Schechter Poultry Corp. v. United States (1935):
[In Schechter Poultry Corp. v. United States (1935), the Court struck down regulations (pursuant to
the National Industrial Recovery Act) that fixed the hours and wages of individuals employed by an
intrastate business because the activity being regulated related to interstate commerce only
indirectly. In doing so, the Court characterized the distinction between direct and indirect
effects of intrastate transactions upon interstate commerce as "a fundamental one, essential
to the maintenance of our constitutional system." Activities that affected interstate commerce
directly were within Congress' power; activities that affected interstate commerce indirectly were
beyond Congress' reach. The justification for this formal distinction was rooted in the fear that
otherwise "there would be virtually no limit to the federal power and for all practical purposes we
should have a completely centralized government." A short version of the opinion follows.]
[New York City is the largest live-poultry market in the United States. Ninety-six per cent. of the
live poultry there marketed comes from other States. The defendants are wholesale slaughterhouse
operators in Brooklyn, New York City, who ordinarily purchase their live poultry from the West
Washington Market in New York City or at the railroad terminals serving the City, but occasionally
they purchase from commission men in Philadelphia. They buy the poultry for slaughter and resale.
After the poultry is trucked to their slaughterhouse markets in Brooklyn, it is there sold to retail
poultry dealers and butchers who sell directly to consumers. The poultry purchased from defendants
is immediately slaughtered, prior to delivery, by shochtim in defendants' employ. The defendants
do not sell poultry in interstate commerce.]
Shochtim: "slaughterers"
(((((— No Charge — (((((
The [Act]...provides that no employee...shall be permitted to work in excess of forty hours in any one
week, and that no employee..."shall be paid in any pay period less than at the rate of fifty cents per
hour." The article containing "general labor provisions" prohibits the employment of any person
under sixteen years of age...
[Query whether the provisions of the Live Poultry Code which the defendants were convicted for
violating were within the regulating power of Congress.]
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(1) Were these transactions "in" interstate commerce? Much is made of the fact that almost all the
poultry coming to New York is sent there from other States. But the code provisions, as here applied,
do not concern the transportation of the poultry from other States to New York, or the transactions
of the commission men or others to whom it is consigned, or the sales made by such consignees to
defendants. When defendants had made their purchases, whether at the West Washington Market
in New York City or at the railroad terminals serving the City, or elsewhere, the poultry was trucked
to their slaughterhouses in Brooklyn for local disposition. The interstate transactions in relation to
that poultry then ended. Defendants held the poultry at their slaughterhouse markets for slaughter
and local sale to retail dealers and butchers who in turn sold directly to consumers. Neither the
slaughtering nor the sales by defendants were transactions in interstate commerce.
The undisputed facts thus afford no warrant for the argument that the poultry handled by defendants
at their slaughterhouse markets was in a "current" or "flow" of interstate commerce and was thus
subject to congressional regulation...
(2) Did the defendants' transactions directly "affect" interstate commerce so as to be subject to
federal regulation?...In determining how far the federal government may go in controlling intrastate
transactions upon the ground that they "affect" interstate commerce, there is a necessary and
well-established distinction between direct and indirect effects. The precise line can be drawn only
as individual cases arise, but the distinction is clear in principle. Direct effects are illustrated by the
railroad cases we have cited, as e.g., the effect of failure to use prescribed safety appliances on
railroads which are the highways of both interstate and intrastate commerce, injury to an employee
engaged in interstate transportation by the negligence of an employee engaged in an intrastate
movement, the fixing of rates for intrastate transportation which unjustly discriminate against
interstate commerce. But where the effect of intrastate transactions upon interstate commerce is
merely indirect, such transactions remain within the domain of state power. If the commerce clause
were construed to reach all enterprises and transactions which could be said to have an
indirect effect upon interstate commerce, the federal authority would embrace practically all
the activities of the people and the authority of the State over its domestic concerns would exist
only by sufferance of the federal government. Indeed, on such a theory, even the development
of the State's commercial facilities would be subject to federal control...
It is plain that [the hour and wage] requirements are imposed in
order to govern the details of defendants' management of their
local business. The persons employed in slaughtering and selling
in local trade are not employed in interstate commerce. Their
hours and wages have no direct relation to interstate commerce.
The question of how many hours these employees should work
and what they should be paid differs in no essential respect from
similar questions in other local businesses which handle
commodities brought into a State and there dealt in as a part of its
internal commerce...[T]he Government argues that hours and
wages affect prices; that slaughterhouse men sell at a small
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margin above operating costs; that labor represents 50 to 60 per cent. of these costs; that a
slaughterhouse operator paying lower wages or reducing his cost by exacting long hours of work,
translates his saving into lower prices; that this results in demands for a cheaper grade of goods; and
that the cutting of prices brings about a demoralization of the price structure. Similar conditions may
be adduced in relation to other businesses. The argument of the Government proves too much...If
the cost of doing an intrastate business is in itself the permitted object of federal control, the
extent of the regulation of cost would be a question of discretion and not of power.
The Government also makes the point that efforts to enact state legislation establishing high labor
standards have been impeded by the belief that unless similar action is taken generally, commerce
will be diverted from the States adopting such standards, and that this fear of diversion has led to
demands for federal legislation on the subject of wages and hours. The apparent implication is that
the federal authority under the commerce clause should be deemed to extend to the establishment
of rules to govern wages and hours in intrastate trade and industry generally throughout the country,
thus overriding the authority of the States to deal with domestic problems arising from labor
conditions in their internal commerce.
It is not the province of the Court to consider the economic advantages or disadvantages of
such a centralized system. It is sufficient to say that the Federal Constitution does not provide
for it...[T]he authority of the federal government may not be pushed to such an extreme as to destroy
the distinction, which the commerce clause itself establishes, between commerce "among the several
States" and the internal concerns of a State. The same answer must be made to the contention that
is based upon the serious economic situation which led to the passage of the Recovery Act, -- the fall
in prices, the decline in wages and employment, and the curtailment of the market for commodities.
Stress is laid upon the great importance of maintaining wage distributions which would provide the
necessary stimulus in starting "the cumulative forces making for expanding commercial activity."
Without in any way disparaging this motive, it is enough to say that the recuperative efforts of the
federal government must be made in a manner consistent with the authority granted by the
Constitution. We are of the opinion that the attempt through the provisions of the Code to fix the
hours and wages of employees of defendants in their intrastate business was not a valid exercise of
federal power... Conviction...reversed.
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