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As the 1920s advanced, serious problems threatened economic prosperity. Though some Americans became wealthy, 
many more could not earn a decent living. Important industries struggled, and farmers grew more crops and raised more 
livestock than they could sell at a profit. Both consumers and farmers were steadily going deeper into debt. As the decade 
drew to a close, these slippages in the economy signaled the end of an era. 
 

 

Gordon Parks, the well-known photographer, author, 
and filmmaker, was a 16-year-old high school student in 
the fall of 1929. He supported himself as a busboy at the 
exclusive Minnesota Club, where prosperous club 
members spoke confidently about the economy. Parks, 
too, looked forward to a bright future. Then came the 
stock market crash of October 1929. In his autobiography, 
Parks recalled his feelings at the time. 

“ I couldn’t imagine such financial disaster touching my 
small world; it surely concerned only the rich. But by the 
first week of November . . . I was without a job. All that  

next week I searched for any kind of work that would 
prevent my leaving school. Again it was, ‘We’re firing, 
not hiring.’. . . I went to school and cleaned out my locker, 
knowing it was impossible to stay on. A piercing chill was 
in the air as I walked back to the rooming house.” — 
Gordon Parks, A Choice of Weapons 

The crash of 1929, and the depression that followed, 
dealt a crushing blow to the hopes and dreams of millions 
of Americans. The high-flying prosperity of the 1920s was 
over. Hard times had begun. 

Main Idea: 

 
 

The superficial prosperity of the late 1920s shrouded 
weaknesses that would signal the onset of the Great 
Depression. Key basic industries, such as railroads, 
textiles, and steel had barely made a profit. Railroads lost 
business to new forms of transportation (trucks, buses, and 
private automobiles, for instance).  

Mining and lumbering, which had expanded during 
wartime, were no longer in high demand. Coal mining was 
especially hard-hit, in part due to stiff competition from 
new forms of energy, including hydroelectric power, fuel  

oil, and natural gas. By the early 1930s, these sources 
supplied more than half the energy that had once come 
from coal. Even the boom industries of the 1920s—
automobiles, construction, and consumer goods—
weakened. One important economic indicator that 
declined during this time was housing starts—the number 
of new dwellings being built. When housing starts fall, so 
do jobs in many related industries, such as furniture 
manufacturing and lumbering. 
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Perhaps agriculture suffered the most. During World 
War I, prices rose and international demand for crops such 
as wheat and corn soared. Farmers had planted more and 
taken out loans for land and equipment. However, demand 
fell after the war, and crop prices declined by 40 percent 
or more.  

Farmers boosted production in the hopes of selling more 
crops, but this only depressed prices further. Between 
1919 and 1921 annual farm income declined from $10 

billion to just over $4 billion. Farmers who had gone into 
debt had difficulty in paying off their loans. Many lost 
their farms when banks foreclosed and seized the property 
as payment for the debt. As farmers began to default on 
their loans, many rural banks began to fail. Auctions were 
held to recoup some of the banks’ losses.  

Congress tried to help out farmers with a piece of 
legislation called the McNary-Haugen bill. This called for 
federal price-supports for key products such as wheat, 



corn, cotton, and tobacco. The government would buy 
surplus crops at guaranteed prices and sell them on the 
world market.  

President Coolidge vetoed the bill twice. He 
commented, “Farmers have never made money. I don’t 
believe we can do much about it.” 
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As farmers’ incomes fell, they bought fewer goods and 
services, but the problem was larger. By the late 1920s, 
Americans were buying less—mainly because of rising 
prices, stagnant wages, unbalanced distribution of income,  

and overbuying on credit in the preceding years. 
Production had also expanded much faster than wages, 
resulting in an ever-widening gap between the rich and the 
poor. 
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Although many Americans appeared to be prosperous 
during the 1920s, in fact they were living beyond their 
means. They often bought goods on credit— an 
arrangement in which consumers agreed to buy now and 
pay later for purchases. This was often in the form of an 
installment plan (usually in monthly payments) that  

included interest charges.  
By making credit easily available, businesses 

encouraged Americans to pile up a large consumer debt. 
Many people then had trouble paying off their growing 
debts. Faced with debt, consumers cut back on spending. 
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During the 1920s, the rich got richer, and the poor got 
poorer. Between 1920 and 1929, the income of the 
wealthiest 1 percent of the population rose by 75 percent, 
compared with a 9 percent increase for Americans as a 
whole.  

More than 70 percent of the nation’s families earned less 
than $2,500 per year, then considered the minimum 
amount needed for a decent standard of living. Even 
families earning twice that much could not afford many of 
the household products that manufacturers produced. 
Economists estimate that the average man or woman 

bought a new outfit of clothes only once a year. Scarcely 
half the homes in many cities had electric lights or a 
furnace for heat. Only one city home in ten had an electric 
refrigerator.  

This unequal distribution of income meant that most 
Americans could not participate fully in the economic 
advances of the 1920s. Many people did not have the 
money to purchase the flood of goods that factories 
produced. The prosperity of the era rested on a fragile 
foundation.  
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