Station #1 – Stock Market Collapse

The Stock Market has been around for hundreds of years, it is where people buy and sell stocks.   In order for corporations to make money, they sell partial ownership of their company to the public (known as stocks).  In the 1920’s, many new companies were forming and were issuing stock (so they can raise money fast) which the public could buy.  People bought stocks, because as the company did better, they received either receive a percentage of profit from the corporation (known as a dividend) and could sell their stocks to other people for a higher price.

However, people bought stocks irresponsibly. The stock market was doing so well, people were over-investing, pushing stock prices to higher than the actual value of the company and putting too much money in risky stocks.  They put most of their money into stocks; treating them as savings accounts.  They also borrowed money to buy stocks (known as buying on margin); a practice in which you borrow money to buy the stock, then sell it at a higher price and pay-back the loan (with commission charge) after you make a profit.  People also did the reverse – shorting stock – borrowing the stock to sell it, then hoping it goes down in price to re-buy it (and returning it to the person you borrowed it from) and keeping the difference in price (as a profit).

In the late 1920’s, as the economy got worse, stocks were at a then all-time high but people began to panic (get scared) and got rid of their stocks by the thousands.  On October 29, 1929 the people sold $14 Billion worth of stocks; causing the Stock Market to Crash – the total value of stocks in the market to radically decrease.  This was known as Black Tuesday.  This lead to people getting rid of their stocks even more, but selling them for much, much less than they bought them (therefore losing money themselves!), or having to pay people back because they borrowed money to buy stocks in the first place (and if they couldn’t pay their loans back, then the loaners lost money!).  In two months, 40 billion dollars was lost by businessmen, stock brokers (people who exchanged buying and selling of stocks), and regular citizens.
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Station #2 – Dust Bowl
The Dust Bowl is a period of drought (no rain) across Midwest America that created dust storms. Huge clouds of dust rolled across the Great Plains, damaging homes, slowing traffic, destroying crops and making life difficult for people. The Dust Bowl was made worse by the farmers over using and eroding their land from over producing with the new farm machines and trying to produce more from low prices. The soil was loosened, so when the windstorms came, it was easier to pick up and created clouds of dust that destroyed the land. The clouds were carrying away the natural resources in the soil making the land that was left no longer good for agriculture (growing food) and leaving the farmers with no way to make money. In addition, because the farmers had no way to make food to sell, they could not pay back the loans from the banks for their machinery and crops, and the banks took the farmer’s homes and farms. The entire Mid-West population, whose main business was farming, was devastated!
Station #3 – Bad banking practices
In the 1920s, a new idea was developed.  If people could not afford something but they wanted to buy something they could buy it on credit.  Credit is when you buy something but do not have the money to pay for it right now.  You buy something with the promise to actually pay for it later.  Banks gave credit (loaned money) with relaxed (not strict) rules for repayment.  


However, as the economy worsened in the 1920’s, and people began losing jobs, they could not repay their loans. When consumers could not repay their loans, the banks ran out of their own money and they failed.  When they ran out of money, they also ran out of the people’s money inside the banks – people lost all of their savings over night.  People tried to withdraw all of their money as fast as they could from banks in order to get their money before the banks ran out.  This was known as “a bank run.” The result of this was thousands of banks closing due to lack of money.     

The Federal Reserve, created in 1911 to regulate and help the banking system in times of turmoil like this, actually inexplicably did the opposite!  The Federal Reserve panicked as well and instead of giving banks emergency money to prevent bank failures, withheld money; both small and major banks ran out of money and by the mid-1930’s more than 5,000 banks had collapsed.*   To avoid further losses, banks raised interest rates or stopped lending all-together which slowed the economy even further; sending the economy from recession into depression.   

*What’s in a name?   One of the first major banks to fail was called “The Bank of the United States,” however, was actually just a New York bank.  When the Federal Reserve let this bank fail (largely due to the anti-Semitic (Anti-Jewish) ties of the banking community), people panicked because they heard “the bank of the United States failed” this set off a chain reaction bank run and national crisis.                   
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Station #4 – Unequal distribution of income AND over production and under consumption

Although the 1920’s was a time of great prosperity, not everyone enjoyed in the prosperity.  By the late 1920’s, only 10% of people made over $10,000 ($125,145.50 today).  Even though businesses were prospering, by the late 1920’s, businesses were not increasing their wages.  This meant that workers stopped buying what they were producing.  Also, businesses just began relying on a very small percentage of the population to buy products.  With only about 10-20% of people regularly buying products, businesses started doing worse (automobile and household goods were not selling); people were not buying goods and businesses were not making money!  This was known as over production and under consumption; inventories were building up, and businesses essentially paying for rent, utilities and workers, but products not moving. As the economy got worse, businesses had to begin firing workers, more and more people could not buy goods; making businesses do even worse and repeating this cycle!  
Station #5 – Bad Government Policies

#1)   High Foreign Taxes (Tariffs): America had high tariffs (tax) on foreign products (The Smoot-Hawley Tariff) to protect American industries from foreign competition.  However, this meant that the European nations (who were recovering from World War I), couldn’t sell their products in America; which meant that they couldn’t repay the millions in loans they had borrowed from America.  In response to the American tariffs, the Europeans raise their tariffs on American exports, which hurts American manufacturing; people overseas were not buying our products.   
#2)   Poor Government Regulation or corporation: During the 1920’s, the government did not try to control trusts and monopolies.  This meant that large businesses began buying and controlling smaller ones again.  Prices were rising, but wages were not.  This also meant that when one company did badly, the entire industry it controlled did badly since there were few or no other companies in that industry (such as only Ford controlling cars).  
3)  President Herbert Hoover’s Wage-Ceiling and taxes:  Hoover meant with business leaders and pushed several legislative acts which maintained high minimum wages.  This hurt business’s ability to keep doing business and led to an increase in unemployment.  In 1932, when the Depression was still getting worse, he also raised income taxes to try to balance the budget, which further hurt spending and business.   
