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The National Industrial Recovery Act (NIRA)

Signed into Law on June 16, 1933 

(Ruled Unconstitutional May 27, 1935)

Industry-Level “Codes of Fair Competition” 

Could contain provisions directing the various aspects of business 
such as production, pricing, wages and hours, capital usage, 
productive capacity, packaging, shipping, sales techniques, etc., 
within that industry.  



What were they Thinking????

• “Planning” was in vogue in the US during the 1920s and 1930s.  

• WWI planning by U.S. War Industries Board viewed as successful.

“I’ve seen the future and it works”

—US Journalist Lincoln Steffens after 

returning from the Soviet Union in 1919



What were they Thinking????

• “Planning” was in vogue in the US during the 1920s and 1930s.  

• WWI planning by U.S. War Industries Board viewed as successful.

• “Competition” was viewed as destructive—a cause of the Depression: 

• “destructive price cutting” 

• “ruinous competition”  

• “over production”

• “underconsumption”

During 1920s US government relaxed 

antitrust enforcement to allow, and even 

encourage, interfirm coordination—so 

this was not a new viewpoint in 1933.



Roosevelt Speech to the Chamber of 
Commerce (May 4, 1933)

“You and I acknowledge the existence of unfair methods of 
competition, of cut-throat prices and of general chaos . . .          

Order must be restored [and] the attainment of that objective 
depends upon your willingness to cooperate with one another . . .   
to prevent overproduction, to prevent unfair wages, and [to] 
eliminate improper working conditions.” 



The Industry Code Formation Process

Each industry was told to organize and draft a “code” of rules and 
regulations for the industry and send this to the NRA.

In addition to required minimum wages and 

maximum hours (“labor”) provisions, could 

also include “trade practice” provisions 

regulating prices, output, capacity, etc.



The Industry Code Formation Process

Each industry was told to organize and draft a “code” of rules and 
regulations for the industry and send this to the NRA.

A public hearing would be held whereby representatives of the industry, 
consumers, the government, labor, and members of the public, could 
debate aspects of these codes.  

Ultimately, government would approve the industry’s “code of fair 
competition” and the provisions were enforceable by law.  



Pictures from these Code Hearings: Scrap Iron, 
Upholstery, and Electric Light and Power Industries.

Source: National Archives, 
Record Group 9, “Pictorial 
Materials” Entry Number 
PI 44-43, Box 3.



557 Industry Codes were Approved 
between July 1933 and March 1935



Vast Heterogeneity within the Codes
• Rayon and Synthetic Yarn: 6 pages. Simply contained the labor provisions for 

wages and hours.

• Paperboard: 10 pages. Firms had to submit data regularly to the code authority on 
capacity, production, sales, inventory, etc.

• Asphalt and Mastic Tile: 16 pages.  Open-price filing provision—firms had to 
notify the code authority 10 days in advance of any price change.  

• Iron and Steel: 38 pages.  No new productive capacity allowed. Basing point 
pricing system—prices charged are fixed/standardized from certain base points.

• Lumber: 52 pages.  Production quotas (3-month allotment of output each firm 
could produce).  Price fixing.  Several pages of “rules for fair trade practice.”



The Cement Industry Code

Code was 24 pages long and contained 18 articles, most of which had 
multiple rules and regulations therein.  



The Cement Industry Code
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The NRA Enforcement Mechanism

Violators potentially faced:

• Fines of up to $500 and up to 6 months of imprisonment
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Violators potentially faced:

• Fines of up to $500 and up to 6 months of imprisonment

• Loss of the Blue Eagle emblem.  Roosevelt Administration encouraged 
patriotic consumers to shop at Blue Eagle firms and boycott those without.



The NRA Enforcement Mechanism

Violators potentially faced:

• Fines of up to $500 and up to 6 months of imprisonment

• Loss of the Blue Eagle emblem.  Roosevelt Administration encouraged 
patriotic consumers to shop at Blue Eagle firms and boycott those without.

Alleged violations of codes were to be reported to the National Recovery Administration 

Compliance Division which would then investigate and see whether punishments were deserved.





Cooperation was a clear best response if firms 
believed that defections would be punished with 

fines, imprisonment, and boycotts

In the first few months of the NIRA cartel experiment, compliance with the 
NIRA rules was very high.  



Cooperation was a clear best response if firms 
believed that defections would be punished with 

fines, imprisonment, and boycotts

In the first few months of the NIRA cartel experiment, compliance with the 
NIRA rules was very high.  

Compliance waned a bit in 1934 and 1935 as enforcement was less 
common than initially expected, and Blue Eagle became less popular as 
the economic gains that were promised did not materialize.



Did the NIRA Facilitate Collusive Outcomes?

Perhaps of greatest interest here:

How have scholars attempted to measure 

collusive behavior under the NIRA???



Did the NIRA Facilitate Collusive Outcomes?

Chicu, Vickers, and Ziebarth (2013) and Vickers and Ziebarth (2014) 
“cement” the case that collusion occurred under the NIRA via            
plant-level studies of the cement and macaroni industries. 

They show that before the NIRA, the costs of a cement plant’s nearest 
neighbor had a positive effect on a plant's own price, suggesting 
competition. 

They employ plant-level data.



Did the NIRA Facilitate Collusive Outcomes?

Chicu, Vickers, and Ziebarth (2013) and Vickers and Ziebarth (2014) 
“cement” the case that collusion occurred under the NIRA via            
plant-level studies of the cement and macaroni industries. 

They show that before the NIRA, the costs of a cement plant’s nearest 
neighbor had a positive effect on a plant's own price, suggesting 
competition. After the NIRA, this effect was completely eliminated, with 
no correlation between a plant’s own price and its neighbor's cost.



Did the NIRA Facilitate Collusive Outcomes?

Chicu, Vickers, and Ziebarth (2013) and Vickers and Ziebarth (2014) 
“cement” the case that collusion occurred under the NIRA via            
plant-level studies of the cement and macaroni industries. 

In macaroni industry, after the NIRA is in effect: prices became less 
responsive to changes in cost, the dispersion of prices decreased, and the 
persistence in prices increased, consistent with anticompetitive behavior.  



Did the NIRA Facilitate Collusive Outcomes?

Alexander (1994) examined industry-level price-cost margins to look for 
signs of collusion.

She found a significant correlation between an industry’s 4-firm 
concentration ratio and its price-cost margin prior to the NIRA.



Did the NIRA Facilitate Collusive Outcomes?

Alexander (1994) examined industry-level price-cost margins to look for 
signs of collusion.

She found a significant correlation between an industry’s 4-firm 
concentration ratio and its price-cost margin prior to the NIRA.

But this relationship broke down after the NIRA is in effect.  

This breakdown in the Cournot relationship between industry 
concentration and price cost margin is presented as evidence of collusion.  



Did the NIRA Facilitate Collusive Outcomes?

Taylor (2007, 2011, 2017, 2019) employed industry-level panel data to 
examine whether the growth rate in industry output and/or prices was 
affected after the industry adopted its “code of fair competition.”

Broadly speaking, I do find evidence that the NIRA brought lower output 
and higher prices (consistent with collusion) in months following code 
passage.



Did the NIRA Facilitate Collusive Outcomes?

Taylor (2007, 2011, 2017, 2019) employed industry-level panel data to 
examine whether the growth rate in industry output and/or prices was 
affected after the industry adopted its “code of fair competition.”

Broadly speaking, I do find evidence that the NIRA brought lower output 
and higher prices (consistent with collusion) in months following code 
passage.

But most convincing evidence for collusion can be found 

when heterogeneity of codes is accounted for.  



Split my 38-industry sample 
into industries whose codes were long or short

Coefficients show output 

declines when industry 

under and NIRA code, 

BUT ONLY FOR those 

with long codes.



I find a similar effect with growth rate in 

prices.  Prices rise significantly more in 

industries with long codes after NIRA 

code is adopted, when compared to 

industries with shorter codes.



I find a similar effect with growth rate in 

prices.  Prices rise significantly more in 

industries with long codes after NIRA 

code is adopted, when compared to 

industries with shorter codes.

I believe that this 

demonstrates the causality of 

the NIRA cartel aspects 

themselves being responsible 

for the negative supply shock.



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

After Roosevelt took office in March 1933, the economy experienced an 
incredibly sharp recovery.  

Between March and July 1933:   Manufacturing production rose 78%, 
Industrial Production up 57%, Dow Jones Industrial Average up 71%. 



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

After Roosevelt took office in March 1933, the economy experienced an 
incredibly sharp recovery.  

Between March and July 1933:   Manufacturing production rose 78%, 
Industrial Production up 57%, Dow Jones Industrial Average up 71%. 

This followed from a series of FDR’s “New Deal” policy reforms: Banking reforms, 

leaving the gold standard, devaluing the dollar, and legalizing 3.2% beer.

In short, a sharp rise in inflation expectations and national confidence 

broke the back of the Depression.



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

After Roosevelt took office in March 1933, the economy experienced an 
incredibly sharp recovery.  

Between March and July 1933:   Manufacturing production rose 78%, 
Industrial Production up 57%, Dow Jones Industrial Average up 71%. 

However, this recovery came to a screeching halt in August 1933… 
when the NIRA provisions began to take effect en masse.  



US Recovery on Hold During NIRA: 
Resumes When it Ends

NIRA

NIRA



The NIRA’s Demise 
was Largely Cheered in May 1935

The Denver Post called the Schechter ruling “the most reassuring 
development this country has experienced in many a year” as it will 
“loosen the bureaucratic brakes which have been clamped on business 
and individual initiative.”

New York Times: “Leading bankers and industrialists characterized the 
decision on the NRA as ‘the best thing in years.’”



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

A very broad consensus exists amongst economic historians that the 
NIRA was a contractionary policy that extended the Depression.



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

Cole and Ohanian (2004) directly attribute the weak 
recovery of the 1930s to the NIRA’s cartelization and 
high-wage policies.  

They employ a DSGE model that 

incorporates the NIRA’s cartel and 

high wage aspects and show that 

simulations of this model come closer 

to the actual data than do simulations 

of a competitive model.



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

Cole and Ohanian (2004) directly attribute the weak recovery of the 
1930s to the NIRA’s cartelization and high-wage policies.  

Taylor and Neuman (2016) show that the NIRA was directly responsible 
for derailing the promising recovery of the spring 1933, and hence 
lengthened the Great Depression. 

Show that industries where NIRA rules were most 

“binding” were also most negatively affected with 

respect to output and employment.



The Macroeconomic Cost of Collusion:
Lessons from the NIRA

Eggertsson (2008, 2012) offers a counterview of the NIRA.  

He argues that given the nation was in a deflationary spiral in 1933, 
anything (including the NIRA) that was expected to raise prices (and 
inflation expectations) was an expansionary policy.  



Conclusion

Can collusion be a macroeconomic tonic?  During the Great 
Depression, US policy makers were desperate to try anything.

Unfortunately, the NIRA undid the outstanding economic progress 
that many other policies had brought in the spring of 1933.

Most pertinent to this conference, the historical application of 
government sponsored cartels in the United States only enhances 
the point that collusion harms economic welfare …                                  
and this is true even in times of economic depression.  


