
laissez faire in us history
Laissez faire in US history refers to an economic philosophy that advocates minimal
government intervention in the economy. Originating from French economic thought, this
principle has significantly influenced the development of American capitalism and its
economic policies over the years. The laissez-faire approach has manifested itself through
various historical events, policies, and economic theories, shaping the United States’
growth into a global economic powerhouse. In this article, we will explore the origins of
laissez faire, its impact on US economic policies, key historical events, and its relevance in
contemporary economic discussions.

Origins of Laissez Faire

The term "laissez faire" translates to "let do" or "let go," indicating a hands-off approach to
economic regulation. This philosophy emerged during the 18th century in France as part of
the broader Enlightenment movement. Key figures like Adam Smith, often regarded as the
father of modern economics, championed the idea that free markets, driven by individual
self-interest, would lead to greater economic prosperity. His seminal work, "The Wealth of
Nations," published in 1776, laid the groundwork for laissez-faire economics by arguing
against mercantilism and advocating for free trade.

Laissez Faire in Early American Economic Thought

As the United States emerged as an independent nation, the principles of laissez faire
began to take root within its economic framework. Early American economists and
politicians, influenced by Enlightenment principles, began to advocate for limited
government intervention in the economy. Some notable figures include:

- Thomas Jefferson: Advocated for agrarianism and believed that a government should not
interfere with the natural economic order.
- Alexander Hamilton: While he supported a more active role for government in promoting
industry, his vision still allowed for a degree of laissez-faire principles in trade and
commerce.

The Rise of Laissez Faire in the 19th Century

Throughout the 19th century, laissez faire principles gained traction in the United States,
especially during the Industrial Revolution. This period marked a significant shift towards
capitalism, characterized by rapid industrialization, urbanization, and an explosion of
innovation.



Key Features of Laissez Faire in the 19th Century

1. Minimal Government Regulation: The government adopted a non-interventionist stance,
allowing businesses to operate with little oversight.
2. Free Trade Policies: Tariffs were reduced in several instances, promoting international
trade and competition among American industries.
3. Expansion of Railroads: The government supported the growth of railroads, which were
crucial for commerce, while largely refraining from heavy regulation of the industry.

Laissez Faire and the Gilded Age

The Gilded Age (approximately 1870 to 1900) was a period marked by rapid economic
growth, industrialization, and the rise of monopolies. During this time, laissez faire became
synonymous with the belief that the economy would self-regulate if left alone.

Impact on Society and Economy

- Wealth Disparity: The lack of regulation led to significant wealth concentration among
industrialists and business magnates, often referred to as "robber barons."
- Labor Strikes and Unrest: The absence of labor laws resulted in poor working conditions,
prompting numerous strikes and labor movements advocating for workers' rights.
- Economic Crises: The economy faced various downturns and crises, most notably the
Panic of 1893, which exposed the vulnerabilities of a laissez-faire system.

The Shift Towards Regulation in the 20th Century

The early 20th century saw significant challenges to laissez faire principles, largely
prompted by the economic crises of the Gilded Age and the Great Depression. The stock
market crash of 1929 and the subsequent economic collapse led to an urgent need for
government intervention.

The New Deal and Government Intervention

In response to the Great Depression, President Franklin D. Roosevelt implemented the New
Deal, a series of programs and reforms aimed at stabilizing the economy and providing
relief to struggling Americans. Key aspects included:

- Regulatory Agencies: The establishment of agencies like the Securities and Exchange
Commission (SEC) and the Federal Deposit Insurance Corporation (FDIC) aimed to regulate
financial markets and protect consumers.
- Social Safety Nets: Programs such as Social Security were introduced to provide financial
support to the elderly and unemployed, marking a significant departure from laissez faire



principles.

Laissez Faire in Contemporary Economic Thought

Despite the rise of regulatory frameworks, the debate over laissez faire economics
continues to shape contemporary discussions on economic policy.

Modern Perspectives on Laissez Faire

1. Supporters of Laissez Faire: Advocates argue that less government intervention can lead
to increased efficiency, innovation, and economic growth. They often cite examples from
the tech industry, where deregulation has led to rapid advancements.

2. Critics of Laissez Faire: Critics contend that a lack of regulation can result in significant
social and economic inequalities, environmental degradation, and economic instability.
They argue for a balanced approach that includes both market freedoms and essential
regulations.

Modern Economic Crises and Laissez Faire

The 2008 financial crisis reignited debates over laissez faire principles. The crisis was partly
attributed to deregulation in the financial sector, leading many to call for a reconsideration
of laissez faire policies. Key points of contention included:

- Deregulation of Financial Markets: Critics pointed to the repeal of the Glass-Steagall Act as
a catalyst for risky financial practices.
- Government Bailouts: The government’s intervention to bail out failing banks contradicted
the laissez faire principle of allowing markets to self-correct.

Conclusion

Laissez faire in US history reflects a dynamic and evolving relationship between
government intervention and market forces. From its early philosophical roots to its
prominence during the Industrial Revolution and its challenges during the Great
Depression, laissez faire has shaped economic policies and societal structures throughout
American history. As we move forward, understanding the implications of laissez faire
economics remains crucial for navigating contemporary economic challenges and fostering
sustainable growth. The ongoing dialogue about the balance between free markets and
necessary regulations will undoubtedly continue to influence the future of the American
economy.



Frequently Asked Questions

What does 'laissez-faire' mean in the context of U.S.
history?
'Laissez-faire' is a French term meaning 'let do' or 'let go,' referring to an economic
philosophy that advocates minimal government intervention in the economy.

How did laissez-faire principles influence the Industrial
Revolution in the United States?
Laissez-faire principles encouraged rapid industrialization by allowing businesses to operate
with little regulatory oversight, which facilitated innovation and expansion during the late
19th century.

Which U.S. president is most closely associated with
laissez-faire economics?
President Calvin Coolidge, who served in the 1920s, is often associated with laissez-faire
economics, emphasizing limited government intervention and tax cuts to stimulate
economic growth.

What was the impact of laissez-faire policies during the
Great Depression?
Laissez-faire policies were largely criticized during the Great Depression as they contributed
to the economic collapse; this led to a shift towards more interventionist policies under
President Franklin D. Roosevelt.

In what way did laissez-faire economics influence labor
relations in the U.S.?
Laissez-faire economics often resulted in poor working conditions and low wages, as
businesses prioritized profits over worker welfare, leading to significant labor strikes and
the rise of labor unions.

How did the New Deal challenge laissez-faire economic
policies?
The New Deal introduced a series of government programs and regulations aimed at
economic recovery and social welfare, marking a significant departure from laissez-faire
principles by increasing government involvement in the economy.



Is laissez-faire still relevant in contemporary U.S.
economic discussions?
Yes, laissez-faire remains a relevant topic in contemporary U.S. economic discussions,
particularly in debates about the role of government in regulating industries and managing
economic crises.
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