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relationship between the government and the economy. Enacted during the Great Depression, these
programs aimed to stabilize the economy, provide relief to millions of Americans, and prevent future
economic collapses. One of the most significant aspects of the New Deal was how it expanded the
federal government’s authority over business practices, moving away from a hands-off approach to a
more interventionist and regulatory role. This transformation laid the foundation for modern economic
regulation and altered the landscape of American capitalism.

The Context Leading to the New Deal

The Great Depression and Economic Crisis

The stock market crash of 1929 and the subsequent Great Depression created unprecedented
economic hardship. Unemployment soared, banks failed, and businesses shuttered across the nation.
The economic chaos exposed weaknesses in the existing regulatory framework and the need for
government intervention to restore stability.

Limited Regulatory Environment Before the 1930s

Prior to Roosevelt’s presidency, the federal government’s role in business regulation was minimal.
Markets were largely self-regulating, and federal oversight was limited to specific industries like
railroads and interstate commerce. This laissez-faire approach was increasingly criticized as
inadequate to address the severity of the economic downturn.

The Expansion of Government Role through the New
Deal

The Philosophy Behind the New Deal

Franklin D. Roosevelt believed that government had a responsibility to intervene actively in the
economy to promote recovery and social justice. His administration aimed to regulate the financial
sector, stabilize markets, and ensure fair business practices to protect consumers and workers.



Key Legislation and Programs

The New Deal introduced numerous laws and agencies that fundamentally changed how businesses
were regulated. Some of the most impactful include:

National Industrial Recovery Act (NIRA)

Federal Emergency Relief Administration (FERA)

Public Works Administration (PWA)

Glass-Steagall Act

Securities Act of 1933

National Labor Relations Act (Wagner Act)

Regulation vs. Deregulation: A Shift in Policy

Understanding Regulation and Deregulation

- Regulation involves government rules that control how businesses operate, aiming to protect
consumers, workers, and the environment.

- Deregulation refers to the reduction or elimination of government controls to promote free
enterprise and competition.

The New Deal as a Regulatory Revolution

Contrary to deregulation, the New Deal was characterized by significant regulation:

e The creation of agencies like the Securities and Exchange Commission (SEC) to oversee
financial markets.

e The implementation of the National Industrial Recovery Act to stabilize industries and set fair
codes of practice.

e Establishment of the Federal Deposit Insurance Corporation (FDIC) to protect bank deposits.

These reforms marked a clear departure from previous policies, emphasizing active government
oversight to curb unfair business practices and prevent economic collapse.



Impacts of the New Deal on Business Regulation

Enhanced Federal Oversight

The New Deal established a framework where the federal government actively monitored and
regulated various sectors:

- Financial markets were subjected to new rules to prevent manipulation and fraud.

- Industries were encouraged or required to adhere to fair labor standards.

- Business practices were scrutinized to promote competition and prevent monopolistic behaviors.

The Rise of Regulatory Agencies

Several agencies were created to enforce new regulations:

1. SEC (Securities and Exchange Commission): Regulated stock markets and protected
investors.

2. FDIC (Federal Deposit Insurance Corporation): Insured bank deposits, restoring public
confidence.

3. National Labor Relations Board (NLRB): Protected workers’ rights to unionize and bargain
collectively.

Business Compliance and Challenges

While many businesses initially resisted increased regulation, the New Deal’s policies became integral
to economic stability. Compliance became a necessity, and businesses adjusted practices to meet
new standards, fostering a more equitable economic environment.

The Long-Term Effects of Roosevelt’s Policies on
Regulation

Institutionalization of Regulatory Frameworks

The New Deal established enduring regulatory institutions that continue to shape U.S. economic
policy today. Agencies like the SEC and FDIC remain central to financial oversight.

Shift in Public Expectations

The New Deal altered public expectations of government’s role in economic affairs. Americans
increasingly viewed government intervention as essential for economic security and fairness.



Evolution Toward Deregulation in Later Years

Although the New Deal emphasized regulation, subsequent decades saw periods of deregulation,
especially during the 1970s and 1980s. Nonetheless, the foundational role of government regulation
established during Roosevelt’s era remains influential.

Conclusion: The Legacy of the New Deal’s Regulatory
Role

Franklin Roosevelts New Deal programs fundamentally transformed the federal government’s
approach to business regulation. By actively intervening in economic affairs, establishing regulatory
agencies, and setting standards for fair business practices, the New Deal shifted the U.S. from a
predominantly deregulated economy to one characterized by a more active and oversight-driven
government role. This legacy continues to influence American economic policy, balancing the
promotion of free enterprise with protections for consumers, workers, and the broader public. The era
marked a decisive move toward recognizing that a healthy economy requires responsible regulation,
a principle that remains central to contemporary governance.

Frequently Asked Questions

What was the main goal of Franklin Roosevelt's New Deal
programs regarding business regulation?

The main goal was to give the government a more active role in regulating and overseeing businesses
to promote economic stability and protect consumers.

How did the New Deal change the government's approach to
regulating businesses?

The New Deal expanded government intervention, creating agencies and regulations that directly
supervised and controlled various industries to prevent abusive practices and ensure fair competition.

Did Roosevelt's New Deal promote deregulation or increased
regulation of businesses?

While some policies aimed at deregulation in specific sectors, overall the New Deal increased
regulation to stabilize the economy and protect the public interest.

Can you name a key agency established during the New Deal
that contributed to regulating businesses?

Yes, the Securities and Exchange Commission (SEC) was established to regulate the stock market and
prevent abuses that contributed to the 1929 crash.



How did the New Deal's regulatory changes impact American
businesses?

The regulatory changes increased government oversight, which helped restore public confidence,
prevent fraudulent practices, and promote fair competition among businesses.

Was the New Deal's increased regulation seen as a temporary
measure or a lasting change?

Many of the regulatory reforms introduced during the New Deal became lasting features of federal
economic policy, shaping the role of government in business regulation for decades.

How did the New Deal balance deregulation and regulation in
the context of economic recovery?

The New Deal aimed to regulate risky or unfair business practices while sometimes reducing
unnecessary burdens to stimulate growth, striking a balance between oversight and economic
freedom.

What role did the New Deal's regulatory policies play in the
Great Depression recovery?

Regulatory policies helped stabilize financial markets, restore trust in the banking system, and create
a more secure environment for businesses and consumers, aiding economic recovery.

Did the New Deal programs promote a more active
government role in the economy?

Yes, the New Deal significantly increased the federal government’s active role in regulating,
supervising, and intervening in the economy to address the economic crisis.

How does Roosevelt’s New Deal demonstrate a shift towards
government regulation over deregulation?

The New Deal marked a shift by establishing new agencies, laws, and regulations that increased
government oversight, moving away from previous laissez-faire policies toward a more regulated
economy.

Additional Resources

Franklin Roosevelt’s New Deal Programs Gave The Government A More Active Role In Deregulating
Businesses and Reshaping the American Economic Landscape

Franklin Roosevelt’s New Deal programs marked a pivotal turning point in U.S. economic history.
While often associated with increased government intervention and regulation, these initiatives also
set the stage for a nuanced approach to deregulation and re-regulation, effectively redefining the



government’s role in overseeing business practices. This complex balance aimed to stabilize the
economy, promote fairness, and foster long-term growth—all while navigating the tensions between
regulation and deregulation. In this article, we explore how Roosevelt’s New Deal fundamentally
altered the government’s relationship with the business sector, emphasizing the active role it played
in deregulating certain industries, dismantling monopolies, and fostering competitive markets.

Introduction: The Dual Role of Regulation and
Deregulation in the New Deal

At first glance, the New Deal appears primarily as a story of increased regulation—new laws,
agencies, and oversight mechanisms designed to curb business abuses, stabilize financial markets,
and provide relief. However, beneath this apparent regulatory expansion lay a strategic effort to
deregulate certain sectors, dismantle monopolistic structures, and promote economic competition.
Roosevelt’'s administration recognized that effective economic reform required both regulation and
targeted deregulation, tailored to specific industries’ needs and conditions.

This dual approach was driven by a pragmatic understanding: excessive regulation could stifle
innovation and economic activity, while unchecked monopolies could hinder competition and
consumer welfare. The New Deal thus sought to strike a delicate balance, actively shaping an
environment where regulation and deregulation worked in tandem to achieve broader economic
stability and growth.

The Context: The Great Depression and the Need for a
New Approach

The Great Depression, beginning with the stock market crash of 1929, exposed deep flaws in the
American economic system. Widespread bank failures, collapsing industries, skyrocketing
unemployment, and collapsing consumer confidence underscored the urgent need for systemic
reform.

Initially, the government’s response centered on relief and recovery—creating jobs, stabilizing banks,
and supporting farmers. However, as Roosevelt took office in 1933, it became clear that a long-term
solution required fundamental changes to how businesses operated and how markets were regulated.

The prevailing economic thought of the era was shifting away from laissez-faire policies toward a
more active government role. Roosevelt's New Deal programs embodied this shift, emphasizing
regulatory oversight but also recognizing the necessity of deregulating certain sectors to foster
competition and innovation.

Key Legislation and Agencies: A New Regulatory
Framework with Deregulatory Elements



The New Deal era saw the creation of numerous agencies and laws that redefined the government’s
role in the economy. Some aimed explicitly at regulation, such as the Securities and Exchange
Commission (SEC), whereas others involved restructuring or deregulating specific industries to
promote healthy competition.

The Glass-Steagall Act (1933) and Financial Regulation

The Glass-Steagall Act established the Federal Deposit Insurance Corporation (FDIC) and separated
commercial banking from investment banking to prevent risky practices that contributed to the stock
market crash. While it increased oversight of banks, it also aimed to stabilize the industry, allowing
banks to operate more confidently without excessive interference.

The National Industrial Recovery Act (1933)

This act sought to stimulate economic recovery by encouraging industry codes of fair competition.
While it initially aimed at regulating prices, wages, and production levels, some provisions were later
deemed overly restrictive, leading to its eventual invalidation by the Supreme Court in 1935.
Nonetheless, it exemplified the government’s active role in shaping industry standards.

The Public Utility Holding Company Act (1935)

This law aimed to dismantle large utility holding companies that had monopolized electricity markets,
promoting competition among regional utility providers. It was a form of deregulation designed to
break up monopolistic structures and foster a more competitive landscape.

The Wagner Act (1935)

Officially known as the National Labor Relations Act, it protected workers' rights to unionize and
bargain collectively. While primarily a regulation of labor practices, it also indirectly affected business
operations by empowering workers and limiting exploitative practices.

The Role of the Securities and Exchange Commission:
Regulation and Market Innovation

One of the most significant innovations of the New Deal was the establishment of the SEC in 1934.
While the SEC’s primary role was regulatory—overseeing stock exchanges, requiring transparency,
and preventing fraudulent practices—it also played a role in deregulating certain aspects of securities
markets by establishing standardized rules and reducing the chaotic, unregulated practices that had
contributed to the 1929 crash.

The SEC’s approach reflected a dual strategy: regulate to protect investors and the integrity of
markets, but also streamline operations to foster market confidence and growth. This balance allowed
for innovation in financial products while maintaining a necessary oversight framework.



Breaking Up Monopolies: The Anti-Trust Approach and
Deregulation of Markets

A core component of Roosevelt’'s economic strategy was the enforcement of antitrust laws to
dismantle monopolies and foster competition. Although sometimes viewed as regulatory
interventions, these efforts also had deregulative elements, particularly in reducing the power of large
trusts and encouraging smaller firms.

The Sherman Antitrust Act and its Enforcement

Originally enacted in 1890, the Sherman Antitrust Act was vigorously enforced during Roosevelt's
presidency. The administration targeted major monopolistic trusts in industries such as oil, steel, and
railroads. By breaking up these monopolies, the government aimed to promote a more competitive
marketplace, which is a form of deregulation in reducing corporate concentration.

The Clayton Antitrust Act (1914) and the FTC

The Clayton Act strengthened antitrust laws, prohibiting practices like price discrimination and
mergers that could lead to monopolies. The Federal Trade Commission (FTC), established in 1914 and
empowered during the New Deal, monitored business practices and prevented anti-competitive
mergers, fostering a more open market environment.

The Railroad Industry and Deregulation

During Roosevelt's era, the Interstate Commerce Commission (ICC) began to shift toward more
flexible requlation of railroads, moving away from strict rate controls to a more market-oriented
approach. This marked a significant step in deregulating a historically heavily regulated industry,
allowing market forces to influence pricing and competition.

Impact on Business Regulation and Deregulation: A
New Paradigm

The New Deal’s legacy in regulation and deregulation is complex. It did not simply expand
government oversight; it reconfigured the relationship by actively dismantling certain monopolistic
practices and encouraging competition.

Promoting Competition and Fair Markets

- Breaking up large trusts and monopolies

- Encouraging regional and smaller businesses to compete

- Establishing oversight agencies to prevent anti-competitive practices

Regulating for Stability and Fairness

- Implementing financial safeguards to prevent crashes
- Protecting workers’ rights and consumers



- Ensuring transparency and accountability in markets
Deregulating Industries for Growth

- Easing restrictions on utilities and railroads
- Allowing market forces to determine prices and service levels
- Removing barriers that hinder new entrants

Conclusion: A Balanced Approach to Economic
Regulation

Franklin Roosevelt’'s New Deal programs fundamentally reshaped the role of the government in the
American economy. Far from a simple expansion of regulation, they embodied a nuanced
strategy—regulating where necessary to ensure stability, fairness, and consumer protection, while
actively deregulating in sectors where excessive control had stifled competition and innovation.

This balanced approach has had lasting implications, influencing how subsequent administrations
have managed regulation and deregulation. It established a precedent that effective economic
oversight involves both safeguarding the public interest and fostering an environment conducive to
business dynamism. Roosevelt's legacy, therefore, is not just about government intervention but
about crafting a flexible, pragmatic framework that recognizes the importance of both regulation and
deregulation in promoting a resilient, competitive, and equitable economy.
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