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 The Depression 

was not caused by 

the Wall Street 

crash of 1929. This 

was merely the 

signal that it had 

arrived. 



The U.S.A. benefited from the First World War. Americans had 

more money to spend as salaries increased. Taxes were cut, 

encouraging more investment  

 



The use of assembly-line methods and new technologies made 

factories more efficient, increasing production. 

 



The situation seemed so good that this decade is known as 

the “”Booming Twenties”. 

But behind the prosperity 

there were signs of trouble: 

 



1. Lack of diversification in U.S. economy in the 1920s 

• Prosperity dependent on a few basic industries 

2. Uneven distribution of wealth during the 1920s 

• Too few Americans were able to purchase goods produced 
by American Industries 

3. Credit structure of the economy  

• Some of the major banks did not have enough reserves to 
withstand an economic downturn 

4. America’s position in international trade 

• American industries & banks involved in the European 
economy  

• Collapse of international credit structure hurt by US policy 
of loaning less money to foreign countries  



This situation ended in 1929.  

Many US producers had over-produced. There was too 

much supply and not enough demand. 





In 1929 the Wall Street Crash took place. 



In September people rushed to sell shares because they 

realised the companies were doing badly. Shares prices 

dropped because people didn’t want to buy shares at high 

prices now as they might fall. 





By 24th October 1929 (Black Thursday) businesses 

collapsed and thousands of people were ruined. 



People hoped the Banks would keep the value of shares up 

artificially, but they couldn’t because they were short of 

money (loans were not paid). 



The Republican government, which supported laissez faire 

didn’t do anything to stop the situation worsening. 

 



The effects were first felt in the USA as follows: 

 •  By 1929 the USA stopped lending money abroad and 

called in its loans. 

 



•  By 1930 nearly 2000 banks had collapsed as people rushed 

to withdraw savings 

 

 



Three years later there were over 12 million people 

unemployed in the USA 











The Crisis in Europe 
All these events had enormous consequences in Europe.  

Germany was particularly badly affected. By 1932 there were 

over 6 million Germans unemployed. 

  



In Germany and other countries, democracy was blamed for 

the situation and dictatorships and totalitarian regimes 

appeared.  



These regimes 

started a new 

period of territorial 

expansion that the 

League of Nations 

wasn’t able to 

control. The world 

was on the road to 

the war. 
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 The roots of the Depression can be found in the 

weakened state of many nations after WWI, 

particularly Germany and the United Kingdom 

which had been economic powerhouses prior 

to 1914.  



 In addition, the 

turmoil in Russia and 

Eastern Europe had 

further weakened 

trade and world 

markets.  



 The burden of 

war-debts, 

government 

deficits and the 

political and social 

turmoil as a result 

of the WWI had all 

played a role. 



 The Depression not only altered the world in a 

tangible economic form but also devastated its 

spirit: 
• Struggle to survive 

• Exclusionary mentality 

• In democratic states citizens demanded that their 

governments devote their money and resources to 

domestic problems and ignore the wider problems of the 

world. 



 Depression did produce aggresive states who 

saw war and conquest as a solution to their 

problems as shown in Japan’s attack on 

Manchuria. 

 The world economic system was broken- it was 

every nation for itself. 



 The Great 

Depression, 

more than 

any other 

reason, 

brought 

Hitler to 

power in 

Germany. 



 His solutions to 

Germany’s economic 

weakness was to 

advocate territorial 

expansion-

Lebensraum- to seize 

much-needed 

resources. This was a 

clear challenge to 

those hoping to avoid 

another war. 



 A clear understanding of the impact of the 

Great Depression on the efforts to maintain 

world peace is therefore crucial. It should be 

seen as the single greatest reason for the 

collapse of all previous efforts to develop 

international understanding and co-operation. 



 The Depression destroyed the economic 

welfare and its optimistic spirit. 



 In the 1930s 

the survival 

of the fittest 

was 

becoming 

the order of 

the day. 



 The Depression created the reasons for 

aggression in the Manchurian crisis and 

robbed nations of the physical ability and 

motivation to co-operate to preserve peace. 

The result was that the League and its founding 

principle of collective security were exposed 

as hollow, impotent ideas. 





 The Depression seriously weakened Britain 

and France who had tried to defend the 

Versailles agreement and the precepts of the 

League. Their weakness was exposed by the 

Manchurian crisis which served to encourage 

further aggression in the form of Mussolini’s 

attack on Abyssinia, ending  the Stresa Font 

agreement and providing Hitler with an ally in 

his desire for conquest. 





 Reasons for the invasion: Japanese economy 

 
Japan had undergone  

an industrial revolution 

from the late 19th  

century and had  

become the largest  

industrial power in  

Asia.  



 Reasons for the invasion: Japanese economy 

 

 

 
This growth and development  

was based, like that of the UK,  

on the success of her exports to 

 the rest of the world. 



 Reasons for the invasion: Japanese economy 

 

 

 
Japan has few natural resources and  

exacerbated by the growth of  

the population, could not feed  

herself. 



Energy 84.5 % 

Coal 92.1 % 

Natural Gas 95.6 % 

Oil 99.6 % 

Iron Ore 100 % 

Copper 98.9 % 

Lead 93.0 % 

Zinc 82.9 % 

Tin 100 % 

Bauxite 100 % 

Nickel 100 % 

Japan's Dependence on 

Imported Raw Materials 
 

 



 Reasons for the invasion: Japanese economy 

 
She depended on the export  

of manufactured goods  

principally to the USA to  

maintain her prosperity.  

The collapse of the American 

markets and the higher US  

tariffs created massive  

unemployment and starvation 

 in rural areas. 



 Reasons for the invasion: decline in the prestige 

of the liberal democratic government 
 

The economic situation led to the decline in the prestige of the 

liberal economic government and demands for action by 

radical nationalist groups often composed of army officers. 

Their objective was to take over the Chinese province of 

Manchuria which held a vast wealth of natural resources of all 

kinds. 





 Reasons for the invasion: decline in the prestige 

of the liberal democratic government 
 

The decision to go to Manchuria was made easier because: 

o Japan had made significant economic investments in the region since 

the Russo-Japanese war and had maintained troops in the city of Port 

Arthur to protect her interests. 

o As a result of civil war in China Manchuria had become an 

autonomous province under its own warlord 

o Japan had increased her presence there as a result of the Treaty of 

Versailles 

 



 Reasons for the invasion: military reasons 
 

o It was close to Japan and its colony Korea 

o China was dissolved in civil war and could offer no resistance 

o Since the Washington conference of 1922, Japan had military 

supremacy in East Asia 

o The depression caused cuts in armaments spending in the West and 

the UK, France and the USA were in no position to intervene. 

 







 Japan invaded Manchuria on the pretext that 

her property and citizens had been attacked by 

Chinese troops. The incident was manufactured 

by the radical nationalists to force the civilian 

government to support military action. 
 

 



 The Chinese were rapidly defeated in 1932, 

Japan established the puppet state of 

Manchukuo. This was a clear challenge to the 

principle of collective security and the League. 

China was a member and appealed for support 

against Japan. 
 

 





 Japan and 

Manchuria were not 

central concerns to 

European powers. 

No vital European 

interests had been 

at stake in 

Manchuria.  
 

 



 The USA and the UK were not able to co-

operate on a policy with respect to Manchuria. 

Neither country wanted to be responsible for 

taking the lead. Collective security in the Far 

East was dead as of this moment. 
 

 



 The UK and the USA had entered into a policy 

of appeasement to be able to accommodate the 

demands of the revisionist powers in the hopes 

that they would become less aggressive and 

not create conditions for another world conflict. 
 

 
Appeasement 

 

A policy practiced by the UK and France in the late 1930s that sought to 

avoid war with Germany by revising the treaty of Versailles to eliminate 

the clauses considered unfair by Germany. The policy held that 

reasonable revisions and negotiations would be the best way to avoid 

war. 



 The only members 

of the League with 

substantial military 

force were the UK 

and France. 

Neither power had 

the bases in the 

Far East to support 

an effective 

challenge.  



 Only the UK had a large navy, but, being 5000 

miles away, was not in a good position to 

engage its warships in the Far East. 

Furthermore, the British Navy was in crisis. 



 The mood in the 1930s made it even less likely 

that the UK would intervene. The public 

attention was on the internal economic  

problems of the depression. 



 The USA might have been 
expected to take a 
stronger position on the 
Japanese actions. It was 
the Americans who had 
claimed to be a friend of 
China and who had 
supported the Open Door 
Policy to prevent China 
for coming under the 
influence of a single 
power. 



 The USA had been suspicious of Japan in the 

Pacific and might have interpreted their 

Manchurian action as a serious challenge to 

American interests. Nevertheless the USA took 

no action over Manchuria. 
 



 Reasons: 

• Lack of armed forces or bases 

• Policy of isolationism  

• Not a vital interest to most Americans 

• Severely affected by the Depression 

 



 The UK and the USA had extensive property, 

trading networks and investments in China and 

the Far East. Neither power was in position to 

defend these in the face of Japanese hostility. 
 



 The League of 

Nations was 

supposed to 

maintain peace and 

resist aggression 

against any of its 

members. Yet the 

League was largely 

ineffective as it had 

no armed forces of 

its own. 
 



 The League’s response to the crisis was to send 
out a fact-finding mission under Lord Lytton. 
The Lytton Commission Report (1932) 
recognized that Japan had some justifiable 
grievances about the situation in Manchuria but 
should have tried other solutions before 
resorting to force. It suggested that China grant 
independence to Manchuria and that Japan 
withdraw its forces. 
 



 Japan refused to 

accept the criticism 

and withdrew from 

the LoN. Manchuria 

became part of the 

Japanese empire as 

the puppet state of 

Manchukuo. 
 





http://www.johndclare.net/league_of_nations6.htm 

http://www.johndclare.net/league_of_nations6.htm


 Final signal that the League of Nations no 

longer played an important role in world 

affairs. 
 



 Since 1933: the rise of Hitler precipitated a 

series of events that served to heighten the 

sense of crisis in the world and to demonstrate 

the resurgence of German power and ambition: 

• Collapse of the Geneva disarmament talks 

• Germany’s withdrawal from the LoN 

• Hitler’s announcement of rearmament policies 

 



 All European 

nations were 

likely to be 

affected by this 

new aggressive 

German posture 

and Italy was no 

exception. 



 Until the rise of Hitler, Italy was a signatory of 

the Locarno agreement, member of the League 

and defender of the Versailles Treaty (in 1934 

discouraged the German annexation of Austria) 



 It was clear to 
Mussolini that his 
position in central 
Europe was going to 
be weakened by the 
German resurgence 
and that he might be 
faced with a 
confrontation with 
Hitler if Germany 
demanded the return 
of the South Tyrol area 
that was entirely 
German speaking. 



 Mussolini met with UK and France in an attempt 

to reach an agreement to conterbalance 

German power. The three countries reached 

and agreement in which they pledged to resist 

any German attempt to modify the Versailles 

treaty by force. 



 The resurgence of Hitler and the fact that Italy 

could no longer play a significant role in 

Western or Central Europe encouraged 

Mussolini to look elsewhere for territory, 

empire and a sense of importance. 



 One of his ambitions was to expand Italy’s 

colonial holding in Africa (“new Roman 

Empire”) 



 Abyssinia was a logical 
choice for Mussolini as it 
was the only African 
territory available. It was 
also conveniently located 
next to two existing Italian 
colonies and was the 
location of a humiliating 
event in Italian history (in 
1896 faide to conquer 
Abyssinia) 



 Economic factors: Mussolini believed that there 

were oil deposits in the region and that it might 

be developed as an outlet for the surplus 

Italian population. These populations would 

provide resources, markes and a pool of army 

recruits in future years. 



 Mussolini assumed that their friendship (with 

UK and France) would allow him to pursue his 

colonial ambitions in return for his allegiance 

as part of the anti-Hitler coalition. 



 The conflict began in a small way in 1934 with a 

border skirmish between Abyssinia and Italian 

Somaliland.  This was an excuse for Mussolini to 

move large numbers of troops into the region in 

preparation for a full-scale invasion. The 

dispute had been referred to the League for 

arbitration in September 1935. 



 The conflict began in a small way in 1934 with a 

border skirmish between Abyssinia and Italian 

Somaliland.  This was an excuse for Mussolini to 

move large numbers of troops into the region in 

preparation for a full-scale invasion. The 

dispute had been referred to the League for 

arbitration in September 1935. 



 The invasion began in October 1935. Economic 

sanctions agains Italy. The sanctions did not 

include oil and steel and the UK did not close 

the Suez Canal to Italian shipping. Many large 

nations were not bound by them. 



 The solution was a compromise known as the 

Hoare-Laval Pact named after the French prime 

minister and the British foreign secretary. The 

proposal was to give Mussolini two-thirds of 

Abyssinia including the most fertile regions 

and leave the rest as an independent state. 



 It caused an 
enormous 
negative 
reaction. The 
compromise 
was 
abandones: 
Hoare 
resigned and 
the Italian 
invasion 
continued. 



 There was no way to stop the Italian invasion 

without force and neither the UK or France was 

prepared to go to that extreme.   

 1936: Abyssinia was in Italian hands. 



 The damage caused by this event was 

monumental both to the League and to the 

concept of collective security, in its impact on 

the viability of Locarno and Stresa as barriers 

to German aggression.  





 Hitler exposed the complete collapse of these 

agreements through his reoccupation of the 

Rhineland in March 1936. 



 The League and its concept of collective 

security were exposed as entirely hollow, the 

more so because the leading powers in the 

League were unwilling and unable to apply it. 

The UK and France could not apply any 

sanction or take any action that risked a war. 



 In addition it was clear to Mussolini that the UK 

and france were unwilling to support his goals 

in Africa and the Balkans. If he wanted to fulfil 

his territorial ambitions, his only option was to 

associate himself with a more powerful nation: 

Germany. 



 Hitler also saw that UK and France were not 

willing to resort to force event when their 

opponent was as weak as Italy and this 

strengthened his determination to press foward 

with Germany’s territorial demands and 

revision into the Versailles settlement. 



 Collective security and the LoN were exposed 

as entire hollow concepts 

 Diplomacy still worked on the era of self 

interest 

 
 The UK and France were exposed as militarily 

weak and lacking any motivation to defend the 

Versailles Treaty at threat of war 



 The strong pacifist movements in W countries 

made it very difficult to develop collective 

security 

 Revisionist nations were encouraged to 

contunue their campaigns and expand their 

territory (no effective opposition) 



 Mussolini allied with Hitler- partly due to the 

failure of the UK and France to support him and 

partly out of the recognition that they were 

unlikely to win a major conflict in the event of a 

European war. 

 This created a serious strategic problem for the 

British in the Mediterranean, and the potential 

for disaster in the event of a European war. 


