confidence of progressives in their ability to secure the right to work while
giving them a less contentious way of describing their objective—the achievement of full
employment.

The tragedy is that they forgot they had two strategies for achieving full employment and
also forgot the association of that goal with securing the right to work. Fully embracing the
Keynesian full-employment strategy, they abandoned both the New Deal direct job-creation
strategy and the rights-based claims the New Dealers asserted to describe their employment
and social welfare policy goals. Generations of progressive economists came to believe that
their job in the battle against unemployment was to induce the economy to grow fast enough
to achieve full employment—without ever asking how successful they were in securing the
right to work.

The CES had a more balanced view. The Committee’s report recognized that the



“stimulation of private employment” was an important part of the strategy for providing
workers with employment assurance, but they saw no reason to rely exclusively on the
success of that effort. The Committee’s employment assurance strategy was shaped by social
workers who knew from long experience that the scourge of unemployment had never been
limited to economic downturns, nor to slackers angling for a handout. Harry Hopkins
expressed their view in the following terms:

[People] suggest that we make relief as degrading and shameful as possible so that people will want to get “off.”
Well—I’ve been dealing with unemployed people for years in one way and another and they do want to get off—
but they can’t, apparently, get “off” into private industry. Well—if they can’t get off into private industry, where
can they turn if they can’t turn to their government? What’s a government for? And these people can be useful to
America; they can do jobs no one else can afford to do—these slums, for instance. No private concern can afford
to make houses for poor people to live in, because any private concern has got to show a profit. Why, we’ve got
enough work to do right here in America, work that needs to be done and that no private concern can afford to
touch, to lay out a program for twenty years and to employ every unemployed person in this country to carry it
out.90

Therefore, while acknowledging the government’s obligation to do what it could to stimulate
private-sector employment, the CES report recognized the need for the federal government to
back up that effort with a commitment to provide “public employment for those able-bodied
workers whom industry cannot employ at a given time,” and to do so, not only in “periods of
severe depression,” but in “normal times” as well.91

Given the nature and scope of this commitment—and particularly its focus on filling
whatever employment gap the private sector failed to close—it may be fair to say that the
principal goal of the New Deal’s direct job-creation strategy was not to end the Great
Depression but to help people survive it. It was a social-welfare strategy whose synergy with
Keynesian economic policy was not perceived at the time—for the simple reason that the
strategy was conceived and implemented before Keynes’s General Theory had even been
published.

The progressive economists who embraced Keynes’s work a few years later lack this
excuse for failing to recognize the advantages of using a direct job-creation strategy to deliver
a Keynesian fiscal stimulus to a depressed economy. Moreover, their blindness to the social-
welfare contribution of the New Deal strategy also prevented them from truly comprehending
the value of the New Deal strategy apart from its fiscal impact.

The true irony, though, is that the full implementation of the CES’s employment assurance
strategy would have automatically incorporated the benefits of Keynesian countercyclical
policy without anyone knowing it was doing so. The reason for this is simple. Spending on a
direct job-creation program designed to secure the right to work would be naturally
countercyclical in its effect—just like spending on unemployment insurance, another social
welfare program conceived without the benefit of Keynesian economic theory. In other
words, even if the countercyclical virtues of Keynesian fiscal policy had never been
discovered, the New Deal’s direct job-creation strategy could have functioned perfectly well
to both secure the right to work and dampen the business cycle.92 Unfortunately, the same is
not true of Keynesian measures implemented in ignorance of the virtues of direct job
creation.

The Great Recession
In February of 2009, President Obama proposed, and Congress enacted, the American
Recovery and Reinvestment Act (ARRA), a two-year $787 billion Keynesian fiscal stimulus.
It was estimated at the time that the ARRA would “save or create” 3 to 4 million jobs, and



subsequent analyses have confirmed that the programs did indeed perform as predicted, even
though its job-creation effect was disguised by the fact that the recession’s negative effect on
employment levels was greater than the ARRA’s positive effect.93

I have argued elsewhere that if the New Deal’s direct job-creation strategy had been
pursued with the same resources, it could have reduced the national unemployment rate either
to its pre-recession level of 4.5 percent or to the genuine full-employment level of 2 percent
in less than a year, while providing a substantially larger fiscal stimulus than the ARRA
furnished to the private sector.94

The job-creation program I modeled would have provided not only officially unemployed
workers, but also involuntary part-time workers and discouraged workers with their
preference of either part-time or full-time employment producing relatively labor-intensive
public goods and services.95 I assumed the jobs would have paid the same wages as similar
jobs in the private or regular public sectors of the economy, and program participants would
have been provided the same health insurance benefits as federal government employees. To
the extent possible, persons employed in the program would have been offered positions
comparable in skill level and responsibility to those they previously occupied. Employment
in the program would also have been treated as regular employment for tax purposes, for
establishing eligibility for government benefits, and for asserting legal rights—including the
right to unionize.

Based on these assumptions, I estimated the program’s average job cost at $46,800
annually.96 However, because such a program would generate additional government
revenues (e.g., income and payroll taxes) and savings (e.g., reduced unemployment insurance
and Medicaid expenditures), the additional funding required to cover its true “net cost” would
have averaged only $24,189 per job. Based on these figures, the budgeted cost of creating the
12.2 million jobs that I estimated would have been needed to reduce the nation’s
unemployment rate to its pre-recession low of 4.5 percent would have been approximately
$571 billion the first year, but the program’s net cost would have been only $295 billion.
Reducing the nation’s unemployment rate another 2.5 points to the genuine full employment
level of approximately 2.0 percent would have increased the program’s first-year net cost by
another $130 billion, bringing the program’s’ total net cost to $425 billion.

How much the program would have cost the second year would have depended on the size
of the program’s multiplier effect and how quickly private sector investment recovered from
its recessionary levels. My model projects that the multiplier effect of program spending
would have induced private sector employers to create 4.9 million jobs over and above those
created in the program, with most of that job creation occurring during the program’s second
year. That means the program would have needed approximately that many fewer jobs during
its second year of operations, for a net program savings of about $170 billion, compared to
the program’s first-year cost. The program’s total two-year net cost accordingly would have
been about $679 billion—about a $100 billion less than Congress voted to spend on the far-
less-effective ARRA.

Why is the New Deal strategy so much more effective at creating jobs than the standard
Keynesian strategy exemplified by the ARRA? There are several reasons, but the two most
important ones are what I call the direct job-creation strategy’s “twofer” effect (as in “two for
the price of one”) and the government’s ability to create jobs at a lower average cost in such a
program than the cost of stimulating the private sector to create the jobs.

The “twofer” effect of a direct job-creation program refers to its ability to create jobs both
directly and indirectly.97 When you use stimulus dollars to pay for SNAP benefits (food
stamps), the government in effect pays for two benefits. The first is the benefit that food
stamps provide to their recipients. The second is the private-sector job-creation induced by



the government’s expenditures on the program (assuming additional deficit spending is used
to fund the benefits). When you use stimulus dollars to provide jobs in a direct job-creation
program, both of the effects you purchase consist of jobs. First, you get the jobs provided by
the program itself, but you also get the private-sector job-creation induced by the
government’s spending on the program.98 This is the program’s “twofer” effect. Add to it the
value to the community of the additional public goods and services produced by the direct
job-creation program, and you have a third benefit for taxpayers.

The same effect occurs, of course, when the government uses stimulus dollars to purchase
goods or services from private businesses and the businesses hire unemployed workers to
produce them; but that brings us to the second major reason why the direct job-creation
strategy is more effective in creating jobs than the Keynesian strategy. It turns out, for a
variety of reasons, that a job can be created in a direct job-creation program for about half of
what it costs the government, on average, to induce the private sector to create one. The
reasons for this advantage include the following:

1. The tendency for private businesses to increase the hours of work of already employed workers rather than add new
workers to their payrolls—especially during a recession;

2. The tendency for direct job-creation programs to employ more labor-intensive methods of production than the private
sector uses, and to deliberately choose labor-intensive over capital-intensive projects;

3. The fact that the money used to create jobs in a direct job-creation program is not diminished by the earnings paid to
owners of private businesses or the depreciation allowance the owners of those businesses retain as compensation for
the use of pre-existing capital goods that are not replaced (or whose replacement is delayed until after the recession is
over);

4. The fact that unemployment tends to be concentrated among lower-wage workers rather than higher-wage workers, so
that the average wages paid by a program that provides jobs only to unemployed workers tends to be lower than the
average wages paid to a cross-section of the national labor force—the typical profile of employment generated by a
stimulus-induced increase in the economy’s overall rate of economic growth.

Taken together, the “twofer” effect and the lower cost per job of the direct job-creation
strategy mean that a billion dollars spent on direct job-creation is likely to produce two to
four times as many jobs as the same expenditure on unemployment insurance and SNAP
benefits (which are representative of the types of stimulus spending that generate the biggest
multiplier effect on private-sector employment). Compared to types of stimulus spending
with a small multiplier effect (e.g., the retention of the so-called Bush-era tax cuts) the direct
job-creation strategy is ten to twenty times as cost effective.99

As if this were not enough, the New Deal direct job-creation strategy has four other
economic advantages over the standard Keynesian strategy for combating unemployment.
First, its job-creation effect is achieved much faster. It is “front-loaded” in the sense that most
of the jobs attributable to the strategy are provided immediately—or as soon as the program
can be up and running—whereas the peak employment effect of a standard Keynesian
stimulus takes about eighteen months to achieve.

Second, the New Deal strategy has a natural tendency to target its job-creation effect on
the individuals, population groups, and communities that most need jobs. The burdens of
joblessness are unequally distributed, with disadvantaged population groups bearing
substantially more than their fair share of the pain. Unfortunately, the job-creation effect of
conventional Keynesian stimulus strategies does little or nothing to correct this imbalance.
The same economic forces that cause private-sector job losses to be concentrated among
disadvantaged workers tend to direct private-sector job gains away from them. A direct job-
creation program that provided work for all job seekers would disproportionately benefit the
members of disadvantaged population groups, and it would do so automatically. A direct job-
creation program that provided work for only some of the unemployed could achieve the
same goal with eligibility requirements that take the length of time a person has been



unemployed and his or her need for work into consideration in allocating employment
opportunities.

The third advantage of the New Deal strategy is that it delivers its private-sector fiscal
stimulus in a way that is likely to maximize its anti-cyclical effect. The revenue losses that
businesses suffer during a recession flow primarily from rising unemployment rather than
whatever economic problems triggered the recession in the first place. Businesses that are
otherwise healthy and well-managed lose their customers because their customers lose their
jobs. The fiscal stimulus provided by a direct job-creation program would reverse this
process. The resumption of ordinary consumer spending by re-employed workers would fill
the very same gap in the balance sheets of local businesses that rising unemployment created
in the first place. Why does this matter? Under conventional stimulus approaches, the
government increases spending in places and in ways (e.g., new infrastructure projects) that
bear little immediate connection to the losses most businesses have suffered. Eventually, the
multiplier effect of the stimulus spending spreads through the economy, but it takes time, and
this delay can mean the difference between life and death for stressed businesses. Because it
would deliver its fiscal benefits to the very same segments of the economy that suffered
income losses as unemployment grew, the direct job-creation strategy would help insulate
otherwise healthy firms from the harmful effects of the recession, and in doing so, it would
provide a more stable foundation for the resumption of self-sustaining economic growth.

Finally, the New Deal strategy is much better designed than the Keynesian strategy to stop
recessions from feeding on themselves. The rapid deployment of a large, direct job-creation
program at the beginning of a recession could reduce the depth of the recession more than the
deployment of a large Keynesian stimulus package like the ARRA. This is because, as just
noted, most of the job losses and attendant economic harm that occur during a recession are
the consequence of earlier job losses rather than being linked to the tendencies or events that
triggered the economic contraction in the first place. It is this downward spiral of job losses
leading to further job losses that turns a business correction into a recession. If the initial job
losses associated with a recession could be stopped from triggering further job losses,
periodic slowdowns in economic activity would still occur. There might even be recessions,
but they would not be as deep. By offering immediate re-employment to laid-off workers, a
direct job-creation program would prevent their job losses from triggering further job losses.
That alone might be enough to stop a recession in its tracks, but even if it did not, it would
lessen its severity.

Sadly, the employment-assurance leg of the CES’s overall strategy for securing
everyone’s right to an adequate income has languished, with progressives failing even to
understand what their predecessors abandoned as a result of their pursuit of the seemingly
easier path to full employment promised (but only rarely delivered) by the Keynesian
strategy. The advantages of the direct job-creation strategy over the Keynesian strategy are so
clear and so great that the attachment progressives continue to show to the latter seems
almost perverse. It is long past time for progressives to shed their Keynesian bias and start
learning from the New Deal.
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The New Deal and the Creation of an
American Welfare State

GERTRUDE SCHAFFNER GOLDBERG

We can never insure one hundred percent of the population against one hundred percent of the hazards
and vicissitudes of life, but we have tried to frame a law which will give some measure of protection to the
average citizen and to his family against the loss of a job and against poverty-ridden old age.… This law,
too, represents a cornerstone in a structure which is being built but is by no means complete. It is a
structure intended to lessen the force of possible future depressions.

—Statement of President Franklin D. Roosevelt in Signing the
Social Security Act, August 14, 1935

Social Welfare: Then and Now
When Franklin Roosevelt took the oath of office in March 1933, there was no American
welfare state to cope with the ravages of a Great Depression. Since 1930, the nation had
weathered a severe collapse and mounting unemployment—nearly 25 percent by 1933.
Roosevelt’s predecessor, President Herbert Hoover, opposed direct federal relief to millions
of hungry and homeless people, even though aid from lower levels of government and private
sources was disastrously deficient. “For three severe winters, 1930, 1931, and 1932,” wrote
Harry Hopkins, the administrator of federal relief in the Roosevelt administration, “the
unemployed of the United States had suffered untold misery.”1

Historian Arthur Schlesinger, Jr., described the utter paucity of resources to cope with the
severest depression in the nation’s history:

And so, through the winter of 1931–32, the third winter of the depression, relief resources, public and private,
dwindled toward the vanishing point. In few cities was there any longer pretense of meeting minimum budgetary
standards. Little money was available for shoes or clothing, for medical or dental care, for gas or electricity. In
New York City, entire families were getting an average of $2.39 a week for relief. In Toledo, the municipal
commissary could allow only 2.14 cents per meal per person per day. In vast rural areas, there was no relief



coverage at all.2

Three-quarters of a century later, when the Great Recession struck, the U.S. welfare state was
able to cushion some of the effects of mass unemployment. Elected, like Franklin Roosevelt,
in a time of crisis, President Barack Obama inherited social welfare programs initiated by
Roosevelt’s New Deal. The Roosevelt administration first mounted temporary relief
programs to reduce the “untold misery.” Not long after, Roosevelt and his fellow New
Dealers began a campaign for permanent economic or social security programs in a nation
long schooled in self-reliance. What were the temporary relief measures of the New Deal?
What role did the New Deal play in the achievement of permanent social welfare programs?
What other forces were at play? How significant were the permanent programs? How did the
programs born in the Great Depression mitigate suffering in the Great Recession? Finally,
what can the New Deal teach us about meeting current challenges to economic and social
security?

The New Deal Legacy and the Great Recession
When the Great Recession struck, social welfare programs were on hand to reduce mass
suffering and privation. Instead of the deep downward spiral of diminishing consumption,
rising unemployment and collapsing production of the early years of the Great Depression, its
twenty-first-century counterpart remained a recession—a Great Recession, but nonetheless
much lower on the Richter scale of economic cataclysm.

Feeding the hungry in the Great Recession did not require a three-year struggle for new
federal relief. Food stamps (SNAP), a program born in the Depression, could feed increasing
numbers of hungry people. In the first two years of the Great Recession, food stamp
beneficiaries increased by 14.3 million.3 According to the president of a national anti-hunger
organization, “The program’s almost a model countercyclical program, in the sense that as
more people are unemployed, as more people’s wages fall, food stamps can step in quickly
and effectively to pick up some of the slack and ameliorate some of the pain.”4 The cost of its
expansion was paid for, in part, by funds from the American Recovery and Reinvestment Act
(ARRA, or the “Obama stimulus”). Another New Deal program, unemployment insurance
(UI), was available to aid millions of jobless workers. UI expenditures increased nearly
fivefold (4.84) between 2007 and 2010, keeping 3.3 million Americans out of poverty in
2009.5 The length of time that a worker can collect benefits during normal times, usually 26
weeks, was increased by an extended benefits program enacted by Congress in 1970 and by
the Emergency Unemployment Compensation Program (EUC) of 2008. Workers who
exhaust regular UI and EUC benefits are eligible for additional coverage, depending on the
level of unemployment and the laws in their states. In July 2012, after reduced coverage in
six states, benefit length for newly unemployed workers ranged from forty-six to ninety-nine
weeks, with the modal number being seventy-three, and 58 percent of the states covering
seventy or more weeks.6 Unemployment insurance is a New Deal program available since the
mid-1930s, and there has been a precedent since 1970 for extending its benefits with federal
financial support during periods of recession.7

The availability of social welfare programs and the relative ease with which they were
expanded early in the recession may be one reason why, for three years after the crash, there
was little protest from the unemployed, underpaid, or foreclosed—until public service
workers, threatened with loss of collective bargaining rights, struck back in Wisconsin, and
Occupy Wall Street, protesting a wide range of inequities. Contrast this with the three years
following the stock market crash of 1929, when the neglect of catapulting need aroused



substantial organized protest by and on behalf of the unemployed (see Chapter 4 for
discussion of popular movements during the Great Depression).

Social welfare, though meeting some need in the Great Recession, has its limits. Food
stamps, even with fewer holes than other safety net programs, has very low benefits and was
serving just 75 percent of potentially eligible individuals or families in 2010.8 Moreover, to
paraphrase a placard of Occupy Wall Street: “We didn’t get an education to be on food
stamps.” Even though suffering was less widespread than in the early 1930s, it was still
severe. Although the proportion of jobless workers collecting benefits rose during the height
of the recession, a report early in 2013 put the rate at less than half; extended benefits,
moreover, do not last forever.9 On average, not even 50 percent of a worker’s earnings are
replaced by UI.10

Has the rest of the social welfare system stood the test of a Great Recession? The old age
and disability insurance system, known popularly as Social Security—the foremost legacy of
New Deal social reform—continues to pour billions of dollars into the hands of the elderly,
the disabled, and the widows and children of retired, deceased, and disabled workers, thereby
maintaining their purchasing power. Moreover, the reduction of the Social Security payroll
tax became a source of relief to workers and a stimulus to consumption when Congress
lowered it in 2011 and 2012.

One program that did not respond to the economic crisis was public assistance for needy
families with children. Aid to Families with Dependent Children (AFDC), one of the public
assistance programs established by the Social Security Act (initially “Aid to Dependent
Children”), was repealed in 1996 and replaced by Temporary Assistance for Needy Families
(TANF). The new program has lifetime limits on benefits and strict work requirements that
were hard for many recipients to meet before the crisis and impossible for many more in its
wake. According to Chairman of the Senate Finance Committee Max Baucus, “A welfare
system focused on jobs can work when there are plenty of jobs, … But that kind of system
poses harsh realities when a recession sets in.”11 What the senator overlooks is the chronic
shortage of jobs and the very low wages of those that do exist, particularly for women with
the labor market handicaps of many single mothers.12 Public housing, also enacted during the
New Deal, has never been an entitlement in the sense of providing shelter to all who are
eligible. In Dallas, when the housing authority began accepting applications for the first time
in five years, 21,000 people applied for 5,000 places.13 Yet Congress reduced the 2012
budget of the Department of Housing and Urban Development (HUD) by nearly $4 billion.14

New Deal Emergency Relief
There was no question that the federal government would provide relief when Franklin
Roosevelt became president. That had been a promise of the Democratic Party platform and
its standard-bearer. While Roosevelt held that the expenditures of cities, states, and the
federal government must be reduced, he was “utterly unwilling that economy should be
practiced at the expense of starving people.” It was the obligation of government to prevent
the starvation of those who try but are unable to maintain themselves—“not as a matter of
charity, but as a matter of social duty.” If lower levels of government are unable to fulfill this
obligation, “it then becomes the positive duty of the Federal Government to step in to help.”
Quoting the Democratic national platform, he said that the federal government has a
“‘continuous responsibility for human welfare, especially for the protection of children. That
duty and responsibility the Federal Government should carry out promptly, fearlessly and
generously.”15 Roosevelt’s rhetoric, however stirring, often exceeded the New Deal’s deeds.



With the Federal Emergency Relief Administration (FERA) of 1933, however, the New Deal
broke historical precedents by financing direct relief to millions of needy Americans.
According to the most knowledgeable officials, the combined budget for relief and public
works was just over a fourth of what was needed.16 Nonetheless, social-welfare historian
Walter Trattner regards FERA as “a tradition-shattering statute that opened up an era of
federal aid that had momentous consequences for social welfare.”17 Appointed administrator
of FERA, Harry Hopkins had directed New York State’s Temporary Emergency Relief
Administration, established by then-Governor Franklin Roosevelt.

Hopkins, it should be noted, had spent his life working for the poor. Indeed, the Roosevelt
Administration included a number of other persons with lifelong commitments to social
reform or civil rights, like Labor Secretary Frances Perkins, Interior Secretary Harold Ickes,
Jr., and, though she had no official position, First Lady Eleanor Roosevelt, the preeminent
New Deal humanitarian. One searched for advisors and appointees with such qualifications in
the first Obama Administration. An exception was Labor Secretary Hilda Solis. A former
congresswoman, Solis had a strong background in worker and immigration rights but, as a
member of the Cabinet, she was barely visible to the public, much less a vocal advocate for
an extension of labor rights. As this discussion will show, Hopkins particularly, and Perkins
as well, stand out as proponents within the FDR administration of more progressive social
welfare measures, available to all workers and, in Hopkins’s case, without invidious
distinctions among various needy populations. In referring to the close relationship between
Roosevelt and Hopkins, Perkins wrote “Roosevelt was greatly enriched by Hopkins’s
knowledge, ability, and humane attitude toward all facets of life.”18 The presence of
outstanding reformers in the Obama Administration might have made such differences, but
the choice of advisors is, of course, that of the president.

FERA either shared the cost of relief with the states or, if states lacked the wherewithal,
picked up most of the tag. The federal share of FERA relief was approximately 70 percent,
but in some states, notably in the South, where revenues were especially depleted,
Washington paid 95 percent or more of relief expenditures.19 Innovation in temporary relief
programs went beyond financing. Some aid was in the form of work relief—currently called
“workfare”—in which recipients worked for their relief checks. Hopkins preferred work
programs like those in the Works Progress Administration (WPA), established later in the
New Deal. The unemployed who got jobs in the WPA, Hopkins wrote, were inclined to think
of themselves as “working for the government” instead of being on relief.20

Another FERA innovation was more adequate benefits. Average relief grants for the
country as a whole about doubled in less than two years, between May 1933, when FERA
was initiated, and January 1935.21 According to a representative of the American Association
of Social Workers, “perhaps the greatest thing that has been done to the worker by the
Federal Emergency Relief Administration is that it has for the first time given assistance …
that was way over and above anything that we have known in our state poor laws.”22

Nonetheless, as Hopkins himself regretted, “We have never given adequate relief.”23

The New Deal and Social Welfare Reform
The Social Security Act of 1935 and the 1939 amendments that significantly expanded it are
the principal social welfare reforms of the New Deal. The complicated history of this
legislation is well beyond the scope of this chapter. In a time when confidence in
government’s ability to solve problems remains low, it is important to understand how New
Dealers took advantage of an economic crisis to make a case for a larger government role in



economic security. The timing of reform was important to New Dealers, and is also of
contemporary interest, given President Obama’s advocacy of health care reform rather early
in the course of a Great Recession. The provision of federal relief to the unemployed was a
clear break with tradition, but it was temporary. How did the unemployed fare with the
permanent measures? Finally, how much economic security would be met by the permanent
social welfare reform, and how conducive was its framework to further expansion of social
provision?

Framing the Message
Soon after becoming president, Roosevelt told a New York Times reporter, “We’ll be social-
minded enough in another year to make a beginning in a great social reform which must be
carefully adapted to our special conditions and needs.” The “great social reform” was social
insurance. Despite what the Depression should have taught the American people, Roosevelt
held that “a nation has to be educated to the point where reforms can be assimilated without
dangerous spasms of indigestion.”24 Popular movements, of course, help with digestion and
often include not only those who advocate for themselves but “conscience constituents” who
favor benefits or justice for others.25 Evidently, FDR was not being too cautious about the
need to educate the public. Frances Perkins who headed the Cabinet-level Committee on
Economic Security (CES) that planned the Social Security Act, reminded her colleagues that
“this was the United States in the years 1934–35.” Thus, their recommendations needed to
take into account “the needs of our country, the prejudices of our people, and our legislative
habits.”26

According to political scientist George Edwards III, even presidents renowned for their
communication skills do not change the minds of those they govern. Instead, they focus the
public’s attention on a particular issue, framing or setting the terms of the debate.27 Rather
than changing values, they point out the applicability of widely held values to a policy they
favor.28 Once is not enough: “It is likely that reaching the public will require frequent
repetition of the president’s views.”29

The New Deal security message was frequently intoned, usually associating it with
enduring values and with prevention of depressions or aid to its casualties. Historian Elmer
Cornwell, Jr. observed:

F.D.R.’s tactic was much more than mere repetition, though this was useful, no doubt, in lending familiarity to the
ideas involved. He attempted also to clothe the apparently unorthodox in the garb of the familiar. Over and over he
insisted that what he was going to propose was not alien to American values, but a mere fulfillment or rediscovery
of elements already present.30

In his message to Congress in June 1934, Roosevelt declared his intention to undertake “the
great task of furthering the security of the citizen and his family through social insurance.”31

He set forth the themes that were to be repeated by him and his associates in their effort to
make the nation more “social-minded” and more receptive to the idea of government-assured
security. “Security” was concerned with common desires for decent homes, productive work
and “some safeguards against misfortunes which cannot be wholly eliminated in this man-
made world of ours.” The objectives themselves were traditional, but they could no longer be
achieved “through the interdependence of members of families upon each other and of the
families within a small community upon each other.” In modern society, there were
unavoidable “misfortunes” or what Roosevelt also referred to as “the hazards and vicissitudes
of life.” It was not just a matter of individual responsibility or self-reliance. This being the



case, “we are compelled to employ the active interest of the Nation as a whole through
government in order to encourage a greater security for each individual who composes it
[emphasis added].” To allay fears of a radical departure, he pointed out: “This is not an
untried experiment. Lessons of experience are available from States, from industries and from
many nations of the civilized world.”

An important theme was the relationship of economic security to freedom. In
Harrodsburg, Kentucky, Roosevelt looked forward to giving to all the people of the nation
“the fulfillment of security, of freedom, of opportunity, and happiness which every American
asks and which every man [sic] is entitled to receive.”32 This was one of many attempts to
integrate security with the old social philosophy that put political liberty on a pedestal. In a
Fireside Chat in November 1934, this weaving of old and new was apparent: “I prefer and am
sure you prefer that broader definition of liberty under which we are moving forward to
greater freedom, to greater security for the average man [sic] than he has ever known before
in the history of America.”33 Thus Roosevelt was creating a new social paradigm consonant
with reform and at the same time integrating it with traditional American values.

Repetition was important. Roosevelt referred to the bill no less than twenty-five times in
press conferences from February 1934 to August 1935.34 Other New Dealers joined in
popularizing the security concept. Urged by Roosevelt to discuss the issue as much as
possible, Frances Perkins made more than 100 speeches, “always stressing social insurance as
one of the methods for assisting the unemployed in times of depression and in preventing
depressions.”35

Timing: Recovery and Reform.
Less than a year and a half into his first term, when he started to promote permanent social
welfare reform, Roosevelt could point to the administration’s accomplishments: “On the side
of relief we have extended material aid to millions of our fellow citizens. On the side of
recovery we have helped to lift agriculture and industry from a condition of utter
prostration.”36 The country was somewhat better off than when he took office, but the road to
recovery was still long and uncertain. In 1934, unemployment was almost 20 percent but
nonetheless down 14 percent from the previous year; progress in industrial production was
better, up almost 30 percent since its 1932 nadir.37 Things were better, but “the surge of
recovery subsided,” and between the spring of 1934 and the spring of 1935, “the country rode
at anchor.”38 Nonetheless, Roosevelt was determined to move ahead, for he thought 1936
might bring a change of administration.39 Furthermore, he felt the opportunity for reform was
a narrow window that could be shut by recovery. The historian David Kennedy alludes to
Roosevelt’s “sensitivity to the relationship between economic crisis and political
opportunity,” citing a reference in his second inaugural address to improvements in the
economy as “portents of disaster!”40

Other New Dealers also wanted to seize the day. Perkins told a conference of social
workers that “this is an opportune time to launch a far-sighted security program.… Recovery
has not proceeded to the point that we have forgotten the social ills produced by the
depression.”41 Carpe diem was also urged by Senator Robert Wagner (D-New York) in
introducing the Economic Security Bill: “While the horror of depression is still fresh upon
our memory we are taking decisive steps to shake off its lingering aftermath, to prevent its
recurrence, and to set up safeguards for those who may suffer in the future from economic
forces beyond the control of the individual”42 Note Wagner’s reference to the insufficiency of
self-reliance.



The midterm elections of 1934, some months after Roosevelt began to push for social
insurance, were a resounding victory for his party and encouraging to reform. By contrast,
Barack Obama made healthcare reform the priority of his first two years in office, even
though unemployment was higher than when he took office, and he lost control of Congress
in a midterm election in which the achievement of reform was, if anything, a liability. In the
1934 midterm election, Democrats gained a three-to-one lead in the House and Senate, the
greatest majority ever held by either party and the only time in modern history that the party
holding the White House has increased its standing in midterm elections.43 Yet the 1930s
Democratic Party was a mix, with some to the left of Roosevelt and Southern legislators
protecting their region’s low-wage economy and white supremacy. Nonetheless, to Hopkins,
the election results were a golden opportunity: “Boys—this is our hour. We’ve got to get
everything we want—a works program, social security, wages and hours, everything—now
or never.”44 In the following year, both a works program and Social Security were enacted.
Wages and hours came later, in the 1938 Fair Labor Standards Act.

Reform and Relief
Only a few weeks before proposing the Economic Security Bill (later Social Security Act) to
Congress, Roosevelt declared, “The federal government must and shall quit this business of
relief.” He then proceeded to say what would be done for the 5 million people then on federal
relief rolls. About 1.5 million were, through no fault of their own, unable to maintain
themselves independently. In the past they were dependent on the states, counties, towns,
cities, churches, and private welfare agencies. FDR stated that “Local responsibility can and
will be resumed,” and the security legislation he would soon propose would assist state and
local governments to provide relief for the group he designated as “unemployable.”

The remaining larger group on the federal relief rolls numbered 3.5 million. These were
“victims of a nation-wide depression caused by conditions which were not local but
national.” The federal government, Roosevelt held, “is the only governmental agency with
sufficient power and credit to meet this situation.” For this group he proposed a new program
of emergency public employment. He outlined its principles: that all work undertaken should
be useful, “in the sense that it affords permanent improvements in living conditions or that it
creates future new wealth for the Nation.” Another principle was that compensation on
emergency public work projects would be in the form of security payments, larger than a
“relief dole” but not large enough to be a disincentive to private employment. The public
works program would be an emergency measure: the Works Progress Administration was
enacted as the Emergency Relief Appropriation Act of 1935 in April of that year and renewed
annually until its demise in 1943.45 According to Josephine Brown, an administrator in the
federal relief program and author of a definitive history of public relief in the 1930s, “These
changes were entirely consistent with the original intention of the Federal Administration to
attack the unemployment problem by providing work. The FERA was looked upon as a
temporary expedient, a stop-gap, to be liquidated as soon as possible.”46

How well did the WPA and other federal work programs like the Civilian Conservation
Corps meet the needs of the unemployed? In early 1936, the number on work projects was
about 3.85 million, the vast majority on WPA. On average during the period from 1935 to
1940, the total number served by federal work programs averaged from 2.3 to 4.6 million. At
its peak, the number employed represented less than half of the estimated unemployed, and
throughout the period the average number served was between one-quarter and one-third of
the unemployed.47



The Permanent Programs
The Social Security Act of 1935 was primarily interested in the future security of the
American people and in prevention or easing of the effects of future depressions. It enacted
the nation’s first national social insurance programs, available on the basis of the
contributions of employers and employees and hence without the stigma of relief.
Unemployment insurance was an acknowledgement after centuries of blaming those without
work for their condition that unemployment could be involuntary and through no fault of
their own. There would also be a permanent federal presence and financial contribution to
public assistance. In that sense, the federal government did not entirely “quit this business of
relief” but did reduce its financial commitment to the 1.5 million. Whereas it had been
footing 70 percent or more of the relief bill, it would be sharing with the states a smaller
proportion of the assistance programs, but, it should be noted, all of the costs of the work
programs. The assistance programs were presumably for unemployable people, but as the
numbers showed, there were many employable people not served by the work programs, and
further, the term “unemployable” was inaccurate because many men and women who might
seem unemployable had been made temporarily so by prolonged unemployment and poverty.
Many of those people became employable when employment opportunity was abundantly
available during World War II.

As the description of each of the Social Security programs will show, they were limited in
the risks they covered and the level of benefits. In signing the Social Security Act, Roosevelt
hailed it as an historic achievement but acknowledged that it “represents a cornerstone in a
structure which is … by no means complete.”48 Indeed, the cornerstone could give rise to a
larger and more secure structure over time that would cover more risks and more vulnerable
population groups. Nonetheless, the division of the Act into insurance and assistance
programs has created an enduring divide between the beneficiaries of the insurance programs,
who see themselves as having earned their benefits through the contributions of employment
and payroll taxes by themselves or their breadwinners, in contrast to the recipients of means-
tested benefits that are perceived as unearned. Harry Hopkins, for his part, had advocated for
a more progressive approach: that relief and social insurance be lumped together, that relief
payments be called “unemployment” or “old age insurance,” and that payment be made as a
matter of right and not of need. Roosevelt, however, saw this as the very thing he had been
against for many years—“the dole.”49

Social Insurance
The two major risks to income security covered in the Social Security Act were only for a
portion of the workforce. The CES proposed that unemployment insurance cover employees
in all firms employing four or more persons, but the House Ways and Means Committee
exempted agricultural labor, domestic service in a private house, and employment in the
nonprofit sector. Similarly, the CES recommended that the old age insurance system be for
all employed persons.50 However, persuaded by members of his department that it would be
difficult to collect taxes from these types of workers, CES member and Treasury Secretary
Henry Morgenthau, later recommended that the House Ways and Means Committee exclude
farm laborers, domestic servants, and employees in establishments employing fewer than ten
people.51 However, it seems certain that the Southern-dominated Congress would have
excluded them anyway. According to Witte, Perkins was strongly opposed to this
amendment.52 She later wrote, “This was “a blow.”53 It was a blow to African Americans, 50



to 70 percent of whom were employed as farm laborers and domestic servants.54

The change in Old Age Insurance between 1935 and 1939 offers one of the most
important lessons for current advocates of social reform. The Townsend Movement, which
had advocated a benefit of two hundred dollars a month for every person over sixty years of
age, did not stop when the Social Security Act fell far short of its goals. It continued to agitate
and was joined by other groups, some focusing at the state level, in what became a pension
movement.55 In 1939, even with a loss of New Deal strength in Congress, the movement
played a part in gains for the elderly at a time when Congress neglected other needs, although
it once again did not come near to achieving the movement’s goals.56

The 1939 amendments made several important changes in Old Age Insurance (OAI). Most
importantly, OAI coverage was extended to dependents and survivors, thus transforming a
program for retired workers that closely resembled private insurance into a family program,
or social insurance. With this change, a worker with dependents could collect more in
benefits than a worker without dependents who had comparable lifetime wages.57

Furthermore, OAI benefits were to begin two years earlier than scheduled, thus providing
income to persons who could not have contributed much to them. It also instituted a
weighted-benefit formula that provides a higher proportion of benefits to contributions to
lower- than to higher-wage workers. Expansion of the program continued. In 1948, the
excluded domestic service workers were covered, and in 1950, agricultural laborers. Risk
coverage extended to disability insurance in 1956; inflation with automatic-cost-of-living
increases in 1972; and partial cost of health care for the elderly (Medicare) in 1965 and for
the disabled, after two years of receipt of disability insurance, in 1972. Clearly, the structure
of Old Age Insurance was expandable.

Unemployment insurance has been less expandable. However, coverage was provided to
excluded groups in the 1970s. Also in 1970, as noted in discussion of benefits during the
Great Recession and its aftermath, the length of time unemployed workers can collect
benefits is extended in periods of high unemployment and with partial or full federal support.

Adequacy
Security is not only a matter of risk and population coverage but of adequate benefits. There
were no requirements regarding benefit levels in either of the insurance programs. The wages
on which benefits were based could be very low. In unemployment insurance, the duration of
benefits is related to adequacy. Typically, benefits have been for 26 weeks or less, leaving
longer-term jobless workers without benefits. As noted, even with some added federal
benefits, current allowances remain low.

OASI benefits were very low in the early years of the program. A survey of seven cities
by the Social Security Board found that in 1940 and 1941 the income from all sources of
between three-fourths and four-fifths of aged beneficiaries fell below the Maintenance
Budget of the federal Works Progress Administration, one considerably below a Bureau of
Labor Statistics City Workers’ Budget.58 Reluctance to burden the workers and employers
during a severe depression was a factor in the size of benefits. However, different funding
sources, such as federal general revenues, could have boosted them.59 Benefits in recent
times have risen somewhat but are still low. In 2010, the average retired worker had an
annual benefit about 8 percent higher than the near poverty level (125 percent of the very
meager poverty standard).



Taxation
Who pays for a social welfare program can, of course, be as important as who benefits. In the
case of Old Age Insurance, payroll taxes levied on workers came under fire for several
reasons: as a burden to workers, as a deduction from their wages, as a regressive tax, and for
reducing consumption, and hence recovery, during a depression. Because of the limit on
taxable wages, workers above the cutoff pay a lower proportion of earnings than those below.
Roosevelt, for his part, was clear about the value of payroll taxes in both of the insurances. In
conferring with public administration specialist Luther Gulick, who had questioned their
value, Roosevelt responded:

I guess you’re right on the economics. They are politics all the way. We put those pay roll contributions there so as
to give the contributors the legal, moral, and political right to collect their pensions and their unemployment
benefits. With those taxes in there, no damn politician can ever scrap my social security program. Those taxes
aren’t a matter of economics. They’re straight politics.60

It has been suggested that this was merely a rationale of the preferences of other actors and
that employees did not contribute to unemployment insurance.61 However, according to
Gulick, Roosevelt referred to the effect of contributions in destroying the “relief attitude.”62

Federally Aided Public Assistance Programs
Categorical Assistance

The Committee on Economic Security and the Social Security Act went against the
recommendations of the Advisory Committee on Public Employment and Relief consisting of
representative social workers and leaders in the field of public welfare and appointed by CES
chairperson Frances Perkins. The Committee had recommended Federal grants to the states
for general relief for all persons in need who could not be provided for on the work programs.
Instead, Congress followed the recommendation of the CES that the federal government only
share in the cost of assistance to certain categories of the needy. The CES proposed that only
the needy elderly and dependent children be covered in the federally aided programs, and
Congress added the blind.

Categorical aid was a characteristic of the Poor Laws with their emphasis on aiding only
the “worthy poor.” The U.S. Children’s Bureau, a division of the Department of Labor, had
long championed and maintained some oversight over state Mothers’ Aid programs. These
had been a progressive departure in the early decades of the twentieth century from the
previous prohibition of any aid to the poor in their own homes. In any case, the Children’s
Bureau had prepared a report to the CES arguing that attempts to provide security for the
unemployed would not benefit families whose breadwinners were absent. For these families,
“special provision must be made.”63 However, they could have been provided for by making
federally aided relief non-categorical. The Bureau, like others in the social services, had
favored careful supervision of single-mother families, and this may be the main reason for its
report’s having advocated “special provision.” Whereas the state mothers’ aid programs had
usually been restricted to white, native-born widows, the Children’s Bureau proposals did not
specify the marital status of the single parent or caretaker of the dependent child.64 This
opened the door to unmarried and divorced parents as well as to African American and
immigrant women, although relief authorities, especially in the South, found ways of
discriminating against them.65

Aid to Dependent Children was itself restrictive, for it did not cover all needy dependent



children. Although it was named “Aid to Dependent Children,” the Social Security Act
limited coverage to children in single-parent families or those in which a second parent was
disabled.66 Thus, most needy children in two-parent families were denied aid throughout the
history of the program. Confining AFDC to one-parent families, overwhelmingly single-
mother families, meant that if fathers were either marginally employed or jobless, their
families could be better off financially without them. Thus AFDC was viewed as an incentive
to single parenthood. How frequently the program provided such an incentive is not known,
but the perception contributed to its unpopularity and ultimate repeal in 1996.

If African Americans were not excluded from ADC on specifically racial grounds,
discrimination against them in the South was rampant until the 1960s, when both the civil
rights and welfare rights movement brought millions of African Americans onto the rolls. An
important source of discrimination was the “suitable homes” policy made possible by the
congressional stipulation that “a state may … impose such other eligibility requirements—as
to means, moral character, etc.—as it sees fit.”67 “Suitable homes” was really a euphemism
for “legitimate children.”68 Since out-of-wedlock births were much more common among
African Americans, the “suitable homes” policy was used to deny aid to thousands of black
children, until it was terminated at the end of the Eisenhower Administration.69

In time, the denial of aid to two-parent families would stigmatize AFDC by race as well as
single motherhood. When the rolls expanded in response to the civil rights and welfare rights
movements, the number of black recipients increased, although they were never the
majority.70 The combination of racism and restriction based on family composition
contributed to the unpopularity and repeal of AFDC.

There were other important omissions to the federal categories of assistance. The disabled,
except for the blind, were excluded, and employable persons not accommodated by the work
programs—including two-parent families with children in which neither spouse was disabled
—would be ineligible. Then and now, individuals and families who do not fall into the
federally aided categories are relegated to general relief which, in most states, is less adequate
and sometimes only available on an emergency, short-term basis.

Beyond the Poor Laws
Although the assistance programs bore marks of the traditional Poor Laws, there were some
differences, in addition to partial payment by the federal government. A very important step
forward was the stipulation in the law that assistance benefits meant “money payments,” thus
providing the choice that comes with cash rather than in-kind benefits. The 1939 amendments
specifically excluded payments to persons in public institutions, thus ruling out federally
assisted relief to inmates of poorhouses. Individuals whose claims to benefits were denied
had a right to a fair hearing before a state agency. Residence requirements that restricted the
mobility of the poor and lessened the financial obligations of local authorities were retained
but limited in length.71 Later, the Supreme Court ruled all residence rights unconstitutional.72

The 1939 amendments outlawed the practice of publicly identifying relief recipients by
requiring states to “provide safeguards which restrict the use or disclosure of information
concerning applicants and recipients” of both Old Age Assistance (OAA) and Aid to
Dependent Children (ADC), and they required that personnel standards for state
administering agencies be on a merit basis. These amendments specifically stated that in
determining eligibility states were to take into consideration the income and resources of an
individual claiming old-age assistance, but it is likely, given their limited resources and the
tradition of the Poor Laws, that states were applying the means and asset tests from the



inception of the program.73

The inadequacy of assistance benefits was another poor law vestige. The CES
recommended that states must furnish assistance to provide “when added to the income of the
aged recipient, a reasonable subsistence compatible with decency and health.”74 Senator
Harry Byrd (D-Virginia) led the successful opposition to this requirement, arguing that it
would place a financial burden on states like his own and would also be a form of “dictatorial
power” over the states by the federal administrator.75 Fifty years later, Wilbur Cohen, on the
staff of the CES and later Secretary of Health, Education and Welfare (now Health and
Human Services), wrote that Byrd was responsible for the bill’s “most significant long-range
loss … the fatal blow that still prevents any effective nationwide quantitative standards in
federal-state welfare.…”76 In the House, representative Howard W. Smith’s (D-Virginia)
opposition clearly showed that an adequate benefit would threaten low-wage labor. Smith
pointed out that if the average farm laborer who earned between $20 and $30 a month were
put on a pension of $30 a month at age sixty-five, it was “not only going to take care of him,
but a great many of his dependents … who could much better be employed working on a
farm.”77 In short, they would not be available to pick cotton. While it has been argued that
excising the “reasonable subsistence” requirement was primarily a means of keeping both
white and black labor cheap, Witte held that “at least some Southern Senators feared that it
could serve as an entering wedge for federal interference with the handling of the Negro
question in the South.”78 In some Southern states, benefits for blacks were even more
inadequate than for whites because federal matching funds were not contingent on paying all
classes of people at the same rate.79

Employment Assurance
The report of the Committee on Economic Security to FDR stated that “the first objective of
economic security must be maximum employment,” and consequently it proposed
“employment assurance” through public works and stimulation of private employment not
only in periods of deep depression but in normal times as well.”80 Recognizing that
unemployment would continue to be a problem well after the Depression, Roosevelt and
Hopkins considered creating a permanent government employment program for those still
jobless after receiving short-term unemployment benefits, typically sixteen weeks in the early
years of the program.81 Hopkins had convinced Roosevelt that the social security bill should
be combined with his job creation program. Witte writes that the acting budget director
objected, and the president agreed to present the bills separately, but the reasons against a
permanent, expensive work program probably go deeper, including likely conservative
opposition to such a permanent program or an admission that unemployment was there to
stay.82 As noted, WPA was enacted as a temporary program that had to be renewed annually,
lasting until wartime employment temporarily solved the unemployment problem.83 As
Perkins wrote in the mid-1940s, “Unemployment insurance stands alone as the only
protection for people out of work.”84

As unemployment rose after World War II, the United States concentrated primarily on
short-term cash benefits for the unemployed, except for a few years during high
unemployment in the 1970s when government job creation and training or “active” labor
market policies were enacted.85 As a result of the failure to assure employment opportunity,
millions of workers and their families—in good times and bad—have suffered economic
privation and been vulnerable to the myriad of social problems associated with
unemployment. As Amartya Sen has written, unemployment has many far-reaching effects



other than loss of income: “psychological harm, loss of work motivation, skill and self-
confidence, increase in ailments and morbidity, and even mortality rates, disruptions of
family relations and social life, hardening of social exclusion, and accentuation of racial
tensions and gender asymmetries.”86

Today, as well, the United States has only a passive labor market policy or cash benefits
for short-term unemployment but still lacks an active labor market policy of job creation or
public employment for workers who suffer longer periods of unemployment. The New Deal
planners had their eye on the insecurity of normal times. They recognized the tendency of
capitalist economies to generate unemployment unless government employs or creates jobs
for those whom the private sector fails to accommodate. In a typical month in the year 2000,
when unemployment was at a thirty-year low of 4.0 percent, 5.7 million people were
officially unemployed and another 7.4 million “hidden unemployed” were either working
part-time because they could not find full-time work, or wanted jobs but were not looking, so
were not counted in official statistics—a total of 13 million.87 The CES planners and FDR
recognized that unemployment was a serious, permanent problem, but they and the Congress
addressed it with only a temporary, partial solution, albeit an innovative and relatively large
one.

Housing
In the famous phrase of his second inaugural address, Roosevelt referred to “one-third of a
nation ill-housed.…”88 The housing problem was not addressed in the Social Security Act,
but measures to deal with it had been enacted during Roosevelt’s famous First Hundred Days.
Two years after passage of the Social Security Act, Senator Wagner’s name would be on
another piece of liberal legislation, the United States Housing Act of 1937 (Wagner-Steagall
Act).

When Roosevelt took office, 1,000 home loans were foreclosed each day.89 In response,
the New Deal created the Home Owners’ Loan Corporation (HOLC), which bought
mortgages from failed banks and modified the terms so families could make affordable
payments and keep their homes, providing HOLC judged they had sufficient income to make
loan payments. In fact, it would not loan to unemployed people and foreclosed on 100,000
homes during the economic downturn in 1938.90 HOLC often counseled delinquent
borrowers and readjusted payment schedules in order to delay or prevent foreclosures when
borrowers fell behind on their payments. On average, loans were delinquent two years before
foreclosure.91 In another example of how New Deal programs discriminated against African
Americans, HOLC instituted the policy of “redlining” or refusing loans to homeowners in
black or racially or ethnically mixed areas.92 HOLC refinanced about 10 percent of non-farm,
owner-occupied dwellings and about 20 percent of those carrying a mortgage.93

With mounting foreclosures in 2008, then-Senator Hillary Rodham Clinton (D-New York)
proposed a new version of HOLC to help homeowners refinance their mortgages. Clinton
argued that “if we are going to take on the mortgage debt of storied Wall Street giants, we
ought to extend the same help to struggling, middle-class families.”94 Unfortunately, federal
policy has been inequitable in the way Clinton feared; the Troubled Asset Relief Program
was supposed to aid 3 to 4 million troubled homeowners, but by the end of 2010, only about
750,000 had been helped.95

The Federal Housing Administration (FHA), created in 1934, also attempted to stimulate
the housing industry and to facilitate homeownership by offering insurance for loans for
upgrading existing housing or construction of new. However, the FHA followed HOLC’s



racially discriminatory evaluation practices, thus disadvantaging those probably in greatest
need of help.96 Today, the FHA lends disproportionately to African Americans and
Hispanics.97 It has contributed to the growth of homeownership from 40 percent of U.S.
households in the 1930s to almost 70 percent currently.98

Resettlement of displaced farm or factory workers was a New Deal housing venture that
joined the goals of relief, employment, and conservation. Both the Public Works
Administration (PWA) and FERA had homestead divisions. Their resettlement communities
combined subsistence farming and part-time employment, offered a chance for home
ownership, and fostered a spirit of cooperation. Together, FERA and PWA developed nearly
sixty such projects. These were taken over by the Resettlement Administration of 1935,
which added over thirty more communities, developed camps providing temporary, decent
housing for migrant Okies, and created the famous “greenbelt” towns.99 Four model
communities were anticipated: “garden suburbs, protected by encircling belts of farm and
woodland, easily accessible to cities, but with the space and tranquillity of the countryside”;
however, only three were built.100 The greenbelt towns were very forward-looking ventures
prefiguring the contemporary “smart growth” movement, which also recognizes the value of
linking housing to jobs and recreational space and a sense of community and place.

Housing reformers and organized labor lobbied vigorously for public housing legislation
—labor standing to gain from jobs in construction as well as housing for workers.101 The
result was the National Public Housing Act of 1937, which established publicly owned and
operated housing, a reform in which the United States was preceded by a number of
European nations. The act, as housing experts Peter Marcuse and Dennis Keating maintain,
“was liberal in that it relied on direct public construction by local housing authorities, which
built, owned and managed the housing under federal government oversight.” On the other
hand, it was made more acceptable to conservatives by limiting eligibility for public housing
to persons with such low incomes that they were not in the private housing market. As
Marcuse and Keating point out, its meager funding also limited any competition with the
private sector.102

A recent review of the legislative process that ended with passage of Wagner-Steagall
credits it with a victory for the reformers.103 If it was, the victory was short-lived. In the first
three years of the program, the dollar value of new public housing construction was $300
million, compared to $6.8 billion for private construction.104 Pointing to its appropriations
and the number of projects that had been built by 1940, New Deal historian William
Leuchtenburg concluded that “the federal housing venture was notable more because it
created new precedents for government action than for the dimensions of its achievements.
Measured by the needs or by the potentialities, Roosevelt’s public housing program could
make only modest claims.”105 Yet, millions of Americans, though not nearly enough, escaped
homelessness, budget-breaking housing costs, or substandard housing.

Health Care
A major omission in the Social Security Act of 1935 was health insurance. Harry Hopkins
was said to be “more interested in it than in any other phase of social insurance,” but even he
realized it would “have to be handled very gingerly.”106 As Perkins recounts, “Powerful
elements of the medical profession were up in arms over the idea of any kind of government-
endorsed system.”107 Even an announcement of a CES study of health insurance, along with
a long list of other studies, evoked an outpouring of protests to President Roosevelt and an
editorial in the Journal of the American Medical Association stating that the administration



was trying to railroad health insurance through Congress without consulting the
profession.108 The AMA and its insurance and Christian Science allies had crushed state
health insurance initiatives in what historian Roy Lubove describes as “a complete disaster.”
The medical profession, Lubove wrote, “emerged from the struggle with an awareness of its
political power and a determination to use it to protect its corporate self-interest.”109

The only health protection in the Social Security Act was grants to the states for maternal
and child health services and services for crippled children (Title V). Witte pointed out that
these may have compensated some for the omission of health insurance, or were advocated
by opponents of health insurance as a means of “killing the proposal for health insurance.”110

President Harry Truman proposed a national health insurance plan that was turned down
by Congress in 1950, a move that led to an expansion of workplace coverage and a
consequent, prodigious growth in the power of private insurance companies. Medicare was
enacted in 1965, as was Medicaid, which provides healthcare to some groups of the poor. In
2009, when Barack Obama became president, there were 49 million persons in the United
States without either private or public health care coverage.111

Learning from the New Deal
In response to the mass unemployment and widespread poverty of the Great Depression,
Franklin Roosevelt’s New Deal mounted large-scale federal relief programs. After coping
with the emergency, FDR launched a campaign for permanent programs, in the case of the
insurances, resembling those initiated by some other industrial countries a half century
earlier. The enactment of major social welfare reform, the Social Security Act of 1935, was
the result of a combination of political factors, including executive leadership and powerful
social movements. The focus of one of those movements, the Townsend Movement on behalf
of the elderly, had a lasting effect on the nation’s social programs: a tilt toward one group in
the population and a tendency to neglect some other populations and risks equally worthy of
attention. On the other hand, the continued advocacy of the pension movement, though it did
not achieve the universal, generous program for the elderly that it sought, was a factor in the
transformation of a program of limited benefits for retired workers into a family program
covering workers’ dependents and survivors.

New Deal social reform left much need unmet—risks ignored, populations, particularly
minorities, covered poorly or not at all, and meager benefits. The insurances were, on one
hand, contributory but financed by regressive taxes. One historian called the United States a
“semi-welfare state.”112 Yet a federal government that had previously eschewed
responsibility for the economic security of its people had now stepped permanently into the
arena of social welfare. For a nation steeped in individualism and laissez-faire, it was a
considerable achievement.

The achievement of modest reform, we learn from the 1930s, can be a cornerstone rather
than a stone wall. The social movement on behalf of the elderly was not strong enough to
achieve its goals in 1935, but it did not fold its tents. In the next four years, it grew in
strength, added new organizations on behalf of the elderly, and exerted pressure that
influenced the previously noted improvements in old age insurance.

The Patient Protection and Affordable Care Act of 2010 (hereafter, Affordable Care Act
or ACA) has been compared to the limited Social Security Act of 1935 that nonetheless
proved expandable.113 That would imply that health advocates should follow the example of
1930s advocates for the elderly by continuing to mobilize and fight for improvements.
However, Dr. Steffie Woolhandler, a professor of public health and co-founder of Physicians



for a National Health Program, which advocates a single-payer program without private
insurance intermediaries, does not consider the Affordable Care Act comparable to the Social
Security Act: “this is a little like saying that we are going to start Social Security by handing
it over to the private pension fund.”114

A private option in Social Security was, in fact, a distinct possibility that Roosevelt
thwarted. An amendment to the Social Security Act, introduced by Senator Bennett Clark (D-
Missouri), proposed exempting from the tax for Old Age Insurance employers with industrial
pension plans paying benefits at least as liberal as the federal program’s. Roosevelt
threatened to veto the bill if it contained this amendment. The result was a decision to deal
with the issue in the next session of Congress.115 In all likelihood, Roosevelt not only
realized that a private option would undermine the system but took on the private pension
movement because it was weak. According to economic historian Steven Sass, “The Great
Depression of the 1930s sent a massive shock wave through the nation’s fragile private
pension system.”116 By the time Congress would have taken up the issue, insurance industry
representatives no longer feared a loss of business because the SSA had awakened interest
and investment in private insurance as a supplement to low Social Security payments.117

Arthur Altmeyer, chairman of the technical board of the CES and chairman of the Social
Security Board in its formative years, gives a different reason: that employers and insurance
companies recognized the difficulties in developing a private option, and that, in any case,
strict governmental controls would have to be imposed.118 Whereas the private pension
system was weak in 1935, private health insurance was formidable in 2010. Still, introducing
a public option into health care for the non-elderly or disabled and the poor was a
compromise between expensive, private intermediaries and a wholly public single-payer
system--one that seems to have been yielded too easily.

Even if one takes Dr. Woolhandler’s position, it is still important for health advocates to
build a stronger movement for universal, affordable care. According to Richard Kirsch, who
was the national campaign manager of Health Care for America Now (HCAN), the beyond-
the-Beltway grassroots campaign that contributed significantly to passage of the Affordable
Care Act, “the fight goes on.”119 In less than two years after its passage, the Supreme Court
upheld the constitutionality of the ACA. Nonetheless, healthcare advocates face a harder
battle than did their 1930s counterparts for social insurance reform: not only fighting for
expansion and improvement but opposing conservative efforts to repeal it. After Old Age
Insurance was declared constitutional in 1937, reformers had only the task of improving it.

Pressure exerted on Congress and the Roosevelt Administration by the Townsend
Movement contributed to the passage of the Social Security Act. Indeed, many Republicans
said “aye” to Social Security, fearing reprisal at the polls if they voted against a bill that
contained benefits for the elderly. In the words of the title to Edwin Amenta’s book on the
Townsend Movement, this was a time “when movements mattered.”

Executive leadership also mattered—in strategic use of pressure from advocates of more
Progressive reform, in timing and in focusing and shaping public opinion. The forces to the
left served moderate reform in several important ways. First, the more radical proposals like
those of the Townsendites and advocates of more progressive financing and taxation made
the administration’s proposals seem a moderate, acceptable alternative. Roosevelt’s
insistence on an omnibus bill was also important, for there is some reason to doubt that public
assistance for children, old age insurance, perhaps even unemployment insurance, would
have been enacted had the administration not insisted on an omnibus bill that used the
coattails of the elderly to gain passage of less popular measures that were nonetheless
important to economic security. It should be noted that neither title for the elderly met the
demands of the pension movement for a flat, universal or non-means-tested benefit for the



elderly or a universal demogrant. Instead, the Social Security Act initiated a small relief
program for the needy elderly, partially funded by the federal government, and work- and
wage-determined insurance for retired workers and, beginning in 1939, their dependents and
survivors.

Timing was an important element of executive leadership. Roosevelt began the campaign
for security legislation relatively early in his administration but not too early to point to some
accomplishments—in relief, modest recovery, and reconstruction. Conditions had improved,
and, although recovery had stalled, Roosevelt had the public’s confidence, as demonstrated a
few months later by the unprecedented victory for his party in the midterm elections. It was a
time when Republican and other opponents to the right were still relatively weak, although
conservative Southern Democrats in the president’s party watered down the legislation before
voting for it.

New Dealers’ push for reform began after moderate recovery, but they did not want
improvements to have progressed to the point where the memory of the terrible insecurity of
the Depression had faded. Roosevelt, aided by other New Dealers, focused public attention
on security. They not only drove home the need for measures that would prevent insecurity,
but Roosevelt, in particular, showed how an industrial order required government to
supplement the traditional sources of economic security, namely, the individual, the family,
and the community. Furthermore, Roosevelt was a master at making reform more acceptable
by emphasizing its compatibility with traditional American values.

At a time like the present, when anti-government ideology forms a wall of resistance to
reform, New Dealers’ rationale for expanded government is a lesson for those whose goals
depend on weakening that wall. As the former HCAN director Richard Kirsch observed, “the
push to repeal the Affordable Care Act is part and parcel of a broader attack on the role of
government overall and in particular in health care.”120

Those who mount a counterattack on the ideology that undermines reform could draw a
lesson from history. They could make the public more aware of how the absence of
government programs led to enormous suffering and near economic collapse following the
stock market crash of 1929. They could contrast the conditions that led to “untold misery”
with the very different aftermath of a severe crash eighty years later—when the legacy of
New Deal government programs mitigated mass suffering and helped to prevent a second
Great Depression.
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The Democratization of Culture

The Legacy of the New Deal Arts Programs

SHEILA D. COLLINS AND NAOMI ROSENBLUM

Striking industrial workers and protests by unemployed councils were not the only form of
social agitation in the Great Depression. Lack of employment affected those in cultural and
clerical fields as well. Intellectuals had their own picket lines and were among the most
politically leftist members of the working class.1 As Robert Whitcomb, secretary of the
Unemployed Writers’ Union, wrote in 1934 to the Civil Works Administration:

The unemployed writers of New York City do not intend to continue under the semi-starvation conditions meted
out to them.… If the government does not intend to formulate some policy regarding the class of intellectual
known as the writer, who is trained for nothing else in this economic emergency, then the writer must organize and
conduct a fight to better his condition.2

The federal work programs that were intended to take the place of the demeaning dispersals
of money and goods known as “relief” were at first centered on building and repairing the
nation’s infrastructure and taking care of the land. Eventually, however, New Deal
administrators recognized that lack of employment affected those in cultural fields as well as
industrial workers and youth. The result was what has been called “a governmental adventure
in cultural collectivism, the like of which no nation has experienced before or since.”3

Prior to the establishment of the federal arts programs, most cultural workers had to
depend on a network of wealthy patrons to support their work and to get it presented to a
wider audience. Not only did the Depression dampen private support for the arts, but
technological changes—the invention of the radio, phonograph, and movies—were fast
displacing live performance artists. Some 30,000 musicians had been displaced by these new
technologies, and the government estimated that well over 30,000 theater workers were made
expendable by the mid-1930s.4 Aside from the immediate effect of reducing the relief roles,
these projects had an unprecedented effect on the practice and appreciation of the arts in the
United States—an effect that has left an indelible, if often unrecognized, mark some eighty
years later. This chapter looks at the origins of the various federal arts programs, the
difficulties faced by government officials in managing such a unique series of enterprises, the



extraordinary outpouring of art and culture that resulted, the tangible and intangible benefits
this had for the country, and the lessons we can learn from this experience for today.

Origins of the Federal Arts Programs
The nation’s legacy from this period of cultural expansion has been little praised and
sometimes mocked, and in general was little known until recently, other than by specialists.
For many years, the social content and recognizable styles of many of the public works of art
produced during the New Deal years were deemed old-fashioned, if not faintly ridiculous.
With reference to the visual arts especially, we were and remain much more aware of the
influences emanating from Europe in the early years of the twentieth century—that is, before
the rise of fascism and the Depression. Then, cubism, abstraction, and surrealism, as
practiced in Europe, were the experimental modes that attracted a small coterie of American
artists who were, for the most part, from a prosperous, urbanized middle class and élitist
collectors.5 However, during the 1920s, there were few sales of modern American art, and
artists were unable to make a living from their art, despite the existence of several galleries
devoted to marketing their work; the few who were in a position to collect works of art were
oriented toward the European product.

The federal programs initiated in the 1930s had both economic and cultural goals. They
were intended to alleviate the economic hardships experienced by those occupied in cultural
areas of work—and perhaps as important, to popularize art among a much wider segment of
the population than just a small coterie of enthusiasts living in urban centers, notably New
York City. Though he had no particular knowledge of or judgment about the arts, Roosevelt
had many friends who were artists, and when the Civil Works program was getting
underway, it was his decision to include artists. These programs made possible literary,
musical, theatrical, and visual expression under a variety of alphabetical entities—the Public
Works of Art Project (PWAP), the Treasury Relief Art Program (TRAP), the Federal Art
Project/Works Project Administration (FAP/WPA), and the Farm Security Administration
(FSA). Various movers and shakers, among them George Biddle, Harry Hopkins, Hallie
Flanagan, Harold Ickes, Edward Bruce, Holger Cahill, Henry Alsberg, Nikolai Sokoloff, and
Roy Stryker, were charged with seeing that these projects were initiated and completed; they
also ran interference with congressional critics who found expenditures on culture to be
politically radical or unnecessary.

The Treasury Art Programs
In 1933, the idea that art might enhance public life had been suggested to President Roosevelt
by painter George Biddle. Biddle had been impressed by government-funded Mexican murals
(in particular those painted by Diego Rivera and José Clemente Orozco) that made use of
themes from that country’s history. (Both Mexican artists later received privately sponsored
mural commissions in the United States.) As a consequence of the interest of Roosevelt and
Biddle in public art, the federal government established several public art projects. Though
established for different periods and under different names, all had in common that their
products—mostly murals, sculptures, and paintings—were to enhance and decorate public
buildings. They were, of course, economic programs designed to put money in people’s
pockets, but they also had a less tangible purpose—to boost public morale during a time of
deep stress and pessimism. It is well known to psychologists that exposure to the arts and
participation in creative activity can have a beneficial effect on people’s sense of well-being.6



The Public Works of Art Project
The first such experiment in employing cultural workers was the Public Works of Art Project
(PWAP), which, in its short life (December 1933—June 1934) and with funds transferred
from the Civil Works Administration, put 3,700 unemployed graphic artists (about a third of
the nation’s estimated unemployed artists) to work in beautifying public buildings and parks
and producing over 15,000 works of art. Its guidelines stressed that “artists were to improve
the craftsmanship of furnishings” of public buildings; embellish federal, state, and municipal
buildings and parks; and make pictorial records of such national projects as the CCC dams.7
Taking a phrase from a speech given by Franklin Roosevelt on December 6, 1933, Edward
(“Ned”) Bruce, an attorney and the program’s director, called the PWAP an example of the
president’s desire to give Americans “a more abundant life” with “the first completely
democratic art movement in history.”8 Bruce set the PWAP in motion quickly to preempt
political blowback because many people thought that government funding of art was
frivolous and a waste of taxpayers’ money. Within days, all sixteen regional directors,
selected by Bruce, had accepted their jobs and were forming volunteer committees to identify
artists across the nation. Within eight days, the first artists had their checks, and within three
weeks they all did—an amazing administrative accomplishment.9 The legacy of the PWAP
was: 99 carvings; 1,076 etchings; 42 frescoes; over 1,000 mural designs and projects; 3,821
oil paintings; 1,518 prints; 43 pieces of Pueblo pottery; 2,938 watercolors, plus an array of
bas reliefs, drawings, light fixtures, mosaics, Navajo blankets, portraits, poster prints, stage
sets, and tapestries.10 In 1934, the Corcoran Gallery in Washington held an exhibit of the
works, to an overwhelming response. The New York Times gave a glowing review, and
members of Congress, as well as Cabinet secretaries lined up to request paintings for their
offices.11

Treasury Section of Painting and Sculpture
As the PWAP was running out of money another program was begun to employ artists and
sculptors. Called by various names (Treasury Section of Painting and Sculpture, or simply,
the Section), and also headed by Edward Bruce, it operated from October 1934 through July
1943. Unlike the PWAP, however, this program was not a relief program. Instead, it sought
to employ artists through a selective competition regardless of whether or not they were
penurious. Once chosen, an artist essentially became an independent operator, signing a
contract to complete a specific project, rather than assuming a regular salaried position, thus
making it a precursor of the much-later National Endowment for the Arts. One of the benefits
of the program was that it allowed lesser-known artists, including a large number of women,
to compete with more established painters and sculptors.12 The Section had five main goals:
1) to secure the best-quality art to embellish public buildings; 2) to stimulate the development
of American art; 3) to employ local talent wherever possible; 4) to secure cooperation of the
art world in selecting artists for this work; and 5) to encourage project proposal competitions
where practical. Seeking to make art a part of everyday life, the Section commissioned
outstanding pieces to be located in places such as post offices, court houses, schools, and
hospitals that citizens would visit frequently and at no cost.13 The Section was administered
with central oversight to ensure that themes that appeared in the art were neither radical nor
embarrassing to the New Deal. Ultimately some artists saw this as censorship and protested
that their creativity was being stifled. By December 1942, when the program was terminated,
over 1,100 towns and cities could boast federal buildings with New Deal murals and



sculpture embellishing both exteriors and interiors.14 These works remain a legacy to this
day, though many people who see them may have no knowledge of the history that produced
them.15

The Treasury Relief Art Project
The Treasury public art programs culminated in the Treasury Relief Art Project (TRAP)
under Olin Dows and Cecil Jones. TRAP ran from July 1935 to June 1939. It expanded its
focus to include all kinds of art, not just murals and sculptures. At least 75 percent of
participants had to qualify for relief in addition to being competent artists. One percent of
construction costs for new buildings was set aside for the purchase or commissioning of
artwork. For the TRAP endeavor, painted and frescoed scenes of historical events and
everyday life that might also embrace themes promoting New Deal reformist ideas were
chosen by competition among the artists. Their works, selected on the sole basis of quality,
adorned the walls of post offices, state and federal offices, schools, libraries, and airports. It is
safe to say that few ordinary Americans at the time were knowledgeable about many of the
painters involved or aware of the varied aspects of life that their works revealed. For
example, the decoration of the Interior Department building in Washington, D.C., included
scenes of indigenous life painted by a little-known Native American artist. TRAP was finally
closed by the Treasury Department as the result of a dispute between the Artists Union and
the program director over the issue of quality versus quantity. It was meant to be a small
program, yet there were more people clamoring for jobs than the funding could sustain.
During its active period, 356 artists completed 85 murals, 30 sculptures, and 10,215 easel
paintings.

The Federal Arts Projects/WPA
With unemployment still raging and the arts and cultural community becoming more restive,
a more elaborate arts program was eventually established under the WPA. The WPA Art
Project, known as Federal One, which was to include theater people, visual artists, writers,
dancers, musicians, conservators, and clerical workers, became the best known of the New
Deal arts and culture programs. Its contributions to American culture are incalculable. Under
the national directorship of Holger Cahill, Federal One was begun in August 1935 and was to
last until 1943. Federal One programs differed from the other New Deal arts programs in that
they were decentralized and largely run at the state or municipal level (albeit with federal
oversight and often federal guidelines). Regional directors worked with state federal art
programs and community committees to carry out tasks of public improvements and service.
The WPA provided wages while state or local entities and sponsors were responsible for
providing materials and equipment. This decentralized structure, however, could often make
for friction between state-level WPA officials and national leadership, and it led to a
somewhat chaotic and conflictual experience. Nevertheless, the output of Federal One
through all of its various programs was vast and varied.

The Federal Art Project
By far, the best known of all the New Deal visual arts programs was the Federal Art Project
(FAP/WPA) initiated in 1935 as part of Federal One and lasting until March 1942.



Employing at the height of its tenure more than 5,000 artists, the majority of whom would
otherwise have been applicants for relief, it maintained an easel painting division, a graphic
arts section, and its own relatively small mural effort. Among the now well-known artists
supported by this effort were painters Thomas Hart Benton, Stuart Davis, Arshile Gorky,
Philip Guston, Willem de Kooning, Lee Krasner, Jacob Lawrence, Jackson Pollock, Mark
Rothko, Raphael and Moses Soyer, Lucienne Bloch, and sculptor Louise Nevelson.

The FAP underwrote projects to supply posters and illustrations for books and theater and
eventually the war effort.16 The fully furnished print workshops set up under the WPA
prepared the ground for the flowering of the graphic arts in the United States, which until that
time had been limited in both media and expression. Moreover, since prints were portable and
cheap and were allocated to schools, libraries, museums, hospitals, government offices, and
army bases, they became a vehicle for broadening the public’s understanding and
appreciation of the creative arts.17 Under the FAP/WPA aegis, artists also made a pictorial
record of all manner of vernacular objects. This compendium of 22,000 plates provided the
nation with its first Index of American Design. The program expanded the appeal of this
commonplace material—much of it folk art—from a fancy held by a coterie of well-to-do
“connoisseurs,” to one that a wider public might experience—a forerunner perhaps of PBS’s
Antiques Roadshow. Small works of art, both easel paintings and prints, produced in
workshops throughout the nation were given to government offices, while murals completed
under the aegis of FAP were seen mainly on the walls of schools, libraries, post offices, and
hospitals. Over the course of its eight years, the WPA commissioned over five hundred
murals for New York City’s public hospitals alone. The breadth of the imagination to which
the public was exposed can be seen in the finely preserved collection of the Norwalk,
Connecticut Transit District. Murals commissioned for public buildings in that city depicted
not only scenes from American history and contemporary life and work, but also stylized
scenes from Chinese, Egyptian, and Venetian cultures, as well as illustrations depicting
famous literary works.18

One of the unique features of this program was the community art centers—some one
hundred of them established in twenty-two states—but particularly in areas where
opportunities to experience and make art were scarce. These centers included galleries,
classrooms, and community workshops, and served an estimated 8 million people.19 Here,
both experienced artists and amateurs, including children, could take classes in drawing,
painting, sculpture, and other forms of artistic expression. This effort afforded individuals
who may never have seen a large painted scene or a piece of sculpture an exceptional
opportunity not only to experience a finished work of art but also to participate in the actual
process of creation. According to Smithsonian author David A. Taylor, “the effect was
electric. It jump-started people beginning careers in art amid the devastation.”20

The Federal Writers’ Project
The Federal Writers’ Project, under Henry Alsberg, provided employment and experience for
some 6,686 writers, editors, art critics, researchers, and historians, many of whom later
flowered in the genres of the novel and poetry. In finding a way to employ writers, many of
whom had leftwing sympathies, Alsberg and his team came up with the idea of putting them
to work writing well-researched state and regional guidebooks that were to portray the social,
economic, industrial, and historical background of the country. In this way, their political
sympathies were not likely to intrude into their writing and thus upset conservative critics
who were critical of the entire arts enterprise.



The implementation of the program was fraught with conflict from the beginning.
Determined to have writers’ projects creating guidebooks in all forty-eight states, the
Project’s directors often found it difficult to find qualified writers or experienced project
managers in regions far from urbanized cultural centers. According to Jerre Mangione, who
served as coordinating editor of the Project, in addition to attacks from Congress and the
press, which characterized the project as a blatant boondoggle, conflicts between national
Project directors and state-level WPA directors—frequently men with engineering
backgrounds who had no understanding of the literary requirements—often erupted. Field
offices often fell short of meeting deadlines, and professional writers occasionally rebelled
against having to write according to national guidelines or to meet the demands of self-
appointed censors, who, “in the name of patriotism or civic pride, objected to New Deal
attitudes expressed in some Project publications.”21

By 1942, despite these difficulties and the constant threat by Congress to cut off the
Project’s funding, the Writers’ Project had produced an estimated one thousand books and
pamphlets, although, according to Mangione, no one knows exactly how many published
items it produced, as many have since been lost or destroyed.22 Among the works were
guidebooks to each of the 48 states, to cities, small towns, major regions, and interstate
roadways—a vast treasury of Americana from the ground up that included facts and folklore,
history and legend, histories of the famous, the infamous and the excluded, embracing, as one
observer noted, a pluralism “that countered racism at home and fascism abroad.”23 There
were, as well, the Slave Narratives—seventeen-volume oral histories of the last people who
could give first-person accounts of what it was like to have lived under slavery. These
volumes, now held in the Library of Congress, have been an invaluable resource to historians.
An additional set of folklore and oral histories of 10,000 people from all regions,
occupations, and ethnic groups are now part of the Library of Congress’s American Memory
collection. Despite the almost incessantly negative press received during the Project’s
buildup, by the time it was finished, the critics were generally favorable. Robert Cantwell
wrote in the New Republic in 1939 that the guidebooks to cities, towns, and regions
represented the first effort to write American history in terms of its communities. In the past,
he wrote, American history had been written in terms of its “leading actors and its dominant
economic movements but never in terms of the ups and downs of the towns from which the
actors emerged and in which the economic movements had their play.”24 Bernard De Voto
saw the books as an “educational force, and even a patriotic force, an honorable addition to
our awareness of ourselves and our country.”25 Alfred Kazin summed up the serendipitous
nature of the entire collection:

So the WPA state guides, seemingly only a makeshift, a stratagem of administrative relief policy … resulted in an
extraordinary contemporary epic. Out of the need to find something to say about every community and the country
around it, out of the vast storehouse of facts behind the guides—geological, geographical, meteorological,
ethnological, historical, political, sociological, economic—there emerged an America unexampled in density and
regional diversity.26

The Writers’ Project thus produced an unparalleled store of American history and folkways
that continued to provide help to writers and editors in the development of characters and
locales long after the program’s demise.27

Although many writers were ashamed at the time to be “on the dole” and even afterwards
tried to ignore their role in these programs, the experience of working in the New Deal
programs gave many who would go on to become this nation’s most famous literary figures a
means to survive at a time when joining the Project was a matter of life and death, and set
them on the road to their future careers. One of the fringe benefits of the Project for young
writers was that of associating with published authors. The poet, Margaret Walker, for



example, received valuable advice from Nelson Algren when she showed him her unfinished
poem, “For My People,” which later won the Yale Award for young poets.28 It also gave
them material and techniques that appeared later in novels and plays.29 Richard Wright, who
had been a Post Office employee before joining the project, found new material through his
work for the Writers’ Project that would later appear in his books. Studs Terkel used the oral
history techniques learned through his work with the Writer’s Project to write his famous
collection of oral history books. Ralph Ellison might never have written The Invisible Man
had it not been for the Writer’s Project. Ellison is quoted in a Library of Congress document
as saying that the Writers’ Project helped him better understand the powerful connection
between serious literature and folkways.30 With their publications, the Writers’ Project
authors contributed not only to their own development, but in absorbing, in the course of their
work, genetic information about their country and its people, they could “destroy false myths,
dethrone phony heroes, eliminate racial barriers, and promote assistance for disadvantaged
Americans.”31 Among the other now-famous writers to benefit from the Project were Conrad
Aiken, Nelson Algren, Saul Bellow, Arna Bontemps, Malcolm Cowley, Edward Dahlberg,
Ralph Ellison, Zora Neale Hurston, Claude McKay, Kenneth Patchen, Philip Rahv, Kenneth
Rexroth, Harold Rosenberg, Studs Terkel, and Frank Yerby.

The Federal Theatre Project
Long before the Great Depression, changes in the theater industry had limited quality theater
productions to a select metropolitan clientèle, leaving the Middle West, the Far West, and
large parts of the South deprived of first-rate theatrical entertainment. By the late 1920s,
technology was replacing even those who did find work in the theater business. Large
numbers of actors, stagehands, technicians, musicians, and vaudeville performers were
displaced by the movie industry. “Sound films had replaced the orchestra; recorded music
replaced live performance; the training of actors became less important than publicizing the
Hollywood star. The popularity of radio and a change in public taste added to the plight of
those who were often thought of as a ‘dispensable luxury’ anyway.”32 With the onset of the
Depression, theater doors, even in New York City, the theater capital of the country, were
closed, leaving thousands of people without jobs or means of support, except for sporadic
help from theatrical unions.

Under the leadership of Hallie Flanagan, who had been recruited from her post as director
of the Vassar Experimental Theatre by WPA Administrator Harry Hopkins, all this was to
change. Hopkins believed that society had an obligation to conserve the talents of men and
women in the arts as well as of those in the factories. This belief also coincided with the
desires of Eleanor and Franklin Roosevelt for a national theatrical project or projects that
would provide musical and dramatic entertainment for small and remote communities.

The Federal Theatre Project was the first and only attempt to create a national theater in the
United States. In writing a brief for the program, Flanagan pointed out that ancient Athens
and the modern countries of “France, Germany, Norway, Denmark, Sweden, Russia, Italy
and practically all other civilized countries appropriate money for the Theatre.”33 But beyond
the fact that most other countries supported the theater, there was the fact that thousands of
unemployed actors, dancers, directors, playwrights, designers, stage technicians, ushers, box
office personnel, and clerical staff “could get just as hungry as unemployed accountants and
engineers, but—and this was much more revolutionary—that their skills were as worthy of
conservation.” Harry Hopkins, she pointed out, “believed that the talents of these theatrical
workers, together with the skills of painters, musicians, and writers, made up a part of the



national wealth which America could not afford to lose.”34 Flanagan was also convinced that
theater could be an agent of change. In a report on the first summer Federal Theatre, she
expressed her belief in the socially transformative function of theater.

By a stroke of fortune unprecedented in dramatic history, we have been given a chance to help change America at
a time when twenty million unemployed Americans proved it needed changing. And the theatre, when it is any
good, can change things. The theatre can quicken, start things, make things happen. Don’t be afraid when people
tell you this is a play of protest. Of course it’s protest, protest against dirt, disease, human misery. If, in giving
great plays of the past as greatly as we can give them, and if, in making people laugh, which we certainly want to
do, we can’t also protest—as Harry Hopkins is protesting and as President Roosevelt is protesting—against some
of the evils of this country of ours, then we do not deserve the chance put into our hands35

It was Flanagan’s conviction that the project must not just repeat theatrical forms of the past
but be responsive to the technological, economic, and cultural changes the country was
undergoing. In addition to performances of classical plays by well-known playwrights,
circuses, dance performances, musical comedies, puppet shows, light opera, children’s
theater, pageants and spectacles, vaudeville, and religious drama were all given space, not
only “in city Theatres, but in parks and hospitals, in Catholic convents and Baptist churches,
in public schools and armories, in circus tents and universities, in prisons and reformatories
and in distant camps.…”36 Touring companies brought plays to parts of the country where
drama had been nonexistent and provided training and experience for new actors who would
later became prominent.

One important, but overlooked, aspect was the program’s emphasis on preserving and
promoting minority cultural forms. At a time of strict racial segregation, with arts funding
non-existent in African American communities, black theater companies were established in
Birmingham, Boston, Chicago, Hartford, Los Angeles, New York, Newark, Philadelphia,
Raleigh, San Francisco, and Seattle. Foreign language companies for which funding had
become impossible also performed works in French, German, Italian, Spanish, and Yiddish to
eager audiences. In addition, the Federal Theatre Project employed photographers in every
major city who recorded performances, rehearsals, and images of performers and also
captured behind-the-scenes work, stage sets, costumes, audiences, and theaters.37

The Federal Theatre project, however, was not an easy program to pull off. As one
historian of the theater has written:

The organizational problems were, of course, always aggravated by the financial limitations and by the hostility
and obstructionism of certain elements both inside and outside the government. Congressional disapproval, WPA
regulations, and anti-Roosevelt newspaper columns vilified the efforts of the Theatre project from the beginning.
Even professional theatre people opposed Federal theatre performances at nominal prices, charging they took
business from the commercial theatre.38

The Federal Theatre Project was especially effective in bringing controversial social and
economic issues to the foreground, making it one of the most embattled of all the New Deal
programs. Plays about labor disputes, economic inequality, racism, and other such issues
infuriated a growing chorus of political critics who sought to shut the program down and at
other times threatened and then succeeded with funding cuts. One innovation, the Living
Newspaper unit, which dramatized stories from the newspapers, was especially offensive.
Even though plays about controversial issues were wildly popular with audiences, Flanagan
recognized that the Federal Theatre Project had to walk a careful line between producing
“safe” plays and more controversial ones if it were to survive.39 In contrast to the amount of
criticism of the program, fewer than 10 percent of the plays dealt with issues that were likely
to draw fire. Nevertheless, the program had become “a microcosm of all the New Deal
represented to the enemies of the administration, notably in its spending policy and its liberal
attitude toward labor, aliens, and minorities.”40



Flanagan had hoped that this experiment in national theater might lead “toward an art in
which each region and eventually each state would have its unique, indigenous dramatic
expression, its company housed in a building reflecting its own landscape and regional
materials, producing plays of its past and present, in its own rhythm of speech and its native
design, in an essentially American pattern.”41 Sadly, this vision was not to come to fruition,
although the development of local community theater in many places in the country may be
seen as one legacy of this experiment. Falling victim to the House Committee to Investigate
Un-American Activities under Chairman Martin Dies, and the House Committee on
Appropriations, the Federal Theatre Project was finally shut down by an act of Congress in
1939. Nevertheless, the program, however, brief, had left a lasting legacy. Seventy-seven new
plays had found audiences in more than one city. Thousands of aspiring actors, directors,
stagehands, and playwrights were either supported or got their start in the Federal Theatre
Project,42 among them many now-famous theatrical figures such as Orson Welles, Joseph
Losey, John Houseman, Helen Hayes, and Eugene O’Neill. The creative formats that
characterized many productions greatly enlarged the contours of dramatic presentation. Thus,
it would be difficult to conceive of present-day theater and even film culture without
reference to the aesthetic developments in the 1930s WPA theater productions.

The Federal Music Project
The Depression arrived in an era of flourishing popular music—both jazz and folk.
Nevertheless, thousands of professional musicians were unemployed. To provide these
musicians with opportunities to perform, former director of the Cleveland Symphony
Nickolai Sokoloff promoted live concerts of such music at low cost or for free under the aegis
of the Federal Music Project. The Project provided financial assistance for existing symphony
and concert orchestras and created new ones in states and cities that had never had an
orchestra. The musical menu was not limited to this fare, however; band concerts and opera
were among the offerings, and work by popular American musicians—ethnic ensembles,
musical comedies, and jazz—were also highlighted. A lesser effort, though not insignificant,
resulted in the gathering and recording of the folk music heritage of the nation. John and Alan
Lomax’s collection, now housed at the American Folklife Center in the Library of Congress,
stands as an incomparable product of this effort.43

One important aspect of the program was education. Music classes for all ages and ability
levels were offered in parts of the country and to populations that had never had access to
such instruction, and lectures on music theory and appreciation were also offered. In 1939, an
estimated 132,000 children and adults in 27 states received instruction every week.44 There
was even a “Composers’ Forum Laboratory” where composers could play their compositions
before an audience and get feedback from it. According to one music scholar, the Federal
Music Project increased the technical ability of many musicians who were employed by it.45

The music project eventually became the largest and most expensive of the arts projects,
employing more than 15,000 instrumentalists, composers, vocalists, and teachers.

The Farm Security Administration Photography Program
The Farm Security Administration (FSA) photography program, under Roy Stryker, oversaw
the production of more than 80,000 photographs, produced as part of the effort to make the
nation aware of the plight of displaced rural populations. These images—produced by a
changing group of photographers—among them such luminaries as Jack Delano, Walker



Evans, Dorothea Lange, Russell Lee, Gordon Parks, Arthur Rothstein, Ben Shahn, John
Vachon, and Marion Post Wolcott—were used in news and magazine articles and at country
fairs and exhibitions, helping to humanize the verbal and statistical reports of the terrible
poverty and turmoil in the agricultural sector of the economy. Categorized at the time as
“documentary” photography, this approach to image-making remained a viable form of
expression into the postwar period, with the result that this body of work continued to receive
considerable attention, unlike much of the graphic art and painting of the 1930s. The
photographs provide a vivid picture of the many faces of the Depression that remain iconic to
this day. Photographs were also produced under the auspices of the WPA; its most complete
project, Changing New York, was the work of photographer Berenice Abbott and historian
Elizabeth McCausland.

The Democratization of the Arts
During the nineteenth and early twentieth centuries, visual art expression in the United States
had been considered a somewhat suspect activity—indeed, it was thought by some to be a
pursuit for dilettantes. The notion that there should be government support for the arts was
unheard of. Other than portraitists and those few who provided commemorative painting and
statuary for public purposes, only individuals with unusual interests involved themselves in
making art, while to acquire art objects required knowledge and means. The New Deal Arts
programs had changed all that. Art making and appreciation had gone from being an activity
valued and practiced by a relatively small group of the “enlightened” to an experience that
gained participants from a wider range of the American public, including population groups
and artistic subjects and styles that would normally have been ignored. Hundreds of Hispanic
Americans, Native Americans, and African Americans were now contributing their talents
and their worldviews to the country’s heritage. Art historian Milton W. Brown commented
that the lack of a color line in the arts had “a telling effect on racial relations in the United
States.”46 As one historian of the period has estimated, projects that produced graphic art
reached an audience of millions. In that many more people came in contact with “art”—
whether they recognized it as such or not—their ideas about artists and their products
evolved. One has only to note the current large museum attendance to acknowledge the
lasting effects of WPA efforts to make art experience available to the people. Art had been
democratized and, for a time, de-commodified. The legacy of experiencing visual art in all its
many forms, which the art projects made possible, remained a potent force long after the
initial programs had ended.

Not only did more people get to experience art during this period, but they also were able
to participate in making it. Classes for young and old in the various visual and plastic arts and
in both the appreciation and performance of music were held in settlement houses,
community centers, and schools, where they acquainted a generation with the idea that art
was not merely a frill but something they might themselves aspire to, or at least want to
experience in an intelligent way. In the New York City area alone, an estimated 50,000
children and adults participated in classes under the Federal Art Project auspices each week.
(As a 10-year-old child, one of the authors was a thankful recipient of these programs,
studying painting and sculpture in settlement house classes in the mid- to late 1930s.)
Community art centers in impoverished rural areas were visited by some 3 million people
who had no previous experience with art production of any kind.

Additionally, the arts programs were thought to have turned American artists away from
their attraction to European styles and reintegrated them with their homeland experiences.
Support for artists by government agencies during the Depression years was accompanied by



resurgent interest in American history and in ordinary people and events. During the early
years of the twentieth century, this direction had already been demonstrated in literary works
such as Edgar Lee Master’s Spoon River Anthology and in visual works produced by the so-
called Ash Can painters whose subjects were frequently drawn from urban street life. The
subject matter of the somewhat later “American scene” painters of the Twenties expanded
that vision. Edward Hopper and Charles Burchfield, for instance, were drawn to rural life in
places like Gloucester, Massachusetts, and Taos, New Mexico, as well as to that in cities. A
later group known as Regionalists concentrated almost entirely on rural themes. But interest
in the American landscape and experience expanded during the New Deal. Artists like
Thomas Hart Benton, John Steuart Curry, and Grant Wood sought to express what they
considered a uniquely American experience, highlighting the significance of the agricultural
sector and presenting it in a positive light. In contrast, other Thirties artists known as Social
Realists were concerned with city life and its disparities and travails; often, but not
invariably, their political orientation was to the left of the overall spectrum. Whatever their
subject matter and political orientation, these painters for the most part rejected the modernist
styles emanating from Europe in favor of portraying aspects of reality in an accessible
manner. One consequence of both more accessible formal language and the wider existence
of art works during this time was that many more people were able to see and understand
examples of visual expression. Still, there was also government support for artists who
adhered to more abstract styles in their work, notably Stuart Davis and Burgoyne Diller. The
fact that there were differing ways of handling reality was also a factor in opening up public
understanding of visual art. These developments helped prepare the way for a continuing
national interest in the visual arts—even after the programs were terminated.

In past eras, American artists had gathered together in societies mainly to acquire
exhibition space and promote their work, but the tenor of the times now led them to join
together to affect economic and political developments on the national and local levels. The
Artists’ Congress, organized in 1936, embraced those with differing styles and attitudes about
artistic production as well as those with various political views. To deal specifically with the
economic problems and issues of censorship that arose with the development of publicly
supported artwork, the Artists’ Union was formed. Its publication, Art Front, featured writers
—among them Harold Rosenberg and Meyer Schapiro—who later became esteemed critics
of the new art of the postwar period. In the mid-Thirties, photographers of the urban scene
came together in the Photo League to promote the kind of imagery that portrayed working-
class people in their neighborhoods, both to celebrate an unheralded aspect of society and call
attention to deplorable slum housing.47

While the Federal Art programs were greeted with high expectations by many artists—and
not only because they made it possible for them to live while producing art—ideas about their
efficacy and quality varied. Acknowledging that art enriched ordinary life, some supporters
held that the American government had long needed to catch up with European countries in
underwriting the arts. It was, to some, a social necessity for democracy and the welfare of the
people, and should be given a permanent bureau in the government—a sort of Fine Arts
Ministry. Others felt that art programs were a necessary part of a democratic ethos but should
be run by state agencies rather than by a centralized federal bureaucracy that promulgated
rules often deemed nonsensical. Still other artists felt that government interference in artistic
matters did not accord with the general laissez-faire principles on which society was
predicated, or with the right to choose style and subject matter according to one’s individual
interests. Business interests sometimes complained that federal projects (such as an effort to
revitalize glass-blowing in New Jersey) competed with private enterprises, even though the
objects produced were not sold but donated to public institutions so as to avoid this kind of
conflict. Still other voices at the time referred to government support of the arts as



“boondoggling,” that is, a waste of the taxpayers’ money. And a virulent and noisy few
suggested that the programs were prone to exploitation by left wing interests. This latter
argument against government support of the arts gained strength toward the end of the
Thirties, with denunciations that claimed that various aspects of the programs were infiltrated
by radical political ideas, in particular, Communism.

Arts in the Postwar Period: Neglect and Re-commodification
With the onset of United States entry into World War II, federal support for the arts was
discontinued, with the exception of some programs that contributed to the war effort. The
WPA arts program, however, ended in 1943, and for nearly sixty years the U.S. government
paid little or no attention to the disposition of hundreds of thousands of works of art that it
had commissioned. Consequently, the art

languished in warehouses, was offered to public agencies, given to museums, was thrown out, taken home by
employees, sold as scrap, and otherwise disseminated throughout the country. Few records were kept, hardly
anyone knew what was going where and, as a result, many of the pieces that were not destroyed or kept within
public agencies ended up in private hands.48

It is only in recent years—in the 1990s—that the General Services Administration has
initiated efforts to locate, identify, and catalogue WPA art, realizing its unique importance for
the country. The products of the WPA Writers’ Project suffered a similar fate. Because the
American Guidebooks were not published by any one publishing house, they had not been
brought together as an entire series, so many ended up in dustbins or, as in the case of the
original Idaho Guidebook, were destroyed in a warehouse fire.49 Much of the original source
material that could have been valuable to scholars and manuscripts that never made it into
print but might have been published had sponsors and publishers been found in time were
subsequently lost to history when the program was closed.50 Jerre Mangione was later to
lament, “the general indifference to the [Writers’] Projects unpublished materials constituted
a shocking waste of a precious national resource.”51

As previously suggested, however, in some important respects the effects of the WPA arts
programs were long-lasting. Prior to the Thirties, the United States government had not
acknowledged either art or artists as an occupation or group worthy of support, but this
attitude was no longer tenable in the postwar years. While the WPA was no longer the
paymaster for artists as teachers, some found employment in colleges, universities, and trade
schools as a result of other federal legislation. As these institutions expanded their art
offerings to accommodate those taking advantage of the educational opportunities funded by
the federally mandated GI Bill, artists were able to fill this niche.

In the immediate post–World War II period, the economic scene was more optimistic than
it had been in a long while, and money had become available for spending on culture as well
as on consumer goods. The taste for books, concerts, and artworks, which had been nurtured
by the federal programs, now carried over, as individuals who formerly were unaccustomed
to acquiring cultural goods began to do so and, due to the economic recovery, could now
afford to do so. However, without the federal programs that as a matter of policy employed
artists, performers, and writers, the funding dynamics were profoundly altered. On the federal
level, the National Endowment for the Arts (NEA) was established by Congress in 1965,
modeled on a similar organization initiated as the New York State Council of the Arts.52

Philanthropic foundations, such as the Guggenheim Foundation, took over one aspect of
support for the arts by awarding fellowships on a competitive basis. Indeed, competition
became the significant factor in deciding which individuals and projects might receive



awards. Ostensibly decided by one’s peers in the field under consideration, this process also
invited favoritism, depending to some extent on one’s friendships in the particular area under
consideration. This format was quite different from one that in theory supported individuals
on the basis of need, no matter the opinions or styles of one’s colleagues.

It also returned the artist to a state of individualism in that he or she became free to
produce an art object that might be difficult to comprehend or that was purely decorative, and
to work in any style that appealed to its maker or to the art market. While the postwar period
did not reestablish Paris as a mecca to which artists must travel, it did renew their interest in
earlier European experiments with form, such as abstraction and non-objectivity.

The purchase of art objects became a greatly expanded commerce, with hundreds of art
galleries centered at first mainly in New York City, and then on the West Coast, handling the
work of individual artists. Decisions about quality were predicated on what was saleable and
left up to gallery owners and art critics. These figures directed the attention of the art-buying
public to what they believed aesthetically important, often promoting work that was difficult
to understand or purely decorative.

Despite this expansion of the art market, it is doubtful whether most visual artists today
are able to make a living from their art. In other words, a business model for the arts became
the norm. Concerts and theatrical events flourished, but they, too, became commercial
enterprises, although often still requiring philanthropic and government support. Visual art
remained accessible to the public at museums, where attendance grew enormously throughout
the postwar period, even after these formerly free-access institutions initiated fees. With some
notable exceptions, the distribution of public works of art such as murals and large sculptural
pieces now became the province of architects in charge of erecting commercial or public
edifices. Influenced by the commercial art market, such endeavors often favored abstract or
decorative works rather than those with public messages.

Lessons of the New Deal Support for the Arts
In the archives and memoirs of those who participated in the Federal Art Project there can be
found numerous anecdotes “illustrating the insensitivity of bureaucrats, the clumsiness of
politicians’ interventions, the attacks of censors and the perils of centralized control.”53

Despite Harry Hopkins’s vow that the WPA would never institute censorship, censorship did
happen, although there was never an official federal policy. State and local officials prodded
by conservative critics of the New Deal were the most likely to be censorious, particularly
because of the leftist political nature of some of the art.

In retrospect, however, the arts programs’ extraordinary accomplishments far outweigh the
criticisms that have been leveled at them, both then and more recently. In terms of sheer
output, the program’s effects are staggering. Between 1933 and 1942, 10,000 artists produced
some 100,000 easel paintings, 18,000 sculptures, over 13,000 prints, 4,000 murals, over 1.6
million posters, and thousands of photographs. As noted above, the Writers’ Project produced
more than a thousand books and pamphlets, and the Federal Theatre Project produced
thousands of plays in its relatively short life. WPA projects were highly popular with
audiences and critics, and reviews were generally favorable. In summing up the legacy of the
Federal Theatre Project, for example, Hallie Flanagan explained,

Quite aside from their primary and most important function, that of enabling people to live decently and happily by
the practice of their profession, these public theatres indicated certain things which no one knew when Federal
Theatre started: that the government could operate theatres, sign leases, pay royalties, raise curtains, and take in
admissions; and that millions of Americans want to go to the theatre if it can be brought geographically and
financially within their range.… This audience proved that the need for theatre is not an emergency. Either the arts



are not useful to the development of the great numbers of American citizens who cannot afford them—in which
case the government has no reason to concern itself with them; or else the arts are useful in making people better
citizens, better workmen, in short better-equipped individuals—which is, after all, the aim of a democracy—in
which case the government may well concern itself increasingly with them. Neither should the theatre in our
country be regarded as a luxury. It is a necessity because in order to make democracy work the people must
increasingly participate; they can’t participate unless they understand; and the theatre is one of the great mediums
of understanding.54

One example of the way in which the Federal Theatre Project moved audiences that had
never been exposed to theater before was in the overwhelming enthusiasm met by the
production of Macbeth, set in Haiti, performed by an all-black cast, and staged by the then-
unknown 21-year-old Orson Welles in New York’s Harlem on April 14, 1936. Reporting the
day after the opening, the New York Times observed that the Lafayette Theatre, packed to
overflowing, “rocked with excitement,” and that police had to hold back the crowds
outside.55 Another little-noticed legacy of the Federal Theatre Project was the new uses for
theater talents that it developed in an exploratory way in the fields of education, therapeutics,
diagnosis, and social and community work.56 The contemporary use of psychodrama, role
play, dance, and music therapy, and many other forms of theatrics to heal and educate may be
seen as a legacy of this period.

Another little-recognized lesson of the New Deal arts programs was the way in which they
served to promote the New Deal itself. Posters and photographs made by WPA artists, for
example, were used to advertise and recruit for the CCC, to advertise to the public the New
Deal’s musical and theatrical events and the availability of music and art lessons, to tout the
accomplishments of the Resettlement Administration, the TVA, and the Soil Conservation
Service. The New Deal posters were also used to inculcate in the public values such as
environmental conservation, the importance of visiting the great outdoors, of reading, of the
dignity of manual labor and to promote such efforts as noise abatement, good nutrition, better
housing, fire prevention, and other beneficial causes.57 Musicians and filmmakers were also
employed in this way. Woody Guthrie, “the People’s Troubadour,” was hired in 1941 by the
Bonneville Power Administration, a federal agency created to market and distribute
electricity from the Columbia River hydroelectric projects, to write a set of songs about the
federal projects to gain support for federal regulation of hydroelectricity. Songs such as Roll
On, Columbia, Grand Coulee Dam, and Pastures of Plenty, which came out of this period,
are among the iconic folksongs of the twentieth century. Documentary films, like The Plow
That Broke the Plains (1936), with music by Virgil Thompson, and The River (1937) were
also commissioned to educate the public about the agricultural practices that had led to the
Dust Bowl and the great Mississippi and Tennessee River floods. The focus of WPA
photographers on everyday life in the cities and in rural America served to awaken those who
were not so dramatically affected by the Depression to the suffering of those less fortunate. In
this way, the New Deal arts programs served as a kind of indirect propaganda machine for the
importance and role of the federal government in the lives of ordinary people and, more
importantly, for the values that are essential to a viable democracy. This democratizing
function of the New Deal arts programs is all the more remarkable when we realize that it
was occurring at the same time as art in Germany was being used to inculcate the values of
racial superiority and militarism.

In the more than half a century since its existence, many factors have influenced the ways
that art is made and received, but there can be little question that before the advent of the
federal art projects, neither art nor artists had much of a presence in the American
consciousness. The recognition of the change that the arts projects had rendered in the
country was recognized as early as 1934 by George Biddle, who observed that the New Deal
had made “America art conscious as never before” and the artist “conscious of the fact that he



is of service to the community.”58 But it is perhaps best summed up by Roosevelt in a speech
in 1941 dedicating the National Gallery of Art.

A few generations ago, the people of this country were often taught by their writers and by their critics and by their
teachers to believe that art was something foreign to America and to themselves—something imported from
another continent, something from an age which was not theirs—something they had no part in, save to go to see it
in some guarded room on holidays or Sundays. But … within the last few years—yes, in our lifetime—they have
discovered that they have a part. They have seen in their own towns, in their own villages, in schoolhouses, in post
offices, in the back rooms of shops and stores, pictures painted by their sons, their neighbors—people they have
known and lived beside and talked to. They have seen … rooms full of painting and sculpture by Americans, walls
covered with painting by Americans—some of it good, some of it not so good, but all of it native, human, eager,
and alive—all of it painted by their own kind in their own country, and painted about things that they know and
look at often and have touched and loved. The people of this country know now … that art is not something just to
be owned but something to be made: that it is the act of making and not the act of owning that is art. And knowing
this they know also that art is not a treasure in the past or an importation from another land, but part of the present
life of all the living and creating peoples—all who make and build; and, most of all, the young and vigorous
peoples who have made and built our present wide country.59

The arts projects not only gave many who later became icons of American culture both the
support they needed at a critical time in their lives, but also new subjects, new aesthetics, and
new audiences. For example, since the program did not discriminate between
representationalism and abstract expressionism, it gave artists like Jackson Pollack and Lee
Krasner a start before Abstract Expressionism developed a commercial audience. Moreover,
poor, minority, and working class people who would never have had access to the so-called
higher arts were invited to participate both in the making and enjoyment of those arts.
Sometimes politically embarrassing subjects like slavery and class exploitation were also
portrayed for American audiences, thus giving Americans a truer picture of their own history.
Writers, filmmakers, historians, actors, artists, photographers, and musicians not only found a
way to sustain themselves through hard times, but also got training for careers that would
produce some of the country’s best-known works of art and culture.

The epitaph for the federal arts programs is best given by Roger G. Kennedy and David
Larkin in their stunning book on the period, When Art Worked: “Throughout the long
chronicle of redemption of the American dream, artists have often been summoned ‘to coax
the soul of America back to life.’ In the New Deal period, that was their most important
work.”60 The WPA arts programs not only brought hope and beauty and a new sense of
accomplishment into the lives of ordinary people at a time of immense economic distress, but
they made significant contributions to the country’s lasting cultural heritage, a realization that
has only recently begun to be acknowledged by museums, historians, and even the federal
government. According to John Cole, who has worked on cataloguing the material from the
Federal Writer’s Project for the Library of Congress, “it’s an amazing collection. The Federal
Writers’ Project helped us rediscover our heritage in a more detailed and colorful way than it
had ever been described.”61 Such a legacy can also provide inspiration for future artists as
illustrated by the gifted young composer Gabriel Kahane, who produced to critical acclaim in
2013 a new musical work, “Gabriel’s Guide to the Forty-eight States,” based upon excerpts
from the American Guide series. Interviewed by the New York Times, Kahane said that he
was “immediately spellbound by the aesthetic values of those books, and by their
craftsmanship.”62 We may finally be coming to the acknowledgement of Roosevelt’s
prophetic remark to his friend and Secretary of the Treasury, Henry Morgenthau, Jr., that
“one hundred years from now my administration will be known for its art, not for its relief.”63

The question for us today is: Are we now neglecting our contemporary national heritage?
One writer has suggested that a modern FWP, employing laid-off journalists, might document
the ground-level impact of the Great Recession, chronicle the transition to a green economy,
or capture the experiences of the thousands of immigrants who are changing the American



complexion.64

Although the recession that began in 2008 is not as deep as the Great Depression, its
effects—joblessness, anemic growth—seem likely to continue well into the future. Under the
threat of tight budgets, arts programs in the public schools are being slashed, and government
funding at all levels for the arts has fallen precipitously since 1990. Between 1990 and 2011,
government per capita arts funding (adjusted for inflation) dropped by 48 percent. While
private funding for the arts is much higher, it, too, has dropped by about 18 percent since the
start of the Great Recession.65 This means that regional theaters are closing for lack of
patrons; public libraries around the country are closing or on shorter hours; and the National
Endowment for the Arts, the National Endowment for the Humanities, and the Institute of
Museum and Library Services have all faced significant cuts, threatening their ability to
support cultural activities throughout the country. What is more, public funding for the
Corporation for Public Broadcasting, some of which goes to PBS, one of the few sources of
fine arts programming in a sea of crass, commercial culture, has been cut and is under
constant threat from conservative politicians who would like to eliminate it entirely. With a
significant segment of Congress that views such programs as a waste of taxpayer dollars and
would like to do away with nearly all federal funding except for the military, the future of the
arts as both a heritage of democracy and as a contributor to it does not look very hopeful.

Numerous people today lament the fact that our nation is not producing enough scientists
and mathematicians in order to compete in the global world. While more emphasis in our
educational systems should certainly be directed toward math and science, equally important
is support for arts education. Cognitive scientists recognize that there are many ways of
learning and many forms of intelligence that are distributed differently within a population.
The arts provide a path to knowledge and understanding that offer benefits that other kinds of
learning may not provide and that may even transfer to other kinds of learning. Music, for
example, has been connected to spatio-temporal reasoning as well as math and reading.66

New research offers empirical evidence that reading literature can help us become more
empathetic toward others.67 Empathy, including feeling for those less fortunate, is something
that our society could use more of. It could help to soften the harshness of our current social
philosophies. The arts can also contribute to our sense of happiness and well-being.
Preliminary results from a large research project on happiness have found that of the top six
most happiness-inducing activities after intimacy/making love and exercise, the other four are
all arts-related. They include: theater, dance, concerts, singing or performing, attending
exhibitions at a museum, and hobbies or arts and crafts.68 Making art may also operate like
yoga and other mindfulness exercises to mediate depression and anxiety and create a feeling
of well-being and connectedness to the whole.69 The noted settlement house founder Jane
Addams, with whom some of the New Dealers had worked in the early part of the twentieth
century, had early understood this function of the arts as providing solace, comfort, beauty,
and joy to those suffering from the stress of social deprivation, and thus the arts were an
integral part of her program for impoverished immigrants.70

A large body of studies present compelling evidence connecting student learning in the
arts to a wide spectrum of academic benefits—including greater proficiency in reading,
language development, mathematics, and critical thinking—and social benefits, such as self-
confidence, self-discipline, self-control, conflict resolution, collaboration, empathy, and
social tolerance.71 Critical thinking and social tolerance are other characteristics that are
badly needed in our society. One national study using a federal database of over 25,000
middle and high school students found that students with high arts involvement performed
better on standardized achievement tests than students with low arts involvement. Moreover,
the high arts-involved students also watched fewer hours of television, participated in more



community service, and reported less boredom in school.72 Other researchers contend that
support for arts education should not have to rely on its supposed benefits for doing well on
standardized tests, but should be supported for its own intrinsic benefits. Students who study
the arts seriously, they find, “are taught to see better, to envision, to persist, to be playful and
learn from mistakes, to make critical judgments and justify such judgments.”73 Parents’
groups across the country have objected to the de-funding of arts education in the schools,
reflecting what a Harris poll, conducted in 2005, showed—that 93 percent of the public agree
that the arts are vital to providing a well-rounded education for children, and 79 percent agree
that incorporating the arts into education is the first step in adding back what is missing in
public education today.74

If art, literature, music, dance, and drama are critical to the development and education of
the young, they are even more critical to the spiritual health—the soul—of a people, and the
creative talents and expression they give voice to are essential to the development of a
collective imagination that is needed if we are to resolve the enormous challenges that
confront us in the twenty-first century. It may be useful to speculate that had a Federal
Writers’ Project been able to continue to nurture a true picture of the diversity of the
American people, or had Hallie Flanagan’s vision for the Federal Theatre been extended—a
theater that could “interpret region to region, emphasize the united aspect of the states and
illuminate the United States for the other Americas”75—perhaps the country might have been
able to escape the polarizing tendencies that so cripple our democracy and dull our
imaginations about how to move toward a future of justice, peace, and ecological
sustainability. The lessons of the New Deal arts programs are, if anything, more important
than ever.
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The Rightful Heritage of All

The Environmental Lessons of the Great Depression and the New Deal Response

SHEILA D. COLLINS

I see an America whose rivers and valleys and lakes—hills and streams and plains—the mountains over
our land and nature’s wealth deep under the earth—are protected as the rightful heritage of all the
people.

—Franklin D. Roosevelt, Cleveland, Ohio, November 2, 1940

Those who have sought to mine the history of the Great Depression for its economic lessons
have tended to forget that the Great Depression was not only an economic disaster, but an
environmental one as well. Most environmental historians have been equally ignorant of the
meaning of the Great Depression, either treating the environmental conditions of the time as a
“blank space” in the country’s environmental narrative, or interpreting the New Deal’s
administrative state as antithetical to environmental protection.1 Even scholars of the New
Deal have neglected its environmental aspects. Nor have they seen how central conservation
was to the New Deal agenda and to Roosevelt himself;2 and fewer still have understood that
financial crises and environmental crises are interlinked. In fact, they represent twin peaks of
a systemic civilizational crisis of unprecedented but entirely foreseeable and preventable
proportions. Clearly, the climate crisis we currently face is unprecedented, yet there are
parallels between the two periods that extend beyond the purely economic. Understanding
both periods as times of unprecedented, intertwined economic and environmental crises may
help us see lessons for current citizens and policymakers. This chapter will survey the
environmental crisis of the Great Depression era, examine both the philosophy and practice
of the New Deal’s approach to environmental conservation, including both its
accomplishments and limitations, and look at the lessons for environmental policy making
today that can be drawn from the specific programs enacted by the New Deal.



The Environmental Crisis of the 1930s
The financial collapse of the 1930s, as Joseph Stiglitz has argued, was a consequence of
deeper problems in the real (i.e., productive) economy that had been building for decades
before the official Depression started. Stiglitz attributes the problem to declining prices and
increasing productivity in agriculture that resulted in unemployment and a credit crunch in a
sector that employed a fifth of the nation’s workers.3 Stiglitz’s explanation, however,
confuses the symptoms with the causes. A deeper explanation requires that we look at the
relationship between the land and its human ecosystem, something Roosevelt and his Brain
Trust understood far better than most of today’s economists. As Miller and Rees recently
observed, “Rather late in the play, we are beginning to recognize that a necessary prerequisite
for both economic security and social justice is ecological stability.”4

By the 1920s, something had gone terribly wrong with our relationship with the
ecosystem, and that most fundamental of activities—the growing of food—was the first to
exhibit the symptoms of the disease. In the 1920s, rural poverty was rampant. Farmers in the
Deep South, the Appalachian region, the Tennessee Valley, the Midwest, and the Great
Plains were facing bankruptcy, and would soon experience what would turn out to be the
greatest environmental disaster in American history. By the start of the Great Depression,
commodity prices had fallen by 50 percent below their prewar levels, and per capita farm
income was one-third the national average. Only 16 percent of farm households earned
incomes above the national median. Ninety percent of farms relied on gas engines, horses,
mules, and hand labor for power and kerosene lamps for light. Seventy-five percent had no
indoor plumbing. Illiteracy was twice as common in rural areas as in cities. The causes of
rural poverty differed slightly for each region, but both economic and environmental
devastation were linked by a common thread: capitalism’s rampant disregard for the integrity
of the ecosystem, the ruthless, competitive greed that it engendered, and the social divisions
that it exploited in the human ecosystem.

The rural southeastern part of the United States was the poorest. Nearly one million
children between the ages of seven and thirteen had no schooling. Health care was largely
nonexistent. More than 1,300 rural counties containing 17 million people had no general
hospital and lacked even a public health nurse. Unattended childbirths were frequent;
malnutrition, pellagra, malaria, hookworm, and other parasites were rampant. Lorena
Hickock, an Associated Press reporter who traveled through the region in 1933, reported to
Harry Hopkins, a key member of the Roosevelt Administration:

I just can’t describe to you some of the things I’ve seen and heard down here.… I shall never forget them—never
as long as I live. Southern farm workers, half starved whites and blacks struggle in competition for less than my
dog gets at home, for the privilege of living in huts that are infinitely less comfortable than his kennel.5

The causes of Southern poverty were twofold: the legacy of the slave system and the
sharecropping system that succeeded it. Both systems treated human beings, not as ecological
entities themselves, whose well-being was intimately tied to the functional integrity of the
non-human ecosystem, but as tools for extracting products from the land that would then be
appropriated by others. To get the most bang for the buck, they relied on a monocropping
system that had robbed the soil of its nutrients, destroyed natural biodiversity, and deprived
the exploited human “capital” of the knowledge needed for its own survival. An economic
system based on extreme social exploitation was exacerbated by the overproduction (made
possible by new technology) required by World War I, so that when postwar demand
slackened, crop prices fell by as much as one-third to two-thirds. Rising prices for farm
machinery and fertilizer, coupled with ignorance about soil conservation methods, were also



at fault.
The Appalachian region, stretching from the southern tier of New York State through the

northern regions of Alabama, Mississippi, and Georgia, amounted to America’s own Third
World. Like many sub-Saharan African countries today, it had been repeatedly robbed of its
natural resources—lumber, coal, oil, gas—by exploitative corporations, leaving behind a
devastated land that, well before the stock market crash of 1929, failed to sustain even
subsistence mountain agriculture. Here, in the heart of the coal industry, electricity was
nonexistent. Families lit their shacks with kerosene, cooked on wood-burning stoves, dumped
their garbage into the mountain “hollers,” and eked out a bare subsistence. In some counties,
unemployment was as high as 80 percent. In the Tennessee Valley (covering Tennessee, parts
of Alabama, Mississippi, Kentucky, Georgia, North Carolina, and Virginia) an estimated one-
third of the population suffered from malaria. Overproduction had also driven Midwestern
family farmers into bankruptcy. By the early 1930s, produce was selling at 50 percent or less
of the cost of its production. In response to slashed prices, farmers dumped millions of
gallons of milk, plowed under their surplus, and slaughtered their hogs and cattle in a futile
effort to boost prices, even at a time when people across the country were facing malnutrition
and starvation. But farm foreclosures multiplied, and many farmers organized to try to
prevent eviction. So radicalized were farmers becoming that Edward O’Neal, president of the
Farm Bureau Federation, warned Congress that “unless something is done for the American
farmer we will have revolution in the country within less than twelve months.”6 Altogether,
750,000 family farms would be lost during the Great Depression.

Deforestation also added to the inability of the land to sustain its human occupants.
Despite warnings as early as the 1870s that deforestation would result in streams overflowing
their banks, causing floods, by the 1930s fully seven-eighths of the nation’s original forests
had been destroyed.7 Farmers who had tried to earn money by lumbering had stripped the
forests throughout the South, resulting in deep, rain-washed gullies that left land unsuitable
for growing other crops like grains and vegetables. In other parts of the country, timber
barons had stripped the land clean and lobbied to prevent Congress from legislating sound
forest-management practices. Moreover, by 1933, every major white pine region in the
country had been severely affected by blister rust, an alien tree disease that threatened to
eradicate white pine completely from the nation’s forests.

One result of deforestation was the Great Mississippi Flood of 1927, the most destructive
river flood in the history of the United States up to that time. Rains of biblical proportions
began in the winter of 1926, and by the spring of 1927, the Mississippi River broke its levee
system in 145 places, flooding 27,000 square miles in ten states. One levee breech in
Mississippi unleashed a violent cascade of water with the force of Niagara Falls, containing
more water than the falls itself and the river behind it. An area up to eighty miles wide was
inundated to a depth of thirty feet. The flood caused over $400 million in damages (about
$5.3 billion in 2013), killed 246 people in seven states, and displaced over a million people.8
In the words of historian Stephen Ambrose, the Great Mississippi Flood created “more water,
more damage, more fear, more panic, more misery, more death by drowning than any
American had seen before, or would again.”9 Ironically, these words were written in 2001,
just four years before Hurricane Katrina, which killed 2,000 people and destroyed over
100,000 homes.10 Then, as now, the Army Corps of Engineers had assured the affected
populations that the levees would hold, that technology would outwit nature.

On the Great Plains, a region that stretches from Canada to Texas and from the Rocky
Mountains east, crossing seven states, farmers in the late 1920s were beginning to face what
has been called the greatest sustained environmental disaster of the twentieth century.11 The
full meaning of what came to be known as the Dust Bowl, its causes and the remedies that



were eventually devised in an effort to recover from it, have been forgotten by an American
public that is likely to face a similar environmental disaster within the next decades.

The Dust Bowl was a man-made disaster. During the latter half of the nineteenth century,
the great American heartland that had supported Native American populations for thousands
of years but from which they had been ruthlessly dispossessed was opened up to exploitation
through the Homestead Acts, despite a warning by Major John Wesley Powell to the Interior
Department in 1878 that the prevailing methods of land distribution and agriculture would
not work in the arid West.12 The Homestead Acts relieved overcrowded Eastern cities by
offering “public” land to any adult for little more than an $18 filing fee, provided the
claimant moved onto the land and developed it for personal use. After five years, applicants
could file for a deed to the land after demonstrating that improvements had been made. From
1862 to 1938, some 287.5 million acres, or 20 percent of the so-called public domain, was
granted or sold to homesteaders.13 The Homestead Acts unleashed a frenzy of greed and
speculation, fueled by unscrupulous developers who promised those who had lost out in
earlier land grabs overnight riches in wheat production and cattle ranching. “Railroads,
banks, politicians, and newspaper editors all played a variation of the theme.”14 Soon,
millions of acres of prairie grass were being plowed up or overgrazed. With rainfall more
abundant in the first few decades, the hyperbole of the developers seemed to bear fruit. In less
than ten years, homesteaders went from virtual poverty to being masters of wheat estates,
directing harvests with wondrous new machines, at profit margins that in some cases were ten
times the cost of production.15 World War I more than doubled the price of wheat, and
production increased by fifty percent with government-guaranteed prices. But in the postwar
decade, even though the need for wheat was now reduced, the expansion continued, as did the
ripping up of the product of thousands of years of evolution.

Much of the Great Plains should never have been settled. A region unique in its flatness
and lack of forest cover, it constituted 21 percent of the entire land area of the United States
and Canada, making it the largest single ecosystem on the continent outside the boreal forest.
The Great Plains amounted to a gigantic inland sea of perennial grasses that had evolved over
20,000 years or more. A dense root system had allowed these grasses to hold moisture a foot
or more below ground level, a perfect fit for the sandy loam of the region and the fierce
winds and periodic droughts that swept through it.16 Before whites had driven the indigenous
people off the land, the region had been home to millions of buffalo, nearly all of which
would subsequently be slaughtered, in addition to other creatures that had evolved to fit the
land.

Given the nature of this ecosystem, the bonanza promised by the developers could not
last. Starting in the late 1920s, the region suffered the onset of a long drought that was to last
for much of the decade and in some places into the 1940s. Temperatures rose above 100
degrees Fahrenheit for weeks on end. Lakes, ponds, and reservoirs shrank. Fish, frogs, toads,
and salamanders died by the millions.17 With no grass to hold the calcified soil and no water
to irrigate crops, nothing would grow. On the Plains, the fierce winds whipped across the
fields raising billowing clouds of dust into the sky as high as 10,000 feet or more, rolling like
moving mountains.18 The Dust Bowl was also a health crisis. Physicians across the Midwest
reported thousands of cases of what came to be known as “dust pneumonia,” which
sometimes resulted in death.19 On the northern Plains, the heat and drought hatched a plague
of grasshoppers that darkened the sky and ate everything from corn on the stalk to garments
hung on clotheslines.20 To those who lived through it, the Dust Bowl had the character of a
biblical apocalypse. Periodically, the “dusters,” as the storms were called, would darken skies
from Canada south to Texas and east to Washington, D.C., and New York. One particularly
bad storm blanketed ships in dust as far as 300 miles off the Eastern Seaboard and dropped



12 million tons on Chicago.21 The worst duster of all, which occurred on April 14, 1935,
carried in one day twice as much dirt as was dug out of the earth to create the Panama Canal,
which had taken seven years to build.22 By 1934, an estimated one-sixth of the nation’s
topsoil had blown away or was going.23

The Dust Bowl created the first great migration of environmental refugees in the modern
age. An estimated 2.5 million people between 1932 and 1940 left their homes on the Great
Plains and headed West to seek work. But a country suffering from a depression was ill
equipped to deal with this great dislocation. Some found poorly paid work in the fruit and
vegetable fields as migrant laborers, but many were turned away at state borders, and many
often endured squalor in roadside ditch encampments or as hoboes who rode the rails. In the
context of the times, the environmental disasters of the 1920s and 1930s were monumental
ecological and human disasters, comparable in relation to this country to the predicted world-
wide devastation wrought by global warming.

The Environmental Knowledge of the Great Depression Era
While the concept of conservation had been implanted as an American value during the
Progressive era and enshrined in legislation, it was still a limited and somewhat utilitarian
view that prevailed in public policy.24 A portion of the public domain was to be set aside in
perpetuity as wilderness, and public forests were to be managed wisely so that they would
continue to be economically productive. Teddy Roosevelt and his chief forester, Gifford
Pinchot, along with the naturalist John Muir, are justly credited with the establishment of the
National Parks system and with conceiving of conservation as a democratic virtue. It was in
this period that the National Forest Service was established, along with the nation’s system of
wildlife refuges and the first commission to investigate the condition of the country’s
navigable waterways. Also a product of the Progressive Era was protection of human health
as a legitimate goal of conservation, resulting in the Meat Inspection Act and the Pure Food
and Drug Act. The concept of sustainability of the nation’s natural resources for future
generations was also a result of Progressive-era thinking. But in 1933, the year Franklin
Roosevelt took office, Aldo Leopold’s Sand County Almanac, with its more holistic
understanding of ecosystems, was still sixteen years into the future, and Rachel Carson’s
Silent Spring, which demonstrated that the destruction of nature and human health were part
of the same misuse of technology in the service of so-called “progress,” was eighteen years
away.

Roosevelt would build on the legacy left by his predecessors but give the environment a
new meaning and significance. His approach to the environment was more complex, more a
product of scientific interrogation of natural systems and thus closer to that of Leopold and
Carson than to that of his cousin Theodore, and it would take into account the need to
develop some kind of balance between human well-being and environmental conservation.
Franklin Roosevelt was a more modern environmentalist than his predecessors and is still
ahead of any of his presidential successors.

The New Deal’s Economic and Environmental Vision
Though Franklin D. Roosevelt was no radical, the American people were fortunate to have
elected as their president in 1932 a man who was suited to the exigencies of the times. From
his experience with polio, Roosevelt knew about human suffering. He had, as the focus of his
policies, the “forgotten man [sic]”—the common worker, the unemployed, the homeless and



the destitute.25 But beyond that, he had an uncommon understanding of ecological principles
and a visceral empathy for the natural world. As Schlesinger wrote, “he felt the scars and
exhaustion of the earth almost as personal injuries.”26 Another historian wrote:

By innate character and formative experience he was a country gentleman, invincibly, personally rural in his
outlook upon a gigantically mechanized and urbanized America. Stronger in him than in most men was a profound
instinctive feeling for living nature. Something deep in his spirit vibrated in rare sympathy with the rhythms of
seasonal change and weather change, of river flow and sea tide, and the growth of green-growing things, trees, and
grass, food plants and flowers.… thrusting their way out of the living soil into sunlight and air, ripening there in
open air, then dying back into the soil whence they came.27

Roosevelt’s love of nature was formed during his boyhood on the family estate at Hyde Park,
New York, where he developed an interest in the site from both an historical and ecological
perspective. Here he collected species of all the birds on the estate, noted the effects of soil
erosion and deforestation, and became committed to the need for reforestation and land
conservation. Roosevelt’s approach to environmental protection was based on an organic
feeling for and knowledge of the land’s specific ecology. His Farm Journal on the land at
Hyde Park, which he kept from 1911 to 1917, reveals “a level of attention rivaling the
chronicle of an agronomist’s forest science log.”28 His interest in the land was less romantic
than that of a Henry Thoreau or a John Muir; and in contrast to TR, for whom “wild” nature
was something against which to test one’s masculinity, FDR’s nature was more domesticated,
the nature of field and farm and productive forest. The land was a set of relationships—
between humans and between humans and the natural world—that had evolved over time.
The result of that relationship had often been destructive. Thus, the land had to be carefully
husbanded if it was to be able to regenerate itself and therefore to support its human
inhabitants. Sustainable land management was, for Roosevelt, the foundation of a democratic
society.29

From the time he first entered public life, Roosevelt had sought to make conservation a key
focus of public policy. His sensitivity to the integrity of the natural world had been publicly
defined as early as 1912 when, as chair of the Agriculture Committee of the New York State
Senate, he spelled out in a speech the rudiments of what we now call ecological ethics,
among whose principles could be discerned the ideas of generational and intergenerational
equity. The speech could just as well have been written about the United States today as of
the country in 1912. In it he laments both the loss of forests to clear cutting and the reckless
use of land resulting from private ownership, connecting the health of the land to the health
of the human community. In so doing he created a definition of “liberty” that pertained not
only to the individual, but to the community, thus imbuing time-honored values with new
meaning.

There are many persons left to-day that can see no reason why if a man owns land he should not be permitted to do
as he likes with it.… They care not what happens after they are gone and I will go even further and say that they
care not what happens even to their neighbors, to the community as a whole, during their own lifetime. The
opponents of Conservation who, after all, are merely opponents of the liberty of the community, will argue that
even though they do exhaust all the natural resources, the inventiveness of man and the progress of civilization will
supply a substitute when the crisis comes.… I have taken the conservation of our natural resources as the first
lesson that points to the necessity for seeking community freedom, because I believe it to be the most important of
all our lessons.30

For Roosevelt, the health of the human community required not only that the piece of land on
which a particular community lived be handled sustainably, but that Americans had a national
—long distance—responsibility to each other to care for the land, whether that be in Hyde
Park or North Dakota. In a speech to the rather prosperous members of the Home Club of
Hyde Park, he said:



if a farm family is on the verge of starvation in North Dakota, we people in the town of Hyde Park are helping to
pay to keep that family from actual starvation; if we have made mistakes in the settling of the country in the past,
we in the town of Hyde Park have got to pay to correct those mistakes. In other words, that we have a definite
stake, not merely the spiritual side of it, or the social side of it, or the patriotic side, but the actual financial side of
it.31

As chairman of the New York State Senate’s Forest, Fish and Game Committee, Roosevelt
publicized threats to the state’s natural resources and introduced eight bills aimed at
conserving them; and as the governor of New York State, he designed a rural program that
enlisted the support of the state’s farmers and foresters as well as national forestry leaders to
expand the state’s forests, defying upstate power companies that sought to acquire leases on
forest preserves in order to create reservoirs for generating hydroelectric power. He also
successfully sponsored an amendment to the state constitution which gave the state
government authority to purchase and reforest abandoned and sub-marginal land. It was the
nation’s largest reforestation program to date.

When he assumed the presidency of the United States in the midst of the greatest
economic and environmental catastrophes the country had ever seen, Roosevelt immediately
set to work on three programs that uniquely spoke to the combined concerns of
unemployment, underdevelopment, and environmental crisis: the Civilian Conservation Core,
the Soil Conservation Service, and the Tennessee Valley Authority. All three programs were
FDR’s brainchildren,32 all were introduced and initiated within the first 100 days of his
presidency, and all benefitted from his eagerness to push them through in the face of
opposition and ridicule from some special-interest groups.

In the conception and carrying out of these programs, we can see a progression in
Roosevelt’s ecological understanding—an understanding that immeasurably benefited the
people and without which the United States might not have emerged as the economic power
it did after the Second World War. Central to the New Deal environmental programs was the
idea of careful land management and planning based on scientific research that attempted to
reconcile ecological and human patterns of evolution. For New Deal planners, the landscape
was a middle ground between the needs of civilization and the needs of wild nature. Thus,
prevention, recovery, and restoration of destroyed landscapes, as well as conservation, were
placed on the public agenda. This represented a significant—indeed a watershed—shift from
a public ethos in which decentralization, atomistic thinking, and short-term decision making
had led to tremendous waste, inefficiency, and environmental destruction. It also differed
from the Progressive-era ethos in which “wild” nature was to be preserved as much as
possible in its pristine state so that human beings, leaving the realm of “civilization” behind,
could partake of its wonders. Education of the public about these changing ideas of nature
and humanity’s role were also part of the New Deal approach to the environment.33 The third
characteristic of the New Deal approach, which demonstrates its very modern character, was
the idea of holistic planning. Problems such as soil erosion, flooding, deforestation,
disappearing wildlife, unemployment, and poor health were not seen as isolated issues but as
interrelated, thus requiring that they be treated together.

The Civilian Conservation Corps
The most popular of the New Deal work programs was the Civilian Conservation Corps
(CCC), a semi-militarized voluntary work program for impoverished young people. From its
inception in 1933 as the Emergency Conservation Work program (its name was changed in
1937) to its termination in 1942, the CCC employed an estimated 3 million youths, 85,000
Native Americans, and 225,000 World War I veterans, making it the largest peacetime



manpower mobilization in history.34 The program was conceived as fulfilling a double
mission—serving as a work program for unemployed youth and as a way of halting the
erosion of the nation’s neglected natural resource base—thus bringing together two wasted
resources in an attempt to save both. But in its implementation, it also served four other
functions: it provided extra financial assistance for urban families on relief; it infused local
communities with much needed financial and technical aid; it improved the health of its
impoverished and malnourished recruits; and it provided education and training for them. In
urging passage of the program, Roosevelt said:

This enterprise is an established part of our national policy. It will conserve our precious natural resources. It will
pay dividends to the present and future generations. It will make improvements in national and state domains
which have been largely forgotten in the past few years of industrial development.… We can take a vast army of
these unemployed out into healthful surroundings. We can eliminate, to some extent at least, the threat that
enforced idleness brings to spiritual and moral stability. It is not a panacea for all the unemployment but it is an
essential step in this emergency.35

At the same time the program was also a politically clever move, as it served as a hedge
against widespread social turbulence that was then imminent.36

Membership in the CCC was for young people whose parents were on relief, with the
exception of the separate programs for veterans and Native Americans. In 1937, Congress
dropped the relief requirement. CCC workers were to be put to work to carry out a broad
natural resource conservation program on national, state, and municipal lands. Passage of the
legislation setting up the CCC met with expected criticism from Republicans and business
interests that the wages were not to compete with the private sector, and from labor leaders
that the low wages proposed—$1 per day—would drive wages down for all workers. Some
objected to what at first appeared to be an overly militaristic program reminiscent of the Nazi
and Soviet youth programs, as the Army was to be put in charge of logistics. To this
Roosevelt replied that the corps was a civilian corps, explaining that since most of the young
men lived in the East and most of the work projects were to be in the West, the Army was the
only agency capable of handling the logistics of such an ambitious program in such short
order.

There had never before been an organization like the CCC. Prior to the New Deal, the
federal government hardly touched the lives of ordinary Americans. With the exception of
Civil War veterans’ pensions, most Americans’ experience of government had been with
their local and state governments. Yet this was an experiment in top-level management
designed to prevent red tape and political wrangling from strangling the newborn effort. In
order to get the legislation passed, details that would be likely to generate political backlash if
embedded in the legislation were largely left to the president.

The program required the cooperation of four different federal departments. The Labor
Department was charged with hiring; the War Department with physical training,
transportation to specially constructed work camps, clothing, housing, and day-to-day
running of the camps; and the departments of Agriculture and Interior with finding the work
projects, in conjunction with state and local governments. In order to appease labor, the entire
operation was directed by Robert Fechner, a vice-president of the Machinists’ Union and of
the AFL. Unemployed local woodsmen were hired to supervise the work, and within a few
months a voluntary education program was developed providing academic subjects,
vocational classes, and job training. Ninety percent of enrollees participated in some aspect of
the educational program, which was run by the military camp commanders with the help of
civilian educational personnel.

As noted earlier, Roosevelt was personally and viscerally concerned about forest
conservation. In response to a rather ignorant question from a reporter as to what the CCC



men would do in the forests, Roosevelt replied with a lecture on forestry that displayed his
knowledge of the forest as a living ecosystem and his concern for the proper management of
the country’s forests. The passage below is typical of the kind of “teaching” that Roosevelt
conducted during his presidency.

We have to have another class here on it. The easiest way to explain it is this: Taking it all through the East where,
of course, the unemployment is relatively the worst with far more people, nearly all of the so-called forest land
owned by the Government is second, third or fourth growth land—what we call scrub growth which has grown up
on it. What does that consist of? Probably an average of four or five thousand trees to the acre little bits of trees,
saplings, and so forth. Proper forestation is not possible; in other words, you will never get a marketable timber
growth on that kind of land—plenty of cordwood and that is about all. But the timber supply, the lumber supply of
the country, at the present rate of cutting we are using lumber somewhere around three to four times the rate of the
annual growth. In other words, we are rapidly coming to an end of the natural lumber resources and the end is
within sight and, unless something is done about it, we will become a very large lumber importing nation, the
figures showing that it will be from 20 to 40 years when that will come about. Now, take this second, third, fourth
growth land.… Say there are five thousand of these saplings to the acre.… They go in there and take out the
crooked trees, the dead trees, the bushes and stuff like that that has no value as lumber, and leave approximately
one thousand trees to the acre. That means that they are sufficiently spaced to get plenty of light and air and there
is not too much of a strain on the soil. Those trees then eventually will become a very valuable lumber crop. That
is the simplest way of explaining the operations so far as the trees themselves go.37

The practicality and wisdom of Roosevelt’s plan to have the CCC reforest the country had
been questioned by some foresters, but praised by another as “the most unique and
outstanding of its kind in the history of American forestry.”38 The latter appraisal turned out
to have been the correct one. Thanks to Roosevelt’s vision, by the end of the program in
1942, nearly three billion trees had been planted, white pine blister rust had been brought
under control, and the eradication of tree-killing insects resulted in the preservation of forests.
In addition to these measures, the CCC, in cooperation with a remarkable cadre of architects,
engineers, landscape designers, and park planners, had created an estimated 800 new state
and county parks and an infrastructure for their ongoing maintenance, as well as trails,
overnight cabins and shelters, campgrounds, dams, and ski runs to facilitate their recreational
use.39

Thousands of acres of grazing lands in the West were re-grassed by the CCC, fences and
bridges built, and rodent-control schemes enacted. One feature of the effort to recover the
Great Plains was Roosevelt’s own idea, pushed over the objections of most professional
foresters. This was a “shelterbelt” of drought-resistant trees that were planted in 100-mile
wide rows crosswise to the prevailing winds in order to break the winds, anchor soil, and
retain moisture. By the end of the decade, shelterbelts of over 22 million trees had become a
prominent feature of the Plains landscape and had achieved all the success predicted by their
proponents.40 Moreover, by 1942, the CCC’s firefighting efforts had succeeded in reducing
the acreage lost by fire to its lowest point ever, even though a record number of fires were
reported. The CCC also successfully fought seventeen subterranean coal fires that had been
burning for years in Wyoming.41

By the start of the Depression, the United States had experienced nearly 300 years of
unchecked wildlife destruction, which was revealed by the President’s Committee on
Wildlife Restoration, appointed in 1934. At the Committee’s insistence on action, a wildlife
restoration program was devised, and the CCC was used in its implementation.42 CCC
enrollees developed sub-marginal land as wildlife refuges; built fish-rearing ponds and
animal shelters; developed springs; planted food for animals and birds; constructed nesting
areas and reintroduced wildlife to depleted areas; stocked streams, dams, and rivers with fish;
and collected, treated, and released sick or injured creatures on federal refuges. Some camps
were involved in wildlife research, and many more were tasked with the monitoring of
wildlife. By 1938, the most serious aspects of wildlife wastage had been ameliorated, and



funding for wildlife administration had increased by 450 percent. Other activities included
the preservation of historical sites and monuments and irrigation and flood control projects,
including the construction of major dams.

Despite Roosevelt’s desire to make the CCC permanent and its director’s plea for a
permanent CCC before the Senate Unemployment and Relief Committee in 1938, the return
to nearly full employment during World War II meant that the program could no longer
justify its existence to its critics. There were certainly functions that a reorganized permanent
youth service corps could usefully perform. Preservation and restoration of the environment,
after all, would be an ongoing necessity; but the exigencies of its origins, the opposition of
conservatives to any permanent work program, and the attention now focused on preparing
for the United States’s involvement in World War II meant that it was doomed to temporary
status.

The Soil Conservation Service
As we have seen, soil conservation had also been central to Roosevelt’s early development as
an environmentalist. Although some farmers practiced soil conservation, soil erosion
continued to be a problem in the late nineteenth and early twentieth centuries, and none of the
agricultural agencies created during the latter half of the nineteenth century saw soil
conservation as a priority.43 By 1933, however, dirt from the Dust Bowl had settled over the
halls of Congress and the Department of Agriculture, where soil conservation scientists were
still trying to figure out what had gone wrong. In 1929, a dynamic soil scientist, Hugh
Hammond Bennett, who had made a reputation as both an alarmist and an evangelist for soil
conservation, had been hired to head up what was called the Soil Erosion Service in the
Interior Department. Seeking a firmer legislative foundation for soil conservation, Bennett
successfully promoted passage of the Soil Conservation Act of 1935, which created a Soil
Conservation Service in the United States Department of Agriculture (USDA). Bennett
served as its first chief until his retirement in 1951. Travelling by train across the United
States in 1934, Roosevelt had seen for himself the devastation that improper farming methods
had wrought on the northern Plains. As he rode toward Green Bay, Wisconsin, he had a
vision of America that one of his biographers described as an “organismic watershed
concept”:

There was in Roosevelt’s mind a vivid, though vaguely defined, sense of water, flowing water, as means and
organizing principle of Union. The watershed became metaphor. It bespoke the unity of nature and the bitter wages
of man’s sinning against this unity. By the same token, it bespoke the natural necessity and the basis in nature for
defining individual freedom as a cooperative enterprise in any truly civilized human society, especially one of
advanced technology. The America it stood for would be possessed of that “which a young Franklin Roosevelt …
struggled so hard to describe two decades ago.…44

Following Roosevelt’s vision, the Soil Conservation Service was to set up a series of Soil
Conservation Districts to be selected, wherever possible, on a watershed basis. The program
represented the first major federal commitment to the preservation of privately held natural
resources.45 Roosevelt saw that if members of Congress could see the positive effects on the
reduction of flood heights and the deposition of silt from rolling uplands, they would be more
likely to fund the program. Within a few weeks, Bennett had selected a staff “notable, even
among New Deal agencies, for zealous, youthful dedication to its work.”46 Within a few
months, forty erosion control projects encompassing 4 million acres were operating in thirty-
one states, and scores of CCC camps were working with local farmers.

The Coon Valley Project in southwestern Wisconsin established the model for the rest of



the soil conservation projects. Here everything was interconnected by running water. Water
not only compelled cooperation among farmers, but created interdependencies and
cooperation among a variety of technical experts—agronomists, soil chemists, foresters,
wildlife specialists, agricultural engineers, agricultural economists. All these came into Coon
Valley to make a concerted attack on soil erosion in cooperation with CCC’ers and local
farmers. In less than a year there was marked improvement in both Coon Valley’s physical
appearance and, interestingly, in the growth of community among its inhabitants—an
outcome Roosevelt had foreseen in his early conviction that ecological health was necessary
for community health. Within four years of the Soil Conservation Service’s inception, over
half the farms were operating in accordance with complete farm conservation plans.47 By
1938, the CCC had developed more than 500 soil project areas in forty-four states, employing
about 60,000 youths annually. Their work consisted of demonstrating practical methods of
soil conservation to farmers, actual work on private land in cooperation with landowners, and
the development and improvement of erosion control techniques through research. The
agency’s work and staff spread nationwide, eventually cooperating with nearly 3,000 locally
organized conservation districts. The conservation districts proved to be very popular in the
field.

The Tennessee Valley Authority
The Tennessee River and its tributaries had always been volatile; relatively placid in some
seasons and wild and uncontrollable in others. The Mississippi flood of 1927 had established
flood control as a continuing responsibility of the federal government, and one of the initial
purposes of the Tennessee Valley Authority (TVA) was to control hillside erosion through
proper soil conservation and to create a series of reservoirs and dams to mitigate flooding and
harness the river’s potential to provide power and navigation to the region. Roosevelt’s vision
of the project was a multidimensional one and perhaps the boldest challenge to the
established order, as it had the potential to demonstrate that planning and community
cooperation could work and that a government-owned business could compete successfully
with private enterprise.48 It would link water power, flood control, forestry, conservation,
reclamation, agriculture, and industry in one vast experiment that, if successful, could be
replicated in other major watersheds around the country. It was to be the basis of a new kind
of economy. “Could the valley be so transformed by regional planning,” he asked, “as to
support not only those now living in it, and at a decent standard of living, but also others who
moved in, myriads of others who now, jobless and hopeless, walked the city streets?” His
vision was of a kind of back-to-the-land movement where people could be spiritually and
physically restored through useful work in small industries “where the people can produce
what they use, and where they can use what they produce, and where, without dislocating the
industry of America, we can absorb a lot of this unemployment, and give the population a
sound footing on which it can live.”49

In the structure of its governmental relations, the TVA was without organizational
precedent, occupying a place midway between the national government and the states.
Directed by a three-person board appointed by the president, it was nevertheless accountable
not only to the federal government, but to state, county, and local governments. This required
a complex network of agreements with states, cities, counties, the U.S. Forest Service, the
Fish and Wildlife Service, the Agriculture Department, the U.S. Public Health Service, and
many private organizations such as farmers’ cooperatives. In the complex federal structure of
the United States, with its myriad levels of government each having different jurisdictional
authority, often in competition with each other, and with the endemic fear of “Big



Government” that had been built into the political culture from the founding, this was no easy
task. As one of its staff members recalled, the TVA became an illuminator of a number of
dichotomies that had plagued—and still plague—American political life: centralization vs.
decentralization; uniformity vs. diversity; regionalism vs. sectionalism; public vs. private
realms. Amazingly, the TVA was able to hold both sides of these dichotomies in creative
tension, at least for a period of five years. It was a centralized agency working in a
decentralized manner that actually empowered states and local governments, giving them
responsibilities not formerly within their province. Employing the vision of a unified region
defined by its particular ecosystem required diversity in organizational structure, procedures,
and methods. The TVA sought to build a strong regional economy that could contribute to a
stronger national economy. While recognizing the importance of the work of specialists, it
insisted on an integrated approach to development.50 Each issue TVA faced—whether it was
power production, navigation, flood control, malaria prevention, reforestation, or erosion
control—was studied in its broadest context and weighed in relation to the others.

The TVA built locks and cleared channels for river transportation, exorcised the curse of
periodic floods, developed fertilizers, taught farmers how to improve crop yields, improved
agricultural tools, replanted forests, controlled forest fires, and improved habitats for wildlife
and fish. With passage of the Flood Control Act of 1936, policies to control floods were put
in place that endure to this day. The remarkable engineering projects carried out by the Corps
of Engineers have saved billions of dollars in property damage and protected hundreds of
thousands of people from anxiety, injury, and death.

Prior to the establishment of the TVA little attention had been given to water quality, and
little knowledge was available. The TVA undertook a survey of the extent of stream
pollution. The facts collected provided a basis for the development of the first stream
pollution legislation in various states and laid the groundwork for implementation of the 1948
Federal Water Pollution Control Act.

Within sixteen years of the TVA’s operation, malaria had been completely eradicated
through a scheme of water fluctuation measures for its reservoirs, creating an environment in
which the larvae of mosquitoes were unable to thrive. Unlike the modern tendency to treat
insect infestation with chemicals, in this case an ecologically consonant remedy was found.
By collaborating with health institutions in the search for knowledge and control, the TVA
helped stimulate greater interest in malaria control in areas far beyond the zone of direct
influence.51 Fertilizer production was revolutionized not only in this country but abroad, so
that fertilizer is now made with the aid of TVA technology.52 But the most dramatic change
came from the electricity generated by TVA dams. Within a decade, the TVA had built 21
dams, and by the early 1940s, one out of every five farms had been electrified. Electric lights
and modern appliances made life easier and farms more productive. Electricity also drew
industries into the region, providing desperately needed jobs.

Limitations of the New Deal Programs
While providing very important and lasting legacies for generations to come, neither the
CCC, the TVA, nor any of the other stimulus programs devised by the Roosevelt
Administration was able to bring the country out of the Great Depression. The business
community refused to allow government stimulus spending anywhere near what was needed,
and Roosevelt himself did not veer from his commitment to a balanced budget until he was
persuaded to reverse his disastrous 1937 budget balancing decision and to increase WPA
spending substantially, though not enough to end the Depression. Thus, the works programs



of the New Deal that brought hope to so many and did so much to conserve the environment
and culture, improve health, and build the infrastructure that is still in use today were doomed
to be temporary, all of them ending with the onset of World War II.

This is not to say that there were no problems in the execution of these programs. In an era
of deep racial segregation, with congressional committees headed by Southern Democrats
and a federal system dictating that most programs had to be implemented by the states, blacks
in work programs faced discrimination both in hiring and pay scales. The CCC was an
exception. Roosevelt stipulated that the CCC employ African Americans, which it did in
about the same proportion as their representation in the population, yet they had to serve in
segregated units. So too, when the TVA built model communities, they were racially
segregated. Like so many of the New Deal work programs, the CCC was conceived as a
males-only program, depriving women of the opportunity to gain new skills and to contribute
to the nation’s conservation; and the New Deal’s emphasis on development often clashed
with Native Americans’ cultural rootedness in the land. Moreover, the CCC’s educational
program, tacked on after it had begun, was never well supported at either the local or highest
administrative levels, preventing it from achieving even more significant educational gains.53

Although the idea of combining relief with environmental conservation was a “brilliant
idea” and contributed to the program’s popularity, this combination was also its undoing. As
sociologist Robert Leighninger has noted, “the balance of conservation and relief was more
delicate than Roosevelt understood. Underneath the compelling synthesis were several issues
that posed threats of cleavage: education, class, and military control.”54 As time went on,
Roosevelt himself lost sight of the program’s double mission, with the result that critics from
both the right and left were able to weaken Congress’s commitment to the program’s being
made permanent. For example, conservative critics were able to redefine the program as a
relief program and thus to characterize the work as “make-work.” Isolationists, on the other
hand, criticized the program’s military orientation, and Roosevelt, himself, finally had to
resort to defending the program on the basis of its contribution to war readiness. The fact that
protection of the environment amounted to a national security issue as much as war
preparedness and that a permanent civilian conservation corps could contribute to two
ongoing national needs—countercyclical employment and environmental protection,
conservation, and restoration—were lost in the fights over the program’s extension.55

Not all of the New Deal’s environmental programs were environmentally beneficial, due
in part to the conflict inherent in attempting to balance the needs of the natural environment
against those of a growing population, in part due to the still-incomplete scientific
understanding of ecology existing at the time. Opening up the national parks to human traffic
made possible by the CCC was a point of contention between the wilderness preservation and
conservationist wings of the environmental movement of the time, and is a point of tension
with many environmentalists today.56 The CCC’s planting of the kudzu vine, a non-native
species, to prevent soil erosion in the Southeast, proved to be an ecological disaster as it
spread quickly and widely, smothering native growth. It was finally declared a weed by the
USDA in 1953 and outlawed for use in soil erosion.

Despite many New Dealers’ assertions that humans had to adapt to the harsh environment
of the Great Plains, and some, like Harold Ickes, who recommended not doing anything to
help people remain on the Great Plains so that the land could return to nature, Roosevelt’s
commitment to saving both people and land resulted in a kind of compromise between the
two, even though the scientist in him counseled that “at least one hundred million acres of
land now under the plough ought not to be cultivated again for a whole hundred years.”57 The
report of the government’s Great Plains Committee had called for a “new economy based on
conservation and effective use of all the water available. Intelligent adjustment to the ways of



Nature,” the Report said, “must take the place of attempts to ‘conquer’ her.”58 Consequently,
techniques such as fallowing, greater crop diversity, contouring, and stubble retention
allowed farming and grazing to continue, but it had to be supported with federal subsidies.59

The CCC’s aggressive fire prevention and suppression activities were later criticized by
scientists who came to understand the role played by fire in forest progression.60

The TVA was always more controversial than the CCC, since it required the cooperation
of so many different interests; challenged those of private energy companies which
complained that the government had an unfair advantage in that it could borrow unlimited
funds at low interest rates and deprive private energy investors of their equity; and required
people at the local level to change their land-use habits.61 The dams built by the TVA and the
other large dams constructed by the New Deal, while bringing electricity, industry, and
development to underdeveloped areas, also displaced thousands of families from their homes
and made land that could have been used for agriculture unavailable. Another example of the
law of unintended consequences due to insufficient understanding of environmental systems
is the fact that large dams, once thought to be “clean” sources of energy, have been found to
interfere with fish runs and have recently been discovered to be producers of methane gas, a
more potent contributor to global warming even than carbon dioxide.62 Moreover, in
providing electricity at cheaper rates than private companies, the TVA inadvertently invoked
“Jevons Law.”63 The increased demand for electricity that resulted was not, in hindsight, an
ecologically sound basis for energy conservation, because it led to increased use of coal that
resulted in strip mining and eventually nuclear power, unleashing powerful entrenched
interests in those industries that are now resisting the need to move toward a clean energy
economy.64

In addition, within five years, the comprehensive vision for the region that had enlivened
Roosevelt became narrower as TVA officials found themselves capitulating to local political
interests. A bill that had envisioned the development of seven regional authorities modeled on
the TVA fell afoul of state’s rights interests, lobbying by power companies and political
infighting over turf within the Roosevelt Administration.65 The TVA’s laudable focus on
grassroots involvement also meant that Southern conservatives could influence the
implementation of the program, steering its benefits to already existing political institutions,
such as the white land-grant colleges and to white grassroots communities, depriving African
Americans of access to the benefits of this national program.66 The TVA eventually devolved
from a grand experiment in national planning into a government wholesale power supplier.

Learning from the New Deal Environmental Experience
Perhaps one of the most important lessons to be derived from the limitations of the New
Deal’s environmental programs is that protecting and preserving the environment both for
current and future generations requires an ongoing commitment of national and international
political will, resources, and energy. Population growth, technological change, and
consumption habits driven by capitalist growth imperatives continuously threaten to destroy
the natural basis of all economic activity. We can learn much from the conservation and
reclamation efforts of the New Deal administration about the resiliency of eroded natural
systems, given the right mix of policy responses. However, without an ongoing international,
national, and, of course, regional and local commitment to continuous environmental
preservation, conservation, and reclamation, the earth’s carrying capacity—its ability to
sustain human life itself and all economic activity—will eventually die. Ecologists tell us that
as a species we are now in a condition of “overshoot.” We are currently using up, in less than



a year, more biocapacity than the entire earth produces in one year. As of 2008, humans were
demanding 1.52 planets to maintain their lifestyles, 2.5 times more renewable resources than
were required in 1961. Moderate United Nations scenarios suggest that if current population
and consumption trends continue, by the 2030s, we will need the equivalent of two Earths to
support us.67

A long-term commitment to the environment requires national planning. Roosevelt had
been very clear in his views on this. As early as 1933, he established the National Planning
Board (later the National Resources Planning Board- NRPB) which was tasked with taking
an inventory of both the human and natural resources of the country with a view to planning
for the long-term sustainability of both. In his State of the Union message in 1935, FDR,
reiterating his commitment to “the security of the men, women, and children of the Nation”
as his defining mission, spoke of environmental sustainability as requisite to the security of
the American people. Indeed, he placed it first, and hinted that long-term planning involved
far more than the concrete environmental programs he had already initiated.

A study of our national resources, more comprehensive than any previously made, shows the vast amount of
necessary and practicable work which needs to be done for the development and preservation of our natural wealth
for the enjoyment and advantage of our people in generations to come. The sound use of land and water is far more
comprehensive than the mere planting of trees, building of dams, distributing of electricity or retirement of sub-
marginal land. It recognizes that stranded populations, either in the country or the city, cannot have security under
the conditions that now surround them.68

As he had when he had described his vision in 1933 for the Tennessee Valley as one of
planning, not only for an entire region, but for “generations to come,”69 so in response to a
reporter’s question about whether the Ohio River flood of 1937 was going to result in more
flood control work, Roosevelt responded with even more specificity about planning:

… we have in the last three or four years been developing a synchronized program to tie in the entire field of flood
prevention and soil erosion. That is one reason why I hope, in the Reorganization Bill, we can have a Central
Planning Authority, which will be responsible for, let us say in the case of all of the waters of the Mississippi,
responsible for a plan which will cover all of the watersheds that go into the Mississippi. And then all the work that
is being carried on will have some relationship to the work that is being carried on at some other point.70

Since the TVA experiment, however, there has been no governmental emphasis on long-term
planning. In 1977, President Jimmy Carter tried to raise the need for a national energy policy
to deal with growing demand and diminishing resources, but he was drowned out by the then
still largely invisible propaganda campaign of the fossil fuel industry and Republican right,
and his energy proposal went nowhere. In 1980, instead of the “pessimistic” realist who had
urged the nation to face the facts, the country elected Ronald Reagan, the sunny optimist,
who immediately took the solar panels off the White House, killed funding for mass transit
and alternative energy programs, and steered the country toward dominance by large, wealthy
corporations—especially the fossil fuel industry.71 More recently, President Obama
suggested that we need to plan for the future by creating a modern energy grid, developing
every source of American-made energy and investing more heavily in renewable energy, but
he has not pushed these ideas very hard, afraid that in a volatile climate any suggestion of
planning may be labeled as “socialism” or “government control” by his political adversaries.
And unlike Carter, he has not dared to suggest that perhaps Americans should try to reduce
their energy consumption. The result, which the White House even brags about on its
webpage, is that energy consumption has steadily increased during the Obama
Administration.

The tendency of capitalist economies to treat the environmental effects of productive
activity as “externalities” makes applying the lesson about long-range planning extremely



difficult, especially in the United States where free-market fundamentalism seems to
permeate the national culture more than in any other country. The denial of the centrality of
the environment to human development is also exacerbated by the short-term nature of the
decision-making process that is built into the American political system. Long-term planning
and long-term commitment are made extremely difficult by election cycles that, for all
practical purposes, have gotten shorter and shorter. As the TVA experience shows, national
planning is also hampered by the long-standing ideology of states’ rights which is a product
of the American federal system, by the multitude of powerful private interests that would be
threatened by such planning, and by the entrenched fiefdoms that exist in a federal
bureaucracy that came into being at differing times.

The complexity of the natural environment dictates that we cannot know ahead of time
what consequences our actions will have on it. Thus, another lesson to be drawn from the
negative experiences of the New Deal’s attempt to conserve the environment is the need to
apply the precautionary principle to every new policy, program, and technology that has
environmental consequences, using the best science that is available at the time. Had
Roosevelt’s foresters made use of the precautionary principle, they might not have been so
ready to use kudzu to prevent soil erosion or have allowed energy demand to grow without
placing some limitations on its use and the sources from which is derived. Fortunately, we
have today so much more knowledge of how natural systems work than we had in the 1930s
as well as analytical tools developed by complexity theorists to anticipate many of the effects
that our actions will have on the environment. We should therefore be able to apply the
precautionary principle with a great deal more precision. What is lacking is the political will.

Despite the numerous limitations of the New Deal environmental programs and the
lessons we could derive from them, there are also many positive lessons that can be drawn
from these experiences of massive social and physical engineering. Foremost among them
were a president and administration that were willing to think big and to go far beyond the
strictures of the private market. Especially important was tackling the root causes of the
environmental crises, rather than treating them as temporary aberrations. As Woolner has
noted, it is thanks to the New Deal’s Soil Conservation Service and the Great Plains Shelter
Belt that we have not experienced another Dust Bowl—even in the face of such severe
conditions as the droughts of 1956 and 2012.72 Second was the enlightened vision and
political skills of President Roosevelt himself. As Tarlock has noted, more than any other
president, FDR “had an acute awareness of the potential limits that the environment places on
humans and the need to understand those limits.”73 The application of science-based
ecological principles to solve long-standing environmental problems was a critical aspect of
this leadership, as illustrated by the eradication of malaria in the Tennessee Valley, not
through the use of pesticides, but by using the life cycle of the mosquito against itself. Other
aspects of Roosevelt’s leadership were his understanding of the interrelationships of human
and non-human ecologies, his ability to bring creative, visionary leadership into his
administration, his capacity to promote the institutional changes needed to carry out the
vision, and his recognition that the public needed to be educated about conservation if they
were going to support it.

Contrast this with contemporary administrations. While the findings of science itself were
disdained by the George W. Bush Administration, the Obama Administration, which claimed
to restore science to its rightful place in policymaking, often capitulated to the interests of the
fossil fuel industry and to the consumer-driven quest for greater energy consumption. Unlike
Roosevelt, Obama did not use the bully pulpit to educate the American public about how the
environment works. His tepid support of climate legislation saw the legislation go down to
defeat. Nor did he seek aggressively enough to rally the country to reduce greenhouse gas



emissions or to prepare for the adjustments that will have to be made in our lifestyles as
climate change deepens. His public pronouncements fell short of the deep understanding of
ecology that Roosevelt demonstrated seventy-five years ago.

While Obama faced far greater political obstacles to effective environmental policy
making than Roosevelt—a Republican Party that has been wholly captured by the now
powerful fossil fuel industry and a Democratic Party that is deeply divided over energy issues
—he could still have used the mandate he was elected with in his first term far more
effectively than he did. In the areas where he had complete control, he failed tragically to
exhibit the kind of leadership required of a president facing looming environmental problems.
He gave tepid support to his first environmental regulator, Lisa Jackson, in her effort to
strengthen clean air regulations. To the consternation of many environmentalists, he pushed
so-called “clean coal” and nuclear energy, supported hydraulic gas fracturing, and after
placing a moratorium on offshore oil drilling following the disastrous Gulf Oil spill,
eventually capitulated by promising to allow exploration of oil off the Atlantic waters within
five years. He opened up a large chunk of Wyoming public land to coal mining, and, after
being pushed by a massive environmental civil disobedience campaign to place a moratorium
on the Keystone XL pipeline, he again capitulated by agreeing to the building of a southern
section, which environmentalists argue is just a wedge into completion of the pipeline in the
future. While giving lip service to environmental protection and enacting some positive
measures through executive orders, such as increased auto fuel efficiency standards and
funding some energy efficiency and renewable energy projects with the stimulus bill, the best
that can be said about Obama’s first term is that he helped fend off an all-out assault on
environmental policies and regulations by the Republicans and their Tea Party and fossil fuel
supporters.74

After the massive destruction of Hurricane Sandy on the East Coast in the fall of 2012,
Obama came out more forcefully, at least in rhetoric, at the start of his second term about the
need to tackle climate change, vowing to use his executive powers if Congress did not act. In
contrast to his first term’s commitment of public lands to oil and gas leasing, near the start of
his second term he designated five new national monuments which will preserve thousands of
acres of wilderness.75 Yet he failed to commit himself to any of the most important steps to
halt climate change, such as calling for a carbon tax, and he remained wedded to an “all of
the above” energy policy, refusing a request from the governors of eight states to waive the
federal requirement that corn-based ethanol be blended with gasoline,76 continuing to
expedite oil, natural gas, and nuclear power leases while also funding renewable energy and
calling for a market-based approach to greenhouse gas reduction. Despite his new rhetoric, he
appeared to be oblivious to the contradictions embedded in his approach to energy policy and
continued to support economic growth without acknowledging that the kind of growth we
have been pursuing is destroying the planet. Moreover, hidden in his 2014 budget is a
proposal to privatize the highly popular Tennessee Valley Authority that has provided the
region with low-cost energy, navigation, land management, and flood control for over eight
decades.77

Another lesson of the New Deal experience is that hiring young unemployed people to
work in conserving the environment is far more cost-effective than using that same money in
other ways, such as tax reduction, and meets two needs at once. Throughout the tenure of the
New Deal, critics on the right complained that the work-relief programs were costing too
much. Nevertheless, the long-lasting achievements of the CCC are incalculable and far
outweigh the yearly per capita cost of $1,004, which in 2012 inflation-adjusted dollars comes
to about $17,731. Compare this figure with the cost of Obama’s stimulus program, which, as
of the first quarter of 2011 had cost $666 billion and produced or saved between 2.4 and 3.6



million jobs at a cost per job of $278,000 as estimated by the conservative Weekly Standard,
or somewhere below $100,000 per job as estimated by the liberal Economic Policy
Institute.78 Or compare it to the estimated $1.4 million the Pentagon spent in 2012 to deploy
each soldier in the Middle East.79 For a mere fraction of the cost of either the stimulus or our
bloated military budget, the CCC essentially reforested a country whose original forest cover
had been decimated, adding 20 million acres in the East and Midwest to the nation’s forests.
A 1960s study noted that half the trees ever planted in the United States up to that time were
planted by the CCC. The program added more park acreage than Teddy Roosevelt’s
administration, turning the National Park System into a truly national system exhibiting
much more diversity and including culture as well as nature preservation. It more than
doubled the number of national wildlife refuges; and, in conjunction with the Soil
Conservation Service, restored much of the nation’s topsoil to health. The CCC’s hiring of so
many landscape architects generated a new interest in the field, leading to rising pursuit of
interest in professional degrees in landscape-related fields, as well as new programs to
provide such training.80 And both the CCC and TVA contributed greatly to the future
environmental movement, creating a base of knowledge about what works and does not work
to preserve and restore the landscape.

Moreover, the role of the CCC as a conserver of the human resource base can in no way
be measured economically. Despite the limitations of the CCC educational program, by June
1941, over 100,000 illiterate persons had learned to read and write, over 25,000 had received
eighth-grade diplomas, over 5,000 had graduated from high school, and 270 were awarded
college degrees.81 The on-the-job technical vocational education was, of course, a component
as well, providing many graduates of the program with skills that they could turn into paid
work upon completion.82 A Library of Congress study concluded that the CCC “is now one
of the important educational organizations in the country.”83 As one historian remarked, the
young men of the CCC did more “than reclaim and develop natural resources. They
reclaimed and developed themselves.”84 When the program started, the majority of enrollees
were malnourished. Records showed that the men gained weight, muscle, and height, and
their disease and mortality rates were lower than the national average for men of their age
group. They had not only gained education and health but new vistas for future employment,
an appreciation for the natural environment, hope for the future, and a new faith in the
country and its possibilities. In addition, their pay, which was required to be sent home,
helped sustain their desperate families during the worst years of the Depression.

During crises of such magnitude as those experienced in the Great Depression, when local
communities can see the benefits of federal help flowing to their entire community,
Americans’ traditional fear of big government and top-down planning greatly diminishes.
The CCC was the most popular of all the New Deal programs, and few in the TVA region
would wish that the federal government had never been involved in rural electrification or
ridding the region of periodic floods and malaria. Moreover, the program’s focus on
environmental conservation engendered a national dialogue about the meaning of
conservation that forced members of the Roosevelt Administration to accept a more holistic
and increasingly ecological approach to federal planning.85 Through aggressive educational
campaigns that used print, film, and photography as well as presidential addresses, the idea of
conservation had been broadened in the public mind into what we would now call an
ecological understanding of the deep relationship between human development and sound
earth-management principles. Human health, human development, human community,
human rights, and even human spiritual well-being were all tied to the health of the land. The
evolution in Roosevelt’s own thought and in the thought of his Brain Trust is exemplified in
his desire to make the National Resources Planning Board permanent. In 1942 the NRPB



issued a report that was an effort to craft the blueprint for continuing to expand the
government’s social welfare and employment programs in the years after the New Deal.
While a permanent work program to conserve the environment was not foreseen by the
NRPB’s report, the need for an ongoing federal commitment to full employment was; and
since ongoing work to restore and sustain the environment had been in Roosevelt’s original
vision for the Board,86 it is not inconceivable that, had such a national planning agency been
established, it might have added environmental programs as new environmental challenges in
the years ahead made their appearance.87

The CCC had laid the groundwork for the national environmental movement that emerged
in the late 1960s. Thousands of former enrollees in the CCC went on to take jobs in the field
of conservation and to join or form environmental organizations, while the next generation
who learned to love the outdoors through family camping experiences became the
environmental activists of the 1970s. It was only through the efforts of those environmental
activists of the 1970s and some sympathetic members of Congress that the United States has
any environmental regulations today. Perhaps Roosevelt’s own assessment, made in a speech
in 1937, best sums up the lessons of these years:

If, for example, we Americans had known as much and acted as effectively twenty or thirty or forty years ago as
we do today in the development of the use of land in that great semiarid strip in the center of the country that runs
from the Canadian border all the way down to Texas, we could have prevented in great part the abandonment of
thousands and thousands of farms in portions of ten states and thus prevented the migration of thousands of
destitute families from those areas.… We would have done this by avoiding the plowing up of great areas that
should have been kept in grazing range and by stricter regulations to prevent over-grazing. And at the same time
we would have checked soil erosion, stopped the denudation of our forests and controlled disastrous fires.88

To bring the lessons of this aspect of the New Deal programs up to date, it is worth
speculating that, had the CCC, the Soil Conservation Service, and the TVA not existed, the
nation might have experienced the tipping point for climate change and species destruction
much earlier in our history. Indeed, had the work of the CCC and the Soil Conservation
Service not happened, the 2012 drought experienced in the Southwest and Midwest would
have immediately turned into a dust bowl.

Tragically, however, the more impressive accomplishments of the New Deal programs
lost much of their momentum and support by the end of World War II. But even as early as
1937, the New Deal had been losing ground as a result of the fight over expansion of the
Supreme Court and a weakening economy, which Roosevelt’s turn to deficit reduction only
exacerbated, with the result that the country suffered a “depression within the Depression.”
The New Deal as an attempt to restructure the American economy virtually ground to a halt
in 1938.89 The war itself ended the CCC, but with the untimely death of Roosevelt in 1945,
the forces of reaction were able to mobilize more effectively. The TVA was to be the first and
only experiment in comprehensive regional development; and the National Resources
Planning Board, which had drawn up plans for the demobilization of the war machinery, a
postwar full-employment economy, and an expanded welfare state was disbanded even
before the war’s end, the victim of fierce attacks by conservatives in Congress.90

Today, the family farms that once dotted the Great Plains are gone, leaving in their wake a
string of ghost towns except in the areas where newly discovered oil and natural gas have
created overnight boom towns. The Southern Plains and the Southwestern part of the United
States are facing a water shortage as great as that faced by those who experienced the Dust
Bowl.91 In the last three or four years, parts of the United States have been hit with an
increasing series of environmental disasters—hurricanes, tornadoes, floods, wildfires,
droughts—yet not enough is being done to mitigate the greenhouse gases that scientists say
may be largely responsible for the increasing frequency and severity of these disasters.



Moreover, a recent study revealed that in 737 U.S. counties out of more than 3,000 (most
in the region that New Deal policies were meant to improve), life expectancies for women
declined between 1997 and 2007, reversing nearly a century of progress in public health, a
trend not seen since the great influenza epidemic of 1918.92 The natural and physical
infrastructure of the nation has been badly eroded, yet budget cuts have closed state and local
public parks, threatened food safety inspection, and other vital public services. The
immanence of possibly catastrophic climate change means that we must move very quickly to
make our economy environmentally sustainable. This makes national government
intervention, planning, and financing—not to mention international coordination—all the
more urgent; yet even here we see the failure of the Obama Administration to respond to the
severity of the problem. At both the 1999 Copenhagen and 2012 Rio Earth summits, the
United States played a conspicuous role in dampening efforts to achieve a coordinated
international attack on greenhouse gases, pushing instead for vaguely worded national
voluntary efforts.

The situation today, differs, of course, in several important respects from that faced by the
Roosevelt Administration, making the solving of these problems infinitely more complex.
Unlike in the 1930s, the United States is now a debtor nation. To move at the speed and with
the resolve displayed by the Roosevelt administration would require taking on more public
debt—at least in the short run—a course that appears at the moment politically unsolvable
unless, of course, we decide to create different ways of financing these programs. In contrast
to the United States in the 1930s, we are now saddled with an enormously powerful military
industrial complex that eats up over half the discretionary federal budget. With its tentacles in
every congressional district in the country, providing jobs, revenue to state and local budgets,
and campaign contributions, it has become almost impossible to dislodge.93 Reducing the
military budget to that which is needed to defend the country from attack would be one
important revenue stream, but that is not even on the political radar screen. The National
Guard could provide the quick logistical support needed to get a national Youth Service
Corps something like the CCC off the ground. Such a corps, while engaged in ongoing
needed work, could also be trained and mobilized quickly to provide emergency relief and
recovery in cases of national disasters, like hurricanes Katrina and Sandy. Here again, the
New Deal provides a precedent. WPA workers were mobilized in just this way during the
great Ohio River flood of 1937. According to a local journalist,

Trained military forces could hardly have done a better job of flood rehabilitation than did Fifth District WPA
workers.… They were everywhere, from start to finish, doing all kinds of jobs—constructing sanitary toilets over
sewer manholes to protect the city’s health; carrying relief supplies over precarious catwalks, cooking, and serving
meals for refugees, soldiers, and coast guardsmen, disposing of garbage and refuse, rescuing livestock and persons,
cheering, and entertaining refugees.94

Not only has the idea of national or regional planning been abandoned, but any attempt,
howsoever mild, to suggest that the federal government should do more to regulate business
and stimulate the economy, let alone plan for the future, is stifled by the pejorative labels
“socialism” and “big government.” Our scientific knowledge of the environment has
progressed way beyond the conservation underpinnings of the New Deal programs; yet a
significant sector of our political establishment and the public (including some scientists)—
misinformed by a well-funded global warming denial campaign waged by the fossil fuel
industry, by an unwillingness to go against views held by their primary reference group, or by
a reluctance to change comfortable lifestyles—is in denial about the preponderance of
scientific evidence pointing to human-induced climate change.95 Presidential leadership thus
far seems woefully lacking in the kind of organic understanding of the relationship between
human development and the environment that was present among New Deal leadership. And,



finally, we face today an entire country that must be radically reconstructed on a sustainable
basis. So the lessons of the New Deal are still applicable. The need to relearn them is urgent,
and to the extent that they apply, they may well serve as lessons in many other parts of the
world.
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New Deal Agricultural Policy

The Unintended Consequences of Supply Management

BILL WINDERS

… the real and lasting progress of the people of farm and city alike will come, not from the old familiar cycle of
glut and scarcity, not from the succession of boom and collapse, but from the steady and sustained increases in
production and fair exchange of things that human beings need.

—Franklin D. Roosevelt, Statement on Signing the Agricultural Adjustment Act of 1938,
February 16, 1938

New Deal agricultural policy was undoubtedly a response to the Great Depression as it
affected agriculture and, to a lesser extent, the environment. Yet, this response was neither
inevitable nor automatic. Just as with the recent financial crisis and recession, the Great
Depression was preceded by a world economic crisis in agriculture that rested on several
factors: unstable prices, expanding production (beyond demand), environmental degradation,
and a faltering system of international trade in agriculture.1 Overproduction and price
instability, in particular, plagued farmers in the United States and around the world as early
as the mid-1920s. The eventual New Deal response was bold and among the most extensive
economic interventions created as it regulated prices and production of agricultural
commodities through the Agricultural Adjustment Act of 1933 (hereafter, AAA) and its
policy of supply management. These elements aimed to coordinate and regulate agricultural
production and markets in ways that would alleviate overproduction and market collapses.
Other elements of New Deal agricultural policy aimed to redistribute land and expand
opportunities in rural areas or to ease the environmental degradation brought by expanding
and industrializing agriculture at the time. Thus, agricultural policy in the New Deal not only
intended to regulate agriculture and smooth out markets, but it also aimed at increasing farm
income, reducing rural poverty, and promoting conservation in farming.



Despite this boldness, New Deal agricultural policy eventually came to reinforce existing
patterns of inequality and industrialization in agriculture. For example, the number of farms
decreased, and average farm size increased as agriculture became more concentrated. And by
reinforcing the inequalities in agriculture, some of the core elements of New Deal agricultural
policy promoted some farming practices and technologies that contributed to environmental
decline: much greater use of chemical fertilizers, pesticides, and herbicides, as well as
intensive irrigation in some regions such as the Great Plains—which had been struck by the
Dust Bowl in the 1930s.

To understand fully this long-term development, however, we need to start with the
origins in the agricultural depression beginning in the 1920s. The next section, then, explores
various agricultural aspects of the nascent depression in the 1920s as well as the initial
political responses. Then the chapter will explore New Deal agricultural policy and how it
was won. What political forces and context brought forth the policy of supply management?
Next, the heart of the chapter examines the development and consequences of supply
management policy in the mid–twentieth century, as this New Deal policy ultimately resulted
in several important yet unintended consequences: changes in regional class structures,
production patterns, and farmers’ economic interests. This section also examines how the
long-term trajectory of New Deal agricultural policy is apparent today. The chapter ends with
a reflection on the lessons of New Deal agricultural policy for the current era of economic
troubles and political debates about government economic policy. It all starts, however, in the
early twentieth century.

The Depression in Agriculture and Early Political Responses
During and immediately after World War I, agriculture prospered as prices for cotton, wheat,
corn, and other agricultural commodities increased significantly as a result of increased
exports to Europe. Between 1914 and 1919, cotton prices rose from about 7 cents per pound
to about 35 cents per pound; wheat went from 97 cents a bushel to $2.16 a bushel; and corn
rose from 67 cents a bushel to $1.44 a bushel. At the same time, gross farm income more than
doubled, from $7.6 billion to $17.7 billion.2 After the brief postwar recovery of European
agriculture, this prosperity was interrupted by a short but intense depression from 1920 to
1921 as market prices fell by more than 50 percent: cotton fell to 17 cents a pound, wheat to
$1.03 a bushel, and corn to 46 cents a bushel. Likewise, gross farm income fell to $10.5
billion in 1921—a drop of more than 40 percent in two years (see Figure 10.1).

Market prices rebounded somewhat in 1924 and 1925, but this rebound ended as prices
resumed their downward slide between 1926 and 1930: cotton prices averaged about 16.8
cents a pound, wheat about $1.10 a bushel, and corn about 80 cents a bushel. This represented
a decline of at least 20 percent from the cotton and corn prices in 1924, and from the wheat
price in 1925. Furthermore, agricultural prices began a continuous decline in 1927 that would
not end for about six years. A few years before the U.S. stock market crash in October of
1929, then, agriculture had begun to slip into depression.3



Figure 10.1 Wheat, Corn, and Cotton Prices, 1910–1940.

After 1929, agriculture markets collapsed as the entire economy was enveloped by the
Depression. In 1932, agriculture hit bottom along with the rest of the economy. Wheat was a
mere 37.5 cents per bushel by 1932—a decline of more than 70 percent from 1925. Cotton
prices fared just as poorly. After rising to about 23 cents a pound in 1924, cotton prices fell to
5.7 cents a pound in 1931—a drop of about 75 percent in only seven years. Finally, corn
prices experienced a similar decline: after reaching $1.06 in 1924, corn fell to 32 cents a
bushel in 1932—a 70 percent decline.

The collapse in agricultural prices, of course, led to a sharp decline in overall farm
income, as this economic crisis affected everything from wheat, to hogs, to tobacco.4 Average
income per farm fell from $2,051 in 1926 to $953 in 1932—a drop of about 54 percent in
seven years.5 Per-farm income for cotton farmers fell even faster, by 68 percent between
1929 and 1932, from $1,245 to $397.6 With farm prices and income in a free-fall, farmers
throughout the country increasingly faced bankruptcy and bank foreclosure on their
mortgages. The rate of farm foreclosures and bankruptcies in the United States more than
doubled, from 18.7 per 1,000 farms in 1931 to 38.8 per 1,000 farms in 1933.7 Thus, the
depression of the late 1920s and early 1930s devastated U.S. agriculture.

What factors lay behind this depression? How did farmers come to be faced with prices
that collapsed to a mere fraction of their previous levels? Part of the answer rests in U.S.
agricultural production levels, and part of it is found at the level of the world economy. The
fundamental problem was that American cotton, wheat, and corn farmers began to face a
serious economic crisis due to overproduction and declining exports during the mid-1920s.
Between 1920 and 1925, for example, annual U.S. cotton production averaged about 12
million bales. In 1926, however, cotton farmers produced a record 18 million bales of cotton.
Over the next several years, cotton production declined slightly but still remained high,
averaging more than 15 million bales between 1926 and 1931. At the same time, the average
yearly surplus of cotton more than doubled, from 2.5 million bales between 1921 and 1925 to
5.6 million bales between 1927 and 1932.8 Increased production in the world economy also
posed a problem for cotton: annual world cotton production increased from an average of 20
million bales in 1921–1925, to almost 27 million bales per year between 1926 and 1931, with
an increase of 55 percent during the entire period between 1922 and 1931. The situation was
similar for other commodities: U.S. and world production increased in the 1920s, leading to a
glut on world markets and decreased exports. Farmers in the United States and elsewhere
faced the daunting problems of overproduction and surplus.

Regarding exports, two factors created a context in which U.S. exports would be expected



to decline. First, agriculture in Europe recovered from the devastation of World War I, and
consequently Europe’s market for American agricultural products declined. Furthermore,
many European nations began to rely on agricultural exports to help pay down debts
accumulated during the war. As a result, European farmers began competing with American
farmers for export markets. Second, the United States came out of World War I as a creditor
nation rather than the debtor nation it had previously been. This status increased the value of
the dollar relative to other currencies, thereby increasing the cost of U.S. goods, including
cotton and wheat. Thus, the nation’s creditor status made American exports less competitive.

Several factors contributed to the increased cotton and wheat production, including “better
seeds, improved control of diseases, more efficient specialization, and the adoption of
mechanized equipment.”9 Perhaps most importantly, however, cotton and wheat acreage in
the United States expanded. Cotton production expanded westward out of the Southeast into
Arkansas, Oklahoma, and Texas. In these states, cotton acreage increased from 15 million
acres in 1921 to almost 27 million acres in 1926. In Texas alone, cotton acreage increased
from 10.7 million acres to 18.3 million acres. Wheat acreage also increased by more than 20
percent between 1924 and 1929, from 52 million acres to 63 million acres. This expansion in
cotton and wheat acreage led to increased production and contributed to surpluses that drove
down the prices of these commodities. This expansion of farming in the middle of the United
States also laid the foundation for one of the most alarming environmental crises in
agriculture: the prolonged Dust Bowl that ravaged the Great Plains in the 1930s. But the
crisis of the 1920s was one of economics—overproduction, unstable prices, and the collapse
of global markets.

Despite the roots of this crisis in agriculture, the proposed political solutions during the
Republican administrations of Calvin Coolidge (1923–1928) and Herbert Hoover (1928–
1932) did not automatically focus on production, prices, and exports.10 Each of these
administrations saw the problem in agriculture as deriving from a lack of economic
coordination and therefore opposed policy solutions that required significant involvement in
the economy, such as directly influencing prices or production. Rather than such direct
intervention in the economy, Coolidge and Hoover each supported legislation that aided and
strengthened farmer cooperatives as a means of improving market coordination.

In contrast, many members of Congress from farm regions increasingly did favor more
extensive action by the federal government. In an effort to win such policies, senators and
representatives from the South, the Wheat Belt, and the Corn Belt formed the Farm Bloc in
1921.11 In 1924, Senator Charles McNary (R-Oregon) and Representative Gilbert Haugen (R-
Iowa) introduced bills in the Senate and House, respectively. The McNary-Haugen bills, as
these proposals came to be known, called for the federal government to raise agricultural
prices by purchasing surpluses and selling them abroad at world market prices. Domestic
prices would be protected by a tariff, further helping to raise agricultural prices relative to
those in industry that had long been protected by tariffs. The difference between the higher
domestic price and the lower world price would be covered by an “equalization fee” charged
to farmers based on their production. The equalization fee would not only help pay for the
program, but, proponents hoped, it would reduce the risk of overproduction as well. The key
is that the McNary-Haugen bills would regulate prices in a way that was favorable to farmers
as well as alleviate overproduction by removing the surplus from the market.

These bills, none of which passed, were effectively a precursor to the New Deal
agricultural policy of supply management. Presidents Coolidge and Hoover each stood in the
way of their passage: Coolidge vetoed two versions of the McNary-Haugen bills, in 1927 and
1928; soon after taking office, Hoover signed the Agricultural Marketing Act, which
provided financial and managerial support for agricultural cooperatives.12 Although the Farm



Bloc stretched across party lines to include both Democrats and Republicans, it did not have
enough influence in the Republican Party to enact supply management policy.

In the South, cotton prices and farm income declined so much that public officials and
farm leaders grappled desperately with the cotton crisis. The dire economic situation in world
cotton markets led many Southern cotton producers and politicians to advocate mandatory
reductions in production in order to raise prices and farm income. In 1931, Mississippi
Governor Theodore Bilbo proposed that cotton states pick only two-thirds of the crop, and
the Hoover Administration then proposed that cotton farmers plow under every third row.13

Huey P. Long, governor of Louisiana, proposed a year’s “Cotton Holiday” during which the
South would produce no cotton in 1932. Long recommended that Southern states create laws
mandating that farmers abstain from growing cotton and levy fines on any farmers who
violated the holiday. A cotton holiday conference held in New Orleans in August 1931 was
attended by state officials, planters, merchants, newspaper reporters and editors, and
congressional representatives and senators from Southern states. The conference endorsed
Long’s proposal for a cotton holiday.14 In the end, five Southern states—Arkansas,
Louisiana, Mississippi, South Carolina, and Texas—enacted mandatory cotton-reduction
legislation in 1931.15 Thus, prior to the New Deal, there was significant support in the South
for an agricultural policy that would directly regulate production.

Support for production controls by individual states, however, was by no means
unanimous. Alabama’s governor, for example, refused to support legislation to mandate a
reduction in production. With several cotton states likewise failing to pass reduction
legislation, the cotton-reduction movement in the South died.16 Nonetheless, even before the
creation of the AAA, parts of the South already demonstrated that they favored the
cornerstones of the AAA: production controls and price supports. Still, the goal of supply
management was elusive, even with Southerners firmly supporting the policy. The political
power necessary to win supply management policy came with the election of Franklin Delano
Roosevelt in 1932.

A New Deal for Agriculture: The Creation and Expansion of
Supply Management Policy

Franklin Roosevelt defeated the incumbent, Hoover, in the 1932 presidential election by a
landslide, winning 89 percent of the electoral vote and 57 percent of the popular vote. In
addition, Democrats won substantial majorities in the U.S. House (313–117) and Senate (59–
36). Roosevelt’s New Deal brought national policies that significantly departed from those of
the Republican administrations of the 1920s: a more activist government, by which he meant
a government that intervened more in the economy. This was territory into which neither
Coolidge nor Hoover was willing to venture.

The Agricultural Adjustment Act
One of the first of President Roosevelt’s “alphabet programs” aimed at alleviating the Great
Depression was the Agricultural Adjustment Act (AAA), which he signed on May 12, 1933.
The AAA set up two central programs—price supports and production controls—with the
objective of raising farm prices by controlling the supply of agricultural commodities. This
policy built on the various production controls of the McNary-Haugen bills and the cotton-
reduction legislation passed by Southern states. To administer supply-management policy, the



AAA created a few new bureaucracies and made use of some existing ones.
The Commodity Credit Corporation (CCC) was created in 1933 to administer price

supports through “nonrecourse” loans. If the market price rose above the loan rate, then
farmers could sell their crop and pay back the CCC loan, earning a profit on the difference
between the higher market price and the loan rate. If prices remained below the loan rate,
however, then the “nonrecourse” element of the loan operated: farmers had no recourse other
than to forfeit their crop to the CCC, and the CCC could take no action against farmers who
forfeited their crop. Consequently, farmers would receive an “adequate” price for their crop,
and the CCC would effectively reduce the supply of commodities on the market with the
expectation of stabilizing or even raising market prices. In essence, when market prices fell
below price support levels, the CCC purchased basic commodities from farmers at the price
support level as a means of pulling the commodities off the market, controlling supply and
raising farm income.

Price supports aimed to raise agricultural prices—and hence, farm income—relative to
other consumer and industrial prices. To accomplish this, price supports were based on
“parity,” which gave agricultural commodities “the same purchasing power in terms of goods
and services farmers buy that the commodities had” in the period from 1909 to 1914, when
agricultural prices reached historic heights relative to other prices.17 Price supports, then,
gave agricultural prices parity with industrial prices, based on the ratio of prices between
1909 and 1914.

Production controls were administered by the Agricultural Adjustment Administration and
were a means of limiting the supply of agricultural commodities. The AAA required farmers
to adhere to acreage allotments that were determined by growers’ historical production of
basic commodities. For example, farmers who had historically grown cotton on large
numbers of acres were given large cotton allotments. Farmers who did not adhere to
production controls would not receive price supports. Because historical production levels
determined acreage allotments, the AAA was biased in favor of larger farms. The AAA also
created set-aside programs that paid farmers to leave land idle.18

In addition to restrictions on acreage, the AAA also created marketing agreements
between farmers and processors. The Secretary of Agriculture could mediate the terms of the
agreements to limit the supply of commodities that farmers could market, and impose a fine
on farmers who exceeded their marketing allotment. In this way, if farmers ignored controls
on acreage, the United States Department of Agriculture (USDA) could still head off any
potential surplus by limiting how much made it to the market.19 Whether through restrictions
on acreage or marketing, production controls under the AAA sought to eliminate surpluses
and their downward pressure on agricultural prices and farm income.

Under the AAA of 1933, government subsidies to farmers from price supports and
production controls were funded by a tax on processors of agricultural commodities. Because
the basic commodities—wheat, corn, cotton, tobacco, hogs, and rice—all needed to be
processed in some fashion before they could be consumed, the processing tax was easy to
administer. (The required processing also made it relatively easy to monitor production
levels.) The Secretary of Agriculture set the level of the processing tax based on the
difference between farm prices and parity prices. The “tax was placed on the ‘first domestic
processing’ of agricultural commodities”—except for cotton ginning, which was exempt
from the tax.20 The aim of the processing tax was to prevent the cost of payments to farmers
from straining the federal budget.

What factors influenced the shape of the AAA and Roosevelt’s decision to pursue a policy
of supply management based on price supports (through CCC loans) and production controls
(acreage allotments and marketing agreements)? The bipartisan McNary-Haugen bills of the



1920s and the production control measures proposed in the South in 1931 certainly had an
influence, as did the composition of Roosevelt’s USDA and his selection of Henry A.
Wallace for Secretary of Agriculture. Wallace had favored price supports and production
controls before joining Roosevelt’s cabinet. Importantly, each of these components of the
foundation of the AAA rested on the Farm Bloc, a political coalition of corn, wheat, and
cotton interests.21

Of particular significance, New Deal legislation had to be acceptable to—and was
influenced by—the Southern Democrats in the House and Senate. In Congress, Southern
Democrats held powerful positions, including Senate Majority Leader Joseph Robinson of
Arkansas, House Majority Leader Joseph Byrns of Tennessee, the chair of the Senate
Committee on Finance, Pat Harrison of Mississippi, and the chair of the House Ways and
Means Committee, Robert Doughton of North Carolina.22 The dominance of Southern
Democrats over such key legislative positions gave them much influence over the shape and
substance of New Deal policies.23 For example, the social insurance programs of the Social
Security Act of 1935 and the National Labor Relations Act of 1937 both explicitly excluded
agricultural workers. As a result, most Southern blacks were effectively excluded from these
federal policies. In each instance, Southern Democrats were protecting the racial political
economy of the South.

This was especially true with the AAA. First, Southern Democrats played key roles in the
passage of the AAA: Marvin Jones of Texas was the chair of the House Agricultural
Committee, John Bankhead of Alabama headed the Senate’s Agriculture Committee and as
Majority Leader Joseph Robinson guided the AAA through the Senate. More than 80 percent
of Southern senators voted for the AAA in 1933.24 Second, Southern support for and
influence over the AAA was likewise evident in the implementation of supply management
policy. For example, Oscar Johnston—president of the largest cotton plantation in
Mississippi—was the finance director of the Agricultural Adjustment Administration.25

Furthermore, Southern planters dominated local agencies administering AAA programs.26

The influence of planters pervaded the AAA, from the federal government to the local
administration. Thus, understanding supply management policy is impossible without
acknowledging the role of Southern Democrats and Southern planters in making and shaping
the policy. Supply management policy bore the imprint of the Southern class structure.

How successful was this policy at controlling production and raising prices and farm
income? Southern cotton production fell from 13 million bales in 1933 to 9.6 million bales in
1934 and increased very slightly to 10.6 million in 1935. And after averaging 39.5 million
acres between 1929 and 1932, total American cotton production averaged 28 million acres
between 1934 and 1936. The AAA cotton reduction program facilitated changes in the rural
class structure of the South by pushing tens of thousands of tenant farmers and sharecroppers
off the farm since the land was often left fallow, for pasture, or for other uses that required
less labor than did cotton.

In the Midwest, corn and wheat farmers cut back their acreage and overall production.
U.S. corn acreage fell from 110 million in 1932 to 93 million in 1936, and wheat acreage fell
from 57 million to 49 million—a decline of about 15 percent for each commodity. Production
levels fell even more dramatically: corn production fell from about 82 million metric tons
(MMT) in 1932 to 40 MMT in 1936, and wheat production fell from 25.6 MMT to 17.1
MMT during the same period. The decreased production was also due, in part, to a severe
drought that hit parts of the Corn and Wheat Belts in 1934. Nonetheless, production controls
seemed somewhat effective: between 1932 and 1935, the production of cotton fell by almost
20 percent, corn fell by 10 percent, and wheat by 25 percent.

This policy of supply management achieved its goal of boosting farm income by making



the State deeply involved in the market economy. Between 1932 and 1936 cotton prices
almost doubled, and wheat and corn prices almost tripled. Increased prices then led to higher
farm income: after falling from $1,746 per farm in 1930 to $953 in 1932, it rose to $1,583 in
1936—an increase of more than 65 percent in four years.27 On each count, therefore, the
AAA was successful to some degree: farmland in use and overall production declined, and
commodity prices and farm income increased.

The AAA and Conflict Within Agriculture
Despite the initial success of price supports and production controls, the AAA faced serious
political challenges and created significant conflict within agriculture. First, some farmers
opposed AAA’s price-fixing and production dictates. Such opposition from farmers tended to
come from the Corn Belt.28 Second, conflict emerged over the extent to which the AAA
should attempt to reform agriculture. Within the Agricultural Adjustment Administration,
some officials believed that New Deal agricultural programs should aim to alleviate rural
poverty and inequality—especially in the South—through social reforms. Third, and perhaps
most important, many corporations that processed agricultural commodities—such as grain
processors, cotton mills, and meat packers—opposed being forced to finance supply
management. The processing tax created by the AAA rested squarely upon these
corporations.

Farm organizations that opposed the AAA tended to do so for one of two reasons: either
because the AAA failed to provide enough support to farmers, or because the policy went too
far in imposing “regimentation” and government control on farmers.29 The National Farmers’
Union (NFU), which was strongest in the Wheat Belt, was the largest farm organization to
oppose the AAA for providing too little support to farmers. The NFU instead favored support
based on the cost of production (including the cost of seed, fertilizer, land, and so on).30 John
Simpson, president of the NFU, criticized the administration’s focus on parity, which
Simpson argued would give farmers less than half of the cost of production.31 The Roosevelt
Administration, however, opposed cost-of-production because the USDA was unable to
calculate the cost of production for agricultural commodities.

By contrast, a few small-farm organizations—rarely surpassing several hundred members
—opposed the AAA for imposing unnecessary and “un-American” controls on farmers. Most
notable among these organizations was the Farmers Independence Council (FIC). Led by Dan
Casement, who owned a large cattle farm in Kansas, the FIC expressed significant concerns
that the federal government would take control of agriculture. Supported by meat processors,
the FIC was particularly opposed to the processing tax that funded relief payments. In doing
so, Casement and the FIC claimed to be protecting the liberty and independence of farmers
from the control of the government. Other organizations, such as the National Farmers
Process Tax Recovery Association (FPTRA), emerged in opposition to the processing tax of
the AAA, arguing that processers simply paid lower prices to farmers to make up for the
processing tax.32 In addition, the Corn Belt Liberty League organized farmers in opposition
to production controls. Thus, these and other organizations opposed the AAA because they
saw supply management policy as an unacceptable expansion of the federal government’s
reach. Nonetheless, such organizations had little to no influence on New Deal agricultural
policy.33

The AAA also created conflict among segments of agriculture over another aspect of the
policy: rural reform. The most notable conflict emerged in the South between tenants and
sharecroppers on one hand, and planters on the other. Disagreement existed over what portion



of AAA payments—if any—tenants and sharecroppers should receive. Under the AAA,
landowners signed contracts to restrict their acreage and limit production, and AAA
payments were sent directly to landowners with the instructions that “a sharecropper was to
receive one-half of the payments, a share-tenant two-thirds, and a cash-tenant all.”34 But
many planters refused to share the AAA payments with their tenants or sharecroppers.
Consequently, a political battle over the distribution of AAA payments emerged both within
the federal government’s agricultural bureaucracy and in the cotton fields of the South.

A division emerged within the Agricultural Adjustment Administration over the
distribution of AAA payments and the use of agricultural policy as a means of rural reform.
Opposed to such efforts was a group of “conservative agrarians” that included Chester Davis,
Chief of the Production Division; Oscar Johnston, Head of the Finance Division; and, Cully
Cobb, who headed the Cotton Section. George Peek, the head of the Agricultural Adjustment
Administration, tended to agree with this group that supply management policy took
precedence over rural reform. The primary focus of these conservative agrarians was raising
farm prices through production controls. Rural reform was largely absent from their agenda.
A core group of “urban liberals” who were mostly lawyers from the Northeast argued that
landowners ought to be required to share AAA payments with tenants and sharecroppers.
They also proposed confiscating some of the planters’ land and redistributing it to allow
tenants and sharecroppers to become small, independent farmers.35 This group was led by
Rexford Tugwell, Undersecretary of Agriculture, and Jerome Frank, General Counsel of the
AAA. Several members of this group, including Gardner “Pat” Jackson, were in the
Consumer Division of the AAA.

Outside the Department of Agriculture, the Southern Tenant Farmers Union (STFU)
advocated for the rights of tenants and sharecroppers, particularly to share in the benefits
distributed by the AAA. Founded and led by H. L. Mitchell and Clay East in Arkansas in July
1934, the STFU organized strikes and lobbied for assistance to tenants and sharecroppers, but
their efforts were met with violence and intimidation. Nonetheless, the STFU found little
support from the Roosevelt Administration, in part because Arkansas was the home state of
Joseph Robinson, the Senate Majority Leader, who was central to the passage of Roosevelt’s
New Deal legislation. The president avoided offending Southern Democrats like Robinson
who were important to the success of other administration policies. Likewise, the STFU
found little support in the USDA or the AAA. Davis, Cobb, Johnston, and others opposed
upsetting the organization of the rural South, and their contacts in the South told them that
Mitchell and Clay were “Communists” trying to start “uprisings” among black tenants and
sharecroppers.36

Yet the urban liberals did advocate for the STFU and the interests of tenants, croppers,
and poorer farmers. In February 1935, Jerome Frank “issued a telegram to all state AAA
offices in the South” to enforce cotton program contracts in a manner that favored tenants,37

with the result that Chester Davis demanded that Secretary Wallace “authorize him to request
the resignations of [Jerome] Frank, … [‘Pat’] Jackson” and several other urban liberals.38

Wallace agreed, largely because taking a stance behind Frank’s interpretation of the cotton
contracts would have cost Wallace his Cabinet post and endangered other New Deal
programs. Southern Democrats and planters were politically powerful enough to exact such a
high price for undermining their interests. As a result, the STFU’s strongest advocates were
removed from government in what became known as the “liberal purge.”

Despite the liberal purge, new regulations created in 1938 required landowners to share
AAA payments with tenants and sharecroppers. Following this legislation, however, planters
frequently expelled tenants from their land and hired sharecroppers and tenants as wage
laborers who had no legal claim to federal farm subsidies. In this way, the planters won the



battle over the distribution of AAA payments. Ironically, as I explain later, this policy
ultimately undermined the very system that planters and conservative agrarians fought to
protect: the Southern plantation system.

The final political battle surrounding the AAA was the tax on agricultural processors that
provided funds for price support and production control payments. Various processors sued
the government, claiming that this tax was an undue burden and was therefore
unconstitutional. Indeed, more than 1,700 lawsuits had been filed against the AAA by the end
of 1935. In December 1935, the Supreme Court heard the case of United States v. Butler,
which challenged the constitutionality of the processing tax used to fund AAA benefits. The
primary claimant was the Hoosac Mills Corporation, a bankrupt cotton milling corporation in
Massachusetts.39 The administration defended the AAA based on the government’s right to
tax and regulate interstate commerce. The Court’s majority, however, rejected this reasoning.
On January 6, 1936, the Supreme Court declared in a 6 to 3 decision that two core elements
of the AAA were unconstitutional: the tax on processors used to fund subsidies to farmers
and the regulation of production by using acreage allotments tied to benefit payments.40

Congress responded to the Supreme Court’s ruling on the AAA by quickly passing the
Soil Conservation and Domestic Allotment (SCDA) Act in February 1936. This legislation—
influenced by droughts in 1934, 1935, and 1936—paid farmers to reduce their production of
“soil-depleting” crops, which tended to be defined so as to overlap with the commodities that
were overproduced. Payments under the SCDA Act were funded by general Treasury funds
rather than processing taxes. In these ways, the SCDA Act avoided the two primary points of
contention that the Supreme Court had with the AAA: federal regulation of agricultural
production that the Court majority saw as a state power; and processing taxes upon which the
Court looked unfavorably. The constitutionality of the SCDA Act was strengthened by the
claim that the reduction of soil-depleting commodities was in the interest of the general
welfare.

Long-term agricultural policy, however, was set by the passage of the second Agricultural
Adjustment Act in 1938. This AAA set price support levels between 52 percent and 75
percent of parity for the basic commodities. Like the SCDA Act, the second AAA dispensed
with the processing taxes and instead funded the benefit payments through general Treasury
funds. The AAA of 1938 used three methods of controlling production: soil conservation
allotments to limit the production of “soil-depleting” crops, marketing quotas, and acreage
allotments.

As we have seen, the passage of the AAA had been followed by three conflicts within
agriculture: farmers opposed to the AAA, struggles over rural reform, and resistance by
agricultural processors. Although each of these conflicts threatened the AAA to varying
degrees, by 1940, supply management policy had emerged as the basic principle of long-term
U.S. agricultural policy. During the Second World War, supply management policy expanded
to cover more agricultural commodities and to offer greater levels of support to and
regulation of farmers.41 Still, each of these conflicts around agricultural policy during the
New Deal reveals important dynamics that would influence agricultural policy for the rest of
the twentieth century: the staunch support of Southern planters and some opposition from the
Corn Belt and agribusiness.

The Contours of Supply Management Policy in the Twentieth
Century

Over the next several decades, the retrenchment of supply management policy was pushed by



many of the same groups and political coalitions that had earlier fought for its creation and
expansion. This period of contraction demonstrates the same processes as the earlier period of
expansion, with one additional factor: the unintended consequences of existing policies. That
is, the political and economic contexts of this period were shaped in particular ways by the
AAA. This policy of supply management, for instance, changed the rural class structure and
commodities produced in the South. It also prompted greater exports, particularly of wheat.
And, finally, supply management policy boosted overall production of all three commodities
and, in some cases, fueled overproduction. None of these policy outcomes was intended
during the New Deal and the creation of the AAA.

Opposition from the Corn Belt
The first legislative step in the retrenchment of supply management policy was the
Agricultural Act of 1954, which reduced price supports. Importantly, this retrenchment policy
was pushed by the American Farm Bureau Federation. This was the largest farm organization
and, at the time, it tended to represent the interests of farmers in the Corn Belt. Between 1947
and 1954, the Farm Bureau continually called for flexible price supports that would vary in
the same direction as market prices: as market prices rose, price support levels would also
rise; as market prices fell, support levels would likewise decline.42 This would fundamentally
alter the purpose of price supports. Existing price supports, which were set at a fixed level,
offered a safety net that ensured that farm income did not fall with market prices. The Farm
Bureau’s flexible price supports were not meant to support farm income directly. Instead, the
Farm Bureau’s proposal was aimed at correcting discrepancies between supply and demand
in agriculture. Thus, the Farm Bureau sought to create a more market-oriented agricultural
policy. In its official policy statement leading up to the Agricultural Act of 1954, the Farm
Bureau stated, “we do not consider it the responsibility of the Government to guarantee
profitable prices to any group.”43 Yet the cotton-wheat coalition remained the most important
defender of supply management policy. Why did corn farmers come to oppose a policy that
they had supported in previous decades and that other farmers continued to support?

Importantly, the Farm Bureau opposed high supports and production controls not only for
corn but for cotton and wheat as well. This position was based on the desire 1) to keep feed
grain prices low; and 2) to prevent production controls on other commodities from
encouraging competing sources of soybeans and corn. We can see how these two interests led
the corn segment to oppose supply management for corn in particular, as well as for other
commodities.

First, corn producers’ opposition to high supports for corn was tied to hog production.
Between 1945 and 1975, the Corn Belt accounted for between 64 percent and 70 percent of
all American hog production. Just three Corn Belt states—Iowa, Illinois, and Indiana—
accounted for at least 38 percent of national hog production between 1945 and 1975. This
expansive livestock sector shaped the interests of corn producers who received more revenue
from hog production than from corn: “Corn producers … do not get their farm income
directly from the sale of their crop. After all, between 85 and 90 percent of corn produced is
sold in the form of livestock and livestock products.”44 This reliance on hog production
created an interest in maintaining low prices for corn, which was the basis of livestock feed.
In fact, American meat consumption began to increase swiftly and quite steadily at this time,
from 101 pounds per capita annually in 1950 to 155 pounds per capita annually in 1970.45

Coupled with the emerging industrial livestock complex that rested on intensive and
industrial production methods, this increasing consumption of animals made supply
management policy less necessary for feed grains, especially corn. As Allen Matusow notes,



“Since demand for meat is elastic (that is, sales rise more than proportionally as prices fall),
many hog farmers saw no advantage in limiting supply to keep prices high.”46 Thus, the corn
segment opposed high, rigid supports and production controls for corn.

Second, these same economic interests led the Corn Belt to oppose high supports and
accompanying production controls for other basic commodities, not just for corn. Again,
price supports were generally contingent on adherence to acreage allotments that limited the
number of acres of any particular crop that a farm could produce. For instance, to qualify for
price supports for cotton, a large landowner in the South might be limited to planting cotton
on only 65 percent of the farm’s total acreage. This removed sizable portions of farmland in
the South from traditionally Southern crops and encouraged diversification. Corn Belt
farmers feared that price supports and the accompanying production controls for cotton, in
particular, might encourage increased grain production in the South. This fear was well-
founded, because Southern farmers often produced soybeans, wheat, and corn on land freed
from traditional Southern crops such as cotton. For this reason, then, the Farm Bureau
opposed price support programs for other basic commodities as well as for corn.

While farmers in the Corn Belt favored supply management policy when they faced low
market prices and low demand, their economic interests changed when the meat industry
began to expand and when this policy started to spur competition from other regions.
Therefore, a new political economic context for corn producers, shaped to a significant extent
by New Deal agricultural policy, led the Corn Belt to oppose a policy that they had supported
just years before. While the Farm Bureau and Corn Belt opposed supply management policy,
cotton and wheat farmers continued to favor price supports and production controls. The
political power of the cotton-wheat coalition severely limited the success of the Corn Belt’s
drive to weaken supply management policy.47 The economic interests and political power of
the cotton-wheat coalition, however, soon changed as this policy continued to alter the
political economic context of American agriculture.

Reshaping the Global Wheat Market
While price supports were changed in 1954, production controls remained strong until the
passage of the Cotton-Wheat Act of 1964, which instituted more flexible production controls
for cotton and wheat. Importantly, this policy was not passed against the will of the cotton-
wheat coalition but rather because this political coalition came to favor weakening supply
management policy. This change in policy preferences was a clear and unintended
consequence of supply management. Supply management policy altered the economic
interests and policy preferences of wheat producers in two ways. First, the combination of
price supports and production controls prompted an overproduction of wheat. Second, the
addition of export subsidies—and food aid—in 1954 as a central supply management
program reshaped the global market for wheat in a way that encouraged expanding
production rather than controlling it.

The particular combination of production controls and price supports administered under
supply management encouraged overproduction in wheat. Production controls were primarily
based on acreage rather than the actual volume of production. Farmers faced restrictions on
the acreage that they could use in production, but they faced few limitations on the actual
volume of commodities that they could produce on each acre. In contrast, price supports were
based on volume produced: if the price support for cotton was set at $0.35 per pound, farmers
would receive that support price on all cotton that they grew within their acreage allotment.
This inconsistent basis of supply management—production controls on acres, price supports
on volume—produced a logic for individual farmers that undermined the primary function of



the policy: managing the supply of commodities. The policy encouraged farmers to intensify
their production on a smaller number of acres in order to receive the optimum benefit from
price supports.

Following the Second World War, a technological revolution in chemical fertilizers,
pesticides, and herbicides, as well as the spread of mechanization, allowed farmers to
significantly increase their productivity (that is, production per acre). Between 1945 and
1970, wheat productivity increased significantly, from 17 to 31 bushels per acre. This, of
course, led to fairly constant increases in overall production, from 30 MMT to 37 MMT.48

This increased production was a problem, because demand for wheat did not keep up with the
growing supply. Surpluses were largely averted immediately after World War II because
agriculture in Europe had been decimated by the war, but European agricultural production
began to recover by the early 1950s, leading U.S. wheat exports to decline. Between 1952
and 1961, wheat producers faced a chronic overproduction: the annual surplus of wheat
averaged about 28 MMT between 1954 and 1959. In fact, carry-over stocks exceeded
production in 1955, 1956, 1959, and 1961–1963. Thus, production controls failed to prevent
chronic wheat surpluses during this period. This situation encouraged wheat producers to
support supply management policy, but it also led to the creation of a policy that would alter
their interests.

In response to this chronic overproduction, the United States created export subsidies
through food aid, via Public Law 480 (PL 480), to replace the lost export markets in Europe.
Through export subsidies in food aid, the United States found an outlet for its agricultural
surpluses in the periphery of the world economy, especially newly independent nations
undergoing state formation as European colonial empires collapsed. Between 1945 and 1965,
more than 45 new nations formed in Asia, Africa, and the Middle East. In such nations, wheat
imports “rose from a base of practically zero in the mid-1950s to almost half of world food
imports in 1971.”49 This flow of agricultural commodities reshaped diets and agricultural
production throughout the world. Central to this expansion in the global wheat market was
PL 480. As Harriet Friedmann notes: “At its peak [in 1965], U.S. aid accounted for 80
percent of American wheat exports and more than 35 percent of world wheat trade.…”50

Consequently, PL 480 became a cornerstone of supply management policy because it created
new markets for American wheat exports. This, however, altered the economic interests of
U.S. wheat producers because they no longer needed to control production. Expanding export
markets allowed them to increase production, thereby prompting wheat producers to begin to
oppose strict production controls in the 1960s.

Changing the Political Economy of the South
The South had long been an agricultural region that centered on cotton produced in a peculiar
rural class structure centered on the plantation system and resting especially on planter–tenant
relations and labor-intensive production. Southern cotton production remained largely un-
mechanized until the 1960s. In 1957, about 35 percent of cotton in Louisiana and Texas was
harvested mechanically, compared to only about 17 percent in Arkansas and Mississippi, and
less than 3 percent in Alabama, Georgia, the Carolinas, and Tennessee.51 As late as 1962,
most Southern states relied heavily on laborers to pick cotton by hand. Control over a
sufficiently large supply of labor was crucial largely because cotton was the most important
Southern crop in terms of acreage and value. Created in part to save Southern agriculture—
and planters, in particular—from the Depression and falling commodity prices, the AAA and
its policy of supply management prompted changes in the rural class structure of the South.
The AAA facilitated a shift away from both the plantation system and cotton production.



The rate of tenancy in the South fell sharply from 1930 to 1974. In 1930, 59 percent of
Southern farms were tenant-operated, but the tenancy rate fell to less than 20 percent in 1964
and 10 percent in 1974, while the number of Southern farms using sharecroppers fell by
about 90 percent by 1954.52 Thus, by the late 1960s, the plantation system no longer
characterized Southern agriculture. How did the AAA contribute to this fundamental change?
Federal subsidies from price supports and production controls began to sever traditional
landowner–tenant relations as planters attempted to keep most—sometimes all—of the AAA
payments. T. J. Woofter and his colleagues found that planters kept almost 90 percent of
AAA payments in the early New Deal.53 Many planters avoided sharing AAA payments with
tenants by simply evicting them.54 AAA payments facilitated these trends by allowing
planters to replace tenants and sharecroppers with wage-laborers, as well as through
mechanization. While machines harvested only 6 percent of U.S. cotton in 1949, this figure
rose to 23 percent in 1955, 51 percent in 1960, and 96 percent in 1968.55 Such
mechanization, funded in part by federal subsidies, gradually eliminated the need for tenants
and sharecroppers as plantations shifted toward more capital-intensive production.

Furthermore, supply management policy prompted diversification in Southern agriculture,
which also played a role in changing the class structure. Production controls required that
farmers limit their production of basic commodities, including cotton and tobacco.
Consequently, Southern agriculture began to diversify as farmers grew other crops on land
formerly used for cotton. Southern soybean production expanded from fewer than 700,000
acres in 1945 to 18.4 million in 1975. Conversely, the number of acres devoted to cotton
production fell from a high of 23 million in 1949 to 8.9 million in 1975. Soybean acres had
surpassed cotton acres by 1966. Along with increased acreage, of course, came increased
production: Southern soybean production increased from 35 million bushels in 1950 to 432
million bushels in 1975. Much of the expansion in Southern soybean production occurred in
states that had been the highest cotton producers. Alabama, Arkansas, Georgia, Mississippi,
and Texas—the top cotton states from 1938 through 1950—accounted for about 60 percent of
the South’s soybean production from 1950 to 1975. Increased soybean production was at the
heart of the diversification of Southern agriculture following World War II, and it played an
important role in the transformation of the rural class structure.

The consequences of New Deal agricultural policy—cash influx, mechanization, and crop
diversification—contributed to a shift in the Southern class structure by significantly
undermining tenancy. This change mirrored the national trends that emerged as a result of
reshaping agriculture and farming through supply management policy.

Effects of Supply Management on Farming and the
Environment

Beyond the unintended political consequences of supply management policy, there were also
unforeseen effects on the structure of the farming sector and the environment. Land
ownership and production became more concentrated, and each of these trends was tied to the
distribution of subsidies. As farms became larger and more capital-intensive, they used more
technology—such as machinery, as well as chemical fertilizers, pesticides, and herbicides—
that were tied to economies of scale. These trends in agriculture often had deleterious effects
on the environment.

As Figure 10.2 shows, the number of farms fell sharply between 1930 and 2000. At the
start of that period, there were more than 6 million farms in the United States, but the number
fell to 5 million by 1955 and to 2.8 million by 1975. In 2006, there were only 2 million farms



in the United States. At the same time that the number of farms declined, the size of the
average farm increased from about 151 acres in 1930, to 258 acres in 1955, and to 391 acres
in 1975. Through the distribution of subsidies, supply management policy contributed to this
greatly increased size of U.S farms. This policy based price supports and production control
payments on historical production: that is, the more a farm had produced in the past, the more
acres it could produce going forward. This “historical base,” therefore, reinforced and even
built on existing inequalities in American agriculture by giving the largest subsidies to the
largest farms, which then had the ability to invest in more technologies and more land.

Figure 10.2 Number of Farms and Average Farm Size in the United States, 1930–2006.

A mutually reinforcing relationship exists between farm size and the use of technologies
that often rely on economies of scale and, of course, capital investment. The conventional
pesticide use increased from 366 million pounds of active ingredient in 1964 to 826 million
pounds in 1980.56 These intensive agriculture techniques have also discouraged diversity in
production, as the average number of commodities produced on farms has decreased from
about 4.5 in 1930 to fewer than two in 2002.57 The increased use of chemicals in farming has
contributed to toxic runoff and, in turn, to a “dead zone” in the Gulf of Mexico: “One of the
chief culprits behind this dead zone is American agriculture and its countless tributaries of
fertilizer, pesticides and animal feces” ultimately carried by the Mississippi River.58

Concentration in farming has also occurred in other sectors of agriculture, most notably in
meat production. The dramatic increases in the production of soybeans, corn, and other feed
grains after 1945 helped fuel the expanding industrial livestock complex. As noted earlier,
per capita meat consumption increased from about 50 percent from 1950 to1970.59 As David
Nibert notes, “Large confined animal feeding operations (CAFOs) allowed enormous
numbers of animals to be raised in tiny areas by feeding them on surplus grain.”60 The large
operations, including feedlots for beef cattle, consume large amounts of water and produce
substantial amounts of pollution, and the methane produced is a significant contributor to
global warming. Such dangers to the environment stemming from supply management policy
and the industrial food system that it helped to create are truly ironic, given that the AAA was
created in part to help stem the tide of environmental degradation found in agriculture
throughout the nation.

Learning from the New Deal Experience



One important lesson of New Deal agricultural policy is the extent to which a policy may
eventually come to reinforce existing social inequalities, especially in its longer-term
trajectory, even if its intention is the opposite. While New Deal agricultural policy included
elements that aimed to alleviate rural inequality, particularly in the South, these elements fell
victim to elimination in less than two decades. The “liberal purge” in the USDA and AAA
removed those interested in land reform from positions of significant policy influence, and
the financial strangling of the Farm Security Administration (originally the Resettlement
Administration), which had sought to purchase sub-marginal land owned by poor farmers and
resettle them in group farms on land more suitable for efficient farming, ended this endeavor
of rural redistribution nearly completely.61

By contrast, the elements of New Deal agricultural policy that persisted through the
twentieth century reinforced the inequality and increasing concentration in agriculture. The
combination of price supports and production controls rewarded larger farmers who had
greater production and used more intensive methods, thereby encouraging concentration in
farming. The number of farms declined, while the average farm size increased. These
programs also encouraged and enabled more intensive farming with increased mechanization
and greater use of other agricultural technologies, including chemical pesticides and
herbicides, with consequent harm to the environment.

In the formation of the AAA, challenges emerged from various political quarters,
including from groups promoting “liberty” and from corporations, among others. And these
challenges went all the way to the Supreme Court. This process looks familiar to observers of
the first Obama Administration, with the rise of the Tea Party and constitutional challenges to
the Affordable Care Act. The similarities in political rhetoric, corporate support, and general
political response are striking and should prompt observers to consider implications for the
longevity of policies.

Over the long term, the beneficiaries of supply management policy tended to be
increasingly well-off farmers, especially those in the South—despite challenges that used the
rhetoric of “liberty” and “individual independence.” Government policies resting on
extensive regulation of the market and income support are often seen as leftwing, socialist, or
un-American. Certainly, such policies are often understood to be antithetical to the market
economy and to capitalism. Yet, the primary supporters of supply management policy were
Southern planters, never known for supporting socialist policies. In fact, in a congressional
committee hearing in 1958, Southern Democrats and Farm Bureau representatives nearly
came to blows over the insinuation that the former were advocating a socialist policy.62 In
reality, however, advocates of supply management policy were truly “capitalists against
markets,” capitalists who sought to restrict market processes to protect their own economic
and class interests.63 This has been evident even among some of President Obama’s policies
that critics have accused of being “socialist,” including the bank and auto industry bailouts
and a healthcare reform that stands to boost the profits of the private insurance and
pharmaceutical industries at the same time as it boosts the access to health care of millions of
uninsured. Such support for policies restricting the market while offering social support no
doubt helps explain why the long-term trajectories of policies such as supply management
can increasingly favor the well-off and powerful. The crisis in the world economy in 2008
also harks back to the 1930s, in that each was preceded by a crisis in agriculture that brought
unstable prices, some degree of environmental degradation, and a faltering system of
international trade in agriculture. First, in the 1920s, global agricultural markets displayed
instability in prices and problems with overproduction years before the world economy slid
into depression. Likewise, global agricultural prices over the past twenty-five years have been
quite unstable, rising dramatically in 2007 and 2008, and setting off a global food crisis.



Alleviating the earlier crisis required government regulation that was successful in stabilizing
prices for more than three decades. Stabilizing agricultural prices in this era may require at
least a reconsideration of the successes and failures of New Deal agricultural policy.

Second, while the environmental crisis of the Dust Bowl was more immediate and clear,
perhaps, than the environmental degradation related to agriculture over the past several
decades, they share a link to production methods prompted by national policy. In the decades
leading up to the Dust Bowl years, the federal government encouraged increased settlement
and the expansion of agriculture on the Great Plains. Then, in the middle of the twentieth
century, supply management policy developed in such a way as to prompt intensive and
industrial agricultural production with increased reliance on chemical fertilizers, pesticides,
and herbicides.64 The use of these inputs has contributed to environmental degradation to
rivers and aquifers and harm to wildlife. Coupled with a similar development in the
production of animals for food, this kind of industrial agriculture has been one of the
contributors to global climate change. It has also led to a sharp increase in water consumption
for irrigation on some parts of the Great Plains and in feedlots and the animal slaughtering
process, each of which has reduced water table levels in, for example, the Ogallala aquifer.65

Thus, we need to pay attention to the possible unintended consequences that agricultural
policy can have for the environment, as well as how federal policy can help alleviate
environmental crisis, such as it did with the Soil Conservation Service.

Third, the system of world trade in agriculture has faltered over the past several decades.
Once an international bastion of government regulation and support, agriculture has faced
international pressures to liberalize, a trend that began in the 1980s. Yet, as the World Trade
Organization (WTO) has tried to liberalize the world economy, its ministerial meetings in
Cancún, Mexico, and Doha, Qatar, fell apart around the issue of agricultural liberalization,
with peasant-farmer groups and environmentalists calling for more regulation. Similarly, in a
world trading system based on the idea of so-called free trade, agricultural trade leading up to
and during the Great Depression broke down, resulting in greater trade barriers and tariffs,
greater price instability, and market collapse.66

Furthermore, each of these agricultural crises brought political instability. In the 1930s,
farmers in some regions revolted as prices and incomes plummeted. In the United States, for
example, the Farmers’ Holiday movement picketed, engaged in road blockades, dumped
milk, destroyed crops, disrupted and halted trains transporting livestock or crops, and
challenged and disrupted government proceedings.67 The recent food crisis also saw world
hunger rise significantly and led to food riots that contributed to political instability in dozens
of countries, including Argentina, Mexico, India, Italy, Bangladesh, Egypt, Somalia, and
Morocco. In 2008, for example, a week of food riots in Haiti led to the removal of its prime
minister.68 Thus, the political consequences of agricultural crises are quite significant.

Given all of this, we need to remember that the Great Depression and the current
economic recession each stemmed from a world economic crisis. We should recognize that
the AAA improved the economic health of agriculture and helped bolster the entire economy:
“Government payments to farmers benefitted merchants and mail order houses. Even the
staunchly conservative Sewell Avery, head of [department store chain] Montgomery Ward,
conceded that the AAA had been the single greatest cause in the improvement of Ward’s
position.”69 The practices and rules set forth by the Soil Conservation Service played a key
role in alleviating the environmental crisis of the Dust Bowl.

Nonetheless, New Deal agricultural programs were not unquestionably successful. For
example, farm income in 1936 was still below what it had been in 1929; wheat and corn
prices did not reach their levels of the mid-1920s until the end of World War II; and wheat
and cotton production had risen only to pre–New Deal levels by 1938. Some scholars argue



that this was because the U.S. government was too weak to produce an effective solution to
the Depression.70 The Great Depression, however, was a worldwide economic depression
that could not be solved by policy changes within one nation. This fact made many New Deal
policies relatively ineffective and played a role in the limitations of AAA and other programs.
Therefore, as the Obama Administration continues to develop responses to the ongoing
recession, it is useful to remember the limits of national policies in addressing turmoil in the
world economy, whether in food and agriculture or in finance and industry.
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Conclusion

Learning from the Successes and Failures of the New Deal

GERTRUDE SCHAFFNER GOLDBERG

We have come to a clear realization of the fact that true individual freedom cannot exist without economic security
and independence.…

In our day these economic truths have become accepted as self-evident. We have accepted, so to speak, a
second Bill of Rights under which a new basis of security and prosperity can be established for all—regardless of
station, race, or creed.

—Franklin D. Roosevelt, Message to Congress, January 11, 1944

The New Deal grappled with one of the most serious crises ever faced by this nation.
Franklin Roosevelt assumed the presidency after three years of severe depression and drift,
with unemployment more than twice its peak rate during the Great Recession. The resources
of the country’s local and state governments were spent, and deep deprivation and despair
stalked the land. With economic crisis giving birth to dictatorships elsewhere in the world,
American democracy was itself on trial. An apt metaphor for a depressed nation, the Dust
Bowl blackened the sky and polluted the air over huge stretches of the hinterland.
Overproduction was ironically a cause of agricultural depression in a land of hunger. In
struggling against the Great Depression, New Dealers, moreover, lacked the governmental
institutions to deal with economic insecurity that had been established earlier in some other
countries.1 It fell to them to create those institutions in an underdeveloped state.

The Roosevelt Administration met this almost overwhelming challenge by providing
unprecedented amounts of relief—though never enough—to the unemployed, much of it in
the form of work that also enriched the nation’s physical, social, cultural, and environmental
resources. The New Deal’s contribution to the nation’s infrastructure was enormous:
“America ran on New Deal electricity, drank New Deal water, flushed wastes down New
Deal sewers, administered local government in New Deal city halls, settled cases in New



Deal courthouses, drove down New Deal roads, and traveled through New Deal tunnels.”2

During the Roosevelt tenure, the country recovered lost ground in what had been a
catastrophic decline in national output, and even before World War II, it had begun to exceed
the 1929 mark.3 Reform as well as recovery was on the agenda as New Dealers enacted
measures to prevent future economic disaster, guarantee collective bargaining rights to labor,
and reduce the economic insecurity that the Depression had both exposed and exacerbated.
More sensitive to environmental problems than his contemporaries, Roosevelt initiated
important programs to conserve the land and repair the damage imposed by waste and neglect
of the nation’s natural resources. Whereas popular movements played their part in the
enactment of other New Deal policies, the environmental interventions were largely at
Roosevelt’s initiative and mostly unopposed, although the progressive Republican Senator
from Nebraska, George Norris, had been advocating public hydroelectric power since the
1920s.4

Not the least of New Deal accomplishments are its less tangible ones. Perhaps the greatest
of these was to convey to the dispirited people of this nation the feeling that their government
cared about them and could, as the title of this book suggests, help them solve their problems.
Important, too, are a nation’s aspirations and ideals, for even though we may fall far short of
them, they can serve to urge us forward. Take the paradox of a declaration by slaveholders
that “all men are created equal.”5 Even at the dark moment when blacks had lost the gains of
Reconstruction, W. E. B. DuBois urged that they “cling unwaveringly” to “those great
words” of the Declaration of Independence.6 Like Lincoln, Roosevelt reinterpreted and
expanded our ideals. Just as “created equal” became more inclusive with Lincoln’s “new
birth of freedom,” so, with Roosevelt’s reframing, liberty encompassed not only political but
economic rights.

Along with many successes, both tangible and intangible, the New Deal, as the chapters in
this book have shown, counted incomplete achievements and notable failures. Yet what
regime, particularly one coping with an enormous crisis, can ever claim total success? For the
future, of course, success and failure, however terrible at the time, can be of equal heuristic
value. Here, we reflect on what we have learned about New Deal successes and failures and
their relevance for our own time.

Two Great Barriers
Major New Deal failures emanated from two principal sources: Southern racists in its own
Democratic Party, and antipathy to deficit spending. The first of these barriers robbed African
Americans of many benefits of the New Deal. The second restraint was one that Roosevelt
shared, not only with his Treasury Secretaries Lewis Douglas and Henry Morgenthau, Jr., but
with Progressives like Senators Robert F. Wagner (D-New York) and Robert M. La Follette,
Jr. (R, Prog.-Wisconsin).7 The fear of deficits kept the New Deal from spending enough to
conquer mass unemployment, despite its stated commitment to “the forgotten man.”
Moreover, deficit phobia not only impeded recovery but, at one juncture, led to a serious
reversal of course. As for the recovery of jobs, not once in the 1930s did an administration
that considered employment the basis of economic security manage to bring unemployment
below the official rate of 14.3 percent. Even if we take into account Philip Harvey’s
observation (Chapter 6) that official unemployment rates included those employed in
government work projects, joblessness was still high for an entire decade.



Southern Exposure
By the 1936 presidential election, blacks had switched their allegiance from “the Party of
Lincoln” to the Democratic Party of Franklin Roosevelt and the New Deal. The reason: a
desperate population was grateful to get some relief rather than none at all, however tainted it
was with racism.8 African Americans were aided by federal relief, housing assistance and
public works, but owing to Southern legislators on whom the New Deal depended for
enactment of its programs, these were, with few exceptions, discriminatory. Civil rights
legislation, moreover, stood still in this decade of reform. Even outlawing so egregious a
crime as lynching was off limits. Roosevelt, who undoubtedly opposed it personally, refused
to speak against a Senate filibuster on the anti-lynching bill introduced by senators Edward
Costigan (D-Colorado) and Robert Wagner. He told Walter White, Secretary of the NAACP,
that he would keep silent because “I’ve got to get legislation passed by Congress to save
America,” and if he came out for the anti-lynching bill, Southerners, he believed, would
block legislation to prevent that collapse.9

Often, New Deal relief and reform programs discriminated against African Americans.
The occupations in which most blacks and many white women were employed were not
covered by the two social insurance programs initiated by the Social Security Act, and
already-beleaguered farm tenants and sharecroppers, many of them black, were further
oppressed by its agricultural policies.10 Here, discrimination based on race and class were
both in evidence. The Home Owners’ Loan Corporation (HOLC) instituted the policy of
“red-lining” or refusing loans to homeowners in black, racially or ethnically mixed areas.11

The Federal Housing Authority (FHA) followed HOLC’s discriminatory practices. Racism in
relief took various forms; for example, although regulations for the Federal Emergency Relief
Administration (FERA) forbade discrimination based on race, “African-Americans
experienced difficulties establishing eligibility, were paid lower rates, and were invariably
assigned to unskilled, manual labor.”12 In the WPA, blacks were “routinely forced off the
program entirely when their labor was needed in agriculture or in domestic service, and when
reductions were ordered, they were often dismissed before whites.”13

In decrying discrimination against blacks, one should not overlook discrimination against
women in New Deal programs, an ill that Eleanor Roosevelt exposed and attempted to
rectify.14 Eleanor Roosevelt and her “Women’s Network” of social reformers who had kept
Progressive ideals alive during their near-eclipse in the 1920s, mobilized to protest
discrimination against women in a range of New Deal programs but were unable to make
equal rights for women a significant issue in the 1930s.15 Nancy Rose, in her study of New
Deal work programs, cites many instances where women were slighted by the Federal
Emergency Relief Administration (FERA), but nonetheless holds that African Americans had
an even harder time.16 Of course, African American women were doubly disadvantaged.

When one considers the composition of Congress during the 1930s, it is not hard to
understand why an Administration led by Northern Progressives discriminated against
Negroes in programs designed to aid the poor and the hungry. Based on his study of the
relationship between the Roosevelt Administration and Congress, Ira Katznelson draws this
conclusion: “Each of the era’s milestone laws required their [the South’s elected
representatives] support; each would have been blocked without it.”17 Black women and men
paid the price for these New Deal legislative victories.

In spite of discrimination in relief and reform programs, the New Deal held some promise
for blacks. Individual New Dealers, notably Eleanor Roosevelt, Interior Secretary Harold
Ickes, and WPA Assistant Administrator Aubrey Williams, were known for their



commitment to civil rights. Harry Hopkins and Frances Perkins opposed the exclusion from
the insurance programs of occupations in which large proportions of women and blacks were
employed, and Eleanor Roosevelt pushed the administration to take an official stand against
lynching.18 Black leaders, protesting discrimination in federal agencies and Roosevelt’s
appointment of whites as advisers on race relations in federal agencies, succeeded in getting
the administration to appoint talented and well-educated blacks to these posts. Among these
were Mary McLeod Bethune, director of Negro Affairs of the National Youth Administration
(NYA), who headed a so-called Black Cabinet, and Robert Weaver, adviser to the
Department of the Interior, who later became Secretary of Housing and Urban Development
in the Johnson Administration.19 The government’s support for the expression of diverse
cultural experiences through the WPA arts programs gave black artists and writers a wider
audience and a boost to careers that have enriched the country’s cultural heritage and exposed
the public to the diversity that existed in the country. Although WPA wages for most African
Americans were low, many made gains through the programs, in a number of instances
owing to the intercession and protest of civil rights organizations.20

Blacks achieved some progress on civil rights when they threatened a march on
Washington to protest discrimination in defense industries. Roosevelt, unable to dissuade
them and bent on national unity, established a Fair Employment Practices Commission, an
action not dependent on Congress. Still, the war that was to bring freedom to the people of
the world was waged by a segregated U.S. army. Since then, owing greatly to their
extraordinary mobilization in the 1950s and 1960s, blacks have gained political and civil
rights that should have been granted by the Fourteenth and Fifteenth Amendments. They
have, moreover, become eligible for the social insurance programs once denied the great
majority of them. Today, the Federal Housing Administration that originally red-lined their
neighborhoods lends disproportionately to African Americans and Hispanics. A black man in
the White House was of course, unthinkable in Roosevelt’s day.

Nonetheless, past and continuing discrimination continues to take its economic toll. Black
unemployment rates are regularly more than double those of whites. From 2000 to 2007, the
average rate of black unemployment was 9.4 percent. This was higher than the
unemployment rate for the total labor force—7.6 percent in February 2009—when
unemployment was considered sufficiently high for Congress to enact a $787 billion
stimulus. Thus, the usual rate of black unemployment is higher than the rate that was
considered a crisis for the general population.21 Even if they manage to gain a foothold in the
labor market, sporadic unemployment and low earnings drag down the social insurance
benefits for which they are now eligible.

Deficit Thinking
Following his landslide re-election in 1936, Roosevelt famously acknowledged that one-third
of the nation was “ill-housed, ill-clad, ill-nourished.”22 Reductions in federal spending that
FDR made soon after, at the behest of Treasury Secretary Morgenthau and in pursuit of the
holy grail of a balanced budget, were hardly helpful to the “one-third.” (Earlier New Deal
spending by the federal government was unprecedented, but not even enough to offset
reductions in state and local government spending.23) The cutbacks made in 1937, combined
with the payroll taxes for Social Security that began that year, led to a severe slump—a
“depression within the Depression.” Unemployment rose from 14.3 percent in 1937 to 19
percent in 1938.24 Widespread suffering, including starvation, ensued from these sudden and
drastic cuts in spending.25 The consequences were political as well as economic, for the



downturn, combined with Roosevelt’s ill-advised “Court-packing” plan, led to a loss of
support in Congress (particularly among more conservative former allies), a decline in the
popularity of the New Deal, losses in the 1938 congressional elections, and a consequent
curtailment of further reform.

After a period of delay and indecision, during which time the Morgenthau faction
counseled even more fiscal restraint, a group that included Harry Hopkins, Harold Ickes, and
Federal Reserve Chairman Marriner Eccles convinced Roosevelt that cutbacks in spending
had caused the severe recession and that a substantial increase in spending was the remedy.26

(Eccles, a Utah banker, was willing to go against economic orthodoxies and counseled, not
less, but more government spending in a time of continuing high unemployment—and
independent of Keynesian influence.) Roosevelt, in turn, requested and got Congress to agree
to a $5 billion increase in spending for work relief, public works, and credit expansion. This
was a significant amount, considering that the country’s peacetime budget had never
exceeded $10 billion.27 In Roosevelt’s rationale for the increase, Alan Brinkley discerns a
new approach to federal spending on his part and one that suggests that Keynesian ideas were
beginning to take hold. Whereas the president had justified earlier spending as a way to deal
with specific problems such as helping the unemployed, subsidizing farmers, or developing
the Tennessee Valley, the rationale for this spending package was to increase buying power
and bring the economy back to health.28 The injection of federal funds did, in fact, work. The
economy picked up, for example bringing unemployment down from 19 percent in 1938 to
14.6 percent in 1940—still very high.

Hyperactive Fiscal Policy
In order to wage a world war, Roosevelt was forced to overcome the aversion to deficit
spending. Many more soldiers went onto the government payroll than had been employed on
work projects. Spending also skyrocketed as a result of government purchases of supplies for
the United States and its allies. With this came full employment and the possibility of
assuring what the New Deal had never come close to delivering in peacetime. A hyperactive
fiscal policy ended the Great Depression and confirmed the Keynesian prescription that
higher levels of government spending would bring higher growth rates and lower
unemployment.

Despite the inability of his administration to solve the lingering problem of mass
unemployment in peacetime, the right to a job at decent wages was of the utmost importance
to Roosevelt. At least as early as 1932, when he was first running for the presidency, he had
declared himself in favor of guaranteeing a job to all: “Every man has a right to life; and this
means that he has also a right to make a comfortable living.…” In that 1932 speech, FDR
stated further that “Our government formal and informal, political and economic, owes to
every one an avenue to possess himself of a portion of that plenty sufficient for his needs,
through his own work.”29 The ability to assure the right to a remunerative job was something
that would only come when war cast away the fear of an unbalanced budget.

Influenced by Harry Hopkins and Aubrey Williams, who held that providing relief in the
form of a job gave the unemployed dignity, not only material goods, the New Deal created
work for millions of jobless men and women, although never enough to guarantee the right to
a job. The aspiration, however, was there and expressed in the Report of the Committee on
Economic Security that was established in 1934 to plan a permanent program of social
insurance. As Philip Harvey points out in Chapter 6, the report of the Committee held that
“the first objective of economic security must be maximum employment.” Consequently, it



proposed “employment assurance” through public works and stimulation of private
employment, not only in periods of deep depression but in normal times as well.30 As
discussed in Chapter 7, Hopkins urged and came close to convincing Roosevelt that
government should not only provide short-term unemployment insurance, but workers who
remained jobless should be provided with employment in public works programs. However,
such employment assurance was not part of the Social Security bill. Instead, FDR proposed a
large-scale work program separate from permanent security legislation. The Works Progress
Administration, unlike the Social Security Act, had to be reapproved annually by Congress
and at varying levels of appropriation.

Fiscal Policy and Economic Rights
By the mid-1940s, Roosevelt had become convinced that it would be possible to establish in
peacetime “a new basis of security and prosperity for all—regardless of station, race or
creed.” The centerpiece of this was to be the right to a job. In his last two Annual Messages
to Congress, in 1944 and 1945, and in an important campaign speech in Chicago toward the
end of his fourth presidential campaign, Roosevelt proposed a second, or “Economic Bill of
Rights.” This “Economic Bill of Rights” included not only the right to a job at a living wage
as the most fundamental guarantee, but rights to adequate medical care, housing, old age
security, and quality education.31 In his brilliant manner of connecting new ideas to cherished
traditional values, Roosevelt declared that the political rights guaranteed by the U.S.
Constitution had “proved inadequate to assure us equality in the pursuit of happiness. We
have come to a clear realization of the fact that true individual freedom cannot exist without
economic security and independence.” Roosevelt had already made this connection in his
famous “Four Freedoms” speech in 1940, one of which was “freedom from want.”32

In the 1945 restatement of his Economic Bill of Rights, FDR specifically discussed the
fiscal policies that had made full employment possible:

We have had full employment during the war. We have had it because the Government has been ready to buy all
the materials of war which the country could produce—and this has amounted to approximately half our present
productive capacity. After the war we must maintain full employment with Government performing its peacetime
functions. This means that we must achieve a level of demand and purchasing power by private consumers—
farmers, businessmen, workers, professional men, housewives—which is sufficiently high to replace wartime
Government demands.…33

Roosevelt held that the nation should rely as much as possible on private enterprise to
provide the needed jobs. While private capital should finance the expansion program
necessary to attain full employment, “the Government should recognize its responsibility for
sharing part of any special or abnormal risk of loss attached to such financing.” Furthermore,
“an expanded social security program and adequate health and education programs, must play
essential roles in a program designed to support individual productivity and mass purchasing
power.”34

On the campaign trail in 1944, FDR called attention to the need for government to play a
role in achieving the right to housing. He estimated that a million homes per year would need
to be built for at least the next decade. Private industry could build and finance the majority
of this housing, and government “can and will assist and encourage private industry to do this
as it has for many years.” For the low income groups who could not possibly afford decent
homes, “the Federal Government should continue to assist local housing authorities in
meeting that need.” In other words, Roosevelt was anticipating an active government role in
securing these economic rights, and there was no reference to affordability or deficits.35



These were more than distant goals or aspirations. When Roosevelt first proposed this
extension of the Bill of Rights in 1944, he charged Congress with their implementation, and
implied political consequences if progress lagged:

I ask the Congress to explore the means for implementing this economic bill of rights—for it is definitely the
responsibility of the Congress so to do. Many of these problems are already before committees of the Congress in
the form of proposed legislation. I shall from time to time communicate with the Congress with respect to these
and further proposals. In the event that no adequate program of progress is evolved, I am certain that the Nation
will be conscious of the fact.36

To this he added, “Our fighting men abroad—and their families at home—expect such a
program and have the right to insist upon it.” Since Roosevelt died in April 1945, we do not
know how vigorously he would have supported the Murray-Wagner Full Employment Act
that specifically reiterated his principle of the right of all Americans to remunerative and
useful work. It was passed by the Senate in the fall of 1945 but defeated in the House a year
later.37

Keynes for a Time
The lessons of wartime spending and their confirmation of Keynesian fiscal principles lasted
for a time. However, scholars point out that the American brand was a more limited or
“commercial Keynesianism” that eschewed the very expansive role for the state envisioned
by some New Dealers in the mid-1930s. Instead, it confined the government’s role to fiscal
and monetary measures for maintaining a healthy macroeconomic environment.38 Some
thirty years after D-Day, economist Robert Lekachman observed, “Our wishes sometimes are
granted in unpleasant ways. It was World War II, a giant experiment in macroeconomics that
finally convinced the universe of the validity of Keynes’s emphasis upon the symbiosis
between employment and total spending.”39 That government spending could assure
employment was one lesson, and the other, related one was that, as the New Deal historian
William Leuchtenburg put it, the war had “freed the government from the taboos of a
balanced budget and revealed the potentialities of spending.”40 Yet full employment, if we
consider it tantamount to the right to a job for everyone who wants one, has never been
achieved in peacetime.41

Dwight D. Eisenhower, the first Republican president to follow the New Deal, did not turn
back the clock.42 He did not simply tolerate the New Deal, but “actively embraced the idea
that government could play a positive role in society by transcending the narrow self-interest
of economic classes and mediating conflicts between social groups.”43 The former Allied
Commander affirmed the responsibility of all levels of government, including the federal, “to
reduce the fear and the incidence of destitution to a minimum.”44 Disability insurance was
added to the Social Security program during his administration, and coverage of the insurance
programs was extended. Eisenhower’s $40 billion interstate highway program was a giant
public-works program, the largest ever attempted, an anti-recessionary measure that also
served a national defense function.45 On the other hand, Eisenhower twice vetoed bills
providing loans and grants for retraining unemployed workers and for public facilities needed
by depressed areas or communities to attract industries.46 Throughout Eisenhower’s
presidency, even after the Korean War was over, marginal tax rates were similar to those
during the war years.47 Unemployment, however, averaged 5.2 percent during the seven
peacetime years of the Eisenhower presidency, and African American unemployment
climbed to over twice the white rate, averaging 9.5 percent—hardly full employment.48



Richard Nixon, oft-quoted for declaring, “I am a Keynesian in economics,” often behaved
like one.49 During his tenure, social spending continued to rise; the public assistance
programs for the elderly, blind, and disabled were combined as Supplemental Security
Income (SSI) and provided with a basic federal guarantee.50 Nixon also proposed
nationalizing family assistance, although he later withdrew it.51 With unemployment rising,
he signed into law the Comprehensive Employment and Training Act (CETA), which
resembled New Deal job creation programs.52

Renewed Deficit Phobia and Its Functions
The antipathy to deficits that currently besets us is part of an attack on government and a
related desire to reduce taxes on the part of upper-income groups. A belief that government
could not solve our problems was evident in President Jimmy Carter’s “Crisis of Confidence”
speech in 1979. A Democrat, Carter alluded to people’s growing lack of confidence in
government and declared: “All the legislation in the world can’t fix what’s wrong with
America.”53 Carter, moreover, began the move toward deregulation. His successor, Ronald
Reagan, went much further: “government is not the solution to our problem; government is
the problem.”54 Clearly it was the New Deal legacy, so-called big government, that was the
culprit, and in getting rid of it, the deficit would play a part—but a circuitous one. Arthur
Schlesinger, Jr., was among the first to identify the function of Reagan’s approach to a
federal deficit that he himself had greatly expanded: “Reagan aimed to shrink the role of
government.… His innovation was to use tax reduction and defense spending to create a vast
budgetary deficit and then to use the deficit as a pretext for a permanent reduction in the
functions of the national government.”55 Similarly, as Senator Ernest Hollings (D-South
Carolina) stated: “He [Reagan] intentionally created a deficit so large that we Democrats will
never have enough money to build the sort of government programs we want.… He came to
(Washington) to preside … over the dismantling of the American Government,” [on the
theory that] “if we create a big enough deficit then we can halt government and break that
Democratic bureaucracy.”56 Whereas Reagan and those who share his goals have used deficit
phobia as a weapon against government, for Roosevelt, these beliefs were obstacles to the
expansion of government on which their relief, recovery, and reform goals depended.

With Bill Clinton, deficit reduction became an overriding policy. This “New Democrat”
had been a founder in 1985 of the centrist Democratic Leadership Council, whose aim was to
shed the New Deal image of the Party in order to win elections.57 “The era of big government
is over,” Clinton wrote, adding without explanation that “we must not go back to an era of
‘every man for himself.’”58 It was Bill Clinton who presided over the repeal of Title IV of the
Social Security Act, Aid to Families with Dependent Children. In his 1992 presidential
campaign, Clinton had emphasized Progressive economic policies like job creation, but even
as president-elect he had been persuaded by Robert Rubin of Goldman Sachs (an important
economic advisor and later Treasury Secretary) that “the rich are running the economy,” and
that “putting people first,” his campaign promise, would have to yield to the prerogatives of
the financial markets, among them deficit reduction.59 During Clinton’s tenure, deregulation
got a big boost with the repeal of that beacon of New Deal banking reform, the Glass-Steagall
Act, which had separated commercial from investment banking. Unlike Reagan, however,
Clinton lowered the deficit from 4.7 percent of GDP in 1992 to a surplus of 2.4 percent in
2000; at the same time, government spending shrank from 22.1 percent of GDP in 1992 to
18.2 percent in 2000.60 With the end of the Cold War, defense spending fell by 37 percent
and was responsible for the biggest proportion of the decrease. Concurrently, income security



fell 18 percent, and education and science, each by 24 percent.61 Whereas government
borrowing shrank, private borrowing shot up: total household debt rose from 79 percent of
disposable personal income in 1993 to 97.4 percent in 2000.62

Concurrent with Clinton’s fiscal policies was an increase in economic inequality. Between
1992 and 2000, the bottom fifth of households, with an already-small share of total income,
slipped 5.3 percent, to only 3.6 percent of total household income; while the top quintile
garnered almost half of all income, having increased its share by nearly 10 percent (9.6
percent). The big winners were the top 5 percent of households, with an increase of nearly 19
percent (18.8 percent) and a share six times that of the bottom 20 percent.63 No sooner had
Clinton wiped out the deficit than his successor, George W. Bush, resumed the Reagan
strategy of tax deductions and increased military spending. From surpluses of 2.4 and 1.3
percent of GDP in the last two years for which Clinton was responsible, deficits, in the six
years preceding the economic crisis of 2008, rose under George Bush to an average of 2.4
percent of GDP.64

Lessons Half-Learned
Whether policymakers had real or bogus concerns over rising deficits, they were temporarily
cast aside when economic crisis struck in 2008, the first time since the Great Depression. As
Volker Janssen observes in Chapter 2, “The one lesson that decision-makers around the world
learned from the Great Depression was not to allow the implosion of the financial system to
happen and to restore ‘market confidence.’” Initially the approach was bipartisan. Among
influential members of the Bush government in 2009, there were apparently none like
Hoover’s Treasury Secretary Andrew Mellon, who had prescribed a harsh laissez-faire
cleansing to wipe out speculators. At the helm of the Federal Reserve Board was Bush
appointee Ben Bernanke, an academic expert on the economic and political causes of the
Depression. George Bush’s Treasury Secretary, Henry Paulsen, took the lead in an action
resulting in the authorization by a Democratic Congress of $700 billion for the Troubled
Assets Relief Program (TARP), popularly known as “the bank bailout.” TARP purchased
assets and equity from financial institutions to strengthen the flailing financial sector.

The banks were bailed out, and the Fed has since maintained an aggressive lending and
buying program, but as Timothy Canova observes in Chapter 3, there was no “public option”
in banking and finance such as a Home Owners’ Loan Corporation to aid the victims of the
sub-prime mortgage collapse. Canova also observes that TARP could have served as a type
of revolving fund that, like the Reconstruction Finance Corporation (RFC) under Roosevelt,
supported public works and jobs programs by providing funds for state infrastructure banks,
relief for distressed borrowers to refinance and modify their mortgages, and loans to state and
local governments to help pay for teachers’ salaries and other essential needs. With public
investment at only half its 1960s level, and the American Society of Civil Engineers reporting
that it would take over a trillion dollars to bring the nation’s infrastructure up to an acceptable
standard, there was clearly a great amount for a public investment bank like the RFC to do.65

The American Recovery and Reinvestment Act (ARRA) or “Obama Stimulus” had some
elements of a bottom-up approach but could have learned more from the New Deal than it
did. Expenditures were roughly divided among entitlements, principally food stamps and
extension of unemployment insurance benefits, tax benefits, and contracts, grants, and loans.
Nobel laureate in economics Paul Krugman argues that the stimulus was way too small and
that 40 percent of it was consumed by non-productive tax cuts.66 In Chapter 6, Philip Harvey
maintains that, had the ARRA taken a cue from the New Deal, it could have used its funds for



direct job creation and could have brought the country to full employment in two years at a
cost of less than $787 billion.

While the Bush-Obama response to the Great Recession could have learned more than it
did from the New Deal, the intervention, nonetheless, was swift, and the catastrophe averted.
Without the combined effect of the bailout and the Obama stimulus, unemployment might
have risen to 16 percent instead of about 10 percent, according to an estimate by former
Federal Reserve Board vice-chair Alan Blinder, and Mark Zandi, chief economist at Moody’s
Analytics.67 Even so, in 2010, Blinder held that there was a “jobs emergency” that required
“New Deal-style hiring of workers onto public payrolls.”68 However, Obama, as Canova
points out, believes that only the private sector can create jobs—a view encouraged by Austin
Goolsbee, chairman of his Council of Economic Advisors.69 Thus, Obama bypassed the New
Deal model for job creation.

If policymakers did not include enough of a “public option,” especially direct job creation,
they nonetheless spent a lot of money quickly. However, they failed to learn fully the fatal
lesson of 1937. Having stopped the free-fall in midair, Obama pulled the plug on more relief
and recovery, even though unemployment was higher than when his term began (7.6 percent
in January 2009 and ranging from 9.4 to 9.9 percent during the midterm election year of
2010).70 With the Congress still in Democratic hands, he failed to propose the needed
stimulus that could have enabled him to claim a likely victory over recession and high
unemployment. Instead, he has placed the imprimatur of the president on the priority of
reducing annual deficits and the national debt. Obama created the Commission on Fiscal
Responsibility and Reform by executive order in February 2010, appointing as its chairs two
known opponents of entitlements: Democrat Erskine Bowles and Republican Allan
Simpson.71 The Tea Party movement had been launched a year earlier with its major goal of
reducing the size of government and particularly taxes and government spending. If Obama’s
Commission was a response to that movement, it certainly did not reduce Tea Partiers’
animosity to him or his administration. By elevating the deficit issue, Obama contributed to a
process—the “sequester”—that has already cut entitlements and is risking a 1937-style
recession. Today’s policymakers did not learn the lesson of the New Deal’s premature and
disastrous turn toward austerity.

The turn away from recovery was premature, and arguably, the turn toward health care
reform was too. Compare Roosevelt’s timing. It is true that FDR set the process of social
welfare reform in motion before the midterm elections of 1934, but the actual introduction of
economic security legislation came after his party’s stunning electoral triumph. Moreover, as
discussed in Chapter 7, he and other New Dealers took pains to educate the public about the
meaning of economic security, its relationship to basic national ideals, and the role that
government must play in assuring it. It is true that the Patient Protection and Affordable Care
Act (ACA) has increased access to health care, but gaining its passage cost the Obama
administration political capital that could have been spent on the incomplete recovery.
Waiting until he could make a stronger claim that government can solve problems, especially
reducing unemployment below its level when he became president, would have been better
timing and offered a better chance for a public option. It has been argued that if Obama were
going to achieve health care reform it had to be early in the first term, but it could also be
argued that if he had solved the jobs crisis first, he could have achieved health care reform
subsequently and quite possibly with the public option and more public enthusiasm.
Moreover, the ACA, though clearly extending access to health care, has been unpopular and
poorly understood.72 One reason is that the administration did not have a strategy for
explaining to the public how the ACA was going to expand their access to health care.73 The
very name is hardly compelling: compare “Medicare,” “Medicaid,” “Social Security.” The



ACA was dubbed “Obamacare,” a rather derisive title.

Popular Movements
The 1930s was a time when strong popular movements advocated more progressive policies
than the New Deal proposed or could support—given its dependence for legislative victories
on conservative allies in Congress, its deficit fears and “a little left of center” politics. As
illustrated in Chapter 4, the New Deal relationship with popular movements was
multifaceted, depending on both the extent of agreement with the organization’s goals and
political expediency. The New Deal was not simply pushed toward active government and
progressive reforms by popular movements. Frances Perkins’s acceptance of the position of
Secretary of Labor was contingent on a program that included unemployment and old age
insurance, abolition of child labor, an extensive public works program, and federal minimum
wage and maximum hours laws. The program, Perkins wrote, “received Roosevelt’s hearty
endorsement, and [he] told me he wanted me to carry it out.”74

At the outset of the Roosevelt and Obama administrations, the situation with respect to
social movements was diametrically opposite. Early in the Depression, a militant unemployed
workers’ movement had risen, owing to the woeful inadequacy of relief resources on one
hand, and the availability on the other hand of organizational resources, supplied initially by
the Communist Party and later by other leftist sources. In 2009, when Obama took the oath of
office, relief was readily available and expandable as a result of the social welfare programs
established by the New Deal, and there were neither Communist nor other resources to
organize what was decidedly a less desperate potential constituency.75

Whereas the Roosevelt Administration faced pressure from the left, Obama’s strongest
pressure—including a challenge to congressional leadership by his party—has come from the
right. The Tea Party was partly a response to the very fiscal expansion that had stopped the
economic crisis in its tracks and perhaps some resentment, on the part of grassroots Partiers,
of the bailout of the bankers. The movement fell on the fertile ground of pre-existing
antipathy to government and taxes that had been nourished by members of both political
parties for more than a quarter century. Tea Party backers in big business, like the Koch
brothers and the conservative media, are anti-entitlement as well as anti-government and anti-
tax ideologues.76 However, grassroots Tea Partiers have been found to support and often
depend on Social Security, Medicare, and unemployment insurance, reserving their
resentment for what they perceive as government help to “the losers” who allegedly do not
pay or work for their benefits.77

Some of these grass roots opponents of “big government” do not seem to connect the
benefits they like to their provider, as in the case of the well-publicized non sequitur: “Don’t
let big government take away my Medicare.”78 If the Obama Administration were interested
in protecting entitlements, it could have addressed this disconnection by mounting a clever
campaign to attach the benefits that the public likes with the government that provides them.
Ironically, President Obama’s encouragement of a deficit-reduction process that could result
in cutbacks of Medicare and Social Security might well offend rather than satisfy the Tea
Party grass roots—if not its elite backers.

Does the Obama Administration suffer from a lack of pressure from Progressive
movements like those that contributed to New Deal reform? In health care, his public option
was opposed by a vocal single-payer movement that had some support in the House but that
ran up against a powerful private health care industry that also lobbied against the less radical
public option. As discussed in Chapter 7, Obama was bolstered by a relatively well-funded



nationwide movement that initially favored a public option but settled rather easily for
increased access without it.

One potential source of pressure for Progressive action, particularly on jobs and poverty, is
the black community, but that, ironically, has been stilled by the presence in the White House
of a black president. According to Representative Emmanuel Cleaver II (D-Missouri), then
chairman of the Congressional Black Caucus (CBC), often referred to as “the conscience of
the Congress”: “If we had a white president we’d be marching around the White House.”
Cleaver explained that “pride” over having a black president overrides CBC concerns over
the plight of African Americans.79 Writing in the New York Times, Fredrick C. Harris,
professor of political science and director of the Institute for Research in African American
Studies at Columbia University, makes a similar point:

… the Obama presidency has already marked the decline, rather than the pinnacle, of a political vision centered on
challenging racial inequality. The tragedy is that black elites—from intellectuals and civil rights leaders to
politicians and clergy members—have acquiesced to this decline, seeing it as the necessary price for the pride and
satisfaction of having a black family in the White House.80

Criticism of the Obama record in relation to blacks, however, has come from some black
élites, not only the more militant Cornel West, professor of philosophy and Christian practice
at Union Theological Seminary, but from Ben Jealous, president of the moderate National
Association for the Advancement of Colored People, who holds that since Obama took
office, whites are doing “a bit better” but blacks are doing “far worse.”81 Some black
legislators, moreover, have introduced and actively campaigned for progressive legislation.
Particularly noteworthy is Representative John Conyers (D-Michigan) who has assumed
leadership on behalf of single-payer health care and full employment. Nonetheless, organized
black protest, so important in earlier times, has not arisen. If Obama, like the first Catholic
president, is careful not to seem to favor his own group, an assault on unemployment, though
it would disproportionately aid blacks, is a class strategy aimed at all who are economically
disadvantaged.

Potentially a strong push from the left was the Occupy Wall Street movement that burst
onto the scene in 2011, garnering the kind of media attention that had eluded Progressive
movements since the 1970s. In its representation of “the 99 percent,” OWS raised public
consciousness and resentment of the great economic inequality, always present in the United
States, but regaining, in the last thirty years, the over-the-top levels of the pre-Depression
decade. OWS seemed to offer a reprieve for those who were disappointed that the
inauguration of 2009 did not, like the ascension of Roosevelt in 1933, point a finger at a
major cause of the crash—the “1 percent.” Contrast Roosevelt’s inaugural address:

The money changers have fled from their high seats in the temple of our civilization. We may now restore that
temple to the ancient truths. The measure of the restoration lies in the extent to which we apply social values more
noble than mere monetary profit.82

The easily understood plans of Depression-era movements like those of Long and
Townsend were vital to their popularity—even if their plans were unworkable. Perhaps OWS
would have arrived at a plan for reform, had it not been aborted by police action. While “We
are the 99 percent” thrust inequality into the public dialogue, it did not offer a plan for
redistributing income or wealth.

In writing about Occupy Wall Street, political scientist Sidney Tarrow contrasted the New
Deal with the Obama administration: “the difference this time is that the White House and the
Democratic Party offer no leadership to the inchoate anger that Occupy Wall Street
reflects.”83 Tarrow’s formulation suggests, not that FDR embraced the protest movements,



but that he gave voice to their discontent and, in time, presided over changes that embodied
some of their concerns, albeit never to the full extent of their aspirations. Tarrow refers to a
presidential press conference following the emergence of OWS: “after acknowledging that he
understands the anger of the protesters, President Barack Obama was quick to assure the
financial sector of his continuing support.”84

Perhaps a greater departure from the Roosevelt tradition that was opposed to suppression
of protest was the nationwide police crackdown on OWS and the emerging evidence that it
may have been coordinated by the U.S. Department of Homeland Security (DHS).85 The
involvement of the DHS implies that uncovering of and protest against deep-seated and
corrosive problems in our economic and political life are somehow threats to the nation’s
security—subversive activities.

During the 1930s—and to an even greater extent in the subsequent Cold War—popular
movements were often smeared as Communist and subversive. It is true that Communists
supplied vital organizational resources to the unemployed. There were some Communist
organizers in the CIO, but according to Irving Bernstein, their penetration was quite
limited.86 The vast majority of the Bonus Army was not Communist, and, indeed, the few
who tried to steal the spotlight were reviled. Yet General MacArthur and Secretary of War
Patrick Hurley justified the brutal attack on the nation’s impoverished veterans as putting
down a Communist conspiracy. President Hoover, for his part, expressed relief that the “Red
plot” had been checked.87 The Southern Farmers Tenant Union was also smeared, even
though its Socialist spokesman Norman Thomas was almost as American as cherry pie. These
movements—and indeed all of the popular movements treated in Chapter 4—were pointing a
finger at and attempting to redress inequities in American society that should have been the
focus of mainstream organizations that, in effect, often left the field to the radicals. The
pension movement, however, was indeed mainstream, and that was one of its strengths.

Organized Labor: Then and Now
The New Deal’s relationship with labor, one of the popular movements with which it had
something of an alliance for some of the time, was complex and shifting. New Deal
legislation that strengthened collective bargaining rights and woke up the labor movement
earned Roosevelt labor’s vigorous backing and contributed to his landslide victory in 1936.
Early in 1937, during the sit-down strike against General Motors, FDR supported Michigan
governor Frank Murphy, whose restraint and desistance from armed opposition helped labor
gain one of its greatest victories. Soon after, however, acting upon his reading of public
opinion that the sit-down strikes were unpopular, as well as the counsel of some advisors,
Roosevelt took his famous hands-off stance during labor’s great and decisive battle with
Little Steel. Subsequently, in the late 1930s, labor suffered from congressional Red-baiting
that Roosevelt seemed relatively powerless to stop, and then from the priority he gave to
gaining business support for the war effort. In Chapter 5, McIntyre points out that the labor
movement has not won a legislative victory in the last fifty years and that “labor’s leverage
was … reduced because it had become so firmly wedded to the Democratic Party, a party that
did not return its love.”

A current case in point is the Employee Free Choice Act, legislation that was intended to
make it easier for employees to join unions and harder for employers to prevent it. The labor
movement considered the Act critical to a reversal of the deep decline in union density since
its high point in the 1950s. Just as New Deal legislation gave vital support to a labor
movement that had lost much ground, passage of the Employee Free Choice Act was



expected to perform a similar function for labor today. As a senator, Barack Obama
sponsored this legislation and, campaigning in 2008, said he would sign it as president. Given
the assumed importance to labor, fierce business lobbying greeted the bill when a Democratic
White House and congressional leadership made passage likely. Although the Democrats
controlled both Houses of Congress in the first two years of the Obama Administration, the
Employee Free Choice Act was bypassed, owing to a combination of White House refusal to
move on it before a vote on health care reform, and reservations of moderate Democrats over
one of its provisions—one that labor, however, seemed willing to forgo. With loss of
Democratic control of the House and of a critical Senate seat needed for passage, the bill was
doomed.88

While Democrats may enjoy the support of unions at little cost, there are nonetheless
negative consequences for the working class as a whole, for the economy and for the political
party that claims to represent the interests of that class. Research conducted by the Economic
Policy Institute concluded that a major factor in the stagnation of wages for all workers has
been “the ongoing erosion of unionization and the declining bargaining power of unions,
along with the weakened ability of unions to set norms or labor standards that raise the wages
of comparable nonunion workers.”89 With stagnating wages and labor standards, workers are
likely to be discontented with politicians generally, and while unions may support the
Democratic Party, workers, most of whom do not belong to unions, may feel little loyalty to
the Democrats when they go to the polls. With the decline in purchasing power that
diminished union power portends, the economy itself is at risk.

Environmental Crises: Then and Now
Prescient as he was about threats to the natural environment, Roosevelt could not have
imagined an environmental crisis that threatens the very existence of this planet. Yet New
Dealers’ approach to environmental problems, even if not planetary in scope, can nonetheless
guide us in coping with a disaster once unimaginable but now imminent.

It is not only New Dealers’ accomplishments that inspire us, and there were many in the
realm of environmental restoration. It is the willingness to face and to take action to
overcome the long-standing problems they encountered in the 1930s—soil depletion,
pollution of waterways, threats to wildlife, and devastation of forests. It is Roosevelt’s
leadership in the recognition of threats to the environment that should serve as an example to
current policymakers, particularly his role as teacher and educator, informing the people of
the problems the nation faced and how his administration would attempt to cope with them.
“Here was a president and administration,” Collins emphasizes in Chapter 9, “that was
willing to think big and to go beyond the strictures of the private market.”

Not the least of the New Deal’s two-in-one innovations was its combination of relief to
unemployed people, including the nation’s young workers, and environmental restoration and
conservation. The Civilian Conservation Corps was rightfully one of the most popular of
New Deal programs, although it was assailable for shortcomings shared with other New Deal
programs: segregated CCC camps, failure to serve blacks in proportion to their destitution,
and the paucity of projects for women. Eleanor Roosevelt, “the conscience of the
Administration,” protested this as well as other examples of gender discrimination.90 In
eschewing the direct job-creation strategy of the New Deal, the Obama Administration has
passed up an opportunity to contribute to the task of making our economy sustainable. The
ARRA could have provided a stimulus, not only to recovery, but to the steps we must take to
become more energy efficient if we are to make the earth habitable. Millions of the



unemployed could have been put to work, as jobless workers were in the 1930s, this time in
such assignments as retrofitting or making buildings more energy-efficient, upgrading storm-
water systems, building more efficient waste-management systems, planting trees in urban
and arid areas, preserving wilderness areas, and providing education in ecology to children
and communities. It was a lost opportunity both to raise public consciousness of the problem
and to take a step forward in dealing with it.

New Deal policies, while worthy of respect for their sensitivity to environmental
problems, sometimes had the unintended effect of exacerbating or creating new ecological
troubles. This was particularly the case in agricultural policies that, as Winders shows in
Chapter 10, “promoted some farming practices and technologies that contributed to
environmental decline: much greater use of chemical fertilizers, pesticides and herbicides as
well as intensive irrigation in some regions … which had been struck by the Dust Bowl.…

Perhaps the most serious unintended environmental consequence of New Deal policies is
the particularly American compromise with Keynesianism adopted early in the 1940s by
Congress and policymakers in the Roosevelt Administration: the abandonment of long-range
planning and the pursuit of fiscal policies to foster unlimited economic growth and
consumerism with little emphasis on a regulatory state.91 As Collins has pointed out in her
chapter on the environment, the technological change and consumption habits driven by these
growth imperatives “continuously threaten to destroy the natural basis of all economic
activity.” In short, climate change is an unintended consequence of fiscal policies that created
unlimited growth and unparalleled, if unequally distributed, prosperity.

Some unintended consequences, it should be said, are preventable. It is important to
attempt to anticipate them, to monitor outcomes as early as possible, to detect emerging
undesirable results, to change course accordingly, and, for planning policies and programs, to
secure the best knowledge available at the time. Learning from history can make an important
contribution to this process. Careful planning is a function of a regulatory state, and so the
choice of “commercial Keynesianism” is both a cause of our environmental crisis and of a
loss of the capacity to cope with it.

De-Commodification: An Arrested Process
In discussing what they call “the democratization of culture” or the increased accessibility to
the arts that the New Deal made possible, Collins and Rosenblum in Chapter 8 refer to their
being “de-commodified” or available to people outside the marketplace. In his Economic Bill
of Rights, Roosevelt included not only the right to earn enough to provide such generally
accepted necessities as adequate food and clothing, but, perhaps recognizing the roots of the
word, recreation as well. In recent years, with formerly free museums charging fees, and
theater, once affordable to non-élite audiences, becoming prohibitive, culture is being re-
commodified. In consequence, many Americans are losing the access to culture made
possible by New Deal programs.

The term de-commodification has also been applied to the welfare state in the sense that it
permits women and men, at various times in their lives, such as the birth of a child, illness,
disability, and old age, to opt out of the market with impunity. The welfare state was a move
away from treating human beings as commodities or “things” to be exchanged in the market
in the sense that some classical economists used the term.92 With cutbacks in benefits and the
move toward austerity has come a regrettable process of re-commodification, a throwback to
early industrialization and its sacrifice of men, women, and children to the marketplace at all
costs. The attack on Social Security is an example of this process. Retirement is not a



biological phenomenon. In earlier times, if one lived into old age, there was no period of rest
or freedom from working for any but the well off.93 Owing to decreased ability to find work
or to gain a livelihood, it often meant impoverishment and either the poorhouse or
dependence on relatives, who were usually pressed themselves. As the title of Michael Katz’s
history of American social welfare implies, the poor lived In the Shadow of the Poorhouse.94

The dread of such institutions is vividly depicted in a number of novels by Charles Dickens.
Retirement, then, is a social construction, a time of life greatly aided or made possible for the
majority of older people by Social Security. If benefits decline and the retirement age rises,
retirement may itself disappear or greatly diminish in length. Old age will have been re-
commodified.

The effects of re-commodification in the arts may, at the outset, seem less dire and,
indeed, their loss is less menacing than the absence of “necessities.” Nonetheless, as Collins
and Rosenblum argue, re-commodification of culture is a deep loss. The great settlement
leader Jane Addams considered the arts a vital element in service to poor immigrants. To
Addams, the function of art was “to preserve in permanent and beautiful form those emotions
and solaces which cheer life and make it kindlier, more heroic and easier to comprehend.”95

Literature, neuroscience tells us, increases empathy and nourishes critical thinking.96 If art, as
Addams puts it “softens life,” then its loss contributes to the harshness of a society that is re-
commodifying itself.97 Historian Irving Bernstein, an outstanding authority on the New Deal,
credited it with the creation of “a caring society.”98 Moreover, the loss not only of exposure
to the arts for so many, but also of access to participation in the creative process, cripples the
public’s imaginative capabilities. One loss is the diminished ability to imagine anything
beyond what currently exists. Yet the conditions that now confront the human race are so
grave that we will need every ounce of creativity and receptivity to change if we are to
fashion a better, more sustainable world. The re-commodification of culture is still another
move in the direction of a harsher, less caring, less empathetic, and ultimately unsustainable
society.

A Tragic Lost Opportunity
The crisis of the 1930s was both a disaster and an opportunity for change. With
overwhelming evidence that the market alone could not assure security, New Dealers helped
the public understand why protecting people against what Roosevelt referred to as “the
hazards and vicissitudes of life” required the participation of the federal government.99 As
Roosevelt put it, he and his fellow New Dealers were going to make the nation “more social-
minded.” The objectives, such as the opportunity for productive work and decent homes,
were traditional, but they could no longer be achieved solely through individual responsibility
or self-reliance. And thus it was necessary “to employ the active interest of the Nation as a
whole through government in order to encourage a greater security for each individual who
composes it.”100

In running for the presidency in 1932, Roosevelt challenged the concept of self-reliant
business, pointing out that government had subsidized the railroads and granted money to
assist the merchant marine industry. “The same man who tells you that he does not want to
see the government interfere in business … is the first to go to Washington and ask the
government for a prohibitory tariff on his product.” “When things get just bad enough,”
Roosevelt continued, “he will go with equal speed to the United States government and ask
for a loan.…101 Similarly, Senator Wagner, in a Senate speech in 1932, attacked the
country’s one-sided individualism. He approved of helping the railroads and the financial



institutions. “But is there any reason why we should not likewise extend a helping hand to
that forlorn American, in every village and every city of the United States, who has been
without wages since 1929. Must he alone carry the cross of individual responsibility?”102

New Dealers took advantage of the opportunity of the 1929 Stock Market Crash and its
aftermath to discredit speculation and the speculators who were largely responsible for the
crisis and to make the case for regulating financial institutions. As Canova points out in
Chapter 3, New Dealers stopped short of basic reforms in financial regulation and public
finance but nonetheless went much further than the Obama Administration in exposing
banking fraud, enacting regulatory measures like Glass-Steagall and the Federal Deposit
Insurance Corporation. The financial crisis of 2008 was another opportunity to begin to set
the record straight, to point the finger at the perpetrators of the financial crisis, to debunk the
deregulation that had once again set loose speculation that was putting the economy at risk,
and perhaps to propose reforms that not only re-regulated the financial industry, but
restructured it. It was an opportunity to bring home to the public the consequences of the
great inequality that was undermining the economy and, with the heavy hand of money in
politics, threatening democracy itself.103 It was an opportunity to challenge nearly three
decades of reactionary attack on the capacity of government to solve problems. The Obama
government provided relief and stimulated recovery for a time. During the election year of
2010, it gained passage of the Dodd-Frank Wall Street Reform and Consumer Protection Act,
but, as Canova explains, parts of the bill that were “completely under the radar … left the
Obama administration without a single major policy tool to provide relief and strengthen
recovery in the months leading up to the 2010 mid-term elections.”

Ironically, government intervention had stemmed the crisis, not only bailing out the banks
but providing sustaining social benefits to millions of the unemployed. Tragically, a chance
was lost to make the American people more cognizant that entitlements were rescuing them
and helping to keep the economy afloat. Crisis created an opportunity for something of a
paradigm shift in the perception of political and social realities or in the political economy.
The Obama Administration, however, did not consider this its mission, even though public
acceptance of its health care reform rested on a belief in the government’s ability to solve
problems.

One reason why the crisis of the 1930s became an opportunity for change is that there was
in the New Dealers and in Roosevelt an openness to new ideas. FDR welcomed the
suggestion of his counsel and speechwriter Samuel Rosenman to assemble what was first
called a “Brains Trust,” later the “Brain Trust.” These were thinkers, mostly college
professors, who could help him understand the economy, the role of the state, the causes of
the Depression, and how to cope with it.104 As he governed, Roosevelt continued to listen to
many voices, some orthodox and some progressive—the budget balancers on one hand, and
those who counseled more government spending on the other. He met with Sir William
Beveridge, who has been called the “father of the British Welfare State,” and with John
Maynard Keynes.105 Eleanor Roosevelt, with her closeness to Progressive thinkers, was
constantly attempting to stretch New Deal thinking in that direction.106 It was not that the
administration always went with the visionary thinkers, and, in fact, one who was close to
Roosevelt regretted that he had not “led us into a new world.”107 Yet the input was welcomed
and sometimes acted on.

Toward Universal Human Rights
In his Four Freedoms speech, Roosevelt had named four essential human freedoms: “freedom



of speech and expression,” “freedom … to worship God in his [sic] own way” or freedom of
worship, “freedom from want,” and “freedom from fear.” Following each of the Four
Freedoms, Roosevelt repeated, “everywhere in the world.” The Four Freedoms, particularly
the intrinsic relationship between freedom and economic rights, and the universality of these
aspirations would be carried forward in the Universal Declaration of Human Rights of the
United Nations—an achievement that owed much to the leadership of Eleanor Roosevelt.108

According to Mary Ellen Glendon’s authoritative account of the politics and origins of the
Universal Declaration, “Eleanor Roosevelt’s presence [on the Human Rights Commission
that framed the Declaration] assured that Roosevelt’s ‘four freedoms’ would be a constant
touchstone for the members of the Commission.” Glendon also points out that in Eleanor
Roosevelt’s column for VE (Victory in Europe) Day, she emphasized that “Freedom without
bread … has little meaning,” and referred to her husband’s concept of “freedom from
want.”109

A declaration of rights is only a beginning in the often unsteady and interrupted march
toward their enforcement. The world, and this nation particularly, are a long way from the
achievement of the rights asserted in the Universal Declaration. Significantly, the title to
Glendon’s book, A World Made New, implies that the very declaration of universal rights, in
this case, adopted by the General Assembly of the United Nations, is an important step in the
direction of their achievement; it is an assertion of rights or “aspirational law.”110

The Current Status of Economic Rights
Absent from the indexes of most earlier works on the New Deal, the Economic Bill of Rights
has received more attention in recent years. A prominent example is the 2004 book by legal
scholar Cass R. Sunstein, The Second Bill of Rights: FDR’s Unfinished Revolution and Why
We Need It More Than Ever.111 Prior to the 2012 presidential election, the AFL-CIO
conducted a “Stand Up for Economic Rights for All” campaign that called attention to the
Economic Bill of Rights “with its simple idea that ‘true individual freedom cannot exist
without economic security and independence.’”112

As Collins has written in Chapter 9, both the 1930s and the present are times of
intertwined economic and environmental crises and of consequent recognition that
“ecological sustainability is a necessary prerequisite for both economic security and social
justice.” With his deep feeling and respect for the natural environment and the abundant
evidence in his speeches and writing that he understood environmental sustainability as a
long-term commitment, Roosevelt would certainly have been among those to have detected
impending threats to the planet and to have taken the initiative in calling for swift remedial,
as well as preventive, action. Rights are asserted when they are threatened or could, from
time to time, be violated. Cognizance of the threatened right to ecological sustainability must
therefore take its place in an Economic Bill of Rights for the Twenty-first Century.

While a planetary environmental crisis was unimaginable in the 1940s, some omissions in
the Economic Bill of Rights were recognizable at the time. Roosevelt proposed economic
security “for all—regardless of station, race or creed.” Consistent with the New Deal’s denial
of equal rights for women, gender was omitted from this thrust toward universal rights.
Perhaps it was assumed that collective bargaining rights had been guaranteed by New Deal
legislation, but one of the attributes of the decline of the “New Deal Order” has been the
increasing precariousness of the rights of labor.113 Labor rights are indeed threatened and
incompletely endowed and should be asserted in an economic bill of rights. In its strategic
decision to delay action on the Employee Free Choice Act until passage of health care



reform, the Obama administration gave greater priority to the right to health care than to
collective bargaining rights.

The Patient Protection and Affordable Care Act, however flawed, is moving the nation
closer to the assurance of one of Roosevelt’s economic rights, but current prospects for
securing or even taking steps toward the achievement of other economic rights are slim.
Indeed, it has become necessary to defend the right to security in old age. It is important,
nonetheless, to set some goals and devise policies for the achievement of essential economic
rights. When the right moment arrived, as it did in the 1930s, the work of many years by a
social insurance movement was at hand to aid the economic-security planners. In fact, Edwin
Witte, who headed the Committee on Economic Security, was a student of John R.
Commons, who had founded the American Association for Labor Legislation that had
promulgated and advocated social insurance early in the twentieth century. It is also
important to take action to improve imperfect social legislation. Just as the advocates of
rights for the elderly did not stop with the Social Security Act, today’s health care advocates
continue to press for improvements that bring us closer to the right to healthcare for all.

Government Can Help
Many people feel the federal government is both intrusive and unable to solve their problems
and are placing their hopes on state or local governments or on voluntary efforts that eschew
government altogether.114 Occupy Wall Street represents an example of such despair and the
search for a more participatory and democratic politics as well as a more egalitarian society.
Thus, it may seem paradoxical to insist that government—particularly the federal government
—can help. The nation state in concert with other countries is, however, our only hope for
conquering the environmental crisis, and the federal government, often responding to popular
movements, has been a major source of advances in human rights. As Arthur Schlesinger
wrote, in rebuttal of the charge that government is “the problem” and not “the solution,” and
with the federal government in mind:

… the record shows that the growth of national authority … has given a majority of Americans more personal
dignity and liberty than they ever had before. The individual freedoms destroyed by the increase in national
authority have been in the main the freedom to deny black Americans their elementary rights as citizens, the
freedom to work little children in mills and immigrant in sweatshops, the freedom to pay starvation wages and
enforce barbarous working hours and permit squalid working conditions, the freedom to deceive in the sale of
goods and securities, the freedom to loot national resources and pollute the environment—all freedoms that, one
supposes, a civilized country can readily do without.115

Roosevelt envisioned a role for the state in ensuring economic rights and environmental
conservation, although he assigned primary responsibility to the private sector in producing,
if not in distributing, material abundance. Of course, neither economic rights nor
environmental sustainability has ever been secured by the private sector. Based on short-term
profit, the private sector cannot be expected to take the lead in ushering in an environmentally
and economically sustainable world. Only governments have the capacity to alter the
incentives that would enable the private sector to make its contribution and individuals to
change their habits and expectations.

This is not the place for detailed discussion of ideas and associated policies that would
advance economic rights. Suffice it to name a few: At the top of the list is an assault on the
unemployment that afflicts millions of Americans in better as well as bad times. The way to
begin is to learn the New Deal lesson of direct job creation and to improve on it by planning
policies and programs that are permanent and that expand and contract in relation to the
number of jobless workers, and that pay living wages. Such jobs, of course, must be



compatible with a sustainable economy and indeed contribute to it.
At the same time, many of the needs chronically unmet by the private sector would be

addressed by such a public employment program: not only improvements of the physical
infrastructure, but expansion of social services such as child and elder care, as well as
increased access to cultural and educational resources. An infrastructure or national
development bank could fund such ventures as the building of a national renewable energy
grid and an interurban transit system run on alternative energy sources.

We must continue to counter one of the most formidable obstacles to securing economic
rights: what Robert Eisner, past president of the American Association of Economics, called
“deficit paranoia.” Eisner, like James Galbraith, has written cogently about its harm to the
great majority of people and put his finger on what motivates those who make deficit
reduction a primary goal of public policy:

Most conservative economists do not really care about the deficit. They advocate balanced budgets because their
real desire is to cut government spending, particularly on the “social programs” they abhor.… The casualties,
along with full employment, are Medicare and Medicaid; loans to college students; child care; job training and an
expanded earned-income tax credit …; our public infrastructure of roads, bridges and airports; and the land, water
and air by which we live and breathe.116

Such powerful indictments should be promulgated, particularly via the kinds of clever
slogans and advertisements that have been used so effectively by the right to disparage
progressive policies—such as dubbing the inheritance tax a “death tax.” A source of
revenues, no more attractive to the “1 percent” than deficit spending but appealing to the “99
percent,” is a tax on financial transactions. Originally proposed by Nobel laureate James
Tobin, it is being popularized as the “Robin Hood Tax,” an example of the kind of packaging
that can sell an idea.117 Financial transaction taxes (FTTs) have been proposed in the House
and Senate since 2009 with a number of co-sponsors.118 A form of financial transfer tax is the
proposed source of funds for the Humphrey Hawkins Full Employment and Training Act of
2013, introduced by Rep. John Conyers, Jr.119 Legislation of this sort is unlikely to pass at
this time, but nonetheless can play an educational and movement-building function. Another
source of revenue, particularly for reducing inequality, is a carbon tax with a public rebate.
Such a tax would provide an incentive for the transition to an economy based on renewable
energy while providing those who would be hurt by higher gas and oil taxes the ability to pay
them. Reductions in the military budget are a means of freeing money for domestic
spending.120 Indeed, they could be a major source of funding for mitigating climate change—
what the Pentagon acknowledges is likely to be the greatest threat to national and global
security.121 Money spent now or in the near future to mitigate greenhouse gases and build
resilient environments and infrastructure could help prevent the coming resource wars.122

Still another source of funding for public projects is public banks established by local and
state governments and owned by the people of a state or community. A movement to
establish such banks is already under way in over twenty states across the country.123 The
costs of public projects undertaken by government bodies that establish public banks can be
greatly reduced because these banks do not need to charge interest.

The assurance of a stable and sustainable environment depends on the planning and
regulatory function of the state, its financial resources, and, of course, the international
community of states. It is thus a cruel coincidence that a crisis utterly dependent on the state
for its resolution has descended upon us at the very time when antipathy to government runs
high. Yet, state action, however short of the amount needed, has drawn the nation back from
the brink of financial collapse and met the needs of many who would otherwise have gone
hungry. Such dependence on the federal government—like the crisis of a Great Depression—



could lead us toward renewed recognition of how much we need the help of the state.
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Figure 1 The Unemployed Union of Camden, New Jersey marching south on Broadway. The
1930s was a decade of dissent. Courtesy: FDR Library

Figure 2 Unemployment Insurance in operation. Unemployed workers receive their checks.
Courtesy: FDR Library



Figure 3 CCC workers at an experimental farm in Maryland. Records showed that the men
gained weight, muscle and height, and their disease and mortality rates were lower than the
national average for men of their age group. Courtesy: FDR Library

Figure 4 CCC workers planting trees. The CCC planted over three billion trees, essentially
reforesting a country that had decimated its forests. Courtesy: FDR Library



Figure 5 CCC boys from camp F-167, Salmon River National Forest, Idaho ready to
transplant beaver from a ranch to a forest watershed where they will help conserve the water
supply. Courtesy: FDR Library

Figure 6 CCC enrollees being trained in auto mechanics. Vocational education, as well as
academics and on-the-job training were offered to enrollees. Courtesy: FDR Library



Figure 7 Soil Conservation Service. CCC workers putting sod along a gulch to prevent soil
erosion. Courtesy: FDR Library

Figure 8 Eleanor Roosevelt talking with a project superintendent in Des Moines, Iowa, June
8, 1936. This project, sponsored by the WPA, planned to convert a city dump into a
waterfront park. Courtesy: FDR Library



Figure 9 Norris Dam, one of over two dozen dams built by the TVA in the Tennessee Valley
to bring electrification to an area that had been the U.S.’s “Third World.” Courtesy: FDR
Library

Figure 10 Children working on art projects at the Walker Art Center, Minneapolis, MN, one
of some 100 community art centers established around the country by the WPA Art Project.
Both experienced artists and amateurs could take free classes in drawing, painting, sculpture
and many other forms of artistic expression. Courtesy: FDR Library



Figure 11 Kathleen Wilson of the Federal Art Project/WPA in Arizona directing children in a
radio program. Courtesy: FDR Library

Figure 12 Violin teacher and students, Federal Music Project/WPA. Music classes for all
ages and ability levels were offered in parts of the country and to populations that had never
had access to such instruction before. Courtesy: FDR Library



Figure 13 John Steuart Curry Painting Mural for the Federal Art Project/WPA. Murals like
this can be seen in countless schools, hospitals, post offices, and courthouses around the
country, built or embellished by the WPA. Courtesy: FDR Library

Figure 14 Crowds outside the Lafayette Theatre in NY’s Harlem, April 14, 1936, trying to
see the Federal Theatre’s production of Macbeth, set in Haiti, performed by an all-black cast,
and staged by twenty-one year old Orson Welles,. The NY Times reported that the theatre
“rocked with excitement” and that police had to hold back the crowds outside. Courtesy:
FDR Library



Figure 15 Poster advertising the Social Security program. As a result of the 1939
amendments to Old Age Insurance, it was now a family program providing security to
widows and their dependent children. Courtesy: FDR Library

Figure 16 A public health nurse visiting a rural family made possible by the Social Security
Administration’s Maternal and Child Health program. Courtesy: FDR Library
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