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laissez faire economics apush is a critical concept in Advanced Placement
United States History (APUSH) that encapsulates the principles of minimal
governmental intervention in economic affairs. This economic philosophy,
rooted in the ideas of classical liberalism, has played a significant role in
shaping American economic policy and development, especially during the
Industrial Revolution and the Gilded Age. Understanding laissez faire
economics is essential for APUSH students as it provides insights into the
economic ideologies that influenced government policies and societal changes
throughout American history. This article will explore the origins and
principles of laissez faire economics, its impact on U.S. history, key
figures associated with this ideology, and its lasting legacy in modern
economic thought.
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Historical Context and Origins

The origins of laissez faire economics can be traced back to the
Enlightenment period in Europe during the 18th century. Prominent
philosophers such as Adam Smith, who is often referred to as the father of
modern economics, laid the groundwork for this ideology in his seminal work,
"The Wealth of Nations," published in 1776. Smith advocated for free markets
and the idea that individual self-interest in a competitive marketplace leads
to economic prosperity and efficiency.

During this time, the prevailing mercantilist policies, which emphasized



government control and regulation of the economy, began to be challenged.
Laissez faire emerged as a counterpoint, promoting the idea that economic
freedom and minimal government interference would lead to better outcomes for
society as a whole. The phrase "laissez faire," which translates from French
to "let do" or "let go," encapsulates this philosophy of non-intervention.

In the context of American history, the influence of laissez faire economics
became particularly pronounced during the late 19th century, a period marked
by rapid industrialization, urbanization, and the formation of a capitalist
economy. As the United States transitioned from an agrarian society to an
industrial power, the principles of laissez faire began to shape government
policies and economic practices.

Key Principles of Laissez Faire Economics

Laissez faire economics is based on several fundamental principles that
advocate for free markets and limited government intervention. These
principles are essential for understanding how this economic philosophy
functions within a capitalist system.

Market Efficiency

One of the core tenets of laissez faire economics is the belief in market
efficiency. Proponents argue that free markets, driven by supply and demand,
will naturally allocate resources in the most efficient manner. This
efficiency is believed to foster innovation and competition, leading to
better products and services for consumers.

Individual Freedom

Laissez faire economics emphasizes the importance of individual freedom in
economic activities. This principle holds that individuals should have the
liberty to make their own economic choices without government interference.
The belief is that such freedom encourages entrepreneurship and economic
growth, as people are motivated to pursue their interests.

Minimal Government Intervention

Central to laissez faire economics is the idea that government should play a
minimal role in the economy. This includes avoiding regulation, tariffs, and
subsidies that could distort market dynamics. Proponents argue that



government intervention often leads to inefficiencies and unintended
consequences that can harm the economy.

Impact on U.S. Economic Policy

The impact of laissez faire economics on U.S. economic policy has been
profound, particularly during the late 19th and early 20th centuries. This
period was characterized by significant industrial growth, and the government
largely adhered to laissez faire principles.

Industrialization and Economic Growth

As the United States industrialized, the laissez faire approach allowed
businesses to flourish without significant regulatory constraints. This
environment fostered rapid economic growth, resulting in the emergence of
major industries, including steel, railroads, and manufacturing. The absence
of strict regulations enabled businesses to expand and innovate, contributing
to the U.S. becoming a leading industrial power.

Labor Relations

However, the laissez faire approach also had significant implications for
labor relations during this period. Workers often faced harsh conditions,
long hours, and low wages, as there were few protections or regulations to
safeguard their rights. Strikes and labor movements emerged as a response to
these conditions, leading to conflicts between labor and management.

Regulatory Responses

The consequences of an unregulated economy eventually led to calls for
government intervention. The excesses of laissez faire economics contributed
to economic crises, such as the Panic of 1893 and the Great Depression. These
events prompted a shift in public opinion towards the necessity of regulatory
frameworks to protect consumers and workers.

Influential Figures in Laissez Faire Economics

Several key figures have shaped the development and understanding of laissez
faire economics throughout history. Their contributions have helped to



solidify the principles associated with this economic philosophy.

Adam Smith

As previously mentioned, Adam Smith is a foundational figure in laissez faire
economics. His advocacy for free markets and competition set the stage for
future economic thought. Smith's concept of the "invisible hand" suggests
that individuals pursuing their self-interest inadvertently contribute to the
overall good of society.

John Stuart Mill

Another significant proponent of laissez faire was John Stuart Mill. Mill
expanded on Smith's ideas, arguing for the importance of individual liberty
and the need for minimal government interference in personal and economic
matters. His work contributed to the philosophical underpinnings of classical
liberalism.

Milton Friedman

In the 20th century, economist Milton Friedman became a prominent advocate
for laissez faire principles. His belief in free markets and skepticism of
government intervention significantly influenced economic policy during the
latter half of the century, particularly during the Reagan administration in
the 1980s.

Critiques and Revisions of Laissez Faire
Economics

While laissez faire economics has garnered significant support, it has also
faced substantial critiques. Critics argue that an unregulated economy can
lead to significant social and economic inequalities, environmental
degradation, and market failures.

Market Failures

One of the primary critiques of laissez faire economics is the concept of
market failures. Critics contend that markets do not always operate
efficiently and that certain conditions, such as monopolies and



externalities, can lead to suboptimal outcomes. For example, pollution is
often cited as a negative externality that results from laissez faire
policies, where businesses do not bear the full costs of their actions.

Social Inequality

Another significant concern is that laissez faire economics can exacerbate
social inequalities. Without government intervention, wealth tends to
concentrate in the hands of a few, leading to disparities in income and
opportunity. This has prompted calls for more progressive taxation and social
safety nets to mitigate these inequalities.

Legacy and Modern Relevance

The legacy of laissez faire economics continues to influence contemporary
economic debates. While some advocate for a return to more laissez faire
policies, others argue for a balanced approach that incorporates both free
market principles and necessary regulations.

Current Economic Policies

In recent years, discussions around government intervention in the economy
have gained prominence, particularly in response to economic crises and the
impacts of globalization. The COVID-19 pandemic, for example, raised
questions about the role of government in providing economic support and
regulating industries.

Future of Laissez Faire Economics

As the world grapples with issues such as climate change, technological
disruption, and economic inequality, the principles of laissez faire
economics will continue to be debated. Understanding the historical context
and implications of this ideology is essential for policymakers and
economists as they navigate the complexities of modern economies.

Conclusion

In summary, laissez faire economics has played a pivotal role in shaping the
economic landscape of the United States. From its origins in the



Enlightenment to its influence on modern economic policy, the principles of
minimal government intervention and market efficiency have been both
celebrated and critiqued. APUSH students must grasp the significance of
laissez faire economics, as it provides valuable insights into the
development of the American economy and the ongoing debates surrounding
government intervention and free markets.

Q: What is laissez faire economics in the context of
APUSH?
A: Laissez faire economics refers to the economic philosophy advocating for
minimal government intervention in the marketplace. In APUSH, it is crucial
for understanding the economic policies during the Industrial Revolution and
the implications of such policies on American society.

Q: Who were the key figures associated with laissez
faire economics?
A: Key figures associated with laissez faire economics include Adam Smith,
who introduced the concept in "The Wealth of Nations," John Stuart Mill, who
emphasized individual liberty, and Milton Friedman, who advocated for free
markets in the 20th century.

Q: How did laissez faire economics influence U.S.
economic policies?
A: Laissez faire economics influenced U.S. economic policies by promoting
industrial growth and reducing government regulations during the late 19th
and early 20th centuries, allowing businesses to operate freely, which led to
rapid economic expansion.

Q: What were some critiques of laissez faire
economics?
A: Critiques of laissez faire economics include the potential for market
failures, such as monopolies and negative externalities, as well as the
exacerbation of social inequalities due to the lack of government
intervention to protect consumers and workers.

Q: How has laissez faire economics evolved over



time?
A: Laissez faire economics has evolved from a dominant ideology during the
Industrial Revolution to a more debated concept in modern economics,
especially in response to economic crises and social inequalities, leading to
a call for a balanced approach between free markets and government
regulation.

Q: What is the legacy of laissez faire economics
today?
A: The legacy of laissez faire economics today includes ongoing debates about
the role of government in the economy, particularly concerning issues like
economic inequality, environmental sustainability, and the balance between
regulation and market freedom.

Q: What role did laissez faire economics play during
the Great Depression?
A: During the Great Depression, laissez faire economics was heavily
criticized as it was seen as a contributing factor to the economic collapse.
This led to a shift towards greater government intervention in the economy
through programs and regulations aimed at recovery and reform.

Q: How does laissez faire economics relate to
current economic issues?
A: Laissez faire economics relates to current economic issues by influencing
discussions on government intervention in areas such as healthcare,
environmental policy, and social welfare, as policymakers navigate the
challenges of modern economies in a globalized world.

Q: Can laissez faire economics coexist with
regulations?
A: Yes, many economists argue that laissez faire economics can coexist with
regulations that address market failures and protect the public interest,
creating a balanced approach that allows for free market principles while
ensuring societal welfare.

Q: What is the significance of the "invisible hand"



concept?
A: The "invisible hand" concept, introduced by Adam Smith, signifies how
individuals pursuing their self-interest in a free market can lead to
beneficial outcomes for society, illustrating the foundational belief of
laissez faire economics in market efficiency.
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