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Causes of the Great Depression worksheet answers are essential for understanding one of the most significant
economic downturns in history. The Great Depression, which began in 1929 and lasted throughout the 1930s,
was a period marked by unprecedented economic hardship, high unemployment rates, and a drastic decline in
consumer spending. In this article, we will explore the various factors that contributed to the Great
Depression, providing clarity on the worksheet answers often sought by students and educators alike. By
dissecting the causes, we can gain a deeper understanding of the implications it had on society and the economy,
as well as the lessons learned that continue to resonate in today's economic climate.

The Stock Market Crash of 1929
The stock market crash of October 1929 is often seen as the trigger for the Great Depression. However, it was
not the sole cause but rather a culmination of several underlying issues.

1. Speculation and Overvaluation
Before the crash, stock prices had risen to unsustainable levels due to rampant speculation. Investors were
buying stocks on margin, borrowing money to purchase shares in the hopes that prices would continue to rise.
When the market began to decline, panic set in, leading to a massive sell-off.

2. Market Manipulation
Certain individuals and groups manipulated stock prices, creating an artificial sense of security among
investors. This deceptive practice contributed to the eventual collapse when the truth was revealed.

Bank Failures
Following the stock market crash, a wave of bank failures swept across the United States, exacerbating the
economic crisis.

1. Lack of Deposit Insurance
During the 1920s, most banks did not have deposit insurance, meaning that when banks failed, depositors lost
their savings. This loss of confidence led many individuals to withdraw their funds, leading to further bank
failures.

2. Poor Banking Practices
Many banks had invested heavily in the stock market and in real estate, both of which were declining in value.
This poor investment strategy left banks vulnerable to insolvency, further deepening the economic crisis.

Reduction in Consumer Spending
As the effects of the Great Depression took hold, consumer spending saw a dramatic decline, resulting in a
vicious cycle of reduced demand and further economic downturn.

1. Unemployment Rates
By 1933, unemployment in the United States had soared to around 25%. With millions of Americans out of
work, disposable income plummeted, leading to decreased consumer spending.



2. Decline in Wages
Even for those who remained employed, wages were often cut or stagnated, making it difficult for families to
maintain their usual spending habits. This reduction in demand further compounded the economic issues facing
businesses.

Global Economic Factors
The Great Depression was not confined to the United States; it had global repercussions that contributed to
and exacerbated the economic crisis.

1. The Dawes Plan
The Dawes Plan, implemented in 1924, aimed to help Germany pay reparations following World War I. However,
it also linked the German economy to the U.S. economy. When the U.S. stock market crashed, Germany was
unable to repay its debts, leading to further financial instability across Europe.

2. Trade Tariffs
The Smoot-Hawley Tariff Act of 1930 raised tariffs on imported goods, leading to retaliatory tariffs from
other nations. This trade war reduced international trade and further exacerbated the economic downturn.

Deflationary Spiral
As prices fell, a deflationary spiral began, making it difficult for businesses and individuals to recover.

1. Falling Prices
With reduced demand, prices for goods and services began to fall. This deflation made it challenging for
businesses to maintain profitability, leading to layoffs and further reductions in consumer spending.

2. Increased Debt Burden
As prices declined, the real value of debt increased. Borrowers found it harder to repay their loans, leading to
more bankruptcies and financial distress among both individuals and businesses.

Government Policies
Government responses to the economic crisis played a crucial role in either mitigating or exacerbating the
situation.

1. Monetary Policy
The Federal Reserve's tight monetary policy in the late 1920s and early 1930s restricted the money supply,
which contributed to deflation and made borrowing more difficult. This lack of liquidity hindered economic
recovery.



2. Fiscal Policy
Initial government reluctance to intervene in the economy allowed the crisis to deepen. It wasn't until Franklin
D. Roosevelt's New Deal that substantial government intervention took place, aimed at stimulating the
economy through job creation and infrastructure projects.

Social and Psychological Factors
The Great Depression had a profound impact on society, affecting not only the economy but also the
collective psyche of the American people.

1. Loss of Confidence
As the economy deteriorated, a pervasive sense of hopelessness and despair gripped the nation. This loss of
confidence made it challenging for individuals and businesses to take risks or make investments, further stalling
recovery.

2. Social Unrest
The economic hardships led to increased social unrest, including strikes and protests. As people struggled to
survive, many began to question the existing social and economic structures, leading to calls for reform and
change.

Conclusion
Understanding the causes of the Great Depression worksheet answers provides crucial insights into not only
the events of the past but also the importance of proactive economic policies. The combination of stock market
speculation, bank failures, reduced consumer spending, global economic factors, deflationary pressures,
government policies, and social influences all contributed to this complex and multifaceted crisis. By analyzing
these causes, we can better appreciate the significance of economic stability and the lessons learned that
continue to inform policymakers today. The Great Depression serves as a reminder of the fragility of economies
and the importance of maintaining public confidence in financial systems.

Frequently Asked Questions

What were the primary economic factors that led to the Great Depression?
The primary economic factors included the stock market crash of 1929, bank failures, reduced consumer
spending, and high levels of debt. These factors caused a significant decline in production and employment.

How did government policies contribute to the Great Depression?
Government policies such as the Smoot-Hawley Tariff, which raised tariffs on imports, led to a decrease in
international trade and worsened economic conditions. Additionally, the Federal Reserve's tight monetary
policies reduced the money supply, exacerbating deflation.

What role did the agricultural sector play in the causes of the Great
Depression?
The agricultural sector faced significant downturns due to overproduction, falling prices, and natural
disasters like the Dust Bowl. This led to widespread farm foreclosures and contributed to the economic decline.



How did the Great Depression affect unemployment rates?
The Great Depression caused unemployment rates to soar, peaking at around 25% in the United States. This
was due to massive layoffs, business closures, and decreased demand for labor.

What was the impact of the Great Depression on global economies?
The Great Depression had a profound impact on global economies, leading to widespread economic hardship,
political instability, and the rise of extremist movements in various countries. International trade plummeted,
affecting economies worldwide.
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