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what caused the great depression dbq answer key explores the complex and
multifaceted reasons behind one of the most devastating economic downturns in modern
history. This article delves into the primary causes of the Great Depression, synthesizing
key historical documents and evidence to provide a comprehensive understanding of the
event. The analysis includes factors such as stock market speculation, banking failures,
reduction in consumer spending, and governmental policies that contributed to the
economic collapse. By examining these causes through a DBQ (Document-Based Question)
framework, the article offers an answer key that aids in interpreting historical sources and
constructing well-supported responses. Readers will gain insight into the
interconnectedness of economic, social, and political elements that precipitated the Great
Depression. The following sections will detail each significant cause, supported by historical
context and evidence. This structured approach ensures clarity in understanding what
caused the Great Depression and assists students and educators in navigating the DBQ
format effectively.

e Stock Market Speculation and Crash

e Banking System Failures

e Overproduction and Declining Demand

e Government Policies and Economic Decisions

e International Trade and Global Economic Impact

Stock Market Speculation and Crash

The stock market in the 1920s experienced unprecedented growth fueled by widespread
speculation. Investors frequently purchased stocks on margin, borrowing money to buy
shares in anticipation of rising prices. This speculative bubble inflated stock values far
beyond their actual economic worth, creating an unstable financial environment. The
speculative frenzy was a significant factor in what caused the Great Depression dbg answer
key to highlight, as the eventual stock market crash in October 1929 triggered widespread
panic and massive financial losses. The crash undermined public confidence in the
economy, leading to a sharp contraction in investment and consumer spending.

Margin Buying and Market Instability

Margin buying allowed investors to purchase stocks with only a fraction of the actual price,
borrowing the remainder. This practice amplified gains during the boom but also magnified



losses when stock prices fell. The excessive use of margin contributed to the market’s
vulnerability, as a small decline in prices forced margin calls and rapid sell-offs. This cycle
exacerbated the market collapse, making the stock market crash a pivotal moment in the
onset of the Great Depression.

Black Tuesday and Economic Ripple Effects

Black Tuesday, October 29, 1929, marked the most severe day of the crash, with millions of
shares sold in panic. The crash wiped out billions of dollars in wealth and severely damaged
investor confidence. The resulting financial instability led to reduced spending and
investment, which in turn contributed to widespread unemployment and business failures.
Understanding this event is essential to grasping what caused the Great Depression dbq
answer key concepts.

Banking System Failures

Another critical cause of the Great Depression was the widespread failure of banks across
the United States. The banking sector was fragile due to poor regulation and risky lending
practices. As banks began to fail, depositors lost their savings, which further reduced
consumer spending and deepened the economic downturn. The collapse of the banking
system created a credit crunch, severely limiting the availability of loans for businesses and
consumers alike.

Bank Runs and Financial Panic

Bank runs occurred when large numbers of customers withdrew their deposits
simultaneously, fearing bank insolvency. These runs forced many banks to close, as they
lacked sufficient reserves to cover withdrawals. The panic further eroded confidence in the
financial system, accelerating economic contraction. This phenomenon is a key point in
understanding what caused the Great Depression dbqg answer key explanations.

Lack of Federal Insurance and Regulation

At the time, bank deposits were not federally insured, meaning depositors bore the full risk
of bank failures. The absence of strong regulatory frameworks allowed banks to engage in
speculative investments, increasing their vulnerability. The subsequent reforms, such as
the establishment of the Federal Deposit Insurance Corporation (FDIC), were responses to
these failures but came too late to prevent the initial crisis.

Overproduction and Declining Demand

The 1920s saw significant technological advancements that increased production capacities
in agriculture and manufacturing. However, this surge in production was not matched by
consumer demand, leading to surplus goods and falling prices. The imbalance between



supply and demand contributed to business losses, layoffs, and wage reductions, creating a
vicious cycle of declining purchasing power and further economic contraction.

Industrial Overproduction

Factories produced more goods than consumers could afford or were willing to buy,
resulting in unsold inventories and reduced production. This overproduction was a major
factor that weakened the economy and is frequently cited in analyses of what caused the
Great Depression dbg answer key materials.

Agricultural Surplus and Farmer Hardships

Farmers faced similar challenges with overproduction of crops, which drove prices down to
unsustainable levels. Many farmers could not repay debts, leading to foreclosures and rural
poverty. This agricultural distress contributed to the overall economic malaise and reduced
rural consumer spending.

Government Policies and Economic Decisions

Government actions during the 1920s and early 1930s also played a significant role in
exacerbating the Great Depression. Policies related to tariffs, monetary supply, and fiscal
management influenced economic conditions and either mitigated or intensified the
downturn. Critical evaluation of these policies provides insight into what caused the Great
Depression dbq answer key responses to emphasize.

High Tariffs and Trade Barriers

The Smoot-Hawley Tariff Act of 1930 raised tariffs on thousands of imported goods, aiming
to protect American industries. However, the policy provoked retaliatory tariffs from other
countries, leading to a sharp decline in international trade. This contraction of global
commerce worsened the economic situation both domestically and abroad.

Monetary Policy and the Gold Standard

The Federal Reserve’s monetary policies, including maintaining the gold standard, limited
the money supply during a critical period. This restriction contributed to deflationary
pressures, making debts harder to repay and reducing overall economic activity. The
adherence to the gold standard is often cited as a policy decision that deepened the Great
Depression’s severity.



International Trade and Global Economic Impact

The Great Depression was not confined to the United States but was a worldwide crisis
influenced by interconnected international economic factors. The global nature of the
downturn meant that issues in one country often had reverberating effects elsewhere,
complicating recovery efforts. This international perspective is vital in understanding the
full scope of what caused the Great Depression dbq answer key analyses.

European Debt and Reparations

Following World War I, European countries struggled with debt and reparations payments,
which strained their economies. The interconnected debts and financial obligations
impeded economic recovery in Europe, reducing demand for American exports and
contributing to global economic distress.

Decline in Global Trade

Trade barriers, currency instability, and declining demand led to a substantial reduction in
global trade. Countries implemented protectionist measures, worsening the economic
downturn worldwide. This global contraction amplified the effects of domestic economic
problems in the United States.
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. Speculative stock market practices created financial instability.

N

. Bank failures led to loss of savings and credit shortages.
3. Overproduction resulted in falling prices and reduced incomes.
4. Government policies sometimes aggravated economic conditions.

5. International economic struggles contributed to the global crisis.

Frequently Asked Questions

What were the primary economic causes of the Great
Depression?

The primary economic causes of the Great Depression included the stock market crash of
1929, bank failures, reduction in consumer spending, overproduction in agriculture and
industry, and high tariffs that stifled international trade.



How did the stock market crash contribute to the start
of the Great Depression?

The stock market crash of October 1929 wiped out millions of dollars of wealth, leading to a
loss of consumer confidence and spending, which triggered a chain reaction of reduced
production, layoffs, and further economic decline.

In what ways did bank failures exacerbate the Great
Depression?

Bank failures caused people to lose their savings, which reduced consumer spending and
investment. The collapse of many banks also led to a contraction in credit availability,
making it difficult for businesses to operate and for the economy to recover.

What role did agricultural problems play in causing the
Great Depression?

Farmers faced falling crop prices due to overproduction and debt from previous
investments, leading to widespread farm bankruptcies. This agricultural distress reduced
rural incomes and purchasing power, contributing to the overall economic downturn.

How did government policies contribute to the severity
of the Great Depression?

Government policies such as the Smoot-Hawley Tariff increased tariffs on imported goods,
leading to a decline in international trade. Additionally, the Federal Reserve's tight
monetary policy restricted the money supply, worsening deflation and unemployment
during the early years of the Depression.

Additional Resources

1. The Great Depression: An Economic History

This book provides a comprehensive analysis of the economic factors that led to the Great
Depression. It explores the stock market crash of 1929, banking failures, and the collapse
of consumer spending. The author also discusses government policies and their impacts
during the 1920s and 1930s, offering valuable insights for understanding the causes of the
Depression.

2. Causes of the Great Depression: A DBQ Guide

Specifically designed to assist students with Document-Based Questions (DBQ), this guide
breaks down primary sources related to the Great Depression. It helps readers analyze
economic, social, and political causes through documents, charts, and essays. The book is
ideal for educators and students preparing for exams or writing DBQ essays.

3. The Stock Market Crash of 1929 and the Great Depression
Focusing on the pivotal stock market crash, this book examines the speculative bubble and
subsequent panic that triggered the economic downturn. It discusses how the crash



affected banks, businesses, and everyday Americans. The narrative connects the crash to
broader structural weaknesses in the economy.

4. Economic Policies and the Great Depression

This title investigates the role of government policies before and during the Great
Depression. It analyzes the Federal Reserve’s monetary policies, tariff laws like the Smoot-
Hawley Tariff, and fiscal decisions that exacerbated the crisis. The book offers a critical look
at how policy missteps contributed to the depth and duration of the Depression.

5. The Social Impact of the Great Depression

While focusing on the causes, this book also delves into the social consequences of the
economic collapse. It covers unemployment, poverty, and the struggles faced by American
families. The book links these social effects back to the economic causes, providing a
holistic view of the era.

6. Bank Failures and the Financial Crisis of the 1930s

This detailed study explores the collapse of the banking system during the Great
Depression. It explains how bank runs and failures led to a contraction in credit and
worsened the economic downturn. Readers gain an understanding of the financial
mechanisms that contributed to the prolonged crisis.

7. The Great Depression: Causes and Consequences

Offering a balanced overview, this book examines multiple causes of the Great Depression
including overproduction, income inequality, and international trade issues. It also
discusses the aftermath and how the crisis reshaped global economic policies. The book is
useful for students seeking a broad understanding of the period.

8. Understanding the Great Depression Through Primary Documents

This collection of primary sources includes speeches, letters, government reports, and
newspaper articles from the 1920s and 1930s. It allows readers to explore firsthand
accounts and official perspectives on the causes of the Depression. The book serves as an
excellent resource for DBQ preparation and historical analysis.

9. The Role of Agriculture in the Great Depression

Focusing on the agricultural sector, this book explains how falling crop prices, drought, and
dust storms contributed to the economic collapse. It highlights the struggles of farmers and
rural communities and connects these issues to the wider national crisis. The book provides
a sector-specific perspective on the causes of the Great Depression.
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