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Causes and Effects of the Great Depression in the USA
Background information
The great depression began after there was crashing of the stock market in 1928. The crash made people on Wall Street panic, sending most of the investors from the USA. This led to a drop in investment and consumer spending, resulting in a reduction in employment and industrial output as most companies were sending away workers. 
Introduction
The USA has undergone a recession for the last 242 years, but none can be compared to the Great Depression. The Great Depression occurred between 1929 and 1941. The term paper discusses the causes, effects, and what led to the Great Depression in the USA. 

Causes of the Great Depression
Oversupply and production problems
A consumption boom experienced in the 1920s was powered by mass production that led to overproduction in many sectors of the economy, making business people sell goods at throw-away prices. One of the sectors that experienced the depression was the agriculture sector during world war I (Robbins 10). As a result of farm mechanization, farmers invested heavily in farm machinery to boost production, which was a costly move that put them in debt. However, in the post-war economy, they ended producing more than the people could consume, and as a result, land and crop values declined. Both agricultural and industrial products dropped in prices which reduced profitability and negatively affected many enterprises.
Missteps by the Federal Reserve
In the 1920s, banks tended to let their reserves dangerously low. Economists and historians argue that the great depression was triggered by keeping interest rates low in the early and mid-20s (Weidenbaum 40). The economists also argue that the Federal Reserve also contributed to this depression. It did the opposite of what could have been advised after the crash to bring the economy back to its production state. Instead of lowering interest rates, it actually doubled them in 1931from their pre-crash level. Its idea was to discourage lending and borrowing, and through wild speculating, it encouraged the market to bubble and at last burst.
The Federal also considered the liquidation policy by the treasury secretary, whose ideology was to destroy financially irresponsible institutions, and stronger banking systems would emerge, a move which essentially let banks collapse. By 1933 almost 11,000 banking institutions had collapsed, wiping out savings worth millions of money. This led to a decrease in the money supply that created deflation which in turn caused a rapid increase in interest rates that choked off chances of companies borrowing and, as a result, crowded out investment opportunities.
An ill-timed tariff
Due to economic integration, bilateral trade was increasing. Cheap goods could be imported from countries where they were produced more efficiently, taking advantage of country differences. The demand for local goods declined, and the sectors felt the effect of lower-priced imported goods. Therefore the government had to protect local industries that were about to be crowded out by raising the tariffs on imported goods by 20% as in the United States Tariff Act 1930. Several countries retaliated with their tariffs on US goods resulting in a trade meltdown. In the following two years, US imports dropped by 40%. There were no markets abroad as well as no demand at home which brought the economy into a depression.
 The stock market crash of 1929
Seasoned investors started taking profits in 1929 as a result of the stock market crash, and share prices started to stumble. The first crash was in 1929 when the financial markets opened at a lower rate than the previous day by 11% (Szostak 25). After this, the prices increased shortly, and they dropped again, and many investors were unable to meet their margin calls. A panic set in the led to more investors disposing of their shares. According to Mitnick, the trend continued until there were buyers for the shares and the system collapsed. Between 1929 and 1932, the trade in the stock market reduced significantly, which led to a loss of more than 85% of its value share. More investors exited the market contributing to the great economic depression that was experienced.


Effects of the Great Depression
The Great Depression of 1929 had great economic, social, and political impacts influencing the general economy of the USA. 
Economic effects
Stock market
There was a loss of 91% value of the stock market around 1929-1932. The investors and consumers lost confidence in the Wall Street market as the individual investors, banks, and businesses were wiped out. 
Unemployment
In 1928 before the outbreak of the Great Depression, the rate of unemployment was 4.2%, which was less than the natural unemployment rate. By the end of 1930, the unemployment rate was 8.7%, which increased to 23.7% and 25.2% in 1932 and 1933, respectively (Pugh 139). Almost 15 million individuals had no jobs, the highest rate of unemployment ever recorded in the USA. The New Deal programs assisted in reducing the unemployment rate to 20.7% and 19.9% in 1934 and 1935, respectively, but the less robust government spending in 1938 'resurrected' the unemployment rate to 21%. 
Banks Failed
After the crash in the market, there was a loss of confidence in the financial system of the USA, affecting the banks. Most of the Americans commenced withdrawing the amount they had in the banks as they preferred to hoard it. People were largely withdrawing their money-making of the most banks to lack the cash needed to cover all the withdrawals. The high withdrawals set 9000 banks in the USA to collapse, leading to billions of money that could not be recouped by the bank depositors. 
Trade
As the economy of the country was worsening, there was the formation of trade barriers to protect the industries. In 1930, the Smoot-Hawley tariff was passed by Congress with the aim of protecting jobs in America. Other countries like Japan and the United Kingdom retaliated by creating trading blocs following the trade currencies and national alliances. The world trade reduced 65% as measured in dollars and 25% in the sum number of the units (Hansen 50). The units were still below the required value in 1939. The trade tariff blocks lead to the reduction of the US GDP from$104 to $92 billion between 1929 and 1930. 
Deflation
The Great Depression led to the fall in the price of commodities by 30% from 1930 to 1932. The deflation assisted the consumers who had a reduction in their income, but it negatively affected homeowners, businesses, and farmers. The mortgage payment of these groups has not been reduced to 30% leading to the default of business and various economic activities. People ended up losing their property and becoming migrants searching for jobs at any place and time they could be accommodated, leading to the price change of the goods from 0.6% to -6.4% between 1929 and 1930. 
Political effects
The Great Depression impacted politics by reducing the confidence in unregulated capitalism. President Herbert Hoover advocated for lassies-fair economics, but it failed. This made most people vote for Franklin Roosevelt as his Keynesian economics was promising that the government would assist in ending the Great Depression (Gourevitch 99). The New Deal formed by Franklin worked, making the economy grow by 17% in 1934 due to a reduction in the unemployment rate. Franklin was concerned about adding $5 trillion to the US debt. The expenditure of the government was reduced in 1938, which made the Great Depression resume. People started thinking of how the economy of the country could be raised. The politicians commenced depending on the tax cuts, deficit spending, and other types of expansionary fiscal policy.  
Social Effects
The Great Depression affected farming in the Midwest, leading to the dropping of the prices of agricultural products since the Civil War. Framers were forced to look for jobs making them be homeless. The repealing of Prohibition in 1939 allowed the government to collect taxes on sales and make use of the money to pay for the New Deal. The Great Depression was severe and took a long time, making most people think that the American dream was coming to an end. People lost their happiness as they were homeless and social interaction with the family was reduced. 

End of the Great Depression
Historians believe that the New Deal implemented by Franklin Roosevelt and World War II led to the end of the Great Depression. The New Deal, which began in 1933, was focused on the economy, farmers, and banks in an attempt to boost the economy. The Emergency Bank Act tried to stabilize the banking system as the Agricultural Adjustment Act was aiming at saving farmers. The first New Deal also assisted in ending the Prohibition and uniting all the work projects like Civilian Conservation Corps to raise the economy of the USA (Mitchell 170). The second New Deal commenced in 1935, helping the poor and unemployed struggling in the USA. The Second New Deal implemented supported the Social Security Act, helping people access affordable housing and giving workers overtime pay to improve their living standards. Thus, the First and Second New Deal programs implemented by President Franklin stimulated the economy and helped reduce the unemployment rate.
During World War II, the spending of the government increased as the USA joined the war. The unemployment rate decreased. Most of the American soldiers returned to an economic boom.  
Conclusion
There were various causes of the Great Depression, with the stock market crash in 1929 becoming the major and immediate cause of the depression. The investors could not support the economy of the USA due to a loss of trust. The depression led to the social, economic, and political effects in the USA, affecting the general lie of people. The new Deal supported by Franklin and the outbreak of world war II assisted in ending the depression (Mathy 140). Unfortunately, the country has still failed to realize its dream of unemployment rates. Thus, the government has a role in ensuring the country's economy is boosted to prevent the outbreak of the next Great Depression. 
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