
The Great Depression
What caused the greatest economic disaster in 

American History, and how were people affected?



Learning Target

Explain how the Great Depression started.



The Roaring Twenties
In the 20s, there was an appearance 
of prosperity:

● There was an abundance of food.
● Stock prices were high.
● Many people were able to buy stock.
● There was a seemingly high demand for 

new consumer goods.
● The standard of living increased because 

of credit.



6 causes of the Great Depression

● Wealth inequality
● Lack of capital investment
● Abuse of credit
● Overproduction
● Farm and labor problems
● Tax, trade, and tariff 

problems.



Income Inequality

•In 1929, only 3% of the population 
earned $10,000 or more per year, 
while 40% of the population earned 

less than $1500 per year.  
As a result, purchasing power was 
limited to the wealthiest Americans.



Lack of Capital Investment

There was not enough capital 
investment in companies.

● Emphasis was taken away 
from investing in machinery, 
additional training, and 
research and development.

● Investment in stock led to 
higher stock prices without 
increased value.



Abuse of Credit

● The public was 
unaccustomed to the idea.

● They overextended 
themselves.

● Many Americans borrowed 
money in order to risk it in the 
stock market.



Overproduction

•American factories were so 
efficient that they were producing 
far more goods than people were 
able to buy.



Farm and Labor Problems
Trouble for Farmers and Laborers.

● After WWI, demand for crops 
plummeted, leaving farmers 
broke.

● When times had been good, 
many farmers bought new land 
and equipment on credit.  Now 
that times are bad, they’re deep 
in debt.

● Many laborers still worked long 
hours for little pay.



Tax, Trade, and Tariff Problems
● “Trickle-down” tax policies added 

to income inequality and 
discouraged capital investment

● The tariffs restored to protect 
American industries also limited 
exports.

● Our inability to sell goods in 
other countries limited demand.



The Stock Market Crash of 1929

● After a decade of artificially 
inflated stock values, when it 
crashed it crashed hard.

● Stock market crashes happen 
quite often, but because of the 5 
factors previously discussed, 
recovery was a problem.



The Great Depression
The stock market crash triggered the 
depression, but only because the 
underlying problems were already 
there.The economy couldn’t recover 
because of:

● Wealth inequality
● Lack of capital investment
● Abuse of credit
● Overproduction
● Farm and labor problems
● Tax, trade, and tariff problems.



The Vicious Cycle

People lost $
Consumer spending ↓
Demand for goods ↓

Supply/Surplus of goods ↑
Production is cut ↓

Workers laid off and/or wages cut ↓
Factories closed ↓
Unemployment ↑

People lost $ / Can’t pay mortgages
Lost homes/farms/businesses ↓

                          Homelessness ↑                      ⇈



Learning Target

Explain how the Great Depression started.



Learning Target

Explain how the Great Depression spread throughout 
America.



How did it spread?

● Bank Failures
● Unemployment
● Homelessness
● Migration
● Business 

failures
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The Dust Bowl
Decades of over-farming 
in the midwest combined 
with a massive drought to 
cause epic dust storms 
throughout the 1930s.

Thousands migrated 
anywhere to find work 
(California)









Learning Target

Explain how the Great Depression spread throughout 
America.

























Hoover’s Response 
• Worked hard, but believed in “rugged 

individualism.”
• NO Direct relief.  Why?
• Met with industry leaders to encourage 

voluntary cooperation.
• Tax relief for banks and businesses. (RFC)
• Higher tariffs to protect businesses.
• Encouraging speeches (Depression, not 

panic)
• Public Works projects, but no deficit 

spending.
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