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Understanding the Causes 
 
The Great Depression was a challenging time in American 
history, marked by economic hardship and widespread 
struggles. But what exactly led to this period of difficulty? Let's 
dive into some of the major events and factors that played a 
role in bringing about the Great Depression. 
 
One significant factor was the stock market crash of 1929. The 
stock market, like a bustling marketplace for buying and selling 
shares of companies, had been experiencing a period of rapid 
growth in the 1920s. People were eager to invest, hoping to make quick profits. 
However, this growth was unsustainable, and in October 1929, the stock market took a 
sudden and drastic plunge. This crash sent shockwaves throughout the economy, 
causing panic among investors and leading to widespread financial losses. 
 
Another contributing factor was overproduction and underconsumption. During the 
1920s, advancements in technology and increased industrialization led to a surge in 
production across various industries. However, wages did not rise at the same pace, 
leaving many workers unable to afford the products being produced. As a result, 
businesses faced an excess of goods that they couldn't sell, leading to layoffs and 
economic instability. 
 
Additionally, the agricultural sector faced its own set of challenges during this time. The 
1920s saw a boom in agricultural production, fueled by new farming techniques and 
machinery. However, this led to an oversupply of crops, causing prices to plummet. To 
make matters worse, severe drought conditions in the Great Plains region resulted in the 
Dust Bowl, further devastating farmers and exacerbating the economic downturn. 
 
The unequal distribution of wealth also played a role in the onset of the Great 
Depression. While the economy was booming for some, many Americans struggled to 
make ends meet. The gap between the rich and the poor widened, leading to 
economic instability as wealth became concentrated in the hands of a few. 
 
Furthermore, the global interconnectedness of economies contributed to the spread of 
the Great Depression beyond the borders of the United States. International trade 
suffered as countries implemented protectionist policies, further exacerbating the 
economic downturn. 
 
In summary, a combination of factors including the stock market crash, overproduction, 
agricultural challenges, wealth inequality, and global economic interconnectedness all 
played a role in precipitating the Great Depression. 
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Understanding the Causes 
Reading Comprehension Questions 

 
1. What event in 1929 significantly contributed to the onset of the Great 
Depression? 
 
A) The invention of new farming machinery 
B) The stock market crash 
C) The end of World War I 
D) The implementation of new industrial regulations 
 
2. Why did businesses face challenges during the 1920s despite increased 
production? 
 
A) Wages decreased for workers 
B) Demand for goods exceeded supply 
C) Prices of goods rose sharply 
D) Workers received higher wages than before 
 
3. What environmental factor worsened economic conditions for farmers during 
the Great Depression? 
 
A) Heavy rainfall leading to floods 
B) Severe drought resulting in the Dust Bowl 
C) Mild weather conditions conducive to farming 
D) Abundant sunshine promoting crop growth 
 
4. How did wealth inequality contribute to the onset of the Great Depression? 
 
A) It led to increased consumer spending 
B) It caused a decrease in industrial production 
C) It resulted in economic stability 
D) It created economic instability and financial hardship for many Americans 
 
5. How did global trade contribute to the spread of the Great Depression? 
 
A) It boosted the economy of the United States 
B) It led to increased agricultural production 
C) It resulted in the implementation of protectionist policies 
D) It had no impact on the economy of the United States 
 

 


