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The Great Depression: Long 
Term Causes 





1) Government Policies 

�  Harding, Coolidge, 
Hoover believe in limited 
gov’t interference in the 
economy 

�  Congress cut taxes on 
corporations & wealthy 
individuals, abandoned 
anti-trust legislation, 
avoided supervision 

�  More about 
cooperation than 
regulation 



2) Industries in Trouble 

�  Textiles, steel, RRs, mining and coal struggle to 
make profits after WWI 

�  “Boom industries” (automobiles, consumer goods, 
construction) weaken as demand levels off 



3) Agricultural Issues 

�  Farming suffered the 
most of any industry 

�  WWI demand for wheat 
& corn soared, prices rise 

�  Farmers plant more and 
take out loans to buy 
land and equipment 

�  Agriculture in Europe 
also begins to recover 
after war 

�  Surplus with no one 
to sell to 





Farmers strapped for cash cannot pay property taxes or 
mortgages or pay off their debts and are forced to auction off 
their land. 
For example, in Mississippi on a single day in April 1932, it 
was reported approximately ¼ of all the farmland in the state 
was being auctioned off to meet debts.  
 



4) Consumer Issues 

�  By the late 1920s Americans were buying less “stuff” 
because they had less money to spend 
¡  Rising prices while wages remain the same 

÷ Average American saw a 9% increase in wages 
÷ Rich Americans doing very well. Wealthiest 1% income increases 

by 75% throughout the 1920s 
÷  In 1929 the wealthiest 5% of families took in 1/3 of the nation’s 

income 





Unequal distribution of wealth meant that most Americans couldn’t 
participate fully in the economic advances of the 1920s because they didn’t 
have the money to buy the flood of goods that factories produced. 







5) Credit and Debt 

�  Overbuying on credit 
÷ Buy now, pay later 
÷ Installment plans and 

monthly payments 
÷ People struggled to 

pay back debt and 
often cut back on 
spending 



6) International Problems 

�  European demand for American goods declines 
�  Buried under reparation payments (Allies and 

Germany) 
�  Hawley-Smoot Tariff (1930) – raised up to 60% 



7) Stock Market 

�  Stock prices throughout the 20s grew many people 
bought stocks and bonds 
¡  Speculation: Buying stocks & bonds on the chance they might 

make a quick and large profit, ignore any risks 
¡  Margin: pay a small percentage of the stock’s price as a down 

payment and borrowing the rest. Stockbrokers were lend 
buyers up to 75% of a stock’s purchase price 




