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What caused the Great Depression DBQ answer key is a question that has intrigued historians,
economists, and students alike for decades. The Great Depression, which lasted from 1929 until the
late 1930s, was the most severe and prolonged economic downturn in modern history.
Understanding its causes is crucial not only for historical comprehension but also for drawing
lessons applicable to contemporary economic challenges. In this article, we will explore the
multifaceted causes of the Great Depression, including economic factors, governmental policies, and
social dynamics, all of which contributed to this catastrophic event.

Economic Factors Contributing to the Great Depression

The economic landscape of the late 1920s was characterized by several key issues that laid the
groundwork for the Great Depression.

1. Stock Market Speculation

One of the most cited causes of the Great Depression was the rampant speculation in the stock
market during the late 1920s.

- Investors engaged in high-risk investments, often borrowing money to buy stocks, which inflated
stock prices artificially.
- This speculative bubble burst in October 1929, leading to the stock market crash. The crash wiped
out millions of investors and diminished consumer confidence, leading to decreased spending.

2. Bank Failures

The aftermath of the stock market crash saw a wave of bank failures, which further exacerbated the
economic crisis.

- Many banks had invested heavily in the stock market and were unable to recover losses, leading
them to insolvency.
- The lack of a federal insurance system for bank deposits at the time meant that individuals lost
their savings when banks failed, resulting in a severe decrease in consumer spending.

3. Overproduction and Underconsumption

While the 1920s were marked by industrial growth, this was not matched by consumer purchasing
power.



- Industries produced more goods than consumers could afford, leading to unsold products and
layoffs.
- This cycle of overproduction and underconsumption created a downward spiral in which businesses
continued to close and unemployment rates soared.

Governmental Policies and Economic Mismanagement

Government actions—or lack thereof—also played a significant role in the onset of the Great
Depression.

1. Monetary Policy

The monetary policy of the Federal Reserve during the late 1920s and early 1930s has been
criticized for exacerbating the economic downturn.

- The Federal Reserve raised interest rates in an attempt to curb speculation in the stock market,
which inadvertently restricted access to credit for consumers and businesses.
- This contraction in the money supply led to deflation, worsening the economic situation.

2. Tariffs and Trade Policies

Trade policies implemented in the early 1930s significantly hampered economic recovery.

- The Smoot-Hawley Tariff Act of 1930 raised tariffs on hundreds of imports, provoking retaliatory
tariffs from other countries.
- This led to a decline in international trade, which was essential for economic recovery, and further
deepened the global economic crisis.

Social Dynamics and Public Sentiment

The social fabric of the United States also contributed to the Great Depression, particularly in terms
of public sentiment and behavior.

1. Loss of Confidence

The stock market crash and subsequent bank failures led to a significant loss of confidence among
the American public.

- With savings wiped out and jobs lost, consumers began to hoard money rather than spend it, which
further reduced demand for goods and services.
- This loss of confidence was compounded by the pervasive fear and uncertainty that characterized



the era.

2. Unemployment and Poverty

The societal impact of the Great Depression was profound, affecting millions of Americans.

- Unemployment rates surged, reaching as high as 25% by 1933. The immense loss of jobs led to
widespread poverty and homelessness.
- This situation was further exacerbated by the inability of many families to access social safety nets,
as such systems were largely undeveloped at the time.

Conclusion: A Multifaceted Crisis

The Great Depression was not the result of any single cause but rather a confluence of economic,
governmental, and social factors.

- The speculative excesses of the stock market, combined with bank failures and poor governmental
policies, created an environment ripe for economic collapse.
- The social dynamics of fear, loss of confidence, and widespread unemployment further deepened
the crisis, leading to a prolonged period of hardship.

Understanding the complex interplay of these factors is essential for students studying this pivotal
moment in history. When responding to a DBQ (Document-Based Question) on the Great Depression,
students should aim to address the various causes while supporting their claims with evidence from
historical documents, statistics, and scholarly interpretations.

Ultimately, the lessons learned from the Great Depression continue to resonate today. Policymakers
and economists study this era to better understand how to prevent such a catastrophic economic
collapse in the future. By considering the diverse causes of the Great Depression, we can appreciate
the importance of sound economic practices, effective governmental policies, and the need for a
resilient social framework to withstand economic shocks.

Frequently Asked Questions

What were the primary economic factors that contributed to
the onset of the Great Depression?
The primary economic factors included the stock market crash of 1929, bank failures, reduction in
consumer spending, and a decline in international trade due to tariffs like the Smoot-Hawley Tariff.

How did the Federal Reserve's policies impact the Great



Depression?
The Federal Reserve's tight monetary policy in the late 1920s, which aimed to control speculation,
led to reduced money supply and credit availability, exacerbating the economic downturn.

What role did the agricultural sector play in causing the Great
Depression?
The agricultural sector faced overproduction, falling prices, and natural disasters like the Dust Bowl,
leading to widespread farm failures and contributing to the overall economic collapse.

How did the global economic climate influence the Great
Depression in the United States?
The global economic climate was affected by World War I reparations and the interwar economic
instability in Europe, which led to decreased demand for American goods and contributed to
economic decline.

What were some social impacts of the Great Depression that
stemmed from its economic causes?
The social impacts included widespread unemployment, increased poverty, migration patterns like
the Dust Bowl exodus, and significant changes in family structures and community dynamics due to
economic stress.
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