
Economic Causes of the  

Great Depression 



Weaknesses of the Overall Economy 

• Why would American businesses start to 

struggles in the 1920’s? 



What do you notice about the 
percentage of people that 
make $1,999 and under PER 
YEAR? 



Excessive Buying on Credit 

• As new products came to the market people 

wanted to purchase these things 

• What problem do you think consumers 

might have?  

• What could be done to solve this 

“problem?” 

• The problem was that people were going 

into debt and eventually were unable to pay 

all of their bills 



• Polaroid trying 

to sell 

cameras using 

installment 

plans… 

 



Number of Ads for Major Durable Goods 

Mentioning Installment Plans  

(Buying on Credit) 



Weak Corporate Structure 

• During the 1920’s there were many 

business consolidations 

– What resulted was a few large companies 

controlling certain industries 

• When one company collapsed this lead to 

problems in the whole industry which then 

could affect other industries 



Weak Banking Structure 
• When people deposit money in a bank, the bank 

can loan that money to someone else 

• As long as people keep depositing money in the 
bank and loans are repaid the banking system will 
work 

• During the 1920’s banks were also investing 
people’s money in the stock market 

• When the stock market crashed and people could 
not repay their loans the banks had lost all the 
money that people deposited in them 

• When people went to get their money in savings it 
was gone!!! 
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How the banking system works… 





Inadequate Government Policies 

• Stock market was unregulated by the 
government 

• Tax policies favored the rich increasing the 
gap between rich and poor 

• Consolidations of corporations was NOT 
challenged under antitrust laws 

• The Federal Reserve, which was created to 
regulate the nations money supply did a 
poor job of handling the looming crisis 








