



FDR and the Great Depression

EQ: What underlying economic problems collided during the late 1920s to cause the Great Depression?

EQ: How did Herbert Hoover respond to the collapse of the economy and why?

EQ: How did FDR’s personality, life experiences, and political career help him to respond to the needs of the American people and the Great Depression?

EQ: How was FDR’s approach to dealing with the Great Depression something completely new?

EQ: What was “Relief, Recovery, and Reform?”

EQ: Why did FDR increasingly turn to “Keynesian economics?”

EQ: What role did Eleanor play in FDR’s effectiveness as a president?

EQ: What was the “New Deal?”  What was the “New Deal Order?”

EQ: Was the New Deal successful?

I.Origins of Great Depression:

A. When Herbert Hoover took office  1929, many felt “the final triumph over poverty” was in sight

          1. 1920s—Economic expansion

  

a .For upper, middle and many industrial workers 20s decade prosperity

a. Corporate profits rose 62%; dividends 65%

b. Wages increased 11%

c. Prices many consumer goods decreased

d. National income increased from 65 to 83 billion

e. Stock market boomed

B. However—structural problems in economy

1. Overproduction paired with poor distribution income led to slowdown

2. Poor distribution income

a. 70% Am families lived on less than 2,500/yr (Figure Brookings Institute considered adequate standard living)

3. Too much buying on credit

4. Farming crisis—lower profits and higher production costs (hundreds of thousands

Left farms)

5. Stock market—lack regulation and over speculation

a. Buying on margin—10% down

b. Speculative frenzy drove prices up

c. Some unethical practices by major players

**6. Shift to consumer goods sector of economy in process (paired with poor distribution income)

a. Prosperity buoyed by construction, autos, consumer goods (furniture, appliances, radios, packaged foods etc.)

C. These forces collided

1. October 24, 1929—“Black Thursday”—bottom fell out of the market “Wall St. Lays an Egg”

a. Panic—suddenly everyone wanted to sell

b. Prices plummeted

2. NY’s financial leaders met at lunch to discuss

a. Led by JP Morgan, pooled 50 mil to buy stocks

b. Rally—recovered half of 6 bil lost

c. 12,894,650 shares traded—confidence seemed restored

3. Monday, Oct 28—Prices dropped, second rescue did not materialize

a. “Black Tuesday,” Oct 29—prices plummeted and continued to fall throughout Nov

b. Ex: US Steel 262 to 22; GM 73 to 8

c. Stories circulated that hotel clerks asked guests if room was for sleeping or jumping

4. June 1930, Hawley-Smoot Tariff further stifled trade

a. Exports dropped lowest level since 1905

b. Within two years, dropped 40%

D. With declining profits, co’s slashed production

1. 1929-1933—90,000 businesses failed

2. Corp profits fell 60%

3. 9,000 banks failed

a. Depositors lost 2.5 billion

               4. Money supply shrank by 1/3 (1930-33); consumption decreased 45% (autos 75%)

4. Unemployment 1929—3%; 1930—9%; 1933—25% (some say up to 33%)

a. Even higher in some industrial areas (as high as 50%)

III. Disagreement over what should be done

A. Secretary Treasury Andrew Mellon believed drop would cleanse economy of inflated 

Stock values

1. Hoover disagreed—unwilling to sit idle

2. Called leaders banking, industry and labor together.  Asked them to work together (no layoffs, wagecuts or strikes)

3. Insisted economy was sound

B. “Volunteerism” did not work

1. Initiated govt works projects (highways, govt buildings, Boulder Dam)

a. Federal, state and local govt doubled spending (not adequate)

2. Population grew angry

a. Blamed Hoover: “Mellon pulled the whistle

                                    Hoover rang the bell

                                    Wall Street gave the signal

                                    And the country went to hell”

3. By 1932 worker’s income down 40%

a. Millions unemployed; thousands wandering with no place to go

b. When job openings posted, thousands applicants

c. Private, state and local charities could not meet needs

d. Shantytowns nicknamed “Hoovervilles”

IV. Nation was in shock—country seemed to be literally falling apart

A. Cultural values—Protestant work ethic, opportunity, mobility, progress…the equation

Seemed as though it had stopped working

1. Implications: Am pol-economy?  National identity?  The “Am dream?”

2. Implications for idividual: moral stigma

B. As conservatives argued that this was natural part of capitalist economy, people grew

Increasingly disillusioned

1. Adding to misery—dust storms in midwest; then swarms of grasshoppers

2. Same time, farm prices plummeting; foreclosures

3. Deflation rampant

4. Hoover moved to promote more direct govt involvement

a. Created RFC (Reconstruction Finance Corporation) to provide loans to corps. 

to stave off bankcruptcy

b. Felt benefits would “trickle down” to workers and unemployed

c. Conservatives angry—“creeping socialism;” liberals angry—“welfare for the rich”

          *5. Hoover’s efforts not enough…still rooted in laissez-faire ideology

IV.1932 Election

A. Two very different candidates

1. Hoover somewhat dour—lacked charisma and energy

2. Franklin Delano Roosevelt—incredibly dynamic

a. “contagious smile,” positive attitude—theme song “Happy days are here again”

b. Promised a “New Deal for the American people”

             *c. Not afraid to break traditions (i.e. economic ideology); as governor NY had become

                  advocate of “proactive govt’

B. Won landslide victory—The nation then watched and waited

1. Personal charateristics: (See video notes), charasmatic, energetic, optimistic, pragmatic,  but also the consummate politician (political genius)

a. Would become the most loved and the most hated man in America (overwhelming 

majority would love him)

2. Am people felt he could do the job, but wanted to know how he was going to do it

V.  As public anxiously awaited inauguration March 4, FDR planned his first moves

A. Created what became known as the “brains trust”

1. R surrounded himself with nation’s brightest men

a. Key members: Adolf Berle, Rexrford Tugwell, Raymond Moley, Felix Frankfurter

b. They disagreed at times but all clearly felt govt should act
    *B. R had no coherant plan; ND was, in the end, “protean” in nature

1. Within political and ideological context (limitations), R made up his own mind

a. “Above all, try something…”

b. Pragmatic

2. Inauguration—“We have nothing to fear, but fear itself”

a. Quotation from video:

C. First “Hundred Days”

1. March 6, “Bank Holiday”—closed banks, special session of Congress

a. Emergency Banking Act—allowed the Fed to certify soundness of banks and

Support by buying stocks

         **2. March 12, first “Fireside Chat”—reassured Ams banking was sound

a. Within month 75% open

            3.Next 100 days signed 15 major pieces of legislation

a. Congress approved rapidly

b. Fireside chats to explain what was being done

c. “Relief, Recovery and Reform”

d. Supported repeal prohibition

e. Glass-Seagall Banking Act—FDIC (insured deposits up to 5,000)

f. Federal Securities Act (and later Securities and Exchange Act 34’) regulated stock

market

g. Agricultural Adjustment Act (AAA)—subsidies and payment to not plant crops

         ***h. National Industrial Recovery Act (NIRA)

                      *Headed by General Hugh Johnson (headed War Ind Board WWI)—zealous

                      *Was to be center piece of recovery

                      *Business, labor and govt work on planning boards

                      *Created “industrial codes” setting wages, prices and production

                      *”Blue Eagle” as symbol support by co., parades and songs

                      *Within NRA, PWA (Public Works Administration) under Harold Ickes—

                         provided jobs (building roads, schools, hospitals, dams etc)

                      *”Section 7”—promoted unionism and collective bargaining, outlawed child labor

h. TVA (Tennessee Valley Authority)—series dams/hydroelectric plants: provided 

electricity, flood control, stimulated agriculture and consumption (later REA—

Rural Electrification Administration)

i. CCC (Civilian Conservation Corps) provided jobs for unemployed males 18-25 yo

j. FERA (Federal Emergency Relief Admin)

             *k. See chart for more info on legislation

D. “Second Hundred Days”  1935

1. Added WPA (Works Progress Admin)—goal supply more jobs

a. Headed by Harry Hopkins

b. Built roads, schools, public buildings, parks, etc.

c. Also funded arts—literature, photography, drama, history, etc)

d. Prodded by Eleanor, special efforts to help women, minorities, students, youth

e. NYA (National Youth Admin)—college aid, job training, recreational programs

        *2. Social Security Act—old age pensions, aid dependent children

a. Driving force Frances Perkins (Sec Labor—first woman sec)

         *3. Wagner Act (National Labor Relations Act)—protected workers/unions

a. National Labor Relations Board—Arbiter disputes

2. Raised taxes on wealthy

a. Not much, mostly symbolic

VI. Battle with Supreme Court

     A. May 1935, Sup Crt declared NRA unconstitutional

1. Dominated by conservative justices

2. Said Constitution did not permit govt to set “national codes”—wages, hours etc.

a. PWA remained but R had to seek other ways to fuel economy

b. Billions pumped into CCC, PWA, FERA, WPA, RFC, AAA, etc.

c. Reality: NRA was not working well

d. Cumbersome, businesses cheated

e. Stimulated production but not sufficient increase in purchasing power

     B. 1936  Court moving in on AAA

1. Threatened principles of New Deal (govt action)

2. Wagner Act and Social Security Act in docket

     C. R devised “court-packing” plan

1. Using power of Congress to set number Sup Crt justices, created legislation that would 

add an additional justice for every one over 70 yo

a. Said that they could not keep up with workload

b. Many ND supporters frightened by this—threatened checks and balances

2. Series of split (5-4) decisions, Crt witheld Wash. State min wage law, Wagner Act, 

And Soc Sec Act

3. Conservative Justice retired; what support R had evaporated

4. R. appointed liberal Hugo Black

a. By 1945 R would appoint eight more

b. They would approve of and uphold expanded role of govt

VII. End of New Deal

     A .By 1937 opposition to R gaining confidence and strength

          1.Economy now stabilizing (though not fully recovered)*

a. Business, conservatives and some Southern Democrats united against R

b. R terribly battered after Crt debacle

     B. Secretary of Treasury Morgenthau convinced R to cut spending

1. Triggered recession and rapid increase unemployment

a. Called the “Roosevelt Recession”

          *2. R pumped money back into programs

a. By Nov 38’ recession over

B. R had shifted towards Keynesians

*1. Influenced by economist Alvin Hansen and group economists at Univ Chicago (Keynesians)

a. John Maynard Keynes urged R to do more in open letter New York Times

2. R also resumed attack on economic concentration with anti-trust suits

C. Congressional opposition now difficult to overcome

1.Last major piece legislation—Fair Labor Standards Act (38’)

     a. 44 hrs max per work week, $.25 minimum wage, protection unskilled and minority 

      workers

VIII.Was the New Deal successful?

     A.Economy: ND did not end Great Depression

1. R was a “reluctant Keynesian”

a. Never willing to spend enough to “prime the pump” adequately

           **b. It would take WWII to legitimize spending at sufficient level to spur econ recovery

                     (JM Keynes said as much)

2. It did, however, end the economic free-fall and period of intense fear

           **a. By regulating banking and securities, supporting farmers and homeowners, 

                  expanding development in the South and Southwest, bringing electricity to rural 

                 areas, protecting labor, promoting education,  (see Leuctenberg) , the New Deal did  

                 lay the foundation for future prosperity and growth of the American middle class;    

                 through GI Bill millions of veterans given home loans, business loans, and the   

                 opportunity to get a college education

3. Conservatives disagree—believe it undermined individualism and free enterprize;

Radicals consider it a missed chance to fundamentally change the country

   **IX. Politically: phenomenal change

           1.First and foremost—had changed relationship between govt the economy and society

                 a.Govt now seen as responsible for health of economy

                 b.FDR’s call to help the “forgotton man” established basis for future actions

3. Size and power of federal govt increased enormously

a. Also, power of executive strengthened a great deal (control cabinet, initiating legisl.,

Bureau of  the Budget brought to Exec. Office)

4. Political power of Democratic Party established a “New Deal Order”

a. New Deal ideology would remain a force until 1979 (or later)

b. Democratic voting coalition of: labor, African-Ams and other minorities, poor, lower middle and much of middle-middle, some upper middle and upper, many intellectuals and artists

     C.Socially: Created foundation for more just society

1. Supported organized labor

2. Supported elderly and children 

3. Supported education

4. Sybolically and, behind the scenes systemically, supported women and minorities

a. Used Eleanor Roosevelt**

        *5. Set course for the phenomenal growth of the American middle class

IX. Where would he have taken the nation next?

1. As 1930’s were ending, FDR’s thoughts increasingly focussed on Nazi Germany and Imperial Japan

“From Dr. Feel Good to Dr. Win the War”**********See Video notes!


2. At prompting by Eleanor, FDR gave his “Four Freedoms Speech”

In the future days, which we seek to make secure, we look forward to a world founded upon four essential human freedoms.

The first is freedom of speech and expression -- everywhere in the world.

The second is freedom of every person to worship God in his own way -- everywhere in the world.

The third is freedom from want -- which, translated into world terms, means economic understandings which will secure to every nation a healthy peacetime life for its inhabitants -- everywhere in the world.

The fourth is freedom from fear -- which, translated into world terms, means a world-wide reduction of armaments to such a point and in such a thorough fashion that no nation will be in a position to commit an act of physical aggression against any neighbor-- anywhere in the world.

That is no vision of a distant millennium. It is a definite basis for a kind of world attainable in our own time and generation. That kind of world is the very antithesis of the so-called new order of tyranny which the dictators seek to create with the crash of a bomb.

To that new order we oppose the greater conception -- the moral order. A good society is able to face schemes of world domination and foreign revolutions alike without fear.

Since the beginning of our American history, we have been engaged in change -- in a perpetual peaceful revolution -- a revolution which goes on steadily, quietly adjusting itself to changing conditions -- without the concentration camp or the quick-lime in the ditch. The world order which we seek is the cooperation of free countries, working together in a friendly, civilized society.

This nation has placed its destiny in the hands and heads and hearts of its millions of free men and women; and its faith in freedom under the guidance of God. Freedom means the supremacy of human rights everywhere. Our support goes to those who struggle to gain those rights or keep them. Our strength is our unity of purpose.

To that high concept there can be no end save victory.

From Congressional Record, 1941, Vol. 87, Pt. I.


a. Internationalism backed by military production (aid to democracies)



     B. Also in 1941, FDR and Churchill secretly met on the North Atlantic to discuss the war.


1. They created the “Atlantic Charter”

Summary:

   1. No territorial gains were to be sought by the United States or the United Kingdom.

   2. Territorial adjustments must be in accord with the wishes of the peoples concerned.

   3. All peoples had a right to self-determination.

   4. Trade barriers were to be lowered.

   5. There was to be global economic cooperation and advancement of social welfare.

   6. Freedom from want and fear.

   7. Freedom of the seas.

   8. Disarmament of aggressor nations, postwar common disarmament.


a. Intended: Germany and Japan would enter system without being



   crushed as Germany was in 1919; creation of the United Nations



b. Breton Woods Conference 1944 would attempt to harmonize world economic 



development; GATT, World Bank, IMF (Keynes would be there)
Joint Statement by President Roosevelt and Prime Minister Churchill, August 14, 1941(1):

The following statement signed by the President of the United States and the Prime Minister of Great Britain is released for the information of the Press:

The President of the United States and the Prime Minister, Mr. Churchill, representing His Majesty's Government in the United Kingdom, have met at sea.

They have been accompanied by officials of their two Governments, including high ranking officers of the Military, Naval and Air Services The whole problem of the supply of munitions of war, as provided by the Lease-Lend Act, for the armed forces of the United States and for those countries actively engaged in resisting aggression has been further examined.

Lord Beaverbrook, the Minister of Supply of the British Government, has joined in these conferences. He is going to proceed to Washington to discuss further details with appropriate officials of the United States Government. These conferences will also cover the supply problems of the Soviet Union.

The President and the Prime Minister have had several conferences They have considered the dangers to world civilization arising from the policies of military domination by conquest upon which the Hitlerite government of Germany and other governments associated therewith have embarked, and have made clear the stress which their countries are respectively taking for their safety in the face of these dangers.

They have agreed upon the following joint declaration: (2)

------------------------------------------------------------------------------------------

The President of the United States of America and the Prime Minister, Mr. Churchill, representing His Majesty's Government in the United Kingdom, being met together, deem it right to make known certain common principles in the national policies of their respective countries on which they base their hopes for a better future for the world.

First, their countries seek no aggrandizement, territorial or other;

Second, they desire to see no territorial changes that do not accord with the freely expressed wishes of the peoples concerned;

Third, they respect the right of all peoples to choose the form of government under which they will live; and they wish to see sovereign rights and self government restored to those who have been forcibly deprived of them;

Fourth, they will endeavor, with due respect for their existing obligations, to further the enjoyment by all States, great or small, victor or vanquished, of access, on equal terms, to the trade and to the raw materials of the world which are needed for their economic prosperity;

Fifth, they desire to bring about the fullest collaboration between all nations in the economic field with the object of securing, for all, improved labor standards, economic advancement and social security;

Sixth, after the final destruction of the Nazi tyranny, they hope to see established a peace which will afford to all nations the means of dwelling in safety within their own boundaries, and which will afford assurance that all the men in all the lands may live out their lives in freedom from fear and want;

Seventh, such a peace should enable all men to traverse the high seas and oceans without hindrance;

Eighth, they believe that all of the nations of the world, for realistic as well as spiritual reasons must come to the abandonment of the use of force. Since no future peace can be maintained if land, sea or air armaments continue to be employed by nations which threaten, or may threaten, aggression outside of their frontiers, they believe, pending the establishment of a wider and permanent system of general security, that the disarmament of such nations is essential. They will likewise aid and encourage all other practicable measures which will lighten for peace-loving peoples the crushing burden of armaments.

Signed by: Franklin D. Roosevelt & Winston S. Churchill

----------------------------------------------------------------

2. In campaign of 1944, announced his “Economic Bill of Rights”

a. Calling for full employment, universal healthcare and an emphasis on education

“The Economic Bill of Rights”

Excerpt from 11 January 1944 message to Congress on the State of the Union

It is our duty now to begin to lay the plans and determine the strategy for the winning of a lasting peace and the establishment of an American standard of living higher than ever before known. We cannot be content, no matter how high that general standard of living may be, if some fraction of our people—whether it be one-third or one-fifth or one-tenth—is ill-fed, ill-clothed, ill-housed, and insecure.

This Republic had its beginning, and grew to its present strength, under the protection of certain inalienable political rights—among them the right of free speech, free press, free worship, trial by jury, freedom from unreasonable searches and seizures. They were our rights to life and liberty.

As our nation has grown in size and stature, however—as our industrial economy expanded—these political rights proved inadequate to assure us equality in the pursuit of happiness.

We have come to a clear realization of the fact that true individual freedom cannot exist without economic security and independence. “Necessitous men are not free men.” People who are hungry and out of a job are the stuff of which dictatorships are made.

In our day these economic truths have become accepted as self-evident. We have accepted, so to speak, a second Bill of Rights under which a new basis of security and prosperity can be established for all—regardless of station, race, or creed.

Among these are:

The right to a useful and remunerative job in the industries or shops or farms or mines of the nation;

The right to earn enough to provide adequate food and clothing and recreation;

The right of every farmer to raise and sell his products at a return which will give him and his family a decent living;

The right of every businessman, large and small, to trade in an atmosphere of freedom from unfair competition and domination by monopolies at home or abroad;

The right of every family to a decent home;

The right to adequate medical care and the opportunity to achieve and enjoy good health;

The right to adequate protection from the economic fears of old age, sickness, accident, and unemployment;

The right to a good education.

All of these rights spell security. And after this war is won we must be prepared to move forward, in the implementation of these rights, to new goals of human happiness and well-being.

America’s own rightful place in the world depends in large part upon how fully these and similar rights have been carried into practice for our citizens.

          3. Much of the nation absolutely shattered when he died

