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The Great Depression was a severe global economic crisis in the 1930s that shattered trust in free-market
capitalism and challenged economies worldwide. This period saw bank failures, corporate bankruptcies, and
high unemployment rates reaching 25%. It was al so a time when governments began to play a significant role
in controlling and regulating economies. Appreciate the role of government in managing the economy during
this difficult time when the world was in deep economic distress.

The Great Depression shows how valuable government intervention and regulation can bein maintaining a
stable economy. Governments around the world took action to revive their failing economies, paving the way
to recovery. These actions included public works projects, financial bailouts, and setting up regulatory
agencies—the foundations of today's economic policies.

The Causes of the Great Depression and the Need for Intervention

The Great Depression, a severe worldwide economic downturn, began in 1929 and lasted until the late 1930s,
making it the longest and most widespread depression of the 20th century. One major cause was the stock
market crash in 1929. Over-speculation had inflated stock prices beyond their real value, creating a bubble
that burst dramatically.

The burden of war debt and the inflexibility in international trade a so contributed to the economic collapse.
As the depression deepened, it led to severe unemployment, poverty, and economic deflation. government
intervention became critical. Under President Franklin Roosevelt's New Deal, various economic reforms and
public work projects were implemented, hel ping stabilize the economy and provide jobs.

Under standing the Basic Factor sthat Caused the Great Depression

and world. The 1929 stock market crash hugely damaged the U.S. economy. The aftermath of World War |
and restricted international trade also played big parts. Don't underestimate the role of government decisions
in worsening the situation. At first, the government hoped the markets would naturally correct themselves.
This allowed for an increase in unemployment and falling prices.

Later, the government passed the Smoot-Hawley Tariff Act to safeguard U.S. industries. This only made
things worse, asit led to less foreign trade and retaliatory tariffs. Poor regulation of industries and bad
management of monetary policy by the Federal Reserve also hurt the economy's stability. In 1933, the
government attempted to fix the economy with the New Deal, which made significant changes to institutions.

Exploring the Imperative Need for Gover nment I ntervention During the Great
Depression

After the stock market crash in 1929, businesses shut down, banks went bankrupt, and tons of people were
jobless and homeless. The free-market economy couldn't quickly fix or bounce back from this severe
economic drop. This demanded government help. Government invol vement became essential in easing both
the human and economic suffering. The government stepped in with President Roosevelt's 'New Deal’
policies. This plan controlled the economy, gave jobs, secured savings, and shielded homeowners from
losing their properties. These actions hel ped balance the economy and boost confidence. It showed that the
government has a key role when the free market can't handle extreme economic situations.

The Role of New Deal Policiesin Mitigating the Depression


https://en.wikipedia.org/wiki/Great_Depression

Roosevelt between 1933 and 1939 to help during the Great Depression. It showed that government help and
control were important. The New Deal programs gave money and immediate help to those affected by the
weak economy. Programs like the Civilian Conservation Corps and the Works Progress Administration gave
jobs to many Americans who had no jobs. By putting government money into jobs, the economy got
stronger.

Then, the New Deal put into place laws to stop another Depression from happening. Like the Glass-Steagall
Act of 1933 led to the creation of the Federal Deposit Insurance Corporation. This insured bank deposits and
stopped bank runs. The Securities and Exchange Commission was also made to control stock markets and
stop fraud, which had caused the 1929 market crash. The New Deal also made changes |e economic
weaknesses. The Agricultural Adjustment Act worked to make crop prices steady '
helping an industry badly affected by the Depression. In short, the New Deal polig
the Great Depression.
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Positive and Negative | mpacts of Gover nment tion

The government played akey role in improving the economy and stabi Nglng sojety during this period. The
government took steps like setting up programs to support people's welf asthe Social Security Act.
This law was designed to protect people's rightsto social aid, t p the«&face unemployment, old age, and
poverty. The government formed the Securities and Exchange (SEC) to rebuild trust in the
economy by making the stock market more transparent ang@breventi ngg?li shonest practices.
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Comparison to Modern R€
| nter vention

During the 1930s, the policy was e government to rarely interfere with the economy. The idea was that
the economy would stay stable onits . Thislaid-back approach didn't stop the major economic crisis
known as the Great Depresgion gFuring the Great Depression, the government stepped in. President

’ which included different programs to help the country recover and reform.
k over certain industries like utilities, and set standards for wages and

laws for fair traOMy, and controlling the money policy. Governments now often use Keynesian policies,
which encourage government spending during economic downturns, to help recovery.

Government involvement today mainly ensures that businesses are fair, consumers are protected, and the
economy remains stable. For example, actions like changing interest rates, regulating the financial sector, and
taking fiscal measures are inspired by what happened during the Great Depression. The Great Depression
showed the importance of government involvement and rules in managing economies.

My Final Perspective
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These actions helped ease the crisis and looked out for the public's well-being. Enact policies like the Federal
Deposit Insurance Corporation (FDIC), the Securities and Exchange Commission (SEC), and the Social
Security Act, as these boosted the economy, shielded peopl€e's savings, and provided help for those in need.
Besides, such rules stopped out-of-control speculation and financial carelessness that worsened the
Depression. But others believe these steps weren't enough on their own to rescue the country from the slump:
it was World War |1's massive spending that truly ended the crisis.



