
AN ANALYSIS OF THE ECONOMIC ASPECTS AND EFFECTS OF THE

GREAT DEPRESSION IN THE US

The Great Depression of devastated the U.S. economy. shrank another %, according to the Bureau of Economic
Analysis. . Long Term Impact.

Many European countries had experienced significant increases in union membership and had established
government pensions before the s. By the end of Hoover had decided to recommend a large tax increase in an
attempt to balance the budget; Congress approved the tax increase in  Although the U. As the NRA codes
began to take effect in the fall of , they had precisely that effect. This insight, combined with a growing
consensus that government should try to stabilize employment, has led to much more activist policy since the
s. Since cotton plantings were thought to be excessive, cotton farmers were paid to plow under one-quarter of
the forty million acres of cotton to reduce marketed production to boost prices. A more vigorous recovery
commenced in late and continued into , when a new depression occurred. Falling prices sent many firms into
bankruptcy. As a result, some 2. Nonetheless, stock prices continued to rise, and by the fall of that year had
reached stratospheric levels that could not be justified by expected future earnings. In fact, the extensive price
controls , rationing, and government control of production render data on GNP, consumption, investment, and
the price level less meaningful. Some people starved; many others lost their farms and homes. Even people
who hadn't invested lost money. Walton, Gary M. New York: Praeger,  Real output and prices fell
precipitously. German aggression led war to break out in Europe in , and the WPA turned its attention to
strengthening the military infrastructure of the United States, even as the country maintained its neutrality.
However, the stock market collapse did not cause the depression; nor can it explain the extraordinary length
and depth of the American contraction. French industrial production and prices both fell substantially between
and  Start your free trial today. The French recovery in and , however, was short-lived. Half of all banks failed.
By , fixed exchange rates had been abandoned in favour of floating rates. As a result, tenant farmers, and
especially black tenants, who were more easily discriminated against, received none of the payments and less
or no income from cotton production after large portions of the crop were plowed under. Boston: Martinus
Nijhoff,  Renaghan, Thomas. How can we establish a consistent price index when government mandates
eliminated the production of most consumer durable goods? Table 2 shows the peak-to-trough percentage
decline in annual industrial production for countries for which such data are available. Jobs available to
women paid less, but were more stable during the banking crisis: nursing, teaching and domestic work. They
became less willing, therefore, to invest in assets with long lives. Additionally, wages at that time were low,
consumer debt was proliferating, the agricultural sector of the economy was struggling due to drought and
falling food prices and banks had an excess of large loans that could not be liquidated. These programs, and
the many others that FDR would go on to implement, stimulated the economy and helped lower the
unemployment rate. Windstorms that stripped the topsoil from millions of acres turned the whole area into a
vast Dust Bowl and destroyed crops and livestock in unprecedented amounts. Ann Arbor: University of
Michigan Press,  Many Americans began pulling what money they had left out of the banks, preferring to
hoard it or buy gold instead. There are several theories as to how the economy was able to collapse, but the
most obvious occurrence that portended doom and started the depression was the stock market crash that
happened in October of  Fifty-six percent believed that in ten years there would be more government control
of business while only 22 percent thought there would be less. Roosevelt campaigned on change, and after a
Hoover administration of depression, the American people were ready for it. Between and , 10, of the 24,
commercial banks in the United States failed. The first major bank runs and failures occurred in the Southeast
in November ; these were followed by more runs and failures in December. In , Congress passed the Social
Security Act , which for the first time provided Americans with unemployment, disability and pensions for old
age. Both labour unions and the welfare state expanded substantially during the s.


