
causes of the great depression
worksheet
causes of the great depression worksheet serves as an essential educational resource
designed to help students and learners understand the complex factors that led to the
Great Depression. This worksheet typically breaks down the economic, social, and political
causes that contributed to one of the most severe economic downturns in modern history.
By analyzing these causes, students can gain insights into the interplay between economic
policies, market behaviors, and global events that triggered widespread financial instability.
This article will explore the key causes of the Great Depression, including stock market
speculation, banking failures, reduction in consumer spending, and international trade
issues. Additionally, the article will examine how these factors interconnected and the
impact they had on the global economy. The following sections provide a detailed
breakdown suitable for educators and learners utilizing a causes of the great depression
worksheet.

Economic Causes of the Great Depression

Financial Market Factors

Impact of Banking Failures

International Trade and Tariffs

Social and Political Influences

Economic Causes of the Great Depression
The economic causes of the Great Depression are foundational in understanding the
broader crisis. These causes highlight how economic imbalances and structural weaknesses
in the 1920s economy set the stage for the collapse. The period leading up to the Great
Depression was marked by rapid industrial growth, but also by uneven wealth distribution
and overproduction.

Overproduction and Underconsumption
One significant economic cause was the imbalance between production and consumption.
Factories and farms produced more goods than consumers could purchase, leading to
surpluses. This overproduction resulted in falling prices and unsold inventory, which caused
businesses to cut back on production and lay off workers.



Unequal Wealth Distribution
Wealth in the 1920s was concentrated in the hands of a few, leaving a large portion of the
population with insufficient purchasing power. This inequality limited consumer demand, as
many people could not afford to buy the goods being produced, further exacerbating
underconsumption and slowing economic growth.

Decline in Consumer Spending
As consumer confidence waned due to economic uncertainty and job losses, spending
decreased even further. Lower consumer spending led to reduced business revenues,
prompting layoffs and a vicious cycle of economic contraction.

Financial Market Factors
The stock market crash of 1929 is often cited as the immediate trigger of the Great
Depression. However, a deeper look into financial market behaviors reveals several causes
related to speculation, credit practices, and market regulation.

Stock Market Speculation
During the 1920s, an era often called the "Roaring Twenties," many investors engaged in
speculative buying of stocks, often on margin, meaning they borrowed money to buy
shares. This speculation inflated stock prices beyond their true value, creating an
unsustainable bubble.

Stock Market Crash of 1929
When confidence in the market faltered, panic selling ensued, causing stock prices to
plummet dramatically in late October 1929. The crash wiped out significant wealth,
undermined businesses, and led to a drastic reduction in investment, which contributed to
the economic downturn.

Lack of Financial Regulation
At the time, there were minimal regulations governing the stock market and banking
sector. This lack of oversight allowed excessive risk-taking and fraudulent practices, which
destabilized the financial system and amplified the effects of the crash.

Impact of Banking Failures
Banking failures played a crucial role in deepening the Great Depression. The collapse of
financial institutions led to lost savings and a contraction of credit, compounding the



economic crisis.

Bank Runs and Closures
As news of economic instability spread, many depositors rushed to withdraw their money
from banks, fearing insolvency. These bank runs caused numerous banks to fail because
they did not have enough liquid assets to cover withdrawals.

Contraction of Credit
With banks failing and surviving institutions becoming more cautious, there was a
significant decline in lending. The credit crunch restricted business operations and
consumer spending, hindering economic recovery and leading to widespread
unemployment.

Loss of Savings
The absence of federal insurance for bank accounts meant that many individuals lost their
life savings when banks closed. This loss of personal wealth further decreased consumer
confidence and spending power.

International Trade and Tariffs
Global economic interdependence meant that the Great Depression was not limited to the
United States. Trade policies and international relations contributed significantly to the
spread and severity of the depression worldwide.

Decline in International Trade
During the late 1920s and early 1930s, international trade contracted sharply due to
declining demand and protectionist policies. Many countries faced reduced exports and
imports, which negatively impacted global economic activity.

Smoot-Hawley Tariff Act
Passed in 1930, this U.S. legislation raised tariffs on thousands of imported goods in an
attempt to protect American industries. However, it resulted in retaliatory tariffs from other
countries, leading to a trade war that further suppressed global commerce and deepened
the depression.



Gold Standard Constraints
Many countries adhered to the gold standard, which limited their ability to adjust monetary
policy or devalue their currencies to respond to economic crises. This rigidity contributed to
prolonged deflation and economic stagnation across affected nations.

Social and Political Influences
Beyond economic and financial factors, social and political dynamics influenced the course
and impact of the Great Depression. These influences affected government responses and
societal resilience during the crisis.

Government Policy Responses
Initial government responses often focused on balancing budgets and maintaining the gold
standard, which limited stimulus efforts. Some policies inadvertently worsened economic
conditions by reducing spending and raising taxes during a downturn.

Unemployment and Social Hardship
Massive unemployment resulted from the economic collapse, leading to widespread
poverty and social unrest. The lack of social safety nets in the early 1930s meant that many
families faced severe hardship without adequate government assistance.

Rise of Political Movements
The economic crisis fostered political instability and the rise of movements advocating for
radical economic reforms or authoritarian governance. These social shifts were part of the
broader global impact of the Great Depression.

Summary of Key Causes
For clarity, the primary causes of the Great Depression as typically outlined in a causes of
the great depression worksheet include:

Excessive stock market speculation and the 1929 crash

Overproduction in agriculture and industry leading to falling prices

Unequal wealth distribution limiting consumer demand

Banking system weaknesses and widespread bank failures

Protectionist trade policies and international economic decline



Rigid adherence to the gold standard limiting monetary policy

Inadequate government response in the early stages

Frequently Asked Questions

What were the main causes of the Great Depression?
The main causes of the Great Depression included the stock market crash of 1929, bank
failures, reduction in consumer spending, overproduction, and poor government policies.

How did the stock market crash contribute to the Great
Depression?
The stock market crash of October 1929 wiped out millions of dollars of wealth, leading to
panic, reduced consumer confidence, and a decline in spending and investment.

What role did bank failures play in causing the Great
Depression?
Bank failures led to loss of savings for many people, reduced the availability of credit, and
caused a contraction in the money supply, which worsened the economic downturn.

How did overproduction contribute to the Great
Depression?
Overproduction caused a surplus of goods, leading to falling prices, reduced profits for
businesses, layoffs, and decreased consumer purchasing power.

What impact did reduction in consumer spending have
on the Great Depression?
As consumers spent less due to uncertainty and job losses, businesses experienced
declining sales, which forced them to cut production and lay off workers, deepening the
economic crisis.

How did government policies contribute to the onset of
the Great Depression?
Policies such as high tariffs like the Smoot-Hawley Tariff reduced international trade, while
the Federal Reserve's tight monetary policies limited money supply, both exacerbating the
depression.



Why was the Smoot-Hawley Tariff considered a cause of
the Great Depression?
The Smoot-Hawley Tariff raised U.S. tariffs on imported goods, leading to retaliatory tariffs
from other countries, a decline in global trade, and worsening the economic downturn.

How did income inequality contribute to the Great
Depression?
High income inequality meant that wealth was concentrated among a few, limiting overall
consumer spending and demand, which contributed to economic instability.

What was the effect of the collapse of the banking
system during the Great Depression?
The collapse caused widespread loss of public confidence, massive withdrawals, and credit
shortages, which intensified deflation and economic decline.

How can a worksheet on causes of the Great Depression
help students?
A worksheet can help students understand the complex factors that led to the Great
Depression by organizing information, encouraging critical thinking, and reinforcing key
historical concepts.

Additional Resources
1. The Great Depression: Causes and Consequences
This book provides a comprehensive overview of the various factors that led to the Great
Depression, including stock market speculation, banking failures, and agricultural
downturns. It explains how economic policies and global events intertwined to create a
worldwide economic crisis. The clear analysis makes it suitable for students studying the
causes of the Great Depression.

2. The Origins of the Great Depression
Focusing on the economic and political environment of the 1920s, this book delves into the
underlying causes of the Great Depression. It highlights issues such as income inequality,
overproduction, and international trade problems. The book also discusses how these
factors culminated in the stock market crash of 1929.

3. Crash: The Stock Market Crash of 1929 and the Great Depression
This title centers on the pivotal stock market crash that triggered the Great Depression. It
explains the speculative bubble, investor behavior, and the immediate aftermath of the
crash. Readers gain insight into how the collapse of confidence in financial markets
contributed to broader economic decline.

4. Dust Bowl and the Great Depression: Economic and Environmental Causes



Exploring the environmental factors alongside economic ones, this book examines the Dust
Bowl’s role in worsening the Great Depression. It discusses how drought and poor farming
practices devastated agricultural communities and deepened economic hardship. The book
links environmental challenges to economic policy responses of the era.

5. Bank Failures and the Great Depression
This book investigates how the collapse of thousands of banks exacerbated the Great
Depression. It explains the banking system’s weaknesses, the panic withdrawals, and the
subsequent credit crunch. The work also covers government interventions aimed at
stabilizing the financial sector.

6. Economic Policies and the Great Depression
Analyzing government decisions during the late 1920s and early 1930s, this book assesses
how fiscal and monetary policies influenced the onset and severity of the Great Depression.
It discusses the Federal Reserve’s role, tariff policies, and the impact of the gold standard.
The book provides a critical look at policy successes and failures.

7. Global Causes of the Great Depression
This book broadens the perspective by examining international factors that contributed to
the Great Depression. Topics include war debts, reparations, and the breakdown of
international trade agreements. It illustrates how interconnected economies led to a
worldwide economic downturn.

8. The Social Impact of the Great Depression
While focused on social consequences, this book also explores the economic causes
underlying the crisis. It discusses unemployment, poverty, and shifts in labor markets that
were both results and drivers of the depression. The text helps readers understand the
human dimension of economic collapse.

9. Lessons from the Great Depression: Understanding Economic Crises
This book looks at the Great Depression through a modern lens, exploring what caused the
crisis and what lessons can be learned for today. It addresses financial speculation,
regulatory failures, and economic imbalances. The book is useful for students seeking to
connect historical causes with contemporary economic issues.
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