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Part of President Franklin D. Roosevelt's New Deal, the Works Progress 
Administration (WPA) was established to provide relief and employment. This mural by 
artist Charles Wells on the exterior of the Trenton Federal Building and Courthouse in 
Trenton, New Jersey, was funded by the WPA. 
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The Issue: When Franklin D. Roosevelt became president in 1933, the United 
States was facing the greatest economic crisis in its history. One out of four 
Americans was out of work, and many factories and banks had shut down. To 
alleviate people’s suffering and revive the nation’s economy, President 
Roosevelt implemented a host of government programs known as the New Deal. 
Did the New Deal lift the United States out of the Great Depression? Or did 
some other policy, event, or set of circumstances end the depression?

• Arguments for the Proposition that the New Deal Ended the Great 
Depression: The New Deal programs established by President 

Roosevelt lifted the nation out of the Great Depression in several ways. 

New Deal spending created jobs, built needed infrastructure, and 

boosted consumption, all of which helped revive the economy. New 

Deal agencies also helped regulate Wall Street and banks to make 

them more secure and prevent another economic collapse. Finally, the 
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The New Deal
Did It Lift the United States Out of the Depression?



New Deal gave Americans hope that the future would be brighter, and it 

restored Americans' faith in the government and in the economy. By 

1941, the nation’s gross domestic product (GDP) had passed its 1929 

peak, and it was steadily increasing. Meanwhile, the unemployment 

rate was steadily shrinking. The economy was back on track.

• Arguments Against the Proposition that the New Deal Ended the 
Great Depression: The New Deal did not lift the United States out of 

the Great Depression. The government spending necessary to fight 

World War II finally ended the depression in the 1940s. The wartime 

expansion not only sharply increased GDP, but unlike the New Deal, 

which managed to lower the jobless rate only to around 14 percent, it 

also brought about full employment. The New Deal may actually have 

slowed the recovery by intervening in the economy, which created 

uncertainty in the private sector and curbed investment in new 

machinery and equipment. It also created huge debt and massive 

government bureaucracy. Left alone, the economy would have healed 

itself.

Background

The Great Depression of the 1930s was a severe economic downturn unlike any the nation, or 
the world, had ever seen before. It had multiple causes, although even today scholars have 
not reached agreement on a definitive list. Causes most often cited include stock-market 
speculation, unequal distribution of wealth, underconsumption, overproduction, mistaken 
policies by the Federal Reserve Board, home mortgage and farm mortgage debt, bank 
failures, and worldwide economic uncertainty. The event that marks the commonly accepted 
start of the Great Depression occurred on October 24, 1929. On that date the stock market 
bubble burst, sending the value of stocks into a freefall in what became known as the Great 
Crash. The plummeting stock market sent a wave of panic across the United States, although 
it directly affected only the small percentage of Americans who owned stock.

By the time of the presidential election three years later in November 1932, however, the 
initial panic had long since been replaced by a more deeply felt fear—terror, even—among a 
broad spectrum of Americans. A few statistics offer a window on the economic devastation 
that unleashed this anxiety. By 1932, nearly a quarter of American workers were 
unemployed; 5,100 banks had failed; home and farm foreclosures had reached a historic high; 
and the stock market had lost much of its value. Americans feared that they would lose their 
jobs, their homes, their farms, their life savings. They feared that they would not be able to 
feed, clothe, or shelter their families. They feared that the Great Depression would never end. 
Fear drove Americans to hoard their money, to take whatever savings they had out of the 
bank and hide it, often under their mattresses. Fear also drove them to vote in great numbers 
against incumbent president Herbert Hoover in favor of his Democratic challenger, Franklin D. 
Roosevelt (FDR), in the 1932 election. Roosevelt overwhelmingly defeated the Hoover, winning 
57.4 percent of the popular vote and sweeping the Electoral College 472–59. This landslide 
victory, coupled with Democratic control of both houses of Congress, gave Roosevelt a clear 
mandate and the means to deal forcefully with the economic crisis gripping the country.

The new president realized how concerned Americans had become that they, their families, 
their way of life, and even their government were facing catastrophe. In his first inaugural 
address March 4, 1933, Roosevelt—the ever-confident optimist—assured the American 
people that their troubles were temporary and urged them to overcome their fears:

This great Nation will endure as it has endured, will revive and will prosper. So, 
first of all, let me assert my firm belief that the only thing we have to fear is fear 
itself—nameless, unreasoning, unjustified terror which paralyzes needed efforts 
to convert retreat into advance. 

Later in the speech, noting that "The nation asks for action, and action now," President 
Roosevelt pledged to lead “a disciplined attack upon our common problems." [See Franklin D. 
Roosevelt, Inaugural Address, March 4, 1933 (primary source)] That attack would become the 



 

President Franklin D. Roosevelt led the 
United States through both the Great 
Depression and World War II. While his 
New Deal policies, designed to deliver 
relief, reform, and recovery, produced 
lasting change in American politics and 
society, scholars differ on whether they 
were responsible for lifting the country out 
of the depression. 
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New Deal.

During the dismal time between his election in November 1932 and his inauguration four 
months later, Roosevelt did not know whether he could actually restore the prosperity of the 
1920s, but he had some ideas, ideas that he would form the revolutionary set of programs 
that comprised the New Deal. Finding the right programs, Roosevelt admitted, was a process 
of trial and error. He was willing to try nearly anything to restart the economy. As he had 
explained during the campaign:

The country needs and, unless I mistake its temper, the country demands 
bold, persistent experimentation. It is common sense to take a method and try 
it. If it fails, admit it frankly and try another. But above all, try something.

Americans appreciated Roosevelt for his efforts, and they elected him president four times—
in 1932, in 1936, in 1940, and in 1944—more than any other person in U.S. history. Whether 
this means that most voters believed the New Deal to be a success is not clear. Neither is it 
clear whether historians, economists, and other scholars believe that it achieved its goal: to 
lift the United States out of the depression.

Critical analyses of the New Deal's success 
or failure began appearing almost as soon as 
the policy was established, and the debate 
continues today. Much of that debate has 
pitted those who accept a robust government 
role in the nation's economy against those 
who call for far less government interference. 
The United States had faced major industrial 
depressions in the past, particularly in the 
1870s and 1890s. In these earlier 
depressions, the U.S. government had 
generally followed the doctrine of laissez-
faire, a French phrase that loosely translates 
as "let it be"—the "it" here referring to private 
enterprise. After the stock-market crash of 
1929 crippled the economy, the government 
under President Hoover, who had never been 
a big fan of laissez-faire, did intervene in the 
economy, though cautiously. When 
Roosevelt became president in 1933, 
however, he essentially threw the doctrine of 
laissez-faire out the window. Through the 
New Deal, the government under Roosevelt 
would do whatever it took to restore the 
nation's economic health.

The question of whether or not the New Deal 
succeeded in lifting the United States out of 
the depression hinges in part on what 
constitutes success. Scholars have varying 
opinions about this. Some offer a general 
assertion that the New Deal did or did not 
restore the nation's economic health or lead 
to economic recovery. Others insist on 

comparing specific economic data from before the New Deal with economic data from the end 
of the New Deal. "Before" data might come from 1929, the year of the Great Crash, or from 
1933, when the New Deal started. "After" data might come from 1938, when the last New 
Deal legislation passed Congress, or from any other year immediately preceding World War II 
(1939–45). In trying to pin down the parameters of this debate, the need to use "or" multiple 
times suggests the murky nature of the question and the difficulty of ascertaining a clear 
answer.

To confuse things even more, the standard textbook response to the question "What ended 
the Great Depression?" is "World War II." However, those textbooks also claim that it was 
the massive defense spending by the wartime government—under Roosevelt—that doomed 
the depression. The New Deal, it can be said, was all about government spending, and it has 
the budget deficits to prove it. Some New Deal enthusiasts argue that the economic 
expansion during World War II shows that the New Dealers should have spent even more than 



 

The stock market crashed in October 
1929, marking the start of the Great 
Depression. This 1929 photograph shows a 
crowd gathering in New York City at the 
intersection of Wall Street and Broad 
Street just after the crash.
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they did. Despite the difficulty of establishing just what success looks like in this case, 
numerous scholars have offered their opinions, pro and con, about the New Deal's role in the 
Great Depression.

Those who argue that the New Deal ended the depression highlight the positive economic and 
social changes that the policy brought about. They use statistics from the period to support 
their case. After Roosevelt took office in 1933, they point out, key economic indicators 
started rising. Over the next several years, unemployment steadily declined while the gross 
domestic product (GDP) climbed steadily upward. (GDP is the total market value of all goods 
and services produced in one year.) These gains, they assert, restored Americans' 
confidence in the economy, in the government, and in their own future. A severe recession in 
1937–38 set back economic progress, but by 1939, key indicators were once again rising 
sharply. The country, New Deal supporters argue, had been lifted out of the depression.

Those who argue that the New Deal did not restore the nation's economic health offer a 
limited number of alternative explanations. Many historians and economists maintain that the 
U.S. response to World War II in the early 1940s—the purchase of vast amounts of war 
matériel and the employment of millions in the military or in military-related industries—ended 
the depression. Other scholars argue that private enterprise, despite the New Deal's 
undermining of free markets, finally succeeded in returning the country to the level of 
economic prosperity it had enjoyed before the depression. These and other scholars use the 
key economic indicators to show that by the end of the New Deal, the country still languished 
in depression.

The Up-and-Down Course of the Great Depression

The Great Depression started in 1929 with a 
crash—the Great Crash of the stock market. 
Stock prices had nearly doubled in the 
preceding year, and the crash sent those 
prices tumbling. At first the stock market 
crash appeared to some to be just a 
"correction"—a reversal that brings stock 
prices back to a more realistic and healthy 
level. But it proved to be a symptom of an 
unstable economy. The crash did not cause 
the Great Depression, but it signaled that 
hard times were coming.

President Herbert Hoover, in office less than 
eight months, was among the few who 
recognized that the shock waves from the 
crash could damage the economy as a 
whole. But when his worst fears came true, 
he chose to rely mainly on private business 
to take the actions necessary to stem the 
economic downturn. By 1932, Hoover 
realized that the economy was in a 
dangerous downward spiral, which he had 
begun referring to as a depression. In January 
1932 he took steps to aid business by 
creating the Reconstruction Finance 
Corporation (RFC), a federal entity authorized 
by Congress to provide emergency 
government loans to banks and other large 
corporations. Hoover also sought to help 
jobless Americans. Although he condemned 
the idea of direct federal payments to the 
unemployed, he did reluctantly sign a public 
works relief bill on July 21. By then the 
unemployment rate exceeded 23 percent, a 
figure that did not account for those who had been forced to shift to part-time work or those 
whose wages had been slashed. (Economists consider an unemployment rate somewhere 
between 4 and 6 percent to be "full" employment, which takes into account members of the 
labor force who do not wish to work or are in transition from one job to another.)



Although more than past presidents had done in economic crises, Hoover's minimal 
intervention failed to persuade most Americans to keep him in office. Franklin Roosevelt won 
the 1932 presidential election and immediately employed the powers of the federal 
government to try to turn around the failing economy and to begin offering direct aid to those 
Americans who were suffering. In his first three months in office from March to June 1933, 
known as the "Hundred Days," Roosevelt and his advisers hammered out a series of bills and 
submitted them to the Democratic-controlled Congress. Fifteen major bills and a number of 
lesser ones passed. Together, these and later anti-depression programs became known as 
the New Deal.

Over the next four years, the country seemed to be slowly staggering out of the grip of the 
depression. During this time GDP rose from a low of $56.4 billion in 1933 to $91.9 billion in 
1937. The "real GDP" figures, which take inflation into account, show that by 1937 the 
economy's production had surpassed the 1929 level. At the same time, unemployment had 
fallen from 24.9 percent to 14.3 percent. In 1937, both of these encouraging trends were upset 
when the economy contracted into recession, which is defined as a decline in GDP for two or 
more consecutive quarters (three-month periods). From May 1937 to June 1938, the GDP 
declined each quarter, and unemployment rose sharply, to 19 percent. [See The Recession of 
1937–38] The economy had resumed its upward trend by mid-summer 1938, and GDP 
reached its earlier New Deal peak the following year. Unemployment levels, however, 
remained above 14 percent through 1940.

The United States entered World War II on December 8, 1941, the day after Japan bombed 
the U.S. naval base at Pearl Harbor in Hawaii. Even before then, the military had begun 
increasing its stock of weapons and supplies. This buildup sharply boosted the economy. 
From 1940 to 1941, GDP increased by 25 percent, while unemployment decreased from 14.6 
percent of the civilian labor force to 9.9 percent. In 1944, the demand for labor was so great 
that the unemployment rate dropped to just 1.2 percent—the lowest in U.S. history.

The New Deal

On July 2, 1932, New York governor Franklin D. Roosevelt accepted the Democratic Party's 
nomination for president at its convention in Chicago. There he outlined some of his broad 
goals, and he first uttered the phrase that would characterize his economic policies as 
president:

Throughout the Nation, men and women, forgotten in the political philosophy of 
the Government of the last years look to us here for guidance and for more 
equitable opportunity to share in the distribution of national wealth.

On the farms, in the large metropolitan areas, in the smaller cities and in the 
villages, millions of our citizens cherish the hope that their old standards of 
living and of thought have not gone forever. Those millions cannot and shall not 
hope in vain.

I pledge you, I pledge myself, to a new deal for the American people.

Roosevelt launched the New Deal eight months later on March 4, 1933, the same day he took 
up residence in the White House. Knowing that many Americans had lost faith in banks, he 
acted to restore their confidence. The new president used his executive powers to order all of 
the nation's banks to close for four days. Then he set to work on legislation aimed at saving 
the banking system. The resulting bill passed Congress on the same day the president 
introduced it, March 9. Among other things, this Emergency Banking Act authorized 
Congress to do any reorganizing of banks necessary to ensure that they were healthy enough 
to reopen. Soon afterward, Roosevelt ordered Americans to turn in their gold for paper dollars, 
which effectively took the United States off the gold standard. The linking of gold to the dollar 
had kept a cap on inflation—the general upward movement of prices—and Roosevelt wanted 
prices to rise in order to make debts—personal as well as governmental—easier to pay. (An 
existing debt of $100, for example, would still be $100 a year later, even if inflation caused 
incomes to rise by 10 percent. Borrowers with 10 percent more income would find it easier to 
pay back their debts—as long as the interest rate on the debt was less than 10 percent.)

On March 12, the day before banks that had been declared sound were scheduled to reopen, 
Roosevelt gave the first of his radio speeches that came to be known as "fireside chats." 
Radio was a fairly new medium, and Roosevelt mastered it, using his eloquence and his 
reassuring voice to charm his audience—and to motivate them. On this day, his goal was to 



 

A 1937 WPA poster promoting the 
LaGuardia Airport project in Queens, New 
York. 
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persuade Americans to put their money, and their confidence, back into the banks. He told 
them that "it is safer to put your money in a reopened bank than under the mattress." Judging 
by the flood of bank deposits made the following day, Americans trusted him. The New Deal 
was off to a roaring start.

Some historians divide the New Deal into two or more periods. The so-called First New Deal 
covers the years 1933–34 and focuses on bills introduced and passed during the Hundred 
Days to meet the urgent economic crisis. Besides the Emergency Banking Act, they 
included more than a dozen other major programs mainly aimed at promoting the recovery of 
businesses and providing relief to destitute Americans. The Glass-Steagall Act created the 
Federal Deposit Insurance Corporation (FDIC), which guaranteed bank deposits up to $5,000 
(later raised to $250,000). The Civilian Conservation Corps (CCC) paid young men modest 
amounts to work on conservation projects throughout the United States. The Public Works 
Administration (PWA) provided long-term jobs constructing highways, schools, and public 
buildings. The Civil Works Administration (CWA) extended unemployment relief to a broad 
range of workers. The National Recovery Administration (NRA), the agency most closely 
identified with the New Deal, devised industrial codes to ensure fair competition, imposed 
wage and price controls on more than 600 industries, and required employers to bargain in 
good faith with labor unions. The Agricultural Adjustment Act (AAA) aimed to reduce 
agricultural overproduction, and thus increase the market value of farm products, by paying 
farmers to limit their planting of crops and raise fewer animals. The Tennessee Valley 
Authority (TVA) stimulated economic development in the Tennessee Valley region by 
underwriting the building of dams to control flooding and power plants to generate electricity. 
The Securities and Exchange Commission sought to restore investor confidence in the stock 
market by closely supervising all activities related to stock transactions.

The Second New Deal, starting in 1935, 
developed programs aimed mainly at reform, 
but it also continued relief and recovery 
efforts. The Works Progress Administration 
(WPA) provided work for some 2 million 
unemployed Americans each year in 
construction and the arts. The National Labor 
Relations Act (NLRA) gave workers the right 
to organize unions and bargain collectively 
with employers. The Social Security Act, the 
most important and far-reaching piece of New 
Deal legislation, provided old-age benefits to 
be financed by a payroll tax, as well as aid to 
unemployed and physically disabled 
Americans. The recession of 1937–38 
undercut President Roosevelt's power, as did 
the 1938 congressional elections, which 
strengthened the bloc of Republicans and 
conservative Democrats enough to prevent 
most of Roosevelt's later legislative proposals 
from becoming law. In 1938, the Fair Labor 
Standards Act, which established a minimum 
wage of 25 cents per hour and a maximum 
workweek of 44 hours (after which workers 
would receive a higher wage), became the 
last successful New Deal legislation.

President Roosevelt did not come up with all 
the ideas for New Deal programs by himself. 
He was not so much a scholar as he was a 
man of action. During the Great Depression 
he relied on intellectuals—his "Brain Trust"—many of them from the ranks of university 
professors, to advise him on what actions to take. [See The Brain Trust: Architects of the 
New Deal] Those advisers were largely progressives, and most believed in the progressive 
notion that huge industrial enterprises should be subject to substantial government regulation 
and that government should have some role in creating the country's overall economic plan. 
They also believed that the main cause of the Great Depression was underconsumption—that 
workers and farmers did not have enough money to spend on goods, which stifled production. 
Thus the main route to recovery, they argued, was to increase consumption spending, and 
this is what the New Deal tried to do. The AAA, CCC, the WPA, and other New Deal 



programs put spending money into people's hands.

When he first took office in 1933, Roosevelt believed in trying to keep the federal budget 
balanced; that is, for the government to spend no more than it received in revenue. During the 
1932 campaign, in fact, he had criticized Hoover for sanctioning a budget deficit in order to 
pay for his anti-depression programs, but as president Roosevelt quickly found himself in the 
same position. Through most of the depression he relied on deficit spending—spending 
financed by borrowing—to fund his relief, recovery, and reform programs. The New Deal was 
expensive, and tax revenue could not keep up with the cost of Roosevelt's consumption 
spending. For example, out of $9.7 billion in federal expenditures for fiscal year 1936 (July 1, 
1935, through June 30, 1936), deficit spending accounted for $5.8 billion—more than half.

By the end of that year, President Roosevelt had determined that the depression was waning. 
The economy was growing and tax revenues were rising. Inflation, too, had been on the 
increase since 1933, and some of the president's advisers insisted that continuing deficit 
spending might fuel an even greater increase in inflation, which might slow the recovery. 
These factors led Roosevelt, in 1937, to submit to Congress a balanced fiscal year 1938 
budget. A severe recession followed. Among the likely causes were the cuts in federal 
spending needed to balance the budget, along with reduced paychecks owing to the first-time 
collection of Social Security taxes. Roosevelt's treasury secretary, Henry Morgenthau, Jr., 
advised the president to commit to maintaining a balanced budget in order to restore the 
confidence of investors and the business community. Several of his key advisers strongly 
disagreed with Morgenthau. They had read a newly published book, The General Theory of 
Employment, Interest and Money by British economist John Maynard Keynes, which argued 
that permanent deficit spending was needed in economies as large as that of the United 
States in order to achieve full employment and an effective level of consumption. By 1938, 
these advisers had persuaded Roosevelt to intervene once again in the economy in order to 
stimulate consumption. In April, the president announced a major new emergency-spending 
program. By the middle of summer, the economy was once again growing.

Because it changed so much about the country, some scholars refer to the New Deal as "an 
American Revolution." Historian William Leuchtenburg offers a long list of the New Deal's 
accomplishments, including that it "established central banking, imposed regulation on Wall 
Street, … provided jobs for millions of unemployed, … and changed the agenda of American 
politics." [See William E. Leuchtenburg, What Then Did the New Deal Do?, 1995 (primary 
source)] Whether the New Deal ended the Great Depression, however, is open to debate.

The Case for Accepting That the New Deal Ended the 
Depression

The Great Depression devastated not only the economy but also the spirit of the American 
people. Through his New Deal, supporters argue, President Franklin Roosevelt, aimed to give 
the nation hope during a time when people were questioning whether they or, indeed, their 
democracy could survive. His first inaugural address in 1933 set the tone for the 
experimentation that followed. "Our greatest primary task," he said, "is to put people to 
work." Then, appealing to Americans who were demanding that government do something, 
and do it quickly, Roosevelt proposed a number of general measures that he claimed would 
help achieve this goal, saying, "it can never be helped merely by talking about it. We must 
act and act quickly."

President Roosevelt met Americans' demand for speedy action, New Deal supporters argue, 
by passing 15 major bills during the Hundred Days. That full-scale attack on the Great 
Depression, they contend, changed Americans' attitude from hopeless to hopeful and boosted 
consumer confidence—a key to lifting the United States out of economic crisis. Rud Rennie, 
a sportswriter who traveled the country in 1934, noticed the change [See Rud Rennie, 
"Changing the Tune from Gloom to Cheer," 1934 (primary source)]:

People have come out of the shell-holes into which they were blown by the 
explosions of finance and industry. They are working and playing and seem 
perfectly content to let a busy tribe of professional worriers do their worrying for 
them.

Gauti Eggertsson, an economist with the Federal Reserve, takes a more analytical view of the 
effect of the New Deal on Americans. He argues that "the recovery was driven by a shift in 
expectations. This shift was triggered by President Franklin Delano Roosevelt's … policy 
choices." [See Gauti B. Eggertsson, "Great Expectations and the End of the Depression," 



December 2005 (primary source)]

Roosevelt's policy choices—his New Deal programs—also sparked steady economic growth, 
many scholars of the Great Depression contend. Eggertsson, for one, claims that the 
increase in GDP marks "the largest non-wartime expansion in U.S. economic history." From 
1933 to 1940, he points out, real GDP increased by an average of 9 percent each year. 
Furthermore, the real GDP from 1936 forward, even in the recession years of 1937–38, 
surpassed the real GDP for 1929, which was the peak pre-depression year. Thus, using 
GDP—the total value of what the country produced—as a standard, supporters of the New 
Deal argue, Roosevelt's policies led to economic recovery. They also contend that this 
recovery was made possible in part by the government's deficit spending, which provided the 
fiscal stimulus needed to boost consumption and thus increase production. Roosevelt did not 
much like piling up budget deficits, but, as he told Congress in January 1936, he saw them 
as a temporary measure that was having a beneficial effect:

Our policy is succeeding. The figures prove it. Secure in the knowledge that 
steadily decreasing deficits will turn in time into steadily increasing surpluses, 
and that it is the deficit of today which is making possible the surplus of 
tomorrow, let us pursue the course that we have mapped.

Those who argue that the New Deal ended the depression also argue that Roosevelt's series 
of relief and recovery programs designed to help the jobless—including the CCC, the CWA, 
the PWA, the WPA, and even the TVA—led to a steadily falling unemployment rate. 
Unemployment, economists generally agree, is one of the two key indicators of the 
economy's health, along with GDP. A healthy economy, New Deal supporters assert, is a 
recovered economy. When Roosevelt took office in 1933, they note, the unemployment rate 
stood at 24.9 percent, the highest in U.S. history. By putting jobless Americans back to 
work, they contend, the New Deal steadily decreased the number of jobless. In 1941, on the 
eve of U.S. entry into World War II, they point out, the unemployment rate stood at just 9.9 
percent.

 

Created in 1933, the Public Works Administration (PWA) provided long-term jobs 
constructing highways, schools, and public buildings during the Great Depression. It 
was just one of President Roosevelt's many New Deal government programs that 
aimed to revive the nation's economy. The construction of the Bonneville Dam in the 
Columbia River Gorge (between Oregon and Washington) was a PWA project that 
employed some 3,000 workers. 

National Archives and Records Administration



Roosevelt's focus on jobs, some New Deal backers contend, put spending money back into 
people's pockets. In this way it encouraged recovery by helping resolve the imbalance 
between underconsumption and overproduction that was, in the eyes of New Dealers, one of 
the main causes of the depression. Historian William Leuchtenburg agrees, arguing that, 
under previous administrations, "government responsive mainly to large corporations" led to 
"the failure to maintain adequate purchasing power of workers and farmers, which left the 
economy with inadequate underpinnings." Programs of the New Deal, he and other supporters 
contend, worked to restore Americans' purchasing power.

Many politicians, economists, and others had long called for a laissez-faire approach to the 
economy in the early 20th century, even during the Great Depression. They contended that in 
the long run, market forces would restore prosperity. Influential British economist John 
Maynard Keynes disagreed. In 1923, he had famously written: "Long run is a misleading 
guide to current affairs. In the long run we are all dead." New Dealers generally followed what 
later came to be known as "Keynesian economics." This approach called for active 
government intervention in the form of spending to counter underconsumption. In 1937, in his 
second inaugural address, President Roosevelt applauded the New Deal's achievements while 
dismissing the laissez-faire approach. "We refused," he said, "to leave the problems of our 
common welfare to be solved by the winds of chance and the hurricanes of disaster."

Some scholars look beyond the question of whether the New Deal ended the depression to 
argue that it might have done something more important—saved capitalism and even 
democracy itself. Communists and other radicals, they maintain, fed on people's fear and 
anxiety. By caring for the poor, finding jobs for the unemployed, and shoring up the economy, 
they contend, the New Deal prevented subversive forces from provoking social unrest and, 
perhaps, fomenting revolution. These scholars note that by 1933, "food riots" had broken out, 
unemployed workers had marched to protest the lack of jobs, and farmers carrying weapons 
had barricaded roads to prevent foreclosure sales. In an address he made in 1936, Roosevelt 
himself described the threat of radicalism in those early years and how the New Deal 
undermined it:

We met the emergency with emergency action. But far more important than that 
we went to the roots of the problem, and attacked the cause of the crisis. We 
were against revolution. Therefore, we waged war against those conditions 
which make revolutions—against the inequalities and resentments which breed 
them. In America in 1933, the people did not attempt to remedy wrongs by 
overthrowing their institutions. Americans were made to realize that wrongs 
could and would be set right within their institutions. We proved that democracy 
can work.

The Case Against Accepting That the New Deal Ended the 
Depression

If not the New Deal, then what ended the Great Depression? The conventional answer to that 
question among those who argue that the New Deal did not end the economic crisis of the 
1930s is World War II or, more specifically, World War II spending. Before Japan attacked 
Pearl Harbor on December 7, 1941, most Americans favored an isolationist stance toward the 
brewing conflict in Europe and Asia. They did not support the use of their tax dollars to 
mobilize for a war that they did not want to fight. In 1939, the year the war began in Europe, 
the United States spent only $1.3 billion on military needs. By 1945, that figure had 
skyrocketed to $80.5 billion. The United States met most of the cost of the war through 
borrowing. The New Deal's largest budget deficit, $4.3 billion in 1936, paled in comparison 
with the $54.6 billion peak wartime deficit in 1943. Those who maintain that World War II lifted 
the country out of the depression argue that the results justified the deficits. Thanks to 
massive wartime spending, they claim, GDP more than doubled and unemployment dropped 
below 2 percent—both clear signs of recovery. Nearly half of the 17 million new jobs created 
in the United States went to civilians, they note, and Americans' disposable personal income 
(pay left after taxes) doubled, which allowed them to pay off debts and also save some 
money.



 

Some argue that the New Deal did not lift the country out of the Great Depression. 
They contend that the government spending necessary to fight World War II finally 
ended the depression in the early 1940s. During the war, 6 million women worked in 
defense plants and offices to aid the military while America's men were fighting 
overseas. This 1942 photograph shows women making generators for wartime use at 
the General Motors plant in Rochester, New York.

Library of Congress

Those who contend that the war and not the New Deal ended the depression also point out 
that the government intervened both directly and indirectly in the economy in order to expand 
industrial production of the tanks, ships, aircraft, weapons, and innumerable other machines, 
tools, and supplies needed to win the war. Some of that intervention involved existing 
industries. However, historian Louis Hyman argues that the economy recovered in part 
because government took the initiative to develop the resources, infrastructure, and 
manufacturing capacity to make possible entirely new industries, such as aerospace. "The 
Depression ended not simply because the military needed more matériel," Hyman says, "but 
because the government used wartime demand to transform what America made."

Even the harshest critics of the New Deal acknowledge that the economy made some 
progress in the first few years of the Roosevelt administration. The trends of GDP and 
unemployment, they recognize, were both headed in the right direction. They claim, however, 
that one explanation for the progress is that in 1933, when Roosevelt took office, those 
indicators had fallen so far that it was fairly easy to make some improvement. But, they are 
quick to add, some improvement is not enough. "Just as recovery from an illness is a return 
to one's normal state of health," notes economist Steven Horwitz, "economic recovery is a 
return to economic normalcy." The New Deal, he and others assert, did not bring the 
unemployment rate down to a normal level—in 1941, eight years after Roosevelt took offices, 
unemployment remained high at nearly 10 percent. They also charge that even though 
millions more people were working in 1940 than in 1933, many of those jobs were "make-
work" government jobs that did not add much to productivity. Horwitz also maintains that 
positive changes in the economy were not necessarily only a product of the New Deal. He 
claims that "underlying market forces toward adjustment and correction" might have played 
just as significant a role as New Deal policies did in the early economic progress.

After the initial period of what opponents of the New Deal deem limited progress, however, 
came the severe recession of 1937–38. Critics argue that economic backsliding showed that 



President Roosevelt's programs and policies had not only failed to end the depression but had 
damaged the economy. One of them, scholar Thomas DiLorenzo, further contends that the 
New Deal "made the Great Depression longer and deeper." [See Thomas J. DiLorenzo, "The 
New Deal Debunked," November 2004 (primary source)] The recession shocked Roosevelt, 
leaving him unsure of how to proceed, but the Keynesians among his advisers persuaded him 
to restore the policy of deficit spending. This move troubled some members of the Roosevelt 
administration. Henry Morgenthau, Jr., Roosevelt's secretary of the treasury, expressed his 
dismay in a meeting with Democrats on the House Ways and Means Committee in May 
1939:

Now, gentlemen, we have tried spending money. We are spending more than we 
have ever spent before and it does not work. And I have just one interest.… I 
want to see this country prosperous. I want to see people get a job. I want to 
see people get enough to eat. We have never made good on our promises.… I 
say after eight years of this Administration we have just as much 
unemployment as when we started.… And an enormous debt to boot. 

Morgenthau believed that continuing to work toward a balanced budget would restore the 
confidence of investors. Some scholars echo those sentiments today. Robert Higgs, an 
economic historian, argues that "the insufficiency of private investment from 1935 through 
1940 reflected a pervasive uncertainty among investors about the security of their property 
rights in their capital and its prospective returns." [See Robert Higgs, "Regime Uncertainty: 
Why the Great Depression Lasted So Long and Why Prosperity Resumed after the War," 
2006 (primary source)] He and other proponents of free-enterprise solutions to economic 
downturns also claim that deficit spending squeezed businesses out of what were then tight 
credit markets. That is, massive government borrowing was preventing private businesses 
from getting the loans they needed to expand.

During the 1936 presidential campaign, former president Herbert Hoover backed Alf Landon, 
Roosevelt's opponent. In a speech Hoover chastised Roosevelt for substituting public 
investment for private investment, implying that such a policy moved the country toward 
socialism and communism. "I refused national plans to put the government into business in 
competition with its citizens," he said. "That was born of Karl Marx." Marx was an ardent 
socialist and coauthor of the influential 1848 treatise, The Communist Manifesto. [See 
Herbert Hoover, Speech Assailing the New Deal, October 30, 1936 (primary source)]

Another present-day critic of New Deal policies, economist Steven Horwitz, supports Hoover's 
criticism of excessive public investment. He contends that one problem with government 
spending during the depression was that it shored up consumption but not private 
investment—the true driver of the economy and the only source of a lasting recovery. He 
writes:

the real challenge depressed economies face is a lack of investment, not 
consumption. Private sector recovery requires a recovery in expenditures that 
generate growth, such as investment in machines and buildings.… The New 
Deal did not significantly improve private investment. It actually retarded its 
growth because so many of FDR's new programs, as well as his rhetoric, were 
perceived as threatening the private sector's profits.

Higgs, Horwitz, and other scholars agree that the New Deal did not lift the U.S. economy out 
of the depression, but, some of them maintain, neither did World War II. In fact, they claim, 
the country did not fully recover until after the war ended, in 1945–46. During the war, 
according to Higgs, "the economy operated essentially as a command system," in which the 
government largely displaced private investment. Higgs further claims that:

the war years themselves witnessed a deterioration of economic well-being, in 
the sense of consumer satisfaction, either present (via private consumption) or 
prospective (via accumulation of capital with the potential to enhance future 
civilian consumption).… After the war ended, private investment, for the first 
time since the 1920s, rose to, and remained at, levels sufficient to create a 
prosperous and normally growing economy.

Outcome and Impact

Franklin Roosevelt's economic policies—his New Deal—deeply affected the U.S. economy. 
The question of whether the New Deal lifted the country out of the Great Depression, however, 
has not been finally resolved. New Deal supporters argue that Roosevelt's policies put the 



economy back on track, cut unemployment substantially, and except for the recession of 
1937–38, steadily increased economic growth. New Deal opponents accept that the economy 
grew, but they argue that it took so long for GDP to rise to pre-depression levels and for 
unemployment to come down to acceptable rates that it can hardly be said that the New Deal 
restored the economy.

 

As part of President Roosevelt's New Deal, the federal government commissioned a 
series of public murals from the artists it employed. Completed by artist William 
Gropper in 1939, Construction of a Dam is characteristic of much of the art of the 
1930s, with workers seen in heroic poses, laboring in unison to complete a great 
public project.

United States Department of the Interior

Present-day supporters of Roosevelt and his depression-era domestic policies praise the 
lasting effects of the New Deal on the American economy and society. Government's 
increased role in the economy, they argue, has encouraged free enterprise by leveling the 
playing field through regulations that curb dishonest practices and cutthroat competition. It 
has stabilized and strengthened the country's financial system. Programs such as Social 
Security, later supplemented by Medicare and Medicaid, they insist, do what government is 
supposed to do—provide for the people's safety and well-being. Opponents assert that the 
main legacy of the New Deal is big government and bureaucracy. The onerous regulations 
and wasteful spending programs of the federal government, they argue, have resulted in lower 
productivity and higher unemployment. The proliferation of social legislation, they assert, has 
turned a country of self-reliant citizens into a welfare state and led to a dangerously elevated 
federal deficit. Critics of the New Deal characterize the increasing government intervention in 
the economy as nothing less than a slide toward socialism.

What if the New Deal legislation had never been enacted?

If President Hoover had won reelection of 1932 and New Deal legislation had never been 
enacted, the history of the United States might have been radically different. Franklin 
Roosevelt had engaged, as he put it, in "bold, persistent experimentation" to find solutions to 
the country's problems. Hoover's economic policies likely would have been much more timid. 
They might have allowed the economy to continue sinking or to improve more slowly than it 
did under Roosevelt. On the other hand, they might have, in time, enticed private investors to 
rally the economy. Without government's crowding out of private enterprise, some scholars 
maintain, investors would have returned to the market more quickly, which would have spurred 
faster economic growth.

Hoover's social policies likely would have been even more limited. He believed that people 
should take care of themselves, aided by local charities if needed, and that government 
should help only when such voluntary cooperation failed. Unlike Roosevelt, he did not believe 
in direct government aid to individuals—although he did (unenthusiastically) sign a public 
works bill in 1932. Thus, the Americans who were most harshly affected by the Great 
Depression probably would have suffered more under Hoover, at least in the short term. 
During the depression, Republicans and Democrats alike feared the spread of communism 
and radicalism among the poor and unemployed. The longer the depression continued and 
the harsher it became, the more likely it was that food riots, strikes, and anti-government 
protests might have evolved into widespread unrest or even violent revolution. Some scholars 
suggest that New Deal relief programs helped stifle the growth of any kind of mass uprising.

The New Deal programs were expensive, and the U.S. government paid for them through 
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deficit spending. If deficit spending had been shunned, as it might have been during one or 
more additional Hoover administrations, the United States might have been less able to 
produce the weapons and other war matériel that helped the Allies win World War II. Some 
economists contend, however, that less government intervention in the economy would have 
encouraged more private investment in order to meet the military's needs.

Hoover, however, was not wedded in any dogmatic way to the doctrine of laissez-faire, so it is 
possible that as the depression continued, he might have seen fit to take a stronger hand in 
developing solutions. Faced with a worsening economy, he might have expanded his 
government intervention beyond entities such as the Reconstruction Finance Corporation, 
perhaps even creating programs to deal more forcefully with unemployment and sluggish 
growth. It is unlikely, however, that a conservative Republican such as Hoover would have 
promoted anything like the unprecedented relief, recovery, and reform programs of the New 
Deal.

Without the New Deal as a foundation, programs and policies that we now take for granted 
might never have been enacted. Social Security is one. Unemployment compensation is 
another. Most Americans today would protest vigorously if the resulting social safety net were 
taken away. Americans in the early 1930s believed that the crisis of the Great Depression 
called for strong leadership and vigorous action. For this reason, Americans willingly yielded 
great power to the president, who used it to implement the New Deal. Since that time, 
presidents have generally assumed greater political power than they had before the Great 
Depression. President Lyndon Johnson, for example, was able to push his Great Society 
programs through Congress in the 1960s. He not only expanded the social safety net but 
introduced key civil rights legislation as well. Without the New Deal, this legislation might 
have been much more difficult to enact.
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