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Abstract 

The Economic Depression of 1930s was an epoch making event in the annals of history. It 

reshaped and restructured each and every economic set up of the world. It brought about a 

new economic order in the world that is controlled by IMF and World bank. Actually it was 

the reforms initiated during the period of Great Economic Depression that ushered us to the 

present Globalization and liberalization. This paper examines such effects of the Economic 

Depression of 1930s. 
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Introduction  

The Great Economic Depression of 1930s had devastating impact on humanity. In a short 

period of time, world output and standards of living dropped precipitously. As much as one-

fourth of the labour force in industrialized countries was unable to find work in the early 

1930s.The Great Depression challenged families in major ways, placing great economic, 

social, and psychological strains and demands upon families and their members. Millions of 

families lost their savings as numerous banks collapsed in the early 1930s.The Depression 

was a tremendous blow to the United States, Germany and Great Britain. In Germany, 

unemployment rose sharply beginning in late 1929 and by early 1932. In the 1930s, World 

and American economy practically stopped working. Period from 1929 to 1940, America's 

free-market economy failed to operate at a level that allowed most Americans to attain 

economic success. 

The drop in the stocks that took place in the 24th of October 1929 was the beginning of the 

Great Depression. It was termed to as the Black Thursday The two days following the black 

Thursday saw a maintenance of steady prices of the stocks and on Monday, there a was 

another decline in the prices. This continuous decline in the stock prices caused a lot of panic 

among the traders leading to majority of them selling their stocks on the next day, Tuesday 

the 29th. A record of 16,410,030 shares of stock was sold on that day. The Great Depression 
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led to millions of citizens falling victims of malnutrition due to unbalanced diets, millions of 

others were thrown out of their homes due to their incapability of paying their mortgages and 

it is approximated that about 25,000 families had lost their homes and were roaming the 

streets in search of food, shelter and cloths with an addition of 200,000 people in search of 

the same. 

The Great Economic Depression had profound social and cultural changes. No individual or 

No nation could escape from its consequences. Mass migrations reshaped the American 

While many businesses perished during the Great Depression, others actually emerged 

stronger. And new forms of expression flourished in the culture of despair. The Great 

Depression brought a rapid rise in the crime rate as many unemployed workers resorted to 

petty theft to put food on the table. Suicide rates rose, as did reported cases of malnutrition. 

Prostitution was on the rise as desperate women sought ways to pay the bills. Health care in 

general was not a priority for many Americans, as visiting the doctor was reserved for only 

the direst of circumstances. Alcoholism increased with Americans seeking outlets for escape, 

compounded by the repeal of prohibition in 1933. Cigar smoking became too expensive, so 

many Americans switched to cheaper cigarette. 

Since 1929, economists and historians have developed a number of competing theories to 

explain world economy's disastrous performance in the 1930s, and their debates over the true 

causes of the Depression which have profound public-policy implications even today have 

often been quite contentious. The great depression came with it a number of changes in the 

World economy in general .it led to the formulation of new laws. These laws ensured that a 

lot of powers were given to the government meaning that it controlled more powers than it 

had done in any other time. At the same time, a new outlook in terms of life was given to the 

people in general.  

The great economic Depression entirely reshaped the world economic Design. It was 

America started the process of reshaping the world economic order through the policy of New 

Deal. The New Deal was a series of  reform  programs, public work projects, financial 

reforms and regulations enacted in the United States during the 1930s in response to the 

Great Depression. Some of these federal programs included the Civilian Conservation Corps 

,the Civil Works Administration ,the Farm Security Administration , the National Industrial 

Recovery Act of 1933 and the Social Security Administration (SSA). These programs 

included support for farmers, the unemployed, youth and the elderly as well as new 

constraints and safeguards on the banking industry and changes to the monetary system. Most 

programs were enacted between 1933-1938. They included both laws passed by Congress as 

well as presidential executive orders, most during the first term of the presidency of Franklin 

D. Roosevelt. The New Deal produced a political realignment, making the Democratic Party 

the majority with its base in liberal ideas, the South, traditional Democrats, big city machines 

and the newly empowered labor unions and ethnic minorities. The Republicans were split, 

with conservatives opposing the entire New Deal as an alleged enemy of business and growth 

and liberals accepting some of it and promising to make it more efficient. The realignment 

crystallized into the New Deal coalition that dominated most presidential elections into the 
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1960s while the opposing conservative coalition largely controlled Congress from 1939–

1964. 

The New Deal redefined the role of the government, convincing the majority of ordinary 

Americans that the government not only could but should intervene in the economy as well as 

protect and provide direct support for American citizens. Policy-makers have drawn some 

lessons from the 1930s. 

The Great Economic Depression reshaped the economic policy of the world. Following Great 

Depression all other existing policy lost its significance as they failed to offer a lasting 

solution to the crisis engulfed the world. Keynes offered a solution to the dilemma. 

Keynesian economics is an economic theory of total spending in the economy and its effects 

on output and inflation. Keynesian economics was developed by the British economist John 

Maynard Keynes during the 1930s in an attempt to understand the Great Depression. Keynes 

dismissed the notion that the economy would achieve full employment in the long run as 

irrelevant. Keynes argued that the solution to the Great Depression was to stimulate the 

country through some combination of two processes. A reduction in interest rates and. 

Government investment in infrastructure. Kenesian formula helped to find some solution to 

the problems of great economic depression. 

             When we make a historical analysis of Great Depression it is well understood that the 

consequences of  great Economic Depression led to Brettonwood conference and it was the 

Britton wood Conference that offered a final solution to the Great Economic Depression. In 

1944 an international conference took place in Bretton Woods, New Hampshire (USA). 44 

countries attended this conference in order to restructure international finance and currency 

relationships with a view to avoid another great Economic Depression. The participants of 

this conference created the International Monetary Fund (IMF) and the International Bank for 

Reconstruction and Development (IBRD/World Bank). Additionally, they agreed on 

implementing a system of fixed exchange rates with the U.S. dollar as the key currency. The 

plans for the system of Bretton Woods were developed by two important economists of these 

days, the American minister of state in the U.S. treasury, Harry Dexter White, and the British 

economist John Maynard Keynes. The USA has been and still is the dominating power of the 

Bretton Woods system. After World War II the United States was the country with the 

biggest economic potential. The U.S. dollar was the currency with the most purchasing power 

and it was the only currency that was backed by gold. Additionally, all European nations had 

been involved in World War. 

A new international monetary system was forged by delegates from forty-four nations in 

Bretton Woods, New Hampshire, in July 1944. Delegates to the conference agreed to 

establish the International Monetary Fund and what became the World Bank Group. The 

United Nations Monetary and Financial Conference was held in July 1944 at the Mount 

Washington Hotel in Bretton Woods, New Hampshire, where delegates from forty-four 

nations created a new international monetary system known as the Bretton Woods system. 

These countries saw the opportunity for a new international system after World War II that 

would draw on the lessons of the previous gold standards and the experience of the Great 
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Depression and provide for postwar reconstruction. It was an unprecedented cooperative 

effort for nations that had been setting up barriers between their economies for more than a 

decade. They sought to create a system that would not only avoid the rigidity of previous 

international monetary systems, but would also address the lack of cooperation among the 

countries on those systems. The classic gold standard had been abandoned after World War I. 

In the interwar period, governments not only undertook competitive devaluations but also set 

up restrictive trade policies that worsened the Great Depression. 

Those at Bretton Woods envisioned an international monetary system that would ensure 

exchange rate stability, prevent competitive devaluations, and promote economic growth. 

Although all participants agreed on the goals of the new system, plans to implement them 

differed. To reach a collective agreement was an enormous international undertaking. 

Preparation began more than two years before the conference, and financial experts held 

countless bilateral and multilateral meetings to arrive at a common approach. While the 

principal responsibility for international economic policy lies with the Treasury Department 

in the United States, the Federal Reserve participated by offering advice and counsel on the 

new system.1 The primary designers of the new system were John Maynard Keynes, adviser 

to the British Treasury, and Harry Dexter White, the chief international economist at the 

Treasury Department. 

The Bretton Woods Conference, officially known as the United Nations Monetary and 

Financial Conference, was a gathering of delegates of 44 nations that met from July 1 to 22, 

1944 in Bretton Woods, New Hampshire. It agreed upon a series of new rules for the post-

WWII international monetary system. It was actually the beginning of the process of 

globalization and liberalization. It was great economic depression that caused economic 

restructuring of the entire world. This system dominates the present day society. 

Conclusion 

The Great Depression of the 1930s was an economic catastrophe unlike any that had been 

seen in the world before. The predictions of the Classical economic view did not hold, calling 

that view into question. A rival economic view came into existence, associated with the name 

of John Maynard Keynes. This new view indicated that the predictions of the Classical 

economic view may not hold in a period of severe depression and that government action 

through fiscal policy might be necessary to bring about good economic times. Consequences 

of Great economic Depression reached every nook and corner and measures adopted to 

combat to depression reached us to globalization and under which a general economic order 

dominates the world. That world economic order is of the order IMF and World Bank.  

References 

[1] Bernstein, Edward (1984), “Reflections on Bretton Woods.” In The International Monetary System: 
Forty Years After Bretton Woods, 15-20. Boston: Federal Reserve Bank of Boston. 

[2] Bordo, Michael D. (2008), “Gold Standard.” In The Concise Encyclopedia of Economics. Library of 
Economics and Liberty.  

[3] Bairoch, P., (1993). Economics & World History: Myths and Paradoxes. Chicago: University of 
Chicago Press. 

[4] Bernanke, B. S., (2000). Essays on the Great Depression. Princeton: Princeton University Press. 

Suraj Punj Journal For Multidisciplinary Research

Volume 8, Issue 12, 2018

ISSN NO: 2394-2886

Page No: 228



[5] Crafts, N.,andFearon, P. (eds.), (2013). The Great Depression of the 1930s: Lessons for Today. Oxford: 
Oxford University Press. 

[6] Eichengreen, B., (1992). Golden Fetters: The Gold Standard and the Great Depression, 1919-1939. 
Oxford: Oxford University Press.  

[7] Keynes, John Maynard (1971). The collected writings of John Maynard Keynes. London:  
[8] Macmillan Moggridge, Donald (1980). Activities 1941-1946: Shaping the Post-War World, Bretton 

Woods and Reparations. London: Macmillan. 
 

Webliography 

www.imf.org/external/np/sec/mds/1996/mds9601.htm  
www.imf.org/external/am/1998/speeches/pr27ptf.pdf 
www.ncrb.unac.org/unreform/archive/globalization.html  
www.worldbank.org 

Suraj Punj Journal For Multidisciplinary Research

Volume 8, Issue 12, 2018

ISSN NO: 2394-2886

Page No: 229


