
THEWORLDECONOMICDEPRESSIONORTHEGREATDEPRESSIONOF
1929-35

Itwastheglobaleconomiccrisis(slumpineconomicactivities)thatwascharacterizedbymass
unemployment,financialcrisis,deflation,lowpurchasingpowerandthecloserofbanking
institutions.Itstartedfrom CanadianAgriculturalsectorandspreadtoothersectorsand
coveredthewholeworlduptothecollapseandthecloserofthewallstockexchangemarketin
USAon29/10/1929.Itwasaperiodofgreatmisery/agonythatfollowedagreatboom..This
globaleconomicdisasterwascausedbyeconomicsocialandpoliticalfactors.

CAUSESOFECONOMICDEPRESSIONOF1929-35.

Increasedproductionandcapitalism aftertheww1ledtothedepression.
Itshouldberememberedthatafterthegreatwar,nationsembarkedonrecoveryprograms
whichledtoaperiodofeconomicboom between1925_29.Unfortunatelytheincreased
productiondidn'tmatchwithdemandietherewasaperiodoftechnologicaladvancement
leadingtomoreoutput.Thereforeunsoldstockbegantopileandmanufacturersbeganto
producelessandevenlaidoffworkers.Thesituationwasworsenedbyprotectionism leadingto
aslumpinworldeconomies.

Theeffectofworldwar1leftmanyeconomiesinasorrystateandfurthercontributedtothe
depression.ThewarDevastatedinfrastructure,destroyedindustries,farm,gardensand
commercialshipsieBritainlost40%ofhercommercialshipstoGermanysubmarinesmaking
difficulttoexport.Thishadnegativeimpactsonthelevelofproduction,purchasingpowerand
trade.Eventuallyadepressionbecameinevitableby1929.

TheVersaillessettlementof1919alsocausedthedepression.Thepaymentofthereparations
inform ofmoney,cattle,ships,agriculturalandindustrialproducts.OntopofthisGermanand
herallieswereneitherfreetoexportnorimportgoodstoandfrom Europeanpowers.This
affectedeconomicactivitiesandinternationaltradeintheaffectedcountriesthusleadingtothe
depression.

TheAmericanloanschemetheEuropeancountriescausedthedepression.Duringandafterthe
war,Europeancountriesborrowedhugesumsofmoneytofinancethewarandrecoveryoftheir
economies.Therepaymenthowevercreatedaneconomicsituationwherehugeamountsflowed
from EuropetotheUSwithoutexchangeofgoods.Thisunfortunatedevelopmentaffected
economicactivitiesthusleadingtothedepression.

Thegoldstandardsystem alsoledtodepression.Thesystem createdeconomicrigidities
leadingtoacrisis.Underthissystem,eacheconomywassupposedtohavemoneyincirculation
equivalenttothegoldreserves.Thisthereforelimitedmoneyincirculationandreduced
effectivedemandincountriesthathadlimitedgold.ThesituationbecameworsenwhenAmerica



starteddemandingpaymentinform ofgold.AsmoregoldwenttotheUSandmoneysupply
reduced,demandforgoodsreduced,productionlevelsreducedandunemploymentbecamethe
orderoftheday.Thiseventuallydriftedtheworldintoagreatdepressionby1929.

Thepolicyofeconomicnationalism(isolation)andprotectionism thatwaspracticedbynations
alsocausedeconomicstagnation.ThepolicywaspersuedbycountriesespeciallyAmericain
theinterwarperiod.TheUSpersuedadiscriminativeeconomicpolicyagainsttheimportsyet
shewantedtoexportmore.Thisforcedothercountriestoreactininthesameway.Eventuall
internationaltradewasshutteredandmosteconomiesgotcrippledduetostagnant
output.Thesedevelopmentsledtoloweconomicactivities,depressedprices,povertylevels
increasedespeciallyamongfarmersandindustrialists;Thisishowtheworldsunkintoagreat
slump.

WeaknessandfailureoftheLeagueofNationstoimplementeconomicpoliciesnecessaryfor
freetrade.ie
ItfailedtopromoteeconomiccorporationinEurope.Thelookedonhelplesslyasnations
resortedtodangerousprotectionism whichdeniedthem thebadlyneededmarketand
profits.Aboveallitfailedtocomeoutwiththeclearwayofhandlingcurrencycirculationwhich
wasdeterminedbythegoldreservesthatcreatedeconomicrigidities;Apparentlytheworldwas
slowlysinkingintoaslump.

Theworseningfallinincomeduetounemploymentalsocausedthedepression.Althoughmost
EuropeancountriesegBritain,FranceandGermanyhadreachedeconomicboom inthe1920s,
theyhaddonelittletoimprovesocialwelfareofthepeople.unemploymentremainedveryhigh
inmosteconomiesieinGermanyitstoodat10m,Britain1m,severalmillionsintheUS.In
additionmachineshadreplacedlaborduetotechnologicaladvancementagricandindustry;in
shorttherefore,thislackofincomeleftaccumulatedoutputunboughtcarryingeventstowardsa
disastrousslumpinworldeconomiesby1929.

Relatedlyincreasedincomeinequalityandpovertyalsoworsenedthesituation.Therewasgreat
inequalityamongpeoplewithfewsuccessfulfactoryownersandrichfarmersremainingvery
richwhilethemajorityincreasinglybecamemiserablypoor.Duringtheyearsofeconomicboom
andrecovery,factoryownerswereearningabnormalprofitsbutshockinglytheywerenotwilling
topaygoodwagestheirworkers.Thismeantthattherewaslowpurchasingpower,production
levelsreduced,industriesgotshutteredandeventuallytheworldsunkintoagreatrecession.

Thebankingcrisisalsodroveeventstowardsagreatslump.Inthelate1920s,manybanksin
Germany,AustriaandtheUSwentbankrupt(4400banks)andsaverslosttheirsavings.As
banksranoutofliquidity,theytookdesperatemeasuresincludingdemandingpeopletopay
loansbeforeduetime.Becouseofthebankingcrisis,manysaverswithdrewtheirmoneyfrom
banks,thisreducedlendingandgrosslyaffectedinvestment.Aspeoplelostsavingsconsumer
spendingalsoreducedhencecausingagreatrecession.

Speculationandrumorsbyprominentpoliticians,economists,stockblockersandthepress
aboutthedepressionindifferentcountriescausedthedepression.Suchrumorsaffected
investmentplansasinvestorswereuncertainofthefuture.Thesespeculationsbeganin1928
whenagricpricesinCanadaandtheUSbeganflactuatingdownwardswhichmeantthatshare
priceswouldsoonerthanlateralsoreduce.Therewasspeculationinbuyingsharesandlater



sellathighpricesbutinadramaticturnofevents,pricesofsharesbegantofallastherewere
moresharesthanbuyerseginOctober1929therewere13millionsharesonwallstreetstock
exchangemarket;thedepressionhadbecomereal!!

The(crash)collapseofthewallStreetstockexchangemarketon29/10/1929sparkedoffthe
depression.ThisunpresidenteddevelopmentleftEuropeancountriesthatwereheavily
dependantonAmericanloansandinvestorshard-hitandparalyzed.TheEuropeanexportstothe
USdrasticallyreduced,unemploymentincreased,purchasingpowerwentdown,companies
collapsed;it'snowcrystalclearthattheworldhadsunkintoagreatrecession.

CONSQENCESOFECONOMICDEPRESSION

Thedepressionhadashortandlongterm consequencesinpolitical,socialandeconomic.
negativeconsequenceswerethemorethanthepositives.

1.Breakdownoffinancialinstitutions,itcreatedpanicandspeculationsthatmademillions
ofpeopletorushtowithdrawtheirsavingsfrom banks.Thismadebankinginstitutions
bankruptandconsequentlymanybankswerecloseddowne.g.over4200bankswere
closedowninUSA.

2.Thedepressionresultedintomassiveunemploymentduetothecollapseof
industry,miningandagriculturalsectors.Thesurplusproductionandlowdemandmade
factoriesandlandownerstolayoffworkerswhichresultedintomassunemployment.
alasby1932itnumbered3.5m inBritain,over3m inFrance,over10m inGermany,13m
inUS.

3.Thepooreconomicsituationledtothedeclineinthestandardsofliving.Thiswas
famine,povertyandstarvationbecausepeopledon’thavemoneytobuythesurplus
products.

4.Thedepressionshutteredinternationaltrade.countriesadoptedhighertarrifsand
quotasonimports.InBritainNevilleChamberlainintroducedthedutiesactof1932of
10%onimports.Thesemeasuresreducedthevolumeofinternationaltradeascountries
gotfloodedwithsurplusproductswiththenarrowdomesticmarket.

5.Thedepressionledtobreakdownofinternationalrelationsamongcountries.Europe
hatedUSAbecauseofherpolicyofeconomicnationalism thatescalatedthedepression
inEurope.TheantiUSfeelingsincreasedasshecontinuedtodemandedrepaymentof
herdebtsdespitetheprevailingeconomichardships.Therelationsbetweendefeated
powersandvictoriouspowersalsoworsenedasthevictoriouspowerscontinuedto
demandforreparationsfrom thedefeatedpowers.Thiswasbecausethedepression
hadparalyzedtheworldeconomiesthatnoonecountrycouldbeabletoplayanyrole.

6.ThedepressionunderminedtheperformanceoftheLeagueofNationsinEurope.It
weakenedtheeconomicstatusofmemberstateswhichmadethenationbankruptand
unstabletofinanceitsactivities.ItalsomadepowerslikeJapanandItalytoresortto
aggressionasawayofaddressinghardeconomicsituation.Aboveallitmadeactive
memberslikeBritainandFrancetolosecommitmentastheyconcentratedonrecovery
programs.ThispavedthewayforthecollapseoftheLON.

7.ThedepressionledtotheGrowingofinfluenceofsocialism.Thegreateconomic



depressionledtotheinfluenceofsocialism especiallyinEasternEuropeasmany
sufferingnationslookedatthecommunistRussiawithgreatadmirationsincethe
depressiondidn'treachRussia.

8.ThedepressionledtoriseofauthoritarianregimesanddictatorshipinEurope.Thiswas
becauseitcreatedenomoussocialproblemsthatfavoredriseofextremistparties.e.gin
GermanyitledtotheriseNazism andHitler,generalFrancoinSpain.InHungary,Austria,
Romania,Czechslovaskiaextremepoliticalpartiesgainedsignificantground.

9.Relatedly,itsparkedoffpoliticalupheavalsthatledtocollapseofgovernmentsacrssthe
world.Theacutepovertyandincomeinequalityforcedthedesperatemassesintorevolts
demandingforchangeofexistinggovernments.InGermanyitledtothecollapseofthe
Weimarrepublicin1934,inUSthedemocratsweredefeatedbytheRepublicanparty,in
UKthelabourpartywasreplacedbytheconservativesin1931.

10.Thedepressionfurtherledtoseverepovertyandstarvationduetolowincomeand
purchasingpower.MillionsofpeopleinEurope,Asia,AfricaandAmericacouldn'tafford
basicnecessitieslikefood,shelterMedicareandeducation.Theworkingconditions
worsenedforworkersleadingtosocialunrest.

11.Itledtothecollapseofbankinginstitutions.millionsofpeoplewithdrewtheirsavings
from banksandthisleftbankswithoutmoneyleadingtoclosure.InUSabout4200
banksclosedwhichmademanypeoplelosetheirsavings,theAustriancentralbank
closedin1931,stockexchangemarketscollapsed.

12.Itcontributedtotheoutbreakoftheww2.Thefailureofexistinggovernmentstosolve
peoplesproblemsledtotheriseofdictatorswhoseambitionsamongstotherswasto
destroythewesterngovernmentsandsocialism.ThiswasresponsiblefortheBerlin
RomanTokyoAxisallianceagainstwesterndemocracythatcreatedtensionandledto
theoutbreakofwarin1939.
POSITIVEEFFECTS
13.ItresultedintheadoptionofsocialeconomicreformstomodernizeAgri,industry
andsocialservices.progressivetaxeswereintroducedtoredistributewealthy,trade
unionswererighttobargainforbetterconditionsofwork,unemploymentbenefitswere
giventopeopleinUS,Britain,France.
14.Itledtoadoptionofeconomicreformsandpoliciestofightthedepression.e.gIn
FranceaneconomistJohnMaynardKeynesdevelopedtheideasinhisgeneraltheoryof
employment,interestandmoney.Histheorysuggestedincreaseingovernment
spending,taxcutstosolvethedepression.InUSpresidentRooseveltintroducedtheNew
dealreforms,inGermanystressMannintroducednewrecoveryprogram.

15.ItbroughtclosereconomicnrelationsamongtheEuropeancountriesasameasureto
recoverfrom thedepression.Thisgavewaytoestablishmentoftradinggroupse.gBritish
commonwealthyin1932,theOslogroupoftheScandinaviancountries.
16.Itfacilitatedthespreadofcommunistandsocialism inEurope.Thesufferingcausedby
thedepressionmademanyEuropeanstodevelophatredagainstliberalism andcapitalism
thatwereaccusedofcausingthedepression.Asaresultsocialism spreadtoCzechSlovakia,
Yugoslavia,RomaniaandPoland.ItrenewedinterestinMarxistdoctrines.Communism thus
becamepopularespeciallyamongtheworkers.
17.Itendedtherigidinternationalgoldstandardsystem.Thisrevivedinternationaltrade
sinceitopenwayforcountrieswithoutgoldreservestotradefreely.
18.Itledtoincreasedgovernmentinterventionintheeconomy.GovernmentsinFranceand
Britainintervenedtoprotectthefreemarketsystem from radicalrevolutions.InFrancethe



wheatofficewasestablishedtofixprices,therewasgovernmentcontrolofBanks,doctors
mandateinBritain.Theseschemesultimatelyresultedinthecreationofwelfaresystems.

THEWEMERREPUBLICOFGERMAN(1919-1933

Thewarmerrepublicwasademocraticallyelectedgovernmentthatwasestablished
afterthecollapseofGermanempirein1919.AsGermanwasbeingdefeatedinworld
war1.PublicopinionturnedagainstKeiserWilliam11whoresignedandfledtoexile.This
createdapoliticalvacuum andledtotheriseofvariouspoliticalpartiessuchas
Communists,socialists,republican’sreberals,anddemocrats.
Thefirstmeetingofdelegateswasmadeinwemertownin1919whereanew
constitutionwasdeclared.Thisprovidedforarepublicanform ofgovernmentandElbert
becamethefirstpresidentandthegovernmentwasnamedWemerRepublicbecauseit
wasformedinWemertown.

REASONSFORWEMERREPUBLIC

1.Theneedforademocraticallyelectedgovernmentbasedonwesternmodels
influencedtheconstitutionalassembly,delegatestoinstitutethewemerrepublican
government,theywereinspiredbytheFrenchandtheBritishsystemsofgovernment
todestroytheGermanymonarchicalgovernment.

2.ThedefeatofGermananddiverstatingeffectsofworldwar1contributedtoriseand
existenceofthewemerrepublic.By1918,thealliedpowershaddestroyedthe
Germanyeconomyandtherewasseriousfaming,starvation,inflationand
unemployment.TheseprovidedstrikesanddemonstrationagainstKaiserandthe
Germanlostconfidenceinmonarchicalgovernmentanddecidedtoform therepublic.

3.TheresignationandabdicationofKeiserWilliam11leftapoliticalvacuum through
whichawemerrepublicarose.Duetopressurefrom theFirstWorldWarandthe
hostilityoftheGermansKeiserWilliam fledtoexileleadingtoapowervacuum.

4.Theroleofforeignpowerswasinfluentialinriseofwemerrepublic.Themonarchical
governmentofKeiserwasabigproblem toEuropeanpowersandthat’swhythey
foughtanddefeateditintheworldwar1.Foreignpowersneededapuppet
governmentthatwoulddancetotheirtunesandthisiswhytheysupportedthe
wemerrepublic.

5.TheneedforreconciliationandpeacefulforexistenceinotherEuropeanpowerswas
alsoinstrumentalintheriseofwemerrepublic.Germanyaggressionhadisolatedher
from therestofEuropeandmadeGermanyanenemyofnearlythewholeofEurope.
IthasalsoreturnedthedevelopmentofGermanyandunderminedherpositionin
internationalaffairs.

6.HeavybloodshedcrashesandinsecurityinBerlinwerealsoresponsibleintheriseof
wemerrepublic.Itmadetheconstitutiveassemblydelegatestoshiftthenation
assemblyvenuetowemer.Itwasforwemerwhereaconstitutionandrepublicwere
declared.

7.Theneedforpoliticallibertythatbringspowerstothepeoplethroughparliamentary
electionwasalsobehindthewemerrepublic.TheGermanswerefed-upofthe



dictatorshipofKeiserWilliam11.Theydemandedforareductionofthepresident’s
powertoenddictatorshipwhichgavetherisetowemerrepublic.

8.WemerrepublicwasformedbytheneedtoendPrussiandictatorshipand
dominanceinGermanpoliticsPrussianmonopolizedGermanpoliticsandkey
positionsattheexpenseofotherstates.Thefavoredreligionwastolerancewhere
theprotestantfaithwasmadethestatereligion.

REASONSFORTHECOLLUPSEOFWEMERREPULBICBY1933.

ItwasUNpopularforitsbeingbecauseitwasassociatedwithUNrealisticVersailles
Treatyof1919.ThetreatyforexampledisarmedGermanblendedherforhavingcausedworld

war1andcausedheavyreparationonGerman.Thewemerrepublicleaderswereblamedfor
betrayingtheGermansbyacceptingandsigningtheharshtermsofthesettlement.

Internallytherepublicansestablishedaveryweakfoundationthatcontributedtoitscollapse.
TheGermanshadnoexperiencefordemocraticallyelectedgovernment.Theywereusedto
PrussiandictatorshipandBismarck’spolicythisiswhytherepublicwasrejected.

Therolevariouspoliticalgroupslikecommunist,socialistrepublicansandtheNazism also
underminedtheexistenceofwemerrepublic.Thesepartiescriticizedandunderminedthe
governmentforacceptingtheVersaillestermsandfailingtoprovethesocialandeconomic
welfareoftheGermans.

Thestabilityofwemerrepublicwasalsoaffectedbyanumberofcoupsi.e.1920the
monarchistsunderKampoccupiedBerlinandtemporarybroughttheendofthewemerrepublic
in1023-24theroyalistmadebyGeneralLudendorffandNazismadebyHitlerattemptedthe
couprespectively.

Thewemerrepublichadincompetentpoliticianswhofailedtohandlethepostwarchallengesof
Germans.Therepublicanleadersfailedtocontainviolenceandinsecuritythatmadepeopleto
loseconfidenceintheirgovernment.

EconomicproblemsalsoaffectedthestabilityoftherepublicofGerman’seconomywas
destroyedbytheworldwar1andwarreparationsworsentheproblem inflation,employment,
famineandstarvation.In1929-23economicdepressionmadethelastdivertingblowtothe
German’seconomyandcreatedmoreproblem.

TheriseandtheroleofHitlerandNazism greatlycontributedtowemerrepublic.Thefavorable
postwarconditionsinGermanyfavoredtheriseofHitlerandgrowthofNazism,Hitlerblamed
thewemerleadersforbetrayingtheGermansinworldwar1likeacceptingtheVersaillestreaty.

Foreigninventionswasyetanotherproblem thatcontributedtothedownfallinwemerrepublic.
In1923,theFrenchinvadedandoccupiedtheindustrialreligion,theylootedGerman’sindustries
beforetheywithdrawin1926,thiscrippledGermanseconomybecauseRhurbalanabundant
sourceofpower.TheGermanysblamedtherepublicforitsfailuretodefendthem andshiftthe
royaltytoHitler.



ThetimelydeathofHidensburgin1934markedtheendofwemerrepublic.Itleftapolitical
vacuum throughwhichHitlerrosetopowerandbroughtanendtotherepublic.Itwasafterthe
deathofHidersburgthatHitleraddedthepresidentialpowertohimselfotherwiseifHidersburg
hadnotdiedHitler’srisetopowerwouldhavedelayed.

QN. AccountfortheriseandcollapseofwemerrepublicinGermanbetween1919-34.
2.TowhatextentwasHitlerresponsibleforthecollapseofwemerrepublic?
3. ExaminetheproblemsfacedbytheWRbtn1919-1934.

ADOLFHITLERANDNAZISM INGERMANY.


