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Edward R. Murrow High School

       Ms. Sarno & Ms. Albu
Allen Barge, Principal

American History Semester 2

Causes of the Great Depression

I. Introduction

Even though the economy was doing great in the 1920’s, there were many bad economic factors and practices that were slowly building up in the economy that were setting the stage for disaster.  Unfortunately for America, all of these factors happened at once in 1929, which created an economic situation known as Depression.  This is a time when everyone in the nation is losing money (people, businesses and even the government), which also causes a high unemployment rate (people are not working because they were fired or new workers are unable to find jobs).  This time period in American history, starting from 1929 to 1941 was known as the Great Depression.  

DIRECTIONS: Read through the causes of the Great Depression and explain how this caused a Depression.

	CAUSES OF THE GREAT DEPRESSION
	HOW DOES THIS CAUSE A DEPRESSION?

	Weak Farm Economy- Overproduction and Under consumption:

“I talked to one man in Chicago, He said he had killed 3,000 sheep this fall and thrown them down a canyon because it cost $1.10 to transport a sheep and he would not let them starve. The piles of the main market in that city…we have overproduction (making more goods than what people are buying) of goods on one side and under consumption (people are buying less than what factories and farms are making) spending on the other…70% of the farmers in Oklahoma were unable to pay their mortgages (house payments)…

           -Journalist Oscar Ameringer,1932
	

	Dust Bowl:

“Vast (huge) clouds of dust rise and roll across the Great Plains (Midwest part of the U.S.), effecting the lives of people, blighting (damaging) homes, hampering (slowing) traffic, drifting eastward to New York and westward to California. They carry the natural riches of the Plains and deposit (leave) them over the nation. Exposed by agriculture which killed the protecting grasses, and powdered by drought (period with no rain), rich topsoil is being stripped away by wind erosion, leaving land and life in poverty”.

-“Again the Covered Wagon” by Paul Taylor, July 1935.
       
	

	Distribution of Wealth in 1929-1930

(How money is spread out across Americans):

1% make $50,000 or more per year

2.9% make $10,000 or more per year

71% make $2,500 or less per year

42% make $1,500 or less per year

	

	Buying on Credit

Consumers (buyers) often purchased goods on credit (think credit cards). Banks often gave loans under very relaxed guidelines, thinking that everyone would be making a lot of money forever. When consumers could not pay back their loans, banks failed and collapsed.

	

	Government Policies

“The business of America is business”- there is really no regulation (guidelines and control) of business during the 1920s.

High tariffs (taxes on imports—goods coming into a country.) made foreign trade difficult during the 1920s.  Many parts of Europe were still recovering from World War I and did not have the money to buy US products.
	

	Stock Market Crash- October 29th, 1929 (Black Tuesday)
People bought stock “on margin” (think credit), paying only 10% of the price and borrowing the rest to pay later. Bankers tried to keep the stock value up but people began to panic and many investors sold their stocks. Those who did not sell lost $40 billion dollars in 2 months. That is the same as $537 trillion dollars in 2013.


	


NAME: __________________________________________


BAND: ________

CAUSES OF THE GREAT DEPRESSION

The Great Depression did not happen overnight and not one single event caused for it to happen.  The Great Depression was caused by a whole bunch of factors.  These factors included:

· Deflation—money is not worth as much as it used to be.
· Decline in trade—if no one is buying goods from the U.S., then the U.S. cannot make money.
· Banks operated without any guarantees to their customers, creating panic amongst people when times got tough.
· Few regulations were placed on the banks—banks lent money to those who were irresponsible and took gambles in risky stock investments.
· People’s wages stayed the same even as product prices increased. Factories and farms stilled continued to produce goods at the same rate, but the demand for their products was decreasing.
· Agricultural (farming) prices were already low during the 1920s, which made it hard to farmers to recover.
· The richest one percent of Americans owned over a third of all American assets (property, goods, etc.)—wealth that is in the hands of very few Americans limits economic growth.  The wealthy saved their money. The middle class already were in debt by purchasing automobiles and house hold appliances on installment plans (paying for goods over a period of time).
ACTIVITY: CREATE A POSTER DESCRIBING TO AMERICANS ONE CAUSE OF THE GREAT DEPRESSION.  THEN WRITE AN EXPLANATION DECRIBING YOUR POSTER. FOLLOW THE RUBRIC BELOW!

EXPLANTION (AT LEAST 5 SENTENCES):




































































































	                 EXCELLENT 

· Uses relevant information in the activity that demonstrates a clear and detailed understanding of one of the causes of the Great Depression.
· Uses key words that accurately describe the cause.
· Product is creative, accurate, and complete.
	                          GOOD 

· Uses relevant information in the activity that demonstrates a clear and somewhat detailed understanding of one of the causes of the Great Depression.
· Uses keywords that connect to the cause.
· Product is complete and creative. 
	                      SATISFACTORY 

· Not enough details or a clear understanding on one of the causes of the Great Depression.
· Uses one key word and/or two key words, but does not display a clear understanding of the definition.
· Product is completed, but accurate. 
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