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The Reader's Companion to American History 
NEW DEAL
Franklin D. Roosevelt accepted the Democratic nomination for president in 1932 by promising "a new deal for the American people," a phrase that has endured as a label for his administration and its many domestic achievements. The New Deal consisted of many different efforts to end the Great Depression and reform the American economy. Most of them failed, but there were enough successes to establish it as the most important episode of the twentieth century in the creation of the modern American state.
Roosevelt entered office with no single ideology or plan for dealing with the depression, but his programs were not without precedents. The New Deal reflected progressive ideas that Roosevelt and most of his original associates had absorbed in their political youths early in the century: an impatience with economic disorder; an opposition to monopoly; a commitment to government regulation of the economy; a belief that poverty was usually a product of social and economic forces, not a personal moral failure. The New Deal also drew heavily on the experiences of its leaders in the economic mobilization for World War I and on the policy experiments of the 1920s, both of which involved efforts to harmonize the economy by creating cooperative relationships among its constituent elements. The New Deal was eclectic, pragmatic, and frankly experimental. What many considered its incoherence, however, was a result not of an absence of ideology but of the presence of several competing ones.
The major domestic achievements of the New Deal took shape during three distinct periods. In 1933 the administration moved energetically to stop the economic panic that had engulfed the nation in 1932 (and had led to Roosevelt's decisive electoral victory). In the period from early 1935 to mid-1936, as the president prepared for reelection, the administration launched a second series of reforms, which historians have often called the "second New Deal." A third and less productive period of activism began in mid-1937 and continued through 1938 as the administration searched for ways to make the federal bureaucracy more efficient and to make the president more powerful within it. It tried as well to find a solution to a serious new recession. By 1939 the domestic political climate had become hostile to further reform, and the administration was turning its attention to the growing international tensions that would soon lead to war.
The desperate economic situation, combined with the substantial Democratic victories in the 1932 elections, gave Roosevelt unusual influence over Congress in the first months of his administration. He used his leverage to win rapid passage of a series of measures to prop up the tottering banking system, reform the stock market, aid the unemployed, and induce industrial and agricultural recovery. The celebrated first Hundred Days of the new administration produced a federal program to protect American farmers from the uncertainties of the market through subsidies and production controls, the Agricultural Adjustment Administration (aaa). It created a new federal regulatory agency to oversee the stock market, the Securities and Exchange Commission (sec); a reform of the banking system that included a system of insurance for deposits, the Federal Deposit Insurance Corporation (fdic); and a series of relief measures to aid some of the 15 million unemployed Americans, among them the Civilian Conservation Corps (ccc), the Civil Works Administration (cwa), and the Federal Emergency Relief Administration (fera). The early New Deal also began the Tennessee Valley Authority (tva), an unprecedented experiment in flood control, public power, and regional planning.
The National Industrial Recovery Act (nira), the most important undertaking of the first Hundred Days, contained a guarantee to workers of the right of collective bargaining and helped spur major union organizing drives in many industries. It created a substantial federal public works program, the Public Works Administration (pwa). Most important, and least successful, was the National Recovery Administration (nra), which attempted to stabilize prices and wages through cooperative "code authorities" involving government, business, and labor.
These and other early initiatives created broad popular support for the Roosevelt administration and halted the rapid unraveling of the financial system. They did not, however, end, or even significantly abate, the Great Depression. Several crucial New Deal programs, moreover, violated conservative constitutional theory; the nra, the aaa, and others were invalidated by the Supreme Court, which was dominated by conservatives with a narrow view of the interstate commerce clause of the Constitution, the basis of much New Deal legislation. In the meantime, the administration was coming under increasing popular pressure to do more. Among those pressures were the increasing militancy of the trade union movement and the growing influence of such dissident challengers as Huey Long and Father Charles E. Coughlin.
In the spring of 1935, responding to the setbacks in the Court, restiveness in Congress, and the growing popular clamor for more dramatic action, the administration proposed or endorsed several important new initiatives. The National Labor Relations Act, also known as the Wagner Act, revived and strengthened the protections of collective bargaining contained in the original (and now invalidated) nira. New relief programs, of which the most prominent was the Works Progress Administration (wpa), created hundreds of thousands of jobs for the unemployed. Highly publicized, if largely symbolic, measures—a tax on large fortunes and an assault on utilities holding companies—established the New Deal's antimonopoly credentials. But the most important achievement of 1935, and perhaps of the New Deal as a whole, was the Social Security Act, which established a system of old-age pensions, unemployment insurance, and welfare benefits for such protected groups as dependent children and the handicapped. It established a framework that shaped the American welfare system through the remainder of the century.
Roosevelt's landslide reelection in 1936 produced large Democratic majorities in both houses of Congress and predictions (from the president's supporters) of great new achievements and (from his opponents) of an executive dictatorship. Instead, the administration encountered a long string of frustrations. They were partly a result of the president's own political errors. Emboldened by his triumphs and angry at the obduracy of his opponents (the Supreme Court among them), Roosevelt set out in 1937 to consolidate his authority within the government in ways that provoked powerful opposition. Early in the year, he proposed a "reform" of the judiciary designed to stop the series of reverses his programs had been suffering in the Supreme Court. He asked Congress to expand the number of justices so as to allow him to appoint members sympathetic to his ideas and hence tip the ideological balance of the Court. In one sense the proposal succeeded; two of the existing justices, almost certainly in response to the threat, switched positions and began voting to uphold New Deal measures, which created an effective liberal majority. But the "Court-packing plan," as it was known, did lasting political damage to Roosevelt and was finally rejected by Congress. At about the same time, the administration proposed a plan to reorganize the executive branch in ways that would significantly increase the president's control over the bureaucracy. Like the Court-packing plan, executive reorganization evoked strong opposition from those who feared a Roosevelt "dictatorship" and failed in Congress; a watered-down version of the bill finally won passage in 1939.
The biggest domestic event of Roosevelt's second term, however, was the severe recession that began in the fall of 1937 and continued through most of 1938—a result, at least in part, of a premature effort by the administration to balance the budget by reducing federal spending. The New Deal responded in two ways. First, it launched a new rhetorical campaign against monopoly power, which many liberals believed was the cause of the recession. The centerpiece of this effort was a great public investigation of the issue by a special body, the Temporary National Economic Committee, composed of members of both the executive branch and Congress. By the time the committee completed its work, however, the nation was at war and the antimonopoly fervor had cooled. At about the same time, the president appointed an aggressive new director of the antitrust division of the Justice Department—Thurman Arnold, who greatly expanded the division's staff and launched prosecutions unprecedented in their number and range. Arnold, too, lost his effectiveness once World War II began and resigned in 1943, but not before achieving a permanent expansion of the bureaucratic capacities of the antitrust division.
The administration's second response to the 1937 recession was ultimately more significant. Responding to the urgings of liberal economists and others in his administration (and ignoring the impassioned pleas of the Treasury Department), Roosevelt abandoned his efforts to balance the budget and launched a $5 billion spending program in the spring of 1938 whose purpose was to increase mass purchasing power as an antidote to the recession. Few Americans were much aware yet of the ideas of John Maynard Keynes, whose theories would soon transform economic thought throughout much of the world. But the spending program of 1938 helped legitimize an approach to policy that would later become known as Keynesian economics.
The last major domestic achievement of the Roosevelt administration was the passage in 1938 of the Fair Labor Standards Act, which established a national minimum wage and set limits on hours of work. By the end of the year, the New Deal had effectively come to an end. Roosevelt went on to win an unprecedented third term in 1940 and a fourth in 1944, and to lead the nation through a great world war. But his efforts to reform the American economy no longer generated broad congressional or popular support. By 1939 he was turning increasingly to the great international crises that would dominate the last five years of his life.
In retrospect, the New Deal has often seemed as significant for the things it did not do as for the things it achieved. It did not end the Great Depression and the massive unemployment that accompanied it; only the enormous public and private spending for World War II finally did that. It did not, the complaints of conservative critics notwithstanding, transform American capitalism in any genuinely radical way; except in the field of labor relations, corporate power remained nearly as free from government regulation or control in 1945 as it had been in 1933. The New Deal did not end poverty or effect any significant redistribution of wealth. Nor did it do much to address some of the principal domestic challenges of the postwar era, among them the problems of racial and sexual inequality.
Even so, the achievements of the Roosevelt administration rank among the most important of any presidency in American history, for at least three reasons. First, the New Deal created a series of new state institutions that greatly, and permanently, expanded the role of the federal government in American life. The government was now committed to providing at least minimal assistance to the poor and unemployed; to protecting the rights of labor unions; to stabilizing the banking system; to building low-income housing; to regulating the financial markets; to subsidizing agricultural production; and to doing many other things that had not previously been federal responsibilities. As a result of the New Deal, American political and economic life became much more competitive than before, with workers, farmers, consumers, and others now able to press their demands upon the government in ways that in the past had been available only to the corporate world. (Hence the frequent description of the government the New Deal created as a "broker state," a state brokering the competing claims of numerous groups.) Second, the New Deal produced a new political coalition that sustained the Democrats as the majority party in national politics for more than a generation after its own end. Finally, the Roosevelt administration generated a set of political ideas—known to later generations as New Deal liberalism—that remained a source of inspiration and controversy for decades and that helped shape the next great experiment in liberal reform, the Great Society of the 1960s.
Anthony Badger, The New Deal (1988); Frank Freidel, Franklin D. Roosevelt: A Rendezvous with Destiny (1990); William E. Leuchtenberg, Franklin D. Roosevelt and the New Deal (1963); Arthur M. Schlesinger, Jr., The Age of Roosevelt, 3 vols. (1957-1960).
Alan Brinkley
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