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CHAPTER 1

INTRODUCTORY SURVEY: ON THE LIMITS
OF MODERN HISTORY

HEN Lord Acton was planning The Cambridge Modern History
\ ; \ / in 1896 he wrote of the venture:

It is a unique opportunity of recording, in the way most useful to the
greatest number, the fullness of the knowledge which the nineteenth century is
about to bequeath. ..

Ultimate history we cannot have in this generation; but we can dispose of conven-
tional history, and show the point we have reached on the road from one to the other,
now that all information is within reach, and every problem has become capable of
solution.

Acton projected the History as a work of universal history, distinct from
the combined history of all countries’.

It moves in a succession to which the nations are subordinate. Their story will be
told, not for their own sake, but in reference and subordination to a higher series,
according to the time and degree in which they contribute to the common fortunes
of mankind.!

Few historians today have Acton’s confidence that universal history
or ultimate history can yet be written. Indeed, Sir George Clark, in his
*General Introduction’ to the New Cambridge Modern History, disclaimed
for historians of his generation the belief that it would be possible to
write ‘definitive history’. ‘This new issue of the Cambridge Modern
History has been planned neither as a stepping-stone to definitive history,
nor as an abstract or a scale-reduction of all our knowledge of the period,
but as a coherent body of judgments true to the facts.’2 Its scope remained
that of the original series: ‘the history of that “civilisation” which,
from the fifteenth century, spread from its original European homes,

_ assimilating extraneous elements as it expanded, until it was more or less
firmly planted in all parts of the world’.?

Thelast volume in the New Cambridge Modern History must necessarily
begin by taking stock not only of the period with which it is concerned
but with its place in the series or, rather, its place in ‘modern history’. This
was less essential for the editors of the last volume of the Cambridge
Modern History. Published in 1910, and covering the period from 1870 to
1910, it was sufficient to call it ‘The Latest Age’ and to assume that it
marked no end of an epoch, no real terminus. Its authors were spared the

Y The Cambridge Modern History: Its Origin, Authorship and Production (Cambridge,

1907), pp. 10-14, quoted in E. H. Carr, What is History? (Cambridge, 1961), pp. I, 145.
* The New Cambridge Modern History, vol. 1(1957), p. xxxiv; cf. p. xxiv. 2 Ibid. p. xxxv.
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knowledge that the first world war of modern history and of the twentieth
century was only four years away, and that the continuity of the ‘modern
history’ with which the twelve volumes had been concerned could not in
future be taken for granted. None the less, their volume was far from
being centred on Europe; its chapters included surveys of Egypt and the
Sudan, the Far East, the British Empire in India, Japan, Latin America,
the European Colonies, and a chapter on The Scientific Age.

The present volume virtually begins where its predecessor of 1910 ended,
though several of its chapters go back to the beginning of the century. It
ends in 1945, at a far greater distance from the time of its writing than was
true of the earlier volume, which was for its latter stages practically
contemporary history. In this volume some of the chapters refer perforce
to events which have occurred after 1945. In all of them, whatever the
nominal limits, the knowledge of the history of the world since 1945 has
inevitably had its influence. How we view the period 1900-45 as a whole
or in its parts is bound to be affected by our interpretation of the history
of the last twenty years.

What, then, should be the theme of this volume, from the vantage-
ground of 1966? The original edition was published in 1960, and reflected
in its planning and its theme the spirit of the 1950s if not of the immediate
post-war years after 1945. It was natural to entitle it ‘ The Era of Violence’.
And no one would deny that violence characterised a great deal of the
history it recorded—more so, perhaps, than in any earlier period of
history, at least if the degree of violence and brutality, and the numbers of
its victims, are reckoned in the balance.

As he surveys the twenty years or more since 1945, however, the
historian may feel that violence has not been the main characteristic of
this century. He notices the developments in the use of nuclear power for
peaceful purposes as well as for its destructive force. He notes the achieve-
ment of parity in the ability to attack between the United States of
America and Russia in 1957, and equally the first nuclear explosion in
China in 1965. The danger of the proliferation of nuclear weapons has
become clearer; but the very fact of this shows the universality of scientific
and technical knowledge and discovery, and the need to recognise the
condition that we are all members one of another. The exploration of
space which has been proceeding seems to be competitive rather than co-
operative, though clearly each team learns much, even if at one remove,
from the work of the rival. Thus the launching of the first man-made
satellite by the Russians in 1957 was followed by several manned flights
of satellites of American and Russian manufacture in 1961.

Parallel with these developments were others transforming our view of
the twentieth-century world. One was the sudden recognition that the
world was in the midst of a ‘population explosion’ which was likely to
produce a population of 5,000 millions by 1986 and 50,000 millions (or one

2
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person per square foot of the entire earth’s surface) by 2110, Since 1850
the world population of 1,000 millions had doubled by 1930, increased to
2,326 millions by 1947 and to 3,000 millions in 1962, and was expected to
reach 4,000 millions in 1977, a bare fifteen years later. The problems of
food supply, and the contrast between the poverty of the majority and the
well-fed affluence of a minority of the earth’s peoples, were becoming more
pressing. At the same time new fertilisers and pesticides and battery and
factory methods of rearing animals for food promised an increase in food
supplies while also threatening the balance of nature on which such
supplies might depend. Yet again, discoveries in biology and genetics and
contraceptives opened the way to limiting the increase of population, to
moulding the physical characteristics of future generations, and to
creating human beings by artificial means.

No less revolutionary were the other changes portended by new
advances in science and technology. The development of computers and
the process of automation promised to eliminate much routine work from
industry and commerce. Not too little leisure but too much seemed likely
to be the lot of ordinary men and women. Similarly, commercial aviation
on the main routes across the oceans and between the continents only
came into its own after 1945; diplomacy, business, tourism were much
changed by the new speed of travel, measured in hours instead of days or
weeks, and the apparent shrinkage of distances.

In these years (1945-65) world politics and the relations between
countries and continents responded, though slowly, to the changes being
made by science and technology. Power politics became polarised round
two super-powers, the United States and Russia, who for long engaged in
the rivalry of the ‘Cold War’. The growth in power and influence and
scientific mastery of the Chinese Republic since the middle *fifties began
to intrude upon this over-simple ‘balance of power’. The recovery of
western Europe, particularly of France and Germany and the other
members of the Common Market (1957), raised up another, though lesser,
force in world affairs. Other challengers of the old order were the newly
independent countries of Asia and Africa and the Middle East which had
risen from colonial status: first India, Pakistan, Burma and Ceylon in
1947; Ghana (1957), followed by the other British colonies in Africa; the
overseas territories and colonies of France, Italy, Belgium and the
Netherlands. From the first the new nations insisted on being treated on a
level of complete equality with the old—a claim which Egypt vindicated
by the nationalisation of the Suez Canal and by its resistance to the at-
tempted Anglo-French invasion in 1956. The new nations came to con-
stitute a majority in the United Nations. The rivalry between the white
and coloured peoples, whether within a nation (as in the ‘civil rights’
campaigns in the United States in the 1960s) or between the nations,
assumed a new dimension.

3 3 NCMI2
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It is these circumstances which have forced historians to examine the
whole nature of change in this century and to ask whether a new stage or
a new epoch has been reached which demands a new kind of history and a
new name. The editor of the first edition of this volume finds a ‘more
coherent and precise concept of world history’ both possible and desirable
in this century because for the first time ‘the six continents of the world
really matter to one another’. Interdependence and interaction provide
‘the central theme of world history during the last fifty years’.* Another
historian talks of ‘the shifting balance of power between continents,
nations and classes, through which we are living’.

The middle years of the twentieth century find the world in a process of change
probably more profound and more sweeping than any which has overtaken it since
the mediaeval world broke up in ruins and the foundations of the modern world were
laid in the fifteenth and sixteenth centuries. . . This transition to what I have called
the contemporary world...is not yet complete: it is part of the revolutionary
change through which the twentieth-century world is passing...It is only today
that it has become possible for the first time even to imagine a whole world consisting
of peoples who have in the fullest sense entered into history. . .2

Similar reflections have led another historian to the conviction that
‘modern history’ has ended, and that recent or contemporary history
cannot be thought of simply as the latest phase of modern history (the
period of European history beginning with the Renaissance and the
Reformation). ‘Contemporary history is different, in quality and content,
from what we know as “modern” history.’

One of the distinctive facts about contemporary history is that it is world history and
that the forces shaping it cannot be understood unless we are prepared toadopt
world-wide perspectives; and this means not merely supplementing our conventional
view of the recent past by adding a few chapters on extra-European affairs, but
re-examining and revising the whole structure of assumptions and preconceptions on
which that view is based.

The first half of the twentieth century has all the marks of a ‘period of
revolutionary change and crisis’ comparable to the ‘social and intellectual
upheaval at the turn of the eleventh and twelfth centuries’ and to the
period of the Renaissance and Reformation, one of the ‘moments when
humanity swings out of its old paths on to a new plane, when it leaves the
marked-out route and turns off in a new direction”.?

With the problem of terminology here raised—what to call the new
age of history—we need not be concerned. But the larger argument poses
the question to what age of history the first half of the twentieth century

1 David Thomson, World History from 1914 to 1950 (Home University Library: Oxford,

1954), pp- 4-6.
2 E. H. Carr, What is History ?, pp. 112, 128, 135, 144.
® Geoffrey Barraclough, An Introduction to Contemporary History (London, 1964), pp. 2, 4.
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belongs. Is it, as Barraclough contends, the ‘ watershed’ between ‘modern’
and ‘contemporary’ history, a watershed extending from 1890, when
Bismarck retired, to 1961, when President John F. Kennedy began his
term of office? Does it mark the end of a chapter, or the beginning of a
new chapter, or a time of transition partaking of two eras, old and new?
To raise such questions is not to answer them. To define twentieth-
century history as contemporary history, world history in a new sense, is
not to write it; old habits of mind, old boundaries, persist, not least among
historians. This volume can only hope to provide some of the materials
for a judgement of the character of its period.

Of those forces making for a new kind of world and a new world
history four at least were manifest in the opening years, before 1914. The
‘dwarfing of Europe’ and the power of nationalism outside Europe was
foreshadowed at the beginning of the century by Japan’s victory over
Russia, an Asian nation defeating a European, ‘a first glimpse of the
future global age’.! This gave warning that the fate of Asia, and par-
ticularly of China, was not to be decided by the European powers. The
creation of the Republic of China in 1912 was another portent, its
significance masked for a generation by the civil wars and internal weak-
ness which ensued (ch. x11). In Europe, the events of chief importance in
the long run were not the rivalry of the Great Powers in the Balkans nor
the diplomatic crises of 1905 and 1911 nor the competition in armaments,
especially between Britain and Germany over naval strength; rather they
were social, technological, scientific. It was not that society was trans-
formed, but the assumptions which governed it were changing. There was
greater class-consciousness, a sharper edge to industrial unrest, a stronger
demand for more equality. The birth of the Labour party, the attack on
the House of Lords, the legislation for social welfare (1908-11) were signs
of a new temper and the efforts of government to placate it in Britain;
and it was in 1911 also that the Bismarckian edifice of social security
in Germany was completed. The technological and industrial changes
were more gradual, and those affecting everyday living—refrigeration,
canning, electricity, the telephone, the motor car—all had their begin-
nings in the late nineteenth century; as did the trusts and monopolistic
corporations. The twentieth century opened, however, with two triumphs
of invention fraught with global consequences: Marconi’s transmission
of wireless signals across the Atlantic in 1901, and Blériot’s flight across
the English Channel in 1909 (more significant, perhaps, than the Wright
brothers’ pioneer flight in an aeroplane in 1903).

It was, however, the scientists who even then ‘had the future in their
bones’ (ch. 1v). Becquerel’s discovery of radioactivity in 1896, J.J.
Thomson’s discovery of the electron in 1897, Rutherford’s demonstration
in 1911 that the ‘rays’ emitted in radioactive disintegration were really

1 Ibid. p. 101.
5 3-2

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

atoms, and equally the theorems of Planck and Einstein, pointed not
merely to the transformation of physics but to the later exploitation of
nuclear power. Here was a ‘long revolution’, continuing largely out of
public sight between the wars, to its demonic revelation in 1945. Equally
gradual was the advance of genetics, building on Mendel’s forgotten work.
The discovery of drugs to resist or cure discase was more dramatic:
Ronald Ross and Walter Reed showed at the beginning of the century how
malaria and yellow fever could be controlled—* western’ scientists helping
to transform the lives of millions in other continents. Ehrlich’s discovery of
salvarsan in 1909 was only one of a series, marked by the development of
the sulfa drugs in 1935-8 and penicillin in 1940. All of this contributed to
and rested on the growth of the scientific profession (itself an aspect of the
rise of the professions which the nineteenth century had witnessed). The
danger, coming from the steady and now commonplace manifestations of
scientific progress, is that the giant weight and permeative force of science
as an agent of change is too easily discounted, particularly over a period
such as this, which was the seed-time for later harvests, Even the voice of
the historian of science seems deceptively low-pitched:

The first half of the twentieth century proved to be a period of advance in science
surpassing that of all preceding times in extent, in rapidity and in application; and in
these fifty years the harvest of four centuries of modern science was reaped so
thoroughly that it changed the whole aspect and outlook of our civilisation as well
as our daily lives and our habits of thought.!

Into this world, barely disturbed by the first tremors of the changes to
come, erupted the first of the two world wars of the half-century. Perhaps
the first world war does not deserve its name; it was a European civil war
with some fighting in side-shows outside Europe and it brought the
United States into Europe as a belligerent. The older term, the Great War,
puts it in its European context: the losses it inflicted, in blood and
treasure, were far greater than those of any previous war. It was not,
however, the human and material losses in Europe that made it significant
in shaping the new world history. Rather, it was the succession of shocks
and blows which it inflicted. Part of these were psychological. The war
followed a century of general peace and of European hegemony, of
growing international trade and of massive emigration from Europe. A
world system of investment, credit and trade had seemed part of the
permanent order of things, in which Great Britain was ‘the conductor of
the orchestra’ (ch. m). Now the European states had weakened themselves
and the old structure had disintegrated. The Austrian, German, Ottoman
and Czarist empires were no more; in the quarter-century of King
George V’s reign (1910-36) five emperors and eight kings lost their
thrones. The Russian Revolution might well prove the beginning of a

1 Sec below, ch, 1v, p. 88.
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world revolution: the demonstration of communism in action, and the
force of its example and propaganda, struck fear into the ruling classes
and spread hope in much of the working class.

In all this the dwarfing of Europe had begun; its position of world
leadership was undermined. The spirit of nationalism had been given new
potency, particularly in India and in the Islamic world. Old patterns of
trade and industry had been broken: new competitors appeared against
the old suppliers, as Britain, in particular, found when her coal exports
were displaced in Europe and her markets for cotton goods in India and
Africa were invaded by the Japanese. The war had mobilised industry;
but the expansion only left the contestants with surplus capacity. The war
led to increased production of foodstuffs; at the end there was an ap-
parent glut, and the slump in world prices held back the countries of
primary production for a decade and delayed the recovery of world
trade. True the interdependence which for centuries had made a world
economy in trade a reality was not lost amid the movement towards
higher tariffs and autarky; and planning, a feature of totalitarian,
communist and democratic states alike, offered some hope of a better
world order and a fairer use of the world’s resources in some distant
future (ch. m).

The more obvious legacy of the war was the ‘ great depression’ of the
early ’thirties and the rise of dictatorships in Germany, Italy, Spain,
Portugal and several other countries (ch, xvi). Depression sapped the
cohesion and the instinct for preservation in countries which remained
democratic; in France and Belgium, and to a less extent in Britain, demo-
cratic government itself was under attack (ch. xvi). In Germany it gave
an entry to Hitler and the Nazis to seize power and erect their totalitarian
and militarist Reich and begin an internal reign of terror. Hitler’s ambi-
tions, the more frightening because they seemed nebulous and unlimited,
were at least one of the causes of the second world war.

For a long time, however, the effect of the first world war in weakening
European dominance and opening the way to a new era of world history
was masked by the illusion of a return to the old order. International trade
and credit revived, though clogged by the new war debts and reparations:
the pound was restored to the gold standard at its pre-war parity with the
dollar in 1925—a premature and unconvincing gesture. The League of
Nations (ch. x) seemed not merely a substitute for the old ‘concert of
Europe’ but an improvement on it, world-wide but Europe-led. Soviet
Russia, beset by the problems of economic planning and revolutionary
social reconstruction (chs, 1, xv), showed few signs of emerging as a new
world power. The United States, equally responsive to war-born emotions
of nationalism, retreated from open commitment to the European balance
of power. On the other hand, the European overseas empires, swollen
by the absorption of Germany’s former colonies, were vaster and

7
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more impressive than ever; the British Empire had reached its greatest
extent, and the sun never set on its Government Houses round the
world.

Beneath the surface the European order was being eroded between the
wars. Imperialism was in retreat. Perhaps J. A. Hobson’s Imperialism
(1904) was the first blow to its twentieth-century self-assurance: or had the
Boer War already cast the first stone? The part played by the Dominions
in the war gave them new status as independent states, and the new name
for the British Empire, British Commonwealth of Nations, was not merely
symbolic. InIndia the Congress party drew up a declaration of independence
and Gandhi launched his civil disobedience campaign in 1919 (ch. x1, § 1),
though it took a quarter of a century and a second world war to bring
independence, and partition, to India. In the Middle East there were new
states made from parts of the old Turkish Empire: true, British and French
influence over them seemed secure, though Palestine’s early history foretold
the strength of Arab nationalism (ch. X). In Africa, the Caribbean and
South-East Asia the colonies of the European powers felt little of the wind
of change, though there were cautious efforts to bring educated natives into
a share in government (chs. x1, § 2, xm1). The French colonies continued to
be administered as permanent dependencies of metropolitan France, and
‘assimilation’ remained the goal. A policy very similar to Lugard’s ‘dual
mandate’ in the British colonies was expounded by M. Sarraut’s Mise
en valeur des colonies frangaises (1923), emphasising the association of the
native élite in the government, and economic development in the interests
of the indigenous people. In the Belgian Congo (the Congo Free State
ruled by Belgium after 1908) paternalistic administration and development
of mineral wealth went hand in hand.!

How far the erosion of European power outside its own continent had
gone was most clearly shown by the actions of Japan. It was in 1915,
during the war, that Japan had presented its Twenty-One Demands on
China, a claim to dominate China and much of Asia. Circumstances
compelled a standstill; but Japan’s invasion of Manchuria in 1931 was
simply the resumption of the former claim (ch. x11). Behind it lay the rapid
growth of population in the East, while Europe’s rate of increase slowed
down. Japan’s population doubled in the sixty years before 1930; India’s
grew by 83 million between 1920 and 1940; in Java and the Kiangsu
province of China the population density was over 800 per square mile
(in Europe it averaged 184). This was not a matter of a growing rural
population: in 1900 there were only 3 cities in Asia with over a million
people; by 1960 there were 26 in the world’s total of 69. ‘It is no exaggera-
tion to state that the demographic revolution of the half-century between
1890 and 1940 was the basic change marking the transition from one era

* Lord Hailey, An African Survey (rev. ed. Oxford, 1957), pp. 206 f.; R. Oliver and
J. D. Fage, 4 Short History of Africa (London, 1962), pp. 210-11.
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of history to another.” ‘The collapse of the European empires in Asia in
1941 was essentially a demographic failure.’®

The second world war made manifest what had been latent for the
previous twenty years. It was indeed a world war, fought in Europe and
Asia, the Atlantic and the Pacific, in the air as well as on land and sea. If
the Western powers (the United States and Britain) with Russia defeated
the Japanese bid for empire in Asia, in Europe it was a war of mutual
extermination, though not pressed, like Laocoon’s struggle with the
serpents, to the extreme end. In it and after it the contours of the con-
temporary world were clear to see: the dwarfing of Europe, the end of
colonial empires, the resurgence of the peoples of Asia and Africa, the
predominance of two super-powers, the United States and Russia, the
consolidation of revolutionary China, and the move into new realms of
scientific discovery, space exploration, technical sophistication, and nuclear
weaponry. The violence of the age had brought nemesis to Europe.

Among its victims the most tragic were the most innocent, the Jews.
The age-old curse of anti-Semitism reached the ultimate in horror and evil
under the Nazis. Jews were killed by the tens of thousands in the German
concentration camps, 1,750,000 in Auschwitz alone. Of 64 million Jews in
Nazi-dominated countries in 1939 only 14 million survived the war. In six
years of war one-third of all Jews in the world perished; of Jews in
Europe one-half, of those in central Europe three-quarters. A new word,
genocide, was added to the vocabulary. As their historian has written,
‘never in history had any section of mankind suffered so inhumanly’.?

It is always possible to take a hopeful or a pessimistic view about the
future of mankind. Despair might have predominated in many countries
at the end of the war. It did not. Twenty years later, though public war
and private violence still rage, the historian is less likely to see violence as
the mark of the age. Rather, he sees ‘one world’ as something more than a
rhetorical term: a world which might rend itself in racial war or destroy
itself in the collision of two super-powers, but which is increasingly
bound together by common problems, common aspirations, and the
world-wide effects of ever larger advances in science—discovering the
‘secrets of the universe’ and applying the knowledge to new ways of life.

Does this make the first half of the twentieth century a time of transi-
tion from old to new, from modern history to contemporary history?
Has the time of transition ended? Is this the last chapter of modern
history or the first chapter of world history? Perhaps the next Cambridge
History will furnish the answer and Acton’s ‘ultimate history’ at last be
written.

* G. Barraclough, Introduction to Contemporary History, p. 87; see also pp. 714, 83.

2 Ibid. p. 78.

® Chambers’s Encyclopaedia (1955), s.v. Jewish history.
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CHAPTER 11
THE TRANSFORMATION OF SOCIAL LIFE

changes in the ways of life and the standards of living of European

peoples. These changes were wrought by historical forces and events
which had diverse effects in different countries. When the twentieth cen-
tury began Europe already fell into three fairly well-defined regions.
Europe east of the Elbe remained essentially a peasant Europe, where
industrialisation had spread slowly for some fifty years and where national
consciousness had developed speedily, often on a linguistic, family or
racial basis. Economically and socially eastern Europe lagged well behind
most countries west of the Elbe. These, however, fell into two categories.
The nations of the north and west—Scandinavia, the Low Countries,
Britain, France, Germany, Switzerland—had pressed furthest with in-
dustrialisation and with other economic developments which usually
accompanied it. They experienced urbanisation, capital accumulation and
credit organisation, foreign trade, and higher general standards of living.
Areas of the south and south-west—Spain, Portugal, southern Italy and
southern Ireland—belonged geographically (and in certain respects
historically) to the west, but in economic and social underdevelopment
they more closely resembled the countries of the east. Spain and Portugal
had won and lost large imperial possessions in the New World: the residue
of past glories remained a drag on their modern development.

There were, inevitably, important exceptions to this tripartite division.
Some of Austria was almost as industrialised as Germany, whilst parts of
south-west France were as underdeveloped as southern Italy. But the
three regions preserved broad characteristic differences which greatly
affected the impact of twentieth-century changes on their social life. In the
general balance of forces in the continent Germany was the pivot on which
in their relations with one another the three regions turned.

Social changes were many and complex, as well as geographically
diversified, but they may conveniently be considered as falling into two
categories. There were changes in the size, structure and fabric of society,
which included the growth and movements of population, the spread of
towns and communications, the rise of new occupational groups and
social classes. And there were changes in the functioning and pursuits of
society, which included production and distribution of the greater wealth
made available by technological change, the consumption and use of this
greater wealth, and increasing acceptance of new purposes for society
and the state, such as greater ‘social justice’ or ‘social security’. Again,

THE forty years before the second world war brought far-reaching
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this distinction between structural and functional changes in society is
far from rigid. Perhaps the profoundest change of all took place in the
character and social role of the family, and this was at once both structural
and functional. Throughout, interactions and correlations in time and
place may be more significant than any one aspect of change considered
separately. The transformation of society came about in the process of a
continual interplay between three disparate factors: the fundamental
conditions for economic growth, the social structure and aspirations of
each community, and the political map of Europe in which state bound-
aries only partly coincided with either viable economic units or with
communities socially and nationally homogeneous. Though infinitely
complex the interplay is reducible to some kind of pattern, which in turn
reveals something of the nature and development of European civilisation
in the twentieth century.

During the first half of the twentieth century the world’s population
grew by more than 1,000 millions, which was a larger absolute increase
than had occurred during the whole of the previous century. By 1940,
however, divergencies between Europe and the other continents had not
yet widened sufficiently to change the world’s demographic balance
decisively. The estimated totals were 1,608 millions in 1900, and 2,160
millions by 1940. Of these totals the share of Europe, apart from Russia,
fell from 20 to 18 per cent. But until the 1920s the rate of growth of
European population exceeded that of Asians and Africans: then it began
to be exceeded by that of Asians and Africans. The decline in Europe’s
world supremacy in the twentieth century had this demographic basis.
Internal rates of growth varied greatly, the largest proportionate increases
occurring in the eastern and southern parts of Europe. By 1939 the rate
of increase had become small in all countries of western and northern
Europe, except the Netherlands. Although the population of Europe
(including Russia) increased from some 423 millions in 1900 to 573 millions
in 1940, nearly 100 millions of this increase took place within Russia.}
Migration from Europe to other continents reflected these facts: the
flow from eastern and southern Europe exceeding that from western
and northern from 1896 onwards, the whole movement reaching a
peak in 1913 and then declining sharply during and after the first world
war.

Significant movements of people from one European country to
another occurred frequently during the period, and for a wide variety of
reasons. Central and eastern Europe were most affected. The long war,
the post-war redrawing of frontiers, social revolution and political
persecution all contributed to the upheaval. The Bolshevik Revolution,
before the civil war ended, produced something between one and two

! Cambridge Economic History of Europe, vol. v1, part 1(1965), pp. 59-63.
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million refugees or exiles. Germany after 1919 absorbed some three-
quarters of a million people whose homes lay mainly within the new
Poland, whilst Hungary, much smaller and less industrialised, absorbed
400,000 from its border regions. There was a massive exchange, conducted
under considerable coercion, between Greece and Turkey. The Nazi
terror in Germany and the civil war in Spain sent many thousands more
into exile. Restrictions on immigration imposed by the United States
(1921 and 1924) and by the British Dominions meant that Europe
between the wars had largely to deal unaided with its own population
problems. The main country of reception now was France, underpopulated
because of heavy war losses and a low birth-rate. Between 1920 and 1928
France accepted more than a million and a half foreign workers, mainly
from Italy, Belgium, Poland and Switzerland. The number of resident
foreigners per 10,000 inhabitants rose from 267 in 1901 to 691 in 1931.
Elsewhere the prevalence of unemployment led to resistance to the
admission of migrant workers from abroad. Apart from France, the
internal European migrations were predominantly movements of com-
pulsion or fear. The exodus resulting from selective persecution, such as
flight from Bolshevik and Nazi terror, conferred great cultural benefits on
the societies—usually the tolerant democracies—receiving them.

A further redistribution of population continued to occur within each
country: the migration from countryside to town, matching the trend
toward industrialisation and therefore now increasingly affecting the
eastern European countries. The process continued sufficiently into the
twentieth century to turn most Europeans into townsmen, and then it
tapered off. ‘ Urbanisation’, however, is a relative term, and towns which
one society regards as relatively small and ‘rural’ another may regard as
specifically ‘urban’. Indisputably ‘urban’ units, of more than 100,000
inhabitants, were formed very early in Britain. Already by 1831 some
16 per cent of its population lived in such towns: it was 1936 before the
same proportion of Frenchmen did so, and by then 4o per cent of British
people did so. In 1939 there were 81 towns of this size in the Soviet Union,
57 in the United Kingdom, and 56 in Germany, but still only 17 in
France. Throughout Europe as a whole, but at varying rates and todifferent
extents, the number of large towns tended to increase. Between the 1880s
and the later 1940s the populations of London, Glasgow, Amsterdam,
Vienna and Naples doubled or nearly doubled; those of Birmingham and
Lisbon nearly trebled; those of Madrid, Hamburg and Milan grew four-
fold; those of Barcelona, Rome and Prague grew more than fivefold.

If the proportions of the population living in towns of more than 10,000
inhabitants be taken as a general index of undoubted ‘urbanisation’,
Britain and the Netherlands were the most highly urbanised countries of
Europe. By 1946 the percentages in each country living in towns of more
than 10,000 were for Britain and the Netherlands 70; for Italy 53; for
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Germany 47; for Belgium 45; and for France only 33.! Although most
Europeans were now town dwellers, most were still small-town dwellers.
But the uprooting of people from village life and rural occupations, their
concentration into urban areas, and their subjection to the disciplines of
factory work and office hours, were features of social change everywhere.
More precisely, it meant in a period of expanding population that the
numbers engaged in agriculture frequently remained static or shrank,
while the increased numbers were almost wholly absorbed into expanding
or new industries, or into the growing ‘tertiary sector’ of transportation,
service or professional occupations demanded by a modern economy.?

Urban communities of large size usually developed around them
‘suburban’ areas, expanding outer layers from which many workers
travelled daily to work in the city by trams, buses or railways. They were
almost entirely industrial and business centres, large ports and capital
cities. People living in such communities enjoy all the amenities but incur
all the hazards of modern urban civilisation. They are subject to many
different mass-pressures, and are among the first to feel the impact of an
industrial slump and unemployment. They are most at the mercy of
processes of inflation and of administrative control. At the same time,
they are also more susceptible to forces of mass-suggestion and social
unrest, more liable in times of disorder to slide into crime and riot.
Large agglomerations of people exert a gravitational pull, attracting to
themselves more and more incomers from home or abroad. In modern
warfare they are especially vulnerable to attack from the air, as Rotterdam,
Warsaw, Hamburg, Leningrad, London and other European cities were to
give proof during the second world war.

On the other hand townspeople, although more exposed to the fluctua-
tions of the modern economic system and to aerial attack, are also more
open to new ideas and more liable to support movements which can
provide greater security against the hardships of such fluctuations. They
are better able to make effective organised protests against bad conditions.
It is these urban masses in twentieth-century Europe which have given the
main momentum to movements of social reform, as well as to the building
of labour organisations, trade unions, and socialist parties. They have
also been the main seed-beds of movements of unrest and violence. There
have been few peasant revolts in Europe this century.

It is probable that before the first world war the disparities between
town life and country life were sharper than after the second world war,
despite the growth meanwhile of still larger urban and suburban areas.
Until the appearance of cheap and fast road transport and the popularisa-

1 C.P.Kindleberger, Economic Growth in France and Britain, 1851-1950 (1964),
PP: 249-50-

* Cf. Jean Fourastié, Le grand espoir du xxe. si¢cle (1947; rev. ed. 1963), for a famous

discussion of the three sectors of activity and how they were affected by the intensity of
technological progress this century.
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tion of radio, the countryman was often virtually cut off from the amenities
of the town in his daily life. Even the railways did not provide the great
ease of movement which came with the internal combustion engine; and
the cinema, unlike radio (and later television), was an amusement mainly of
the towns. The tendency since the 1920s has been for agriculture to
become more mechanised and for the villager to share more easily in the
material facilities of the towns: for him to become more assimilated,
thereby, to the outlooks and patterns of behaviour previously peculiar
to townsmen. At the same time many things have conspired to take the
townsman more into the countryside: the growth of annual holidays with
pay and of cheap rail and road transport; a nostalgic ‘return to nature’;
the cult of the bicycle in France, of the Wandervigel in Germany, of
youth hostels in Britain, of the Boy Scout movement everywhere; the
upheavals and evacuations of war; the institution, even, of compulsory
national service in peace-time, which almost every continental country
had established by 1914 and which Britain accepted after 1939. Whether
the final effect was to impoverish or to enrich rural life, it certainly helped
to soften the differences between rural and urban populations and to create
still greater homogeneity in national life. Where, as in France or Spain,
or in much of eastern Europe, massive urbanisation was comparatively
rare and the distinctive interests and methods of agriculture were more
tenacious, disparities between rural and urban people remained both
clear and significant. It is doubtful whether the impressive increase in
international travel during these years greatly affected the matter. Travel
across frontiers, whether for business or pleasure, is mainly between large
towns, between ports and airports, or directed towards ‘tourist centres’.

In the new conditions in industry in the twentieth century advantages
did not lie entirely with the newer industrial countries as against the old,
although eventually the balance of advantages and disadvantages probably
did (chs. m, xix). The United States were quick to improve and extend
their highways for the benefit of the automobile, and their industrialists
(notably Henry Ford) perfected the chain-belt techniques of mass pro-
duction and the principle of paying workers enough to enable them to
buy the motor-cars they made. Except when a country already had, as had
Belgium and France after the post-war reconstruction of the 1920s, a
system of good roads adequate for first-generation motor-cars, Europeans
were slow to equip themselves to make use of the new inventions. Italy
and Spain lagged behind the north-west, but even in Germany it was the
1930s before Hitler’s preparations for war included the famous national
network of Autobahnen. The first completed strip, from Frankfurt to
Darmstadt, was opened in May 1935. In 1929 the Liberal party in Britain
fought the general election with the programme We Can Conquer Un-
employment. It urged a large programme of public works, including the
building of a national system of trunk roads and ring roads round cities.
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But annual capital expenditure in Britain on roads and bridges rose to
only £19 million in 1931 and 1932, and by 1936 had fallen back to
£8 million. On the other hand Europeans showed more enterprise than
Americans in developing aviation as a commercial means of transport,
and within Europe Italy and Germany outdistanced France by 1937. In
1920 the Dutch instituted a regular air service between Amsterdam and
London, and throughout the 1920s European capitals came to be linked
by regular commercial air services. In the course of the next decade the
European colonies, too, became linked with the continental capitals by
airlines. Strangely enough United States aviation meanwhile was mainly
limited to military uses and to carrying mail. Internal commercial and
passenger services developed later than in Europe, and it was the eve of
the second world war before Europe and the United States were connected
by a regular air service. The transatlantic telephone had existed since 1927.

As with development of transport and communications, so, in their
exploitation of the new resources of energy and technology (ch. 1v),
European peoples varied considerably in enterprise and success. France
was relatively slow to adopt the new industrial techniques, except in the
outstanding instance of the automobile industry. The two large firms of
Renault and Citroén, and to a lesser extent Peugeot, adopted mass
production methods with the benefit of state credit and large state orders.
Germany was quick to develop those industries in which, before 1914, it
had enjoyed a special lead: notably the chemical, electrical, engineering
and new textile industries. Sweden, which at the beginning of the century
had just tipped in balance from a predominantly agricultural to a pre-
dominantly industrial economy, efficiently developed such appropriate new
industries as pulp and paper-making, electrical products and engineering.
At the other extreme, countries of southern and eastern Europe tended
to remain producers of primary or extractive products. Spain adhered to
farming and mining. Italy even by 1939 exported mainly fruit and market-
garden produce, or textiles and other goods manufactured from imported
raw materials.

The chief changes in the social structure and the balance of social interests
implied by such tendencies contributed, in varying degrees, to blur the old
division between the ‘toiling masses’, engaged in heavy labour involving
little skill or limited skill, and the owners, managers or professional
people who escaped such drudgery. Though the old dichotomy had never
been as clear or as umiversal as social theorising implied, it certainly
became increasingly unreal in this period. As occupational groups diversi-
fied in character and changed in balance, so the structure of each national
society also changed, often in highly complex ways. The shrinkage of the
Lumpenproletariat in favour of the skilled or clerical worker, the technician
and the professional man or woman, may come to be seen as the greatest
single social change of these years, at least in western Europe. Affecting as

I5

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

it did the daily lives of men and families and their attitudes to one
another, necessitating a vast extension of popular education and technical
training, transferring much effective power from both workers and
capitalists to the managers and manipulators of modern society, this
broad change was to become yet more evident with the applications of
electronics and computers after the second world war.

At the beginning of the century Britain retained her position, won
during the nineteenth century, as the world’s most highly industrialised
country. In 1910 the Board of Trade announced that, whereas 48 per cent
of the population of England and Wales were engaged in manufacturing
and mining, only 40 per cent of Germans, 33 per cent of Frenchmen and
30 per cent of Americans were so employed. In 1936 less than 30 per cent
of Italians (gainfully employed persons over the age of ten years) were
employed in industry; whilst nearly 48 per cent were engaged in agricul-
ture, as compared with (in 1931) 35 per cent in France and only 6 per cent
in Britain. The proportion of a nation’s labour force engaged in agricul-
ture declined everywhere in Europe during these decades. Even in a
heavily agricultural country such as Denmark it fell slowly to 40 per cent
by 1911, then more rapidly to 28 per cent by 1939. In the Soviet Union
the decrease was dramatic, because of collectivisation and the extension of
large-scale mechanised farming. Between 1926 and 1939 the number of
Russians employed in agriculture fell absolutely by 10-20 per cent, and, in
terms of a proportion of the total population, it dropped from more than
75 per cent to about 56 per cent.!

For a complex of reasons the ’thirties in Europe brought a sharpening
of class conflicts and a widening of the gulf between capitalist and working-
class interests. In France (ch. xvm) the outcry against the ‘economic
oligarchies’ entrenched in ‘financial feudalism’ was a sharply defined
version of a complaint raised in many other countries.

It was shown how ‘two hundred families’, through common stockholding, inter-
locking relationships, and similar devices, kept the posts of command of French
economy firmly in hand, and publicity was given to the fact that fewer than 150
persons, most of them connected by marriage and family ties, held more than 1,900
seats in the administration of the mest important corporations in the fields of coal,
power, steel, oil, chemicals, railroads, banking, and insurance.?

From Germany’s industrialists and financiers such as Alfred Hugenberg,
Hjalmar Schacht and Fritz Thyssen, Hitler’s National Socialist party
received vital backing in its rise to power, but whether more from fear
of communism or more from hopes of profitable rearmament remains in
some doubt (ch. xvi). Thyssen later admitted, ‘I have personally given
altogether one million marks to the National Socialist party.’® Others,

1 Cambridge Economic History of Europe, vol. V1, part 1 (1965), p. 24.

¢ H. W. Ehrmann, French Labor from Popular Front to Liberation (1947), p. 13.

3 Fritz Thyssen, I Paid Hitler (1941), p. 133. He considered (p. 134) that ‘all in all, the
amounts given by heavy industry to the Nazis may be estimated at two million marks a year’.
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such as von Krupp, opposed Hitler before he came to power but profitably
supported the party once it had gained power.

In Spain social conflicts, which elsewhere either produced ¢ popular front’
alignments of the left and centre to prevent fascist coups, or led to actual
coups, resulted in both together and in prolonged civil war. Beginning in
June 1936 as an army revolt against the Popular Front republican govern-
ment (whichcommunists had helped to power but in which, as in its French
counterpart, they held no office), the Spanish civil war combined old and
new internal schisms with international power rivalries in a most explosive
mixture. The ferocious fighting which ensued had far-reaching social and
psychological implications for the Europe of the 1930s. Against a back-
ground of economicslump which especiallyaffected agriculturalexportsand
metallurgical mining industries, and of political instability and anarchistic
violence, its three years of bloodshed left Spain an impoverished and
exhausted country, the battlefield of social and ideological enmities.

Here were ranged the masters of economic power in the country, led by the Army,
and supported by the Church, that embodiment of Spain’s past glory. All these
believed that they were about to be overwhelmed. Opposed to them were ‘the
professors’—many of the enlightened middle class—and almost the entire labour
force of the country, maddened by years of insult, misery, and neglect, intoxicated
by the knowledge of the better conditions enjoyed by their class comrades in France
and Britain and by the actual mastery which they supposed that the working class
had gained in Russia.!

The forces most liable to disrupt societies which lacked the larger
cohesiveness of strong national feeling were illustrated even more clearly
in the experience of the Republic of Austria between the wars. The Treaty
of Saint Germain forced together two radically different societies, the
large, cosmopolitan industrial city of Vienna and the conservative,
Catholic, agrarian provinces of the new republic. Geographical and ad-
ministrative segregation of the social classes within one state resulted in
the Social Democrats ruling the city with a rival Christian Social majority
in the Nationalrat. In 1932, after a period of uneasy co-existence, of re-
current inflation culminating in economic slump, of interference from
fascist Italy and frequent militant demonstrations, the country succumbed
to the clericalist and authoritarian rule of Chancellor Dolifuss, who in
1933 suspended parliamentary government.

The structure of society in Europe, though changing in many different
ways during these years under the pressures described, remained ulti-
mately nationalist in character. It was not only that the peace settlement
of 1919 redrew the map on more nationalistic principles: it was also that
states which could not rely upon the cement of national community in
face of the disruptive forces of economic distress, political ideology and
social conflict tended to fall subject to dictatorship. This was as true of

! Hugh Thomas, The Spanish Civil War (1961 ; rev. ed. 1965), p. 159.
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Russia in 1917 and the Austro-Hungarian Empire in 1918 as it was of
Germany in 1933, or Spain in 1939.

The ultimate gains of the whole transformation of society by 1939
went most substantially to nationalism. States resorted to protection-
ist measures or to schemes of public works on a national scale in face
of the economic slump. The democracies which most lacked national
cohesion—TItaly, Austria, Spain, Czechoslovakia—suffered disruption or
the imposition of authoritarian rule. Within the single-party states of the
1930s it was in each instance the more nationalistic wing of the party
which triumphed over the more reformist wing: Stalinists routed Trot-
skyists, Hitler and Himmler purged the ‘second revolutionaries’ in 1934,
Mussolini and the imperialists had their way in Abyssinia and Spain and
crushed internal fascist dissent. In Britain, Belgium and France national
coalitions contrived to preserve national cohesion by moderate reforms
and by withstanding the extremists of left and right. The main international
organisations—the League of Nations, the Third (Communist) Inter-
national, even the Roman Catholic church—were unable to hold their
own against the powerful appeals of nationalist separatism. Already, in
the colonial world, movements of national independence and unification
were raising their heads—in India, the Far East, Africa (chs. x1, xm, xuI).
This overriding fact coloured all social changes, whether of structure and
fabric, or of working and purpose.

The commonest use to which the new wealth of society was put was, of
course, improvement in the standard of living of some or all sections of
the population. Both the extent and the incidence of better standards of
living are, however, difficult to assess, not least because no entirely
satisfactory test of ‘standard of living” has been devised. Real wages are
little guide in a rural society where a large part of personal or family
income is in kind; or in a highly developed welfare state where a large part
of real income takes the form of free or subsidised social services; or in a
period (as this was in many countries) when married women are in-
creasingly taking employment. Vital matters such as the general standard
of housing and the kinds of food customarily eaten must enter into
any comparison of standards of living in different countries, or even in
one country at different times. So, too, the frequency of unemployment
or of underemployment, and the degree of security against sickness and
old age, are important components of any realistic criterion of well-being.
Above all, since a standard of living is of no use without life itself, such
data as the infant death-rate and expectation of life are useful indications
of the medical services available, conditions of housing and nutrition,
and the amount of human suffering endured.?

1 Infant death-rate is the number of infants, per thousand born alive, who die during the

first year of life. The expectation of life is the average age to which a person is likely to live
if the death-rate of the year when he or she was born remains unchanged.
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Measured by the tests of vital statistics, the United Kingdom made
great and steady progress. In 1900-2, infants under one year old died at
the rate of 142 per thousand; in 1920-2 at the average annual rate of 82;
in 1930-2 at the rate of 67; in 19389 at the rate of 54.! By the same test
France made equally rapid progress but at a lower standard. Her infant
death rate averaged 161 per thousand in 1896-1900; 97 in 1920-4; 80 in
1930—4; and 71 in 1935-9. Although it was as high as 112 again in the
critical year 1943, it more than halved (to 52) in 1950. In both countries
the most striking improvement came after 1945. In the United Kingdom
it fell from 49 in 1945 to only 31 in 1950. In 1950 Sweden, with only 21
per thousand, could claim the lowest infant mortality rate in the world.
In most European countries it at least halved during the first half of the
century, and dropped especially markedly between 1930 and 1950.

Similar improvements in the general expectation of life occurred during
the period. Within the hundred years, 1850-1950, western civilisation
added a full generation to the average length of life. In a number of the
more advanced countries, during the fifty years before 1900, the expecta-
tion of life increased by about 2 years each decade; during the fifty years
after 1900 increase was accelerated to about 33—4 years each decade. Asa
result, and as some index of this new tenacity of life, the population of
Europe excluding Russia grew from roughly 310 to 396 millions between
1900 and 1950. In this way Europe continued into the twentieth century,
though with diminished momentum, its remarkable propensity to grow
in population, despite declines in some national birth-rates and despite the
heavy losses and dislocations of two world wars.

It was industrialisation, world trade, and improvement in methods of
agriculture and transport that made it possible to maintain this increased
population on a generally improving standard of living. Because the speed
and the extent of industrialisation and the use of more scientific methods
of production varied from one country to another, there remained wide
disparities in their average standards of life: differences almost as great as
those between European and non-European countries. In Spain the ex-
pectation of life at the age of one year in 1940 (524 for males, 588 for
females) was still lower than that in France had been in 1900: and the
infant mortality rate of Rumania in 1940 (188 per thousand) was about
the same level as that of France a century before, and higher than that of
India in 1940. In 1948 the Department of Economic Affairs of the United
Nations surveyed differences in European standards of living and at-
tempted to assess them comparatively in terms of the national income
per head of the population in 1938, computed in terms of United States
dollars. The range was as wide as from Great Britain (378) and the
Netherlands (367) to France (236), Italy (127) and Greece (80). Regionally
the range was highest in north-western Europe (362) and second highest in

Y Annual Abstract of Statistics, no. 94, p. 35.
4 19 NCMI2
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western Europe (262), with a sharp drop in central and north-eastern
countries (132) and south and south-eastern including Italy (89). Before the
second world war changes in the standard of living of Europeans had thus
followed the familar regionalised pattern.!

Beyond such indications few valid generalisations can be made, save
that broadly (though unevenly) there was notable improvement in physical
health and length of life, and a general advance in the material well-being
of the masses. This improvement included a general shortening of the
working day and the working week, and even a contraction of the working
life brought about by the tendency to raise the school-leaving age and to
introduce a conventional age for retirement and superannuation. But
material betterment was uneven for many diverse reasons. Whereas the
large-scale migrations of the early decades improved both the standards
of living of the migrants and the conditions of trade available to those
who remained in Europe, the scale of migration overseas shrank con-
siderably in the decades after 1914. In the Soviet Union under the first
Five-Year Plan, and in the ‘people’s democracies’ of eastern Europe after
1945, deliberate emphasis on capital investment for expanding heavy
industry, at the expense of agriculture and immediate consumer goods,
kept down the standard of living. Everywhere heavy expenditure on
armed forces and armaments competed with consumer demands in the
great dilemma of ‘guns or butter’.

If wealth was more abundant, property was more insecure. The half-
century was studded with wars, revolutions, and economic crises, each
of which in turn wrought havoc with the previous distribution of wealth
and social structure. The first world war brought the collapse of the old
dynastic empires of Austria-Hungary, Turkey and Russia. This collapse
involved the overthrow of much of the aristocracy and landed nobility.
Throughout eastern Europe the old order went down in the violence of
war and revolution. Within Russia, after the Bolshevik Revolution, land,
factories, property of all kinds were confiscated. Power and control of
wealth fell to new ruling cadres of party and state. In Germany land-
owners joined with the army and the new industrialists to retain political
and economic power in their own hands; or, as in Hungary, they stemmed
the tide of revolution by violent reaction. The great currency crash in
Germany in 1923 ruined the bulk of the middle and rentier classes, and
effected social upheaval at a level at which it had been evaded in 1919.
During the world economic crisis of 1929-32 bankruptcies and mass
unemployment brought ruin to many who had previously known pros-
perity. After 1933 the National Socialist régime confiscated the property
of Jews and all who fell victim to the charge of political opposition. After
1939 the process was extended to all German-occupied territories. It

1 Economic Survey of Europe in 1948, Department of Economic Affairs, United Nations
(1949), p. 235.
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was reversed by the post-war governments, who attacked collaborators
and those who had profited from national misfortunes. In eastern
Europe the new communist régimes after 1945 repeated much of the story
of Russia after 1917. Meanwhile both world wars, and the political and
racial persecutions of the inter-war and post-war years, resulted in a vast
uprooting of millions of displaced persons and refugees who were left
homeless and often destitute.

Which social classes gained or lost most by these upheavals it is difficult
to determine. It is probable that the peasantry, still the substructure of
much of Europe’s economy, on balance gained from the changes. In
eastern Europe they gained more land. The economic depression of the
1920s provoked government assistance for agriculture, greater mechanisa-
tion and more intensive cultivation. The 1930s were a period of steadily
rising food production, and by 1939 agriculture was in a healthy state in
most countries on the continent. The upheavals of war, German occu-
pation, and liberation were accompanied by a steep decline in production
and often by hunger and starvation. But except in the battle-areas these
upheavals tended to hit urban rather than rural populations, and the
strenuous efforts made, with American help, to restore European pros-
perity after the war brought a quick return to pre-war levels of production.
The world shortage of food after the war meant high prices, official sub-
sidies and encouragement, and frequently (as in France) a positive raising
of the standards of living of the peasant above pre-war levels.

Landowners, though suffering less from inflation than the middle
classes and less from currency collapse than the rentier class, suffered
more from drastic confiscations. Industrialists, traders and shippers suf-
fered from the world economic depression and from war-time confisca-
tions, controls, and destruction. During the profound social revolution
which occurred in Germany between 1923 and 1933, members of the
middle classes whose incomes derived from salaries, pensions, small shops
and businesses, the rental of real estate or interest on bonds or mortgages
were usually reduced to great poverty. Meanwhile others gained: debtors,
employers on a large scale, speculative investors, and farmers who,
because they paid a fixed rent or owned their land, could benefit from
rising prices. Industrial and agricultural workers, and many black-coated
workers, suffered most acutely from mass unemployment during the
world economic crisis. In most countries there appeared a persistent and
growing army of unemployed. In Germany it approached 5 millions in
1930 and exceeded 6 millions by the beginning of 1932. In Great Britain
it numbered 2 millions at certain times during 1921 and 1922, and reached
nearly 3 millions in the years 1931-3. No European country suffered
from mass unemployment more than Germany. France, being less depen-
dent on foreign trade for her national prosperity, suffered less and later
than either Germany or Britain.
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Human anxieties, deprivations and destitution were the other side of
the coin to the new abundance which modern technology made available to
Europe. Amid plenty, poverty seemed more intolerable. This helps to
explain the intensity and universality of the demand that the state should
provide greater social security and undertake a more systematic redistribu-
tion of wealth, Repeatedly the normal hierarchy of wealth was violently
upset. The divorce of economics from politics, which had underlain mid-
nineteenth-century doctrines of laissez faire and free trade, could not
survive such experiences. From the years before 1914 derived a more
insistent demand for ‘social justice’, and with it a repertoire of devices by
which greater social justice might be attained. The adoption and extension
of these measures was, accordingly, a further main aspect of social change
in this period.

The demand for social justice involved several interlocked procedures.
It meant, first, completing that democratic revolution of the previous
century which had moved towards universal suffrage and the extension of
civic liberties and rights to all citizens. It meant, secondly, achieving
greater social equality: an attack on extremes of wealth and poverty, a
concern for greater equality of opportunity in education and for careers
open to talents. It meant, thirdly, greater social security: protecting the
individual and the family against the hazards and vicissitudes of an indus-
trial society and an unstable world economy; providing safeguards against
the poverty that could come from sickness or disability of the wage-earner,
from periodic or chronic unemployment, from old age. It meant, finally,
a new code of behaviour between different communities: extending self-
government and civic rights to colonial peoples; co-operating with other
nations in a rich variety of international bodies for promoting higher
standards of living everywhere. So intense and so persistent was the
general demand for greater social justice that by 1950 every European
government was committed to such measures. The old division between
economic and political activity was totally abandoned, and every state
was engaged in implementing programmes of social security, economic
regulation, and full employment. That intimate reciprocal relationship
between state and society, government and nation, which was the outcome
of both nationalism and democracy in the nineteenth century, was ela-
borated and carried very much further in the first half of the twentieth.

By 1900 most states of western Europe had either established universal
suffrage or were approaching it. All Frenchmen of 21 and over had had
the vote since 1870; all men in Germany since 1871, in Switzerland since
1874, in Belgium since 1893, in the Netherlands since 1896, in Norway
since 1898. Although the minimum age varied the principle was generally
accepted. Universal male suffrage was introduced in Sweden and Austria
in 1907, Turkey in 1908, Italy in 1912. In Finland and Norway even
women gained the vote in 1907. After 1918 the fashion for democratic
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government prevailed, and all the new states of Europe adopted democratic
constitutions with universal suffrage. In 1918 women over 30 gained the
vote in the United Kingdom; in 1919 women over 20 gained it in the
German Republic. Turkey enfranchised women in 1934. By 1950 equal
female suffrage became general throughout Europe. It was attained in
Russia in 1918, in Britain in 1928, France in 1945, Italy in 1946, Belgium
in 1948; and Switzerland remained the only outstanding exception. The
general acceptance of equal political rights for both sexes had far-reaching
but somewhat incalculable effects on representative government. It
usually more than doubled the size of the electorate within a single genera-
tion. It compelled political parties to compete for the female vote in a
way which may partly explain enthusiasm for systems of pensions for the
widowed and aged, national health services and family allowances. The
new electoral pressure of women reinforced other tendencies promoting
the Welfare State.

The social revolution of twentieth-century Europe, which in most coun-
tries resulted in a new status for women, went much deeper in its causes
than the agitation for female suffrage and much wider in its consequences
than the extension of electorates. It was closely linked with the demo-
cratic ideal of equality, which emphasised the basic claim of every human
being to equal civil and political rights. It was also part of a more com-
prehensive change of outlook in social life. This came with the decline
in the infant mortality rate which freed women from the burden of fre-
quent pregnancies; with more scientific facilities for birth-control and
the fashion for smaller families; with opportunities for the employment
of women (including married women) in offices, factories, restaurants
and retail stores; with the extension of popular education to girls as well
as boys; with a general demand for greater leisure and comfort. In Britain
the average number of children per family was over five in the 1870s, three
or four around 1900, but about two in the 19208 and 1930s. With the
growing demand for female labour in factories and offices, domestic
servants became more scarce, but the demand for them also declined. As
housewives, women found their drudgery diminished by a host of labour-
saving devices and by more abundant supplies of cheap soap, cheap
furnishing materials, and more modern homes. Women in Britain and in
some European countries supplied a large additional labour force in both
world wars. Less economic subservience to their fathers or husbands made
them more independent in spirit, more assertive of legal and social rights
which legislatures, increasingly anxious to satisfy the demands of the new
female electorates, readily granted. In the whole process cause and effect
were usually indistinguishable. Again the change varied greatly in extent
from one country to another, and it was discontinuous. The proportion of
women in paid employment in France was less in 1926 than it had been
in 1906. Female emancipation was often resisted by the influence of the
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Roman church. The dictatorships of the inter-war years, especially the
German, discouraged it and tried to raise the birth-rate and force women
back into the kitchen and the nursery. In deference to this policy, the
National Socialist régime in Germany failed to mobilise women for the
war effort as thoroughly as did Great Britain.!

The eventual outcome in most countries, however, was a far-reaching
transformation in the status and condition of women and of the most
important single unit of social life, the family. What Professor Titmuss
could claim for Britain of the 1950s was coming to be true, in varying
degrees, of women in most European countries:

. ..it would seem that the typical working-class mother of the 1890s, married in her
teens or early twenties and experiencing ten pregnancies, spent about fifteen years in
a state of pregnancy and in nursing a child for the first year of its life. She was
tied, for this period of time, to the wheel of childbearing. Today, for the typical
motbher, the time so spent would be about four years. A reduction of such magnitude
in only two generations in the time devoted to childbearing represents nothing less
than a revolutionary enlargement of freedom for women brought about by the
power to control their own fertility.?

Moreover a woman aged 45 in 1931 could expect, on average, to live to
the age of 73: in the 1890s she could have expected to live only to the age
of 67. It may therefore be claimed that ‘what these changes mean is that
by the time the typical mother of today has virtually completed the cycle
of motherhood she still has practically half her total life expectancy to
live. . .For the generality of women in most societies of which we have
any reliable records this is a new situation. ™

Sociologists are agreed that the family in these years underwent two
important changes, though they disagree considerably about the signifi-
cance of the changes. One was that the ‘nuclear family’ of parents-and-
children became somewhat more important than the ‘extended family’ or
‘kinship’. This happened chiefly because of the movements of population
already noted, which for many destroyed the old bonds of neighbourhood
and physical proximity, and because of the greater mobility and oppor-
tunities of labour in a modern industrial system. The other was that the
nuclear family itself underwent important modifications because of the
mother taking jobs and enjoying more personal freedom, its smaller size,
and the growth of leisure. In general, it may be said that the family at all
social levels became a more co-operative and less authoritarian community,
more independent of the wider ‘kinship’ of grandparents, uncles and
aunts, more likely to own specific property (the family house, the family

1 The number of women employed in the German civilian labour force actually declined
by about a quarter of a million during the first two years of war, and fell from 14,636,000
on 31 May 1939 to 14,437,000 three years later (see Hitler’s Europe, ed. Arnold Toynbee
and Veronica M. Toynbee, Royal Institute of International Affairs (1954), pp. 8, 226 and

234).
2 R. M. Titmuss, Essays on e Welfare State’ (1958), p. 91. 1bid. p. 93.
M. Ti ys on ‘ The Welfc " (1958). p. 9 * Ibid. p
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car) and to act as a separate group (the family holiday). This independence
was in some ways buttressed by social services, giving in times of need
support that was once given by the kinship, and through family allowances
increasing the family’s resources in some proportion to its responsibilities.

One feature of the history of the family in twentieth-century society
calls for special emphasis. The major changes in its role and character
have come about unintentionally as consequential effects of economic and
social trends or world events, rather than as the results of deliberate
policies or political enactments. The transformation brought about by
industrialisation, population movements, improved standards of living
and leisure has already been mentioned. In Germany and Britain in the
’twenties traditional parental authority was probably weakened more by
mass unemployment, producing conditions in which the father might
cease to be the family wage-earner, than by any legislative enactments. The
two world wars caused more fundamental upheavals in family life than
any events other than the world economic slump. British statistics of
divorce, for example, show a steady low incidence of divorce from the
beginning of the century until around 1918, when it sharply increased;
then the incidence declined, though not to pre-war level, and remained
steady until just before 1939; it increased again sharply until 1947, after
which it again declined. Although other factors, including changes in the
law such as the Matrimonial Causes Act of 1937, must be taken into
account, it appears that wars are probably the greatest single cause of
increased incidence of divorce.!

On the other hand, strenuously pursued governmental policies in-
tended to change the habits or functioning of family life have con-
spicuously failed. Mussolini’s efforts to boost the Italian family and the
birth-rate proved to be powerless against the general European trend of
the later "twenties and early ’thirties towards lower birth-rates: and on
this point fascist propaganda and inducements were backed up by clerical
exhortations. Although Italy’s population increased, from about 32
millions at the beginning of the century to roughly 37 millions in 1922 and
nearly 43 millions in 1936, the increase was due neither to more marriages
nor to a higher birth-rate. The rate of births actually fell from 327
per thousand in 1901-5 to 29-5 per thousand in 1922-5 and then to 237
in 1938. In 1938 Italy’s net reproduction rate (1-131) was lower than that
of the Netherlands, Spain, Portugal or even Bulgaria. The experience of
the Soviet Union gave yet more dramatic evidence that even totalitarian
régimes are relatively powerless against deep-rooted human habits and
attitudes. After the revolution Bolshevik policy (though contrary to
Lenin’s own inclinations) was completely hostile to family life. Divorce
was made easy, however often it was sought, birth-control and abortion

! See Grisclda Rowntree and Norman H. Carrier, ‘The Resort to Divorce in England
and Wales, 1858-1957, in Population Studies, XL, no. 3 (March 1958).
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were encouraged, all former external compulsions designed to preserve
the family were abolished. For a few years, at least in the cities, family
life seemed to have been shattered. But in the country at large the
mass of the Russian people continued to fall in love, get married, raise
children and build homes for their families. From 1936 onwards the
Soviet government reversed its policy, lauded the family, reimposed
external compulsions, and condemned ‘free love and disorder in sexual
life’ as signs of bourgeois decadence.! An official policy which may more
plausibly be claimed to have succeeded is the French system of family
benefits and allowances, instituted in the form of a requirement of
contributions from all employers in 1932, and elaborated in 1939 into a
Code de la Famille. As implemented during and after the war the main
purpose was to strengthen the family and boost the birth-rate. French
birth-rates did, in fact, rise sharply after the war, and the contrast with
pre-war trends was so sharp that many attributed the change to the
generous system of family allowances and privileges since then granted
to parents of large families. But even this is doubtful, and proof either way
is virtually impossible.? By the time the rise in birth-rate became evident
the system was not only incorporated into the still wider system of
Sécurité sociale of 1945, but French society and social attitudes were
undergoing the drastic upheavals of post-war reconstruction. Similar
situations existed in other liberated countries.

Likewise, as regards housing, surprisingly few major states have a
good record of successful policies. In many places slum-clearance and the
building of workers’ flats or of new housing estates were accomplished,
but on a national scale such measures were seldom adequate to the basic
problems. Urban and suburban development too often took place un-
planned and without regard to the community’s long-term interests. The
second world war gave impetus to more radical rethinking of these
problems by shattering many urban areas and imposing the need for
systematic rebuilding.

Two ways in which governmental measures impinged much more
decisively and significantly on social change were in the provision of free
public education, and in the adoption of comprehensive systems of what,
following the United States example of 1935, came to be called ‘social
security’. Such activities were common to democracies and dictatorships,
and to both capitalist and communist régimes, and everywhere they
became normal major activities of the modern state.

Already, by 1914, all Europe was being sent to school. Free compulsory
education, at least at the primary level, was accepted as the normal or

! See Sir John Maynard, The Russian Peasant and other Studies (1942 ;1962 ed.), pp. 521-5;
Maurice Hindus, Mother Russia (1943). A law of July 1944 consolidated the new official

attitude to the family, motherhood and parental authority.
* Cf. Laurence Wylie in France: Change and Tradition (1963), p. 191.
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desirable arrangement in most countries. In France instruction had been
free in all state primary schools since 1881, and compulsory for all
children between the ages of 6 and 13 since 1882. In England a law of 1870
empowered local school boards to require attendance at primary schools;
in 1881 compulsion became general, and ten years later elementary educa-
tion became free. Comparable measures were passed during the same
decades or earlier in most countries of north-western Europe, so that
after 1900 their peoples were becoming increasingly literate. During the
twentieth century literacy was similarly promoted in the Soviet Union
after 1917, in Turkey under Mustafa Kemal, and throughout southern
and eastern Europe, though often without complete success. In Portugal
in 1950 more than 40 per cent of the population over the age of seven
could not read or write; in Bulgaria in 1946 nearly a quarter of the whole
population was illiterate.

The increase of literacy everywhere was accompanied by a great develop-
ment of secondary and technical education and by expansion of university
education. The number of pupils at French lycées and colléges doubled in
the forty years before 1937: those going on to higher education much more
than doubled. In Britain the Board of Education came into being in 1900,
and the Act of 1902 prepared the way for a rapid growth of secondary
education under central stimulus. This in turn generated a demand for
the expansion of higher education. The Education Acts of 1918 and 1944
went far towards providing a complete system of national education,
though British universities expanded more slowly than most. The number
of students at British universities less than doubled in the forty years
before 1939. The University of Wales was formed in 1903 and six new
English universities were founded, at Birmingham (1900), Liverpool
(1903), Leeds (1904), Sheffield (1905), Bristol (1909) and Reading (1926).
In several other countries these years saw establishment of new univer-
sities. The Portuguese universities of Lisbon and Oporto were founded in
1911. In 1924 new Italian universities were founded at Bari, Florence,
Milan and Trieste, and in 1944 at Salerno. The Danish um'versity of
Aarhus was founded in 1928, the Norwegian university of Bergen in 1946,
but by that date many countries including Britain were beginning a new
phase of rapid expansion of higher education and learning. The Soviet
Union between 1917 and 1941 increased the number of its colleges and
universities from 90 to 782.

In many countries, notably France, Germany, Italy and Belgium, this
rapid expansion of state-provided or state-aided public education involved
conflict between the state and the church, which had previously been the
chief provider of education. This conflict was particularly acute where the
Roman Catholic church predominated, and in France it precipitated the
separation of church from state in 1905. In such countries the education
provided in state schools and in teachers’ training colleges was usually
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positivist and secular, imbued with a strong spirit of anti-clericalism.
A similar conflict revived under the dictatorships, which strove to in-
doctrinate the whole youth of the nation with their own secular ideologies.
It recurred from time to time in the democracies, as in Britain after the
Act of 1902, and in Alsace and Lorraine after their return to France in
1919.

These triumphs of liberal democracy in Europe were accompanied by
a fundamental challenge to it. Even in the first decade of the century it
became apparent that the developments already described might in aggre-
gate move in either of two possible directions. They might tend, as liberal
democrats expected and believed, towards the creation of a well-informed
and thoughtful public opinion, seeking to use the power of the vote
critically and reasonably, and in conformity with democratic ideals as
these had been inherited from the rationalist democratic movement of the
late eighteenth century. Or they might move in the direction of mass
emotion, the subjection of public opinion to the power of propaganda,
and the manipulation of the irrational impulses inherent in crowds and
mobs. Popular education, movements for adult education,® the more
responsible sections of the press and the provision of free libraries en-
couraged the tendency towards thoughtfulness and responsibility. Com-
mercial advertising eager to capture the rising purchasing-power of the
working classes, the sensational press made cheap by the support of
advertisers, the more aggressive movements of nationalism, encouraged
the contrary forces of irrationalism and mass excitement. Before 1914
it was clear that the second tendency was at least as probable and inherent
an outcome of the new democracy as the first. Social theorists like Gustave
Le Bon in France and Graham Wallas in England explored these questions
with apprehension.2 Popular hysteria and violence of feeling, such as
were induced in Britain by the Boer War, in France by the Dreyfus Case,
in Germany by the agitation for colonial and naval expansion, and in the
United States by the Spanish~American War, revealed something of the
capacities for violence endemic in the urban, nationalist and more literate
societies of 1900.

What was new after 1900 was not human susceptibility to the arts of
persuasion and propaganda. Great leaders in all ages had shown how
opinion could be moulded. The popular associations of the nineteenth
century had discovered all the arts of mass-agitation. Nor was it novel

! In Britain the universities of Cambridge, Oxford and London began extra-mural
activities in the 1870s: the Workers’ Educational Association was founded in 1903, its
Swedish counterpart in 1908, and the French universités populaires between 1899 and 1903.
The famous Danish People’s High Schools dated from as early as 1844.

2 Gustave Le Bon's Psychologie des foules appeared in 1895, Graham Wallas’s Human
Nature in Politics in 1908. Psychologists like William McDougall and sociologists like

Gabriel Tarde developed, in the years before 1914, the more scientific study of social
behaviour which then continued to make headway throughout the period.
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for nationalist pride and aggression to capture popular enthusiasm. The
novelties were the exposure of semi-literate urban populations to more
intense and sustained pressure from propagandists of business and press,
and the enhanced importance of the reactions of these populations be-
cause of universal suffrage, state activity and international tensions. The
immense physical and emotional strains imposed by the four years of the
first world war were quickly followed by the further expansion of media
of mass persuasion in the form of the cinema, the radio, and large public
meetings made possible by electrical amplification. Between the two wars
it seemed that democracy had merely made the world safe for dictatorship.
The monolithic parties of Soviet Russia, Fascist Italy, National-Socialist
Germany, and their counterparts in some other states, seized and kept
power by skilful manipulation of all the latest means for exploiting the
irrational, pathological impulses of men and women in modern society.
These forces, more harmlessly expressed by fashion, the hero-worship of
sports favourites and film-stars, and the phenomena of song-crazes and
best-selling novels, came to be harnessed to politics and (as in the propa-
ganda which accompanied the Five-Year Plans in the Soviet Union) to
economics. By 1950 television opened up still further possibilities of the
same kind: and even in the most stable parliamentary democracies
electioneering by film, radio and television became no less important than
electioneering by poster, press and public meeting.!

States that were becoming increasingly democratic in structure and
spirit also became providers of social services. Here, too, a certain pattern
had been inherited from the later nineteenth century. By 1914 every Euro-
pean country outside Russia and the Balkans had relatively well-developed
codes of factory and labour legislation. In the 1880s Bismarck had
introduced legislation which equipped Germany with a comprehensive
national system of social insurance against sickness, accident, and in-
capacity in old age, and in 1911 it was codified and extended to various
classes of non-industrial workers, such as agricultural labourers and
domestic servants. By 1913 some 144 million people were thus insured,
and codes of factory legislation and of child labour were added. Germany’s
neighbours, impressed by these measures, were quick to imitate them in
whole or in part. In 1911 the United Kingdom introduced its first
National Insurance Act, setting up a contributory scheme insuring a large
part of the working population against sickness, providing for free medical
attention, and insuring some categories of workers against unemployment.
Belgium and Denmark, like Britain, imitated Germany’s scheme of in-
surance against accident, sickness, and old age. Austria introduced
accident and sickness insurance in the 1880s, Italy and Switzerland in the

! See R.B. McCallum and A. Readman, The British General Election of 1945 (1947),
ch. vii; H. G. Nicholas, The British General Election of 1950 (1951), ¢h. Vi,
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1890s. In these years, too, Britain, France, Norway, Spain and the
Netherlands passed legislation which obliged employers to compensate
their workers for accidents which occurred during work. France introduced
compulsory social insurance only in 1928. This expansion of state
responsibility for the safety and well-being of its citizens, combined with
the urbanisation of much of European society, brought about a general
overhaul of local government and administration. By 1914 democratised
and active municipal governments had endowed Europe with a great new
equipment of public utility services of sanitation, water, gas, electricity and
transport, and of hospitals, markets, laundries, slaughter-houses, labour
exchanges, museums, recreation grounds, parks, libraries, schools, and
all the other amenities of modern urban life,

The increased activities of government, both national and local, called
for new fiscal policies. Until after 1871 direct income tax had been a
device almost peculiar to Great Britain. With electorates of consumers
indirect taxes became unpopular, and progressive direct taxation, scientifi-
cally assessed and collected in proportion to income or wealth, came into
favour. In his budget of 1909 Mr Lloyd George included the whole gamut
of fiscal devices which had been evolving in Britain for some years: heavy
duties on tobacco and liquor, heavier death-duties on personal estates,
which had first been introduced by Sir William Harcourt in 1894, graded
and heavier income tax, an additional ‘super-tax’ on incomes above a
fairly high level, a duty of 20 per cent on the unearned increment of land-
values, and a charge on the capital value of undeveloped land and minerals.
During the 1890s, pari passu with the great expansion of governmental
expenditures on armaments as well as on social services, Germany and
her component states, as well as Italy, Austria, Norway, and Spain, all
introduced or steepened systems of income tax. French governments
repeatedly shied away from it, though they resorted to progressive death
duties in 1901, and it was 1917 before a not very satisfactory system of
income tax was introduced. The great fiscal burdens of war accustomed
people to heavier taxation. In 1920 the French ambassador, M. Paul
Cambon, could remark to Mr Churchill: ‘In the twenty years I have been
here I have witnessed an English Revolution more profound and searching
than the French Revolution itself. The governing class have been almost
entirely deprived of political power and to a very large extent of their
property and estates; and this has been accomplished almost impercep-
tibly and without the loss of a single life.”* If M. Cambon was exag-
gerating in 1920, he was perceptively prophetic, for his description became
substantially true after the second world war. Already in 1937 it was
calculated that 5 or 6 per cent of the national income was being redistri-
buted from rich to poor.

A landmark in the history of social security in Europe was the Report on

! Winston S. Churchill, My Early Years (1930; new ed. 1947), p. 90.
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Social Insurance and Allied Services published by Lord Beveridge in 1942.
It won wide international acceptance as a social creed for the post-war
world, even when the methods he proposed were unacceptable. It found
fullest embodiment in the British National Insurance Act of 1946, the
National Health Service Act of the same year, and the National Assistance
Act of 1948, all passed by the Labour government. These measures unified
the previous systems of insurance against sickness, disability, unemploy-
ment and old age into a national scheme of social security organised by
the state, though leaving room for further voluntary provision; extended
universally the provision of free medical and dental services; and ended
the old poor law. A system of family allowances, also advocated in the
Beveridge Report, was instituted in 1946; and on a much more lavish
scale in France in 1945-6, as part of its General Scheme of Social Security.
Comparable provisions had existed in Spain since 1939, and were insti-
tuted in Belgium in 1944 and Norway in 1946. Social security, the notion
of public protection for the individual and the family against sickness,
poverty, unemployment, squalor and ignorance, ‘from the cradle to the
grave’, was the social ideal generated by the bitter experiences of the
inter-war years. :

These aims involved not only the provision of minimal social services
such as public education, health services and old-age pensions, but the
adoption by governments of a policy of ‘full employment’. This policy
was designed to forestall and prevent, by measures of currency and trade
regulation and public investment programmes, a return of unemployment
on a massive scale. Without full employment it was unlikely that social
services could be maintained. It was now widely accepted in Europe
that extremes of wealth and poverty should be avoided; that whilst
national standards of living depended largely on world trade, the average
standard of living in any country should be maintained at as high a level
as possible by deliberate state action and regulation. The whole climate
of opinion was completely changed from that of 1900, which outside
Germany had distrusted state action. In most countries of eastern Europe
more drastic policies of collectivisation were followed by the Communist
governments which held power after the second world war.

Within the general pattern of promoting social welfare and security by
state action and provision of social services, differences of circumstances
and of emphasis left distinctive marks on each country’s arrangements.
Thus the French system was dominated by demographic policy, and used
its family allowances and health provision to encourage large families.
So did the Spanish system instituted after the civil war. The British
system, being dominated much more by the problem of unemployment,
gave priority to ensuring security for the worker against being out of
work, ill or disabled, to the extent that even old age pensions came to be
administered as, in part, an extension of unemployment relief and
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assistance. The Soviet system was so little concerned about demographic
problems that in 1936 state aid was given to mothers only on the birth
of the seventh child. In 1944, as part of the policy of reinforcing family
life, it was made available on the birth of the third child. The Soviet
Union, however, was much concerned from 1931 onwards with greater
productivity, and aimed to give stronger incentives and higher rewards for
skilled workers and for intensive work. Accordingly social benefits were
made highly individual, and depended on such factors as length of service
in one place and on levels of skill and of production. The United States
Social Security Act of 1935 likewise envisaged widely differentiated
benefits according to previous levels of income of the recipient, rather
than a system of flat benefits or minimum subsistence needs, as in Britain.
It was concerned to guarantee economic security rather than ‘social
security’. General werld trends, as usually happened, assumed strong
nationalistic colouring,

In most countries the general increase in national income, and the
larger share of it enjoyed as personal incomes by the middle and the
working classes, were reflected in mounting expenditure on amenities and
luxuries. Coupled with greater leisure, greater affluence produced im-
portant changes in social habits and in economic structure. The whole
structure of industry and business, especially of the distributive trades,
was affected by the expansion of popular demand for consumer goods.
Standardisation of products, qualities and packaging become more com-
mon. Multiple stores multiplied, though so did small shops. The American
firm of Woolworth extended its mass-selling techniques to Britain in 1910
and to Germany in 1927. The French and other western nations then
evolved comparable chain-stores, Prisunic and Monoprix appearing
during the ’thirties. The departmental store originated in France and in
the United States, whence it came to England by the turn of the century
and spread after Gordon Selfridge opened his store in London in 1906.
Meanwhile, too, the system of paying for goods on credit, by means of an
initial payment and regular instalments, oddly called in England *hire
purchase’, brought the more costly domestic goods such as furniture,
vacuum cleaners, refrigerators and radio within the grasp of working-class
homes.

Expenditure on luxuries inevitably increased in most western countries,
and among the wealthy in eastern countries: on alcohol and tobacco,
confectionery and entertainment, gambling and sports. The silent film
became the most popular of all entertainments in the twenties, making
Charles Chaplin a world figure. It gave way from 1929 onwards to the
‘talking film’, and even countries with a low standard of living came to be
lavishly equipped with cinemas, whilst in large towns they became more
palatial ‘super-cinemas’. By 1937 British cinema-goers were spending
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£40 million a year. Italy had some 9,000 cinemas with seating accommoda-
tion for 34 million people; Spain nearly 4,000 with seats for 2 millions.
Dancing became morebroadly popular, especiallyamong young people,and
from Europe Britainimported the palaisde danse, rivallingin its garishness of
style (though not in extreme popularity) the equally ‘palatial’ new
cinemas. The growth of commercialised sport of all kinds, together with
new facilities for betting and gambling, produced such novelties as racing
greyhounds after a mechanical hare (begun at Manchester in 1926), the
totalisator for horse-race betting (introduced into England in 1928) and,
leading favourite of mass gambling in the ’thirties, the football pools. By
1937 as much was spent on the pools in Britain as on cinema-going: after
the war, much more was so spent, as new forms of mass entertainment
dethroned the cinema from its inter-war supremacy.

The insatiable appetite of the masses for spectacular entertainment,
exceeding even that for sensational news, led to two of the most significant
phenomena of twentieth-century society: the popular press and the cult of
sport. Their parallel and often interconnected growth emphasises several
intrinsic features of social change: the immense importance of ‘ publicity’
in modern society, the inherent tendency to commercialise all activities
which have a mass interest, the pervasive force of politics in society,
and the nationalistic, even chauvinistic, potentialities of all mass appeals.

In several ways it was France which led the way in the establishment of a
popular daily press in Europe on the scale achieved in the twentieth
century. In 1905 Le Petit Parisien sold 1,200,000 copies, and taken to-
gether it and Le Petit Journal, Le Journal, Le Matin and L’Echo de Paris
reached some 5§ million readers. The most popular daily press in Britain
(as distinct from the Sunday press, which had always set the pace in mass
circulations) did not achieve so large a public until the 1930s, and then
did so by high-pressure salesmanship stunts, such as free insurance and
free gifts for ‘registered readers’. The German press was more avowedly
political and more fragmented: in 1914 the Social Democrats alone had
110 daily newspapers whose total circulation was nearly 13 million. The
Italian press was normally of less importance, either socially or politically,
though the northern cities had a few influential daily papers. The modern
press with a mass circulation depends on a combination of several
different factors: a modern technology of cheap and quick rotary printing;
a speedy and efficient news-collecting service; almost universal literacy;
organisation for speedy distribution over virtually the whole country; and
—a crucial factor—a very substantial revenue from commercial advertis-
ing. The latter alone made it possible to sell papers cheaply enough for any
working man to afford to buy his own copy. The modern newspaper is at
once the product and the main vehicle of mass publicity.

Existing mainly on this basis, however, most of Europe’s popular
press, as well as much of its less commercialised and less popular press, was
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strongly political in attitude or even in ownership. In France there was a
powerful tradition, from the first, that most papers were avowedly
favourable to a political party or, at least, to the left, centre or right arcs
of the political hemicycle: and leading politicians, a Clemenceau, Jaures
or Blum, came to be identified with the editing and writing of particular
papers and journals. In Britain, too, popular papers were identified with a
particular hue of politics or, as with the Northcliffe and Beaverbrook
press, with the political views of the press baron who owned them. In
Germany, Italy, Spain and most other countries similar affiliations grew
up, even when mass circulations were clearly achieved by appealing to
interests remote from politics, such as sporting news and comment and
magazine features designed for women or children. The mass press,
thriving most on sensational news and crises of acute national concern,
usually tended also to be chauvinistic, presenting events abroad in a tone
of excitement or alarm, handling issues of foreign policy from a patriotic
man-in-the-street’s point of view. During the competition in armaments
before 1914, the more sensational press in each country kept alive the
mood of alarm and fear which supported the arms race.

The evolution of sport showed precisely similar characteristics. It, too,
changed from a selective social activity to a mass spectacle and a highly
commercialised entertainment. Attendance of large crowds at sporting
events was made possible by the erection of large modern stadia with
electrical amplification and flood-lighting. The first modern Olympic
Games were held in Athens in 1896, the Davis Cup was donated in 1900,
the World Cup was first conceived in Paris in 1904, the Tour de France
dated from 1903, the French Grand Prix from 1902, the Tourist Trophy
Race from 1905. It was around the turn of the century that national and
international tournaments of this kind came into fashion, and the vogue
spread to practically all other sporting activities. With the internal com-
bustion engine speed became a new challenge on land and sea and in the
air. When so much money was involved sport became highly commercial-
ised, for ‘ promotion’ on so large a scale required investment of large sums.

It also, therefore, became highly professionalised. Efforts of the Inter-
national Olympic Committee and of many separate national associations
to preserve ‘amateur status’ led to considerable snobbery, hypocrisy,
absurdity, recurrent controversy, and eventual failure. In the 1920s
Mr John Kelly could not win the Diamond Sculls because he was a
bricklayer, and so was disqualified as a ‘manual worker’: yet he won
Olympic titles and became a millionaire, and his daughter, later made
famous as a film-star, married Prince Rainier of Monaco. Records were so
continually broken that nobody could sensibly compete without becoming
so dedicated a trainee as to be in effect a ‘pro’. Sport, and the attendant
habit of betting, became so prevalent that none of the mass media could
ignore it. News-reel films, radio programmes, as well as the press,
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necessarily devoted considerable attention to it. Special sporting papers,
and professional sports correspondents and commentators, came into
existence; sports champions rivalled film-stars as popular idols. Women
claimed a place of eminence in certain sports, as in other social activities.
As entertainment for the crowd sport might be a leisure-time occupation;
for the most publicised participants it early ceased to be a pastime.

The last quarter of the nineteenth century, which saw the expansion of
European civilisation throughout the world, saw also the propagation of
European games throughout the world, especially by the British. Cricket
did not catch on in the United States or Denmark, but football, lawn
tennis and golf proved to be transplantable, most of all football. It has been
suggested that mass attraction to sport reflects peculiar psychological needs
of an industrial urban society.

It is chiefly through sport (at any rate in peace time) that male industrial workers
can submerge themselves, if only as roaring spectators, in the communal will that
“their’ team, the group with which they are identified, should win. . .It is possible to
see the teams as organic communities, to let the imagination follow and endlessly
discuss the fortunes alike of the group and of its component heroes, who provide a
vicarious contact with the wild, the unforeseen, the forces of Nature. . .1t is signifi-
cant that the word ‘style’ is used of these activities, as of all the arts; a pointer to-
wards the fact that sport should in truth be recognised as the folk art of industrial
communities in particular and of urban society in general.!

Certainly sport in its mass forms serves well the ends of nationalism.
The originator of the Olympic Games, the Baron de Coubertin, planned
that only individual performers should win: it soon became the custom to
speak of America, England or Russia ‘winning’ certain events. This was
largely due to the sporting press, which depicted it in such terms to the
public of each country. The alleged ‘internationalism’ of sport has
therefore usually involved contests between national teams, however
‘friendly’, rather than between individuals divorced from any national
context. It is no coincidence that the modern dictators invariably utilised
sport as a vehicle of propaganda, to aggrandise themselves and their states
at the expense of others: nor that sports stadia, with the susceptible mass
audience prepared by community singing, parades, bands and the other
trappings of sporting spectacles, became the favourite setting for party
rallies, whether of the National Socialists in Germany or of the Communist
party in Russia. That the sporting prowess of a few individuals out of
many millions should be regarded as evidence of national virility and
strength would be itself merely idiotic, were it not that the most powerful
modern governments have assumed responsibility for choosing, training
and financing national teams to win international contests. Governments
and public opinion have been persuaded that pride, prestige and influence

1 Renée Haynes in A. Natan (ed.), Sport and Society : A Symposium (1958), pp. 60~1.
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are at stake in such contests. This could hardly have come to pass had not
major national events become a folk ritual: as evidenced in the English
Cup Finalritual at Wembley with the crowd reverently singing Abide with
me, and the tendency for all such occasions to become as stylised as is
bull-fighting in Spain. Here, perhaps, is the final comment on the trans-
formation of social life in the twentieth century. Equally manifest in
societies of east and west, of fascism and communism, democracy and
dictatorship, capitalism and socialism, here is a trend which transcends all
regional, national and ideological differences, becduse it combines irresist-
ibly the strongest commercial, political, social and cultural tendencies of
the age.
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CHAPTER 11}

THE WORLD ECONOMY:
INTERDEPENDENCE AND PLANNING

during the first half of the twentieth century, so many vicissitudes

of fortune both for national communities and for social groups
within them, that long before the outbreak of the second world war in
1939 it was clear that there could be no return to the theory and practice
of international economic interdependence as both were understood in
the world before the outbreak of the first world war in 1914. Although
subsequent changes since 1939—and more particularly since 1950—have
in some respects been even more drastic, there was such a sharp contrastin
experience between the world before 1914 and the world after 1914 that
contemporaries found it difficult to adapt themselves to new circumstances
or to meet the challenge of new problems.

Before 1914, important economic changes, like the growth of the in-
dustrial power of the United States or the development of new technologies
based on steel and electricity, took place within a system of specialisation
which did not change as a whole: mutability in particulars seemed to be
consistent with general stability. After 1918, serious maladjustments in the
internal economies of the European countries, along with boom and
slump of unprecedented dimensions in the United States, involved such
dislocations and shocks to the international economy that there was a
tendency to idealise the state of affairs before the debacle. At the same
time critics were emerging who pointed to serious limitations and short-
comings. There were certainly substantial divergences of experience be-
tween different countries and between different years in the period before
the outbreak of the first world war;! and while it is true that there then
‘existed a much more closely-knit world community than today. . .only a
very small part of the world belonged to it, as it excluded the larger part of
mankind’.2

Such new interpretation takes into the reckoning the development of
new economies, the emergence of new states and the expression of new
aspirations; it also rests on an evaluation not only of the mechanisms of
economic interdependence but of the forces making for ‘ planning’ within
and across econemies. ‘Interdependence’ and °‘planning’, indeed, are

T HERE were so many changes in economic structure and relationships

! S. Kuznets, Capital in the American Economy (Princeton, 1961); W. A. Lewis and
P.J. O’Leary, ‘Secular Swings in Production and Trade, 1870-1913° (The Manchester School
of Economic and Social Studies, vol. XX11I, 1955).

* G. Myrdal, Beyond the Welfare State (London, 1958), p. 103.
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twentieth-century themes which sometimes look to be completely separate
and at other moments of time seem to converge. In the gloomy aftermath
of the first world war, one of the outstanding economists of the 1920s and
1930s,J. M. Keynes, whose views on the possibilities of conscious economic
control were radically to reshape economic policies after 1939, dwelt in
retrospect both on the ‘interdependence’ and the ‘automatism’ of the
pre-1914 system. In a well-known passage he wrote eloquently in 1920
of the ‘extraordinary episode in the economic progress of man’ that came
to an end in 1914. Before 1914

the inhabitant of London could order by telephone, sipping his morning tea in
bed, the various products of the whole earth, in such quantity as he might see fit, and
reasonably expect their early delivery upon his doorstep; he could at the same
moment and by the same means venture his wealth in the natural resources and new
-enterprises of any quarter of the world, and share, without execution or even trouble,
in their prospective fruits and advantages. . . He could secure forthwith, if he wished
it, cheap and comfortable means of transit to any country or climate, without pass-
port or other formality, could despatch his servant to the neighbouring office of a
bank for such supply of the precious metals as might seem convenient, and could
then proceed abroad to foreign quarters without knowledge of their religion,
language or customs, bearing coined wealth upon his person, and would consider
himself greatly aggrieved and much surprised at the least interference. But, most
important of all, he regarded this state of affairs as normal, certain and permanent,
except in the direction of further improvements, and any deviation from it as
aberrant, scandalous, and avoidable.!

Keynes appreciated without admiring. There was no nostalgia in his
approach, for he also went out of his way to stress ‘the intensely unusual,
unreliable, temporary nature of the economic organisation’ by which
western Europe lived. Others, like theinfluential British Cunliffe Committee
of 1918, which recommended that the overriding aim of British economic
policy in the post-1918 world should be to return to the gold standard at
the pre-war parity, overlooked many of the factors which Keynes took
into account in his analysis. So too did most informed ‘orthodox’
opinion. Implicit in Keynes’s analysis were many fundamental questions
about the pre-1914 ‘system’. Which inhabitants of London behaved or
could behave in this way? Why did some areas of the world outside
Europe remain undeveloped? What was the price of ‘dependency’,
particularly for primary producing countries? If all deviations from the
system were thought to be ‘avoidable’, what of the fluctuations within it,
some of which were socially as well as economically disturbing, not least
in the ‘advanced’ countries? Was it sufficient to ‘blame’ the war, an
exogenous factor, for all the strains and tensions that arose after it? Did
not the change in the strategic position of Britain, around which late
nineteenth-century international trade was organised, begin well before

1 J. M. Keynes, The Economic Consequences of the Peace (London, 1920), p. I0.
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1914, as did the growth of the United States economy, so that war, at
most, accelerated processes which were already traceable? Some of these
questions were already being asked before 1939, a few of them by critics
of the ‘system’ even before 1914; others have been asked—in differ-
ent tones of voice—since the second world war produced not only
new dislocations but new approaches to the best way of dealing with
them.

What is beyond dispute is that the international economy before 1914
was a product of nineteenth-century experience: it was unique as well as
mortal.! It rested on the continuing growth of population in Europe; the
free migration overseas in increasing quantities of bothmenand capital; the
spread of machine industry mainly in western Europe but also, after 1870,
in the United States and Japan; the development of an intricate network
of communications, banking and insurance services; and the expansion,
through specialisation, of multilateral trade. The combination of these
forces, each with its own history, accounted for the special economic
characteristics of the period from the late nineteenth century to 1914. It
was in the late eighteenth century that the United Kingdom had initiated
some of these changes, thereby securing a lead which later turned into a
handicap, and it was in the last quarter of the nineteenth century that other
countries, following different paths, ‘caught up’ or went ahead.? Germany,
in particular, after its unification in 1871, began to challenge the United
Kingdom as the principal industrial power in Europe. Russia, the
population of which rose from 77 million in 1870 to 111 million in 1914,
had its first industrial revolution during the 189os—with improved
communications, particularly railways, playing a crucial role. The Euro-
pean railway network as a whole increased from 140,000 miles in 1890 to
213,000 in 1914.

Although the birth rate in western European countries (except Holland)
was falling during the last quarter of the nineteenth century and the
largest proportionate population increases in the continent were taking
place in the less developed south and east, the more industrialised west
European countries took increasing advantage of the fact that they had
been able to concentrate capital and labour on relatively small amounts of
land with a high population density. Between 1900 and 1913 their
industrial production increased by about a half.® Their specialised in-
dustrial populations, living at a relatively high standard of life, called for
increasing supplies of food and raw materials which could only be ob-
tained by fostering the primary industries of overseas countries and by

1 See W. Ashworth, A Short History of the International Economy (London, 1962 ed.),
p-217-

® See A. Gerschenkron, Economic Backwardness in Historical Perspective (Cambridge,
Mass., 1962).

3 Organisation for Economic Co-operation and Development, Industrial Statistics,
1900-1962 (Paris, 1964).
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creating new transport services to move their products. During the last
twenty years of the nineteenth century huge new regions of primary
production were opened up—on a much greater scale than ever before—
some of them dealing in new products, like rubber (Malaya and the
Dutch East Indies), others in minerals and chemicals (Chile, Canada and
the Congo), in cereals (Canada and the Middle West), fruit (South
Africa), sugar (Cuba and Java) and meat (Australia, New Zealand and
Argentina). Offices in London or Hamburg or Rotterdam controlled
developments in Singapore or Shanghai or Santiago.

This was the geographical relationship; and in economic terms also the
industrialised countries, which drew on cheap overseas labour but sup-
plied the necessary capital and enterprise, found themselves able, in the
last twenty years of the century, to sell the products of their industry and
to buy primary products from overseas at very favourable terms of trade.
Between 1900 and 1914 the terms of trade moved in the opposite direction,
as the quantum of world trade in manufactured goods doubled while that
of primary products increased by only two-thirds. Yet so great was
European investment overseas in this period (about £350 million each
year) that the trend was on the way to being reversed again as war broke
out. This, then, was a world economy in which Europe was at the centre of
economic power; and within Europe three countries—the United King-
dom, Germany and France—accounted in 1913 for more than seven-
tenths of Europe’s manufacturing capacity. In an age of coal and steel
technology, these three powers produced 93 per cent of Europe’s coal,
78 per cent of Europe’s steel and 8o per cent of Europe’s machinery.!

The United States had a far higher annual growth rate from 1870 to
1913 (43 per cent) than the United Kingdom (22 per cent), Germany
(2-9 per cent from 1871) or France (1-6 per cent), and had moved ahead of
Europe both in the mechanisation of agriculture and in the output of coal
(producing 42 per cent of the world’s supply), steel (41 per cent), and
manufactures. Yet, because of its huge and expanding home market, it
played a far smaller part than Europe in international trade. Sixty per cent
of world exports of manufactured articles originated from the three leading
European countries in 1913, and in the United Kingdom, in particular,
the structure and organisation of industry—like the organisation of the
money and capital markets—were geared to world trade. The British
textiles industry, with its overseas sources of supply and its large overseas
markets, was bigger than that of France and Germany combined, and
Japanese competition had not as yet undermined its confidence. London—

1 For these and other figures, see and compare League of Nations, Industrialization and
Foreign Trade (Geneva, 1945); L Svennilson, Growth and Stagnation in the European
Economy (Geneva, 1954); C. Clark, The Conditions of Economic Progress (3rd ed. London,
1957); R. Nurkse, Patterns of Trade and Development (Uppsala, 1959); A. Maddison,

Economic Growth in the West (New York, 1964); and A. Maizels, Industrial Growth and
World Trade (Cambridge, 1963).

40

Cambridge Histories Online © Cambridge University Press, 2008



THE WORLD ECONOMY

to a far greater extent than Paris or Berlin—was a world financial centre
more than it was a national investment centre. Moreover, the services
which it provided were dependent on a far more extensive trade than that
which concerned the United Kingdom alone, either as an importer or an
exporter, or the ‘formal’ Empire based on London. The financial in-
stitutions of ‘the City’ had world-wide connections, and supplied long-
term capital through the new issues market and short-term capital through
the bill market. Sterling acted as a common trade currency, and the cheap-
ness and security of London’s financial services encouraged regular and
expanding international dealings.

Although it was becoming clear to far-sighted observers that the
world’s economic future would be determined in large measure by what
happened in the United States, Europe still seemed to be firmly placed at
the centre of international society. Even the great growth of American
population was still being fed by large-scale immigration from Europe:
eight and three-quarter million immigrants, indeed, entered the United
States from Europe in the decade from 1900 to 1910, a majority of them
from the south and east of Europe. These ‘uprooted outsiders’ were laying
the foundations of a new society: they were also providing the manpower
for a new economy, with a high rate of growth of output per head of
population, higher wages and shorter working hours than in Europe, and
more emphasis on new industries and on consumer goods. Yet neither the
transformation of American life under fierce business pressure nor the
industrial development of Japan under political direction—the number
of Japanese machine looms increased from 19,000 to 123,000 in the decade
before 1914—overshadowed Europe’s role.

Again, it was possible to see in partial perspectives at the time what can
now be seen clearly in retrospect—that over a long period the share of the
United Kingdom in expanding world trade was declining (19 per cent in
the years 1880-5; 14 per cent in the years 1911-13); that its position in
certain export markets—South America, for example—was weakening in
face of United States competition; that its industrial activity depended too
much on ‘traditional’ nineteenth-century staples; that in steel as well asin
‘new industries’ its rivals were already ahead, with Germany, which
gained greatly after 1871 from the acquisition of the ores of Lorraine,
producing double Britain’s output; that the decline in its agriculture
(duringa period of European agricultural development) entailed a huge and
irreducible import bill for food; that, in short, its balance of payments
position was vulnerable and its viability and resilience were in doubt.
While there were enormous capital exports during the decade before 1914,
payments for imports were always greater than current earnings from the

- sale of both goods and services. The long-term prosperity of the United
Kingdom obviously depended heavily on the possibility of maintaining a
- large and growing income from interest payments overseas and on the
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rapid exploitation of new territories. Even had there been no war between
1914 and 1918 to diminish the United Kingdom’s foreign assets, it is
likely that the collapse of the pre-1914 boom would have had serious
effects on the structure of the world economy.

Yet it is dangerous to exaggerate. In relation to the world economy
before 1914, it was the United Kingdom which acted, in another phrase of
Keynes, as ‘the conductor of the orchestra’.! Some of its ‘weaknesses’,
indeed, assisted the smooth running of the system. As the world’s largest
creditor country, the United Kingdom did not exploit its position to
accumulate such large stocks of gold that it could drain the resources of
other countries within the gold standard system. The payments transfers
it managed—with the minimum of fuss—always allowed debts incurred
by other countries in one area to be cancelled by credits earned-in other
areas. In this way, economic benefits were widely diffused and frictions
reduced. The key equations of multilateralism were that the United King-
dom itself had a credit balance in its dealings with the primary producing
countries, and that they settled their balance of indebtedness by an export
surplus to the continental industrial countries and to the United States.
The continental countries in their turn financed import surpluses with the
primary producing countries and with the United States by export
surpluses to the United Kingdom.

It was less the existence of the monetary mechanism of the gold standard
or the ‘rules’ by which it operated than those conditions in which it was
applied which maintained, although then never perfectly, world stability
before 1914. Bank of England gold reserves rose from the mid-189os,
and there was a margin of comfort. Small countries were able to rest
content, therefore, with keeping their rates of exchange around par in
relation to London and not concerning themselves too much with the
details of the functioning of an international financial system.? As far as
capital was concerned, while political considerations influenced the volume
and direction of both French and German capital movements, no political
obstacles were ever placed in the way of free export of capital from London:
in the seven years before 1914, for example, £600 million of British capital
was provided for the construction of railways in countries, whatever their
political system, which supplied Britain with foodstuffs and raw materials.
Throughout the early years of the twentieth century, indeed, the United
Kingdom annually invested a sum almost equivalent to the total current
receipts in interest and dividends which it earned from accumulated
overseas holdings of capital.®

1 J. M. Keynes, Treatise on Money (London, 1930), vol. 11, p. 307.

* R. S, Sayers, Bank of England Operation, 1890-1914 (Oxford, 1930); P.B. Whale,
‘The Working of the Pre-War Gold Standard’, reprinted in T. S. Ashton and R. S. Sayers
(eds.), Papers in English Monetary History (Oxford, 1953).

3 For details see A. K. Cairncross, Home and Foreign Investment, 1870-191 3 (Cambridge,
1953).
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Free movements of capital, stable exchange rates, and the ‘legal order’
provided by the gold standard (some, not only Englishmen, came to think
of it as a moral order) facilitated international commodity trade. In that
trade also, the special features of the United Kingdom position, including
its ‘weak’ features, facilitated multilateralism, The United Kingdom’s
dependence on imports—in 1913, 63 per cent of its imports came from
outside Europe—gave a fillip both to development and to trade; and
within Europe itself not only did a number of European countries, like
Denmark, look naturally towards London, but Germany, the United
Kingdom’s main industrial rival, was also a major source of supply of
manufactured materials, like chemicals and dyestuffs (as well as a good
customer for British products). Throughout the period before 1914 the
United Kingdom remained ‘dedicated’ to free trade, resisting all counter-
arguments alike, whether they were based on reciprocity, on the importance
of protecting threatened or new industries, on the need to increase
domestic employment, or on the appeal for imperial preference. It also
resisted pressure of vested interests, by falling back, usually fervently, on
what in the course of less than a century had become fundamental liberal
orthodoxy. In consequence, the free and open British market served by
experienced wholesalers, brokers and bankers, and untouched by politi-
cians, drew upon a large proportion of the world’s total exports of staples
and during business crises usually succeeded in absorbing all temporary
surpluses.

The conception of a ‘legal’ or ‘moral’ order behind this intricate pattern
of interdependence was challenged most articulately before 1914 at
moments of business recession, as in the years 1907-8, when there were
sharp downswings in the volume of economic activity and unemployment
rose.! The United Kingdom suffered more from these downswings than
Germany or France, and the United States, despite its more rapid rate of
growth than Europe, also had more violent recessions. It is possible,
however, to trace more persistent sources of discontent and disturbance.
The tacit assumptions on which the system of interdependence was based
concerned both the relationship of countries to each other and of govern-
ments to their peoples. The separation of economics and politics, reflected
in the limited extent to which politicians interfered with international
economic specialisation, depended largely upon the social framework
and social pressures inside their countries. Businessmen were a highly
organised group, even when pre-industrial values, inimical to ‘ acquisition’
or to ‘enterprise’, persisted in national cultures. Politicians constituted an
élite, even when they drew support from mass parties. Orthodox liberal
economic theory, although it was not universally accepted, rested on the

1 See W. L. Thorp, Business Annals (New York, 1926). Out of seventeen countries
examined by Thorp, fifteen experienced a recession in 1907/8.

43

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

independence of the market. The ‘dependence’ of Africa and Asia on
Europe was usually taken for granted.

Yet in the midst of this ‘interdependent’ world, there were forces
pulling in a different direction. Most governments before 1914 found it
increasingly necessary to interfere in economic relations both internally
and externally. There were some spheres of economic organisation, like
foreign investment, central banking and railways, which had important
and obvious political and strategic implications encouraging governments
to follow deliberate policies; there were also some governments which for
reasons of tradition or exigency actively set out to intervene in economic
processes. In consequence, while there was no attempt before 1914 to
plan economies as a whole, there were many attempts to plan within
economies or to regulate certain of their sectors. While there was no
direct formulation of national policies to secure and maintain full employ-
ment, there was a growing interest in budget policy as a means of social
adjustment. While quantitative import restrictions had not been developed,
tariffs were freely employed. While the United Kingdom stood firmly by
the principles of free trade, by 1900 45 per cent of its exports went to
protectionist countries, and some of these, like Germany, conceived of
tariffs as instruments of general national policy.

Thus, the historical origins of twentieth-century interventionism may be
discerned ‘in the interdependent pre-1914 world, and a conjunction of
forces, most of them deriving from nineteenth-century sources, was
responsible for the pattern of events. The first moves within economies
began with the uneasiness of some of the privileged and the attack of some
of the underprivileged on the inequalities of income distribution, the
impersonalism of market forces, the cycle of family poverty and the
conditions of industrial work. The extension of the suffrage was followed,
or in some cases anticipated, by popular demand for a shortened working
day and for increased social security. France, for instance, limited the
working day to ten hours in 1900 and the working week to six days in
1906; Austria, following long after the United Kingdom, introduced
factory inspectors in 1883 and a new industrial code in 1907. The victories
of liberal democracy, however limited they were, always encouraged
mass pressures. Some of their effects can be noted in the substitution of
government spending policies for those based on retrenchment finance.!
In 1908 Lloyd George could say that no one need be afraid of any
taxes being taken off in his time, and a year later Winston Churchill,
then a ‘new Liberal’, could declare that if he had to sum up the im-
mediate future of democratic politics in a single word he would choose
‘insurance’.

1 See, for example, A. T. Peacock and J. Wiseman, The Growth of Public Expenditure in

the United Kingdom (London, 1961); U. K. Hicks, British Public Finances, Their Structure
and Development, 1880-1952 (London, 1954).
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The early stages in the gradual transformation of Lassalle’s ‘night
watchman state’ into the twentieth-century ‘welfare state’ can be traced
in many parts of Europe before 1914. The motives, as usual, were mixed.
Traditionalist paternalism, suspicious of the consequences of the growth
of autonomous markets, might blend with progressive theories based on the
need to secure more equal citizenship. Social insurance might offer right-
wing groups the prospect of achieving political insurance. British insurance
was by no means the first of such ventures on the part of governments.
The German system of social insurance, inaugurated by Bismarck in 1881
and crowned in 1911 by the promulgation of a Workmen’s Insurance
Code of nearly 2,000 articles, the Reichsversicherungsordnung, began in
part as an attempt to ‘save’ the German working classes from ‘the siren
song of socialism’. By 1914 there were more or less elaborate and compre-
hensive social insurance systems in the United Kingdom, France, Belgium,
Holland, Italy, Denmark, Austria, Norway, Sweden ard Switzerland.
Social insurance was the spearhead of spending policy, even when it was
financed out of contributions rather than directly from taxes, and when it
was accompanied by the growth of ‘trade boards’ and the introduction of
‘labour exchanges’ it implied increasing state concern with the functioning
of the labour market.

Yet if some moves towards greater interventionism within economies
came from the demands of the underprivileged, others came from
business circles themselves. The demand for protection was universal in
the years from 1890 to 1914, although whether or not or to what extent it
was conceded depended on local circumstances. A Swiss referendum in
1891 produced a vote in favour of higher duties; Swedish farmers secured
a return to protection in their country in 1894; and in 1897 the German
emperor suggested to Tsar Nicholas II, with no success, a general Euro-
pean Customs Union to protect Europe against United States competi-
tion. Everywhere economic rivalries—inside countries as well as between
them—encouraged the imposition of tariffs. In some ‘new countries’—
Australia, for example—the relationship between industrialisation, invest-
ment and protection (labour politicians supported all three) was being
underlined on party platforms. Tariffs, indeed, were conceived of in some
countries not only as concessions to vested interests but as symbols of
autonomy and as necessary instruments in the creation of national
systems of political economy, free from the taint of Manchesterthum.

Along with tariffs, in some countries at least, went cartels and business
concentration. While the United States produced trusts, like the United
States Steel Corporation (1901), huge business organisations pioneered by
‘titans’, who have subsequently been heralded as the true pace-makers of
planning, Germany produced market-sharing cartels, among them the
Rhenish-Westphalian Coal Syndicate, created in 1893 and controlling
half the coal production of the country, and the Srahlwerkverband,
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controlling almost the whole of steel production, in 1904. In France, where
small business remained strong, the Comité des Forges was virtually con-
trolled by six major firms. In all these cases big business was becoming a
*system of organised power’.! In the United States, by 1904, trusts con-
trolled two-fifths of the manufacturing capital of the country, while in
Germany there was a continuous line of development from private
cartellisation and government assistance given to cartels before 1914 down
to the ‘economic planning’ by the state (within a business framework) in
the 1930s. Before 1914 many German economists already conceived of
the state as the central regulator of the economic life of the community—
a fact duly noted by the American institutional economist, Thorstein
Veblen—and of business as the model of efficient organisation. During the
first world war, in Germany and in the United States, as elsewhere, includ-
ing the United Kingdom, state control had to be exercised through the
mediation of businessmen and business organisations, and Walter
Rathenau, who did much to build up the war-time economic apparatus of
Germany, is reported to have said that he learned all that he knew of
planned economy from his father, Emil, the managing director of the
Allgemeine Elektrizitits-Gesellschaft, founded in 1883. Walter Rathenau
was himself the director of at least sixty-eight business concerns.

It is necessary to trace one branch of the pedigree of ‘planning’ back
to such beginnings. While socialism remained a gospel, the so-called
socialisation of large-scale enterprise was already a fact. Economists have
noted the convergence of ‘capitalism’ and ‘socialism’ with a ‘twilight
zone’ of intermediate and transitional forms,? and as early as 1911 one of
them argued forcefully that the future of democracy depended upon its
success in dealing with the problems of public ownership and regulation.?
Certainly the growth of scale and the increasingly monopolistic structure
of industry led to increasing scepticism about the relevance of classical
theories of the market in twentieth-century conditions. It was clear that
such scepticism, along with dissatisfaction with private ownership coupled
with central control, would generate new schemes for control in the name
of the community.

A third pedigree of ‘planning’—through the discontents of dependent
or ‘colonial’ societies—cannot be clearly traced back before 1914, al-
though just as the socially and economically privileged within ‘advanced’

! R. A. Brady, Business as a System of Power (New York, 1943).

2 A. H. Hansen, Economic Stabilization in an Unbalanced World (New York, 1932),
P- 329. See also J. A. Schumpeter, Capitalism, Socialism and Democracy (4th ed. London,
1950); J. M. Keynes, The End of Laissez Faire (1924), reprinted in Essays in Persuasion
(London, 1931); A. Berle and G. Means, The Modern Corporation and Private Property
(New York, 1932).

* F. W. Taussig, Principles of Economics (London, 1911 ed.), vol. 11, p. 411.

1 Yet in 1906, after a bumper coffee crop, the state of S3o Paulo in Brazil decided to

buy back part of the crop, hold it off the market and dispose of it at a more favourable
season, an early example of ‘valorisation’.
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communities might sometimes anticipate criticisms which were later taken
up by mass movements, so inside ‘advanced’ countries the critique of
certain facets of ‘imperialism’, including its inequalities, was well de-
veloped by 1914. Critics in the United Kingdom, with the greatest and
richest of the pre-1914 overseas empires, were most vociferous and
influential, notably J. A. Hobson, whose Imperialism, later to be used by
Lenin, was published in 1904. Yet, although there was much discussion of
the statistics of ‘exploitation’ during the decade before 1914, and dramatic
‘facts’ relating to problem areas of development, like the Belgian Congo,
received much public attention, when war broke out in 1914 it was not in
any sense a war about ‘colonialism’ but rather ‘a civil war within the
partial world community of the rich nations’.!

During the belle époque of interdependence, the extent and timing of the
benefits gained by different overseas countries varied greatly. Indian
commerce greatly increased, for example, but Indian industry did not:
entrepdts were more likely to develop than factories. South Africa, with
its great mineral wealth and its relatively large white population, was
opened up faster than East Africa. Different countries had different
natural resources to offer—some in greater demand than others on the
world’s markets—and different social traditions, institutions and popula-
tions to encourage or inhibit adaptability and growth. The ‘impact’ of the
West could be disruptive, constructive or more usually, perhaps, both,
with the roads, railways, ports and harbours built during this period,
symbols of enterprise and often triumphs of contractors’ skill, remaining
as valuable economic assets on which subsequent independent economic
development might be based. The employment of Dutch capital in what is
now Indonesia or of American capital in the Philippines provided economic
foundations of this kind.

The one non-white country which made great independent economic
progress before 1914—Japan—reconciled old traditions and new tech-
niques, making use of elements of enterprise within the indigenous
historic structure (see below, ch. xm). Yet its path of growth had muchin
common with that followed earlier by western European countries. Sub-
stantial increases in the relative size of the labour force in manufacturing
were not accompanied at first by any big increase in productivity. This
was secured as machine production, deliberately copied from Europe,
became a matter of routine. Like the United Kingdom, Japan developed
its industrial system on the basis of exports of manufactured goods—this
was the ‘leading sector’ of its economy?*—and it was favoured in its
exploitation of new markets by the fact that the United Kingdom con-
tinued to pursue a policy of free trade. Textiles were the main export,

! Myrdal, Beyond the Welfare State, p. 109.

¢ See C. P. Kindleberger, Economic Development (New York, 1958) for models of develop-
ment through foreign trade.
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accounting for 32 per cent of Japan’s total exports in 1900 and in the more
variegated and advanced economy of 1913 for 30 per cent. Between these
same two years, imports of textiles into Japan fell from 20 per cent of total
imports to 5 per cent. The first world war did nothing in Japan to reverse
or to decelerate long-term economic trends : indeed, since it was essentially
a European war, it provided Japanese businessmen, like Japanese
politicians, with new opportunities.

In Europe, however, there was a violent break in the continuity of
economic development in 1914. The structure which had been built up
during the previous century and had seemed to reach its culmination in
the belle époque was destroyed for ever. That there was little recognition
in 1914 of the kind of bill that would have to be paid added to the horror
of paying it. At first, ‘business as usual’ was the slogan in 1914, and both
Germany and the United Kingdom thought primarily of capturing each
other’s markets. It was only when ‘knock-out blows’ proved an illusion
and the war settled down into a prolonged contest involving military
attrition that the extent of the break with the psychology and economics
of pre-1914 years began to be apparent. Another strain in the pedigree of
twentieth-century *planning’—planning for victory or for survival—can
be traced back to the years of naval blockade and of trench warfare, much
of it in the industrialised regions of Belgium and northern France. Once
economics became the controlling factor in war, economies had to be
controlled. The longer the war lasted, the more politicians found it
difficult to reconcile the objective of winning the war with that of main-
taining inviolate the autonomy of private business. Market mechanisms
could not operate unchecked. Yet the transition to controlled systems
was slow and hesitant, not usually the work of deliberate design, but
shaped by the pressures of tightening scarcity and the insatiable needs of
war production. Before 1914 there had been no detailed discussion, even
in Germany, of the special ‘ political economy of war’. By the time that the
war ended, however, administrators like Van Mollendorff were talking
about Planwirtschaft while businessmen were continuing to sigh for a
return to ‘normalcy’. During the last years of the war an impetus was
given to the demand for socialist planning, particularly when the more
autocratic of the pre-1914 empires began to collapse.

The same essential problems faced all the belligerents in 1914, although
recognition of their existence had to be forced on politicians by emer-
gencies and crises. Large-scale modern wars involve organising the full
employment of all available national resources, allocating them to various
producers not only in the right order of priority but also in the right
proportions at the right times, and in so arranging manpower, fiscal and
financial policies that real resources are transferred rapidly to the war
effort. All these implications of large-scale organised violence were less
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zlear in 1914 than they were in 1918, and less clear in 1918 than they were
in 1945. The first world war was full of surprises. The generals could not
end it quickly, the factories could not produce sufficient munitions,
sdivilians could not be neglected in the distribution of supplies, and
criteria for dealing with the financial problem bore no resemblance to pre-
war financial criteria. In trying to wrestle with these problems, govern-
ments faced all kinds of resistances, even resistances within their own
ranks from those committed to doctrines of free trade or individualism.
Although businessmen had to be associated with the framework of control
in most countries, the Politisierung of economic life was not received with
universal enthusiasm. A widely felt sentiment was expressed by Karl
Helfferich, the director of the Anatolian Railway and the Deutsche Bank,
when on being appointed to a new German economic department he
wrote that the office would understand its task better if it returned as soon
as possible to pre-war economic conditions.

It was Rathenau and not Helfferich who was most responsible for
planning the economy of war-time Germany, the first of the belligerents
to accept the challenge of full economic mobilisation. In August 1914
he was given extensive powers. As a result of his warnings about the
danger of a breakdown in supplies, the war materials department (Kriegs-
Rohstoff Abteilung) was set up in August 1914 to deal with conservation,
production of substitutes (Ersatz) and planned distribution. By the end of
the year, a whole range of technical offices for basic materials, such as
metals, timber and wool, was in being. Kriegswirtschaftsgesellschaften,
war-work agencies, acted as co-ordinating links between government and
business. In November 1916 all the various branches of centralised
authority were co-ordinated in a Supreme War Office (Oberster Kriegsam?),
ander the direct orders of General Groener, and in December a National
Service Law made all men between the ages of 17 and 60 liable to be
directed into the forces or the factories. The economic system now
operated as a whole under close central direction.

More important even than this new economic structure were the
attitudes it engendered. Rathenau himself claimed that the economic task
was no longer one for individuals but for the whole community. He
envisaged the war not so much as a battle between armies as a struggle
between economic rivals. The final issue in the war, indeed, was not the
victory or defeat of the German army, but the victory or defeat of the
German economy. If the result—through organisation—should be victory,
the task would be to go forward in peace as in war from private to collective
economy, Gemeinwirtschaft.

In the United Kingdom there were less articulate or clear-cut formula-
tions of new doctrines, although there was ample resort to new expedients.
Although many steps were taken to control the economy before the
political crises of December 1916, it was from that date onwards that key
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ministries like those of food and shipping began to function and the small
War Cabinet provided a compact agency for central co-ordination. The
War Cabinet reported that war, and especially the war events of 1917,
had brought about a transformation of the social and administrative
structure of the state, ‘much of which is bound to be permanent’.! The
process was cumulative. In the case of munitions, the War Office turned
down a proposal in October 1914 that the government sheuld take over
the big armament firms and run them as a branch of the public service, and
it was not until May 1915 that the Ministry of Munitions was created. In
the same month Albert Thomas was given a similar assignment in France.
The ministry faced difficult problems concerning priorities, allocations,
prices and employment, which it met by extending control both vertically
to cover raw materials supplies and horizontally to cover civilian needs as
well as military requirements. In the organisation of manpower machinery
devised in peace-time for different purposes—the labour exchange, for
example—was used to regulate manpower needs. In the organisation of
food supplies and shipping, steps were slow and less dramatic, but final
ramifications were wide. Market mechanisms could never have accomp-
lished what was urgent and necessary. The Ministry of Food, ‘sup-
pressing private enterprise completely, accomplished what private enter-
prise in this country could never have accomplished’.? The Ministry
of Shipping focused attention on the necessity for a national import
policy, which would provide for the needs of the economy as a whole.
Prom the questions raised and the answers tentatively given to them a
scheme of planning emerged. ‘Hundreds of improvisations originating
in shortages of sand-bags or shells or food, and the more fundamental
scarcities of shipping and manpower had fallen together into a pattern.
Very few people saw them as a pattern: fewer still saw the logic that
informed it.’s

That there was a pattern is best revealed by examining the experience
of the one belligerent which failed to build up a satisfactory machinery of
war-time planning—Russia. Within a few months of the outbreak of war
there was an acute shortage of guns and ammunition and insufficient
industrial potential (despite a great pre-war leap) to provide for current
military requirements. By the winter of 1916 economic disorganisation had
reached an advanced stage. In that year, despite increased war demand,
iron and steel production was down by 16 per cent and coal production
by 10 per cent on the 1914 figures. There was no manpower policy, and the
direction of 37 per cent of the Russian population to the army seriously
crippled what was already an inadequate industrial effort. The food
situation was disastrous. Although in 1916 the government adopted

1 Cmd. goos (1918).

2 W. H. Beveridge, British Food Control (1928), p. 338.
3 W. K. Hancock and M. M. Gowing, British War Economy (1949), p. 29.
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measures for controlling the grain trade and in March 1917 the new
régime proclaimed the grain trade a state monopoly, there were acute food
shortages, especially in the towns, and there was consequent severe
political discontent. By 1917 it was clear that no further measures taken
from the centre could be effective without a revolutionary impetus to
drive them forward. Allied planning efforts had depended above all else on
consent: planning in the revolutionary Russian situation would have to
depend on force. The solutions the Bolshevik revolutionaries worked out
for meeting problems of prolonged emergency and civil war were to have
an important influence on the history of planning during the post-war
years.

There was one other type of war-time planning which was important at
the time and is interesting in retrospect. To replace the multilateral
market systems of pre-war years, the Allies built up an extensive apparatus
of international economic co-operation. During the early stages of the
war an International Food Commission was set up in London in an
attempt to secure an orderly distribution of supplies instead of a com-
petitive scramble. Later developments included the evolution of two main
groups of commodity organisations, one under a Food Council and the
other under a Munitions Council. In addition, the Allied Maritime
Transport Council aimed at applying the same principles of shipping
pooling and allocation which had already been developed by the United
Kingdom. This Council became the hub of the Allied machine of economic
warfare. Yet such international planning involved no usurpation of the
distinctive responsibilities of separate national governments. ‘The inter-
national machine was not an external organisation based on delegated
authority. It was the national organisations linked together for inter-
national work, and themselves forming the instruments of that work.’!
When the machinery was destroyed in the holocaust of controls at the
end of the war, all that remained were the separate national economic
policies of the various individual states, and they were inevitably influenced
by demands from business interests anxious to abandon war-time planning
and in the words of the Journal Officiel in France, in December 1918, ‘to
re-establish freedom of business transactions with the utmost possible
rapidity’.

The result of such pressure after 1918 was a general movement against
planning. In the case of both the United Kingdom and Germany, the
governments during the war had captured the commanding heights of the
economy, although they had made little sustained attempt to limit profits
while they regulated production. When the war ended, the collective
purpose which had inspired the creation of the framework of control
disappeared. A brief post-war boom, lasting until 1920, and the sharp
contraction which followed it generated a conventional set of responses.

1 ). A, Salter, Allied Shipping Contrel (London, 1921), p. 179.
6 81 NCM 12
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The boom °‘stirred starved appetites to new and clamorous lite’;! the
slump destroyed the last vestiges of solidarity, forced conflicts between
labour and capital to the surface, and pushed all the relics of war-time
schemes into the melting pot. Some controls merely lapsed and nothing
was done to renew them; others were deliberately jettisoned. ‘ During the
war’, wrote the imperialist liberal Lord Milner, ‘a great deal of thought
and really useful labour had been devoted, not only by the Ministry of
Reconstruction, to making plans for the resumption of peaceful activities
on better lines than those to which we had been accustomed in the past.
In the disorganised scramble which began the moment the war was over,
all these plans went by the board.’? In the international field the United
States, with greatly enhanced economic power, exerted all its influence
behind the drive to abolish inter-Allied control of raw materials. ‘This
government’, wrote Herbert Hoover, ‘will not agree to any programme
that even looks like inter-Allied control of our resources after peace.’
The result was that not only did bodies like the Coal Control Department
in Britain and the consortiums in France disappear, but bodies like the
Allied Maritime Transport Council were dismantled. The disappearance
of the international agencies made the task of world reconstruction more
difficult. War conditions did not end with the end of hostilities, and
collective disorganisation still called for collective effort. The fact that it
was not forthcoming accentuated many of the problems of the next six
Or seven years.

If the machinery of planning was put out of action abruptly and
decisively, it did not disappear without leaving a trace. In many govern-
ments—and in all oppositions—there were people and groups in favour of
continued control of the economy. Mollendorff’s plans in Germany for
continued planning were abortive, but the constitution of the Weimar
Republic laid down a system of workers’ councils and economic councils
with a National Economic Council (Reichswirtschaftsrat) at the top of
the pyramid. Although the Council functioned only on a provisional
basis after it came into being in 1920, the idea which lay behind it remained
influential in Germany.* Gustav Stresemann, the outstanding figure in the
middle years of the Weimar Republic, was the former chief bureaucrat ofa
large industrial organisation. In France, where some attempt was made to
convert war machinery to peace-time purposes, so called ‘mixed enter-
prises’, partnerships of private and public capital, were created in the
1920s in industries like oil and petrol (the Compagnie Frangaise des
Pétroles), and a new bank, the Crédit National, set up to handle compensa-

! R. H. Tawney, ‘The Abolition of Economic Controls’ (Economic History Review,
vol. x111, 1943).

* Viscount Milner, Questions of the Hour (London, 1925), p. 24.

3 Quoted in A. Zimmern, The League of Nations and the Rule of Law (London, 1938),

p- 157.
4 See G. Stolper, German Economy, 1870-1940 (London, 1940).
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tion payments and reconstruction allowances, was given official power to
intervene in management.! A National Economic Council was created in
1924 to provide a forum for consultation between industrialists, workers
and consumers, and plans were prepared to develop ‘national equipment’
(outillage national) in 1926 and 1929.2

There was one other legacy of war-time experience. When it became
apparent that the world after 1918 was very different from that before
1914, the metaphors of war began to be revived and were employed in the
planning ‘campaigns’ of the 19208 and 1930s. In the Soviet Union,
massive by-product of Russian war dislocation, there continued to be
agrarian and industrial ‘fronts’, ‘battles’ of production, ‘brigade leaders’
in the collective farms and ‘shock’ workers in the factories. In fascist
Italy a ‘Battle of the Grain’ was proclaimed in 1925 ‘to free the Italian
people from the slavery of foreign bread’. In National Socialist Germany
a similar battle of agricultural production was announced in 1934 while
the Labour Front was substituting for the trade unions ‘a soldier-like
kernel’ of labour organisation and extolling the merits of compulsory
labour service. All these schemes attempted to re-create the community of
purpose and solidarity of interests which had made war-time planning
possible: some were directly associated, indeed, with preparation for new
warfare, for during the inter-war years memories of past war and thoughts
about future war frequently overlapped.

The effects of the first world war on the development of planning went
much farther, therefore, than the occasional continuity of institutions or
the rebirth of metaphors. The post-war world, despite the apparent revival
of multilateral trade between 1925 and 1929, was inherently unstable, and
economic relationships within it had changed drastically. Historians may
still argue about the extent to which the war itself was responsible for all
the subsequent shocks and confusions of the inter-war years, particularly
the Great Depression of 1929-32, the economic watershed of the
period. Yet the wastes of war inside Europe, the dislocation of resources,
the shifts of economic and geographical power outside Europe, the
psychological and political transformation inside and outside, the disturb-
ing financial consequences, both domestic and international, of the war
and of the peace settlement were all obvious between 1918 and 1925. And
even between 1925 and 1939, when it seemed that some aspects of the pre-
war system had been ‘restored’, there were strains which led on directly
to 1929 and 1931. While the effects of the war cannot be easily separated
from the effects of other contemporary changes—of population, for
example, or of technology—some, at least, of its direct consequences can

* A. Chazel and H. Poyet, L’économie mixte (Paris, 1963).

* For the significance of this see the official British report by R. Cahill, Economic Condi-
tions in France (London, 1934).
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be measured quantitatively. Moreover, it can be shown more generally,
using the analogy of a pendulum, that the dislocation created by the war
meant such a shock to the economic system that great swings followed,
the greatest of them that of the Great Depression, and continued through-
out the entire inter-war period.!

The wastes of war and the dislocation of resources had begun with man-
power. It has been calculated that Europe (excluding Russia) lost from
20 to 22 million people as a direct or indirect result of the war, 7 per cent
of its total population, and Russia about 28 millions, 18 per cent.?
Between 1880 and 1913 the annual increase in Europe’s population had
been 2:3 millions; between 1913 and 1920 total population actually fell
by 2 millions. During the same seven years, European manufacturing
output fell by 23 per cent, while across the Atlantic that of the United
States rose by 22 per cent.® European national incomes suffered too, and
the income per head in the three large industrial countries—the United
Kingdom, Germany and France—remained less in the mid-1920s than it
had been in 1913. Industrial unemployment was a permanent feature of
the economy, even when business revived. Agricultural production in
Germany and France was lower in the years 19248 than it had been in
1913, while the output of food and raw materials in Oceania and Asia
rose by 20 per cent between 1913 and 1925, in the United States and
Canada by 25 per cent and in Latin America and Africa by even more.
During the mid-1920s United States and Canadian grain production was
16-17 per cent more than the annual average of 1900-13. At the same
time, new raw materials, like oil, challenged old European raw materials,
like coal—crude oil output rose from 327 million barrels in 1910 to
688 million barrels in 1920 and 1,411 million barrels in 1930-—and it was
not until the late 1920s that coal output per man-shift in the United
Kingdom reached the pre-war figure.* All in all, it has been estimated in
straight economic terms that there was an eight-year setback to European
industrial development as a result of the war. In the period from 1881 to
1913 European manufacturing output had risen on an average by 31 per
cent each year. If this rate of increase had been maintained during the war,
the 1928 level of output would have been reached by 1921.°

Dislocation of resources was revealed at many points in the European
economic system—for example, in transport in the breakdown of the
European railway system and in the war-time over-expansion of the
shipping industry, which led to serious post-war depression—and in

1 Svennilson, Growth and Stagnation in the European Economy, p. 19. For the pendulum
analogy, see R. Frisch, ‘Propagation Problems and Impulse Problems in Dynamic Eco-
nomics’, in Economic Essays in Honour of Gustay Cassel (London, 1933).

® F. W. Notestein and others, The Future Population of Europe and the Soviet Union
(Geneva, 1944), ch. 1.

* Svennilson, op. cit. p. 18. 4 Ibid. pp. 44-5.

® W. A. Lewis, ‘World Population, Prices and Trade, 1870-1960° (The Manchester
School, vol. xx, 1952).
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excess capacity in iron and steel. The United Kingdom, in particular,
suffered from dislocation of its economic pattern, just as Russia, and, in
western Europe, France and Belgium, suffered most from direct damage;
and by 1918 the proportion of United Kingdom industrial production
which was exported overseas was little more than a half of what it had
been in 1913. Throughout the 1920s stagnation in British staple industries
caused serious concern to businessmen and governments alike, and there
were few compensating gains in new industries. In one of the key nineteenth-
century industries, textiles, closely geared to international trade, Japan
even succeeded in penetrating the British home market. There were other
kinds of dislocation or shift within the Furopean economic pattern,
notably in central and eastern Europe, where powerful large economic
units were broken up and the number of nation states multiplied. Whereas
before 1914 the population of Germany and Austro-Hungary taken to-
gether had substantially exceeded that of the United States, after 1919, of
the twenty-nine European states, only five had more than forty million
inhabitants and ten had less than five million. While market forces made
for continued economic interdependence, political forces were re-
emphasising the importance of sovereignty and of national frontiers. On
ten German finished goods in 1913, the Austro-Hungarian tariff had
amounted to 16-25 per cent. In Hungary in 1927 it was up to 34-54 per
cent, and in 1931 to 42-61 per cent. Further east, partly for reasons of
revenue raising, Rumania and Bulgaria built high tariff walls very
quickly after 1919.

Even more disturbing in the 1920s than dislocation of resources,
tariffs or the re-drawing of boundaries were internal inflation and a
changed international balance of debtor—creditor relationships. Internal
inflation—with prices rising from double to twenty times the pre-war
level——was a general phenomenon, arising out of huge war-time budget
deficits, which reached epidemic proportions first in central and eastern
Europe and then in Germany. The German collapse was particularly
serious. There were 250 German marks to the pound sterling in 1920—as
against 20 in 1914—and in the last months of 1921 there were 1,000. In
1922 the figure soared to 35,000, and in the early autumn of 1923 the
mark became worthless. Savings were wiped out, social relationships
were seriously disturbed—the experience of inflation was as disturbing for
large sections of the middle class as unemployment was for the workers—
and Germany’s capacity to pay reparations, a ‘War guilt’ payment on
which the Allies insisted as part of the peace settlement, had to be re-
viewed afresh. German financial collapse had been brought about not by
the demand for reparations payments but by deliberate lack of fiscal
‘responsibility. As a result of the collapse, however, the precarious
-relationships between reparations payments and war debts and between
the Allies and the United States had to be re-assessed.
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At the end of the war, all the European Allies were in debt to the United
States, and all the Allies, except the United States, were in debt to the
United Kingdom. Attempts by the United Kingdom in 1919 to have the
war debts cancelled and three years later internationally to reduce the
burden of debt proved unacceptable to both the United States and France;
and the related problem of debts and of reparations (the United States
refused to recognise the relationship) remained a major issue at inter-
national financial conferences until the 1930s.

Official debts and transactions arising out of them were only a part, if
too big a part, of the story. Beneath the surface there were even more
fundamental changes in international debtor—creditor relationships as a
result of the war. United Kingdom foreign investments had fallen by
15 per cent in value between 1914 and 1918, and although by 1929, after a
difficult struggle to restore the pre-war position, they had risen again
above the 1914 level, it seemed to many contemporaries that the frontiers
of investment had contracted and that a dangerous part of the long-term
lending had been financed out of vulnerable short-term funds attracted to
London from overseas. The City of London, still more interested in
international finance than in British industry, was far less strongly placed
internationally than it had been before 1914. In the meantime, the
United States had become both the world’s biggest creditor and its
biggest capital exporter, with American foreign investments rising from
about $2,000 million in 1913 to $15,000 million in 1930, 30 per cent of
them being located in Europe. This may well have been too high a
proportion: far less foreign investment moved into transport or into
productive enterprises in ‘undeveloped’ areas than had been the case
before 1914. ,

Equally serious, as far as Europe itself was concerned, dependence on
the United States had become a prop of the system. Just as it would have
been impossible to rehabilitate Europe without American assistance
immediately after the end of the war—when the American Relief Associa-
tion supplied food to the value of £291 million, only 29 per cent of which
was paid for in cash—so it would have been impossible for European
countries to pay either reparations or war debts, after 1923, without
American loans. German reparations payments under the Dawes Plan of
April 1923 (which brought the German financial crisis to an end) were met
out of American loans, with the net import of capital into Germany
during the period of the plan standing at between twice and three times
the amount of the reparations payments Germany was called upon to pay.
At the same time, limited German reparations payments to the ex-Allies
were used by them to pay their annual war debts to the United States.
‘Reparations and Inter-Allied debts’, wrote Keynes in 1926, ‘are being
mainly settled in paper and not in goods. The United States lends money
to Germany, Germany transfers its equivalent to the Allies, the Allies
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pass it back to the United States Government. Nothing real passes—no
one is a penny the worse.™

The continued existence of the circular flow depended on American
capital, and, although American lending was to prove more jerky and less
reliable than the pre-war British lending which had held the system to-
gether, the American economy seemed strong and resilient in the mid-
1920s. While the United Kingdom was passing through its far from easy
period of underemployment and industrial maladjustment, the United
States was galloping through a roaring boom which carried much further
the economic advances of the first world war, particularly in new in-
dustries with a future, like automobiles, rubber and electricity. Between
1925 and 1929 Europe also shared in much of the prosperity, as the
volume of international trade rose by nearly 20 per cent (because of
falling prices, only 5-5 per cent in value), with world production of food-
stuffs and raw materials increasing by 11 per cent and manufactures by
26 per cent. Effective international economic aid to Austria and to
Hungary, somewhat more sensible attitudes both to war debts and to
reparations, and a widespread ‘return to gold’ were other signs of what
optimists felt was genuine economic recovery. Sweden was the first of the
European countries to return to gold in 1924, but most important in
relation to the international economy was the United Kingdom’s return a
year later. (The move was strongly criticised by Keynes, who objected to a
‘return’ and looked for an alternative means of securing interdependence
built on management of ‘the actual system which had grown up half
haphazard since the war’.)? Belgium followed in 1927 and Italy in 1928.
Austria, Czechoslovakia, Estonia, Finland, Italy, Rumania and Yugo-
slavia adopted a gold exchange standard. Instead of holding gold as the
backing of their currencies, they held claims on gold standard countries
in the form of currency, bank deposits and securities. In such circum-
stances, the gold standard never quite operated in the classic form
orthodox financiers expected of it or claimed that it had operated before
1914, nor were ‘ordinary people brought up regularly against gold’ in
the form of coins as they had done before 1914. The system began to look
suspect. Any serious strain in ‘full’ gold standard countries was likely to
disturb gold exchange standard countries. Most countries had too small
a stock of gold in relation to their liabilities. The United Kingdom was
no longer in a position to ‘manage the international system’ on small
gold reserves, while France, which stabilised the franc in 1926, at a level
which undoubtedly upset competitive conditions in international trade,
accumulated more gold than it needed.

Some of these problems could easily be overlooked between 1925 and

! In the Nation and Athenaeum, 11 September 1926.

? See J. M. Keynes, The Economic Consequences of Mr Churchill (London, 1925). For a

contrasting view, see R. S. Sayers, ‘The Return to Gold’, in L. S. Pressnell (ed.), Studies in
the Industrial Revolution (L.ondon, 1960).
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1929, for if the existence of unemployment could not be ignored when
sets of regular statistics appeared (a by-product in some countries of
national insurance), it was often assumed to be a necessary feature of
the system. Hidden from most people’s view were the problems of the
relationship between ‘advanced’ and ‘ developing’ countries. Throughout
the 1920s, world prices of food and raw materials remained low in
relation to the prices of manufactured goods, yet there was a continuous
increase of production which led to the accumulation of heavy unsold
stocks. The world stock of wheat, for example, rose during the four ‘ good
years’ from 1925 to 1929 from around nine million tons to more than
twenty million tons. Other international commodities, like sugar or coffee,
which were produced in tropical countries as staple crops with low-
income labour, offered an extremely precarious livelihood to the large
number of individuals producing them. Dissatisfaction with the opera-
tions of the free commodity market was expressed most forcibly in the
1920s—and later in the 1930s—by monopolistic associations of pro-
ducers, who tried to hold up the price of Canadian wheat or Brazilian
coffee not by reducing output but by withdrawing or destroying stocks;
yet they often received the support of their governments, which feared
contraction of income from foreign trade, when they attempted, usually
in vain, to resist falls in personal incomes. A characteristic example was
the Stevenson scheme for the regulation of rubber prices put into effect in
1922 two years after the British Rubber Growers’ Association in Malaya
had decided to restrict output to cope with falling prices and one year
after the British government had ordered an official enquiry. The scheme
was dropped in 1928, to be succeeded six years later by an inter-govern-
mental scheme, involving the Dutch Empire also.

Expressions of the dissatisfaction of plantation workers with the
operations of the free market were less frequently heard in either colonial
or independent societies than the complaints of business interests. They
were less frequently heard, indeed, than the complaints of consumers in
‘advanced’ countries that whenever crops were destroyed there was, by a
social paradox, ‘poverty in the midst of plenty’. In fact, however, planta-
tion workers were doomed to poverty so long as the patterns of land use
and of farming and the whole economic structures of their countries
remained unchanged. ‘While statisticians juggled with figures for sugar
quotas’, it was noted in retrospect—and the note applied to many other
primary producing industries besides sugar—‘and while governments
juggled with beet subsidies, the real cost of the maladjustment in the
sugar market was measured by the sufferings of the Colonial workers
attached to the industry.” Social and economic problems were in-
extricably interconnected both in the primary producing countries and the
‘advanced’ countries. While primary producers, the more active they

t P. Lamartine Yates, Commodity Control (London, 1943), p. 53.
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were, received lower incomes in return for their efforts and could not
afford to buy manufactured goods, low-income consumers in ‘advanced’
countries, some of them unemployed, could not convert their wants into
effective demand. The fact that many of the manufactured goods being
produced were designed not for developing countries, but for the mass
markets of the developed countries, like the fact that much of the invest-
ment of the period did nothing to change basic economic or social
conditions in the developing countries represented in retrospect, at least,
a failure both of opportunity and of responsibility.

The main reasons why the nature of this set of problems was not fully
appreciated at the time were as much political as economic, although the
fact that most of the highly industrialised countries were able by obtaining
cheaper imports of food and raw materials to maintain, at least relatively,
a strong international economic position and that, despite unemployment,
the real income of their wage-earners increased, made it easier to ignore
general economic vistas and responsibilities, There was, indeed, much less
talk about this set of international economic issues than about the circle
of reparations and war debts.

Between 1929 and 1933 the collapse of the United States economy and
subsequently of many of the European economies provided more than
adequate preoccupations in themselves. The optimism of the years 1925-9
was abruptly shattered by the Wall Street crash of October 1929, reaching
a series of feverish climaxes on 24 October, ‘Black Thursday’; on
29 October, ‘the most devastating day in the history of the New York
Stock Market’ and possibly ‘the most devastating day in the history of all
markets’,! when The Times industrial index fell by 43 points; and on three
November days, the 11th, 12th and 13th, when the index fell by another
50 points. What began so dramatically was followed by the lingering
‘Great Depression’. The recall of American funds from Europe meant
not only a withdrawal of credit but that European banks had to meet
their obligations in gold. There were consequent failures both of nerve
and of institutional technique. The collapse became general, affecting men,
money and materials. Everywhere in Europe and in other economically
dependent parts of the world, like Australia and New Zealand, prices,
output and trade declined rapidly and steeply; unemployment rose to
alarming levels never before reached; international financial obligations
were repudiated ; and in most countries policy became concerned primarily
with insulating the national economy from the effects of world-wide
slump. Within a few months of the collapse it was difficult to realise that so
very recently optimists had been convinced that ‘the world as a whole’
was ‘advancing at an unprecedented pace to levels of prosperity never

1 ). K. Galbraith, The Great Crash (London, 1955), p. 105.
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before thought possible’ and in some cases predicting that the prosperity
would go on for ever.

The 1929 American crash was followed not only by persisting hard
times in the United States but less than two years later by financial collapse
in Europe. Large and disturbing movements of short-term capital, ‘hot
money’, had pressed dangerously on national reserves of gold and foreign
exchange, and in some cases capital had moved speculatively from
countries which needed it to countries which could not use it. The
Kreditanstalt in Austria was saved in March 1931 only by advances from
the Bank of International Settlements and foreign banks, including the
Bank of England. Later in the year the crisis moved to Germany, where
there had been both financial and political difficulties since 1928 despite a
generous reorganisation and reduction of reparation payments under the
Young Plan of 1929 which replaced the Dawes Plan. In June and July the
German Reichsbank was in an extremely precarious condition, even after
President Hoover of the United States proposed a one year moratorium on
reparation and war debt payments on 21 June. International action to
save Germany from financial collapse moved the crisis towards the United
Kingdom, where gold was leaving the country at the rate of £24 million a
day and reserves were becoming ominously low. The fall of the Labour
government in August 1931 and its replacement by a ‘National’ govern-
ment temporarily halted the withdrawals, but by late September
£200 million of gold had been lost in two months. On 21 September
Britain suspended the gold standard, the prelude to a general movement off
gold. By April 1932 twenty-three countries had followed Britain, and in
seventeen others the gold standard was virtually inoperative. The monetary
systems which had been so carefully and proudly rebuilt during the 1920s
had been swept away.

Yet preoccupation with the fortunes of gold was not the most serious
part of the story. The fall in prices was catastrophic. In the United States,
in the sick economy of the 1930s, the Bureau of Labour’s wholesale price
index fell from 100 in 1929 to 63 in March 1933, and in the United
Kingdom, which had not been a healthy economy even in the 1920s, the
Board of Trade’s index fell in the same period from 100 to 72. The prices
of primary products, on which the income of the poorer countries of the
world depended, fell even more sharply. The gold price of rubber in
January 1933 was only 13 per cent of what it had been in January 1929,
of wool 22 per cent, of silk 28 per cent, of copper 29 per cent, of cotton
34 per cent, of rice and coffee 41 per cent, of wheat 42 per cent and of
sugar 50 per cent. While there was a reduction in the output of minerals,
the volume of agricultural products did not fall, but the drastic drop
in incomes led to a serious privation and to a sharp contraction in
international trade. Between 1929 and the third quarter of 1932 the value

1 A. Salter, Recovery (London, 1932), pp. 22-3.
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of international trade shrank by more than 65 per cent, while the inter-
national trade of non-European countries fell to less than 30 per cent. In
all the main industrial countries there was a sharp fall of production, a
rise in unemployment, and a decline in exports. Taking 1929 as 100,
United States production in 1932 was 54, that of Germany 53 and that of
France 69. In Britain the figure was 84, but British exports in 1932 were
only 63 per cent of those of 1929. American exports stood at 53 per cent,
and French and German at 59 per cent.!

In such circumstances, there was recourse to many expedients and im-
provisations, some of them based on the simple maxim of sauve qui peut,
others on the equally simple maxim of ‘beggar my neighbour’. The
United Kingdom abandoned free trade as well as gold in 1932: by the
Import Duties Act a general 10 per cent tariff was introduced, with
protective duties on some manufactured goods of up to 331 per cent, and a
year later an attempt was made at Ottawa to form an empire ‘bloc’, the
main effect of which was to raise British tariffs on goods imported from
outside the Empire. For many countries traditional economic instruments,
like tariffs, seemed quite inadequate, and import quotas, control of
marketing of home-produced products, price determination and regula-
tion of capital investment and distribution were adopted. Such deliberate
intervention to influence the operation of the market, however improvised
in its origins, became a permanent feature of national economic policy.

The choice of instruments adopted, like their effectiveness, depended as
much on political as on economic considerations. In Germany, where the
number of unemployed rose to nearly six millions in 1932, the political
tide moved in favour of the National Socialists, who in an atmosphere of
tension and violence promised, certainly not on the basis of a carefully
thought out economic programme, to abolish unemployment and
guarantee national self-sufficiency. In countries like Belgium and Holland,
where business interests were strong, government apparatus was designed
to protect industrial capital and profits: attempts were made in 1932
(only to be blocked by Britain) to form a low-tariff zone in what is now
Benelux. In the ‘green international’ countries of eastern and southern
Europe, particularly hard hit, like primary producing countries outside
Europe, by the fall in food prices, there was special political urgency in the
old argument that agriculture constituted a special case in economics, and
landlord and peasant interests had to be most carefully watched. Yet just
as Britain blocked the agreement between Belgium, Holland and Luxem-
bourg, so Germany and Italy (in 1931-2) blocked schemes for a Danubian
customs union, this time on straight political grounds. Among the
European countries only in Sweden, when the Social Democrats came
into power in 1932 (in alliance with the Farmers), was there sufficient

1 See League of Nations, The Course and Phases of the Great Depression (Geneva,
1931).
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boldness to rely on unbalanced budgets and loan-financed public works to
achieve ‘a definitely expansionist mentality’.! In all the European in-
dustrial countries, however, the full social effects of the depression were
‘cushioned’ to some extent by the fact that they could maintain their
imports of primary products at a relatively high level because of the dis-
proportionately steep fall in import prices. The United Kingdom as the
biggest importer benefited most. The average real income of the person
at work was nearly as great in 1932 as in 1929, and even if the increasing
number of unemployed are included, the average was only 10 per cent
less.?

The United States, where industrial construction slumped from
$949 million in 1929 to $74 million in 1932, made no effective contribution
to international recovery during these difficult years. Inaddition toclinging
to war debts, even after the unratified Lausanne Conference of July 1932
put a de facto end to reparations claims, the Americans followed a pro-
tectionist policy in international trade.® After the beginning of the
depression the Hawley-Smoot Act of 1930 raised the already high pro-
tective duties imposed by the Fordney-McCumber tariff of 1922. It
provoked a series of retaliatory measures in many parts of the world. ‘The
debts of the outside world to us’, wrote the President of the Chase National
Bank in 1930, ‘are ropes about their necks, by means of which we pull
them towards us. Our trade restrictions are pitchforks pressed against their
bodies, by means of which we hold them off.” Such contradictions
reflected the large extent to which American economic policy was
the product of powerful sectional business pressures.

At the same time, the fact that American farmers and workers were
especially hard hit by the great depression made it inevitable that American
politicians had to put America first, and there were many American
economic ‘nationalists’ uninfluenced by business pressures who by 1933
found ‘extolling the old laissez-faire liberal internationalism. . .harder
and harder to bear’.® The reality of the position was brutally demonstrated
in April 1933 when after the new President, F. D. Roosevelt, had sent a
stirring message to the world stressing the need for international economic
co-operation the American government abandoned the gold standard and
devalued the dollar by 41 per cent at the very moment that a World
Monetary and Economic Conference—the first and last genuinely inter-

1 B. Ohlin, ‘Economic Recovery and Labour Market Problems in Sweden’, in the
International Labour Review (1935), vol. xx1, pp. 498501, 670-99.

2 C. Clark, National Income and Outlay (London, 1937), p. 208.

* There was a de facto end to war payments to the United States after 1933, only Finland
making any payments after December of that year.

4 Chase Economic Bulletin, 14 March 1930.

¢ R. Tugwell, Notes from a New Deal Diary, 31 May 1933, quoted in W. E. Leuchtenburg,
Franklin D. Roosevelt and the New Deal (New York, 1963), p. 200. ‘The cat is out of the

bag’, wrote Tugwell later. ‘There is no invisible hand, there never was’ (The Battle for
Democracy, New York, 1935, p. 213).
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national conference to deal with economic problems since 1929—was
convening in London under the auspices of the League of Nations. De-
valuation was conceived of as a means of raising the American internal
price level and strengthening farm incomes and Roosevelt rejoiced that
the ‘old fetishes of so-called international bankers’ were ‘being replaced
by efforts to plan national currencies’.! Yet in so far as it in effect raised
United States tariffs by 6o per cent and gave a 40 per cent bounty to
American exports at a time when America already enjoyed a favourable
balance of trade and was importing gold, it had the effect of further in-
creasing international disequilibrium. After this ‘bombshell’, it was not
surprising that the World Economic Conference failed to reach agreement
either on questions relating directly to currency or on proposals to
increase the volume of international trade. Its main achievement, indeed,
was further to extend or to reinforce international commodity controls of
a restrictive kind in relation to such products as wheat, rubber, sugar, tea,
tin and copper.?

Yet however unhelpful American policy was in relation to international
recovery, two points of qualification must be made concerning its general
role. First, it is by no means certain that a different American policy
would have made the World Economic Conference a success. The
pressures for independent national action were powerful everywhere, and
there was a universal contradiction between the facts of national economic
policy and the pious hope expressed by bankers and orthodox economists
that ‘the gold standard remains the best available monetary system’.®
Secondly, President Roosevelt’s apparent distaste for laissez faire, defla-
tion and the adjustment of monetary policies to the vagaries of inter-
national capital movements was echoed in many circles in Europe.
Keynes, for instance, called his actions ‘magnificently right’. His
vigorous actions in going forward to seek to meet the ‘crisis’ situation in
his country were seen as a triumph of purpose. There were over 13
million unemployed when he was returned to power, and the ‘New Deal’
which he offered his people to meet this and other economic and social
challenges brought to an end a period of what has been called ‘suspended
animation’.* While there was nothing revolutionary either in the philo-
sophy or the purposes of the New Deal and there were many contradictory
tendencies expressed in it, it received widespread interest in all other parts
of the world, as did related American ‘plans’, like the Tennessee Valley
Authority scheme, introduced in 1933 as an imaginative attempt to
extend planning in the name of a return to the spirit and vision of the
American pioneer.

! Quoted in Leuchtenburg, op. cit. p. 202.

2 See H. V. Hodson, Slump and Recovery 1929-1937 (London, 1938), ch. v1.

® Report of the Gold Delegation (Geneva, 1932), p. 23.
¢ H. W. Arndt, The Economic Lessons of the Nineteen-Thirties (London, 1944), p- 42.
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The first object of the New Deal was to pull the United States out of the
slump, the second to widen the concept of social justice, and the third to
balance the economic system. None of these objectives—and some of
Roosevelt’s friends as well as his opponents saw them as incompatible—
involved any long-term overall plan, but they all implied increasing
governmental intervention. Undoubtedly the American ‘experiment’,
which had reached stalemate by 1938, after bitter arguments between
different groups of presidential advisers and in face of increasing business
resistance, stimulated great interest in the problems of planning both in
America and in Europe. Alvin Hansen, the economist, might ask whether
‘government intervention, made inevitable by the distress incidental to
vast unemployment, has created a hybrid society, half-free and half-
regimented, which cannot operate at full employment’,! but in Europe the
view was widely held that Roosevelt’s ‘strivings towards reconstruction
and revival are as surely the outstanding example of reformed Capitalism
as the Russian Five-Year Plans are of Socialist planning in the world
today’.?

While the United States achieved this reputation, Sweden became
known as ‘the economic miracle’ of the 1930s,® and New Zealand after an
overwhelming Labour victory in 1938 consciously turned itself, despite
international complications, into a ‘welfare state’.* It was possible,
indeed, for one well-known British economist to write (without enthusiasm)
in 1934, ‘we may not all be socialists now, but we are certainly (nearly)
all planners’.® In retrospect, even given the American, Swedish and New
Zealand experience, the remark seems exaggerated. There was still far
less planning of economies than political interference within economies,
and there was no general understanding of the economics of unemploy-
ment, despite the publication in 1936 of Keynes’s General Theory of
Employment, Interest and Money, which is one of the great twentieth-
century landmarks in the history of economic thought. When  planning’
was discussed in the United Kingdom, which it often was, it did not entail
more than strictly limited ‘management’, usually to meet the particular
problems of specific industries by destroying excessive capacity and stocks
or by ‘rationalising’ prices. ‘Planning is forced upon us’, wrote a young
Conservative politician, H. Macmillan, in 1938, who on other occasions
talked grandiloquently of ‘an organic conception of society’ as a
counterweight to ‘individualism and laissez-faire’,® ‘not for idealistic

! A. H. Hansen, Full Recovery or Stagnation (New York, 1938), p. 8.

2 G. D. H. Cole, Practical Economics (London, 1937), p. 145.

3 H. Dalton in B. Thomas Monetary Policy and Crises (London, 1936), p. x. See also
M. Childs, Sweden, the Middle Way (London, 1937).

* J. B. Condliffe, “The Labour Experiment in New Zealand’, in The Economic Record,
August 1957, pp. 153-4; W. B. Sutch, The Quest for Security in New Zealand (London,

1942).
¢ L. Robbins, The Great Depression (1934), p. 145.
¢ H. Macmillan, The Spirit of Conservatism (London, 1929), p. 103.
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reasons but because the old mechanism which served us when markets
were expanding naturally and spontaneously is no longer adequate when
the tendency is in the opposite direction.”® The founding of the British
Iron and Steel Federation in 1934, for example, was an example of a
union of protectionism and ‘a considerable measure of reorganisation
which fell far short of general or even of limited economic planning. The
Agricultural Marketing Act of 1933, which provided for the organisation
of marketing schemes for commodities like milk, potatoes and hops, was
in the same spirit.?

What was true of the United Kingdom was true of other countries.
Italian fascist economists could write of corporativismo as a new order
in which the distribution of labour and capital as well as the system of
production could be planned in advance, but it was not until 1936 and
1937 that Mussolini emphasised the economic significance of increasing
state intervention in industry; and as late as 1938 there was little co-
ordination of the national economy through the action of the corpora-
tions. In France economic policy relied on quantitative import restric-
tions, as it did in a smaller country like Rumania, where the number of
quotas rose from 120 in November 1932 to 500 in July 1933 (50 per cent of
Rumania’s imports). In both Italy and France (as in the United States)
industrial production in 1937 remained less than it had been in 1929 when
the Great Depression began.

Only in Sweden, where Ernst Wigforss was an outstanding finance
minister and where economists were brought directly into the service of
government, was there a sophisticated official approach to the dangers of
deflation, yet even there external forces influenced the pattern of recovery,
and deficit budgeting, thought of as contra-cyclical, did not wipe out un-
employment. Paradoxically Wigforss had drawn many of his ideas from
liberals and socialists in the United Kingdom,* where an unmistakable
economic ‘recovery’ between 1933 and 1937 owed little or nothing to the
strength of these ideas in official quarters, and depended rather on an
‘untheoretical’ combination of devaluation (embarked upon with such a
display of reluctance in 1931), ‘rationalisation’, protection and cheap
money. In a sense, the British recovery was a compensation for the stagna-
tion of the 1920s: belated new investment, particularly in building,
remedied serious under-investment during the 1920s. There was a kind of
‘muddling through’ to recovery which had little to do with ‘planning’. In

1 H. Macmillan, The Middle Way (London, 1938), pp. 7-8.

2 Cmd. 4066, 4181 (1932); G. C. Allen, British Industries and their Organisation (3rd ed.

London, 1951), pp. 109-12.

3 For a more positive evaluation of ‘the reassertion of state power’ by the National
government in England, particularly in the ‘critical period’ from 1931 to 1935, see S. H.
Beer, Modern British Politics (London, 1964), ch. x.

4 K.-G. Landgren, Den ‘nya ekonomien’ i Sverige: J. M. Keynes, E. Wigforss, B. Ohlin
och utvecklinger, 1929-39 (Stockholm, 1960).
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the United States, Roosevelt was a pragmatist, not a doctrinaire, although
his advisers included doctrinaires of different pedigrees with different
programmes to advocate. At the international policy-making level, only
the reports of the International Labour Organisation provided any kind of
consistent if limited theoretical support for ‘expansionism’, through, for
example, concerted international public works policies.

At the beginning of the Depression, as in the years of recovery during
the late 1930s, the one comprehensive planning scheme in operation was
that of the Soviet Union, where output rose rapidly during the 1930s. Yet
as a result of the revolution of 1917 and the foundation of new economic
policies in the 1920s, the Soviet Union had virtually disappeared from
the international economic stage, and during the Depression remained
insulated from the world economy. There was far less knowledge of its
planning procedures than of the slogans used by its leaders, not least
because the planning procedures were never very clearly elucidated even
in the Soviet Union.

The Soviet planning system set out in a phrase of Trotsky’s to bring aim
and plan into the very basis of society, although at the beginning of the
revolution the mechanisms of planning were still to be thought out as well
as worked out (see ch. xv). ‘ There was nothing written about such matters
in the Bolshevik textbooks, or even in those of the Mensheviks’, wrote
Lenin six months after the October Revolution. The machinery of planning
in the Soviet Union, as in the case of war-time economic organisation, was
the product of national emergency. It was at first tentative and hesitant,
but it improved as a result of actual experience of economic administra-
tion, first in emergency conditions and then in the period of economic
transformation under the First and Second Five-Year Plans. There was
continual adaption and reorganisation within the Supreme Council of
National Economy (VSNKh or Vesenkha), a body which came into
existence as early as December 1917 and lasted until January 1932. Such
fundamental problems as that of relating central ‘steering’ of the economy
to local managerial effort in the trusts’, the main units of nationalised
production, were tackled by trial and error. There was no pre-existing
conception of design. ‘Socialist construction cannot proceed otherwise
than gropingly’, an official report put it in 1929, ‘and, whenever practice is
in advance of theory, faultless creativeness is impossible.”

In the long run, the most important agency for drafting and co-
ordinating Soviet plans was Gosplan, first set up in February 1921 as an
advisory body attached to the Council of Labour and Defence. Yet
Gosplan’s earliest tasks were ‘ perspective’ plans of a somewhat abstract
character, involving such general objectives as the extensive electrification
of industry or the nationalisation of the corn trade. ‘There is too much

1 Control Figures of the National Economy (Moscow, 1928-9), p. 2.
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talk of electrification, and too little about current economic plans’, Lenin
wrote to its chairman in 1921.! It was not until 1925 that Gosplan began to
issue economic ‘control figures’ for the whole of the Soviet economy, and
not until 1931, after bitter controversies, that the series of figures taken from
separate industries became a system of figures related to an overall plan
for the ensuing year. The creation of a Central Department of Economic
Accounting (TSUNKhU) in the same year facilitated the necessary calcula-
tion of the ‘material needs’ (including the volume of investment) de-
manded by government policy. After the elimination of VSNKh in 1932,
Gosplan’s co-ordinating powers greatly increased, and reforms of 1935
and 1938 emphasised its ‘leadership’ role. Although economic administra-
tion was left to other agencies—People’s Commissariats or ministries,
which increased in number from three in 1932 (heavy industry, light
industry, and timber) to twenty in 1939—Gosplan established its position
as the central headquarters of Soviet planning.

The basic problem of the Soviet economy throughout the 1920s and
1930s was that of transforming a relatively backward country into an
extensively industrialised modern state without having to depend on
private capitalists at home or on foreign investors overseas. The history
of the transformation may be divided into three main phases—first, a
period of war communism from the revolution of 1917 to March 1921,
during which the state set out to capture the commanding heights of the
existing economic system; secondly, a period of recovery and restoration
accomplished within the framework of the so-called New Economic
Policy (1922-7), which aimed at increasing the flow of goods to the
markets, if need be by encouraging a strictly limited amount of individual
enterprise; and thirdly, after strategic and controversial decisions, a period
of intensive industrialisation and agricultural collectivisation, beginning
with the announcement of the First Five-Year Plan in 1928.

The First Five-Year Plan began as a ‘perspective plan’, but it was
discussed and reshaped frequently before efforts were made to implement
it. Its keynote was a high rate of investment, particularly in heavy industry
and in agriculture. During the first two years of the plan the objectives
were secured without great difficulty, but in 1929 and 1930 many problems
arose as a result both of inflationary pressure and the deliberate attempt
by the government to force the pace of socialisation. In the case of agricul-
ture, enforced collectivisation was pushed by vigorous coercion. In 1927,
all the various forms of state and co-operative farming covered a mere
2 per cent of the peasants: by the beginning of March 1930 the figure had
risen to 55 per cent and by 1936 to 90 per cent.? Coercion seemed the only
means of solving the government’s serious agricultural problems, which
had proved intractable in the 1920s, and of making labour move from

! Lenin, Collected Works, vol. xxvi, p. 296.
® See N. Jasny, The Socialized Agriculture of the USSR (Stanford, 1949).
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villages to towns; it was only at the cost, therefore, of great immediate
hardship to large numbers of individuals and to the peasant class as a
whole that agriculture was integrated (and even then imperfectly) into the
general planning system.

The years 1929~31 marked the final capture by the state of the whole of
the economic system, and the agricultural changes were paralleled by
trade-union reforms, the dismissal of old leaders, a tightening up of
factory discipline and the conversion of the unions into quasi-governmental
agencies for raising productivity in the interests of the plan. There were
also important fiscal and credit reforms, including the introduction of
turnover tax in 1931, the creation of specialised investment banks in 1932,
and the conferring on Gosbank of monopoly powers to grant short-term
credits. These too had the same objective: to make the plan work. ‘There
is no fortress the Bolsheviks cannot take’ was one of the key slogans of this
drive.

The First Five-Year Plan, carried out in ‘the hard years’, set the model,
but its successor, the Second Five-Year Plan, extending from 1933 to
1937, stressed practical advance and consolidation rather than gigantic
leaps forward (see below, ch. xv). The economic atmosphere in which it
was carried through seemed favourable. By 1935 it was considered safe to
abandon rationing. In that year too a Collective Farm Statute, in force
with little change until 1957, brought to an end the period of rural turmoil
associated with ‘revolutionfromabove’. Subsequent increaseinagricultural
output was accompanied by rising industrial productivity, facilitated by
the relative abundance of labour. New factories were well established, and
began to add substantially to national output. In 1937 four-fifths of
industrial output came from plants that were newly built or that had been
reconstructed since 1928, while two metallurgical plants alone, Magnito-
gorsk and Stalinsk, had a productive capacity equal to that of the entire
pre-1914 iron and steel industry.

The size of the Soviet economic system enabled it to pay smaller atten-
tion to foreign trade than would have been possible for a country more
dependent on supplies of imports. On the basis of a great diversity of
agricultural and non-agricultural materials, the Soviet Union was able to
set up and operate plants which turned out most of the manufacturing
products necessary for the development of the economy. From 1918 on-
wards international trade was monopolised by the State Commissariat for
Foreign Trade. This monopoly enabled the government to maintain the
rouble at an artificial value in terms of foreign currencies and to insist on
an extremely tight import programme. In the critical years from 1929 to
1932 almost go per cent of imports consisted of goods for use in industry.
Trade corporations specialising in the import or export of particular
commodities worked closely within the framework of the plans, with
Gosplan making known to them figures of essential import requirements
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and exportable surpluses. The Second Five-Year Plan explicitly limited
exports to ‘surplus products of the national economy’ and imports to
what could be paid for from such surpluses. In 1938, indeed, the total
value of foreign trade amounted to only 24 per cent of the 1913 level
(although it had been as high as 73 per cent in 1930, the peak year).
Soviet planning was thus as independent as possible of world economic
movements. It could even run directly counter to such movements, as it
did in the Depression years when it dumped exports abroad at prices well
below costs. It could also use trade as a political instrument, with long-
term foreign contracts and agreements acting as useful political counters.

While during the late 1930s preparations for war distorted or even
disrupted general economic advance in the Soviet Union, there was a
sense in which, even apart from development within the war sector, the
entire planned economy of the Soviet Union was throughout the whole of
the inter-war years ‘a sui generis war economy’.! All-out concentration of
effort on major objectives determined by political authority—‘campaign
planning’—was associated with appeals to the patriotism and socialist
consciousness of managers and workers alike. It was not merely foreign
trade which ‘ politicised” markets and defied price-cost criteria. ‘ The price
mechanism was hardly used for resource allocation at all, except to
distribute to the citizens in an orderly way whatever happened to be
available for them.”? In general, rational economic calculation was
relegated to a minor place in ‘the thought processes of the leadership’,
emphasis being placed throughout on plan as basic ‘law’, the will of the
lawgiver, the conscious direction of the economy. ‘Planning is no mere
piling up of tables and figures unrelated to the course of fulfilment of the
plan’, Molotov proclaimed in 1939.2 Fulfilment was a practical task,
political and administrative, and it is significant that no general textbook
of economics appeared in the Soviet Union between 1928 and 1954.4

Whatever the disadvantages of such a situation—disadvantages which
have been widely commented upon by Soviet economists in the late 1950s
and 1960s—Soviet planning, with all its miscalculations, its wastes and
its coercion, undoubtedly appealed at the time and since both to groups in
*advanced countries’ suffering from chronic unemployment and to  back-
ward countries’ anxious for economic growth. The ‘war’ nature of the
economy and the sense of ‘strategy’ which underlay Soviet development
had a positive appeal in themselves. So too did the boldness of the vision.
Before 1939 the Turkish Five-Year Plan and the Mexican Six-Year Plan

! O. Lange, The Political Economy of Socialism (Warsaw, 1957), p. 16.

* A. Nove, The Soviet Economy (London, 1961), p 147.

3 The Third Five-Year Plan of the National Economy of the USSR (Moscow, 1939),
PR, 21*10(—)5;3, op. cit. p. 267. A textbook was being planned in 1941, when there were signs that

the need for a ‘new socialist economy’ was felt by the authority. Even the word “Statistics’
dropped out of the title of the central accounting agency between 1931 and 1941.
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were influenced by Soviet models: so, too, were some of the economic
policies of the Soviet Union’s non-Communist neighbour, Poland. It is
since 1945, however, that the influence has become obvious and direct in
Communist countries (all of them, except China, smaller and less favoured
by nature than the Soviet Union) and that some at least among the many
non-communist writers on ‘development’ have acknowledged that the
Soviet ‘path’ to economic development has general relevance. As in war,
‘the process (of growth) required the breaking of a succession of critical
bottlenecks’. Marginal calculus was less important than sector planning,
and people or groups standing in the way of sector planning had to have
their power to curb or to resist destroyed. ‘Total war, like planning
development of poor and stagnant economies, involves marked and
discontinuous structural changes, and resource allocation without refer-
ence to the market.”* Yet this is only one part of an analysis. The argu-
ment about Soviet planning continues, with the experience of other post-
1945 plans—notably those of Communist Poland and Yugoslavia—
influencing the debate in the Soviet Union itself.

German planning under National Socialism, unlike Soviet planning,
accepted private enterprise and the economic institutions of capitalism.
Within this framework the government assumed a firm control over man-
power and production, distribution and banking, consumption and invest-
ment, and foreign exchange and trade. The aim of the government through
what was called Wirtschaftslenkung, guided private enterprise, was to
direct the economic machine for political purposes, ultimately, if occasion
demanded, for the needs of war. Yet there was no full ‘war economy’ in
Germany until after 1942. Armament expenditures, which rose regularly
as a proportion of national expenditure from 1935 onwards, fitted Ger-
many to embark upon Blitzkrieg but not to sustain prolonged war against
powers like the United States, which had developed war production much
more comprehensively. It has been estimated that half total investment
between 1933 and 1938 was outside military facilities or basic industries.?
There was, indeed, a certain vagueness about the criteria of German
economic policy, as there was about the theories on which it should be
based. ‘Economic policy in the national socialist state’, wrote one com-
mentator, ‘is determined by considerations of expediency, and, without
prejudice, applies such means as are necessary in every given case for the
welfare of the people.’ The term ‘ welfare’ was elastic, including guns and
butter,* even if the effect of government policy was to control inflation by
limiting the freedom both of the wage-earner and of the entrepreneur. A

 B. Higgins, Economic Development (New York, 1959).

* B. H. Klein, Germany’s Economic Preparations for War (Cambridge, Mass., 1959),
pp- 14-15.

$ L. Barth, Wesen und Aufgaben (Berlin, 1936), p. 26.
¢ A.S. Milward, The German Economy at War (London, 1965), p. 6.
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wage-stop was coupled with strict limitations on the distributed dividends
received by shareholders—a national incomes policy; exchange control
and import restrictions regulated the balance of payments; and it was
emphasised through every form of organisation and propaganda that
there was a public or national dimension to all economic organisation.
‘Private enterprises have become public trusts’, wrote the Deutsche
Volkswirt in 1937, ‘the State is for all practical purposes a partner in every
German enterprise.’

When the National Socialists took over in 1933 they found already in
existence the two necessary components of their later policy—first, a
highly organised industrial structure which had already been affected by
the propaganda of ‘rationalisation’ in the 1920s, and, secondly, exchange
control, first introduced in July 1931 to stop the flight of capital and which
had become a point of departure for more extensive economic regulation.
They made few economic innovations and had no agreed economic
theory to support them—one section of the party, indeed, opposed all
economic calculation as a form of excuse for a failure of will—but they
were determined to make the economic system fit their aims. The existence
of large-scale unemployment gave them an immediate objective in the
shape of the promise of work for all: the dream of national self-sufficiency
or at least of asharpreduction in Germany’s heavy dependence on overseas
countries for raw materials, like iron, oil and rubber (only coal was in ade-
quate supply from within) linked possible technological policy with trade.

Without the existing highly developed co-ordination of German
business they could scarcely have evolved their own institutional structure.
The Central Committee of Entrepreneurial Associations had been set up
in 1920. The National Union of German Industry (Reichsverband der
Deutschen Industrie), its most important member, had been formed in
1919 from a union of two older organisations, one going back to 1876 and
the other to 1895. The influence and scope of the Reichsverband was wide-
ranging, and its organisation, under the leadership of the most powerful
industrialists in Germany, was complex, based on dual units, regional
and functional. In 1932 the 29 industrial and 50 territorial organisations
which belonged corporatively to it accounted for about 80 per cent of
German industrial enterprise.! It was able to exercise considerable
influence on the making of national policy. The National Socialist
government, in establishing the National Economic Chamber (Reichs-

" wirtschaftskammer) and the Co-operative Council of Chambers of Industry
and Commerce, at first conceived its task merely as the limited one of ‘co-
ordinating with the present national government the existing organisation
of the vast field of German business administration’.* National Socialist

1 K. Guth, Die Reichsgruppe Industrie (Berlin, 1941), p. 19.

~* Dr Kurt Schmitt in 1934. See R. A. Brady, The Spirit and Structure of German Fascism
(London, 1937), p. 266.
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legislation, especially the ‘Law on the Organic Structure of German
Industry’ of February 1934, made membership of the Chamber and of
subordinate groups compulsory on all entrepreneurs, established the
‘leadership principle’, and laid down that the guiding rule of the system
was ‘never to act against the wishes of the government of the Reich’.!
From 1934 onwards big business was clearly far more powerful than small
business, and strengthening cartellisation and making it more comprehen-
sive facilitated further concentration and control.

The government itself had a number of agencies at its own disposal.
The Ministry of Economics, inaugurated in 1919, was a survival from the
Weimar Republic, and Kurt Schmitt, minister in July 1933, made every
effort to reconcile business to the new order.? So long as Hjalmar Schacht
acted as minister—from August 1934 until November 1937—the ministry
extended control over German banking and trade, and was drawn into
difficult debates about the financing of rearmament. Schacht himself
experimented freely with bilateral trade policies and sought to increase
business opportunities and profits, but feared inflation and was an ultra-
conservative opponent of deficit financing. After 1938, however, the
Ministry of Economics, under Walter Funk, lost most of its influence. In
the meantime, as emphasis passed from recovery to rearmament, the
office of the Four-Year Plan had been set up in 1936 under the personal
control of General Goering with immense powers on paper—above all,
to increase the flow of synthetic materials (capacity for synthetic oil
production was increased more than twofold between 1936 and 1939,
while still remaining 45 per cent below the target figure) and to strengthen
the hold of the National Socialist party over the economy. The first
objective was clearly expressed by Hitler in an anti-Schachtian directive to
Goering in 1936: ‘the question of costs of raw materials is absolutely
irrelevant, for it is preferable for us to produce more expensive tyres
which are then available, than to buy theoretically cheap tyres for
which the Ministry of Economics cannot allot the foreign exchange’.
Hitler associated this statement with an attack on the ‘capital system’,
linking Goering’s duties with the second objective in the remark that if
the industrialists refused to co-operate, ‘the National Socialist State itself
will know how to perform this task’.? The symbol of the second objective
was the Hermann Goering steelworks on the Brunswick plain, the visible
memorial of the National Socialist system, yet despite the existence of this
and other ventures German steel production in 1939 exceeded that of 1929
only because of the acquisition of plant in Austria and Czechoslovakia.

The last of the government agencies, the army itself, had also built up

t Barth, Wesen und Aufgaben, p. 13.

? See A. Schweitzer, Big Business in the Third Reich (London, 1964), pp. 124 ff., 249 ff.

Schweitzer brings out the conflicts between *small” and ‘big’ business, pp. 524 ff.
3 Quoted in Klein, Germany’s Economic Preparations for War, p. 36.
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its own economic departments from the top level downwards: General
Georg Thomas, the officer concerned with this apparatus, was deeply
concerned about the failure to co-ordinate and to extend national economic
planning before 1939, while lacking the statistical or theoretical knowledge
fully to support his case that Hitler would be taking an unjustifiable risk if
he were to plan a war before the economy was ready.! Thomas’s complaint
that he was informed neither of total material requirements nor of strategic
plans has been used by recent historians to prove the case that until 1942
Germany’s economy in military terms was prepared only for small-scale
quick wars which would not unduly disturb civilian standards or ways of
life. It was, indeed, ‘a cardinal policy of Hitler that war strategy was not a
concern of economic planners’, and since they were given only the inflated
demands for men and materials of the various claimants ‘it was impossible
to put together a very intelligent picture of requirements’.* At the same
time, the German armament firms were elevated to the position of
Wehrwirtschaftsfiihrer in 1935 and 1936, and their managers could actin a
semi-military capacity.?

More important in retrospect than the elaborate structure of planning,
which was far from producing an efficient, well-organised, industrial effort,
was the experiment in reducing unemployment. Between 1933 and 1939
the Germans achieved what most of the private enterprise economies
were eventually to proclaim during the second world war as the main goal
of economic planning—full employment. Here again they inherited the
strategy. In December 1932 a Commissioner for the Creation of Employ-
ment had been appointed, and two days before the beginning of the
National Socialist régime an ‘urgency programme’ had been put into
operation involving heavy public expenditure on roads, houses, public
utilities and inland water transport. In May 1933 Hitler announced a plan
for the abolition of unemployment. Sizeable public expenditures—not in-
volving, as in the United States ‘New Deal’, any serious reliance on
deficit budgeting or for that matter on new forms of taxation—associated
with a revival of private investment led to substantial gains in total output
and employment between 1933 and 1936. Unemployment fell to 1-6
million in 1936, approximately the pre-depression figure, and to less than
o-5 million two years later.*

The pursuit of full employment was coupled with extensive measures of
labour and price control. Labour control, which began with the destruction
of free trade unions, prevented wage-earners from pressing for wage
increases in a sellers’ market; price control was considered necessary not
so much to ‘regulate’ the economy as to safeguard workers’ loyalty
and morale. The law concerning the Regulation of National Labour,

! Milward, The German Economy at War, pp. 24-5. 2 Klein, op. cit. p. 38.

® Schweitzer, op. cit. p. 533.
¢ See C. W. Guillebaud, The Economic Recovery of Germany, 1933-8 (Cambridge, 1939).

73

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

promulgated in January 1934, and the order of October 1934 substituted
for the existing trade-union organisation a Labour Front and for collective
bargaining and the right to strike ‘enterprise communities’ (Betriebs-
gemeinschaften) and ‘enterprise rules’. Trustees of Labour (Treuhdnder der
Arbeit) were given wide powers to regulate the labour market as a whole.
Only because of the existence of controls of this kind was the government’s
wage-stop effective: they were retained after recovery had been achieved,
and they were associated also with moves toward a longer working day
and towards labour direction. As far as prices were concerned, a Reich
Commissioner for the Supervision of Prices had been appointed as early
as December 1931, but in 1936 a new office, that of Reich Commissioner
of Price Formation, was set up.! A Price-Stop Decree of November 1936
pegged prices to those of an arbitrarily chosen date, 17 October 1936, and
prohibited all further increases in response to rising demand. There was
talk in some circles, indeed, of the laws of supply and demand having been
superseded. In fact, the Commissioner had wide powers to raise prices, and
could claim that when he did so the higher production costs which were
responsible for the rise derived from higher import costs or from the high
costs of substitute materials.

All German internal policy depended, in fact, on vigorous control of
foreign trade. Exchange control and refusal to devalue the mark had been
pre-1933 policies, and Schacht’s ‘New Plan’ of September 1934 followed
naturally, albeit with greater energy and resourcefulness, from the work of
his predecessors. Licences had to be obtained for any transactions in-
volving an outflow of foreign exchange. All incoming payments from
abroad had to be handed over to the Reichsbank, and as a check exporters
were compelled to declare to the authorities the nature and value of the
goods transferred out of the country. Imports were kept to a minimum,
and interest and dividend payments to foreigners were first reduced and
then restricted to payments out of export surpluses. Within the framework
of regulation, trade discrimination, with varying rates of exchange for
different types of transaction, was developed to its extreme practical
limits. Wherever possible, imports were only drawn from countries
willing to hold balances in marks and not in fully convertable currency.
Special mark rates were adjusted in terms of the structure of each separate
market. A regional bloc, mainly in southern and eastern Europe, was
built up on the basis of bilateral agreements providing bulk turnover and
long-term contracts.

There was no spectacular recovery of German exports as a result of
these intricate measures: indeed, in relation to total industrial production
exports declined from 22-5 per centin 1933 to 131 per centin 1938. By that

* Price controls had been ineffective between 1933 and 1936. The official cost-of-living

index rose 7 per cent between 1933 and 1936 and wholesale prices by about 137 per cent
(Schweitzer, op. cit. pp. 324-5).
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year, however, only about one-fifth of Germany’s foreign trade required
and produced foreign exchange. The lines of trade were regulated in the
interests of state policy, and in the business recession of 1938 it was not
only the Communist Soviet Union but capitalist and National Socialist
Germany which was insulated from the rest of the world.

Germany spent more on rearmament as a proportion of gross national
product than any other of the other European powers between 1936 and
1939—the proportion rising from 3:2 per cent in 1933 to 55 per cent in
1935 and 18-1 per cent in 1938—yet in most other European countries,
including the United Kingdom, increased rearmament expenditure—in
the United Kingdom it followed the building ‘boom’—was an important
factor in the economic recovery of the late 1930s.! While such expenditure
contributed to the demand for industrial raw materials and to the develop-
ment of new forms of technology, it did little to mobilise to the full either
national or international economic resources, including manpower. As
industrial output increased, unemployment remained high, and there was
talk in some circles of inevitable tailing off of growth or ‘satiation’, as
Keynes called it, in ‘mature’ economies. Moreover, while after a long
interval there was some improvement in Europe’s relative position in
world markets vis-a-vis that of the United States, a reversal of the trend of
the 1920s, there was only a very limited revival of world trade.? Even as
late as 1937 the volume of world trade was barely equal to that of 1929,
and all official attempts to reduce tariffs and quotas and to stimulate
greater freedom of trade, like those of Cordell Hull from 1934® and of
Van Zeeland in 1938,* met with little response. The contrast between
advancing industrial output and stagnating commerce remained striking.
In the United Kingdom, for instance, the increase of 24 per cent in the
volume of industrial production between 1929 and 1937 was accompanied
by a fall in the volume of exports of no less than 16 per cent.

Both the constituents of world trade and the pattern of international
payments altered during the 1930s. In 1937 the quantum of trade in
foodstuffs was about 7 per cent below the 1929 level and in manufactured
goods 14 per cent below, while in raw materials it was 12 per cent above.
Such divergent movements were associated with inverse movements in
relative prices. Industrial countries continued to enjoy extremely favour-

1 See M. M. Postan, British War Production (London, 1952), ch. 2.

* Svennilson, Growth and Stagnation in the European Economy, ch. IX.

? Between 1934 and 1939 the United States concluded trade agreements with twenty
countries, half of them in Latin America. In 1938, after protracted discussions, an agreement
was reached with the United Kingdom.

¢ In April 1937 the British and French governments requested Van Zeeland, then Prime
Minister of Belgium, to enquire into ‘the possibilities of obtaining a general reduction

of quotas and other obstacles to international trade’: his report was published in January
1938.
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able terms of trade as against the suppliers of primary products, thereby
continuing to gain from the inability of ‘underdeveloped’ countries to
raise their incomes or to diversify their economies. There were immense
disparities in the national incomes per head of different countries and in
their standards of living and their ability to use manufactured products.?
Although there were still very few signs that such a situation provoked
articulate and effective response, it was beginning to be realised that, if
the demand for planning’ arose in the poorer societies, it would probably
take the form of ‘a rational inference from an urge for development’ and
from ‘the knowledge of the adverse circumstances’ in which they found
themselves.2 Some of the reports both of the International Labour Organi-
sation and of the League of Nations in the late 1930s directed attention to
the links between economic and social policy. On the initiative of Australia,
for example, the League in 1935 initiated an enquiry into ‘nutrition in
relation to health, agriculture, and economic policy’; and two years later
a further enquiry into the broader problems of raising general standards
of living was undertaken jointly by the League’s Economic Committee
and the International Labour Organisation. In 1938 the League appointed
a committee to examine ‘ practical measures for preventing or mitigating
trade depressions’.

There was an element of irony in this concern for welfare just at the time
when warfare was preoccupying the minds of Europe’s politicians. The
international economic context in which the enquiries were launched was
in some ways equally unpropitious. The market continued to set the
terms of most international economic relationships—the price of cocoa,
for example, fell calamitously by 40 per cent in the recession years 1937-8
—yet it was an imperfect market, tampered with by governments but not
controlled. '

State intervention was being gradually extended into the field of price formation
and income distribution. As a result, some of the market incentives to transforma-
tion were weakened: the idea of national planning was, on the other hand, not so
far advanced that governments were prepared to steer the development of the
economy in a particular direction; or that state directives took over the functions
earlier exercised by private initiative. Imperfections of the old liberal market
economy were partly replaced by imperfections in state intervention.®

Bearing in mind both the precariousness as vantage-points of the years
1937 and 1938, and the dangers of relying too heavily on a comparison of
index numbers over long periods of time, the pattern of industry and trade
as it appeared on the eve of the second world war can be pieced together

1 C. Clark, The Conditions of Economic Progress (London, 1940), ch. 2; A, Patel, ‘The
Economic Distance between Nations: Its Origin, Measurement and Outlook’ (Economic
Journal, vol. LXXIv, 1964).

2 Myrdal, Beyond the Welfare State, p. 89.
3 Svennilson, Growth and Stagnation in the European Economy, p. 36.
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to illustrate which historical relationships within the international
economy had changed and which had remained more or less the same
since the beginning of the century:

World trends in population, production and trade, 1896—1938*

1913 = 100
Production Trade volume Trade unit values

Popu- Manu- Primary Manu- Primary Manu- Primary
lation factures Produce factures Produce factures Produce

1896-1900 90 54 76 (1900) 54 62 82 77
I911-13 99 95 93 94 97 98 98
1926-30 111 141 123 113 123 145 128
1931-3 117 110 120 81 116 100 68
1934-5 120 133 125 84 114 117 8s
1936-8 124 158 135 100 125 120 93

From a more recent vantage-point, with the benefit of hindsight acquired
since 1945, we can recognise not only that the late 1930s were ‘transi-
tional’ years in relation to national and international economic policies,
but that the break during this period in the historical relationship between
indices of world manufacturing output and world trade in manufactures
was ‘a discontinuity due to special factors (trade and currency restrictions)
operating to depress the level of trade’.? We can similarly recognise
that some of the trade and currency restrictions, like the restrictions on
output, were in themselves transitional examples of ‘interventionism’.

In this transitional period, there was no world-wide monetary standard,
and the attempt on the part of a few countries to cling to the gold standard
proved as transient as had been the attempt on the part of the United
Kingdom to ‘restore’ the international gold standard system in the 1920s.
The prolonged effort by France to maintain the standard—and there were
sufficiently strong French gold reserves to make this possible—entailed
rigorous deflation and placed French business men in an unfavourable
position vis-g-vis their foreign competitors. Moreover, there was in-
evitable pressure on wages to keep prices down, along with large-scale
repatriation of foreign workers and a return of many French workers to
the land, where they contributed to concealed unemployment. In 1936 a
new Popular Front government in France decided that it was impossible
to increase economic activity, at a low ebb in France, without devaluing
the franc and maintaining parity through an exchange equalisation fund.
Léon Blum’s abandonment of the gold standard in September 1936 was a
landmark in French economic policy, associated as it was with an attempt

! This table is based on Maizels, Industrial Growth and World Trade, p. 8o.

2 For a detailed analysis of the trends set out in the table see ibid. ch. 4. See also F. Hil-

gerdt, The Network of World Trade (Geneva, 1942), and R. de Oliveira Campos, G. Haberler,
J. Meade and J. Tinbergen, Trends in International Trade (Geneva, 1958).
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at a kind of French ‘new deal’ in social affairs.! In fact, there was no
permanent improvement in France’s position. Despite an immediate up-
surge in economic activity, economic policies (no more strongly grounded
in theory than those of Roosevelt or of the United Kingdom) clashed
with social policies, and, after an alarming ‘flight of capital’ and months of
further currency depreciation, France alone of the advanced industrial
countries did not succeed in regaining its 1919 peak level of industrial
production until after the second world war.

The other European countries which had stuck to the gold standard
after 1932—including Italy and the Netherlands—put restrictions on the
use of gold after 1936, and thereafter gold movements played little part in
the maintenance of international exchange rates. The gold standard system
had finally collapsed without any other ‘system’ taking its place, although
after the French devaluation the United States, the United Kingdom and
France pledged themselves in a Tripartite Monetary Agreement of
September 1936 to take practical steps to ensure exchange stability, to
seek ‘the restoration of order in international economic relations’, and ‘to
pursue a policy which will tend to promote prosperity in the world and to
improve the standard of living’.

If the practical steps taken to maintain exchange stability were in part
successful between 1936 and 1939, there were continued difficulties in
relation to international payments and, because of the drying up of inter-
national investment, a failure adequately to achieve the most general of
the objectives. The pattern of international payments in the late 1930s, like
the pattern of international trade, bore many of the marks of the past, while
showing some significant signs of change. Europe’s trade continued to be
characterised by a large import surplus into the United Kingdom and an
export surplus from Germany, while world trade continued to depend on a
European import surplus from the United States and a United States
import surplus from the rest of the world. Yet the United States main-
tained a large annual export surplus throughout the 1930s (except in
1936), continued to drain gold from the rest of the world, and, despite
Cordell Hull’'s plans for freer trade, contributed to the trend towards
bilateralism which had been made a deliberate goal of German policy. At
the same time, it had lost so heavily on its earlier capital investments over-
seas that it ceased to act as an international lender. In these circumstances,
the United Kingdom no longer played its traditional role. Empire countries
were no longer able to earn as much as they had done in the 1920s by
selling their materials in Europe and the United States, while many
manufactured goods were shut out by protection from the British market.
The result was that bilateral exchanges between the Empire and the
United Kingdom gained in importance. Never able to achieve an ap-
preciable surplus on its current international transactions, the United

! R. Marjolin, ‘Reflections on the Blum Experiment’ (Economica, vol. v, May 1938).
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Kingdom also ceased to invest overseas. On balance between 1930 and
1939 it actually imported capital.

There was clearly no place in the autarkical world of the 1930s for
foreign lending of the old type, organised largely by private business on
the basis of market incentives, yet foreign capital in the form of old-style
lending or of new types of assistance was necessary if the ‘underdeveloped
countries’ were to benefit from technical progress (a fact of life in the
‘advanced’ countries) and to achieve even limited economic and social
advance. Relatively few long-term or short-term funds moved from
industrial to non-industrial countries in the years immediately preceding
the second world war. On the one hand, the risks of private foreign invest-
ment were considered too great and the instability of exchange rates
created unfavourable conditions for expansion; on the other hand, there
were no experiments in ‘aid’ or in ‘redistribution’. At its best, the inter-
national economic specialisation of the late nineteenth century had
served as something more than a device for using to the greatest effect the
labour of a given number of human beings or the resources of a given
group of countries: it had served as an engine of growth.! When it
ceased to serve this purpose, the demand for something different to take
its place was bound to grow. Those of the world’s inhabitants who made
up Western society were certainly better off on the eve of the second world
war than they had been in the first decade of the century: economic in-
stability had not meant economic or social stagnation. Yet for millions of
people outside Europe difficulties and adversities were not confined to
periods of depression: poverty was endemic, and social aspirations were
severely limited.

The place of Europe within the international economic system on the
eve of a war which was radically to transform both its economics and its
politics can be set out in statistical terms. It had gained slightly over the
United States as its newest industries—like automobiles and electricity—
made up lost ground and also because discrimination against United States
goods had been introduced as a deliberate element in certain national
policies. Yet in other industries, notably textiles, Japanese competition had
proved increasingly powerful during the 1930s,% and alongside all the new
areas of European industrial development (many of them based on ‘light
industry’ or the service industries and located near the large metropolitan
conglomerations), there were ‘depressed’ areas, like South Wales, the
north-east of England, the industrial zone around Lyons and parts of the
Ruhr. Alongside new industries, like cement or rayon, there were old
problem industries, like coal or cotton. There had been a move throughout
the 1930s and throughout many parts of Europe towards larger economic

1 D. H. Robertson, ‘The Future of International Trade’ (Economic Journal, vol. XLvim,
1938).
* G. E. Hubbard, Eastern Industrialisation and its Effect on the West (2nd ed. London,
1938).
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units in both old and new industries—evidence of further economic
concentration—but size was no necessary guarantee of efficiency or of
concern for what has subsequently been called ‘ research and development’;
and in some countries, notably France among the most important, small
units continued to predominate. The three most important economies of
the years before 1913 accounted for less in Europe’s trade in 1938 than
they had done in 1913, yet, in spite of all the other changes, there had been
little change in the proportion—40 per cent—of Europe’s total exports
being despatched outside Europe. The other 60 per cent had gone to
other countries in Europe, constituting about half of Europe’s total
imports, the other half being imports from overseas:

Europe’s exports and imports*

1913 1928 1938
Percentage Percentage Percentage
of each of each of each
national national national
total total total
Percentage going Percentage going Percentage going
of to of to of to
total Europe total Europe total Europe
Exports
United Kingdom 261 301 236 316 222 32°1
Germany 247 663 19°3 69-9 2I°1 65°1
France 13-6 66-6 137 625 86 542
‘Big Three’
totals 644 517 566 52:2 st9 49-2
Ttaly
Belgium )
Iﬁggﬁ}:ﬁgg 219 70°6 21-8 68-6 255 66-3
Switzerland
Sweden
The rest 137 79°5 216 856 226 837
Imports
United Kingdom 269 37 276 389 310 310
Germany 212 407 17-8 47'1 503 503
France 133 46°5 12 427 99 337
‘Big Three’
totals 61°4 406 566 422 575 370
Italy
Belgium
L
Ngﬁg}:::gsg 247 593 217 610 225 626
Switzerland
Sweden
The rest 139 703 217 759 200 753

* Table derived from Svennilson, Growth and Stagnation in the European Economy,
pPp- 173, 175.
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If the precarious vantage-points of 1937 and 1938 are abandoned,
problems of planning and interdependence on the eve of the world’s
greatest and most comprehensive war look different according to the
choice of alternative later vantage-points. During the war years themselves
and in the immediate aftermath of war, two incompatible conclusions were
drawn by different writers and politicians from the ‘failure’ of the
system before 1939—the first that restoration of unimpeded market forces
was urgently necessary, the second that, ‘in such conditions of disequili-
brium as we shall have to expect at the end of this war, it will be im-
possible to rely on market forces to restore equilibrium’.! The first view
was common in Europe and the United States,? the second predominant
in the United Kingdom and in many countries outside Europe.

In the United Kingdom, in particular, special emphasis was placed on the
need both to maintain full employment through Keynesian techniques
of controlling the level of aggregate demandand to advance the complex of
comprehensive or more comprehensive social policies to which the label
‘welfare state’ was soon attached. The name of William Beveridge was
linked with both policies, since, in addition to popularising some of
Keynes’s ideas in his Full Employment in a Free Society (1944), he was the
architect of ‘ Beveridgism’, a far-reaching war-time plan for extended social
security. In post-1945 Germany, by contrast, there was a reaction against
‘the extremes of nationalism, autarky and government control’® and
little interest in the economics of full employment. In the former German-
occupied territories of Europe, the most difficult immediate task was that
of identifying and relating on one side the practical short-term problems
of reconstruction and on the other the long-term problems of develop-
ment and growth. Yet once this task had been accomplished, there were
differences of opinion about the range and scope of economic policy.
While it was recognised that popular aspirations had changed as much as
economic facts during the course of a prolonged period of what had been
called ‘total war’, and that what had been acceptable before 1939 would
not necessarily be tolerable after 1945, there were strong counter-currents
favouring less rather than more planning. If the view was widely held in
some circles that the frontiers of war-time planning should not roll back
but should serve as a strategic base for new advances, in others there was
strong dislike of all forms of dirigisme. In eastern Europe, Communism
provided yet another set of ideas and techniques, while, outside Europe,
new aspirations were beginning to influence policies, and the example
of the Soviet Union was attracting wider attention in the ‘undeveloped
world’ than it had done before 1939. Giventhisrange of attitudes, opinions

t Arndt, The Economic Lessons of the Nineteen-Thirties, p. 300.

? W.Roepke, La crise de notre temps (Neuchitel, 1945); Internationale Ordnung
(Ziirich, 1945); Die Lehre von der Wirtschaft (Ziirich, 1946).

3 The preface to the English edition of L. Erhardt, Germany’s Comeback in the World
Market (London, 1954).
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and policies, it was obvious that the concept of international inter-
dependence—a concept which had lost its universal meaning as the war-
time world was divided into two highly organised blocs in a state of mutual
blockade—would require new thinking in post-war conditions. ‘An inter-
national economic system which was based on the assumption of free
private enterprise in all countries and the free operation of market forces
the world over, which laid down rules that virtually lose all their meaning
if applied to planned economies, and which explicitly borrowed methods
of economic control that are essential instruments of planned economies,
would clearly stand little chance of universal acceptance.”

From a later vantage-point, somewhat different lessons have been
drawn. It seemed for a time that the strains of adjustment after war and
the divisions between nations threatened not merely the reconstruction of
Europe but also material progress in general. By the end of the 1950s,
however, high rates of economic growth in Europe during the 1950s,
along with far-reaching moves towards greater integration, threw the
record of the inter-war years into sharp relief. The increase in productivity
achieved during the 1950s—an average of 3-5 per cent for twelve European
countries—was twice the average for the whole period from 1913 to 1960.
Only the United States had previously achieved a comparable increase,
and the rate of increase had slowed down in the United States during the
1950s after a huge leap ahead during the second world war and the uneasy
post-war period of international predominance, when Europe heavily
depended on United States economic assistance. Throughout western
Europe the rate of increase in output for every man employed was above
that of any earlier period for which records were available, ‘By the time
that the decade ended, it had become clear that Western Europe was
reaping the benefit of a significant change of trend, and that the change
was not simply the reflection of a full employment policy which had put
more people to work.’? It was not difficult in retrospect to claim that
during the 1930s Europe had been suffering from ° the arterio-sclerosis of
an old established, heavily capitalised economic system inflexible in
relation to violent economic change. Low productivity in agriculture and
many manufacturing industries, and widespread unemployment kept
national output and income low, and blocked the road towards rapid
general expansion.”

In a changed and changing context, economists paid less attention to
the economics of employment and more attention to the growth process,
in some countries going beyond the limits of the Keynesian revolution of
the 1930s by taking it for granted, in others treating it as irrelevant.

1 Arndt, op. cit. p. 301.

* A. Shonfield, Modern Capitalism (London, 1965), pp. 4-5. Shonfield’s figures are based
on Maddison, Economic Growth in the West. See also United Nations, Some Factors in

Economic Growth in Europe during the 1950s (Geneva, 1964).
* Svennilson, Growth and Stagnation in the European Economy, p. 52.
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American economists had pointed the way in this field: now European
economists took over.! Recognising that there were serious difficulties in
making long-term statistical comparisons, economists none the less began
to review historical experience, setting out their conclusions in tabulated
form:

Recent and long-term annual national growth rates®

Long-term rate
T Y

Starting year  Rate 19509 19549

United Kingdom 1857 12 147 16
United States 1871 20 22 22
Germany 1853 I'5 4'5 36
France 1855 1'5 36 33
Sweden 1863 2-1 2-8 30
Japan 1880 29 61 76

The margin of error increases the further back the figures go. Atthesame
time, the figures expose a number of widely held misconceptions about the
history covered in this chapter. There is little evidence to support the view
that a stable population has been an obstacle to growth. Moreover, despite
ambitious attempts at generalisation there is ‘no convincing evidence’ of
any constancy or pattern in the international pattern of growth rates: the
cataclysms of the past fifty years—two world wars and depression—have
seemingly distorted and modified national growth rates and not simply
interrupted trends. Nor can countries be separated out into those which
‘normally’ have grown fast and those which have not. With the significant
exception of Japan,® nearly all countries have had fairly long periods of
both rapid growth and of slow growth.

It is certainly too soon to find a satisfactory vantage-point from which
to view what happened before the second world war. What happened in
western Europe—and behind the averages there were substantial differences
in rates of growth and in competitive power—must be related to what
happened in eastern Europe and after 1917 in the Soviet Union: two
international economic systems are now involved, neither of which is
static. What happened in Europe as a whole must be related to what

1 S. Kuznets, Six Lectures on Economic Growth (Chicago, 1959); O. Aukrust, ‘Factors of
Economic Development: a Memoir of Recent Research’ (Weltwirtschaftliches Archiv,
Band 93, 1964); P.D.Henderson (ed.), Economic Growth in Britain (London, 1966);
R. Nurkse, Problems of Capital Formation in Underdeveloped Areas (New York, 1953). The
pioneer locus classicus now became J. A. Schumpeter’s The Theory of Economic Developm.ent
(Cambridge, Mass., 1949): the German edition of this work had been published as early as
191T.

* D. C. Paige, F. T. Blackaby and S. Freund, ‘Economic Growth, the Last Hundred
Years’, National Institute Economic Review (London, 1961).

* For an explanation of the Japanese position, see K. Kojima, ‘Capital Accumulation
and the Course of Industrialisation with Special Reference to Japan’ (Economic Journal,

vol. LxX, 1960); K. Ohkwa, The Growth Rate of the Japanese Economy since 1938 (Tokyo,
1957); W. Lockwood, The Economic Development of Japan (2nd ed. Princeton, 1965).
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happened outside Europe: after 1945 the growth in the number of
independent states, with their economic and political pressures, trans-
formed the modes and content of debate. What happened internally to
economies must be related to patterns of international trade. During
the 1950s the volume of trade in manufactures among industrial
countries increased faster than it had done in this century, faster than
production.! At the same time imports of manufactures by non-industrial
countries rose rapidly and by semi-industrial countries (including many
which had partially industrialised their economies during the second
world war) less fast. Exports from primary producing countries (with the
exception of oil) rose only slowly relatively to other sections in technology,
a factor which needs detailed and specific analysis. Through the period
since 1914 scientific industry in advanced countries has become less
dependent on the agricultural and mineral products of the nineteenth and
early twentieth centuries, although over short periods, at least, it has
demanded and secured new products from ‘under-developed’ areas.
Another factor influencing movements of imports and exports has been
increasing demand for their own products, both food and materials, in the
primary producing countries themselves.

In the light of recent enquiries, the position during the 1920s and 1930s
may appear to be as unique and transient as was the position during the
nineteenth century. It has already been shown clearly, however, that in
changing circumstances expansion of trade between ‘developed’ and
‘developing’ countries depends on the easing of balance-of-payments
difficulties either through increases in exports from non-industrial or semi-
industrial countries or through loans and development grants. Much new
thinking in this connection has historical perspectives, since it represents
an extension in international terms of past thinking within individual
countries—both about income redistribution and planning—to offset
‘trends in inequalities’.? In the meantime, the net capital outflow from the
industrial countries to the non-industrial and semi-industrial countries in
195860 represented only about I per cent of their gross national product :®
this is a very small proportion as compared with United Kingdom exports
of capital in the period from 1900 to 1913.2 (See table on p. 85.)

Given the growing suspicion in the developing countries after 1945 both
of privately supplied foreign capital and of governmental aid ‘with strings
attached’, mutually acceptable concepts of economic ‘interdependence’
in changing historical circumstances clearly needed to be redefined.

1 Maizels, Industrial Growth and World Trade, p. 384.

2 D. Seers, ‘International Aid: the Next Steps’, a paper read to the Dar-es-Salaam
Conference, 1964.

3 Maizels, op. cit. p. 412. See also R. Prebisch, ‘Towards A New Policy for Development”’,
in Cmd. 2417 (1964), United Nations Conference on Trade and Development : Final Acts with

Related Documents.
¢ A. K. Cairncross, Home and Foreign Investment, 18701913 (Cambridge, 1953), p. 180.
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Estimates of United Kingdom capital exports and the distribution
of overseas investment*

Estimates of distribution of
investments (when known)

Net — )
Net export India
national of U.S.A. and South and South Austra-
income capital Canada America  Ceylon Africa lasia
1900 1,750 236 — 200 —_ —_ 389
(Argentine
only)
1902 1,740 98 205 — — — —
{Canada
only)
1911 2,076 1713 1,061 587 351 351 380
1913 2,265 19832 1,270 722 379 -— —_—

As for ‘planning’, there have been so many changes since 1945 both in
theoriesand in techniques, objectives and policies, thatitis possible to argue
that planning is ‘an activity of very recent origin, belonging to the 1960s
rather than to the 1950s°.2 In ‘boom’ conditions after 1950, long-term
planning, employing a variety of instruments, more or less sophisticated,
for the first time in years of peace began to be thought of in capitalist
societies as the planning of whole economies and not simply planning within
economies. In years of depression governments had resorted to ‘regulation
of single markets’—with business groups often ‘willingly giving up more
freedom of action than was actually necessary’ and labour pressing for
intervention on ‘welfare’ grounds.® In the changed conditions of the
1950s and early 1960s ‘overall’ planning in some countries, at least,
began to take account not only of specific or short-range problems,
including balance-of-payments problems, but of general tendencies to-
wards distortions of market prices, of divergences between private and
social costs, and of the need for long-term forecasting. The idea of shaping
the development of an economy through ‘modernisation’ or through the
assessment and formulation of future ‘national needs’ began to win new
adherents. In countries like Germany and the United States, where there
was continued suspicion of enhanced governmental powers, there was a
development of planning techniques within large business firms, some-
times through the mediatorship of banks: here also there were ‘lengthened
perspectives’, particularly in science-based industries, involving a sense of

! The estimates of national income—those of C. H. Feinstein—are conveniently set out
in B. R. Mitchell and P. Deane, Abstract of British Historical Statistics (Cambridge, 1962),
Pp- 367-8. The figures relating to the export of capital and the distribution of investments
are conveniently set out in Cairncross, op. cit. pp. 180, 185.

? Shonfield, Modern Capitalism, p. 220.
3 A.J. Tinbergen, Shaping the World Economy (New York, 1962), p. 68.
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planning strategy.! It has become possible, indeed, to trace a process
whereby ‘managerial practices and attitudes in the public and private
sectors of most Western economies tend to become more similar’.2 At the
same time, the debate about economic planning in Communist societies has
been opened up to cover such questions as the development of a ‘less
irrational’ price structure, freedom of contract between enterprises, and
more direct links between producers and consumers.® And, just as a
process can be traced in capitalist countries which has led towards over-
lapping between private and public policies and practices, so there have
been some planning processes (particularly those involving large-scale
investment decisions)common to both capitalist and Communist countries.
Again, the smaller undeveloped countries, where planning is a con-
venient and attractive slogan, face the greatest difficulties in practice in
introducing planning in order to control their situation.* The minimum
size required to secure both economies of scale in industry and the
prospect of effective planning has risen as technology has changed and as
planning techniques have become more highly sophisticated.®> What effect
this consideration will have on new forms of economic integration in the
future remains as uncertain as what form economic ‘ interdependence’ will
eventually take.

1 J. B. Quinn and A, M. Cavanaugh, ‘Fundamental Research Can be Planned’, Harvard
Business Review (1964).

2 E. S. Mason (ed.), The Corporation in Modern Society (Cambridge, Mass., 1959), p. 17.

3 A. Nove, ‘Soviet Planning: Reforms in Prospect’, reprinted in Was Stalin Really
Necessary ? (London, 1964).

4 For some of the difficulties, see G. Myrdal, Economic Theory and Under-developed

Regions (London, 1957).
® E. A. G. Robinson (ed.), Economic Consequences of the Size of Nations (London, 1960).
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CHAPTER IV
SCIENCE AND TECHNOLOGY

of Nature seemed to have been revealed to the scientist in broad

.outline; and his researches appeared to some degree, especially in
the physical sciences, to have assumed the form of investigations into a
structure that was more or less known and established by the work of
those who had gone before him. Scientific thought had already undergone
three great changes that are properly described as revolutions, since they
were no mere changes of emphasis but fundamental changes in outlook.
They had all been effected in modern times and in western Europe. The
seventeenth century had seen the revolution in mechanics and the founda-
tion of modern physics, begun by Galileo and completed by Newton and
marked particularly by the publication of Newton’s Principia in 1687;
in the eighteenth century there came the revolution in chemistry, brought
about by Lavoisier’s classic experiments and associated, so far as such
events may be dated, with the publication of his Traité élémentaire de
chimie in 1789, a date which still conveniently marks the foundation of
modern chemistry; the revolution in biology was more recent, introduced
by the publication of Darwin’s Origin of Species in 1859. Biology had
not kept pace with the physical sciences, but it too now seemed at last to
have set out on its modern road; and the scientific mind appeared to be
concerned at this period with what may be described in general terms as
an increasingly refined anatomy of nature. The world around us, it was
considered, was made up both in its living and in its non-living forms of
a number of chemical elements. About seventy-five were already known,
and it was recognised that there were probably others not yet discovered.
The elements consisted of eternal and indestructible atoms: the atoms
of any one element were alike and had the same weight, different from that
of the atoms of every other element. The protean nature of energy was
understood and its transformation from one form into another of its
numerous manifestations, into mechanical or thermal or chemical or
electrical energy, had been quantitatively determined in exact and refined
experiments. The framework of the world was apparently known.

In the last few years of the century, however, the situation suddenly
changed. In 1896 Becquerel discovered radioactivity and in 1899 Mme
Curie concluded that radioactive atoms were unstable and that in the
radioactive processes observed they were undergoing disintegration with
release of energy; and meanwhile in 1897 Sir J. J. Thomson showed that
the so-called cathode rays, discovered by Pliicker in 1859, consisted of
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submicroscopic particles carrying negative charges of electricity: since
they were produced in identical form from many different kinds of atoms,
these particles, which he called ‘corpuscles’, and which were later renamed
‘electrons’, were a common constituent of atoms. Atoms, therefore, were
not simple but composite; and some of them were unstable and disinte-
grating at measurable rates. These two discoveries, made at the very close
of the century, ushered in the fourth revolution in science in modern
times and opened to us the new world of atomic physics.

Science had, of course, been applied to some extent in industry even in
the seventeenth century and still more in the nineteenth, but such applica-
tion was not general and the links between science and technology were
not close. Many of those engaged in politics realised the importance of
scientific knowledge and its application in the modern world. Before the
nineteenth century closed A. J. (later Lord) Baifour remarked of scientists:
‘They are the people who are changing the world and they don’t know it.
Politicians are but the fly on the wheel—the men of science are the motive
power.” But it was the first world war that effectively demonstrated to the
modern nation-states and their governments the necessity of applied
science for their economic and military survival.

So the nineteenth century ended with a fundamental and revolutionary
change in the physical sciences and with some recognition that it was
science that was moulding the world of the future.

The first half of the twentieth century proved to be a period of advance
in science surpassing that of all preceding times in extent, in rapidity and
in application; and in these fifty years the harvest of four centuries of
modern science was reaped so thoroughly that it changed the whole aspect
and outlook of our civilisation as well as our daily lives and our habits of
thought. When men began some four hundred years ago to abandon the
older ways of thinking and speculating about Nature and her workings,
and to give up the practice of constructing systems of the world prematurely
on shreds of evidence, they turned instead to the limited objective. They
turned also to the ‘explanation’ that was to be accepted as ‘true’—and
this merely in the provisional and scientific sense—only if it agreed with
indisputable and verifiable experimental fact. They had embarked upon a
new adventure, much as other men went on voyages of discovery; and
none could have foreseen that the knowledge that would ultimately be
gained would presently outstrip their organised political capacity to control
its application and to limit its use to beneficent ends, or that the customary
freedom enjoyed by scientists for centuries in the publication of their
discoveries would finally have to be taken from them in certain fields in
the interests of military security and national survival. In the period now
being discussed the invention of the internal combustion engine solved
the problem of heavier-than-air flight and so gave us the aeroplane with
its terrible powers of destruction in war; the advance of atomic physics
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has given us the atomic bomb, by which humanity holds in its own hands
the very means of its extermination, perhaps of the destruction of ‘the
great globe itself” with ‘all which it inherit’, or perhaps of the mutation
of living forms into new and monstrous evolutionary species. Man has
for the first time become the master of his fate.

From its very beginnings, of course, modern science has been of conse-
quence outside the study and the laboratory, beyond its immediate
frontiers and often far beyond them. In the physical sciences, the helio-
centric theory of Copernicus, set forth in his De revolutionibus orbium
caelestium in 1543, displaced the habitation of man from the centre of the
universe, about which the sun was believed to revolve for his benefit, to
a minor planet in the solar system and gave him a less dignified and less
important place in the material scheme of things; and, more recently, in
the biological sciences, Darwin’s theory of evolution as propounded in
the Origin of Species in 1859 demonstrated man’s remote and humble
animal origin and removed him from his proud and privileged spiritual
position of being ‘a little lower than the angels’. From Copernicus to
Darwin, however, these and similar advances, with such consequences
on human thought and life as they might have, affected the minds of only
a very small minority of men and the daily lives of probably none of them.
The first half of the twentieth century brought great change in this respect ;
through the spread of education and the multiplication of a great variety
of means for the popularisation and dissemination of scientific and techni-
cal knowledge, men and women of all classes everywhere, at least among
the democracies, became aware that their survival and alike their destruc-
tion depended on the progress of science, or on how their rulers or the
rulers of other peoples decided to apply that progress. These matters
became clearer, however, and grimmer in their dread reality at the end of
the second world war. We turn for the moment to earlier years and other
fields in the half-century.

In the last fifty years there has been an unparalleled increase in our
knowledge, not only of the complexity of the atom but also of the vastness
of the universe, not only of the infinitesimally minute but also of the
incomprehensibly great. When the century opened, the distances of only
about twenty stars were known with any reasonable accuracy. As a
result of the construction of new telescopes and of developments in photo-
graphy the distances of several thousands have been determined accurately
in the last half-century, and much has been learned thence about the size
and structure of the cosmic system. The completion of the great 100-inch
reflector telescope at Mount Wilson in California provided an instrument
with greatly increased light-gathering power; and it soon became clear
that there are galaxies other than our own, the so-called ‘island universes’,
to the number of about a hundred million, all about the same order of size
and all receding apparently from our universe, the Galactic System. The
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nearest is some 500 million light-years distant from us, that is, at the
distance that would be traversed in 500 million years by light, which
travels at a speed of 186,000 miles per second. The astronomer has, indeed,
had to devise and adopt a new yardstick for his measurements, namely,
the ‘light-year’, the distance travelled by light in one year, in order that
he may be enabled to handle these huge and incomprehensible figures
conveniently. The expansion of our world in these fifty years is enormous;
its vast dimensions cannot be visualised by the human mind, and man,
though the astronomers may show him to be ‘a citizen of no mean city’,
finds his imagination incapable of realising its gigantic and colossal
grandeur. Our own ‘universe’ has a diameter now calculated at about
100,000 light-years.

Cosmic space, therefore, so far as the great modern telescopes have
probed, has been shown to contain an enormous number of ‘island uni-
verses’, all more or less of the same size and more or less evenly distributed.
Some of them appear to be still in process of condensation and formation
from glowing gaseous matter, or were so when the light by which our
telescopes detect their existence and their state left them hundreds of
millions of years ago on its long journey to our planet. Interstellar space,
for long thought to be void, appears to be far from empty, since it con-
tains much highly tenuous matter, this interstellar matter being compar-
able in amount with the stellar matter of the cosmos.

Much knowledge was gained during this half-century about the stars
and about their chemical constitution and their evolution. The existence
of ‘giants” and of ‘white dwarfs’, which consist of very dense matter, as
much as 10 tons to the cubic inch, and of variables of different kinds has
been detected. It has also been shown that, in general, the main-sequence
stars consist in all probability mainly of the element hydrogen, from which
there are other reasons for supposing all the other chemical elements to
have been formed. The process of probing space continues with ever more
powerful telescopes, but the present century has already revealed much of
the structure of the vast universe, or system of ‘universes’, with some
knowledge of its evolution and its composition.

So far as this century has gone, these advances have brought an even
greater sense of the vastness of the world and have reduced mankind, at
least on the physical plane, to a creature of still more microscopic minute-
ness, yet taking such courage as he may in this awful immensity in which
he finds himself from the circumstance that it is his mind that has pene-
trated to some extent its remote depths.

The hundred million universes, it has been shown, are composed ulti-
mately, like man himself, of atoms, of those submicroscopic particles
which the present half-century, after some beginnings at the close of the
nineteenth century, has revealed as minute and complex worlds in them-
selves. Almost until 1900 the atom, in spite of the rise of a chemical
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atomic theory under John Dalton in the first decade of the nineteenth
century, was, so far as science was concerned, merely a hard solid un-
structured sort of infinitesimal billiard-ball, or, as Lucretius had described
it two thousand years earlier, solido atque aeterno corpore. In 1897—9
Sir J. J. Thomson detected the first component to be known in the structure
of the atom. This has since become familiar as the electron. Electrons
were identical in all atoms from which they were obtained; and they
proved to be particles carrying a negative charge of electricity, and pos-
sessing a mass very much smaller than that of a hydrogen atom, a mass
presently shown to be about 1/1,850th of that of a hydrogen atom. The
identification of a constituent common to all atoms recalled the dreams of
the alchemists about the transmutation of the elements, and such changes
were indeed effected later.

Shortly afterwards another particle was discovered in the structure of
the atom, a particle charged with positive electricity equal in amount to
the negative charge on the electron, and with a mass the same as that of
the hydrogen atom. It was called a proron. It appeared that the atoms
of the different chemical elements were formed of differently ordered
assemblages of electrons and protons, the number of electrons in the atom
of a particular element being the same as the number of protons, since
the atom as a whole was electrically uncharged.

Then in 1911 Lord Rutherford introduced, to quote Sir Arthur Edding-
ton, ‘the greatest change in our idea of matter since the time of Demo-
critus’, In his researches on radioactivity Rutherford had shown that the
alpha rays, as they were called, which were emitted, like beta rays and
gamma rays, in radioactive disintegration were in fact not rays, but
positively charged helium atoms. Their mass was four times as great as that
of a proton and they carried a charge double that of the proton. Also they
moved at high speeds and had a high kinetic energy. They were known to
pass through matter easily because of their great velocity and high energy,
but Rutherford found that in so doing they occasionally suffered very
large deflections. He concluded therefore that the inside of the atom was
mostly empty, which would account for the observed fact that alpha
particles in general passed through matter without deflection, but that the
occasional deflections had been caused when the alpha particles had, in
traversing the atoms, approached near a small central and positively
charged nucleus or core. Thus the ancient solid atom, accepted from
Democritus to Dalton and even for a century after Dalton had propounded
his theory, was now revealed as a structure largely empty and consisting
of a minute but massive central nucleus, with a positive electrical charge,
surrounded at a distance by a peripheral shell of negatively charged elec-
trons—a kind of solar system in miniature. Matter seemed, therefore,
to be mostly empty space.

It appeared at the same time that protons and electrons, in some
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instances, might form two slightly different structures with slightly different
atomic weights and therefore that the atoms of a given chemical element
might exist in two forms with slightly different atomic weights. Up to
this time the atomic weight of an element had been one of its supposedly
invariable characteristics; but for such chemically identical atoms, with
slightly different atomic weights but otherwise chemically indistinguish-
able, as now appeared to be possible, Soddy coined the name ‘isotopes’
in 1913 when he discovered the two isotopes of lead produced by the
radioactive decay of uranium and of thorium respectively. In the same
year J. J. Thomson in a study of positive rays discovered the isotopes
of neon; and by means of the ingenious mass-spectrograph F. W. Aston
showed in 1919 and in later years that most of the chemical elements
were mixtures of isotopes.

The discovery that all atoms possessed two constituents, and that atoms
differed chemically because of the different numbers of protons and
electrons of which they were composed, brought science back to the long-
rejected idea that matter was transmutable, a theory over which the
alchemists had spent their lives and their fortunes, or some part of the
fortunes of their patrons. Studies on radioactivity had already shown
that certain elements were gradually undergoing change and disintegra-
tion, that uranium slowly passed into lead through a very long period of
time and that thorium also underwent the same change. In other words,
certain elements were being ‘transmuted’, but neither by the methods of
the ancient alchemists nor according to their dreams; for, whereas they
had hoped to convert base lead into noble gold or silver, Nature was
slowly turning precious uranium into base lead. The first modern ‘trans-
mutation’ was achieved by Rutherford in 1919, when he succeeded in
obtaining hydrogen by bombarding certain light elements with alpha
particles, and thus in producing a simpler atom from a more complex one.
In 1922, however, Blackett concluded from similar experiments that
oxygen was produced in the bombardment of nitrogen atoms with alpha
particles, in this case a more complex atom being obtained from a less
complex one by a ‘transmutation’ in which there was a building up rather
than a breaking down. The rapid development of this work, by means of
the cyclotron and later the atomic pile, has brought about many other
transmutations: it has even led to the production of new elements, the
so-called ‘trans-uranic elements’, those that fall beyond the heaviest
element, uranium, in the chemist’s Periodic Table. These new elements,
such as neptunium, plutonium, americium, curium, berkelium and cali-
fornium, were first produced in the laboratory; some of them have since
been detected in minute proportions in pitchblende. The significant ad-
vance, however, is that the atomic physicist has, in this half-century, not
merely transmuted elements but also produced artificial or synthetic
ones.
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Further striking advances in this field have led to the production of a
number of radioactive, that is, unstable, isotopes of known elements, a
result that has found many valuable applications. One that may be specially
mentioned in passing is the use of radioactive carbon, or radio-carbon
as this isotope of carbon is often called, in physiology and in medicine,
whereby this substance may be traced in its passage through the organism
by means of the external photographic detection of its radioactivity.

The use of radio-carbon has led also to the remarkable discovery that
animal tissue shares with plant tissue what was long regarded as a unique
function of the latter, namely, the utilisation of carbon dioxide, previously
regarded as a waste product, in the building up of more complex substances;
and it has also been shown that the oxygen evolved in photosynthesis
by green plants under the action of light does not come, as was formerly
supposed, from the decomposition of the carbon dioxide absorbed by the
plant, but from the decomposition of water.

Since atoms, therefore, appeared to be assemblages of electrons and
protons, every atom being electrically neutral because it was composed of
an equal number of both kinds of particles, and since the proton had
amassabout 1,800 times as great as that of the electron and, in fact, a mass
that was practically equal to that of the hydrogen atom, it seemed that the
proton, or perhaps the hydrogen atom, might be akin to the protyle or
primary matter of the Greeks, from which all matter and therefore all
atoms were made. A form of this ancient idea had been revived in the
second decade of the nineteenth century by William Prout, a London
medical practitioner, who had based his views on the somewhat inadequate
evidence at his command that the atomic weights of the elements were
whole numbers on the scale in which the weight of the atom of hydrogen
was taken as unity—whereas, in fact, many of them were not integral.
Prout thought that he had discovered in hydrogen the stuff of which all
atoms and therefore all matter was composed, but for the moment the
facts were against the acceptance of his hypothesis, although much time
and exact experiment were given to further determinations of such impor-
tant numbers as the atomic weights of the chemical elements. But in 1911
Barkla, in his studies on the scattering of X-rays, showed that the number
of electrons in a particular atom corresponded to its place in the chemist’s
Periodic Table, in which the elements fall into well-defined series and
groups when arranged in the ascending order of their atomic weights. In
1913~14 Moseley showed that the number of units of positive electricity
(protons) on the nucleus of the atom of a chemical element gave its
‘atomic number’, which was, with certain exceptions—all long-standing
anomalies—nothing more or less than its numerical position in the
Periodic Table. In the modern form of the Periodic Table, subsequent to
Moseley’s work, the elements are arranged not in order of their atomic
weights, but in that of their atomic numbers, since the latter are more
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fundamental, different isotopes of the same element having the same
atomic number, and there are no anomalies.

Already, in 1901, Strutt had been attracted to Prout’s hypothesis; and
he had examined the eight most accurately determined atomic weights and
shown mathematically that the probability of the total deviation of these
atomic weights from a whole number being as great as found by experi-
ment was about I in 1,000. He then examined in the same way a further
eighteen other atomic weights which could not be so reliably determined,
and concluded: ‘A calculation of the probabilities involved fully confirms
the verdict of common-sense, that the atomic weights tend to approximate
to whole numbers far more closely than can reasonably be accounted for
by any accidental coincidence. The chance of any such coincidence being
the explanation is not more than 1 in 1,000, so that, to use Laplace’s modes
of expression, we have stronger reasons for believing in the truth of some
modification of Prout’s Law, than in that of many historical events which
are universally accepted as unquestionable.” The discovery of the electron
and the proton as common constituents of all atoms, with the consequent
revelation of atomic structure, and the remarkable discovery by Moseley
of ‘atomic numbers’, seemed in the 1920s to have proved the truth of that
‘modification of Prout’s Law’ foreshadowed in Strutt’s conclusion, that
the hydrogen atom in the form of its nucleus, the proton, was the primary
stuff, so far as mass was concerned, of which all matter was made. And
later came the conclusion that the main-sequence stars consist, in all
probability, mainly of hydrogen, which therefore began to reveal itself
as the protyle of the Greeks, the basis of all matter, terrestrial and celestial,
although, of course, the Greeks excluded celestial matter as being of a
different and permanent and unchanging nature, But, so far as the atom
was concerned, simplicity soon disappeared with the discovery of funda-
mental component particles other than the proton and the electron,
namely: the neutron (Chadwick, 1932), an uncharged particle with a mass
equal to that of the proton; the positron (Anderson, 1933), with a mass
equal to that of the electron, but a positive, instead of a negative, charge;
a variety of mesons, particles with a short life and positively or negatively
charged with electricity or even neutral; and, possibly, the neutrino, a
neutral particle of very small mass. The structure of the atom, at first
apparently simple, has since proved to be complex; and, although the
atom now seems to be almost a cosmos in itself, its complex constitution
and its fine structure have in these fifty years become subjects of experi-
mental investigation.

Increasing knowledge of the atom and of its structure haslargely broken
down the barriers between the sciences of physics and chemistry. The
terms ‘atomic physics’ and ‘chemical physics’ have come into use for
special fields that overlap two sciences that are really but one, while at the

1 Philosophical Magazine, 1901, vol. 1, series vi, pp. 313-14.
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same time mathematics has entered into the science of chemistry to play
almost as great a part as it plays in that of physics. Other developments
associated with the study of living matter have brought into being the
sciences of biochemistry and, more recently, biophysics. In biochemistry,
in its brief half-century as an offshoot of chemistry, probably the
most important advance was Gowland Hopkins’s discovery of what were
at first called the ‘accessory food factors’ and later known as the vitamins,
those substances without which a diet, although it may supply ample
energy to the organism, is inadequate for the maintenance of health. The
vitamins, in small amount, are necessary ingredients of our daily bread;
their absence causes what have been called the ‘deficiency diseases’, such
as rickets, scurvy and so on. It is now known, for example, that Scott’s
South Polar Expedition (1910-12) was equipped with a diet satisfactory
with regard to the energy that it would provide, but deficient in vitamin
content, and that the expedition’s tragic end was due to this cause. The
results of the discovery of the vitamins and of wide development of know-
ledge in this field have brought inestimable benefit to the health of nations.
Today some of these substances are in fact produced on the manufactur-
ing scale. Another important group, essential to life and health, the
hormones, produced in certain glands in the body and carried by the blood-
stream to their points of action, was also discovered in this period by
Bayliss and Starling (1902). Adrenaline was isolated by Takamine in 1901
from the suprarenal glands and thyroxine from the thyroid gland by
Kendall in 1915. Insulin, isolated by Banting and Best from the pancreas
in 1922, proved of great value in the treatment of diabetes mellitus;
cortisone, from the adrenal cortex, isolated by Kendall in 1936, is being
applied in the treatment of rheumatoid arthritis; and there are others, and
some have been synthetised and some prepared on the manufacturing scale.

While the germ theory of infection had satisfactorily established itself,
it now became clear that there are other and more minute agents of
disease, namely, the ultra-filterable viruses, which can reproduce them-
selves only in living tissue. Some of these viruses, from plants, were
isolated by Stanley in 1935 as crystals; they were found to be mostly
complex protein substances or nucleo-proteins. The question of whether
they are living matter is not yet capable of clear decision.

In organic chemistry, progress continued at an ever increasing pace.
The characteristic work of the ‘classical’ organic chemist advanced farther
in the isolation of substances that occur in or are associated with living
matter, in the determination of their structure and their subsequent syn-
thesis in the laboratory, and often in their production on the manu-
facturing scale if they proved of industrial or medical importance. Other
organic chemists successfully applied the electronic theory of valency and
molecular structure to chemical changes in order to explain the mechanism
of the reactions between organic substances, which had previously found
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little or no explanation in the electro-chemical terms that had long been
used and applied in inorganic chemistry. Thus, the nineteenth century
closed with the science of chemistry, the science of which it is justly said
that it affects our daily lives more than any other science does, divided
into two distinct fields, organic chemistry on the one hand, and physical
and inorganic chemistry on the other. The first half of the twentieth
century, by this wide application to organic chemistry of the methods and
theories of physical chemistry, has seen a unification of these two great
fields of chemistry, which is but part of that wider unification of the sciences
of physics and chemistry that characterises the period.

A number of investigators in this half-century succeeded in the prepara-
tion of new drugs with the property of being deadly to bacteria and other
organisms of disease infecting the higher animals, while being generally
harmless to the host. The problem was approached deliberately and it was
clear that it would be difficult. The component that would deal with the
bacteria or other organisms must be combined with some other molecular
group to form a new molecular grouping that would be innocuous to the
host but yet retain the bactericidal properties of the first component. One
of the first of these new drugs to be prepared was salvarsan, obtained by
Paul Ehrlich in 1909. It was fatal to the spirochacte of syphilis, but harm-
less to the subject; it revolutionised the treatment of this disease. Sal-
varsan was an organic compound of arsenic; the long and patient research
involved in the prosecution of a problem of this kind is indicated by the
fact that Ehrlich prepared over six hundred compounds by elaborate
syntheses before obtaining a product possessing the requisite properties.
Other similar drugs for the treatment of such tropical diseases as sleeping
sickness followed: but it was not until 1935 that Domagk showed that
streptococcal infections could be treated in a similar way by means of
prontosil, a red organic dye-substance. After it had been realised that
the effective part of the prontosil molecule was the sulphonamide group,
the new drug, known as ‘M and B 693°, or sulphapyridine, was syn-
thetised by Ewins and Phillips and applied in 1938 in the treatment of
pneumonia and other ‘killing diseases’. It has so greatly reduced the
mortality from pneumonia that Osler’s term for this formerly dreaded
disease, ‘Captain of the Men of Death’, a phrase which he derived from
John Bunyan, is no longer applicable. The sulphonamide drugs have
also proved an effective remedy in puerperal fever. The discovery of the
antibacterial properties of penicillin by Fleming in 1929, and its successful
development as an antibiotic by Chain and Florey in 1940, placed another
powerful weapon in the hands of the physician. It was presently produced
on the commercial scale. Other antibiotics followed, including strepto-
mycin, chloramphenicol and aureomycin, which have been used with
success in the treatment, respectively, of some forms of tuberculosis, of
typhus, and of virus diseases.
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In the realm of crystallography, the chemical architecture of the molecule
has been laid bare by physical methods in the pioneer work of Sir William
Bragg and his son, Sir Lawrence Bragg, who devised the method of using
a crystal as a diffraction grating for X-rays. From the spectra thus given,
the arrangement of the atoms in the crystal molecule could be deduced. In
this fascinating revelation of the patterns in which Nature builds, physics
and chemistry have again combined; and the work of the Braggs and their
pupils and other crystallographers has shown once again that these two
sciences have become so closely linked as to be essentially one.

The discovery of the hormones, secretions of the ductless glands, as well
as advances in our knowledge of the detailed chemical mechanism of the
process of respiration, have been important developments in physiology
in these fifty years. In neuro-physiology progress has been equally
striking, especially Sherrington’s researches on the integrative action of
the nervous system, Dale’s on the humoral transmission of nervous
impulses and Adrian’s on peripheral nerves. In physiology, and in the
related science of histology, the instruments of the physical scientist have
been partly responsible for the increased rate of progress; of these we may
mention only X-ray diffraction methods and the improvements in micro-
scopic technique, especially the ultra-microscope in the earlier part of
this period and more recently the electron microscope.

Geology is another science in which the techniques of physics and
chemistry have been widely brought into use in this present century, on
the purely scientific side in elucidating the problems of geochemistry,
and on the practical side in locating sources of valuable raw materials
beneath the earth’s crust. Today the geologist is called upon for scientific
advice on many problems of our modern civilisation, apart from the
location of new sources of raw materials for industry: water-supplies,
building materials, the nature of soil and its suitability for various pur-
poses, the sites for roads and houses. The study of the atmosphere by
sending up carriers of recording instruments ranging from kites to the more
recent powered rocket has shown that it consists of three very different
layers: the troposphere, or lowest layer, a region of much movement and
not of uniform temperature extending from the surface of the earth to
a vertical height of about six miles; the stratosphere, above the troposphere
and at a uniform temperature; and, above this, the ionosphere, beginning
about thirty miles above the earth’s surface and extending a further one
hundred and twenty miles, increasingly ionised towards the upper layers
and affecting the transmission of wireless waves, which it reflects. The
circulation of the atmosphere and the formation of clouds have been
increasingly studied, together with the many changes in this complex
system. It appears that the causes of rain and snow and the formation of
ice are not as simple as they were once supposed to be.

The search for sources of power, for coal and oil, has needed the services
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of the geologist, once the haphazard exploitation of former days had
exhausted obvious supplies. The use of physical methods, such as the
reflection of percussion or electromagnetic waves (wireless waves), or
measurement of the minute changes in electric or gravitational fields, has
been introduced to locate oil, water and a variety of minerals beneath
the earth’s surface. An interesting development in geological thought,
in geophysics, was propounded in Wegener’s theory of continental drift
in 1915, to explain the distribution of the great land masses, the continents,
on the earth’s surface. Evidence was adduced to show that the various
continents had in remote times gradually separated and drifted apart from
one original land mass. The theary long remained a subject of lively
debate but its acceptance was far from general.

However, it was the study of radioactivity that in the early years of this
century provided the geologist with a reliable means of dating the forma-
tion of many of the strata that he studies. By laboratory measurements the
physicist had established the rate of disintegration of radioactive sub-
stances, for example, into helium and radium-lead (an isotope of ordinary
lead). It remained only to measure the proportion of lead and helium
in radioactive minerals to establish the age of the rocks in which these
minerals occurred. By this means, the geologist was shown to be correct in
the estimates that he had made on purely geological data for the great age
of many of the rocks, namely, hundreds of millions of years; indeed, the
‘geological time’ that he had demanded was in some cases now granted
to him in overflowing measure without the scepticism that had on occasion
formerly accompanied it. The passing of the half-century has also seen
the geologist concerned in the location of sources of uranium and other
elements of high atomic weight. The production of the atomic bomb at
the close of the second world war, and the hopes of applying and develop-
ing the use of atomic energy, have led to an almost world-wide search for
the necessary basic materials.

Meteorology is another science that calls to its aid the instruments of
physics and chemistry; with these, more reliable daily weather forecasts
have been made available, and mariners can be forewarned of bad
conditions and farmers advised of good. State meteorological stations
have been established by all civilised nations, and are a necessity for
air travel, while the increased rapidity of communication brought about
by means of wireless telegraphy has made more immediately available
the data necessary for accurate forecasting of weather conditions.

But it is in physics itself that the most profound changes in scientific
thought have occurred. While the nineteenth century closed with a firm
belief in Newtonian mechanics, the researches of Max Planck on the
radiation of heat disproved the older belief that energy was equally dis-
tributed among the different wave-lengths in which it was radiated by a
black body; and energy appeared to be not continuous, as had been
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supposed, but discontinuocus, discrete, almost corpuscular, so that it might
be regarded as released in units or quanta. Where v is the frequency of the
emitted radiation and 4 a universal constant, which Planck called the
‘quantum of action’, the amount of quantity of energy emitted by a
radiating body might be represented as the product of 4 and v, or Av.
Planck’s quantum theory and his constant 4 have revolutionised the physi-
cist’s ideas on energy. Moreover, the development of the Special and
the General Theory of Relativity by Einstein has shown that the energy
(E) of a body is proportional to its mass () according to the relation
E = mc?, where c is the velocity of light in vacuo. Mass and energy have
therefore lost their once so obvious difference and are now seen to be one
and the same thing, or perhaps both imperfect expressions of one and the
same incompletely understood idea, so that the laws of conservation of
mass and of energy—the establishment of the latter being one of the great
triumphs of the physics of the second half of the nineteenth century—
really express the same idea from two different points of view. Indeed,
the energy received from the sun may be largely due to the loss of mass
that occurs when helium is formed from hydrogen, the change occurring
in the sun, which is considered to produce the energy that it radiates.

With the rise of the Special Theory of Relativity, absolute space and
time, together with the old mechanical ether, have been abandoned; and,
under the Special Theory of Relativity, gravitation and electromagnetism
(and light also, which was shown to be an electromagnetic phenomenon
by Clerk Maxwell in 1873) have been unified in a new form of ‘field
physics’. The Newtonian world has been replaced by the four-dimensional
space-time continuum; and thus the whole physical picture of the world
has been changed, but rather by an extension than by an abandonment of
Newtonian principles. The emission of light, too, since it is essentially a
radiation, is discrete and it is emitted in units named photons. Since,
however, earlier in this century light was considered to have the properties
both of a wave and a particle, there was considerable development in the
study of wave mechanics with the consequence that wave phenomena
were recognised as statistical probabilities, as had also appeared in the
study of heat radiation. Indeed, the statistical view, the view that a
phenomenon occurs because it is the most probable among a number
of possibilities, became widely applied in physics during the period with
which we are here concerned.

The biological sciences have exhibited during this half-century a pro-
liferation similar to that of the physical sciences; and genetics, which is
concerned with heredity and variation, has developed so extensively that
it is to be regarded as a science in itself, especially since, unlike physiology
and biochemistry, it does not depend on the techniques of the physical
sciences. When the century opened, it was realised that Mendel, whose
work had begun at least as early as 1857 and had subsequently escaped
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the recognition that it properly deserved, had already discovered and
established the principles of heredity experimentally. The situation was
interesting. Darwin in his Origin of Species in 1859 had expanded the
idea that he had put forward in collaboration with Alfred Russel Wallace
in 1858 about a mechanism of organic evolution, namely, natural selection:
it was in fact embodied in the full title of his book, The Origin of Species
by means of Natural Selection or the Preservation of Favoured Races in the
Struggle for Life. But Darwin’s theory had been expressed in terms of
small continuous variations and, before the nineteenth century closed,
biologists had turned preferably to discontinuous variations or, as they
were named, mutations. The theory of natural selection, oversimplified
as ‘the survival of the fittest in the struggle for existence’, was presently
supplemented by the explanation that ‘ particulate’ inheritance, or Mendel-
ian inheritance, is conveyed and controlled by the mechanism of genes—
inherited factors or units existing in any individual in pairs, one derived
from each parent. The genes are carried in the chromosomes of the cells
and follow the Mendelian laws of inheritance. Probably the most impor-
tant development in biology in this half-century has been the subsequent
integration of Mendel’s principles of heredity with the theory of natural
selection.

In Mendelian genetics the hereditary units have been shown to maintain
their identity, whereas Darwin had supposed that these factors blended.
The advances of the recent half-century have now made it clear that
evolution is governed by selection acting on Mendelian or ‘particulate’
inheritance, and in this way Darwinism has been more widely accepted in
a new form. As for such theories of evolution as that of Lamarck, who
based his ideas on the inheritability of acquired characters, such as might
be produced by use or disuse, and who supposed that it was these changes
induced in organisms that controlled the process of evolution, these views
have in the second quarter of this century found wider acceptance in the
Soviet Union for political reasons and not for their scientific validity.

In the last quarter of the nineteenth century an increasing number of
finds of the fossil remains of Neanderthal man helped to establish the fact
of human evolution, Then Pithecanthropus was found in Java in 1891
and afterwards Sinanthropus near Peking; in 1900 it was generally con-
sidered that Neanderthal man arose at some point between Pithec-
anthropus, the most ancient fossil form recovered, and homo sapiens, or
modern man. In 1912 the famous Piltdown remains were found, since
shown to have been the greatest scientific hoax ever perpetrated. The
Steinheim skull, found in 1933, and the Swanscombe (Kent) skull found
in 1935, together with numerous other finds, led to the rejection of Nean-
derthal man from the line of descent of homo sapiens, and to his relegation
as an extinct offshoot. Many other varieties of human remains have come
to light in this half-century, notable among these being Australopithecus
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from South Africa, found in 1925 and combining in remarkable ways the
characteristics of man and ape. The descent of homo sapiens has, however,
remained a problem.

The applications of science to medicine have been many and various
in the period that we are here surveying. At the beginning of the century
Ronald Ross had demonstrated that malaria was carried by mosquitoes
that had bitten malaria patients and Reed in 1900 showed that the deadly
yellow fever was similarly transmitted. These discoveries led to the control
of the breeding places of the mosquito as a means of preventing these
diseases and opened up large territories to cultivation and settlement:
a spectacular result of the work on yellow fever was that it arrested the
disease that had prevented the construction of the Panama Canal. In the
treatment as opposed to the prevention of malaria, many new anti-
malarial synthetic drugs have replaced quinine. Artificial immunisation
was greatly developed also in this period: typhoid fever, hitherto the
scourge of armies, had a negligible incidence in the first world war, and
since then diphtheria has been similarly reduced. From 1940 onwards
blood transfusion became a normal hospital procedure through improve-
ment in the system of determining the blood group of the patient. One
scientific discovery after another has been pressed into the service of
medicine, notably X-ray photography.

The most significant change in our half-century from the point of view
of technology is probably that we have separated ourselves from the horse
and taken to the internal combustion engine in the motor-car and the
aeroplane. The motor-car dates from the last decade of the nineteenth
century, but it came into general use only after the first world war. The
first aeroplane flight powered by petrol was that made by the Wright
brothers in 1903 ; they flew 284 yards. In 1909 Colonel Blériot flew across
the Straits of Dover. The first world war provoked development and
design in aircraft; and in 1919 Alcock and Brown flew the Atlantic from
west to east, while in the same year a passenger service between London
and Paris was started. Successful helicopters and jet-engined aircraft date
from the second world war, the demands of which, like those of the first
world war, led to intensive development of this still novel and promising
weapon.

In 1947 an aeroplane first flew faster than sound travels in air; and in
the same year a flight of about 20,000 miles was made around the world.
Long flights became common and large passenger aeroplanes were built.
In another development of flight during the second world war flying bombs
and rocket bombs were devised. Researches on rockets led to further
speculations on the possibilities of flight to the moon, and of inter-
planetary and even of space travel; and the sending out of artificial earth-
satellites carrying recording instruments fitted with radio-transmitters
was planned.
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The internal combustion engine has replaced the horse where he was
most familiar, namely, on the farm; and in this half-century, more par-
ticularly in the later part of it, the plough and all other agricultural
implements have been powered by tractors. Much toil and drudgery have
thus been avoided for both men and animals. In the home similar saving
of labour has been achieved by the aid of electricity, especially in the
working of the suction cleaner or so-called vacuum cleaner, and the washing
machine, and also by the use of gas and of electricity for heating in place of
coal.

Electricity has replaced gas as an illuminant in this period both in the
home and in the factory, where also it has become the usual source of
power. Its production on the large scale in hydro-electric plants—the
so-called ‘ white coal’ from ‘falling water’—is now widespread where there
is a sufficient supply and ‘head’ of water, that is, in hilly or mountainous
rainy districts. Such schemes have carried electricity to the remote
countryside as well as to the great cities; and in the later part of this half-
century many countryfolk have in their homes passed from wood or coal
or oil as fuel, and oil as an illuminant, to the use of electric power, without
passing through the intermediate use of gas as did their fellows in the
towns. In the same period electricity has brought broadcasting and tele-
vision to town and country. The advance was rapid. In 1897 Marconi
sent a message by wireless telegraphy a distance of eighteen miles, and in
1901 signals were successfully passed across the Atlantic. In the 1920s
radio-broadcasting became general and it was followed by television after
the second world war.

Wireless telephony was but another of those scientific inventions that
men have misused. It might have been applied to break down the mis-
understandings across frontiers. It all seemed so remarkable at first, and
‘nation shall speak to nation’ seemed about to be realised. When the
nations did speak to each other by this medium, however, it was fre-
quently the propaganda leading up to the second world war that they
spoke, and the ‘air’ was often filled with raucous argument or, as some
of them ensured by a warped sense of technology, noisy with the hideous
blare with which they ‘jammed’ their rivals to prevent them from being
heard by their own nationals. Statesmen and political leaders used this
new method of communication to speak to audiences of nations; by its
means messages could be passed to and from ships at sea and many lives
were thus saved; and it had much to do with the urbanising of the
countryman. Radio and television have proved valuable aids to education
in the schools. They have brought the music, literature and art of the ages
into the home and within the reach of the individual, even to his bedside
when he is ill or old. But the control and the use of these great inventions
with their almost boundless possibilities for the improving of men’s
minds have been and still are challenged and fought over by those who
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are more concerned with mass entertainment than with the preservation
and dissemination of man’s cultural inheritance. Science and technology,
at last closely linked in our time, have lavished their gifts on a civilisation
too immature to appreciate and use them properly.

The rapidity of modern technological advance, following the equally
swift strides of modern science, is nowhere so evident as in the tapping
of the vast source of energy in the atom. When Rutherford, first of the
modern alchemists, in 1919 succeeded in transmuting certain light ele-
ments into hydrogen by bombarding them with the swift alpha particles
emitted in the disintegration of radium, and Blackett in 1922 effected a
similar transmutation of nitrogen into oxygen, these changes took place
on a minute scale, because only a very small proportion of the atoms
subjected to the bombardments underwent transmutation. But in 1931
Cockcroft and Walton in Cambridge developed an improved method for
effecting such changes by means of a high-voltage apparatus; and Law-
rence, working in the University of California, devised the cyclotron, the
justly so-called ‘atom-smasher’, for obtaining charged particles with a
high energy without the difficulty of using correspondingly high voltages.
This ingenious contrivance was most successful. In 1932 Chadwick dis-
covered the neutron as a further component in the structure of the atom,
electrically neutral and with a mass equal to that of the proton. Fermi
in 1933—4 showed that neutrons were very effective in atomic transmuta-
tions and that many new radioactive elements could be produced by
bombarding various atoms with neutrons; and it was found that radio-
active isotopes could be produced for all the chemical elements. In
January 1939 Hahn and Strassmann in Germany reported that by bom-
barding uranium with neutrons they had obtained an isotope of barium,
an element far removed from uranium and with an atomic number of 46,
whereas that of uranium was 92. These atomic numbers, as we have seen,
represent the nuclear charges of the atoms. It therefore appeared that
something entirely new had been observed. This bombardment had not
produced the usual result of merely removing from or adding to the
bombarded nucleus one of the familiar particles such as a proton or an
electron or an alpha particle: on the contrary, it had split the nucleus into
two parts—atomic fission had at last been achieved.

The significance of this discovery was at once realised by scientists
throughout the world. The opening of the second world war brought with
it, however, the usual precautions of military secrecy, aithough the full
possibilities of what had happened were not at first appreciated by the
governments involved in the conflict. Within three years complete secrecy
had been imposed and a team of physicists, American, British and Cana-
dian, was officially organised to exploit the discovery of atomic fission for
use in war. This application was no longer a scientific but rather an
engineering problem. The first atomic bomb was dropped on Hiroshima
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on 6 August 1945, and the second on Nagasaki three days later. The
governments of the United States, Great Britain and Canada had kept
secret the technical information necessary for the manufacture of these
atomic bombs; they had kept it from their allies, including the Soviet
Union, and there was much criticism and resentment shown by the latter
when this policy became clear and when it was maintained even after the
conclusion of the war. Those who had been allies now split into two camps,
one struggling to overtake the other’s technical advance; and there were
some ‘leakages’ of secret information and deliberate breaches of trust for
political reasons. In six and a half years the application of the discovery
of atomic fission, expedited by the exigencies of total war, divided the
world in a race for technological superiority in the perfection of an
offensive weapon capable of measureless material destruction and of
shearing off whole nations in swift extermination. The democracies, com-
prising the United States of America and the nations of the British
Commonwealth and of western Europe, were well ahead in 1945; but
within another five years the Soviet Union narrowed this lead, and made
and tested the first of a series of atomic bombs. In this uneasy tension
civilisation faced a menace that seemed irremediable.

On the other hand, the sudden discovery of the availability of atomic
energy brought a new source of power within the reach of those nations
whose scientists were equipped to deal with such a problem and whose
resources included the necessary materials, particularly uranium. Here
again advance has been rapid; and, shortly after the close of the period
with which this chapter is concerned, power stations supplying atomic
energy were in operation.

The discovery of atomic fission had another and a quite different conse-
quence, but this time within the world of science itself. From the begin-
nings of modern science in the sixteenth and seventeenth.centuries scientists
had published their work without any interference or censorship or ban
by their rulers or governments. Now matters stood differently, and for
the first time. Knowledge in a particular field of science, a branch of
atomic physics, became of such vital interest to governments for the
survival and military security of their peoples that it was declared secret,
and those who worked in this field, mostly, of course, in special establish-
ments and laboratories set up for that work, were forbidden to publish
or communicate their work to others. Science, which had long and rightly
boasted that it knew no frontiers, had to adjust itself to changed circum-
stances.

Developments in technology have been so numerous and so varied that
any attempt at an inclusive summary would soon degenerate into a mere
catalogue of invention, and so we shall refer only to a few of the more
important. Metallurgical progress, for instance, has been most marked,
especially in the production of a great variety of alloy steels. The special
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use of silicon steel in the cores of electromagnets dates from 1903 and
effected considerable economies in electric power. Stainless steel, an alloy
with chromium, has saved much domestic labour and has been of great
benefit to the surgeon. Alloys with manganese, tungsten, nickel, vanadium,
cobalt and molybdenum have added to the variety of metallic products
necessary to our complex modern engineering; and in their different
proportions there are some thousands of such alloys of steel with these
different metals. This half-century has seen also a considerable develop-
ment and application of the alloys of the light metals, notably of aluminium
alloys for the aircraft industry. Aluminium, apart from its valuable quality
of lightness, is particularly useful because of its further property of
resistance to atmospheric corrosion by means of the thin film of protective
oxide that is immediately formed on the clean surface of the metal when
it is exposed to the air.

The pneumatic tyre, with all that it has meant to motor transport, has
been mainly developed in this period ; and a wide range of synthetic rubber
substitutes with different properties was produced from 1930 onwards.

The first commercially produced plastic, bakelite, was made in 1908
and its production marked the beginning of what became a considerable
industry: these plastics, or synthetic resins, are now so widely applied for
many purposes to replace stone and wood and metal that one has only
to look around to see them almost everywhere. Perspex, the first plastic
to replace glass, was discovered in 1930, and polythene, a flexible plastic,
came into production in 1939. Other plastics have been found useful as
wrapping materials and electrical insulators.

Nylon, which can be formed into a thread and which replaced artificial
silk as a fabric, dates from 1935. The earliest of these artificial fabrics,
rayon, dates from the beginning of the century; it was followed in turn by
cellulose acetate and then nylon; and towards the end of our period
terylene proved successful.

Atmospheric nitrogen has been fixed by various industrial processes
in the form either of nitric acid or of ammonia. The success of these
processes proved of great benefit to agriculture and to the explosives
industry, and brought to an end their dependence on such natural sources
as the mineral nitrates of Chile. The successful invention of one of these
processes in Germany is said to have been a factor in the decision to make
war in 1914, since it appeared to indicate that an adequate future supply
of nitric acid for the manufacture of explosives was assured even if imports
from Chile were cut off.

Many new and improved dyestuffs have been manufactured in this
period and they have added colour and variety to fabrics. Photography
has been greatly improved with plates and films of varying sensitivity for
different purposes; and what was at first a difficult and complicated process
has passed successfully into the hands of countless amateurs. Insecticides
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in great variety have been invented, the best known probably being
DDT, but careless or too general use of such remedies is said to destroy
the pollinating insects as well as those that prey on the crops to be pro-
tected. Selective weed-killers, that destroy the weeds and leave the crop
undamaged, have also been devised.

While the volume of agricultural production has steadily increased in
this half-century by the application of scientific knowledge, the human
race has multiplied even faster, and frequent warnings have been sounded
that in a world populated by over 2,000 millions of people, increas-
ing annually by 20 millions, a mere 1 per cent, disastrous shortages of
food may well lie round the corner. In the West food supplies have so
far proved adequate for an increasing population; in the East, however,
this is, in general, so far from being so that birth-control has been recom-
mended as the only solution against a threat of famine. The bringing into
cultivation of hitherto untilled land has proceeded steadily, especially in
those marginal areas where rainfall and temperature are only just sufficient
for agriculture; and remedies for loss of soil by erosion, as in the ‘dust-
bowls’ of America, have been scientifically and successfully applied. In
the later years of this half-century, however, surplus stocks of food have
been amassed in some countries, with the threat of dangerous or even
ruinous falls in prices, while at the same time the populations of whole
tracts of the world have been underfed.

In the preservation of food, an important discovery in the refrigeration
of meat carried in ships was applied in 1934. Two methods had long been
in use: either the meat was frozen about ten degrees below the freezing-
point of water, in which state it could be conveyed satisfactorily for great
distances, for example, from Australia and New Zealand to Europe; or
it was chilled to just below the freezing-point of water, and then it could
be carried only for shorter distances, such as from America to Europe.
Frozen meat deteriorated rapidly on being thawed, while chilled meat
retained its quality and flavour but not its colour. It was discovered,
however, that, if 10 per cent of carbon dioxide was added to the air in
which the chilled meat travelled, the length of time in which it might be
stored in this way was doubled, while the addition of a proportion
of oxygen prevented the change of colour. This useful discovery was
applied to other cargoes than meat in suitably adjusted atmospheres at the
temperatures found necessary for these different products.

The domestic refrigerator is another invention that has come into
common use in this period; and the so-called ‘deep-freeze’ for fruit and
vegetables has followed it in preference to drying methods, the frozen
materials preserving much of their freshness although only for a short
time after thawing,

Ships have passed from coal to oil and from the steam engine to the
steam turbine, which was first applied to drive a ship in 1894. The change
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from coal to oil has reduced the number of stokers to one-tenth. Time
signals broadcast by wireless telegraphy have greatly helped the navigator
since it is no longer necessary to calculate Greenwich mean time in order
to determine the longitude of his ship’s position. Other radio aids to
navigation, particularly radar, which was first applied in 1936 to locate
aircraft in flight, were developed during the second world war and these
have, in effect, linked the ship with the shore for the purposes of control-
ling the direction of its course, while radar itself has reduced the perils
of fog, darkness and icebergs.

Among many developments in communications the two most striking
were the thermionic valve, which effected a fundamental change in
method in wireless telegraphy and which came into general use about
1920, and the multiplex working of cables, by which a number of messages,
often several hundreds, could be sent at the same time, an improvement
dating from about 1930.

Colour cinematography and sound films were introduced in the late
1920s.

The progressive assembly technique in manufacture on conveyor lines
or belts, with which Henry Ford was especially associated in America,
originated in 1913 and later became a characteristic of modern industrial
practice.

The world shortage of animal fats led to greater use of vegetable oils
and fats; and the shortage of soap, arising from the shortage of fats, led
to the production of ‘synthetic’ detergents in a great variety.

And so we might continue, enumerating one technological advance
after another. The important thing for us to observe, however, about this
half-century is that these advances have been made through a far closer
alliance between science and technology than that seen in any previous
age; and it is in this sense that our modern civilisation is properly described
as scientific or technological. While the chance invention has still occasion-
ally played its part in this period, it has been a part that is seen to be ever
decreasing, both in extent and in quality, when contrasted with the con-
scious and deliberate exploitation of new scientific knowledge and its
application to practical ends. That new knowledge has been won and its
application has been effected in this half-century by the labours of one
who has but lately come upon the scene, namely, the professional scientist;
and to him it is now necessary to refer in greater detail.

The men who founded modern science were amateurs, not professionals;
they were often churchmen interested in what was called ‘natural philo-
sophy’ or they were men of wealth and social position with a similar
attraction to the study of nature, and their education had in general been
in classics and in mathematics and in theology; and some others had
studied medicine for a profession. The universities did not teach science
in our sense of the term and still less its applications. In the eighteenth
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century there were, however, a few special colleges in France and Ger-
many for training in military and civil engineering and in mining, but the
Ecole Polytechnique, founded in Paris in 1794 during the Revolution, was
the first college concerned with the application of science. Developments
in the nineteenth century were gradual. Germany led the way in multi-
plying technical schools of increasing standard, although it was not until
1899 that these institutions were raised to university status. In Great
Britain, home of the Industrial Revolution, there was a similar slow pro-
gress towards technical education, and the teaching of science itself
developed only gradually during the nineteenth century. The slow rise
and growth of the newer university colleges and universities, after the
foundation of University College, London, in 1826 had introduced the
teaching of the different sciences into higher education, indicate lack of
national alertness to the possibilities of applied science among the country-
men of Watt and Faraday. Gradually scientific studies were organised,
even in the older universities. Both in Europe and in the United States
there was scientific as well as technical education and young men, in small
numbers, went into industry after such training. The idea of scientific
research with the object of applying its results was not yet common, and
scientists, outside the scientific departments of the universities, were not
numerous. Further, higher education was regarded as education in the
arts, and education in science, even in a university, was something that
did not rank as high in the intellectual and social scale.

The twentieth century opened, however, with scientific education in
the universities well established in Germany, and with the resounding
recognition of technical education at the usual high standards of the
German universities. In France the situation was much the same, science
and technology having been long allied. Generally there was a deeper
realisation of the necessity of science to industry, as voiced by A. J. (after-
wards Lord) Balfour, who was quoted at the beginning of this chapter. In
the earlier part of this century, however, there was a much keener realisa-
tion of this necessity in Germany than in any other country; and it was
only as a result of the application of science in certain war industries
during the first world war, coupled with a better understanding of the part
that scientific research had played in the technical advances of German
industry, that steps were taken in other countries for the promotion of
similar advances and for the establishment of official or semi-official
encouragement and financial aid for such technical or industrial research.
In Great Britain the Department of Scientific and Industrial Research was
instituted under a committee of the Privy Council while the war was still
in progress: later a number of research associations were formed for
different industries, the government subscribing ‘ pound for pound’ with
the different industries to finance these research associations; various
research boards were organised; and the National Physical Laboratory
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was taken over. In the United States, the British reaction to the pre-war
neglect of scientific and industrial research was not only understood and
admired, but also imitated: a National Research Council was set up and
National Research Fellowships were instituted. In France, since the close
connection betweenscienceand technology was no new thing, there was less
need for these new departures. In the Soviet Union, after the reorganisa-
tion that followed the revolutionary period, great attention was given to
the setting up and equipping of technical colleges in great numbers. The
general object of these movements in all these countries was the stimulation
of industry to new developments by means of fundamental research and
its application; and emphasis was laid on the connection between science
and industrial efficiency and progress. For a time, however, the increasing
number of young scientists trained in this way was not very considerable,
and it was not realised that a new profession was in process of being
formed, that of the professional scientist or the industrial scientist or the
technologist, as he has been variously called; and it was only at the end
of our period, during and after the second world war, that the profes-
sional scientist in large numbers found his place in industry and in the
scientific branches of the civil services of the various governments. The
nations had learnt that scientific knowledge and research were vital for
their survival, and this gave the professional scientist an established place
in the state. The state itself was often the only possible source for the heavy
expenditure that scientific research required. Much of this had to be
carried out in university laboratories; the staffs of university scientific
departments had to be greatly increased; many industries had to set up
their own research laboratories, often of a considerable size and with
large technical and scientific staffs; research in pure science or academic
research went on at the same time at an increasing rate, since science itself
must progress in fundamental knowledge, and the advance of science and
technology proved mutually stimulating; and the undergraduate and
post-graduate student in science was no longer merely studying a particu-
lar science or sciences, but preparing himself for the practice of a pro-
fession much as the medical student had always done. At the beginning
of our period, the chances of his doing so were small indeed ; but such had
become the life of the young scientist as the mid-point of the century
approached.

Another development closely followed these changes. At the beginning
of our period a graduate in science with inclinations towards research
might work for two years with his professor or with another either at home
or abroad, and with or without (but much more probably without) one of
the few scholarships or grants then available; and then, if opportunity
offered, he might find a place in some university department where he
would be able to carry on with such research as his duties might give
him time for. But it would normally be individual research, done by -
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himself in the spare time left after his teaching and other duties; and it
would be done at his own cost. Sir William Ramsay, as is well known,
financed his classic researches on the inert gases from the fees that he
earncd as a consultant. In the early 1920s, however, the beginner in
scientific research received a grant from one or other of such bodies as
have been mentioned above; and it was given for a specific research under
his professor or supervisor, and that research might or might not consti-
tute a part of the attack on a large problem on which others might be
working in the same laboratory. Later, after these beginnings, the young
scientist might be one of a team working together on a problem, and it
became less and less likely that he would be engaged in individual research.
The organisation of such teams was a marked feature of much scientific
research in the later part of our period. In Great Britain, for example,
much of this kind of academic research was financed by the Department
of Scientific and Industrial Research, the Medical Research Council, the
various research associations, and individual industrial companies. Often
the problem was precisely stated and the research organised as needing
a staff of so many and as likely to take so long, but more often these details
were not calculable. The speed and the urgency of much scientific research
changed greatly in the times we are discussing; and the services of a variety
of scientists trained in different sciences were often needed in collabora-
tion on one problem. Such were the organisation and practice of science
at the mid-point of the twentieth century.

Of the organisation of these great numbers of scientists throughout the
world into their specialist societies in every country, it is scarcely neces-
sary to mention any detail except that these scientific societies provided
in their journals, maintained by the subscriptions of their members, the
media for the publication of the bulk of the world’s scientific research. In
conjunction they organised also a service that compiled for publication
classified abstracts of the latest memoirs in the journals dealing with each
particular science. By this means the researcher was enabled to keep in
touch with the latest advances in his own field and in any other in which
he might be interested. Societies multiplied with the increasing complexity
of science in this half-century, and their publications greatly increased.
The World List of Scientific Periodicals gives valuable information on this
point. The first edition of this useful work covered the period from 1900
to 1921 and included all journals published up to 1900 or brought out
between that year and 1921, except those that might have escaped its net:
the total was about 25,000. The second edition brought these details up to
1933: the number had increased to 36,000. The third edition brought
them up to 1950: the number exceeded 50,000. As for the scientific books
published and translated from one language into another, it would be
difficult to form any estimate of the increase in their publication.

It will be noticed that between 1921 and 1950 the number of scientific
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periodicals doubled. Scientific periodical literature originated in the
middle of the seventeenth century with the publication of the proceedings
of the first national scientific academies; the number of such journals
steadily increased. The data from the World List indicate that the total
had reached 25,000 by 1921; much of this increase, it is known, occurred
in the nineteenth century. It will be noted, however, that the number of
scientific journals rose from 1921 to 1933 by 11,000 in twelve years, and
then by a further 14,000 from 1933 to 1950 in seventeen years, from
which six years of war should be deducted. This is characteristic of the
whole period; and, looking a little farther back, to a century ago, we may
say that, when the advances of the last hundred years are studied closely,
itis found that by far the greater part lie in this half-century, and, similarly,
when the progress of this half-century is analysed, it is evident that the
greater part of it fell within the second quarter. The pace has steadily
increased through these hundred years.

The historian of science surveying these fifty years, if he can detach
himself from contemporary disputation and argument about the ethics
of the application of scientific discovery to the waging of war, about
remedies against the narrowness of scientific education, about the perils
of technocracy, and about the urgent need for more and more scientists,
looks upon a period of unparalleled and ever accelerated progress in
science and technology. By far the greater part of it fell within the second
quarter of the century, and much of it was expedited by the needs of two
world wars and of the so-called ‘cold war’ as well. He will reflect sorrow-
fully that science, which began as the study of nature for its own sake,
became in this age vital to the survival of nations in arms, and that in its
disinterested pursuit of truth it was forced for the same cause to halt at
frontiers where hitherto it had recognised none.,
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radically altered the balance of power throughout the world. Accom-

panied by increasing state control, they had extended European
sovereignty to nearly the whole of Africa, led to new rivalries in Asia,
and contributed to the spectacular development in wealth and strength
of two non-European states, the U.S.A. and Japan. A further result was
that the great powers in Europe were becoming greater, the small powers
relatively weaker. Although the principal ‘great powers’ were still Euro-
pean, their relations with the peoples of other continents were of growing
importance and the issues that divided them often concerned regions far
beyond the confines of Europe. As the means of communication had
multiplied in number and celerity, so the area and sensitivity of political
repercussion had strikingly increased. By 1900 international relations
were world relations in a sense unknown in 1800 or at the dawn of any
previous century.

During the 1890s these relations underwent notable modifications.
Bismarck had kept the peace of Europe, excluding the Balkan peninsula,
for the best part of twenty years and the pattern of European relations had
appeared relatively stable. But his fall in 1890, the uncertain temper of the
brilliant, impulsive and indiscreet young emperor, William II, who dis-
missed him, and the uncertain policy of the lesser men who succeeded him
and who, partly out of consideration for England, failed to renew the
Reinsurance Treaty with Russia, but did remew the Triple Alliance
(6 May 1891), inaugurated a period of fundamental change. Alarmed by
the renewal of the Triple Alliance and by Anglo-German friendliness,
Russia, whose relations with Germany had been cool even while the
Reinsurance Treaty was in force, began to look elsewhere. The natural ally,
dictated by strategical and economic, though not by ideological, con-
siderations, was Republican France, whose statesmen were eager for
Russian friendship, and the Franco-Russian Alliance (an exchange of
letters agreeing to joint action for the maintenance of peace dated
27 August 1891 and a secret military convention of 18 August 1892
ratified by the two governments in the winter of 1893—4) brought about
just that conjunction which Bismarck had striven to prevent. Although
these agreements were wholly defensive and contained no ‘suggestion of
mutual support for the realisation of any positive ambitions’, they gave
France a feeling of security unknown to her since 1871 and caused mis-
givings in England as well as in Germany, since it was with France and
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Russia that British interests chiefly conflicted. The balance of power was
likely once again to become a European issue. This was a new factor in
international relations and one which remained fundamental until the
outbreak of the first world war. As yet, however, not all the eventual
partners had taken sides, and the permanence of the new grouping had
still to be tested. Although there were now two alliance systems, the
nineties were characterised by such a complex fluidity of policies that
they have been called the period of the ‘interpenetration of alliances’.!

Outside Europe there were also changes of fundamental importance.
The extension of European dominion continued apace and brought fresh
menaces of conflict, while a new phase of expansion began for the non-
European states, the U.S.A. and Japan.

In the Far East the ancient empire of China was the chief bone of
contention. There, first in the field, England had by 1890 established a
commercial and diplomatic pre-eminence based upon sea power. In the
north, Russia aimed at securing an ice-free port to serve as the terminus
of the great Trans-Siberian Railway, which she had begun to build in 1891
with the aid of French capital, and which was to transform the strategic
position in North-East Asia. In the south, France’s acquisition of Indo-
China had been indirectly at Chinese expense, as had the British annexa-
tion of Upper Burma in 1885, and both powers were now able to penetrate
into south China. Foreign concessions and commercial establishments
in Shanghai and other great Chinese cities were eloquent witness to the
economic stakes at issue. Indisputably China was the ‘sick man’ of the
Far East, but, as in the Near East with Turkey, the European powers
disagreed upon his treatment. Thus, whereas Russia favoured the amputa-
tion of outlying areas and opposed the open door for commerce, Britain
championed integrity and the policy of free trade which had brought her
two-thirds of China’s modest foreign trade.

It was, however, the intervention of Japan in 1894 which made the
Far Eastern question a major factor in international relations. Japan,
who had so recently emerged from feudal isolation and astounded the
world by her ability to assimilate western ideas and techniques, was in
dispute with China over the Ryukyu Islands and Korea and determined to
prevent their falling under European, especially Russian, control. After
a brief and successful war, by the Treaty of Shimonoseki (17 April 1895)
:she obliged China to cede the island of Formosa and on the mainland
‘the Liaotung Peninsula with its valuable ice-free harbour, Port Arthur,
to grant her most-favoured-nation status in China, and to recognise the
independence of Korea. This outcome was extremely unwelcome both
to Russia, whose rulers were beginning to envisage the seizure of Man-
churia and the eventual reduction of China to the position of a client

! For example, by G. Salvemini and W. L. Langer. See the latter’s The Diplomacy of
Imperialism, 1890-1902 (New York and London, 1935), vol. 1, p. 297.
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state, and to Germany, who, with Russia’s reluctant acquiescence, was
planning herself to seize a Chinese port; and these two powers together
with France, who felt bound to support Russia, demanded that Japan
should hand back the Liaotung Peninsula. Japan complied, accepting an
indemnity instead, but harboured a deep resentment against Russia and
Germany, against whom she would one day take her revenge. Thus Far
Eastern affairs had led to a loose coalition in Asia of those European
powers who were on opposite sides in Europe. In effect their co-operation,
which continued intermittently for another ten years, was a local mani-
festation of the sort of continental alliance against England so often
urged by anti-British statesmen in Europe. China’s self-appointed cham-
pions did not go unrequited. Russia soon received her reward, notably
in a concession for the construction of the Chinese Eastern Railway,
which facilitated her penetration into Manchuria, while France obtained
railway concessions in the Yunnan area. Two years later the spoliation of
China went a stage farther when Germany seized a base in Kiao-Chow
Bay on 14 November 1897, and when, in March 1898, Russia, having
declined English overtures for a ‘partition of preponderance’,! occupied
the coveted Port Arthur, which she converted into a naval base. In both
instances the European powers gained economic advantages in the ad-
jacent territories and preferred to extort leasehold concessions instead of
proclaiming outright annexation. This was a convenient new device
‘whereby Foreign Powers might acquire the substance of colonial authority
without a complete transfer of title’.? Inevitably the other powers felt
obliged to seek some semblance of compensation, and accordingly
England occupied Wei-hai-wei and France Kwang Chow Wan. The open-
door policy had largely broken down, in spite of British and, subsequently
(1899), American gestures to maintain it, and the struggle for ‘spheres of
influence’ in China became the dominant concern.

These events had significant consequences. Chinese nationalist resent-
ment manifested itself in the Boxer risings of 1900 in which the foreign
Legations in Peking were besieged and many ‘foreign devils’, including
the German Minister, met their death. At the same time Japan’s feeling
against Russia was embittered by the seizure of Port Arthur and she began
to contemplate the possibility of war to prevent further Russian expan-
sion. Her suspicions and those of England, throughout opposed to
Russia’s Chinese policy, were intensified when the Boxer risings enabled
Russian troops to enter Manchuria in force. Thus, although the principal
European powers and Japan combined to send an international force
against the Boxers and to exact an indemnity from the Chinese govern-

1 Lord Salisbury to Sir N. O’Conor, 25 January 1898. G.P.Gooch and H.W. V.
Temperley (eds.), British Documents on the Origins of the War, 1898-1914, vol. 1 (London,
1927), no. 9. The ‘preponderance’ envisaged by Salisbury was economic, not territorial.

. 2 ? F.II;Icl)ston, The Far East in World Politics: A Study in Recent History (2nd ed.,
939), p. 100.
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ment, the Chinese question at the beginning of the twentieth century
threatened to multiply the occasions of friction between the white nations.
In particular, it had added a vast new area to the wide field in which
British and Russian interests already conflicted,

In the Near East, however, Russia’s preoccupation with Chinese ques-
tions resulted in an interlude in her traditional Balkan rivalry with Austria,
and this happier state of affairs was confirmed by an agreement of May
1897, whereby the two powers renounced any conquests for themselves
should the status quo in the Balkans be disturbed, and by the Muerzsteg
Programme of 1903 in which they combined in efforts to settle the affairs
of Macedonia. But this temporary improvement in Austro-Russian rela-
tions did not mean that Turkish affairs had ceased to be vexatious or
significant. That shaky power had been shaken again by fresh stirrings of
her subject nationalities, by risings in Armenia (1894), Crete (May 1896),
and Macedonia. In 1895 England had threatened a naval demonstration
to induce her to desist from solving the Armenian question by massacring
the Armenians, and only the menace of Russian counter-measures had
prevented the threat from being implemented. In Crete revolt had excited
Greece to launch a hopeless attack upon Turkey, with the result that the
Great Powers had intervened in order to prevent the conflict from spread-
ing to the Balkans and had obliged the Turks to grant the Cretans auto-
nomy under a Greek High Commissioner.

That Turkey had weathered these storms was, as so often before,
largely due to the conflicting interests of the Great Powers. Traditionally,
England had been the principal champion of Turkish integrity. But British
influence at Constantinople had declined since 1879, and, as Salisbury
despaired of Turkish reform and his colleagues, since the conclusion of the
Franco-Russian alliance, were reluctant to risk the fleet for the protection
of the Straits, control of the Nile valley had superseded the maintenance of
Turkey as the chief British objective at the eastern end of the Mediter-
ranean. The role of Turkey’s champion had been assumed instead by
Germany. Already in 1881 a German military mission had undertaken the
training of the Turkish army and in 1888 a German syndicate had ob-
tained a concession to build a railway from Ismid to Ankara. In 1889 the
German emperor had paid a first visit to Constantinople and in 1898 at
Damascus he demonstratively proclaimed his friendship for the Muslim
world. The 1888 concession marked the beginning of a rapid extension of
German economic influence. Naturally the German government favoured
these developments, which received powerful backing from the able
ambassador sent to Constantinople in 1897, Baron Marschall von Bieber-
stein. Within a few years he had acquired a dominant situation in the
Turkish capital, while the efficiency of German ‘promoters, bankers,
traders, engineers, manufacturers, ship-owners and railway builders’ soon

* E. M. Earle, Turkey, the Great Powers and the Baghdad Railway (London, 1923), p. 37.
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undermined French and British interests and created something like a
German economic empire in the Near East. Most significant of all were
the grant obtained by the German-controlled Anatolian Railway Company
in 1899 to build a commercial port at Haidar Pasha on the Asiatic side of
the Bosporus and the concession in principle of an extension of their
railway from Konieh to Baghdad and the Persian Gulf.

To Turkey herself these developments seemed eminently desirable:
railways would bring prosperity to backward districts of the empire and
enable the government to move troops more rapidly to defend the fron-
tiers or deal with internal disturbances, while the economic and diplomatic
support of distant and seemingly disinterested Germany appeared the best
guarantee of Turkish integrity. But so far as international relations were
concerned this economic penetration could not but have a political signifi-
cance. What alarmed other nations was the new projection of German
power diagonally overland in an axis from Berlin to Constantinople
which threatened to divide Europe in two. Such an axis cut across Russia’s
possible line of expansion to the Mediterranean through the Balkans,
while the revival of Turkish power under German influence promised to
frustrate Russia’s age-long aspiration to control the Straits. Furthermore,
the prolongation of the axis through Asia Minor to the Persian Gulf
could be seen as a menace to British interests in Egypt and Persia. Thus,
although the Deutsche Bank sought to enlist the aid of British, French
and Russian capital to finance the construction of the Baghdad Railway,
it was impossible for governments to regard this as a purely business
undertaking. Russia had shown her alarm at the concession of Haidar
Pasha; by the Black Sea Agreement of 1900 she forced the Turks to admit
that any railway concessions in northern Anatolia and Armenia should
be granted only to Russian citizens or to syndicates approved by the tsar;
and she eventually withdrew her consent to the participation of Russian
capital in the development of the Baghdad Railway. The British govern-
ment on the other hand had been in favour of giving the railway an
international character, but public opinion in England, already highly
distrustful of Germany, made such an outcry against the participation
of a British financial syndicate that they withdrew their support. This was
a notable instance of the way in which diplomacy had sometimes to
retreat in face of the new forces of publicity. The French government,
impelled to follow Russia, likewise refused official backing, so that the
Germans began the construction of the first section of the railway in 1904
without the financial aid of foreign governments. The intrusion of Ger-
many into spheres long earmarked by other powers for themselves had
introduced a new disturbing factor into international relations. In par-
ticular it imposed a new strain on the relations of Germany with Russia,
France and England.

The third great area in which the European powers pursued their
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partitioning projects was Africa. Here the scene was dominated by the
traditional colonial rivalry of France and England, the determination of
Germany to make her influence felt, and the failure of the Italian attempt
to conquer a new dominion.

English and French interests collided at many points but, whereas
frontier disputes in the west were settled by an Anglo-French Convention
of 14 June 1898, differences farther east were less easily composed. The
main tension came with the struggle for control of the Upper Nile. For
England, virtual mistress of Egypt since 1882, this was of vital concern,
since the prosperity of Egypt depended upon the Nile waters. An attempt
in 1894-5 to agree with France upon a definition of spheres of influence
came to nothing. The French had never ceased to resent the fact that,
largely through French timidity, the British had gained sole control of
Egypt. Furthermore, some French colonial expansionists hoped to secure
a continuous block of territory from the Atlantic to the Red Sea or Indian
Ocean. For such a plan, as well as for applying pressure to Britain in
Egypt, the Upper Nile region was of great importance, and in 1896 an
expedition was sent to plant the French flag at Fashoda. In the same year
Kitchener had been dispatched by the British government to reconquer
the Egyptian Sudan, which had been evacuated in 1884, and in 1898 he
captured Khartoum. On 25 September 1898, when he found Marchand’s
French troops at Fashoda and summoned them to withdraw, there
occurred one of the gravest crises in Anglo-French relations since 18135.
The British government mobilised the English press in support of its stand,
Fleet Street being taken quite unusually into the direct confidence of the
Foreign Office, and refused to negotiate until Marchand’s force had been
ordered to retire. For the second time in the ’nineties (there had been
acute tension over Siam in 1893) England and France were on the brink
of war. But the new French Foreign Minister, Delcassé, and his col-
leagues wisely recognised that France was in no condition to undertake
a colonial war against the greatest naval power, and on 3 November
they ordered the evacuation of the disputed territory. An Anglo-French
Convention of 21 March 1899 demarcated the British and French spheres
of interest in the region of the watershed between the Nile and the Congo
and the problem of control of the Upper Nile was solved in favour of
Britain.

The Fashoda crisis convinced an important group of French colonial-
ists that France could no longer effectively challenge English rule in
Egypt. Instead they urged Delcassé to offer England French recognition
of her position in Egypt if she in turn would recognise French ambitions
in Morocco.! This was the bargain which a few years later was to be the
basis of the Entente Cordiale, but, in the aftermath of the Fashoda crisis,

! T am indebted for this and other points to Dr C. M. Andrew’s forthcoming study of
Delcassé.
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Delcassé was still unwilling to abandon what remained of French rights
in Egypt. Egypt excepted, however, he genuinely desired a swift and
amicable settlement of the other points at issue between France and
England, and early in 1899 Paul Cambon, the new French ambassador in
London, made several attempts to reach an understanding with Salisbury.
His efforts were, however, unsuccessful and in August 1899 Delcassé told
the British ambassador that events had seemed to show *the impossibility
of keeping relations with England on a friendly footing’.} Delcassé was
soon to see in English involvement in South Africa a fresh opportunity to
challenge English rule in Egypt.

In South Africa the main conflicting interests were those of England
and Germany, who had established herself in South West Africa in 1884;
and the main cause of trouble was the economic development of the Boer
Republic of the Transvaal. The gold rush of the ’eighties had led to the
unwelcome influx into the Boer states of a large new white population
which soon equalled and possibly outnumbered the original Boer stock.
To these Uitlanders or foreigners the restrictive policies of the Boer
President of the Transvaal became so irksome that revolt was openly
plotted with the connivance of certain people in the adjoining British
territories. But the Jameson raid of 1895, which attempted to precipitate
such a rising, was a fiasco. Its most dramatic outcome was the interven-
tion of the German emperor, whose congratulatory telegram to President
Kruger on 3 January 1896 roused passionate resentment in England.
Furthermore, the belief it encouraged in Kruger that he might rely on
foreign support strengthened him in the intransigent attitude which led
finally to the outbreak of the Boer War in October 1899.

Although Germany was helpless to intervene directly in South Africa,
Britain’s difficulties there and Portugal’s financial troubles gave her an
opportunity to exact a price for refraining from further encouragement
to the Boers. This took the form of the Convention of 30 August 1898 in
which the two powers defined their spheres of interest and the areas which
they would occupy in the event of Portugal abandoning her colonies.
But the good effect upon Germany of this dubious arrangement was un-
done by the colonial guarantee reaffirmed by England to Portugal in the
following year in return for a Portuguese undertaking to stop the passage
of arms to the Transvaal. The Germans felt that they had been tricked and
the memory of this English ‘ perfidy’ was undoubtedly a stumbling-block
in the way of future Anglo-German arrangements. ‘With these people’,
exclaimed the powerful director of the German Foreign Office, Baron von
Holstein, ‘it is impossible to enter into any engagement.’? Despite their
mistrust, however, Germany during the Boer War refrained from taking

 British Documents on the Origins of the War, 1898~1914, vol. 1, p. 212.

* Quoted in H. Nicolson, Sir Arthur Nicolson, Bart, First Lord Carnock: A Study in
the Old Diplomacy (London, 1930), p. 128.
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advantage of British isolation which others also wished to exploit. Thus,
for example, Delcassé had at first hoped that Germany would join the
Dual Alliance in a diplomatic initiative aimed at obliging England to
honour her pledges to evacuate Egypt once order had been restored there.
In March 1900, however, Germany declared that before considering inter-
vention she must be assured of France’s recognition of existing European
boundaries. This would have involved French acceptance of Alsace-
Lorraine as a permanent part of Germany, a requirement which Delcassé
regarded as intolerable. Henceforth, believing that this was Germany’s
condition for Franco-German co-operation, he consistently rejected any
idea of a rapprochement with Germany. Thus, just as events in South
Africa had sown seeds of distrust between Britain and Germany which
would not easily be eradicated, so the Boer War was a turning-point in
Franco-German relations.

Colonial questions in Africa had thus led to grave friction between
certain European powers; but they had generally been subordinated to
European interests, and they had not materially hindered the process of
bringing ever-larger areas of the African continent under more effective
European control. Another European power, Italy, however, was less
successful in her attempts at expansion, and her defeat at Adowa in 1896
by the Ethiopians, whom she had hoped to reduce to vassalage, dealt a
blow to white prestige, changed the direction of her imperialist ambitions
and had important repercussions upon Italian policy in Europe.

Meanwhile the ’nineties were no less significant for the new advances
made by the U.S.A. There, nationalism of an expansionist character was
once again in the ascendant. Its belligerent tone, manifested by President
Cleveland in the British-Venezuelan boundary dispute of 1895, gave a
new extension to the Monroe Doctrine and obliged an England pre-
occupied by South African affairs to have recourse to arbitration. Still
more important was the American war with Spain (April-August 1898),
which led not only to the establishment of a United States protectorate
over Cuba and the annexation of the Hawaiian Islands and Puerto Rico,
but also to American assumption of direct rule over Guam and the Philip-
pines. The annexation of the Philippines, the abrupt climax of long years
of penetration into the Pacific area, was a striking departure from the
traditional policy of confining American political responsibilities to the
western hemisphere. Although it did not of itself involve the U.S.A. in Far
Eastern rivalries, it meant that in the long run, territorially and strategically
as well as commercially, she was much more likely to become so involved.
However reluctantly and hesitantly, the Americans were beginning to
assume the cares and ambitions of a world power to which their wealth and
population already committed them.

Although these extra-European developments did not seriously affect
the systems of alliance within Europe, they showed up the weak links in
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those systems, and the tension and danger of war created by such incidents
as the Kruger Telegram and Fashoda gave rise to a sense of insecurity
which impelled the major powers to seek to reinforce their positions.
This reinforcement, which led to the completion of the alliance system,
is a main theme of the next decade.

The sense of insecurity was increased by the growth of defensive arma-
ments. The military budget of the German empire had nearly trebled since
1878 and those of England and France more than or nearly doubled.
One way of relieving tension would have been by an agreed reduction of
armaments and this was actually proposed by the tsar in 1898. The
Russian note of 24 August suggesting an international conference urged
that if armaments continued to grow there would be ‘a cataclysm too
horrible for the human mind to contemplate’. But the tsar’s gesture,
coming as it did shortly after Russia’s seizure of Port Arthur, was met
with incredulity and suspicion. Germany above all had ‘no intention of
binding herself in the question of military armaments’,* and the only
positive results of the first Hague Peace Conference (May-July 1899)
were the establishment of a permanent court of arbitration and the adop-
tion of two conventions relating to the rules of war. In the long run the
Hague tribunal was to prove an enduring and important piece of machin-
ery for the adjustment of international relations; but immediately the
discouraging effect of the conference was to make clear that the arma-
ments race would continue. Soon this would be a danger at sea as well
as on land. v

While the Hague Conference was still sitting, France on the initiative of
Delcassé, who was preoccupied by the danger of the disintegration of
Austria-Hungary after the death of Francis Joseph, renewed and ex-
tended her ties with Russia. On 9 August 1899 an exchange of letters
took place in which ‘the maintenance of the balance of power’ was sub-
stituted for ‘ the maintenance of peace’ as the prime object of the Franco-
Russian alliance. This redefinition (later widely interpreted as implying
that France would be readier to support Russia’s Balkan ambitions) was
intended by Delcassé as a statement of Franco-Russian opposition to
Germany’s supposed ambition to take Trieste, if Austria-Hungary broke
up, and establish herself in the Mediterranean. At the same time the
military convention, hitherto to last as long only as the Triple Alliance,
was prolonged indefinitely, thereby ensuring that the Dual Alliance would
survive any dissolution of Austria-Hungary. In 1900 the military arrange-
ments between the two powers were also adapted to cover the risk of war
with England, and an agreement to this end was ratified in 1901. In the

* ‘Dass wir nicht gesonnen sind, uns in der Frage der militarischen Riistungen nach
irgendeiner Richtung hin zu binden, brauche ich hier kaum zu erwéhnen’, Biilow’s instruc-
tions to Miinster, the chief German delegate to the conference (Die Grosse Politik der

Europdischen Kabinette 1871-1914, vol. xv, Berlin, 1927, p. 190). Cf. G. P. Gooch, Before
the War: Studies in Diplomacy, vol. 1 (London, 1936), p. 196.
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dawn of the new century both powers could consider war with England a
danger which they must take into account. This did not mean that
Delcassé had abandoned the objective of an understanding with England,
but indicates that he still doubted its possibility.

At the same time a rapprochement between France and Italy ended a
period of tension dating from the French occupation of Tunis in 1881.
France naturally welcomed any opportunity to make the third partner
in the Triple Alliance sit more loosely to her obligations, while Italy,
baulked of Ethiopia, cast all the more longing eyes across the Mediter-
ranean on the undeveloped Ottoman dependency of Tripoli. For any
attempt on Tripoli to succeed, the goodwill of France, who held the
adjoining Tunisia, was essential. New men, in Italy the Prime Minister,
Rudini, and the Foreign Ministers, Visconti Venosta and Prinetti, in
France Delcassé and Camille Barrére, sent to the Rome Embassy in 1898,
helped to bring about the change. In 1898 a commercial treaty ended the
customs war begun in 1888 which had damaged Italy more than France.
On 14 December 1900 a secret agreement followed, whereby France
promised Italy a free hand in Tripoli in return for recognition of France’s
interests in Morocco. The final triumph of French policy came in 1902
when Italy, who had just renewed the Triple Alliance for the fourth time
and in doing so extorted an Austrian recognition of her interests in
Tripoli, gave France a secret assurance that if France were attacked or
obliged to declare war as a result of ‘direct provocation’ she would
remain neutral. Her Mediterranean ambitions and skilful French diplo-
macy had thus led Italy to give an undertaking which was certainly not in
accordance with the spirit of her obligations under the Triple Alliance
which she had just renewed. Although the text was kept secret until 1920,
a statement by Delcassé in the French Chamber claimed that France now
had nothing to fear from Italy. In fact, however, the undertaking was
equivocal. Despite the undoubted improvement in Franco-Italian rela-
tions manifested in 1901 by the visit of an Italian naval squadron to
Toulon and subsequently by an exchange of visits between the heads of the
two states, Italy, the weakest of the great powers, sat on the fence. Thus,
while Germany was naturally irritated by what in the Reichstag her
Chancellor affected to regard as an innocent flirtation, it was not until
later that the flirtation was, as a French historian remarked, ‘to develop
into a liaison’.?

It was natural for France to seek to extend the circle of her friends. For
her, isolation had been the penalty of defeat. For England it was less
splendid or complete than used to be supposed. Yet England’s abandon-
ment of her relative aloofness and freedom from commitments because of
a new sense of the need for security was a pregnant development. This

! M. Baumont, L’ Essor industriel et I'impérialisme colonial (1878-1904) (Paris, 1937),
p-323.
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sense of insecurity was the product chiefly of the Boer War and of fear of
Russia, who until the Russo-Japanese War of 1904-5§ appeared to most
British statesmen and a considerable section of British public opinion to
be a great and growing menace to British imperial interests.

At first England’s most natural ally had seemed to be Germany. But
early negotiations had come to nothing and, after the conclusion of the
Franco-Russian alliance, which appeared to weaken England’s inter-
national position, the German rulers inclined to believe that England
would soon come cap in hand and enable them to extract a high price
for their friendship. Although at times they indulged in frankly hostile
dreams of a continental alliance for the destruction of the British Empire,
their general policy was to keep a free hand as between Russia and England
but to show that the hand was mailed and held a sharp sword. Thereby
the kaiser was encouraged by his Chancellor, Biilow, to believe that he
could play the role of arbiter mundi. So Germany entered upon a
disconcerting course in which, in order to break the Franco-Russian
alliance and to bring England to heel, she aggressively demonstrated her
growing strength.

The first conspicuous example of this policy, the Kruger Telegram,
was the first incident which made England feel that it would be wise to
settle some of her differences and win a friend in Europe; but it was to
Russia, not to Germany, that she turned, and a proposal by Salisbury
for the mutual recognition of spheres of interest in Turkey was suggested
as part of a wider settlement. This was the first of several such overtures,
but, until her defeat by Japan, Russia saw in agreement with England
a hindrance not an aid to her expansionist policy and she therefore turned
a deaf ear. .

It was above all the Far Eastern question which convinced an important
section of British opinion, headed by the Colonial Secretary, Joseph
Chamberlain, that the time had come to abandon isolation. Failing the
U.S.A., and Japan, who was not yet disposed for an alliance that might
provoke an armed clash with Russia for which she was still unprepared,
Chamberlain turned to Germany. In 1898, in Salisbury’s absence, he
suggested a defensive alliance based upon ‘a mutual understanding as to
policy in China and elsewhere’. But China was not a vital German interest
and Germany had no wish to side against Russia or to pull England’s
chestnuts out of the Far Eastern fire for her. By keeping a free hand she
hoped rather to profit from the conflict between England and Russia
which seemed so probable. The negotiations petered out and Chamberlain’s
subsequent public affirmation of England’s need for an alliance with some
‘great military power’ aroused no enthusiasm in Germany or England.
Indeed, an important factor in Anglo-German relations before 1914 was
the lukewarmness or antagonism of British popular feelings towards
Germany and the positive and increasing hostility of the great mass of
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German opinion towards Britain. This mutual antipathy, which dates
mainly from the Boer War, was all the more widespread since the develop-
ment of a cheap popular press in both countries in the "nineties, for neither
country properly understood the workings of the press in the other and
neither government was fully able to restrain the hostile outpourings of its
own newspapers. In such circumstances a genuine alliance would have
been very difficult to accomplish.

In spite of his failure, Chamberlain was loth to relinquish his dream
of partnership between the big army and the big navy, so alien to the
main tradition of British foreign policy, and, when the kaiser visited England
in November 1899, he reverted to the theme of an alliance, this time be-
tween England, Germany and the U.S.A. But when in a public speech
at Leicester he referred to ‘the natural alliance between ourselves and the
great German empire’ he met with strikingly little support in England,
criticism in the U.S.A. and a storm of hostile comment in Germany.
Moreover, in the Reichstag Biilow poured cold water on Chamberlain’s
overtures and spoke of the need for a strong German fleet. The second
German Navy Bill, introduced in January 1900, with its principle that
‘Germany must have a battle fleet so strong that even the adversary pos-
sessed of the greatest sea power will attack it only with grave risk to
herself’, continued the potentially challenging policy inaugurated by
Admiral von Tirpitz, who had become Minister of Marine in 1897.
England was rebuffed and when, by the Yangtze Agreement of 16 October
1900, ‘the only formal agreement for diplomatic co-operation ever made
between Great Britain and Germany’,! the two powers undertook to
maintain Chinese integrity and the open door for trade ‘wherever both
Powers can exert influence’, they soon fell out because they differed sharply
over its interpretation.

The last attempt to bring about an alliance occurred in 1901. Originating
probably with a personal initiative of Eckardstein, First Secretary of the
German Embassy in London, and favoured again by Chamberlain and
his friends, it developed on the German side into a proposal that England
should join the Triple Alliance. But Salisbury saw no advantage—*the
liability of having to defend the German and Austrian frontiers against
Russia is heavier than that of having to defend the British Isles against
France’*—and, as the Germans would be content with nothing less and
were no longer interested in local co-operation, such as an alliance in the
Far East mooted by Lansdowne, the new Foreign Secretary, these
negotiations too were fruitless. If the Germans genuinely wished for
Britain’s friendship their insistence on her adherence to the Triple
Alliance showed a lack of psychological insight, for, as the Anglo-French

t A.J. P. Taylor, The Struggle for Mastery in Europe, 1848-1918 (Oxford, 1954), p. 393.

* British Documents on the Origins of the War, 18981914, vol. m, no. 86. Salisbury uses
the words British Isles’, although British Empire” would have been more appropriate.
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entente was to show, a close association with Britain could operate without
any formal ties. Billow and his colleagues still believed that they had only
to wait for England to renew her suit and pay the price. In spite of a plain
hint by Chamberlain in April 1898, they could not think it possible that
she would turn elsewhere. Their miscalculation was grievous.

Fresh tension in the Far East was part of the background to these
negotiations. On the one hand, an alleged Chinese agreement to recognise
Russia’s hold on Manchuria alarmed Japan and led her to sound England
for support against Russia. On the other, Russia’s encroachments in
Manchuria and Persia had made England still more conscious of her
isolation. But it was not until he had failed both to enlist German aid in
restraining Russia and to come to terms directly with Russia that Lans-
downe contemplated alliance with Japan alone. At the same time Japanese
statesmen were divided between the merits of an English alliance (desired
by the war party) and a settlement with Russia. Thus, while the Japanese
Ambassador, Baron Hayashi, was negotiating in London, Prince Ito was
empowered to visit St Petersburg to explore the chances of an agreement
with Russia. In view of their past experience the Japanese were by no
means sure that either aim could be achieved. But, after the failure of
renewed overtures to Russia, Lansdowne was convinced of the need for
Japan’s support, and so the Japanese had already committed themselves
in principle to the English alliance when Ito reported that a Russo-
Japanese agreement was also within the bounds of possibility. They could
not have both and were reluctant to alienate England, who had abstained
from interfering with their victory at Shimonoseki and had been the first to
renounce extra-territoriality in Japan, by withdrawing when negotiations
were so advanced. Thus on 30 January 1902 there was signed the treaty
which marked England’s abandonment of isolation in the Far East and
strikingly emphasised the status Japan had won for herself among the
nations (see below, ch. xm).

By the terms of the treaty, which was to last for five years, Japan
appeared to gain more than England. By the first article each power
recognised the other’s special interests in China, but England also recog-
nised those of Japan in Korea, whereas the Japanese had refused to extend
their obligations to cover India, Siam and the Straits Settlements. By the
second, if either power was involved in hostilities with another in defence
of those interests the other was to preserve strict neutrality. By the third,
if one of the signatories was at war with two powers in defence of those
interests the other must come to its aid. In other words, England would
be neutral if there was war between Russia and Japan, but would be
bound to help Japan if France joined Russia. The treaty made war be-
tween Russia and Japan more likely, though this was not Lansdowne’s
intention, but it also made French participation more remote; for if
‘France would not fight for the valley of the Nile, it was highly im-
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probable that she would draw the sword for Korea’.! For England the
important thing ‘was not what was in the Alliance, but the fact that there
was an Alliance’;2 had Russia and Japan agreed upon a common policy,
British interests in the Far East generally might have been gravely menaced.

By relieving the pressure on her in the Far East the Anglo-Japanese
alliance enabled England to reinforce her fleets in home waters. This new
course of policy, in which Lansdowne sought ‘to strengthen Britain’s
global interests by concentrating her military resources’,® had its counter-
partin the western hemisphere. The Hay-Pauncefote treaty of 18 November
1901 enabled the U.S.A. to proceed with the construction and defence of a
trans-Isthmian canal, but in effect marked England’s surrender of her
naval supremacy in the Caribbean. Yet it led to a notable improvement in
Anglo-American relations.

Although the Anglo-Japanese alliance made war between Russia and
Japan more likely, it did not render it inevitable or preclude further at-
tempts by Japan to settle her differences by negotiation. The deciding
factor which led to conflict was the seizure of control over Russia’s Far
Eastern policy by an irresponsible militarist group.

In a military autocracy like Russia, when the autocrat was a man of
weak will, as was Nicholas II, policy might oscillate violently because of
the struggle of different interests to influence the tsar. The able finance
minister, Witte, and most of his colleagues favoured a policy of peaceful
penetration in China, but Witte’s fall in August 1903 and the appointment
of Admiral Alexeiev as viceroy in the Far East responsible directly to
the tsar marked the ascendancy of a sinister camarilla, headed by an
adventurer named Bezobrazoff, who envisaged war to gain their ends. In
consequence Russia failed to carry out her undertaking of April 1902
to evacuate Manchuria, and after several months of negotiation in 1903
Japanese requirements for a peaceful settlement remained unsatisfied.
At last, convinced of Russian bad faith, the Japanese determined upon
the event for which they had long prepared. If there was to be war it
should come at the moment of their choosing, when their naval arma-
ments had been completed and before the Trans-Siberian Railway was
finished. On 8 February 1904, without declaration of war, they opened
hostilities by an attack on the Russian fleet at Port Arthur. The Russians
were taken by surprise, lost command of the sea, and quickly suffered
a series of reverses. Port Arthur fell on 2 January 1905, after a seven
months’ siege; Mukden was captured in March 1905; and the Russian
Baltic fleet, which had sailed half way round the world in an endeavour
toregain mastery of the China Sea, wasannihilated on 27 May at Tsushima.

1 G. P. Gooch, Before the War, vol. 1, p. 22.

* W. L. Langer, The Diplomacy of Imperialism, 1890-1902, vol. m (New York and

London, 1935), p. 783.
* J. A.S. Grenville, Lord Salisbury and Foreign Policy (London, 1964), p. 389.
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Contrary to the expectation of most European military experts, Japan had
defeated the Russian giant unaided, and once again, as in the Crimean
War, but still more dramatically, the tsardom was shown to be a colossus
with feet of clay. Grave disturbances broke out in various parts of
European Russia and, no longer in any condition to fight, the tsar’s
government gladly accepted the American President Roosevelt’s offer of
mediation. By the ensuing Treaty of Portsmouth of 5 September 1905,
signed a month after the renewal of the Anglo-Japanese Alliance with
widened scope for a further period of five years, they ceded Port Arthur
and the southern half of the island of Sakhalin together with the southern
half of the railway they had built in Manchuria. They also recognised
Japanese supremacy over Korea, which Japan formally annexed in 1910.
In spite of the disappointment of her public opinion, Japan could afford
to waive her claim to any indemnity beyond the cost of maintenance of
prisoners of war: she had attained her objectives and her moderation
paved the way for an improvement in her relations with Russia and an
eventual second agreement (1907) for the division of Manchuria into
Russian and Japanese spheres of influence. It was the first time that an
Asiatic power had proved more than a match for a great European state
in a major war. As Paul Cambon foresaw, although the war was con-
fined to the Far East and involved neither France nor England, it was to
alter the course of history and ‘weigh upon the whole century’.!

In the meantime a most important change had been effected in the
relations of the allies of Russia and Japan, namely, France and England.

The keys which opened the door to understanding and which explain
French policy lay in Morocco, which was virtually an enclave in France’s
North African dominions and had a long and ill-defined frontier with
Algeria. During the reign of an energetic sultan, Muley Hassan, foreign
influences had been kept at bay; but after his death in 1894 the Moroccan
realm showed signs of disintegration. Afraid that some other great power
would seek to profit by its weakness to establish its own influence there
and jeopardise the security of Algeria, Delcassé decided that it was urgent
for France to obtain recognition of her special interests. Accordingly,
having in 1900 secured Italy’s blessing, in 1902 he began negotiations
with Spain, the other Mediterranean state which by reason of its geo-
graphical position was particularly concerned with Moroccan affairs.
They failed, however, because Spain was reluctant to act without the
consent of the power which held Gibraltar. Meanwhile, however, a
rebellion which threatened Morocco with anarchy disposed Lansdowne
for the first time to consider an agreement on Morocco with France. For
both powers the desirability of a settlement was emphasised by the risk of
war in the Far East between France’s ally, Russia, and England’s new

1 *Tu es donc sur le théitre d’événements qui peuvent changer le cours de Phistoire
et qui vont peser sur le si¢cle entier.” Correspondance, 1870-1924, vol. 11 (Paris, 1940), p. 111.
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partner, Japan. When, early in 1903, the breakdown of Delcassé’s talks
with Spain was closely followed by news that Lansdowne might be ready
to negotiate, Cambon reported that Delcassé at last recognised that
English support in Morocco must have a price in Egypt or elsewhere.

In the negotiations which opened in August 1902 Delcassé¢ was ably
seconded by Paul Cambon, and his task was made easier by the Francophil
disposition of Edward VII, who had ascended the throne in January 1901.
Furthermore, an exchange of visits by King Edward and President Loubet
in 1903 helped to create better feeling between the two countries. But it
was not until 8 April 1904 that the comprehensive agreement which
was the basis of the subsequent Anglo-French Entente was signed. In the
interim there had been much hard bargaining, since the discussions had
broadened out to cover the whole range of colonial interests. For England,
France’s eagerness to secure herself in Morocco afforded an obvious
opportunity to obtain France’s formal recognition of England’s position
in Egypt: but both the Moroccan and Egyptian questions had their
complexities and the hoary question of the Newfoundland fisheries
caused unexpected difficulties, for, in return for the abandonment of their
rights on the Treaty Shore, the French demanded territorial as well as
financial compensation, and their request first for Gambia and then for an
extensive area on the right bank of the Niger prolonged the negotiations
for several weeks.

The final agreement took the form of three conventions. By the first
France gave up her Newfoundland fishery rights, acquired at the Treaty
of Utrecht, in return for the Iles de Los opposite Konakry and a rectifica-
tion of the frontier between Gambia and Senegambia. The second regu-
lated the condominium exercised by the two powers in the New Hebrides
and delimited spheres of influence in Siam. By the third and most impor-
tant, Britain recognised France’s special position in Morocco in return
for French recognition of the British position in Egypt. In addition there
were certain secret articles, not disclosed until 1911, which provided for
the eventuality of an alteration of the status of Egypt or Morocco, and in
particular one which secured the interests of Spain should the sultan of
Morocco at any time cease to exercise authority. The corollary of this
was a fresh Franco-Spanish negotiation resulting in the secret Franco-
Spanish convention of 3 October 1904, which defined Spain’s sphere of
influence and provided for her immediate right of action within it should
both parties agree that the status quo could no longer be preserved. Thus
Delcassé had gained the consent of three powers, Italy, England and
Spain, to France’s obtaining the lion’s share of Morocco when the
time proved ripe. But he had omitted to consult Germany, with the con-
sequence that the Anglo-French Agreement, the crowning triumph of
his career, was also to prove his downfall, although not the downfall of
his policy.
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This Agreement of 1904 was a common-sense settlement of outstanding
disputes terminating a long period of friction. It reflected the predomin-
antly imperial preoccupations of the Conservative government in England.
It envisaged no alliance; and, except in the case of Morocco, it made no
provision for future diplomatic co-operation. The very fact that its aims
were limited, whereas those of the earlier Anglo-German negotiations were
wide and ill-defined, probably helped towards its success. It was a concrete
proof of the improvement in Anglo-French relations to which the altered
tone of the British and French press already bore witness. The reality of
this improvement was soon to be put to the test and to survive triumphant.
Out of the trial came genuine entente.

Meanwhile other events disposed the two governments to co-operate.
The growth of the German fleet led the British authorities in March 1903
to decide upon the creation of a new naval base at Rosyth and to transfer
the greater part of their naval forces to home waters. French friendship
was therefore desirable because of France’s naval power in the Mediter-
ranean, notwithstanding the decline of her general strength at sea since
1902. Both governments, too, were caused anxiety by the Russo-Japanese
War and concerned to prevent it from spreading. Thus in October 1904,
when the Russian Baltic fleet on its way to the Far East inadvertently
fired by night on some Hull fishing vessels causing several casualties,
French diplomacy played an important part in inducing the Russians to
make prompt reparation. Henceforward the French, acutely aware of the
perils of Anglo-Russian friction, were tireless in urging Britain to settle her
differences with Russia even as she had settled them with France.

It was Germany who put Anglo-French friendship to its first serious
proof. Germany’s first reactions to the Anglo-French Agreement had
been conciliatory and there had been no special emphasis on German
interests in Morocco, but in reality the German Foreign Office was pro-
foundly vexed. In fact Germany’s diplomatic position had seriously
deteriorated: Italy was no longer a reliable ally, Austria-Hungary was a
prey to increasing internal difficulties, and the Franco-Russian Alliance
and Anglo-French Agreement now seemed to threaten her with encircle-
ment. The kaiser and his advisers were soon to develop a nightmare of
Einkreisung. Moreover, they were irritated at not having been consulted.
“Not for material reasons alone’, wrote Holstein, ‘ but even more for the
sake of prestige must Germany protest against the intended appropriation
of Morocco by France...If we let ourselves be trampled upon in
Morocco, we invite similar treatment elsewhere.’> The timing of the
protest required careful thought, and for some months after the first con-
ciliatory declarations Germany maintained a sphinx-like reserve. It was

! Grosse Politik, vol. xx, pp. 208-9. Cf. G. P. Gooch, Before the War, vol. 1, p. 247.

‘.. .Lassen wir uns aber jetzt in Marokko stillschweigend auf die Fiisse treten, so ermutigen
wir zur Wiederholung anderswo.’
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not until March 1905 that the world was startled by the kaiser’s reluctant
visit to Tangier and his resounding references to Germany’s determination
to protect her  great and growing interests in Morocco’. The speech was
the prelude to a powerful diplomatic offensive against France and the
Anglo-French Agreement, accompanied by a violent press campaign.
There is little doubt that the timing and vigour of this apparent volte-
face in German policy were affected by the Russo-Japanese War. Now
that Russia was incapacitated Germany saw a striking opportunity to
break the incipient Entente and get rid of Delcassé as Bismarck had got
rid of Boulanger. Her desire to bring about Delcassé’s fall was increased by
Biilow’s overriding concern for Germany’s interests in the Far East and his
fear that Delcassé might be invited to mediate in the war between Russia
and Japan. There is evidence, too, that the German Chief of General
Staff favoured a preventive war against France, but, although Biilow
was ready to use the threat of war and his conduct was a vivid example of
the way in which war remained an instrument of national policy, it is
not clear that he wished to go farther. Delcassé’s offer to negotiate was
rejected and Germany demanded an international conference to discuss
the Moroccan situation. If the French stood firm there was risk of war;
if they yielded, they would also be humiliated. Delcassé urged firmness
on the ground that Germany was bluffing and that English support was
assured. This was going too far; although England was stirred by the
challenge to Anglo-French relations implied by Germany’s conduct, all
Lansdowne had suggested was ‘full and confidential discussion between
the two Gov[ernmenl]ts. . .in anticipation of any complicationsto be appre-
hended during the somewhat anxious period through which we are at
present passing’.! Delcassé and his advisers, however, appear to have
interpreted this statement in the light of unofficial assurances of military
support which they believed to have been given by British service chiefs.
But his colleagues placed less reliance on England, knowing that the
British navy, her main strength, could not ‘run on wheels’,2 and were
painfully aware of Germany’s military superiority. They rejected Delcassé’s
risky policy and he resigned on 6 June. Rouvier’s offer of a Franco-
German agreement was turned down by Biilow, and France was obliged to
accept the proposal for a conference. It might now be hoped that France
would realise that English support was worthless. When in the next month
the kaiser secured a treaty with Russia which seemed to take the sting out
of the Franco-Russian Alliance his elation was unbounded, for it looked
as though the whole grouping of the European powers was about to be
transformed to Germany’s advantage. But what he beheld was a mirage.
The kaiser had encouraged the tsar to go to war with Japan, and in
1904, when war broke out, Germany, seeing an opportunity to try and

1 British Documents, vol. 111, no. 95.
2 An expression used by the French Président du Conseil, M. Rouvier.
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‘mend the wire to St Petersburg’, sent a draft treaty of defensive alliance
to the Russian capital. Nothing came of it because the tsar felt that he
would be bound to consult France if it were proceeded with; but Ger-
many continued her courtship and strained her neutrality by coaling
Russian ships, and in the following year in a tére-a-téte at Bjorko in
Finland, the kaiser persuaded the tsar to sign a treaty whereby, if one
of the signatories was attacked by a European power, the other would
support it in Europe. But the handiwork of the sovereigns was not
found to be good in the sight of their absent ministers. Biillow, who
thought that the words ‘in Europe’ made the treaty a liability when
England with her vulnerable Indian empire was the enemy in view, actually
went so far as to telegraph his resignation (which, however, he was per-
suaded to withdraw); while Lamsdorff at once declared such an arrange-
ment impossible without reference to Russia’s ally France, whom the
Germans wanted to bring in only after the fait accompli. When the
Russians sounded France about the possibility of extending the Franco-
Russian Alliance to include Germany, they obtained the expected answer
that French opinion would not tolerate a closer relationship. The tsar’s con-
sequent letter proposing an additional provision that the treaty should not
apply in case of war between France and Germany ended the matter. Inan
alliance so emasculated Germany could have no interest and so, although
never formally abrogated, the Treaty of Bjorko was virtually stillborn.

These negotiations affected the development of the Moroccan question.
So long as there was a chance of forming the grand continental alliance
with France and Russia the Germans had been conciliatory in their
demeanour towards the French after Delcassé’s resignation. But, once
that project failed, the Moroccan question remained the chief card to
play against the Anglo-French Entente. The return of a Liberal govern-
ment in England encouraged Germany to resume an uncompromising
tone, and she looked to the international conference she had demanded
to give her satisfaction.

Once again, however, she was doomed to disappointment. At the
conference which opened at Algeciras on 16 January 1906 she gained
only Austrian support on the most contentious issue, namely, the organisa-
tion of police in the Moroccan ports. Italy failed to back her, while
Russia, urgently in need of a large French loan, stood firmly by France
and England. The majority accepted the French view that the police
organisation should be entrusted to French and Spanish officers; and
the eventual compromise, incorporated in the Algeciras Act of 7 April
1906, whereby, while the sultan was to confide the organisation to French
and Spanish officers, a Swiss inspector-general was to be superimposed
who would make periodic reports to the Diplomatic Body on the func-
tioning of the new police régime, was but poor consolation. The only
advantage Germany had derived was the recognition that Moroccan
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affairs were a matter of international interest. To this extent France’s
desired freedom of action was restricted and the recognition meant that
Germany could legitimately bring up the Moroccan question again should
occasion arise. Apart from this, however, Algeciras was a serious check:
Germany’s diplomacy had overreached itself and her relative isolation
had been publicly exposed; she had failed to obtain any tangible advan-
tage for herself; and, last but not least, she had failed to break the Entente.
Indeed the new Foreign Secretary, Grey, attached more importance to the
Entente than Lansdowne. Not only had the British government given
France their diplomatic support, but they had hinted that, in the event
of a German attack upon France, England could not remain neutral.
Furthermore, although he had refused to give France a written under-
taking of armed support, Grey, without the knowledge of the Cabinet,
agreed in January 1906 that staff conversations, already tentatively begun,
should take place as a precautionary measure. It was expressly stipulated
that these talks should be in no way binding on either government, but the
fact that they could occur was of the highest significance and committed
the British authorities more than they knew. England had returned un-
mistakably to her traditional policy of maintaining the European balance
of power.

Although the Treaty of Bjorkd was secret, an indication that something
was stirring the waters was conveyed by the Russian soundings in Paris
and made a settlement of Anglo-Russian differences all the more desirable.
The failure of Germany’s schemes for an anti-British continental alliance,
Russia’s defeat by Japan, her co-operation with the Entente powers at
Algeciras, fear of German influence penetrating Persia, and the change of
policy favoured by Isvolsky, who became Russian Foreign Minister on
10 May 1906, all facilitated matters, and negotiations were formally
opened on 6 June. Their progress was rendered slow by the internal
instability of Russia and by public criticism in England of the measures
taken to cope with it, by Isvolsky’s understandable desire not to offend
Germany and suffer the fate of Delcassé, and by the objections of the
Russian General Staff; but eventually a convention was signed on
31 August 1907. From the British point of view the agreement, which related
to three points of friction, Persia, Afghanistan and Tibet, was satisfactory
since the main objectives were secured. Russia’s recognition of the
principle of Persian independence and integrity and the delimitation of
spheres of influence within that country, her acknowledgement that
Afghanistan was of special interest to England, and agreement to maintain
Tibet as a buffer state under Chinese suzerainty, all appeared to check any
further expansion menacing to the safety of India, which was England’s
paramount concern. Although the Persian problem would still cause the
British Foreign Office many headaches, the great Anglo-Russian conflict
of interests was virtually liquidated by the agreements.
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The Anglo-Russian convention was negative in character: it contained
no special assurances of friendship or co-operation and it was not wel-
comed in either country as the Anglo-French Agreement had been
welcomed in England and France. Although it swung Russia slightly
nearer to the Entente it did not preclude her from maintaining good
relations with Germany; indeed Isvolsky was most anxious to do so and
went out of his way to be co-operative, for instance at the ineffective
second Hague conference in 1907. Nor, although Grey saw Russia as a
counterpoise to Germany, was it part of a deliberate English design to
encircle Germany. As has been well said, the two groups stood side by side
rather than face to face and it was ‘not a question of getting Russia to
join England against Germany: it was solely a question of preventing
Russia from joining Germany against England’.! Unfortunately, how-
ever, Germany saw in it an anti-German move, and this impression
was strengthened when the tsar and King Edward VII met at Reval
in June 1908. Unfortunately, too, the convention had the effect of
shifting the main direction of Russia’s foreign policy to still more
dangerous waters. Checked by Japan in the Far East, prevented from
further expansion in the direction of India, she turned once more to the
Balkans.

But it was Austrian initiative which led to the first major Balkan
crisis of the twentieth century. The Magyarising policy of the Hungarian
government and the resentment it caused among their Serb and Croat
populations intensified the racial problems of the dual monarchy. The
deterioration of Austria’s relations with Serbia since the sanguinary over-
throw of the Obrenovich dynasty in 1903 and the tendency of the new
Serbian rulers to look to France for money and munitions and to Russia
for political support and to allow Belgrade to become a centre of Pan-Serb
aspirations confronted the rulers of Austria with a foreign problem which
was likely to be all the more difficult once Russia resumed an active
interest in Balkan politics. So long as the Pole, Goluchowski, remained
in charge, Austrian policy was cautious. But his replacement in 1906 by
Achrenthal and the appointment of Conrad von Hotzendorff as Chief of
Staff brought to the fore men of more masterful stamp anxious to restore
their country’s declining prestige. Aehrenthal, who had been Ambassador
at St Petersburg, was, like Isvolsky, Biilow and others, an example of the
typical continental Foreign Minister trained in the narrow school of
diplomacy instead of in politics. As he was reputed to be on excellent terms
with the Russians and anxious to reconstitute the Three Emperors’
League, his appointment was regarded as an earnest of Austria’s desire to
maintain friendly relations with Russia. But when his initial attempts at
economic conciliation with Serbia broke down, largely owing to opposi-
tion at home, he embarked upon a coercive policy which quickly led to

! H. Nicolson, op. cit. pp. 234-5.
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complications. His announcement early in 1908 of Austria’s intention to
build a railway to Mitrovitza in Turkey through the Sanjak of Novibazar,
which separated Serbia from Montenegro, was intended as a warning to
Serbia. But, made regardless of Russia’s friendly intimation that complica-
tions might ensue, it virtually ended the Austro-Russian co-operation in
the Balkans begun in 1897, and inaugurated a period in which the
growing personal enmity of Aehrenthal and Isvolsky had the gravest
consequences for European relations.

At first Russia made a counter-proposal for a railway from the Danube
to the Albanian coast, and the next months might have witnessed no more
than a competition in railway projects had not the general situation been
transformed by the Young Turk revolution at Constantinople in July.
By the Berlin Treaty of 1878 Austria had been accorded the right to
administer the Turkish provinces of Bosnia and Herzegovina indefinitely
and to garrison the Sanjak of Novibazar. The Young Turk revolution
confronted Austria with the probability that the predominantly Serb
populations of Bosnia and Herzegovina would demand the right to send
representatives to the Turkish Parliament, now proposed, and that Turkey,
infused with a new nationalism, would reassert her claim to full sovereignty
over two provinces which Austria had in fact governed for thirty years.
The grant of such demands was inconceivable for the Austrian rulers and
Achrenthal’s remedy, approved by his government in August, was the
annexation of the two provinces at a suitable moment, accompanied as
a conciliatory gesture to Turkey by the withdrawal of Austrian troops
from the Sanjak. ‘Annexation’, as has been said, ‘would both solve the
confused relations with Turkey and create an insuperable barrier against
the seditious dream of a great South Slav kingdom; Serbo-Croat unrest,
with nothing to hope for from Serbia, would be silenced, and the monarchy
would now be free to accomplish the mission of economic betterment which
thirty years of occupation had left unfulfilled.”® For the success of the
scheme Russian support was essential, and negotiations to this end cul-
minated in a secret interview between Aehrenthal and Isvolsky at Buchlau
on 16 September. As a result Aehrenthal believed that he had secured
Russian approval for the projected annexation, in return for Austrian
support of a Russian proposal to modify the Straits régime so as to give
the warships of the Black Sea powers free access to the Mediterranean.

But the plan miscarried. When Isvolsky went on to Paris and London
he encountered difficulties. France was non-committal and England would
not agree to his Straits proposals: the Cabinet felt no obligation to sup-
port Russia because of the recent Anglo-Russian agreements and was
unmoved by Isvolsky’s talk of the consequences for Anglo-Russian rela-
tions if his demands were not met. Meanwhile Achrenthal, eager to
secure Austria’s share of the bargain, had declared the annexation of

1 A.J. P. Taylor, The Habsburg Monarchy, 1815-1918 (London, 1941), p. 260.
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Bosnia and Herzegovina on 6 October, the day after the prince of Bulgaria,
acting in collusion with him, had proclaimed his country’s complete
independence of Turkey and assumed the title of king. Thus Isvolsky’s
policy had broken down while Achrenthal’s had triumphed. Isvolsky had
aimed at a coup in the Straits, a misdirected aim since the Russian people
were more easily roused on behalf of the Balkan Slavs than by the old
Straits question, but he had to return without this quid pro quo of the
Buchlau bargain. Much mortified, he sought escape by asserting that he
had been duped by Achrenthal, demanding a European conference to
discuss the Bosnian question, and encouraging the Balkan Slav agitation
which followed upon the annexation.

Achrenthal’s attempt to solve the Serb problem thus led to a grave
crisis which lasted for six months. To most European powers his action
came as a shock. Although it made no practical difference to the two
provinces, it was, as Grey wrote, the ‘arbitrary alteration of a European
Treaty by one Power without the consent of the others’ and as such ‘struck
at the roots of all good international order’.! In consequence, England
condemned the annexation just as she had condemned Russia’s denuncia-
tion of the Black Sea clauses of the Treaty of Paris in 1870. To Germany
the Austrian fait accompli was equally unwelcome. Biilow was indignant
at not having been consulted beforehand by his ally and the kaiser saw
his cherished Turkish policy in jeopardy. Yet Germany could not afford
to see Austria weakened, and therefore supported Austria in her refusal
of any conference which did not meet merely to confirm the annexation.
Since the failure of the Bjorko policy and the signature of the Anglo-
Russian agreement Germany was all the readier to bolster up Austria
by winning a diplomatic victory against Russia.

In the Balkans Austria’s action had provoked a ferment: ‘ Turkey for-
mally protested, and a boycott of Austrian goods began; Montenegro
begged for frontier modifications and abolition of the fetters of the Berlin
Treaty; in Serbia there was talk of war.”? As the rift between Austria
and Russia became apparent so the bellicosity of the Serbs, who hoped
for Russian aid, increased and Austro-Russian relations drifted into a
state of dangerous tension. The decisive factor was the firm support given
to Austria by Germany. After Billow had rejected an offer of mediation
by the Western Powers, Austria felt strong enough to demand Serbia’s
withdrawal of her opposition to the annexation, and when the Serbs
complied but refused to give a written promise of future good behaviour
she prepared for coercion. All in fact depended on Russia and Germany,
for Serbia could not risk war without Russian assistance and Germany
was determined to prevent that assistance from being forthcoming. On
22 March 1909 the German Ambassador in St Petersburg was instructed

! Viscount Grey, Twenty-Five Years, 1892-1916 (London, 1925), vol. 1, p. 175.
* G. P. Gooch, Before the War, vol. 1, p. 403.
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to obtain a definite reply to the question whether Russia accepted the
Austrian note and the abrogation of the article of the Treaty of Berlin
relating to Bosnia-Herzegovina. ‘ We should regard an evasive, conditional
or ambiguous reply as a refusal. We should then withdraw and let things
take their course.” Unready to face another major war so soon after her
defeat by Japan, Russia could only submit, whereupon Serbia too
climbed down and gave the required guarantee. Turkey had already on
26 February acknowledged the annexation in return for an indemnity of
some £2,400,000. Aehrenthal’s triumph was complete.

But it boded ill for the future. So far from cowing the Serbs it antagon-
ised them further and made Austria’s Slav problem still more difficult.
It was a blow to what international morality remained and, above all, a
bitter humiliation for Russia, who had been helpless while Serbia was
browbeaten and had to accept Austria’s annexation of Bosnia and Herze-
govina without compensation either in the Straits or elsewhere. In
consequence, Germany’s dreams of a continental alliance and Austria’s
visions of a new Three Emperors’ League were farther than ever from
fulfilment: still more so after the German emperor had rubbed salt into
Russia’s wounds by declaring that he had supported Austria ‘in shining
armour’. The Bosnian crisis did what neither the Anglo-Russian conven-
tion nor the meeting of sovereigns at Reval had been able to achieve: it
created the Triple Entente. Although Russia was disappointed by lack of
support from France and England and some British diplomats, aware of
this, vainly urged Grey to convert England’s ententes into alliances, she
could not afford to retire into isolation, and co-operation with the Western
Powers was the only alternative. Germany’s attempt to mend the wire
by an offer in 1910 to abandon support of Austria in the Balkans in return
for a Russian promise not to help England against Germany came to
nothing. Austro-Russian rivalry in the Balkans was again a dominating
and dangerous factor in European politics. Moreover, the change in the
Balkan balance of power had alarmed Italy, causing her to move still
farther away from Austria, against whom Italian irredentist feeling was
always strong, and to conclude the secret Treaty of Racconigi (24 October
1909) with Russia, whereby she undertook to support the Balkan status
quo, should it again be threatened by Austria, in return for Russian
recognition of her interests in Tripoli. In reply Austria tried to safeguard
her position by promising not to make any new annexation without prior
agreement with Rome to give Italy compensation. But, apart from
German support, she was now isolated and, in consequence, her influence
in the Balkans declined. Biilow had grievously miscalculated. By his un-
conditional aid to Austria he had committed himself to the support of

1 ¢,..Jede ausweichende verklausulierte oder unklare Antwort wiirden wir als eine

Ablehnung betrachten miissen. Wir wiirden uns dann zuriickziehen und den Dingen ihren
Lauf lassen. ..’ (Grosse Politik, vol. xxv1, p. 694).
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methods and aims of which he disapproved and about which he had not
been fully consulted. Furthermore, and still more ominous for the future,
there was now a danger that Austria would take fresh risks, firm in the
conviction that Germany would be obliged to stand by her. The roles had
been reversed and it had been Germany’s turn to play the part of *brilliant
second’ to Austria. As in the Moroccan affair Biilow had hoped to break
the Anglo-French Entente, so now his policy was explicable partly by his
avowed desire to break ‘the encircling ring’; and, as in 1905-6, it had
precisely the opposite effect. The ‘ring’, hitherto mainly a figment of
German imagination, began to assume reality. It was unlikely to dissolve
so long as the thunder-clouds hung over the Balkans and the North Sea.
Even as Austria’s Balkan policy seemed a threat to Russia, so Germany’s
naval programme seemed an unprovoked menace to England.

Although the early German Naval Bills and jingoistic propaganda of
the German Navy League had attracted much attention, the German
naval programme did not become a diplomatic issue and a leading factor
in Anglo-German relations until 1906. By this time the Moroccan crisis
with its risk of war had made the British government aware that friction
with Germany would inevitably increase the pace and burden of highly
unwelcome competition in naval armaments. The Liberals who assumed
office in 1905 were eager to reduce expenditure, and accordingly in 1906,
welcoming the Russian invitation to a second Hague conference, they
proposed a limitation of armaments. Such a proposal was hardly likely
to be acceptable in Germany. By now, as a result of constant propaganda,
the majority of the German people had come to believe that a big navy
was essential for the maintenance of Germany’s interests and prestige as
a great power or, as Bethmann-Hollweg put it in 1912, ‘for the general
purposes of her greatness’. The implementation of the naval programmes
was regarded as a fundamental point of policy. It was one of the few
aims to which the volatile German emperor remained unflinchingly con-
stant and its modification would probably have required a radical change
of men and outlook. Moreover, England’s proposals were necessarily
suspect, for she now appeared to demand recognition of her naval
superiority for all time. The Hague conference of 1907 therefore merely
increased distrust. With no hope of international agreement to limit
armaments, the only course left was that of direct discussions. Mean-
while the ‘dry war’ of the armaments race continued, since for Britain
naval superiority was a matter of life and death and the pretension of
Germany, the strongest military state, to bid for equality at sea was a
grave risk to the balance of power.

At first the Germans were unwilling to negotiate, but eventually Biilow,
constantly warned by Metternich, the German Ambassador in London,
of the strength of English feeling (intensified by the belief, justifiably
shared by the British government in the winter of 1908-9, that Germany
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had been accelerating the building of her ships), considered the possibility
of slowing down Germany’s naval construction in return for a promise
of British neutrality. But Tirpitz’s reply to such a suggestion in the spring
of 1909 was unpromising—his suggested ratio of 3:4 was hardly likely
to be acceptable—and before any overture was made to England Biilow
had resigned and was succeeded, in June 1909, by Bethmann-Hollweg.
Bethmann-Hollweg, a not very forceful civilian and a newcomer to foreign
affairs, was unlikely to make a radical change in policy. He did, however,
accept Biilow’s notion of securing a political bargain, and negotiations
begun in 1909 continued intermittently but fruitlessly until 1912. Beth-
mann’s offer was to retard the German naval programme, not to reduce
it, in exchange for British neutrality in case of an attack upon Germany.
Such an undertaking would have been difficuit for England in view of her
commitments to other powers, even if the naval concessions offered had
been greater; but her repeated assurance that the treaties and ententes
she had concluded were not directed against Germany, and her offers
to make an agreement on outstanding questions such as the Baghdad
Railway, were not considered enough. Grey’s proposals for exchanges
of naval information also came to nothing and in 1911 negotiations
seemed near a deadlock when a fresh Moroccan crisis blew up to imperil
European peace and increase Anglo-German mistrust.

The Algeciras Act had not restored order to the Shereefian empire.
In 1907 the sultan had been driven from his capital and a state of anarchy
ensued which encouraged French penetration. However, in 1909, when
both powers were preoccupied by the Bosnian crisis, Germany had come
to an agreement with France which disquieted British opinion and seemed
to foreshadow a new period of Franco-German co-operation. While both
governments undertook that their nationals should be associated in the
enterprises for which they obtained concessions, Germany expressed her
‘ political disinterest’ in Morocco. But the economic side of the agreement
gave rise to misunderstandings, especially when France proposed to build
railways and refused to admit German personnel to run them on the
grounds that this trenched upon her political interests. By 1911 relations
had deteriorated, while fresh disorders impelled the French to send troops
to Fez. The French government had already made overtures to Berlin for
a revised agreement when the Germans reopened the Moroccan question
with a startling gesture reminiscent of the Tangier incident of 1905. On
I July a gunboat, the Panther, was sent to the closed Moroccan port of
Agadir to protect alleged German commercial interests and the world was
informed that since, in the German view, the occupation of Fez nullified the
Algeciras Act, the time had come for a fresh ‘friendly exchange of views’.

There was much to be said for the German argument that a military
expedition like the French one to Fez was only too likely to turn into a
permanent occupation and that France and Germany must reconsider
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their Moroccan arrangements; but Germany’s manner of proceeding was
open to serious criticism although Zimmermann, her Under-Secretary of
Statefor Foreign Affairs, hadargued thatit was the only waytoinduce France
tooffer satisfactory compensation. Forsomedaysafter the Panther’s arrival
at Agadir, Kiderlen, now Secretary of State, imitated the sphinx-like
silence of Biilow in the first Moroccan crisis and tension was acute. There
was much uncertainty as to Germany’s ultimate intentions:: for instance, as
there were no commercial interests in the Agadir region it was believed
by many that she intended to demand or seize an Atlantic port. The
French Foreign Minister had at first asked the British government to
make a counter-demonstration; they refused this but warned Germany
that they could not recognise any new arrangement which was come to
in Morocco without them. Meanwhile Caillaux, the new Germanophil
French Prime Minister, accepted the German suggestion of an ‘exchange
of views’. The Germans then revealed their hand. In return for recogni-
tion of France’s complete freedom of action in Morocco they demanded
practically the whole French Congo. When the French Cabinet on 17 July
rejected their terms it seems that Kiderlen was ready to envisage war or
at least to use the threat of it in order to intimidate the French into com-
pliance. In these circumstances the attitude of England (who had on
13 July prudently renewed her alliance with Japan for a further ten years)
was of decisive importance. On 21 July Grey told the German Ambassador
in London that Germany’s demands were excessive and that her action at
Agadir still required explanation, and Lloyd George, the Chancellor of
the Exchequer, who was believed in Berlin to be the leader of the pro-
German section in the Cabinet, declared in a resounding speech at the
Mansion House that if Britain were ‘to be treated where her interests were
vitally affected as of no account. . . peace at that price would be a humilia-
tion intolerable for a great country to endure’. There was no mention of
Germany or the Moroccan question, but the warning was clear, and the
indignation of the German government and people showed that they knew
that their bluff had been called—courteous assurances about Germany’s
intentions were speedily sent to London. Peace was preserved, but German
prestige had suffered and there followed several weeks of hard bargaining
between France and Germany during which there were twice threats of
rupture and renewed rumours of war. Finally, a financial panic in Germany
in September accelerated a settlement and on 4 November 1911 a fresh
Franco-German agreement was signed. While Germany undertook not
to impede French activity in Morocco and recognised France’s right
eventually to establish a protectorate there, France ceded part of the
interior of the French Congo pointing towards the Belgian Congo (on
which the Germans hoped to obtain a pre-emption) together with a strip
of territory giving this new German acquisition access to the sea.
Although Delcassé’s policy had triumphed in the end and France was
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now potentially mistress of Morocco, and although Germany had ex-
tended her colonial dominion at small cost to herself, the Agadir crisis
left neither side content. In Germany Kiderlen, who had countenanced
if not encouraged the public clamour for territorial compensation in
Morocco, was strongly criticised, and the Colonial Secretary resigned in
protest at the weakness of his policy; while in France the settlement was
also attacked by colonial interests, and the discovery that Caillaux had
conducted part of the negotiations independently of his Foreign Minister
led in January 1912 to the fall of his Cabinet. He had indeed hoped to
make the Moroccan question the basis of a general settlement of dif-
ferences with Germany on the lines of the Anglo-French Agreement of
1904; but the hope was vain, for the methods of German diplomacy and
the strong feeling roused in both countries made its realisation im-
practicable. Instead of bettering relations with Germany, Agadir had
demonstrated once again the solidity of France’s entente with England.
In view of the risk of war, staff conversations had been resumed. England
had already been making plans for the dispatch of an expeditionary force
to France in case of emergency and now discussion of the technical details
was pressed on apace. Still more conspicuous was the deterioration of
Germany’s relations with England, who now knew that for her the dominant
questions of international relations were whether she intended to maintain
the Triple Entente and whether she ‘ought to submit to any dictation
by Germany whenever she considers it necessary to raise her voice’.!

One further consequence of Agadir remains to be noticed. By opening
the way to the French protectorate of Morocco, which was actually
established early in 1912, it impelled Italy to move upon Tripoli. Already
alarmed by Young Turk nationalism and fearing German competition,
Italy believed she must act ‘now or never’. On 2§ September 1911,
without warning, she published a statement of grievances against Turkey,
and four days later, having rejected Turkish offers to negotiate, she
declared war. The Treaty of Paris of 1856 guaranteeing the independence
and territorial integrity of the Ottoman Empire, the Treaty of Berlin of
1878 which had reaffirmed that guarantee, and the Hague conventions
to which Italy was a party were flung to the winds. She was determined
to leave no time for outside intervention and had not even consulted her
allies beforehand. She found her justification in the fact that three great
powers, France, Austria and Russia, had all signed agreements giving
her a free hand. A further blow had been dealt at international morality,
and Italy’s conquest and annexation of Tripolitania and Cyrenaica was
the signal for the Balkan states to make a concerted attack upon Turkey.
The new complications caused by the Balkan wars are part of the imme-
diate prelude to world war.

! Sir A. Nicolson to Sir Edward Goschen, 24 July 1911 and to Lord Hardinge, 14 Sep-
tember 1911. Quoted in H. Nicolson, op. cit. pp. 347, 350.
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world-wide than its battlefields. The national antagonisms which

exploded in it were European, and the alignment of the belligerent
powers inside and outside Europe did not correspond to the lines of real
cleavage between either the imperial interests of European powers or
extra-European national ambitions. As world-wide causes have been
assigned to the war, so also have causes comparatively remote in time.
In each case the enlargement in retrospect of its true limits above all
reflects the magnitude of the experience for contemporaries. But it
accords as well with the preoccupations of various doctrinaire schools of
international and national politics and history which have helped form
popular interpretations of the war. The dogma, for instance, that war
at this stage of history must express ‘imperialist contradictions’—one
not confined to Marxists—required that the war should be treated as
global, while the doctrine current in post-war Europe that it was the
necessary result of German authoritarian militarism required that the
origins of the war should be traced back to the foundation of the second
German empire.?

Most schools of interpretation, however, accept a distinction between
remote and immediate origins of the war of 1914 and to most a dividing
line in 1912 makes sense, if not for all the same reasons. Then began the
crucial developments in two of the three main causes of the crisis of July
1914, or at least of the final order of battle, the alliance system and
Balkan nationalism—the third being Anglo-German naval rivalry. Then,
too, as distinct from those European issues, the last cause of conflict over-
seas had just been extinguished by a Franco-German agreement over
Morocco.

The Moroccan convention of November 1911 licensed a French pro-
tectorate in exchange for territorial cessions in central Africa, and its
critical reception by both French and German nationalists is one measure
of its merits. In France, Caillaux’s government which made it was replaced
by the so-called  great ministry’ of Poincaré which accepted the settlement
while appearing less disposed to further appeasement. It was one of
Poincaré’s first preoccupations to overhaul the Russian alliance, which

THE ‘first world war’ is a misnomer. Its causes were no more

! The editor and author are greatly indebted to Dr A. E. Campbell for abridging the text
of this contribution.

* The widest range of non-Marxist ‘sociological’ interpretation is comprehended in
George W. F. Hallgarten, Imperialismus vor 1914: Soziologische Darstellung der deutschen
Aussenpolitik (Munich, 1951 ; revised ed. 1962).
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the Moroccan crisis had shown to be as inadequate a moral support for
France as the Bosnian crisis four years earlier had shown it to be for
Russia. But the crucial fact was that the Russians met Poincaré more
than half way, for it was apparent that the next international crisis would
be a Balkan one in which Russia had more to gain than France. The
Russians therefore took the diplomatic initiative. The Balkan League
developed early in 1912 under Russian patronage but without the co-
operation or indeed full awareness of the French; it remained to commit
them nevertheless to its risks.

Meanwhile it was in Germany that the Moroccan agreement was pro-
ducing the most far-reaching repercussions. In the settlement with France
Germany had, said Admiral Tirpitz, ‘suffered a diplomatic check, and
we must salve it by a supplementary naval bill’.! As Naval Secretary he
gained the support of the Kaiser Wilhelm for this bill, usually known as
the novelle of 1912, against the opposition of the Chancellor, Bethmann-
Hollweg. Though loyal to it in negotiation, Bethmann was unsympathetic
to the political strategy behind the German battle-fleet—that it would
serve as a deterrent to British intervention in a continental war. Under
Tirpitz’s original ‘risk theory’, the German fleet had only to make victory
so costly to the British fleet that it would be vulnerable to third powers,
but this had become inadequate as the other naval powers, except isola-
tionist America, had become British associates rather than potential
enemies. The German fleet had therefore to aim higher—it needed at
least a hope of victory—and Tirpitz, with a reasonable confidence in the
superiority of German design, was thinking in terms of parity by 1920.2
The competition in oceanic cruisers was secondary, but it kept for the
navy the support of influential colonial and commercial pressure-groups.

British numerical superiority in up-to-date battleships had been sacri-
ficed by the completion of the revolutionary Dreadnought in 1908. It
was being regained, particularly since the slogan of ‘two keels for one’
had been accepted by the public and the Admiralty. But this naval
competition strained the Liberal government’s principles as well as their
budgets, and when a forecast of the novelle reached London it found them
ready to negotiate once more. The visit to Berlin of the supposedly
Germanophil Secretary of State for War, Haldane, followed in February
1912. But the Germans asked for concessions over German colonial
expansion, and over the continuation of the German Baghdad railway
to the British-dominated Persian Gulf; they even asked for a declara-
tion of neutrality. And when the text of the novelle was examined in
London it was found to involve large increases in personnel, as well as
the raising of a fresh battle squadron from some old and some new ships,
while all that had been offered was postponement of these last. That

! Tirpitz, My Memoirs, vol. 1 (English edition, London, 1919), p. 211.
* E. L. Woodward, Great Britain and the German Navy (Oxford, 1935), p. 316.
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was not worth colonial concessions, still less what amounted to the
abandonment of the entente with France.

The kaiser may have gained a genuine impression that agreement had
been reached during his talks with Haldane, although the latter had
neither full powers nor full information. He affected indignation at being
let down, but negotiations were allowed to drag on in London. The offer
of a British declaration of non-aggression proved unacceptable, and
Bethmann instructed the German ambassador in London that an agree-
ment ‘pledging England’s neutrality and nearly amounting to a defensive
alliance with us’ was the sole condition which would justify the amend-
ment of the novelle.! This fully endorsed Tirpitz’s doctrine of the deterrent
function of the German battle-fleet. Moreover, the deterrent had to be
recognised by the British; the official tendency in London to treat the
German fleet as merely a prestige symbol was resented as insulting.

The British answer to the novelle appeared in the Admiralty estimates
of 18 July. British additional construction would be nearly double the
new German increases, and these rates of building to maintain a ratio of
8:5 in battleships were maintained until the outbreak of war. But Tirpitz,
in an inconsistent decision, slowed down building under the novelle. The
British estimates were adjusted proportionately, and so the impulse was
supplied for Churchill’s proposal, repeated in 1913, for a ‘naval holiday’
with no new building for one year on either side. That was the last plan
for naval limitation and it was ill-received in Germany as being, for
technical reasons, favourable to Britain.

The naval stalemate, however, did not exacerbate relations. The Ger-
man government still did not recognise that instead of imposing neutrality
_the uncompromising character of the naval challenge was making neutral-
ity more obviously impossible. The idea of a political agreement’ with
Britain was to persist in German diplomatic strategy until the end. It did
so without encouragement from London, but the two remaining themes
in the Haldane negotiations, a colonial bargain and a Mesopotamian rail-
way settlement, were more profitably taken up and developed slowly during
the next two years into agreements stillborn on the outbreak of war.

The Anglo-German negotiations were alarming to the French and to the
committed friends of France.? The French therefore exploited the refusal
of a neutrality declaration to the Germans with a request for declarations
about the Entente. They were helped by the simultaneous development of
naval strategy. A reinforcement of the British battle-fleet in home waters
from the Mediterranean was carried through, and, although it was for-
mally declared to be unco-ordinated with French naval movements,

1 Bethmann to Metternich, 18 March 1912, Die Grosse Politik der Europdischen Kabinette,
1871-1914 (Berlin, 1922-7), vol. XxxI, no. 11406.

 The British Ambassador in Paris, Bertie, even incited Poincaré against his own govern-
ment (R. Poincaré, Au Service de la France, Paris, 1927-33, vol. 1, p. 170).
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French battleships were transferred in the reverse direction so that a naval
obligation to defend the Channel coast of France began to build up.
It was rather to check than to establish this developing strategic link,
that Grey decided to give it formal but secret definition in an exchange
of letters with the French Ambassador on 16 and 17 November 1912,
These expressly stated that the redisposition of the fleets involved no
engagement, any more than the military and staff talks—which went back
to 1906. But Grey’s letter continued by promising consuftation in case
of an apprehended attack or a general threat to peace from a third power,
and then recourse to the joint staff plans if action were decided upon.

This fundamental text of the ‘Entente cordiale’ was not disclosed out-
side the British Cabinet until the outbreak of war, except to the Russians
earlier in 1914 as a concession to the French wish to formalise the Triple
Entente. It was then, too, that British naval staff talks were secretly
arranged with the Russians for the same diplomatic reason, though their
strategic significance was negligible. Indeed, the independent bond be-
tween Russia and Britain was tenuous—the security that it gave to Russia
came solely through British obligations or intentions towards France.
Direct Anglo-Russian relations were still troubled by Russian political
intervention in Persia. The Russians, Sazonov believed, could presume on
ultimate British complaisance in Asia for the sake of ‘political aims in
Europe of vital importance’.! But the reverse process was also effective,
and friction continued until July 1914.

While the Entente owed its ‘ triple’ character to the two-way relationship
of France within it, the rigour of the Franco-Russian alliance attenuated
the British obligation to France. As Grey was to insist at the last moment
in 1914, Britain was not morally bound to follow France in actionimposed
on the latter by a treaty such as Britain had deliberately refrained from
concluding even with France, much less Russia. All the more was this
the case when the French commitment to Russia became extended by the
entanglement of Russian policy and prestige with the so-called Balkan
League. The basis of the league was the treaty of alliance between Serbia
and Bulgaria, signed on 13 March 1912.% Its ostensible purpose was to
resist Austro-Hungarian expansion, but a secret annexe provided for the
partition of Macedonia, the remaining Slav-speaking territories under
Turkish rule. The Russians were accessory to the negotiations from the
start; they were not merely implicated by the important provision that
the tsar should arbitrate between the parties. Their motives were not
solely adventurous, nor those of revenge for the diplomatic defeat over
Bosnia in 1908-9. Fear of Austria-Hungary re-occupying the Sanjak of

1 B.von Siebert, Diplomatische Aktenstiicke zur Geschichte der Ententepolitik der
Vorkriegsjahre (Berlin, 1921), pp. 205-6.

* 29 February, o.s. The texts of ail the Balkan League treaties are to be found in the
appendices to J. E. Guéchoff, La Genése de la guerre mondiale (Betne, 1919).
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Novibazar to keep Montenegro and Serbia apart and to push a projected
railway through it all the way to Salonika was a genuine and early motive.
Later the temptation of opportunities for Russia in the partition of Tur-
key came to the fore, although how the leadership of Balkan national
ambitions was to bring Russia to the coveted control of Constantinople
and the Straits had not been thought out.

The facts of the alliance between the Balkan states were incompletely
revealed to their French allies by the Russians, in spite of pressing French
enquiries, until Poincaré’s visit to Russia in August 1912. When Poincaré
did see the text of the secret Serbo-Bulgarian treaty he told Sazonov
that ‘France would not give Russia military aid over Balkan issues if
Germany did not provoke the casus foederis of her own initiative, that
is if she did not attack Russia’. The reference was to the military conven-
tion of 1892, which provided that ‘if Russia is attacked by Germany or
by Austria supported by Germany, France will employ all the forces at
her disposal to fight Germany’. This was the basis of the Dual Alliance
ratified in treaty form in 1894. But it had become increasingly obvious
since 1908 that the emergency causing Russia to call upon the alliance
would be an Austrian attack on a Balkan Slav state, followed by Russian
intervention against Austria and in turn German intervention against
Russia. Poincaré was in fact implying support in the new circumstances,
otherwise the necessary reservation would have been that Russia should
not attack Austria first. Reaffirming the alliance obligation without this
caution, as Poincaré did in 1912,! meant that the defensive character of
the alliance had been changed, or alternatively that Austria’s Slav neigh-
bours were henceforth included in it. There is little doubt that Poincaré
yielded to Russian importunities for fear of losing the whole alliance,
which he considered precious to France in its defensive form. That he
does not make the point in his memoirs follows from his refusal to admit
that the alliance was in fact transformed in Russian interests.

When Poincaré was in St Petersburg a conflict in the Balkans was
imminent. Greece had joined Serbia and Bulgaria in a treaty concluded
on 29 May, to which Montenegro had committed herself orally, and the
whole Balkan League meant to take advantage of the continuing war
between Turkey and Italy which had been one of the incentives to its
formationand was now stimulatinginsurrectionin Albania and Macedonia.

The Balkan crises tested Austro-German solidarity over the same
strategic issues, if not in such a dramatic situation as that of 1914, and
the question arises why they did not produce the same fatal result. The
common supposition that Germany simply refused support to Austria-
Hungary in 191213 and accorded it in 1914 misrepresents the course of
events. Both Austrian policy and the German response to it were

Y Un Livre noir (Paris, 1922-34), vol. 1, p. 323; R. Poincaré, op. cit. vol. 11, pp. 200 ff,,
340fF.
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uncertain. Far from seeking to chastise the Serbs, the Austrian Foreign
Minister Berchtold at first took the lead in diplomacy to ward off the
crisis. He proposed joint admonitions to the Turkish government in
favour of provincial decentralisation and warnings to the Balkan govern-
ments to keep the peace. German anxiety at this unilateral action was
more an affirmation of the exclusiveness and solidarity of the alliance than
the reverse.! And ultimately Berchtold’s plan, with the added warning
that the powers would not license changes in the territorial status quo,
was accepted, the two most interested powers, Austria and Russia, being
charged with acting on behalf of all. This promising concert of Europe
had depended above all on Sazonov’s revulsion at the apparition of
Balkan nationalism which he had so casually invoked. It was both tem-
porary and futile. The powers’ joint action coincided with Montenegro’s
declaration of war on Turkey on 8 October and this was followed by
Serbian, Bulgarian and Greek intervention ten days later, all without the
Russian licence which the Slav states’ mutual engagements contemplated.

The first crucial question which the war brought up was that of the
Sanjak of Novibazar, which Austria had occupied until 1909, which was
weakly held by the Turks and which the Serbs had to invade in order to
join up with the Montenegrins. This challenge to Austrian prestige and
strategic control Berchtold declined in advance, counting on later re-
establishment of the status quo* but against the general staff’s advice.
No guarantee from Germany against Russian intervention if the Serbs
were to be ejected was asked for, and that in spite of some evidence that
it would have been given if asked.®

The main reason for the attachment of all the great powers to the status
quo in the first diplomatic phase of the Balkan crisis was uncertainty as to
who would win in a shooting war. The first few days of hostilities removed
alldoubts. The Bulgars drove through Thrace towards the Straits, and were
just forestalled in Salonika by the Greeks. Meanwhile the Serbs reached
the Adriatic. The Bulgars were stopped by Turkish resistance outside
Constantinople, but their advance was unwelcome to the Russians. The
Serbian successes threatened only the Austrians. At this point, therefore,
Russian official policy and Panslav sentiment began to coalesce in spon-
sorship of the Serbs, while in Vienna an old idea was revived of building
up Bulgaria as the rival Balkan nation in disgrace with St Petersburg.

Recent historians have entertained perhaps too easily the possibility
for Austria of a reconciliation with the Serbs.* There was indeed a

! Kiderlen to Bethmann-Hollweg, 2 September 1912. Die Grosse Politik, vol. xxx,

. 12,135.
" L. A?liertini, The Origins of the War of 1914 (Eng. ed. I. M. Massey, London, 1952-7),
vol. 1, p. 387.

3 Oesterreich-Ungarns Aussenpolitik, 1908-1914 (Vienna, 1930), vol. Iv, 1no. 4,022.

* For example, E. Eyck, Das personliche Regiment Wilhelms IT (Zirich, 1948), p. 643;
Albertini, op. cit. vol. 1, pp.394~5; A. J. P. Taylor, The Struggle for Mastery in Europe, p. 491.
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‘trialist” school of thought which favoured equalising the status of the
Slavs inside the empire with that of the Germans and Magyars. Such a
move the Serbian government were believed to be ready to welcome if
only Austria would tolerate their acquisition of an Adriatic port.! But,
although overtures were made in the autumn of 1912 and again a year
later, their sincerity must be suspect considering the secret influence in
Serbia of nationalist extremists who had no use for compromise.

In their determination to keep the Serbs away from the Adriatic, the
Austrians used the principle of nationality in persuading the powers to
create the state of Albania. This block of non-Slav people, formerly under
Turkish rule, covered the whole coastline from Montenegro to Greece
but the Russian government pressed the Serb case for a free port on the
coast, in particular Durazzo, if not a corridor to it as well. Tension be-
tween the two great powers rose to the pitch of reinforcing covering troops
on both sides of the Galician frontier, a mutual demonstration which was
to last for months. There was no demand from Vienna nor refusal from
Berlin of support for intervention against the Serbs who had overrun part
of Albania: sufficient German encouragement to maintain the war of
nerves was gratuitous. The kaiser’s utterances were, as usual, both in-
consistent and emphatic. But Bethmann declared in a Reichstag speech
on 2 December that ‘if Austria in the course of securing her vital interests
.. .is attacked by Russia’ Germany would fight.?

The Russian sponsorship of Serbian claims, however, was largely bluff.
As early as 9 November the Serbs had been warned not to count on Rus-
sian support.® But Panslav feeling was running high in Russia, with
militant devotees among the grand dukes and the general staff, so the
Serb cause could not be brusquely abandoned. As it was, the suspicion
of Russian apathy disconcerted Poincaré, and he complained to Isvolsky
that Austrian military preparations were not being adequately countered.*
Behind this seems to have been a conviction that Europe was near war,
and that if Russia was not ready to draw off German as well as Austrian
forces France would have to bear the brunt. Implicit, surely, was the new
interpretation of the casus foederis for France which Poincaré had given
in St Petersburg and Isvolsky maintained that he had since confirmed.®

The victorious Balkan allies and the defeated Turks concluded an
armistice on 3 December and a peace conference opened in London.
At the same time a conference of ambassadors of the great powers was
formed there to supervise a Balkan and Aegean settlement. It immediately
agreed on the status of Albania and the exclusion of the Serbs from the
Adriatic—a decision followed by the Austrian renunciation of Novibazar.

1 Qesterreich-Ungarns Aussenpolitik, vol. v, no. 5,005.
* Eyck, Das personliche Regiment Wilhelms II, p. 639.

® Siebert, Diplomatische Aktenstiicke zur Geschichte der Ententepolitik, p. 577.
¢ Un Livre noir, vol. 1, p. 369. § Ibid. p. 326.
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This conference reflected the disposition of the great powers to agree,
and the issues between them were not directly affected by the break-up
of the Balkan peace conference or by the resumption of the conflict as
the so-called ‘Second Balkan War’. What mattered was the incompati-
bility of Serbian victory and expansion with the prestige and therefore
security of the Habsburg empire, and so, after the creation of Albania,
the question of its future frontiers now overrun by the Serbs and Monte-
negrins became crucial between the Austrian and Russian governments.
Where Austria-Hungary must stand and risk a general war Berchtold
had certainly not decided in advance but the German Chancellor com-
plained on 10 February that he was being kept in the dark. Indeed, at
this time both Bethmann and Moltke were working to moderate Austrian
policy.! Bethmann observed prophetically that it was ‘almost impossible
for Russia to look on inactive in case of a military operation by Austria-
Hungary against Serbia’. It was not until six weeks later that the ambas-
sadors’ conference registered an Austrian concession over the disputed
frontier villages of Dibra and Djakova, but relaxation of tension mean-
while between Vienna and St Petersburg and the stand-down of troops
in Galicia are attributable to the German attitude.

That the Germans were blowing hot and cold was, however, shown in
the Scutari crisis which followed in April 1913. That town, still held by the
Turks and allotted by the powers to the new Albania, was invested in turn
by the Serbs, who retired on Russian instructions, and by the Monte-
negrins under their king Nicholas (Nikita), who did not. A warning from
the Austrian government that if the London powers did not jointly
secure Nikita’s withdrawal they would take independent military action
was not discouraged in Berlin, and the Germans warned the French
explicitly that if Russia intervened Germany would fight. Meanwhile
Sazonov’s actions had been at least as pacific as were Bethmann’s in the
preceding crisis, and he had admonished the Montenegrins for their
*passionate and foolish attitude’, in opposition to the ‘supreme interests
of European peace’.? But no one believed that Panslav sentiment would
allow Russia to abandon the Montenegrins, and the apparent danger of
war was only averted by King Nikita’s sudden submission. He is said to
have gambled on the Vienna bourse over the crisis so that he could take his
profit on ending it.

The Scutari episode held lessons. By the vicious conventions of twen-
tieth-century politics and publicity the evacuation of Scutari without
Austrian military action was to be regarded as a humiliation for the empire.
So domestic criticism of Berchtold as a weak Russophil disposed him to
more desperate courses, even if this was not immediately apparent.
After the settlement of the Scutari problem the Balkan belligerents were

! Die Grosse Politik, vol. xxxiv (i), nos. 12,818, 12,824.
* Albertini, The Origins of the War of 1914, vol. 1, p. 446.
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brought back to London to negotiate, and their delegates finally signed
the Treaty of London on 30 May. This reduced European Turkey to a
bare hinterland of Constantinople and the Straits, the exact demarcation
of the Greek and Bulgarian shores of the Aegean coast being entrusted
to the great powers as was the disposition of the Aegean islands, while
the partition of Macedonia was left to Serbia and Bulgaria to negotiate.

It was when these two states fell out that Berchtold returned to the plan
of building up Bulgaria so as to encircle Serbia. Such an idea was un-
popular in Berlin, above all because Rumania, the nominal satellite of
the Triple Alliance, was also a rival of Bulgaria. Yet, in spite of her
Hohenzollern King Carol, Rumania could not in the long run be held
to the alliance. The intelligentsia were Francophil and the nationalist
public of all classes saw their enemy in Hungary with its minority of
a million or more Rumanians in the province of Transylvania. This
the Germans failed to appreciate. After the ill-judged Bulgarian surprise
attack on the Serbs and Greeks they maintained their objections to
Austrian intervention to save the aggressor. It was expected, even by
the bellicose Austrian chief of staff, General Conrad von Hoetzendorff,
that Austrian action would bring in Russia, and it is doubtful how far
Berchtold’s warlike plans represented serious intentions. But, when Greece,
Turkey and finally Rumania joined Serbia, the Germans disavowed their
ally’s policy by publicly approving the Treaty of Bucharest of 11 August
1913 and trying to incite the press to work for Berchtold’s removal.
Nor was this all. This treaty and the Treaty of London left over certain
questions for decision by the powers, and when the aspirations of Bulgaria
and Greece conflicted the kaiser placed Germany in the opposite camp
to the Austrians.? The latter found themselves in the same side as the
Russians, whose immediate concern was to stop the Greeks from creeping
up the coast towards Constantinople.

It was not until the autumn of 1913 that Berchtold won his first clear-
cut diplomatic victory over the Serbs with German support. The Serbs
were slow in withdrawing troops from northern Albania and indiscreetly
avowed their hope of obtaining a frontier rectification. Cumulative
warnings from Vienna were inadequate and were disregarded before the
ultimatum of 18 October, which gave the Serbs a week to retire. The
Germans were only informed of the note at the last moment (and the
Italians after its dispatch). But the kaiser was enthusiastic. He even depre-
cated a peaceful solution, pointing out to General Conrad, ‘The other
[powers] are not prepared.’s This was true, since the last Austrian warning
before the ultimatum had caused both Sazonov and the French to tell

! Die Grosse Politik, vol. xoxvi(i), no. 13,781, where the kaiser declared this aim.

2 Wilhelm’s philhellenic sympathies and his personal dislike of the king of Bulgaria

worked in the same direction.
3 Conrad von Hoetzendorfl, Aus meiner Dienstzeit (Vienna, 1922-5), vol. I, p. 470.
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the Serbs to back down. The Serbs did so at once, but most striking about
the success of Berchtold’s undertaking was the appeal of the virtual fait
accompli to the German government, in particular to the kaiser. It was
as if consultation was really unwelcome, as if the principle was being
established that Austria was responsible, morally and strategically, for
her own Balkan policy and Germany only for its consequences.

The truth was that, apart from such an opportunist support of Austria-
Hungary in a preventive war against ‘Slavdom and Gaul’, which the
kaiser regarded as inevitable, no official German political strategy and
certainly no clear war aims existed.! The kaiser was too volatile and yet
fundamentally too conservative a European. Characteristic was his
dictum that ‘ the true interests of Europe can be defended by the two main
powers in the [two] groups, standing shoulder to shoulder, namely
Germany and England’.? In world politics the ‘yellow peril® interested
him more than competition with Britain and he scoffed at what he called
the ‘crazy vision of an African colonial empire’.? Nor was the Drang nach
Osten, the ‘urge to the East’, supposedly revealed in the Baghdad railway,
by any means a dominant official preoccupation. German policy during
the Balkan wars had not been appreciably affected by the German associa-
tion with the equipment and training of the Turkish army since the 1880s,
nor by the exploitation of this for diplomatic prestige in Turkey by
Marschall von Bieberstein. The railway project was held up by booming
Germany’s shortage of liquid capital ; military patronage was distinct, often
competitive and not wholehearted because no one knew until after the
outbreak of war in 1914 which great power camp the Turks would join.*

Not only Germany’s but the other great powers’ commitments in the
decrepit Turkish empire were tested at the end of 1913. A new and large
German military mission was invited to Turkey to rehabilitate the army
once again. The news that a German general, Liman von Sanders, was to
command the Constantinople army corps, as well as lead the mission,
came in November as a shock to the Russians-—perhaps a calculated one.
In St Petersburg it seemed time to consider again the ultimate issues of
war and peace in the question of the Straits. By January Sazonov was
prepared to face general European complications in order to induce the
Turks to drop Liman, and he proposed the occupation by all three entente

1 The question of war aims (and by implication ‘war guilt’) has recently been revived by
F. Fischer, Griff nach der Weltmacht (Dusseldorf, 1961) and in subsequent controversy,
especially thesameauthor’s article, * Weltpolitik, Weltmachtstreben und deutsche Kriegsziele’
in the Historische Zeitschrift, vol. 199 (October 1964). His basis is the formulation of aims
in the first month of war, the rest is largely retropolation, the association of politicians and
officials with pre-war strategic and commercial collision courses which war-time peace
aims expressed. The mapping of these courses by Hallgarten (op. cit. p. 329) is, however,
filled in by Fischer’s study of the Potsdam archives. A recent (1967) presentation of the
controversy is in E. Lynar, Deutsche Kriegziele 1914-1918.

2 Die Grosse Politik, vol. xxxv1(i), no. 13,781. 3 Ibid. vol. Xxx1, no. 11,422.
4 Fischer, H. Z., vol. 199 (see note 1 above).
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powers of selected points in Asia Minor.* But it was already obvious that
he could not count on such co-operation. The French had been prepared
to protest to the Turkish government against ‘handing the keys of the
Straits’ to the Germans,? but the British could not even go so far as
that when they realised that their own adviser to the Turkish navy,
Admiral Limpus, held an equivalent naval command to Liman’s military
one. In any case they feared an accommodation at their expense between
St Petersburg and Berlin as more likely than a war.? But the immediate in-
terest of Germanyin a partition was overestimated in London. The Germans
had designs on Turkish territory but were not ready for annexation. They
wished, more than the Russians, to postpone the moment of partition.t

In the event a conciliatory solution was found in Berlin by promoting
Liman to a rank which put him above a corps commander in Turkey and
thus left him as adviser only. This concession overtook a ministerial
conference at St Petersburg in January which was devoted to the emer-
gency. There the Minister for War, Sukhomlinov, claimed that Russia was
‘perfectly ready for a duel with Germany’ if necessary, although the
general staff was counting, with Sazonov, on French and possibly even
on British support. The conclusion of the conference against risking war
without both ‘entente’ partners deferred to the opposition of the premier,
Kokovtsov—but Kokovtsov was about to leave office because of his
incompatibility with the court régime.

The Liman episode had two serious consequences affecting the balance
of war and peace six months later. There was a reappraisal of Russian
strategy and armaments, and there was the emergence of a new and omi-
nous ill-feeling in Russo-German public relations. Second thoughts made
the Russian general staff conclude that an offensive in the Straits would
have been impracticable, and led to fresh appropriations for the Black Sea
fleet, the retention of conscripts with the colours and vigorous publicity
for rearmament.® This was taken as provocation by German official and
public opinion and set off a newspaper war probably stimulated by both
governments. Soon the Allies, Austria-Hungary, and to a lesser degree
France, were drawn into a ‘controversy which could hardly be more
embittered’, as the British Ambassador wrote from Vienna, ‘if a war were
on the point of breaking out’.®

t Memorandum of 6 January summarised in Der grossen Katastrophe entgegen (Betlin,
1929) by Baron M. Taube (who was Sazonov’s assistant), p 291.

® Documents diplomatiques frangais, 1871-1914, 3éme série, vol. viLl, no. 544. The French
documents do not support the contention of E. Brandenburg (From Bismarck to the World
War, Oxford, 1927, p. 461) and other German apologists that France was encouraging
Russian belligerency (ibid. vol. v, nos. 598, 689, 694).

3 British Documents on the Origins of the War, 1898-1914 (London, 1926-38), vol. x (i),
" f]ig;)w to the German Ambassador in Constantinople in July 1913 (Brandenburg, p. 459).

® M. N.Pokrovskii, Drei Konferenzen zuVrorgeschichte des Krieges (Berlin, 1920), pp. 66-7.
S British Documents on the Origins of the War, 1898-1914, vol. x(ii), no. 526.
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The newspaper campaign in Russia linked Russian preparedness with
admonitions to France. Russian public and official opinion was particu-
larly anxious for the maintenance in France of the new law for three years’
military service. The law had been passed in the spring of 1913, virtually
simultaneously with the last great army expansion in Germany. Neither
measure seems to have been definitely provoked by the other, but in each
case the opportune competition reduced domestic criticism. Three years’
service in France was the only way of making up for Germany’s 50 per
cent advantage in population and its higher birth-rate. The parties of the
left were against it, but the premier in 1914, Viviani, had promised Poin-
caré to leave the law intact. Such a party compromise reflected the deeper
tension in French than in Russian relations with Germany, even if the
French press was more discreet. Exhibitions of German militarism,
especially in Alsace or Lorraine, were given ominous importance. In
both France and Germany parties of the left deplored the tension and an
inter-parliamentary conference met at Berne in 1913 as a demonstration
against nationalist alignments. Events proved its superficiality as well as
frustrating its second annual meeting.

Britain was not remote from these agitations. The alarms in Russia
led to pressure on Britain to tighten its links in the Triple Entente. The
British royal visit to Paris in April stimulated French advocacy of the
Russian plea and Grey gave way to the extent of linking the communica-
tion to the Russian ambassador of the Anglo-French agreement of 1912
with a move towards Anglo-Russian naval staff talks. The Germans got
wind of this and were barely placated by Grey’s prevaricatory answer to
a parliamentary question to the effect that no agreements existed which
would hamper Britain’s free choice whether to wage war or not. They
knew the facts, or an optimistic Russian interpretation of them, from pur-
loined Russian documents.! Meanwhile the direct Anglo-German negotia-
tions on extra-European issues, to which Berlin had probably attached too
general a political significance, approached their conclusion. By the end
of July no obstacle remained to the signature of the agreement for the
hypothetical partition of the colonies of Britain’s Portuguese ally. On
27 July the Kaiser authorised the signature of the Baghdad railway treaty
which exchanged British control of the Persian Gulf shipping for German
control of the line to the Basra railhead. Linked with this treaty, and at
least equally significant, had been a series of semi-private, semi-govern-
mental tripartite negotiations in which the Turks shared, over oil and
shipping interests—which were producing the incongruous result of the
two rival imperial navies relying on the same local source of fuel.

The diplomatic stabilisation in the Near East and Africa—with its Far

L British Documents on the Origins of the War, 1898-1914, vol. x(ii), no. 548. E. Zechlin,

Hist. Zeitschrift, vol. 199 (1964), suggests that the effect of this incident in Anglo-German
relations was far-reaching; see especially p. 352, footnote 2.
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Eastern parallel in the partition between Russia and Japan of claims on
China beyond the wall—had no bearing on European antagonisms unless
to free the protagonists entirely from other preoccupations. Contem-
poraries were in little doubt about the two crucial European factors:
first the ripeness of the Habsburg empire for dissolution—or its converse
the expansive force of Yugoslavism—and second the preponderance of the
German army for good or ill. Jagow, the German Secretary of State,
compared the prospects of Austria and Turkey in terms of ‘a race between
the two empires, which goes to pieces first’ and deplored the lack of
imperial sense among German Austrians.! Tschirschky, in Vienna, fore-
saw the latter joining Germany as the result of an eventual partition, and
asked ‘whether it really pays us to bind ourselves so tightly to this phan-
tom of a state’.? Yet the Germans had little patience for the symptoms or
the fancy remedies of the dying empire. They regarded the coming threat
of the union of Serbia and Montenegro as irresistible, they deprecated
a connection with Bulgaria and they continued to urge the conciliation of
Rumania until that country’s final defection was manifested by a Russian
imperial visit in June 1914.3

That German military dominance obstructed the natural course of
Slav liberation was not the sole grudge against it even of Russia. It
was intolerable in itself. Sazonov’s words are revealing. ‘To feel the
stronger and yet to give way to an opponent whose superiority consists
solely in his organisation and discipline’ was ‘humiliating’ and led to
‘demoralisation’.* It was not known how unsystematic and—to give
it its due—negative German foreign policy was behind its weapons.
Alarmists could point to the domestic and foreign best-seller, Germany and
the Next War, by the military publicist General Bernhardi, which de-
manded a final subjugation of France and revived Treitschke’s aspersions
on the ‘unseemliness’ (Unsittlichkeit) of world peace. And in fact, though
not to public knowledge, these views sometimes echoed in the kaiser’s
mind, with a possible influence in official quarters, as when he wrote in
1912 of the ‘ eunuch-like’ tendency to ‘ emphasise world peace’.> The temper
of Europe was described in famous words by Colonel House, the American
president’s personal envoy on a peace-making mission whose very existence
was significant enough. ‘The situation is extraordinary. It is militarism
run stark mad. Unless someone acting for you can bring about a different
understanding there is some day to be an awful cataclysm. There is too
much hatred, too many jealousies.” There was also, in spite of the German
army, too much incompatible confidence among the general staffs—that
built-in error of generals promoted for their leadership, not in counsel

3 British Documents on the Origins of the War, 1898-1914. vol. x (ii), no. 532.

2 Die Grosse Politik, vol. XxX1x, no. 15,734.

3 Qesterreich-Ungarns Aussenpolitik, vol. vi, 9,902.

* Mezhdunarodnye Otnosheniya v Epokhu Imperializma, series iii (1931), vol. 1, no. 289.
8 Die Grosse Politik, vol. xxxi, no. 12,225.
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but in battle (or manceuvres) where euphoria is an indispensable virtue.
They were not interested in deterrents but in victories.

While the tsar was driving in an outpost of the Triple Alliance on his
visit to the king of Rumania, the kaiser was conferring with the Archduke
Francis Ferdinand on Austro-Hungarian and Balkan problems at the
latter’s residence in Bohemia. Barely a fortnight later these issues were
given a tragic twist by the assassination on 28 June of the archduke
and his morganatic wife by a Bosnian Serb of Austro-Hungarian nation-
ality, Gavrilo Princip. The murder was planned from Belgrade by the
Serbian secret society Crna Ruka (the Black Hand) because Francis
Ferdinand stood for Habsburg federalism and this threatened the estab-
lishment of a greater Yugoslavia. The young assassins declared this motive
at their trial as a private one,! and the Austro-Hungarian government did
not realise the scope of the organisation behind them. Still less did they
know that its leader was Dimitrievi¢, alias Apis, and that he was simul-
taneously head of the Black Hand and of military intelligence at the
Serbian war office. Although Apis and his agents were in the Russians’
pay it is highly improbable that this particular operation was helped by
them or known at any level.? The case against the Serbian government
rested upon the general licence, indeed encouragement, given to irre-
dentist nationalism and the alleged supply of arms to terrorists by Serbian
officials in the Narodna Odbrana (National Defence), an open patriotic
association which the Austrians confused with the secret Black Hand.
Austrian police intelligence was in fact as poor as their police precautions
and the failure of these must be held to weaken their case against the
Serbs. What remains uncertain is how much the Pa$i¢ government in
Serbia knew of the Black Hand’s plans and, if complicit, whether they
were acquiescent or intimidated. It is fairly certain that they warned
Vienna but too cautiously to be heeded.

The problem of war and peace set by the Sarajevo murder did not differ
essentially from the emergencies in previous years when the Austro-
Hungarian government had forgone the temptation of a casus belli against
the South Slavs because of the risk of Russian intervention and the un-
certainty of German counter-support. General Conrad thought the oppor-
tunity less favourable than earlier ones, while resolving that it must not
be missed.> The gamble appealed to the court’s and the bureaucracy’s
mood of studied desperation. By 1 July official opinion in favour of war
was general enough for Tisza to protest to the emperor, after a ministerial
council at which he was the sole dissentient, against the ‘fatal blunder’,*
as he saw it, of using Berchtold’s inadequate casus belli. But this time

1 A. Mousset, Un Drame historique, I'attentat de Sarajevo (Paris, 1930) (text of interroga-
tions), p. 151.

3 N. P. Poletika, Vozniknovenie pervoi mirovoi voiny (Moscow, 1964), pp. 236~40.

3 Conrad, Aus meiner Dienstzeit, vol. IV, p. 72.
4 Qesterreich-Ungarns Aussenpolitik, vol. vii, no. 9,978,
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there was to be no mistake about German co-operation. A special mission
was sent off to Berlin to sound out the senior partner in the Triple Alliance,

The message to the German kaiser which Count Hoyos presented on
5 July consisted of a letter from Francis Joseph covering a general memo-
randum on Austrian Balkan policy. This re-stated the Austrian plan of
winning over Bulgaria as an ally against Serbia and a check upon the
defection of Rumania, and warned that it was against Germany that
Russian intrusion in the Balkans was really aimed. Neither document
explicitly proposed immediate action, still less did they contain a plan
for this, but the letter declared that future policy must be based on the
‘isolation and reduction of Serbia’ and counted on the kaiser’s agreeing
that the ‘focus of criminal agitation in Belgrade must not survive un-
punished’.

Hoyos and the Austro-Hungarian Ambassador Szoégyény found the
kaiser in a receptive frame of mind, indignant at an act of regicide whose
victim was a personal friend, yet impatient to dispose of urgent business
so that he could leave the next day for his annual cruise with the German
fleet. He hastened to give his concurrence in Austrian intentions subject
to the formality of consultation with the Imperial Chancellor. Sz6gyény
was able to telegraph at once that German support was promised even
if it should come to war with Russia and that if the Ballplatz saw the
‘necessity of military action against Serbia’ the kaiser would regret to
see them miss *the present favourable moment’.2 Before joining his yacht
on 6 July the kaiser conferred briefly with representatives of the army and
navy staffs—Moltke and Tirpitz were away. He warned them of the
possible contingency of war with Russia and consequently with France
as well, but he did not think Russia was ‘ready to fight’ and he did not
apparently discuss Great Britain’s position at all.

Consultation between the kaiser and the Imperial Chancellor, who
arrived in Potsdam after the Austrians, was equally perfunctory; historians
have long ago dissolved the myth of a full dress ‘ crown council’ approving
a war plan.® The resuit, according to Szogyény, was a confirmation of his
master’s undertakings by the Chancellor, in whose opinion, likewise, the
present moment was most favourable for ‘immediate action’ [Einschreiten]
against Serbia as the most radical and best solution.* The difference be-
tween his report of the Chancellor’s assurances and Bethmann-Hollweg’s
own account in telegraphing to Tschirschky does not lead very far. Beth-
mann-Hollweg’s telegram recorded the kaiser’s agreement with the general
Balkan policy proposed by Vienna—in which, as regards Bulgaria and
Rumania, the Germans proceeded to co-operate—and added that as re-
gards the ‘questions at issue with Serbia’ the kaiser ‘would take up no

1 Qesterreich-Ungarns Aussenpolitik, vol. vin, no. 9,984. * Ibid. no. 10,058.

3 8. B. Fay, The Coming of the World War (1936 ed.), vol. , p. 181.
4 Qesterreich-Ungarns Aussenpolitik, vol. v, no. 10,076.
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position since they extended outside his competence’.! But he would ‘stand
loyally on the side of Austria-Hungary’.

The claim on behalf of Bethmann that this lack of explicitness implied
reservations has to contend with the fact that no positive hint, even in
favour of moderation, was given to Vienna until nearly three weeks later,
when the scope of diplomacy to prevent the outbreak of war was being
narrowed by military policy solely concerned with its most advantageous
timing. Meanwhile Tschirschky’s interpretation of his instructions, press-
ing upon Germany’s ally both a free hand and an unconditional guaran-
tee, was continuously encouraged. In this neither the Chancellor nor the
kaiser was deliberately picking a quarrel among the great powers: rather
they were approving a supposedly unequal contest between one great and
one minor power which they calculated could be localised. As to the
consequences of miscalculation they showed themselves recklessly in-
different. The alignment of their potential enemies received no serious
political and strategic appreciation. The charge of ‘imposing’ war,
attributed to Germany in the Versailles treaty, was therefore miscon-
ceived. It was levity rather than a grand design which produced the fatal
commitment. Where deliberation entered was in treating the commitment
to Austria as more rigid than it necessarily was, and in making a virtue of
preventive war against Russia and France out of the arguable necessity
of ensuring an Austrian political victory over Serbia.

Armed with the encouraging German response, Berchtold obtained from
a ministerial council on 7 July a decision in favour of provoking the Serbs
to war in preference to exacting their diplomatic humiliation.? He argued
that the Germans would see any sort of bargain as a ‘confession of weak-
ness which could not fail to react on our position in the Triple Alliance
and the future policy of Germany’. This view was strengthened by
Szogyény’s reports of Berlin’s impatience and of the opinion prevailing
there that Russia was preparing for a future aggressive war, but was not
yet ready for a defensive one.

Meanwhile a plan of action was taking shape. Tschirschky could report
to Berlin on 1o July that a 48-hour ultimatum was to be delivered in
Belgrade and that it would be for Berchtold a *very disagreeable’ solution
if it were accepted.® But the Germans refused to help formulate the de-
mands. They rejected responsibility for the form of the diplomatic opera-
tion while accepting its consequences. What the Germans did want was
to speed up Austrian preparations, while foreign apprehensions were lulled
by such deceptions as keeping both countries’ chiefs of staff on leave.
The Austrian timing of the ultimatum for 23 July was explained to Berlin
as necessitated by the state visit to St Petersburg of Poincaré and Viviani

* Die deutschen Dokumente zum Kriegsausbruch (Charlottenburg, 1919), vol. 1, no. 15.

* Qesterreich-Ungarns Aussenpolitik, vol. vin, no. 10,118.
3 Die deutschen Dokumente zum Kriegsausbruch, vol. 1, no. 29.
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between the 16th and 22nd of the month. It was better to wait till the
French had gone home. But to Conrad Berchtold explained the delay by
the need of getting in the harvest before mobilising, and by the process
of investigation into the murder, as well as by the diplomatic problem.!

The preparation of the case against Serbia was not plain sailing; the
investigator sent to Sarajevo by the Ministry of Foreign Affairs could
report no proof of even indirect responsibility, still less official complicity.?
Nevertheless the terms of an ultimatum were drafted by 19 July and
approved by a ministerial council and by the emperor, so that the text
could be sent off on the following day, for communication to the powers
after delivery of the note in Belgrade in the evening of 23 July. Its tenor had,
of course, been known in Berlin for several days, but the Germans’
interest in foreknowledge of the actual text seems to have been only in
order to prepare the press.® The Secretary of State, Jagow, claimed that
he criticised its severity to the Austrian Ambassador, but twenty-four
hours after its receipt he was telegraphing to the major German embassies
that he had no knowledge of its contents.* It was the predetermined
German policy to turn a blind eye to the terms of the ultimatum.

The degree of collusion up to this stage between the two central powers
is registered by a report from Schoen, the Bavarian representative in
Berlin, on an interview with the Under-Secretary of State, Zimmermann,
which he sent to Munich on 18 July. Schoen predicted the terms of the
Austrian ultimatum, recorded the complete full powers (Blankovollmachr)
given to Austria, and explained how the Germans, when giving immediate
diplomatic support to the Austrian case, ‘will claim to be as much sur-
prised by the Austrian action as the other powers’.®* Germany wanted the
conflictlocalised, and hoped that Russian oppositionmight be no more than
bluff, and that France and Britain might urge prudence in St Petersburg,
but Schoen’s information showed that even British neutrality was not
expected if the balance of power appeared to be jeopardised by a threat
to the existence of France. A still more authoritative explanation of the
motives of German policy was given in a private letter from Jagow to
Lichnowsky, who had been criticising from London the submission of
German policy to Austrian interests. Arguing that Austria, Germany’s
only available ally, needed to chasten Serbia if she was to achieve * political
rehabilitation’ and if ‘the stabilisation of Russian hegemony in the Bal-
kans’, which he described as ‘inadmissible’, was to be averted, Jagow

1 Conrad, Aus meiner Dienstzeit, vol. 1v, p. 72.

* Qesterreich-Ungarns Aussenpolitik, vol. viiL, no. 10,252.

3 Die deutschen Dokumente zum Kriegsausbruch, vol. 1, no. 83.

* Jagow, Ursachen des Weltkriegs, p. 110. Bethmann-Hollweg also recollected his and
Jagow’s misgivings (Betrachtungen zum Weltkriege, vol. 1, p. 139). These vital facts were
in effect misrepresented by no less a scholar than Gerhard Ritter (Staatskurst und Kriegs-

handwerk, vol. 1, p. 312) (who even got his dates wrong).
® Die deutschen Dokumente zum Kriegsausbruch, vol. 1v, Anhang IV.

156

Cambridge Histories Online © Cambridge University Press, 2008



THE APPROACH OF THE WAR OF 1914

expressed hopes of localising the conflict. But, although he did not want a
‘ preventive war’, it was a better moment for a show-down with Russia than
it would be a few years hence. ‘Then she [Russia] will overwhelm us with
the number of her soldiers, then she will have built her Baltic fleet and her
strategic railways. Meanwhile our group will become weaker all the time.’!

This was the Austro-German commitment at the beginning of the
fourth week of July. Was it to any degree induced or confirmed by faults
of commission or omission on what became the other side? Apologists
for the central powers, while shuffling direct responsibility between Berlin
and Vienna, have found it extenuated by a provocative attitude on the
part of Belgrade, by the challenging consolidation of their front by the
French and Russians, and by a misleading posture of neutrality on the
part of Great Britain. There is some historical significance in all these
charges, whatever their polemical bearing. Contemporary reporting from
Serbia was partisan, but left no doubt that public opinion was excited;
indeed an exchange of abuse with Austria had started in the press
directly after the Sarajevo crime. The government’s behaviour was, on the
whole, correct; their offence was failure to initiate a Serbian investigation
into the backgound of the assassination concurrently with the Austrian
one. Coercion by the Black Hand or fear of damaging disclosures, rather
than deference to public opinion, may account for their tactless passivity.
But Pa3i¢ and his colleagues were showing no ardour for a sacrificial war
of national liberation, and their fear of its imminence culminated in
circular representations to the powers, protesting Serbian innocence and
willingness to give Austria reasonable satisfaction, although this step did
not effectively anticipate the Austrian ultimatum,

There is no evidence of Serbia having received any significant reassur-
ance or suasion from the Russians from the beginning of the crisis until
after the Austrian terms were announced. What mattered, however, was
not the independent Russian reaction to signs of Austrian preparations—
for these as we know were to be discounted as bluff in Vienna and Berlin
—but the development of Franco-Russian solidarity, and the arrival of
Poincaré and Viviani in St Petersburg unquestionably coincided with an
increase in tension.

The French government had shown no more initiative in the Austro-
Serbian question during the first fortnight of July than the other Entente
powers, and on 15 July its leaders embarked on their planned visit to
Russia with an agenda for consultation in which Serbia had a low priority
compared, for instance, with the improvement of Anglo-Russian relations.?
They were due to arrive on 20 July, to leave again on the 23rd and to be
back in Paris on 28 July. These dates were kept, and during all that crucial
period policy at the Quai d’Orsay was paralysed. So much is apparent
from the positive and negative evidence of the French documentary

1 Ibid. vol. 1, no. 72. * Albertini, The Origins of the War of 1914, vol. 1, p. 188.
157

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

material, including Poincaré’s own memoirs. But the paucity of informa-
tion about the Russian visit—which the published Russian documents
barely supplement—is hardly to be explained by a lack of activity.! There
can be no doubt that some immediate assurances were exchanged between
the allied leaders. On 21 July Sazonov for the first time told the German
Ambassador that Russia would not tolerate threats let alone military action
against Serbia, her policy being, so he said, ‘ pacifique mais pas passive’ ®
This attitude was endorsed by Poincaré himself on the same day in lec-
turing the Austrian Ambassador on the fact that ‘Serbia has friends and
thereby a situation dangerous to peace may arise’.® Yet the only ostensibly
factual record of Franco-Russian agreement on joint policy during the
visit is provided by a telegram of 24 July from the British Ambassador.
Buchanan reported ‘a perfect community of views’ between France and
Russia on European problems, and ‘a decision to take action at Vienna
with a view to the prevention of a demand for explanations or any sum-
mons equivalent to an intervention in the internal affairs of Serbia’.¢
No Franco-Russian counter-ultimatum in Vienna ensued, but the context
suggests the recognition by the French government of the defence of
Serbia’s independence as a casus foederis for France. Poincaré’s personal
critics and revisionist historians have seized on the Russian visit as the
culmination of a conspiracy between the two military allies.

In contrast, the diplomacy of Great Britain has been blamed even at
this stage for an obtuse impartiality. It is true that the German Ambas-
sador told Grey as early as 6 July of the probable Austrian action and even
of the possibility of German support. Lichnowsky’s warning was con-
firmed as regards Austria by the British Ambassador in Vienna, and even
the ‘egging on’ of Austria by Germany was detected by Crowe, the most
acute of Grey’s Foreign Office advisers, on 22 July. Yet on the same day
Grey could tell the French Ambassador: ‘Probably Berlin was trying to
moderate Vienna.”® Although Grey impressed on both the Austrian and
German Ambassadors his mounting anxiety, he made no imputations.
And as late as 23 July he was speaking of a war between the other ‘four
great Powers’ with British neutrality consequently implied.”

1 Documents diplomatiques frangais, 1871-1914, 3¢me série, vol. X, p. vi. P. Renouvin,

‘La Politique francaise en juillet 1914° (Revue de I'histoire de la guerre, janvier 1937
(pp. 1-21)).
Pl;’ Die deutschen Dokumente zum Kriegsausbruch, vol. 1, no. 120.

8 Qesterreich-Ungarns Aussenpolitik, vol. vill, no. 10,461.

4 British Documents on the Origins of the War, 1898-1914, vol. X1, no. I0l.

5 See, for example, Albertini, op. cit. vol. 11, pp. 214-16

¢ British Documents, vol. X1, no. 72.

7 Lichnowsky had been warned of much stronger language to Mensdorff though it was
to include an offer to support ‘moderate’ (gemdssigt) demands in Belgrade. In reporting
this he added that Germany was counted on not to support the exploitation of the Sarajevo
murder for Austria’s Balkan ambitions—a caution which drew the kaiser’s comment: ‘An
enormity of British shamelessness’ (Die deutschen Dokumente zum Kriegsausbruch, vol. 1,
no. 121).
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The hint of British neutrality was no doubt an avoidable mistake, and
Grey’s tendency to treat the German government as an uncommitted
power, only less impartial than Britain, was certainly due to intellectual
error as much as to a judgement of tactical expediency which subsequent
evidence of second thoughts in Berlin to some extent justified. But the
tendency has been to exaggerate and to antedate Grey’s opportunity of
influencing events. Whatever the defects of Grey’s analysis before Austria-
Hungary’s commitment was completed, it was unthinkable to counter the
latter by virtually guaranteeing Russia through France against Germany.
Such an improvisation on the consultative pact with France—which was
all the 1912 exchange of letters amounted to—would have required his
colleagues’ deliberate sanction. But there could be no question of seeking
this yet in a cabinet divided already over the Ulster crisis. On the other
hand, a private warning to Germany, without encouraging France and
Russia, would have been a doubtfully practicable bluff and alien to Grey’s
straightforward methods. And to encourage Britain’s Entente partners
on his own responsibility would have involved the risk of leading them to
‘face the ordeal of war relying on our support’ only to find that this was
not in the event forthcoming.! That risk could not be taken. If Grey did
not regard British intervention as a means of averting war it was because
his thinking was limited automatically by the realities of British politics.?

The fact remains that German policy did not hang upon British non-
intervention. The German Foreign Office, as Schoen’s report shows,
expected British intervention if it was required to save France, while of
the two strategic doctrines in vogue in Germany one disbelieved in British
neutrality and the other disregarded the question. For the first of these,
Tirpitz’s blue water school, the world rivalry of the two naval, commercial
and imperial powers must be the primary motive in German policy.
Far from accepting war with Russia, Tirpitz would have had Germany
seek a rapprochement at Britain’s expense, for ‘coilite que coiite we must
set the Whale against the Bear’.® Such a diplomatic revolution was also
favoured by German conservatives of a very different stamp and supported
by a strong pro-German faction at the court of St Petersburg.* The other
school of strategy, without predilections for Britain or Russia, was that

1 Grey, Twenty-Five Years (1935 ed.), vol. m, p. 158.

* It is a debating point rather than a historical one, since it did not enter into Grey’s
calculations, that an earlier British commitment, if it had not averted war, might well have
placed Grey among the principal accused in the war-guilt controversy. He might not have
been blamed for using war as an instrument of national policy but he would doubtless have
been blamed for encouraging the French and Russians to do so. Poletika (op. cit. p. 504)
finds Grey ‘striving to bring about war more quickly’. Side by side with a mastery of
familiar material this latest Soviet treatment shows striking ignorance of personalities and of
group and class interests in Europe at the time.

? Von Tirpitz, My Memoirs (English ed.), vol. 1, p. 174.

* This was a far less fanciful switch of policy than a tendency for France to combine

with Germany and Britain against Russia, which some historians have managed to discern:
for example A. J. P. Taylor, The Struggle for Mastery in Europe, p. 514.

159

Cambridge Histories Online © Cambridge University Press, 2008



THE SHIFTING BALANCE OF WORLD FORCES

of the Grand General Staff, which believed that the supremacy of Europe
would be settled in battle on the plains of Flanders and Poland. Their
timetable for the successive defeats of France and Russia did not leave
room for the unimaginable introduction of a full-sized British army, nor
for the long-term influence of sea power. Between these two schools the
kaiser had blundered for years, not fully aware of their contradictions;
but the policy of 5 July was that of the general staff.

The Austro-Hungarian ultimatum to Serbia was delivered in Belgrade
at 6.00 p.m. on 23 July and its acceptance was required within 48 hours.
The demands were formidable, but they were not disproportionate to the
allegations which introduced them-—still less to the unknown truth
of Serbian intrigue. They included public repudiation of irredentist ambi-
tions and the