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CHAPTER 5
THE NEW DEAL’S DIRECT JOB CREATION STRATEGY:
PROVIDING EMPLOYMENT ASSURANCE FOR AMERICAN WORKERS
Philip Harvey
Our greatest primary task is to put people to work. This is no unsolvable problem if we face it
wisely and courageously. It can be accomplished in part by direct recruiting by the Government
itself, treating the task as we would treat the emergency of a war, but at the same time, through
this employment, accomplishing greatly needed projects to stimulate and reorganize the use of
our natural resources.
Franklin D. Roosevelt, First Inaugural Address, March 4, 1933
Introduction
Of all the programs and legislative reforms comprising the Roosevelt Administration’s
response to the Great Depression, none is more emblematic of the New Deal than the era’s direct
job creation programs—most famously the Works Progress Administration (WPA) and Civilian
Conservation Corps (CCC). It might be supposed, therefore, that when progressive economists
consider whether the New Deal has anything to teach us about responding to the problem of
unemployment, these are the initiatives that would attract their attention. But the only attribute of
these programs that appears to interest progressive economists today is their macroeconomic
effect—as if the only thing they have to teach us about combating unemployment is the negative
lesson derived from the Roosevelt Administration’s failure to engage in enough deficit spending
to end the Great Depression as quickly as it could have. The jobs provided to WPA and CCC
workers simply don’t register in their assessment, either because they assume those jobs are
already accounted for in the multiplier effect of the deficit spending that created them or because
their Keynesian bias has blinded them to the possibility of addressing aggregate shortfalls in
employment by means other than accelerating economic growth.
This chapter argues that this view of the New Deal’s direct job creation programs misses
the most important lessons they have to teach us. It misperceives the multiple objectives they
served in combating the labor-market effects of the Great Depression. It ignores the social
welfare benefits that employment in the programs provided to millions of unemployed workers
and their families; It discounts the value of the goods and services they produced for the nation’s
communities; it overlooks the ability of programs like the WPA to enhance the effectiveness of
Keynesian anti-cyclical measures; and it disregards the potential of such programs to achieve the
ultimate goal of Keynesian economic policy—sustained full employment.
In pursuit of this agenda the chapter 1) reviews the history of the New Deal’s direct job
creation initiatives, 2) describes the policy vision that motivated their establishment, 3) discusses
the advantages of this strategy for achieving genuine full employment,1 and 4) explains why the
New Deal strategy would have performed better than the Keynesian strategy advocated by most
progressive economists today as a response to the “Great Recession.”
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The Origins of the New Deal
When the Roosevelt administration assumed office in early 1933, a consensus existed
across the relevant political spectrum that some form of government intervention in the economy
was necessary to meet the relief needs of the population, reduce unemployment and facilitate a
return to prosperity. The continuing debate concerned the form this intervention should take. The
Roosevelt administration was eclectic and pragmatic in the strategies it pursued, guided by
varied and often conflicting visions of how the economy should be structured. It also had to
contend with other centers of power and interest both inside and outside government.
The policies that emerged in this context reflected compromises, not the pure application
of a particular ideological agenda. The strategies pursued had various goals—to “prime the
pump” of business activity, increase consumption, stabilize the financial system, increase the
money supply, ease the availability of credit, promote “business confidence,” reduce industrial
strife, or introduce a measure of economic planning into the management of the economy.
Ironically, in light of his reputation as a spendthrift, the one firm belief Roosevelt held regarding
federal economic policy was that balancing the federal budget—if it were possible—would
hasten the economy’s recovery. Roosevelt was not alone in holding this view, and he made sure
it was well represented in his administration—principally in his choice of Secretaries of the
Treasury. When his advisors finally believed the time was right to rein in spending, the result
was the disastrous recession of 1937-1938 that delayed the economy’s full recovery by several
years.
Despite their differences, however, the New Dealers shared a common view of the
general nature of the nation’s joblessness problem. This view directly contradicted the
presumption embedded in the nation’s existing poor law system (and supported by the teaching
of classical and neo-classical economists) that joblessness was a voluntary condition.2 The New
Dealers believed that joblessness was caused by a lack of jobs, not by a failure on the part of
jobless individuals to seek or accept work. They believed that cutting wages would increase
joblessness, rather than reduce it, because of its depressing effect on consumer purchases. The
goal of government initiatives to combat joblessness should be to close the economy’s job gap,
not to correct the supposed moral failings of jobless individuals or to put pressure on them to
seek and accept presumably available work. Concerns about the negative effects public
assistance might have on jobless individuals persisted, but they were overwhelmed by concerns
about the negative effects of joblessness itself. The New Dealers believed that society had an
obligation to offer aid to persons denied the opportunity to be self-supporting, and that the stigma
associated with the receipt of such assistance under the nation’s existing poor law system was
inappropriate.
Consistent with the eclecticism of the Roosevelt administration, a variety of reforms were
initiated to address the joblessness problem. Some of these reforms focused directly on the
problem of unemployment, as with the administration’s direct job creation initiatives. Others
focused on problems that had an indirect effect on unemployment, such as the wide-spread use of
child labor or the lack of old age pensions. All of the reforms they implemented pursued a
common strategy consistent with the New Dealers’ shared view of the nature of the
unemployment problem. Their goal was to narrow the economy’s job gap either by increasing
the number of jobs available or by reducing the number of job seekers.
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The most obvious strategy devised by the New Dealers to close the economy’s job gap
was to use public funds to create jobs. They did this in two ways. The first was to increase
federal funding for contracted public works. The second was to establish public employment
programs for needy workers in which the government itself acted as the employer. In addition to
the direct job-creation effect of these initiatives, it was believed they would stimulate job
creation in the private sector by increasing both consumer purchasing power and capital goods
orders.3
Contracted Work: The Public Works Administration
The New Deal’s contracted public works initiative was implemented mainly through the
Public Works Administration (PWA) established in the summer of 1933 with an initial $3.3
billion authorization.4 This was a sizable fiscal commitment for a government whose
expenditures in 1933 totaled only $3.4 billion5 in an economy whose GDP equaled only $56.4
billion.6 Congress intended for these funds to be fully committed, if not fully spent within two
years, so the net fiscal stimulus contemplated was on the order of 2-3 percent of GDP a year.
All PWA project hiring and was done by private contractors.
The program took much longer to spend its authorization than was contemplated and
other job-creation programs were adopted in the interim, but the PWA remained the primary
source of funding for large-scale public works in the United States between 1933 and the end of
the decade. Reauthorized and granted additional funding several times during this period, the
PWA made grants totaling about $2.3 billion to state and local governments and another $1.8
billion to other federal government agencies for the support of public works construction
projects. State and local governments contributed another $1.9 billion to this sum, though a
significant portion of their contribution was financed by the PWA.7 Thus, a total of
approximately six billion dollars was spent on PWA projects between mid-1933 and the end of
the decade, an average of about 1.3% of GDP annually.8
Between their establishment in mid 1933 and March 1939, PWA projects furnished
approximately 1.7 billion hours of direct employment and paid wages averaging seventy cents
per hour ($10.59 in 2012).9 The maximum work-week for individuals employed on these
projects was originally set at thirty hours, though this was later raised to the industry standard of
forty hours.10 Based on this work week, the program provided an average of 183,204 jobs at any
point in time, a figure that amounted to only three-tenths of one percent of the nation’s labor
force.
For each dollar spent on direct labor costs, however, PWA projects spent an average of
$1.79 on materials, and the U.S. Bureau of Labor Statistics estimated that approximately 2.5 jobs
were created in producing those materials for every job created within the PWA itself.11 Adding
these jobs to the average of 183,204 jobs provided directly on PWA projects results in an
estimated employment effect of 485,000, or about 0.9 percent of the nation’s labor force at the
time.
This estimate of the program’s employment effects is still incomplete, however, because
it does not include the full multiplier effect of program expenditures. If the indirect (multiplierinduced) employment effect of PWA expenditures equaled fifty percent of the 485,000 jobs
attributed to the program’s direct purchases of labor and materials,12 the overall employment
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effect of the program equaled about 750,000 jobs, or about 1.5 percent of the nation’s labor
force—in exchange for an annual investment that we have noted averaged about 1.3 percent of
GDP between 1933 and 1939. The program was phased out during World War II, with its
functions transferred to the Federal Works Agency in 1943.13
Direct Government Job Creation
Although the difference is often overlooked, it is important to distinguish the PWA’s
conventional public works model (which relied on private contractors funded by the government
to hire workers and carry out projects) from the New Deal’s direct job creation initiatives (in
which the federal government itself hired workers and carried out projects). The New Deal’s
direct-job creation effort was embodied in four major programs: the Civilian Conservation
Corps (CCC) established in the spring of 1933 (see chapter 8); the Civil Works Administration
(CWA), established as an emergency initiative using PWA funds in the winter of 1933-34; the
WPA, established in 1935; and the National Youth Administration (NYA) also established in
1935 (originally as the youth division of the WPA but later reorganized as a free-standing
program).14 The CWA lasted only four months, but the CCC, WPA and NYA all continued to
operate until the early 1940s when they were phased out as spending on World War II and a
dramatic expansion of the armed forces pushed the unemployment rate down to the genuine full
employment level (1.9 percent in 1943).
Why, if Roosevelt believed in balancing the budget, was he willing to engage in deficit
spending to fund programs like these? The principle reason was that there was one thing
Roosevelt considered even more important than balancing the budget—the duty of government
to fulfill its obligation to secure what he viewed as the right of every member of society to
economic security. Simply stated, although he may have thought that balancing the federal
budget was the road to recovery, Roosevelt believed the fulfillment of the government’s social
welfare obligations to the American people took priority over that goal.
Roosevelt’s views on this point were always clear. In his principal campaign address on
the federal budget in 1932, candidate Roosevelt excoriated President Hoover for his
administration’s failure to balance the federal budget, but he also made it clear that he was
willing to operate in the red to meet human needs. After summarizing his strategy for cutting
government expenses he offered the following caveat.
At the same time, let me repeat from now to election day so that every man,
woman and child in the United States will know what I mean: If starvation and
dire need on the part of any of our citizens make necessary the appropriation of
additional funds which would keep the budget out of balance, I shall not hesitate
to tell the American people the full truth and ask them to authorize the
expenditure of that additional amount.15
This attitude created an opportunity for the President’s social welfare advisors to play a
particularly prominent role in shaping his Administration’s response to the problem of
unemployment. Joblessness wasn’t just an economic problem to be solved by promoting the
economy’s recovery. It was also a social problem that required the immediate intervention of
government to provide for the needs of unemployed workers and their families. The most
important and creative aspects of the New Deal’s response to the problem of unemployment,
4

accordingly, were viewed by the New Dealers themselves as social welfare rather than economic
policy measures; and the social welfare strategy embodied in those measures was conceived and
developed, not by economists, but by a pair of social workers.
Harry Hopkins was Roosevelt’s relief administrator. A social worker with strong
administrative experience, he was appointed by the President to head the Federal Emergency
Relief Administration (FERA) established in the spring of 1933 to distribute $500 million in
federal funds appropriated by Congress to shore up the nation’s state-based and locallyadministered public relief system.16 Hopkins principal aide was another social worker, a white
southerner named Aubrey Williams who grew up in poverty and was a life-long champion of
civil rights.17
Frustrated by the narrow range of reforms FERA was empowered to make in the nation’s
existing social welfare system, Hopkins and Williams developed an alternative model for the
delivery of public aid to the unemployed. In a conceptual memo outlining their plan, Williams
wrote that “relief as such should be abolished.”18 Instead, the unemployed should be offered real
jobs paying good daily wages, doing useful work suited to their individual skills. In other words,
instead of offering the unemployed public relief, they should be offered quality employment of
the sort normally associated with contracted public works. However, to minimize both the cost of
the undertaking and the amount of time needed to launch it, the government should serve as its
own contractor, and the projects undertaken should be both less elaborate and more laborintensive than conventional public works.
In late October 1933, Hopkins pitched a job-creation proposal to President Roosevelt
based on the model he and Williams had devised. Disappointed by the slow pace in getting the
PWA up and running, and concerned about growing political unrest among the unemployed,
Roosevelt was quick to embrace Hopkins’s proposal. A week later the Civil Works
Administration (CWA) was formally established by executive order, with Hopkins at its head
and an initial budget allocation of $400 million diverted from the PWA.19
The program was funded only through the winter of 1933-34, but it still stands as the
largest public employment program ever established in the United States. With a peak
employment of 4.3 million in a labor force of fifty-one million, the CWA provided employment
to about 8.4 percent of the nation’s work force during its short existence.20 The administrative
task of establishing the CWA – which moved from nothing more than an idea to a fullyoperational program with four million employees in about ten weeks time – was gargantuan. It
employed seven and one-half times as many people as the rest of the federal government
(civilian and military) combined.21 A program of similar relative dimensions in the United States
today would have to create almost thirteen million jobs.
Also, though it fell short of realizing the policy goals Hopkins and Williams had
formulated for the reform of public aid for the unemployed—the creation of a program that
offered unemployed workers jobs that were indistinguishable from regular employment and
devoid of associations with public relief—it embodied enough features of that model to mark a
sharp and definitive break with the nation’s existing public relief system.
The most important constraint Hopkins and his associates faced in implementing their
reforms was that they had only enough funding to create 4 million jobs at a time when (1) there
were over 12 million unemployed workers22 and (2) they had a continuing responsibility under
FERA to provide support for existing recipients of public assistance, about 40 percent of whom
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were families headed by unemployed workers enrolled in locally administered, poor quality
work relief programs of the sort Hopkins was intent on replacing.23 If the CWA had been funded
and authorized to provide jobs for all unemployed workers, the existing population of
unemployed relief recipients could have been directed to apply for work in the program on the
same basis as other unemployed workers. However, with only enough funding to create about 4
million jobs, the decision was made to reserve approximately half of the positions in the CWA
for public assistance recipients (so that all FERA work relief participants could be transferred to
the CWA) while using normal skill and experience based hiring criteria (subject to a statutorily
mandated preference for war veterans) to fill the other half.24
Another constraint limiting Hopkins’ options was that the CWA’s initial $400 billion in
funding was subject to the same statutory restrictions as the PWA. These included a requirement
that the funds be used only for the planning and execution of construction projects. To allow for
the employment of persons for whom such work would not be suitable, Hopkins used his limited
pot of FERA funds to establish a parallel Civil Works Service (CWS) Program for white collar
and professional workers (both male and female),25 and a Women’s Division (transferred to the
CWA from FERA) to provide non-construction projects for working-class women and to
encourage the hiring of women in the CWS and in non-construction positions in CWA
construction projects.26
Although it accounted for less than 5 percent of total program employment, 27 the CWS
was quite successful and included some of the CWA’s most innovative projects.28 The Women’s
Division was far less successful. The U.S. workforce was approximately 25 percent female at the
time, and while confirmatory data is hard to find, there is no reason to believe they suffered less
unemployment than men during the 1930s.29 Nevertheless, only 12.4 percent of all CWA
applicants were women, and only 7.5 percent of all program jobs went to women.30 Hopkins’
goal was to provide jobs for about 400,000 women—approximately 10 percent of total expected
program employment—but the Women’s Division struggled in its efforts to recruit women and
to develop appropriate projects to employ them. The Division’s staff consisted mainly of FERA
personnel with backgrounds in voluntary charity work, and they tended to hold more traditional
views of the functions of work relief than the engineers Hopkins hired to run the program’s
construction projects. This contrast was especially marked at the state and local level, and the
Women’s Division’s very capable Director, Ellen Woodward, had trouble getting her field staff
to develop projects other than the sewing rooms associated with traditional public assistance. It is
hardly surprising, therefore, that working class women had trouble figuring out whether the
CWA was offering them work or just a continuation of conventional public assistance. 31
The Women’s Division had more success developing appropriate work projects in
collaboration with the CWS. These collaborative projects employed women in a wide range of
endeavors, including nursing, education, social work, public health, child care, library work and
the collection of statistical data. 32 But given that the CWS created a total of only 211,000 jobs, it
could hardly make up for the more limited employment opportunities provided women in the rest
of the CWA.
African Americans and other people of color were also shortchanged. Discrimination on
the basis of race or color was prohibited in the application of eligibility and wage standards, but
the eligibility rule was a hard one to enforce at the local level where the actual hiring occurred.
Moreover, segregated work assignments and in some instances wholly segregated work projects
were tolerated. It also was common for skilled minority workers to be discriminatorily
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categorized as unskilled. The CWA staff in Washington did not direct or approve of this
discrimination, but they didn’t object to it either. 33
On the other hand, non-white workers were paid the same as white workers with the same
job classification, and this was enough to precipitate significant political opposition to the CWA
in the South where whites resented the idea of blacks being paid the same wages they received,
and employers relied extensively on cheap black labor. The experience of African Americans
with the CWA was accordingly mixed, particularly in the South where discriminatory practices
were most common—and since almost 80 percent of the African American population of the
United States still lived in the South at the time, it was the way the program functioned there that
defined the experience most African Americans had with it.
Despite these shortcomings, nine million people applied for the approximately 2 million
CWA jobs that were not reserved for public relief recipients. This is a stunning figure since
national unemployment stood at less than 11 million at the time outside of FERA work relief
programs.34 To emphasize the non-relief character of this hiring, it was performed by the newly
organized United States Employment Service (USES) rather than local relief offices. At the same
time, however, it’s worth noting that local relief offices were swamped with new applicants for
public aid, since job seekers quickly realized that qualifying for relief was a surer means of
getting a CWA job than applying for one through the USES.35
Special hiring procedures were also adopted for skilled craftsmen. Instead of requiring
applicants for these positions to apply through the USES, unions were allowed to refer their
members in accordance with customary procedures for the trades in question. More importantly,
the CWA agreed not to fill these positions from among USES applicants unless a local union
failed to refer enough qualified workers. In other words, the CWA formally adopted a union
shop policy for the skilled trades; however, local CWA administrators often ignored this policy
unless local unions insisted on its observance.36 It should be noted, however, that while this
policy was supportive of unions, it reduced the access of African Americans to skilled work in
the CWA because the craft unions that benefited from the policy were among the most racially
discriminatory in the American labor movement at the time.37
The CWA’s wage policies broke even more decisively with traditional relief practices
than its eligibility standards. Customary practice in work relief programs had been to limit an
individual’s earnings to the family’s “budget deficiency”—the difference between the family’s
available resources and their “need” as determined by local relief officials. Consequently, the
number of hours an individual was required to work in a traditional work relief program
depended on the size of the individual’s budget deficiency, and this was true of FERA-funded
work relief projects as well.38 Thus, despite a minimum wage (30 cents per hour) which would
have generated a twelve-dollar weekly income for a forty-hour work week, actual earnings on
FERA-funded work relief projects averaged less than five dollar per week in the period
immediately preceding the establishment of the CWA.39
No individual working-hour limitation existed under the CWA. Hourly wage minimums
were generally higher than those paid in FERA work relief programs, but the more important
difference was that everyone worked the same number of hours. The result was that average
weekly earnings among CWA workers (about $15 until program funds began to run short in midJanuary) were three times as great as the benefits received by individuals enrolled on FERA-
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funded work-relief projects.40 In fact, average CWA earnings during this period were the highest
of any New Deal direct job creation program.41
The CWA’s hourly wage scale was the same as the PWA’s.42 It was also national policy
(though frequently ignored by program administrators at the state and local level) to recognize
locally negotiated union contracts in the construction trades as determinative of prevailing wage
rates.43
The hourly rates paid by the CWA were controversial because they were often higher
than what employers in particular regions (especially the South) or industries (especially
agriculture) were accustomed to paying. What this debate tended to ignore, however, was that
the program’s 30 hour work week limited the earnings of program employees below what their
hourly wage rates suggested. Moreover, as program funds began to run short in mid-January, the
program’s workweek was shortened to 24 hours in order to spread the remaining work as widely
as possible. As a result, average program earnings declined from about fifteen dollars per week
to about $11.30 per week, compared to average weekly earnings by privately employed workers
of about $20 in 1933.44
Although Hopkins’s goal was to give unemployed worker jobs that utilized their existing
skills, statutory and practical limitations made this impossible in most cases. First, as previously
noted, statutory restrictions limited the CWA to construction projects. Second, a pre-existing
FERA policy required that projects be performed only on public property. Third, no project was
supposed to be undertaken that would duplicate work normally performed by state and local
government employees. Fourth, no projects were supposed to be approved that could qualify for
funding by the PWA.45
Project selection was further constrained by timing issues and the desire to maximize the
program’s employment effect. This meant projects had to be labor intensive and capable of
completion in a short period of time. It also meant they couldn’t require significant advance
planning or be hard to shut down on short notice. Finally, project selection was subject to
weather and political constraints.
Although the CWA hired its own workforce and administered its own projects, the
program relied on other government agencies (at the federal, state or local level) to sponsor the
projects it undertook. The involvement of state and local government sponsors was limited to
providing plans for the project and contributing the cost of the materials and supplies used to
complete it. At the federal level the CWA assumed all program costs but still relied on the
sponsoring agency to propose and plan the projects it undertook.
The quality of the sponsored projects varied widely. First, by taking over all FERAfunded work projects from the local relief officials who had been administering them, the CWA
burdened itself with an initial portfolio of poor-quality activities. While the CWA gained direct
administrative control over these projects, it took time to implement significant improvements in
their quality.
A second large group of projects originated with suggestions for new undertakings by
local government officials. Approval authority for these projects was exercised by state CWA
Administrators whose review of the projects was often cursory. The quality of these projects
varied greatly. Where sponsors had already developed plans for suitable construction projects,
the activities tended to be quite successful and provided good value. Where advance planning
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had not been completed, the results were less satisfactory, though the CWA’s newly recruited
and very competent Engineering Division was, over the life of the program, able to achieve
steady improvement in the quality of the program’s construction work.
A third large group of projects originated at the federal level. These projects were
sponsored by a variety of federal government agencies, including the Treasury Department, the
Departments of the Interior and Agriculture, the Commerce Department, and the War
Department. Most were developed in collaboration with CWA staff and also required the
approval of a special office established within the Engineering Division that vetted them for
quality control purposes. By all accounts the CWA’s highest quality projects were found in this
group.
As for the type of work performed, the single largest category of CWA projects
consisted of road work, which accounted for thirty-five percent of all project expenditures and
employed close to half the program’s entire workforce. The road work consisted mainly of minor
repairs and improvements rather than new construction, and in many rural areas this was the only
type of CWA work available.46
The CWA administration was not happy with the predominance of road work in the
program’s activities since it was associated both historically and in the public’s mind with the
kind of work relief the CWA was supposed to replace. Indeed a significant proportion of these
projects were taken over from FERA-funded programs. The difference between these earlier
programs and their CWA counterparts was not immediately apparent to the public walking or
driving by a CWA work crew. The fact that these projects were more visible than other, higher
quality projects also made it more difficult for the CWA leadership to explain the innovative
character of the CWA to the public.47
Nevertheless, it would be wrong to underestimate the social utility of this work at a time
when state and local governments lacked the funds needed to maintain, let alone improve the
roads and highways upon which local commerce depended. The CWA built or improved over
250,000 miles of roads. In rural areas priority was placed on improving farm-to-market roads
was a priority. In urban areas significant repairs and improvements were undertaken—such as a
Chicago project which employed 11,500 CWA workers to lay brick pavement in a major streetimprovement project.48
The next largest category of CWA projects consisted of construction and repair work on
public buildings. Accounting for about 15 percent of project expenditures, approximately 60,000
public buildings were repaired or constructed, two-thirds of which were schools. Public health
and sanitation activities constituted another major activity. Almost 2,300 miles of sewer lines
were laid or repaired, swamp-drainage projects to fight malaria employed 30,000 CWA workers,
and 17,000 unemployed coal miners were employed sealing abandoned coal mines to protect
ground-water supplies. CWA workers also were employed in emergency disaster relief – either
fighting floods or assisting in post-flood clean-up and repair work.49
Other CWA project categories included improvements to public recreational facilities and
to public transportation and utility systems. The program constructed 4,000 athletic fields, 2,000
playgrounds, 350 swimming pools, and 150,000 privies. Surprisingly, the CWA built 469
airports and improved another 529, but this was the dawning of the aviation age, and the
facilities in question mainly consisted of unpaved landing fields.50
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Because the CWS was not limited to construction projects and employed professionals,
the projects it undertook were more varied. And since most of these projects were sponsored by
federal government agencies, they also benefited from the attention of the CWA’s Washington
staff. Professional associations also assisted in the design and management of many of these
projects.
Education projects provided jobs in local schools for fifty thousand laid-off teachers.
Another thirteen thousand kept small rural schools open through the winter, while 33,000 were
employed in adult education and nursery school programs. Adult education classes staffed by
CWS teachers were attended by 800,000 people during the winter of 1933-34, and 60,700 preschool children attended CWS nursery schools. The latter were generously staffed and provided
warm clothes, hot meals, medical care and parent education services in addition to childcare.51
Twenty-three thousand CWS nurses staffed a nationwide child health study, and 10,000
more were employed in a variety of other programs. The U.S. Coast and Geodetic Survey
sponsored a triangulation and mapping project that employed fifteen thousand CWS workers. An
aerial mapping project charted hundreds of U.S. cities and employed another ten thousand CWA
workers. The National Park Service and the Library of Congress undertook a survey of the
nation’s historic buildings that provided work for 1200 draftsmen. Over seventy thousand people
were employed in CWS pest-eradication campaigns, and a group of ninety-four Alaskan Indians
were employed restocking the Kodiak Islands with snowshoe rabbits. 52 Descriptions of CWS
cultural projects are described below in Chapter 7.
The single largest category of CWS employment, though, consisted of work performed
on statistical surveys. The Department of Commerce employed eleven thousand CWS workers to
conduct a census of real property in sixty cities. An Urban Tax-Delinquency Survey documented
the fiscal condition of 309 cities. The CWA’s own Statistical Division employed 35,000 CWS
workers to collect and record data and documentation concerning program operations, labor
market conditions and the nation’s public relief problem.53
The establishment of a program as large, as complicated and as innovative as the CWA
within a span of weeks was a major administrative achievement. A War Department engineer
assigned to study the program compared it favorably to the country’s mobilization effort in
World War I.54 A New Deal historian has called the CWA “one of the greatest peacetime
administrative feats ever completed” in the United States.55 It was a remarkable experiment,
more ambitious in its goals than any other New Deal employment program. It contemplated
nothing less than the replacement of means-tested work relief with a promise of public
employment paying good wages and doing work of genuine social utility. The quick demise of
the program shows how controversial that idea was. Criticism of the program by conservatives
was fierce, and support for it within the Roosevelt administration was by no means unanimous.
The President’s own support for the program was ambiguous. He was not yet ready to commit
the federal government to the operation of a massive, year-round public employment program for
unemployed workers. Still, Hopkins and his associates continued to work toward their broad
reform goals, hoping that by stepwise movement they could win the political support needed to
establish a more sustainable, if less ambitious, version of the CWA. We shall see that this is
exactly what the establishment of the WPA in 1935 achieved.
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New-Deal Work Relief in the 1934-35 Period
Following the termination of the CWA, the FERA once again assumed responsibility for
funding the nation’s relief effort. Hopkins and his associates continued to direct that effort, and
even though the CWA was politically unsustainable, they made a concerted effort to preserve as
much as they could of the CWA model in FERA work relief programs. But once again the FERA
had to rely on local relief officials to administer the work relief projects it funded, with
employment on those projects limited to persons on relief. The common work week established
under the CWA was also lost, as hours of work were once again determined by applying the
“budget deficiency” principle. Work relief participants worked as many hours as were necessary
to “earn” their family’s public assistance grant. At first, the thirty-cents-an-hour minimum wage
rate that had previously applied to FERA-funded work relief programs was reinstated. However,
under political pressure from low-wage employers, particularly in the South, the thirty-centsper-hour minimum was abandoned in November 1934. Henceforth wage rates depended
exclusively on locally-prevailing wages, with no minimum wage floor.56
Under Hopkins’s leadership, the FERA established a number of special programs that
experimented with new forms of work relief. One was a part-time employment program for
needy college students who might otherwise have been forced to drop out of college—the
prototype for today’s College Work Study program. Another was a Transient Program that
provided both residential camps and work for a population that today would be referred to as
homeless.57 Perhaps the most interesting of the FERA’s innovations during this period, however,
were “production for use” projects undertaken in cooperation with the Federal Surplus Relief
Corporation (FSRC). The FSRC purchased surplus agricultural commodities in an effort to
maintain farm prices and hence the livelihoods of farmers. These commodities were processed
by FERA workers (including the canning of fresh fruits and vegetables and the production of
clothing and bedding from surplus cotton) and then distributed to relief recipients outside market
channels. This distribution was accomplished on an “over-and-above” basis, to prevent local
relief agencies from counting the commodities received from the FSRC in determining the
budget deficiencies of relief recipients.58
Business interests strongly opposed FERA’s “production for use” initiatives. One
frequently-voiced complaint was that the projects competed with private producers and hence
reduced unsubsidized employment—despite the fact that the commodities at issue were
distributed at no cost to people who otherwise would not have been able to afford them. The real
source of business opposition was more accurately reflected in complaints that the projects
challenged the private enterprise system and constituted a dangerous step down the road to
government control of all industry. This opposition was strong enough that Hopkins was forced
to abandon the production for use model by the time the WPA replaced the FERA in the spring
and summer of 1935.59
Employment Assurance and the WPA
In June 1934, shortly after the termination of the CWA, President Roosevelt appointed a
cabinet level Committee on Economic Security (CES) to develop a comprehensive social welfare
strategy that would be responsive to the American people’s desire for “some safeguard against
misfortunes which cannot be wholly eliminated in this manmade world of ours.”60 Chaired by
Secretary of Labor Frances Perkins, the other members of the committee were Secretary of the
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Treasury Henry Morgenthau, Attorney General Homer Cummings, Secretary of Agriculture
(later Vice President) Henry Wallace, and Harry Hopkins.
The Committee’s report, officially delivered to the President in January 1935, proposed a
two-legged social welfare strategy – one leg to address the economic security needs of those
members of society who could support themselves if adequately paid work were available for
them, and the other to address the economic security needs of people who were either unable or
not expected to be self-supporting.61
The first leg of this strategy adopted the plan Hopkins and Williams developed and tested
with the CWA. Specifically, the report proposed that the federal government provide
unemployed workers with “employment assurance” in both good times and bad.
Since most people must live by work, the first objective in a program of economic
security must be maximum employment. As the major contribution of the Federal
Government in providing a safeguard against unemployment we suggest
employment assurance—the stimulation of private employment and the provision
of public employment for those able-bodied workers whom industry cannot
employ at a given time. Public-work programs are most necessary in periods of
severe depression, but may be needed in normal times, as well, to help meet the
problems of stranded communities and overmanned or declining industries.62
The second leg of the CES strategy relied on the establishment of a series of income
transfer programs designed to insure that everyone who was either unable or not expected to be
self-supporting would be assured a reasonable subsistence. The best known of the programs
proposed by the CES to perform this function was the contributory old-age pension system that
subsequently came to be known as Social Security; but the CES report included proposals
addressing a range of other income security needs as well.63
Given Hopkins’s role in developing the CES’s employment assurance proposal, it is
hardly surprising that it reflects the reform vision he and Aubrey Williams had been pursuing
since the fall of 1933. At the same time, that vision is enhanced in the CES report by its linkage
to reforms proposed to meet the economic security needs of persons who cannot rely on work for
their support. If fully implemented, the two legs of the social welfare system proposed by the
CES would have effectively secured what subsequently came to be called the right to work and
the right to income security in international human rights law.64
Given the expansiveness of the CES’s employment assurance proposal, it is striking how
far short of the goal the Roosevelt Administration aimed its implementation efforts—especially
when compared to the implementation of the CES’s income security proposals via the of the
Social Security Act. Established by executive order and budgetary enactment a few months
before the Social Security Act passed,65 the WPA did not even attempt to provide work for all
unemployed workers. Instead it aimed only to provide work for unemployed workers who
qualified for public relief. Moreover, in contrast to the reasonably good wages paid by the CWA
(an average of $15.00 per week at first for 30 hours of work), the WPA paid a below-market
“security wage” designed to provide an incentive for program workers to accept regular
employment when it became available.66
It is true that Hopkins did his best, with partial success, both to minimize the onerousness
of the means test to which program applicants had to submit and gradually to raise program
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wages. Still, the program’s eligibility requirements and low wages constituted a step backward
(compared to the CWA) in Hopkins’ efforts to sever the job creation he promoted from its
continuing associations with public relief. The program also failed to eliminate the gender and
race discrimination that tarnished the CWA.67
On the other hand, the program’s administrative structure and the very substantial
contributions it made to the country’s physical and social wealth demonstrated Hopkins’ sharp
break with the past. As was true of the CWA, the vast majority of WPA projects were sponsored
by state and local governments. These sponsors proposed projects, were responsible for
providing all drawings for construction projects, and paid an average of about twenty percent of
total program costs—usually in the form of purchases of supplies and materials. It was the WPA,
though, that hired and supervised the program workforce.68 The WPA also adopted the CWA
model of having federal agencies sponsor some of the program’s more innovative projects—like
the program’s famous Art, Theatre, Music and Writers’ Projects.69
The WPA staff worked proactively with local governments and non-governmental
organizations to develop new ideas for projects, especially in the non-construction fields. Since
the WPA possessed a wealth of information concerning widely diverse projects operated under a
variety of circumstances, WPA staff served as a viaduct for the dissemination of new ideas and
best practices throughout the country. Program evaluators from the National Resources Planning
Board who studied the WPA’s operational model described is as achieving the advantages of
both decentralized and centralized government control. The projects selected responded to local
needs, while national standards of performance in carrying out the projects were maintained.70
This administrative structure permitted the WPA to operate its work projects on an
“enterprise” rather than a “relief” model—notwithstanding the program’s low wage scale and
need-based eligibility standards. Once they qualified for the program, applicants were hired to
fill specific job classifications on the basis of their experience and qualifications relative to other
qualified applicants. When hired, they were federal employees who received a monthly paycheck
in exchange for work performed—not a welfare grant based on their “budget deficiency.” If the
income they received from their WPA earnings left them poor enough to qualify for relief (a
fairly common occurrence for WPA workers with large families) they could still apply for public
assistance from their local relief agency—on the same basis as privately employed workers and
without involving the WPA in any way. Though low, WPA wage rates did vary with skill level
and by region; a common work week was observed; and normal workplace discipline was
maintained. WPA workers were covered by workers’ compensation and were permitted to
organize unions.
Why did the WPA have this hybrid fashion—with one leg still stuck in the public relief
tradition while the program’s organizational structure reflected the reform goals Hopkins and
Williams articulated in the fall of 1933? Moreover, why did Roosevelt allow the CES to
advocate an employment assurance plan that he was not prepared to fulfill, and which he might
not have been able to get through Congress even if he had decided to try? It’s a puzzling
question. The CES also developed a national health insurance proposal, but when it became clear
that the American Medical Association had both the intent and power to scuttle, the President
told the CES to drop its health insurance proposal from its published report. 71 Why didn’t he tell
the CES to scale back its job creation proposal to match what he was prepared to implement?
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One possibility is that the President was hesitant to commit to the employment assurance
goal because he didn’t know how much it would cost to achieve it. No one knew in 1935 how
many unemployed workers there were in the country, because the government had not yet begun
to collect unemployment data. The size of the fiscal commitment required to provide
“employment assurance” to the nation’s workforce was therefore unknown, and given how many
people had applied for work on the CWA—nine million in a matter of weeks—the President may
have wondered whether the federal government really could take on the task. Any concerns he
had on that score would have been encouraged by fiscal conservatives within his administration
who applied constant pressure on him to restrict federal spending.
It’s also possible that he remained unpersuaded that the federal government should
assume responsibility for the task even if it could afford to do so. He knew the business
community would be unalterably opposed to the idea—based on its concerted opposition to the
far less ambitious CWA. He also knew, though, that the CWA model lacked strong institutional
support among liberals. The Social Work profession, which one would have thought Hopkins
and Williams represented, had considerable misgivings about the CWA experience because it
dispensed with the individual case work that social workers viewed as the sine quo non of their
professional role in assisting the poor.72 The engineers and managers who ran programs like the
CWA on a day to day basis were strongly invested in completing the projects on which they
worked, but they didn’t view their mission as providing work for the unemployed.73 Union
members were happy for the jobs the program provided, but the role of unions in the CWA
model was both unclear and unsettling for union leaders accustomed to representing private
sector employees74. Civil rights organizations supported job creation efforts but were
disappointed by the Roosevelt Administration’s failure to rid them of racist practices.75 The list
could go on. There simply was no organized liberal constituency that placed job creation for
unemployed workers at the top of its agenda, and the President surely knew that.
In any case, the President made clear in his 1935 State of the Union Message, delivered
as he was preparing to forward the CES report to Congress with his recommendations, that the
“program for putting people to work,” he would advocate was limited to creating security-wage
jobs for those unemployed workers who qualified for public relief.76 He made no mention
whatsoever of the CES’s employment assurance goal—which was thereby abandoned before it
was even published.
But why then let the report be published with that recommendation intact—a
recommendation that served as the foundation for the CES’s entire economic security program?
It may simply be that the report had already gone to press by the time Roosevelt made his
decision to ignore the Committee’s employment assurance proposal. Another possibility may be
the importance Roosevelt attached to the principle of societal obligation on which the
employment assurance proposal was based—even if he wasn’t prepared to press for its adoption.
Roosevelt believed very strongly that society had an obligation to its members to insure their
ability to support themselves. In a widely-reported campaign address delivered to the
Commonwealth Club of California in the fall of 1932, then Presidential candidate Roosevelt
explained his views on this matter in the following terms.
Every man has a right to life; and this means that he has also a right to make a
comfortable living. He may by sloth or crime decline to exercise that right; but it
may not be denied him. We have no actual famine or death; our industrial and
agricultural mechanism can produce enough and to spare. Our government
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formal and informal, political and economic, owes to every one an avenue to
possess himself of a portion of that plenty sufficient for his needs, through his
own work.77
Roosevelt made it clear in the same speech that he assigned primary responsibility for
securing this right to those he referred to as the “princes of property,” who “claim and hold
control of the great industrial and financial combinations which dominate so large a part of our
industrial life.” Only if they failed to fulfill their responsibility, he continued, would it fall upon
government to “assume the function of economic regulation . . . as a last resort.” He also made it
clear that he hadn’t, in the fall of 1932, yet given up on the “princes of property” to fulfill their
duty in this regard. “As yet there has been no final failure, because there has been no attempt,
and I decline to assume that this nation is unable to meet the situation.” He also pointed out that
business was often aided by government largess.78
Four years later, in 1936, Roosevelt made it clear in his acceptance speech at the
Democratic National Convention that the “princes of property”—whom he now referred to as
“the royalists of the economic order”—had failed the test he set for them four years earlier; and
in doing so he once again referred to the right to work as the touchstone by which the legitimacy
of their power should be judged: “The royalists of the economic order have conceded that
political freedom was the business of the government, but they have maintained that economic
slavery was nobody's business. They granted that the government could protect the citizen in his
right to vote, but they denied that the government could do anything to protect the citizen in his
right to work and his right to live."79 In short, the assertion of the CES that government should
assume the duty of providing jobs for workers whom the private sector could not employ was an
article of faith for Roosevelt, even if, as “Politician in Chief” he knew better than to ask
Congress to authorize him to do it, and as “Fiscal Officer in Chief” he thought it was not
something he could justify funding with additional deficit spending. Still, we might speculate
that the broader commitment the CES advocated was close enough to his heart that he was
willing to let it remain in the CES report.
It is also important to note that even with the limited mandate given the WPA, it made a
far greater dent in the nation’s unemployment problem than is generally recognized. This
accomplishment is obscured by the unemployment statistics commonly reported for the New
Deal period which count workers employed in these programs as unemployed rather than
employed. If workers employed in direct job-creation programs are counted as employed (as they
are in unemployment statistics today), we see that the nation’s unemployment rate dropped from
22.9 percent to 10.0 percent during President Roosevelt’s first term in office, rather than the
commonly reported drop from 23.0 percent to 17.0 percent. The difference between the two sets
of figures is attributable entirely to the effect of hiring by the FERA, CWA and WPA. The WPA
alone reduced unemployment by 4.4 percentage points during its first year of operations—8.9
percentage points if we count as unemployed those workers who received public relief on a
“budget deficiency” basis in locally-administered work relief programs replaced by the WPA.80
Learning from the New Deal: The Social and Economic Benefits of Direct Job Creation
As the CWA’s accomplishments in just 4 months of operations illustrates, the New
Deal’s direct job creation programs also enriched the country with a profusion of new public
goods and services at a time when normal budgetary considerations would have ruled out
15

virtually all such undertakings. The forced idleness of the nation’s workforce was turned into a
wealth-producing asset in service of the public good. As Leighninger points out, the incalculable
legacy of this public investment in infrastructure, health, education, recreation, environmental
conservation and culture has been little recognized, even by historians.81 Indeed, had the
government not undertaken such a vast public investment program, the United States almost
surely would not have been as prepared as it was to enter World War II. Nor would we have
emerged from the war with as much economic momentum as we did. Conventional public works
spending by the PWA accounted for only about 30 percent of the New Deal’s total investment in
the country’s physical and social infrastructure during the 1930s. It was the era’s direct job
creation programs that accounted for most of it—approximately 70 percent of the total.
Moreover, by tapping this idle productive capacity, the federal government gave back to
millions of unemployed workers and their families precisely what the Depression had taken from
them—the opportunity to support themselves in dignity. The jobs provided by the New Deal
made it possible for them to put their broken lives back together again while they waited for the
private economy to recover. The value ordinary people attached to this is indicated by the nine
million applicants for the CWA’s two million non-means-tested jobs.
Nevertheless, the prevailing view of the New Deal’s direct job creation strategy—even
by progressive economists—is that it was nothing more than a delivery device for a Keynesian
fiscal stimulus. Noting that it was World War II spending that finally brought the Depression to
an end, they view the New Deal direct job creation strategy as an unnecessarily complicated way
to boost aggregate demand. If all you really have to do is increase deficit spending, why go to all
that trouble? As Keynes himself famously quipped, you could bury bank notes in bottles at the
bottom of abandoned mines, fill the mines with trash, and then invite capitalists to dig them up.82
All that matters is the size of the fiscal stimulus provided by government spending, not whether
it is used to create jobs directly. Let the private sector do that as GDP recovers. In other words,
the problem with New Dealers like Hopkins and Williams from this perspective is that they went
to too much trouble to spend too little money.
Ironically, this this criticism of the CCC, CWA and WPA conveniently overlooks the role
played by direct job creation in the form of military employment in achieving full employment
during World War II. Between 1943 and 1945—a three-year period during which the nation’s
civilian unemployment rate fell below 2 percent—an average of 10.9 million able-bodied
workers were employed in the U.S. military.83 That was three-and- a- half times the average
number employed in the New Deal’s direct job creation programs between 1936 and 1940. In
short, even though it was not the reason for the military build-up, the achievement of full
employment during World War II actually did rely on direct job creation. It’s just that the Army,
Navy, Marines and Air Force replaced the New Deal’s direct job creation programs as the
vehicles for providing the jobs.
Still, the Keynesian critique of the New Deal response to the Great Depression is clearly
correct in condemnation of the Roosevelt Administration’s fiscal conservatism. Figure 1 shows
the U.S. unemployment rate from 1933 through 1947. The top line shows the rate as it is
normally reported—that is, with persons employed in the New Deal’s direct job creation
programs counted as unemployed. The lower line shows the unemployment rate as it would be
reported today, with persons employed in these programs counted as employed.
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[PLACE FIGURE 1 HERE (see p. 24)]
The first thing Figure 1 illustrates is the disastrous effect of President Roosevelt’s illconceived attempt to balance the federal budget in 1937. It took the economy three years to
recover from the economic reversal precipitated by that action, confirming Keynes’s argument
concerning the beneficial effect of deficit spending.
The second thing the figure shows, however, is the dramatic impact the New Deal’s
direct job creation programs had on the level of unemployment over and above the beneficial
multiplier effect of program spending on the private sector. The employment effect of a direct
job creation program has two components. The first is the program’s direct employment effect—
the jobs that are created in the program itself. The second is the indirect (i.e., multiplier induced)
employment effect that program spending has on private sector hiring. It is this dual employment
effect that makes the direct job creation strategy such a potent means of fighting economic
downturns.84
If instead of funding programs like the CWA and WPA, the Roosevelt Administration
had used the same amount of stimulus money to pay for other types of government benefits, the
private sector probably would have recovered at the same pace shown by the top line in Figure 1;
but it would have sacrificed the additional, direct job creation effect shown by the difference
between the top and the bottom lines in the figure.
The third thing Figure 1 shows is that Keynesian critics of the New Deal are correct in
noting that the Roosevelt Administration could have achieved a full recovery from the Great
Depression far more quickly if FDR (and Congress) had engaged in more deficit spending during
the 1930s. What the figure also shows, however, is that the best way to have spent that money
would have been to implement the employment assurance proposal contained in the CES report.
For example, if in 1936 the WPA had been expanded to provide 4.7 million jobs instead of the
3.3 million actually provided, the economy’s unemployment rate could have been reduced to the
full employment level of 2 percent in 1937 rather than waiting for war-time spending (and the
draft) to do it in 1943. If they had also spent enough to increase the WPA work week to a
standard 40 hours for full-time workers and increased program wages to market levels, those
jobs would have been fully comparable to their private-sector counterparts. The additional
spending required to achieve that goal probably would have doubled the New Deal’s direct job
creation budget—from $2.6 billion (2.2 percent of GDP) to $5.2 billion (4.4 percent of GDP, or
the equivalent of about $690 billion in 2012). The fiscal stimulus provided by that additional
spending would have caused private sector unemployment to decline more rapidly as well; and if
the mistaken 1937 attempt to balance the federal budget had been avoided, the private sector
probably would have fully recovered by 1939 instead of 1943—and possibly with lower overall
levels of spending on direct job creation than actually were incurred during that period.
Why would this strategy have been superior to the standard Keynesian strategy—i.e.,
spending stimulus dollars on budget items other than the WPA? Both strategies would have
achieved full recovery from the Great Depression at about the same rate. The difference is that
the standard Keynesian strategy would have forced unemployed workers and their families to
wait for that recovery in order to get their lives back on track, while the direct job creation
strategy would have given them the benefits of full employment immediately rather than years
later.
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Learning from the New Deal: Securing the Right to Work
As noted earlier, President Roosevelt was naturally inclined to view the “right to live”
and the “right to work” as entitlements which society has a duty to secure for its members. In
light of that predisposition, it required no great conceptual leap on his part to describe the New
Deal’s social welfare goals (which were most fully expressed in the CES’s 1935 report) in
similar terms. The rhetorical turning point came in the President’s “Four Freedoms Speech”
which Roosevelt delivered as a “fireside chat” in January 1941, even though it was formally his
annual State of the Union Message to Congress. In it he identified “equality of opportunity” and
“jobs for those who can work” as the first two things the American people expect of their
government, and he famously included “freedom from want” as one of the four freedoms World
War II was being fought to secure, not just in the United States and Europe, but “everywhere in
the world.” This was “no vision of a distant millennium,” he declared, but a “definite basis for a
kind of world attainable in our own time and generation.”85
At the time the President delivered his Four Freedoms Speech, the National Resources
Planning Board (NRPB)—a research and advisory body housed in the Executive Office of the
President—was engaged in a detailed assessment of the social welfare initiatives undertaken by
the Roosevelt administration since 1933 as a guide for planning the social welfare institutions it
believed the country would need at the end of World War II. In other words, it was tasked with
carrying on the work of the CES.
Recognizing the link between “freedom from want” and the goals of its own planning
initiative, the NRPB undertook the task of developing a nine-point “declaration of rights” that
would “translate” the “freedom from want” into a list of specific economic and social
entitlements. Drafted in close consultation with President Roosevelt, this declaration was first
published in a pamphlet bearing the title “Our Freedoms and Our Rights.” The first two rights
listed in the declaration were the “right to work” and the “right to fair pay.”86
President Roosevelt’s framing of the war effort as a human rights struggle also inspired
the American Law Institute (ALI) to undertake the drafting of a “Statement of Essential Human
Rights.” A highly influential and quintessentially mainstream organization of judges, lawyers
and academics dedicated to the improvement of the law, the ALI convened an international
drafting committee to enumerate the human rights deemed acceptable to all the peoples of the
world on which a lasting peace could be based following the end of World War II. The effort
took three years of study and discussion, and the final “Statement,” like the NRPB Declaration,
recognized a range of economic and social entitlements as human rights—including the right to
work and the right to reasonable wages, hours and other conditions of work.87
In 1944, with the end of the war in sight, Roosevelt chose to use his State of the Union
Message to restate his belief that the employment and social welfare entitlements his
Administration had sought to secure during the preceding eleven years were in fact human rights
that the federal government had a duty to secure. Invoking the U.S. Declaration of Independence,
the President opined that the United States “had its beginning, and grew to its present strength,
under the protection of certain inalienable political rights” protected by the nation’s Constitution.
These, he said, were “our rights to life and liberty.” However, as the nation grew and its
economy industrialized, these rights proved inadequate to “assure us equality in the pursuit of
happiness.” Claiming that “these economic truths have become accepted as self-evident,” he
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asserted that “we have accepted, so to speak, a second Bill of Rights under which a new basis of
security and prosperity can be established for all—regardless of station, race, or creed.” He then
listed the economic and social entitlements included in this second Bill of Rights—a refinement
of the NRPB’s earlier nine-item list, and like it beginning with the “right to a useful and
remunerative job” and the “right to earn enough to provide adequate food and clothing and
recreation.”88
Framing these entitlements as rights rather than economic policy objectives may not
guarantee that the government actually will fulfill its obligations, but there was nothing wideeyed about the New Dealers’ willingness to make the commitment. They believed that policies
were available that actually could secure the rights in question—beginning with the right to
decent work. As President Roosevelt stated in his Four Freedoms speech, it wasn’t a “vision of a
distant millennium.” It was an agenda for reaching an immediate and achievable goal.
Beginning with the key insight that jobs could be provided for unemployed workers in
the same way that other social welfare benefits could, the New Dealers fashioned a strategy for
providing workers with employment assurance that was eminently doable. Even if one accepted
the false premise that the federal government could not afford to create more than the three to
four million jobs it provided through the WPA, CCC and NYA, that level of direct job creation
would have been more than enough to secure the right to work in “normal times.”
When war time spending appeared to confirm Keynes’s premise that a market economy
could spend its way to full employment without going to the trouble of operating programs like
the WPA, it merely reinforced the confidence of progressives in their ability to secure the right to
work. The tragedy is that they forgot they had two arrows in their quiver and placed too much
confidence in the Keynesian strategy. Generations of progressive economists came to believe
that their job was to get the economy as close to full employment as they reasonably could—
rather than to figure out what policies were needed to secure the right to work.
The CES had a more balanced view. The Committee’s report recognized that the
“stimulation of private employment” was an important part of the strategy for providing workers
with employment assurance, but they saw no reason to rely exclusively on the success of that
effort. The Committee’s employment assurance strategy was shaped by social workers who
knew from long experience that the scourge of unemployment had never been limited to
economic downturns, nor to slackers angling for a handout. Harry Hopkins expressed their view
in the following terms.
[People] suggest that we make relief as degrading and shameful as possible so
that people will want to get “off.” Well – I’ve been dealing with unemployed
people for years in one way and another and they do want to get off – but they
can’t, apparently, get “off” into private industry. Well – if they can’t get off into
private industry, where can they turn if they can’t turn to their government?
What’s a government for? And these people can be useful to America; they can
do jobs no one else can afford to do – these slums, for instance. No private
concern can afford to make houses for poor people to live in, because any private
concern has got to show a profit. Why, we’ve got enough work to do right here in
America, work that needs to be done and that no private concern can afford to
touch, to lay out a program for twenty years and to employ every unemployed
person in this country to carry it out.89
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Therefore, while acknowledging the government’s obligation to do what it could to stimulate
private sector employment, the CES report recognized the need for the federal government to
back up that effort with a commitment to provide “public employment for those able-bodied
workers whom industry cannot employ at a given time,” and to do so not only in “periods of
severe depression” but in “normal times” as well.90
Given the nature and scope of this commitment—and particularly its focus on filling
whatever employment gap the private sector failed to fill—it may be fair to say that the principal
goal of the New Deal’s direct job creation strategy was not to end the Great Depression but to
help people survive it. It was a social welfare strategy whose synergy with Keynesian economic
policy was not perceived at the time for the simple reason that the strategy was conceived and
implemented before Keynes’s General Theory had even been published.
The progressive economists who embraced Keynes’s work a few years later lack this
excuse for failing to recognize the advantages of using a direct job creation strategy to deliver a
Keynesian fiscal stimulus to a depressed economy. Moreover, their blindness to the social
welfare contribution of the New Deal strategy also prevented them from truly comprehending the
value of the New Deal strategy apart from its fiscal impact.
The true irony, though, is that the full implementation of the CES’s employment
assurance strategy would have automatically incorporated the benefits of Keynesian
countercyclical policy without anyone knowing it was doing so. The reason for this is simple.
Spending on a direct job creation program designed to secure the right to work would be
naturally counter-cyclical in its effect—just like spending on Unemployment Insurance, another
social welfare program conceived without the benefit of Keynesian economic theory. In other
words, even if the counter-cyclical virtues of Keynesian fiscal policy had never been discovered,
the New Deal’s direct job creation strategy could have functioned perfectly well to both secure
the right to work and dampen the business cycle.91 Unfortunately, the same is not true of
Keynesian measures implemented in ignorance of the virtues of direct job creation.
The Great Recession
In February 2009 President Obama proposed and Congress enacted the American
Recovery and Reinvestment Act (ARRA), a two-year $787 billion Keynesian fiscal stimulus. It
was estimated at the time that the ARRA would save or create three-to-four million jobs, and
subsequent analyses have confirmed that the programs did indeed perform as predicted, even
though its job-creation effect was disguised by the fact that the recession’s negative effect on
employment levels was greater than the ARRA’s positive effect. 92
I have argued elsewhere that if the New Deal’s direct job creation strategy had been
pursued with the same resources, it could have reduced the national unemployment rate either to
its pre-recession level of 4.5 percent or to the genuine full-employment level of 2 percent in less
than a year while providing a substantially larger fiscal stimulus to the private sector.93
The job creation program I modeled to back up this claim would have provided not only
officially unemployed workers, but also involuntary part-time workers and discouraged workers
with their preference of either part-time or full-time employment producing relatively laborintensive public goods and services.94 I assumed the jobs would have paid the same wages as
similar jobs in the private or regular public sectors of the economy, and program participants
20

would have been provided the same health insurance benefits as federal government employees.
To the extent possible, persons employed in the program would have been offered positions
comparable in skill level and responsibility to those they previously occupied. Employment in
the program would also have been treated as regular employment for tax purposes, for
establishing eligibility for government benefits and for asserting legal rights—including the right
to unionize.
Based on these assumptions I estimated the program’s average job cost at $46,800
annually.95 However, because such a program would generate additional government revenues
(e.g., income and payroll taxes) and savings (e.g., Unemployment Insurance and Medicaid
benefit expenditures), the additional funding required to cover its true “net cost” would have
averaged only $24,189 per job. Based on these figures, the budgeted cost of creating the 12.2
million jobs that I estimated would have been needed to reduce the nation’s unemployment rate
to its pre-recession low of 4.5 percent would have been approximately $571 billion the first year,
but the program’s net cost would have been only $295 billion. Reducing the nation’s
unemployment rate another 2.5 points to the genuine full employment level of approximately 2.0
percent would have increased the program’s first year net cost by another $130 billion, bringing
the program’s’ total net cost to $425 billion.
How much the program would have cost the second year would have depended on the
size of the program’s multiplier effect and how quickly private sector investment recovered from
its recessionary levels. My model projects that the multiplier effect of program spending would
have induced private sector employers to create 4.9 million jobs over and above those created in
the program, with most of that job creation during the program’s second year. That means the
program would have needed approximately that many fewer jobs during its second year of
operations, for a net program savings of about $170 billion, compared to the program’s first year
cost. The program’s total two-year net cost accordingly would have been about $679 billion—
about a $100 billion less than Congress voted to spend on the far less effective ARRA.
Why is the New Deal strategy so much more effective at creating jobs than the standard
Keynesian strategy exemplified by the ARRA? There are several reasons, but the two most
important ones are what I call the direct job creation strategy’s “twofer” effect (as in two for the
price of one) and the government’s ability to create jobs at a lower average cost in such a
program than the cost of stimulating the private sector to create the jobs.
The “twofer” effect of a direct job creation program refers to its ability to create jobs both
directly and indirectly.96 When you use stimulus dollars to pay for SNAP benefits (food stamps)
the government in effect pays for two benefits. The first is the benefit that food stamps provide to
their recipients. The second is the private-sector job creation induced by the government’s
expenditures on the program (assuming additional deficit spending is used to fund the benefits).
When you use stimulus dollars to provide jobs in a direct job-creation program, both of the
effects you purchase consist of jobs. First, you get the jobs provided by the program itself, but
you also get the private-sector job creation induced by the government’s spending on the
program.97 This is the program’s “twofer” effect. Add to it the value to the community of the
additional public goods and services produced by the direct job creation program, and you have a
third benefit for taxpayers.
The same effect occurs, of course, when the government uses stimulus dollars to
purchase goods or services from private businesses and the businesses hire unemployed workers
21

to produce them; but that brings us to the second major reason why the direct job creation
strategy is more effective in creating jobs than the Keynesian strategy. It turns out, for a variety
of reasons, that a job can be created in a direct job creation program for about half what it costs
the government, on average, to induce the private sector to create one. The reasons for this
advantage include the following: 1) the tendency for private businesses to increase the hours of
work of already employed workers rather than add new workers to their payrolls—especially
during a recession; 2) the tendency for direct job creation programs to employ more laborintensive methods of production than the private sector uses and to deliberately choose labor
intensive over capital intensive projects; 3) the fact that the money used to create jobs in a direct
job creation program is not diminished by the earnings paid to owners of private businesses
(profit) or the depreciation allowance the owners of those businesses retain to compensate them
for the use of pre-existing capital goods that are not replaced (or whose replacement is delayed
until after the recession is over); and 4) the fact that unemployment tends to be concentrated
among lower-wage workers rather than higher wage workers, so that the average wages paid by a
program that provides jobs only to unemployed workers tends be lower than the average wages
paid to a cross-section of the national labor force—the typical profile of employment generated
by a stimulus-induced increase in the economy’s overall rate of economic growth.
Taken together, the “twofer” effect and the lower cost per job of the direct job creation
strategy mean that a billion dollars spent on direct job creation is likely to produce two-to-four
times as many jobs as the same expenditure on Unemployment Insurance and SNAP benefits
(which are representative of the types of stimulus spending that generate the greatest multiplier
effect on private sector employment). Compared to types of stimulus spending with a small
multiplier effect (e.g., the retention of the so-called Bush era tax cuts) the direct job-creation
strategy is ten-to-twenty times as cost effective.98
As if this were not enough, the New Deal direct job creation strategy has four other
economic advantages over the standard Keynesian strategy for combating unemployment. First,
its job creation effect is achieved much faster. It is front-loaded. Most of the jobs attributable to
the strategy are provided immediately—or as soon as the program can be gotten up and
running—whereas the peak employment effect of a standard Keynesian stimulus takes about
eighteen months to achieve.
Second, the New Deal strategy has a natural tendency to target its job creation effect on
those individuals, population groups and communities that most need jobs. The burdens of
joblessness are unequally distributed, with disadvantaged population groups bearing substantially
more than their fair share of the pain. Unfortunately, the job creation effect of conventional
Keynesian stimulus strategies does little or nothing to correct this imbalance. The same
economic forces that cause private sector job losses to be concentrated among disadvantaged
workers tend to direct private sector job gains away from them. A direct job creation program
that provided work for all job seekers would disproportionately benefit the members of
disadvantaged population groups, and it would do so automatically. A direct job creation
program that provided work for only some of the unemployed could achieve the same goal with
eligibility requirements that take the length of time a person has been unemployed and his or her
need for work into consideration in allocating employment opportunities.
The third advantage of the New Deal strategy is that it delivers its private-sector fiscal
stimulus in a way that is likely to maximize its anti-cyclical effect. The revenue losses that
businesses suffer during a recession flow primarily from rising unemployment rather than
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whatever economic problems triggered the recession in the first place. Otherwise healthy and
well-managed businesses lose their customers because their customers lose their jobs. The fiscal
stimulus provided by a direct job creation program would reverse this process. The resumption
of ordinary consumer spending by re-employed workers would fill precisely the very gap in the
balance sheets of local businesses that rising unemployment rates created in the first place. Why
does this matter? Under conventional stimulus approaches, the government increases spending in
places and in ways that bear little immediate connection to the losses most businesses have
suffered (e.g., new infrastructure projects). Eventually the multiplier effect of the stimulus
spending spreads through the economy, but it takes time, and this delay can mean the difference
between life and death for stressed businesses. Because it would deliver its fiscal benefits to the
very same segments of the economy that suffered income losses as unemployment grew, the
direct job-creation strategy would help insulate otherwise healthy firms from the harmful effects
of the recession, and in so doing, it would provide a more stable foundation of healthy businesses
to support a resumption of economic growth.
Finally, the New Deal strategy is much better designed than the Keynesian strategy to
stop recessions from feeding on themselves. The rapid deployment of a large, direct job creation
program at the beginning of a recession could reduce the severity of the recession more than the
deployment of a large Keynesian stimulus package like the ARRA. This is because, as just
noted, most of the job losses and attendant economic harm that occur during a recession are the
consequence of earlier job losses rather than being linked to the tendencies or events that
triggered the economic contraction in the first place. It’s this downward spiral of job losses
leading to further job losses that turns a business correction into a recession. If the initial job
losses associated with a recession could be stopped from triggering further job losses, periodic
slowdowns in economic activity would still occur. There might even be recessions, but they
wouldn’t be as deep. By offering immediate re-employment to laid-off workers, a direct jobcreation program would prevent their job losses from triggering further job losses. That alone
might be enough to stop a recession in its tracks, but even if it did not, it would lessen its
intensity.
Sadly, the employment assurance leg of the CES’s overall strategy for securing
everyone’s right to an adequate income has languished, with progressives failing even to
understand what their predecessors abandoned as a result of their exclusive pursuit of the
seemingly easier path to full employment promised (but only rarely delivered) by the Keynesian
strategy. The advantages of the direct job creation strategy over the Keyneisan strategy are so
clear and so great that the loyalty progressives continue to show for the latter seems almost
perverse. It is long past time for progressives to shed their Keynesian bias and start learning from
the New Deal.
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