Name __________________________________________ Date________________ Block_______ Do Now #36
Directions: Find the answers to the questions WITHOUT an answer line in the chart below. You must highlight/underline
AND write #__ next to the text. Answer questions WITH an answer line in complete sentences, these require some thinking
or defining.

The Causes of the Great Depression
“Economies historically pass through good and bad periods that regularly repeat themselves. These up-and-down
periods of business activity are referred to as the business cycle. The bad times are called depressions – characterized by
business failures and high unemployment. The Great Depression was the worst depression in our nation’s history.
Overproduction:
 The 1920s witnessed a rapid economic expansion, as manufacturers made and sold new products like cars, radios, and
refrigerators.
 Many consumers lacked the money to buy these goods.
 Manufacturers were soon producing more goods than they could sell.
Uneven Distribution of Income:
 Even in the 1920s, not all groups shared in the national prosperity.
 Many African Americans, Hispanics, Native Americans, and industrial workers already faced hard times.
 Farmers suffered when crop prices dropped sharply, and many went bankrupt.
Speculation:
 In the 1920s, as stocks soared in value, many people bought stocks hoping to “get rich quick.”
 This drove stock prices even higher.
 Many people were buying stocks on margin – paying only a small percentage of a stock’s value and promising to pay the
rest later, when they sold the stock.
 However, if the stock’s price fell, then buyers often did not have the money to cover their losses.
Shaky Banking:
 The government failed to effectively regulate either the banking system or the stock market.
 The vast over-extension of credit made the entire economy extremely vulnerable.
Restricted International Trade:
 High U.S. tariffs protected American markets but made it hard to for producers to sell abroad, since other countries
retaliated by setting up high tariffs of their own.
The Stock Market Crash:
 On October 29, 1929, the stock market crashed; stock prices reached all-time lows.
 Corporations could no longer raise funds.
 People who lost money in the stock market could not repay their loans, leading to bank failures; thousands of people lost
their life savings.
 The demand for goods decreased.
 Factories closed; workers lost jobs.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

What do economies experience?
Define an economic depression.
What was the Great Depression?
Why did overproduction occur in the 1920s?
What groups did not share in the national prosperity in the 1920s?
Why did many farmers suffer?
Why did stock prices soar in the 1920s?
Define speculation.
What is buying on margin?
What happened if a stock’s price fell, particularly if the investor had bought the stock on margin?
Can banks go bankrupt? Explain your answer.
_________________________________________________________________________________________________
_________________________________________________________________________________________________

11. What did the government fail to regulate in the 1920s?

12. Define laissez-faire. How was government failure to regulate an example of it?
_________________________________________________________________________________________________
_________________________________________________________________________________________________
13. Define tariff.
_________________________________________________________________________________________________
14.
15.
16.
17.
18.

How did U.S. tariffs surprisingly hurt American business owners?
What happened on October 29, 1929?
What were corporations unable to do when the stock market crashed in 1929?
What could people who lost money in the stock market not do?
What happened to demand after the stock market crashed? As consumers demanded fewer goods, what were business
owners forced to do?
19. Why did rising unemployment rates make the depression worse?
________________________________________________________________________________________
20. At the start of the Great Depression, there was no “safety net.” What “safety nets” exists today?
________________________________________________________________________________________
21. Herbert Hoover was President at the start of the Depression. He believed in laissez-faire and “rugged individualism” –
how did these beliefs affect his actions?
________________________________________________________________________________________

1.

A significant cause of the Great Depression of the
1930’s was that
a. some banking policies were unsound and had led
to the overexpansion of credit
b. a decrease in protective tariffs had opened
American business to competition from abroad
c. a wave of violent strikes had paralyzed the major
industries
d. consumer goods were relatively inexpensive

Speaker A: “The business of America is business, and we
would be wise to remember that.”
Speaker B: “Government ownership of business is
superior to private enterprise.”
Speaker C: “Strict government regulation of business
practices is a means to insure the public good.”
Speaker D: “Only through personal effort can wealth and
success be achieved.”
2.

3.

Which speaker best expresses the main idea of
rugged individualism?
a. Speaker A
b. Speaker B
c. Speaker C
d. Speaker D
An important factor contributing to the start of the
Great Depression in the United States was the
a. increase in military spending
b. failure to maintain the gold standard
c. reduction of tariff rates
d. uneven distribution of wealth

4.

Which situation was a basic cause of the Great
Depression?
a. continued increases in wages for workers
b. excessive profits for farmers
c. overregulation of the stock market
d. overproduction of consumer goods

5.

During the Great Depression, expressions such as
Hoovervilles and Hoover blankets showed that
President Hoover
a. was seen as a role model
b. used the military to aid the unemployed
c. was blamed for the suffering of the poor
d. supported relief and public housing for the needy

6.

Which economic factor was a major cause of the
Great Depression?
a. purchase of stocks on credit
b. increases in taxes on business
c. reduction of tariffs on imports
d. failure to produce enough consumer goods

7.

President Herbert Hoover’s response to the Great
Depression was often criticized because it
a. wasted money on new social programs
b. caused widespread rioting and looting in major
cities
c. raised taxes on businesses and the wealthy
d. failed to provide direct relief for the neediest
persons

