
Abstract: The forecast of a Post-WWII depression is contrasted against the vigorous growth 
that actually happened. Economists called for continued control over the economy to pre-
vent the feared depression. But, in spite of the warning, returning soldiers were rapidly de-
mobilized and the economy decontrolled. While economists dismissed indications toward 
the end of the war of pent-up demand as unsustainable, pent-up demand played an im-
portant role in the smooth transition from a wartime to a peacetime economy. Indicators of 
pent-up demand included buying plans and the accumulation of liquid assets. This study 
tracks expectations of a post-war depression of the general public, business and econo-
mists during this period. It shows that, in 1947, all three groups expected a recession, if not 
a depression. Yet, no such thing occurred. In the case of the general public, a time series of 
expectations is extracted from heterogeneous survey data.
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rationing
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INTRODUCTION

As the United States prepared for the end of WWII, economists warned  
that the country would return to depression without continued massive 
government spending and controls over the economy. Samuelson P.A. 
[1943: 51] described what would come as ‘the greatest period of unemploy-
ment and industrial dislocation which any economy has ever faced.’ (italics in 
the original) But, ignoring their warnings, the returning soldiers were 
demobilized and the federal government’s apparatus for controlling the 
economy was dismantled. The economy then quickly re-organized it-
self for private production and grew vigorously. At about the same time 
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a similar “economic miracle” took place in western Germany; and, in the 
United Kingdom, where Fabian Socialists were influential, the economy 
slumped.

Higgs R. [2006] investigated the extraordinary duration of the Great 
Depression in the United States, the strange prosperity of World War II, 
and the vigorous growth of the economy following the war.1 He attributes 
the extraordinary duration of the Great Depression to uncertainties about 
future taxes and regulations given the animus of President Franklin D. 
Roosevelt and his administration toward private business. Businessmen 
hoarded cash. Private investment spending collapsed. From 1929 to 1932, 
gross private investment expenditures fell from 17.2 to 3.1 percent of GDP. 
From 1932 to 1941, private investment rose and fell along with the econ-
omy.

While the economy fell and rose and then fell and rose again during 
the 1930s, it continued to underperform relative to its trend. The unem-
ployment rate, for example, remained above 10 percent through 1941. 
This illustrates the former distinction of a depression (a long period of de-
pressed economic conditions) from a recession (the period during which 
GDP and other broad measures of economic conditions are falling). In con-
trast, nowadays, a depression is sometimes conceived merely to be a se-
vere recession (e.g., a prolonged and/or particularly sharp fall, as charac-
terized the period from 1929 to 1933). 

With the entry of the U.S. into the war, employment surged because 
of a reduction of unemployment and entry into the labor force. However, 
consumer spending was restrained by rationing, and private investment 
averaged only 5.1 percent of GDP during 1942–1945. Forecasting the im-
mediate post-war period was challenging because of the unusual circum-
stances of the war.2 

Returning to Higgs’ narrative, when Harry S. Truman succeeded 
Roosevelt as President, he brought a more pragmatic approach to govern-
ment. The combination of pent-up demand and reasonable prospects of 
profit coaxed cash out of hordes and into investment. Private investment 
grew sharply and averaged 16.5 percent of GDP during 1946–1951. Higgs 
R. [2006: 25] summarizes his argument thusly, 

1 Higgs’ analysis differs from what might be viewed as the mainstream view, as dis-
cussed by Romer C. [1993].

2 Hamilton J.D. [1992], Klug A. et al [2005], and Mathy G., Stekler H. [2017, 2018] dis-
cuss forecasts during the Great Depression.
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From 1935 through 1940, with Roosevelt and the ardent New Dealers who surround-
ed him in full cry, private investors dared not risk their funds in the amounts typical 
of the late 1920s. In 1945 and 1946, with Roosevelt dead, the New Deal in retreat, and 
most of the wartime controls being removed, investors came out in force.

Higgs tracks economic confidence in part with periodic surveys. For 
example, he cites a March 1939 survey of the general population “Do you 
think the attitude of the Roosevelt administration toward business is de-
laying business recovery?” 54 percent replied “yes,” 26 percent said “no,” 
and the rest had no opinion [Higgs R. 2006: 16]. Higgs also relies on tra-
ditional historical methods of inferring public opinion, citing Krooss H.E. 
[1970], Collins R.M. [1981], Fearon P. [1987] and Brinkley A. [1995], among 
others. 

This paper extends on Higgs’ work. It uses survey data to track pub-
lic opinion concerning the economy through the immediate post-war pe-
riod. There were a total of 31 surveys from 1944 to 1950 concerned with 
the public’s expectations of a post-war recession. Although the questions 
asked were diverse, an internally-consistent time series can be inferred 
from the data collected by these surveys. Surveys of business and of econ-
omists are also tracked. 

The next section looks at economic plans at the time the U.S. entered 
World War II. After that, the paper examines the accumulation of deferred 
demand during the war. The paper then tracks public opinion regarding 
the possibility of a post-war depression. The paper concludes with a dis-
cussion of the policy decisions made at the war’s conclusion, and the per-
formance of the economy. 

PLANNING FOR WAR

Soon following the entry of the United States into World War II, the fed-
eral government took direct control of much of the economy, and regu-
lated much of the rest of the economy through conscription, wage and 
price controls, and rationing [Bartels A.H. 1980; Evans P. 1982, Folsom 
B.W., Folsom A. 2011; Galbraith J.K. 1952; and Rockoff H. 1984]. The over-
all plan included a  system of selective service to provide the manpow-
er needed both by the military and industry, the direct operation of fac-
tories capable of war production, and the suppression of civilian demand 
through rationing. The purpose of rationing was to assure people access 
to key goods at controlled prices, in addition to suppressing civilian de-
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mand. The next few years featured extraordinarily high employment, pro-
duction and income, with much of the income effectively forced by ration-
ing into savings.

Underlying the direction of the economy was the “Victory Plan” of 
1941. This plan outlined the requirements for fielding an enormous 
ground force, a navy equal to all other navies in the world combined, and 
an air force similarly equal to all other air forces in the world combined 
[Kirkpatrick C.E. 1980]. 

Prior to entering the war, the United States faced the prospect of wag-
ing war against Germany, Italy, Japan and the Soviet Union, along with 
their lesser allies and subordinated states, aided only by a United Kingdom 
laid prostrate by Germany, the United Kingdom’s commonwealth na-
tions, and a China laid prostrate by Japan. Many people remember Prime 
Minister Winston Churchill’s line, in a 1940 speech, “We shall fight on the 
beaches, we shall fight on the landing grounds, we shall fight in fields and 
in the streets, we shall fight in the hills, we shall never surrender.” What 
he went on to say after that should also be remembered.

 ... and if, which I do not for the moment believe, this island or a large part of it were 
subjugated and starving, then our empire beyond the seas, armed and guarded by the 
British Fleet, will carry on the struggle until in God’s good time the New World with 
all its power and might, steps forth to the rescue and liberation of the Old. [Internatio
nal Churchill Society 1940].

Although Churchill said he refused to allow himself to believe it, he 
considered that Great Britain might be knocked out of the war. Then, what 
would happen? The New World would come to the rescue of the Old. 
Churchill was obviously referring to the United States. Yet, the United 
States had not yet entered the war. Nor had Germany yet invaded the 
Soviet Union. 

In June 1941, with the invasion of the Soviet Union by Germany, the 
logistical picture as well as the military picture changed dramatically. No 
longer did the United States plan to alone confront an evil alliance stretch-
ing across the entire Eurasian landmass. Instead, the United States, if and 
when it entered the war, would be joined by the Soviet Union and a still 
intact United Kingdom. In addition, China continued to resist conquest by 
Japan, even as a civil war was getting underway within China.

The American war plan therefore shifted to becoming “the arsenal of 
democracy.”3 This revised plan meant the U.S. would organize and sup-

3 Not that the Soviet Union or Chiang Kai-shek’s China were democracies.
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ply not only its own military forces, but also supply much of the weapons 
and munitions of its allies. While the new plan continued to include an air 
force and navy each equal to all the other navies and air forces of the rest 
of the world combined, the ground forces were to be expanded to “only” 
about 90 divisions in order to reserve manpower for U.S. industry. In real 
time, this was called “the 90 division gamble.”

From an apparent standing start,4 the United States built up enormous 
military forces. It supplied these forces and much of the material support 
needed by its allies. While most historians point to the military battles of 
the war, the war was also won in the factories and the shipyards. And, 
to be the arsenal of democracy, victory required empty new car lots and 
empty department store shelves.

DEFERRED DEMAND

In accordance with the Victory Plan, production of private automobiles, 
household appliances and furniture were suspended “for the duration” 
(of the war). So too was new home construction. As the war continued, the 
stocks of durable consumer goods grew older, increasingly in need of re-
placement. Households were concurrently amassing savings in the form 
of war bonds and traditional liquid assets. 

Evidence accumulated of enormous deferred demands by households 
for durable consumer goods and new homes. Perhaps the most authorita-
tive evidence were the surveys of urban consumers and farmers conduct-
ed by the Bureau of the Census on behalf of the War Production Board 
[Noyes C.E., Hilgard E.R. 1946]. These were surveys of 5,000 households, 
allowing meaningful cross-tabulations by region and type of household.

The First Survey of Consumer Requirements was conducted during 
November 1943. It found, among other things, that scotch tape was most 
frequently mentioned in short supply. Alarm clocks were most frequently 
mentioned among items posing an inconvenience or hardship [Noyes C.E., 
Hilgard E.R. 1946: 263]. The other surveys, including the Farm Survey and 
the Second and Third Surveys of Consumer Requirements, were conduct-
ed during early 1944. These surveys are described in Table 1.

4 In fact, most of the new Army divisions were organized from extant National Guard 
and Reserve divisions; and, the buildup of the Navy was initially provided by the Naval 
Acts of 1938 and 1940.
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Table 1. Surveys of Consumer Requirements conducted by the Bureau of the Census  
for the War Production Board

Survey First Farm Second Third

When Fall 1943 Spring 1944 Spring 1944 Spring 1944

Focus nondurables farm goods clothing Appliances

Source: Noyes C.E., Hilgard E.R. [1946].

The Third Survey, which focused on household appliances, revealed 
deferred demands for millions of appliances. These included 4.3 million 
washing machines, 4.0 million electric irons, 3.8 million refrigerators, 
3.2 million cooking stoves, 3.2 million toasters, 2.7 million radios, 2.4 mil-
lion vacuum cleaners, 2.3 million sewing machines, 1.5 million electric 
fans, 1.2 million heating stoves, 0.8 million water heaters, and lesser num-
bers of other household appliances [Noyes C.E., Hilgard E.R. 1946: 269]. 
There clearly were huge deferred demands, but the private sector already 
knew this.

Prior to the First Survey of Consumer Requirements, the Chamber of 
Commerce of the United States (1943) had already conducted two nation-
wide surveys of household buying intentions. There were yet other pri-
vate-sector surveys and a variety of anecdotal information. The key find-
ings of the Chamber surveys are presented in Table 2. They showed that 
increasing numbers of households planned to purchase automobiles and 
appliances, furniture and furnishings, and new homes. The surveys also 
showed that increasing numbers of households had accumulated substan-
tial savings which would enable them to actually make these purchases.

Table 2. Surveys of Consumer Buying Intentions conducted by the Chamber  
of Commerce of the United States: Percent of households planning to make purchases

1942 1943

Furniture and furnishings 18.3 18.4
Automobiles and appliances 32.3 49.7
New homes 2.9 4.4
Savings in excess of 10 percent of income 43 51

Source: Chamber of Commerce of… [1943].
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During November and December 1943, polls by Gallup and Roper 
found that 74 percent and 66 percent of Americans planned on making 
one or more major purchases when the war ended [these and other pub-
lic polls can be found in Cantril H., Strunk M. 1951]. Most frequently men-
tioned were cars, homes, furniture, refrigerators, other appliances, and 
clothing. 

Also during 1943, several publishing houses began to assemble mas-
sive panels of consumers in order to monitor buying plans in detail. These 
details included brand consciousness and preferred shopping places. Why 
such detail? So, business could act on the information when the opportu-
nity presented itself. The Curtis Publishing Co., for example, assembled 
a consumer panel aggregating 30,000 households from among the readers 
of the Saturday Evening Post, Ladies’ Home Journal and Country Gentleman 
[these and other business surveys can be found in various issues of the 
Journal of Marketing 1943–1948]. Not all the buying plans uncovered by 
these surveys panned out. Far less than 45 percent of business and profes-
sional persons bought a private airplane or helicopter after the war, as was 
indicated by one survey. 

Deferred demand was also indicated by the deteriorating perform-
ance of price controls and rationing. Initially, these programs worked 
well. Production was high. Rationed goods were generally available. 
Local boards were able to accommodate special cases (Fortune 1943 and 
Katona G. 1945]. But, as the war continued, these programs frayed. Lower-
priced clothing disappeared [Alwyn-Schmidt W. 1944], effectively forc-
ing consumers to buy higher-priced apparel. Surveys conducted by the 
National Opinion Research Center revealed increasing complaints of over-
priced meat. From zero mentions of black markets in gasoline in surveys 
conducted during 1942, 10 percent or more mentioned such black mar-
kets in surveys conducted during 1944. A survey of New York City shop-
pers revealed that a large majority had made at least some purchases in 
the black market [Survey… 1944]. Congressional testimony indicated that 
between 15 and 50 percent of gasoline purchases involved counterfeit ra-
tion coupons [Hearing… 1944], as did a similarly large percentage of meat 
purchases [Senate Hearing… 1946].

Along with the black market in ration coupons came organized crime. 
Dealing in counterfeit and stolen ration coupons went along nicely with 
such things as illegal gambling, prostitution, extortion, union racketeer-
ing, political corruption and gangland murder. In Connecticut, Salvatore 
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Annunziato, known as “Midge,” and his brother “Onions” found the black 
market in ration coupons to be a gold mine [Hoffman C. 2009].

In spite of much higher income and employment, only 13 percent said 
they were living better than before the war in 1943; and, only 9 percent 
said this in 1944.5 Rationing kept the standard of living down, as it was de-
signed to. During 1944 and 1945, the Gallup Poll indicated that large ma-
jorities wanted rationing to end upon the war’s conclusion.6

POST-WAR DEPRESSION

As discussed above, during the war it became apparent that households 
were building enormous deferred demands and the financial resources 
needed to act on those demands. Economists came to recognize that ag-
gregate demand would be strong at the war’s conclusion. The problem to 
economists – who were still captivated by the doctrines of secular stagna-
tion and under-consumption [Hansen A.H. 1939, see also Backhouse, R.E., 
Boianovsky M. 2016] – was that this strong aggregate demand would not 
be sustainable. 

“At the present time,” said Samuelson P.A. [1943: 27], “there are clear 
indications of increasing optimism among our better-informed observers 
concerning the liklihood of a postwar boom of some duration.” But, “ ... 
the magnitude of the backlog is necessarily finite. If bunched into a short 
enough period, one can produce as large a boom as desired, but it will not 
last.” [Samuelson P.A. 1943: 52]. Deferred demand cannot “be relied upon 
to initiate lasting prosperity. There is no justification to envisage a ‘genera-
tion’ or a decade of prosperity from this factor” [Samuelson P.A. 1943: 53]. 
Samuelson estimated the period of strong aggregate demand to last from 
18 to 24 months.

Koopmans T. [1943] saw in the pent-up demand and liquid assets of 
the population the seeds of a  boom that would subsequently usher in 
a bust. He therefore argued for continuation of price controls and ration-
ing for consumer nondurables, and the extension of price controls and ra-

5 In addition to growing weary of suppressed demand, civilians might have also been 
growing weary of the war itself.

6 Support for post-war rationing appears to have collapsed during 1943. Early in the 
year, a majority supported post-war rationing [Post War Rationing… 1943: 1]. By the end of 
that year, a majority opposed [Post-war planning … 1943: 928]. 
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tioning to consumer durables and housing.7 These policies were supposed 
to moderate the boom and, therefore, avoid the bust. Schlichter S.H. [1942] 
called for continuation of wage and price controls, as well as heavy taxa-
tion and government spending, in order to avoid a post-war depression. 

For Moulton H.G. and Schlotterbeck K.T. [1942], the post-war period 
would feature either a boom or a depression, unless the economy were 
properly-guided by the government. Stead W.H. [1942] thought that mas-
sive new programs of government spending were needed to avoid a re-
turn to massive unemployment. Of particular concern was redistribut-
ing wealth from those who would save it to those who would spend it. 
Chase S. [1942] and Condliffe J.B. [1942] saw increasing government regu-
lation to be a continuation of the New Deal. Laski H. [1943] considered an 
expanded role of government appropriate for a “mature economy.”

During the war, economists foresaw that after the war the economy 
would relapse into the depressed economic conditions that preceded the 
war, delayed perhaps by a period of catch-up spending, unless the artifi-
cial prosperity of the war was continued through massive interventions. 

During the year of demobilization, 1946, there was an increase in con-
sumption spending, but this was only about one-fifth of the decrease in 
government spending [Vedder R.K., Gallaway L.E. 1993: 164]. It simply 
took time for factories to be converted to the production of civilian goods. 
Consumption spending was only larger than usual in 1947. In the mean-
time, millions of women were withdrawing from the labor force, and mil-
lions of men were making their way from the armed services to civilian 
employment. Production fell from 1945 to 1947, or maybe not. According 
to the U.S. Department of Commerce’s estimate of Gross National Product 
as of 1960, production fell by 8 percent. According to its estimate as of 1990, 
production fell by 21 percent.8 But, according to Vedder and Gallaway, cal-
culation of production is difficult during the period because of the lifting 
of price controls. They say there was practically no change over the two-
year period, with a small decrease during 1946 off-set by a similarly-sized 
increase during 1947 [Vedder R.K., Gallaway L.E. 1993: 159]. In real time, 
economists were explaining why forecasts of a post-war depression were 
so wrong [Klein L.R. 1946; Woytinsky W.S. 1947; and, Sapir M. 1949]. 

7 That is, to replace the rationing implicit in the suspension of production of consum-
er durables and housing, with explicit rationing.

8 As of 2021, the Department of Commerce says that production declined by 12 per-
cent from 1945 to 1947.
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TIME SERIES OF EXPECTATIONS

Toward the end of the war, poll-taking organizations started asking 
whether people expected a  relapse into depression, as was being pre-
dicted by economists. The Roper Poll periodically asked would there be 
“a widespread business depression” within ten years following the war. 
The National Opinion Research Center asked if there would be “a great 
deal of unemployment, a  medium amount, or only a  little” within five 
years following the war. The exact questions differed as to the timing and 
depth of a possible future downturn in the economy. Table 3 gives exam-
ples of these questions.

Deriving a time series from data such as is shown in Table 3 is a chal-
lenge and may only be possible by making some assumptions. These as-
sumptions concern (1) the difference in expecting a  recession next year 
versus expecting one further into the future, (2) the difference in expect-
ing a recession versus expecting a depression, and (3) how such expecta-
tions evolve over time.

1.  Expectations of Recession. Let p1t equal the percent of the popula-
tion at time t that expects a recession within the next year.  Let pyt equal the 
percent of the population that expects a recession within the next y years 
for y equal to 1, 2, 3, 4, 5 and 10. Let pyt = γyp1t + (1 - γy)p where 1 = γ1 > γ2 > 
γ3 > γ4 > γ5 > γ10 = 0, and where p can be considered constant during a rel-
atively short time period. Somewhat arbitrarily, γ2 was set equal to 0.8, 
γ3 0.6, γ4 0.4 and γ5 0.2. 

2.  Expectations of Depression. Let Pyt equal the percent of the popula-
tion that expects a depression within the next y years. Since recessions are 
not as protracted depressions, pyt > Pyt. Let Pyt = δpyt where 0 < δ < 1. A grid 
search indicated that δ equals 0.6.

3.  A Time Series of Expectations. Approximate p1t through time with 
a quadratic spline, thus pt1 = a0 + a1t + a2t2 + a3s3

2 + a4s3
2 + ... ansnt2 where 

sn = t - Kn for n = 3 to N if positive and otherwise zero, and Kn are the knot 
points of the spline. Thus,

		  Yi = Σj=1,8bjXji + ei� [1]

where Yi = percent of respondents in a survey conducted at time t saying 
they expect a recession or a depression, or a fall in employment, or a rise 
in unemployment, or poor or falling business conditions within the next 
y years.
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		  X1i =  δγ 
where δ equals δ if question i involves a depression and otherwise 1, and 
γ equals γy if question i involves a time horizon of y years.

		  X2i =  δγt
		  X3i =  δγt2

		  Xji =  δγsj
2 for j = 4, N, and

		  X8i = δ(1-γ)� [2]

Table 3. Examples of survey questions concerning expectations of an economic downturn

Year Mo. Poll Question Sev. Hor. Yes No DK

1950 6 Roper A real depression within the next 
two years?

1 2 29 47 24

1950 3 Gallup More or fewer people out of work 
in the next few months?

0 1 44 49 7

1949 8 NORC A real depression within the next 
two or three years?

1 2 31 61 8

1949 7 Gallup Truman says not balance budget 
if a real depression is to be avoid-
ed

1 2 38 44 18

1949 6 NORC A real depression within the next 
six months?

1 1 16 77 7

1949 6 NORC A real depression within the next 
year or two?

1 2 38 54 8

1949 6 NORC A real depression within the next 
two or three years?

1 3 50 39 11

1949 3 Gallup Now going into a real depression 
or will business conditions im-
prove?

1 2 30 59 11

1949 2 Gallup More or less unemployment by 
this time next year?

0 1 56 35 9

1948 12 Gallup A serious business depression 
during the next four years?

1 4 30 52 18

1948 9 Roper Within the next two years, a mod-
erate depression is likely

0 2 51 33 16

1948 8 Gallup A serious business depression 
during the next year?

1 1 16 66 18

1948 8 Gallup A serious business depression 
during the next four years?

1 4 37 40 23

Sev. (Severity): 1=depression, 0=recession; Hor. = Time horizon in years.
Source: Cantril H., Strunk M. [1951].
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The parameters of the spline curve aj are the regression coefficients bj 
for j = 1, 7. From these, the time series p1t can be formed. The parameter p 
is the regression coefficient b8.

The regression parameters bj are of no interest other than for being 
transformed into a time series that tracks the public’s expectations of a re-
cession. This time series is presented in Figure 1.

Figure 1 shows that the percent of the public expecting a recession rose 
during each of the three NBER recessions of the period 1945 to 1954. It also 
shows that this percentage rose during 1947, perhaps because of the warn-
ings of a post-war depression by economists. However, there was no re-
cession that year.

Figure 1. Percent of the Public Expecting a Recession, 1945–1954 inferred from surveys  
of public opinion (NBER recessions shown in gray)

Source: described in the text,
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BUSINESS CONFIDENCE

In 1946, the Roper Poll began a semi-annual survey of business on behalf 
of Fortune magazine. Recurring questions concerned business in gener-
al, sales, investment and employment. Respondents were asked wheth-
er they expected an increase, a decrease or no change. From the responses 
to these questions an optimism ratio (equal to the percent saying increase 
less the percent saying decrease) can be constructed. These optimism ra-
tios are normed so that 0 would be extremely pessimistic, 50 neutral and 
100 extremely optimistic. Thus transformed, the results of these surveys 
are displayed by the dashed line in Figure 2.  As Figure 1 shows with the 
general public, Figure 2 shows that business turned somewhat pessimistic 
during 1947, but then quickly turned optimistic. Surveys of business, like 
those of the general public, indicate that a post-war economic downturn 
was expected in 1947, but such a thing did not materialize.

Figure 2. Business Confidence (0 = extremely pessimistic,  
50 = neutral, 100 = extremely optimistic), based on Fortune surveys

Source: Fortune [various issues 1947 to 1950].
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ECONOMIC FORECASTS

During 1946, Livingston, a journalist, began a semi-annual survey of sev-
eral dozen economists, covering a variety of indicators at various time ho-
rizons. This survey has been continued by the Federal Reserve Bank of 
Philadelphia. Among the indicators about which respondents were asked 
has always been their forecasts of the Index of Industrial Production six 
months hence. The median response to this question is exhibited in Figure 
3. It appears that economists, like business and the general public, thought 
in 1947 that the country was headed toward a post-war recession.

Going into 1947, the press was abuzz with discussion of a recession. 
A multi-part Associated Press story said, quoting the chief economist at 
Standard & Poor’s, that the second quarter was likely to be remembered. 
“as the beginning of the most widely-advertised recession on record” 
[Associated Press 1947a]. By July, the AP – quoting “some economists” – 
described that month’s jobs report “as driving the last nail in the coffin” of 

Figure 3. Livingston Survey of Economists: % Change in Industrial Production  
over next six months

Source: Livingston Survey [1946–1954].
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earlier forecasts of recession [Associated Press 1947b]. Stoked by the release 
of pent-up demand, and buoyed by more pragmatic policies, the economy 
relatively smoothly transitioned from a war footing to a peace-time orien-
tation. The economy did not fall into a post-war depression.

CONCLUSION

As the end of World War II approached, economists resisted rapid de-
mobilization and decontrol, and advocated commitment to policies de-
signed to ensure full employment, if not full-blown socialism [Finer H. 
1945, Harris S.E. 1945, Lester R.A. 1945, and Wootton B. 1945].9 Boulding 
K.E. [1945: 181] said there was a chronic deficiency in aggregate demand. 
While that chronic deficiency might be overcome by wars and new discov-
eries, “these things only seem to be a postponement.” The failure of a post-
war depression to materialize eventually brought forth a new paradigm, 
one that argued that it was possible to maintain full employment through 
aggregate demand management.10 

In real time, business expressed an optimistic view. “New and ex-
panding demands characterize a dynamic, progressive economy. Today’s 
standard of living is always inadequate in light of tomorrow’s needs...” 
argued the National Industrial Conference Board [1948: 24]. “Insurance, cos-
metics and tobacco, to take some obvious examples, are now listed as ne-
cessities in wage-earner budgets. Automobiles, telephones and radios are 
found in the consumption expenditures of typical working families. In fu-
ture decades, air-conditionings or even art works may be considered nec-
essary ... As one industry catches up and settles down to a normal pace, 
others arise to carry the economy forward. Some such as television are al-
ready in sight; others are yet to be born.” 

9 See Bailey S.K. [1950], Brinkley A. [1995], Lekachman R. [1966] and Stein H. [1969] 
for accounts of the evolution of a proposed guarantee of full employment in 1945, into the 
mere goal of the same in the Full Employment Act of 1946. Ballard J.S. [1983], Goodwin 
C.D., Herren R.S. [1975] and Griffith R. (1989] describe reconversion policies more gener-
ally.

10 There was a hold-out group, the post-Keynesians, that continued to believe in the 
doctrines of secular stagnation and under-consumption. For them, the period following 
World War II consisted, first, of a period of reconstruction (1945 to 1950), and then a one-
time “Golden Age” of capitalism (1950 to 1974) [Armstrong P. et al. 1991].
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The end of World War II presented enormous decisions to the U.S. 
government and other governments. For many, the question was wheth-
er to continue with the policies that propelled employment and produc-
tion to extraordinarily levels during the war, or risk returning to the de-
pressed economic conditions that had persisted through the 1930s. To 
others, the question was whether to allow a market-oriented economy to 
restore the kind of continuous economic growth that had preceded the 
1930s. Many economists argued for continued controls over the econo-
my to prevent a post-war depression. As this paper shows, most people 
thought the country was heading to a recession, if not a full-blown depres-
sion. Nevertheless, the government proceeded to rapidly demobilize the 
returning soldiers and phase out its controls over the economy, and the 
economy quickly reorganized itself for peacetime. 
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