Franklin D. Roosevelt and the New Deals
Background to First New Deal
· After Roosevelt’s election victory in November 1932, it was another 4 months until he took office. This 4 month period was known as the ‘lame duck presidency’ as Roosevelt was waiting to take over and Hoover was still in office.

· At  his Inauguration in March 1933  (swearing in as President) Roosevelt launched ‘The New Deal’ – his plan of action to sort out the problems in the US economy.

· The main aims of the First New Deal were ‘Relief, Recovery and Reform’.
· Roosevelt was granted emergency powers – much like a dictator – to pass emergency legislation to sort out the economy quickly.  This first period in office was known as The ‘First Hundred Days’. “Intentionally or not, at the end of the 100 days the USA had been transformed” (Clements, p. 130)

· A whole host of ‘Alphabet Agencies’ – (termed this due to the fact they were known by their initials e.g. AAA, CCC) were set up to address the various issues America faced.

· Roosevelt was a very personable and popular President which he took full advantage of with his use of ‘Fireside Chats’. Every letter which was sent to him by the American people he made sure was answered (he received, on average, 4,000 a day) – he once said that everyone was against him except for the electorate – i.e. Groups criticised his ideas but he was always popular with the American people.

· He had the media on his side as well due to his openness to questions and friendly nature – this meant that he could minimise criticism in the press to his plans.

· At first many people backed Roosevelt’s plans with his New Deal. However, criticism started to grow as people accused Roosevelt of ‘socialist’ policies (which was a dirty word in America). They thought him too dictatorial.

· In response to growing criticism, Roosevelt launched the Second New Deal in 1935.
Background to Second New Deal
· Many historians have argued that the Second New Deal was more radical than the First New Deal. His First New Deal was largely aimed at dealing with the immediate problems of the Depression – relief, recovery and reform.
· It is claimed that in his Second New Deal, Roosevelt was trying to radically alter American society, favouring the poorer classes at the expense of the rich. The emphasis was now on improving the lives of ordinary people, not on addressing the needs of business – “we have not weeded out the over-privileged, and we have not effectively lifted up the under-privileged.” – Roosevelt in his second Inaugural Address, January 1936.
· In 1936 Roosevelt won a second election victory and he was at the height of his success. However, this did not mean that the New Deal was completely successful.

· Historians argue whether the Second New Deal was overall a success or a failure – did Roosevelt manage in his aim to radically alter society?

· The Second New Deal was described by Walter Lippmann, a journalist at the time, as “the most comprehensive program of reform ever achieved in this country by any administration.”
Successes and failures of the Second New Deal
	1. The Works Progress Administration (WPA) became a major employer and provided jobs for 2 million people.  They built  8000 schools, 12,000 playgrounds and hospitals.
	2. The National Youth Administration (NYA) was set up to encourage education and provide part-time jobs for students. African-American students were encouraged to sign up for programmes.

	3. Some conservatives questioned the value/meaning of some WPA projects.
	4. The Rural Electrification Administration (REA), was set up in May 1936 to electrify more parts of American. In 1936 12.6% of farms had electricity. By 1941 35% had electricity.

	5. The Resettlement Administration (RA) aimed to resettle families to more promising areas. Partly due to underfunding only 3 new towns were ever created and 4441 families relocated.
	6. The Revenue (Wealth Tax) Act, June 1935, was a tax on the rich to pay for the New Deal reforms. Incomes over $50,000 paid 75% tax (previously 59%). However there were loopholes which meant many avoided these taxes.

	7. If the Revenue Act had taxed the middle classes rather than the rich it would have reduced many people’s spending power and delayed economic recovery.
	8. The Wagner Act, July 1935, was the first Act that effectively gave unions rights in law – it established union membership was a right. Employers were forbidden to discriminate against unionists. 

	9. The Public Utility Holding Company Act, August 1935, ordered the break up of al companies more than twice removed from the operating company which made holding companies much less powerful (see p. 166 Clements)

	10. The Social Security Act, 1935, was the first time government provided old age pensions and unemployment benefits through employer/employee contributions. 
	11. The Social Security did not include Health Insurance, which meant if you got ill you had to have paid into a separate insurance scheme to pay the health bill. Many poorer people would not have this.
	12. As part of the Social Security Act, Unemployment benefit was $18 per week and lasted 16 weeks only.

	13. Many conservatives argued that the Social Security Act would make people too reliant on the state. 
	14. The Banking Act, August 1935 centralised the banking system and aimed to take away some of the power of Wall Street and give more control to government.  Some banking decisions had to be approved by the Federal Reserve Board (p. 168)

	15. Union membership rose from 3.7 m in 1935 to 8.5m to 1940. Businessmen would not have been happy with the growing power of the workers/unions.
	16. The Social Security Act did not provide pensions for farmers or domestic servants, the majority of whom were black, women, or both.

	17. All employees had to pay the same rate for unemployment insurance, regardless of their income. This would mean a lot for poorer workers and not very much for richer ones.
	18. The Indian Reorganisation Act, 1935, gave Native Americans self-rule in tribal areas. They could develop land as they chose.
	19. In 1929 unemployment was 1 million. In 1933 it was 13 million, in 1937, 7.7 million and by 1939 10 million.
	20. As government did not have the infrastructure to deliver many of these policies, implementation was down to local officials and groups who might not be committed to the New Deal plan.


Second New Deal and ‘Third’ New Deal Alphabet Agencies

	Measure


	Information, including successes and failures/drawbacks
	Overall  verdict

	Works Progress Administration (WPA) p. 162, Clements
	A major employer and provided jobs for 2 million people. Built 8000 schools, 12,000 playgrounds and hospitals. Only employed people for 1 year and didn’t compete with private businesses
	No major drawbacks. Successful.

	Rural Electrification Administration, May 1935
	Set up in May 1936 to electrify more parts of American. In 1936 12.6% of farms had electricity. By 1941 35% had electricity.


	

	Resettlement Administration, May 1935, p. 163
	All farming projects now merged into Resettlement Administration. Plan to move 500,000 families from overworked land and resettle them in more promising surroundings. Govt needed to buy the land and teach farming techniques. Overall the agency only…..


	

	Revenue (Wealth Tax) Act, June 1935, p. 165
	Act passed in order to pay for the New Deal schemes. Roosevelt wanted to generate income through taxation rather than through getting into debt. Before this Act, tax on the rich had been minimal. The tax on incomes over $50,000 increased from 59% to 75%. In fact….


	

	Wagner Act, July 1935
	This Act wasn’t initiated by FDR as he didn’t want to provoke big business any further as gave workers more rights and businessmen had to concede to these. A milestone in labour relations. The Act guaranteed workers the right to strike and belong to a union. However, Roosevelt..

	

	Public Utility Holding Company Act, August 1935
	Much like trusts, Holding Companies were at the top of a business ‘pyramid’ and received the lion’s share of profits, despite not contributing very much to the business. This Act ordered the breaking up of all companies more than twice removed from the operating company, thus destroying the pyramid structure. All companies had to register with the Securities Exchange Commission (SEC) which decided their fate. The SEC was given control of all the companies’ financial transactions and stocks. Within three years…..

	

	Social Security Act, August 1935, pp. 166-167
	Until 1935 only the state of Wisconsin provided any form of unemployment benefit. It was the first measure ever to provide help to workers and it was a major break with governmental tradidion. It provided old-age pensions to be funded by employer and employee contributions. However, there was much resentment from….
Limitations of the Act – it was generally inadequate to meet the needs of the poor. Pensions were not paid until 1940 to ensure workers had paid into them. Unemployment benefit was a maximum of…..

State benefits for the blind, disable and families with dependant children varied widely…..

Those needing the most help……..

p. 168 – Critics felt the Act would …………..


	

	Banking Act, August 1935
	This would give the Federal Govt control of banking in the USA. It was felt that Wall St. had too much power. Rediscount rates were to be decided by govt. The control of banking was centralised, removed from private banking to central government. 
	

	Bankhead-Jones Farm Tenant Act, July 1937
	The Act created the Farmm Security Administration (FSA), which replaced the RA. Primary aim to help tenants to acquire low-interest loans to buy and restock their farms.. This was the opposite of what the RA had intended to do. It helped tens of thousands of farmeres to stay on their land and established c. 30 campsl to provide temporary accommodation for displaced families. By 1947………………..

	

	Second Agricultural Adjustment Act, Feb 1938
	The idea was to store surplus produce in the good years for distribution in the poor ones. Farmers were given help (subsidies) by the govt if they kept to quotas (to avoid overproduction). But the act was widely distrusted and rumoured to be unfair. It also came into operation too late for some farmers as they had already overproduced for that year.

	

	Wagner-Steagall National Housing Act, Sep 1937
	Created to address the need for public housing and deal with slum clearance. By 1941, 160,000 homes had been built for slum dwellers – not enough when millions of people still remained in poor housing.

	

	Fair Labor Standards Act, June 1938
	This Act fixed minimum wages and maximum hours of work in all industries doing business between states. The minimum wage was 25 cents an hour and maximum hours of 44 hours a week. The wages of 300,000 people were immediately increased and the hours of 1.3m instantly reduced. Children working under 16 was illegal and children under 18 couldn’t work in hazardous environments.
However to pass the act exemptions were made,  most notably domestic servants and farm labourers, jobs associated with African-Americans
	

	Revenue Act, 1938
	Roosevelt wanted to tax company profits but this was barred by Congress. Roosevelt’s radicalism was not welcomed by Congress and enthusiasm for his ideas had waned.

	


1. Which was the most successful Act and why?
2. Which was the least successful Act and why?

3. Which Act benefited the most people?

4. How would you describe the Second New Deal, based on these Acts?

Second New Deal and ‘Third’ New Deal Alphabet Agencies

	Measure


	Information, including successes and failures/drawbacks
	Overall  verdict

	Works Progress Administration (WPA) p. 162, Clements
	A major employer and provided jobs for 2 million people. Built 8000 schools, 12,000 playgrounds and hospitals. Only employed people for 1 year and didn’t compete with private businesses
	No major drawbacks. Successful.

	Rural Electrification Administration, May 1935
	Set up in May 1936 to electrify more parts of American. In 1936 12.6% of farms had electricity. By 1941 35% had electricity. Act offered loans to farmers at low rates. In 6 years 773 power plants built.

	Successful.

	Resettlement Administration, May 1935, p. 163
	All farming projects now merged into Resettlement Administration. Plan to move 500,000 families from overworked land and resettle them in more promising surroundings. Govt needed to buy the land and teach farming techniques. Overall the agency only managed to move 4441 families – not many. Only 3 new towns created –Greenbelt- Maryland, Greenville and Greendale.


	Generally a failure – people reluctant to move and cost too much. Too ambitious?

	Revenue (Wealth Tax) Act, June 1935, p. 165
	Act passed in order to pay for the New Deal schemes. Roosevelt wanted to generate income through taxation rather than through getting into debt. Before this Act, tax on the rich had been minimal. The tax on incomes over $50,000 increased from 59% to 75%. In fact the new taxes raised little, only $250 million and only 1% of the population earned $10,000. 


	Failure – didn’t raise that much money and would have angered rich.

	Wagner Act, July 1935
	This Act wasn’t initiated by FDR as he didn’t want to provoke big business any further as gave workers more rights and businessmen had to concede to these. A milestone in labour relations. The Act guaranteed workers the right to strike and belong to a union. Replaced the NRA. However, Roosevelt he preferred to keep out of labour relations

	Very successful as workers have significantly more rights than before. 

	Public Utility Holding Company Act, August 1935
	Much like trusts, Holding Companies were at the top of a business ‘pyramid’ and received the lion’s share of profits, despite not contributing very much to the business. This Act ordered the breaking up of all companies more than twice removed from the operating company, thus destroying the pyramid structure. All companies had to register with the Securities Exchange Commission (SEC) which decided their fate. The SEC was given control of all the companies’ financial transactions and stocks. Within three years the great holding companies had been broken up and reduced exploitation in holding companies.

	Successful because it  strengthened the capitalist system by removing unfair structures.

	Social Security Act, August 1935, pp. 166-167

If you’re not working you can’t belong this scheme.
	Until 1935 only the state of Wisconsin provided any form of unemployment benefit. It was the first measure ever to provide help to workers and it was a major break with governmental tradition. It provided old-age pensions to be funded by employer and employee contributions. However, there was much resentment from people who thought the wealthy should contribute more.
Limitations of the Act – it was generally inadequate to meet the needs of the poor. Pensions were not paid until 1940 to ensure workers had paid into them. Unemployment benefit was a maximum of $18 per week for 16 weeks only.
State benefits for the blind, disabled and families with dependant children varied widely depended on which state you belonged to, so in Mississippi it was $8 a month whereas in other states like Massachusetts got $61 a month.
Those needing the most help such as farmers, domestic servants and those working for small-scale businesses were excluded from the act – this would mean lots of population were excluded, especially African-Americans. Health Insurance also not included due to opposition from the health services who wanted to charge patients more.
p. 168 – Critics felt the Act would destroy individual initiative, it would make people too dependent on the state and took power away from individual states.

	

	Banking Act, August 1935
	This would give the Federal Govt control of banking in the USA. It was felt that Wall St. had too much power. Rediscount rates were to be decided by govt. The control of banking was centralised, removed from private banking to central government. 
	

	Bankhead-Jones Farm Tenant Act, July 1937
	The Act created the Farmm Security Administration (FSA), which replaced the RA. Primary aim to help tenants to acquire low-interest loans to buy and restock their farms.. This was the opposite of what the RA had intended to do. It helped tens of thousands of farmeres to stay on their land and established c. 30 campsl to provide temporary accommodation for displaced families. By 1947………………..


	

	Second Agricultural Adjustment Act, Feb 1938
	The idea was to store surplus produce in the good years for distribution in the poor ones. Farmers were given help (subsidies) by the govt if they kept to quotas (to avoid overproduction). But the act was widely distrusted and rumoured to be unfair. It also came into operation too late for some farmers as they had already overproduced for that year.


	

	Wagner-Steagall National Housing Act, Sep 1937
	Created to address the need for public housing and deal with slum clearance. By 1941, 160,000 homes had been built for slum dwellers – not enough when millions of people still remained in poor housing.


	

	Fair Labor Standards Act, June 1938
	This Act fixed minimum wages and maximum hours of work in all industries doing business between states. The minimum wage was 25 cents an hour and maximum hours of 44 hours a week. The wages of 300,000 people were immediately increased and the hours of 1.3m instantly reduced. Children working under 16 was illegal and children under 18 couldn’t work in hazardous environments.

However to pass the act exemptions were made,  most notably domestic servants and farm labourers, jobs associated with African-Americans
	

	Revenue Act, 1938
	Roosevelt wanted to tax company profits but this was barred by Congress. Roosevelt’s radicalism was not welcomed by Congress and enthusiasm for his ideas had waned.


	


5. Which was the most successful Act and why?

6. Which was the least successful Act and why?

7. Which Act benefited the most people?

8. How would you describe the Second New Deal, based on these Acts?

Modern Opinions on the New Deal
1. For each opinion, assess whether the opinion is:
a. For the New Deal

b. Against the New Deal

c. Has a Balanced view about the New Deal

2. Underline in the text the quote that backs up your decision.

3. What is the general feeling amongst modern commentators about the success of the New Deal and what is the main reason why?
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1. “The true New Deal legacy, however, is more complicated. Serious mistakes were indeed made. In particular, the National Industrial Recovery Act was fundamentally ill-conceived and retarded economic recovery. But in terms of fiscal policy, Roosevelt's error wasn't that he spent too much, but that he didn't spend nearly enough.”


Bruce Bartlett, 13.02. 09





2. “The single question which must be answered in assessing events of the New Deal period is, why the US economic depression lasted far longer than that of any other major industrial country, and why it also was so much deeper a depression than in any other industrial land. There had been a qualitative expansion of general standards of living, wage levels, industrial productivity gain and technological advance in the American economy in the period 1919-1930. How could it be that such a solid technological base could not provide the foundation for a rapid and strong recovery after 1933?


The relevant question is why eight years of peacetime Roosevelt Presidential leadership, with the President holding almost monarchical powers much of that time, in the face of an overwhelmed and disorganized Congressional leadership, why FDR and his New Deal policies failed to bring the Nation out of depression? 


Official US Commerce Department data underscore the point. In 1930 the estimated unemployment rate was 8.9%. This was before the 1931 Austria Creditanstalt collapse triggered the German crisis, and led to the Pound Sterling’s abandoning of the gold standard, all of which sent heavy new financial and banking shocks to New York institutions and led to a severe second wave of crisis, just as the US was beginning to come out of the stock market crisis of 1929.


By 1931 unemployment was at 16.3% of the workforce, peaking at 25.2% on FDR's inauguration in 1933. Yet by 1938, unemployment was still a staggering 19.1% of the workforce, and in 1939 it remained stubbornly at 17.2%.  


The League of Nations' World Economic Survey of 1938/1939 made comparisons between major industrial economies. In 1932 the United States ranked average, in terms of unemployment of the major countries. 


F. William Engdahl, 2010





3. “When President Roosevelt took office in 1933, he feverishly imposed socialist program after socialist program upon Americans.  He imposed programs that were called FDR's "alphabet soup" as well as the "New Deal." He exacerbated the government-caused depression (making it "great" in scope and length). Worse, Roosevelt permanently crippled the country and his damage continues to spread.” (also argues that  the government in the USA popularized the straight-arm salute three decades before Nazis began doing the same thing.)								http://rexcurry.net/  - Rex Curry Attorney At Law. Tampa, Florida





4. “Many historians argue that Roosevelt restored hope and self-respect to tens of millions of desperate people, built labor unions, upgraded the national infrastructure and saved capitalism in his first term when he could have destroyed it and easily nationalized the banks and the railroads. Some critics from the left, however, have denounced Roosevelt for rescuing capitalism when the opportunity was at hand to nationalize banking, railroads and other industries. Still others have complained that he enlarged the powers of the federal government, built up labor unions, slowed long-term economic growth, and weakened the business community. In his 1968 memoir The Brains Trust, Rexford Tugwell (a member of Roosevelt's Brain Trust) wrote that many New Deal laws “were tortured interpretations of a document intended to prevent them.” Wikipedia, 2011








5. But the New Deal's eventual impact went beyond staving off social upheaval, re-establishing trust in the currency, and putting people back to work. "It was the first time that Americans thought of their government as a solution to the problems that individuals and society at large were experiencing," says Jean Edward Smith, a political science professor at Marshall University and author of FDR. Roosevelt stopped pushing New Deal legislation by 1938, after the courts ruled some programs unconstitutional. The effect of the programs was mixed, with most economists agreeing that what really got the country moving was the military buildup of World War II.									US News, 2011





6. His anti–New Deal verdict is hard to dispute: levels of unemployment at the end of the 1930s remained at depression levels. In May 1939, Treasury Secretary Henry J. Morgenthau Jr., one of Franklin Roosevelt's best friends, testified before the House Ways and Means Committee: "I say after eight years of this Administration we have just as much unemployment as when we started… And an enormous debt to boot" (p. 2). When he spoke, unemployment exceeded 20 percent. Further, and here Folsom has absorbed the pioneering research of Robert Higgs, not even the onset of World War II ended the Depression. True enough, unemployment ended; but this was only because of the draft. Absent this military slavery, there is every reason to think that Roosevelt would have continued to struggle with unemployment.	


Burton Folsom, Jr., 2008


More detail on youtube clip - � HYPERLINK "http://www.youtube.com/watch?v=Zis7sxCfooM" ��http://www.youtube.com/watch?v=Zis7sxCfooM� 





7. Finally, historians are starting to listen to economists in their claim that FDR's New Deal completely failed to get us out﻿ of the great depression. Many, including myself, vehemently argue it greatly prolonged the depression. Both Hoover and FDR were government activist and hence complete domestic failures.


� HYPERLINK "http://www.youtube.com/user/Americaisgreat123" \o "Americaisgreat123" �Americaisgreat123� 2 years ago 6 � INCLUDEPICTURE "http://s.ytimg.com/yt/img/pixel-vfl3z5WfW.gif" \* MERGEFORMATINET ���


� INCLUDEPICTURE "http://s.ytimg.com/yt/img/pixel-vfl3z5WfW.gif" \* MERGEFORMATINET ��� 
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It has been taken for granted﻿ that the New Deal was a good thing. I grew up hearing its praises. There is a movement today to finally call it like it is because we now have over 50 years of its legacy. A failure.				� HYPERLINK "http://www.youtube.com/user/Entropy56" \o "Entropy56" �Entropy56� 2 years ago 





The New Deal, and that﻿ beginning period was still important for the minds of the American people. It brought us out of the Depression psychologically, but obviously not in practical terms.		� HYPERLINK "http://www.youtube.com/user/rayMESHUGGAHban" \o "rayMESHUGGAHban" �rayMESHUGGAHban� 3 months ago 





Obama would be wise to﻿ read Folsom's book, but he won't.  � HYPERLINK "http://www.youtube.com/user/PhillyFlyGuys" \o "PhillyFlyGuys" �PhillyFlyGuys� 1 year ago 3 � INCLUDEPICTURE "http://s.ytimg.com/yt/img/pixel-vfl3z5WfW.gif" \* MERGEFORMATINET ���





new deal was a raw deal, but we aint seen nuttin yet﻿


� HYPERLINK "http://www.youtube.com/user/lostraver" \o "lostraver" �lostraver� 2 years ago 2 � INCLUDEPICTURE "http://s.ytimg.com/yt/img/pixel-vfl3z5WfW.gif" \* MERGEFORMATINET ���


This guy is﻿ great!							Comments on YouTube about Burton Fulsom clip, 2011








