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List of Works Cited 141 | war This may be so. More, the big Powers have now taken

fiscal, monetary and political countermeasures to avoid im-
pending crises. Yet these are not totally unlike the techniques
of stabilization used in the past. Then and now these Powers
have tried to expand or contract business, raise OPHlOs
terest rates, erect or destroy tariffs and other tra
Too, they have adjusted their output, their co Ther
world finances. But, yesterday as now, they have i tticen able
to sidestep crises. And the malaise again has appeared on an
international plane, giving us cause to look to past crises to
better understand the economic chaos that presently engulfs
the United States, Western Europe and Japan,

Possibly the world is again in store for a prolonged series
.ﬂ of slumps, recessions, and depressions. But are these similar

1o the cataclysmic events that once led nations to increase their
exports of goods and capital, take over territories abroad, cre-
ate colonies, and eventually go to war with each other? More,
is there a connection between a decline in domestic production
and employment.on one hand and a rise in a nation’s overseas
operations on the other hand? Does the simultaneous occur-
rence of inflation and recession at home have anything to do
with this expansion abroad? And how, other than by expan-
sion, can the Western Powers and Japan accomplish full
employment?

These are basic questions that require answers, if we are
to understand anything about the relationship between domes-
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tic economic problems and world commerce and investments.
The answers, moreover, lead to other, secondary questions.
How, for example, can we explain England's entrance into,
and possible withdrawal from, the European Common Market?
And why has Britain periodically vascillated in tightening her
economic alliance with North America, but pursyed tighter
ties with the Continent?

Why do Common Market officials continue to issue proc-
lamations about solidarity with Africa?

Can one rationally make sense out of repeated U.S. efforts
to devalue its dollar and then allow the sale of gold to American

expensive?

Where does one look for the cause of the upvalued mark,
the appreciated yen, the whole monetary crisis itself?

Can anyone describe why the United States has gone
marching abroad with guns, then aid, and now fine words about
humanity?

Do U.S. presidents really want an equal alliance between
the American states?

Why are Japanese leaders again speaking of “‘a new order
of things in Asia?” ‘

Who asks Japanese premiers to follow America’s lead in
the East? : :

Will China and Japan find a means to wage peace in the
Orient or is war in Asia imminent?

What makes U.S. presidents go to China for peace and the
Soviet Union for trade?

Is war between capitalist Powers possible today? Or can
capitalist and socialist Powers unite for war against another
capitalist or socialist nation?

These and similar questions I have nor tried to answer in
‘the pages that follow. But I have answered other, very impor-
tant questions about an earlier period in history, leaving the
reader the option to accept or reject any historical analogies

that may appear or recur. More, I have tried to contrast the -

kinds of empires that appeared in the past, also presenting

Introduction . Xi

As for the past, in this study we have placed-stress on the

_classical British empire, For in England the proletarianization

of the populace led directly to industrialization. and overseas
expansion, Expansion then bred an imperial foreign policy in
Europe and the world, : :

Other nations repeated Britian’s development. As they grew
powerful, the spheres of influence they created collided with
each other. And their repeated collisions gradually led: to World
Warl. e
Then, with the war over, the Peace Treaty of Ve ailles bore
bitter fruit. Germany was partitioned. It ﬁoéx&m\,m‘ ifl she was
finished as an industrial nation, But the iﬁoacnm Hied Pow-
ers had second thoughts about the danger of revolution in Eu.
rope. To prevent the spread of Soviet power man.ﬁ,@%o?:.o:
in Germany, the Allies built Germany strong again,

Yet this became Europe’s Achilles heel. A renewed Ger-

many planned to conquer a weakened Europe. So Britain tried

chose up sides with their former Allies. By now the monopolies
from all the leading Powers were determined to Capture world
fesources and markets for themselves, But their selfish drives
for profit led to ever new crises. At first they E%m&moczoamc
crises, for each nation moved in retreat to tightly-held empire.
Then they became political crises, as Germany, Japan and Italy

contested the rights taken by the other Powers in the world.

exclusion of all competitors;, T

These patterns of empire evolved regardless of the specific
will of any single individual caught in the weblike structures
of international relations. For we will see that empire was sys-
temic and competitive; that competition and nationalism then
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xii Arms & Empire

powered the changeover from one system of empire to another;
that, consequently, the mercantile colonial system was re-
‘placed by a system of free trade with the coming of industri-
alism; that free trade was thereafter replaced by a return to
colonial empires with the rise of monopolization in the leading
nations; that war between the Powers resolved little in the fight
for world domination; and that a new growth of monopolies
led to strengthened colonial spheres of influence and renewed
warfare. t

s i i o <

. CHAPTER I
Industry Stops the Human Wave

AT

This chapter discusses events occurring between 1815 and 1914,
the century of British world dominance. The setting: for Pax
Britannica is that it was preceded by more than two,and a half
centuries of mercantile wars and followed by two decades of
U.S. power, World War II, and a new allotment of the world
into spheres of influence. More, through this entire period,
economic expansion had an expensive partner, militarism. For
every time a nation state expanded its frontiers; |

5 1t called up
new military. forces which then had to be financediby, still more
overseas commerce, more investments, and more booty or
returns. : :

Hence, nations needed soldiers, and they came to-be re-
cruited for years, sometimes for life—a distinct break from the
past levy for a single campaign. Growing economic competition
also led to extended political diplomacy and vamﬁmt%amvga\.
Improving weapons then required new expenses,-more com-
plicated manufacture, and arsenals for production;and storage.
So nation states fortified frontier towns and overseas bases as
never before and constructed military roads to nwmm_@mamﬁémm

. . Vil

to assemble more quickly. With the advance of mili ary supply
depots and more effective weaponry, battle lines gradually
lengthened and nations began military maneuvers to threaten
opponents’ supply lines. Then with the discovery of coke
smelting in the second half of the eighteenth century and the
manufacture of inexpensive artillery pieces, guns became more
mobile, ammunition columns longer, and the protection of bat-
teries and supply columns with easily dispatched troops more
necessary. The quest for overseas territories and spheres of
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2 Arms & Empire

influence, the escalation of arms technology, the ever-rising
cost of war, all became inextricably linked: economic expan-
sion and militarism fed into each other and proliferated.!

(i) Off the Land, Into the Factory?

Within the frame of this general pattern, Britain’s expan-
sion from an insular economy to a global empire was without
parallel in history. The British surge followed the accumulation
by merchants of wealth drawn from foreign societies and by
profit-seekers from the labor of English peasants and workers.
More, to build an empire, the profit-seekers first separated the
English population from the land, made them into an industrial
work force, and eventually deprived them of ownership of the
tools and instruments of labor. ,

Nonetheless, for nearly six centuries between 1215 and 1800,
the English people were preoccupied with survival on the land.
Indeed, English agriculture only gradually changed, for the
rights of the farming population were secured under a feudal
system of manors. Therein subsistence for internal consump-
tion on the feudal domain long remained the dominant form of
output, though over time production of a surplus for sale on
the expanding market also began. Later, however, land-accu-
mulating barons stepped forward to sweep many millions of
people off the land, while merchants also drew them towards
the cities by offering employment in a flourishing commerce.
Eventually, then, the green England of farming became the
gray England of trade and, still later, the black England of
urban industry.

So cities grew. At the time of the Norman Conquest in 1066
England’s population was only ten percent concentrated in
small towns; but by 1800 England held fast twenty-five percent
of the people in cities of 5,000 or more.

After 1505, moreover, Henry VII used his power to favor
the commercial classes. Forcing loans from his landed subjects
to wage war against France, and using the booty from the
French King for making peace, Henry smoothed the flow of
wool from English sheep growers to Flemish looms, put his
merchant fleet in the Mediterranean, allied with Florence to

Industry Stops the Human Wave 3

allow English: merchants to transship to and from the Orient,
and stimulated English markets, manufacture, and an ever-in-
creasing demand for sheep pastures—which were torn from
the common people and the church. The struggle thus begun
was not won till 1689, when the Navigation Acts installed under
Cromwell in 1651 were used to guaranty full state support for
British shipbuilders, merchants and colonizers. “‘'*
Meanwhile, great lords sought profits by filitg' foreign
workshops with-wool to be woven into finished ngnmww export
markets. Forcibly driving peasants from the land, ‘the lords
transformed great estates from village and farm land'inito sheep
walks. Between 1400 and 1650 alone, they gﬁ%&wo:a-mmx,
tieth of the nation’s total land mass, sweeping untold numbers
off the soil, razing peasants’ homes, and destroying whole vil-
lages. The *‘common lands’’ essential to village]
taken, the cottagers and small tenant mmnsm_,mh
Land rents were raised, work to tend sheep s
parison with labor formerly needed for tilling fie]
new lands were devoted to the plow,
' British rulers between 1558 and 1640 also s6ld‘at
price land worth £4,000,000. By the latter date; in'fact, the
King of England owned only two percent of the nation’s land,
while' the wealthy squires had become the backbone of the
nation owning a full 80 percent. o
Then the clever landlords and manufacturers behind Henry

-VIII proceeded to use the puppet king to order a dissolution

of the monasteries and a confiscation of their Enmm.m For a
worthy price, the king rewarded his favorites with church

‘lands—Y4rd of the nation’s area—to be turned into sheep

runs. While forty thousand families thus received the spoils to
make room for their sheep, millions of England’s people were
mercilessly driven from village and farm into frightful beggary.

Seventeenth century enclosures continued more quietly than
before, indebted tenants being legally compelled to release
more land for landlords’ profitable sheep runs. Land extortion
continued up through the Napoleonic Wars. True, as wheat
agriculture became the dominant cash crop, some sheep walks
again returned to grain fields. But the land was never returned
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4 Arms & Empire

to the people. The holders of large enclosed estates and former
Crown lands now used their political power to compel the
State to subsidize their wheat planting for exports, Even when
wheat was imported to feed workers after 1765, additional Eng-
lish soil was brought under the control of large landlords en-

gaged in grain production to feed the rapidly expanding urban ,

population. Grain now in great demand, the price of wheat
climbed steadily between 1764 and 1850. And the profits of
agriculture led landlords to use unbridled political power for
monopolizing every scrap of soil.
~ Thus, during the 150 year period 1700-1850, the number of
private enclosure bills passing parliament increased swiftly from
15 in 1717-27, to 226 in 1728-76, to 1,482 in 1761-96, and to
1,727 in 1797-1850. The more than 4 million acres enclosed
under these acts ousted millions of penniless peasants, forcing
them to become wage laborers on the land or in the new in-
dustrial towns. : ,
Expanding industries meanwhile attracted these workers,
A series of industrial discoveries in the 18th and early 19th
centuries placed in English owners’ hands a means to manu-
facture wool and (later) cotton. Until the 17th century Eng-
Jand's sheep wool had been hand spun, the product then sent
to Flanders for weaving. But in that century the spinning wheel
was invented, run first by one hand, afterward by the foot of
the spinner. Although only one thread at a time could still be
spun, James Hargreaves soon produced a machine (1764) where
one wheel turned eight spindles, spinning eight threads instead
of one. Seven years later, Richard Arkwright appropriated other
inventions to draw out the spun threads by means of water
power. In 1779 Samuel Crompton combined the previous two
inventions so one spinner could spin two hundred threads at
a time. With so much thread, weavers now needed Edmund
Cartwright's invention of the power loom (1784) to throw the
shuttle back and forth automatically, allowing by 1800 one man
to weave more cloth than two hundred could do in 1770. And
when Eli Whitney invented the cotton gin (1793), English mills
also began to weave cotton fibers drawn from United States
plantations on a grand scale; for one slave could clean with the

- merchants employed the rural populace, eventually drawing

" also came the hungry of Scotland and Ireland. The oversupply

Industry Stops the Human Wave 5

mEmmacnrno:o:cm:mmgmamﬁvan rcna&arwmdnms mzm,m
to clean by hand. With James Watt’s steam engine (1785), the
way was cleared for mass production in owners’ factories.

Soon new industrial centers like Liverpool, Manchester,
Leeds, and Birmingham drew spinners and weavers to their
side. Over-grown industrial villages sprang up in the.surround-
ing country areas. Supplying wool fibers to domestic-workers,

them out of the fields and placing them in spinning and weaving
factories. And as more and more people were hurled into in-
dustrial villages and towns, the nation’s population swelled 2V2
times in the central years of Britain’s industrial advance from
1750 to 1840. .
Formerly self-reliant craftspeople lost employment as the
factory system spread. Although they rose in anm_wmﬁ i
after time to smash the new mill owners’ Euarm:&ﬁx,mw were
helpless to save themselves or to prevent the ﬂ:mwmoﬁ rural
populations to the work centers of the North &&. Midlands.
Fiercely competing for employment against English workers,
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work intensity high, amenities few. i ;

To meanwhile protect Britain's superiority aﬁw?&ﬁ: ri-
vals in the cloth industry, owners used their mo<o.,.a,$w3 influ-{
ence to impose severe penalties on the exporters of machinery
and the emigration of skilled operatives. anw&am,.oa mill
hands, more working people of England were mmw.ﬁ:xa the
cities, turned into a mass of poverty-stricken wretches, driven
by factory owners to unceasing toil, and unable to purchase
or consume what they produced. Owners’ exports of manu-
factures, imports of luxuries, flourished, calling forth improve-
ments in the means of transport and finance. England was the

workshop—and the sweatshop—of the world.

B R L LI A 2 L M)

Poipil by
if) Not by Trade Alone e (17
By 1800, British merchants had achieved a practical ‘mo-
nopoly of the carrying trade between Europe, America, and
the Orient. Northern Europe previously was deeplyiindebted
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6 Arms & Empire Industry Stops the Human Wave P 7

PRSI FA
.. to the vast commercial monopoly held by merchants from 17th, and France in the 18th, Britain employed a two-fold pol-
"' Southern Europe. But England's growing class of traders had icy: to keep the dominating Continental nation tooi weak to
long sought a way to evade Portugal's control of Southern sea unify the European land mass, but not so weak as to: succumb

N lanes to the Orient and Spain’s monopoly of the Southwestern to a new dominating nation. S
passage to the East. England’s crowned heads had also em- In the late 18th century, however, Napoleon attempted to
powered privateers and seadogs to pillage Spanish bullion fleets turn the Continent into an economic unit under French,control
carrying New World gold and silver to Southern Europe’s to the exclusion of British influence. At the height of his power
treasuries. .in 1806, he declared a Continental Blockade, forbidding the
Yet, these measures alone did not fully secure British fi- subjects of France or any other European Power under French
nancial independence from the South. And England’s com- aegis to trade with England or with England’s colonies, The
mercial classes now sought other ways to break through the act threatened English manufacturers and merchants with ruin,
Southern sea monopoly. Failing to open a Northwest passage for they relied upon Europe’s markets to absorb their surplus
across the tip of the Americas, Britain then turned to acquire products, since England’s impoverished workers could never
gold by developing its manufactures and commerce. So where buy with their meager pay what their own rwzm.mwﬂuaa. In

annual foreign trade was £2,487,000 in 1613, by 1703 it had retaliation to the French Blockade, therefore, wm_.m.m?oézma
trebled- to £6,644,000, and then multiplied another five times forbade all trade with France and her subject mwmw siforcing

in the following century. people on the Continent to pay exceedingly high pritésfor the
British vessels laden with goods began appearing on coasts limited supply of English contraband goods that slibed through
the world over, bringing to England a steady stream of treas- Napoleon’s iron curtain. So great was the dissatisfaction ac-
:Rm. from India and the Americas. Meanwhile for security companying the Anglo blockade, so short was the mwviw which
trading interests in charge of parliament’s budget spent lavishly produced the enormous prices charged Continental ‘people,
on the Navy which became an important instrument of foreign that Napoleon's overthrow began—long before Waterloo.
policy, with British defeats of Holland soon undermining the Yet France devised an innovation which wouldbérepeated
Dutch efforts at manufacturing, ocean carrying, commercial by later military powers, to the cost of populations of workers,

expansion, and colonizing. Britain’s naval preeminence also
gave to her the benefits of previous European global explora-
tion and made her mistress of trans-Atlantic trade. So not only
 did England monopolize American colonial commerce till 1776;
but she also extended her colonies from two during the reign

| of Elizabeth to 50 by 1800; and she dominated the Atlantic
Ocean and established a practical monopoly of European and
American markets for her manufacturers,

To ensure quick victory, Napoleon had changed: the: human
cannon fodder of war from mercenary to citizen drmies. The
Revolutionary Government had decreed 3:@:3@%%@3 a
levée en masse conscripting all citizens into a national army
and mobilizing the entire nation’s men and materjal, Within a
year of the decree of '93 France boasted half a million men

under arms in' a still-growing popular army. So the monetary

-

To achieve such supremacy Britain had spent the equivalent cost of citizen armies fell—at an appalling and escalating hu-
Of 103 years of war against Spain, 33 against Holland, and 83 man expense as Napoleon called forth millions to,die in the
against France. She also kept the Continent divided by pro- name of betrayed European revolution. oy
moting nationalist quarrels. Thus, as the center of Continental But there came a limit to Napoleon's reliance on the biggest
economic, political and military dominance shifted from Ven- battalions. For British technology—her cannon, the fire power

ice in the 15th century, to Spain in the 16th, Holland in the of her infantry—at Waterloo stopped the human wave; . winning
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8 Arms & Empire

a victory which led step by step to nearly 100 years of English
imperial dominance and peace in Europe.

(iii) Pax Britannica Depends on Free Trade — and Vice Versa

After Waterloo, Britain became the emporium to which raw
materials flowed and from which manufactured goods streamed.,
The volume and cheapness of British goods called for larger
and larger markets, for production soon outdistanced the lim-
ited markets which the old colonial trading policies had estab-
lished. Now the new industrial monopoly called forth a new
form of imperialism, free trade.

Underlying economic, social and political conditions had
a great bearing on this policy, pushing it forward gradually.
For during the seventeenth and the early eighteenth centuries,
the mercantilist nations (save Holland) had surrounded them-
selves with high tariffs or prohibitions on trade, guarding their
colonial commerce and excluding all competitors. Despite re-
m:._o:ozm* smuggling omﬁ.mscam established *‘free trading” in
sugar, tobacco, wool, silk, and other heavily-taxed and pro-
hibited goods. As the American Revolution also broke Britain’s
monopoly of production and colonial commerce, Adam Smith's
Wealth of Nations argued that the wealth of all countries would
be increased if each specialized and remained free to exchange
their unique goods regardless of national boundaries, Practical
axvﬂnmmmon of this 933\ ‘came in 1786, when France and Brit-
ain, inveterate enemies though they were, signed a trade treaty
by which the latter admitted French wines and spirits (but not
silks) at much lower rates in return for depressed French tariffs
on British cottons, pottery and iron. But free trade did not last
very long once war began. For nearly 25 years guns substituted
for commerce.

Free Trade, But Not Just Yet

The war of 1792-1815 may have ended with England’s vic-
tory, but still free trade did not imimediately begin. England’s
swollen agricultural production and expanded industries, for
example, needed markets that would ensure landlords and fac-
tory owners a return. English land barons planned for profits,

©
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protecting their -home market from foreign goods:while ex-
tending overseas sales. Under their new Corn Law of 1815,
wheat imports were forbidden s0 long ‘as the domestic price of
grain did not exceed 10 shillings a bushel. British sheep mag-
nates also secured their home market by a tax of six pennies
a pound imposed on foreign wool. British mill owners de-
fended domestic and colonial markets by tariffs on foreign

‘manufactured goods and on other Powers’ colonial raw ma-

terials entering England. Thus England’s Navigation Laws and
preference to colonial products were undisturbed. The boun-
ties paid by England to linen exporters remained ?2. and the
taxes on exported coal and many manufactured moo% :?cmmna
At the same time, Russia, Austria, France, mfam_m and
America also imposed tariffs, prohibitory duties and 093 forms
of protection against English products entering thejrd
markets. For sales then England’s owners were mh_wi !
to adopt a pew commercial policy, calling now fi
instead of mercantile protection. L
Free trade would w.BEw. mean that mos price m@

For England’s manufacturers were equipped ,.S”:w:@i ﬁanr-
niques their competitors lacked giving them little to fe m:. from
foreign manufacturers in the home market or mzﬁﬁ”ﬂd else.

Free trade then transformed the policies ~Bm6m d by the
Navigation Laws. British manufacturers did away 'with duties
on the imported raw materials their machines reqijréd. They
also reduced tariffs on foodstuffs needed to n@nn Mmm_m_a s
growing working class. Manufacturers and merchants: cabinet
ministers and members of Parliament now E,:Omouﬁo& Rad-
icals echoed Adam Smith’s free trade policy which would (in
the words of one London merchant’s petition in 1820) *‘render
the commerce of the world an interchange of mutual advan-
tages and diffuse an increase of wealth and a:,_oeéo:a among
the inhabitants of each state.” A

Some manufacturers (and especially the cotton mill owners
of Lancashire) were eager for free trade, but other: ¢lasses
represented by the Old Tories struggled to retain the, mercan-
tilist—protectionist—order. Shipowners clung tightly jto the

IR

R T Tk )




10 Arms & Empire

Navigation Laws, while landed capitalists supported the Corn
Laws and other protectionist rules. Colonial interests favored
their English market preferences on sugar, lumber, and grain;
and government finance ministers promoted any foreign levy
that helped keep the national purse replenished. The struggle
of these classes against the manufacturers meant that the move-
ment from protection to free trade was both fitful and gradual.

Free Trade at Last

The overbearing pressures of economic life eventually won
all imperial schools to the cause of free trade. Between the
Philosophical Radicals® demand that colonies be emancipated
and free trade initiated and the Old Tories’ defense of the ex-
isting colonial system stood the Reformers’ plan. The Reform-
ers meant to keep the colonies from enacting tariffs and
disposing of unoccupied lands, both, they said, the preroga-
tives of the Empire.? But they joined the Radicals in exposing
the myth of mercantilism, the monopolization of the colonial
trade. :

The myth of mercantilism, they said, was that it assumed
trade could be carried forward without benefit to both parties.
So, for example, the dominant country might restrict the ships
of the dependency to the ports of the mercantile Power, thereby
compelling the subject nation to trade with less advantage than
if it were free to operate as it commercially pleased. The re-
sulting slow upgrade in the dependency’s industry and accu-
mulation of wealth would thereafter undermine the profits of
trade the dominant nation carried on with it. Thus they con-
cluded, the best customer which a nation could have was a
thriving and industrious community, whether it was dependent
or independent. “‘The trade between England and the United
States,"" attested Sir G. C. Lewis in his 1841 compilation of
British dependencies, *‘is probably far more profitable to the
mother-country than it would have been if they had remained
in a state of dependency upon her.’’4

Towards the establishment of such free trade, mill owners
helped win the passage of the Reciprocal Duties Bill in 1823,
authorizing the government to sign agreements with foreign
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nations for the mutual withdrawal of restrictions on;merchant
trade. Treaties were thereafter negotiated with Prussia, the
Netherlands and Denmark; another treaty (1825) was con-
tracted with the German Hansa towns, followed by still an-
other (1826) with France, and one more (1829) with Austria.
. Through these treaties, the Navigation Acts lost many of their
prohibitions on free commerce—the wave of the future,

Over the Corn Laws of 1815, however, a bitter contest be-

" gan. The great Jandowning families had isolated themselves

from every other class by using the Corn Laws for their own
selfish profit. They had designed the Laws so w&wmmm: wheat
could not enter England and upset their monopoly prices which
were established at a level that ensured mass famine.dyring the
Napoleonic Wars. And for the following 22 years they had kept
the workers in hunger, thereby forcing the mwﬁwa\, ‘hands to
demand higher subsistence pay from the mill owné} &w:a now
the workers and owners united against their mutdil; pressors,

Workers seeking lower food costs to issue a ‘E,n and
manufacturers pursuing the same goal to decrea @&ﬁm:na “
wages formed in 1838 the Anti-Corn League to gitgte: for the

repeal of duties on imported grain. The Bcua@,ﬂmowﬁnmmcn
activities came from the owners’ purse, the agitational propa-
ganda from free traders opposing colonial iwa.._,m?mmc_.mw for
an end to mercantile wars for markets and a wmmmwm&% to free
trade for wheat and manufactured goods, Cobden, Insisted:
**Our free trade agitation and the peace movement “,%muﬂm:m and
the same cause. The colonial system, with all its dazzling ap-
peals to the passions of people, can never be got'rid ‘of ‘except
by the indirect process of free trade. The o&c&.& policy of
Europe has been the chief cause of wars for the last hundred
and fifty vears.”'s B

But the working class and the manufacturers were less in-
terested in anti-war idealism than in lowering food prices in
order to lower the cost of subsistence for workers, and thus
wages and the price of goods workers produced. Popular op-
position to the Corn Laws reached a head in 1845-46, when a
second consecutive bad harvest in England coverged with the

Irish potato famine. Before the menace of starvation, an in-
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12 Arms & Empire

evitable rise in wheat prices, and potential revolution, the in-
dustrialists forced through Parliament a repeal of the Corn
Laws. Thus, for their own purposes, the workers and owners
defeated the grasping landowners. ‘

Some Gain, Some Lose

With the repeal of the Corn Laws the golden age of the
manufacturers began. Britain dropped its duties and forced
others to do likewise. The industrialists gained by a larger flow
of imports and a steadily expanded market for their goods. As
the import of wheat from.the Levant increased, for example,
it provided the means of payment for the rise in the owners’
export of Lancashire cottons from a price totalling £141,000
in 1843 to £1,000,000 in 1854. But the workers lost from the
repeal of the Corp Laws in the short run. Only a tiny supply
of Baltic grain arrived at British ports before the 1870s, thereby
allowing the landlords to keep their wheat prices high—at an
average of 56 shillings per bushel from 1851-56 as compared
to 54 shillings 9 pennies before the Corn Laws were overturned
in 1841-45, :

Mill owners especially benefitted from open foreign mar-
kets and cheaper overseas raw materials and foodstuffs. The
imported raw materials suited industrial processing, while the
exported manufactured goods were worked-up in heavily-tooled
industries—a pattern of labor division Britain imposed on the
world. Now colonial produce had to compete with duty-free
goods coming from the leading European nations and their
colonies. Colonies were also granted so-called *‘self-govern-
ment,"” while England retained real control over their com-
mercial policies. English free trade could thus be initiated, the
owners' manufacturing monopoly expanded, and the pound
sterling extended as the circulating medium of the world, at
the very time the mill owners in charge of Parliament’s budget
funded the Royal Navy, pushing outward the perimeter of the
merchants’ empire.

Free Trade Versus Colonies

Hence, between the late 1770s and the mid-1850s, Britain
became the world’s workshop and warrior. More, a number of

13
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concurrent, interdependent movements led to & 'tremendous
expansion of production at home and trade abroad; ‘Domestic
growth of all branches of industry and the stimul §'10 key in-
dustries such as coal mining and iron output were" m.n&a«&na
by the new railroads stretching into every hamilet and town.
These commercial links between resources and factories, be-
tween factories and markets, brought textiles and machines to

 waiting ships for transport the world over. Free trade for Brit-

FHdi

ain thus meant 2 fantastic increase in both exports and im-
ports. And, though British rulers denied it, fréd tride also
meant England would have to find secure markets"ind raw
materials to supply factories at home. Free tradethus led to-
wards building a new colonial empire, allowing England to fol-
low both policies at the same time. A

Indeed, as England became the largest szcm¢ gwm:m na-
tion in the world, its owners imported more ihdusttial raw
materials and foodstuffs while exporting more imghufactured
products. Changes in import composition reflected; the need
for factory raw materials, and changes in the oxmwﬁ «,.ﬁ,‘wma mir-
rored the manufacture of highly processed goods.*7 With an
increasing extension of factory methods into the textile and
metallurgical industries—especially after Bessemer steel began
to enter the market—the export of cotton goods and iron and
steel products shot upwards. Meanwhile, woolen and linen
textiles, chemicals, leather goods and pottery exports became
important too.?

The process involved was simple: From 1815-82 English
production far outdistanced the limited markets which the old
colonial monopolies had established under mercantilism (as we
have seen), and owners demanded new outlets, free trade, and
unfettered communication and financial links. Hence, the new
industrial and commercial monopoly, the factories, railways

and ships of Britain, reinforced the tendency towards free
woveny
*Between 1801-1849, leading imports followed the mercantileghapping list:
tobacco, rice, iron bars, wine, tallow, flax, coffee, spirits. But after this period,
the main imports were designed to feed the working class subsistence and the
owners’ machines raw materials: meat, meat animals, cotton, W60l ¢hemicals,
iron ore, iron and steel, leather, silk, paper. SIS T
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14 Arms & Empire

trade. ‘And changing the earlier social relationship where the
merchants had subjugated the producers, industry now domi-
nated commerce, demanding wider markets and a policy of
free trade as distinguished from tight-knit colonial empire.?

The result? England became the unchallenged manufactur-
ing center of the world: she had removed all protective duties
on food and raw materials, expanded foreign trade, encour-
aged the final victory of steam-power over other means of
transport on sea and land, and produced goods using steam-
energy rather than the manual-power of foreign industries. As
Britain’s production, exchange, and transportation developed,
a liberal foreign policy accomodated them and, backed by the
world’s largest navy, penetrated the empire economically. !0

A steel girdle for the world grew from the Birmingham
mills: British contractors made the track, English merchants
exported the tools, and Anglo banks raised London funds to
finance the railroads.!! Between 1840 and 1870, rail mileage
grew on a geometric scale, to say nothing of the expansion
ratio before the turn of the century:

Growth of Rail Mileage by Continenta]'2
Areas, 1840-1900

1840 1870 1900
North America 2,954 56,106 223,454
Europe 1.818 65,192 176,179
Asia 5,086 37,470
South America 1,770 26,450
Africa 1,110 12,499
Austalasia 1,097 14,922

So though textiles remained the largest single export, Britain
sent out more iron ware, rails, locomotives, implements—and
then the means of production themselves, machines and fac-
tories. This reflected the shift of the core of industrial capital-
ism from Manchester (a textile center) to Birmingham (a steel
complex).13

Then, as Britain established herself as the global manufac-
tory—underselling all competitors in foreign markets—jformal
colonies were no longer absolutely necessary for Manchester
or Birmingham conquests. But though the free traders thought
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and spoke as if the entire colonial system was ‘being disman-
tled, in fact only the form of empire was being changed.

Thus early free traders of the Manchester S¢hool and the
Parliamentary and financial reformers, echoed the:call to end
formal colonies. Disraeli spoke in 1852 of ‘“‘those..wretched
colonies’ as a *‘millstone round our necks," The British Gov-
ernment was also influenced to withdraw imperial troops from

“the colonies. But two decades later (1871-81) the new growth

of empire demanded a new militarism. And all the while, Brit-
ain continued to accumulate an informal colonial empire. Thus,
in addition to the 48 colonies Britain acquired beforé 1800, the §
next century brought England's empire 86 new’ foreign roE-w
ings. But what kind of holdings were these? And-what was the
motive for their acquisition? L

In both “‘formal” and “‘informal’ empire th same basic
relationships can be traced—the romance of awmwmﬁwwmoa. the
development of trade, the movement of British ¢apytal, the cre-
ation of new forms of economic dependence, th
ward of the imperial frontiers, and the emergence of new
markets. Techniques of control differed from area‘toarea: the
tactics were complex, “*involving not merely peaceful trade or
gunboat diplomacy—to take the two extreme techniques em-
ployed—but realistic assessment of the economic value of the
territory concerned, the strength and resilience:;of:its social
and political structure, the readiness of its «anm%m collaborate
with the British, and extent to which other European countries
were prepared to allow Britain a free hand.'' 4 4

And so Britain could give Canada and Austrdlia, for in-
stance, political independence, but keep them as economic col-
onies—suppliers of raw materials to British industrialists and
receivers of British goods and capital. India, too, served as a
cheap source of raw materials and a market for English man-
ufactures. *Once embarked upon territorial domination of In- .
dia,” two Englishmen explain, “‘we found that, with,the best
will in the world, we should never be left in peage until the
whole of the vast subcontinent was either under, British rule
or ruled by native princes under British control.'The, process
of inevitable conquest was very soon resumed, and was prac-

[ AR
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ﬂ tically completed by the Sikh wars and the annexation of the Montserrat
Punjab in 1848,'15 St. Christopher’s
The territories acquired during the century were added to Nevis
the previously colonized West Indies, India, Australia, Ceylon, The Virgin Isles
Mauritius and parts of North America. For the old British Dominica
colonies by location had included: !¢ Demerara
In Europe Essequido
Gibraltar Berbice
Malta Trinidad
Ionian Islands St. Lucia
Heligoland Bermuda
In America Honduras
Lower Canada Added to these in the first half of the 19th century were:
Upper Canada 1814 - British Guiana
Nova Scotia 1816 - Gambia, Sikkim
st Brunswick 1819 Singapore
Prince Edward’s Island 1821 The Gold Coast
Newfoundland 1826 Assam ,
In Africa 1833 Falkland Islands
Cape of Good Hope 1839 Aden
wwwwwmo% 1840 New Zealand
In Asia 1841 Hong Kong
Ceylon 1842 Natal, Sind
1846 - North Borneo

The Indian Possessions under the Directors
In Australia
New South Wales:

Van Diemen’s Land

Swan River

Southern Australia
In the West Indies Islands; etc.
Jamaica )
Bahama Islands
Barbadoes
St. Vincent
Grenada
Tobago
Atinqua

¥

1849 The Punjab
Between 1850 and 1870 other important acquisi

tions were made

in India—in 1858, one year after the Mutiny, control of India
finally passed from the East India Company to the Crown.

Acquisitions were also made in:
1852 Burma :
1853  Nagpur
1854 Baluchistan
1861 Nigeria
1868 Basutoland
1874 Fiji
1878  Cyprus
1882 Egypt
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1884 Somaliland

1887  Zululand

1888 ~Southern Rhodesia, Sarawak

1890 Kenya, Zanzibar

1891 Northern Rhodesia, Nyasaland

1894. Uganda

1900 Transvaal, Orange Free State, Tonga

1906 Swaziland

Pax Britannica was not a peaceful affair, however. There
were only fifteen years of the British century (1815-1914) when
she was not engaged in some brutalizing military campaign,
The wars, supposedly, were not designed to gain colonial ter-
ritory but to establish the ‘‘stability”’ needed for free and
peaceful trade. Formal empire and open looting were not so
important as building a trade empire—yet all these methods
were used. Britain, meanwhile, carried on a chain of colonial
wars in all parts of the world—the Burmese Wars of 1824-26
and 1852; the Afghan War of 1839; the Maori Wars of 1860-72,
and the Kaffir Wars, seven of which had already taken place
by 1848. By 1867 the discovery of diamonds in Griqualand
West was but a prelude to the adventurous imperial history of
South Africa. Thus, as free trade reigned, as the politicians
spoke glibly of doing away with colonies, as government troops
were temporarily retired from the outposts of empire, and as
Dominions granted ‘“‘self-rule” were being created—indeed,
as all these simultaneous actions to dismantle formal empire
were taking place—a colonial emporium was gradually welded
together under the watchful eye of the British man-of-war and
colonial troops.

The late 1870s and 1880s then marked an acceleration of
colony gathering. Britain had to change the form of her colon-
ialism, as she began to lose commercial ground to the United
States and Germany. Where the United Kingdom held 32 per-
cent of world trade volume in 1840 (by comparison with ten
percent held by France, eight percent by the United States and
50 percent by all other countries) by 1880 she controlled only
23 percent (France's share rising to eleven percent, the U.S.

I ] ] e j )
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share to ten percent, Germany's share from nothing to ‘nine
percent, and other countries’ share falling to 47 percent).!?
Germany installed modern machinery in her new factory,
system and could thereby undersell goods made by older Brit-
ish factories. Also, Germany used tariff protection to keep out
British goods, while Britain held onto a far-flung empire and

* maintained free trade for goods from all nations, including Ger-
¢ many. And while German salesmen and agents extended credit
' facilities to a point beyond safety to buyers in Latin America,

Asia and Africa, in many cases British competitors were un-
willing to duplicate these terms and thereby lost markets. '8

,.., Thus Britain had one way out of the competitive tangle: formal

colonialism, building an exclusive British market.

Also the result of her prodigious free trade effort was that
Britain—once nearly self-sufficient—had become irreparably
dependent upon foreign trade for her food supply.'® Landmen
were now separated from the farms, impressed into the urban
working class and in need of food they no longer produced. As
this class grew with the spread of industrialization, they called
for more and more food. This meant more imported stuffs no
longer produced at home. The factory system meanwhile bred
urbanization, thereby ending Britain’s self-sufficiency in re-
sources: The voracious demand of the machine industries re-
quired more and more raw materials. And to obtain both
foodstuffs and materials at the lowest possible cost, Britain
required colonies—colonies where foreign Powers could not
enter to grow food, exploit natives working mines or engage in
trade. .

Thus, after 1875, Britain pushed to expand her empire. She
no longer espoused free trade, preferring to gather colonies
whose trade Britain could monopolize. By establishing this
protective colonial system, Britain could exclude foreign-made
goods, especially those from Germany and the United States.
Although the West Indies white planters had been advocating

¢ . a similar policy for many years, it required the parliamentary

strength of British manufacturers and merchants to seek col-
onies in order to market their overproduction of manufactured
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goods, invest their idle capital, and acquire inexpensive raw
materials produced by subsistence workers.

The most rapid expansion of empire came in the 1880s,
when English goods quickly lost markets to competitors’ wares.
Thus between 1884 and 1900, Britain acquired 3,700,000 square
miles of new colonial territories. By 1914 the British empire
covered 12.7 million square miles, of which the United King-
dom represented 121,000 or less than one-hundredth part. The
self-governing Dominions represented another 7 million square
miles which, added to the colonial or dependent empire of 5.6
million square miles, represented forty-six times the area of
the United Kingdom and one-quarter of the planet’s land sur-
face. In terms of population, moreover, of the 410 million Brit-
ish subjects, constituting about one-fifth of the people of the
globe, 44 million resided in the United Kingdom—a little more
than one-tenth of the inhabitants of the empire.

From this empire ruled by the few came total trade of about
£180,000,000 a year, bringing to England revenues amounting
to approximately 19,500,000 sterling. Such a prosperous chain
of colonies Britain held by the beginning of World War I, that
the empire was at least three times the area of that of her
nearest rival (France) and held more than six times the popu-
lation. To this empire, British investors sent £4,000 million by
1913. In return, between 1880 and 1910 overseas investment
earnings tripled (£57,700,000 in 1880 but £170,000,000 in 1910)
and other income from shipping, insurance and services in-
creased by more than one-half (£96,400,000 in 1880 ci
£146,700,000 in 1910).

Together the sum of trade and earnings abroad was re-
flected in the accelerated accumulation of British capital: in
the 63-year period 1812-75 British wealth increased £5,848
millions, as compared to the total accumulation of £7,924 mil-
lions in the following 37-years (1876-1912). The more rapid
accumulation of capital came from the large-scale expansion
of colonies after 1875 and especially after 1882. Obviously, the
colonies where British manufactured goods were exported and
raw materials and foodstuffs were obtained offered investment.
and loan rewards for British capital, about one-half of Britain’s

,Ennommaa wealth from 1875-1912 seeking reinvestment abroad!
“Without such capital exports, the production of raw materials
iand foodstuffs for the British market would have fallen, and
perial earnings from overseas operations would have been

i So an expanded, more rigid colonial system and a vast ef-
fusion of imperial capital now supplemented the free trade
mmerce of earlier years, Capital export was the dividing line ~
between mercantilism and imperialism. For large-scale indus-
ial techniques, the integration of finance with industry, and
‘the monopolization of industry and State policies pushed for-
ward capital exports and the export of capital goods. Britain,
EGermany and the United States together sent abroad as capital
" goods 26 percent of all exports in 1800, but 39 percent in 1900
Land 46 percent in 1913, True, overall British merchandise ex-
gn& was less valuable than her noo% imported (£12 million
Lexcess imports in 1830, £19 million in 1845, £45.5 million in
1860, £90.5 million in 1875, £126.5 million in 1895 and £131.6
million in 1913); but the bill was paid with imperial earnings.
sAnd so large were the excess revenues that capital exports,
Lespecially in the form of means of production, became the
" birth mark on the face of the new imperialism, which replaced
 the old colonial system and harnessed the labor of the peoples
. am the world.?® ‘ \
iV
,.es mq.w_w:m Keeps Continent Powers Balanced :

~ (and Quarreling)

¢ While Britain was taking charge of the colonial world, her
 owners sought to keep European rivals weak. Thus to maintain -
ba free hand in global exploitation the British business classes
Eresisted attempts by any Power to unite the Continent and
thereby put itself in a position to try for naval, technological
? and commercial supremacy. This explains English involvement
Lin the Napoleonic Wars,* her support to the Holy Alliance of

B *The British bourgeoisie, consolidated a full century before, viewed the
'French bourgeois revolution as a rival force~-a potential competitor: against
% Britain's own industrial and commercial world hegemony. This was particu-

lardy important 1o the British industrialists, who were going through a high
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nations and the empire of haute finance, and her opposition ta
German attempts to industrialize and create an empire in Eul
rope and the world.

lutionary France in 1793.* It helped keep Britain at war against

ce up to the capture of Paris in 1814, Even in victory at
the Congress of Vienna, however, Britain led to keep the Con-
itinent divided and the bourgeoisie in check.

England Outmaneuvers France

We have seen how Napoleon hoped to establish the ConE
tinental System in an effort to undermine British commercel
and to accommodate French bourgeois society. For some seci
tors of the French business classes gained from forcing satellite
nations to export raw materials France required and impor{
luxuries France had to sell. This system, introduced in 1806,
followed the Jacobins’ policy to exclude English manufactured
goods from France as well as from newly conquered territo:
ries: the decree of 10 Brumaire, an V, banned the importatio
of British goods into territories under French control. And
Napoleon’s Berlin Decree (November 1806) forbade all com.
merce with the British Isles by France, Italy, Switzerland and
the Confederation of the Rhine. The Treaty of Tilsit (1807) the
forced the Czar to apply this system in Russia. And the Milan
Decree (December 1807) made every ship trading with wa?“

he Holy Alliance Saves Britain Money®

Britain at the helm of European power, Austria, Russia and
ssia now agreed to give each other mutual support against
bourgeoisie and their democracy. Continental despotism
hereby restored, the Holy Alliance provided the coercive force
nd ideological impetus for an active policy of peace—peace
Bwhich was the ideological equivalent of maintaining the status
0. This Holy Alliance was then used to justify “‘international
ion’’ against risings in Italy, Germany and elsewhere, put-
down minorities as well as bourgeois majorities. And lurk-
g behind this obvious division of the Continent stood
ctorious Britain,
“‘Hence, the Holy Alliance saved Britain money which was
ut into strengthening the Navy, lengthening communications
or her colonies liable to seizure. This was a blow to Brita Ehetworks, and financing colonial conquests. Britain was plun-
which depended on the Continent for one-third of her own e ing the world beyond the Continent, expanding her acqui-
manufactures export and three-quarters of her outflow of cofi§itions of strategic points—Malta, Mauritius, Ceylon,
lonial produce. : : . Heligoland, and the Cape as a stopping place on the way to
Britain responded by opening new markets in Latin Amer@iygia. The scattered British army engaged in an endless list of
ica and the Baltic, as well as by pushing illicit trade throughfiionial conquests, as we have seen, with minor wars and cam-
loopholes in Napoleon's iron curtain. Meanwhile, the u.w::? igns fought in Nepal, Ceylon, Burma, Afghanistan, China,
Navy blockaded the ports of France, Germany, Russia andfle,, 1} Africa, New Zealand and many parts of India. To fight
Holland, forcing their trade downwards, crushing manufactur § ihese colonial wars, four out of five line regiments were serving
ers dependent on foreign markets, and forcing industries ref e Crown overseas, and some regiments remained abroad for

. . . . W 4 ! [
liant on colonial materials to invent new substitutes an ~o=m as twenty-five years without re turning to England. Dur-

wncoammo? o ; . e . g
Britain’s potential loss also pushed her to join Austria @ this entire period, w:,a:a thereby remained the most pow

Prussia, Spain and Piedmont in“the First Coalition against revy

3 *As the revolution spread on the Continent, in every nation the aspiring
/ ess classes confronted the privileged aristocracy which now consolidated
power in the Trade Union of Crowned Heads, rallying to support the French
parchy. In the year 1791, the Emperor of Austria and the King of Prussia

d their declaration of Pillnitz, inviting the Crowns of Europe to use their
erto refurbish the monarchial strength of the King of France,

v

point in their.own industrial revolution from 1793 to 1815, Any upset at thi
point would have prevented them from dominating world markets, and so theyl
were determined to see the business classes in France and elsewhere on thd %
Continent kept in a relative staté of backwardness.
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erful imperial nation and, perforce, she was the leadingk: For the first time this capital sought to prevent any war
advocate of peace—that is, the status quo—in Europe and waghetween the European powers, which would necessarily in-
in the oo_mumom. 5 . olve a tremendous loss to the financial creditors, whose se-

As Britain built her colonial sphere and as the Holy Allif, ity was the growing accumulation of industrial machinery
ance of Europe maintained redctionary, general peace, the coslliyself. These creditors of high finance had every interest in
of %M__Eﬂma ﬂcasa.aa. Save for large forces still maintaine@aromoting peace, then, and they proceeded to replace the re-
in ssia and Russia, most states discarded conscription, tionary peace of the Holy Alliance with the peace of the

slashing the size of their regular armies. The strength of the ; ; ;
s .1 : heads of bourgeois nations. So thereby a Concert of
British army h, 000 : greeing Irgeoi . th :
y had been 685,000 men in 1815, for instance, bu Furope was born, with the main sustaining force—interna-

within six years it was down to 100, men, half of whon tional finance in league with the national banking systems
were now ‘‘banished” to the colonies. ivisi L e . . -
’ onies. The division of wor .“.Q%mmn_nm ‘the principal power behind the Holy Alliance—the

colonies now became Britain’s primary military endeavor,'f . o .
and private soldiers were sent to remote corners of the Empires o%ﬁw,& mm:_m_m . the thrones, and spiritual and material power
Yof the Church.

often to be forgotten in the rush of the Industrial Revolution . . _— . . . .
Continental industrialism using this capital ultimately bred

the new trade and the exuberant prosperity. British sea power: V-
had meanwhile become a watchword—the guns were eveg hationalism and changed the character of warfare. And Ger-

ready, yet seldom used against other Great Powers. imany especially illustrated these relations, for her unification,
ther continued” existence, and her rise in power depended on

I industrial power guaranteed by a good army.* The army helped
“Germany to take the resources of Denmark, Austria and
France—there were wars in 1864, 1866 and 1870. Industrial-
ized militarism meant blirzkrieg (speed of deployment, pow-
.erful destruction) and total war. Military strikes, too, would
in the future be directed at total populations and industrial
dinfrastructure, keys to war-making capability. All classes would
be involved in war, since military strength came from industrial
rstrength, as Prussian General Karl Von Clausewitz discerned.

Continental Industrialism Becomes Britain's Frankenstein?

The 1848 bourgeois revolutions on the Continent then forced

{ Britain to switch her allegiance from the Holy Alliance to th
- { new coalition of business interests and working people. Britain
reasoned she could keep the Continent divided by promoting
nationalist-type development. With one foot on France and the
other on Britain, the House of Rothschild and other substantia]
banks meanwhile fed into Britain’s plan. For between 1846 and
1871 vast sums of capital, once used to finance trade and the
Crowned Heads of Europe, were now also used to fund the
rising bourgeoisie, thereby spreading industrialization to the
European Continent.

£

*Prussian preparations after Waterloo included a large military force, short-
service, well-trained armies, large calvaries, strategic railways for deploying
troops in future wars, and a new department of the General Staff to take
complete charge of lines of communication. These preparations paid dividends:
Within 18 days of the outbreak of the Franco-Prussian War in 1870, for ex-
ample, Prussia had mobilized 1,183,000 trained men and had assembled three
armies totalling 462,000 men on the French frontier. The Krupp factory near
¥ Bssen was able to re-equip the Prussian army from its 450 acre estate, em-
ploying 8,000 men—with many more working at the nearby coal mines and
 blast furnaces. The factory's output had already exceeded 3,500 guns with a
8 further 2,200 on order for immediate delivery—to defeat France and end all
 chance of unity on the Continent. )

*The other European Powers also sliced the world into parts—but thei
parts were smaller than the British ones. This meant that few disagreements
/95 the division of colonial territory could take place between 1815 and the
o_._ERpw of the Crimean War in 1854. But there were numerous campaigns in
widely separated parts of the world. So while France concentrated on Algeria,
the Russian army suppressed the Turks and the Persians, as well as put down
an insurrection in Poland. And the U.S. used a volunteer army to supplan!
small regular units to defeat the Mexicans in the War of 1846-48, to steal one-
third of Mexico which was then made into California and Texas.
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And an arms race was inescapable,* leading Krupp's factory, B
whose production of arms won the 1870 war, and German in-
dustry generally, to be the best in the world—for obvious rea-
sons of military necessity, economic competition and profit.}

.

Profit and jts social manifes

, national pride, made Ger:

many ready for ruthless competition by using her new railways

to link industrial centers and armies with' distant battlefronts

connecting the hinterlands of factory power with the human :

hand holding the gun.

Germany Challenges Britain

a global strategy to place herself first in war and in peace,

Competition on two fronts bred her Triple Alliance—Germany}
hoped for a stalemate at least in Europe, which would free her .

for global profiteering. Austria-Hungary, Italy and Rumaniaff’ ain attempted to foster an anti-German alliance in Europe. In

would keep pressure on and expand German influence among
the Slavs and open a way to the Near East for Teutonic capital
and power. . )

Germany, its base relatively secure, then built up colonies,
consisting of four segments in Africa—East Africa, Southwest
Africa, Togo and Kamerun—the Shantung Peninsula in China,
and the northeastern part of New Guinea and neighboring is-
lands. From exploration, then exploitation filling private trea-
suries and feeding German pride, the status of Germany was

improving slowly. But a rapid development of markets and rich

raw materials on her European doorstep invited war. Even a
partial victory would possibly award the granaries of the Slavic

tious owners of Berlin.

The other members of the Alliance agreed. Austria-Hun-
gary joined the Alliance (1879), fearing Russian interference
in her Balkan plan to secure seaports in the Aegean Sea, tof

*The arms race inched forward with the conversion of iron to steel, mak- £
P the Austro-Russian conflict of interest in the Balkans and the

ing new weaponry possible; and the concurrent development of gun cotton,

. dynamite and smokeless powder for gun and rifle ammunition, making wan
increasingly violent. Against violence, defense mechanisms also escalated, the

**iron clad" warship being a classic example.
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subjugate the South-slavs—particularly Serbia—and to de-
velop the Bagdad Railway. Italy joined (1882) for similar rea-
sons, seeking assistance in the conquest of Tunisia and Tripoli,

,4" as well as help in resisting the powerful influence of the Pope.
Rumania also joined the Alliance (1883), hoping to improve its

territorial holdings. And all Alliance members sought to pre-
vent encirclement by hostile Powers bent on preventing mem-

- bers’ economic expansion.

Britain Builds a Defense?

Britain at first encouraged German growth, hoping to add

.. another competitor to the squabbles on the Continent. Even

s N . B
Germany, now dominant on the Continent, also developed i German militarism (structural patriotism) was a good antidote

for revolutionaries at home and threatened Russian expansion

- westward. But when Germany embarked on her aggressive

Weltpolitik, challenging England’s naval supremacy, then Brit-

the quarter century, 1890-1915, Britain successfully enticed a
number of countries to join her. Since France and Russia were
already aligned against Germany, Britain anxiously curried their
favor—undermining unity on the Continent and temporarily
fulfilling the plan of haute finance to position Britain and Ger-
many to watch jealously one another’s attempts to re-divide
the world.

Yet, out of the loose Concert of Europe sustained by high
finance, two hostile power blocs grew up—the German-led
Triple Alliance and now its checkmate, the British-directed
Triple Entente. The Entente was a’ coalition forged between

°® France, Russia and Britain, as a defense of their own interests.
steppes and the heavy metals of Eastern France to the ambi- ’ ’ d h s

France had long feared German ascendancy in wealth, popu-
lation and military organization, to say nothing of her greatest
horror—isplation in the sea of the formidable Triple Alliance.
Russia joined the Entente (1891) because she feared German
aggression once William II refused to renew the Reinsurance
Treaty (1887) when it expired in 1890; the excuse given was

need of French capital for building the Trans-Siberian and other
railways, to say nothing of her monetary requirements to de-
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to Constantinople and to Bagdad. Germany was breaking out

velop her military enterprises. So the Franco-Russian Alliance . 1 1.4 [
of her isolation; destination, world dominance.

(1894) was forged as a defense against the Central Powers in .
the Triple Alliance. . g

The Entente put down petty rivalries. Thus, England’s dis-
agreement with France over the Sudan, Morocco and Egypt
was terminated by the Entente Cordiale (1904), while her ri
valry with Russia in Persia, Afghanistan, Tibet and the Straits
was ended by the Treaty of 1907 and the Anglo-Russian En
tente (also 1907). The Low Countries then joined Britain, and
in 1902 England entered into the Anglo-Japanese Alliance to
cover their respective spheres of Asian interests. Even Italy
joined the Entente (1915), completing a geographical forma-
tion—an iron ring encircling Germany. Unification of the Con- -
tinent by German negotiations was now impossible; Britain had :
divided the Continent, and haute finance had lost control over
some City financiers as well as the Berliner banks and thus !
German rearmament, ‘

So the empire of high finance—which spoke of peace to

(v) The Profit Quest Allows No Peace

Throughout Europe and the United States, national trusts
and cartels also pressed towards foreign markets and colonies
in order to find cheap raw materials for their factories, inex-
pensive foodstuffs for their workers’ consumption and markets
1o dump their manufactures. So expansion and concentration
of business, industry and banking were among the forces be-
hind global trade and colonial politics.

It was also a period of vast technological inventions and
L discoveries, which created entirely new industries, fundamen-
tally transformed old ones, and which imposed on industries—
E often protected by high customs duties—great stresses in the
i competitive international market.? As production increased
faster than the market expanded, however, crises appeared,
. production was slowed, millions were left without work. In the
protect the assets it financed for 444 decades—seeded the way & crices of 1873 and 1900, for example, cartels were formed to
towards war: for haute finance could no longer keep the Con- £ |imit output and maintain prices. Attempts were also made to
cert of Europe alive, and in its stead arose the two competing & cortelize foreign markets and divide trading areas.

camps of imperialists, as we see. Germany, now realizing the : Such divisions proceeded by degrees. At first, during the
defeat of her diplomatic machinations, vociferously com- early 1860s and 1870s, before very many great combines
plained of her *‘encirclement’’ by her enemies and the German evolved, farmers from assorted nations struggled to divide world
people were persuaded that their country was indeed threat- @ markets. Throughout Europe, increased competition from
ened by this British-engineered iron ring isolating Germany _,H American foodstuffs depressed prices and European farmers
from her neighbors. To satisfy Germany’s expanding desire for & xpressed anti-American sentiments at several international
markets, for raw materials from colonies, for a world shipping ongresses. Besides voicing their negative feelings, they also
empire, for investments overseas, for an Empire comparable §& sought bigger markets for their produce by planning to create
to the British emporium, war was inevitable. But, it was geo- § vast agricultural markets which would exclude United States
graphically fact, with Germany surrounded by hostile nations, ‘§ farm output.?’ ,
she could only move south and eastward, drawing Turkey into Efforts to build common food areas between industrializing
the Triple Alliance (1914) in order to nullify Russia's aspira- §fnations soured, however, once factory monopolies and cartels
tions in the Straits, to terminate British control in Egypt and §took charge of Europe’s economic foreign policies. For na-
Cyprus, and crush Pan-Slavism. Bulgaria also signed an alli- §¢ tional cartels instead sought international agreement to limit
ance with Austria (1915), declared war to conquer Serbia, and & ¢xcess manufacturing production, to divide world markets for
helped forge a central bloc of unimpeded control from Berlin f factory goods, and to set selling prices for manufactures. Those
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favoring a protectionist trade in these goods blocked custom
unions in foodstuffs.28 A

New domestic: pressures from the rising class of industri-&
alists and financiers also compelled each nation to undertakes
anew form of msuam&mmaiwmg_dcnmmaw many pieces of world
territory where manufactures could be sold and resources ,
found. For machines had to be fed raw materials; hence i
dustrial nations must control the sources of crude produce,
And workers running the machines then produced a great sup-
ply of finished products; hence industrial nations must control
the markets in less industrialized countries, Finally, the own.

ers’ domestic accumulation of wealth increased more rapidlyf

.

than it could be invested at home; hence businessmen tended
to invest capital in economically less developed countries and
to demand that their governments act to ensure the safety of]
these investments. World division followed.

In the space of a few decades, Africa was explored and
partitioned. Native peoples and early settlers were conquered,
as the Great Powers growled at each other in a constant strug-
gle to secure rich and strategic areas.

Imperialism touched Asia, too. China was compelled to
grant valuable concessions and spheres of influence. Japan es
caped the same fate only because she was able to transformf
herself into a nation whose economy and military machine
closely resembled those of the European Powers
Then Japan in turn launched an imperialistic program, defeated
China in a quarrel over Korea, and ousted Russia from south

ern Manchuria.
In Europe meanwhile the declining might of the Ottoman

Empire led to hot rivalry among the would-be heirs to the

Turkish lands. Russia sought to exercise a big-brotherly inter-

est among the Balkan Slavs, scheming to also gain control over
the Straits. Great Britain felt it to be to her interest to maintainf
the status quo. But Austria-Hungary sought to extend her in-k

fluence in the Balkans where her imperialistic policy clashed ;
with that of Russia as well as with the plans of the Serbs tof

create a greater Serbia. Germany, the ally of Austria, also had
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plans to develop the resources of the Near and Middle East 2
And so a military clash was unavoidable,

This collision course could not be averted, for chief among
the forces behind world partition was the selfish, nationalist
drive for maximum profits—often distinguished as its *'civiliz-
ing mission,” thereby minimizing its expectation of material
advantages. So each nationalist imperialism proclaimed the
need for carrying its particular brand of culture to the brown
or black or yellow brothers and sisters of Africa and Asia in
order to rescue them from their “deplorable barbarism.” But,
in truth, imperialism was largely born of the hunt for profit,
covered by the false love of pride and power. For nationalist
imperialism was, one historian says, “vastly intensified by the
search, on the part of the bankers and company promoters,
for profitable investments abroad. With the usual selfishness
of monied men the investors demanded that their ventures be
protected by the armed forces of the home government, Such
action was resented not only by the exploited country but also
by the suspicious and Jealous European rivals.

“*Since each power looked on war as a legitimate tool of
policy, it desired to be as strong as possible on both land and
sea. Hence constantly increasing armies and navies; and, by
the same token, growing expenditures, involving in their turn
heavy and heavier taxation and a national debt assuming fab-
ulous proportions.*’30

Japan soon proved an apt pupil of Western militarism, then
equalled its teachers in its drive to win colonies. The former
landlords (daimyo) and their samurai » now-turned industrialists
and financiers, hoped to make Japan a first class world power
by controlling adjacent territories’ natural resources. To also
protect their growing wealth from Western intruders, the own-
ing classes sought control over all territories which foreigners
could use as stepping stones to Japan. So while they assidu-
ously avoided taking foreign loans which could Jead to Japan’s
political subservience to Westerners, they methodically moved
to conquer and dominate Korea, Taiwan and China. Thus, in
the late nineteenth century, Japan inflicted defeats on China in
order to gain possession of Korea and the island of Formosa.
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Still not satisfied with their holdings at the start of the twentieth
century, Japanese rulers fought a war with Russia, won the
struggle, and displaced Russia’s dominating influence in Man-
churia and North China. Japan’s military empire was thus

Arms & Empire

growing.3!

The United States also jumped into the imperial tangle.
While she was a weak industrial power, however, she de-
manded freedom for all vessels on the high seas—a weapon
against Britain when the English man-of-war ruled the waves.
This American policy, the policy of a weak trading nation, was
accompanied by U.S. moves for strategic and resource terri-
tories in the Mediterranean, the Caribbean, the Americas and
the Pacific:3? )

1815

1821
1822

1826
1839
1846
1853
1853

1853

1854

U.S. declares war on Algeria, forces the Dey to terms
granting absolute immunity to U.S. ships sailing in
the Mediterranean

Pacific station established

Monroe Doctrine warns Europe against imposing new
colonialism on American continents

Hawaii-U.S. Treaty

Commodore Charles Wilkes visits Tutuila, Samoas,
a future U.S. base (Pago Pago)

Two years after British force China to open her doors
to unlimited British trade, the U.S. imposes a similar
treaty

U.S. reasserts Monroe Doctrine vis-d-vis Cuba
Commodore Matthew Calbraith Perry blasts Japan
open to U.S. trade in order, he said, ‘‘to anticipate
the designs of that unconscious government, the Brit-
ish, whose cupidity was limited only by its capacity
to satisfy it.”

Perry also uses the Loo Choos as his squadron base,
raises the American flag at Port Lloyd on Peel Island
in the Bonins, and urges that he be ordered to seize
these islands to set up bases for controlling trade
with Japan

Perry on Formosa, suggesting that a U.S. protecto-
rate be established

1854

1859
1865
1867

1869

1875

Industry Stops the Human Wave 33

U.S. steamship tries to invade Spanish Cuba, and
England, France and the U.S. issue the Ostend Cir-
cular, recommending that the U.S. buy Cuba or—if
Spain refuses to sell it—*‘wresting it from Spain if
we possess the power.,”

U.S. takes Midway and minor Pacific islands
Secretary of State Seward claims Mexico within U.S.
sphere of influence

Seward implements his vision of U.S. rule in the
Pacific by pushing for the purchase of Alaska from
Russia .

President Grant enters negotiations for a peaceable
annexation of San Domingo by the U.S., and for a
long lease of the bay and peninsula of Samana, Cuba
as a naval station

U.S.-Hawaii treaty pledges the Hawaiian govern-
ment not to alienate any port or territory in the king-
dom to any other Power—making Hawaii an
economic colony

1870s-80s  U.S. acquires parts of the Samoas in deals with

1887
1889

1891
1895

1897

1898

Britain and Germany

A new treaty gives the U.S. exclusive use of Pear]
Harbor as a coaling and repair station

U.S. Senate and House of Representatives pass a
resolution in secret session, declaring against any
European control of the Panama Canal

U.S. sailors in Valparaiso Chile take on a Chilean
mob, infringing on Chile’s independence

U.S. reasserts Monroe Doctrine vis-g-vis Britain's
attempt to conquer Venezuela, thereby bringing Ven-
ezuela into the U.S. sphere of influence

U.S. prepares to invade Cuba to push Spain out in
the name of preventing the ‘‘extermination’ of the
Cuban people, said President McKinley to the U.S.
Congress

U.S. conquers Cuba from Spain, the Philippines from
Spain, Captain Sampson said, as a “Fourth of July
present” to the U.S. people; U.S. conquers Porto
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Rico; U.S acquires by a peace protocol with Spain
the ‘“‘relinquishment of Spanish sovereignty’ over
Cuba, Porto Rico, and one of the Landrones islands;
U.S. annexes Guam; U.S. raises the American flag
over Honolulu in the Hawaiian Islands

U.S. military governor takes charge of Cuba; Spanish
possessions of Island of Guam, Porto Rico and the
Philippine Islands formally ceded to U.S.: Spain cedes
to Germany the rest of the Landrones and Caroline
Islands; U.S. Senate passes resolution making the
Philippines a protectorate, following massive U.S.
military invasions; U.S., England and Germany di-
vide Samoas

1899

1900 U.S. joins her military forces to those of the Japa-
nese, Russians, British and French in putting down
the Boxer Rebellion in China

1900 U.S. proposes Nicaragua Canal Treaty, for U.S. con-

trol of a new inter-oceanic canal from the Atlantic to
the Pacific; England refuses to accept terms.

Throughout the nineteenth century, then, the United States
sought to expand its empire. Viewing England as the United
States’ most dangerous rival, the U.S. hoped to make the Pa-
cific an American lake, controlling the commerce of the East
by establishing Astoria on the West Coast (1811), plying the
Canton trade at a profit of 700 percent, and generally drawing
possessions together as parts of a great Pacific Empire that
connected the Eastern seaboard with Oregon and California
outward towards the Philippines, Japan, China.

The empire was growing. *“Today,” said Senator Hoar at
Washington’s celebration of its hundredth anniversary, ‘‘the
United States is by far the richest country in the world. Its
wealth exceeds that of the United Kingdom, which is the next
in rank, by about $22,000,000,000. In 1800, our population was
5,308,483; now it is 76,304,799. The sixteen states have grown
to forty-five, and our territory has expanded from 909,050
square miles to 3,846,595 square miles.” But this was a gross
understatement, for excluded were the neo-colonial territories

o
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mentioned above, additional foreign zones being coveted to
make the United States richer still.

Other U.S. explorations, for example, sought new lands
and resources in the Caribbean and the Philippines, and as far
north as the Arctic. Here U.S. Commander Parry described
the potential of resources which the United States might take
over: “It would not at all be strange if in a region of the most
striking contrasts . . . some materials were found which would

- make possible some yet unknown necessity of our future civ-

ilization" —a prophesy come true in the 1970s search for black

Yet the United States was still a weak industrial power,
demanding free trade across the high seas, bringing China and
Japan into the world market by pursuing this policy (John
Quincy Adams said) **for our good, not their own.”

United States financiers also dreamed of their liberation
from British bankers in charge of Latin American commerce.
Speaking of the United States in 1916, one political economist
asserted: '*We are still very far from financial independence,
and the hope to see the world's financial center shift from
London to New York is still very much a dream—far from
realization. Not a dream, however, but quite within reach is

E: the opportunity to replace European capital by American cap-

ital in the industrial development of those countries which are
within our sphere of influence—South America, Central Amer-

? ica, and Mexico."34

Germany too joined the struggle for territory in the Pacific

[ and elsewhere. She attempted to lay hold of Europe, the Bal-
& kans, and the Turkish Empire—a major figure in formulating

British foreign policy, William Tyrrell, noting the political im-
plications of German trade. *‘Almost every country has dis-
covered,” said he, ‘“‘that there was a political and sinister side
to the apparently innocent commercial and industrial enter-
prise of Germany in its territories and that the introduction of
German capital and applied sciences was intended to be made

£ the basis of economic vassalage and ultimately of political ser-

ianSQangu\.::\waazsgmo“ Qn_.awswu.donaaoa,o a
take a predominating influence over national economy in Italy,
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Russia, Switzerland, Belgium, Bulgaria, Rumania, and, above
all, Turkey by 1914,

3

Germany also sought more colonies in Asia, the Pacific and °

Africa—as the following table makes clear:

German Colonies, 1906%¢

Square White

Colony Kilometers Population Settlers
East Africa 995,000 7,000,000 2,465
Southwest Africa 835,100 200,000 6,372
Cameroon 495,600 3,500,000 896
New Guinea 240,000 300,000 529
Togo 87,200 1,000,000 243
Caroline, Pelew &

Marianne Islands 2,076 41,000 173
Marshall Islands 400 15,000 83
Samoa 2,512 33,000 454
Kiauchau 501 30,000 1,225

In Africa, China, the Pacific Islands, the rest of Asia and |
Europe, all territory was divided among the big Powers; ex- |
cluded were only ‘a few tiny and remote communities in such '
"places as the mountainous interior of New Guinea or the Up-

per Amazon, which retained an insulated autonomy. . ..""37

The same was true in the Near East and, later, in the .

Americas, where these Powers struggled to maintain control
of the land mass as well as trade. ‘‘By 1914, two historians

conclude, *‘the habitable portions of the globe were parcelled

out among the great nations of the world.” Yet the spoils were

unequal. Russia wanted Constantinople, the Straits, and the .

Balkan peninsula so she might not be closed up in the Black
Sea. Austria-Hungary sought some seaports on the Aegean

Sea, since she feared losing her Adriatic seaports to Italy. Ger- |

many was eager to acquire Asia Minor for its natural wealth
and as an outlet to the Far East. Italy desired Northern Africa,

Asia Minor, and the eastern coast of the Adriatic Sea in par- §
ticular,3® Japan wanted China. And the U.S. the world’s tradel °

At first this struggle was an economic one. The new im-

perialism was basically a struggle for markets, for raw mate- "

rials and for fields of investment—competition between

!
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Germany and Great Britain being keenest in the decade before

-World War 1.3?

Then the economic struggle took military form. Germany
tried to convince the world that she sought no territory through

5, conquest, blaming Britain for war imperialism. England, chief

& German undersecretary of state for foreign affairs, Dr. Alfred

§

B

Zimmerman,.said, was ‘‘fighting to encompass the destruction

. of Germany and the reduction of Germans to a tributary and

secondary nation.’'#® Left unsaid, of course, was Germany’s
identical plan vis-d-vis England, to say nothing of comparable
schemes by other Powers.

(vi) When Spheres Collide

The world was soon completely divided into colonies and
spheres of influence, The continents were entirely parcelled
out among the great Powers. The desire for land to occupy, a

" main motive .of nineteenth century colonial annexations, left
scarcely any vacant areas—no noman's land—which would-

be emigrants could conquer.4' For every Power was engaged
in a mad scramble to build up a colonial empire by carving out

" new domains in Africa, Asia and Oceania.*?

The partition of world areas led to re-partitions and hot
conflicts. Surveying the world landscape, V.I. Lenin noted that
*, . . the characteristic feature of this period under review is
the final partition of the globe—final, not in the sense that a
repartition is impossible; on the contrary, repartitions are pos-
sible and inevitable—but in the sense that the colonial policy

. of the capitalist countries has completed the seizure of the
- unoccupied territories on our planet. For the first time the

world is completely divided up, so that in the future only re-
division is possible, i.e., territories can only pass from one
‘owner’ to another, instead of passing as ownerless territory
to an ‘owner." "'43

As each Power tried to enlarge its territory, collisions were
almost inevitable. The clash between Germany and Britain in

= Turkey and the Middle East, as well as the fight between Rus-
“sia and Austria-Hungary over the Balkans led to World War I,
‘a war for the repartition of the world; for colonies.
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On her account, Germany had to have colonies, especially
after the war began. For the economic union of the four Central
Powers—Germany, Austria, Hungary and Turkey—even if Asia

B

Minor and their Balkan Allies were thrown in as well, would

in no way compensate Germany for the loss of her colonies.

There were many reasons. First, Germany wanted the other

Central Powers subordinate to herself: but the Osmanlis, Bul-
gars, Magyars, Poles and Austrians were unyielding. Then,
even in the Central Powers' unity, it would take a long time

for the Bulgarian or Turkish peasants to apply intensive land

cultivation needed to feed Germany’s growing population. Asia

Minor, moreover, could not furnish copper, copra, India-rubber :

or palm oil industrial Germany required. And Germany and
her allies could only provide for themselves as far as the pro-
duction of the products of temperate and subtropical zones
was concerned. The all-important tropical products, the Cen-
tral Powers could not supply; and Germany feared the Entente
and above all England would monopolize certain colonial prod-
ucts. A “‘great Germany,” so the argument went, necessarily
implies an overseas possession where she can be absolute mis-
tress and feel herself really at home: only then could she defy
the ‘‘savage hate’ of her enemies, especially England, the
**vampire of Europe.”

All the Great Powers were vampires now. The political
economy of each demanded world expansion, self-sufficiency
to feed and supply the growing populace being irreconcilable
with the monopoly England and France held over resources
from their colonies—most of the colonies in the world. Thus,
where the population of Europe had in the course of the nine-
teenth century increased by 81 percent between 1889 and
1914-15, the Entente Powers sold Germany colonial products
which were received second-hand from either London or Paris.
And now England and France wanted Germany’s colonies as
well. So, one German nationalist explained: “‘If England and
France should succeed in securing a monopoly by taking pos-
session of German colonies and destroying Turkey, Germany
would find every door closed to her by customs dues and pref-
erential tariffs; and the situation would be intolerable. No
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’

[German] naval power would suffice without colonies. What-
ever the value of the coast of Flanders might be for strength-
‘ening the maritime powers of Germany, the restoration of her
Colonial Empire is from this point of view of more importance
still,""44 :
Just as England and France coveted German colonies and
‘Austrian and Turkish territory and rights, Germany wanted the
olonies of Belgium, Britain and France. The Tzarist mon-
archy in Russia was also anxious to seize Galacia, Persia,
Mongolia and Turkish territories. And when the Germans moved
est against industrial heartlands, the rest of Europe felt com-
: pelled to defend their empires.

. The escalation of arms indeed seemed the only way toward
ctories in battles which were decided as much by factory
workers as soldiers on the line. More and better guns and
technology were used until the military machines stood wheel
to wheel along many miles of front. The escalation of tech-
pological warfare increased all around—in the air and on the
Jand, airplanes and tanks' marking the military accomplish-
ments of an age of bank finance, mass taxation, oil fuel and
imperial conquest.4

o
)

(vil) Downpayment on m....amn $208 Billion; 8 Million Dead

The European nations had long prepared for war upon one
another, a crescendo of political, economic and social griev-
ances being presented to the people on extremely narrow, na-
{  tionalist lines. The several states also called on private bankers
B and industrialists to produce weapons for profit, inducing them
¢ 10 resurrect old technologies and perfect new ones. Nations
{ & soon increased their military expenditures as an extension of
. intense, trustified economic competition. For the armed power
1% of the state capitalist trust, Bukharin said “is the weapon to
b ux used in its economic struggle. The growth of armaments,
£ :creating as it does a demand for the products of the metallur-
2 gical industry, raises substantially the importance of heavy in-
£ dustry, particularly the importance of ‘cannon kings’ 4 /a
kS sdmuu.o-

Ty gy e ——




"England’s government expenditure on arms was 38 percent of
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Despite the importance of profitable military contracts
awarded to the trusts, however, the arms industry did not cause
the wars that required government orders of munitions. Forf]
the ammunition industry was by no means a branch of E.o.m
duction existing for itself: rather, armaments were an indjs.>
pensable attribute of State power, an attribute that had a very
definite role in the struggle among nationally-oriented Stat
capitalist trusts. *‘Capitalist society is unthinkable withou
wars,"” Bukharin surmised. **That is why in our times, when}
economic conflicts have reached an unusual degree of inten
sity, we are witnessing a mass orgy of armaments. Thus the} ,
rule of finance capital implies both imperialism and militarism francs (14 percent of the workers’ product in 1900) and 54,53
In this sense, militarism is no less a typical historic phenom- ion francs (50 percent of the product in 1918). Besides fore
enon than finance capital itself,’*46 :

Armed to the teeth, State faced State in the struggle for?
raw materials, markets and colonies. The cost of the army and
navy escalated as never before, major nations doubling theirj]
military expenditures between the mid-1870s and 1908. Where

Preparations for war were followed by hot engagements,
forcing more goods and services into arms production. Among
the Allied Powers, of necessity the State marshalled workers’
tax funds for both military and related spending, one supple-
menting the other in subsidies to owners. Expenditures by the,
U.S. federal government, for example, increased from $521
million (3 percent of the workers' output in 1900) to $12,69

million (22 percent of the workers’ output in 1918). Similarly,
tate expenditures in Britain rose from £182 million (10 percent|
of the workers' output) to £2,696 million (68 percent of such

amount in taxes to cover State expenditures for military goods
purchased from the monopolies!49
The process had come full circle, the large firms that started
1¢ arms race and the war drawing lush profits from the gov-
¢rnment purchases of armaments.

all spending in 1875, by 1907-08 it was nearly 49 percent. For
France the rise in military spending was 29 percent of govern-
ment outlays in 1875, but 37 percent in 1908, The figures for
Austria-Hungary were 22 percent (1873) and nearly 23 percent §
(1908). For Russia the percentages were 34.6 (1877) and 35.6 %
(1908): for Italy 19.1 (1874) and 28.7 (1907-08); for Japan 17.
(1875) and 25.1 (1908); for Germany 28.5 (1881-82) and 28.
(1908); and for the United States 33.5 (1875) and 56.9
(1907-08).47 Government arsenals were growing, demanding
more tax funds and soldiers for war preparation. =~
Million of ordinary working people were schooled to kill in
the name of narrow nationalist goals that most benefitted a
handful of monopolists. Russia had now created the greatest
standing army, 12,000,000 strong by comparison with Ger.
many's 11,000,000. Together the Allies recruited 39,900,000
combatants, almost twice as many as the Central Powers’.
21,650,000, 48 Nonetheless, Germany remained confident with
the best organized and equipped standing army. Her General
Staff toasted quietly **Der Tag.” ..

* * *

* For the people at home and the men and women at the
front lines, however, the war was a brutal, dehumanizing mo-
fass. “‘During the war,”” political economist Frederick J. Libby
observed, ““Governments spoke through the newspapers to the
people, the Press gave up its function of criticizing, even of
reporting, and correspondents became in reality ambassadors
to the people, helping to carry out national policies.’ 50

The antagonists thereby drew the people into blind patri-
ptism—!‘my country right-or wrong-ism” —and brought them
to the factory gates, science being applied to make bigger and
better guns, moralists being consigned to the background. Yes-
day (as today) militarists thought about the unthinkable, and
ut it into practice. “How,” one scientist pondered, “‘are we
0 answer the reproach that science has made war tenfold more
terrible than ever? Is there a crumb of comfort in the fact that
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a new thrust evokes a parry, as when a counteractive is found’

for a poison-gas. Only a crumb of comfort, however, for a still

leads to the suggestion that the increased deadliness of the:
weapons will eventually make war impossible. The weapons
may become too sharp to be handled with safety. The engines
of war may become so inthinkably terrible that they will be
consigned to the scrap heap by the common consent of the

But it did not happen this way, for special interests cony
trolled the mﬁ? the nations armed with ever more terrible

weapons, and they went to war to decide how the world would:

be parcelled out. The people were forced to pay in many ways

meanwhile: in labor-output, taxes, debt, human fiber and lives.

* *® *

”

$208,503,000,000. If one must have a calculation of who paid}

this bill—some 45 percent of the total, the German people;
paying the next highest share (22.5 percent), followed by th
Americans (17.2 percent), the French (13.4 percent), the Rus
sians (7.6 percent), the Italians (7.2 percent) and the Austro-
Hungarians (6.2 percent).?

These military costs were financed in three principal ways
first through taxes; then by the creation of a national indebt
edness, by borrowing from their own people; and finally through
a process of bank finance, borrowing abroad as had been :.
practice for the previous century and a half.

The tax burden, we have seen, was on the workers' o&vzr :

In addition, more than half the cost of the war (somej

$120,675,000,000) was borrowed and had to be repaid by the}
working people. Hence, the overall increase in the future tax
burden in the warring nations was nearly seven-fold: $21,186
~million before the war, but $141,861 million after. Taxpayers in]

’msamsa and the British Empire shouldered the greatest part

of this growing debt, absorbing 29 percent; while the U.S. tax

subtler poison is then invented, a still bigger gun, a still more
powerful explosive. But if this line of thought is pursued, it}

nations, and other solutions will evolve.” 5! 3

The net cost of the First Great War was upwards of

the most, the people of the British Empire bore the brunt of:
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bearers absorbed 19 percent, and so on down the line of war
combatants: the Italians 12 percent; the Belgians 2.4 percent;
the Rumanians 1.6 percent; the Portuguese 1.3 percent; the
Japanese .2 percent; the Greeks .3 percent; and the Serbians
.4 percent. Only the Russians avoided future debts to bankers:
the pre-war State debt of $4,541 million had reached $24,564
“millions by the close of the conflict; but revolution in 1917
wiped the debt away.5?

. For the capitalist nations, however, this increase in State
debt represented the degree to which the people would be
permanently saddled by the financiers. The nations that in-
‘creased their internal debt the most rapidly as a share of the
¢apitalist world total were Great Britain (rising from 16 percent
of the total in 1914 to 26 percent after the war) and the United
States (iricreasing from 5.6 percent to 17 percent during this
period). In order to liquidate this debt, these nations increased
the pressure on taxpayers within their boundaries—the cost of
war hanging on long after the guns ceased to roar.

While they were not asked to decide upon war or even
allowed to oogv& the owners to pay the monetary bill, the
‘people paid in another way: battle casualties took nearly nine
‘millions. Again, to describe the suffering in terms of nations
 of people, the Germans lost the most (2,140,000 or 24 percent)
i followed by the Russians (1,700,000 or 19 percent), the Frenc
(1,384,000 or 15 percent), the Austro-Hungarians (943,000 o
10.5 percent), the British (930,000 or 10.3 percent), the Italian
(468,000 or 5.2 percent), the Turks (450,000 or S percent), th
North Americans (150,000 or 1.7 percent), and so on down th
line.5*

By any calculation, then, the downpayment on the monop-
olies’ quest for profit came from the vast majority of ordinary

citizens. Mass disillusionment with war thus spread in Europe

= by 1916. Revolution overthrew Tzarism in 1917. And by 1918
all central Europe saw war weary multitudes on the march.
' Then came Armistice in 1918. But it was not based on the
libertarian democratic principles U.S. President Wilson em-
: bodied in Fourteen Points of Utopia. It was rather a Treaty of
Vengeance.




L CHAPTER II .
Versailles Bears Bitter Fruit

4 ©'The economic rivalry between England and Germany will
4 Foutlive the peace,” one far-seeing nationalist said during the
swar. Thus, he continued, **Germany must find some indepen-
Edent method of obtaining raw materials for her industries and
food for her industrial population.’

- Germany did not wait long to find a route to rebuild her
perialism. For Britain’s Lloyd George was alive to the rev-
utionary movement of workers seeking to overthrow the ex-
ling order in its political, social and economic aspects—from
“one end of Europe to the other. “‘The greatest danger that |
gee in the present situation,”” Lloyd George told his Versailles
“colleagues, **is that Germany may throw in her lot with Bolshe-
vism and place her resources, her brains, her vast organizing
spower at the disposal of the revolutionary fanatics whose dream
is-to conquer the world for Bolshevism."”

: Britain thus led, and the United States followed, a three-
oint program seeking (i) to confine Germany to Europe, (ii)
10 keep Germany at odds with militarized France and, (iii) to
aken, undermine and overthrow the Soviet: Union by also
ortifying Germany at Russia’s expense.

. The peace conference was used to instrument the program.
Joth the United States and Britain threatened to withhold
ce raw materials from industrial Germany to force her
tary party to give way at the peace table.’S France’s aged
¢ Minister Clemenceau balked, hoping to transfer to France
| territory to the Rhine. But Britain was adamant: revolution
reatened Europe, Germany must not be totally dismembered
t strengthened as a major Continental Power!

Sy
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" dustries were again nourished.
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to build socialism in one country—nholding little interest in
European unification of capitalist and socialist natjons.

But Germany again attempted to consolidate the Continent
under her rule. Britain through the 1920s had protected Ger-
man interests and, with the Americans, had poured financial
aid into industries and governments of the Reich. So strong
had German industry become within a decade of the Treaty of

Hence, Versailles bore bitter fruit in the name of “‘secu-
rity,”” and large chunks of Eastern Europe were bulkanized,
Britain and the United States made sure that the Hapsburg
Monarchy was broken up. Germany and Russia were stripped ;
of their “‘alien’ fringes. From the western lands (Finland, Lat- §
via, Estonia, Lithuania, Poland, Bessarabia) torn by the Cen-
tral Powers from war-weakened Russia, the Allied Powers
created a cordon sanitaire—stretching across Europe almost{ ¢ Peace that Germany again threatened the empires that had re-
from the Arctic to the Black Sea. This was one way to “con-3 newed her vigor: Britain and the United States of America.s?
tain’ the new Soviet Russia. For the units of the cordon were 2 &t Thus, we must understand how, after World War I, Germany
either given a nominal independence or (as in the case of Bes- { | carefully prepared to build a nation and bloc of unbounded
sarabia) turned over to a state like Roumania, all of them obe-; power, to draw Italy to her side, to join Japan in an East-West
dient to France or Britain. Even the Ukraine was slated to} ¢ military alliance and to spread their forces not just on the Ey.
come under French rule, while areas around the Caspian Sea, ® ropean and Asian continents, but on three others as well.
as well as the rich oil deposits of the Caucasus, were desig-§
nated for British domination—plans undermined by the Bol- @ Germany Has Wounds to Licks®
sheviks’ publication of the secret agreements made by the Allies@®*  Germany's defeat cost her heavily: more than two million
during the war,s¢ g | dead, 14.6 percent of her arable land, 74.5 percent of her iron

Meanwhile, steps were taken to restore Germany as ani - ore, 26 percent of ua.n coal production, 68 percent of her zinc
industrial and military power in mid-Europe as a counter-weight ore, and E:o:. more in resources. The Peace Treaty .aan:aoa
to Soviet power in the East and revolution in the West. The @k that the coal-iron steel complex of Germany be dismantled,
Allies supported the counter-revolution against the rise of the f & Not only did Germany cede to Fr ance the pr. ovince of Alsace—
discontented in 1918. With the Versailles peace came support & 8 leading textile center with promising potash mines—but also

for the trinity of Social-Democratic bureaucrats, the Generald & the Lorraine, a fabulous reservoir of iron ore deposits required

to maintain Germany as an industrial power. The Saar Basin,

a rich coal center, was also slated for French administration

 for some 15 years, and a portion of Ubpper Silesia was parti-

 tioned in 1921, resulting in a further loss of German coal
supplies.

Moreover, in order to restore the devastated areas in France

.

and Belgium, Germany was obliged to deliver for a period of

the trinity also saved German monopoly capitalism, sheltering}
the economic system behind the super-liberal Weimar Repub-
lic. Under the Jagade of the Republic, the economy was con
solidated, the German populace was exploited in the qu
centralized monopoly industries, and German warmaking to receive German coal, the quantity to rise on a scale from
> 4% million tons in 1919-20 o 8% million tons in each of the
: eight years from 1921.22 to 1928-29. Finally, the German coal
available for home production was planned for reduction from
“ the pre-war level of 139 million tons to some 48 million tons.

The Soviet Union was in no position to stop the recreation
of German power, Fully occupied in beating back counter-rev-
olution at home and armies of Allied intervention, Russia turned
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These provisions undermined much of Germany’s heavy :sold them at a uniform price of $50 each to a group of indus-
industry. In 1913, for example, some 75 percent of her iron . trialists ina **dummy”’ corporation, The Chemical Foundation.
came from the Lorraine; and 80 percent of her coal came from %This is only one typical example of the appropriation of over-
Upper Silesia, the Saar and the Ruhr. With these coal supplies’ iseas assets. For Germany lost practically everything located
committed and her iron resources lost, Germany could not 7 iabroad, while, for war finances, France relinquished and sold
produce her pre-war level of iron and steel. one-half of her overseas properties, and Britain lost and mar-

Yet German dispossession did not end here. The Allies took keted a quarter of her foreign investments.

from Germany all her merchant vessels of more than 1,600 " What, then, was the sum total of Germany’s loss? The Ver-

gross tons in existence and in process of being built, half her sailles Treaty deprived Germany of:
vessels between 1,000 and 1,600 tons, and one quarter of those one-eighth of her territory
under 1,000 tons. Almost all of Germany’s sea-going vessels : about 13 percent of her people
were lost, forcing her to depend upon foreign national carriers i 74¥ percent of her iron ore
to deliver raw materials and food to her shores, and pick up 45 percent of her coal
.German manufactures. : 72 percent of her zinc ore
External transport disruption found its complement in the * 57 percent of her fead ore
destruction of Germany’s internal communications system. 10 percent of her manufacturing plants
The Dawes Plan had turned German railroads into a col- 25 percent of her rubber supply
Jection agency to pay funds to Allied nations. The Allies’ Re- 19 percent of her coke
parations Commission owned the bonds of this proposed railway 26.6 percent of her blast furnaces
company. And the return on these securities bled 660 million ¥ 19.2 percent of her.raw iron and steel
gold marks a year from German shippers, sellers and con- 15.8 percent of her rolling mills
cumers. These bonds effectively undermined the imperial traffic 68.5 percent of her zinc foundaries

within Germany, adversely shaping her role in European F = 5,000 locomotives
transport. 110,000 box cars

Furthermore, the German breadbasket lying in part of West i, her.whole merchant marine, save 400,000 tons
. her commercial treaties

Prussia and Posen was ceded to Poland under the terms of the & A ,
Peace, losing her a full 14.3 percent of her arable land, 12  her concessions and special rights in China, Morocco, Lib-

percent of her livestock, and 15 percent of her agricultural ! eria and Egypt.

roducts. Poland also gained a part of Upper Silesia, a region : ; . L
moBvE.wEo to the w.zMn. uno%wgm moamv o he German loss of territory and colonies included:

23 percent of total . "
- Alsace-Lorraine, which was awarded to France

German coal and also turning out steel and other metals. , . .
German patents, trademarks and franchises held abroad mcmamu Malmedy and Moresnet, which went to Belgium by
plebiscite :

were also appropriated at either nominal prices or without full - S . ;
compensation. The estimated value of overseas German in- Northern Schleswig which was incorporated in Denmark

vestments was some $3 billion; practially all of them, ten per- by ﬁﬁ.unam:o . .
cent of German wealth, lost. The U.S.-created Office of Alien i Gﬂw&. Mmmgw. which went to Czechoslovakia and Poland
y plebiscite

Property Custodian took charge of some 4,500 German chem-

illions of American dollars; then

ical patents worth several mi Posen and Western Prussia, which became Poland
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Danzig, which was organized as a free city under the

League of Nations to solve
Memel, which went to the Allies and was later transferred - : ine into three parts
to Lithuania in 1923 : 3 include Jerusalem-—.

Kiao-chau, which was awarded to Japan
And Germany's special economic interests and privileges
m Q.,Sw.wmhms.. EMMMMMMMMMM.W@ Pt, the Ottoman ¢ : in a series of maneuvers to
mpire, Bulgaria, gary. interference from the

German colonies were apportioned as mandates of the
League of Nations among Great Britain, France, Belgium, the
Union of South Africa, Australia, New Zealand and Japan—
mandates disguising the process of world re-division. There
were three types of mandatory properties, ‘*‘A," “*B,” and
ann-eo

This system of partition promised Class 4’ Mandates
eventual political independence, For these areas had reached,
the victorious Powers said, a high stage of development and
were to have ‘‘administrative advice” until they could exist
unaided. Former Turkish lands fell into this category, the old
Ottoman Empire being destroyed as it lost all European ter-
ritory (save Istanbul), Syria and old Mesopotamia.
France took the mandate over Syria. Despite a sharp crit-

thority, she cleverly requested that Iraq be admitted to the
League (granted in October, 1932), and finally made that coun-
try into an English protectorate.
The Class “p" Mandates, areas formerly ruled by Ger-
many, were to remain colonjes subject to trade and invest-
ments of all the Great Powers: They were to be **cared for”
greater amount of supervision
Despite alleged supervision by the
Powers other than Britain or France could make few
®inroads into either of these zones.
§For Class B lled as follows:

ppropriated Ruanda-Urundj.
The Class ¢ .&.aam.ﬁ&..!moﬂsws colonies in Southwest
Africa and assorted Pacific Emsam*c..nosmacam as formal col-
onies not open to investments or commerce of all imperial

of World War I1. (Syria was only later divided into Syria proper
and Lebanon, and given so-called political independence in
1936, independence not realized until the Second World War
made France a German colony,) _ : eighboring mand i
_ Like .?.nsnr rule in m&m_m. the wz:.%.Qmmm .:b: Mandate | 5 tions, a process rationalized on the vwmmm of M.Q.W %MMM%GMM,
In Palestine was a hypocritical one. Britain, which had prom- § ulation, size, and remoteness from centers of so-called
ised the Holy Land to both the Arabs and the Jews as a reward “civilization * Therefore the
- for their loyalty during the war, suffered the embarrassment of : » ey we

being unable to fulfill either promise. It was particularly awk-
ward because she decided to hold on, herself, to this strategic |
position in the Mediterranean, a prime defense post near the
Suez Canal, Mediterranean ports and the Gulf of Aquaba, Pal-
estine served as the last link in the strategic chain from Iraq
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In sum, these German colonies were parcelled out in the’ rope, nor deprived of French resources and U.S. high finance.

following fashion: £ As crises recurred and Deutschland was pinched economi-
, : T cally, therefore, Germany would again view Britain and Amer-
Southwest Africa to Union of South Africa . 2ica a8 primary enemies, stalk across Europe to absorb
Western Samoa to New Zealand ~ fresources, and take colonies away from the other Powers by
Nauru to Great Britain, Australia, @military means. Why the sequence of events? Because Ger-

and New Zealand 8
. A many struggled to break three fetters placed on her by peace.
German Pacific Islands o Australia & pe

south of Equator BOne: ;
German Pacific Islands . v : | : Versailles Confined Germany to Europe
north of Equator

=

Britain's economic war aims fitted into four intertwined
. fcategories: First, to undermine German plans for launching a
Since the Union of South Africa, Australia, and New Zealand2post-war economic offensive and thereby gaining ascendancy
were transparently in Britain’s sphere of influence, the Classgin competitive markets; second, to protect British industries
«C'* Mandates were actually split between England and Japan. 3l upplanting German ones in both Britain and foreign markets;
Hence, Germany's colonies passed to the other Powers,Zthird, to tighten Britain’s empire trade, pool empire resources,
mainly into British and French hands. The Mandate System#and strive to become economically independent of the Central
apparently abolished colonialism in a small portion of the world;§fPowers; and, fourth, to keep the European Continent divided
but in fact it strengthened colonialism by tying former German by allowing Germany to remain powerful for operations within
colonies tightly to the French, British, Japanese and BelgiangEurope, but weak for commerce with British colonies and Do-
empires. Although Germany still required colonies to service; minions.*® Clearly, Britain saw Germany her primary enemy
her machines with raw materials and feed her workers, shedin the struggle for empire. So, “Putting it fairly,” Australian
now had to depend on the colonies of other imperial Powers#Prime Minister Hughes deftly surmised, ‘“‘the struggle between
With the world re-divided in this fashion, the Treaties offthe two races” —the British and the Germans—''is for eco-
Peace terminating the ‘‘war to end wars” sowed the seeds of fsomic domination or supremacy.”’
future conflict. The Treaties were conceived in hatred, ven-B Once again in history, the other nations of Western Europe
geance, hypocrisy, and force, and beclouded by the idealismfwere only pawns on the Anglo-German chessboard. Even
of Wilson's Fourteen Points. The Allied secret treaties to di-@France, having acquired considerable military power during
vide German territories and colonies simply superseded Wil-fithe war and as a result of the victory, could now be checked
son’s Utopian plan. So, as one contemporary political gon the European land mass by a British balance-of-power pol-
economist exclaimed: **The current conception of peace is stillficy which made Germany strong. And the Continent divided,
that of an interval between inevitable wars, not that of a new#Britain then schemed to displace German economic power and

¥

and lasting state of human society.” What, then, did the peace fkeep Germany confined to Europe.

of Versailles signify? Indeed, even before the big guns ceased to roar, in Feb-
Gruary, 1916, a secret British War Office memorandum recom-

(ii) Britain Fails to Shackle Germany Smedned that British traders should be encouraged to establish
The war was over and Germany's territory, assets, and co i mselves in former German markets during the reduction of
onies were divided among the Allies. But this redivision did@verme trade. *‘By checking German shipping and German

not—could not—Ilast. Germany could not be confined to Eu- imports of raw materials during the period immediately sub-

i
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Sequent to the declaration of peace,” this memo begins, “‘by,
ent. on British territory of manufactures of sych
es as anniline and potash of
the present has held the monopoly an
syndicates, cartels and trusts to compe
organizations, much may be done to
retain the advantages jt has gained, The British Empire cap!
supply everything which is needed for trade or B?:mmﬁcgm
and if properly organized should have nothing to fear from th
competition of Germany, >c3‘_.m-m§mm§ Bulgaria and Turd
key which Germany is seeking to unite in a central Europe,
economic alliance, 60 ,

The Central Powers had

icted on Germany did not affect the center of her monopoly
A power. The basic industries angd the combines with controlling
which Germany up togfluence were left intact. And with the inflow of British and

d by the formation OIg V.S, capital, the fundamenta] industries were modernized,
te with similar Germ

thereby planned to create » mass]
market to absorb thejr excess goods; Although efforts to formj
a Central European Economic Unijon had failed in the yea
preceding the war, when the conflict began and Western mar-
kets closed for German g0ods, new efforts to build an ecos
nomic alliance were made. While each économic class looked!
to its own pocketbook-—and peasants, maacﬁaw:ma. workers
and traders held divergent views—the fear of outside, Allied,
Powers drove Mmany classes together to plan for a common

trade zone, a tariff union to parallel the powerfy] Germa
Austro-Hungarian military alliance 61

yin

products such as
 In fact, the need for
rowing as a rising pro-
ms was exported.* But

was not all.

# Germany's re-industrialization would also serve to keep
permany and France at 0dds, since the two countries would

ays cast longing €yes at the Lorraine ores and the Ruhr
pal, neither controlling both areas. Germany would continue
® depend on French iron and farm products, and sell to her
manufactured goods, Meanwhile, Germany would remain able
B export both resources (coal and pig iron) and manufactured

roducts (steel, and textiles), France woulg re-
reéadiness for renewed conflict.

Two: Versailles Forced an Economic Division
of the Continent

Qm:dwz% aamomga, Zﬁznw aa<w_ovaa between w:.zm? % *British exports of coal, for example, were 11 percent of ali production in
French and American trusts to usurp positions woﬁzmlv\ held$ #% 15 percent in 1890, and 23 percent in 1907, Similarly, English exports

bt in.d o P8 iron were 15 percent of all output in 1875, 14 percent in 1890, but 20
by German capital in Europe and abroad. Yet the losses in-§ ntin 1907,6¢







e

--

.

58 ; , Arms & Empire i Versailles Bears Bitter Fryi 59

ties of peace. Hence, Russia was stripped of land for five nevtr built to specification of financiers like the J.p. Morgans and
states. Seven nations emerged from the Austrian-Hungarig f Rockefellers, who literally controlled world exchanges and
empire, And twenty-seven customs areas appeared where bef* global commerce. Finance, production, commerce and peace
fore there were twenty, So many new geographic entities h ¥ were now obviously a whole—without the first the entire Sys-
emerged from the ashes of war that regions that once pride tem would lead directly towards new conflicts and perhaps
themselves economic autarchies were undermined. Importanf* war, And even wi war was inevitable so long
urban manufacturing centers were cut away from rural ¢ Continent continued. Al
sources. Railroad lines and canals, once servicing the inte

workings of one nation of Eastern Europe, now led to somg s
other nation’s capitol or financial center. To protect themselveg® tional currency an
by building up national self-sufficiency again—or for the

enerate trade in the 1920s,

A .,M,.SQ had failed dismally by the 1930s: world markets withered
time in the case of the new nations-—the government of ead s away, owners’ production closed down, unemployment esca-

tried to secure home industries with tariffs and to subsidiz ¥ lated, and economic ngo:w....vwoana:w home markets and
domestic production with tax revenues. Nonetheless, nationd building exclusive tight-knit empires abroad— haunted the
production remained small scale, profits stayed low, unem

ployment was high, famine and epidemic were frequent. B
contrast, only the U.S, had accumulated wealth from the
and its aftermath, amounting to $186

pete in a world
and military power?
d nat

16.4 percent); Italy’s share remained the same (4.8 percent}
France's share had edged upwards (11.9t0 12.5 percent); by
Germany’s share was undone from $77.8 billion (16.2 percenf
in 1912 to $35.7 billion (6.6 percent) in 1922167 So, hat in hand] the United
Germany led a file of Eastern Central European borrowers . 28, in fact, Ger-
Wall Street. P -/ percent of the total prod.-
After 1922, U.S. lending to Europe also rose. So large wil | wers—a figure desperately close to
the production of U.S. 8oods that exporters pushed loans & percent. So within Europe these two
finance new sales, For among the seven mightiest capitalig €e again moved into heavy competition for
Powers, the U.S. produced some 51.4 percent of all output s markets. Bloc alignments and, finally, competitive military
1911-14, but 63.2 percent in 1924-2618 And in fact, now th st around the corner.
whole system of capitalist production, trade and prosperity i
Europe became based on U.S. bank capital. For if the Ame
i e refused loans to Germany for wa
reparations to be paid to France and Britain, then these nations
in turn could not buy from U.S. manufacturers and farme .
and the whole system would crumble.

. Consequently, European production was only waacm:v. ‘ i




CHAPTER Il

Conditions for Conflict
Still Exist

? Even before World War 1 ended, the economic struggle for
4 empire was renewed. The eternal optimism of the British im-
& perialists: was exceeded only by their involved schemes for
{  expansion. Britain hoped to keep the United States and Ger-
E man interests out of the British Dominions. But at the Imperial

War Cabinet meetings in March and April 1917, the Dominions

showed themselves unwilling to yield an inch of their political
autonomy for the cause of imperial federation. They remained
lukewarm to Britain's proposals for national ore and metal
trading companies to be set up in each Dominion with an in-
ternational company for overall supervision. This was a plan
1o exclude foreign, particularly United States and German,
interests from controlling Britain’s far-flung mineral resources,
on the ground that this would somehow detract from the Do-
minions’ *'local autonotay.”” Opposing such hypocrisy, the Do-
minions were equally unwilling to promise not to restore trade
felations with Germany after the war ended.”®

The United States was meanwhile alive to the British in-
trigue. President Wilson suspected the British of harboring the
most sinister economic war aims, viewing the resolutions of
the 1916 Paris economic conference as a blueprint for Entente,
chiefly British, world economic domination. But even Wilson
was not without his nationalist bias, initiating during the early
months of the war a policy by which his administration would

id American businessmen ‘in replacing German and British
; trade in the Western hemisphere.”! Cleverly, U.S. businessmen

thung on to this goal after the war, as their agriculture-and
industry demanded foreign markets again.

61
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* capital equipment destroyed in the war; but even their boom whom
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When the war was over, new struggles suddenly appeared @ peyq 1o provide some measure of security against the recurr-
on the European horizon. For the titanic conflict had severed € once of war—were so strongly resented by the people at whose
all trade with the enemy and the narrow peace had created | éxpense they were made t
7,000 long miles of new frontiers that soon surrounded them-
selves with tariff walls. Russia had left the capitalist market.
place, while the traditional markets once held by the
industrialized Western nations were filled from domestic work-}
shops and factories, and imports from others. True, wﬁw@s.
and northern France devoted their factory systems to restoring

rible reality:; today an ill-equipped Germany sees herself sur-
rounded by powerful antagonists who continue to fear us and

, for this Very reason, we must fear. For in this age of
of 1919-20 was modulated by the lack of markets. So capitalist government by the people the decisive and almost the only

nations soon tried to restore the exchange of goods by lay; & c2use of war is the fear of war. Who is to protect us from
the foundation for the exchange of currencies on a fixed basis, ity

calling up international financial conferences in 1920 and 192.8 The fact was, however,
Next these nations determined that trade could not be restoredd™ did exist were themselves ¢
if the industries of trading partners were not uplifted; so U.8S.} ‘mentary debate,
and British capital was loaned and invested in Austria (1922)

then Hungary (1924), Italy, Czechoslovakia, Roumania and

Bulgaria (1925), arid Germany itself (1920s). With trading part {  tonationalize the means of production and place these means
ners and means of steady exchange of currencies, the United@ under popular control. Economic development therefore was

States and Britain thought world commerce co little more than advancement from pre-capitalist production to
But it never was. Anglo-Sax capitalist ownership, large-scale employment of wage workers,
nations on steady economic feet,

arket—first by protecting the
duce for the same markets U.S,

en by exports at competitors’ expense, The
to win. Brave hopes for unfettered tra L owners’ fears of losing markets was soon relayed in parlia-

ringent protective laws, more

that the popular governments that
onfined within the frame of parlia-
economic reforms, and protection of national
Xpense of the interests of capitalist enterprises
Save in the Soviet Union no attempt was made

Commerce, and the International Labor Office. They coul
speak firmly of equal application of trade barriers and ::.5. L
clauses, commercial settlements and taxation procedures; but intervened by others.
they had no power to prevent nations from trying to accomplish
self-sufficiency behind walls that blocked out foreign good
More hopes were expressed in 1927 at the World Economic

So indeed there was N0 protection from war, given the di-
vision of territory, peoples, resources, wealth, commerce, for-

eign loans and investments, shipping, and thus continued
Conference: tariffs and duties should be lowered to encouraged profits, set up at Versailles. In severa] regions of Europe, alien

free trade and stimulate production worldwide. But, again, few; rile was now maintained over large minorities of people who
were listening, so only a handful of tariff schedules were low belonged ethnically to other states. The existing political and
ered. There were more important matters to think about. Fo g teosraphic boundaries held these minorities in subjugation, in
now the territorial and political changes wrought by the warge the name of national security in case of war. This was arro-
and sanctioned by the peace tr eaties—changes which wereg gantly claimed to Promote the political and territoria safety of
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w ‘ France and the nations allied with her against attack from the pand the size of establishments and “dump” a portion of the
w outside. But there were other factors which appeared to make f&  product in foreign countries for whatever price might be obtained.

. In the main, international competition occurred in areas which

P war inevitable—national monopolies and cartels breaking down, #-
4 world commercial redivision accompanying overproduction, &
tariffs and dumping, and a return to tight-knit empires follow-
ing world crises and political antagonisms.”

did not produce the commodities in question. Cut-throat compe-
tition naturally created in due course a strong demand for price
agreements which would prevent outright losses ‘in competitive
international markets and stabilize the situation. By such a pro-
cedure it appeared possible to reduce the prices in the producing
countries. The final consideration was an important factor in de-
. termining the policies of governments toward cartel organizations.’**

(i) National Monopolies Create International Pressures

War may have cleared the social ledger of previous antag-
onisms between former national monopolies, and the Versailles f ’
Treaty may have provided the basis for a new power equation used the State to protect acaoms.n markets md@ %.onﬁmu prod-
between nations. But that Treaty also demanded national self- § UCts and thereby kept prices at higher levels within these mar-
sufficiency, creating the very conditions which led to World & kets. For these measures the ordinary people paid the bill, both
- War 1. The competitive struggle of self-sufficient national mo- & higher prices for most commodities they consumed and in
g nopolies for domestic and foreign markets was now likely to State tax .nczan:ozm for programs benefitting axw Bmvacmo:am.
: lead to the dumping of goods, to cartel agreements to prevent .5 their quest for super-profit, the monopolies uwnwmg up
losses, and—once these cartels broke up—to the military ex- their domestic prices at the same moment they formed inter-
tension of the marketplace. ! national cartels to divide the markets of the world. French

These, then, were the logical measures following the economist M.C.J. Gignoux argued in L'aprés-guerre et la po-

Treaty—at least they were the probable steps said Mr. Louis @ litique commerciale (Paris, 1924), p. 192, that giant producers
g Marlio, director of the world aluminum cartel: § . should be making agreements ‘‘which, in the allocation of mar-

kets, achieve great results with little difficulty. . . . [This] might
prove no less useful ir the distribution of production, and would
bring it about more effectively than agreements between
States.”

Cartels, it was believed, would force nations into political
agreements, a point stressed for the heavy chemical industry
by M. Duchemin, the President of the Union des Industries
chemiques:

The last step, however, never took place, as the monopolies

The industrial handicap in European countries has been ac-
centuated by prohibitive custom barriers and other nationalistic
economic priorities. The difficulties in this connection were en- 2
hanced between the two wars by the provisions of the Treaty of $
Versailles, which increased by 50 percent the number of indepen-
dent European countries. Each of the newer countries was seek-
ing to buttress its political independence by attempting to achieve
economic self-sufficiency. The political uncertainty in which Eu-
rope lived throughout the period between the two wars strength-
ened the powerful tendency toward economic nationalism. In short,
nearly every country sought to develop within its own territory
the key industries which were considered essential to their na-
tional defense as well as to their economic well-being.

o
Gt

If, disregarding frontiers, similar industries get in touch and
conclude mutual agreements for the rationing of their products,
in conformity with national and international requirements, taking
into account the new situations which have arisen;, if they suc-

In the n&maam situation there was a tendency in each of the ceed, first by national agreements and then by international agree-
i European countries for small scale independent producers to be . ments, in diminishing general expenses, improving output and
b replaced by one or a few large companies, Even so, the domestic & eliminating second-rate factories or factories whose geographical
1 market was usually not large enough to permit the realisation of £ situation is unsuitable; if they cooperate in organizing their sales:
4 the full advantage of large scale enterprise. With still larger plants, & they will obtain a dimunition of cost prices and greater regularity
“ unit costs could be reduced. Hence there was a tendency to ex- @ in production, two results which would be a source of satisfaction
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to all and which would en ender a mentalit favourable to a lon Per Cent Per Cent?
reign.of peace. g 4 ¢ of World of World
In short, the first step is not to conclude inter-State agree- WMM. @Ww\ Sugar me Qmmi
ments, but agreements between the industries themselves which 1937 ” ﬁw%m 1930 61
would render the mcgna:n,:” conclusion of inter-State agreements 1999 490 Artificial Silk 1525 7

possible,’s

Soon a long list of industrialists and politicians echoed this
“need” for international cartels to regulate production and
sale. M, M. Metzner’s study of Kartelle und Kartellpolitik
(Berlin, 1926), pp- 100-101, lists a wide assortment of high-
laced personalities favoring cartels: Herr Stressman, the Ger- 3
Wg O%gnazoa of mcaomw:wk»mm&_ﬁ Herr ﬁga&aawﬁm. the () The Rise and Fall of Cartels
German Secretary of State; Herr Deutsch, the President of the £ The cause? The contradiction between the increasing abil-
giant German electrical trust, Allgemeine Elektritzitatsgeselis- ity to produce and the decreasing ability of the marketplace to
chaft; M, Loucheur, an important French Deputy; M. Cail- ; absorb led to the periodic formation of cartels for limiting pro-
laux, a French Senator; Mr, W. Leaf, the President of the duction, dividing territorial markets, taking fees and setting
International Chamber of Commerce; Sir Eric Geddes, former j moreover, not suddenly,
President of the Federation of British Industries; and Mr. ompetition between giant
Hodges, former Secretary of the Miners® Federation of Great - e market,
Britain. Often competitive monopolies had been compelled to in-
With so much political support behind monopoly needs to & o °rease their investment in new capital in order to expand pro-
divide markets, regulate output and set prices, cartels extended xed costs and thus the
their activities with renewed vi : peting monopolies from
utlets and pro- 3 various nations followed the same course, over-production per-
N many nations, especially in the latest tech- 2 ennially appeared. The only way to capture wider markets then
nology of automobiles, chemicals and chemical engineering, & was price-cutting. And each big company vigorously slashed
led by such monopolies as Courtaulds, Unilever, and 1,C.1. of E prices to absorb competitors’ markets and to protect their own
Britain, G.E.C. of the United States, E.M.I. from the Conti- > sales, ;
nent, and Ford and General Motors from Detroit. Meanwhile, ¥
cartels grew in number and power. There were about 100 global
cartels in 1910, but by 1931, 321, mostly in three key industries
-accounting for two-thirds of all global cartel arrangements. For

there were 50 cartel us metal indust

1939 490 Synthetic Nitrogen 1932 67
1937 92 European Lumber 1926 75

1939 91 European Steel 1929 321,
Bottle Glass 1932 91  European Steel 1936 - 45 w
‘Electric Lamps 1939 90 .

2% not absorb sufficient products (like iron ore). The cost of fixed
1 = capital no longer in use would then have to be spread over the
3 remaining goods which still could be sold on the market. Mar-
> ket prices would therefore have to be raised to cover costs.

4

portion of world production, as the following table shows:
*Permission to quote from Louis Marlio, The Aluminum Cartel (The Brook-
ings Institution, 1947), pp. 7-8. Copyright by the Brookings Institution.

70 percent of world exports,
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8 have a unit cost of $100 leaving a $40 profit. By contrast, the
L new firm's output and sales have meanwhile risen from 10 to
E 20 units, thereby cutting the unit cost of production from $100
10 $50. Thus when prices plummet from $200 to $140 profits
fall more slowly—from $100 to $90.

Eventually, the new firm outlasts the crisis. But the old
firm has suffered a falling profit return on capital and has dif-
k- ficulty staying above water. When it finally folds, the new firm
P casily absorbs its market—10 units—and raises the price mo-
i nopoly-style. Here is the new firm’s motive for breaking the
cartel, ensuring the demise of all cartels.

But this would price the goods out of the market. And, even
if the market price was slashed to meet monopoly competitors,
fixed costs could not be covered and losses would lead towards |
bankruptcy. The monopolies concurred therefore that they &
could jointly protect their profits by limiting output and forcing2
prices to rise—'‘primarily in the interests of the members of 3
the cartel itself,”” one economist said.

Big companies retained the advantages, first in the com
petitive markets, then in the formation and destruction of car- 3
tels, thereby in profit-taking and loss-cutting. ”

Monopoly groups, for example, could install new machin- &k
ery to expand output when the market increased, and they §

could cut production and fire workers when the market de- Before Price Fall After Price Fall
clined. By contrast, smaller and older firms often could not g o fev o pow
expand output when the market rose or cut output and fire £ geiling Price

workers when the market fell away. They had to maintain pro- §& (Each unit $200 $200 $140 5140
duction to cover their fixed costs of machines and their skilled, rnm.pw_gnm%o%

irreplaceable employees. So clearly big firms were better able Total Costs

to decrease production in times of market glut, absorb the loss R 31000 oo $1000 o $1000 oo $1000
resulting from the increased unit cost of machine output, and Units Made 10 10 10 2

cut labor costs to the bone. Profits Before
' Other Costs

The monopolies were also better able to prevent losses by (Each unit) 100 100 40 90
creating cartels to divide the remaining markets between them-
selves, to set prices and to control output and profits. While
both old and new giant firms benefitted from these cartels, {
generally speaking only the new firms with unlimited amounts
of finance were able to break them by increasing plant capac-
ity, thereby enlarging the volume of output on demand. This
allowed the new firms to minimize their losses in a way that each and every firm sought an advantage at the expense of all
was impossible for old firms with limited financial resources others. So as times changed, as the market expanded or con-
and machines whose capacity was also limited. : & racted, cartels were created or annihilated.

*

For example, many old firms simply could not double pro- “When the market was extensive cartels were not needed to
duction, as the new firms could in the face of falling marke limit output and set prices. Thus, early after World War 1,
prices. As shown in the table, p. 69, the old firm could not industry could not fill the markets available., Though Britain
protect its profit margin.”® Here the old firm sells 10 units each ¢ conquered many of Germany’s old markets, there was still
at a price of $200 and a unit cost of $100, leaving a $100 profit. 4 - plenty of room for Teutonic sales expansion. Thus as Europe
When the price falls to $140, however, the same 10 units still @ was rehabilitated and integrated into the market by 1928,

t  Thus, as the unit costs of fixed capital rose in the face of

falling market prices, cartels were periodically destroyed by
. the largest, most resilient companies. This destruction was
simply a product of the economic conditions of the times, as
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German exports rose 34 percent above exports in 1913. Under Price Sales Cost Sales wmww‘
i3 H per X in per X in i
such conditions, cartels were largely confined to operations Uit Units Ot Units [ s

within industrialized nations—Ilimiting production and allocat- (i) (i) (ih]

ing markets to members. And the only known international 3 Refore Breaking Cartel $7 x 10 = 70 $3 x 10 = 30  $40
cartels in operation were the potash producers of Germany 3 ter Breaking Cartel ~ $6 x 20 =120 $2 x 20 = 40 _ $80
and France, the copper and diamond syndicates, and—cov- £ Net difference from breaking cartel 40
ering the whole of Europe—the rails and pipes cartel, the wire & ¢Less Cartel Penalty =30

¥ Iprofit from Breaking Cartel $10

combination, and the incandescent lamp cartel. Most of the
so-called international combines were still loose associations 3
which did not stop their members from individual market ma- |
nipulations. Before 1929 then, only the Swedish-North Amer- 3
ican match combine and the German-Dutch margarine trust 3

rigidly controlled output, sales and prices of all members.” 3

World-wide depression made a difference in the pace at @
which cartels were both formed and destroyed in the 1930s. In 5 0l) Profits Down, Tariffs Up
such heavy industries as chemicals, steel and transportation, ¥ Once the world market was saturated, cartels fell apart—
new cartels were formed; cartel adjustments were periodical sles and profit-rates tumbled. The monopolies now tried in-
made to the output quotas, market areas and prices of individ creasing production-voiume, hoping to lower unit costs of fixed
st producer with the capital, reduce prices and maintain their share of the market,

ual firms: but very frequently the large
greatest fixed capital investment (the new firm in our example & &and, in turn, keep surplus-margins from falling.

above) saw an opportunity for extra profits by violating its Firms increasing their investment in plant and machinery
conditions. Individual firms felt themselves free to expand their relation to their payment of wages forced other firms to take
operations in spite of cartel quotas (the new firm after the price igsimilar measures—over and over again. But the more they in-
fall in the example) and the penalties for a breach of cartel T wsted in plants to employ workers to produce more goods that
provisions. Therefore, owners reasoned, ““The question to be could not be sold, the deeper the market crisis grew.

considered is not loyalty to the agreement, but simply the & The national average rate of profit was bound to fall as
mathematical calculation whether the reduced cost of produc- investments in technology rose more quickly than payments

tion anticipated from increased output does or does not exceed r wage workers in this or that ‘ch cn:o@.. For now the
the amount of the convention [i.e. the cartel] penalty.”® If S oceeds from the sale of commodities on a failing market had

costs were less, production, sales and profits were increased— 0 oer added fixed ovwnma?. cutting 58.30 owners' surplus.
a4 sintenance and the expansion of factories soon absorbed an
all in violation of the cartel agreement. . . v : . .
. ; ! increasing portion of sales revenues, then, with the total in-
So the point was reached time and again where the cartel B iestment in means of production as a share of workers’ output
penalty was exceeded by the extra profit margin between lower 3 increasing in Italy, Japan and the United Kingdom, but de-
costs and lower prices. Then prices were further lowered in & Fereasing in Germany and the United States—nations where
violation of the cartel provisions and the volume of production Foverproduction was the greatest and cartels to stop €Xcess in-
was increased, forcing unit costs to fall, profits to rise: wstment and output were most numerous and most resilient:

ince the market of the violator was often extended into the
territory of the other cartel members, a new price war ensued
hetween the former cartel participants, this struggle to sell
rplus goods soon leading to a redivision of world markets.




72 Arms & Empire Conditions for Conflict Still Exist 73

, Investment as Percent of Workers' Output#! € lace took the role of wage workers ownin

g no productive prop-
United United erty. This forced wages down as the supply of workers
Ve States  Germany Kingdom  rraly Japan$ periodically outdistanced owners’ demand, owners extracting
S 1910-14 18.0 n.a. 17.3'€ f total surplys val, hi i i
g alarger sum of 1014 Surplus values from this growing working
: 1920-29 17.3 13.8¢ 1888 nec s Ow Iso i dth
1930-38 12.5 12.2¢ 9.1 16.1  27.1¢i class, ners also increased the

speed of sales, allowing
(2) 1925-29,  (b) 1919, () 1930,

them to get their capital back faster. Fast-return aj]

gowners to re-invest in new means of ‘production
As more and more of the social product was devoted to the} 3till more goods, which, once sold, realized again
maintenance of the means of production, less and less w, nvested capital. At each turnover of capital, then,
available for surplus to expand factories,

gthe surplus values the workers embodied in the p

roducts; the
. re rapid this turnover, the greater were the toral surplys
£ S¥alues taken by the owne

Is in any given time period.87 This
§ increase in the mass of surplus, then, tended to increase the
£ yearly, monthly, daily, or hourly return on invested capital,

E In sum, all three of the forces mentioned here Mitigated
ny fall in the average rate of profit, In the United States these
Florces cumulatively pushed the rate of profit from the zero
figure experienced in the Great D

(d) 1938, (e) 1930-37,

owed the
to produce
surplus and
owners took

epression to over five percent

Percentage Distribution of Income® o0 capital by 1940:

: Workers' Owners’ ;

Compensation - Ancome Qaq\ﬁwnaﬁc&u i

. wwmw”mm mw.w Mm w w% Labor Costs Net Profir Ratets

i 1929.38 ma. 9 : 3 u. ; 1003 ‘Plus (Loss) After of

L ™ . : , Sales Costs Taxes Profir

m Of course, the workers bitterly fought for this relative i f u.w mmwmu%& (85 S%me& %AW.NS

: ase in the share of their output, the owners yielding to} So.w.wc 4,778 :M.u

” workers for their extended needs, m:a enduring a relative 135,955 6,947 5.1
crease in the amount of surplus-taking. 84 231,417 10,518 4,5

However, other forces worked in the opposite direction

For example, the growth of investments in machines relati
to wages paid (i.e., the rising organic composition of capi
increased the productivity of labor. Since this increase was ng

wholly paid out i owners gained a
value.s Also, as

the largest companies moved to enlarge their
us by expanding output sold in protected and

<. .more, italist world
product impressed them ; hich did exist were loose-kni
ufacturing or other commercial occupations, expa

nding the? ‘bon/sales €Xpansion by in
the pop!

capitalist base of production.

An increasing part of

’
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factures—11 percent tariff in the 1920s, but 17 percent by
1933—, with the overall average rate of duties more than dou-
bling from 4%2 percent to 10%4 percent during this time period.
Meanwhile, a new flight to tight-knit empire had begun, closing
down still more markets. And the lesser Powers looked askance
at the twisted commerce of the world. They had little choice
than to follow the big Powers’ lead. Italy and Spain thus cut
~ off U.S. goods from their markets in 1930. Switzerland did the
First, profit after dumping is greater than before exports; . same by boycott. Agricultural tariffs also competed fiercely:
Second, variable costs (such as wages and raw materials) wered German rates bested Italian ones; Italian rates outflanked
$3 before exports, but $6 after exports began—the increase £ French ones; Dutch, Swiss and Danish rates were high enough

of §3 being covered by the dumping price of $3. 2 ¢ 1o block out foreign grains, but not so high as to protect in-

Thus, dumping operations pay as long as export prices equal £ efficient farmers at home. The trade-off of favors between na-
the increase in total costs of producing exports. That is, ‘‘ex-T tions was now charted in a way that encouraged imports from
port increases the output capacity, and, by the fuller utilization £ nations which cut their rates in return, making bilateral trade
of permanent plant, lowers the general average of costs of 3 the wave of the future.
production; it is, moreover, profitable as long as the exportjh  Small wonder many business groups that were losing mar-
prices, even if they do not reach this average, exceed the in {ets wondered aloud the net result. Thus, for example, the
creased working [i.e., variable] costs occasioned by the pro-Z. Comité de Laine and the French Silk Federation, both cartel-

duction of the exported material.” Also, ™. . . the lowering of like organizations, voiced a developing reaction against

the average cost of production not infrequently leads to a re-g protectionism.

duction of the home price, even though the latter still has to2 It would be desirable—and here the intervention of an organiza-
bear the whole burden of overhead costs.”?? By lowering the gl tion like the League of Nations might be most uscful—that Na-
domestic price, a Jarger share of the home market can thus bed tions not only in Europe but throughout the world should consent

: ] S to abandon the rigid protectionist attitude which seems to have
conquered—itself made possible by dumping 1n the 1930s. been the general rule in recent years. It is not by working behind
Then dumping brought on another tactic of comp:

etitors. 2 mamcgacsﬁwwm ».Gcmsam barriers that M:acwi Bmﬂw«m n«ﬂmﬂmm.

; . ; ; i ive nev oved to be a tion.: Indus-
For as mzmdxaw became 2 oomuaon wgn.:na among giant firms, ;8 WmMM Mﬂnww noM«MM. mmnnswwww vwomowm“:.nvﬁar wrow%a:ea carefully
each year's crop of new tariff legislation closed down mor thought out—adequate but moderate. Excessive protection fos-
and more markets. Where America's Hawley-Smoot Act of: ters inertia and leads to ruin. The stimulus of foreign competition
1930 sealed off U.S. markets so European countries could is indispensable to any industry if it is to prosper.®®
never pay their Wall Street debts, England’s overthrow of a
century of free trade came in 1932 when a 20 percent tariff
was put upon imports of foreign manufactures (with up to 33
percent on some and ten percent on most semi-manufactures
and foodstuffs). Germany pushed tariffs on rye to three times
their price. France uplifted its wheat duty two times on foreign 1
grain, also imposing a general increase on imports of manu-

Fixed costs are thereby spread over a greater volume and
number of units of output. This lowers the unit fixed cost ofs ¢
domestic sales, thereby increasing the super-profit on each g &
item sold at a monopoly price in the protected home market
A portion of this super-profit offsets any loss due to overseas z
dumping at prices below the unit cost of production. :

There are two important points stressed in the above table

But moderate protectionism never developed; instead owners
constructed tight-knit empires to shore up diminishing markets
and declining rates of monopoly profit.

(v) Big Companies Choose Up Sides

At the root of the economic malaise was overproduction.
The monopolies could turn out more in a day than the market
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could absorb in a week or a month. Then, as big companies
tried to capture the same markets, the victory of one was the industries, eliminated the i
loss of another. This is why so many companies that lost—and .. ment of fixed capital in the most efficient, and then limited
all monopolies eventually fell in the losing category—-de- ~ production by agreement-—theorizing:

manded tariff protection, bilateral trade, State export subsidies
and the like. Whole empires were enclosed with preferential
trade rights to kee

Levy suggested the crisis could be fought if monopolies ruled
all imi inefficient, increased the invest.

War industries, States (newly founded since 1918) ‘which all do

t . g their utmost to be self-sufficient, the strong protectionist spirit...,

p foreign goods out. And the big companies - all these have worked together to the excessive enlargement of
industrial power, while the world demand and purchasing power

" have remained in a relatively backward state. The movement to-
wards concentration may be regarded as the means, or one of the
means, of bringing about a new organization of industry, keeping
only the best works equipped for production and so lowering costs
and prices, 102 -

The monopolies soon brought their plan into effect: rule
over output levels at home and abroad stopped overproduction,
ontrol over colonies checked the potential power of co-
people to raise raw materials prices by playing one raw

own right on a national and world level, now ran the world

economy. *'What,"" the socially-concerned pondered, “'is going
i irg 71199

to be our attitude to the new state of affairs? material buyer sgainst another.

. Allthe ~amamwm owﬂn&i natio . Colonies had to trade with the domineering Power now,
as it became evident ¢ . and they were often enclosed with the mother country within
Levy, 8 2 single tariff wall which forced added Payments from all out-

and ¢
lonial

it is suffering, because those Ew..lmonoamzm to the ‘Survey of 3
Overseas Markets’—are undoubtedly due to the excessive pro- ;
ducing capacities of the world’s industries,**100 :
The League of Nations took up the problem: , half, Percentage reduction of tariffs by the Powers to colonies

One of the most disturbing Characteristics of certain industries & andneo-colonies was greatest for the United States and Japan,
lies in the excess of productive capacity over actual requirements, followed by Portugal, France, Italy, Spain, the British domin-
It is necessarily difficult to determine whether such excess is likely @& ions, and finally the British crown colonies.

to be permanent, and whether a policy of conservation or of scrap- & Often, in addition to tariff reductions, formal colonialism
ping [of industrial capacity] should be pursued. Excess capacity & informal Neo-mercantilism was practiced. Called “‘assimi-
may equally well be due {0 an increase of plant, or to a falling-off & lation,” a single tariff waj surrounded both the colonies and

in demand or to a combination of these two causes. In the case X S ey
of the iron and stee] industry, shipbuilding, and cotton industry, & the ao::zm:am Power, But this did not always mean that co-

and the manufacture of certain chemicals and dyestuffs, the growth & lonial products entered the imperial country without any tariff

of plant in one part of the world or another has been the main § charge, since minor charges and tariffs of 20 or even 50 percent
cause of present difficulties. 101 & were common.

Qi
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Finally, there were a whole series of methods to keep col-
onies and spheres of influence in the zone of one or another
imperial Power. Among these were various minor duties and
fees charged colonial products, while outside resources of other

(vi) Monopolies Rope the World

Both before and after World War I, some two-thirds of the
 globe's inhabitants produced foodstuffs and raw materials and
another one-quarter worked in industry. (The remaining 8-9

Powers had to pay r.mmwnq sums. To the same effect, manmn.a percent were found in the area that became the U.S.S.R.) War
nations used discriminatory classifications of goods, adminis- altered little—master nations controlling the division of world
trative discretion in valuation, enforcement of merchandise E labor merely changed seats 108

P teeg 103 i ] ey g : :
marks acts and similar devices.1?? The goal of each imperial ‘@& s capitalist industrialization quickened, two-thirds of the

nation was thus a common one: to exclude goods coming from 3§ _‘ world's workers suffered a corresponding exploitation as they

outside the dominant H.uoénw.m. sphere of msmﬂwa:na" S‘ac:m::n" £ vere hurried to produce food for industrial workers and raw
an exclusive commercial empire for the dominant nation. & materials for owners’ machines. And, exploitation also grew
It followed that tariff zones or common markets solely ben- @ yithin imperialist countries, as expanding industrial production
efitted the monopolies operating from each .Evam,w_.:m:o? It & metimes drew an increasing proportion of the swelling pop-
was mercantilism with its wig off, one scholar insisting that ulations into the class of wage workers:

*Under modern neo-mercantilism assimilation and preference

1 H 106
work almost exclusively to the benefit of the mother country. Increase in Workers and Population, 1920-1940/41
: B . . . Population Workers Increase
Metropolitan tariffs are designed primarily to protect the home - Increase (Decrease)
market; assimilation under such tariffs protects the colonial  Great Britain 4,400,000 4,826,000

market for home products. The products of the colonies, how- 10,600,000 7,580,000
ever, generally different from those of the home country, gain WM_M%,m% Nm*ﬁw.ﬁ
practically nothing from assimilation.” Similarly, he said pref- MSPoS 5'977.000
erence ordinarily helps the colonies little, for the colonial prod- 600,000 mko“oos

ucts, chiefly otherwise unobtainable raw materials and staples
and sometimes distinctive foodstuffs, are usually admitted to -~
the mother country free or with a low duty. “Differentials may
exist, however, in competitive cases, as in tobacco and sugar
(for example, Philippine sugar entering the United States), or
where duties are levied on the commodities for revenue pur-
poses, as in the case of tea and coffee. The Imperial Marketing
Board [was] established to secure for the British dominions
and colonies some of the advantages sought through prefer-
ence by stimulating a ‘consciousness of eémpire’ which it is.
hoped will result in a greater purchase of empire products by
empire inhabitants.”!%* So the monopolies producing manu-
factured goods easily found a secure market in their colonies,
and the colonies were tied to the markets of their patron na-
tion—a system ensuring the world-wide division of labor.

The growing proletariat in fact had an expanding diet pro-
uced by colonized peoples, the industrial working class also
benefitting from the imperialism imposed by owners on the
! colonized. Owners simply cheated colonial workers of added
surplus values embodied in foods, but never paid for in wages.

A similar surplus became part of the value of the raw materials
8 .nd minerals colonial workers drew from the earth to service
the multiplying owners’ machines in Europe, Japan and the
United States. The owners gave the industrial workers a crumb,
. varying consumption, from their imperial table, hoping to keep
their support for the ever more rigid division of labor required
for owners’ profits.
The work speedup, involving the exploitation of workers
producing resources of colonial countries, jumped in the inter-
war period, as colonial peoples were driven mercilessly to aid
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World Production of xmi, Materials 108

wners. And in colonial areas population increased less E
the owne : Foodstuffs and Rudimentary Manufactures

rapidly than the production of raw materials as the speedup ;

& L‘S%«V“S

m went on: : (In Percentage of Aggregate Production)
e .
mw.. Population and Raw Material Production!®? <o . 55 . .
X . W u m a.ﬂ* .f R B ;W. ) .m
m (1925 as a percentage of the level in 1913) $5 m. 5 m .mn w.m .w., ,m g m s 5
¥ b ' .
Continental Raw Material Year 90Q &4 N.w 23 8 53 < < g
Groups Population ?ﬂmwg.eaa 1913 17.7 165 268 29.8-1.5 39 2] 207 16
2 : . o . * s N H D .
Eastern and Central Europe %m 106/8 & 1933 152 150 87 3§ 25 44 21 219 16
Rest of Europe e 126 4 oy 128 213 359 247 1 55 3 MS 22
North America 169/71 1925 100 17.8 387 300 s 5129 183 27
Caribbeant 1o i 913 187 140 331 169 17 3 23 8.1 11
South America 122 134/5 1925 167 143 370 167 07 5¢ a3 67 12
Africa 107 138/9 : 913 215 127 197 3338 19 39 2.0 260 1.0
Asia® 105 - 116/24 . : 1925 196 126 20,1348 28 38 22 23 1.2
Oceania 116 , P13 54 41 150 7206 34 2% 3.4 310 02
. - 1925 37 a3g 157737 6.9 28.7°°9,2: 287 0.2
, : 1913 2.4 168 20.1 54,4 03 5492 384 11
: Excludes USSR, 1925 18 139 178603 0.3 9.9 108 37.7 1.6
g MNW Alaska, Canada, Greenland, Labrador, Newfoundland, USA. ] 1913 3.1 73 302 493 0.5 60 51301 756
e (¢) - Mexico to Panama inclusive, plus all the islands in the Caribbean Sea, |’ ©o1925 44 101 314 474 04 47 51 304 6.8
(d)  The two figures shown for production result from aﬁ,nmoa Eogﬁa% : 1913232 299 47.0 0.8 0.0 0.0 00 0.8 090
calculation: one weighted by 1913 prices, the other by using Gwa prices, & 1925 °15.4 279 529 38 00 09 0.0 38 900
Some $6 commodities were used to calculate these increases in raw ma 1913 0.0 0.0 0.0 100.0 0.0 39.5 158 447 00
terial production, and most of these were either noaaﬁcnw or aamg.a& 1925 0.0 00 o0 100.0 0,0 71 14 9.5 0.0
PR raw materials required by the industrialized nations to fortify 38:0:3 1913 16,7 274 450 7.1 08 ¢ 1 06 46 19
at home or in the non-industrialized world. 1925 136 214 508 120 28 09 08 66 09
1913 183 203 335 5205 04 9071 23408
1925 14,4 24 508 84 06 1607 a5 1.0
, . . 1913 259 301 159 27700 23.7 16 2.0 04
The result? From the Caribbean, South America, Africa; 1925 247 311 196 244 ¢ 7.1 17 35 34

i eania came all rubber, about 73 percent of all Includes tobacco and hops, and all other items listed,
Asia, and QOcean > J
colonial produce, some 54-60 percent of all oil seeds, almosth ) Excludes cereals and other foodstuffy,
50 percent of all textiles, about 34-5 percent of all naaomu.m and; Excludes USSR,
other foodstuffs, 24-8 pe chemicals;i ) 1ciudes Western and Maritime Europe,
and 17 percent of all cereals alone. If similar resources from & )  Includes Caribbean, South America, Africa, Asia and Oceania. Excludes

Eastern and Central Europe are added, as well as those hidden' Mﬂmﬁa%ni subject areas in North American group, e, Canada;

PR ot

i Ll e e .
P e At TN

ey

and Greenland, a growing portion of these raw mate 2 So soon as these raw materials and resources were im-

tported by industria] nations, just so soon were they embodied
Europe and the United States. Only in fuels and wood pulpy 44 the production processes turning out ever-new rounds of
did the imperial nations produce more than half world ufactures. And then some of these manufactures were ex-
production: orted, though on a declining scale of al output of each nation
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iternational trade was composed of crude goods drawn in

as world trade was cut off by depression, tariffs, and a return
tlarge part from the colonial world (23 percent foodstuffs, 33

to tight-knit empire

i R percent raw materials) and used by the industrial nations to
i ‘ Per Cent of All Kmscmwwmhdm méczmwwc manufacture goods comprising 37 percent of world trade vol-
Uaited Kingdom s Y pme. So wxwexn: the :wvaawr&.m nwm_mnn:% were denying it,
Gormany 31 27 fone sage said in 1932, “The principal driving force of inter-
P France 2 25 national exchange is found at present in the demand of the
{ Italy, Belgium, dvanced industrial countries for imported foodstuffs and raw
Mazwaag% and 8 53 aterials. . . .”"'1! And then, as world economic crises re-

weden urred, the leading Powers pushed outward their spheres of

}
mm
¥
4
T

The resulting division of world labor—production of ssource control, overthrowing free commerce.
: sources in the mcuoEam. manufacture in the capitalist nations--sil) U.S. Bankers Lose Their Nerve, and then Their Shirts
was reflected in the patterns of global trade. For each Powe E habili . i
drew more and more resources from the colonial world, raisingslF _-Urope was re abilitated in the 1920s by an inflow of U.S.
; ital to update industry. Stabilized and sure of itself eco-

i
fi the colonies’ share of world exports from 29 percent in 1913 .
o to 35 percent in 1925. With more earned from these exportsge’ ically, Europe looked forward to unbounded prosperity.
B the imperial companies operating in the colonies then import hen catastrophe struck. And waves of economic paralysis
more, so that the colonies’ proportion of world imports ro ) cﬁn.u. K_Emam.om unemployed workers became the latest
oduct of capitalism, so that the hard core or unempioyed

from 26 percent in 1913 to 29 percent in 1929, And of all in
perial Powers during this period, North America excelled i
imports (12Y4 percent of the world total in 1913,
percent by 1925) and exports (16 percent in 1913 but 21 percen
in 1925). Then came the collapse in world markets and p

nded down from the post-war era were now only a drop in
vast pool of joblessness.
But what were the causes of crises and unemployment?
Up till the Great Crash of 1929, the trade of the capitalist
duction, the rounds of protective tariffs and barriers, and orld largely went on in the design set up by World War I—
quest for tightly-controlled colonial empires of raw materi continuation of New York bankers’ loans to a bankrupt
and exclusive markets. So, from the boom of 1929 to the WOrstg many enabled Germany to pay reparations to England,
depression year 1932, to the peak of the next boom in 19374 | ce and other Powers, in order .8 further fund these nations
world output (especially foods and manufactures) rose mo; purchase U.S.-made goods. This system of triangular com-
than global trade, as many workers were pressured to turn oufg e did not work smoothly, however, and the hesitation of
5. bankers to continue their lending operations precipitated

more goods, though foreign markets were limited.''** gy b kol

Meanwhile, the division of labor between colonial and in:g p series of world crises which, in turn, transformed the pre-

dustrial workers was tightened. By 1929 the colonies had bedt loose-knit empires into rigid spheres of influence. So when
% 11S. bankers sneezed, Europe was infected with pneumonia

come an essential industrial link: 56 percent of the volume ¢ o
d took a new medicine,

*On a world index of 1929 = 100, here are the quantities. For foodst Early Germany had hoped to reindustrialize with U.S. bank

First trade (1932 =89, 1937 = 93.5); production (1932 = 100, 1937 = 1 fanital,

e e enials: trade (1932 = 81.5, 1937 = 108); production (1932 = Tkl o %mﬂwﬂw%ww%w»mmmqhwwMoﬂawwwm:nﬁ% meﬁ:a
S0

1937 = 116}, For manufactures: trade (1932 = 59.5, 1937 = 87); produc ! ]
(1932 = 70, 1937 = 120). and her industrial base. True, astronomical inflation reached
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the point in 1923 where a million depreciated marks equalled} ers for goods, mighty England, storehouse of the bullion of the
one old one, 50 as to repudiate government debts. But still yorld, exhausted its reserves and was forced off the gold
means of production left to Germany after Versailles were dard, 113

adequate to produce sufficient goods to pay for imports, le
alone pay reparations. And since the U.S. insisted on repa
ment of war-time loans to her Allies and made these Alli ! debtors pay
dependent on reparations from Germany to pay America, ¢ :

Wall Street could oil the system with money. ew York, required

production could not be re-

payments to be made in gold, sterling or
C ; ollars, or other hard currencies. But the debtors had no means
1924-30, while rep ) acquire these currencies so long as Britain and America
a balance of $1,190 million for German reconstruction.!12

.. uct ) Otected their domestic markets with tariffs and other barriers
terms of marks 25 billion were borrowed and 11 billion paid foreign goods, High U.S. protection walls kept out mSvonm

reparations from September 1924 till the Hoover moritori Bt might otherwise have earned dollars needed to pay Amer-
on future payments in July 1931. So clearly, German producii i, lenders. And Britain too errected barriers to foreign goods
tion and commerce—as well as industrial health in Europe agiianer receiving second hand the German and Austrian financial
a whole—began to turn on continuing rounds of U.S. bankers collapse in 1931, going off the gold standard, thereby promot-
loans and finance. But what would happen if these loans s (8 g its own exports, and marching forward the war of tariffs.

gas_wanaacvw ~, Meanwhile, the U.S. and French treasuries hoarded more
History provides the answer, :

- k drying up the me
many slowed, as American inve
exchange boom at home. Then came the 1929 stock ma workers who were pro-
crash, keeping U.S. investors busy shoring up their domestigti, s. Every nation now en-
affairs. They withdrew from Europe, thereby spread s, seeking reserves for themselves in the
depression and crises to the world. For since the greater pe

‘ ge of mercantilists two centuries before.
of credits to Germany had come from the U.S. (some $2 bil piicrence:  Industrialized nations :maﬁmmwoawwwawmmmssﬂnw
or more in foreign loans to German banks alone by 1929 pool o&ozgmg? as each tried to cut imports and expand
withholding American finance curtailed buying power eve, ports, as each justified such measures ag protecting domestic
where. Thus the payments’ circle had been broken, aggravating™ 4 tput-and employment, resulting in even more tightly con-

Europe’s economic crisis with a major financial collapse. & wlled spheres of influence, Now Germany could not export

_From Germany and Austria to Japan there was a SCrambge® pay reparations and returns on foreign investments. And
to increase exports and reduce !mports in the hope of resto: T nations that might haye benefitted had to cyt their im-
solvency. Great Britain, as the greatest free market, now fo Is from the U.S., Britain and so forth, The bottom was

Gamcau_caawomom_s. countries dumped upon it at the sa liing out of world trade, global production and planetary
time as British €xports were being shut out of world marke edit,

by rising tariffs and prohibitions, Yet every nation was withoy
markets. Monopolies unable to sell then idled their planty
threw millions out of work. Unemployment rose in one coun
after another—to unprecedented heights. And to pay foreig

In 1928 U.S. lending to Gerg
stors began feeding the Sto

Between 1929 and 1938 the exports
Y some $18,811 million, while
illion, 14 Not surprisingly, the

a
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as the capitalists of all states strove to be sellers in world mar
kets but not buyers, Most imperial Powers lost more than
of both exports and imports in the ten-year period 1929-38, res
alloting the share of markets that each of them previous}
controlled:

Here is why the selling price of the exports from colonies
and other nations E. Europe fell: 17

i

o For the lesser European Powers, exports decreased from $4,437
million in 1929 to $1,945 million in 1939,

® For the colonies and other subject nations, exports fell from

Competitive Trade™s $9,863 million in 1929 to $4,415 million in 1938.

Decline of Trade, 1929-38 ~ Fosition: Loss (~)

ir? or Gain {+) in Percenty
In Millions of Dollars of Total Trade 1929-38

-For all these nations export earnings were thus cut in half in
the decade. With half as much earned, then, there was half as
E-much to spend, meaning all these nations had to cut their im-

Exports Imports

1929 1939 1929 1938  Exports  Imports @ ports more than half:!1®

mmmﬁ w _www w.wmw w.www W.Mwm Mw wa e For the lesser European Powers, imports were decreased from
Qm.w:wg u.ﬁw ~.nuo : u, 203 u.Nwm -1 o o.u $5,280 million in 1929 to $2,232 million in 1938.

=t y u.o& ...:q w.u b ..\ 35 _3 o mm ¢ For the colonies and a..Q.Q subject nations, imports were de-
o o 123 m:S 346 0 —10 creased from $9,582 million in 1929 to $4,148 million in 1938.
Netherlands mww ww.w r%m % w . +m.u ¥ So, with the big Powers leaning towards the policy 7o Sell
Ww%wu.r:x. o84 425 o8 43 + o +0.5 o But Zem To Buy, a like discipline was forced upon the rest of
Othors® 4437 1945 5284 2232 +0.5 +0.5 -+ & the capitalist-controlled world—although the imperial nations

(a) Industrial nations less USSR,

Clearly, the United States, France, Italy and Germany were;
displaced in the market by the other Powers and mainly Britain. €
The industrial nations as a group meanwhile lost a smallf
share of total capitalist world markets. Thus in the export;
trade, the industrial nations controlled 544 percent of thesel
markets in 1929, but only 50 percent in 1938. Again, in th
import trade, these nations held 57 percent in 1929 but 53
percent in 1938.11¢
The fantastic decline in world commerce and the decreased:
share of that trade which the industrial Powers controlled then
adversely affected the colonial and other subject nations. Forg
the watchword of the industrial states had become To Sell Butg
Not To Buy. Accordingly, all of them either moved from anj
excess of imports in 1929 to an excess of exports in 1938; o
decreased their excess of imports over exports between thesed
dates. By following this trade policy, the Powers either de-}
creased their purchases from colonial nations, or decreased}
the prices which they paid to these nations for their raw
terials and produce.

naively attempted to force the nations within their empires 7o
¢ Buy But Not To Sell! But without earnings of some sort, the
~ other nations of Europe and the colonies could not buy goods

4 produced by the Great Powers. No wonder capitalist world
¢ trade continued its decline.

8




CHAPTER IV

A New Flight to Tight-
Knit Empire

The leading imperial Powers kept trying to preserve their trade
and their resources by more and more: control over their al-
ready tightly-knit spheres of influence. This involved a return
to trade empires, controlling an area where other Powers could
not compete. with the mother country.

() A Lovely English Garden

Britain excelled in creating such a trade zone-—the Sterling
Area it was named—in order to block the entrance of com-
modities from competitor nations. This allowed Britain to cap-
ture an increasing proportion of the declining monetary amount

of global commerce, meanwhile intensifying intra-Common-
wealth trade;

British Commonwealth Trade, 1928-38119

Perceni of British Percent of British
Exports Going to Imports Coming From
Year Commonwealth Commonwealth
1928 41.4 29.7
1935 4.1 36.8
1938 45.8 39.7

Recall that as Britain lost her industrial ability to produce
low-cost and low-priced commodities in competition with the
& other imperial Powers in the late 19th century, she had turned
2 lotight-knit empire. The Great Depression in the decade 1929.39
‘@ then forced Britain to take additional measures to protect her
- markets from foreign manufacturers and producers. In order
to secure her domestic market, for example, Britain passed the
& Import Duties Act of 1932, which imposed a duty of ten per-

93
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cent on the invoice price of all goods (save those on a “free
list” which largely covered raw materials) coming from non-j
empire nations. In another step to protect British markets, an

Import Duties Advisory Committee was establi i (i) France Eats African Dates

ommended 12 to 33 percent duties for imported manufactures, . ; ,
juxuries, and iron and steel products, the government also sub- France too intensified her intra-imperial commerce. She
sidizing British producers competing against Jower-priced im- rwmﬁ jmozoa 11 percent of all her goods from the French col-
 ports. Similar protective measures were taken for Britishgk Onies in the years 1908-12, but raised imports to 28.5 percent
agriculture, involving subsidies to domestic producers as well @ in the period 1936-38. Moreover, sht increased her exports
as limitations on imports. S going to the colonies mz.uE 13 percent of the total in the years
. “Tariff protection and subsidies were only partial measures .”wcw;w to 33 mu_doﬁ in the period 1936-38.'2! In fact, she
They protected British producers from foreign competition it increased her intra-empire trade most in the early 1930s in
the domestic market, but did not help British producers : response to :.5 depression-return of all imperial nations to
foreign markets. A defensive device, the Sterling Area, was tight-knit empires.
designed to accomplish this. After its creation, lower-priced] There were two aspects to Gallic empire trade. One: French
colonies in Africa were hard-hit by the economic crisis of

_Ew@.ua.Eavmonc:_.ovwoa?.oaznaa«ouvm:m%”oqcnav

manufactured goods of other imperial Powers were preventedy
entrance to traditional British markets. The government too A <
cent. This depression devastated the economies of areas de-

measures to tie the currencies of colonial and other dependen st !
nations to the pound sterling so that investments in productsi; pendent upon one crop, and to save these foodstuffs and
made in England could be recovered by the sale of goods ingle esourees for a “‘self-sufficient”” France—metropolitan work-
say, Australia. This meant that sterling could be exchanged forg ™ and industries living off colonial produced foods and raw
a relatively fixed amount of the currencies of dependent na-3 % materials—France established a system of imperial preference
tions, or vice-versa’ ! reducing or eliminating tariffs on colonial products.

In addition, a system of preferential treatment for trade w Tiwo: France rolled out the welcome mat for colonial prod-
established between Britain and her dependencies, tying thegfh ucts: World-wide economic competition was intensified by
trade of the following nations to Britain: Australia, Denmark the %é:mroz of the v.:zevw_ currencies—the pound in 1931,
Egypt, Eire, Estonia, Finland, Iraq, Latvia, New Zealand the dollar in 1933—which permitted products to be dumped in
Norway, Palestine, Portugal, Sweden, Thailand, and the Unior ¢ the ma.mmwo zone since France refused to devalue her currency
of South Africa. The Ottawa Conference in 1932 also streng %8@2&3 in'1928 at a fifth of its 1914 value) until 1935. France
ened the trade ties between Great Britain, the Dominions (eX; Sm:@ﬁan a quota system for the importation of foreign prod-
cept Eire), Southern Rhodesia and India, by a series of ucts _“Eo*.nwa.rcnﬁ market in order to protect products of the
agreements lasting until World War II. These preferential tradsa colonies.* This strengthened the economic links between France
agreements added 3.3 percent of total Commonwealth import} and its colonies. Moreover, France which had not yet set up

currency exchange control, was in this way enabled to restrict

from Britain, and an additional 8.8 percent of total Common th sin
wealth exports going to Britain from 1928 to 1938. In short] e outflow of currency, but this tightening of the commercial
the imperial trade zone which Britain created tied the co . *French quotas and quantitative restrictions on imports were applied 10

merce of the subject nations even closer to her apron stringgih nearly half of the items on her tariff list between 1931-34, 50 as to slice in half
many of the quantities previously imported. Such restrictions were needed

and provided English industrialists and traders a handy dump@ | ., Fonce discarded the gold standard (1936)

ing m«a.z:u free from the competition of other imperial Powers,
less agile at creating comparable zones.!?° :
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relations between the home country and the colonies brought
about a gradual return to the old colonial treaty system.!2?
Thus, the franc zone furnished an increasing part of total French
imports:
Franc Zone: Percentage Share of Total'??
B French Imports, 1929-38

1929 12.4
1930 12.7
1931 : 149
1932 20.9
1933 23.7
1934 25.3
1935 25.8
1936 : 24,4
1937 27:1 :
1938 30.0 est.

(iii) Germans Learn Polish

While Britain and France established tight-knit trading
zones, Germany, a debtor nation, was unable to follow suit.
Vanquished in war, she was deprived of colonies, a merchant
fleet and overseas investments, the lack of which cost her own-
ing class some $500 million yearly. Their foreign investments
were also reduced to about one-tenth of the pre-war figure of
nearly $7 billion. Also, when it is considered that the adverse
commodity trade balance offset by those overseas investment
receipts averaged approximately $370,000,000 for the five-year

period 1909-1913; that Germany had to import an even larger

percentage of her raw materials and foodstuffs after the war
on account of the cessions of territory; and that these favorable
‘invisible’ credit items were almost entirely lacking after 1918,

it is not hard to see why recourse was had to the o:q other -

alternative: foreign borrowing.!24 ,
However, when the United States bankers cut off Ger-

of a larger scale than she had achieved in the previous century,
In this adventure, Germany had no choice. She wma.gooaa
a country of large scale industry, incapable of deriving from

many'’s borrowing, she tried to pay for imports with exports

A New Flight to Tight-Knit Empire 97

her soil the necessary products to feed her ever-increasing pop-
ulation. And in order to exist Germany had to pay with exports
of manufactured articles for the necessary imports of food-
stuffs and materials required for her industry. If this kind of
payment was not made, Germany's entire economy found it-
self in danger. For if Germany did not export enough to pay
for these imports, it was necessary either to pay for the imports
with the aid of precious gold reserves and foreign exchange
owned by the Reichsbank (which, in such eventuality, was in
danger of being drained), or else to restrict imports. In the
latter case, however, there was a double calamity: undernour-
ishment of the working class; stoppage of industry which would
be unable to carry on without certain foreign raw materials.

For Omgmzw therefore it was imperative that by her ex-
ports of manufactured goods she procured the resources which
would permit her (i) to pay the interest on her foreign debt,
(ii) to pay for imports of foodstuffs, and (iii) to pay for imports
of raw materials. If these payments were not made, Germany
literally exposed herself to international bankruptcy, poverty

and the cessation of her industries.!2s

In the post-war years, then, German industrialists aimed to
export high-technology commodities to high-price points and
to reduce costs of production by the importation of cheap raw
materials and foodstuffs. And temporarily they reached both
goals. . : .

From 1913 to 1937, a rising proportion of German exports
were industrial products and an increasing percent of these
were finished goods: . :

Finished Goods'26
as a‘percent of all
Exported Industrial Products

Industrial Products
as a percent of all
- German Exports

1913 88.0 63.9
1929 93.5 70.0
1933 95.4 75.1
1937 98.5 79.5

. These highly manufactured commodities offered the largest
. spread between the cost of operations and the selling price,
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allowing Germany to finance her imports and bringing big prof-
its to exporters. ,

‘The import of cheap raw materials and foodstuffs also be-
came increasingly essential to owners’ profits. The cost of fac-
tory operations was largely determined by the price of raw
materials which directly entered into the final products. More-
over, this cost was also set by the price of foodstuffs which
indirectly entered into the cost of the final product through
wages and salaries paid to the working classes, and which these
classes then used to purchase imported foods. As in other
imperial systems, foodstuffs and raw materials were the mso
dominant imports during the period 1913 to 1937, constituting
73.1 percent of imports in 1913, 69.1 percent in _ww.w. 71.3
percent in 1933 and 73.9 percent in 1937.127 For industrial Q.n?
many had pulled so many people off the land that the nation
could not exist without these imports—imports that now had
to be purchased with growing exports,

Yet, with each new crisis in the market, with tariffs cutting
off German exports, it became progressively harder for Ger-
many to reach a level of exports necessary to pay »wo_. needed
imports. Britain was stealing German markets, evenin Europe,
forcing nations that had a favorable trade balance with England
to take coal and other Anglo products to even out the account.
Britain would not continue as the largest purchaser of Danish
bacon, for example, unless Denmark bought more Scottish
coal, thereby cutting off the Danish market for the coal mon-
gers of the Ruhr. All over Europe, the same pattern was re-
peated, so by 1939 some nincteen countries in Europe had
carefully constructed quota and licensing barriers that kept out
certain foreign goods that either competed with domestic pro-
ductions or made inroads into the secure trade another country
held through bilateral contracts, So Germany built a defense,
then led the attack, with quotas on imports favoring some for-
eign sellers at the expense of others; 2 lower rate was charged
on the favored items, a higher rate on those in disfavor. Then
Germany used the favors granted sellers on her market mo exact
comparable gratuities in their markets, first by demanding that
nations with a favorable trade balance take German-made goods

»
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and resources (e.g., German coal sold in Mediterranean na-
tions as the expense of English sales), then by outright barter
exchange (e.g., German coal for Eastern European lumber and
grains; German fertilizer for Egyptian cotton). But still this
was not enough to pay for imports. For indeed what could
Germany do, after the worldwide depression set in: her 1929
trade was cut to one-third by 1933, and had not recovered to

" even half the 1929 level by 19377

The conundrum facing German exporters and importers
was expressed in the trade balance. For it was simple to cal-
culate that, if 1929 trade ranged in 13,000 million of marks and
1933 trade was in the 4,000 million category, while 1937 com-
merce had not risen beyond the 5,000 million point, then Ger-
many. could not recover her markets in a crisis-ridden world.
It was also clear that German imports had to be paid with
German exports, so that the nation could maintain a small
favorable balance and thereby keep out of debt-hegemony to
some other Power. True, the rise of the National Socialist gov-
ernment of Hitler meant repudiation of World War I repara-
tions; but still no one would trade with Germany unless she
paid her current bills, meaning the nation had to export to
import. And this Germany did: 1929 exports were 13,483 mil-
lion reichsmarks to.pay for 13,447 million reichsmarks of im-
ports and leave a 36 million reichsmarks balance; for 1933 the
figures were exports 4,871 million, imports 4,204 million, and
a balance of 667 million; and for 1937 the amounts were 5,911
million in exports, 5,468 million in imports, and a favorable
balance of 443 million.!?# )

Even to accomplish such modest trade results—in the wake
of the worldwide increase in customs barriers, quota restric-
tions, competitive devaluations, bilateral trade agreements,
tightening empires, and now the political boycott of German
goods—Teutonic barter trade had to become more important
than-all other forms of commerce. How else could Germany
surmount the twenty-eight nationalist regimes that had put into
operation quota and licensing barriers to trade? What other
means could Germany use to take on Britain, the vampire of
the markets of Europe and the resources of the largest colonial
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1933-39, so long too did plans for armaments reach the assem-
bly line. **Production of munitions and other arms far sur-
passed all the sacrifices which had been asked of citizens of
any ‘nation at any epoch,” Hitler's financial wizard of the
Reichsbank, Herr Schacht, proclaimed in a moment of
grandeur,!?? ‘

system then existing? Since there was no other means, Ger-
many’s National Socialists did what Britain had done in her
colonies and what France had accomplished in her sphere of
imperial influence: They created a restrictive colonial arrange-
ment with subjugated areas. That is, Germany won the raw

materials vital to her industries by paying for these resources
in marks that could not be spent anywhere but in Germany or From 1933-37 alone German rearmament expenditures had

for German-made resources and goods. England had done the amounted to 31.1 billion reichsmarks. These expenditures had
same thing with the sterling balances of her colonies and Do meanwhile increased by some 9.6 billion between the two pe-
minions, while France excelled in the same direction by forcing riods, 1933-34 and 1936-37.13° And even before the war began,
her territories and colonies to spend their franc-earnings from the Nazis granted some 90 billion reichsmarks in military con-
exports on French manufactures and produce. So Germany tracts. War expenditures brought up this total to at least 117
was doing nothing new, only taking up the tactics her chief billion reichsmarks—military goods actually produced.!3!
European competitors had long utilized—at Germany’ Now the German working masses could be put to work
expense! again. Where once foreign trade accounted for 41.6 percent of
Yet trade was not enough to win German colonies; and the the nation’s income in 1913, it had never recovered after World
German system of bilateral trade would never secure to the War 1, reaching 36 percent in 1928 but scaling down to 14.6
industrialists of the Ruhr the assorted resources and markets percent-by 1938, Naturally, as foreign trade went down, un-
they demanded. For, the German owning class discerned, there employment had gone up. And as unemployment rose, the
were only two ways to sell their goods at a profit now: by National Socialists—the fascists—spoke of full employment,
making arms at home and by using them for conquest abroad the rights of Germany to transcontinental resources and mar-
To finance some of her armaments bilateral trade was a kets, and the blockade England, the rest of Europe and the
godsend. Thereby, nations that sold Germany key materials United States had erected against Germany's industrial state.
could be locked into the purchase of German manufactures  The industriestaat could not live in a world controlled by An-
So, for example, the granaries of the Slavic steppes and the glo-Saxon power, they insisted. And once in political power
produce of south-eastern Europe could be brought to Berlin they ‘proved that full-employment was possible, if the workers
and paid for with the surfeit of textiles and other manufactures @& would quiet their demands for more benefits and accept a
German industry produced on a massive scale. Likewise, marks 28 speedup on the job. The job was arms-making in preparation
earned by trading partners in eastern and central Europe were A for a war the German owning class decided was inexorable, so
placed in special accounts that could be withdrawn only at big Germany could make her mark on history. But it turned out
discounts, so the *partners’’ could gain their full selling price that the class that made, paid for, and used the arms did so for
of produce only by buying in Germany. That is to say, Germany a profit-received by another class.
created satellites of her own, isolated them from the exporters  £8  To pay for State spending on armaments, the German work-
of other competitor nations, drew their resources to foster Ger- ers obviously had produced goods for exports to cover imports
man armaments, dumped German goods on their markets, and 3 of crucial materials and foodstuffs. Moreover, these workers
tried on a small scale to copy the British and French system t financed government spending, so the tax burden on the people
of empire. , increased from 6.6 billion marks in 1932-33 to 9.6 billion marks

Just so long as German barter trade developed between in 1934-35.132 And a huge government debt was issued, drain-
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ing away the workers’ output and placing the interest and re- nearly 70 million people she would provide a sufficiently large
payment obligations on future generations.  market for colonial products,”!34
Just as the people paid for patriotic production, the indus- Since Western Europe was already taken, Germany had
trialists took the profits. Their government contracts stimulated & « looked for so-called complementary areas in Eastern Europe.
employment and consumption as well as further production, @& Rather than export capital to colonies under the control of
commercial activity and owners’ profits again—reversing the other Powers, she had signed trade agreements with nations
falling rate of profit. like Roumania and Hungary.
But this did not satisfy the Weltschmerz of monopolists and

33
Company Profits as a Percentage of' global traders who were now in the saddle in the Reichstag.

ted Capital OV
Inves Spw.ww, 481 They schemed to take by military means the colonial resources
Before 1930-31 4.19 ' and markets they could not acquire by marketplace dealings.

Hitler 1931-32 S8 And it followed that once Germany armed herself to the teeth,

1932:33 ' ~2.68 she withdrew from the League of Nations, occupied the Rhine-
Hitler 1933-34 -0.10 t land and prepared for conquest. Germany went to war and on
Assumes 1934-35 3.54  the heels of her goose-stepping army, colonial protectorat
‘Power 1935-36 4.27 y: p aes

1936-37 480 : were established, transforming Continental Europe into a huge
: .German colony.

State consumption—the militarization of the nation—assumed

central importance in Germany's political economy now. ‘ |
The second aspect of militarization was territorial expan Like Germany, Japan marched along the military road to

sion. With colonies, the German Imperial Colonial League rea- & empire at the prodding of owners. Though she took a some-
soned, it would no longer be necessary to pay with foreign # = what different course, the causes and the end results were
exchange for imported raw materials and foodstuffs, as Ger: ntirely the same. ‘

many currency could then be used. In addition, since the trade @ An insufficient supply of domestic raw materials and in-
zones of the other imperial Powers had virtually cut off Ger- @ adequate production of foodstuffs for a rapidly expanding in-
man commerce, Germany required colonies to establish her ¥ dustrial society motivated Japan's overseas expansion, designed
own monetary area. ‘*To Germany, therefore, colonies seemed to obtain these necessities and find wider and wider overseas
to be inseparable from economic recovery,”’ one on-the-spot @& markets for her manufactures. With these resources and mar-
correspondent wrote home. **They could achieve one impor- 3¢ kets, the production of. manufacturing industries of Japan in-
tant result, provided they were the right kind of colonies. They 4 creased more than five-fold between 1914 and 1926.

would provide a market which would receive German exports ¢  Further increases in domestic output put Japan at logger-
on preferential terms, while they would supply raw materials, 3 heads with China, however. For China, including Manchuria,
etc., in return. Moreover, the colonial currencies would be @& was an immensely valuable source of raw materials and was
maintained at a fixed parity with German currency, irrespective 4 & the obvious market for Japanese goods. Peace or war in Asia
of changes that might occur in foreign currencies. . . . Ger- § and the Pacific countries depended upon how Japan would deal
many, in short, would have her own ‘Ottawa Agreement’ (with:@ & with China and Manchuria: it was *‘essentially connected with
fixed currencies) and would gain in precisely the same manner ig the necessity of the development of industrialism in Japan,™'!33

as protectionist Britain gained by that agreement. Finally, with Most of Japan’s imports were either raw materials and fuels

¢ (iv) No Rust on Samural Swerds
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or cereals and sugar,* the largest portion of which came from @1 sition similar to that of Great Britain, obliged to rely upon the
Asia and East Asia, the United States furnishing the next larg- 8 export of services and high grade goods and other methods of
est share.** So Japan was clearly more dependent on import-:  avoiding tariff barriers, or to control markets such as Man-
ing raw materials and foodstuffs from Asia than from the United £ churia by political force.''139
States, Europe or any other area of the world. If Japan ex In the 20s, however, Japanese businessmen still thought
panded her imports of key resources, then, she would certain! ~ economic expansion—building up a great export trade and ac-
turn to Asian lands, particularly Manchuria. Thus, by 1915 she ' quiring economic concessions abroad through diplomacy——cost
had already begun to make Manchuria a protectorate on the ¥ less and gained more profit than military colonial expansion
model of the French and British protectorates in the Indies. 13 involving high taxes. This seemed particularly true in China,
Japanese imperial expansion did not end here, however, 3 the chief field for Japanese expansion, 140 . .
since the nation's further industrialization hinged on the aci@ Nonetheless, one important wing of the big business com-
quisition of new markets and resources. The land in Japan was @l munity, the Mitsui zaibatsu, favored outright military expan-
geographically limited for food production, so staple produced® sion in Manchuria and Mongolia. The Mitsui rm,.ia maintained
was in short supply. Industrialization also required Japanese:d® the largest Japanese monopoly over vo:cﬁoca.r ron mnm.nom?..
access to raw materials on the Asian mainland, in Manchuriag _ﬂ& resources mo.cza. mc::m.m:% in these sections wm Q...Sm. So
and the Yangtze, in India and the East Indies. Japan’s market# carcfully the Mitsui used its political arm, the Seiyukai party,
requirements, moreover, -included the raw silk trade in thé 10 lay out its program for military imperialism, the president
United States, the textile and hardware commerce throughout 8 of the Seiyukai, General Tanaka Giichi, summarizing these
the East and Africa, especially in China and India. v%oam. ina :..EBHQ:& given 6 the .maunsg in 1927141 This
But into the latter two nations, Japan’s entrance could only .mmaom._& a_mcnmca,:wm the Seiy cxm_, program m.om: zg.: wm Q‘a
lead to conflicts. For in these two most populous Asian nations EMMQMM agmww..oﬂwm:aswm_mg%m o»w.om wwmwwmb\_ﬂ_”wmw_m:m zai-
economic nationalism was growing. And clearly the types of§ First 5@ il _.M.Eﬁ 0 M< ’ w S : i
goods manufactured by the Japanese were sure to be excluded B Irs M S%Eo: mE:. m.« ¢ Western Powers had won
by protective measures—for these goods could be made, and3 ® "¢ uPper hand in controlling Japan's armaments through the
not always less efficiently, by the nations in question, **Thus, .uzsa-m.oin_. Treaty om. 1922, thereby Eww.:m. :,.Bvoméza for
rter was predicting, **Japan will find herself in a po’  Japan to conquer n.u::m and to uvmo@.nram.m resources or
one reponer P g wealth. The Minseito party had fallen into this English and
8 United States trap by continuing to advocate free trade, when
. o . : 1 it was clear that Japan could not enter China on this basis;
Cotmposition of Iapancie importa cwmwagsma. 1937 “And yet the Minseito party made the Nine-Power Treaty the

Raw materials and Fuels 55 53 ‘important thing and emphasized our TRADE rather than our
Cereals and Sugar ...m...w. !mw, FIRIGHTS in China,” Tanaka fulminated: ““This is a mistaken
e ; an }  policy—a policy of national suicide."”

TeTeeniage shars of Japancee _avouwuwwva._‘ 1938 i For Tanaka the differences in foreign policy by Minseito
Asia (including China) 43 41 and Seiyukai—Japan's two major parties in the Diet—had to
United States w.w ww be considered in the light of Japan's place in the world. En.
wﬁmwn 12 S 12 (gland, he said, could afford to talk about trade relations be-

100 100 ween nations, because she held India and Australia to supply
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shale oil from every hundred catties of which six catties of
crude may be extracted.”

Such petroleum and iron, Tanaka said, would be the basis
of Japan's national wealth and national defense, drawing an
analogy: *‘That Manchuria and Mongolia are the heart and liver
of our empire is a truthful saying.” !4

Tanaka was good to his word once elected to the premier-
ship. Though he laid secret plans to move abroad by arms, his
efforts were premature: he was forced to choose in July 1929
between resigning or allowing the Mitsubishi zaibatsu's Min-
seito party to expose his plans to use the Kwantung Japanese
' 1d in China? **When we$ Army to seize the Manchurian city of Mukden, as well there-
goods and displace Japanese wares sold in &ina-  after to take over a large section of southern Manchuria. For
remember that the Chinese are our sole customers, We must& cince economic crisis. had just set in in Japan, it was obvious
beware lest one day mgnw becomes unified and her Qacmﬁm €82 that if Tanaka's plan were known publicly, millions would have .
become prosperous, Tanaka calculated. For in the outlook oL & ;,,1ced the heavy cost in lives and taxes. So Tanaka stepped
this learned military vorﬁo.ng. Japan was being xamnana in by 3| down, only to.be replaced by a new premier and cabinet rep-
the other woinz,.m :?.gnnwbw and m.,cqomwgm will compets § resenting the Mitsubishi, their Minseito party, and this party's
with us; our trade in China will be wrecked. Z;& policy of peaceful, economic expansion.

His solution was equally clear: The Minseito proposal for g What was the Mitsubishi’s motive? It aimed to enlarge its
trade under the Nine-Power Treaty in Manchuria was a m&ﬁ% 1| income and Japan’s empire by expanding trade and using the
policy for Japan; Japan therefore had to march into China to}8 Minseito party to do so. For the goods the Mitsubishi made
secure its rights and privileges, to prevent the penetration of @ werc less dependent on foreign raw materials and foodstuffs
European Powers and forestall China'’s own industrial 8 than those turned out by Mitsui. In fact, Mitsubishi produced
development.!4? £ transport equipment and owned extensive ‘means of transpor-

With Manchuria and Mongolia under its belt, Tanaka thought 1 tation, while also making or growing wheat, alcohol, beer, sugar,
Japan would have the resources for industrialization, national 3 glassware, artificial silk and a wide variety of other items of
defense, and empire. Extensive Japanese surveys had been & consumption. These items were then sold in Japan and abroad
made of China’s resources since the close of the 19th century, @ under the banner of free trade. :
allowing Tanaka to cite the precise figures and the savings ing Thus two leading zaibatsu controlling two major parties
foreign exchange that would come with conquest. “*“The irongkt handed back and forth control over Cabinets and Diets, trying
deposits in Manchuria and Mongolia,” said he, ssare estimated@¢ to sculpt their different imperial policies.!** The balance tipped
at 1,200,000,000 tons and coal deposits 2,500,000,000 tons,” g when xm«.: ﬁ&w& competition for s.awnxnﬁm and Em?nmm.am quota
stressing, * We shall save the expense of 120,000,000 yen whichgt and tariff barriers blocked a portion of Japan's foreign com-
we pay for the importation of steel each year.” . merce. And once the Great Depression began Japan’s inter-
Moreover: *‘Another important commodity which we ' pational account went haywire, exports dropping 30 plus percent

is petroleum. It is essential to the existence of a nation. Fo in w&:? agriculture and industry tottering.'** To avoid star-
. tunately nﬁmn lie in the Fusham Coal Mines 5,200,000 tons 0 vation, Japanese peasants dependent on the foreign market

herself with foodstuffs and other materials. America could also’
speak deftly of free trade, because South America mma Canada’
supplied U.S. needs. What strength these Powers did not use:
in their other spheres of influence they could devote to devels
oping trade with China, to further enrich themselves. Japan;
was not sp lucky, Tanaka bemoaned. For the Japanese pop
lation was growing, and her food and faw material supply wass
too small to accommodate them. Through trade alone, Japany
could never defeat England and ‘America in China to get évﬁ__,
she had to have to live. : 3

And what if the people of China began to produce more 3
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now had only two alternatives: either sell a daughter to one of
the brokers touring the land on behalf of the teahouses, nsm.mw
and brothels, or clamor for new markets corralled by the mil-
itary.’#¢ They chose the latter, then joined and .m:mmo:oa :.5
army and called for Japan to ‘‘honor its military commit-
ments”’ in Manchuria.

The businessmen also came to this stand by half-steps as
the depression bit deeper into the countryside, the rice price
fell, the raw silk market vanished, and hundreds of ::3&.».
tionalist cliques littered the villages, demanding: **Down with
the two-party government and capitalism!”* They had guns from
the army and they were ready to use them. The Imperial ﬁ.\&\
Faction, an army clique, vented its frustrations by murdering
capitalists and party leaders alike in the years 1934-36. m&w:
wonder the businessmen feared the rural half of the population
as well as the entire army would slip the bit, and to prevent
this, tied themselves to another army faction, the Control
School clique. The Control School soon gained the upper :m_&.
eliminated the anti-capitalist Imperial Way Faction, and united
army leaders, zaibatsu, and a scheming vaan..:.

As the army tightened its grip on the State machinery ,Ea
the Control Faction became firmly entrenched, preparations

were rushed forward to put the Japanese economy on a war- E
time footing. The proportion of the State budget devoted to 3
armed services rose to nearly 50 percent, and increased orders
for munitions stimulated the development of heavy industry. 148 :

The zaibatsu became hopelessly dependent upon the army’s
expansionist program now. For Japanese businesses operated
with the foreign provision of:14%

96 percent of all coal consumed

100 percent of all raw cotton

100 percent of all bauxite

100 percent of all wood

100 percent of all crude rubber -

100 percent of all phosphate rock

85.6 percent of all iron ore

90.8 percent of all crude oil

67.5 percent of all raw hides
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Moreover, in order to feed the Japanese working class and even
the peasants, Japan imported 64 percent of her soybeans, 67.2
4 percent of her salt, and 96 percent of her sugar. The conquest
& of foreign resources, then, had become imperative for the con-
tinuation of capitalist production.
Overseas conquest also became increasingly necessary as
‘4| Japan’'s population rose. By 1929 more than 60,000,000 Japa-
4 nese, far more than could be supported by a simple agricultural
£ ctconomy, crowded the land. Some 1,000,000 persons were
# born each year, and to maintain them in the narrow islands,
| foreign foods and markets were essential. Moreover, the people
feared that the orgy of protectionism and other threats to their
export trade would continue. And by the early 30s many Jap-
anese believed only the resumption of its old programs of co-
lonial expansion could win the supplies- and the markets to
make Japan self-sufficient and invulnerable as a world power. 150
To justify these actions, throughout the 30s rulers focused
the attention of the Japanese public on the Asiatic colonial
£ possessions of Britain and the other European Powers. Japa-
4 nese leaders coveting these rich territories began to speak of
& freeing colonial Asiatics from oppression by white races:
e “Asia for the Asiatics”
“East Asia for the East Asiatics’
**Pan-Asia”
“The East Asia Co-Prosperity Sphere”’
“A New Order in East Asia”
Experience taught Far Eastern peoples the lie of this new line
of propaganda, but the Japanese accepted it completely and
came to believe they were the champions of downtrodden
Asiang!151
Not surprisingly, the zaibatsu and the army -in-step ‘moved
toward establishment of an exclusive East Asian sphere of in-
fluence, both by diplomacy and fire power. Foreign Minister
- Herota boasted that Japan bore ‘‘the entire burden of respon-
sibility”’ for the peace of East Asia. So on April 17, 1933, as
. Japanese armies moved in Manchuria, the infamous Amau
Statement proclaimed the Japanese ‘‘Monroe Doctrine” for
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East Asia and warned foreign nations against giving any kind .
of military, technological or financial aid to China: ,

We oppose . . . any attempt on the part of China to avail her-
self of the influence of any other country in order to resist Japan.
We also oppose any action taken by China, calculated to play on
power against another. Any joint operations undertaken by foreign
powers even in the name of technical or financial assistance at
this particular moment after the Manchuria and Shanghai Inci-
dents are bound to acquire political significance. Undertakings of
such nature, if carried through to the end, must give rise to com-
plications that might eventually necessitate international control
or division of China, which would be the greatest possible mis-
fortune for China and at the same time would have the most se-
rious repercussion upon Japan and East Asia. Japan therefore
must object to such undertakings as a matter of principle, al-
though she will not find it necessary to interfere with any foreign
country negotiating individually with China on questions of fi-
nance or trade, as long as such negotiations benefit.China and are
not detrimental to the maintenance of peace in East Asia.

However, supplying China with war planes, building aero-
dromes in China and detailing military advisers to China or con
tracting a loan to provide funds for political uses, would obviously
tend to alienate the friendly relations between Japan and China
and other countries and to disturb peace and order in East Asia. 3
Japan will oppose’such projects.!s? : :

Japanese expansion had found its first victim. The army

and the zaibatsu marched over the body of the Chinese people b

and turned Manchuria into 2 puppet state called Manchukuo '3
in early 1932. They brought under their control a vast area rich .
in resources and peoplepower (some 30,000,000 Chinese),
maintaining steadily the fiction that there had been no war, and
calling the conquest of this extensive area the Manchurian In-
cident. Japan's occupation army meanwhile multiplied from
64,900 to 164,100 men between 1931 and 1935.15% Yet Britain :
and America kept it secret! ‘ i

As the Manchurian effort escalated, the Japanese military ;
budget increased from 31% to 47%. of the total government §

expenditures from 1931 to 1936. The industrial power backing. 2

this war effort was reflected in an 80 percent increase in pro-
duction between 1929 and 1939. In this period, heavy industry 4
multiplied its output over five times and light industry produc-
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tion went up 20%.'5¢ Army staff directed these productive ad-
vances, zaibatsu profitted. The General Staff meanwhile
pondered in their study, How Our Industries Will Develop in
War Time (Tokyo 1933), ‘*How can we achieve victory in the
coming war? This question can be answered correctly only if
we v.aw_. in mind that the war of the future will be a war between
the industries manufacturing the technical means of warfare.
%no&amm to say, it is absolutely impossible to create a war
industry on the eve of war. Our present production facilities do
not altogether satisfy the requirements of wartime.’''%% Con-
sidering this warning, owners increased industrial production
almost one half between 1934-36 and 1940.15¢ But still the
Western Powers kept quiet. ,

Generals saw this industrial hinterland as essential to defeat
Japan’s primary enemy: the United States. Imperial Russia had
been Japan's main foe in 1907, but the ruin of the Czarist
regime, the birth of the Soviet Union, the powerful increase
of American influence in the Far East, and the Japanese ex-
ciusion movement within the United States put America at the
top of the list of Japan’s enemies, followed by the USSR and
China.'s”

Japan's military machine rolled first against the weakest of
her three principal enemies: China. This led to a hot encounter
with her second most powerful enemy: the USSR.

‘m.o threaten from the rear Soviet interference with her op-
n_,wﬁmo:m in China, Japan aligned herself with Germany in the
>q.5.0o3583 Pact (November, 1936). But in 1939 the Nazis
rejected this scrap of paper, signing a non-aggression pact with

the Soviet Union. The first view of this pact as a betrayal and

block to any alliance with Germany, gave way in Japan as
Germany showed her strength in the Blitzkrieg victories in
Europe.'s® By the summer of 1940, the Japanese rulers pre-
dicted German mastery in Europe. Reflectively, one member
of the General Staff described the quest for imperial booty
which lay behind the resulting Axis alliance:

,Cs.an.q?sw the conclusion of the Tripartite Pact lurked a fear
of ““missing the bus,” on the part of the High Command, which
was dazzled by the brilliant military successes of the German

. Bt itk st s e
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Army at the outset of World War I1. An atmosphere of great worry
prevailed lest Japan lose her chance if she maintained a cautious
policy *‘with her hands in her pockets,” while Germany was strip-
ping the world of its choice treasures. Within the High Command,
the feeling rapidly gained sway that Japan should derive great
advantage from the Tripartite Pact by carving out her own sphere
of influence in East Asia.!s®

The Japanese thereby hoped the Axis Pact would defeat
Nippon's major enemy in the East: the United States. (Article
Two provides that ‘**Germany and Italy recognize and respect
the leadership of Japan in the establishment of a new order in
Greater East Asia.’") For military projections showed the
United States power bridled by division of its forces between
Atlantic and Pacific—Germany and Italy occupying the U.S.
in European theaters, Japan drawing American firepower in
Southern Pacific Asia.

So now Japan struggled to achieve a successful termination
of the China war in order to pour her full strength into southern
aggression. As the United States then increased aid to Japan’s
Asian enemies and as diplomatic maneuvers broke down, Ja-
pan and the U.S. took up weapons, both seeking Asian prop-

erties, resources, and control.

Japan also relied on Germany to hold off their mutual ene-
mies, hoping this would buy sufficient time to bring China to
her knees and build an invulnerable economic and military
empire, She relied on the vast expanse of the Pacific and Indian
Oceans to protect this new found sphere which contained
enormous natural resources and hundreds of millions of peo-
ple.'®® Japan planted its flag in the Pacific colonies and spheres
of influence of the European powers bowled over by the Ger-
man and Italian armies. And on Japan's map were thrusts
against the main Far Eastern bases of the Americans, the Brit-
ish and the Dutch: thé wrmmuvmao?. Guam, Hong Kong, British
Malaya, Burma, Java, Sumatra, the Celebes, Borneo, the Bis-
marck Islands, Dutch Timor, and most other Pacific territory:
After this southern campaign was underway, the Japanese army
with navy support planned to extirpate American and British
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influence in China and to hasten the surrender of the Chiang
regime by exerting greater military and diplomatic pressure on
Chungking. Plans for diverting Japanese forces were prepared
to counter potential Soviet probes into Manchuria, the army
of the rising sun scheming global conquests as well, 16! .

Despite military victories, however, Japan's underlying in-
dustrial strength was no match for her major capitalist enemy:
the United States. And Japan went down swinging, cornered
into smaller spheres of military influence, bombed into sub-
mission, and starved into desperation.'s?

-(v) Nicely, Nicely Imperislism — U.S.A,

While Japan and Germany built military empires and Great
Britain and France fortified their economic spheres of influ-
ence, the United States expanded her world power as a trader
and investor. Yet the United States did not hold a formal co-
lonial empire: the greater portion of her subjects lived in the
continental U.S.A. rather than in outlying areas (.06 percent
of all U.S. subjects lived outside of the continental zone in
1880, by 1900 11 percent, and some four decades later this
percentage had only reached 14).'6% The American empire,
then, differed from the European regimes in which the majority
of imperial subjects lived outside the mother country. Ameri-
can imperial policy, too, remained flexible: it was the Open
Door in Samoa and the Panama Canal Zone; preferential tariffs
in the Philippines, the Virgin Islands and Guam: and free trade
or tariff reprisals as the situation demanded in other areas.!64
Whatever policy was used, trade and investments stood at the
center of the stage, the U.S. holding by 1929 some 14 percent
of the volume of international trade, 12¥% percent of the value
of world imports and 19 percent of the value of world ex-
ports.'ss In spite of Depression decreases (by 1938 America
held only nine percent of world imports and 14 percent of
world exports), the United States remained a major trading
nation in the world, 66

How did the United States global trade develop? World
War I brought a demand for American commodities as well as
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a lack of money to buy them, the demand for commodities
engendering a demand for American o_.aaw.mw well. As the
American export merchants were shuttled aside and manufac-
turers began to deal directly with foreign buyers, finance cap- ’
ital replaced merchant capital as the major oon.zvo:n_.: of
international credit. For American manufacturers increasingly
relied on their banks to provide the necessary financial infor-
mation and credits for exporting. The larger banks _,om_uosﬁna
by opening branches in overseas financial centers to ?,oSa.n
on-the-spot information. Some banks also strengthened ::.w:.
correspondent relationships abroad. Still Qr.o_.m. mo:soa. special
(““Edge Act”) corporations to broaden their international fi-
nancial dealings. The bankers’ foreign department, one fin-
ancier says, ‘*had moved out of its infancy.’"'¢7

All these factors together made the U.S. a world mnm.gon.
with the economic ability to produce manufactured goods joined
to the demand for such goods from abroad. The government
accomodatingly permitted banks to expand overseas wma to
provide finance for trade, thus pushing the United States into
global commercial dealings.

As happened in other nations, American omno_mm changed
in composition as the concentration and centralization of man-
ufacturing capital upped the output of processed mma machine-
worked goods. In 1880 almost 85 percent of American exports
had been raw materials, crude and manufactured foodstuffs,
but by 1915 they comprised 58 percent and by 1940 less than
18 percent. This transformation accelerated during World War I,
when the demand and ¢
products jumped. Between 1910 and 1920 the export of semi-
finished wares increased 3Y2 times and that of finished goods
increased six times, and this trend continued. By World War

11, the U.S. could meet much of its own need, as well as Allied

demand, for manufactured goods which then comprised ap-
proximately 82 percent of U.S. exports.'5%. .

As the United States turned to export, long-term credit was
needed. U.S. exporters financed their operations in S:mz the
same way as British and other European traders had previously
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done: U.S. banks and bank capital went abroad. (Before 1914
only banks chartered by the states had the authority to branch
abroad. There were only twenty-six overseas branches of these
banks by that year. And it was not till after World War I that
United States banks were able to expand on an international
scale. This was facilitated by the 1916 amendments to the Fed-
eral Reserve Act, which permitted the national banks, with the
approval of the Federal Reserve Board, to invest in corpora-
tions chartered by the U.S. or state law to engage in foreign
banking.)*'6* One of the main activites of these overseas banks
was to finance commerce.

As U.S. goods poured overseas other nations became her
debtors and required more U.S. dollars to pay their bills. No
wonder, during World War I, the U.S. international investment
position on private accounts turned completely around, and
the United States became a substantial international creditor.
In addition, the U.S. government made credits available to its
wartime allies. This swing to a creditor position was refiected
in a rapid growth of liquid dollar holdings of foreign official
institutions: some of this capital outflow from the United
States—which went mainly to Europe—ended up as dollar
reserves in the hands of foreign central banks, although most

of it was spent again in the course of trade '

All the while the United States outstripped Britain as both
a producer and exporter of manufactures, as New York be-
came the long-term money market of the capitalist world. This
was the culmination of an extended relation between the United

*Both the Federal Reserve Act and the 1919 Amendment to that Act—
known as the Edge Act—permitted U.S. banks to set up subsidiary corpo-
rations for the following purposes:

(i) to foster the creation of branch banks in nations which had laws pro-

hibiting branch banks;

{ii) W qﬂnmmﬁo the expansion of the financial-investment activities of U.S.

nks.

' These subsidiary banking corporations were also permitted to engage in non-

banking operations, such as manufacturing and commerce—the forte of over-
seas expansion in following decades.
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States and Europe. Prior to World War I, the United States
had been an avid borrower of European savings. U.S. capital
had been short, but investment opportunity along a wide ».3:..
tier high. While the U.S. had outstripped Great Britain as a
manufacturing nation in absolute terms in the 1870s, relatively
speaking, it was still very underdeveloped. And down until the
First World War it continued to need vast numbers of people
and large amounts of capital from abroad. Then there was a
change. For during and after the war, the U.S. increased pro-
duction, conquered markets formerly under Britain’s control,
and repaid a large portion of the accumulated debt to an in-
vestment capital owned by Europe. .

There was also a shift in the position of the U.S. vis-g-vis
third countries. After 1919, war devastation and disorganiza-
tion in Europe allowed New York to share with London—and
then to take on the main burden of—the world’s center for
long-term loans, Since New York bankers were doing most of
the long-term lending in the 20s and early 30s, the collapse of
this finance led to the collapse of world trade and the shift of
the source of long-term capital to government-like agencies,!?!

At any rate, with foreign nations as debtors owing dollars
to America, they encouraged U.S. purchasers of their facto-
ries, land areas and labor-power. And at the same time they
thereby acquired dollars to pay their debts to America, United
States overseas investment increased almost 70 percent (see
table below).

U.S. Investments Abroad!”?
(In billions of dollars)

Private .
Long-Term Short-Term U.s.
Total Total Long- Govern-

Year  Private Term Direct Other ment
1919 7.0 6.5. 39 2.6 5 n.a.
1927 13.8 12.5 6.6 59 1.3 n.a.
1935 13.5 11.3 7.8 4.8 .9 n.a.
1940 12.2 13.7 7.3 4.0 .9 0.1

n.a. = not available.
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Almost the entire increase was due to private investments;
and long-term direct investments by private concerns and banks
.were more than half of the total. Other long-term and short-
term investments included loans to European nations, partic-
ularly to Germany for war debts and reconstruction,

Both bankers and industrialists therefore were deeply in-
 volved in exporting capital in the inter-war years, a study of
b American Financial Foreign Policy (1933) under the direction
‘of Morgan Bank chief Thomas W. Lamont revealing that in the

All of the countries are indisputably within the sphere of in-
fluence of the United States, financial as well as political, even
though the influence is in some cases overtly manifested only at
intervals,

¥ The financial sphere of influence included U.S. investments of
152,867,000,000, I:amont explaining, “'A stake of that size, in
4 practice if not in theory, apparently justifies some disregard
4 for the refinements of constitutionality," Control, moreover,
Was not limited geographically:

- - . these territorial acquisitions were not effected in even minor
degree for the purpose of protecting or consolidating previously
existing American economic interests in the region affected. . .
What was involved was the protection of our Latin American
commitments as a whole, and the preservation of opportunities
for further commercial and financial expansion, not primarily a
desire to exploit the economic possibilities of the specific regions
themselves.

A world-wide banker policy had been developed through the
State Department. For, said Lamont,

The stated purpose of the department was to establish the ‘Open
Door’ in China, in financial as well as in commercial matters, and
presumably for China’s own benefit as well as for that of the
American bankers and investing public. Actually, the episode was
part of Secretary Knox's ‘dollar diplomacy,’ the policy of extend-
ing the American financial empire in the more backward regions
of the world by aggressive but non-military procedures.

With big bank aid, industrialists undertook investments in
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widely separated parts of the globe: in Europe Amo:.r Generalg
Motors, International Business Machines, American .—,&s.‘_

phone and Telegraph), as well as in the no:.m.:acmﬁamuna areasgh

of the world (the Middle East, Latin America, Africa and pa 1
of Asia) where oil and other raw B&na&m. and fuel could bed

found.}”® .

These investments brought the United States into nozaum
with the other industrial Powers. Joined together, investmenids

and highly competitive finance and trade expansion after World

War 1, found Germany, Italy and Japan on on¢ side at _ommom . ‘.
heads with the United States. Germany, for example, pency

trated U.S. markets in Latin America, despite the Monrog
Doctrine and the dollar sphere of influence. Both German
and Italy carried on barter transactions with 2.:2. nations
thereby doing away with the open marketplace dealings at whicl

U.S. exporters excelled and offered keen competition. >=.”

German and Italian cartels divided markets, restricted produ ;
tion, and set prices to cut out U.S. exporters.'7

Not only did German cartels consolidate control in Contisg
nental Europe, but they also moved into America’s io;m ma
kets. The home markets, the United States defended with the;
1930 tariffs of Hawley-Smoot. German goods were thus turn .m._

back, giving rise to overproduction in Germany and helping togh

pave the way for the fascist party. On the heels of Hitler'’s

ascendancy, the U.S. pushed up the ante in bidding for worldj ;

commerce: Between 1934 and 1938, the former home of the
Open Door policy signed nearly two dozen bilateral s,w.ao tregs
ties with other nations, closing out German goods again. But
we have said, Germany followed suit with her own gmwo.

contracts, raising the prestige of the National moommmmau givin
them the means to acquire raw materials to arm Eo.sm&ou an
foodstuffs to feed the working class again on the job malas
guns. America was clearly cutting off her own world markels

e
.

now, at a heavy price for U.S. workers, but a promise of lusis

rewards for the nation's biggest ooaumm.m@m.
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America had laid out a bed of nails to puncture the com-
mercial balloons floated by other Powers. But could U.S. ex-
porters and investors avoid pricking themselves on the pikes
of others? The U.S. had long since closed down free trade into
America, stopping Germany and other European countries from

.exporting to American shores to pay their debts. This secured

the U.S. dollar for a while, making it the hardest currency in
the world, pushing up its value vis-a-vis other currencies, but
also making it inaccessible to nations that otherwise would
have purchased from America. When other nations: could not
obtain dollars by exports to the U.S., obviously they could
import nothing at all. And so U.S. exports tended to fall and
had to be replaced with bilateral trade agreements. Up went
U.S. unemployment when markets fell away and bilateral trade
could not replace them. Then down came the dollar, the U.S.
devaluing in 1933 in an attempt to stimulate exports again. But,
alas, it was too late. The depression was on, production was
down, America was spreading crises to Europe!

Treated harshly on American markets, German firms and
cartels moved cautiously into U.S. industry—controlling
chemical production, much of world steel output, and other
key industries. They even went so far as to restrict production

- of important chemicals and the use of chemical processes in

the United States, whose manufacturers and exporters became
anxious to eliminate Germany’s inroads at home and abroad.
When Germany turned to a military solution to her problems,

"~ the U.S. monopolists did not hesitate to protect their interests
. by confiscation in America and fire-power abroad.

United States traders and producers were meanwhile
hemmed-in throughout China and Southeast Asia. In China,
the Amau Doctrine closed the U.S. Open Door and took away

the welcome mat, placing in jeopardy some $68-200 million in
business interests, $78 millions of gold in property interests of
the American mission, and third place status in China’s foreign
commerce (one-fifth of China’s imports and one-fourth of her
exports).!”s The U.S. first responded with diplomacy, reiter-
ating the Open Door principles. She demanded ‘‘proper and
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adequate protection of American citizens, their property and
their lawful rights, and, in general, treatment in no way dis- .31 m.m ®ONe wx
criminatory as compared with treatment accorded to the in- 3 s8Rz BRXN od
terests or nations of any other country’’—said U.S. Secretary 4 a -
N&%mm s July 1928 note to Minister C. .H. Wang. 176 . w e m S W 555gRely
nce Japan took charge of Manchuria, however, the United b of SRSCESABTBIIIT
States issued a clearer warning. *‘As for Japan’'s economic § & < dRENA A =& £
needs,” seasoned diplomat William L. Langer wrote in the ex- m m
officio Foreign Affairs magazine, *‘it may at least be questioned /3 = §|§ 3 Y §
whether she would not be better off if she avoided political° mo RIfSARPY =AM ~v~yg ~ 8 7
and military commitments in China, Her cheap goods have 1 s |~ -
made very extensive inroads in all the markets of the world, 4 ] SESeNgRsRe|e °
and her conquest of the whole of the Chinese market is perhaps % 3 gA=Edq % R R
inevitable. Far from having gained much from her recent pol- 2 SERTRARRZA B|R g
icy, she has had to face boycotts and other forms of hostility. 4 o -«
In this case, certainly, one may debate whether the game is - < 8
worth the candle.”!?” It was not. When the U.S. decided to - E ,..,w, o g
uphold and enforce the Open Door in.the face of Japanese % 53 18 .m LAY N~~~ g
imperial expansion, war was inevitable and Pacific Asia was 2 Y £ w. - p
partitioned again. . % 3° E
& s l«\...., W Do o ...m.
(vi) Scorecard at Zero Hour y .m.% .m mnmmmmmmmn g
2 -~ P Y ™ o
Britain still led and the United States followed a policy of 31 =3 N )
appeasing and strengthening Germany and her Axis partners, §& < BS5g88s &89 Mm
This policy allowed the Chinese War to drag on in hopes that’g & LSRG g Sx~ o
Japan and Russia (now supplying arms to the Chinese) wouldis .m. - 5
expend their vigor in mutual destruction. This Anglo-Saxon: o _ w
policy also took the form of *‘neutrality’ in allowing the Fas-; M S m m m m RR m & m m G
cists to strangle the Spanish Republic. And on the eve of World; - m < o~ £
War II the partition of the world looked something like that = g SORIRToo N m
depicted in the table on page 121. , S 3888 BW, ead £
1t is easy to see why Germany—with no colonial empire L¥nIeeerd- E
and Japan—holding firmly less than one percent of capitalist m
world real estate—were anxious to acquire a larger share off g
the world’s resources. Only by force could they hope to br g o m
into the tight-knit spheres of influence which excluded them vens s 88z, 58
Japan moved first, drawing the following tiny empire togethe: 34 m m SHEZ5 .m.m =8
QESEAESSESEE 3
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Total Area’™
(Square Miles) .
Japan proper* 179,257 g CHAPTER V
Kwantung® ﬁw.www ; " e e : oo .
iy 830 'The Political and Military Steps
R -5 L )
. 627,525 )

Towards 3&..

(a) Includes home island of Hokkaido.

(b) Leased territory in China. -

(c) Puppet state after 1931-3. )

{d) Mandated islands: Cerolines, Marshalls, Marianas.

Then it was Germany's turn. “If we see that Germany is
winning,” then influential Senator Harry S. Truman Sa.ﬁa
Senate, **we ought to help Russia and if we see that Russia Is
winning we ought to help Germany and that way let ﬁ.rnB._mE
as many as possible, although I don’t want to see Hitler vic-
torious under any circumstances.” S0 early war strategy by
Britain and the United States continued the policy of appease-
ment—delay in opening a western front in favor of the United
States. U.S. invasions of North Africa and Italy also allowed
Russia to bleed. Britain cynically offered to send her troops
into the Caucasus—t0 fight only if Nazis broke through Rus-
sian lines, protecting Britain’s Near East interests and, per-
haps in the end, sharing in the partition of a weakened wsm.ﬂm.
Churchill, steadfastly opposing the second front, vnocrom_.uoa .
that otherwise Soviet Russia would be the largest beneficiary
of the terms of any European peace, military occupation being =5
foreseen as the source of postwar power. Germany thus was £
given free rein to crush Russia if she could.

In the course of the interwar years, the struggle for economic
empire had reached a high pitch, assuming political and mili-
tary forms both within and outside Europe. Exaggerated eco-
somic nationalism, which the First World War fanned to red
heat in the old and new-born states of the world, produced
pew tariff wars, new imperialistic rivalries, new jealousies,
‘new armament races, and new political intrigues. Military and
naval rivalries had not been abolished. New military alliances
were established, and the army with navy budgets of the world
were larger than ever. Imperialistic rivalries were as rife as they
pad been before the war. The nations of the world were once
sgain on the verge of conflict. Class division in Europe was
more distinct than ever before, as the centralization of capital
in the hands of a few financiers led to a worsened condition
{or the vast majority of the working people.'®°

- The population, however, did not silently bear this burden,
forming rebellious Popular Fronts in both France and Spain.
Tn 1931 the Spanish Republic was established after the elec-
toral defeat of the monarchy and the withdrawal of King Al-
fonso, while in France the Popular Front put Léon Blum’s
régime in office. These two Western European republics be-
came part of a ‘*democratic belt”’ that stretched from the South
scross Europe through the central nations of Switzerland, Ger-
| many, Austria, Czechoslovakia, and Poland to the U.S.S.R. in
 the East. In all of these republics an anti-monarchist and anti-
R andlord sentiment prevailed; and in most of these nations there

were traces of anti-capitalism as well.
These political developments frightened the aristocracy and
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the bourgeoisie, and they scurried to protect their land, their
factories and their banks, at the same time moving to suppress
these popular movements. Not only did they fear majorities,
they feared one another as well; and they were ready to use
national government power to suppress their equals in other
countries, At the same time they joined forces to suppress the
republic belt of governments, their newly-installed reactionary
régimes armed themselves to the teeth and bought time by
signing a number of military non-aggression pacts. .
Popular movements were now undermined or destroyed. In
France, for example, the Popular Front lost its following when
the Blum government proved too timid to aid Republican Spain.
And in Spain, the Popular Front was finally destroyed in 1939

by a combination of Italian armies, German war materials, '

Franco’s fascist bar{ds, and the policy of the British Tory Gov-
ernment which prevented both Moscow and Washington from

rendering the aid the Republican Government required.

Throughout Europe, the privileged classes looked upon Hit-
ler’s Nazis as their saviors; but even before the Nazis violated
Austrian and Polish borders privileged classes had replaced
the republican constitutions, established dictatorships, and
suppressed popular protest. In Germany, Austria, and Czech-
oslovakia the Nazis trampled on republicanism and established
fascist rule. :

As the reactionaries broke popular governments, each na-
tional bourgeoisic began to compete against the others—the
foreigners——for the purpose of dividing the globe in a way most
favorable to themselves. They also aligned themselves into
blocs of nations, the multiple of treaty, entente , and rapproche-
ment measures increasing as the years passed.

Generally speaking, the collapse of world commerce was

behind many of the new political alignments. Trade became
increasingly impossible. Sound currencies exchangeable for
one another on a stable basis were lacking since some nations

owned gold to back up their bank notes and others did not. ,

Since gold was the way in which capitalist nations valued their

accumulated wealth, the currencies of those have-not nations

could not be stabilized, meaning that trade with these nations
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became impossible if they could not pay in commodities or
gold itself. So trade soon crumbled because mcS.:m nations
could not pay in gold; they could not pay in gold because they
had no way to earn it by exports; and they could not export
because world markets were either not rebuilt after the Great
- War or because they collapsed under increasing pressure on
the people to produce but not to consume. So the whole system
.now lay prostrate because only a few nations had the gold, led
by the U.S., followed by France versus Britain.

Division of Gold Reserves Among the Central
Banks of the Leading Capitalist N ations,
1928, 1933 and 1938

1928 | 1933 1938
United

Slotey
. y Itoly A
Germany o A
[toly $ ltaly § United «
\ Kingdom
Germony Fronce

Germony \
United Untted France
Kingdom Kingdom

These underlying crises threatened the collapse of the in-
ternational economic system and were reflected in the final fall
of the gold standard, the eclipse of international high finance
as the League of Nations' chief instrument of political enforce-
ment, and the beginning of the end of the liberal state, pro-
duction for free markets, and the old balance-of-power based
on United States financial resources. By 1940 every vestige of
the cooperative international capitalist system of trade had dis-
appeared. Now preparations for war had replaced negotiations
for commerce, the concern for international currency stability
had been displaced by dealings over ratios of military hard-
ware, and marching armies made the struggle for peace
obsolete.

Trends toward war had developed for over a decade. By
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ancellor Hitler, despite the Treaty of Ver-
Waww_amw. MWWW_MWQ that Germany would at once increase the
size of her army to 500,000 soldiers, on the grounds that 9.«
Allies, particularly Russia and France, had not fulfilled gmz.
promises to disarm. Moreover, once Germany began to in-
crease her navy, England entered into an agreement with Ger-
many—awarding her the “right’’ to a fleet 35 vanonsm as an_m
as the British one. But neither m:«.uﬁa nor the Allies cou
now prevent Germany from Msnnavam her Eg.owi.ma to any
i azi régime decided. .
mﬁom._wwﬁmg imw not alone in the struggle to rearm. All during
the interwar years the major imperial Powers built larger arm-
ies, larger navies, and had larger armament costs than :m.%
had in the period prior to the First World uawh By Gﬁoc%
total of their troops under arms were approximately u,uco.. o .
And in the following year all the Great Powers were feverishly
working to construct new flotilla to add to 90.:. anmm. wm gEQ.
ships and cruisers. In less than two decades C@ 13-31) the awm
jor Powers had increased military expenditures by 30-2

percent:

Great Powers: Expenditures for's!

Armaments in Dollars (000's)
T 1913 1931 wwsqminmszwa
+
United States 244,600 721,700
.~ Russia 447,700 . §79,400 H ww
Great Britain 375,100 535,000 2
France 348,700 455,000 + 3
ITtaly . 179,100 258,900 + “
Japan 95,500 232,100 + ~mw
Germany 436,300 170,400 -

i i ded by 62
Where in 1925 just under $3,500,000,000 was expen
nations on armaments, by 1930.it reached $4,128,000,000 by

1934 some $4,900,000,000, and by 1936 nearly $11,000,000,000.

iati h as 70 percent
The larger Powers were puvnon:wgw,pw muc
of Eomamgamns to defray expenses of previous wars and to

.

maintain current armaments—at the same time as signing non-

aggression pacts.
The S%m of death meanwhile came from great manufac-
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turing concerns owned by a relatively few members of society,
paid by State taxes collected from the wages and salaries of
the working class. As these monopolists grew wealthy on war

contracts, the vast majority of people grew poorer. So by 1930
the per capita cost of armaments was:'#

France . $13
Great Britain 11
Italy :
Holland
United States
U.S.S.R.
Germany
Austria

B W =100 00

As happened before World War 1, again these taxes were
lavished on the merchants of death. Arms manufacturers be-
fore and during that war had included the DuPonts of America,
the Krupps of Germany, the Vickers of England, and the
Schneiders of France. Krupp and his chief director, Hugen-
berg, for example, had sold to the British their patented hand-
grenade fuse, which killed thousands of German soldiers. Yet,
for Krupp's patriotism in supplying Germany with arms as
well, the Kaiser awarded him the highest decoration. And for

. each grenade, the British State paid one shilling—totalling some
. 123 million shillings' royalty for Krupp by 1917! Again in the
- 1930s, Eugene Schneider of the Cruesot firm of France armed
'~ or partly armed more than twenty countries. China was his

biggest customer. And the German Nazis depended upon this
Frenchman’s backing; he heartily approved a larger German
army, worshipping the profits from larger arms orders.!'®? Again,
on Hitler’s inauguration of a secret rearmament program on

_ April 4, 1934, the House of Krupp offered its fidelity, thereby
i scuttling the dreams of the middle class socialists for more

butter—the Nazis wanted guns! And guns they got, as Krupp's
Die Firma accelerated its operations as gunsmith of Germany,
as the Zentralbiiro fiir deutsche Aufriistung (Central Bureau

: for German Rearmament) had by 1937 cut the number of idle

German men from six million to less than one million. Trading
off the government’s initial public works budget of 5.4 billion
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marks in 1933, the arms budget was 21 million—concealed m.=
Herr Schacht’s financial bag of tricks, paying Krupp w.aa his
fellow industrialists in IOU’s which were then accepted in Ber-
lin by a dummy corporation (the Metallurgische Forschungs-
gesellschaft G.m.b.H.) representing four private concerns and
two ministries of State, which in turn were backed by the na-
tional treasury. Since the Central Bank Schacht directed even-
tually rediscounted all these notes, Krupp and the others were
paid without a single digit appearing on the record. At the
same time the Fiihrer rounded up the socialists and labor Fm.a-
ers for jail and thereby abolished the eight-hour day, making
overtime cheap for all employers, Schacht n_oé:« blocked all
foreign currency accounts, froze foreign assets in Germany,
and drained the proceeds to the arms makers. *‘The Central
ng.:. director Schacht confided in a letter of June 6, 1936,
“has the German mark funds of foreigners under its control
almost exclusively reinvested in rearmament bills. Our arma-
ments are thus partly financed from the deposits of our polit-
ical enemies.’’ Thus the bag of tricks bankrolled Krupp.

Krupp had openly defied Versailles and was ready .8 pro-
duce. The Reichsverbank and Reichsgruppe ?n_:m”:n.!.n:a
voice of big business—publicly welcomed the Fithrer's with-
drawal from the European disarmament conference and the
League of Nations in 1933. The Reich Chancellor handed the
armed forces a blank check, which they wrote up, the govern-
ment funded, and the munition makers received. On mnﬂomz.
ber 4, 1933 the call was issued, munition makers getting priority
on raw materials from overseas, iron imports rising 170 per-
cent, Krupp's steel production at two major works increasing
from 1% million tons a year to 4 million, 25-26,000 tons of &2."_
going for the secret construction of German U-boats. And this
was only the beginning of arms making. 184

So although- the profits of militarization and war clearly
went to the few, still the merchants of death did not cause war
‘by themselves. Industrialists in a wide variety of fields de-
manded for themselves added overseas markets, more colo-
nies, new foreign investments, more repatriated profits, more
tanks, guns, grenades, shipping fleets and airplanes to protect
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their investments and commerce. If the military industries ben-

efitted along the way towards war, so much the better for their

bank balance. Yet the monopolies’ search for profit had never

stopped, leading many to conclude that World War Two was

in reality a continuation of the First World War. For indeed the
fundamental mo_dom!..ao:ovo__.nmzo:. militarism, nationalism
and imperialism—that brought on the First World War also
brought on the new one.

The march towards war had resulted from the unequal rates
of development of the Powers of the world and the resulting
domination some put on others. In the end, the German nation
wanted what the British nation held. And the British desired
to keep the Germans in check. The United States wished for
the Open Door worldwide. But Japan had other goals, seeking
an exclusive Asian empire of its own. Italy joined Germany
and Japan to take up the colonies of the other Powers. But
here Britain, France, Belgium, the Netherlands, and the United
States drew the line. Cross that line, they said to the Axis
Powers, and there will be war upon you to repossess what you
have taken from us. And that is what happened. For triangular
trade had been transformed into bilateral empire dealings; em-
pire dealings had become convenient mechanism for rearming
Germany and Japan, Britain and France; and political tensions
had been translated into a desperate arms race which dragged
the whole world into another holocaust.

Within European nations especially, the road to war was
laid out in stages—the first for counterrevolution, the second
for capitalist resurgence, and the third for crises and the rise
of antagonistic governments seeking to take what all others
held in trade, investments, colonies and profits. In the first
period (1917-23) we can discern how civilian bands of reac-
tionaries had used force and violence against the agrarian or
socialist *‘revolutions®’ —in Finland, Lithuania, Estonia, Lat-
via, Poland, Roumania, Bulgaria, Greece and Hungary. With
the connivance of government officials, similar violence was
used against the political influence of the industrial working
class in Italy, Germany and Austria. The reactionaries de-
manded *’law and order,"" eventually leading to ‘“‘counter-rev-
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olutions.” Yet the incipient fascist movements did not
themselves assume government power, for the marketplace was
being re-established and did not require a fascistic state.

The second period (1924-29) had no use for a fascist gov-
"ernment either. The powers of capitalist production were ex-
panding, the market fetters were destroyed, and all the
important nations save Great Britain were on the economic
upgrade. While the United States enjoyed legendary prosperity
and the Continent was doing almost as well, Hitler’s putsch
was a footnote in political economy. France evacuated the
Ruhr, the Reichsmark was restored by U.S. loans, the Dawes
Plan took politics out of reparations, Locarno was in the offing
for peace, and Germany was initiating seven fat years. The
‘gold standard ruled from Moscow to Lisbon by the close of
1926; buyers could now pay for their imports, restoring the
capitalist marketplace to its full capacity.

Then came the Great Crash of 1929, the market economy
turning down, general economic crises forcing nations to be
sellers but not buyers in the world. The continuing deadlock
of market dealings demanded changes in the political way in
which economic solutions were planned. The Italian trusts
chose fascism as a way out of their economic malaise. The
German cartels demanded continental markets and colonies,
not by marketplace dealings—for they were shut out of the
markets and colonies of the other Powers—but by military
conquest. Hitler, their puppet, demanded no more than they
asked, Germany taking the lead in totalitarianizing Europe.
And with Japan in the Asian wing, the Axis Pact aligned fascist
power over five continents. : .

* L4 *

Thereby the material conditions of society—monopoly
ownership, overproduction, market struggle, political bank-
ruptcy, and military occupation—had ended the marketplace
system. The monopolists and cartelistsneeded fascism to build
themselves strong for a military confrontation which, they be-
lieved, would award them with more raw materials, more mar-

"kets, more profits and more power. The liberal business
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interests, then opting for increasing national competitiveness

also Eo.nxna any move towards allowing the social means om
production to provide for popular need, instead of their private
profit. The fascists, combining jingoism and planned speed-ups
for the working population, now displayed a tawdry alternative
to En. free marketplace. And the monopolists then brought
::.ua into power in hopes that their accumulation of private
gain would continue undiminished. World War II inexorably
followed, not only because leaders willed it, but also because

the solutions to economic and political crises required it.
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