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what caused the great depression dbq answer key provides a detailed exploration of
the multiple factors that led to the most severe economic downturn in modern history.
This article delves into the complex causes behind the Great Depression, drawing upon
historical documents, economic data, and scholarly analysis to present a comprehensive
answer key useful for DBQ (Document-Based Question) assignments. Understanding the
root causes of the Great Depression is essential for grasping how interconnected economic
policies, market behaviors, and global events contributed to this crisis. The content covers
topics such as stock market speculation, bank failures, agricultural struggles, and
international trade issues. Additionally, it examines the role of government policies and
the impact of the 1929 stock market crash. This article is structured to guide students and
educators through the critical elements necessary to form a well-rounded response to the
DBQ prompt on what caused the Great Depression. Below is a clear breakdown of the
main sections covered.

Overview of the Great Depression

Economic Factors Leading to the Great Depression

Financial Market Instability and the Stock Market Crash

Bank Failures and Monetary Policy

Agricultural Crisis and Rural Poverty

International Trade and Global Economic Conditions

Government Policies and Their Impact

Overview of the Great Depression
The Great Depression, which began in 1929 and lasted throughout the 1930s, was a
catastrophic global economic downturn that affected millions of people worldwide. It was
marked by widespread unemployment, severe deflation, business failures, and a collapse
in industrial output. This section provides a foundational understanding of the scale and
severity of the Great Depression, setting the stage for analyzing its causes. The economic
collapse not only affected the United States but also had a profound impact on Europe and
other industrialized nations. The widespread hardship and social upheaval during this
period prompted significant changes in economic policy and government intervention.



Economic Factors Leading to the Great
Depression

Overproduction and Underconsumption
During the 1920s, American industries experienced a boom that led to mass production of
goods. However, as production increased, the purchasing power of consumers did not
keep pace, resulting in a surplus of goods and falling prices. This imbalance between
supply and demand was a key economic factor contributing to the Great Depression. Many
businesses faced declining profits, which led to layoffs and reduced consumer spending,
creating a downward economic spiral.

Unequal Wealth Distribution
The unequal distribution of wealth during the 1920s meant that a large portion of the
population had limited disposable income. Wealth was concentrated in the hands of a few,
restricting the overall demand for goods and services. This disparity contributed to
weakened consumer markets and heightened economic vulnerability when the downturn
began.

Financial Market Instability and the Stock Market
Crash

Speculation and Buying on Margin
One of the most significant causes of the Great Depression was the rampant speculation in
the stock market during the late 1920s. Investors frequently purchased stocks on margin,
borrowing money to buy more shares than they could afford. This practice artificially
inflated stock prices and created a speculative bubble that was unsustainable.

The Stock Market Crash of 1929
The stock market crash in October 1929, often cited as the immediate trigger of the Great
Depression, wiped out billions of dollars in wealth almost overnight. The crash shattered
investor confidence, leading to a rapid sell-off of stocks and a collapse in market values.
This financial panic severely damaged the economy and had a ripple effect across multiple
sectors.

Bank Failures and Monetary Policy

Bank Runs and Collapse
Bank failures were widespread during the early 1930s, as frightened depositors rushed to



withdraw their savings, leading to bank runs. Since many banks had invested depositors’
funds in the stock market or made risky loans, the crashes and economic downturn caused
numerous institutions to fail, further contracting credit availability.

Federal Reserve Policies
The Federal Reserve’s monetary policy during the late 1920s and early 1930s has been
widely criticized for exacerbating the depression. The Fed allowed interest rates to rise
and did not provide sufficient liquidity to struggling banks, which contributed to deflation
and restricted economic growth. The lack of an effective monetary response deepened the
economic crisis.

Agricultural Crisis and Rural Poverty

Declining Crop Prices
Farmers were hit hard in the years leading up to the Great Depression due to falling crop
prices caused by overproduction and declining global demand. Many farmers were unable
to repay loans or maintain their land, leading to widespread foreclosures and rural
poverty.

Environmental Challenges
The Dust Bowl, a series of severe dust storms during the 1930s, devastated agricultural
lands in the Midwest and Southwest United States. This environmental disaster
compounded the economic difficulties faced by farmers, forcing many to abandon their
farms and migrate in search of work.

International Trade and Global Economic
Conditions

Decline in Global Trade
The Great Depression was not confined to the United States; it was a worldwide crisis.
International trade declined dramatically due to protectionist policies such as tariffs,
including the Smoot-Hawley Tariff Act, which raised duties on imported goods. These
measures worsened the global economic downturn by reducing export opportunities and
international cooperation.

War Debts and Reparations
Post-World War I debts and reparations created financial strain on European economies.
The inability of countries to pay debts and the resulting instability contributed to the
weakening of the global financial system, which in turn affected the American economy.



Government Policies and Their Impact

Initial Laissez-Faire Approach
Early responses to the economic crisis often involved a hands-off, laissez-faire approach,
with limited government intervention. This delay in implementing relief and recovery
programs allowed the depression to deepen and spread.

Regulatory Failures
Weak regulations in banking and financial markets before the crash allowed risky
practices to flourish. The absence of safeguards against excessive speculation and
inadequate oversight contributed directly to the economic collapse. Later reforms
addressed many of these regulatory gaps.

Role of Fiscal Policy
Government spending and taxation policies in the early years of the depression were
insufficient to stimulate economic recovery. It was only with the advent of New Deal
programs in the mid-1930s that more aggressive fiscal interventions began to address
unemployment and economic stagnation.

Summary of Key Causes

Excessive stock market speculation and buying on margin

Bank failures and contraction of credit

Overproduction in industry and agriculture coupled with underconsumption

Unequal distribution of wealth limiting consumer spending

Decline in international trade due to protectionist tariffs

Environmental disasters impacting agricultural productivity

Inadequate government response and regulatory oversight

Frequently Asked Questions

What were the primary causes of the Great Depression



according to the DBQ answer key?
The primary causes of the Great Depression included the stock market crash of 1929, bank
failures, reduction in consumer spending, high tariffs, and weaknesses in the agricultural
and industrial sectors.

How did the stock market crash contribute to the Great
Depression?
The stock market crash of 1929 led to a massive loss of wealth, reduced consumer
confidence, and a sharp decline in investment, which triggered widespread economic
downturn and unemployment.

What role did bank failures play in causing the Great
Depression?
Bank failures caused people to lose their savings, leading to decreased spending and
investment. The collapse of the banking system further deepened the economic crisis.

How did high tariffs like the Smoot-Hawley Tariff affect
the Great Depression?
High tariffs reduced international trade by making imports more expensive, which hurt
global economies and worsened the economic decline in the United States.

In what way did agricultural problems contribute to the
Great Depression?
Overproduction in agriculture led to falling crop prices, which hurt farmers' incomes and
caused widespread rural poverty, contributing to the overall economic downturn.

What impact did unequal wealth distribution have on
the Great Depression?
Unequal wealth distribution meant that a large portion of the population had limited
purchasing power, reducing overall demand for goods and services and leading to
economic stagnation.

How did weaknesses in the industrial sector contribute
to the Great Depression?
Industrial overproduction led to excess inventory, layoffs, and reduced wages, which
decreased consumer spending and deepened the economic crisis.



Did government policies contribute to the onset of the
Great Depression?
Some government policies, such as tight monetary policy by the Federal Reserve and
protective tariffs, are believed to have worsened the economic situation and prolonged the
Depression.

How did consumer behavior before the Great Depression
affect its severity?
Many consumers bought goods on credit, leading to high levels of debt. When incomes fell,
people defaulted on payments, causing businesses to fail and exacerbating the economic
downturn.

What lesson about economic stability can be learned
from the causes of the Great Depression?
The Great Depression teaches the importance of balanced economic growth, regulation of
financial markets, maintaining consumer confidence, and avoiding protectionist policies to
ensure economic stability.

Additional Resources
1. The Great Depression: A Diary
This book offers a personal perspective on the causes and effects of the Great Depression
through the diary entries of Benjamin Roth, a young lawyer living in Ohio. It provides
firsthand insight into the economic hardships and societal changes during the 1930s. The
diary captures the impact of stock market crashes, bank failures, and policy decisions that
contributed to the economic downturn.

2. The Causes of the Great Depression: A Retrospective
Edited by Mark Wheeler, this collection of essays analyzes various economic factors that
led to the Great Depression. Contributors examine monetary policy, the gold standard, and
international trade issues, providing a comprehensive understanding of the complex
causes. It is useful for students looking to explore multiple perspectives on the economic
crisis.

3. Hard Times: An Oral History of the Great Depression
By Studs Terkel, this book compiles interviews with people who lived through the Great
Depression, revealing the human side of the economic collapse. While it focuses on
personal experiences, it also touches on the underlying causes such as bank failures and
poor economic policies. This book is valuable for understanding the societal impact
alongside the economic causes.

4. The Great Crash 1929
John Kenneth Galbraith’s classic work explores the stock market crash of 1929, one of the
key events that triggered the Great Depression. It delves into the speculative bubble,
investor psychology, and regulatory failures that led to the collapse. The book provides a



detailed narrative that helps explain how financial mismanagement contributed to the
wider economic crisis.

5. F.D.R. and the New Deal: 1932-1940
William E. Leuchtenburg's book examines Franklin D. Roosevelt’s response to the Great
Depression through the New Deal programs. It discusses the economic conditions that
necessitated government intervention and how these policies aimed to address the causes
of the depression. This title is useful for understanding both the causes and the early
efforts to recover.

6. When Money Dies: The Nightmare of the Weimar Collapse
Adam Fergusson’s book focuses on the hyperinflation in Germany during the early 1920s,
providing context for the global economic instability that contributed to the Great
Depression. It explains how economic mismanagement and loss of confidence in currency
can precipitate a broader financial crisis. This historical background helps readers grasp
the international factors influencing the Depression.

7. America’s Great Depression
Written by Murray N. Rothbard, this book presents a libertarian analysis of the Great
Depression’s causes, emphasizing government intervention and monetary policy errors.
Rothbard argues that the Federal Reserve's actions exacerbated the economic downturn.
The book offers a critical perspective useful for debating the role of policy in causing the
Depression.

8. The Forgotten Man: A New History of the Great Depression
Amity Shlaes explores the Great Depression by focusing on the individuals and businesses
most affected by government policies. The book critiques the effectiveness of the New
Deal and suggests that certain interventions prolonged the economic hardship. It provides
a political and economic analysis that challenges conventional narratives about the
Depression’s causes.

9. Stock Market Crash of 1929
By William K. Klingaman, this concise book details the events leading up to and following
the 1929 stock market crash. It highlights the speculative excesses, margin buying, and
lack of regulation that undermined economic stability. This title is a straightforward
resource for understanding one of the primary triggers of the Great Depression.
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