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As the United States recovered from a post-war recession in 13921, its econg, S
grew at a healthy annual rate. American workers produced more g'uods morm':J 'ii
efficiently, and their incomes increased, if not quite so quickly as the profitse ;
born from their greater productivity. Many Americans’ optimism grew, too; they
thought they had entered a new era of prosperity, when more America;ns c’ou:!dy B
afford more luxury goods and live, at least materially, better lives than before,

So s.ec‘urelg did they hold this belief that they accepted newly available offers. :
credit in order to buy what they could not afford from their own pockets. By th g
end of the decade, most Americans were living lives well furnished with.de%t " 3

Adapted from The Great Depression and the New Deal: A Very Short Introduction |, g
Eric Rauchway (Oxford University Press, aon:ﬂ

The stock market crash of 1929, which marked the beginning of the Great 355
Depression of the United States, came directly from wild speculation which s
collapsed and brought the whale economy down with it. But, as John Galbrajyj,
says in his study of that event (The Great Crash), behind that speculation was s
the fact that 'the economy was fundamentally unsound'. A socialist critic way :
go further and say that the capitalist system was by its nature unsound: a
system driven by the one averriding motive of corporate profit and therefore
unstable, unpredictable, and blind 10 human needs. The result of all that:
permanent depression for many of its people and pericdic crises for almost
everybody. Capitalism, despite its efforts at self-reform, its organisation for
better control, was still in 1929 a sick and undependable system.

| EXTRACT3 |

In the years following World War 1, there was sharp speculation in farm A
commodities and farm real estate — the boom of 1919-20. The Federal Reserve -
looked on tolerantly while banks made the loans that financed the boom. Then =
came the Crash of 1320—21. Now the Federal Reserve clamped down on bank
lending and helped to make the resulting depression worse. In 1927, as the
great stock market boom was getting under way, the Fed eased credit. This
helped finance the stock market boom and thus made more severe the crash
of 1929, althaugh other factors were more important. After the Crash, during
the great deflation of 192932, the Federal Reserve continued to worry about
inflation, In these years banks were falling like the soldiers on the Somme in
1916. The Federal Reserve was indiffcrent to their fate. The idea of the lender of ;g
last resort had not yet crossed the Atlantic. ?r'S
Al
Adapted from The Age of Uncertainty by John Kenneth Galhraﬂh_‘;iﬁ
(Houghton Mifflin, 1979)
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[{A.) PRACTICEQUESTION -

Evaluating historical extracts

Using your understanding of the historical context, assess how convincing the *
arguments in Extracts 1, 2 and 3 are in relation to the cycle of boom, bust, and
recovery in the American economy during the interwar years,




