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INTRODUCTION

HISTORIAN finds it very difficult

to think of any other administration

in our history which affected the Ameri-
can people so powerfully and in so many
different ways as the administrations of
Franklin Delano Roosevelt. The Roose-
velt New Deal was a period of unparal-
leled legislative activity, during which
the laws enacted by the Congress were
not only quantitatively more numerous
than in any preceding period of our his-
tory, but also bewilderingly novel and
complex. At the same time, the execu-
tive branch of the government under-
went spectacular expansion, accompa-
nied by an unprecedented multiplication
of administrative rules and regulations.
In many ways the New Deal made far
greater demands upon the citizen than
any previous administration in our his-
tory. The voter who wished to keep in-
telligently informed of what his govern-
ment was doing found it difficult to ac-
quire an understanding of the Emer-
gency Banking Act, the Glass-Steagall
Act, the Gold Repeal Joint Resolution,
the National Industrial Recovery Act,
the Securities and Exchange Act, the
Utilities Holding Company Act, the
Agricultural Adjustment Act, the Soil
Conservation and Domestic Allotment
Act, the Farm Mortgage Refinancing Act,
the Farm ‘Mortgage Foreclosure Act,
the National Labor Relations Act, the
Fair Labor Standards Act, the Social
Security Act, the Tennessee Valley Au-

thority Act, the Reciprocal Trade Agree-
ments Act —to name only some of the
more outstanding pieces of legislation.
Moreover, these laws tended to become
lengthier and more involved until an act
like the Agricultural Adjustment Act of
1938 filled 104 pages of relatively small
print. Even a confirmed New Dealer
could feel a little sympathy for the ex-
asperated senator who assailed the Agri-
cultural Adjustment Act of 1938 as the
“most completely conglomerate mess of
involved language which was ever per-
petrated upon a free people!”

In addition, the conscientious citizen
who wished to develop adequate politi-
cal judgments experienced equal diffi-
culty in making some sense out of the
plethoric jumble of new administrative
agencies, the names of which were ab-
breviated into such alphabetical desig-
nations as AAA, WPA, PWA, CWA,
REA, TVA, SEC, NLRB, FSA, UHA,
FHA, CAA, CCC, RA, FDIC, NRA,
NYA, HOLC, The dominant letter in
most of these kaleidoscopic alphabeti-
cal combinations was A — for ADMIN-
ISTRATION —although there were those
who preferred to spell it with a B — for
BUREAUCRACY. In any case, it ap-
peared that administration or bureau-
cracy was here to stay as one result of
the New Deal.

Of course, to understand fully the ins
tent of the New Deal laws and' thi

objectives of the New Deal adtl!w



vi

tors, the conscientious citizen needed to
acquaint himself with the economic and
sociological meanings of such terms as
“parity payments,” “industrial unionism,”
“codes of fair competition,” “processing
tax,” “migratory agricultural labor,”
“share-croppers,” “subsistence home-
stead,” “mortgage refinancing,” “death
sentence clause,” “ever-normal granary,”
“marketing orders” These strenuous
obligations of citizenship had a lighter
side, too, with the rich flowering of a
new political vocabulary which included
such memorable words and phrases as
“chiseling,” “social neanderthal,” “boon-
doggling,” “economic royalists,” “horse
and buggy days,” “baloney dollar,” and
“recession.” On the whole, informed
citizenship was beginning to require
something approaching the training of a
college major in the social sciences.

Even if the average American made
no effort to keep up fully with the legis-
lative and administrative activities of the
national government, he became more
and more aware personally of the ex-
panding power of the government. No
longer did his formal relationship to the
government consist of purchasing a post-
age stamp or filling out an income tax
return. The federal government was
invading the daily lives and activities
of businessmen, farmers, and laborers
through collective bargaining guaran-
tees, deduction of social security taxes
from payrolls, marketing orders, relief
payments, benefit payments, home loans,
bank deposit guarantees, the fixing of
minimum wages and maximum hours,
and the extraction of truth about securi-
ties. And, if not everyone agreed that
this was a brave new world, there was
no one who could deny that it was cer-
tainly different from American life in the
earlier periods of our history.
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All of this tremendous legislative ac-
tivity and administrative energy went on
in an atmosphere of acute social tension.
The New Deal was a response — almost
frantic at times — to a terrible economic
crisis which not only had checked seri-
ously the remarkable economic expan-
sion which had characterized the his-
torical growth of America, but also had
destroyed the superior standard of liv-
ing of a large segment of our popula-
tion and with it the three-centuries-old
vision of America as the promised land.
The New Deal, by its vigorous attacks
upon a large number of domestic prob-
lems, made available many social bene-
fits to distressed classes of people, and,
for many, restored faith in American de-
mocracy. Yet it would be foolhardy to
say that the buoyant optimism which
had characterized the American mind
before 1929 was restored. The fighting
faith in America which Americans took
up again in the thirlies was tempered by
the realization that we had been precari-
ously close to economic disaster in 1933
and that we could never consider our-
selves out of danger as long as ten million
or more Americans were unemployed. In
many ways, the New Deal marks the be-
ginning for Americans of the deep social
anxiety which the ensuing world crisis
seems to have fixed as the permanent
fate of man in the twentieth century.

Now, for the first time, it is possible
for Americans to begin to evaluate
the New Deal in the perspective of the
whole historical development of the
United States. The experience of World
War I and its aftermath enables us to
fix more clearly the chronological bounds
of the New Deal era. As-a definable
political period it belongs to the 1930
and, even though much of the New Deal
program and philosophy has contigued,
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our immediate decade appears to be a
separate political era which has to be
defined in terms of the world situation.

When one begins to examine the New
Deal in perspective, the question inevit-
ably arises — what did this tremendous
outpouring of legislation, this ubiquitous
infiltration of American life by an army
of administrators armed to the teeth with
clerical forms, mean in relation to the
full sweep of our historical experience?
Was the New Deal the beginning of a
completely new tack in the course of
American development or was it merely
a twentieth century elaboration of demo-
cratic and reformist ideas which can be
traced back through the American tradi-
tion to the American Revolution? Was
the New Deal, in other words, an evolu-
tionary culmination of a long historical
process, or was it the beginning of a new
departure —“a peaceable revolution™?

Of course, at this point, one is re-
minded of the bitter political contro-
versy which accompanied the New Deal.
As a matter of fact, one of the distin-
guishing characteristics of the New Deal
era was the high level of political ten-
sion with practically no real lulls in
political conflict after 1934, During those
years of heated controversy it became
commonplace for the political opposition
to charge the Roosevelt administration
with revolutionary intent and to char-
acterize the President as a “dictator.”
The succeeding years have witnessed
gradually cooling passions, but a sharp
division of outlook continues.

Even with the insulation of an elapsed
decade between us and the New Deal
period, a well-known American historian,
writing dispassionately of the New Deal
in relation to the “shaping of the Ameri-
can tradition,” has come to the conclu-
sion that the New Deal was a peaceable

vii

revolution. The selection from Louis M,
Hacker's The Shaping of the American
Tradition which stands first in the read-
ings below develops the main arguments
in support of the thesis that the New
Deal constitutes a “third American
Revolution.” '

Professor Hacker’s historical judgment
is at sharp variance with that of his col-
league at Columbia University, Henry
Steele Commager. The latter maintains
that the New Deal was simply a notably
successful and creative period in the
evolution of the American reformist tra-
dition. Professor Commager’s article,
“Twelve Years of Roosevelt,” included
in the selections, develops the evidence
for this emphasis on continuity in the
historical interpretation of the New Deal.

On the whole, it would be fair to say
that Professor Commager’s opinion was
shared by the majority of the supporters
of the New Deal. In the earlier politi-
cal battles of the thirties, the advocates
of the New Deal found this kind of
appeal to the American reformist tradi-
tion to be a useful counter to the tra-
ditionalism of the Republican opposition.
Yet one of the more interesting criticisms
of the attempt to link the New Deal with
our reformist tradition was made by a
noted political commentator who had
played a part in the development of that
tradition. Walter Lippmann, writing “The
Permanent New Deal” in 1935, admitted
that it would be an “exaggeration” to
say that the regulatory measures, the
conservation program, or even the social
insurance program represented a clean
break with the past; but he maintained
that certain other aspects of the New
Deal were “new” and ‘radical” Mr.
Lippmann’s analysis of these radical in-
novations is the third selection in this
volume



To give the creator of the New Deal
a chance to speak for himself, three pub-
lic addresses by Franklin D. Roosevelt
have been included in the readings, two
from the election campaigns of 1932 and
1936 and the third delivered during the
bitter fight over the reorganization of
the judiciary. The selection has been
guided by the purpose of revealing what
Roosevelt thought about the relationship
between social and political innovation
and our basic democratic traditions.

The New Deal ran into a considerable
amount of crossfire from both the right
and the left during the exciting days of
the thirties. In our readings the views
of conservatives are reflected in a selec-
tion from Herbert Hoover's book, The
Challenge to Liberty, written during
Roosevelt’s first administration, An
excerpt from a speech by Earl Brow-
der after Roosevelt’s re-election in 1936
expresses the attitude of American
communists.

The readings close with selections
from the work of three historians who
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have recently been making close studies
of Roosevelt and the New Deal. The
analyses by Basil Rauch, Arthur M.
Schlesinger, Jr., and Richard Hofstadter
furnish some valuable insights into
Roosevelt’s program.

In one sense, the problem posed by
this volume can be reduced to the old
pedagogical question of whether to
stress differences or similarities in com-
paring historical periods. No doubt a
skeptic would smile with detached
amusement at this game which historians
like to play. Nevertheless, the attempt
to discover whether the relationship of
the New Deal period to the rest of our
history is primarily a revolutionary or
an evolutionary one can help us fo
understand where we are today and
where we may be going,

[wore: The anecdote by Frances Perkins on
p- x is quoted from The Roosevelt I Knew
(New York, 1946}, p. 330, by permission of
the Viking Press.]
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Trae CLASH OF IsSUES

In 1934 Herbert Hoover said:

National Regimentation [under the New Deal] . . . is a vast
shift from the American concept of human rights which even
the government may not infringe to those social philosophies
where men are wholly subjective to the state. It is a vast
casualty to Liberty if it shall be continued.

Looking back a dozen years later, Louis M. Hacker

concluded:

A revolution was started by the New Deal — not a revolution
in the violent, turbulent sense, but a revolution nevertheless.

On the other hand, Henry Steele Commager insists:

We can see now [1945] that the “Roosevelt Revolution” was
no revolution, but rather the culmination of half a century of
historical development.

What Franklin D. Roosevelt thought about his program is
suggested by the following story told by Frances Perkins:

A superficial young reporter once said to Roosevelt . . .,
“Mr. President, are you a Communist?”

“No”

“Are you a capitalist?”

“No.”

“Are you a Socialist?”

“No,” he said, with a look of surprise as if he were wondering
what he was being cross-examined about.

The young man said, “Well, what is your philosophy then?”

“Philosophy?” asked the President, puzzlgd. “Philosophy?
I am a Christian and a Democrat — that’s all.”



Lowss M. Hacker:

THE THIRD AMERICAN REVOLUTION

The Election of Franklin

Delano Roosevelt

For Americans who took pride in the
possession of their own homes and auto-
mobiles, who sent their children to high
schools and colleges, who moved in a
complex and satisfying social round of
fraternal meetings, church suppers, and
outdoor games, to see —as was happen-
ing so widely during 1930-33 — their se-
curity shaken, their possessions and small
savings melting away, their lives becom-
ing more secret and lonely, their children
leaving home before educations had been
completed — these were profound trau-
matic experiences. The great majority of
Americans were the humble, the hard-
working, the thrifty — the workers, the
small farmers, the little retailers, profes-
sional and technical men, the smaller
manufacturers. It is small wonder that!
they flocked to the support of the new
President and his policies. Franklin D.
Roosevelt and the New Deal restored the
confidence of the typical American in
himself and in his country’s destiny. This
was achievement, even if many of the
programs failed or fell short of their pur-
pose,and even if the end-results seemed
to threaten unknown perils. Americans
had at least learned that their political
institutions and Constitutional processes
could bend without breaking, and that

what a people needed was courage — and
that they had.

Tue Canpaien oF 1932, The depres-
sion was in its third year when the presi-
dential contest of 1932 took place. The
Republicans renamed President Hoover
and Vice President Curtis as their stand-
ard bearers, The Democrats nominated
Governor Franklin D. Roosevelt of New
York for the presidency and Speaker John
N. Garner of Texas for the vice presi-
dency. Roosevelt’s campaign captured
the country’s imagination, Beginning in
the spring of 1932, he traveled more than
25,000 miles and visited almost every
state in the Union; and he talked openly
and freely of fundamental economic
problems. One clearcut distinction be-
tween the positions of the two candidates
quickly began to emerge. Hoover attrib-
uted the depression to international fac-
tors; Roosevelt tended to stress the diffi-
culties and faults in our own économy.
It was hard to assume — and none but the
most partisan did so — that Roosevelt was
hostile to the American capitalist system.
But he did look forward to a capitalist
system severely modified and limited,
hedged around closely in the interests of
the security of the workingman, farmer,
small homeowner, and small investor.
And its activities were to be directed so
completely to the attainment of social

From The Shaping of the American Tradition by Louis M. Hacker, copyright 1047 by the Columbia
University Press. Reprinted by permission of the Columbia University Press,
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rather than individual ends that to many
who had been brought up on the con-
cepts of a laissez-faire society and an
automatically self-adjusting economy a
real revolution threatened.

Tae Tamp Amerrcan RevoLUTION.
These, as it turned out, were not false
prophets. A revolution was started by
the New Deal —not a revolution in the
violent, turbulent sense, but a revolution
nevertheless. The whole concept of the
state, or national government, underwent
a metamorphosis. The state had previ-
ously been a passive or impartial force,
seeking to stand aloof from the contests
in the market place, or at best offering
only its mediation to see that principles
of justice and equity were preserved; and
it had refused to interfere significantly
in the interests of the security and the
welfare of its laboring peoples. Now it
became the interventionist state. It im-
posed on the free business enterpriser all
sorts of controls and regulations; it en-
tered openly into business itself, often as
competitor with private corporations; it
used its great fiscal and financial powers
to redistribute wealth and to create in-
come; it committed itself to an elaborate
program of social security that offered
protection, in time, to the whole popula-
tion against the mischances of unemploy-
ment, invalidity, and sudden death, and
from the cradle to the grave. The laissez-
faire state with only a skeletal apparatus
of offices and agencies had become the
social-service state with a vast and intri-
cately contrived and permanent machin-
ery of officials and bureaucrats.

And political power, too, had shifted.
Previously political power had been in
the hands of the middle class — the in-
dustrialists, the bankers, the larger farm-
ers. Now political power was concen-
trating more and more in the hands of
the lower middle class and the warkers.

Those who voted for Franklin D. Roose-
velt in 1932, 1936, 1940, and 1944 came
from the smaller farmers throughout the
country; from the urban dwellers who
toiled as workers and salaried employees;
from small distributors, small manufac-
turers, and those on the WPA rolls. In-
terestingly enough, this took place with-
out a break-up and redistribution in
national party formations and without
the appearance of a workingmen’s politi-
cal party.

FroM A NATIONALIST T0 AN INTERNA-
TIONALIST ORIENTATION. Furthermore,
the revolution took place despite the fact
that the pivot of its operations changed.
The New Deal started out by being
essentially natiopalist in its cutlook and
interests, and continued so until 1937.
From 1937 on, it became increasingly
internationalist. And yet the fundamental
political and social philosophy remained
the same. The American state was to be
used for security and welfare; this could
be done by re-ordering our domestic
economy without any real concern over
what was happening outside our shores —
50 ran the thinking and planning of the
New Deal up to 1937, The American
state was to be used for security and
welfare; but we could not be free to
bandle the problems of high employment
and of improving standards of living
until the whole world was made safe
from aggression; and freedom from want
and fear could not be assured Americans
unless all peoples were similarly guaran-
teed these rights — thus ran the philoso-
phy of the New Deal from 1937 on. The
same groups, by and large, who had sup-
ported the New Deal in its first stage
followed its leadership in the second.

As the presidential campaign of 1932
drew out its term, it became apparent
that Roosevelt was to be elected by an
overwhelming majority. And so it turned
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out. He received 22,800,000 popular
votes to Hoover’s 15,800,000, and 472
electoral votes to Hoover’s 59. The Re-
publican ti¢ket carried only the six states
of Maine, New Hampshire, Vermont,
Connecticut, Pennsylvania, and Dela-
ware. The Democrats also elected heavy
majorities to both houses of Congress.

Theory and Tactics of the New Deal

Treory oF THE NEw DEAL. Some of
the New Deal policies were understood
and acted upon at once; some were
adopted only to be abandoned later;
some were originally primary and then
were pushed into the background. Some
were improvisations devised on the spot;
and some went as far back as Populism
and the New Freedom for their inspira-
. tion, Always, bowever, there existed the
thought that the responsibility of public
authority for the welfare of the people
was clear and that the intervention of the
state was justifiable. The theoretical
bases of New Deal policy may be put
down in this fashion:

1. Capital plant at home had presumably
over-expanded as far as the normal require-
ments for agricultural and industrial goods
were concerned; investment therefore was
no longer to be the exclusive concern of pri-
vate banking. This theory was pushed most
energetically in the field of agriculture,
where limitation of production became the
basis of policy. That it also was extended to
industry was evident from the codes of “fair
competition” written during 1933~35 under
the National Industrial Recovery Act. Under
these, many industries, in the process of
policitig themselves, were permitted to pro-
vide for rigorous controls over the use of
existing machinery and over new-plant ex-
pansion. The idea also colored trade-union
policy, for unions were allowed to impose
Limitations upon production through so-
called feather-bed jobs, full-crew require-
ments, and similar devices. From this con-

ception of overexpansion there followed the
New Deal theory of social investment as
complementary and sometimes in opposition
to private investment.

2. Prices were being “managed,” or they
were “sticky” in significant areas of business
operations. The New Deal held that this was
due to monopolistic practices and to imper-
fect competition, that is to say, to conscious
interference with the free movement of
prices on the part of corporations. A bold
attack on monopoly practices was therefore
in order.

8. Labor had an inadequate share of the
national income on the one hand, and un-
equal bargaining powers in industrial rela-
tions on the other. Both conditions could be
remedied by compelling the legal recogni-
tion of trade unions and by legislation fixing
minimum wages and maximum hours of
work.

4. Business enterprises in many fields had
become “avercapitalized,” in the sense that
their fixed charges due to capital costs were
higher than would permit the concerns
affected to operate profitably. Since such
costs did not adjust easily and quickly to
changed market conditions, the difficulties
of total market adjustment were intensified.
Debt revisions were therefore in order.

5. The public-utilities industry, fumnish-
ing electric power and light, which was
notably under corporate control, was not
favorably disposed to a vast expansion pro-
gram to reach potential users and isolated
communities. At this point was introduced
a bold piece of social engineering — the Ten-
nessee Valley Authority.

8. The toll taken by unemployment, cy-
clical as well as technological (although on
the latter point there was much debate), was
very great. There were other insecurities
which philanthropy and private savings
were inadequate to cope with: old age, in-
validity, child dependency, sudden death.
Security to the American population against
these perils was a prime concern of govern-
ment.

7. There were dark spots in our economy:
inadequate housing for low-income earners.
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the plight of sharecroppers and agricultural
laborers, unemployed youth. Here too was
a field for state intervention.

8. The financial mechanism of banking
and credit was too powerful an agency to be
left entirely in private hands. Banking had
to be made at least a semipublic function, so
that banking policy could lead positively in
controlling the ups and downs of business
fluctuations.

9. The world market was no longer func-
tioning properly; high tariff walls, import
quota systems, foreign governmental con-
trols, and the manipulations of foreign ex-
change prevented the usual absorption of
American surpluses in foreign trade. Our
cotton, cereals, tobacco, oil, copper were
piling up in warehouses to derange markets
at home. Two lines of attack were indicated:
controlled production, and the elimination of
those blocks that were hindering the orderly
processes of world trade.

Tacrics oF THE NEw DeaL. So ran the
New Deal analysis, From this there fol-
lowed certain programs, of which the
following were the outstanding:

1. The restoration and maintenance of
prices. Many attacks on the problem were
launched: the dollar was devaluated: gold
was purchased from abroad; limitations were
imposed on the production of agricultural
products, petroleum, and coal: codes of fair
competition in industry were written to
eliminate cutthroat methods, The greatest
success was met with in the case of agricul-
ture, although here crop loans and subsidies
were also required for the purpose of making
production control effective,

2. The reduction of debt. Private debts
had become unduly burdensome, notably
within the context of a deflationary price
situation. The New Deal sought to come to
grips with this problem in two ways: by
raising prices, and by writing down the face
value of debt in places where price change
itself could not be entirely and immediately
effective. For agriculture it created a new

fiscal agency (the Federal Farm Mortgage
Corporation) which was to make possible
the exchange of privately held agricultural
long-term paper for semipublic (or public-
guaranteed) paper. For homeowners it
created a new fiscal agency (the Home
Owners' Loan Corporation) for a similar
purpase. For businessmen, corporations,
and municipalities, it radically changed the
bankruptey law to permit those who were
insolvent to come to an understanding with
their creditors quickly and at small legal
cost.

8. The revival and expansion of credit.
To pump short-term and long-term funds
into enterprise, state intervention was im-
perative, The commercial banks, because of
their nonliquidity, were not in a position to
extend loans for working capital. The agen-
cies of long-term credit — savings banks,
insurance companies, trust companies, title
and mortgage companies — seeing their
earlier investments unproductive, feared to
assume further risks. The New Deal jumped
into the breach. It expanded the powers and
operations of the Reconstruction Finance
Corporation (created in 1932 to open com-
mercial banks and help them achieve liquid-
ity quickly). It established virtual public
control over the Federal Reserve System, so
that the system could be induced by govern-
ment policy to expand (and contract) credit.
It obtained for the Board of Govemors of
the Federal Reserve System the power to
lower (and raise) the minimum legal re-
serves required of member banks. It got for
the same agency the right to raise (or lower)
the margin requirements for security pur-
chases, thus controlling to an extent the
amount of credit flowing into brokers’ loans.
It used the Reconstruction Finance Corpo-
ration to make direct loans to private busi-
ness and to municipalities and other public
corporations for housing, electric power
plants, and the like,

4. The raising of the purchasing power
of labor. Labor, confronted by shrinking
opportunities of employment, was forced to
sell its services cheaply. Sweated industries
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had reappeared and child labor had in-
creased. The key to the rehabilitation of
labor was to be chiefly its own united
strength. The National Labor Relations Act
therefore ordered employers to hargain with
the workers’ own trade unions and to give
up practices that prevented labor organiza-
tion. Closed shops became more and more
common; and also industrial practices and
standards were modified and improved
through labor-management cooperation. Te
defend those incapable of effective organ-
ization — children, women, the unskilled —
minimum-wage and maximum-hour legisla-
tion and the abolition of child labor were
aimed at. After several failures these objec-
tives were achieved in the Fair Labor Stand-
ards Act of 1938.

5. The relief of the needy, the protection
of dependents, and social security. Whole-
sale unemployment, illness and invalidity,
and the unrest of youth were the results of
the depression. The relief of distress was an
imminent public duty, and the New Deal
experimented with this problem in many
ways. It lent generously to the states for
straight outdoor relief. It created a federal
agency (the Public Works Administration}
to extend credit to public and quasi-public
authorities to finance long-term public con-
struction projects. It wrote Social Security
legislation under which direct federal appro-
priations and federal matching grants-in-aid
were made to the states to provide for the
unemployables and the permanently needy
(the aged, the blind, dependent and crip-
pled children). It devised a significant code
under which, as a result of contributions by
employers, unemployment funds were built
up in the states; and also, from equal contri-
butions by employers and workers, an insur-
ance fund from which were to be paid annu-
ities to workers upon retirement. It created
work for the temporary needy and unem-
ployed in short-term projects financed by
the Federal government (under the Works
Progress Administration}.

6. The construction of homes. The New
Deal recognized that the building of decent

homes for low-income earners was an out-
stauding social need; it therefore established
an agency (the United States Housing Au-
thority) which, with government financing
and subsidies, was to assist quasi-public
authorities to create low-cost housing.

7. The protection of the investor and the
saver. To defend the property rights of the
American investor the New Deal set up
the Securities and Exchange Commission
and gave it wide powers to supervise the
issuance of new sccurities by corporations,
to obtain for investors adequate information
about the financial practices of corporations
and their directors and officers, and to
regulate the functioning of brokers and the
security exchanges, or markets, themselves.
Similarly, the Federal Deposit Insurance
Corporation was devised to guarantee
deposits in savings banks accounts up to
$5,000.

8. Therehabilitation of the electric power
industry. Believing that an outlet for savings
and a work of social reconstruction could be
achieved in an expanded electric light and
power industry, the New Deal created the
Tennessee Valley Authority. The stated
purposes were the rehabilitation of the
population of the Tennessee Valley and the
establishment of an experiment in the public
operation of electric light and power. Focus-
ing its attention on this industry as an exam-
ple of banking domination, the New Deal
also provided for the elimination of unneces-
sary holding companies.

9. The revival of foreign trade. The de-
cline of foreign trade was a characteristic
of our unbalanced economy. The New Deal
sought to revive American overseas com-
merce; and for this purpose it created the
Export-Import Bark to finance the flow of
goods and even to extend credits to foreign
governments. But the New Deal was equally
interested in the restoration of world trade
generally. Congress was therefore prevailed
upon to permit the writing of reciprocal trad-
ing agreements with foreign nations as an
executive function. Through the agency of
the State Department (and without Senate
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participation) a large number of such com-
mercial treaties was drawn up, the net effect
of which was the measurable lowering of
tariff barriers. These agreements also con-
tained most-favored-nation clauses.

10. Pump priming. When private enter-
prise failed to respond immediately or when
business activity became sluggish, the New
Deal proceeded to lend and spend. This it
called “priming the pump”; in other words,
the Federal government boldly engaged in
deficit financing in an effort to raise national
income, It lent to distressed banks, railroads,
insurance companies, mortgage corporations,
and industrial concerns; and to farmers,
homeowners, the states, municipalities, and
newly created public authorities. It spent —
by subsidies, grants-in-aid, outright appro-
priations — in order to rehabilitate marginal
farmers, to finance the building of ships, to
tear down slums and put up low-rent hous-
ing, to furnish old-age pensions, to construct
public buildings, and to provide flood con-
trol, roads, and reforestation. It not only
gave people work, but at the same time
added to the social wealth of the nation, This
meant a steady increase in the national debt,
a situation which the New Deal faced with
equanimity because its theory of deficit
financing was based on the premises that
governmental spending made for an increase
in national income and that an increase in
national income made greater taxation pos-
sible. The nation was going into debt, it was
true; but the debt was largely held at home,
and, as a result of the debt, the country’s
assets had been increased. (So argued, at
any rate, these new economics doctors.)

The New Deal Agencies

Such were the general New Deal poli-
cies and tactics designed to restore the
American economy and make possible its
smooth functioning, this time with more
equity as far as the great masses of the
country’s population were concerned. A
fuller description of some of the legisla-
tive enactments and the agencies set up
is now in order.

AcricuLTURE. Because its condition
was critical, agriculture received the
immediate, and the continuing, attention
of the New Deal, The goals for recovery
and reform were the following: (1) The
establishment of parity prices, that is,
the restoration of the farmer’s purchasing
power to the position it had held in the
immediate prewar years. The period of
August, 1909, to July, 1914, was fixed on
as the base period, the assumption being
that at that time the prices farmers paid
were in balance with the prices they re-
ceived. (2) The establishment of parity
income. This concept later on replaced
the concept of parity prices. It was the
intention of the Department of Agricul-
ture to obtain for agriculture the relative
income, as compared with total national
income, which it had been receiving in
the prewar years. (3) The adjustment
of farm production to meet market re-
quirements. This meant chiefly adjust-
ment to domestic consumption. Produc-
tion was therefore curtailed and where
surpluses appeared, they were to be held
off the market by means of government
loans. Justification for this attitude was
subsequently found in the concept of the
“ever-normal granary.” (4) Soil conser-
vation and improvement of land use.
(5) Debt reduction and security against
foreclosure at the hands of mortgagees.
(8) Rural relief and rehabilitation for
submarginal farmers and tenants.

The first legislative enactment to carry
out the major intention of this program
was the Agricultural Adjustment Act,
which was passed in May, 1933, and con-
tinued on the statute books until January,
1036. It must be repeated that the under-
lying conception was that agricultural
distress was due to overproduction, not
to underconsumption; therefore the
growers of the basic staples were to be
induced to restrict plantings, ultimately
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on the basis of a quofa system. As com-
pensation they were to receive subsidies
(“benefit payments™) and crap loans, the
government holding the surpluses off the
market. This was for the purpose of rais-
ing the prices of agricultural goods; and
they were raised. The original AAA tied
together the subsidies with a processing
tax on millers, meat packers, cotton gin-
ners, and so on, and, principally for this
reason, was found unconstitutional by
the Supreme Court.

To get around the objections of the
Court there were passed the temporary
Soil Conservation and Domestic Allot-
ment Act of 1936 and the Agricultural
Adjustment Act of 1938. In both these
measures the justification for govern-
menta] action was found in the necessity
for protecting the land resources of the
nation and for encouraging the utiliza-
tion of improved methods of cultivation.
Again subsidies — this time directly —and
crop loans were to be the basic instru-
ments for obtaining compliance. The pur-
pose of the commodity loans was to lay
a floor below which farm prices could
not fall.

Other major agricultural programs
have already been noticed. The Emer-
gency Farm Mortgage Act of 1933 was
followed by the Farm Mortgage Re-
financing Act of 1934, which created the
Federal Farm Mortgage Corporation,
under the direction of the Farm Credit
Administration. The FFMC was given a
revolving fund of two billion dollars in
bonds, guaranteed as to principal and
interest, which it could exchange for the
bonds held by federal land banks and
which it also could invest directly in farm
mortgage Joans. The FFMC succeeded
in obtaining interest reductions and in
scaling down the principal of farm obli-
gations. After a series of unsuccessful
experiments with resettlement projects,

the Farm Security Administration was
finally set up in 1937 to devise ways and
means of bringing relief to distressed
small farmers and agricultural laborers;
the chief method employed was rehabili-
tation through social-service activities.
This, too, worked out well.

Inpustry. The revival of industry was
to be pushed chiefly through price-rais-
ing expedients; but industry was to police
itself, in order to eliminate unfair meth-
ods of competition. Despite the fact that
a major commitment of American indus-
trial policy was the Sherman Anti-Trust
Act, the New Deal was prepared to wel-
come the cartelization of American busi-
ness. For this purpose, the National In-
dustrial Recovery Act was passed in
June, 1933, It set up a National Recovery
Administration, under whose aegis every
branch of American business was to form
code authorities, and these code authori-
ties were to draw up principles and prac-
tices guaranteeing “fair competition.”
Most of these codes, when completed,
incorporated methods for establishing
minimum prices and restricting produc-
tion. In May, 1985, the Supreme Court
— incidentally, to everyone’s relief —
found the NIRA unconstitutional on
three grounds: that Congress could not
delegate its legislative powers to private
individuals, that is, the code authorities;
that the Federal government could not
legislate about industrial practices if
these practices did not directly affect
interstate commerce; and that a national
emergency did not exist. The adminis-
tration then returned to a vigorous en-
forcement of the antitrust laws.

Lasor. The NIRA had incorporated
and had made possible the establishment
of certain fundamental rights of labor.
Section 7(a) of the law had given work-
ers the right to establish collective-bar-
gaining agencies of their own choosing
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and had promised them minimum rates
of pay, maximum hours of work, and
other safeguards. The forty-hour week
was generally established; minimum
wages in most industries were put at be-
tween $12 and $15 a week; and the labor
of children under sixteen years was
banned.

The outlawing of the NIRA by the
Supreme Court compelled the writing of
new labor enactments. These took the
form of the National Labor Relations
Act in 1935 and the Fair Labor Stand-
ards Act (Wages and Hours Act) in
1938, The first was a great triumph for
the country’s workers and, indeed, was
one of the outstanding achievements of
the New Deal. It was frankly labor-
oriented in that it was concerned only
with industry’s duties toward the work-
ers: employers were obliged to bargain
collectively with their employees and to
give up all those industrial practices
which might prevent the employees from
properly realizing the objective of free
trade-unfonism. A specified number of
unfair practices on the part of employers
was accordingly rendered illegal. Also,
when the workers were ready, they could
call for an election to determine which
trade unjon was to represent them in
their negotiations with the employers.
And finally, the National Labor Relations
Board was set up, with wide powers. The
board could decide which was to be the
appropriate unit for the purposes of col-
lective bargaining, that is, whether the
unit was to be an employer unit, a craft
unit, a plant unit, or even a regional unit.
The board was to conduct elections. It
was to certify the trade unions duly
chosen by the majority of workers in-
volved as exclusive bargaining agencies.
And it was to prevent unfair labor prac-
tices by the use of quasi-judicial powers

similar to those exercised by the Federal
Trade Commission in its own field.

The NLRB quickly received the co-
operation of most employers. In a group
of notable decisions in 1937, the Supreme
Court validated the law. Indeed, the
Court stretched the Constitutional con-
cept of “interstate commerce” to such a
degree that the NLRB'’s intervention in
all labor disputes was made possible.
Labor itself rose to its opportunity, and
whereas in 1920 there were only 4,330,000
trade unionists in the country, at the end
of the 1930s their numbers exceeded
11,000,000. Improvements in wage rates
followed; and so did improvements in
industrial relations, the outstanding new
development being labor-management
cooperation,

The Fair Labor Standards Act of 1938
was one of the country’s most important
pieces of welfare legislation. It estab-
lished the forty-hour week, with time and
a half for overtime, for all the country’s
industries. It provided for the creation
of boards in all trades and businesses,
which from time to time were to draw
up minimum wage scales in order to
“reach . . . the objective of a universal
minimum wage of 40 cents an hour for
each industry.” And it virtually made
possible the abolition of child labor by
departmental order (in this case, the
order of the Department of Labor).

SociaL Secumrry. The Social Security
Act of 1935 (amended in 1939) per-
mitted the United States to catch up with
those European countries that had pio-
neered in the field of social security-some
twenty-five years earlier. The act made
provisions for the following: (1) An Old-
Age and Survivors’ insurance pragram,
administered by the Federal government.
Many categories of workers, in establish-
ments employing eight or more persons,
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were to be assured retirement allowances
at sixty-five years of age and after. The
fund was to be built up by matching
contributions from the workers and em-
ployers; and this contribution was ini-
tially put at 1 percent, for each, of wages
and earnings up to $3,000 a year. Benefit
payments were to be based on marital
status, length of coverage, and the size
of the over-all contributions. Dependent
survivors were also to be provided for.
(2) A program of unemployment com-
pensation, to be administered in every
case by the states themselves. Through
the agency of a federal payroll tax of
3 percent on payrolls, as a compulsory
device, states were to be encouraged to
set up unemployment-insurance schemes.
It is enough to say that all did so; that
in most cases the contributions to the
maintenance of these funds were coming
from the employers alone; and that bene-
fit payments ran from fourteen to sixteen
weeks, with an initial maximum weekly
benefit of about $15 and a minimum
weekly benefit of $5. (3) Federal grants
to states, more or less on a matching
basis, to take care of outstanding prob-
lems of dependency. These included
assistance to the needy aged, the needy
blind, and to children under sixteen de-
prived of parental support; and also
grants for the establishment of maternal
and child-health services, medical and
other services for crippled children, and
welfare services for the care of homeless,
dependent, and neglected children. A
Social Security Board was provided to
admitister most of the provisions of the
law. In May, 1937, in three important
decisions, the Supreme Court gave its
stamp of approval to the Act.

Currency anp Creprr. Currency ex-
pansion and bank-credit inflation were
major preoccupations of the New Deal.

In April, 1933, the United States formally
went off the gold standard when an
executive order stopped the free move-
ment of gold both within and without
the country. Congress gave its authoriza-
tion through the passage of the Gold
Repeal Joint Resolution of June, 1933,
which canceled the gold clause in all
federal and private obligations. A step
in the direction of increasing the amount
of money in circulation was taken with
the passage of the Thomas Amendment
to the AAA in May, 1933, This permitted
the President to issue up to $3,000,000,000
worth of United States notes; to reduce
the gold content of the dollar as much
as 50 percent; and to accept silver from
foreign governments on the account of
the intergovernmental debts, as well as
to buy American-mined silver. In Janu-
ary, 1934, Congress enacted the Gold
Reserve Act, and under it the President
fixed the value of the dollar at 59.06 cents
in terms of its old parity; in other words,
the government was permitted to buy
gold anywhere at $35 an ounce. The
hopes here were two: to push prices up
by devaluation and to give the United
States an advantage in foreign trade.
Bank-credit expansion was linked with
banking reform. The Banking Act of 1933
and the Banking Act of 1935 provided for
the following changes in the country’s
banking policy: (1) A Federal Deposit
Insurance Corporation, already referred
to, was set up. (2) Banks belonging to
the Federal Reserve System were to cut
themselves off from their securities affili-
ates. (3) The government’s hold on the
Federal Reserve System was greatly ex-
tended through the creation of the Board
of Governors of the System, all of whom
were to be appointed by the President.
(4) The Open-Market Committee was to
be dominated by the Board of Governors
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and was to have control over the powers
of expanding and contracting credit.
(5) The Board of Governors was also
given the right to raise (or lower) re-
serve requirements of member banks
and to raise (or lower) margin require-
ments on security purchases. Credit
expansion was pushed also through gov-
ernment loans, notably by the use of the
RFC.

Power axp Housmve. The Tennessee
Valley Authority was established in May,
1933; its powers have been alluded to
above. In the domain of power control,
extensive reforms were launched. The
Public Utility Act of 1935 had two func-
Hons: to expand the authority of the
Federal Power Commission over all utili-
ties transmitting electricity across state
lines; and to give the SEC the right to
put an end to holding companies in the
utility field.

Many acts were passed in the field of
housing, The Home Owners’ Loan Act
of April, 1934, came to the relief of exist-
ing and would-be small homeowners, by
permitting the refinancing of outstanding
mortgage debt and by creating facilities
for the financing of new home construc-
tion. The National Housing Act of June,
1934, set up the Federal Housing Admin-
istration to standardize methods of con-
struction and financing for multiple
dwellings. The United States Housing
Authority (under an act of 1937, amended
in 1938) was to make loans to local pub-
lic bodies, created by state law, to pro-
vide low-rent housing and slum clearance.

PusLic Wonks AND Rerier. The New
Deal sought to stimulate recovery by
embarking on elaborate public-works
projects. For this it received authority
in the National Industrial Recovery
Act, and the Public Works Administra-
tion was accordingly set up and given
$3,000,000,000. But the programs moved
tardily, with the result that in 1935 the

administration began to put its reliance
increasingly on the less expensive “made-
work” projects of the Works Progress
Administration. It was a considerable
length of time before a proper program
was devised to handle the case of the
temporarily unemployed. In May, 1933,
the Federal Emergency Relief Adminis-
tration was set up; in October, 1933,
there appeared the Civil Works Admin-
istration; and finally, in July, 1935, the
Works Progress Administration. The
WPA functioned well, not only making
possible considerable additions to public
plants but also providing employment as
a substitute for outdoor relief. As for
the unemployables, they were being
handled by local home-relief agencies.

Fivancne THE New Dear. The New
Deal sought to charm back recovery by
lending and spending on a vast scale.
Up to 1935, the government made no
serious effort to finance its spending
program through taxation; and though
after 1935 there was a good deal of
tinkering with revenue acts, no new tax
avenues were really explored. Deficit
financing meant chiefly federal bor-
rowings; as a result, the national debt
steadily mounted.

The Progress of Recovery

Tre Course oF Busmess. The New
Deal’s spending and easy-money pro-
grams and its own confidence in the
essential soundness of America’s institu-
tions slowly spread the processes of re-
vival, Agriculture was the first to re-
spond, but the country’s industry whs not
slow to follow; so that up to the mid-
summer of 1937 (except for a brief re-
cession in 1934) the course of business
activity moved upward. By 1987, the
general level of production reached the
average normal of the 1920s. This is not
to assume that recovery was complete,
for it was not. In fact, recovery was
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slower in the United States than in any
other industrial country. Thus industrial
production was almost as high as it had
been in 1929; bat on the basis of past
performances it should have been higher,
for the population of the country was
greater and the rate of productivity in
industry was perhaps 25 percent higher.

The upshot was that the spring of
1987, according to the American Federa-
tion of Labor's estimates, still saw
9,700,000 persons out of work. Why was
this? A number of reasons may be ad-
duced. (1) The government's spending
and lending policy frightened off new
business investment. To this degree the
popular charge that there was a strike
of capital was true. (2) Whereas labor
had before been receiving an inadequate
share of the pational income, under the
New Deal its share probably was too
great. This increased the costs of pro-
duction, (8) There was no real revival
in our foreign trade, largely because of
the national-economic policies pursued
by most of the countries of Europe.

In agriculture, thanks to the subsidy,
loan, and controlled-production measures
of the New Deal, definite improvement
had occurred. In 1932 the cash income
from the sale of farm products had been
$4,300,000,000; in 1937, the income from
sales and government payments was
$8,500,000,000 (government payments,
or subsidies, were in the neighborhood
of $500,000,000 yearly). The ratio of
prices received to prices paid — the index
of agricultural well-being —had moved
up hearteningly. In 1932 the ratio stood
at 61; that is, the farmer’s dollar, in terms
of the goods and services he could get
for it, was ‘worth 61 cents. In 1937, the
ratio stood at 93. Farm real-estate values
also mounted.

Tue NamonaL Income. Also, by 1937
and again by 1939, the country had re-
covered much of the position lost as a

result of the depression in terms of its
national income. From the low of 40
billions of dollars reached in 1932, na-
tional income went up to 71.2 billions in
1937; and after the recession of that year,
national income was restored to 69.4 bil-
lions in 1989. But this did not bring the
country back to where it had been before
the depression had set in; the reasons
were that the population had increased
by ten millions in the decade since 1929
and that the productivity of the nation’s
industrial plants had also improved. That
is to say, if the recovery had been com-
plete and full use of the nation’s man-
power and resources had been made, the
real income should have been in the
neighborhood of at least 100 billions of
dollars.

Errects oF DEeFicir Fivancing. In
another area the success of the New
Deal's policy was only of mixed char-
acter. It has already been pointed out
that the New Deal was spending large
sums of money. Government bonds, bills,
and notes for these sums flowed into the
banks. The Board of Governors of the
Federal Reserve System then followed a
cheap money policy. They bought gov-
ernment bills and notes, and this led to
an increase in the reserves of the mem-
ber banks. Member bank reserves also
grew through the inflow of gold from
abroad. By these processes, the base of
the credit pyramid was expanded. It was
hoped that increased reserves would lead
to increased bank deposits (as a result
of commercial loans made by banks);
and that increased deposits would lead
to an expansion of employment and
therefore greater spending,

But it did not work out that way. De-
posits did grow because of government
deficit financing. The banks, however,
showed their increasing deposits in their
investment portfolios rather than their
loan portfolios. They were, in other’
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words, maintaining themselves in an
amazingly liquid form; and the first hint
of contraction of business encouraged
them to liquidate their loans and dis-
counts. Also, government’s unbalanced
budget and its taxation of corporate
profits, without making due allowances
for Josses, led to a growing conservatism
on the part of businessmen as far as the
inception of risk-taking enterprise was
concerned. It may be said, very properly,
that there was a strike of capital — but
this was not due so much to political
hostility as it was to the uncertainties
and the fears possessing business. The
New Deal, in other words, appeared to
be incapable, by its fiscal policy, of re-
storing that confidence in the business
community that was really the basis of a
real revival,

The key to the New Deal successes
was therefore this: it was to be found
not nearly so much in new capital bor-
rowings by business or in any real expan-
sion in bank credit. It was due largely
to deficit financing; and when New Deal
spending slowed down—as happened
from midsummer 1937 to late spring 1938
— then a real business recession set in.
Only the resumption of a spending policy
on the part of the New Deal made pos-
sible the revival of the summer of 1938.
And the great war expenditures that be-
gan to appear with 1940 accounted for
the impressive increases in industrial
production and national income and for
the elimination of unemployment.

The Cost of the New Deal

Tre Desr. What did all this cost?
From 1930 on, the road of deficit financ-
ing had been pursued — the New Deal
notably stepping up the tempo after 1933
— 5o that in the 1930s the federal debt
was increased from about 16 billions of

dollars to more than 40 billions. During
the first years of the decade, the deficits
which the Federal government encoun-
tered resulted from a decline in receipts
from tax sources, whereas, under the
New Deal, they had resulted rather from
an increase in expenditures. During the
years 1931-1933 federal expenditures
were in the neighborhood of 4 billions
of dollars annually; in 1934 they were 6
billions, and in 1987, 8.4 billions. The
New Deal insisted that the deficit was
not entirely incurred because of “made-
work” activities. Thus for the years
193138 the total deficit was 20 billions.
But against this amount were to be bal-
anced assets arising from recoverable
loans and expenditures on public-works
construction; these came to 12 billions of
dollars.

Taxes. At the same time that deficits
increased, so did taxes. Federal taxes in
1931 came to 2.7 billions of dollars; in
1938 they stood at 5.9 billions. In 1931,
federal taxes represented 4.5 percent of
national income, whereas in 1938 the per-
centage was 9.5. Income-tax rates were
pushed up; and in 1936, as a further tax
on corporations, an undistributed-profits
tax was levied. Because of the great hos-
tility engendered, this device was aban-
doned in the Revenue Act of 1938. In
1930 at least 95 percent of all federal tax
revenues were produced by income taxes,
tobacco taxes, and customs duties; in
1938, these sources contributed 58 per-
cent. The New Deal developed new tax
sources, notably manufacturers’ cxcise
taxes, liquor taxes (because of repeal),
and payroll taxes.

At the same time, it is important to
note that the Federal government was
not called upon to pay as much, propor-
tionately, for its borrowings. The yield
on United States government bonds was



Hacker - THE THIRD AMERICAN REVOLUTION 18

365 percent in the second quarter of
1929 and only 2.7 percent in the last
quarter of 1837.

Labor under the New Deal

In one sector there were real gains:
organized labor grew, its rights were
being safeguarded, and it was being paid
better than ever before in its history.
Too well, in fact, some authorities were
prepared to argue. Interestingly enough,
one of the important reasons for the
extraordinary increase in trade-union
membership (the other was the National
Labor Relations Act) was the breaking
out of a bitter internecine, schismatic
dispute within the American Federation
of Labor,

Tue CIO. The leader of the schis-
matics was John L. Lewis, the ambitious
and dynamic head of the United Mine
Workers. The 1920s had seen a slacken-
ing of effort on the part of trade-union
leaders, They had become involved in
business investments, had frowned on
social-security programs, and were in-
capable of coping with or indifferent to
the great horde of the unorganized in the
mass-production industries. One of the
important reasons for this was that most
union leaders were spokesmen for highly
skilled craftsmen who were fearful of the
inroads being made into their own spe-
cial interests by the assembly-line tech-
nigue. John L. Lewis did not belong in
the company of these less alert leaders.
He had taken advantage of Section 7(a)
of the NIRA to press unionization in the
coal industry. He was more sympathetic
to the problems of the workers in the
mass-production industries (steel, auto-
mobiles, rubber, ol refining, aluminum)
because so many of his own members
were more and more entering the class
of semiskilled.

In any event, Mr. Lewis challenged
the top leadership of the A. F. of L. at its
1935 convention when he forced a vote
on a resolution demanding that organi-
zational work be pushed on industrial
lines in the basic industries instead of on
craft lines. This meant that all men in
the automobile industry, for example,
were to be organized into an automobile
union, instead of being unionized as ma-
chinists, teamsters, stationary engineers,
and the like. Mr, Lewis was defeated,
but he found enough support at the con-
vention to encourage him to form the
Committee for Industrial Organization
within the A. F. of L. The CIO went
shead and, before 1936 was over, it had
the backing of ten national and inter-
national unions, some of which had be-
gun on their own account to do mis-
sionary work among the unorganized,

This led to open warfare. In 1936 the
executive committee of the A. F. of L.
suspended the ten unions that had joined
the CIO; the next year the A. F. of L. con-
vention authorized the expulsion of those
unions which refused “to return to the
ranks of our movement.” Nine of the
unions were so expelled in 1938, and
the gage of battle was down. Lewis
accepted it when he and his followers
formally met in convention late in 1938
and, in November, set up the rival body
of the Congress of Industrial Organiza-
tions. To a great extent the A. F. of L.
clung to its basic role of organizing the
skilled workers in craft unions, disregard-
ing industrial groupings; while the CIO
devoted itself to industrial unionism
without paying attention to craft differ-
ences. But this did not prevent both
bodies from cutting across the lines, so
that a certain amount of dual unionism
developed. What was profoundly signifi-
cant was that the A. F. of L. became a
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fighting organization and explored the
new opportunities for unionization as
energetically as did the CIO. As a re-
sult, great gains were won by both, and
when Pearl Harbor struck, each could
claim at least 4,000,000 dues-paying
members.

CIO Successes. The CIO’s initial suc-
cesses were unprecedented, It went into
automobiles, revitalized the United Auto-
mobile Workers of America (which had
been established in 1935), and challenged
at once one of the greatest citadels of in-
dustrial power in the country, the Gen-
eral Motors Corporation, In December,
19836, strikes were called, and the sitdown
{subsequently declared illegal) was used
with telling effect. After forty days of
bitter struggle, General Motors gave in
and signed an agreement recognizing
the union as the bargaining agency for
its members in all the company’s plants.
The other automobile companies except
Ford fell into line; even Ford capitulated
in time. Next came steel, where a Steel
Workers’ Organizing Committee was
formed, initially largely financed by the
coal miners. Steel had been the hardest
nut for trade unionism to crack as far
back as 1892, when the disastrous Home-
stead Strike had destroyed the workers’
organization. So completely did the
SWOC do its work in the case of so-called
Big Steel that in March, 1987, without a
strike, the United States Steel Corpora-
tion signed an agreement much like that
of the automobile industry. But the newer
steel companies — they were called Little
Steel and included the Republic Steel
Corporation and the Bethlehem Steel
Corporation — refused to yield, and bitter
strikes swept the steel regions during
May-July, 1937. Violence on both sides
was common, with a good deal of vigi-
lantism present. The stubborn resistance
of the Little Steel leaders led to the

failure of the strike in July. Other indus-
trial areas where the CIO unions were
successful were the Eastern maritime
workers, the Western longshoremen, the
rubber workers, and the aluminum
workers.

A F. or L. anp CIO Rivarny. Mean-
while, the rivalry between the A. F. of L.
and CIO grew in intensity. Both engaged
in mutual recriminations, the A. F. of L.
being charged with giving haven to
racketeers, and the CIO being charged
with permitting communists to infiltrate
its rank;, Both charges were true. The
driving ambitions of John L. Lewis at-
tracted general attention, and his inter-
ests and pretensions were frequently
associated with the purposes of trade
unionism in general. In the second
Roosevelt administration his ardor to-
ward the New Deal cooled and he openly
broke with the President, supporting
Wendell L. Willkie in 1940. His tactics
estranged one of his best supporters, the
International Ladies Garment Workers,
and this union left the CIO and rejoined
the A, F. of L. in 1940. Mr, Lewis found
increasingly less support among CIO
unions, and the personal bitterness that
developed led to a strange move on his
part. He withdrew from the CIO in
1942, and in 1943 made application for
readmission to the A, F. of L.| In 1946,
the miners were back in the fold again.
The A. F. of L. continued under the
leadership of William Green, and the
CIO was now led by Philip Murray, who
had been one of Lewis's vice presidents
in the coal miners’ union,

The possibility of fusion was remote,
although it is important to note that the
rivalry between the two bodies occupied
relatively little of the energies of trade-
union leaders. Trade unionism in the
country went ahead on seven-league
boots, in many industries obtaining virtu-
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ally 100 percent membership and writing
closed-shop agreements with increasing
frequency. This, then, was one of the out-
standing —if not the most ironical —
achievements of the New Deal: it had
made the American workers completely
trade-union conscious and had converted
them (except, perhaps, for the Australa-
sians) into the most militant body of or-
ganized workers in the world. The trade
unionists of the United States were not
radical politically, only a small minority
supporting a program of even mild state
socialism; they were not entering politics
as workers in their own parties; but they
did fight constantly for improvement in
working conditions. This was particularly
true in connection with wage rates.
Waces anp Propucrivity. Trade-union
successes may have been too great as far
as the effects on the total economy were
concerned. Professor Sumner H. Slichter,
for example, was able to argue that wage
rates went up much more sharply than
did productivity, the result being exces-
sive additions to cost. This was likely to
make the business enterpriser embarking
on new ventures more cautious than he
would ordinarily be. Professor Slichter
pointed out that in the period 1921-26
physical productivity per man-hour in
manufacturing increased 4.3 percent a
year; in the period 1933-37 the increase
was only 1.7 percent a year. Also, be-
tween 1921 and 1926, hourly earnings in
manufacturing rose 8.4 percent; between
1938 and 1937, they rose 40 percent. Said
Professor Slichter: “Physical productivity
per mtan-hour grew twice as fast after
1921 as after 1933 or 1934, but wage rates
went up twice as rapidly in the second
period as ifi the first. These differences
were not entirely compensated by price
movements.” And he came to this posi-
tion: “For the time being, however, one
must conclude that the spread of union-

ization tends to reduce the marginal
return of capital.”

The New Deal Continues in Power

Tre Camparcn or 1936. The hostility
to the New Deal, particularly as recovery
continued on its uneven way, became
more outspoken; but to organize this op-
position was not easy. Nothing proved
this more surely than the outcome of the
presidential election of 1936. The Re-
publicans had met first in June, 1936, and
had come out flatly against the New Deal
and all its works. Their platform opened
with the words, “America is in peril,” and
in this spirit they submitted the principles
and the achievements of the New Deal to
a bitter arraignment. While there had
been a good deal of preconvention scram-
bling for votes, there was no real opposi-
tion to the candidacy of Governor Alfred
M. Landon of Xansas. He was named on
the first ballot, and with him was nomi-
nated Frank Knox of Illinois for the vice
presidency.

Mr. Roosevelt dominated the proceed-
ings at the Democratic convention, al-
though he did not appear in person. The
New Deal was in a defiant mood because
of Supreme Court hostility (the Court
had found unconstitutional the NIRA
and the AAA, among other measures)
and the growing disapproval of the busi-
ness community. It challenged both and
pledged the administration to a continu-
ing fight on “the activities of malefactors
of great wealth who defraud and exploit
the people.” President Roosevelt and
Vice President Garner were renominated
by acclamation. Victory at the polls was
achieved as easily. Labor flocked to the
defense of the Democratic ticket, while
the Republican cause was not aided by
the support of those unreconstructed con-
servatives who refused to see that trade
unionism and social security had come
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to stay. Landon, who was personally a
liberal and sympathetic to many of the
New Deal achievements, was put in an
equivocal position and he never re-
covered. The President’s reelection was
one of the most impressive demonstra-
tions of the popular will in American
politics. He received a popular vote of
27,751,000 to Mr. Landon's 16,680,000,
and he carried every state but Maine and
Vermont.

Tae Supreme Court Ficrr. Not only
was Roosevelt’s reelection a vote of con-
fidence in the New Deal; it also put the
stamp of approval on the President’s fight
against the Supreme Court. Or so he
assumed. In any event, in February,
1637, there were sent to Congress a presi-
dential message and a bill which called,
in effect, for the packing of the bench.
Justices might retire at the age of sev-
enty; if they did not do so, the President
had the right to appoint up to six addi-
tional members to supplement the non-
retiring members. The storm that arose
took the President by surprise. Party
ranks were broken, old friends deserted
ancient loyalties, and a bitter controversy
raged in Congress and in the press for
months. The President lost the support of
his personal friend Governor Lehman
of New York, and of Senator Wheeler of
Montana, who had been one of the New
Deal’s most loyal defenders.

The backers of the President insisted
that Congress was closer to the will of
the people than the Court was. As
Charles A. Beard put it: “Congress has
the same right as the Supreme Court to
be courageous and independent. If Con-
gress . . . agrees with four of the Supreme
Court Justices that five of the Justices
have misread, misinterpreted, and in sub-
stance violated the Constitution, then
Congress has the civic and moral obliga-
tion to bring the Court back within the

Constitution,” The President’s opponents,
on the other hand, feared the destruction
of the country’s Constitutional liberties
if the Supreme Court was compelled to
become the rubber stamp of the Execu-
tive. The President entered the lists in
person and made two public addresses
in which he declared frankly that there
was “no definite assurance that the three-
horse team of the American system of
government will pull together” and that
he wanted “to appoint Justices who will
not undertake to override Congress or
legislative policy.”

The President was unsuccessful be-
cause of the hostility of the Senate. His
bill was reported out adversely by the
Senate Judiciary Committee; a long de-
bate ensued, and when his chief whip.
Senator Robinson of Arkansas, died
suddenly, the administration support col-
lapsed. A substitute proposal was intro-
duced and, because it pleased nobody,
the Senate voted to recommit it on July
22. Thus the drama ended. For a short
time, curiously enough, victory was with
the President; for the withdrawal of
three of his most persistent foes on the
bench made it possible for him to appoint
men who were more favorably disposed
toward administration policies. Justice
Van Devanter was succeeded by Scnator
Hugo Black of Alabama in 1937; Justice
Sutherland was succeeded by Solicitor
General Stanley Reed in 1938; and Justice
Butler was succeeded by Attorney Gen-
eral Murphy in 1940. Now the Court
began to talk with the tongue of the New
Deal, and the President could say —+as he
did in one of his “fireside chats” in July,
1938 — that while he had lost a battle he
bad really won the war, But victory —
especially in the long run — was with the
Court too; for its independence and in-
tegrity bad been preserved, and it sur-
vived as an independent agency to fight
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again another day if American liberties
should be threatened.

Scowine Down oF THE New Deazr.
From this time on, the New Deal as
domestic policy became less and less ag-
gressive. Far one thing, the President
was meeting with more resistance in
Congress, notably among those Southern
legislators who were beginning to find
their alliance with labor spokesmen an
uneasy one. But more important, the
President, after his “quarantine” speech
at Chicago of October, 1937, was turning
his attention almost completely to foreign
affairs. He saw, as did Churchill in Eng-
land, that Nazism was not a European
program but a plan for world conquest,
and he sought to awaken Americans to
their peril. New Dealism was increas-
ingly preoccupied with recovery ques-
tions; and here the chief weapons were
the deficit financing of the Treasury and
the control over banking policy of the
Board of Governors of the Federal Re-
serve System. When the President, for
example, sought to chastise those Con-
gressmen and Senators who had failed to
rally to him in the Supreme Court fight,
by calling for their defeat in the elections
of 1938, he was rebuffed by the electo-
rate. The Republicans were beginning to
creep up on the New Deal. In 1938 they
elected governors in a number of states
that had gone Democratic previously;
and they won 80 seats in the House and 8
in the Senate. Cooperating with some 60
conservatives in the ranks of the Democ-
racy, the Republicans were able to hold
the more aggressive representatives of
the New Deal in leash.

The Third-Term Election

Whether Roosevelt entertained thoughts
of a third term before World War II
broke out is hard to say. But one may
note that by 1940, particularly after the

collapse of France in May, it was appar-
ent to him that our involvement was a
matter of time alone. In fact, were Brit-
ain to fall, a victory for the Axis was
clearly on the cards. The continuance,
unbroken, of a foreign policy which stood
for defiance to the Axis and aid to Britain
preceded all other considerations. The
Axis had to be defeated; and if this meant
the shattering of the third-term traditicn,
that could not be helped. So, apparently,
ran the President’s thoughts and the
thoughts of his consistent followers,
notably those in the ranks of labor.

Tue RepusLicans. The Republican del-
egates to the presidential nominating
convention met at Philadelphia in June,
1940, in one of the most critical periods
in American affairs. Division among
Americans was quite as profound as it
had been in the 1850s. Isolationists made
light of the talk of our dangers at the
hands of the Axis and were ready to
accept the word of the Germans and the
Jepanese that the New Order was de-
signed only for Europe, and the Co-
Prosperity Sphere only for Eastern Asia.
Interventionists were fearful, and they
pointed not only to Hitler's military suc-
cesses but also to the great victories
gained by the Nazi ideology in our own
midst and among the Latin American
peoples. The Republicans were called
upon to make a fateful choice. Interest-
ingly enough, the choice was made not
by the delegates but by the rank and file,
who forced upon the convention the
nomination of Wendell L. Willkie of
Indiana and New York City. Willkie was
named on the sixth ballot, and with
him was nominated Senator McNary of
Oregon.

Willkie was no standpatter; with much
of the achievement of the New Deal he
sympathized, He was opposed, however,
to the New Deal’s inefficiency and frre-
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sponsibility, to its hostility to business,
and its willingness to build up a towering
bureaucracy. On foreign policy he saw
eye to eye with the President: Britain had
to be aided, the Axis meant to fight us.

OvurcoME oF THE ELECTION OF 1940.
Mr. Roosevelt said nothing about his suc-
cessor to the Democratic convention at
Chicago in July. While there was con-
siderable opposition among party leaders
to his being named, none came out into
the open, and he was renominated on
the first ballot. At his request, Secretary
of Agriculture Henry A, Wallace was
chosen as his running mate, The most im-
portant defection from the Democratic
ranks was that of James A. Farley, who
had nursed the President’s political career
throughout the long period of New York
politics, and who had helped to elect him
in 1932 and to reelect him in 1936, The
charge of dictatorship had some effect
on the voting; so did the issues of the
European conflict as far as European-
born peoples in our midst were con-
cerned. The larger farmers of the Middle
West returned to the Republican fold,
and some of the professional and white-
collar supporters of the earlier elections
also dropped out of the Democratic
ranks. But the President was trium-
phantly reclected, although by a reduced
majority. Roosevelt’s popular vote was
27,000,000 against Willkie'’s 22,000,000;
his electoral vote 449 against Willkie's
82. The Republicans carried ten New
England and Midwestern states — and
that was all.

The New Dedl and the Problem

of Bureaucracy

There was no doubt that the New Deal
had come to grips with a series of impor-
tant and pressing problems. From the
social point of view, its accomplishment
had been significant: it had sought to
end insecurity and it had helped the
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American labor movement to mature,
From the economic point of view, its
programs had resulted in the raising of
quite as many questions as it had sought
to answer. It was in the political sector,
however, that New Deal planning had
stepped out boldly into the unknown;
with what consequences to the traditional
American way of life it was hard to
measure.

CHARACTER OF STATE INTERVENTIONISM.
For the New Deal had parted completely
with the nineteenth century conception
of the laissez-faire, or passive, state; Amer-
icans were fully launched on the experi-
ment of state capitalism. The depression
of 1930 and after had persuaded New
Deal theoreticians that capitalism’s prog-
ress in the United States had slowed
down, if it had not ceased altogether.
Now the state had to assume positive
functions. Accordingly, its role as umpire
was magnified and extended into other
regions —as in the case of the establish-
ment of the National Labor Relations
Board and the Securities and Exchange
Commission. Its social-service functions
were expanded, particularly in the han-
dling of the problems of the unemployed,
the unemployables, and other dependents.

Nor was this all. Under the New Deal
the state began to initiate projects and
undertakings of a distinctly economic
character. The national state, in short,
was beginning to take on, in many do-
mains, the essential color of private enter-
prise. It barrowed money, not alone for
the maintenance of the traditional civil
and military establishments of govern-
ment, but also for the purposes of buy-
ing and selling commodities, processing
goods, creating electric power and light,
dealing in real estate, engaging in ware-
housing, the banking business, and the
shipping and railroading businesses. It
set up corporations and corporate agen-
cies which possessed charters, directars,
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assets, thousands of employees, and in-
dustrial and mercantile policies. As in
big business, there were interlocking
directorates and the shifting of funds.

ProeLems Ratsep By Statism, This was
a startling transformation; and it raised
for many Americans disquieting prob-
lems. There were — even before our entry
into World War II ~at least fifty such
New Deal corporations and corporate
agencies which were in or could go into
business. Some were created by Con-
gress, some by presidential order, some
by departmenta] decision alone. Often
they were run by Cabinet officers who,
in the nature of things, were compelled
to delegate power to anonymous lesser
officials. The pattern was too complex
and too obscure for popular control,

To whom, in the final analysis, were
these executive agencies to be respon-
sible? To Congress? But Congress did
not possess any longer a machinery sensi-
tive enough for their surveillance. Its
committee system had been laid out for
a simpler day; and to keep track of all
the executive agencies would require a
functionary group quite as complex as
that already managing the new authori-
ties and offices. By what tests was the
worth of these new public bodies to be
measured? By those of private business?
But the New Deal authorities and offices
did not have to enter the money market
for fresh funds; they did not have to con-
serve assets; they were not called upon
to present favorable profit-and-loss state-
ments, Wage policies were fixed by stat-
ute and not by the competition of the
market place.

How —most important of all - were
the functionaries to be prevented from
extending their authority? For here lay
the real danger of a bureaucracy: that it
tended to associate its own well-being
with the general welfare. This was one of
the vexing problems the New Deal had

created. It was not possible to dismiss it
lightly or to seek to disguise its perils
by rteferring to the new state as the
“social-service state.” Even as the war
progressed, the question of this new
American bureaucracy could not be
downed, and it was one of the important
reasons for the increasingly critical tone
that Congress took toward the President.

During the later years of the Roosevelt
administration, however, these critical
questions were latent, if not far below
the surface. The country’s response to un-
rest abroad was absorbing more and more
the attention of all parties.

International Relations under the

New Deal

Up to October, 1937 — always except-
ing the Good Neighbor policy and Secre-
tary of State Hull's reciprocal trading
program — the New Deal's foreign policy
had a definitely nationalistic orientation.
Economic revival in the rest of the world
apparently was not to be a direct concern
of the United States; if America could re-
establish high levels of employment and
increase its national income, then our
prosperity would flow out beyond our
shores and in time cover the whole earth.
That we had become fully integrated into
world affairs politically and economically
— and that we could not pull ourselves up
by our own bootstraps — were ideas only
dimly felt in Washington,

An American delegation was sent to
London in June, 1933, to attend the
World Economic Conference, which was
to concern itself with the stabilization of
currencies, the freeing of the flow of
world trade, and international prices.
And then suddenly by Roosevelt’s order
—and to the dismay of Europeans gen-
erally —the Americans refused to tie
their currency to that of the British or
promise to defend the gold standard. The
conference ended in failure.
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Congress showed no greater wisdom.
In April, 1934, it passed the Johnson Act.
Under this, those nations which had re-
ceived loans from the American govern-
ment during World War I and which
after 1980 had defaulted on interest pay-
ments were denied the right to float pub-
lic securities in the American money
market. Thus American capital resources
were not to be made available to the Eu-
ropean powers for the purposes of assist-
ing them in coming to grips with their
own economic difficulties; or indeed in
helping them obtain funds here for re-
armament purposes after 1936, when the
menace of Hitler had become very real.

Tre Goop NEicHBOR Poricy. In our
relations with the countries of the West-
ern Hemisphere we were more far-
sighted. As has been pointed out, a good
beginning had been made by Secretaries
of State Kellogg and Stimson during
1927-33. Roosevelt, with the assistance
of Secretary of State Cordell Hull, hap-
pily continued along these paths, In his
First Inaugural, Roosevelt had defined
the Good Neighbor as one who “reso-
lutely respects himself, and because he
does so, respects the rights of others—
the neighbor who respects his obligations
and respects the sanctity of his agree-
ments in and with a world of neighbors.”

When revolution broke out in Cuba,
Roosevelt not only refused to intervene,
but he also offered and sent American
ecnnomic assistance to the distressed re-
public. In 1934, the new government of
Cuba was recognized; and a few months
later, our protectorate was terminated by
the repeal of the Platt Amendment. The
same summer saw the recall of American
marines from Haiti; and in 1935, the
United States relinquished its financial
control over the Haitian government,
Also in 1935, cooperating with Latin
American governments, the United States
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succeeded in terminating the war be-
tween Chile and Paraguay; and in 1936
our treaty rights in Panama were given
up and that little republic was now truly
independent for the first time.

In January, 1936, Roosevelt appeared
in person at the Pan American conference
being held at Buenos Aires —he was the
first President of the United States ever
to have visited South America while in
office —and gave further pledges of his
devotion to the idea of the Good Neigh-
bor. A consultative pact was signed
under which the signatories pledged to
consult together in the event of war or
intervention in the Western Hemisphere.
The United States was moving toward
converting the Good Neighbor policy into
a mutilateral understanding.

This, in fact, was achieved in 1940 at
the Havana Conference when the so-
called Act of Havana was drawn up. The
Act of Havana was prefaced by the state-
ment that “the status of regions in this
continent belonging to European Powers
is a subject of deep concern to all the
governments of the American Republics.”
And then the Act went on to pledge all
the signatories to regard as an aggres-
sive measure against all of them “any at-
tempt on the part of a non-American
State against the integrity or inviolahility
of the territory, the sovereignty, or the
political independence of an American
State.” It is true that the Monroe Doc-
trine continued to be stated as an Ameri-
can unilateral declaration; but the Act of
Havana reaffirmed it in multilateral terms.
To this degree, therefore, the Latin Amer-
ican nations were prepared to accept the
pledge of the United States that the
Monroe Doctrine was directed against
non-American Powers entirely.

RecirrocAL TRADE AGREEMENTS. The
Reciprocal Trade Agreements Act of 1934
gave the President power to conclude
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with other countries conventions under
which tariff rates could be reduced as
much as 50 percent — all this without the
need for calling upon Congress to ap-
prove. There was only one safeguard in-
cluded in the act: no item was to be
added to or taken from the free list.
Under the law, the State Department was
to draw up the agreements, being assisted
in these activities by a series of inter-
departmental committees headed by ex-
perts. Public hearings were to be held,
in order to afford proper protection for
the interests of American business groups.
The most-favored nation idea was also
provided for, so that concessions granted
to one country would apply to ~ll coun-
tries that did not discriminate against us.
Thus the benefits of revision downward
would spread out in widening circles,
including not only those nations which
signed agreements with us but also
those nations with whom signatories of
the American acts were writing new
agreements.

By 1937, when the act was renewed for
another three years, agreements had al-
ready been written with fourteen coun-
tries. These covered more than a third
of our total foreign trade, and they had
the effect of increasing foreign trade with
the signatory nations more than 40 per-
cent. America’s tariff wall was still high;
but, at least, we were showing good faith
in our desire to break down barriers to
free exchanges the world over. Congress
continued to renew the Trade Agreements
Act in the 19305 and 1940s.

Tre.NevtrauiTy Acts. Despite these
manifestations of an interest in the world
outside our shores, the prevailing Ameri-
can temper was isolationist. Nothing
demonstrated this better than the Neu-
trality Acts of 1935, 1936, and 1937. As
& result of the investigations of the Senate
Munitions Committee, headed by Gerald

P. Nye of North Dakota, Congress and a

good part of the American people had
become convinced that the munition
makers had {n very considerable measure
been responsible for the entrance of the
United States into World War I To
prevent our involvement in new inter-
national conflicts, therefore, Congress
passed the first of its Neutrality Laws in
August, 1935, This provided that upon
the outbreak of war, an embargo was
to be imposed by the President upon the
export of implements of war; also, at his
discretion, he might prohibit Americans
from traveling on the ships of belligerent
nations except at their own risk. The act
was to be in force until February, 1936.

The second Neutrality Act — the joint
resolution of February, 1936, which was
to apply until May, 1937 — further cut
down the area of presidential discretion-
ary action. In 1935, Italy bad invaded
Ethiopia, and Americans saw the League
of Nations struggling ineffectively against
this act of aggression, They were sure,
therefore, they were on the right course;
we must not be drawn into the troubles
of Europe at any price. The second act,
therefore, preserved the mandatory em-
bargo on implements of war and per-
mitted the President to extend it to
other exports. Belligerent powers were
to be denied the right to raise funds in
American money markets.

Between the second and the third
neutrality acts, civil war broke out in
Spain; Italy, Germany, and Russia inter-
vened; and the Berlin-Rome Axis was
established. There was no doubt that an
international conflict was impending, In
such a climate, with the isolationists still
in the saddle, the third Neutrality Act —
the joint resolution of May 1, 1937 —was
drawn up. Unlike its predecessors, this
was to be a permanent commitment. It
continued the mandatory embargo on
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arms, munitions, and implements of war
and the prohibition on credits to belliger-
ents, It denied Americans the right to
travel on ships of belligerents under any
circumstances. It refused to allow Ameri-
can merchant ships to arm. And, for two
years, all goods destined for nations at
war were to come under the “cash and
carry” provision: they were to be carried
away in non-American ships and they
were to be paid for before they left the
country. .

THE QUARANTINE AppREss, Up to this
time, Roosevelt’s own attitude toward the
disorders beginning to appear throughout
the world remained unclear. So, in Janu-
ary, 1936, he was prepared to accept all
the terms of the first Neutrality Act.
Again, to the chagrin of many American
liberals, it was the President himself who
asked Congress in January, 1937, to im-
pose an arms embargo on Spain — and
this despite the fact that the duly consti-
tuted Loyalist government was being
fought by insurgents openly supported
by Italy and Germany. Further, in order
to apply the arms embargo to the Italo-
Ethiopian conflict, the President had de-
clared a state of war in existence before
diplomatic relations between the two
countries had even been suspended. And
on the other hand, he had refused to
recognize a state of war in China, even
after Japanese aggression had become
unmasked, as early as 1931.

By 1936, it was apparent that Japan
was ready to cut herself free from all
international commitments. In January
of that year, the Japanese delegation
quit the naval conference in London be-
cause the other Pawers would not grant
Japan parity; this meant the denunciation
of the London Naval Treaty of 1830 and
the resumption of capital ship construc-
tion. And in November, Japan signed
the Anti-Comintern Pact: it had taken
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its stand beside the other two aggressors,
Germany and Italy.

In July, 1937, the Japanese launched
their full-scale offensive against the Chi-
nese, when the Marco Polo Bridge inci-
dent opened hostilities. Before the year
was over, without the formal declaration
of war, Japan had extended its military
operations over a good part of northern
and central China. The Japanese poured
armies into that unhappy country and
engaged in atrocities against civilian
populations.

One such was the general aerial bomb-
ing of the populous city of Nanking. It
was after this attack that President Roose-
velt came to understand that America no
longer could remain an onlooker as the
fames of war crept over the world. In
Chicago on October 5, he delivered his
famous Quarantine Address in which he
called the attention of the American
people to the fact that Japanese, German,
and Italian aggression was imperilling
our safety. And he issued this portentous
warning to his fellow countrymen:

Let no one imagine that America will escape,
that America may expect mercy, that this
Western Hemisphere will not be attacked
and that it will continue tranquilly and
peacefully to carry on the ethics and the arts
of civilization, . . . If we are to have a world
in which we can breathe freely and live in
amity without fear, the peace-loving natians
must make a concerted effort to uphold laws
and principles on which peace can rest
secure. . . .

President Roosevelt declared boldly,
therefore, that he would quarantine ag-
gressors. From that day to the attack on
Pear] Harbor, the administration left no
stone unturned to prepare the United
States against future eventualities.
PreparEoNESs. In January, 1938, the
President called Congress’ attention to
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the fact that other nations were rearming;
and he asked for new naval construction.
Congress quickly complied and passed
the administration measure much as the
naval experts had drawn it up. The Naval
Act of 1938 authorized the expenditure
of more than a billion dollars on new
capital ships, airplane carriers, and
cruisers; the United States was beginning
to move toward the development of
that two-ocean navy which alone could
defend the two seas on which it faced.

Meanwhile, relations with Japan were
steadily deteriorating. In December,
1937, Japanese aircraft bombed and de-
stroyed the American gunboat Panay on
the Yangtsze River. It is true that the
Japanese made immediate apologies and
offered indemnification; but the State
Department refused to assume that this
was to be the last of the unfriendly acts
of the Japanese toward the United States,

Checking Japanese aggression was not
an easy matter, however. And America’s
position was becoming increasingly diffi-
cult as the European Powers themselves
found no formulas to preserve peace. In
September, 1938, England and France
abandoned Czechoslovakia to its fate
when they surrendered the Sudetenland
to Hitler at Munich. In March, 1939,
Hitler marched into Czechoslovakia with
none to gainsay him; in the same month
he took Memel. In April, Mussolini
seized Albania. France and England
knew that Poland was to be the next
victim, and they declared unequivocally
that they would fight if Hitler moved
eastward. But Hitler was wiser than they
assumed; he was not ready —yet—to
wage a two-front war. He proceeded to
assure his safety on the east by the
German-Soviet Pact of August 22, 1939.
On September 1, the German armies
were in Poland and World War II had

commenced.

2

Poland quickly fell while the French
army sat behind the safety —so it be-
lieved — of the Maginot Line. And then,
after they had exploited fully the psycho-
logical effects of the so-called “phony
war” in the west, the German armies
swung across the Rhine into the Low
Countries and France. France, unpre-
pared and badly led, fell in June, 1940.
Only England stood out against the
successful German Wehrmacht. And
in September, 1940, Japan, Germany,
and Italy signed the Tripartite Pact,
which bound them together in a military
alliance.

Only now did America begin to put its
house in order. The navy was granted fur-
ther appropriations; the President was
given the right to call out the National
Guard; in September, the Selective Serv-
ice Act was passed. To protect us from
surprise attacks — and to help England —
in the same month we released fifty over-
age destroyers to the British navy in
exchange for long-term leases in British
possessions in the Western Hemisphere
where we could build air and naval bases.
Qur vigilance toward the Japanese also
was commendable. In July, 1940 —to
check the flow of vital war materials east-
ward — the Export Control Act gave the
President power to curtail or prohibit the
movement of such goods. Licenses were
refused for the export of aviation gasoline
and most types of machine tools. In
October, the export of iron and steel scrap
to Japan was embargoed.

Then, we committed ourselves. For,
in March, 1841, Congress passed the
Lend-Lease Act — and we were launched,
as Roosevelt said, upon a “palicy of un-
qualified, immediate, all-out aid for Brit-
ain, Greece, China, and for all the
governments in exile whose homelands
are temporarily occupied by the aggres-
sors.” An undeclared naval war broke out
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in the Atlantic; but Japan and not Hitler
struck first.

Peart Hamrsor. On June 22, 1941,
without warning, Germany attacked Rus-
sia; and at the same time Japanese pre-
tensions toward the whole of southeastern
Asia were revealed. It was evident to
America that Japan was preparing for a
large-scale offensive that threatened not
only French Indo-China (which indeed
it had already occupied), but also Ma-
laya, Burma, and the Netherlands Indies.
We warned the Japanese against such
moves; and for a time they temporized.
They sent a new ambassador, Admiral
Nomura, to Washington and he and Sec-
retary Hull carried on discussions during
the greater part of 1941. In November,
Nomura was joined by a special emissary,
Saburo Kurusu; there were further con-
versations, with Roosevelt and Hull both
participating in them —but no agree-
ments were reached. Meanwhile General
Tojo, an open warmonger, had become
the Japanese prime minister; and it was
plain to American Ambassador Grew at
Tokyo that Japan meant to fight. Wash-
ington was warned accordingly, and
members of the administration, in public

addresses, began to prepare the American
people for hostilities.

The attack came from an unexpected
quarter, Early Sunday morning, Decem-
ber 7, the Japanese struck at Pearl Harbor
from the air, The next day, President
Roosevelt appeared before Congress and
asked for the declaration of a state of
war. Congress complied at once, there
being but one dissenting vote. Three days
later, Germany and Italy declared war
on the United States.

The United States was in World War
II. It was committed to the destruction
of the Axis Powers and to the termination
of the threat of aggression everywhere.
After more than twenty years, America
had returned to take its place in that “one
world” which it had mistakenly assumed
it could disregard. American prosperity
and security were linked with welfare
and peace everywhere on the face of the
earth. To this point the Third American
Revolution had brought the American
people, some three and one-half centuries
after Elizabethan England had begun to
dream of establishing settlements on the
North American mainland.



Henry Steele Commager:

TWELVE YEARS OF ROOSEVELT

OW that the bitter controversies
over New Deal policies have been
drowned out by the clamor of war, it is
possible to evaluate those policies in some
historical perspective. And now that the
outcome of this war which is to determine
the future of democracy and of America’s
réle in world affairs, is certain, it is pos-
sible to interpret something of the signifi-
cance of the foreign policy, or program,
of the Roosevelt administrations. Those
policies, domestic and foreign, have been
four times decisively endorsed by large
popular majorities: so fully have the
been translated into accomplished and
irrevocable facts that controversy about
them is almost irrelevant. It should be
possible to fix, if not with finality, at least
with some degree of accuracy, the place
occupied by Roosevelt in American
history.

That this place still seems clouded by
controversy and bitterness cannot be
denied. Yet this, too, is part of the pic-
ture and has its own significance. The
Washington, the Jefferson, the Jackson,
the Lincoln, the Wilson administrations,
too, were characterized by controversy
and bitterness; it is only the administra-
tions of mediocre men like Monroe,
Arthur, Harrison, that are memorable for
placidity. The explanation of the contro-
versy and especially of the bitterness is,
however, less rational. It is a two-fold
one: contemporaries tended to see in/

both the domestic and foreign policies of
Raosevelt an abrupt and even revolution-
ary break with the past; they tended to
personalize those policies, to regard them
as largely an expression of Roosevelt's
character, to focus all their attention —
both their devotion and their hatred — on
the man in the White House rather than
on the groundswell of opinion to which
he gave expression.

We can see now that the “Roosevelt
revolution” was no revolution, but rather
the culmination of half a century of his-
torical development, and that Roosevelt
himself, though indubitably a leader, was
an instrument of the popular will rather
than a creator of, or a dictator to, that
will. Indeed, the two major issues of the
Roosevelt administration — the domestic
issue of the extension of government con-
trol for democratic purposes, and the in-
ternational issue of the réle of America as
a world power — emerged in the 1890s,
and a Jonger perspective will see the half-
century from the 1880's to the present as
an historical unit, The roots of the New
Deal, the origins of our participation in
this war, go deep down into our past, and
neither development is comprehensible
except in terms of that past.

What was really but a new deal of the
old cards looked, to startled and dis-
mayed contemporaries, like a revolution
for two reasons: because it was carried
through with such breathless rapidity;

From the American Mercury, 60 (April, 1945), 391401, by permission of the publisher.
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and because in spirit at least it contrasted
5o sharply with what immediately pre-
ceded. But had the comparison been
made not with the Coolidge-Hoover era,
but with the Wilson, the Theodore Roose-
velt, even the Bryan era the contrast
would have been less striking than the
similarities. Actually, precedent for the
major part of New Deal legislation was to
be found in these carlier periods. Regula-
tion of railroads and of business dated
back to the Interstate Commerce Act of
1887 and the Sherman Act of 1890, and
was continuous from that time forward.
The farm relief program of the Populists,
and of Wilson, anticipated much that the
Roosevelt administrations enacted. The
beginnings of conservation can be traced
to the Carey Act of 1894 and the Reclama-
tion Act of 1902, and the first Roosevelt
did as much as the second to dramatize —
though less to solve —the program of
conserving natural resources,

Power regulation began with the Water
Power Act of 1920; supervision over se-
curities exchanges with grain and com-
modities exchange acts of the Harding
and Coolidge administrations; while reg-
ulation of money is as old as the Union,

and the fight which Bryan and Wilson
waged against the “Money Power” and{
Wall Street was more bitter than any
thing that came during the New Deal
The policy of reciprocity can be traced
to the Republicans, Blaine and McKinley.
Labor legislation had its beginnings in
such states as Massachusetts and New
York over half a century ago, while much
of the program of social security was
worked out in Wisconsin and other states
during the second and the third decades
of the new century.

There is nothing remarkable about this,
nor does it detract in any way from
the significance of President Roosevelt’s
achievements and contributions. The
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pendulum of American history swings
gently from right to left, but there are
no sharp breaks in the thythm of our
historical development; and it is to the
credit of Roosevelt that he worked within
the framework of American history and
tradition,
2

What, then, are the major achieve-
ments, the lasting contributions, of the
first three Roosevelt administrations?
First, perhaps, comes the restoration of
self-confidence, the revivification of the
national spirit, the reassertion of faith in
democracy. It js irrelevant to argue
whether these things were achieved by
Roosevelt, or whether they came, rather,
as a result of extraneous forces — as need-
less as to argue whether Jackson really
was concerned with the rise of the com-
mon man, or Lincoln with abolition, or
the first Roosevelt with reform. These
things are irrevocably associated with
their administrations, and it is safe to
prophesy that the revival of faith in de-
mocracy, after a long decade of material-
ism and cynicism, will be associated with
Franklin Roosevelt.

More, a strong case can be made out
for the propriety of that association. “The
only thing we need to fear,” said Mr.
Roosevelt on assuming the Presidency,
“is fear itself. . . . We face the arduous
days that lie before us in the warm cour-
age of national unity; with the clear
consciousness of seeking old and precious
moral values; with the clean satisfaction
that comes from the stern performance of
duty.” And during twelve years of office,
Mr. Roosevelt did not abate his confi-
dence in “the future of essential democ-
racy” or in the capacity of the American
people to rise to any challenge, to meet
any crisis, domestic or foreign. Those who
lived through the electric spring of 1933
will remember the change from depres-
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sion and discouragement to excitement
and hope; those able to compare the last

/decade with previous decades will agree
that interest in public affairs has rarely
been as widespread, as alert, or as
responsive.

All this may be in the realm of the
intangible, If we look to more tangible
things, what does the record show? Of
primary importance has been the physi-
cal rehabilitation of the country. Not-
withstanding the splendid achievements
of the Theodore Roosevelt administra-
tions, it became clear, during the twenties
and thirties, that the natural resources
of the country —its soil, forests, water
power — were being destroyed at a dan-
gerous rate, The development of the Dust
Bowl, and the migration of the Oakies to
the Promised Land of California, the
tragic floods on the Mississippi and the
Ohio, dramatized to the American people
the urgency of this problem.

Roosevelt tackled it with energy and
boldness. The Civilian Conservation
Corps enlisted almost three million young
men who planted seventeen million acres
in new forests, built over six million
check dams te halt soil erosion, fought
forest fires and plant and animal diseases.
To check erosion the government or-
ganized a co-operative program which
enlisted the help of over one-fourth the
farmers of the country and embraced
270 millien acres of land, provided for
the construction of a series of huge dams
and reservoirs, and planned the creation
of a hundred-mile-wide shelter belt of
trees on the high plains. The Resettle-
ment Administration moved farmers off
marginal lands and undertook to restore
these to usefulness. More important than
all this, was the TVA, a gigantic labora-
tory for regional reconstruction. Though
much of this program owes its inspiration
to the past, the contrast between the New
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Deal and what immediately preceded it
cannot be better illustrated than by
reference to Hoover’s characterization
of the Muscle Shoals bill of 1831 as not
“liberalism” but “degeneration.”

Equally important has been the New
Deal achievement in the realm of human
rehabilitation. Coming into office at a
time when unemployment had reached
perhaps fourteen million, and when pri-
vate panaceas had ostentatiously failed,
it was perhaps inevitable that Roosevelt
should have sponsored a broad program
of government aid. More important than
bare relief, was the acceptance of the
principle of the responsibility of the state
for the welfare and security of its people
—for employment, health and general
welfare,

That this principle was aggressively
and bitterly opposed now seems hard to
believe: its establishment must stand as
one of the cardinal achievements of the
New Deal. Beginning with emergency
legislation for relief, the Roosevelt pro-
gram in the end embraced the whole field
of social security — unemployment assist-
ance, old age pensions, aid to women and
children, and public health. Nor did it
stop with formal “social secuity” legisla-
tion. It entered the domains of agri-
culture and labor, embraced elaborate
programs of rural rehabilitation, the
establishment of maximum hours and
minimum wages, the prohibition of child
labor, housing reform, and, eventually,
enlarged aid to education. Under the
New Deal the noble term “common-
wealth” was given a more realistic mean-
ing than ever before in our history.

That to Roosevelt the p ﬁop—vﬁﬁ
democracy was closely associated
this program for social and economic
security is inescapably clear, He had
learned well the moral of recent eontmen
tal European history: that given a
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- between liberty and bread, men are
sorely tempted to choose bread, The task
of democracy, as he conceived it, was to
assure both. In a fireside chat of 1938 he
said:

Democracy has disappeared in several other
great nations, not because the people of
those nations disliked democracy, but be-
cause they had grown tired of unemploy-
ment and insecurity, of seeing their children
hungry while they sat helpless in the face
of government confusion and government
weakness through lack of leadership in gov-
ernment. Finally, in desperation, they chose
to sacrifice liberty in the hope of getting
something to eat. We in America know that
our democratic institutions can be preserved
and made to work. But in order to preserve
them we need . . . to prove that the practical
operation of democratic government is equal
to the task of protecting the security of the
people. . . . The people of America are in
agreement in defending their liberties at any
cost, and the first line of that defense lies in
the protection of economic security.

3

In the political realm the achievements
of the New Deal were equally notable.
First we must note the steady trend to-
wards the strengthening of government
and the expansion of government activi-
ties — whether for weal or for woe only
the future can tell. As yet no better
method of dealing with the crowding
problems of modern economy and society
has revealed itself, and it can be said that
though government today has, quantita-
tively, far greater responsibilities than it
had a generation or even a decade ago,
it has, qualitatively, no greater power.
For our Constitutional system is intact,
and all power still resides in the people
and their representatives in Congress,
who can at any moment deprive their
government of any power.

But we seem to have solved, in this
country, the ancient problem of the rec-
onciliation of liberty and order; we seem
to have overcome our traditional distrust
of the state and come to a realization that
a strong state could be used to benefit
and advance the commonwealth, That is
by no means a New Deal achievement,
but it is a development which has gained
much from the experience of the Ameri-
can people with their government during
the Roosevelt administrations.

It has meant, of course, a marked ac-
celeration of the tendency towards Fed-
eral centralization. This tendency had
been under way for a long time before
Roosevelt came to office: a century ago
Iiberals were deploring the decline of the
states and the growth of the power of the
national government. That under the im-
pact first of depression and then of war
it has proceeded at a rapid rate since
1933 cannot be denied. It is apparent in
the administrative field, with the growth
of bureaus and departments and civil
servants —and of the budget! It is ap-
parent in the legislative field, with the
striking extension of Federal authority
into the fields of labor, agriculture, bank-
ing, health, education and the arts. It is
apparent in the executive fleld with the
immense increase in the power of the
President. And it has been ratified by
the judiciary with the acceptance and
application of a broad construction of the
Constitution,

Yet it cannot be said that this Federal
centralization has weakened the states or
local communities. What we are witness-
ing is a general increase in governmental
activities —an increase in, which the
states share —witness any state budget
at present. And it can be argued, too, that
political centralization strengthens rather
than weakens local government and the
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health of local communities, For if we
look below forms to realities we can see
that during the last decade Federal aid to
farmers, to home-owners, to labor, Fed-
eral assistance in road-building, educa-
tion and public health, has actually
restored many communities to financial
and economic health. It is by no means
certain that community sentiment is
weaker today than it was a generation
ago.

gAlong with Federal centralization has
gone a great increase in the power of the
executive. The charge that Roosevelt has
been a dictator can be dismissed, along
with those hoary charges that Jefferson,
Jackson, Lincoln, Theodore Roosevelt,
and Wilson were dictators, American
politics simply doesn't run to dictators.
But Roosevelt has been a “strong” execu-
tive —as every great democratic Presi-
dent has been a strong executive, There
is little doubt that the growing complex-
ity of government plays into the hands
of the executive; there is little doubt that
Roosevelt accepted this situation cheer-
fully. Today Roosevelt exercises powers
far vaster than those contemplated by the
Fathers of the Constitution, as vast, in-
deed, as those exercised by the head of
any democratic state in the world. Yet
it cannot fairly be asserted that any of
these powers has been exercised arbi-
trarily, or that the liberties of Americans
are not so safe today as at any other time.

Two other political developments un-
der the New Deal should be noted. The
first is the revitalization of political par-
ties; the second the return of the Supreme
Court to the great tradition of Marshall,
Story, Miller and Holmes. Four observa-
tions about political parties during the
last decade are in order. First, the danger
that our parties might come to represent
a particular class or section or interest
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was avoided: both major parties retained
—after the election of 1936 ~a broad
national basis. Second, minor parties all
but disappeared: in the elections of 1940
and 1944 the minor parties cast less than
1 per cent of the total vote ~ the first time
this happened since 1872. Third, legisla-
tion such as the Hatch Act diminished
the possibility that any party might come
to be controlled by powerful vested in-
terests or by patronage. And finally, with
the organization of the PAC in the cam-
paign of 1944, labor for the first time in
our history became an important factor
in elections; and labor chose to work
within the framework of existing parties
rather than, as elsewhere, to organize its
own party.

The New Deal, as far as can be fore-
seen, is here to stay: there seems no likeli-
hood of a reversal of any of the major
developments in politics in the last twelve
years. This was recognized by the Repub-
licans in 1940 and again in 1944, for both
platforms endorsed all the essentials of
the New Deal and confined criticism to
details and administration. How far the
reforms and experiments of the Roosevelt
era will be carried is a hazardous ques-
tion. That the program of conservation
will be continued and enlarged seems
obvious. A recent Congress, to be sure,
cavalierly ended the life of the National
Resources Planning Board, but the pres-
ent Congress seems disposed to under-
take a Missouri Valley development
along the lines of the TVA, and doubtless
other “little TVA’S” are ahead. Social
security, too, will be maintained and pos-
sibly enlarged: whether it will come to
embrace socialized medicine or a broad
rehousing program is more dubious,

There may be a reaction against some
of the labor legislation of the New Deal,
but labor’s newly discovered political
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power would seem to make that unlikely.
It is improbable that there will be any
relaxation of governmental peacetime
controls over business, banking, securi-
ties, power, though here a change in taxa-
tion policies may do much to stimulate
private enterprise and create an appear-
ance of a shift away from New Deal
practices. Federal centralization, which
has been under way so long, is doubtless
here to stay; planning, imperatively re-
quired by war, will in all probability wear
off its faintly pink tinge, and flourish as
a peacetime technique. And, finally, it
seems probable that the restoration of
the dignity of politics and statecraft,
which came with 1933, will survive.

Today it is foreign affairs rather than
domestic policy that commands our most
agitated attention. Here, too, the large
outlines of the Roosevelt achievements
are clear, though the details are blurred
and the future projection uncertain.

4

The problem of America’s réle in world
affairs has been with us in one form or
another since Colonial days. Then, we are
sometimes inclined to forget, we were
heavily involved in the affairs of the
Western world —but as victims, one
might say, rather than as independent
participants. Qur War for Independence
was a world war; our War of 1812 was
part of another world war. Between
1815 and the 1890's we achieved, or
fancied that we achieved, some degree of
isolation, but for two out of three cen-
turies of our history we have been inex-
tricably entangled in world affairs. In the
1890’s we aggressively assumed a position
as a world power, and the roots of our
present involvement trace back to that
decade. It is unnecessary to rehearse the
details of that emergence as a world
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power: the Spanish War, the acquisition
of Hawaii and of the Philippines, the
Open Door policy, the reassertion of the
Monroe Doctrine and the addition of
corollaries, the construction of a powerful
navy, indirect participation in the Al-
geciras Conference and intervention to
end the Russo-Japanese War., All these
and other indications dramatized the fact
that the United States was a world power,
with world-wide interests.

Since that time isolation has been a
delusion. How futile that delusion was,
was revealed by our participation in the
first World War; how profound and wide-
spread it was, was confessed in the re-
treat of the twenties — the refusal to join
the League or the World Court, the
withdrawal from the Far East, the ges-
tures towards economic self-sufficiency,
the adolescent disillusionment with the
world.

Reflected on the background of a half-
century of experience, Roosevelt’s under-
standing of the responsibility of America
as a world power seems logical and
obvious; contrasted with the half-baked
and half-witted isolationism of the twen-
ties it becomes not only creditable but
impressive. The international problems of
the thirties were at once more complex
and more urgent than those of any
previous decade.

Future generations may indeed wonder
that Americans of the thirties could have
been paralyzed by hesitation and doubt,
and may find in the neutrality legislation
of 193537 one of the most intriguing
enigmas of history; the historian can but
record that opinion was divided, that the
majority seemed to approve of this legis-
lation, and that this majority inchuded its
share of the intelligent and the sincere,

We know now that from the time
Japan struck in Manchuria and Hitler
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entered the Rhineland the issue con-
fronting the United States was one of
ultimate survival. It is to the credit of
President Roosevelt that he sensed this
from the beginning, that his record of
hostility to what Hitler represented is
clear and consistent, and that from 1937
on he sought ceaselessly to rally Ameri-
can opinion against totalitarianism and
to prepare America for the test that
finally came.

Campaign orators have lamented that
he was not more outspoken than he was,
that he did not take more aggressive
steps, make more energetic preparations.
These eritics conveniently forgot that
Roosevelt was consistently ahead of pub-
lic opinion — witness the reaction to the
Quarantine speech of 1937 — and that in
a democracy public opinion is the ulti-
mate tribunal to which even a President
must bow, And those who think that
America was inexcusably unready for
war in December 1941 should compare
our readiness then with our pitiful state
of unreadiness in April 1917 —after
almost three years of warning,

5

Roosevelt’s foreign policy has, indeed,
over a period of twelve years, a remark-
able consistency —a consistency some-
times concealed from us by specific and
minor aberrations, From the beginning
he worked within the framework of the
American system and respected the limi-
tations of American politics, He did
not attempt to reopen the issue of the
League; he conceded defeat on the
issue of the World Court; he accepted —
though as we now know reluctantly —
neutrality, legislation. With reference to
the European and Pacific problem he did
what he could. He kept the record
straight, insisted upon the validity of the

principles involved, educated the Ameri-
can people to the underlying issues, set
our domestic house in order, and pushed
forward a naval building program. When
the test came, there was much still to be
done; there was nothing to retract.

From 1939 on, both the material and
the moral achievements were of inestim-
able importance. On the material side
the achievement was spectacular, There
was the destroyer-bases deal which at
once strengthened Britain in her heroic
struggle against the Nazis and America
in her self-defense. There was the Lend-
Lease program which made America a
veritable arsenal of democracy and which
may eventually be regarded as the deci-
sive turning point of the war. There was
the acquisition of hases in Greenland and
Iceland, and the “shoot on sight” order
against German U-boats, There was the
first peacetime conscription — the con-
tinuation of which was saved by a single
vote in the lower House. There was the
development of a vast and marvelously
organized program of industrial mobiliza-
tion ~ shipbuilding, munitions manufac-
ture, airplane production. Without all
this, it is safe to say the war would have
been Jost.

The moral achievement will probably
be better appreciated by future genera-
tions than by our own. Like Wilson,
Roosevelt put the issues at once upon a
moral plane, and kept them there: with-
out Wilson’s eloquence, Roosevelt had
fundamentally the same philosophy —a
philosophy fundamentally religious and
moral. If the Atlantic Charter seems
tarnished at the moment, we must re-
member that the Fourteen Points, too,
came to seem tarnished. The tarnish rubs
off. Roosevelt made clear, from the be-
ginning, that this was more than a war
for self-defense, a task which the Ger-
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mans and Japanese made relatively easy
for him. In a war message reminiscent
of Wilson’s he declared that

the true goal we seek is far above and beyond
the ugly field of battle. When we resort to
force, as now we must, we are determined
that this force shall be directed toward ulti-
mate good as well as against immediate evil,
We Americans are not destroyers — we are
builders. . . . And in the dark hours of this
day —and through dark days that may be
yet to come —we will know that the vast
majority of the members of the human race
are on our side. Many of them are fighting
with us. All of them are praying for us.
For, in representing our case, we represent
theirs as well — our hope and their hope for
liberty under God.

When war finally came, the nation was
united — united as it had never been for
any previous war. That the war has been
fought with effectiveness and efficiency
cannot be doubted: compared with any
previous war in which our unmilitary
people have been involved, compared
even with World War I, this has been
a very miracle of efficiency. The de-
tails need not detain us; the results are
sufficient.

Yet one more observation needs to be
made with respect to Roosevelt’s foreign
policy, and that has to do with his com-
prehension of the problems of the future.
Like Wilson, Roosevelt has envisioned a
postwar international organization em-
powered to maintain peace. He has, so
far, managed to avoid most of the errors
which helped defeat Wilson's plans, In-
stead of keeping aloof from our Allies, he
has associated with them, thus laying the
groundwork now for a group of united
nations. Instead of postponing the prac-
tical details of international co-operation,
he has sponsored a series of conferences
~relief, currency, aviation, Dumbarton
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Oaks — looking to the creation, now, of
machinery competent to the selution of
the most pressing problems. Instead
of regarding Russia as a menace or a
broken reed, he has actively and enthusi-
astically co-operated with her, Instead
of antagonizing the Senate, he has taken
the Senate and the American people into
his confidence. Many problems still con-
front us and plague us, but that the out-
look for an effective international order
is more auspicious now than at any
previous time in our history can scarcely
be denied.
6

And what, finally, of Roosevelt him-
self? It may seem too early to fix his posi-
tion in our history, yet that position is
reasonably clear, He takes his place in
the great tradition of American liberal-
ism, along with Jefferson, Jackson, Lin-
coln, Theodore Roosevelt and Wilson.
Coming to office at a time when the
very foundations of the republic seemed
threatened and when men were begin-
ning to despair of the ability of a con-
stitutional democracy to meet a crisis, he
restored confidence and proved that de-
mocracy could act as effectively in crisis
as could totalitarian governments. A
liberal, he put government clearly at the
service of the people; a conservative, he
pushed through reforms designed to
strengthen the natural and human re-
sources of the nation, restore agriculture
and business to its former prosperity, and
save capitalism, He saw that problems of
government were primarily political, not
economic; that politics should control
economy —not economy, politics; and
that politics was an art as well as a sci-
ence. He repudiated isolatienism, de-
manded for America once more her
proper station and responsibility in world
affairs, and, after unifying the American
people on the major issues of aid to the
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democracies and war, furnished a war
leadership bold, energetic and successful,

In all this Roosevelt was an opportunist
—~but an opportunist with a philosophy.
He was the same kind of opportunist that
Jefferson —that earlier “traitor to his
class” —had been. The close view of
Roosevelt has discovered numerous in-
consistencies. But i we look back over
Roosevelt’s long career in politics — be-
ginning with his fight on the Tammany
machine in 1910 — we can see that amidst
the burly-burly of politics he has been
unfalteringly consistent in his fundamen-
tal social and political philosophy. He
has sought ends, and cheerfully adopted
the “quarterback” technique with respect
to means. And as the bitterness of par-
ticular controversies dies away, the larger
outlines of his achievements during the
past twelve years emerge with striking
clarity. We can see that the promises of
the New Deal platform of 1932 were
carried out, more fully perhaps than those

of any party platform since that of Polk
a century ago. We can see that the
promises of the inaugural address were
fulfilled. We can see that the democratic
philosaphy which Roosevelt asserted was
applied and implemented. Under his
leadership the American people with-
stood the buffetings of depression and the
fearful trial of war, and emerged strong
and respected, refreshed in their faith in
democracy and in the ultimate triumph
of justice in human affairs.

“The only sure bulwark of continning
liberty,” Roosevelt said, “is a government
strong enough to protect the interests of
the people, and a people strong enough
and well enough informed to maintain
its sovereign control over its government.”

The Roosevelt administration proved
once more that it was possible for such a
government to exist and such a people to
flourish, and restored to the United States
its position as “the hope of the human
race.”
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THE PERMANENT NEW DEAL

T would be useful to know whether
the many experiments of the past six
years are merely a response to a passing
emergency or whether they signify last-
ing changes in the relation between
government and the economic order. A
satisfactory answer to this question
would not stop with a general conclu-
sion that this is a rapidly changing world.
The answer ought to carry conviction
only if it identifies an important new
function of government, defines it, and
demonstrates the reason why there is a
presumption of permanency. Burke has
said that “one of the finest problems in
legislation” is “to determine what the
state ought to take upon itself to direct
by the public wisdom, and what it ought
to leave, with as little interference as
possible, to individual exertion.” Our
inquiry is to find out, if we can, whether
it has already been determined by his-
torical circumstance that the state must
henceforth direct certain affairs which
hitherto have been left to private exertion.
It may be that we no longer have that
perfect freedom of choice which Burke’s
remark implies, that a fundamental deci-
sion has already been made, and that our
freedom to choose what ought to be the
province of government is limited by that
decision. Thus, for example, the question
of American independence was a real one
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before 1776; it was no longer an open
question after the surrender of Corn-
wallis. The issue of a federal government
as against a loose confederation was
decided when Washington was inaugu-
rated. The right of secession ceased to
be real after Appomattox. President
Wilson's plan of January, 1918, to create
a federal state out of the old Austro-
Hungarian empire passed into limbo
when the subject nationalities revolted
and declared their independence. After
each of these decisive events the real
issues were transformed. Must it be said
that in an analogous sense we have re-
cently passed decisively into a new rela-
tion between the government and the
national economy?

Obviously, a contemporary opinion of
this sort will be highly vulnerable. Not
all the seedlings will become trees; to
attempt to say which ones will flourish,
which ones will wither away, is to enter
a realm where certainty is impossible.
Yet the living generation can hardly de-
fer the attempt to understand its own
actions because posterity will understand
them better. Posterity will know —
whereas we can only predict. It will see
the consequences. We can only antici-
pate them. It will not be biased by our
interests and our ignorance and our
moods. We can only attempt to discount
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them. The disadvantages of foresight as
compared with hindsight are insuper-
able. Yet somehow or other we have to
find a method of analysis that will dis-
count our bias and provide a reasonably
objective criterion with which to distin-
guish the transitory from the permanent.

It has occurred to me that by a rather
extraordinary accident there has been
something like a controlled scientific
demonstration. Perhaps we can take ad-
vantage of it in this inquiry. The Great
Depression has run nearly six years,
During the first half of this period Mr.
Hoover and the Republicans were in
power; during the second half, Mr.
Roosevelt and the Democrats, They pro-
fess to be deeply opposed. Would it not
be reasonable to assume that where we
find a new principle and a new function
of government common to both Mr.
Hoover and Mr. Roosevelt, there is a
strong presumption that we are in the
presence of a change due to historical
forces that transcend individuals and
parties and their articulate programs? It
is not proof. But proof is not to be had.
It is merely a presumption. Is it not a
strong presumption? Is there any other
criterion available which is less likely to
be the rationalization of our individual
preferences? Is there any which more
effectively discounts partisan bias? Or
any which conforms more closely to ordi-
nary experience? When men who think
differently behave alike, is it not prob-
able that they are hoth responding to
forces that are stronger than their con-
scious beliefs?

Before we can begin to use this method
of analysis we have to deal with the
impression that the two Administrations
are so radically different that they have
nothing important in common. The parti-
sans of both have tried to fix this opinion
in the public mind. They would like us
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to believe that a new era began on March
4, 1933. They would have us believe that
Mr. Hoover was the faithful defender of
the established traditions and that Mr.
Roosevelt is the revolutionary pioneer of
a New Deal. Though it will outrage the
supporters of both men, I must argue
that this is not history but partisan myth-
ology: that though the two Presidents
have somewhat different sympathies and
allegiances, though they profess some-
what different purposes, though they
have somewhat different constituencies
to please, though they have resorted to
somewhat different devices, yet in their
fundamental conceptions of the functions
of governments they are much nearer to
each other than either is, let us say, to
Calvin Coolidge or to Grover Cleveland.

I shall have to contend that if there
has been anything in the nature of a
sharp break with the past, the break oc-
curred not in March, 1933, when Mr.
Roosevelt was inaugurated but in the
autumn of 1929 when, with the collapse
of the post-war prosperity, President
Hoover assumed the responsibility for
recovery. No doubt, it was inevitable
that he should have done this since he
had been elected on the promise of four
more years of prosperity. But that does
not alter the fact that the policy initiated
by President Hoover in the autumn of
1929 was something utterly unprece-
dented in American history. The national
government undertook to make the
whole economic order operate prosper-
ously. In the language of Burke the
state attempted to direct by the public
wisdom a recovery in the business cycle
which had hitherto been left with as
little interference as possible to individ-
ual exertion. President Hoover, let us
remember, did not merely seek to create
an atmosphere of confidence in which
private initiative could act; he intervened
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at every point in the national economy
where he felt that something needed to
be done.

For that reason, it may be said, I be-
lieve, that his historic position as a radi-
cal innovator has been greatly underesti-
mated and that Mr. Roosevelt’s pioneer-
ing has been greatly exaggerated. It was
Mr. Hoover who abandoned the princi-
ples of laissez faire in relation to the busi-
ness cycle, established the conviction that
prosperity and depression can be pub-
licly controlled by political action, and
drove out of the public consciousness the
old idea that depressions must be over-
come by private adjustment.

Whether that was good or bad, neces-
sary or unnecessary, does not concern us
here. The point is that a radically new
conception of the functions of govern-
ment was established in the autumn of
1929, The subsequent course of events
becomes utterly unintelligible if we ac-
cept naively what the partisans of Mr.
Hoover and of Mr. Roosevelt say today.
Only those who have forgotten the in-
clusive and persistent experimentation
before March, 1933, can, I think, fail to
see that most of President Roosevelt’s
recovery program is an evolution from
President Hoover’s program; and that
there is a continuity of principle; and
that both programs are derived from the
unprecedented doctrine that the govern-
ment is charged with responsibility for
the successful operation of the economic
order and the maintenance of a satisfac-
tory standard of life for all classes in the
nation. After October, 1929, that doctrine
was the major premise of the Hoover
Administration. It is the major premise
of the Roosevelt Administration. Never,
except in time of war, has it been the
major premise in the policies of any other
President. Did Harding in 1921 or Cleve-
land in 1893 or Grant in 1873 suppose
that it was the President’s duty to tell
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farmers and business men and bankers,
debtors and creditors, employers and
employees, governors and mayors, what
to do in order to restore prosperity, or
that he had the right to draw upon all
the powers of government and all the
resources of the nation?

Yet that is precisely what President
Hoover, beginning in the autumn of
1929, took to be his duty and his right.
Not until his time had any American
President assumed this specific responsi-
bility with all the expansion of the func-
tions of government which it necessarily
implies. Yet when the change occurred,
there was almost no comment. Almost
no one raised his voice to challenge Mr.
Hoover on the ground of the individual-
istic tradition or of the accepted limita-
tions of the federal power. So we have
a strong presumption that the great
change was generated by historic circum-
stances that are stronger than the ordi-
nary opinions of men.

2

On August 11, 1932, in accepting his
renomination, President Hoover declared
that when “the forces of destruction” in-
vaded the American economy and
brought about “bank and business fail-
ures, demoralization of security and real
property values, commodity prices and
employment, . . . two courses were open.
We might have done nothing. That
would have been utter ruin. Instead, we
met the situation with proposals to pri-
vate business and the Congress of the
most gigantic program of economic de-
fense and counter-attack ever evolved in
the histary of the republic.”

Mr. Hoover made it perfectly plain
that he had departed from the individ
ualistic doctrine that depression must be
liquidated by individual adjustment.
“The function of the federal government
in these times,” he said, “is to use ifs
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reserve powers and its strength for the
protection of citizens and local govern-
ments by support to our institutions
against forces beyond their control.” He
was insistent that this defensive and
compensatory action by the government
should not destroy but should on the
contrary revive private and local enter-
prise and responsibility. But he had no
doubts, theoretical or practical, indeed
he proudly declared that “we have not
feared boldly to adopt unprecedented
measures to meet the unprecedented
violence of the storm.”

He then went on to describe his un-
precedented measures, He had called
the leaders of business and of labor and
of agriculture “to meet with me and in-
duced them, by their own initiative, to
Organize against panic:

“(1) To uphold wages until the cost
of living was adjusted.

“(2) To spread existing employment
through shortened hours.

“(8) To advance construction work,
public and private, against future need.”

He then described how he had mo-
bilized the relief agencies and “when it
became advisable to strengthen the
States who could not longer carry the
full burden of relief to distress, I held
that the federal government should do
so through loans to the States.” He said
that “in aid to unemployment we are
expending some six hundred millions in
federal construction and such public
works as can be justified as bringing early
and definite returns”; that in addition he
had made “provision of one billion five
hundred millions of loans to self-sup-
porting works so that we may increase
employment in productive labor.”

He went on to tell how he had used
government credit (1) to strengthen the
capital of Federal Land Banks, (2) to
lend money to farmers’ cooperatives to
protect farm prices and to homeowners
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in danger of foreclosure, (3) to set up
the Reconstruction Finance Corporation
“with a capital of two billions to uphold
the credit structure of the Nation.”

He stated that “we expanded the func-
tions and powers of the Federal Reserve
Banks that they might counteract the stu-
pendous shrinkage of credit due to fear,
to hoarding and to foreign withdrawals.”

He pointed out how, parallel with his
expansion of the extraordinary expendi-
tures of the government, he was seeking
to retrench on the normal expenditures
and to increase taxes to balance them.

Finally, he announced that “T am today
organizing the private and financial re-
sources of the country to codperate effec-
tively with the vast governmental instru-
mentalities which we have set in motion.”

When Mr. Hoover declared that “these
programs” were “unparalleled in the his-
tory of depressions in our country and in
any time,” he had perhaps overlooked a
few other countries, but his claim was
quite correct when confined to the
United States. His program was un-
paralleled. But what interests us about
it is that it lays down the fundamentally
new principle that it is “the function of
the federal government in these times to
use its reserve powers and its strength”
to regulate the business cycle, and that
in applying this general principle Mr.
Hoover formulated a program which
contains all the more specific principles
of Mr. Roosevelt's recovery program.

Let us fix in mind the working princi-
ples of Mr. Hoover’s recovery program:

(1) To counteract deflation by a deliber-
ate policy of inflating the base of credit.

(2) To draw upon the government credit
in order to supplement the deficiency of pri-
vate credit,

(3) To reduce the normal expenses of
government but to incur ex-
penditures covered not by taxation but by
deficit financing.
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(4) To expand public works in order to
create employment.

(5) To have the federal government as-
sume the ultimate responsibility for relief of
destitution where local or private resources
are inadequate,

(8) To reduce the hours of labor while
maintaining wage rates.

(7) To peg farm prices and encourage
farmers to organize to curtail praduction.

(8) To organize industry with a view to
adopting common policies in respect to
wages, hours, prices, and capital investment.

Apart from the Roosevelt measures of
reform, which we shall have to examine
later, all the main features of the Roose-
velt program were anticipated by Mr.
Hoover.

3

The only important difference between
the monetary policies of the two Admin-
istrations is that Mr. Hoover attempted
to regulate the internal value of the
dollar whereas Mr. Roosevelt is attempt-
ing to regulate its external value as well.
Mr, Hoover was just as eager as Mr.
Roosevelt has been to bring about a rise
in the wholesale prices of staple com-
modities, particularly the politically sen-
sitive farm products and raw materials
whose prices are fixed by international
competition. He was just as eager to
stop the general deflation and to bring
about a reflation. Nor did he hesitate to
use monetary measures, sometimes called
“currency tinkering.”

The measures he used consisted in
expanding the base of credit by open-
market operations in the Federal Reserve
system and in lowering the discount
rates. This was the policy of the Presi-
dent, of the Treasury, and of his ap-
pointees on the Federal Reserve Board
It was carried out in spite of some oppo-
sition from some of the Federal Reserve
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Banks, and though the government’s
right to regulate the volume of credit
was not formally avowed, as it is in
Governor Eccles’s banking bill, the
power was, in fact, exercised.

Mr. Roosevelt has continued this
policy. He has supplemented it by
measures designed to regulate the inter-
national value of the dollar in terms of
gold, silver, and the foreign exchanges.
But the major premise, which was that
the regulation of the purchasing power
of money is a function of government
and is not automatic, was accepted and
acted upon by the Hoover Administra-
tion. However great may be the differ-
ences of opinion as to how the purchas-
ing power of money should be regulated,
however much men may disagree as to
who shall exercise the power to regulate,
it would therefore seem reasonable to
assume that the effort to manage the
purchasing power of money will continue
to be a function of government.

Legally it has, of course, always been
a function of government, and ever since
the war we have had a managed mone-
tary system. Neither Mr. Hoover nor
Mr. Roosevelt invented a managed cur-
rency. Yet they have changed the con-
ception of what the object of manage-
ment should be. It had previously been
assumed, though not with entire con-
sistency, that the dominant purpose of
management should be to keep the cur-
rency stable in terms of gold. Mr. Hoover
did that though he wished at the same
time to regulate the currency in terms of
its purchasing power. When the value of
gold changed violently between 1929 and
19383, he was caught on the horns of a
dilemma. If he regulated the currency
to maintain a stable gold content he had
a currency which was catastrophically
unstable in its purchasing power. Mr.
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Raosevelt resolved the difficulty in 1933
by abandoning stability in terms of gold
in order to achieve conirol in terms of
purchasing power. But in 1934 he re-
turned to stability in terms of gold, and
ever since the American price level has
once more been under the disturbing in-
fluence of the instability of gold itself.
The effort to manage the value of gold
by manipulating the value of silver fol-
lowed. It is too early to judge the ex-
periment when this is written. Whether
it fails or succeeds, whether the outcome
is a new international gold standard, or
bimetallism, or a second abandonment
of the gold standard, is outside this dis-
cussion. The idea that it is a function of
public authority to regulate the purchas-
ing power of money is not likely to be
abandoned, whatever may be the fate of
the particular measures now used to
regulate it.

The use of the national credit to sup-
port and to supplement local and private
credit is not, strictly speaking, a radically
new innovation. It was practiced during
the World War and in the first post-war
depression. President Hoover adopted
the policy on a grand scale when he cre-
ated the Reconstruction Finance Corpo-
ration and various farm credit agencies.
Mr. Roosevelt has continued the policy
and has extended it. A substantial part
of the deficits incurred in both Adminis-
trations is due not to the expenses of
government but to this banking opera-
tion. Neither President has believed that
the money borrowed by the government
for this banking operation should be bal-
anced by taxes, Both have acted on the
principle that this banking operation
should be supported by deficit financ-
ing. It is reasonable to suppose that this
principle will become orthodox and that
in future emergencies government bor-
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rowing will be resorted to when private
credit is deficient.

The questionable element of the
Roosevelt budgetary program is in that
part of the deficit which is being delib-
erately incurred in irrecoverable expends-
tures — for relief and for public works
that are not ‘self-liquidating” M.
Hoover had deficits of this sort. But he
had a bad conscience about them,
whereas Mr. Roosevelt has seemed to
look upon them as preferable in princi-
ple to the deflationary effect of greatly
increased taxes or of drastic retrench-
ment. But while Mr. Hoover was not in
favor of deficits to finance public works,
he was, of course, an early and conspicu-
ous promoter of the idea that government
enterprises should be expanded when
private enterprises contract. He formu-
lated the principle during the depression
of 1921, acted upon it in 1830, and
pointed to it with pride in 1932. Mr.
Hoover believed in the principle of
“pump-priming.” In actual fact, he
financed his pump-priming with deficits
just as Mr. Roosevelt has done. In theory,
he would presumably have preferred to
finance them by taxes in order to keep
the budget in balance, and presumably
he would today prefer to give up the
pump-priming in order to balance the
budget.

In their relations to agriculture and to
industry there is no sharp break between
the two Administrations. Both bave rec-
ogniged that the agricultural staples have
unsheltered prices whereas most manu-
factured goods have sheltered prices, and
that this produces a disparity which it is
a function of government to correct, The
superior position of industry lies in the
fact that it can bepefit by the tariff, that
much of it is under a centralized contral
in which prices can be maintained by
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regulating the supply through curtailment
of production. The agricultural staples,
on the other hand, cannot without special
devices take advantage of tariffs, and the
farmers are the most highly individualis-
tic and competitive of all producers.
President Hoover made many attempts
to remedy this disparity. He increased
the tariff on farm products. He used
government money in an effort to con-
trol the supply offered in the markets.
He advised the farmers to curtail produc-
tion, and he contemplated the govern-
ment rental or purchase of marginal
lands in order permanently to reduce
production. The Roosevelt agricultural
policy has followed those same princi-
ples. It has used government money to
regulate the supply offered for sale. It
has supplemented Mr. Hoover's advice
to curtail production by levying a tax to
pay farmers who follow the advice, and
it is withdrawing marginal lands perma-
nently. Both Presidents recognized that
a satisfactory domestic solution of the
farm problem is very unlikely; both have
wanted to see a revival of foreign mar-
kets; neither was able or willing to ex-
pand agricultural exports by reducing the
tariff on industrial goods.

As regards their relztions to industry,
if we strip the N.R.A. of its ballyhoo, of
the more or less unenforceable and un-
enforced labor provisions, we find the
trade associations (which Mr. Hoover
did so much to promote as Secretary of
Commerce) freed of the menace of the
anti-trust laws (which Mr. Hoover as
President did so little to enforce). The
N.R.A. extended the principle of organi-
zation to industries and trades that had
not been organized previously. It tight-
ened up the organization all along the
line. It made price-fixing and production
control and marketing quotas more gen-
eral, more effective, more respectable.

But in embryo, in all its essential fea-
tures, the substance of N.R.A. existed
before the Blue Eagle was hatched. The
National Industry Recovery Act was little
more than the substitution of legal for
companionate marriages in the realm of
private monopoly.

Even the wage policy of N.R.A. was a
continuation of a policy inaugurated by
Mr. Hoover in the autumn of 1929 and
maintained by him throughout his term,
It consisted in the preservation of the
rate of wages regardless of the income
received by the wage-earner. Mr. Hoover
threw the whole weight of his influence
against reduction in the rate of wages,
as Mr. Roosevelt did in 1933 and until
very recent times, He believed what the
labor leaders believed, what the N.R.A.
economists believed, what Mr. Roosevelt
in his first year believed, that the pur-
chasing power of labor could be main-
tained by a high hourly rate. That the
high hourly rate in the face of falling
prices was a sure way to increase and
perpetuate unemployment was denied
in both Administrations, though I suspect
that neither Mr. Hoover nor Mr. Roose-
velt would deny it today.

In rough fashion, this covers the
ground usually marked out as the recov-
ery program. I do not see how one can
fail to conclude that in all essential mat-
ters of policy —dealing with monetary
management, the budget, the agricul-
tural disparity, and industrial “stabiliza-
tion” — there has been no break in prin-
ciple, and that the Roosevelt measures
are a continuous evolution of the Hoover
measures,

What about the reforms? In one sense
the most radical of all the réforms are
these very recovery measures themselves:
the acceptance by the government of re-
sponsibility for recovery, and the corol-
laries of that—the resort to monetary
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management, the use of government
credit, the expansion of government
enterprise, and the organization of agri-
culture and of industry under govern-
ment auspices for the control of produc-
tion and of supply in the markets. These
mark great changes in a political system
which until 1929 was committed to the
general doctrine of laissez faire.

The measures which are specifically
called the “reforms” are distinguished
from the others by the fact that, except
as a response to the challenge of popular
discontent, they were not dictated by the
emergency and might have been im-
posed later and in more leisurely fashion,
But it is clear, I think, that though the
reforms might have been delayed, and
though they might have been different
in detail, their essential principles are
derived directly and inevitably from the
fundamental assumption of the whole
period since 1929, that we have a na-
tional economy and not a mere aggrega-
tion of individual enterprises.

The reforms extend into new fields: the
regulation of private enterprises on the
one hand, and the expansion of govern-
ment enterprises on the other. Some of
the new regulation is merely the logical
development of well-established princi-
ples. The clearest example in this cate-
gory is the legislation as to busses and
trucks and other common carriers in
arder to bring about parity of competi-
tive conditions with the railroads. An-
other example in the same category is the
proposal to bring gas and electricity
under more complete regulation. These
reforms involve no new principles, and
the fundamental questions they raise are
not novel and are not radical.

In the present Administration we come
soon, however, to regulations which are
novel and radical. In the Securities Act
and in the Stock Exchange Act and in
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certain parts of the Banking Act of 1933,
the orbit of public authority is enlarged.
In substance, these reforms lay down the
principle that corporations financed by
public subscription are publicly account-
able. They require a disclosure, particu-
larly of the whole process of capital in-
vestment, which is intended to take from
private management much of its former
privacy. The underlying theory of the
legislation is that when the ownership of
corporations is widely diffused, when
corporations are financed out of the sav-
ings of large masses of people, it is an
anomaly that those who control and man-
age them but do not own them should
have the kind of privacy in their carpo-
rate conduct which men have in their
genuinely personal affairs and in the
handling of truly personal property. The
legislation in these three acts is not
socialism. It does not substitute gavern-
ment ownership or government manage-
ment for private ownership and manage-
ment. It lays down the rule that private
management shall operate in the public
view in order to make it accountable to
the great mass of its owners, its creditors,
its customers, and its employees.

The officers of corporations are in
effect required to submit to the same
standards which they would have to meet
if they were public officials, The doctrine
that public office is a public trust is sup-
plemented by the doctrine that corpo-
rate office is a public trust. From this
doctrine there follow inevitably the pro-
hibitions in the new laws against being
on both sides of a transaction. Just as a
public official may not have a private
interest in a contract with the govern-
ment, so under the new laws bankers
may not sell to their depositors securities
which they have issued; utility holding
companies may not sell services at their
own price to operating companies they;
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control; it is made hard for the officers
and directors of corporations to use their
special knowledge for their private
advantage, and they are required to dis-
close their private interests in the corpo-
rations they manage.

That this development of public policy
is the logical consequence of the cor-
porate form of industry seems plain. It
might have come more slowly had the
public not suffered such losses after 1929,
and if there had not been so many fla-
grant examples of the abuse of positions
of trust. But once so important a part
of the property of the nation became
organized in large corporations, it was
only a question of when and of how they
would be recognized as being public in-
stitutions in all their essential relations.

The transition to this new conception
of policy might possibly have been de-
layed a few years had the accidents of
politics brought a conservative rather
than a progressive administration into
power in 1933. The impulses of reform
generated in the upheaval of the nineties
were held back for a few years by the
reaction against Bryanism and the dis-
traction of the Spanish War. They be-
came effective about 1902 and were not
exhausted until the World War intro-
duced a new diversion of the national
energy. The reforms of Theodore Roose-
velt and of Woodrow Wilson brought
under some regulation large areas of
private enterprise: the railroads, the cen-
tral banking function, the public domain
and natural resources, foods and drugs.
These present reforms extend to private
finance, generally, and to the capital
market, the underlying assumptions
which were applied to railroads and
central banking in the preceding era of
reforms.

In addition to this extension of the
regulatory functions of government,
there has been an extension of govern-
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ment enterprise. A part of it is simply a
development of the conservation move-
ment. Reforestation, measures against
soil erosion, the protection of water-
courses are not new in principle: it has
long been recognized that there were
certain kinds of capital investment
which, because they could not be profit-
able to private enterprise, had to be
undertaken collectively. Mr. Roosevelt
has, however, made a departure in at
least two important directions. The first
is represented by the Tennessee Valley
Authority: here collective enterprise has
been deliberately undertaken for the pur-
pose of making a competitive demonstra-
tion against the electric utility compa-
nies. The second is the social insurance
program: here the federal government
enters a field heretofore left to individual
or local action.

It would be an exaggeration to say
that either of these Roosevelt reforms
represents a clean break with the past.
No other President, it is true, ever sought
to regulate electric utilities by forcing
them to face the competition of govern-
ment-owned utilities. But other Presi-
dents have sought to regulate railroad
rates by building canals, and President
Hoover himself promoted the St. Law-
rence Seaway as a competitor with the
railroads. As for social insurance, while
it represents a new function of the fed-
eral government, it is not a new function
in state government, and Republican
leaders, including Mr. Hoover, have en-
dorsed it in principle.

We must conclude, I think, that how-
ever startling they may have seemed,
however inadvisable or inexpedient it
may have been to impose them at this
time, the Roosevelt reforms are far less
novel or radical in their implications
than is the recovery program which Mr.
Hoover and Mr. Roosevelt have both fol-
lowed. To regulate large corporations
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and high finance, to extend government
enterprise into fields unoccupied by pri-
vate enterprise, to use government enter-
prise as a threat to compel private mo-
nopoly to reduce its rates, to insure the
weaker members of the community by
collective action —none of these things
is new in principle. They are all the con-
tinuation of a movement in American
politics which goes back at least fifty
years, and there is little if anything in
the New Deal reforms which was not
implicit in the New Nationalism of Thea-
dore Roosevelt or the New Freedom of
Woodrow Wilson,

The recovery program, on the other
hand, is new and is radical. For here we
have an assumption of responsibility for
the operation of the whole national econ-
omy and the conviction that all the re-
serve power of government and all the
resources it can command may and must
be used to defend the standard of life
of the people “against forces beyond their
control.”

This represents a far more radical
change in the conception of government
in America than is to be found in any
of the reforms. For if it is now the re-
sponsibility of the government to protect
the people against the consequences of
depression, then inevitably the govern-
ment must regulate the prosperity which
precedes depression and produces it. If
government is responsible for the down-
ward phase of the business cycle, it has
a responsibility in the whole business
cycle. If it is fitting and necessary to
manage the currency, the national credit,
budgetary expenditures, and the like to
counteract deflation, then it is fitting
and necessary that they be managed to
counteract inflation.

It would seem that the decision which
Mr. Hoover took in the autumn of 1929
is irreversible: he committed the govern-
ment to the new function of using all its
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powers to regulate the business cycle.”
With this precedent established it is al-
most inconceivable that any of his suc-
cessors should in another depression
rcfuse to act. The knowledge that the
government will have to act to offset
depression compels it to act to prevent
depression. Because Mr. Hoover and Mr.
Roosevelt have regulated a slump, their
successors will also have to regulate a
boom. The business cycle has been placed
within the orbit of government, and for
laissez faire and individual adjustment
and liquidation there has been substi-
tuted conscious management by the
political state.

It is perhaps possible to go further and
indicate why it is that this very great new
duty has been imposed upon the state.
The recovery program since 1929 has
rested on the basic assumption that the
“fixed costs” in a modern economy are
rigid: that debts, contracts, wage rates,
taxes cannot be reduced quickly or eas-
ily or sufficiently to liquidate the depres-
sion. Part of the recovery program under
both Mr. Hoover and Mr. Roosevelt has
in fact been a defense of rigid wage
rates and debts. The classic remedy, the
only remedy known to laissez faire, is
therefore impracticable. But if “fixed
costs” are rigid, then flexibility must de-
velop somewhere else in the economy if
there is not to be complete paralysis fol-
lowed by a social collapse. The flexibility
to compensate for the rigidity of “fxed
costs” has been found in the currency.
in the pational budget, and in public
expenditure.

Unless one is to suppose that the pro-
portion of fixed debt in the modern econ-
omy will be drastically reduced, that
long-term contracts and rentals will be-
come easily amended, that salaries,
wages, and pensions will become easily
adjustable, we may take it as certain that
we shall not return to lafssez faire in the
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business cycle. If we do not return to
it, then the management of money and
the use of the national credit to expand
and to contract government expenditures
must be regarded as permanent functions
of the American government.

No one will imagine that I am saying
that the particular devices employed by
Mr. Hoover or Mr. Roosevelt were well
conceived or effectively administered.
To judge them, we should have to exam-
ine them on their merits. But I am saying
that when we examine them, we are com-
pelled to judge them on the presumption

that, because our economy has become
too rigid to readjust itself by individual
action, it will henceforth be a normal
function of government to attempt to
regulate the business cycle. We have
come on to a new plateau from which it
is not likely that we shall easily descend.
On this plateau the issues of the near
future will be fought out, and there it
will be determined whether a system of
private enterprise, which has lost much
of its power to adjust itself, can be pre-
served in working equilibrium by the
compensatory action of the state.
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1. CAMPAIGN ADDRESS, DETROIT, MICHIGAN, OCTOBER 2, 1932

My oLp FRIEND MAYOR MURPHY, MY OLD
FRIEND GOVERNOR COMSTOCK, AND YOU ~
MANY OF YOU—MY OLD FRIENDS OF
DeTtRorr AND OF MICHIGAN:

OU know today is Sunday, and I am

afraid that some of you people to-
day in Detroit have been talking politics,
Well, I am not going to. I want to talk
to you about Government. That is a very
different thing. And I am not going to
refer to parties at all,

I am poing to refer to some of the
fundamentals that antedate parties, and
antedate republics and empires, funda-
mentals that are as old as mankind itself.
They are fundamentals that have been
expressed in philosophies, for 1 don't
know how many thousands of years, in
every part of the world. Today, in our
boasted modern civilization, we are fac-
ing just exactly the same problem, just
exactly the same conflict between two
schools of philosophy that they faced in
the earliest days of America, and indeed
of the world, One of them - one of these
old philosophies —is the philosophy of
those who would “Jet things alone.” The
other is the philosophy that strives for
something new — something that the hu-
man race has never attained yet, but
something which I believe the human
race can and will attain — social justice,
through social action.

From the days of the cave man to the
days of the automobile, the philosophy
of “letting things alone” has resulted in
the jungle law of the survival of the so-
called fittest. The philosophy of social
action results in the protection of human-
ity and the fitting of as many human
beings as possible into the scheme of
surviving. I am sorry to say that among
the followers of that first philosophy of
“letting things alone” are a lot of people
in my community back home, which is a
little village, and in the farming districts
of the Nation and in the great cities,
such as yours. We can place in that phi-
losophy a great many splendid people
who keep saying, not only to themselves
and to their friends, but to the com-
munity as a whole, “Why shouldn’t we
Tlet things alone™ In the first place they
are not as bad as they are painted, and
in the second place they will cure them-
selves. Time is a great healer.” An easy
philosophy! The kind of philosophy, my
friends, that was expressed the other day
by a Cabinet officer of the United States
of America, when he is reported to have
said, “Our children are apt to profit
rather than suffer from what is going on.”

While he was saying that, another
branch of our Government, the United
States Public Health Service, which be-
lieves in my kind of philosophy, I think,
said this: “Over six millions of our pub-
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lic school children do not have enough
to eat. Many of them are fainting at their
desks. They are a prey to disease. Their
future health is menaced.”

In which school do you believe?

In the same way, there are two theories
of prosperity and of well-being: The first
theory is that if we make the rich richer,
somehow they will let a part of their
prosperity trickle down to the rest of
us. The second theory —and I suppose
this goes back to the days of Noah—1I
won't say Adam and Eve, because they
bad a less complicated situation — but, at
least, back in the days of the flood, there
was the theory that if we make the aver-
age of mankind comfortable and secure,
their prosperity will rise upward, just as
yeast rises up, through the ranks.

Now, my friends, the philosophy of
social justice that I am going to talk
about this Sabbath day, the philosophy
of social justice through social action,
calls definitely, plainly, for the reduction
of poverty. And what do we mean when
we talk about the reduction of poverty?
We mean the reduction of the causes of
poverty. When we have an epidemic of
disease in these modern days, what do
we do? We turn in the first instance to
find out the sources from which the dis-
ease has come; and when we have found
those sources, those causes, we turn the
energy of our attack upon them.

We have got beyond the point in
modern civilization of merely trying to
fight an epidemic of disease by taking
care of the victims after they are stricken.
We do that; but we do more. We seek
to prevent it; and the attack on poverty
is not very unlike the attack on disease.
We are seeking the causes and when
we have found them, we must turn our
attack upon them. What are the causes
that destroy human beings, driving mil-
Yions of them to destruction? Well, there

are a good many of them, and there are a
good many of us who are alive today
who have seen tremendous steps taken
toward the eradication of those causes.

Take, for instance, ill health: You and
I know what has been accomplished by
community effort, State effort, and the
efforts and association of individual men
and women toward the bettering of the
health of humanity.

We have spent vast sums upon re-
search, We have established a wholly
new science, the science of public health;
and we are carrying what we call today
“instruction in health” into the most re-
mote corners of our cities and our coun-
try districts. Apart from the humani-
tarian aspect, the result has been an eco-
nomic saving. It has been money which
has been returned to the community a
thousand times over. You and I know
that a sick person —a man, woman or
child, who has to be taken care of — not
only takes the individual who is sick out
of active participation and useful citizen-
ship, but takes somebody else, too. And
so, from the purely dollars and cents
point of view that we Americans are so
fond of thinking about, public health has
paid for itself,

And what have we done along other
lines for the prevention of some of the
causes of poverty?

I go back twenty-two years to a time
when, in my State of New York, we tried
to pass in the Legislature what we called
a Workmen’s Compensation Act, know-
ing, as we did, that there were thousands
of men and women wha every year were
seriously injured in industrial accidents
of one kind or another, who became a
burden on their community, who were
unable to work, unable to get adequate
medical care. A lot of us youngsters in
the Legislature in those days were called
radicals. We were called Socialists. They
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did not know the word Bolshevik in those
days, but if they had known that, we
would have been called that, too. We put
through 2 Workmen's Compensation Act.
The courts, thinking in terms of the
Seventeenth Century, as some courts do,
declared it to be unconstitutional. So
we had to go about amending the Con-
stitution, and the following year we got
a Workmen’s Compensation Act.

What has it done? We were not the
first State to have it. One of the earliest
States, by the way, was New Jersey,
which, the year before the action in the
State of New York, passed a Workmen's
Compensation Act at the bidding of that
great humanitarian Governor, Woodrow
Wilson. The result has been that almost
every State of the Union has eliminated
that cause of poverty among the masses
of the people.

Take another form of poverty in the
old days. Not so long ago, there were
in every part of the Nation — in country
districts and in city districts — hundreds
and thousands of crippled children who
could get no adequate care, who were
lost to the community and who were a
burden on the community. We have, in
these past twenty or thirty years, gradu-
ally provided means for restoring crip-
pled children to useful citizenship; and it
has all been a factor in going after and
solving one of the causes of poverty and
disease.

And then in these later years, we have
been wondering about old people; and
we have come to the conclusion in this
modern civilization that the old-fashioned
theory of carting old people off to the
county poorhouse is not the best thing
after all,

I shall tell you what sold me on old
age insurance — old age pensions. Not so
long ago — about ten years —I received

a great shock. I had been away from my
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home town of Hyde Park during the
winter time and when I came back I
found that a tragedy had occurred. I
had had an old farm neighbor, who had
been a splendid old fellow — Supervisor
of his town, Highway Commissioner of
his town, one of the best of our citizens.
Before I had left, around Christmas
time, I had seen the old man, who was
eighty-nine, his old brother, who was
eighty-seven, his other brother, who
was eighty-five, and his “kid” sister,
who was eighty-three.

They were living on a farm; I knew it
was mortgaged to the hilt; but I assumed
that everything was all right, for they
still had a couple of cows and a few
chickens. But when I came back in the
spring, I found that in the severe winter
that followed there had been a heavy fall
of snow, and one of the old brothers had
fallen down on his way out to the barn
to milk the cow, and had perished in the
snow drift. The town authorities had
come along and had taken the two old
men and had put them into the county
poorhouse, and they had taken the old
lady and had sent her down, for want of
a better place, to the insane asylum, al-
though she was not insane but just old.

That sold me on the idea of trying to
keep homes intact for old people.

In another respect modern science has
been good to us. It is not so very long
ago that a young person, or an old per-
son, who had any trouble with his men-
tality, was put into what was called an
asylum and not Jong before that they
used to call it a “madhouse.” Even when
I was a boy, the States of the Nation used
to provide asylums. And when anybody
was not entirely right mentally — when
anyone was a mental defective as we
would say today — he used to be carted
off to the asylum to stay there until he
came out to go to the graveyard.
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Today that is no longer true. Medical
seience is now doing two things: first,
for the young people who are not men-
tally deficient but who requirc special
mental training we are applying special
treatment and special education so that,
instead of becoming a burden when they
grow up, they are going to be useful
citizens.

And then, on the other side of it, there
is the special treatment for the older
people, who do have to go to hospitals
for mental troubles. The other day, just
before I left Albany, I got a report from
my State Department of Mental Hygiene
showing that instead of the old-fashioned
system in which the rule was observed
of “once in, always in,” this past year in
the State of New York we had sent back
to their families 23 percent of all those
who were in our hospitals for mental
cases — cured.

Now, those are some of the causes that
have destroyed in past ages countless
thousands of our fellow human beings.
They are the causes that we must attack
if we are to make the future safer for
humanity. We can go on taking care of
the handicapped and the crippled and
the sick and the feeble-minded and the
unemployed; but common sense and
humanity call on us to turn our back
definitely on these destroyers. Poverty
resulting from these destroyers is largely
preventable, but, my friends, if poverty
is to be prevented, we require a broad
program of social justice.

We cannot go back to the old prisons,
for example, to the old system of mere
punishment under which a man out of
prison was not fitted to live in our com-
munity alongside of us. We cannot go
back to the old system of asylums. We
cannot go back to the old lack of hospi-
tals, the lack of public health. We cannot

go back to the sweatshops of America.
We cannot go back to children working
in factories. Those days are gone.

There are a lot of new steps to take.
It is not a question of just not going back.
It is a question also of not standing still.

For instance, the problem of unem-
ployment in the long run — and I am not
talking about the emergency of this year
—can be and shall be solved by the
human race. Some leaders have wisely
declared for a system of unemployment
insurance throughout this broad land of
ours; and we are going to come to it.

But I do not believe the Secretary of
the Interior would be for it. He would
say that great good is coming to this
couniry because of the present situation.
Yes, the followers of the philosophy of
“let alone” have been decrying all of
these measures of social welfare. What
do they call them? They call them
“paternalistic.” All right, if they are
paternalistic, I am a father.

They maintain that these laws inter-
fere with individualism, forgetful of the
fact that the causes of poverty in the
main are beyond the control of any one
individual or any czar, either a czar of
politics or a czar of industry. The fol-
lowers of the philosophy of “social action
for the prevention of poverty” maintain
that if we set up a system of justice we
shall have small need for the exercise of
mere philanthropy. Justice, after all, is
the first goal we seek. We believe that
when justice has been done individual-
ism will have a greater security to devote
the best that individualism itself can
give. In other words, my friends, our
long-range objective is not a dole, but
a job,

At the same time, we have throughout
this Nation —and I know you have in
Detroit, because Frank Murphy has
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talked to me of it many times in the
past year or two — widespread suffering
which all of us in the city and country
alike have to do everything we can to
tide over. All agree that the first respon-
sibility for the alleviation of poverty and
distress and for the care of the victims
of the depression rests upon the locality
— its individuals, organizations and Gov-
ernment. It rests, first of all, perhaps,
upon the private agencies of philan-
thropy, secondly, other social organiza-
tions, and last, but not least, the Church.
Yet all agree that to leave to the locality
the entire responsibility would result in
placing the heaviest burden in most cases
upon those who are the least able to bear
it. In other words, the communities that
have the most difficult problem, like De-
troit, would be the communities that
would have to bear the heaviest of the
burdens.

And so the State should step in to
equalize the burden by providing for a
large portion of the care of the victims of
poverty and by providing assistance and
guidance for local communities,

Above and beyond that duty of the
States the national Government has a
responsibility.

I would like to enlarge on that a lot,
but that would be politics, and I cannot.
My friends, the ideal of social justice of
which I have spoken—an ideal that
years ago might have been thought over-
advanced — is now accepted by the moral
leadership of all of the great religious
groups of the country. Radical? Yes, and
I shall show you how radical it is. I am
going to cite three examples of what
the churches say, the radical churches
of America — Protestant, Catholic and
Jewish.

And first ¥ will read to you from the
Sunday Sermon, the Labor Sermon sent
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out this year by the Federal Council of
Churches of Christ in America, repre-
senting a very large proportion of the
Protestants in our country.

Hear how radical they are: They say:

The thing that matters in any industrial
system is what it does actually to human
beings. . . .

It is not denied that many persons of
wealth are rendering great service to society.
It is only suggested that the wealthy are
overpaid in sharp contrast with the under-
paid masses of the people. The concentra-
tion of wealth carries with it a dangerous
concentration of power. It leads to conflict
and violence. To suppress the symptoms of
this inherent conflict while leaving the fun-
damental causes of it untouched is neither
sound statesmanship nor Christian good-
will,

1t is becoming more and more clear that
the principles of our religion and the findings
of social sciences point in the same direction.
Economists now call attention to the fact that
the present distribution of wealth and in-
come, which is so unbrotherly in the light of
Christian ethies, is also unscientific in that it
does not furnish purchasing power to the
masses to balance consumption and produc-
tion in our machine age.

And now I am going to read you an-
other great declaration and I wonder
how many people will call it radical, It
is just as radical as T am. It is a declara-
tion from one of the greatest forces of
conservatism in the world, the Catholic
Church. I quote, my friends, from the
scholarly encyclical issued last year by
the Pope, one of the greatest documents
of modern times:

It is patent in our days that not alone is
wealth accumulated, but immense power
and despotic economic domination are con-
centrated in the hands of a few, and that
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those few are frequently not the owners but
only the trustees and directors of invested
funds which they administer at their good
pleasure. . . .

This accumulation of power, the charac-
teristic note of the modem economic order,
is a natural result of limitless free competi-
tion, which permits the survival of those only
who are the strongest, which often means
those who fight most relentlessly, who pay
least heed to the dictates of conscience.

This concentration of power has led to a
three-fold struggle for domination: First,
there is the struggle for dictatorship in the
economic sphere itself; then the fierce battle
to acquire control of the Government, so that
its resources and authority may be abused
in the economic struggle, and, finally, the
clash between the Governments themselves,

And finally, I would read te you from
another great statement, a statement
from Rabbi Edward L. Israel, Chairman
of the Social Justice Commission of the
Central Conference of American Rabbis.
Here is what he says:

We talk of the stabilization of business.
What we need is the stabilization of human
justice and happiness and the permanent
employment of economic policies which will
enable us to preserve the essential human
values of life amid all the changing aspects
of the economic order. We must have a re-
vamping of the entire method of approach
to these problems of the economic order, We
need a new type of social conscience that
will give us courage to act. . ..

We so easily forget. Once the cry of so-
called prosperity is beard in the land, we all
become so stampeded by the spirit of the
god Mammon, that we cannot serve the dic-
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tates of social conscience. .  We are here
to serve notice that the economic order is the
invention of man; and that it cannot domi-
nate certain eternal principles of justice and
of God.

And so, my friends, I feel a little as if
I had been preaching a sermon. I feel
a little as if I had been talking too much
of some of the fundamentals, and yet
those fundamentals enter into your life
and my life every day. More, perhaps,
than we can realize. If we realized that
far more, it would result throughout this
country in a greater activity, a greater
interest on the part of the individual
men and women who make up our Na-
tion, in some of the problems which
cannot be solved in the long run without
the help of everybody.

We need leadership, of course. We
need leadership of people who are honest
in their thinking and honest in their
doing. We need leadership if it is straight
thinking and unselfish; but in the last
analysis we must have the help of the
men and women all the way from the
top to the bottom, especially of the men
and women who believe in the school
of philosophy which is not content to
leave things as they are.

And so, in these days of difficulty, we
Americans everywhere must and shall
choose the path of social justice —the
only path that will lead us to a perma-
nent bettering of our civilization, the
path that our children must tread and
their children must tread, the path of
faith, the path of hope and the path of
love toward our fellow man.
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2. ADDRESS AT THE DEMOCRATIC STATE CONVENTION
SYRACUSE, NEW YORK, SEPTEMBER 29, 1936

Lapres aNp GENTLEMEN:

ROM force of long habit I almost
said, “My fellow delegates.”

Tonight you and I join forces for the
1936 campaign. We enter it with confi-
dence. Never was there greater need for
fidelity to the underlying conception of
Americanism than there is today. And
once again it is given to our party to
carry the message of that Americanism
to the people.

The task on our part is twofold: First,
as simple patriotism requires, to separate
the false from the real issues; and, sec-
ondly, with facts and without rancor, to
clarify the real problems for the Ameri-
can public.

There will be — there are — many false
issues. In that respect, this will be no
different from other campaigns. Parti-
sans, not willing to face realities, will
drag out red herrings — as they have al-
ways done ~ to divert attention from the
trail of their own weaknesses.

This practice is as old as our democ-
racy. Avoiding the facts — fearful of the
truth —a malicious opposition charged
that George Washington planned to
make himself king under a British form
of government; that Thomas Jefferson
planned to set up a guillotine under a
French Revolutionary form of govern-
ment; that Andrew Jackson soaked the
rich of the Eastern seaboard and planned
to surrender American democracy to the
dictatorship of a frontier mob. They
called Abraham Lincoln a Roman Em-
peror; Theodore Roosevelt a Destroyer;
Woodrow Wilson a  self-constituted
Messiah,

In this campaign anather herring turns
up. In former years it has been British

and French—and a variety of other
things. This year it is Russian. Desperate
in mood, angry at failure, cunning in
purpose, individuals and groups are seek-
ing to make Communism an issue in an
election where Communism is not a con-
troversy between the two major parties.

Here and now, once and for 2ll, let us
bury that red herring, and destroy that
false issue, You are familiar with my
background; you know my heritage; and
you are familiar, especially in the State
of New York, with my public service ex-
tending back over a quarter of a century.
For nearly four years I have been Presi-
dent of the United States. A long zecord
has been written. In that record, both
in this State and in the national capital,
you will find a simple, clear and con-
sistent adherence not only to the letter,
but to the spirit of the American form of
government,

To that record, my future and the
future of my Administration will con-
form. 1 have not sought, I do not seek,
1 repudiate the support of any advocate
of Communism or of any other alien
“ism” which would by fair means or foul
change our American democracy.

That is my position. It always has
been my position. It always will be my
position.

There is no difference between the
major parties as to what they think about
Communism, But there is a very great
difference between the two parties in
what they do about Communism.

I must tell you why. Communism is a
manifestation of the social unrest which
always comes with widespread economic
maladjustment. We in the Democratic
party have not been content merely to
denounce this menace. We have been
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realistic enough to face it. We have been
intelligent enough to do something about
it. And the world has seen the results
of what we have done.

In the spring of 1933 we faced a crisis
which was the ugly fruit of twelve years
of neglect of the causes of economic and
social unrest. It was a crisis made to
order for all those who would overthrow
our form of government. Do I need to
recall to you the fear of those days—
the reports of those who piled supplies in
their basements, who laid plans to get
their fortunes across the border, who got
themselves hideaways in the country
against the impending upheaval? Do I
need to recall the law-abiding heads of
peaceful families, who began to wonder,
as they saw their children starve, how
they would get the bread they saw in the
bakery window? Do I need to recall the
homeless boys who were traveling in
bands through the countryside seeking
work, seeking food — desperate because
they could find neither? Do I need to
recall the farmers who banded together
with pitchforks to keep the sheriff from
selling the farm home under foreclosure?
Do I need to recall the powerful leaders
of industry and banking who came to me
in Washington in those early days of 1833
pleading to be saved?

Most people in the United States
remember today the fact that starvation
was averted, that homes and farms were
saved, that banks were reopened, that
crop prices rose, that industry revived,
and that the dangerous forces subversive
of our form of government were turned
aside.

A few people — a few only — unwilling
to remember, seem to have forgotten
those days.

In the summer of 1933, a nice old
gentleman wearing a silk hat fell off the
end of a pier. He was unable to swim.
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A friend ran down the pier, dived over-
board and pulled him out; but the silk
hat floated off with the tide. After the
old gentleman had been revived, he was
effusive in his thanks. He praised his
friend for saving his life. Today, three
years later, the old gentleman is berating
his friend because the silk hat was lost.

Why did that crisis of 1920 to 1933
pass without disaster?

The answer is found in the record of
what we did. Early in the campaign of
1982 I said: “To meet by reaction that
danger of radicalism is to invite disaster.
Reaction is no barrier to the radical, it
is a challenge, a provocation. The way
to meet that danger is to offer a workable
program of reconstruction, and the party
to offer it is the party with clean hands.”
We met the emergency with emergency
action. But far more important than that,
we went to the roots of the problem, and
attacked the cause of the crisis. We were
against revolution. Therefore, we waged
war against those conditions which make
revolutions — against the inequalities and
resentments which breed them. In Amer-
ica in 1983 the people did not attempt
to remedy wrongs by overthrowing their
institutions. Americans were made to
realize that wrongs could and would be
set right within their institutions, We
proved that democracy can work.

I have said to you that there is a very
great difference between the two parties
in what they do about Communism. Con-
ditions congenial to Communism were
being bred and fostered throughout this
Nation up to the very day of March 4,
1933. Hunger was breeding it, loss of
homes and farms was breeding it, closing
banks were breeding it, a ruinous price
level was breeding it. Discontent and
fear were spreading through the land.
The previous national Administration,
bewildered, did nothing,
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In their speeches they deplored it, but
by their actions they encouraged it. The
injustices, the inequalities, the downright
suffering out of which revolutions come
—what did they do about these things?
Lacking courage, they evaded. Being
selfish, they neglected. Being short-
sighted, they ignored. When the crisis
came — as these wrongs made it sure to
come — America was unprepared.

Our lack of preparation for it was best
proved by the cringing and the fear of
the very people whose indifference
helped to make the crisis. They came to
us pleading that we should do, over-
night, what they should have been doing
through the years.

And the simple causes of our unpre-
paredness were two: First, a weak leader-
ship, and, secondly, an inability to see
causes, to understand the reasons for
social unrest — the tragic plight of 90 per-
cent of the men, women and children
who made up the population of the
United States.

It has been well said that “The most
dreadful failure of which any form of
government can be guilty is simply to
lose touch with reality, because out of
this failure all imaginable forms of evil
grow. Every empire that has crashed has
come down primarily because its rulers
did not know what was going on in the
world and were incapable of learning.”

It is for that reason that our American
form of government will continue to be
safest in Democratic hands. The real,
actual, undercover Republican leader-
ship is the same as it was four years ago.
That leadership will never comprehend
the need for a program of social justice
and of regard for the well-being of the
masses of our people.

I have been comparing leadership
in Washington, This contrast between
Demacretic and Republican leadership
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holds true throughout the length and
breadth of the State of New York. As
far back as the year 1910, the old Black
Horse Cavalry in Albany, which we old
people will remember, was failing to
meet changing social conditions by ap-
propriate social legislation. Here was a
State noted for its industry and noted for
its agriculture — a State with the greatest
mixture of population — where the poor-
est and the richest lived, literally, within
a stone’s throw of each other —in short
a situation made to order for potential
unrest. And yet in this situation the best
that the Republican leaders of thase days
could say was: “Let them eat cake.”
What would have happened if that re-
actionary domination had continued
through all these hard years?

Starting in 1811, a Democratic leader-
ship came into power, and with it a new
philosophy of government. I had the
good fortune to come into public office
at that time. I found other young men
in the Legislature —men who held the
same philosophy; one of them was Bob
Wagner; another was Al Smith. We were
all joined in a common cause. We did
not look on government as something
apart from the people. We thought of it
as something to be used by the people
for their own good.

New factory legislation setting up de-
cent standards of safety and sanitation;
limitation of the working hours of women
in industry; a workmen’s compensation
law; a one-day-rest-in-seven law; a full
train-crew law; a direct-primary law —
these laws and many more were passed
which were then called radical and alien
to our form of government. Would you
or any other Americans call them radical
or alien today?

In later years, first under Governor
Smith, then during my Governorship, this
program of practical intelligence was
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carried forward over the typical and un-
swerving opposition of Republican lead-
ers throughout our State.

And today the great tradition of a lib-
eral, progressive Democratic Party has
been carried still further by your present
Governor, Herbert H. Lehman, He has
begun a program of insurance to remove
the spectre of unemployment from the
working people of the State. He has
broadened our labor legislation. He has
extended the supervision of public utility
companies. He has proved himself an
untiring seeker for the public good; a
doer of social justice; a wise, conscien-
tious, clear-headed and businesslike ad-
ministrator of the executive branch of
our Government. And be it noted that
his opponents are led and backed by the
same forces and, in many cases, by the
same individuals who, for a quarter of
a century, have tried to hamstring prog-
ress within our State. The overwhelming
majority of our citizens, up-tate and
down-state, regardless of party, propose
to return him and his Administration to
Albany for another two years.

His task in Albany, like my task in
Washington, has been to maintain con-
tact between statecraft and reality. In
New York and in Washington, Govern-
ment which has rendered more than lip
service to our Constitutional Democracy
has done a work for the protection and
preservation of our institutions that could
not have been accomplished by repres-
sion and force.

Let me warn you and let me warn the
Nation against the smooth evasion which
says, “Of course we believe all these
things; we believe in social security; we
believe in work for the unemployed; we
believe in saving homes. Cross our hearts
and hope to die, we believe in all these
things; but we do not like the way the
present Administration is doing them.
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Just turn them over to us. We will do all
of them — we will do more of them — we
will do them better; and, most important
of all, the doing of them will not cost
anybody anything.”

But, my friends, these evaders are
banking too heavily on the shortness of
our memories. No one will forget that
they had their golden opportunity —
twelve long years of it.

Remember, too, that the first essential
of doing a job well is to want to see the
job done. Make no mistake about this:
the Republican leadership today is not
against the way we have done the job.
The Republican leadership is against the
job’s being done.

Look to the source of the promises of
the past. Governor Lehman knows and
I know haw little legislation in the in-
terests of the average citizen would be
on the statute books of the State of New
York, and of the Federal Government,
if we had waited for Republican leaders
to pass it.

The same lack of purpose of fulfillment
lies behind the promises of today. You
cannot be an Old Guard Republican in
the East, and a New Deal Republican in
the West. You cannot promise to repeal
taxes before one audience and promise
to spend maore of the taxpayers’ money
before another audience. You cannot
promise tax relief for those who can
afford to pay, and, at the same time,
promise more of the taxpayers’ money
for those who are in need. You simply
cannot make good on both promises at
the same time,

Who is there in America who believes
that we can run the risk of turning back
our Government to the old leadership
which brought it to the brink of 19337
Out of the strains and stresses of these
years we have come to see that the true
conservative is the man who has a real
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concern for injustices and takes thought
against the day of reckoning. The true
conservative seeks to protect the system
of private property and free enterprise
by correcting such injustices and in-
equalities as arise from it. The most seri-
ous threat to our institutions comes from
those who refuse to face the need for
change. Liberalism becomes the protec-
tion for the far-sighted conservative.
Never has a Nation made greater
strides in the safeguarding of democracy
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than we have made during the past three
years. Wise and prudent men — intelli-
gent conservatives —have long known
that in a changing world worthy institu-
tions can be conserved only by adjust-
ing them to the changing time. In the
words of the great essayist, “The voice of
great events is proclaiming to us. Reform
if you would preserve.”

I am that kind of conservative because
I am that kind of liberal.

8. ADDRESS AT THE DEMOCRATIC VICTORY DINNER
WASHINGTON, D. C., MARCH 4, 1937

N this fourth of March, 1937, in

millions of homes, the thoughts of
American families are reverting to the
March 4th of another year. That day in
1933 represented the death of one era
and the birth of another.

At that time we faced and met a grave
national crisis. Now we face another
crisis — of a different kind but funda-
mentally even more grave than that of
four years ago. Tonight I want to begin
with you a discussion of that crisis. I
shall continue that discussion on Tuesday
night in a nation-wide broadcast and
thereafter, from time to time, as may be
necessary. For I propose to follow my
custom of speaking frankly to the Nation
concerning our common problems.

1 speak at this Victory Dinner not only
as the head of the Democratic Party but
as the representative of all Americans
who have faith in political and economic
democracy.

Our victory was not sectional. It did
not come from compromises and bar-
gains. It was the voice of twenty-seven
million voters —from every part of the

land.

The Democratic Party, once a minority
party, is today the majority party by the
greatest majority any party ever had.

It will remain the majority party so
long as it continues to justify the faith
of millions who had almost lost faith —
50 long as it continues to make modern
democracy work —so long and no longer.
We are celebrating the 1936 victory.
That was not a final victory. It was a
victory whereby our party won further
opportunity to lead in the solution of the
pressing problems that perplex our gen-
eration. Whether we shall celebrate in
1938, 1940, and in 1844, as we celebrate
tonight, will deservedly depend upon
whether the party continues on its course
and solves those problems.

And if T have aught to say it will con-
tinue on its course and it will solve those
problems.

After election day in 1936, some of our
supporters were uneasy lest we grasp the
excuse of a false era of good feeling to
evade our obligations. They were wor-
ried by the evil symptom that the propa-
ganda and the epithets of last Summer
and Fall had died down.
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Today, however, those who placed
their confidence in us are reassured, For
the tumult and the shouting have broken
forth anew —and from substantially the
same elements of opposition, This new
roar is the best evidence in the world
that we have begun to keep our promises,
that we have begun to move against
conditions under which one-third of this
Nation is still ill-nourished, ill-clad, ill-
housed.

We gave warning last November that
we had only just begun to fight. Did
some people really believe we did not
mean it? Well—I meant it, and you
meant it.

A few days ago, a distinguished mem-
ber of the Congress came to see me to
talk about national problems in general
and about the problem of the Judiciary
in particular.

I said to him:

“John, I want to tell you something
that is very personal to me — something
that you have a right to hear from my
own lips. I have a great ambition in life.”

My friend pricked up his ears.

I went on: “I am by no means satis-
fied with baving twice been elected
President of the United States by very
large majorities. I have an even greater
ambition.”

By this time, my friend was sitting on
the edge of his chair.

I continued: “John, my ambition re-
lates to January 20, 1941.” I could feel
just what horrid thoughts my friend was
thinking. So in order to relieve his
anxiety, I went on to say: “My great
ambition on January 20, 1941, is to turn
over this desk and chair in the White
House to my successor, whoever he may
be, with the assurance that I am at the
same time turning over to him as Presi-
dent, a Nation intact, a Nation at peace,
a Nation prosperous, a Nation clear in
its knowledge of what powers it has to

serve its own citizens, a Nation that is in
2 position to use those powers to the full
in order to move forward steadily to
meet the modern needs of humanity ~
a Nation which has thus proved that the
democratic form and methods of national
government can and will succeed.

“In these coming years I want to pro-
vide such assurance. I want to get the
nation as far along the road of progress
as I can. I do not want to leave it to my
successor in the condition in which
Buchanan left it to Lincoln.”

My friends, that ambition of mine for
my successor can well be the serious
ambition of every citizen who wants his
United States to be handed down intact
to his children and grandchildren.

I spoke in the dead earnestness of
anxiety. I speak to you tonight in the
same earnestness. For no one who sees
as a whole today’s picture of this Nation
and the world can help but feel concern
for the future.

To the President of the United States
there come every day thousands of mes-
sages of appeal, of protest, of support, of
information and advice, messages from
rich and poor, from business man and
farmer, from factory employee and relief
worker, messages from every corner of
our wide domain.

Those messages reflect the most strik-
ing feature of the life of this generation
~ the feature which men who live men-
tally in another generation can least
understand — the ever-accelerating speed
with which social forces now gather
headway.

The issue of slavery, for example, took
at least forty years — two generations -
of argument, discussion and futile com-
promise, before it came to a head in the
tragic war between the States.

But economic freedom for the wage
earner and the farmer and the small busi-
ness man will not wait, like emancipa-



Roosevelt - THREE ADDRESSES

tion, for forty years. It will not wait for
four years. It will not wait at all.

After the World War, there arose
everywhere insistent demands upon gov-
ernment that human needs be met. The
unthinking, or those who dwell in the
past, have tried to block them. The wise
who live in the present have recognized
their innate justice and irresistible pres-
sure — and have sought to guide them.

In some countries, a royalist form of
government failed to meet these de-
mands —and fell. In other countries, a
parliamentary form of government failed
to meet these demands — and fell. In still
other countries, governments have man-
aged to hold on, but civil strife has flared
or threats of upheaval persist.

Democracy in many lands has failed
for the time being to meet human needs.
People have become so fed up with futile
debate and party bickerings over meth-
ods that they have been willing to sur-
render demacratic processes and princi-
ples in order to get things done. They
have forgotten the lessons of history that
the ultimate failures of dictatorships cost
humanity far more than any temporary
failures of democracy.

In the United States democracy has
not yet failed and does not need to fail.
And we propose not to let it faill

Nevertheless, I cannot tell you with
complete candor that in these past few
years democracy in the United States has
fully succeeded. Nor can I tell you,
under present circumstances, just where
American democracy is headed nor just
what it is permitted to do in order to
insure its continued success and survival.
I can only hope.

For as yet there is no definite assur-
ance that the three horse team of the
American system of government will pull
together. If three well-matched horses
are put to the task of ploughing up a
field where the going is heavy, and the

57

team of three pull as one, the feld will
be ploughed. If one horse lies down in
the traces or plunges off in another direc-
tion, the field will not be ploughed.

What you and I call the principles of
the New Deal did not originate on the
fourth of March, 1933. We think of that
date as their beginning, because it was
not until then that the social demands
they represented broke through the in-
ertia of many years of failure to improve
our political and economic processes.

What were those demands and needs?
How far did we succeed in meeting
them? What about them today?

Ever since the World War the farmers
of America had been beating off ever-
mounting disasters. This Administration
tried to help them effectively where no
other Administration had dared to take
that risk.

The Agricultural Adjustment Act testi-
fied to our full faith and confidence that
the very nature of our major crops makes
them articles of commerce between the
States.

The A.A.A. testified also to our full
faith and confidence that the preserva-
tion of sound agriculture is essential to
the general welfare — that the Congress
of the United States had full constitu-
tional authority to solve the national eco-
nomic problems of the Nation's agricul-
ture. By overwhelming votes, the Con-
gress thought so too!

You know who assumed the power to
veto, and did veto that program.

In the campaign of 1936, I said: “Of
course we will continue our efforts in
behalf of the farmers of America. With
their continued cooperation we will do
all in our power to end the piling up of
huge surpluses which spelled ruinous
prices for their crops. We will persist
in successful action for better land use,
for reforestation . . . for better mar
faciliies for farm commodities, foi
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definite reduction of farm tenancy, for
encouragement of farmer cooperatives,
for crop insurance and a stable food
supply. For all these things we have only
just begun to fight.”

Neither individually nor as a party can
we postpone and run from that fight on
advice of defeatist lawyers. But I defy
anyone to read the majority opinion in-
validating of the A.A.A. and tell us what
we can do for agriculture in this session
of the Congress with any reasonable cer-
tainty that what we do will not be nulli-
fied as unconstitutional.

The farmers were not the only people
in distress in 1982. There were millions
of workers in industry and in commerce
who had lost their jobs, young people
who had never been able to find their
first job, and more millions whose jobs
did not return them and their families
enough to live on decently.

The Democratic Administration and
the Congress made a gallant, sincere
effort to raise wages, to reduce hours, to
abolish child labor, to eliminate unfair
trade practices.

We tried to establish machinery to
adjust the relations between the employer
and employee.

And what happened?

You know wha assumed the power to
veto, and did veto that program,

The Railroad Retirement Act, the Na-
tional Recovery Act and the Guffey Coal
Act were successively outlawed as the
Child Labor Statute had been outlawed
twenty years before.

Soon thereafter the Nation was told
by a judicial prommciamento that al-
though the Federal Government had thus
been rendered powerless to touch the
problem of hour and wages, the States
were equally helpless; and that it pleased
the “personal economic predilections” of

a majority of the Court that we live in

a Nation where there is no legal power
anywhere to deal with its most difficult
practical problems — a No Man's Land of
final futility.

Furthermore, court injunctions have
paralyzed the machinery which we cre-
ated by the National Labor Relations Act
to settle great disputes raging in the in-
dustrial field, and, indeed, to prevent
them from ever arising. We hope that
this Act may yet escape final condemna-
tion in the highest court. But so far the
attitude and language of the courts in
relation to many other laws have made
the legality of this Act also uncertain,
and have encouraged corporations to
defy rather than obey it.

In the campaign of 1936, you and I
promised this to working men and
women:

“Of course we will continue to seek to
improve working conditions for the work-
ers of America —to reduce hours over-
long, to increase wages that spell starva-
tion, to end the labor of children, to wipe
out sweatshops. . . . We will provide use
ful work for the needy unemplayed. For
all these things we have only just begun
to fight.”

And here again we cannot afford.
either individually or as a party, to post:
pone or run from that fight on the advice
of defeatist lawyers.

But I defy anyone to read the opinions
concerning A.A.A., the Railroad Retire-
ment Act, the National Recovery Act, the
Guffey Coal Act and the New York Mini-
mum Wage Law, and tell us exactly
what, if anything, we can do for the in-
dustrial worker in this session of the
Congress with any reasonable certainty
that what we do will not be nullified as
unconstitutional.

During the course of the past four
years the Nation has been overwhelmed
by disasters of flood and drought.
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Modern science knows how to protect
our land and our people from the recur-
rence of such catastrophes, and knows
how to produce as a by-product the
blessing of cheaper electric power. With
the Tennessee Valley Authority we made
a beginning of that kind of protection on
an intelligent regional basis. With only
two of its nine projected dams completed
there was no flood damage in the valley
of the Tennessee this winter.

But how can we confidently complete
that Tennessee Valley project or extend
the idea to the Ohio and other valleys
while the lowest courts have not hesitated
to paralyze its operations by sweeping
injunctions?

The Ohio River and the Dust Bowl are
not conversant with the habits of the
Interstate Commerce Clause. But we
shall never be safe in our lives, in our
property, or in the heritage of our sail,
until we have somehow made the Inter-
state Commerce Clause conversant with
the habits of the Ohio River and the
Dust Bowl.

In the campaign of 1936, you and I
and all who supported us did take cog-
nizance of the Ohio River and the Dust
Bowl. We said: “Of course we will con-
tinue our efforts . . . for drought and
flood control. . . For these things we
have only just begun to fight.”

Here, too, we cannot afford, either in-
dividually or as a party, to postpone or
run away from that fight on advice of
defeatist lawyers, Let them try that ad-
vice on sweating men piling sandbags on
the levees at Cairo.

But I defy anyone to read the opinions
in the T.V.A. case, the Duke Power case
and the A.A.A. case and tell us exactly
what we can do as a National Govern-
ment in this session of the Congress to
control flood and drought and generate
cheap power with any reasonable cer-
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tainty that what we do will not be nulli-
fied as unconstitutional.

The language of the decisions already
rendered and the widespread refusal to
obey law incited by the attitude of the
courts, create doubts and difficulties for
almost everything else for which we
have promised to fight—help for the
crippled, for the blind, for the mothers —
insurance for the unemployed — security
for the aged — protection of the con-
sumer against monopoly and speculation
— protection of the investor — the wiping
out of slums — cheaper electricity for the
homes and on the farms of America. You
and I owe it to ourselves individually,
as a party, and as a Nation to remove
those doubts and difficulties.

In this fight, as the lawyers themselves
say, time is of the essence. In three elec-
tions during the past five years great ma-
jorities have approved what we are try-
ing to do. To me, and I am sure to you,
those majorities mean that the people
themselves realize the increasing urgency
that we meet their needs now. Every
delay creates risks of intervening events
which make more and more difficult an
intelligent, speedy, and democratic solu-
tion of our difficulties.

As Chief Executive and as the head of
the Democratic Party, I am unwilling to
take those risks —to the country and to
the party — of postponing one moment
beyond absolute necessity the time when
we can free from legal doubt those poli-
cies which offer a progressive solution
of our problems.

Floods and droughts and agricultural
surpluses, strikes and industrial confu-
sion and disorder, cannot be handled for-
ever on a catch-as-catch-can basis.

I have another ambition — not so great
an ambition as that which I have for the
country, but an ambition which as a
life-long Democrat, I do not believe un-
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worthy. It is an ambition for the Demo-
cratic Party.

The Party, and its associates, have had
the imagination to perceive essential
unity below the surface of apparent di-
versity. We can, therefore, long remain
a natural rallying point for the co-
operative effort of all of those who
truly believe in political and economic
democracy.

It will take courage to let our minds
be bold and find the ways to meet the
needs of the Nation. But for our Party,
now as always, the counsel of courage
is the counsel of wisdom.

1f we do not have the courage to lead
the American people where they want to
go, someone else will,

Here is ome-third of a Nation ill
nourished, ill-clad, ill-housed — now!

Here are thousands upon thousands of
farmers wondering whether next year’s
prices will meet their mortgage interest
— Now|

Here are thousands upon thousands of
men and women laboring for long hours
in factories for inadequate pay — Now!

Here are thousands upon thousands of
children who should be at school, work-
ing in mines and mills — Now!

Here are strikes more far-reaching than
we have ever known, costing millions of
dollars — now!

Here are Spring floods threatening to
roll again down our river valleys — Now!

Here is the Dust Bowl beginning to
blow again — Now!

1f we would keep faith with those who
had faith in us, if we would make democ-
racy succeed, I say we must act — now!
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THE CHALLENGE TO LIBERTY

HE origins, character, and affinities

of the Regimentation theory of eco-
nomics and government, its impacts upon
true American Liberalism, and its depar-
tures from it can best be determined by
an examination of the actions taken and
measures adopted in the United States
during recent months,

It is not from oratory either in advo-
cacy of this philosophy or equally in
denial of it that we must search for its
significance. That is to be found by an
examination of the actual steps taken and
proposed.

From this examination we may dismiss
measures of relief of distress from depres-
sion, and reform of our laws regulating
business when such actions conform to
the domain of true Liberty, for these are,
as [ shall indicate, not Regimentation.

The first step of economic Regimenta-
tion is a vast centralization of power in
the Executive, Without tedious recitation
of the acts of the Congress delegating
powers over the people to the Executive
or his assistants, and omitting relief
and regulatory acts, the powers which
have been assumed include, directly or
indirectly, the following:

To debase the coin and set its value; to
inflate the currency; to buy and sell gold and
silver; to buy Government bonds, other secu-

rities, and foreign exchange; to seize private
stocks of gold at a price fixed by the Govem-
ment; in effect giving to the Executive the
power to “manage” the currency;

To levy sales taxes on food, clothing, and
upon goods competitive to them (the process-
ing tax) at such times and in such amounts
as the Executive may determine;

To expend enormous sums from the ap-
propriations for public works, relief, and
agriculture upon projects not announced to
the Congress at the time appropriations were
made;

To create corporations for a wide variety
of business activities, heretofore the exclu-
sive field of private enterprise;

To install services and to manufacture
commodities in competition with citizens;

To buy and sell commodities; to fix mini-
mum prices for industries or dealers; to fix
handling charges and therefore profits; to
eliminate “unfair” trade practices;

To allot the amount of production to indi-
vidual farms and factories and the character
of goods they shall produce; to destroy com-
modities; to fix stocks of commodities to be
on hand;

To estop expansion or development of in-
dustries or of specific plant and equipment;

To establish minimum wages; to fix maxi-
mum hours and conditions of labor;

To impose collective bargaining;

To organize administrative agencies out-
side the Civil Service requirements;

To abrogate the effect of the anti-trust
acts;

From The Challenge to Liberty by Herbert Hoover, copyright 1934 by Charles Scribner’s Sons,
Reprinted by permission of Charles Scribner’s Sons,
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To raise and lower the tariffs and to dis-
criminate between nations in their applica-
tion;

To abrogate certain governmental con-
tracts without compensation or review by
the courts;

To enforce most of these powers where
they affect the individual by fine and im-
prisonment through prosecution in the
courts, with a further reserved authority in
many trades through license to deprive men
of their business and livelihood without any
appeal to the courts.

Most of these powers may be delegated
by the Executive to any appointee and
the appointees are mostly without the
usual confirmation by the Senate. The
staffs of most of the new organizations
are not selected by the merit require-
ments of the Civil Service, These direct
or indirect powers were practically all of
them delegated by the Congress to the
Executive upon the representation that
they were “emergency” authorities, and
most of them are limited to a specific
time for the purpose of bringing about
national recovery from the depression.

At some time or place all of these au-
thorities already have been used. Powers
once delegated are bound to be used, for
one step drives to another. Moreover,
some group somewhere gains benefits or
privilege by the use of every power, Once
a power is granted, therefore, groups be-
gin to exert the pressure necessary to
force its use. Once used, a vested interest
is created which thereafter opposes any
relaxation and thereby makes for perma-
nence. But beyond this, many steps once
taken set economic forces in motion
which cannot be retrieved. Already we
have witnessed all these processes in
action.

The manner of use of these powers and
their immediate impacts upon the con-
cepts of true American Liberty may frst
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be examined under the five groups or
ideas into which they naturally fall -
Regimented Industry and Commerce,
Regimented Agriculture, Government in
Competitive Business, Managed Cur-
rency and Credit, and Managed Foreign
Trade.

Regimented Industry and Commerce

The application of Regimentation to
business has made great strides, We now
have the important branches of industry
and commerce organized into trade
groups, each presided over by a com-
mittee of part trade and part governmen-
tal representatives heading up through
an “Administrator” to the Executive.
There are a number of advisory boards
for variaus purposes whose personnel is
part trade and part bureaucratic. More
than 400 separate trades have been so
organized, estimated to cover 1,500,000
establishments or about 90 per cent of
the business of the country outside of
farming.

In this organization of commerce and
industry the trades were called upon to
propose codes of management for their
special callings, Parts of each of these
codes are, however, imposed by law,
whether the trades propose them or not.
The determination as to who represents
the trade is reserved to the Executive,
and in the absence of a satisfactory pro-
posal he may himself make and promul-
gate a code. He may force deletion of
any proposed provision and may similarly
impose provisions and exceptions.

Each of the codes is directly or in-
directly binding upon every member of
the trade whether he was represented in
its making or whether he agreed or not.
1t has the force of statutory law, enforce-
able by fine and jail through the courts.
Originally the Executive could require
every member of a trade to take out a
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license to do business. In this license he
could impose the conditions under which
persons may continue to do business. The
Executive could revoke a license without
affording any appeal to or protection of
the courts. This licensing power has ex-
pired in general industry but still stands
as an authority to the Secretary of Agri-
culture over all producers, processors and
dealers in agricultural products, That is
a very considerable part of American
business. Except as an example of the
extent of violation of freedom this licens-
ing provision is not important, as the
other provisions and methods are suffi-
ciently coercive without it.

The codes impose minimum wages and
maximum hours and provide, further, for
collective agreement with labor as to
wages and conditions of work beyond the
minimums. By far the major use of the
codes is, however, devoted to the elimina-
tion of “unfair competitive practices.”
This expression or its counterpart, “fair
competition,” has been interpreted not
alone to cover “unethical” practices, but
to include the forced elimination of
much normal functioning of competition
through reduced production, the preven-
tion of plant expansion, and a score of
devices for fixing of minimum prices and
trade margins. From so innocent terms
as “fair competition” and its counterpart
have been builded this gigantic dictation
— itself a profound example of the growth
of power when once granted.

In this mobilization there has been con-
stant use of the term “co-operation.”
However, the law itself makes important
parts of the codes compulsory and by
their indirect powers can impose any of
them. As practical persons observing
their working, we may dismiss voluntary
impulses as the motivation of this organi-
zation. At best it is “coercive co-opera-
tion.” Free will and consent, the essential
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elements in co-operation, have not often
been present. The spirit of the whole
process has been coercive, principally
through the overshadowing authority to
impose the codes and the terror of eflec-
tive deprival to any man of his business
and his livelihood. The mere fact of
charges made by bureaucrats can act to
deprive him of his reputation. Where
such authority arises among free men is
difficult to discern.

Ample evidence of coercion is found in
the bludgeoning proceedings of many
important code conferences, in the
changes forced in some codes, from which
there was no appeal or refuge; in the in-
citement to public boycott; and in the
contracts required in all dealings with
the government itself. One need but read
the vast flood of propaganda, of threat
and pressure, the daily statements of the
administering officials, and follow the ac-
tions of “compliance” boards and other
agencies, in every town or village, to con-
firm the fact of coercion. Men have been
fined or ordered to jail for the crime of
selling goods or services at lower prices
than their competitors. One of the sad
results is the arraying of neighbor against
neighbor, group against group, all grasp-
ing for desperate advantage from the law.

There are “unfair practices” which need
reform because of the failure of some
States to rise fully to their responsibilities.
The codes have served admirably to re-
duce child Jabor by about 25 per cent,
and they have eliminated sweating in
certain trades. They have eliminated
some unethical business practices, but
they have stimulated many more new
ones through “chiseling.” This sort of re-
form is within the powers of the States,
and laws to this purpose have been en-
acted by most of them. If we have de-
termined that we must nationally force
these measures on delinquent States
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and if they be within the constitutional
powers of the Federal Government, then
they can be carried out by specific law
enforced by the judicial arm and do not
require the regimentation of the eco-
nomic system. But in practical working
only a small part of the codes are devoted
to these ends.

The most effective part of code opera-
tions are devoted to limitation of real
competition. It is true that the law pro-
vided that there should be no monopolies
or monopolistic practices. The major
aspiration of those seeking to avoid the
anti-trust acts always has been precisely
the fixing of minimum prices and restric-
tion of output, and these objectives, so
earnestly yearned for in some quarters,
now have been imposed by law. The eco-
nomic results, so far as the trades and
consumers are concerned, are about the
same as if the anti-trust acts had been
abolished. Naturally, if these industrial
regiments hold to discipline they are at
once constituted as complete guild
monopolies as any in the Elizabethan
period, from which we derived much of
our American antagonism to monopoly.

But an equally regrettable social effect
has been that the imposition of larger
costs, and the fixing of minimum prices
and trade differentials crashes down at
once on smaller units of business, If per-
sisted in there can be no destiny of these
processes in the long run but a gradual
absorption of business by the larger units.
All this is in fact the greatest legal mech-
anism ever devised for squeezing the
smaller competitor out of action, easily
and by the majesty of the law. Yet the
small business is the very fibre of our
community life,

Over it all is now the daily dictation
by Government in every town and village
every day in the week, of how men are
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to conduct their daily lives —under con-
stant threat of jail, for crimes which have
no moral turpitude. All this is the most
stupendous invasion of the whole spirit of
Liberty that the nation has witnessed
since the days of Colonial America,

Regimented Agriculture

The farmer is the most tragic figure in
our present situation. From the collapse
of war inflation, from boom, from dis-
placement of work-animals by mechani-
zation, from the breakdown of foreign
markets, from the financial debacle of
Europe, and from drought, he has suf-
fered almost beyond human endurance.

Instead of temporarily reducing the
production of marginal lands by meas-
ures of relief pending world recovery,
the great majority of farmers were regi-
mented to reduce production from the
fertile lands. The idea of a subsidy to a
farmer to reduce his production in a
particular “staple commodity” was ex-
panded by requiring a contract that he
would follow orders from the Secretary
of Agriculture in the production of other
“staple commodities.” Voluntary action
was further submerged by threats that if
he did not sign up he would have
difficulty in obtaining credit.

The whole process has been a profound
example both of how bureaucracy, once
given powers to invade Liberty, proceeds
to fatten and enlarge its activities, and
of how departures from practical human
nature and economic experience soon
find themselves so entangled as to force
more and more violent steps.

To escape the embarrassment of the
failure to reduce production by these
methods, still further steps were taken
into coercion and regimentation. Yet
more “staples,” not authorized by the
Congress to be controlled when the con-
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tracts were signed, were added to the
list. A further step was to use the taxing
power on excess production of cotton and
to set quotas on sugar. Directly or in-
directly, on many farms these devices
create a privilege and destroy a right.
Since only those who have had the habit
of producing cotton and some other com-
modities may now do so, they are given
a monopoly and any other farmer is
preciuded from turning his land to that
purpose.

And recently still further powers were
demanded from the Congress by which
the last details of complete coercion and
dictation might be exerted not alone to
farmers but to everyone who manufac-
tures and distributes farm products. That
all this is marching to full regimenta-
tion of thirty millions of our agricultural
population is obvious enough,

But we are told that the farmer must,
in the future, sacrifice Liberty to eco-
nomic comfort. The economic comfort
up to date may be questioned, as likewise
the longevity of any comfort, for the basic
premise is not tenable.!

The stark fact is that if part of Liberty
to a particular farmer is removed, the
program must move quickly into com-
plete dictation, for there are here no
intermediate stages. The nature of agri-
culture makes it impossible to have regi-
mentation up to a point and freedom of
action beyond that point. Either the
farmer must use his own judgment, must
be free to plant and sell as he wills, or
he must take orders from the corporal
put above him,

The whole thesis behind this pro-
gram is the very theory that man i3

1 Thomas {emﬁerson once said, “Were we directed
from Washington when to sow, and when to
reap, we should soon want bread.” Autoblogra-
phy, Vol 1, p. 118,
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but the pawn of the state. It is a usur-
pation of the primary liberties of men by

government,

Government in Competitive Business

The deliberate entry of the government
into business in competition with the
citizen, or in replacement of private en-
terprise, (other than as 2 minor incident
to some major public purpose), is regi-
mentation of the people directly into a
bureaucracy. That, of course, is Socialism
in the connotation of any sociologist or
economist and is confirmed as such today
by the acclaim of the Socialists.

As an instance we may cite the Tennes-
see Valley Authority, where the major
purpose of the government is the pur-
chase, construction, operation, transmis-
sion, and sale of electricity in the Tennes-
see Valley and neighborhood, together
with the manufacture and merchandising
of appliances, fertilizers, chemicals, and
other commodities. Other instances oc-
cur where Public Works money has been
allotted to the erection of dams and reser-
voirs, and to the construction of power
plants, the major purpose of which is to
undertake the production and sale of
electricity in competition with the citizen.

There have long been instances of pub-
lic works for the real major purpose of
flood control, irrigation, or navigation,
which produce water-power as a by-
product. Here, if the government leases
this power under proper protections to
the public, the competition with the citi-
zen is avoided. Here is one of the definite
boundaries between Liberty and Social-
ism. Under Liberty, the citizen must
have strong regulation of the rates and
profits of power companies to protect
him from oppression by the operator of
a natural monopoly. But where the
government deliberately enters into the
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power business as a major purpose in
competition with the citizen— that is
Socialism.

Still other instances of government
competition with citizens are five corpo-
rations created by the government under
the laws of Delaware, which are engaged
in various competitive businesses cover-
ing the manufacture and merchandising
of commodities.

These entries into Socialism were not
an important emergency call to relieve
unemployment. The total expenditures
provided will employ but a very small
percentage of the unemployed. In fact,
the threat to private enterprise will prob-
ably stifle employment of more men in
the damage to existing enterprises. There
is already an ample private capacity to
supply any of the commodities they pro-
duce, whether electricity, fertilizers, rum,
or furniture. Whatever their output is, its
production wall displace that much pri-
vate employment somewhere. We have
only to examme a fragment of the state-
ments of their sponsors to find that their
purposes, although sometimes offered as
employment, are mn fact further blows
pounding in the wedge of Socialism as a
part of regimenting the people into a
bureaucracy.

There are measures in banking and
credit which might be discussed under
this heading but they are dealt with
elsewhere. And in another chapter of this
book I have dealt at length with the
effect and destiny of Sociahsm.

Managed Currency and Credit

The scope of this survey does not in-
clude a full exammation of monetary,
fiscal, and credit policies. I am here con-
cerned solely with profound departures
from Liberty.

Without entering upon the recent tech-
nical monetary steps taken, it may be said
at once that the intent of the powers

given to alter the unit value of currency
is, by “managed currency,” to enable the
government to change from time to time
the purchasing power of the currency for
all commodities, wages, salaries, and in-
come. One underlying intent of the
monetary measwes was the transfer of
income and property from one individual
to another, or from one group to another,
upon an enormous scale without judicial
processes. Whether the theory under this
assumption will produce the effects in-
tended or not, the intent is definitely
expressed,

The installation of managed currency
required the repudiation of the govern-
ment contract to meet its obhgations
in gold? And the repudiation of the
gold clause extended much farther than
repudiation of government obligations

2 “Why are we gowng off the gold standard® With
nearly 40 per cent of the entire gold supphes of
the world, why are we going off the gold stand-
ard? With ell the ear-marked gold, with all the
securihes of ours that they hold, foreign govern-
ments could withdraw 1n total less than $700,-
000,000 of our gold, which would leave us an
ample fund of gold, n the extremest case, to
maintain gold payments both abroad and at
home.

“To me, the suggestion that we may devalue
the gold dollar 50 per cent means national repu-
diation. To me 1t means dishonor, 1n my concep-
tion, 1t 15 mmoral,

“All the legahishic arguments which the lawyers
of the Senate, men of eminent abiity and refine-
ment, may make here, or have made here, have
not dislodged from my mind the wrrevocable con-
vichon that 1t 15 immoral, and that 1t means not
anly a contravention of my party’s platform 1n
that respect, but of the promises of party spokes-
men duning the campaign.

“Mr President, there was never any necessity
for a gold embargo There 15 no necessity for
making statutory crimmals of citizens of the
United States who may please to take property
in the shape of gold or currency out of banks
and use it for thew own purposes as they may
please. . ..

“If there were need to go off the gold standard,
very well, I would say let us go off the gold
standard, but there has been no need for that.” ~
From the Senate remarks of Mr. Glass, Senator
from Virginia, April 27, 1983.



Hoover + THE CHALLENGE TO LIBERTY

alone, for it changed the value of all con-
tracts between citizens far beyond the
present appreciation of the citizen of its
possible results — if it shall prove to have
the effect which was intended.

One of the major objectives stated was
to reduce unbearable debt. It was as-
serted that the value of the dollar as
represented in its purchasing power for
goods or services had changed from its
value when the original bargains of debt
were made, Under this operation the citi-
zens were regimented into two groups,
debtors and creditors. An empirical and
universal amount of 40 to 50 per cent
was set as the degree of shift in the value
of all property to the debtor regiment
from the creditor regiment.

This act involved the widest responsi-
bility which the government bears to its
citizens, and that individuals bear toward
each other. For fidelity to contract, un-
less determined unconscionable by an
independent tribunal, is the very integrity
of Liberty and of any economic society.
Where the debt of certain groups such
as part of the farmers and home-owners
becomes oppressive, and its social results
to the entire nation are of vital impor-
tance, such a service is justified, but it
should not have been undertaken at the
particular cost of those honest creditors
whose savings have been thus invested
but should have been a special burden
upon the whole nation. But the injustice
is far wider than this.

These monetary acts extend the as-
sumption of unbearable debt over the
whole of the private and public debts of
the nation, That this attempt at universal
shift of 40 to 50 per cent of the value of
all debts was neither necessary nor just
can be demonstrated in a few sentences.
The theary mistakenly assumed that the
distorted prices and values at the depth
of a banking panic were permanent. It
assumed that the recovery from depres-
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sion in progress through the world would
not extend to the United States. Of
even more importance, this theory also
assumed that every single debt had be-
come oppressive; that every single credi-
tor had benefited by about one-half since
the initial bargain; that every single
debtor had lost by this amount; that no
debtor could carry out his initial bargain;
and that the respective rights of every
debtor and every creditor in every kind
of property should be shifted from debtor
to creditor without any inquiry or process
of justice. Debt is an individual thing,
not a mass transaction. The circumstances
of every debt vary.

Certainly the Government cannot con-
tend that its debt was oppressive. No
man has yet stated that the Government
could not have paid its obligations in full.
It was not insolvent, It was not bankrupt.

In large areas of private debt the bor-
rower was amply able to meet his obliga-
tions. In other great areas he had already
profited by large dividends or earnings,
or otherwise by the use of the savings of
lenders which he had deliberately solic-
ited. A huge part of the bond issues of
railways, of power companies, of indus-
trial companies, of foreign governments,
current commercial debt, the bank de-
posits, urban mortgages and what not
belong to these categories,

The evidence of the volume of debts
which require governmental relief as a
social necessity does not by any conceiv-
able calculation indicate more than a
very minor percentage of the total public
and private debt. Extensive provisions
for the adjustment between individuals
of their debts were made by new facilities
under the bankruptcy acts and the fur-
ther relief measures provided through
the use of government credit.

But let us examine the injustice under
this managed currency more perticularly.

In a great category where debt requ.ire&
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adjustment there had already been many
compromises between debtors and inves-
tors, as witness the many reorganizations
of urban building loans, and corporate
and other obligations, which were the
products of inflation. The people’s savings
invested in these cases are required, by
depreciation of the dollar, to submit to
a still further loss,

Most lending is ultimately from savings
which mean somebody’s self-denial of the
joy of spending today in order to provide
for the future. But the borrower is often
enough a person who secured these joys
and is now to be relieved of part pay-
ment, although a large part of these bor-
rowers are able to pay. The man who
borrowed from an insurance company to
build himself a more expensive and en-
joyable house has secured these joys at
the cost of the policyholder, who had
hoped by self-denial to escape depend-
ency. This applies equally to the huge
debt of industrial and commercial busi-
nesses which profited by their borrowings
from the policyholder and the depositor
in a savings bank.

Those self-denying investors — the
thrifty of the nation —who were willing
to accept a low rate of interest in order
to obtain the maximum security, are
under this theory to have the purchasing
value of their savings now shrunken in
exactly the same ratio as the avaricious
who received extortionate rates, or the
reckless who took high risks. The holders
of hard-won savings — the widow’s mite
—invested in 3% per cent first mortgage
industrial bonds are called upon to sacri-
fice the same propartion as the holders of
7 per cent third mortgages. By the trans-
fer of values from the first mortgage
bondholder to the common stockholder
the security of these speculative bonds is
even increased. At once we see the evi-
dence of this in the marked advance in
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the prices of these speculative debts. This
disregard of prudence and this benefit to
recklessness particularly penalizes a very
large part of insurance and the great
public endowment assets.

Ten billions of endowments in edu-
cational, hospitalization, and welfare
activities — creditors whose debtors are
mostly corporations and governments —
are to be depleted in purchasing power.
These endowed institutions give the
leadership necessary to all our vast com-
plex of public institutions. Yet if this
theory eventuate, their activities must
diminish by 40 per cent.

Furthermore, if this theory shall suc-
ceed, in the great bulk of industrial debt,
the empirical reduction of purchasing
power of the regiments of bondholders
transfers this purchasing power to the
regiments of common stockholders. Any
inspection of who are the rank and file in
these regiments will at once demonstrate
the double injustices The holders of
bonds are largely the insurance company,
the savings bank depositor, the small
investor, and the endowed institution.

If this intent of devaluation shall even-
tuate, the transfer of property by govern-
ment fiat from sixty million insurance
policyholders to ten million stockholders
is not even diffusion of wealth. It is fur-
ther concentration of wealth. As a matter
of fact, any survey of the total results
would show (if the theory of these acts
works out) that it will benefit the richest
members of the community, because their
property is, in the main, in equities. The
hardship will fall upon the great mass
of the people who are indirect holders of
obligations through their savings in insur-
ance, in savings bank deposits, as well as
those who directly hold bonds and mort-
gages. That is, in our modern American
economy the rich are more largely the
holders of equities and those of moderate
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means more largely the holders of obli-
gations. Thus the rich hereby become
richer, the poor poorer.

Monetary shifts in their very nature are
mostly irretrievable. There can be little
turning back,

In “managed currency”—a power of
government fiat over the values of wages,
income, and property — we find many by-
products from the invasion of Liberty.
To some academic theorists the Com-
modity Dollar may be perfect. But for
thousands of years the whole human race
has esteemed gold as the final gauge of
values, Whether the sign of the index
number, which is the kernel of this
branch of “planned economics,” be theo-
retically a better gauge or not, the fact
remains that gold is a matter of faith.
Men will long delay full faith in an ab-
straction such as the commodity index,
with its uncertainties of political manipu-
lation or of Executive determination.
This has a pertinent application today.
Those people who are employed are
heaping up their savings. Yet these po-
tential investors have hitherto hesitated
to loan their savings aver a long period,
not knowing with what they may be paid
in years to come nor what their rights
may be. The durable goods industries
are dependent upon this investment in
the form of long-term credits. At the
same time the country has an accumu-
lated need for a vast amount of homes
and equipment. As these credits are
much restricted, vast numbers out of
work suffer the injustice of cruel delays
in otherwise possible employment.

How far the Regimentation of banking
and the government dictation of credit
through various government agencies may
extend is not yet clear. There are national
stresses in which the government must
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support private financial institutions, but
it is unnecessary for it to enter into com-
petitive business to accomplish this. And
lest the government step over the line
into Socialism this supporl must be
limited to activities where there is no
competition, or so organized as ultimately
to be absorbed into the hands of private
ownership. The original Reconstruction
Finance Corporation is an example of the
former and the Federal Reserve Banks,
the Home Loan Banks, the Federal Land
Banks, of the latter. There are, however,
some of the new financial agencies and
some uses being made of the old agencies
which forecast occupation beyond these
fields, and threaten dictation as to who
may and who may not have credit. The
threat to farmers of withholding credit to
force them to sign crop contracts with
the government is a current example of
possibilities.

The reduction of the independence of
the Federal Reserve Board and the Farm
Loan System to dependency upon the
political administration, the provisions
for appointment of officials in the banks
by government agencies, and certain pro-
visions in the new regulatory acts, all at
least give enormous powers of “managed
credit.”

If the purpose of all these activities
is to enable the government to dictate
which business or individual shall have
credit and which shall not, we will wit-
ness a tyranny never before contemplated
in our history.

The wounds to Liberty — and to justice
upon which Liberty rests — in these mone-
tary actions and policies are thus myriad.
It is again a specific demonstration of a
sacial philosophy defensible only on the
ground that the citizen is but the pawn
of the state — the negation of the whole

philosophy of Liberty. Executive power
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over the coin is one of the oldest com-
ponents of despotism,

Managed Foreign Trade

There is another segment of National
Regimentation into which these other
segments immediately force us, and that
is foreign trade. The whole theory of
controlled domestic production and prices
falls to the ground unless imports also
are rigidly controlled. As managed in-
dustry and agriculture operate, the nation
must be surrounded with barriers which
insulate it from economic currents be-
yond its borders. Going off the gold
standard theoretically raised most tariffs
40 per cent, and theoretically imposed
that barrier against goods on the free list
as well. The additions to tariffs by the
amount of the processing taxes are fur-
ther indications of the inexorable mount-
ing of trade barriers under such a plan.

There can be no escape from constant
international difficulties. These difficul-
ties were great enough when the govern-
ment made a fixed tariff upon 34 per
cent of the imports based upon a simple
proposal of differences in cost of produc-
tion at home and abroad, and allowed 66
per cent of its imports to enter freely,
and when it treated every nation alike.
But when, in effect, it places barriers of
one sort or another on the whole 100 per
cent of imports by currency and exchange
manipulation, when these barriers are to
shift with every government-made price
in industry, when they are to be made to
vary by favor in trading with different
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nations, through reciprocal tariffs, then
there is no doubt we also have joined
in the world economic war already dis-
astrously in progress. That economic war
is steadily drying up the standards of
living of the world, our own included,
and it is drying up the outlets for human
initiative. The hope of the world in an
economy of plenty through the huge
increase in productive power which sci-
ence has given us threatens to be stifled
by these processes of nationalism and
regimentation.

Men can higgle with each other in the
markets of the world and there is no rip-
ple in international good-will, but when
governments do the higgling, then the
spirit of antagonism between peoples is
thrice inflamed.

This brief survey of examples of ex-
perience up to this time is sufficient to
make clear the definition and nature of
National Regimentation and its progress
in the United States. There are other
channels in which our economic and so-
cial life is being regimented which could
be developed. These instances are cer-
tainly sufficient to show that its very
spirit is government direction, manage-
ment, and dictation of social and eco-
nomic life. It is a vast shift from the
American concept of human rights which
even the government may not infringe to
those social philosophies where men are
wholly subjective to the state. It is a
vast casualty to Liberty if it shall be
continued.



Earl Browder: WHAT FOLLOWS AFTER THE
ROOSEVELT VICTORY

ET us... [consider] what follows after
the Roosevelt victory [ie., his re-
election in 1936]. The balloting on No-
vember 8 could be called “the great
repudiation.” The large majority of
people were first of all voting against
Hearst, against the Liberty League,
against Wall Street, against Landon,
against reaction, fascism and jingoism.
That is the first and most important
significance of the election. It was a
smashing defeat for reaction. But, though
defeated, the forces of reaction were
not routed. They are reforming their
lines for new attacks, preparing new
methods to gain the same ends they
sought in the election. Forced to drop
their plans to challenge the validity of
the election, which they clearly had in
mind in expectation of a close vote, the
reactionaries, faced with a tremendous
majority for Roosevelt, suddenly turned
an about face and began to make love
to Roosevelt. Hearst, who the day before
election denounced him in the same
terms as he does the Communists, against
whom he incites Iynch law, suddenly
found in Roosevelt the qualities of an
Andrew Jackson of the twentieth century.
If Roosevelt wants support from them,
the reactionaries tell the world, he can
get all he wants, for a “sane” policy that
will curb the “wild men” who got into
Congress in the landslide, in far too large
numbers for reactionary comfort. The de-

Inc. Reprinted by permission of the author.

feated reactionaries hoped to recoup their
fortunes through the Democratic Right
wing, through influencing Roosevelt,
through splitting the Democratic Party,
and through the Supreme Court.

The Communist Party sees in the over-
whelming defeat of reaction in the elec-
tions a great opportunity for the forces
of the People’s Front to move forward,
for labor to achieve some of its demands,
for all of the oppressed to win improve-
ments in their situation. But this cannot
be done if we sit and wait for someone
to bring things to us on a platter. It will
not happen if the masses rely upon
Roosevelt. Progress can only come if we
use the opportunity for organization and
struggle on a broader and more deter-
mined line than ever before.

Evidence that millions of workers un-
derstand this point is to be seen in the
rising movement in various industries, in
marine, steel, clothing, textile and others.
These workers know that now is the
favorable time to gain demands, but that
without organization and struggle noth-
ing will happen. There is a mounting
mood of confidence and readiness to
struggle. This is the mood that must be
roused, stimulated and organized to drive
the whole movement forward for the
People’s Front.

Of course, the Democratic Party lead-
ers and Roosevelt want nothing of the
kind. They want everyone to be quiet

From The Pef{ple’s Front by Earl Browder, copyright 1838 by International Publishers Company
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and wait for whatever the new Congress
will bring them. The Democratic Party
wants to restore good relations with its
extreme Right wing and with the re-
actionaries generally and still continue
to absorb all Farmer-Labor Party senti-
ment and prevent its crystallization.

The A. F. of L. Executive Council,
instead of leading the labor movement
forward, pulls back and condemns even
such hesitant efforts as Labor’s Non-
Partisan League and the C.LOJs steel
drive. It is ready to split the whole labor
movement rather than permit progress.

The C.LO. unions, while moving for-
ward for industrial organization, are
marking time politically, waiting for new
developments instead of helping bring
them about. The statement of Labor’s
Non-Partisan League after the elections
sounded only the call to be alert and to
be ready for a possible realignment in
1940, but there was not a word about
helping create this realignment. We can
by no means agree with this passive atti-
tude but must point out that it is an
obstacle to progress.

The employing class is naturally aware
of the mounting spirit for struggle of the
masses and they are trying to head it off.
That is the significance of the large
number of voluntary pay increases that
have been announced since the elections.

Only the organization and struggle for
the masses, independent of capitalist
parties and politicians, will realize their
demands and expectations, through Con-
gress and outside of Congress, and pre-
pare the way for greater concessions
later on.

True, the masses have “great expecta-
tions,” as the New York Times expressed
it, as a result of the defeat of reaction.
They believed in the promises made to
them. They expect higher wages and
lower hours, with protection of the right

of collective bargaining and trade union
organization, They expect adequate re-
lief and public works to care for the
eleven million unemployed; and they are
in the mood for sharp struggle to achieve
these. They expect the improvement of
the old-age pensions and social security
law, and their extension to the whole
population. They expect the wiping out
of sweat-shops and child labor. The Ne-
groes expect some of the equality that
Ickes talked to them about. The farmers
expect more relief from their burdens.
The young people expect further help
from the government. The masses expect
a curb to be placed on the usurped
powers of the Supreme Court. They ex-
pect the United States to take an active
part in preserving peace in the world.
They expect greater civil liberties.

All of these great expectations consti-
tute the mandate given to Roosevelt
by the overwhelming majority of his
27,000,000 supporters. It is these great
expectations which must be transformed
into the moving force for the creation of
the People’s Front and the independent
struggle and organization to realize these
things.

The crushing defeat of the Republi-
cans hastened the disintegration of the
old two-party system. It brought closer
the growing split of the Democratic
Party, the party which united progres-
sive and reactionary elements in the elec-
tion, elements which cannot long con-
tinue in the same party. It strengthened
all the progressive tendencies among the
voting population. All these things im-
prove and broaden the prospects for the
building of the People’s Front. We can
say that these prospects are much better
than ever before.

But at the same time, while improving
and broadening the prospects for a na-
tional Farmer-Labor Party, this very
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progress brings about a temporary delay
in the organizational unity of all these
forces in a definite national organization.
Now more than ever there is a fear
among many progressives of prematurely
forming such a party and thereby nar-
rowing it down, leaving behind and out-
side serious forces which can be brought
in a little later or in a different form.

We want to hasten the formation of a
national Farmer-Labor Party as much as
possible. It was the absence of such a
party in the last elections which seriously
held back the growth of labor’s power.
Even the national application of the tac-
tic of the American Labor Party in New
York would have been a great advance.
The closest thing we got to a national
concentration of the Farmer-Labor Party
forces was the valuable but very limited
Chicago Conference of May 80. This pro-
duced no effective organization but only
a platform. The Chicago platform alone,
however, by its stimulating effect on all
local movements, proved the tremendous
role that can and will be played by a
really effective national united front of
all the progressive movements and or-
ganizations. That is what we have in
mind when we call for a national Farmer-
Labor Party.

We must soberly estimate, however,
the moods and trends among the broad
progressive ranks. We must find the way
to unite the movements already outside
of and independent of the Democratic
Party and Progressive Republicans to-
gether with those that are still maturing
within the old parties, and not yet ready
for full independence. This means that
we must conceive of the People’s Front
on a broader scale than merely the exist-
ing Farmer-Labor Party organizations.
We must conceive of it on a scale that
will unite the forces in the Farmer-Labor
Party and other progressives together

with those forces crystallized in some
form or other but not yet independent
of the old parties.

Our experience in Washington and
California confirms the correctness of this
judgment. There is not the slightest
doubt that we were correct in establish-
ing the united front of these movements
which were not yet independent of the
Democratic Party. The struggle to real-
ize the mandate of the elections will still
further broaden and erystallize those pro-
gressive movements. We cannot, like
Norman Thomas, wash our hands of
these growing movements and demand
that they spring forth overnight fully
grown and mature, before we will recog-
nize and work with them. We must be
ready to help them through birth pangs
and nurture them through all the diffi-
culties of infancy.

There cannot be a blue-print which
will answer by formula how the People’s
Front is to develop uniformly through-
out the country. We must study the real
forces at work among the people and
their relations concretely, and find a way
acceptable to these progressive forces
which will unite them on a state scale,
and later nationally. This broader unity
will have to, for a time, at least, include
in most places forces outside and inside
of the two old parties. This is a necessity
at present for the development of the
Farmer-Labor Party on a broad mass
basis.

More than ever now, we must empha-
size that in the People’s Front, and in
the existing Farmer-Labor Parties which
already realize in part the People’s Front,
we are not trying to obtain a camouflage
for the Socialist and Communist Parties.
In the People’s Front we must at all costs
include non-socialist progressives who
will for a longer or shorter time be the
overwhelming majority. Our aim in the -
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People’s Front is to organize the majority
of the people in the shortest possible
time, against the worst reactionaries and
exploiters, and get the maximum possible
control of the government in the hands
of this progressive majority. And we
must say that the results of the election
showed, more than we ever saw before,
the possibility of achieving this.

Roosevelt and his close supporters, of
course, want to create the impression
that the people already have achieved
this goal through his re-election. This
illusion if not fought against can become
an obstacle to the further growth of the
People’s Front, It will be fully dispersed
only in the course of struggle, in inde-
pendent struggle on the economic and
political field to realize the great expec-
tation of the workers; first of all in the
industries, in the fight for wages, hours
and unionization, and, second, in the
legislative assemblies of the states and
the national congress in the fight for
social and labor legislation.

We do not need to waste time, as
some people do, in speculations as to
whether Roosevelt will turn Right or
Left, although our prediction of a Right
turn by Roosevelt as expressed before
election is being realized in the adminis-
tration’s relief policy today. From past
experience we know that his course will
be determined in its major aspects en-
tirely by the course of the road. Roose-
velt always tries to find the middle of
the road. If the road turns right he turns
right. If the road turns left, he will turn
left. The road of national life will be
determined not by Roosevelt's mind or
tendency, but by the relationship of
forces, by the independent struggle of
the masses in the economic and political
fields. A strong and successful move-
ment to organize the mass production
industries will change the course of gov-
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ernment and of Roosevelt to the Left
more than all the persuasive arguments
in the world.

Likewise, we need not be afraid that
the workers and farmers will win too
much through Raosevelt and will thus
dull their appetite for more and make
them conservative. We must encourage
the masses to win everything possible
through the election victory of Roose-
velt, showing them that this can only be
done through organization and struggle,
and through political independence from
Roosevelt, We can be quite sure that
every gain under these conditions will
only sharpen their appetite for more,
while having increased their knowledge
and their power to gain more.

Neither do we need to speculate on
the question as to whether on a national
scale the People’s Front will be realized
only in the form of a Farmer-Labor
Party, or through its combination with
other forms of organization and struggle
of the masses. It is sufficient at this
moment to take note of the necessity in
many states to work for a time at least
also through broader and less definitely
crystallized forms than the Farmer-Labor
Party. What will finally come out on a
national scale will to a large degree be
determined by the relation of forces
within the Roosevelt following, between
reactionary and progressive trends and
forces. A split in that following is sure
to come, but its form on a national scale
is still impossible to predict with cer-
tainty. In this struggle we will also par-
ticipate, and we will have many difficult,
complicated, and dangerous problems to
solve in organizing and influencing the
masses in the struggles that take place
within the Democratic Party and in some
progressive sections of the Republican

Party.



Basil Rauck: LAUNCHING THE SECOND
NEW DEAL: 1935

HE President’s Annual Message to

Congress on January 4, 1935,
launched the Second New Deal. It an-
nounced a fresh start almost as if a new
administration were being inaugurated.
Achievements of the previous two years
were dismissed perfunctorily: credit was
taken for recovery only in the fields of
agriculture, industrial production, and
profits. Social justice was the new goal.
Reform was declared to be inseparable
from recovery. The ultimate human ob-
jectives of reform the President sought
to rescue from the confusion of piece-
mea! efforts:

We find our population suffering from old
inequalities, little changed by past sporadic
remedies. In spite of our efforts and in spite
of our talk, we have not weeded out the
overprivileged and we have not effectively
lifted up the underprivileged.

This did not mean that the “profit mo-
tive” would be destroyed; but its defini-
tion was fairly unorthodox:

By the profit motive we mean the right by
work to earn a decent livelihood for ourselves
and for our families.

The attitude towards more conventional
definitions of the profit motive was made
clear:

We have . . . 2 clear mandate from the
people, that Americans must forswear that
conception of the acquisition of wealth
which, through excessive profits, creates un-
due private power over private affairs and,
to our misfortune, over public affairs as well.
In building toward this end we do not de-
stroy ambition, nor do we seck to divide our
wealth into equal shares on stated occasions.
We continue to recognize the greater ability
of some to earn more than others, But we
do assert that the ambition of the individual
to obtain for him and his a proper security,
a reasonable leisure, and a decent living
throughout life is an ambition to be preferred
to the appetite for great wealth and great
power.

Security of the men, women, and chil-
dren of the nation was named as the
central objective. A program was sub-
mitted to Congress designed to establish
three types of security —“a program
which because of many lost years will
take many future years to fulfill”
Stranded populations in the city and
country should be rescued by better use
of natural resources and intelligent dis-
tribution of means of livelihood. Un-
employment and old-age insurance, bene-
fits for destitute children, mothers, sick
and physically handicapped persons
should provide security against the major
hazards of life. Housing was the third
part of the program. Each of these prob-
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lems of security had already been the
subject of experimentation and compre-
hensive studies. But the President now
gave up expectation that unemployment
would be solved immediately by private
enterprise and the NRA, and asked that
it be dealt with in ways which would
carry out the program for security. Re-
covery would be stimulated by the fed-
eral government pouring purchasing
power into the hands of the least privi-
leged groups, rather than by encourag-
ing price rises which would increase
profits and “seep down” in the form of
higher wages to groups which would use
their increased purchasing power to
stimulate recovery. The shift from the
latter program to the former, which was
the shift from the First to the Second
New Deal, was neither absolute nor sud-
den. The most practical justification for
the change was the failure of the First
New Deal, particularly NRA, to produce
sound economic recovery, and the se-
curity program of 1835 was launched
only after thorough experiment with the
more conservative methods of achieving
recovery.

The justification which the President
offered for the new approach to un-
employment was the “stark fact” that in
spite of employment gains under NRA
and the PWA program, approximately
five million unemployed were still on the
relief rolls. To continue to dole out re-
lief to them would produce “spiritual
and moral disintegration fundamentally
destructive to the national fibre.” The
millions who were being attracted by the
Townsend Movement, Father Coughlin’s
Social Justice, Huey Long's Share-Our-
Wealth, and many other panaceas were
perhaps in the President’s mind when he
spoke of saving “not only the bodies of
the unemployed from destitution but also

their self-respect, their self-reliance and
courage and determination.”

An estimated one and a half million
who were on the relief rolls were un-
employable. These the President wanted
turned back to local agencies which
would be assisted by federal social-
security funds. The remaining group
were employable, and Congress should
establish a greatly enlarged and unified
plan to provide employment for them by
the federal government on projects such
as slum clearance, rural electrification,
and soil reclamation which would at the
same time serve other purposes of the
security program. The new work relief
program would supersede FERA and all
but a few normal public building opera-
tions of the PWA. Payment of the work-
ers should be at a security wage level,
higher than the existing dole but not so
high as to discourage acceptance of pri-
vate employment.

Besides the security program, the
President suggested legislation to clarify
and renew the National Industrial Re-
covery Act, strengthen anti-crime meas-
ures, reform public-utilities holding-com-
pany practices, and improve the forms
and methods of taxation. Abnormal
world conditions required continuation
of acreage control in agriculture.!

The broad political significance of the
launching of the security program of
1985 was that it ended the period dur-
ing which the administration had sup-
ported economic policies of businessmen
and established new ties of mutual sup-
port between the administration and all
other groups of the population. The Mes-
sage contained no invitation to business-
men to cobperate with the new program.
By its nature they could have no imme-

1 Public Papers . . . of F. D. Roosevelt, IV, 15-95.
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diate effect upon its success or failure,
Rather a warning was issued that specu-
lative profits should not be sought or any
action taken which would slow the
program,

Many developments influenced the
formulation of the new program. Domi-
nant groups of businessmen had shown
their determination to resist all compro-
mise or codperation with the administra-
tion when its policies had been drawn
up partially by business leaders and were
designed to benefit all groups equally.
This resistance was climaxed by the or-
ganization and activities of the Liberty
League which drew class lines across
party divisions. Thus it could be said
that issues of class interest and antago-
nism had been introduced not by the
administration but by its opponents. The
defeat of the Liberty League in the 1634
elections resulted in a new Congress
which was eager to carry out an anti-
business program as an inevitable conse-
quence of the efforts of the League to
override party divisions and elect Con-
gressmen on grounds of class interest.
If conservative Democrats abandoned
their party in favor of a program which
exclusively benefited property interests,
the obvious strategy of the leaders of the
Democratic Party was to design a pro-
gram which should appeal more exclu-
sively to farmers and laborers, and com-
pensate for the loss of conservative sup-
port by winning over the minority of
farmers and laborers who had remained
loyal to the Republican Party.

The rise of the Committee for Indus-
trial Organization, which brought em-
ployees of the great mass production in-
dustries into the labor movement and
added a new militancy to it, also influ-
enced the new orientation of the admin-
istration. The CIO and its aggressive

leader, John L. Lewis, were determined
to take advantage of the promises which
had been made to labor during the early
days of the NRA. They had fought the
conservative unionism of the American
Federation of Labor which was easily de-
feated by labor spying and company
unjonism in the mass-production indus-
tries. The refusal of businessmen to deal
with organized labor had quickly disillu-
sioned the CIO with the promises of
businessmen and the administration, and
it strove to end the tolerance by the
administration all through 1934 of the
refusal of businessmen to codperate with
the recovery program in ways favorable
to labor. More broadly, the rise of a mili-
tant labor movement in the United States
was contemporaneous with the suppres-
sion of the labor movement and the rise
of reaction and fascism abroad, which
led many Americans to welcome the
growth of a powerful labor movement as
a guaranty against the spread of fascism
to the United States. Many leading
American writers who had abandoned
hope for the cultural and political health
of their country during the period of re-
action after the First World War were
appalled by the ferocious forms which
reaction assumed abroad. They began to
rediscover the values of American de-
mocracy, and to work in sympathy with
the labor movement to renovate and
strengthen the institutions of democracy
as protection against American reaction.
Innumerable novels, dramas, and his-
torical, economic, social, and political
studies were published which expressed
resurgent faith in American institutions
and exposed the meaning and danger of
reaction. The Second New Deal was syn-
chronized with the new currents of
American thought, and the growing ranks
of liberals, who had been largely skepti-

on Sviid
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cal of, and even opposed to, the First
New Deal, gave ardent support to the
administration.

That the administration was lagging
behind rather than leading the labor
movement and resurgent liberalism was
suggested by the limited scope of the
security program as compared with the
subsequent enactments of Congress. Sev-
eral of the most important laws of the
Second New Deal, including the Wagner
Labor Relations Act and the Fair Labor
Standards Act, were still opposed by the
administration. The security program it-
self was eagerly and completely enacted
by Congress. On January 17, the Social
Security Bill was introduced and strongly
recommended in a special message. The
Bill looked to the states to assume re-
sponsibility for the relief of unemploy-
ables, but federal aid was offered to the
states for this purpose and for health
service agencies in proportion to the
states’ own appropriations. A federal tax
on employers’ payrolls, beginning at 1
and reaching 3 per cent in 1939 would
build up funds for unemployment insur-
ance. States which established approved
insurance systems suited to local needs
could receive and administer up to 90
per cent of the payments which employ-
ers within their borders had made. The
remaining 10 per cent would be used
to aid the states in meeting administra-
tive expenses. The only feature of the
Bill which would be exclusively federal
was a plan for old-age pension insur-
ance under which a tax of 1 per cent on
both the wages of employees and the
payrolls of employers would reach 3 per
cent in 1949, and provide funds for pen-
sions of from $10 to $85 per month for
life for qualified employees who retired
at 65.

Extensive hearings were held on the
Bill. Most of the criticism came from
those who considered it too limited in

scope. The organized ranks of Dr. Town-
send’s Old Age Revolving Pension move-
ment made a determined effort to sub-
stitute their scheme, which called for
payments of $200 per month to the aged,
to be derived from a universal 2 per cent
tax on commercial transactions. The cost
was estimated to be $20,000,000,000 per
year, but since recipients would be re-
quired to spend their checks each month,
it was expected that the depression
would be incidentally cured. Townsend
was put on the stand at the hearings on
the administration Bill, not to provide a
platform for him, but to discredit his
movement by revealing the unsoundness
of its theory, and by airing the squab-
bles among its leaders, the unsavory
character of some of them as well as the
private gains which they made from the
contributions of their members. The mo-
tive was to turn the sincere followers of
the Townsend movement against it and
to attract them to the moderate program
of the administration.

Spokesmen of the American Federa-
tion of Labor opposed the taxes on wages
and payrolls, and proposed new taxes on
incomes as the source of insurance funds.
Many objections were made to the cut-
ting down of purchasing power by taxes
on wages. This argument was adopted by
some conservative opponents of the Bill.
President Emery of the National Associa-
tion of Manufacturers declared that in-
dustry did not want to pay taxes for the
social security of its employees. At the
other extreme of opinion, Earl Browder,
the head of the Communist Party, op-
posed the Bill on the ground that it was
the responsibility of the wealthy alone
to provide all funds needed for the relief
of the unemployed, the aged, and other
disadvantaged groups.?

2 Senate Hearings: Committee on Finance (74th

Congress: st Session), Vol. 15, pp. 922, 1217,
et passim.
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Supporters of the Bill found them-
selves in the position of moderates who
refused to intensify radicalism by reject-
ing all proposals but made concessions
which would minimize agitation for ex-
treme measures, The only important diff-
culty over passage developed in a strug-
gle between the Senate and the House
for incompatible amendments. After a
deadlock all amendments were aban-
doned except one to eliminate the ad-
ministration’s proposal that workers be
allowed voluntarily to buy larger annui-
ties than the compulsory pensions would
provide. This amendment was a conces-
sion to private insurance companies
which would have found the government
competing with them for business.

The Social Security Act was passed in
August and signed by the President with
the statement that it did not provide
complete protection against the “hazards
and vicissitudes of life,” but would give
“some measure of protection to the aver-
age citizen,” and by flattening out the
peak of inflation and the valleys of
deflation would lessen the force of pos-
sible future depressions and provide “an
economic structure of vastly greater
soundness.”

In his Annual Budget Message of
January 3, the President requested that
$4,000,000,000 be appropriated for giv-
ing work to employables on the relief
rolls. This amount would be added to
the national debt, all other expenses of
the government being met by income.
On January 24, he submitted the Reports
of the National Resources Board and the
Mississippi Valley Committee of the
PWA, in order to demonstrate how re-
lief work would be integrated with
planned development of natural re-
sources, especially land and water. In
April, Congress appropriated funds, and

8 Public Papers . . . of F. D. Roosevelt. IV, 824.

on May 6, the Works Progress Adminis-
tration was established.

Harry Hopkins was made Administra-
tor of the WPA, and as head also of the
FERA, he had direct charge of trans-
ferring unemployables to local relief
agencies and employables to the WPA
projects. A Division of Applications and
Information received suggestions for
projects from any public or private
source, and the Advisory Committee on
Allotments transmitted plans to the Presi-
dent for approval and assignment of
funds. The WPA utilized some forty ex-
isting administrative agencies of the
federal government to organize projects
which fell in their fields. Three impor-
tant new agencies were organized: the
Agricultural Resettlement, Rural Electri-
fication, and National Youth Administra-
tions. For smaller projects such groups
were organized as the Federal Theatre
Project, the Historical Records Survey,
and many others. Some estimate of the
variety and scope of WPA projects may
be obtained from a random selection of
a small fraction of its accomplishments
during its first two years: 1,634 new
school buildings, 105 airport landing
fields, 3,000 tennis courts, 3,300 storage
dams, 103 golf courses, 5,800 traveling
libraries established, 1,654 medical and
dental clinics established, 36,000 miles
of new rural roads, 128,000,000 school
lunches served, 2,000,000 home visits by
nurses, 1,500 theatrical productions, 134
fish hatcheries, 1,100,000 Braille pages
transeribed, and 17,000 literacy classes
conducted per month.4

The great majority of WPA workers
were unskilled laborers, but projects
were organized whenever possible to use
skilled and professional workers in activi-
ties for which they had been trained.
Wages during the first year were paid

41bid., v, 683-666.
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on the “security” basis at a level higher
than relief payments but lower than pre-
vailing wages, and ranged from $15 per
month for unskilled farm labor in the
South to $90 per month for professional
services in New York City. The objec-
tion that security wages encouraged pri-
vate employers to lower their wage
scales, especially after the invalidation
of NIRA, led the administration in 1936
to raise the hourly rates on WPA proj-
ects to the prevailing level, but to re-
duce the number of hours worked per
month so that the monthly totals re-
mained at the security level,

The WPA was attacked through its
stormy career from opposite viewpoints.
Workers especially in the largest cities
organized themselves into unions, of
which the Workers’ Alliance became the
most militant. Even traditionally indi-
vidualistic artists organized a union.
These groups demanded the rights
usually advocated by labor unions, espe-
cially representation on the administra-
tive level, and on a few occasions con-
ducted strikes against the WPA. The
administration ruled that workers could
not strike against relief of their economic
distress, but efforts were made to receive
and consider workers’ proposals. These
chiefly concerned details of administra-
tion and opposition to systems of dis-
charging workers periodically. Failure to
give work to all the eligible unemployed
and frequent dismissals were also criti-
cized. On the other hand, the WPA be-
came a chief target of opponents of the
administration. Charges of waste, cod-
dling, and vote-getting motives became
common. The WPA worker leaning on
his shovel between rare dabblings in the
dirt became a standard cartoon figure
and the butt of innumerable jokes,
Where labor efficiency could be meas-

ured, as on building projects, it was
demonstrated that WPA labor was less
productive than labor privately em-
ployed. To this the administration could
answer that private employers had natu-
rally dismissed their least efficient work-
ers, and that the difference in cost be-
tween direct relief and the WPA pro-
gram was more than repaid by the vast
quantities of useful projects which were
completed. And the use of work relief
as a means of restoring purchasing power
and achieving recovery seemed to be
justified by the general prosperity which
set in late in the summer of 1935 and
suffered no relapses as had all previous
upswings, for two years, after which the
“recession” of 1937 followed the dis-
missal of the majority of WPA workers.

The Resettlement Administration was
the response of the administration to the
growing recognition that the AAA pro-
gram did not aid, and in some respects
injured, smaller diversified farmers, ten-
ants, sharecroppers, and migrants. The
main interest of the RA was in the farm-
ers whose land was not productive
enough to repay cultivation. The pres-
ence of over one million farm families
on relief rolls had caused the FERA to
undertake demonstration projects where-
by submarginal land was purchased and
devoted to forest, wild life, park, grazing,
and other uses which were calculated to
end erosion, restore productivity, and
make the land socially useful. These
projects were turned over to the RA and
WPA labor was used on them. RA credits
aided farmers from submarginal lands to
resettle on productive land where their
labor might become profitable. From the
Department of the Interior, the Subsist-
ence Homesteads Division was also taken
over by the RA with its projects which
were continued on a modified basis. In-
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dividual acreage was enlarged to provide
a higher living standard, and the amorti-
zation period of loans was extended.
The RA also attacked the problem of
farm tenancy, which had been growing
at an alarming rate until over 40 per cent
of all farmers had become tenants. Farms
were bought by the RA and sold on easy
terms to tenants selected for their char-
acter and ability. Various types of reha-
bilitation work were carried out, such as
the granting of small emergency loans,
assistance ta groups of small farmers in
buying heavy farm machinery on a co-
operative basis, instruction in better
farming methods, and assistance to
young people to establish themselves as
farmers. The most controversial activity
of the RA was the creation of the Green-
belt Towns, which were experiments in
planned suburban communities for low-
income city workers. Each community
was built by WPA labor and designed
for about seven hundred families as a
village surrounded by a belt of farm and
wood lands on which the residents could
supplement their wages. A corporation
of which al] the villagers were members
governed the town, paid taxes, and col-
lected rents out of which it repaid to the
government its investment. Only three
communities were established in the
vicinity of Washington, Cincinnati, and
Milwaukee. These and the subsistence
homestead communities, of which about
thirty were organized, were storm cen-
ters of controversy. They were cited as
proof that the administration harbored
socialist or collectivist plans and wished
to undermine individualism by regi-
mentation and assertion of government
responsibility, Those who sympathized
with the experiments pointed to the free
and self-governing institutions of the
communities, the incentives to ambition

for better living which they provided,
and their value as experiments for the
possible solution of pressing economic
and social problems.

An important criticism of the RA was
that it encouraged the increase of agri-
cultural production at a time when the
AAA was seeking to reduce it in the
interest of higher prices. In answer to
this the President wrote:

The task of resettling is to take farm fami-
lies off . . . inferior land and move them to
land where they can rajse a fair proportion
of the total national crop of any particular
product, That total national crop, in turn, is
so controlled by a crop-reduction program
that a decent price may be obtained for all
the farmers who have together produced that
total. It is not that each resettled farmer is
necessarily going to raise more crops on his
new land than he did on his old. The impor-
tant point is that when he does raise his share
of the total crop, he is not compelled to lose
money because of the difficulty and expense
of making his bad land produce his farm
products.5

The scope of the work of the RA was
not sufficient to make it more than an
experimental demonstration. After two
years only 5,000,000 acres had been pur-
chased, and 4,441 families had been re-
settled.® Cultivation of sub-marginal land
and farm tenancy were only slightly
affected, and sharecropping not at all.
The Southern Tenant Farmers Union was
organizing sharecroppers with some suc-
cess, and it protested that the administra-
tion's major agricultural program, the
AAA, was injuring all farm groups except
the larger owners. The growing class of
migrant farm laborers was the most dis-
tressed of all farm groups. The RA was

5 Public Papers . . . of F. D. Roosevelt, IV, 152.
6 Ihid,, pp. 148-151.
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only an intermediate step towards the
general solution of the problems of
poorer farm groups, which was not un-
dertaken until the Farm Security Admin-
istration was established in 1937.

The Rural Electrification Administra-
tion was established in May, 1935, to
provide loans at low interest and WPA
labor for the extension of power lines to
farm homes where private utilities found
too little opportunity for profit to under-
take the investment. The sales of electri-
cal appliances were expected to be stim-
ulated by the REA program. Priority was
given to projects which would distribute
the power of publicly owned plants. In
some areas conflicts developed between
private companies whose owners feared
the regulation of their rates which public
ownership of power lines would make
possible, and the REA projects. The
threatened development of REA lines
frequently stimulated the extension of
power lines into rural districts by private
companies and the lowering of their
rates.

The National Youth Administration
which was established in June, 1935, was
intended to give to unemployed young
people “their chance in school, their turn
as apprentices and their opportunity for
jobs —a chance to work and earn for
themselves.™ The problems of youth
were particularly acute by 1935, Besides
the obvious results of the depression, the
NRA had caused industries to discharge
about 1,500,000 workers of under 16
years, and minimum wage scales caused
employers to give wark to experienced
laborers rather than to train apprentices.
The Civilian Conservation Corps was ex-
panded and placed under the WPA, but
it gave work to only a half million boys
at most, and none to girls. Early in 1935,

? Ibid,, p. 281,
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a survey showed that 8,000,000 people
between 16 and 25 years of age were on
relief, or one in every seven. Tens of
thousands had left dispiriting homes and
taken to roaming as tramps. Many turned
to erime as 2 means of livelihood.

As an emergency measure the WPA
established shelters to care for transient
youths. The main object of the NYA was
to return young people to schools and
colleges and otherwise prepare them for
socially constructive careers. In all cases
work experience rather than direct relief
payments was used to inculcate self-
reliant habits. Schools and colleges were
provided with funds and given control
over their expenditure for part-time em-
ployment of students in clerical, library,
laboratory, and other positions in the in-
stitutions. Vocational training, guidance,
placement service, and apprentice agree-
ments with private employers were or-
ganized by the NYA. Special PWA proj-
ects which would provide valuable work
experience were developed for the em-
ployment and training of young people.
By 1936, almost 600,000 were being
reached at a given time by the various
NYA activities. A striking feature was
the participation of the young people
themselves in the administration of the
NYA, which was encouraged as training
in citizenship.

During this period political organiza-
tions of youth, some of which were radi-
cal, attracted growing memberships, and
a large number of them federated into
the National Youth Congress. The latter
organization attracted wide attention by
its militant demonstrations against war
and fascism and in favor of more thor-
ough-going relief and reform policies by
the government. Such activities some-
times caused more worry than did the
problems which the depression had
brought to youth, and led to the accusa-
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tion that the administration was coddling
young people and nourishing class an-
tagonisms. Supporters of the NYA argued
that it gave to youth a practical demon-
stration of the creative and corrective
powers of democracy and of the social
value of work and self-help, which would
compensate for the economic ills which
made radical political solutions popular.
If socialism attracted youthful supporters
during these years, it was a remarkable
fact that in the United States alone of
all industrial nations, fascism won practi-
cally no adherents among young people.

The third part of the security program,
“decent homes,” was not made the sub-
ject of new legislation until 1937. In the
meantime the activities of the Federal
Housing Administration, first established
in August, 1934, were expanded. Notes
and mortgages for the repair and mod-
ernization of old and the construction of
new homes and small business structures
were insured by the FHA, so that a field
which private bankers had not found
profitable was entered by them on a large
scale. The Housing Division of the FWA
was retarded by the extreme caution
which affected all PWA activities. A pro-
gram of loans to limited-dividend corpo-
rations which would construct low-cost
housing in slum districts was frustrated
by the high cost of land, promotional
schemes by private enterprises, and other
factors, so that only 7 out of 533 contem-
plated projects were carried out. Direct
federal construction of slum-clearing
housing was largely prevented by the
refusal of a Circuit Court in July, 1935,
to admit the power of the government
to exercise the right of eminent domain
in acquiring slum properties. Early in
1936, the Comptroller General ruled that
no subsidies but full economic rent must
govern the rents charged tenants in the
few projects which were being con-

structed. The George-Healey Act was”
passed to authorize partial subsidies.
Organization of local bodies which
should construct slum-clearance projects
with limited federal aid was encouraged
and slowly realized. The difficulties
which beset the housing program pre-
vented any great progress until experi-
ence, growing public demand, and the
Housing Act of 1937 finally made possi-
ble the provision of low-rent housing for
appreciable numbers of slum dwellers in
cities.

Besides the three proposals of the se.
curity program, improvement in the
forms and methods of taxation had been
asked for by the President in January,
1635. In June, he sent to Congress the
famous special message on tax revision
which was variously called a “soak-the-
rich” scheme, an act of revenge on
wealthy opponents of the administration,
an attempt to reassert the administra-
tion's prestige after the first series of de-
cisions of the Supreme Court invalidating
New Deal laws, and a concession in-
tended to draw to the administration the
support of the members of Senator Huey
Long’s “Share Our Wealth” movement.
The latter analysis of the significance of
the message is possibly supported by in-
ternal evidence: “Social unrest and a
deepening sense of unfairness are dan-
gers to our national life which we must
minimize by rigorous methods™® of end-
ing favoritism to great wealth in taxation.

Senator Long had supported the ad-
ministration only briefly after it came to
power. He had opposed returning the
banks to the control of their owners and
other measures of the First New Deal,
especially NIRA, which he considered 4
sell-out to Wall Street, His political ma-
chine in Louisiana began to suppress all

8 1bid., p. 274.
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‘opposition by methods which ranged
from placing the election machinery in
the exclusive control of Long appointees
to the use of secret police. Complaints
that liberty was being destroyed in
Louisiana came to the White House,
and the federal administration refused to
turn Louisiana patronage over to the
Long machine. In June, 1933, an inter-
view with the President began with the
Senator’s refusal to take off his straw hat
and proceeded through various types of
offensive behavior and attempts to domi-
nate the President. After it was over
Long said to Postmaster General Farley:
“What the hell is the use of coming down
to see this fellow? I can't win any deci-
sion over him.™®

The “Kingfish” thereupon went into
total opposition to the administration,
and used tactics of debate and filibuster
to disrupt the administrations program
in the Senate. He also organized the
Share Our Wealth Society to win a per-
sonal following beyond the boundaries
of his state. Local clubs were set up
over a wide area, and the Senator
engaged in an intensive campaign of
appeals to less literate elements of the
population, especially rural Southerners,
with whom he had considerable success.
Observers believed that his claim of
March, 1934, was not unduly exagger-
ated: “Two hundred and fifty-four thou-
sand earnest men and women are now
dedicated to an unrelenting fight to di-
vide up the wealth of this Land of Plenty
so that children will not starve and their
parents beg for crusts.”’® He demanded
that the federal government guarantee
an income of $5,000 per year to every
family, thus making “Every Man a King."

8 Farley, Behind the Ballots, p. 242.

10 The American Progress, Vol. I, No. 82 {Mar.
29, 1934), p. L.

This pill was sweetened for conservatives
by “limitations” of private fortunes to
$50,000,000, of legacies to $5,000,000, and
of incomes to $1,000,000 per year. In this
propaganda vicious attacks were made
on Wall Street as the source of capitalist
iniquities, and the administration was
pictured as being its tool:

Black Sheep, Wall Street, have you any gold?
Yes, sir; yes, sir; all I can hold.
Thanks to the New Deal I've made a billion
more
And I've stuck it all away in my little chain
store,11

The significance of Long’s anti-capitalism
was indicated by the outcome of a con-
flict with oil companies in Louisiana.
After raising threats to ruin the compa-
nies by taxation, the campaign was sud-
denly dropped after an alleged private
deal between politicians and companies.
Improvements of state roads, free text-
books in schools, free hospitals, and ex-
pansion of the University of Louisiana
were pointed to as proof of the Senator’s
sincerity as a reform leader. But the
graft with which later trials and investi-
gations revealed state activities to be
riddled suggested that his reforms were
burdens to the people rather than im-
provements of their condition. The Long
combination of captivating oratory and
propaganda, impossible promises, unlim-
ited corruption, and ruthless destruction
of civil liberties in the interest of building
a one-man political machine and wiping
out all opposition made observers declare
that it was the most dangerous of the
native fascist movements of the period.
Unlike the leaders of smaller groups,
Long did not avow fascist doctrine: he
was said to remark that in the United

11 Ibid,, Vol. 11, Na. 8 (Feb. 1, 1635), p. 4.
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States fascism would arrive in the guise
of anti-fascism.

Long's feud with the administration
became relentless. Department of Justice
officials brought suit against members of
the Long machine after finding evidence
that they had failed to pay taxes on in-
come from corrupt sources. Long worked
to obtain personal control of federal-
unemployment and work-relief funds
allocated to Louisiana. Among other
devices, the state legislature under his
dictation enacted laws which would give
the Governor and the Tax Board control
over PWA loans. The motive was said to
be not merely the desire for graft but
unwillingness that any political, business,
ar unemployed opponents of the Long
machine should benefit by federal funds.
The national administration under these
circumstances refused to make allotments
for Louisiana, on the grounds that state
control was not permissible under the
federal laws governing the administra-
tion of funds, and that their distribution
on the basis of need would be compro-
mised. In the Senate, Long’s fantastic
tirades and filibusters against the admin-
istration made him notorious throughout
the nation. His Share Our Wealth clubs
grew to ominous dimensions by 1935. It
was commonly expected that he would
challenge the President for the Demo-
cratic nomination for the Presidency in
1936,

In the summer of 1935, Long estab-
lished martial Jaw in Louisiana and took
complete control of the state as dictator
in all but name. Secret police terrorized
opponents and abolished judicial guar-
anties. Municipal government was re-
duced to subservience. Courts were sub-
jected to limitations in procedure which
made them ineffective. Taxes and appro-
priations and expenditures were no
longer subject to audit. In September,

Long was assassinated by the son of an
opponent, and the machine and dictator-
ship he had built up were gradually
liquidated while the state made its peace
with the federal government. Many of
Long’s henchmen were brought to trial,
Others, like the Reverend Gerald L. X.
Smith, cast about for new opportunities.

The Long movement had become of
national importance within and outside
the Democratic Party when the President
issued his special message on taxation.
At first Long praised the program in a
letter to the President. He conceded that
the wind had been taken out of his move-
ment and that the Share Our Wealth
clubs would support the President.}?
Later he thought better of his praise,
and turned to strenuous opposition of
the program on the ground that its terms
were too moderate,13

The Presidential message asserted that
“our revenue laws have operated in many
ways to the unfair advantage of the few,
and they have done little to prevent an
unjust concentration of wealth and eco-
nomic power.”*¢ The sources of modern
wealth were declared to be not only per-
sonal thrift and industry but also specu-
lation, the labor and cobperation of the
masses of the population, and the advan-
tages and protection which government
confers upon corporations. The dominant
purpose of tax revision should be the
redistribution of tax burdens according
to ability to pay. Higher taxes on inheri-
tances and gifts were justified on the
ground that taxation of “static wealth”
would not disturb the mechanisms of
production. Higher taxes on large indi-
vidual incomes would reduce the “dis-

12 Current History, Vol. 42 (Aug,, 1835), p. 515.

13 The American Progress, Vol 11, No. 8 {July,
1035), p. 1.

14 Public Papers . . . of F. D. Roosevelt, IV. £TL
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" turbing effects upon our national life” of
great wealth and carry out the “very
sound public policy of encouraging a
wider distribution of wealth,”’5 The ex-
isting laws taxed an income of $5,000,000
at the same rate as one of $1,000,000,
while a person with an income of $6,000
paid double the rate of one with $4,000.

Besides eliminating such inequities in
individual income taxes, the principle of
ability to pay should be extended to
corporation tax rates. In place of the
existing uniform corporation income tax
of 13% per cent, the rate for smaller cor-
porations might be reduced to 10% per
cent, and the rates graduated to a level
of 16X per cent on the highest corpora-
tion incomes. Such a system would be
particularly fair because small corpora-
tions were more subject to state taxes
and regulations than large corporations
which were engaged in interstate com-
merce. To prevent evasion of the tax by
the device of numerous subsidiaries and
affiliates, a tax should be levied on divi-
dends received by corporations. For later
consideration the President suggested the
elimination of unnecessary holding com-
panies in all types of business, discour-
agement of unduly large carporate sur-
pluses, a constitutional amendment to
permit federal taxation of the income
from subsequent issues of state and local
government securities, and similar state
powers over the income from federal
issues.

A Wealth Tax Bill was written to carry
out the President’s recommendations,
and it was debated in Congress largely
in terms of the Long Share Our Wealth
program. Long's opposition to the Bill
because it was too moderate materially
assisted in its passage, for his intransi-
gence and unwillingness even to begin

15 1bid,, pp. 273-274.

with cautious measures were regarded as
further proof of dangerous demagoguery.
Conservative opposition to the Bill was
stronger after it passed than before it
became clear that a more extreme meas-
ure would not be substituted under the
influence of Long. Congress installed
minor changes in the Bill. Inheritance
taxes were eliminated and estate taxes
increased. Income tax rates for small cor-
porations were only lowered to 12% per
cent and only increased to 15 per cent
on all corporation incomes in excess of
$50,000, but additional taxes were levied
of 6 per cent on profits in excess of
10 per cent, and were graduated to 12
per cent on profits in excess of 15 per
cent. Taxes on individual incomes
above $1,000,000 were graduated steeply
to 75 per cent on income in excess of
$5,000,000. Holding companies which
were used for the management of pri-
vate fortunes were heavily taxed. The
Wealth Tax Act was passed and signed
on August 30,

Considerable public opposition to the
Act developed on the ground that it was
punitive. Roy W. Howard, owner of a
chain of newspapers which had generally
supported the administration, wrote to
the President that businessmen who had
once supported the New Deal were be-
coming increasingly hostile because they
believed that the President had refused
to broaden the tax base and had recom-
mended the Wealth Tax measure in order
to gain revenge on business rather than
revenue. Business, he wrote, needed to
have its fears allayed and a “breathing
spell” from further experimentation. The
President replied:

The tax program of which you speak is
based upon 2 broad and just social and eco-
nomic purpose. Such a purpose, it goes with-
out saying, is not to destroy wealth, but to
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create broader range of opportunity, to re-
strain the growth of unwholesome and sterile
accumulations and to lay the burdens of
Government where they can best be carried.
This law affects only those individual people
who have incomes over $50,000 a year, and
individual estates of decedents who leave
over $40,000.

.. . Taxes on 95 percent of our corpora-
tions are actually reduced by the new tax
law. ...

Congress declined to broaden the tax base
because it was recognized that the tax base
had already been broadened to a very consid-
erable extent during the past five years. . . .

.. . What is known as consumers’ taxes,
namely, the invisible taxes paid by people in
every walk of life, fall relatively much more
heavily upon the poor man than on the rich
man. In 1929, consumers’ taxes represented
only 30 percent of the national revenue.
Today they are 60 percent, and even with
the passage of the recent tax bill the propor-
tion of these consumers’ taxes will drop only
5 percent.16

Then the President declared that the
basic program to which the administra-
tion was pledged when it came to power
“has now reached substantial completion
and the ‘breathing spell’ of which yon
speak is here — very decidedly so.”'7

Less sympathetic businessmen than
Roy Howard were appalled at the legis-
lation passed during the 1935 session,
and treated the “breathing spell” as a bad
joke, for besides the security program
and the Wealth Tax Act a series of laws
to regulate business and to strengthen
labor had been passed which were of
major importance in the construction of
the Second New Deal.

In March, the President strongly urged
Congress to pass the Public Utility Hold-
ing Company Bill which had been writ-

16 Ibid., pp. 355-356.
17 Ibid., p. 857.

ten on the basis of special reports by the -
Federal Trade Commission and the Na-
tional Power Policy Committee. The use
of the holding company device during
the twenties in order to exploit investors
and to operate electric power and gas
companies had become one of the major
scandals of the period when public in-
vestigations and such incidents as the
collapse of the Insull system revealed
the methods which had been used. The
abuses which the pyramiding of holding
companies made possible were many.
The purchase of a small amount of stock
in an operating company by a holding
company gave the directors of the hold-
ing company voting control over the
operating company, and by assembling
such control over great numbers of oper-
ating companies a holding company
found that buyers would readily pur-
chase its stock issues on the assumption
dividends would rise with the economies
which large scale organization would
make possible. By raising tier upon ter
of holding companies, which were re-
lated to other holding companies as well
as to operating companies, an intricate
web could be created which only the
promoters, if anyone, understood, and
high pressure methods could be used to
unload endless series of stock issues on
the public. Dividends were often falsi-
fied, being actually paid out of capital,
and market prices rigged by pools. Com-
missions, legal fees, and other promo-
tional profits could be saddled on the
system with impunity. The high rates
charged for electricity and gas to the
public, and losses by investors ultimately
paid for the exploits of the promoters.
In 1925, holding companies controlled
about 65 per cent of the electric power
industry. By 1932, only the thirteen
largest holding companies controlled 75
per cent of the industry. Natural-gas
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* trunk pipe systems had been similarly
centralized.!® The resulting system of
control of a vast industry by promoters
who had made only slight investments,
if any, the President in his message to
Congress called “private socialism,” and
he declared that its destruction was
essential if government socialism was to
be avoided. The Bill recommended to
Congress did not require the abolition of
holding companies which performed
demonstrably useful functions in terms
of economies and efficiency of manage-
ment; but a “death sentence” clause set
a term of five years at the end of which
any holding company which could not
demonstrate its useful character would
be forced to dissolve. The President de-
clared that “except where it is absolutely
necessary to the continued functioning
of a geographically integrated operating
utility system, the utility holding com-
pany with its present powers must go."?
He drew particular attention to the vig-
orous campaign which the companies
were waging against the Bill:

T have watched the use of investors’ money
to make the investor believe that the efforts
of Government to protect him are designed
to defraud him. I have seen much of the
propaganda prepared against such legisla-
tion — even down to mimeographed sheets
of instructions for propaganda to exploit the
most farfetched and fallacious fears. . . .

Such a measure will not destroy legitimate
business or wholesome and productive invest-
ment. It will not destroy a penny of actual
value of those operating properties which
holding companies now control and which
holding company securities represent in so
far as they have any value.20

18 Ibid,, p. 102,
19 Ibid., p. 100,
20 Ibid., pp. 98-99.

The “death sentence” caused a bitter
fight which lasted through the session of
Congress. The House deleted it when it
first passed the Bill, but the Senate re-
tained it. Both houses held investigations
of charges that the utility companies
and the administration were using ex-
treme methods to bring pressure to bear
on Congressmen. Administration leaders
were accused of threatening Congress-
men with the withdrawal of patronage.
Tom Corcoran, an official of the RFC
and intimate of the President, denied
Representative Brewster’s charge that the
administration through Corcoran had
threatened that it would stop the Passa-
maquoddy Dam Project in Brewster’s
state of Maine unless the Representative
voted for the “death sentence.” A former
manager of a telegraph office testified
that telegrams of protest against the Bill
had been sent from his office over names
taken by utility lobbyists from the tele-
phone directory. The Senate found a
record of $700,000 spent to oppose the
Bill by one of the largest holding com-
panies, the Associated Gas and Electric
Company. Philip H. Gadsden, chairman
of the main lobby organization, the Com-
mittee of Public Utility Executives,
whose papers had been seized by the
Senate committee, admitted that he had
spent about $150,000 in creating senti-
ment against the Bill, and that in addi-
tion he had disbursed $150,000 in “law-
yers’ fees.”?!

The House was led to accept a Senate
offer of compromise on the “death sen-
tence” only after the President announced
his willingness to accept the compromise
also. The Act as it was signed on August
28 permitted two levels of holding com-
panies above operating companies, but

21 Current History, Vol. 42 (Sept., 1935), p. 630.
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otherwise maintained the “death sen-
tence.” The Securities and Exchange
Commission was given power to regu-
late the financial practices of utility com-
panies, and the Federal Power Commis-
sion received authority over the organi-
zational provisions of the Act. After the
new law was passed, utility companies
largely disregarded it and depended
upon the federal courts to come to their
rescue by declaring the law unconstitu-
tional. Over fifty suits were immediately
instituted, and some lower federal courts
upheld the companies. The Supreme
Court ultimately upheld the constitu-
tionality of the law.

The Motor Carrier Act and the Air
Mail Act, which were signed in August,
recognized the growth of competition
with the railroads of bus, truck, and air
transportation, and gave to the Interstate
Commerce Commission powers to regu-
late rates, finances, and labor in the new
fields which largely matched the powers
it had long exercised over the railroads.
The Banking Act of 1935, the Tennessee
Valley Authority Amending Act, and the
Gold Clause Act all clarified previous
enactments. In May, Congress passed
the Patman Bonus Bill, which called
for inflation of the currency by issu-
ance of greenbacks to the amount of
$2,200,000,000 in order to pay war vet-
erans immediately the full value of their
adjusted service certificates which had
been intended to mature in 1945. The
President took the unprecedented step of
delivering in person to a joint session of
Congress a powerfully reasoned veto
message. The veterans’ lobby was not
convinced, and the House overrode the
veto, but the Senate sustained it by a
narrow margin. The President’s action
was widely praised as evidence that he
drew a sharp line against unsound infla-

tonary devices for increasing purchasing
power even though this one gave him an
opportunity to win the support of a
powerful special interest group.

The Waguner-Connery Labor Relations
Act, which was passed in 1935, was as
important in the structure of the Second
New Deal as the Social Security Act, but
it was not in the strictest sense an ad-
ministration measure. The refusal of the
administration to accept it in 1934, and
the change to a favorable attitude to-
wards it after it was passed by Congress
in July, 1935, was a significant aspect of
the evolution of administration policy
from the First to the Second New Deal,
and was closely related to the decision
to abandon the keystone of the First New
Deal, the NIRA.

On February 20, 1935, the President
recommended to Congress the extension
of the NIRA for two years beyond its
expiration in June, 1935. His request
emphasized that the rights of labor under
the law should be strengthened, and
that the abuses of business should be
curtailed:

We must make certain that the privilege
of codperating to prevent unfair competition
will not be transformed into a license to
strangle fair competition under the apparent
sanction of the law. Small enterprises espe-
cially should be given added protection
against discrimination and oppression.22

The message also cited the gains of labor
under NRA, particularly the re-employ-
ment of about 4,000,000 people, the
elimination of “the age-long curse of
child labor,” the outlawing of the sweat-
shop, and the release of millions of work-
ers from starvation wages and excessive
hours of labor. Business had gained from

22 public Papers . . . of F. D. Roosevelt, IV, 83,
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the Act by being freed in part from dis-
honorable competition and destructive
business practices and by safeguards for
small enterprises. Consumers had gained
by “less gouging in retail sales and prices
than in any similar peried of increasing
demand and rising markets.”23

But the President’s favorable analysis
of the effects of NIRA was poorly sup-
ported by the “Report on the Operation
of the National Industrial Recovery Act,”
which was also made public in February
by the Research and Planning Division
of NRA. This report pointed out, for
example, that payrolls in December,
1934, were only about 60 per cent of
their level in 1926, while dividends and
interest were 150 per cent of their total
in 1926. The income of those who re-
ceived interest and dividends was 50 per
cent higher than in 1926, even though the
national income was nearly 40 per cent
lower and production had declined 83
per cent as compared with the earlier
years.2¢ Obviously, NIRA was not the
only cause of the situation; but it had
been intended to correct it. The Presi-
dent’s new work relief program was also
eloquent of the failure of NRA to ac-
complish what had been expected at its
launching. By emphasizing the construc-
tive achievements of the system and
asking for modifications of the law which
would expand them, the President indi-
cated that he had not yet given up the
original conception that the great ma-
jority of businessmen could be induced
to codperate with a planned recovery
program with social objectives.

A Congressional investigation of NRA
was already underway when the Presi-
dent sent his message. Most of the in-
vestigators were hostile to the experiment

23 Ibid, p. 81.
24 Current History, Vol. 42 (April, 1985), p. 66.

from the liberal standpoint, and they
concentrated on complaints against it
rather than on the achievements which
the President had summarized. Officials
of the administration who appeared as
witnesses admitted weaknesses of NRA,
but asked for further opportunity to iron
them out. Donald Richberg declared
that “itis true that under some codes these
[small] enterprises have suffered, but it
is not true that the major effects of the
codes have been injurious to small private
enterprise.”2¢ William Green asked that
the law be extended for two years even
though labor had not obtained the bene-
fits it expected, because the alternative
was loss of the legal rights which organ-
ized labor had acquired. Defenders of
the law pointed out that many of the
recommendations of the Darrow Review
Board had been put into effect and that
the monopolistic tendencies of the first
series of codes had been to some extent
eliminated. Polls of the leading employ-
ers’ organizations showed that members
of the Chamber of Commerce favored
continuation of NRA by almost three to
one, while members of the National
Association of Manufacturers opposed it
by three to one.28 General Hugh John-
son supported extension. He now ad-
mitted objections to the law, particularly
that it promoted monopoly, which he had
formerly denied and was inclined to
agree they had been valid then; but that
since his own “bad administration” had
been ended, errors which he had made
were in process of correction. He de-
clared that the largest industries’ leaders
were divided between two views regard-
ing the cades: some opposed them as re-
strictions on their freedom, while others

25 Senate Hearings: Commitiee on Finance (74th
Congress: 1st Session), Vol. 17, p. 14.

26 Ibid., pp. 127, 769.
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believed that the system was inevitable
and aimed to win control over it for
themselves. Section 7A had substantially
failed in its original purpose because of
conflicting interpretations; clarification
was the main need, and he was inclined
to favor special legislation for that pur-
pose. The General recommended: “Clean
up NRA — don’t destroy it. Let us scrub
our infant offspring vigorously but let
us not throw the baby down the drain
pipe with the dirty water.”??

In opposition to the proposal to extend
NIRA, the advice of Kirton Varley on
how to bring fascism to the United States
was quoted from his book, Gospel of
Fascism:

Study Italian practice in organizing the
corporations and profit by the experience
gained there. Organize the industrial organ-
izations under the NRA administration into
guilds with the same end in view.28

Considerable objection to NRA was
made because it was based on the theory
of economic scarcity. The chief tactic of
the opponents of the law was to delay
action by Congress until the Supreme
Court should have handed down its
decision on the constitutionality of the
original Act. The administration, on the
other hand, preferred to postpone tests
until corrections in the law had been
made.

The proposal to extend NIRA was also
intended to prevent passage of the
Wagner Labor Relations Bill and the
Black Thirty Hour Bill, both of which
were being pressed in Congress once
more and by groups largely identical
with the liberal and progressive oppo-
nents of NIRA. The Black Bill was being
considered for the third time. Each time

27 Ibid,, Vol. 18, p. 2454,
28 Ihid,, Vol, 17, p. 1113

it had become broader in scope, and now
it covered virtually all industries and
classes of wage earners. Senator Black
offered it as a means of increasing pur-
chasing power and of returning the un-
employed to work in private industry.
Representative Connery introduced it in
the House. Through January and Febru-
ary, hearings were held which showed
once more the division of opinion be-
tween businessmen who opposed such a
drastic measure and labor leaders who
approved it.?* The Bill was successfully
sidetracked. In spite of support by such
pragressive leaders as Senators Borah,
LaFollette, and Norris, motion to con-
sider the Bill in the Senate was defeated
on April 8, largely by the votes of those
who wished to wait until the question of
NIRA renewal was settled.

The Wagner Labor Relations Bill was
not so easily set aside. The Bill embodied
the main provisions of the author’s Labor
Disputes Bill, which had been dropped
at the President’s request in 1934. The
heart of the measure was the outlawing
of employer-dominated company unions
and the enforcement of the right of col-
lective bargaining through representa-
tives chosen by employees. Representa-
tive Connery introduced a similar bill of
the same name in the House. Through
the spring, the administration gave no
support to the Wagner-Connery Bull, but
labor made its strongest fight of the ses-
sion for it. Extensive hearings in both
houses were largely repetitious of hear-
ings on the same proposal which had
been held in 1934, but both sides pre-
sented their views with greater force.
Again the National Association of Manu-
facturers and the industries which had
organized company unions under NRA

29 Senate Hearings: Subcommittee of Commitiee
on the Judiclary (74th Congress: lst Session),
Vol 14
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were the most aggressive opponents of
the measure, The Liberty League took
active part in the campaign. The chief
argument of the opposition was that the
Bill presupposed an unalterable antag-
onism between employers and employees,
while company unions were founded on
the principle of codperation between the
two groups, and on the actual mutuality
of their interests. This argument was an-
swered by pointing out that the Bill, on
the contrary presupposed that the “class
struggle” was not so inevitable that it
could not be resolved by collective bar-
gaining on the basis of mutual interests.
Company unions which were financed
and dominated by employers did not
express the mutual interests of both
classes, but the exclusive interests of the
power that held the purse. Company
unions which were not financed by em-
ployers would not be ontlawed under
the Bill. Employers already had their own
organization in their management bodies:
equality and mutuality could only be
achieved by granting to labor the right to
its organization, which must then have an
opportunity to codperate with the em-
ployer through collective bargaining. The
argument that the leadership of labor
unions was sometimes corrupt was an-
swered by pointing out that some corpora-
tion managements had also been shown to
be corrupt, particularly, as was revealed
by the Senate investigation of civil liber-
ties by the LaFollette Committee, in their
anti-union activities; that such instances
were not reasonable grounds for the re-
fusal of labor unions to deal with man-
agement or management to deal with
labor unions: checks on such practices
were available to union members as to
stockholders of corporations, short of in-
fringements of public law which were
subject to regular court proceedings.

The Bill declared that representatives
chosen by the majority of workers in a
particular factory unit should be the ex-
clusive bargaining agents of all the work-
ers in the unit. This clause aroused the
particular support of labor leaders who
recalled that the President had estah-
lished the same principle in an Executive
Order of February 1, 1934, and that on
February 4, Johnson and Richberg for
NRA had laid down the contrary rule,
that representatives of a majority in a
given unit could speak only for that
group, while representatives of a minor-
ity could bargain with equal authority
for its group, and that individuals could
bargain for themselves, even to the point
of making contracts containing different
wage and other provisions. The oppor-
tunity which this rule gave to employers
to break any union organization by grant-
ing better terms of employment to com-
pany union or non-union members, and,
after union members had lost interest in
their organization, changing to less favor-
able terms or refusing entirely to bargain,
was described as an effective technique
which was commonly used to evade the
intent of the guaranty of collective bar-
gaining which labor had received in
NIRA. William Green said of the Johnson-
Richberg rule:

This interpretation, I say to you, took the
heart and teeth and soul out of Section 7(a);
and we have never been able to overcome
that interpretation hecause the administra-
tion itself never protested the interpreta-
tion,30

Senator Wagner stated 2 recent confer-
ence of the National Association of Man-
ufacturers at White Sulphur Springs had

30 House Hearings: Committee on Labor (T4th
Congress: 1st Session), Vol 5, p. 203
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adopted a rule that when a majority of
the members of a trade association
agreed on a certain trade practice it
would also bind the minority. This, he
declared, was an example of the imposi-
tion of majority rule on business, while
the same rule was denied to labor.

The growth of labor unrest and strikes
was cited as proof that the spread of
company unions and the emasculation of
Section 7A did not solve the problems
of labor relations. Most strikes grew out
of the refusal of employers to recognize
and bargain with an independent union
even when it had a majority among the
employees. While the hearings were
going on, strike situations were develop-
ing in the automobile, rubber, and build-
ing service industries, each of which
could be solved by recognition of an
independent union. The lesson was made
explicit by William Green:

T do not mind telling you that the spirit
of the workers in America has been aroused.
They are going to find a way to bargain col-
lectively. The day of individualism is past,
and they are tired of it, because they have
been exploited. If they are denied the right
to bargain collectively in an orderly way and
through orderly processes, they are going to
use their economic strength, and the Ameri-
can Federation of Labor will encourage them
to use it, support them in using it. . . . The
establishment of labor in our whole economic
and political system in a place where it be-
longs must be recognized. Labor must have
its place in the sun.31

To the Senate, Green made it plain that
the AFL leadership was feeling the pres-
sure of the growing militancy of the rank
and file of labor: “We cannot and will
not continue to urge workers to have
patience, unless the Wagner bill is made

31 1bid., p. 200,

law, and unless it is enforced, once it
becomes law.”32 Francis Biddle, the
chairman of the existing National Labor
Relations Board, supported the new Bill
as the solution of the problems which
faced his Board. He also showed its
connection with the general recovery
program:

I think it is obvious that where labor is a
party to and can bargain collectively, and
with power behind the bargaining, that there
is a greater chance for high wages; otherwise
there would be no attempt to resist the
burden by the employers. The real reason
the employer resists this bill is because the
employer knows it will increase purchasing
power.53

The arguments of the opponents of
the Bill were defensive, but the record
of labor relations during the previous
two years did not reflect favorably on
the existing system. It became clear that
the Bill was acquiring considerable sup-
port in Congress and among the public.
Supporters of the Bill discussed at length
the provision of the Connery measure in
the House for a labor board within the
Department of Labor as compared with
the Wagner provision for an independ-
ent board whose members could not be
removed except for cause. Secretary
Perkins feared that an independent board
would usurp the mediatory activities of
the Department of Labor. Senator
Wagner answered that he would not op-
pose the Secretary’s plan if she were
going to be Secretary of Labor forever,
but since it would be necessary to pro-

32 Senate Hearings: Committee on Education
and Labor (74th Congress: Ist Session), Vol. 6,
p 122.

33 House Hearings: Committes on Labor (T4th
Congress: 1st Session), Vol 5, p. 174,
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vide for the future, independence of
judgment for personnel who exercised
quasi-judicial functions could be perma-
nently secured only by making the board
free of Executive control. Wagner’s view
prevailed, and the House altered its Bill
to suit the Senate version.

When the Bill reached the floor of the
Senate, a last effort was made by Senator
Tydings of Maryland to prevent it from
favoring independent unionism. He
offered an amendment which forbade
coercion of employees by labor unions.
This provision was presented as one
which was required by fairness in order
to match the ban on coercion by em-
ployers of their employees. It would
have prevented organizational drives by
independent unions to the same extent
that employers were forbidden to urge
their employees to join company unions.
Tt would have changed the law from one
which favored organized labor to one
which would limit labor organizations to
such as a group of employees in a par-
ticular factory could set up for them-
selves. A successful labor movement had
not developed in any country under such
conditions. It was the equivalent of
forbidding organizational activities by
employers’ trade associations, or such
“coercive” measures as the majority rule
principle of the National Association of
Manufacturers. The Tydings amendment
was defeated on these grounds by a vote
of 50 to 21 on May 16.

On May 14, the Senate had voted to
extend NIRA for ten months. Senator
Wagner was asked whether his Bill did
not overlap the NIRA. The Senator was
unwilling to oppose the administration’s
request for extension of NIRA, and he
answered that his Bill defined the rights
of labor more clearly than Section TA
and implemented them with provisions
for enforcement: it would stand inde-

pendently of NIRA. At the same time
the silence of the President was inter-
preted to mean that he was not yet ready
to accept the Wagner-Connery Bill. On
May 16, the liberals and progressives of
the Senate, most of them Democrats,
passed the Bill by an ample majority of
63 to 12.

Eleven days later the NIRA was de-
clared unconstitutional by the Supreme
Court in the famous “sick chicken” de-
cision. This placed a new significance on
the Wagner-Connery Bill. The adminis-
tration indicated that it would ask for
re-enactment of NIRA after changing its
terms to meet the constitutional objec-
tions of the Court. But it never pressed
for re-enactment aggressively, and ulti-
mately it dropped the proposal entirely.
In the meantime supporters of the
Wagner-Connery Bill passed it through
the House by a large majority.

Faced with the alternative of vetoing
a bill which was strongly advocated by
his own supporters within and outside
of Congress, the President signed the
Wagner-Connery National Labor Rela-
tions Act on July 5. It was the only
important law of the whole New Deal
period which the President had not in-
itiated or at least advocated before its
passage. But he supported the law
strongly once it was passed, and by 1936
he was taking the lead in advocating
re-enactment of the remainder of Sec-
tion 7A, so that a wages and hours bill
was passed in 1938 as the Fair Labor
Standards Act.

The re-enactment in stronger form of
the section of NIRA which was favor-
able to labor, coupled with the failure
to re-enact the sections which were fa-
vorable to business, displays the evolu-
tion of policy away from the First New
Deal and the major significance of the
Second New Deal.
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The passage of the Social Security Act,
the WPA program, the Wealth Tax Act,
laws subjecting public utility holding
companies and new forms of transpar-
tation to federal regulation, and the Na-
tional Labor Relations Act made the
1935 session of Congress perhaps the
most important one in the field of domes-
tic liberal-progressive reform in the na-
tion’s history. Labor supplanted farmers

and business as the chief beneficiary of
legislation for the first time,

But before the session had closed, the
Supreme Court had shown that the
whole structure of the New Deal, in-
cluding the laws most recently enacted,
was in danger of destruction at the
hands of the conservative majority of
the justices, and the greatest crisis of the
administration was precipitated.
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Arthur M. Schlesinger, Jr.:

THE BROAD ACCOMPLISHMENTS
OF THE NEW DEAL

The Crisis

Sullen men lived miserably in Hoover-
villes, huddled against icy blasts, waited
in grim lines for bread and soup, pon-
dered a desperate march on Washington
o collect bonus payments. Farmers,
,];ghting bitterly against dispossession,
moved toward open violence. Business-
men, stricken with panic, pleaded for
government aid. Labor was disorganized
and impotent. Intellectuals were clutch-
ing at Communism or at Fascism, And
our national leadership? Clinging with
frightened obstinacy to the theory that
the forces which brought the depression
would bring the revival, Herbert Hoover
resisted the demand that the government
act. It was the winter before the New
Deal.

The election of 1932 presented America
with one more chance to solve its
problems democratically. Few considered
Franklin Roosevelt a very strong or a very
profound man; but the warmth and en-
ergy of his personality inspired confi-
dence, and close observers could detect
a new and bolder philosophy of gov-
emment lurking behind the innocent
generalities of his speech at the Com-
monwealth Club in San Francisco and
behind such phrases as “the forgotten

man” and “the New Deal.” With his vic-
tory there began the resurgence of hope.

His debut—the bank holiday, the
strong, ringing tones of the President, and
the evaporation of fear - serves almost
as a symbol of the Roosevelt policy. The
cycle was to be repeated many times:
stagnation and despair; a bold presiden-
tial stroke restoring hope; quick and
spectacular action; and a conclusion
which represented a substantial improve-
ment but not a permanent solution. When
Roosevelt finished with the banking crisis,
the banks were established on a sounder
basis than ever before in our history.
Whether he might have taken the op-
portunity to nationalize the banking sys-
tem is a question which used to exercise
radicals in the middle thirties but which
is perhaps based on a misunderstanding
of Roosevelt’s purposes.

First Phase of the New Deal

The hundred days thus began, with
their brilliant, resourceful, and somewhat
chaotic moves to prop up a crippled sys-
tem — the start of a career of prolonged
and ingenious impravisation, What else
could there be but improvisation? Roose-
velt, with his enlarged conception of
governmental responsibility, had to face

From Saving American Capitalism: A Liberal Economic Program, Seymour E. Harrs, ed., copy-
right 1948 by Alfred A. Knopf, Inc. Reprinted by permission of Alfred A. Knopf, Inc. This essay is
a revision of an article first published in the New Republic.
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tory. Such unity as it had was in political
strategy, not economics.

Roosevelt had little regard for the wis-
dom of economists as a professional caste,
“I happen to know,” he declared in his
third fireside chat, “that professional
economists have changed their definition
of economic laws every five or ten years
for a long time.” Within the broad limits
of what he deemed “sound policy” —~
and they were extremely broad limits
— he understood that his administration
would not be politically durable unless it
could “weave together” many diverse,
conflicting interests. He had built a
brilliantly successful career in the Demo-
cratic Party on his flair for reconciling or
straddling antagonistic elements, and he
was too practical to abandon a solid bed-
rock of political harmony in favor of some
flighty economic dogma that might be
abandoned in “five or ten years.” Frances
Perkins tells how Lord Keynes, whose
spending theories were influential with
some New Deal economists, paid a brief
visit to the President in 1934 and talked
about economic theory. Roosevelt, be-
wildered at Keynes's “rigamarole of fig-
ures,” told his Secretary of Labor: “He
must be a mathematician rather than a
political economist.” Keynes for his part
was somewhat disappointed, remarking
that he had “supposed the President was
more literate, economically speaking.”
The Britisher’s mistake is likely to become
a model for Roosevelt legend-makers.

Raymond Moley, in his After Seven
Years, has compiled a fairly long but not
exhaustive enumeration of the sharp
swerves and tacks in Rooseveltian policy.
It will be more simple and profitable to
speak only of the two New Deals that
were foreshadowed in the Common-
wealth Club speech. In a sense both of
them ran concurrently; but it is roughly
accurate to say that the first was domi-
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nant from Roosevelt’s inauguration to the
spring and summer of 1835 and that the
second emerged during that period and
lasted until the reform encrgics of the
nation petered out.

The first New Deal, the New Deal of
19334, was conceived mainly for re-
covery. Reform elements and humane
measures of immediate relief were sub-
sidiary to the organized and subsidized
scarcity advocated by the Chamber of
Commerce, the Farm Bureau Federation,
and the National Grange, and incarnated
in the NRA and AAA. These great agen-
cies, the core of the first New Deal, repre-
senting its basic plans for industry and
agriculture, embodied the retrogressive
idea of recovery through scarcity.

The AAA was the most striking illustra-
tion of organized scarcity in action. Al-
though successful in raising farm prices
and restoring farm income, it did just
what Roosevelt had found so shocking
in Hoover’s Farm Board. To the common-
sense mind the policy seemed to have
solved the paradox of hunger in the midst
of plenty only by doing away with plenty.
In an address at Atlants, in November
1935, Roosevelt implicitly conceded that
the whole policy was geared to the failure
of the American economy. He pointed
out that the average American lived “on
what the doctors would call a third-class
diet.” If the nation lived on a first-class
diet, “we would have to put more acres
than we have ever cultivated into the
production of an additional supply of
things for Americans to eat.” The people
lived on a third-class diet, he said can-
didly, because they could not afford to
buy a first-class diet.?

2 The Ever Normal Granary Plan, enacted in
1838, was widely hailed as ectll more $
licy. Although it promised greater
ilityyand other beneg:, it stil invol
plans for masketing quotas and the shadow-of,

sta-
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The mainspring of the first New Deal
was the NRA, which Roosevelt called
“the most important and far-reaching leg-
islation ever enacted by the American
Congress . . , a supreme effort to stabilize
for all time the many factors which make
for the prosperity of the nation.” Under
it business received government sanction
for sweeping price agreements and
production quotas and in return ac-
cepted wage stipulations improving the
condition of many of the poorest-paid
workers.3 It is not unfair to say that in
essence the NRA embodied the concep-
tion of many businessmen that recovery
was to be songht through systematic
monopolization, high prices, and low pro-
duction# In spite of the enthusiasm with
which its “planned” features were greeted,
it retarded recovery, as the Brookings
economists concluded, and a strong, sus-
tained advance in business conditions
began only after the Supreme Court
killed it in May 1935.° Roosevelt was
nevertheless slow to give up the NRA
idea. In February 1935, asking for a two-

abundance still hung over it. Its sponsor, Henry
Wallace, admitted that “several years of good
weather” and good crops would “embarrass™ the
government.

7 It may be necessary to say that NRA was not a
universal business policy. A poll taken in 1935
showed that Chamber of Commerce members
were almost three to one for continuing NRA,
while NAM members opposed it three to one.

4 NRA Administrator Hugh Johnson declared in
an early press conference: “We are going to ask
something in the nature of an armistice on in-
creased producing capacity, until we see if we
can get this l:lpward spiral started. . . . We are
going to plead very earnestly . . . not to use any
further labor-saving devices or anything further
to increase production for the present.”

5The end of NRA was certainly not the only
factor in the recovery that began in the summer
of 1935, but it is beyond argument that the most
sustained period of economic advance under the
New Deal took place in the two years after the
Blue Eagle was laid to rest.
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year extension, he said that to abandon
its “fundamental purposes and principles
... would spell the return of industrial
and labor chaos.”

The initial New Deal was based upon
a strategy that Roosevelt had called dur-
ing the campaign “a true concert of
interests,” and that meant in practice
something for everybody. Farmers got
the AAA. Business got the NRA codes.
Labor got wage-and-hour provisions and
the collective-bargaining promise of Sec-
tion 7(a). The unemployed got a variety
of federal relief measures. The middle
classes got the Home Owners’ Loan Cor-
poration, securities regulation, and other
reforms. Some debtors were aided by
inflation. As new discontents developed
they were met with new expedients.

Despite all Roosevelt’s efforts, however,
the nation insistently divided into right
and left, and his equivocal position be-
came more difficult to maintain. Pressure
from the organized and enheartened left
became stronger; but Roosevelt was also
baited into a leftward turn by die-hard
conservatives. He was surprised and
wounded at the way the upper classes
turned on him. It has often been said
that he betrayed his class; but if by his
class one means the whole policy-making,
power-wielding stratum, it would be just
as true to say that his class betrayed him.
Consider the situation in which he came
ta office. The economic machinery of the
nation had broken down and its political
structure was beginning to disintegrate.
People who had anything to lose were
frightened; they were willing to accept
any way out that would leave them still
in possession, During the emergency
Roosevelt had had practically dictatorial
powers. He had righted the keel of eco-
nomic life and had turned politics safely
back to its normal course. Although he
had adopted many novel, perhaps risky
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expedients, he had avoided vital disturb-
ances to the interests. For example, he
had passed by an easy chance to solve
the bank crisis by nationalization and
instead followed a policy orthodox
enough to win Hoover's approval. His
basic policies for industry and agriculture
had been designed after models sup-
plied by great vested-interest groups. Of
course, he had adopted several measures
of relief and reform, but mainly of the
sort that any wise and humane conserva-
tive would admit to be necessary. True,
he had stirred the masses with a few
hot words about “money changers” and
chiselers, but he had been careful to iden-
tify these as a minority among business-
men. It was, after all, not Roosevelt but
the terrible suffering of the depression
that had caused mass discontent, and
every sophisticate might be expected to
know that in such times a few words
against the evil rich are necessary to a
politician’s effectiveness.

Nothing that Roosevelt had done war-
ranted the vituperation he soon got in the
conservative press or the obscenities that
the hate-Roosevelt maniacs were bruiting
about in their clubs and dining-rooms.
Quite understandably he began to feel
that the people who were castigating him
were muddle-headed ingrates. During
the campaign of 1936 he compared them
with the old man saved from drowning
who berated his rescuer for not salvaging
his hat — and again with a patient newly
discharged from the hospital who had
nothing but imprecations for his physi-
cian. Before 1935 Roosevelt had engaged
in much political controversy, but he had
generally managed to remain on friendly
terms with his opponents. Surrounded
from childhood with friendship, encour-
agement, and indulgence, he might have
been able to accept criticism offered in
the spirit of good-natured banter or
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the proposal of constructive alternatives
{which he would simply have appropri-
ated), but the malice and deliberate stu-
pidity of his eritics made him angry, and
his political struggle with the “economic
royalists” soon became intensely personal.
Professor Moley, who in 1932 had ad-
mired his lack of “a bloated sense of
personal destiny,” was saddened to hear
him say in 1936: “There’s one issue in
this campaign. It's myself, and people
must be either for me or against me.”
In public he grew aggressive. He would
like to have it said of his second adminis-
tration, he stated, that in it “the forces of
selfishness and of lust for power . . . met
their master.”

The development of Roosevelt's rela-
tion to the left is of critical importance to
the Roosevelt legend. Perhaps no aspect
of his public relations has been so quickly
forgotten as his early labor policy. At the
beginning of his administration Roosevelt
was an acquaintance, not a friend, of or-
ganized labor. Although he was eager
to do something about the poorest-paid
workers through the NRA codes, his atti-
tude toward unions themselves was not
overcordial. The NRA ijtself had been
rushed into shape partly to head off the
strong pro-labor provisions of the Black-
Connery bill. Section 7(a) of NRA,
which guaranteed the right of collective
bargaining, did not ban individual bar-
gaining, company unions, or the open
shop. Workers at first rallied to the NRA
with enthusiasm and entered the more
aggressive unions by the thousands in re-
sponse to the plausible but false appeal:
“The President wants you to join.” But
when disputes arose under Section 7(a),
General Hugh Johnson and Donald Rich-
berg handed down interpretations that,
in the language of the Brookings Institu-
tion economists, “had the practical effect



108

of placing the NRA on the side of anti-
union employers in their struggle against
the trade unions. . . , The NRA thus threw
its weight against labor in the balance
of bargaining power.” Roosevelt stood
firmly behind his administrators. Further,
his last appointee as NRA administrator
was a notorious foe of labor, §, Clay Wil-
liams. By early 1935, when there were
few in the ranks of organized labor who
had any expectation of help from the
White House, workers were calling the
NRA the “National Run Around.” On
February 2 William Green threatened
that the entire labor movement would
oppose Roosevelt.®

In the meanwhile another political
threat was arising. Huey Long, who had
achieved the position of a major leader
of mass opinion in the hinterland through
his demagogic “share-the-wealth” move-
ment, was talking about a third party. In
his Behind the Ballots James A. Farley
recalls that the Democratic Natiopal
Committee, worried about the 1938 elec-
tion, conducted a secret national poll to
sound Long's strength. They were dis-
mayed at what they learned, “It was easy
to conceive a situation,” reports Farley,
“whereby Long . . . might have the bal-
ance of power in the 1936 election.”
Democrats also had private reports that
he would be well financed if he ran. By
mid-spring Professor Moley was horri-
fied to hear Roosevelt speak of the need
of doing something “to steal Long's
thunder.™

t

6 An article in the New York Times, February 8,
1935, under the heading, “LABOR UNIONS
BREAK WITH THE NEW DEAL,” reported
that labor leaders were “almost in despair of
making headway toward union recognition in the
face o% powerful industrial interests and an un-
sympathetic administration,”

7 The Townsend old-age pension movement was
a menace of comparable importance, although it
had not taken political form.
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It was at this point that the Supreme
Court broke the mainspring of the origi-
nal New Deal by declaring the NRA
unconstitutional. Roosevelt, looking for-
ward to 1936, now found himself in a
difficult position, The Court had torn up
his entire program for labor and industry.
Labor seemed on the verge of withdraw-
ing political support. Huey Long’s popu-
larity showed the dissatisfaction of 2 large
part of the electorate. And no sign of a
really decisive turn toward business re-
covery had yet come. The result was a
sharp and sudden turn toward the left,
the beginning of the second New Deal.

In June 1935 two striking measures
were added to the President’s list of
“must” Jegislation: the Wagner labor-
disputes bill and a drastic new “wealth
tax” to steal Long’s thunder. By the end
of the 1935 legislative session the original
New Deal, except for the AAA, was
scarcely recognizable. In place of the
NRA codes and the masquerade of Sec-
tion 7(a) there was now a Labor Rela-
tions Board with a firm commitment to
collective bargaining. A strong holding-
company act and a stringent wealth tax
stood on the books. None of these meas-
ures as they were finally enacted had
been contemplated by Roosevelt at the
beginning of the year. Inthe WPA a new
relief program had been organized, with
larger expenditures and a better wage
scale. A Social Security Act had been
passed. And at the close of the year the
chief executive told Moley he was plan-
ning a “fighting speech” for his next
annual message to Congress becausc
“he was concerned about keeping his
left-wing supporters satisfied.”

Roosevelt’s alliance with the left had
not been planned; it had not even grown;
it had erupted. The story of the Wagner
Act, the keystone of his rapprochement
with labor, and in a sense the heart of
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the second New Dea), is illustrative. The
Wagner Act had never been an adminis-
tration measure, It had been buffeted
aboul the legislative chambers for more
than a year without winning Roosevelt's
interest. His Secretary of Labor recalls
that he took no part in developing it,
“was hardly consulted about it,” and that
“it did not particularly appeal to him
when it was described to him.” Nor did
he altogether approve of the vigorous
way in which it was later administered by
the NLRB. Miss Perkins recalls that he
was “startled” when he heard that the
Board had ruled that no employer was
to be able to file a petition for an election
or ask the Board to settle a jurisdictional
dispute. Yet under the stimulus of re-
covery and the protection of the NLRB,
unions grew and flourished and provided
the pressure in politics that gave the
second New Deal its dynamic force. “A
good democratic antidote for the power
of big business,” said Roosevelt.

Since Roosevelt was baited and frus-
trated by the right and adopted by the
left, his ego was enlisted along with his
sympathies in behalf of the popular point
of view. During the formative period
of the second New Deal he seems to have
begun to feel that his social objectives
demanded a crusade against the “autoc-
racy.” Early in 1936 at a Jackson Day
dinner he made an elaborate and obvious
comparison between Jackson and himself
in which he observed of Jackson's hold
on the common people: “They loved him
for the enemies he had made.” It is doubt-
ful whether, even in Jackson’s day, there
had ever been such a close feeling of
communion between a president and the
great masses of the people as in the 1936
campaign. One incident that Roosevelt
recalled for reporters touched him espe-
cially. He was driving through New
Bedford, Massachusetts, when a young
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girl broke through the secret-service
guards and passed him a pathetic note.
She was a textile worker. Under the NRA
she had received the minimum of eleven
dollars a week, but had recently suffered
a fifty per cent wage cut. “You are the
only man that can do anything about it,”
her note ended. “Please send somebody
from Washington up here to restore our
minimum wages because we cannot live
on $4 or $5 or $6 a week.”® Here was
common ground: the “resplendent eco-
nomic autocracy” that imposed such a
pitiful wage scale was the same interest
that was faying the President. Without
design by either, and yet not altogether
by accident, Roosevelt and the New Bed-
fard girl had been thrown together in a
league of mutual defense.

Roosevelt's second inaugural address
was a lofty and benign document in
which he remarked with satisfaction on
the improvement of “the moral climate
of America,” declared that the proper
test of progress is “whether we provide
enough for those who have too little,”
and called attention to “one-third of a
nation, ill-housed, ill-clad, ill-nourished.”
In the first two years of his second admin-
istration he sponsored, in addition to the
controversial Supreme Court reform bill,
four new reform measures of broad eco-
nomic importance: the Housing Act of
1937, the Fair Labor Standards Act, the
Farm Security Act, and an unsuccessful
proposal to set up a national string of
seven TVA’s, But the New Deal was de-
signed for a capitalistic economy that, as
Miss Perkins says, Roosevelt took as
much for granted as he did his family,
For success in attaining his stated goals
of prosperity and distributive justice he
was fundamentally dependent upon re-

8 Sea Roosevelt's Public Papers, V, 824,
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storing the health of capitalism. The final
part of the New Deal story can be told
not only in political battles and reform
legislation but in jagged movements on
the business-cycle graphs.

Early in 1937, administration circles,
watching the rapid rise of the business
index almost to 1929 levels, became fear-
ful of a runaway boom. Federal Reserve
officials put a brake upon credit, Roose-
velt called upon Congress for economies,
and WPA rolls were sliced in half. Roose-
velt had never publicly accepted spend-
ing as a permanent governmental policy;
although he had operated upon yearly
deficits, he had always promised that
when the national income reached a satis-
factory level he would return to balanced
budgets. But events proved that he
had become a prisoner of the spending
expedient. As Alvin Hansen has char-
acterized it, the 1935-7 upswing was a
“consumption recovery,” financed and
spurred by huge government outlays.
When government expenditures were cut,
& sharp downward trend began, which
reached alarming dimensions early in
1938. Just at this time the National
Resources Committee, an executive fact-
finding agency, placed upon the presi-
dent’s desk a careful survey of consumer
incomes for 1935-8. The committee esti-
mated that 59 per cent of the families in
the land had annual cash incomes of less
than $1,250, 81 per cent less than $2,000.
When this report reached him, Roosevelt
knew that business conditions had again
declined. There were still about 7,500,000
workers unemployed. Plainly something
fundamental, something elusive, was
wrong,

The New Deal had accomplished a
heart-warming relief of distress, it had
achieved a certain measure of recovery,
it had released great forces of mass pro-
test and had revived American liberalism,

THE NEW DEAL — REVOLUTION OR EVOLUTIONP

it had left upon the statute books several
measures of permanent value, it had
established the principle that the entire
community through the agency of the
federal government has scme respon-
sibility for mass welfare, and it had im-
pressed its values so deeply upon the
national mind that the Republicans were
compelled to endorse its major accom-
plishments in election platforms, But, as
Roosevelt was aware, it had failed to
realize his objectives of distributive
justice and sound, stable prosperity.®

In April 1938 Roosevelt adopted two
expedients that signalized the severity of
the crisis in the New Deal: one was a
return to spending on a large scale, the
other a crusade against monopoly. The
first expedient solved the immediate cri-
sis: Congress readily appropriated new
funds, business conditions responded
quickly, and the “Roosevelt recession”
was soon liquidated. Henceforth Roose-
velt took it for granted that the economy
could not operate without the stimulus of
government funds. In his memorable
budget message of 1940 he finally ac-
cepted in theory what he had long been
doing in fact, admitted the responsibility
of government retrenchment for the re-
cession, credited the revival of spending
for the revival in business, and in general
discussed the problem of the federal
budget in Keynesian terms.!®

The second expedient, the call for an
attack upon monopoly, was a complete
reversal of Roosevelt's philosophy of 1933

9 Cf, the comment of Professor Tugwell in The
Stricken Land: “It was in economics that our
tronbles lay. For their solution his progressivism,
his new deal, was pathetically insufficient. . . .
I think . . . that he will be put down as having
failed in this realm of [domestic] affairs.”

10 The Hoover administration, which Roosevelt
had accused of extravagance in 1932, was now
criticized for having fafled to spend enough to
fight the depression.
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and the NRA policy. The message to
Congress in which the crusade was an-
nounced — and which led to the frujtful
TNEC investigations — was one of the
most remarkable economic documents
that have ever come from the White
House. Roosevelt viewed the structure
of economic and political power in broad
social perspective. “Private power,” he
declared, was reaching a point at which
it became “stronger than the democratic
state itself.” In the United States “a
concentration of private power without
equal in history is growing,” which is
“seriously impairing the effectiveness of
private enterprise.” “Private enterprise is
ceasing to be free enterprise and is be-
coming a cluster of private collectivisms.”
A democratic people would no longer
accept the meager standards of living
caused by the failure of monopolistic in-
dustry to produce, “Big business collec-
tivism in industry compels an ultimate
collectivism in government.” “The power
of the few to manage the economic life
of the Nation must be diffused among
the many or be transferred to the pub-
lic and its democratically responsible
government.”

Like Wilson, Roosevelt saw the devel-
opment of big business and monopoly
as a menace to democratic institutions,
but like Wilson and all other politicians
who touched upon the so-called trust
problem, he was equivocal about how
this menace was to be controlled. Al-
though his argument carried to the brink
of socialism, it was not gocialism that he
was proposing. Nor did he propose to
reverse the whole modern trend of eco-
nomic integration by trying to dissolve
big business, a course of action the futility
of which had been demonstrated by al-
most fifty years of experience, The econo-
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mists whose guidance he was following
believed that the rigid price structure of
the semi-monopolized heavy industries
was throwing the whole economy out
of gear. Presumably anti-trust measures
were not to be used to break up big cor-
porations but to discipline their pricing
policies. How the reformist state was to
police the corporations without either
destroying private enterprise or itself
succumbing to the massed strength of
corporate opposition was not made clear.
Roosevelt did not tackle such problems
in theory, and events spared him the
necessity of facing them in practice.

Roosevelt’s sudden and desperate ap-
peal to the ancient trustbusting device,
together with his failure in the fall elec-
tions of 1938 to purge the conservative
elements in his party, augured the politi-
cal bankruptcy of the New Deal. The
reform wave had spent itself, and the
Democratic Party, divided by the Su-
preme Court fight and the purge and
hamstrung by its large conservative bloc,
was exhausted as an agency of reform,
Always the realist, Roosevelt rang the
death knell of the New Deal in his annual
message to Congress on January 4, 1939.
“We have now passed the period of in-
ternal conflict in the launching of our
program of social reform,” he declared.
“Our full energies may now be released
to invigorate the processes of recovery in
order to preserve our reforms.” Almost
three years before Pearl Harbor his ex-
perimentation had run its course. “The
processes of recovery” came only with
war, “Our full energies” were never suc-
cessfully released for peacetime produc-
tion. What would have happened to the
political fortunes of Franklin D. Roosevelt
if the war had not created a new theater
for his leadership?



Suggestions for Addstional Reading

Although we are only a few years
away from the age of Roosevelt, a very
considerable number of works dealing
with the New Deal, or special aspects
of it, have already appeared. Not many
writers, however, have attempted as yet
a comprehensive treatment of the New
Deal era. Among the general works
which have been written are Charles
and Mary Beard, America in Midpassage
(New York, 1939); Dixon Wecter, The
Age of the Great Depression, 1929-
1941 (New York, 1948); and Broadus
Mitchell, Depression Decade (New York,
1947).

A rapidly growing number of memoirs
and autobiographical works written by
many of the leading personalities asso-
ciated with Roosevelt have appeared in
the last ten or fifteen years. Frances
Perkins’s The Roosevelt I Knew (New
York, 1946) is generally considered to
be the best of these works because her
sympathetic examination of Roosevelt is
controlled by detachment and intelligent
awareness of a context larger than the
loves and hates of Washington official-
dom. Other notable books in this cate-
gory which are less favorable to Roose-
velt are Raymond Moley, After Seven
Years (New York, 1939); James A.
Farley, Jim Farley's Story (New York,
1048); Cordell Hull, The Memoirs of
Cordell Hull (New York, 1948, 2 vols.).
Additional material on the character and
personality of Franklin D. Roosevelt is
furnished by some recent books of a
biographical or quasi-biographical na-
ture, such as Elliott Roosevelt, As He

Saw It (New York, 1946); Robert Sher-
wood, Roosevelt and Hopkins (New
York, 1948); John T. Flynn, The Roose-
velt Myth (New York, 1048); and
Gerald Johnson, Roosevelt: Dictator or
Democrat? (New York, 1941).

Many useful works have also appeared
dealing with special phases of the New
Deal. Particular aspects of the economic
and social program of the New Deal are
studied in such works as E. G. Nourse,
J. S. Davis, and ]. D. Black, Three Years
of the Agricultural Adjustment Adminis-
tration (Washington, 1937); Joseph S.
Davis, On Agricultural Policy, 19261938
(Stanford University, 1939); Hugh S.
Johnson, The Blue Eagle, from Egg to
Earth (Garden City, New York, 1935);
David E. Lilienthal, T.V.A.: Democracy
on the March (New York, 1944); Paul
H. Douglas, Social Security in the United
States (New York, 1936); R. R. R.
Brooks, Unions of Their Own Choosing
(New Haven, 1989); Joseph Rosenfarb,
The National Labor Policy and How It
Works (New York, 1940); Donald S.
Howard, The W.P.A. and Federal Relief
Policy (New York, 1043).

The new relationship between public
administration and the American econ-
omy is particularly well developed in
Merle Fainsod and Lincoln Gordon,
Government and the American Economy
(New York, 1941). The constitutional
issues of the New Deal are examined in
Robert Jackson, The Struggle for Judicial
Supremacy (New York, 1941); Edward
S. Corwin, The Twilight of the Supreme
Court (New Haven, 1934); R, K. Carr,
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The Supreme Court and Judicial Review
(New York, 1942).

No one can really get the “feel” of the
New Deal era and a satisfactory insight
into its impact on the minds of Ameri-
cans without reading many of the news-
paper editorials, magazine articles, and
literary works of the period. A well-

113

chosen collection of such writings s
Milton Crane’s The Roosevelt Era (New
York, 1047). .

For those who wish to let Franklin D.
Roosevelt speak for himself, there is The
Public Papers and Addresses of Franklin
D. Roosevelt, ed. Samuel I. Rosenman
(New York, 1938-1941, 9 vols.).



