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Virgil, Georgicon, Lib, I,
505511,

E Por right and wrong are confused herey there is so much
war in the world, evil has so many faces, the plough so
little honour; the labourers are taken, the fields
untended and the sickle is straightened into the swordblade
that yields nots There the Fast is in arms, here Germany
marches; close~neighbouring cities, breaking their mutual
bonds, attack each other; the war-godl!s fury runs amok
through all the world,



PREPACE

In this thesis I have aimed at covering a field in
Economic History where not many suitable publications are
available in English, During the inberwar period, the
maintené.nce of peace and harmonious international relations
was directly dspendent on a reconciliation of the conflicting
interests between France and Germany. In studying the economic
implications of the Franco-German antagonism, I have tried to
throw light upon the crucial role which this relationship played.

The Appendix offers a quantitative survey of economic
conditions in the two countries and of the relevant production
and exchange problems. To assist the reader who is not
completely familiar with this period, a brief summary of the
relevant conferences, agreements and treaties is also offered in
the Appendix, as well as some short biographical notess

-

I would like to make it clear, however, that this
thesis is neither supposed to be a paraphrase of the Appendix,
nor a mere treatise on the commercial relations between the two
comntries concerned, I aimed rather at revealing the forces
behind the evenis and at illusirating how economic problems
became quite often subject to political and military considerations.

Woen trying $o abttain some understanding of Franco-~German
relations, it seems advisable to look not only at the interbellum
period, but in the first instance o become aware of the currents
of history which finally led to the two disastrous World Wars.

In concluzion, I would like to express my appreciation
for the thoughb=provoking seminar work under Professor R. von
Albertini of Heidelberg University, and for the facilities made
available to me by Professor M, Arkin of the Department of
Egonomics and Economic History and by the ILdibrary of Rhodes
University. Finally I would like to thank Dr. F.L. Colemsn
for meny valuable suggestions.

HedWWe
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section, depariment

. French administration of the coal mines

¢f the Saar Territory (1920-35)

the incorporation of Austria inbto the
Reich ("Great Gemar.y")

franc(s), the unit of French currency

Privy Counciliox title conferred on kigh
Govermient officials in Gewmany prior to
1918

an econony” whose indusbrial and sgriculiural
areas complement eacii other so0 as o form

some kind of self-sufficien} esonomic "bioc™
€eZe United States or Russia, Both Franse

PR - Xa T G‘rermany/



netric ton

MWirgsterialrat,

Misgion Ink:-allide de

Controle deg Qﬁe&&t
des Mineg \Mi s

Realpolitik

= gll -

and Germany aimed at times to establish
such an economic "bloc" with overseas
possessions and South~Bastern Burope
respectively, Thus Grosswirtbschaftsraum
is both an economic and political term in
its relation to expansionism.

hectolitre (= 100 litres) = 21.9975
Inperial gallons

kilometre (= 1,000 netres) = 0.,62137 miles

Counsello:r of Legation second/Tirst class
grade in the German Foreign Service
equivelent to Regierungsrat/Oberregierumgsrat
in the Home Civil Service,

= 1,10231 shoxrt bcns = 0,98421 long tons

grade in German Civil Service, usually
the director of a depariment zAbtenm)
in a Ministry

grade in German Civil Servige, usually
head of a division (Referat) in a Ministry

inter-Allied, il.e. Franco-Belgian
engineering commission, which took over
coutrol of itransport and production in
the Ruhr District during ibs occupation.

a tern coined by Imdwig von Rochau
(Principles of Realpolitik, 1853) in an
attempt to introduce a more pragmatic
approach into mid-19th century Liberalism,
Later to be applied in particulaxr $o
Bismarck's policy, Realpolitik can be
described as "enlightened nationalism",
which implies self-restriction in accordance
with political realities. It has often
been called uncommitted opportunism by its
critics,.

RM Reichsmark, the unit of German currency.
NeBs 1. Words to be in italics are underlined,

2+ Reference is always made to metric measurements.

For instance, tonnages are given in metric touns.

3 To assist the reader, terms anld quciabtione from non-

Fnglish sources bave been.translated by the author,

as far as this was possible.



I

~
3]
B
Py
«
=
©

INTR:

ODTCTION

o i A S

S




]

The Franco~German antagonism between the two World Waxs
had a considerable impact on economic relations between the two
nations albeit to a varying degree, This interwar period has
been referred to by We.A. Lewis as one of "dislocation and
experiment"‘l I would like to add here, that with special
reference to the Franco-Gemman econonic relations, it was also
a periocd of failure and maladjusiment, This can be described
in terms of a vicious circle as follows:

1, TFailure to achieve a lasting peace setbtlement.

2+ lMaladjustment resulting from the bobttlenecks of the
Peace Treaty.

3« Failure in being prepared to overcome the causes for
this maladjustment.

4e This failure on either side to see the limitations of
victory on the one hand, and to accept the implications
of defeat on the other, created further problems of
malad justment.

5« Thus entrenched in their respective positions, the
two nations failed to reach any lasting rapprochement.
The degree of failure can be ulbtimately measured in
terms of the disutilibies they underwent in the waxr
which inevitably followed, thus completing the circle,

It can be suggested that this vicious c¢ircle remained
an alleembracing phenomenom throughout the period. On the other
hand, it will be shown that at many times and in many spheres
there was a break~through this impasse., Nevertheless, the
vicious circle of "failure and maladjustment” remained an
unsurnountable barrier and, although at times it seemed to have
been overcome, this was by and large a misconcepbion,

The basis for the post World War One Franco~Ferman
antagonism lay in the fact that in 1815, after the Napoleonic
Wars, France had passed her peak of vitality while Germany, on
the other hand, fully realised her energies and economic potential

1 W.A, Lewis, Bconomic Survey, 1919 = 1939, sixth impression,

19639 P 1z,



in the actual course of the First World War.

She was only at the begimming of her struggle
for hege;éwny:' France in 1815 was at the end
of hers,

. The contrast between appearance and reality was the main
characteristio here, Admittedly, the Allies secured a complete
victory over Germany, bub France was economicaelly hardly less
weakened by her part in the war effort than was Germany., The
latterts economic potential remained superior to that of France,
thig despite her losses in territoxry, and notwithstanding post-war
appearances, the second half of our period will testify to the

reality of Germany'!s economic wrevival,

After the war,Germany was faced with economic and
political disruption, while the enforcement of various provisions
of the Peace Treaby hastened on the complete collapse in 1923 of
her economy. On the other hand was it feasible to assume that °
‘the Peace Settlement would keep a permanent check on her recovery?
Obviously not. The potential weakness of France in comparison
with Germany could not be offset simply by means of enforcing the
harsh provisions of the Peace Treabty and as long as there was no
break-up of the national unity of Gemmeany, the latter was do
emerge as a Power to be reckoned withe A comparison between
population mumbers of the two countries, and the higher degree of
industrial advancement on the part of Germany, made it apparent
how difficult it would be to reconcile the conflicting interests
of the two nations, Yelt reconciliation was of vital importance
for two greabl Powers who stood in a world where the economic
significance of Western Burope was gradually declining -~ a fact
too often overlooked at that time. I% was only during relatively
short periods that the two nations seemed to draw closer 'bogethéz-g
for the antagonising forces proved Ho be too strong, especially at
times under strain such as the early postewar years, the "Great
Depression”, and the events leading to the rise of the Third
Reich.

VWhen brying to trace some cyele in the developments and

2 1, Dehio, Germany and World Politics in the Twentieth Century,

Londony 1959, p. 114.
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in the oscillating movements along the "expansion path! of +this
antagonism, it can be suggested that generally the degree of
antagonism Iin ‘the economic sphere tended to become more moderabe
despite the upswing in tension following on after the trough
centred around the late 1920's, It is interesting o note that
neither the first climax of the antagonism resulting out of the
ocoupation of the Ruhr District nor the sescond climex, resulbing
out of the Austro-German customs union project, fell |
within the time of the Third Reich. In making Germany abandon
this project, France showed that for the last time in our period
she was able to &nforce her will upon Germany. Thus the years
after 1933 represent some kind of anti-climax, It became a
tragedy of history that France only geve up her drive as from
the time of the Weimar Republie's coming teo an end.

The following table offers a suvmmary of this,

Time Period Major Bvents and General Degree of
Tendenecies Antagonism
Armistice,
1918 « 20 Paris Peace Confercnce. Fxcbreme

Versailles Peace Settlement.

- Franco~German economic

' "Cold Wax". Strong to

1920 - 24 Total amount of reparabions extreme

_ - fixed at 1%2 million gold marks.

1923 Occupation of Ruhr District. Very extreme

LT S (Firs‘b_c"‘j)‘ ,

Dawes Plan provides first
constructive solution to
'reparations issue.
Commencement of commercial

1924 - 27 negotiations, Distinet . but

Locarno Agreements, guaranteeing moderate,
of Franco-German frontiers.

Conclusion of Commeréfal

Agreement known as

"Economic Locarmo” (1927).
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Time Period Majox Tvents and General Degree of
Tendencies Antagonism
Increasing cowoperabion both
on goverrment and private
: business level.
1927 - 30 Young Plan adopted as the Y¥oderata
"new plan" for settling
reparations problem,
Gradual decline in Franco-
German trade, contimiing up to
- end of interwazr period.
1930 - 33 Tntroduction of import and Distinot fo
foreign exchange control, vexry strong
Reparations abolished with
""" signing of Lausanme Agreement. .
1951 Abortive Austro-~German customs Extreme
ynion projeche. (Second Climax)
Increasing restrictions on
1933 - 36 Franco«German trade, especially Strong
on the part of Nazi Germany.
Franco=German "quota=guarrel",
Partial consolidation in the Distinet bub
field of economic relations moderate
with signing of Commercial N,Bs Strong as
1936 = 39 from mid- ’
- bgreement (1937). 1939 afber
Failure to obtain any alle German occupation
. of rest of
embracing rapprochement, Czechoslovakia.

Having dealt with the degree of antagonism we are led %o

ithe gquestion of the nature of these antagonising forces.

It can

-be suggested that the actual antagonism manifested itself in the
political sphere, and both emotional and economic elements were

of a complementary funotion here.

On the other hand, it can be

maintained that the field of antagonism was determined by the

drive btowards hegemony, which in turn found its basis in economic

considerations.,

Power politics consist of +two main components,
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the first being military and the second economic. In essence,
the display of military force can be said o be primarily aimed

at nainbaining or securing a certain economic position. Thus it
becomes clear that power politics are founded on economics, and
the latter can hence be vegarded as the "stream of consciousness"
of power politics. TFor the purpose of this {thesis, such a
simplification offers a convenient foundation. This does not
mean that non-economic factors can be neglected, Notwithstanding
the fact that World War One was the first great "war of materials",
especially when considering the decisive role of the American
involvement, this war remains also a war of emotions and senbtimental
aspirations, Quite often such non-economic factors were
responsible for dangerous developments as far as their economic

implications were concerned,

Since this thesis is concerned with the economic aspects
of Franco~Gemman relations, such non-economic fachors are )
scrubinised in respect of their significanée for an understanding
of the economic field of action.

The strain énforced upon Franco-German economic relations
was to no negligible extent the result of "oubside interference"
being largely of a political and emotional character, This had
its impact on the reshaping of economic intercourse and in
particular of trade relations. Despite the fact that the
obligations of Gemmany under the Peace Treaty, especially as far
as Reparations were concerned, came de facto to an end with the
signing of the Lausanne Agreement in 1932, political and emotional
barriers remained, due to the emergence of g new antagonising
foroe in ibts own righits -~ the ideology and expansionist drive of
the Third Reich,

Over the period as a whole, the economic sphere.as such
offered less situations of conflict than one might expect. Ab
first sight, of course, the changes in territorial and customs
frontiers determined the economic rescurces available %o each
nation, It will be shown that there is a good deal of
justification in speaking of an economic balance of power
concept, when dealing with the distribubive shares of the
Ruhr-Lorraine-Chammel unit, which each mation tried to secure



for herself, This unit, divided up betwesen Gemmany, France,
Belgiwm and Inxemburg, can be regarded as the most important
industrial region of Western Burope, The possession of its irone
ore and coal deposits and its heavy industry became a dream which
fascinated many who intended ‘o establish or rewestablish either
German or French hegemony on the Continents The Franco-German
antagonism in the political sphere was to a considerable degmﬁée
influenced by the realisation on either side that political power
and the nation's economic strength were a direot funotion of the
share each one secured for herself of that economic unit. These
economic considerations were a vital issue and had dirvect bearing
on the fwo rations'! involvement in the field of power poli’biés.

Thus the direct or indirect political control over. this
unit became ab diffevent times the pre-requisite for each nation
to attain economic hegemony - mainly in Germany up to 1918 and. .
thereafter in France, In fach, this can be inbterpreted as an act
of defensive aggressiveness. It was not only economic power bub
also national security which was regarded as being dependent upon
the favourable "balancing' of the Franco-German power strugg;e,

It will be seen %hat the French desirve for security determined her
attitude towards Germany throughout the interwar period.

It will further be shown that another stumbling block to
any political rapprcchement during early post-war yeaxs was Qbhe
economic discrimination against Germany as laid down in the ?reaty.
As from late 1924, the necessity o enter as soon as possi‘ol;é into
normal economic relations, based on the principle of eg_ua.lité,r was
recognised, The reasons for this readiness o overcome the’
existing state of affairs were firstly that the Dawes Plan.3 settled

3 Against indtial French resisbance, bwo sub-commitiées of the
Reparation Commission were sebt up at the end of 1923. Only one
of them, headed by the American, Charles Dawes, gained importance.
I% was concerned with the problems of balancing the German budget
in view of the Allied demands for reparations. The Dawes Plan,
as it was to be termed, emerged out of the working of this
comnittee, and became the basis for a fair settlement of the
reparation issue in London in August, 1924. Germany obbtained

(footnote contimmed on mext page)
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the Franco-German "Cold War" in respect of reparations and seocondly
that the economic discrimination against Gexmany came o an end

in January, 1925, which made it in the interest of each side %o
seek to negotiate for the conclusion of a commercial agreement,

It took almost three years to reconcile the conflicting
interests of the 4wo nations, The Commercial Treaty of 1927 has
been called an "economic Locarno”, However, it did not survive
the strain of the "Great Depression”, and 4id not conlribute in
any vital respect to the creabtion of a lasting Franco=Geman
rvarprochement, Similarly, the Commeroial Treaty of 1937 helped
to consolidabe the strained Franco-German relations, bub again
its impact was limited. Hopes for any form of rapprochement were
limited at that time as well, and thus it cams as a surprise when,
as from the end of 1938, the visit to Paris, of the German Foreign
Minister, von Ribbentiop seemed ’sé offer fresh hopes and large~
scale projects of Franco-Gemman economic co~operation were enviéaged».

In fact, it will be seen that throughout the period,
Franco~German antagonism was accomparied by various atbitempbs to
co-operate. For instance, as early as 1921, the Wiesbaden
Agreement envisaged the co-operation between French and German
private firms in the fi=ld of zeconstruction of the devastated
areus in Northern France, I was one of the first steps o
settle the reparations issue in a spirit of mutual fairness,
However, this project failed due o the lack of a spirit of co-
operatior on both sides,.

Another example is seen in the Franco-German co-uperation
as regards inbernational cartels, Mubual economic interest

brought the two sides together here where it was usualiy the

% (Continued)

a loan of 800 million gold marks bo allow her %o make her first
instalment., "This is the begiz';ning of the process of keeping
the debtor alive by hock or by crook".

Keesging's 1932, 351 B,

RoN. von der Nahmer, Die deubschen Revarationsn und das Problem
der allierten Kriegsschulden, Propylien Weltgeschichte, vols, 9,
Das Zwanzigste Jahrhundert, Frankfurt-Berlin, 1960, pp. 368-Tl.
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conditions on the world market which were conducive for establishing
or joining such cartels., This was the casz for instance with the,
creation of the FPranco-German Potash Cartel of 1926 and the Francow
German Dyestuffs Cartel of 1927, Unfortunately such co~operation
remained limited in i%s applications

Due o continuing antagonism, any co=operation of a more
far-reaghing scope was bound to meet with failure. For instance,
a cartel of the heavy industries of the two countries or the
ereation of a European organisation based on French and German
co=operation in the distribution sector of raw materials supplied,
especially as far as iron-ore and coal are concerned, had little
realisation value at that time, ‘

Ua the other hand, an oulbstanding example of the
devélopment of some kind of spirit of good will between France and
Germany are the sowcalled Iuxemburg Conversations 'during the years
1931 to 1933, These were a series of intensive contacts between
French and German industrialists, They discussed ways of
combating together the problems faced by private enterprise during .
the Depressions Purthermore, their special concern was the Francoe
German antagonism in general and its political implieations in
perticular, They induced the French Government to agree to far-
reaching concessions in favour of Germany, especially as far as her
eastern frontiers were concerneds A lasting repprochement could
be envisaged for the first time since the war. However, the Nazi
Government jeopardized such moves with its intransigent attitude.

It is quite surprising that the Franco=German economic
relations, after being exposed to this sort of ideological strain,
tended to develop satisfactoriiy., Of course, the trade control
mechanism which had grown out of the Depression, had its
detrimental impact. Exchange controls, import quotas and
clearing agreements had disruptive effects, this especially since
the French economy recovered extremely slowly, while the Nazi
Government applied restrictive devices far béyond the measures a
democratic government would have adopieds Desplte this, the
Commercial Treaty of 1937 abolished the clumsy workirg of the
clearing system and payments were o be made in the normal way
although quoiss remained.
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At this time political events overshadowed the economic
sphere, For instance, the Gemman claim to colories was far more
controversial in its political than in its economic implications,
From an economic point of view. France had not o lose much in
respect of Buch a Gexmsw claime On the contrary, there were
various prospects for successful co=-operation, The crux of the
matter lay in the political sphere, where Germany was threatening
the maintenance of world peaces

In the Balkems, by many regarded as the "natural" economic
hinterland of Germany, France was on the retreat, thus reflecting
this bime in the economic field prevailing appeasement policies,

She was retreating despite the fact thabt, although holding a weaker
position economically in South Eastern BEurope since she did not offer
adequate markebs for the produce of those areas, her capital holdings
there were in most cases far greater than those of Germany, who in
turn offered the markets France was unable or unwilling to provide )
by herself, VWhere both nations could have functioned in a‘
complementary way, this might have led to fruitful Franco-German
co-operation. At the very end of our period this was indeed
envisaged, bub political forces formed such an an'bagonisingl drive
that instead another world war was o be undergone,



CHAPTER 1I

THE IBGACIES OF VAR AND THE SUBSFQUENP FEACE SEITLEMEND.

R L



¥’

1, THE PROBLEMS UNDERLYING FRANCO-GERMAN ANTAGONISM WITH
SPECIAT, REFERENCE TO REPARATIONS.

\

When working on the interbellum period ome must, for
obvious reasSons, first look at the oubcome of the First World War,
and in particular at the Peace Treaty, soon after to be described
by even a Frenchman ag = .

",,..dead, fallen into dustl,

Nevertheless, this "accursed porcupine", as General Smubs was bo

term it, had repercussions over the whole pe:ciad.z

Both France and Germany were faced with the eonsequenges
of the first real "war of maberials", which has been described as
Jjust as much a "battle for supremacy” between Krupp's on one hand,
end Schneider«~Creuzot on the othexr, as it was between Foch and
3

Hindenburg.,

This kind of "war economy”, a novelby in histoxy,
develeoped further and further with the duration of the war. In
Gemmany the exigencies of war led to complete "War Socialism" -
at the end of 1916, the so-called Hindenburg Programe envisaged
the wobilisabtion of all economic resources, and state control |
became gradually all-embra.cing.4 This dvive to autarky was more
or less enforced upon Germany by the blockade and the material
supremacy of the Allies, and it laid the foundation stones not
only for later irresponsible experiments bub also for plans for
German political and economic en':_'pamsi:m.5 While such plans

1 Jds Caillaux, Economics and Politics in Europe, F.A., vol. 1,
1922-23, p. 44.

2 is.ce the Peace Treaby of Versailles, see Selections from the
Smuts Papers, vol., 4, November, 1918 bo August, 1919, edited
by W.K, Hancock and Jean van der Poel, Cambridge, 1966, No., 976,
De 167, (Smuts! letter to Margaret Gillett, May 18+th, 1919).

3 P, Batty, The House of Krupv, London, 1966, p. 131, A
4 Stolper, Geman Foonomy, 1870-1940, London, 1940, ppe 116-20,

5 P, Pischer, Germany's Aims in the First World War, Iondon, 1967,
passime .
G. Ritter, BEine neue Kriegsschuldthese?, HZ, vols 194, 1962, pp. 646=68.

P=—
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finally became irrelevant with the signing of the Armistice and
German economic policy had to be defensive in almost every respect,
this state of affairs was to undergo a complebe reversal again in
the late 1930!'s when Nazi Germany enbered upon its expansionist
drive.

Turning to the development of conditions in France, we
find that up to the outbreak of the war, the extremists of both
the Left and Right stood uncompromisingly in opposition to offieial
financial policies = they regarded large-scale French foreign
imvestments as a way of weakening the country's own means of
production, However, during the war a reconciliation (union
sacrée) developed in France between former antagonistic political
forces, similar to the inter-party truce {Burgfrieden) between
Social Democrats and the conservative Egtablishment in Germany.
Hand in hand with the escalating military and economic warfare
which resulted in an all-embracing involvement of the State in
economic affairs (éta‘tisme)6, a complete change of the pre-war
economic life could be seen in France, as a consequence of the

nation~wide effort o increase ou‘bputj

As in Gexrmany, although to a lesser exbtent, the
concentration of economic forces into the hands of State machinery
was conducive to the develomment of a drive towards economie
expansion, which gained more and more ground, and during 1916 it

became clear that eeonomic considerations were here equally,

6 The climax of state control was reached in France by the right

to legislate "by decree in the whole domain of the counbry!s
econcmic life"”, These exbensions of power were granted to the
Clemencean Ministry on February, 10th, 1918 - P, Renouvin, ZThe

Formg of War Goverrments in France, Yale UePs., 1927, p. 155.

On November, 24th, 1916, LlAction Frangaise emphatically
revealed this change in menbality as follows:

"Tout 1lmonde va travailler;

Fini d'étre rentierssees

Pour gulnous soyons vaingueurs,

Plus d*faignants, rien quldes travaillsurs,"”
Quoted in: M. Hoegel, Die auswaertige Handelspolitik Frankreichs
nach dem Kriege, .lMuenchener Volkswirtschaftliche Studien, NF,
Jenn, 1929, D. Te



if not more important than traditional largely politically motivated
expansionist views, Affter the Paris Economic¢ Conference from

June, 14-1Tth, 1916, which had opbimistically envisaged a
comprehensive system for the further consolidation of inter~Allied
economic -co~operation afier the war, it was obvious that in
connection with this the elimination of Germany's pre-war economic
shtatus and the claims for reparations were issues of the ulmost.
importance, as far as any future peace settlement was concerned.

In French official circles it soon became unguestionable
that the military defeat of Gemmany should also result in an
economic defeat, Thus during the war, the Bnitente Cordiale

developed also into an Mntentbe lconomigue, regarding both war and

peace objectives.s

The consistency in France's policy in extending economic
warfare inbo times of peace was proved by her post-war attitude |
towards Germeany., This can be illustrated by President Millerand's
Speech delivered at Rouen on July, 26th, 1921:-9

Our customs policy is an integral part of our foreign
POlicy esee Our Minister of Poreign Affairs has been
criticised, sometimes not unjustly, of not having

taken economic considerations sufficiently into account.
The danger would be no less great if our Ministry of
Foreign Trade d4id not recognise in its policies the
importance of diplomatic and military factors.

Germany, on the other hand, had to accept defeat and
the economic clauses of the Peace Treaty threatened the wvery
existence of the nation. Despite the fact that the structure of
the whole economy was disrupted through the provisions of the
Treaty, one should keep in mind that the policy of financing the
war had alrsady laid the foundation for the collapse of the monetary
system. Comparing the two nations, it was the war itself which
proved to be disastrous . for France, while it was the actual oubgome
which paralysed Germany. The latber’s position on the world |
markel was far more seriously affected than that of France, and

® Ibid., pp. 8-l

9 W, Roepke, Die imbernationale Handelsuolitik nach dep Krieme,
Jena, 1923, pe 124



w 13 =

the problem of meeting the claims for Reparations proved to be in
the immediate post-war period the main obstacle to recovery. In
addition, it has been suggested that Francets basic mistake was
her failure to recognise the limited nature of the victory‘lo
Thus by discriminating sgainst Germany not only politically butb
also economically, any xrapprochement became rather illusiorary.
The systematic discrimination against Germany, as far as foreign
trade was concerned, is illustrated especially by Article 281 of
the Treaty:-

If the Gemman Govermment engages in inbernational

trade it shall not in respect thereof have or be

deemed };o ahave ﬁy rights, privileges or immunities

of sovereignty.

Against this background of Franco~German confrontation,
the most important perhaps of the war legacies was the reparations
issue. It was none other than this which influenced Franco-
German relations for more than a decade in a tragically alle
embracing way., It was unforbunate that the Armistice did not
specify exact claims but laid down ceribain general obligations on
the part of Gemmany, and this led to widely conflicting
intervretation. The Amistice was not a cease~fire in the true
sense of the word, but came to be regarded by some, especially the
French, as 2 means of preventing Germeny from taking up arms again
and as a means of recovering her own costs of war. Thus while
within eight months afier the war the Peace Treaty was signed, it
took thirty months to sebtle the question of the total emount of
reparations Lo be demanded, and it was here that bitter conflict
was to be perpeiuated. !

On October 3rd, 1918, the German Govermment accepted

a peace sebtlement based on Wilson's Fourteen Points and his

0 p.W, Brogen, The French Nation. from Napoldon %o Pétein, 18141

Iﬂndon’ 19619 Pe 24?&

1 See A History of the Peacs Conference of Paris, edited by

H,W.V, Temperlsy, vols 11, Chronology, Notes and
Documents, London, 1920, p. 248, See also Articles
264'3120
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subsequent speeches, the results of which were further specified
in the Lansing Note of November 5th, 1918, In accordance with
this Germany accepted the general principle of responsibility for

the restorabion of the devasitated a;reas.lz

' Thus the Ammistice was concluded based on these agreements,
M¥uch controversy arose over the interpretation of the preambie o
Paragraph 19 of the Armistice, which reads:e

With reservabion that any fubture claims and
demandss o s sremain unaffected, the following
financial condi*:inons are requireds Reparation
for damage done. 5

This became the so~called Klotz clause introduced on the suggestion
of the Franch Finance Minister who at one stage, "guaranbeed"
anmual German reparation payments of 18 milliard gt:'.Ld.ma:cks%,.14

The clause was somebimes interpreted as an exbension of the claims
made in the lensing Note, hut in fact it was hardly more than a .
common legalistic reservation, not affecting the subjeet matter

ag such,. 15 Thus further claims beyond the actual letter of the
Lansing Note were abandoned at the Peace Conference, and so the
various claims for compensabtion for the costs of the war, estimated
at some £24,000 million and more, lost their significance.

However, it still remained an open question as +to what

should be regarded as damages, as distinet from costs of the wa,;-.lé

H, Ronde, Yon Versailles bis lausanneg, Der Verlanf der
Reparationsverhandlunesen nach dem I. Weltkriege, Stutitgart,

12

1950, p. 12, See also Stopler, op. cit., p. 88,

13 JaMo Keynes, The Economic Conseguences of the Peace, London,
1920, pp. 103 f£f,

.

4 g « Caillaun, Economics and Politiocs in Burope, Fasle, vol. I,

1922423, ppe 39-40.

15 B, Baruch, The Makine of the Reparation and the Beomomic
Sections of the Treaty, New York-London, 1920, pp. 29-30,
J-Ms Keynes, A Bevision of the Treaty, London, 1922, pp. 140 ff,

16 Keynes, Consedguences, op cites; ppe 54~5 and 103 ff,

See also Keynes, Revision, op., cit., pp. 134 £1,
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This was the time when the inclusion of pensions into the bobal
Allied cleims was suggested, finally resulting in the accepbance
of a rather sophisticated interpretation of the term "civilian
population". To meke the Smubs Memorandum of March 3lst, 1919
responsible for this, an.. o call Smubs the "great South African
caswist", does not seem to be fully jusbified.t!

The French attitude towards reparations proved to be
not vexry realistic., The inclusion of pensions, while i% trebled
the amount of the total Allied claim, however reduced the share
of France as far as apportionment among the Allies was concerned,
At this time French politicians were mainly concerned with how
much Germany ought to pay and not with how much she could pay
("Le boche payers tout")al

17 .
' Brogan, op cit-~, ps 248,

W.Ks Hancock, Smuts, vol. I, The Sansuine Years 18701919,
Cambridge, 1962, pp. 540-1.

In brief, the argument of Smub’s memorandum runs as followss
firstly, compensation implies a "far-reaching scope" and cammnot
be limited {0 restoration of the devastated territories only;
Secondly, compensabion to the civilian population includes any
damage suffered by a soldier, since he will again be a civil;ian
after his discharge, and thus all war pensions and separatiojl
allowances constitute a liability of the German Goverrnment.

To a certain extent it is Justified to see in this a
casuistic approach. To call it straight forward common sense
might be casuistic as well, Bub Smubs was not the first to
put forward such an argument abt the Conference, The claim for
the inclusion of pensions gained ground before Smubts even
combemplated writing his memorandum. Both Sputs and Wilson
have been described as "idealists under strair, bound to meet
with some degree of failure”, |
Selections from the Smuts Papers, op. ¢it., no. 926, pp. 96-8.
This memorandum was first published in Baruch, op. cit., pps. 29~32.
Go Curry, Wilson, Smuts, and the Versailles Settlement,

AoHaBs vol. 66, 1960~1961, pe 986, '

18 Ronde, ops Citss DPs 37 £fe; ©5De Ds42s

A.Je Mayer, Politics end Diplomacy of Peacemaking Contaimment and
Counterrevolution at Versailles, 1918~1919, London, 1968, ppe 647=54.
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The reasons for this can be found in the way in which
many of the French leaders and the general public ignored basic
economic considerations in their dealings with Germany, It is
hard to understand how the myth of German reparations as being the
panacea for all French financial problems could have survived for
so long as well as the belief that at the same $ime her vanguished
foe could be kept prostrate,s It was soon discovered that Germany
could only pay the large sums required if she could accumulate
surpluses in her foreign trade Yo the amount necessary for
reparations, Thus she would have to comply with her obligations
by paying with the foreign exchange earnings obtained from goods
and services she could expert over and above her import regquirements.

The basic and undisputable fact remained however, that
there were limits in the elasticity of demand for Gemrman goods on
the world market.s Furbhermore, the capitalist system had its
own working mechanism in that by stimulating further and further
German export trade, Germany's capacity to compebe with nan-Geﬁnlan
producers would have to be improved into unforeseen dimensions,

The inberests of the latbter had to be safeguarded and this necessaxy
bolstering of Gemmany's competitiveness as a trading nation at"~bhe
expense of others would have had serious effects and disruptive
consequences on world trade in general. Furthermore, repara‘hions
in kind also came to be regarded as a mixed blessing both to France
and her Alljies, For instance, reparations in coal made by Germany
were at times so great that they forced the price of domestic coal
down in France, leading to re-exports of coal by the latier at
dumping prices, so affecting the British coal industry and becoming
partly responsible for mounting social unrest in Britain, which led
40 the General Strike of 1926.19

19 5,8, Clough, France, A Hist Nati omies, 1769-1939,
New York, 1964, pp. 324-5 and note 112, p. 478. ‘
For further debails on conditions in Britain see:
The C Crisis, FPacts from the Samuel Commission =6,
labour Reseaxch Depariment, London, 1926,
R,P, Arnot, The General Strike, May 19263 Tts Oxizin and Higtory,
Labour Research Department, London, 1926, :
Je Symons, The General Strike, London, 1957.
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Thus can be seen the lack of insight inbo the economic
implications of reparations demands, as from early peace times,
The struggle to reach agreement over the total claim to
reparations was long and arduous. After various even more
extreme demands, in February, 1921, France was still demanding
269 milliard goldmarks from Germany (£13.5 miiliard). On the
other hand, the material damage in Northern France was estimated
at no more than £500 million, and the French net war debt in temms
of inber~Allied indebtedness amounted to sbout £700 million.zo
The Spa Agreement of July, 1920 had already fixed the apporbiomment
among the Allies and allocated 52 per cent to France, Thus ab
this stage, such demands had rather propagandistic value only
although exerting pressure on the Reparation Commission, which in
April, 1921 reached the decision %o fix the total amount of
reparations to be paid by Germany at 132 milliard goldmarks (£6,

milliard).2t -

The French claim smounted fo the following: (milliard
goldmarks )22

20 Xeomingts, 1932, 351 B.

Keynes, Consequences, oPs cite, ppe 116-20 and pp. 252=65.,

Ioans made by France to Russia during the war amounted to £160
million., Adding this to the net figure of French foreign
indebtedness, we arrive at £860 million., Ioc, cit., p. 254.

2! This figure represents more than two and a half times the net

national income of Gexmany in pre-war times, which amounted +o
51 milliard goldmarks in 1913, 1In berms of the tercitory
remaining to Germany after the war, it was 46 nilliard goldmarks.
P, Iuetge, Die deubsche Kriegsfinanzierung im I, und II,
Weltkrieg, Beiitraege zur Finanzwissenschft und Geldtheorie,
Goettingen, 1953, ppe 243~57.

22 Reparation and the Policy of Repudiation: An American View,

by "Alpha, F,A., vol II, 1923=-24, ppe T4 £f.

It can be suggested that a victorious Germany would have demanded
ceteris vparibus a total of reparations to be made by France
amounting to about half of the figure demanded by the latter

after the war. However, the Gemman territorial demands especially
those in the East were of greater importance here,

Fischer, op. ¢it., pe 117 and passinm,
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I, QClain for injuries %o persons 35:5

1I. Proverty Demage
(a) Damage in devastated areas 24.8

(b) Shipping losses, Demages
abroad 3.3
(¢) Interest at 5 per cent,
November 11th, 1918 to May
1st, 1921 344

S ———

Total 6740

It is difficult to make an assessment of +the amount which
Germany actually paid. In any case, it remained only a fraction
of the sum originally asked for.

It had been recognised in Article 232 of the Treaty that
Germany?'s resources made complebe reparation for all loss and
damage incurred by the Allies impossible, The persistent demands .
for an unreasonably high sum, especially on the part of France,
were never fully successful, and even the amount of 132 milliard
goldmarks was still far beyond Gemmany's capacity 1o PET»

On the other hand, it may be interesting to analyse
Germany!s capacity to pay firstly in terms of reparations and
secondly in terms of her expenditure on armaments by the Third
Reich in the years preceding World War Two.

It should be.noted that the expenditure on armaments in
Germany amounted to 51,5 milliard marks for the six years leading
up to World War Two, This German "armament effort" represents
on an annual average about 14 per cen'ﬁ of her national income, and
it came close o 20 per cent fo:e the years :!.937«—39.23

Here the effects on the German economy of the 1914-18
war and those of the "Great Depression” after 1929 are not
completely incomparable where in both cases, industrial production
figures indicated a contraction in output of about two-fifths,
Admittedly, a democracy and a dictaborship can mobilize the economic
potential of a nation to quite a different extendt, and in addition,
the psychological factor has t0 be considered, In the 1930!'s,
re~armament was something which could easily be made "popular”,

23 survey, 1939~46, The World in March 1939, Appendiz II, p. 493
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which could hardly have happened with reparations. Thus it
remains an interesting fact that from 1925 to 1930, Germany spent
on the average 2.6 per cent of her national income on reparations,
but a percentege of five to six times as much of her national
income on armements in the years 1933-39024 This demonstrates
the relatively moderate annual burden imposed by reparations after
the coming into operation of the Dawes Plan when comparing it with
the heavy burden later imposed by rewarmament, However, this
comparison is misleading as regards the period 1925-30, since the
latter does not represent the immediate post~war times, It was
during the pre-Dawes Plan years (1919-23) that the amount of 132
milliard goldmarks was pubt forward unconditionally as the ltotal
Allied claim and that the annual demands for reparations proved
1o be beyund Gemmany’s capacity to paye. Although in 1924 the
Dawes Plan recognized the limits of Germany's capacity to pay when
reducing her anmual instalments, the total Allied claim was .
officially revised only with the Young Plan of 1929, Thus when
comparing both the post-war "reparation effort" and the post-
depression "armament effort”, the obvious starting points are the
years 1919 and 1933 respectively.

It is a debatable question whether any valid calculation
of reparations as a percentage of national income can be o‘b'ba,:m«aéd
for the period 1919-23 which is relevant here, Similarly, only
estimates are available for the total amount spent on armaments
for the period 1933~39. Nevertheless, it can be suggested tha}
the "reparation effort” of the years 1919-~23 more or less equalled
the "armament effort" of the years 1933—39.25

24 B, Mantoux, The Carthaginian. Peace or ‘the Fconomic Conseguences
of M. Kevnes, Oxford UP, 1946, p. 147.

25 Survey. ope cite, Do 501.
Mantoux, ops. cibs., pp. 111-7,
M.Y. Sweezy, The Strcture of the Nazi Beonomy, Harvard Up,
1941, pp. 206-8, '
The German esbtimates of reparations are used here, after 25 per
cent have been deducted for "adjustment" purposes, in order to
eliminate certain "errors" which may have occurred in the

«sssef00tnOte 25 conbinued/
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In facht, the "armament effort” of the 1930's represented
an ubmost strain on the productive resources of Germany. Since
the impact of the "Great Depression” was at least in the same way
felt as that of the Pirgt World War and since reparations wresulted
in a similar burden for the nabion, it becomes apparent that
Germany?s capacity bo pay was ¢gverstrained by vhe reparations
demanded during the years 1919-23,

As far as France is concerned, she adopted a moderate
claim to reparations only after realizing that during the 20
months of the occupation of the Ruhr Distriet, when in control of
four-fifths of Germany!s heavy industxy,% she was able to secure
much less than a tenth of all reparations received from Germany up

to the coming into force of the Dawes Plan.27

25 ocontinued
German calculations, The national income of the year 1913,
within the Versailles boundaries (excluding Saar Territory) has
been substituted for not available figures relating to the years
1919-23, The 1913 national income figure thus tends to deflate
the percentage share of reparations, Despite this, reparations
amount to 13 per cent of national income in this calculation.
Due to reasons given above, it can be assumed that the actual
percentage was even higher, In addition, it should be
emphasised that the German figures are largely reliable for
calculatbing the "reparation effort"., Some of the goods and
services supplied in terms of reparations made by Germany can
be regarded as being completely useless for the purpose of
actual compensation., For the purpose of re-armament, however,
the possible channelling of this "effort" is decisive and
relevant here, In this context, we are not concermed with
the utilities gained from reparations by the Alliss, The
disutilities dnvolved for Germany are important, since they
represent an equivalent potential in terms of the alternate
Yarmament effort",

26 In the late 1920%s the Ruhr District was to become responsible

for about four-~fifths of the output of +the whole German iron
and steel industry., - He levy, Industrial Geymany, Cambridge,
1935, pps 48-9.

o e vesfootbnote 27/



2T , Friedensburg, Die Weimaver Republilk, Berlin, 1946, pp. 103~5.

I+ should be noted that in prineiple, I am in agreement with
Mantoux as regards the difficulbies in estimating post-war
national income cif Germany and thus took like him the 1913
figu:r:es, while offering a re-assessment in view of Germany's
capacity to pay reparations, ~ Mantoux, op. cit., pp. 14«5
and 1156,

For a detailed treatise of Germany's capacity to pay reparations
in view of her foreign trade requirements and her budgetary
problems see: H,G, Moulton and C,E, McGuire, Germanv'!s Cavacity
to Pay, New York, 1923, pp. 98-~200.
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2, THE PROBLEM OF COMPENSATION IN THE CONTEXT OF THE
RUHR-LOBRRATNECHANNEL UNIT.

After having touched upon some of the actual consequences
of World War One and of the Peace Settlement, it is both inberesting
and necessary to cowpare them with the diffevent oubcomes of the
war whickh might have been possible. For convenience, I restrict
myself to the role of the Ruhr~Lorraine-Channel unit in respect of
Franco-German antagonism,

In approaching the problem by means of this model, the
underlying forces behind the Franco-German anbtagonism can be seen
in the demands for compensation which were made in terms of either
territory or reparation payments, These demands for compensation
can be reviewed in the light of the economic balance of power |
between the two nabions, as illustrabed by their share in the
vital Rukr-Lorraine-Chammel unit, a share which both nations aimed’
at increasing at the expense of the other, To show the magnitude
of the mutual drives towards hegemony, the importance of each area
of this unit has been expressed in terms of its pre-war steel
production as a percenbage of the steel output of the unit as a
whole. Steel is also used as a measure of value with regard fo
compensation by reparation payments. Hence reparation paymenj:s
are expressed in "steel currency" and are given as a percen’cagé of
the steel oubput of the whole umit. This has been done to show
the dimension of the demands for reparation payments as against
the demands for compensation by territory. In other words, a
nation would receive an equal amount of compensation by securing
either temporary or permanent control of the equivalent steel 1
output of a certain part of the unit, as she would receive from
reparation payments,

The repercussions of any permanent extension of control
over an area will not be dealt with explicitly, The permament
nature of any peace settlement can be guestioned as a criterion
here., Only a peace based on mubtual fairness and taking both
nations? inbterests fuily into account, might have offered some.
lasting peace, Up until then, it was simply unrealistic o
assume the establishment of any '“new order" which was to cancel

out the century=-0ld Franco-German anbagonism.
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In line with this, the following hypothetical and actual
settlements as regards the economic balance of power in the unik

are now discussed in terms of its steel-producing areas.

¥y first case is that of a peace with no terriborial
demands and no claims to reparations to be considered - a rather
unlikely proposition since each side was determined to decide the
war in its own favour and to make others pay for it. The abttitudes
of the peoples themselves would have made impossible such a
settlement by maintaining the status guo anke, Both the French
and the German peoples were asked to make extremely heavy
sacrifices during the war and were inspired by a propaganda
machinery which promised everyone that at the end of this war, he
would be on the side of the creditors. The peoples were led to
believe that the enemy not only oushi to pay but would be made %o
pay the bill for the war, The arousal of such popular sentiments
elucidates the difficulties experienced after the war in explaining
to the Frenchman that there could not be "fulfilment" of all his
hopes with regard to reparations, while on the other hand, it was
no less difficult to meke the German believe that "fulfilment"
was, if not a good thing, ab least something to be accepted.

Out of this develops our second proposition = that of
peace with claims. Whoever the victor be, he claims compensation
in one way oxr another, However, things had not necessarily 'té)
develop into the impasse that they actually did become, and |
depending on the circumstances involved, various solubions might
have been possible, In fact, everything boils down to the
existing Franco~Gemman antagonism in respect of resources available,
Both the pre~Ammistice imperialistic drive by Germany and the "
mainly post~Armistice drive towards hegemony as undertaken by
France, were largely motivated by the realisation of the crucial
imporbtance for each nation of which share she would be able o
secure for herself out of the Ruhr-lorraine-Chamnel unit. Notb
only the dealings at the Peace Conference, bubt also the
occupation of the Ruhr District highlight ’bhiS«ul

1 ¢.X. Leith, The World Iron and Steel Situation in its Bearing

on the French Occupation of the Ruhr, F.d.,, vol. 1, 1922-23,
Ppe 136-51,
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The formulation of hypothetical "solutions" firstly
enables us from an economic point of view to oblain a grasp of the
econcmic importance of areas which contribuited so much to the
creation and mainbenance of Franco-German antagonism. Secondly,
it throws light upon the extent of the "anbagonising weight” of
demands for compensation. As far as these hypothebical settlements
of the model are concerned, when distinguishing between moderate
and excessive claims to reparations in terms of steel oubput of
the unit as a whole, the French claim is taken as twice that of
the German, since the latter placed about half of the former'!s
emphasis on reparation payments, while extending her territorial
demands accordingly. A moderate claim is taken as representing
an equivalent amount of 50 per cent and 25 per cent respectively
of the unit's annual pre-war steel oubputs In line with this,
an excessive claim is assumed to he 200 per cent and 100 per cent
respectively, The value of the 1913 steel outpubt of the unit N
represents about 3,000 million goldmarks, a figure which has been
arrived at by multiplying the total guantity supplied by its
average price -~ 20.1 million tons +times 150 goldmarks, This
model is debtached from reality insofar as it does not take into
account destruction by the war and changes in productiviiy in

gener‘al.z

The role each area of the unit plays in its contribuiion
o the economic balance of power is summarised as each one’s
percentage in respect of steel output in the table ”melowz3

o

Ruhr District? 503
Saar Territory 10.4
Luxemburg 645
Lorraine Armexee 11,4
French Lorraine’ 5.5
Pas do Calais’ 545
Belgium 10.4

RBuhr~Lorraine-Channel Unit 100,0

e It is intewesting o note here that the German pre-~war level of

steel oubpub,; adjusted o changes in territorial frontiers, was
already surpassed by 1922, The evenbs in comnection with

sosssfoO0tnotes 2,%,4& 5 conbinued
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From the above, it becomes clear that whabever provisions
might have been incorporated into a peace treaty, the dominant role
of the Ruhr District had o be taken into account and thus even the
French policy of meking the Rhine Germany'!s western frontier would
not have settled the existing sbate of arfairs mowe Favourably fc:c
France than did the actual Peace Settlement, Iun fact, the Rhine

frontier nad only strategic value,

The economic imporbance of both pre-war German Lorraine
(Lorraine Ammexee) and the Saar Terribtory can be seen from the
fact that the fommerts output of steel surpassed that of the pre-
war share of France in the wnit, while the latier!s outpubl of
steel came close Ho it.

Leaving the analysis of the above table aside, and since
we are here not concerned with diplomatic history as suchy; I move
on to the following summary of hypothetbical events which, compared
later with the actual outcome, may suffice to demonstrate more “
clearly the significance of the Peace Settlement and its

. ; 6
repercussions on Franco-German relations.

2 (Continued)
the occupation of the Ruhr District in 1923 had their adverse
effects of course, Despite this, the German steel oubput for
the 1920's remained on the average well above the pre~war level,
Statistical Yesr Book of the Leasue of Nations, 1931/32, Table 72.

3 See Appendix A, VI, Apparent inconsisbtencies are due to the
gimplification of decimals,

4 The Ruhr Distrioct was responsible for over half of Germany's pre-wor
steel output, For further details, see Statistisches Jahrbuch fnex
dag Deutsche Redigh, '

5 French Lorraine and the Pas de Calais were responsible for less
than a guarber each of Francels pre-war steel outpubt.s For further

details, see Annuairve Général de la France et de 1'Eiranger.,

6 Pischer, ope cits, Dpe 96=~113, 117=9 and 173=~9,
H, Lichbtenberger, Relations between France and Germany, Washingbon,
1923, ppe 9~25. |
A, Tardieu, The Truth about the Treaty, london, 1921, passim,.
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I Hynothehionl Developments.

1., Vichtor : Germany

(a) Negotiated peace with no berritorial claims and no
reparations demanded.
- Compensation 3 Nil
-~ Balance : Germeny/France
7846/11.0

(b) Negotiated peace with the realisation of moderate
territorial claims (incorporation of parts of French Lorraine into
Germany, ise. Longwy-Briey District) and moderate amount of
reparations demanded,

= Compensation 3 Territoxry 545
Reparation Payments 25,0
- Balance : Germany/France
84.1/5.5 .

{¢) Dictated peace with the realisation of excessive territorial
claims (extension of German conbrol over Belgium and the French
Channel coast from Calais $o Boulogne and ammexation of the whole

of French Iorraine) and excessive amount of reparations demanded,

=~ Compensation : Territory 214
Reparation Payments  100,0
~ Balance : Germany/France
100,0/0,0

2. Victor : France

(a) Negotiated peace with no territorial elaims and no
reparasions demanded,
~ Compensation s Nil
~ Balance : France/Geinany
11.0/78.6

(b) Wegotiated peace with the realisation of moderazte

! As outlined earlier rn, compensation is split up into that made
in territory and that made in annual reparation payments, expressed
in terms of the 1913 steel output of the unit as a whole, The
balance refers to the remaining share of each country in the unitls

steel-producing areas.
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territorial claims (incorporation of Alsace-Lorraine into
France) and moderate amount of veparations demanded., .

- Compensation : Territory 3 11.4
Reparation Payments : 50.0
- Balance : France/Germany
22,4/67.2

(¢) Dictated peace with the realisation of excessive territorial
olaims (incorporation of Alsace~Lorraine and the Saar Territory into
France, creation of a Rhenish buffer-state, i.e. Bhine frontier for
Germany) and excessive amount of reparations demanded.

=~ Compensation 3 Territoxry 1 21.8
Reparation Payments 3200,0
8 : France/Germany

32.8/5043

- Balance

II Actual development - Versailles Peace Sebtlement.
Combination of claims under (2’0) and (20)
i. Incorporation of Alsace~Lorraine {Lorraine Annexee ) into

France.
ii., Temporary exbension of French control over the Saar

Territory.
iii, Demilitarisation of the Rhineland and temporary occupation
of it,.
ive ZExcessive amount of reparations demanded.
~ Compensation ¢ Territory s 21,8
Reparation Payments 3:213.5
~ Balance : France/Germany
32.8/504%

At first sight it would appear that Francels territorial
claims were even greater than those of Germany. However, in |
Judging the magnitude of a claim, consideration should be given
1o how far the claim extends over areas in the main inhabited by
population groups other than that of the nation pubting foxrward
this claim, There were no German settlements beyond the
frontiers of the share in the unit which Germany was in command

8 Excluding Iuxembirrg,



of before the war, Thus even the moderate Gorman élaim %o
‘berrifomr was less justified than tHlat of Prance, notwithstanding
the fact that it is a debabable gquestion of to what extent the
population of Alsace-lorraine (lorraine Ammexee) could be regarded
as consisting in its oveswhelming majority of Frenchmen, In
deciding the magnitude of the French terrvibtorial claim, it would
seem advisable that Lorraine Annexee be regarded as largely French,
and thus not a true territorial claim, Assuming this, the
mnoderate French c¢laim to territory becomes zero and her excessive

claim is reduced by mowre than half.

It can thus be seen that the oubcome of the Paris Peace
Conference represented the realisation of moderate to slightly
excessive territorial demands on the part of France, As far as
claims to reparations are concerned, they were "extremely!
excegsive at the time of the Peace Settlement, A "compensation
period"” of 42 years was envisaged, with instalments amounting %o
644 milliard goldmarks per anmum, to be made by Germany to France
both in foreign exchange and in kind. Since the wartime demands
of Germany are compared with those of France, it seemed advisable
not to consider moderations in the atbitude of the latbter if ‘hhéy
took place after the calendar year of the signing of the Peace
Treatys Thus it is not relevant here to take the less excessive
total claim inbo account, which represented an inter~Allied
compromise and which was partly influenced by post-war con&i‘bior;s
after the experience of two years of peaces Cerbain rigidi‘l:iesj
are necessary in this model, in order to throw light wupon the
guestion of the degree of reparabions demanded by each belligerent
during the war and the immediate post-war times up to the signing
of the Peace Treaty. The later modifications and realisation of

9

such demands are gquite a different matter,

Byen when conceding that the "extremely excessive"” French
demands for reparations became less excessive over time, they
retained their excessive character for the early post-war years.
Hewever, it is a debatable question whether the total French claim

7 Keesinz's, 1932, 351 B. | S
Friedensburg, Weimarer Reoublik, ops cit., ppe 1035,



for compensation was more excessive than the German excessive
claim especially of the early World War One times, It can be
suggesbed that the German claim to terribories was "extremely
excessive"” ~ in fact it would have resulbed in the elimination of
French influence in the Ruhr-Lorraine-Channel unitb.

The underlying reasons for their excessive claims eithex
in territory or reparabion payments lie in the political sphere,
where the drive for hegemony can be basically explained in terms
of the German complex of isolation and the French complex of
security, Long before the outbreak of World War One, Germany was
faced with becoming more and more isolated in inbernational
polities, The war times brought it home b0 leading Germans that
only her strategically important presence at the Chanmel and her
economic control over the Buhre-Lorraine-Chammel unit would
counteract the dangers involved in any fubure war, where she mighd
again find herself isolated. This isolation complex had its
equivalent on the French side in the latters securiby complex,
France realised her potential economic and military inferiority
against Germany. One wonders whether after the war, the letter
of the Bible was as much believed in as was the lebtter of the
Peace Treaty by the majority of Frenchmen, However, relying on
this Treaty to such an extent offersd security of a very decepbive
nature only. Thus Franco-German antagonism was o develop into
a deep~rooted stumbling block where each nation's "complex" worked

in an opposing direction to the other.lo

The expression of the post-wer shift in economic powey
in numerical terms illustrates the different degree of impor'ban{;e
attached by both sides o territorial questions and the extent bi'
Franco-German anbagonism was largely a function of the se-htlemeﬁt
of the fronbtier claims concerned, although of course, the relevance
of emotional aspects should not be underratbed.

In the case of the moderate as well as the excessive |
claims to territory, a victorious France would have gained both
in relative and in absolube terms more than a victorious Germany,

10 T,W, Lamont, The Final Reparations Settlement, F.l., vol., 8,

1929~30y Do 353
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despite the smaller emphasis placed on territorial demands by
France, The reason for this is that France's pre~war share in
the tnit amounted to about one seventh of that of Germany and thus
even the moderate French claim to Alsace~lorraine {Lorraine Annexee)
implied the doubling of the French share in the Ruhr-Lorraine-
Channel unit and an increase in the capacity of her iron and steel
industry by about one half, The German moderate claim to the
Longwy-Briey District (French Lorraine) would have added accordingly
to the total German capacity to a far smaller extent.,

As regards Alsace-Lorraine, the underlying economic
aspects represented driving forxces of varying degree behind the
political scene, Keeping in mind that Germany seemed to be far
more willing o accept the loss of Alsace-lorraine from a sentimental
angle than had been the case with France,ll it becomes apparent that
both economic and senbimental spheres worked in similar directions
- with France intensifying the drive of the nation towards |
regaining the three Départements lost in 1871 and with Germany |
becoming more and more ready o accept the loss of this Relchsland,
as it was termed. Thus & victorious France would have found if
comparatively easy to come to a rapprochement with Gemany if the
French claim had been confined to this area, It was the excessive
demands for reparations which in.the main gave the Franco-Gemaﬁ
antagonism its lasting character, This was further aggravated
by the fact that the reparations issue had its direct bearing u?on
territorial questions, when France asked for productive secu:ci‘bies,
culminating in the occupation of the Ruhr Districts On the other
hand, the French move towards the Ruhr resembled in many ways the
German policy of establishing hegemony on the European Con‘binen?b
during the war where she, if successful, would have controlled
the whole of the Ruhr-Lorraine-Channel unite From this perspective,
it is diffioult %o say who is to be blamed first, A difference in
time of a few years does not make any one policy more jus%ifiab?.e
than the other.

1l Por a detached record of both coumbries! attitude towards the |
"rights" 4o this territory, see lichtenberger, op. cite, DPpe 3=T70s
N.Bs For detailed illustration of each country!s share in the

unit, see Appendix B, I,



3, THE SIGNIFICANCE OF THE ECONCOMIC DISCRIMINATION ACAINST
GERMANY AND TTS POLITICAT, JMPLICATTONS.

Apaxrt from the problem of reparations and compensation
in general,. another impcriant aspect of the Peace Settlement was
the economic discrimination against Germany, which will firstly be
discussed in terms of the Vemporary provisions during the first
half of the 1920's, Secondly an.example will be given of the
impact over the period as a whole, of less explicit forms of
discrimination,

As we have seen already, economic discrimination against
Germany was sanctioned by the Peace Treaty (see especially Articles
264=273) and it remained in force for five years, since the right
to prolong the discriminatory provisions was not taken up by the
Couneil of the Léague of Notions,

France hoped that these provisions would enable her to
attain rapidly a dominant position in the "international economic
sun", and would also, hand in hand with the reparation clauses,

guarantee some upper limit to Germany?s industrial revival.l

This was to a certain degree an extension of French pre-
war protectionism, in accordance, however, with the provisions ia.id
down irn the Treaty, whilst being on the other hand a clear violéfhion
in lebter and spirit of the third of Wilsont!s Fourteen E’o:i.:n‘i:s."2

The removal, so far as possible, of all economic
barriers and the establishment of an equality of
trade conditions among gll the nations consenting
to the peace and associating themselves for its
maintenance, (my emphasisg)g

From a purely economic point of view, however, it was
clearly to the advantage of France to trade with Gemmany immediately
after the Armistice, The exchange of raw maberials and manufactured

1 5,8, Clough, op. cite, ps 291

¥, W, Taussig, Free Trade, The Tariff and Reciprocitv, New York,
1927, pe 202,

2 Keesingls, 1918-1931, pps 10-11,
H, Nicolson, Peacemsking 1919, London, revised edition, 1943,
reprinted 1964, pp. 185-211,
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goods with Germeny was an essential element in the structure of
3

the French economy. In fact, the p:covisioﬁs of the Treaty were
supposed o counber-balance this depeﬁdence, in particular the
clauges concerning the Saar berritory and the obligation of Germany
also to deliver reparations in kind, Germany suffered greatly
because of the blockade, which was largely kept up after the
Arm:i.si;ime4.4 With regard to Franco-German trade, however, Germany
was less dependent on this trading pariner, than was the case with
France, where trade with Germany amounted in pre-war times to aboub
13 per cent of her tobtal trade, whereas the percentage figure for
Germany was about half of that. This was aggravabed by the
eastward extension of the French customs frontier, since the areas
concerned were economically speaking largely orientated towards

the domestic Germen markeb, and especially prominent here was the
interdependence between Lorraine and the Ruhr District.

The discrimination against Germany was in particular
introduced by the one-sided application of the mos*h-fa.voured-na";ion
trea‘bmen‘b5 which Germany was reguired to grant unilaterally to all
Allies,

3 In 1913 Germany was after Great Britain and Belgium the third
largest customer of French produce, and after Great Britain hexr
second largest source of imports.
Por further details see: Annusire Général de la France et de 1'Biranser.
F,A, Haight, A, History of French Commercial Policies, New York, 1941,
Ps 93

4 The blockade which continuwed officially unbil the Peace Settlement
incurred a loss to Germany, which was estimated at 12,000 million
marks. See G. Solmssen, Beitraece zur Polibtik und
Wirtschaft, 1900 = 19%3, vol, I, luenchen-Leipzig, 1935, pes 128,
Others have maintained that the blockade was hardly of any goeab
consequence, X, Laursen and J, Pedersen, The German Inflation,
1918~1923, Amsterdam, 1964, D. 54.

5 The implementation of the most-favoured-nation clause means that

one trading nation grants another the same tariff concessions
already granted to any other nation or to be granted in the
future, This is the most-favoured-nation treatment in its

essssfootnote 5 Continued/



Again, since this provision was not extended by the
League of Nations Council it ceased to be effective after January,
10th, 1925.

This most~favoursd-nation clause had played o crucial
role in Franco«German reiations since 1871, In 1862, the Franco-

5 (Continued) ‘
unconditional or classical form. In fact, the most-favoured-
nation treatment does not guarantee any "favourite" position to a
single trading nation, but it ensures equal treatment of all those
nations who are by virtue of mutual agreement subjeet to this
clause, The granting of the most~favoured-nation treatment is
normally agreed upon on a bilateral basis, Germany's granting
of the most-favoured-nation treatment unilaterally to the Allies
for five years after Worid War One, represents the excepiion and
not the rule, It should be noted that I have referred to most-
favoured-nation treatment always in its unconditional foxm, as
it becomes fully re-established belween France and Germany in 1927,
Conditional most~favoured-nation treaitment is a misleading term,
since it is the applicatibn of the principle of reciprocity, which
is opposed to the principle of egual treatment, The equaligation
of concessions granted and received between two trading nations
only, is in its strict application a violation of the elause,3
gince no other trading nation enjoys the concessions granted here,
In general, reciprocity agreements involve a high degree of
discrimination between countries.

In comnection with the advent of the "Great Depression’,
the meonditional most~favoured-nation clause was, if granted,
subject to evasive devices such as exchange controls, clearing
agreements and import quotas, It will be seen that the most-
favoured~nation clause remained in force between France and
Gexmany., However, the period 1932-36 in particular, showed
that in fact trade relations were based on a strictly reciprocal
basis, .

SeH, Bailgy; Reciprocity and the Most-Favoured-Nation Clause,
Economica, vols, 13, 1933, Dp. 428-56.
R.C, Snyder, The Most-Favoured-Nation Clause and Recent Trade Practices,

PaSaQo, vole 55, 19409 PP 77"970
HDSW, vol. 79 1961’ DPe 285=8,

i — 3
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Prussian Commercial Treaty ineluded the mostefavoured-nation
treatment and had laid down some kind of liberal tradition similar
4o the Cobden Treaty of 1860, In Art. 11 of the Treaty of Frankfuxrt
both countries had guaranteed each other "ebernal" irrevocable
putual most-favoured-nation treatment ("ewige unkuendbare
gegenseitige Meistbeguenstigung”), which in its unconditional
character imposed restrictions on France as well as on Gemany.6
It is true that Germeny book advantage of this provision by -
avoiding as far as possible any commercial agreement with & third
country, which might have been favoursble for France as well, On
the other hand, she was very successful in exploibing any concession
rade by France to other countries, ot surprisingly French public

opinion developed strong dislike for this clause.7

Quite often it has been forgotien, however, that it was
France who had asked for inclusion of this clause in the Treaty of
Frankfurt, In fach, this laber turned out to be in favour of
Germany, while furthermore it was no less ironical when Germany
later realised that the high-phosphoric iron-ore (minette) deposits
in French Iorraine were anybthing but as useless as they were though‘b
to be in 1871, '

It is sufficient here merely o refer to other
diseriminatory measures without going into much detail, The main
result of all these provisions was that Gemany®s sovereignty was
to a certain exbtent affected, as was in one way or another, the
material well-being of the nation. |

The Weimar Republic suffered greatly from the
consequences of defeat, and it is rather a miracle that it had

6 Stolper, ops, cites; D» 62,

The following aspect is quite often overlooked: This clause
as laid down in Avrt, 1l, Peace of Frankfurt, was to a certain
extent responsible for the fact that a customs union bebween
Austro-Hungary and Gemany did not come into existence before
1914.

N. Reichesberg, Die Meistbesuenstioune in den kuenfiigen
Handelsvertraegen, Bern, 1918, p. 14.

7 Haight, ope cites pe 125.
Hoegel, OP« Gi‘tn, De 81,
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not already collapsed earlier, since "the defeat was the source
of its own existence"’B Such provisions underlined only too well
the precarious character of this existence.

One of these provisions, finding only an insignificant
place in’ the Trea'bygg proved to bey; however, detrimental %o any
new beginning of unhampered economic relations, It was laid
down here that the Allies were entitled to exert "economic and
financial prohibitions and reprisals", in the event of Germany
failing to meet all her cbldgations, At first sight this elause
may appear to be guite innocuowms., Nevertheless, it should be
remembered, how easy it was for France to make the Reparation
Comrdssion declare that Germany was in default of her cbligations.
By this the French Government could confiscate properiy of German
nabionals in France and this potential threat of appropriation had
same adverse effects on German business., It was anly after the
preliminary Franco-German Commercial Treaty of August 14th, 1926
that any legal basis for German nationals taking residence in
France was agreed upon, This one~-sided discrimination stands out
against the one-sided protection which foreigners enjoyed when
indulging in economic enterprises in Germany., .They were subject
to equal rights with German nationals; that is, Germany had to
grant permanent "mosit-favoured-nation treatment” o Allied
nationals, conecerning in particular all matters as regards importation,
exporbation, tramsit of goods, tariffs of the railways, sud

f

navigation,®®  In addition, Art, 279 provided for the right of the

® 1. Dehio, The Precarious Balance, The Politics of Power in

Burape . 14-94 > 194;55 IJOnd(H?-’ 19639 Da 2541

9 Treaty of Peace, Part VIII, Amnex II, 18, see Temperley, ope

cit,y Pe 224,

40 The Rhine Cammission consisting of 19 members inecluded five
French representatives, one of them being President. Germeny
as main power on the Rhine, however, had only four, while Italy
for unknown reasons had two.representatives. (Art. 355) .,

J.l. Keymes, Conseguences; op ¢lts, Pp. 98-102,
Par cae-sided rights allocated to France, see especially
Art. 358.



- 36 -

Allies %o appoint comstilar representatives in Germany, whereas

Germany remained de jure not entitled to give protection to her
nationals engaging in business abroad, Since this provision did
de facto not affect German consular rights in the long run, its
very existence, representing legal insecurity, proved to be
detrimental enough, especially when considering the pobential
repercussions of such a device on a nation's trade and economic
interests in general, If such provisions had been bilateral

they might have led to increasing economie co-operation, This
unilateral character, however, symbolised the substitution of
economic warfare for the earlier military warfare. Thus, the
whole principle of internationalisation seemed to hawe been brought
into disrepube, and the underlying tension in Franco-German economic
relations was for more than a decade, if not longer, nourished by
these "restrictions of liberty of economic policy, such as no
great nation has ever previously experienced in the histoxry of

the woz'ld."ll

The oppressive character of the Peace Trealy reached its
climax in the detemmination to forbid Austria from attaching her-
self to Germany, except with the consent of the Council of the -
League of Nations, a consent which had to be unanimous and was thus
de facto umattainable., Until 1866 Austria had belonged to the
German Confederation. The antagonism between the Hohenzollern
and Hapsburg dynasties had excluded her from the Gemman Fmpire.
These dynasties were overthrown by the victory of the Entente, and
with the discarding of the Wilsonian Fourteen Points and the
dismembering of the German nation in keeping Austria apart, the
supremacy of Prussia was inevitably secureds The posi-war Austrian
Parliament voted in favour of joining Germany and from this it
becomes clear that behind the declared aim of fighting Prussian
militarism lay deeper economic and political interests. Iater
these motives can also be traced behind France!s vehement rejection
of the project for an Austro-German customs union, to be discussed
in Chapter IV, paxrt 4.

Furthermore, we should deal with the eastward exitension

11 p, sshley, Mofern Tariff Policy, London, 1920, p. 127.
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of the French Sustoms frontier, which was o be fatal to the
German monetary system, In Art, 270 of the Treaty, the Allies
reserved their xright to apply a special customs regime to Gerxman
terrvitory occupied by their troops, "in order to safeguard the
economic, interests of the population of these territories,”
France took advantage of this provision, and several times exbended
her tustoms frontier, In 1923, this applied also to the Runr
District, By this she was able to enlarge her domestic markeb
considerably, disrupting to a great extent the economic life of
Germany. The latter was not capable of sufficient countermeasures.
With little success she tried to adapt her tariffs to the decreasing
exchange value of the mark, This proved to be more and more
impossible with increasingly severe inflation. The German
Government introduced, for instance, prohibitions on imports as
well as exports, Such measures were in accordance with the
unilaberal most-favoured-nation treatment of the Allies, as long.
as they were not directed sgainst Allied countries only but

generally applied. 12

The Allies and in parbicular France, did not realise thad
to atbain their ends it was nobt only necessary to meke some sorh of
peace bub also 3o see that the democratic Republican Govermment in
Gexmany should win the favour of the country generally - a
Govermment which obviously did not bear the responsibility for the
war, Thus one may suggest-'that insistence on Germany's full
responsibility for the wa:eB in order to justify the peace terms,
especially those concerning reparations, had its embittering

effects on Franco-German antagonism to a vexry considerak extent,

12 Th. Niebuhr, Die deulsch-franzgesische Aussephandelspolifik

der ¥ egszeit, Diss, 1934, pp. 42 £,

13 Article 231 reads: The Allied and Associated Govermments affirm
and Germany accepbs the wesponsibility of Germany and her allies
for causing all the loss and damage o which the Allied and

' Associated Goverrments and their nationals have been subjected
as a consequence of the war imposed upon them by the aggression
of Germany and her allies,

Treaty of Peace, Temperley, ope. cit., pe. 214,
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Discrimination against Germany should also be seen in
the light of the interdependence of political and economic
questions as in particular illusitrabed by the French policy of
security ~ "the leitmotif of French policy since the time of
Bichelieu."u’ The "cordlon sanitaire" in East-Middle Burope was
regarded primarily as a means of creating a counterbalance to

Germany and Communist Bussia, However, French policy has never
been consistent in this matbter. The United States did not

ratify the "Treaty between France and the United States, respecting
assistance to France in the event of unprovoked aggression by

15
treaty obligations.lé Thus France felt her position to be

Germany”,”™ and as a vesult Britain did not feel bound o her own
maintainable only by insisting on every letter of the Peace Treaby
and by a shift in the balanze of power in East-Middle Burope, The
hope for a Russian colossus to keep Germany in check had o be
finally abandoned after the conclusion of the Russo-German Treaty

of Rapallo in April, 1922, The precarious double role of the
"cordon sanitaire', to keep both Russia and Germany in check, was
thus something of eminent importance, The French abttitude became
more and more one of wishful thinking and this characterised agazin
her lack of insight into the limitations of victory., Afber the
war, it was generally realised in France, that no control of Germany
could be lasting without a united anti-Bolshevist Russia., Thig was
a rather unrealistic dream, and thus it was that Millerand, the then
French President, sent General Veygand to fight the batile of Warsaw
in mid-1920, The Versailles Peace Sebtlement had increased Poland
in the West, while this military campaign extended Polish territory
in the Bast, although the Poles did not attribute this to the
presence of the ’.«?Jr.-ent::h.3'7 Nevertheless, the more important Poland

U 5 « Haller, France snd Germenv, Historv of One Thousand Years,
Iondon, 1932g P 2679 .

15 Treaty of.Peace, Temperley, op. cits, pp. 33%9~40.

% Thid., pp. 337-8.

17 A, Cobban, A History of Modern Fremce, vols 3, 1871-1962,
Penguin, 1965, repr. 1967, p. 124.
Brogan, ops. cite, ps 256,
Mayer, ope cit., pp. 580-603,
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became in terms of both former Gemrman and Russian territory, the
weaker she became as an ally of France. Hér pogition bebween
these two Powers was of a very precarious nature, and it led
finally %o her downfall after the conclusion of the Hibbenirop-
Molotov Pact in 1939. hpart from this later development, the
discriminatory way in which Upper Silesia was divided up beiween
Poland and Germeny had its bearing on Franco-German anbagonism.
Despite the fact that in the plebiscite 60 per cent of the votes
were in favour of Germany, France insisted in the Council of the
League of Nations, on a partition of Upper Silesia, largely in
favour of Poland, Thus the lion's share of Upper Silesia's iron
and steel industry was handed over to Poland affecting, in addition
%o the provisions made in the Peace Treaty relating to changes in
territorial frontiers, the cconomic balance of power between France
and Gemany. The partition of Upper Silesia represented a
considerable loss to Germanyls heavy industry, and its long run .
effects had perhaps even greater repercussions than had any other
discriminatory measures laid down in the Peace Treaty., On the
other hand, Poland's gains in Upper Silesia were a mixed blessing
for both her and France, The embittering results of this made any
rapprochement with Gerxmany haxrdly attainable without reconsider:f.ng

Upper Silesials status and in the early 1930fs, France con’bemjplé.ted
revising the stabus of this area in favour of Germany, leading on

from the sowcalled Luxemburg Gonve:csa“bions.le

It is an ironical fact that, weakened as her position was,
Germany succeeded far better in raising productivity in her
remaining portion of Upper Silesia than did the economically
backward Poland. Thus the partition of Upper Silesia was also
from a purely economic point of view, a mixed blessing., The

following tables illustrate this.lg

Table I

Percentage Shares of Poland and Germany in Industrial Oubput of
Upper Silesia in Terms of Pre-War Production.

(1913% = 100)
Coal Rolling Mill Products Total Iron and Steel
Poland: 74 T8 72
Germanys 26 22 28

.y...footno'{;es 18 & 19/
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Table II

Industrial Outoub in Polidh Upper Silesia.
(1913 = 100)
Coal Bolling Mill Producths Total Tron and Sheel
1925 - 66 53 46
1928 95 84 80
Table I1T
Industrial Outout in German Uoper Silesis.
(1913 = 100)
. Coal Rolling Mill Products Total Tron and Steel
1925 129 100 92
1928 177 175 . 122

Thus Franco-German anbagonism made itself felt both in the West

and in the East, On the other hand, it is interesting to specuiate
on the ountcome of events if Germany had not by her blind opposition
to France and the "system of Versailles", started on the path which

was to end in the Third Reich. An excellent analysis of this is

given by Gerhard Ri’cter:zc
The newly creabed States of middle-Eastern Burope
found themselves between us (i.c. Germany) and
Russig...» In the long run, these States had to
look for economic and political support from
Gexmany against Communist Russia since France
could not really offer this due to her geographical
positione.., Instead of developing a patient and
far-gighted policy as regards ouk Eastern
neighbours, we discarded the opportunities
offered and threw ourselves, in blind opposition
against the so=called system of Versailles, into
the arms of a malicious adventurer., This is the
greatest failure in modern German history.

18 Doc. G.F.P., series C, vol. 1, The Third Reich, The First

Phase, No. 18, pp. 38-41.

19 Mantouxy; ops c¢it., pe 81,

20 G, Ritter, Der Versailler Veritrag von 1919, Festschrift des gv.

Stiftseymnasiums Guetersloh, 1951, gquoted in B, Gebhardt, Handbuch
der deutschen Geschichte, 8th edition by H, Grundmann, vol. 4,

Die Zeit der Weltkriege, by K.D, Brdmann, Stuttgart, 1959, repr.
1965, p. 108,
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Although the discriminatory nature of some of the post-
war frontier settlements remained in cextain cases up to 1939, and
Upper Silesia can again be cited as an example here, by the end of
the inber-war period the "pebity" discrimination of the first half
of the 1920's already formed part of history. Thus it will be
seen that despite the continuing antagonism, economic relations
between the two countries, France and Germany, led at the vexry end
of the inberwar period to the elabowation of plans for mobtual
economic co-operation. However, success in this mabter was to be
jeopardised by political evenis,
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4. THE FRANCO-GERMAN BCONOMIC "COID WARM. WITH SPECTAL
REFERENCE TO THE OCCUPATION OF THE RUHR DISTRICT.

After the Peace Settlement the years leading up to the
Dawes Plan of 1924 showed an intensification rather than a
relaxation of tension in the political~economic sphere, ver
this the events leading up to the "economic ILocarno” of 1927
continued through the final stages of a "cold war" which developed
in degree of sophistication, while the degree of antagonism
became distinct but moderate,

When Schacht came 0 Paris at the request of the Dawes
Committee in early 1924 and paid s visit o both Millerand and
Poincaré, it again became quite clear that a "Franco~German
understanding'" through the "closest possible economic conmections”
was still rather utopia.n»l The prevailing mutual distrust between
the two countries proved to be stronger than any reasoning, despi:be
the fact that Germany was as a defeated and isolated nation very
anxious to come bo a débente in her relations with France, This

would have involved, however, some French concessions beyond the
envigsaged revision of the reparation issue, and in fact, the

National Bloc in particular, regarded this to be out of guestion,

At the same time, Stresemann expressed a view, which
only graduslly was to become widely aocep‘ted.z

International confidence is the foundation stone of
international credit, and international credit is
essential to international trade, To restore these,

it is necessary for the forces of internmational

economic intercourse to regain free play,

It would be wrong, however; to blame only French policy
for the distorted conditions of post-war Burope, The French
attitude of clinging to the letter of the Peace Treaty was based
on Francel!s paramount objective of preserving her national security.

Economic problems tended to become from this perspective, of

1 H, Schacht, My First Seventy-Six Years, London, 1955, pp. 208+12,

€SPe Do 209,

2 G, Stresemann, The Economic Restoration of the World, F.A., vol. 2,

192324, ps 555.
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secondaxy importance,

It is rather tragic that, largely due to this under-
standable attitude, "the world never recovered from the effects of
that disturbance of the old o:rtie»:cc”3 The econocmic conditions
governing post-war Burope made any hope for a return to the world
of 1914 illusory., For instance, the issues involved in the
settlement of waxr debits by inber-govermmental transfers presented
the countries concerned with unforseen monetary and fiseal problems .4

The post«war objectives of France can be regarded in many
ways as an anachronological effort to restore the world as it had
existed before 1870. Before the Franco~Prussian War of 1870/71,
the populabion of those German States engaged in this war surpassed
the population of France by only about five million, In 1919,
Germany had, through the provisions of the Peace Treaby, lost aboub
10 per cent of her pre~war population, but even after this loss she
5511l oubnumbered France by 20 million peopleq.5 Furthermore,
Gexmary was no longer the semi~agrarian couniry of 1870, and hexr
high degree of industrialisation was, despite World War One, still
a crucial factor. Thus the heavy losses ineurred in 1919 wers no
ultimate guarantee for France that German economic forces woulti be
paralysed for ever, despite the fact that afbter the loss of
Alsace-lorraine it was the decision of the Council of the League
of Nations to divide Upper Silegia «.a decision widely regarded as
the final blow to the German sconomy. The economie ruin of Géma;ny

3 F.h, Haight, A History of French Commercial Policies, o Yok,
1944.9 Po 106‘

4 For the famous Keynes-Ohlin controversy concerning intergovernmental
‘“l:ra:nsfers, see Economic Journal, vol. 39, 1929, ppe 1~7 and 172-82
and 388-408,

L,B. Yeager, International Monetary Relations, Theo listory and
Policy, New York, 1966, pp. 84~6.

5 8,B. Clough and C.W. Cole, Econamic Fistory of Burope, 3rd edition,
Boston, 1952, pes 667,
Stolper, op. cit., pe 26 and np. 38-44.
L, Pommery, Avercu d'Histoire Fconomigug Contemporaine, 189O~1945,
Paris, no year, p. 445.
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was predicted, and the panic on the Berlin foreign exchange market
of October 1T7th, 1921 is perhaps the best illustration of this.6

Degpite the gradual recovery of the German economy, it
became gquite clear that Gemmany, besides her reparation obligations,
was most.severely affected by the economic provisions of the Treaty,
the majority of which were directly or indirectly in favour of
France.

Both countries had to face up to difficult problems;
they both had, although in different ways, to cope with inflation
~ the "hyperinflation" in Germany, the "creeping inflation” in
France.7 The physical per capita volume of production amounted
in both countries in 1920 to about three-fifths of that of 1913,
France recovered guite soon and taking 1913 as 100, her index of
nanufacturing already stood in 1925 at 114, The Gemman economy
on the other hand, took off economically, only after the coming
into operation of the Dawes Plan of 1924, and the respective inde::c
figure for Germany still stood in 1925 at 95°,

This is not the place foxr making moral jJudgmenis aboutb
the destructive efforts on both sides, After the warbtime
devastation of Northern Frence due to the German invasion, there
followed France's destructive "countermove" of the post~war years.
Again, mention should be made of the physical and material damage
in the occupied and devastated areas in Northern France which was
estimated at £500,000,000, and the post~war extermal indebbedness
of France estimated at £700,000,000,° Germany's external

6 Cs Bresciani~Turroni, The Fconomics of Inflation, London,

second impression, 1953, pps 96=9.

7 In France and Germany, taxation had proved completely inadequate
for bearing the financial weight of the war, The immediate
German poste-war debt amounted to 156 milliard marks, that of
France to 173 milliard francs, For currency circulation see
Appendix 4, IIL, .

J.R, Hicks et al,, Tle Taxation of Waxr Wealth, Oxford, 1941,
ch, XIV and ch, XVI, :
Yeager, op. cit., pp. 269-72 and p. 280,

8 WeAs Lewis, ope cite, DDe 34~Ts

s 02 s af00tn0TE 9/
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obligations amounted %o £6,600 millions plus the 26 per cent levy
on her exports, whereas the French exbternal debt required only the
annual transfer of funds equivalent in value to about 6 per cent

of her exporbs.lo

Whilst the amount of reparations collected from Germany
proved to be disappointing for France, the latter on the other
hand succeeded in keeping her old foe in check for some time.

She was only successful in the short run, however, not in the long
run, as $he following two tables illustrate.

TABLE 1

Growth of total outpub
(percentages per annum) v
1870-:1913 1913»=29 1929-38 191338 1970-'-1958

France 1.6 146 | w242 063 1.1
Germany  2.9% 0.3 349 146 244 ’
(F.‘Rg) " . .
1871-1913
TABIE 2

Growth yates of industrial production
(excl, building)

. (percentages per anrmm)
1915-29 1920~-29 1929~37 191337 190;-13

E&m@e 2@0 7‘9 -2 .8 0;8 4.2
Germany 0.9 76 3.0 1.2 447
(P.R.)

7 s, Keynes, The Fconomic Consequences of the Peace, London,
1920, ppe 117 and 254. The impact of inflation oft the internal
debts of both France and Germany cannot be discussed heres, - It
should be remembered, however, that in 1922 despite the German
reparation bill, France'!s total per capita indebitedness was higher
than that of Germany, See "Alpha", Reparations and the Policy of
Repudiation: .An American View, F.A., vols 2, 1923-24, Table B
(after pe 78). '

10 Swrvey, 1926, pp. 131-3.

11 D.H, Aldcroft, Economic Growth in Britain in the Inber-war Yeaus:
A Re~assessment, EyH.R., 8S,, vol. 20, 1967, Table I and IV,

Dps 315-4.
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It is especlally interesting to compare here the respective
growth rates for the period 1913~1929, After the devastations
suffered by France during the war, her economic growth exceeded
that of Germany considerably, On the other hand, the effects of
the "Great Depression’ were much more severely felt by France than
by Germany, and when taking an overall view it can be seen that the
defeated Germany experienced from 1913-1938 an annual average growth
in total output of more than five times as big as France who had
been on the side of the victors after World War One, However, at
present we are only concerned with the early years of the interwar
period, and while it may be argued that the Franco-German
antagonism gained some of its raison 4'&tre from Germany's lagging
behind during the first half of the 1920's, yet it can be also
emphasized that the building industxy was largely responsible for
reconstruction in France and should be excluded from any comparison
here, Thus when comparing growbth rates of industrial production, .
excluding building, it becomes apparent that Germany lagged behind
by only 0.3 per cent when considering the first decade after the
wars If this percentage represented the disutilities defea:bed
Germany had to endure, even when making further allowances for the
fact that the pre-war growth rate in Gerymany was slightly highe,ﬁr
than in France, it would seem that post-war Germany did not suffer
a grea’ set-backs On the other hand, the anmmmal average for the
1920%'s as a whole conceals the fact that up to 1924, the German
economy was severely affected by the legacies of war and the |
subsequent Peace Settlement, This was a period where no foreign
loans poured into Germany but heavy reparation demands had o be

met.

12 It was only after the collapse of the German monetary system

that it was fully realized that loans were needed in oxrder
to make recovery possible, Similarly, the vicious nature
of the repavations problem was tackled rather late and when
this was undertaken, it was badly handled. The financing
of reparations out of loans received could not offer any
long~term solution to the problem. In fact, it jeopardized
TECOVery,

CeJ, Friedwich, Reparation Realities, Fah,, vol. 7, 1928/29,
Pps 116-31,
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The League of Nations failed to deal adequately with the
economic problems of the post-war times, Thus economic waxfare
continued, This was partly due to the delicate Frando-German
relations, while the revival of mercantilist prastices was also a
result of the lack of any "new order", as for instance, envisaged
in the last of Wilsonis Fourteen Points. Thus economic policies
became to a large extent a reflection of the prevailing political
situation,

The problems of maladjustment experienced in international
trade were in the case of Franco-German relations illustrabted by the
abandomment of the bilateral most-favoured-nation treatment and by
3

other discriminatory devices of the Peace Treaty.l

The pre-~war times had of course not led to policies of
Jaissez-faire, but to a comparatively free interplay of economic
forces, The German customs tariff had been raised again in 1902,
but still compared favourably with the French pre-war tariff of
1892, In general, customs tariffs increased after the war, and
in the case of France and Germany we also find an intensification
in the system of protective tariffs, 1In the decade following the
war, bariff policy was, in the two countries concerned, determined
by circumstances rather than formed in accordance with any long-
term objectives. It was in Prance in particular that '

. commercial policyses.wvas directed towards the
reduction of foreign imports to an absolute minimum
and the complete mastery of tariffs, It was a
policy of self-sufficiencyesss

This was, of course, not the same as the later German
policy of autarky after 1933, to be discussed later. In brief,
one ¢an conclude that protectionism, as a component of national

tradition, had been pre~war determined in France, whereas the move

13 The percentage shares in world exports of France and Germany
developed as followss=

1913% 1925

France T2 Ta2
Germany 13,1 . . 740

Clough and Cole, Ope Citey Do T34s

14 Haignt, op. cit., p. 104,



15 The French move

towards greater protectionism can especially be seen in the

towards auvbarky was war-debtermined in Germany.

repudiation of all commerclal treabies on April, 23rd, 1918, and
the law of July 29th, 1919, which was based on the system of
reciprocity. By this law it was left to the French Govermment in
negotiations with other cowntries, to offer reductions on the
generall’ga:cifi', which were to lie between the maximum and miniwum
tariff.

In addition, a very considerable increase in the general
tariff was introduced in March, 1921 and rates were raised from 50
to 300 per cent above the minimmm. However, generally speaking,
it had the opposite effect of what had been intended, The
increasing tendency developed among foreign countries to insist
upon the granting of the minimum tariff integrally. France soon
realized that her objective of receiving greater concessions from
other countries proved to be self-defeating. Furthermore, the °
French Govermment found itself in a position where by means of
creating a virtual conventionalization of the minimm tariff, she
would ~ ironically enough ~ preserve the principle of the most~
favoured-nation clause, Despite this, the French Government
continued it8 '"revolit! against the clause up to 1923, For instance,
she remained a staunch supporter of the principle of reciprocity
throughout the Egonomic Conference at Genoas in April, 1922, Vhen
vehemently supporting this principle, the French Delegation found
itself isolated and Germany, at this time still much isolated
politically, exploited the situation by lammching a major atback
on French commercial policies, describing them as being an

17

impediment to the expansion of inbernational trade,

On the other hand, the Gemman trading partner was up
to 1925, due to the economic clauses of the Treaty, in a much
weaker position and.acted in response to this by adjusting the
German tariff level. The following tariff-level indices
1llustrate this:d

15 mid., pp. 100 g2,
16 Hoegel, op. cit., pps. 80~1,
T Haignt, ope oite, 126-9.

18 Survey, 1930, p. 445,



TABIE 3
1913 1925
France 20 21
Germary : 13 20

Any economic "cold war', especially where free enterprise has a
say, tends 0 develop some kind of reaction towards a settlement
of the controversial issues corcerned. This will be discussed
in more detail in the following chapber and it suffices here 1o
stress the point that despite the apparently hopeless state of
the Pranco-Germsn post-war relations, there were influential

circles that saw a way out of the existing impasse.

The Wiesbaden Agreement, signed by Loucheur and Rathenau
on.October 6th, 1921 was a promising starting point., It
provided for the partial liguidation of Germany's reparation
indebtedness by deliveries in kind of some 1.4 milliard gold
marks per annum, and set up a procedure by which French and German
private firms were supposed to work together as far as the
distribution of materials for reconstruction in Prance was
concerned. In addition, the fixing of prices of supplies was not
left to the sole discretion of the Reparation Commission, but to
an Arbitral Commission. Such provision proved to be 2 return o
some kind cf mubual fairness., On the other hand, Prance ensured
for herself some priority in respect of the other Allies since
only a proporiion of the payment to be made by her was
immediately credited in the reparation account, and the rest of

these payments was dte:t':‘e:t‘able.l9

This atbtempt to put reparations on a business-like
footing was to fail, French industrialists feared German
competition and disliked the provisions whereby the devastated
areas wers 10 be supplied direct by private German firms. In
Germany, nativnalists objected to the fact that deliveries were
agreed upon at all. The reasonable é‘tmosphere created by the
Wirth Government in which Rathenau held the post of Minister of

Reconstruction was soon jeopardized largely due to cne of the

o

19 Keynes, Revisicn, oOp, ¢ibs.y PP 85=92 and pp. 211«b6.
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very common feabures of the Weimar Republic - the short-lived
existence the average govermnment was able to enjoy., Furthermore,
economic conditions deberiorated in Gexmany at that time culminating
in the complete collapse of the mark in 1923, This and rigid and
intransigent attitudes on both sides were responsible for intene
sifying rather than lessening Franco~German antagonism.

However, the economic importance of the Wiesbaden
Agreement had been vastly overestimated, though hardly by Rathenau
himself, While his political enemies attacked him violently,
they did not perceive that Rathenau had rendered a great service
to his country. His direct negotiations with Loucheur not only
improved the rather precarious political atmosphere, but in
addition the deliveries in kind as envisaged in the Agreement were
aimed at protecting the German currency. Furthermore, he hoped
to demonstrate by his policy of "fulfilment"” the impossibility of
fulfilling the excessive demands for reparation, This was a far«

sighted policy but rather tragically it was in all not very
successful, largely due to shorit-gighted nationalism on both sides.zo

Despite this, the idea of establishing as profitable a
co-operation as possible between debtor and creditor was very
common among German business men and this also gained some ground
in France, Various attempts had been made to organise some
Franco~German co~operation, as for instance, through the suggested
establishment of a bilateral or international consortivm. In
addition, various politiclans and industrialists from both sides
fostered the idea of securing France's participation in Gerxman
industry, which would have not only facilitated the solving of the
problem of reparation but would also have made France more willing

to accept the revival of German economic strengbh.gl

20 E,C, Kollmann, Walther Rathenau and German Foreign Pplicy:

Thoughts and Actions, JaMaHa, vol. 24, 1952, pp. 127=42.

Count Harry Kessler, Walther Rathensun, Sein Leben wumd Werk,
Berlin, 1928.

Je Joll, ellectuals jn Politics, Three B ical Essa; Part IT,
Walther Rathenans Prophet Without a Cause, London, 1960, pp. 59~129.

2L Lichtenberger, ope Cite, Pps 122-ds
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A Fronco<German détente was already, during this time of
economic strife, something regarded by leading men on both sides
as having a chance of realisation, Despite scme promising moves
in this direction, they were brought up short by the realities of
the post-war situation,

The Franco-German antbagonism of the interwar period
reached its first climax with the Franco-Belgian occupation of the
Ruhr District on Jammary, 10th, 1923, The other climax was to be
experienced during the Franco~German duel on the diplomatic scene
over the Austro-German customs union project of 1931,

On December, 22nd, 1922, the Reparation Commission gave
way to French demands and asserted the failure of Germany in
complying with her obligations under the Peace Treaty. Germany
had failed to fulfil her reparation obligations in 1922 by only
the relatively small sum of 24 million goldmarks, In particular
the amount outstanding of Gemman deliveries of telegraph posts
became the pretext for constructing a deliberate default in
reparations on the part of Germany. This induced Lord Bradbury,
the British delegate to the Reparation Commission, b0 remark thatb
"gince in the tenth year of the Trojan War, Troy fell to the
stratagem of the wooden horse, history recorded no similar use of

$imber h22

The first threat to occupy the Ruhr had already been
made by the Allies at the Spa Conference in July, 1920, This
happened again on various other occasions, for instance in the
London Ultimatum of May 5th, 1921, This threat and the later
ocoupetion of the Rubr became one of the main causes of resentful
anti~French feelings on the German side,2

Begides political motives and the intention to teach
the Germans a. lesson, it was circles in the Comité des Forees who
in particular, pressed for an invasion of the Ruhr and this despite
the fact that Hugo S‘{;:i.n:nes24 for instance, had entered into

%2 guoted from A. M'Faiyean, Reparation Reviewed, Iondon, 1930, ps 24.
. Man‘boux, CPs Cit’g De 141

%3 W, Roosevelt, The Ruhr Ocoupation, Fed., vol. 4, 1925-26, pp, 112-22,

san -.footno‘be 24/ - . g » ~~‘~>’“ \,:
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negotiations with French indusitrialists, with the purpose of
creating a Franco~German cartel of French and German heavy industry,
Such plans came to an end with the event of the invasion,

On the one hand, there was the century-old French
political objective of breaking up the national unity of Germany
and on the other, it was realised that the economic bonds between
Lorraine and the Ruhr were vnnaturally broken down through new
customs frontiers, The concentration of the iron and steel
industry of the Ruhr District was $o a large extent based upon the
smelting of iron-ore {minette) coming from Lorraine. This
resembled the geographical situation of Leke Superior ores in the
United States, shipped to the furnaces of the Pittsburgh district,

24 It should be emphasised that Hugo Stinnes was one of those leading
Geyman industrialists who stood on the extreme right wing in
politics., His readiness to foster Franco-German co-operation wés
largely based on hopes for taking the best possible advantage of
the existing state of affairs, Por instance, the way in which
he exploited the post-~war inflation when rapidly expanding h:Ls
industrial empire at the expense of others, pubs his patriotism
into guite an ambiguous light. On the other hand, it should be
noted that his generally pragmatic attitude and his sense for
economic exigencies, made him realise the need for economic
integration in Western Europe. In fact, his proposal for
creating a Franco-Geman cartel of the two countries! heavy
industry can be regarded as a neglecied forerummer of the
Schumenn Plan of 1950, which led to the establishment of the
Buropean Coal and Steel Community in 1952 and laid the foundation
for further economic integration beyond its common market in coal
and steel products, The Treaties of Rome (1957), establishing
both the Buropean Economic Community (Common Mazket) and the
Buropean Atomic Energy Community, testify to this., Thus the
heavy industry became the pace-setter for economic unification
in Burope. In some ways, this had been already envisaged by
Stinnes.

G, Raphael, Le roi de lo Ruhrs Hucgo Stinnes, l'homme — son geuvre
« son rdle, Paris, 1924, passim,

W.0, Henderson, The Genesig of the Common Market, London, 1962,
pPpe 114-70,
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Bub even before the war, the Ruhr had been becoming more and more
dependent on higher grade ores imported from Spain and Sweden,
largely due to the fact that the Ruhr industry was increasingly
specialising in highly finished goods. In general, the orss
transported to the Ruhr from Lorraine represented the returmn
freight of the coke needed in those districts. On the other
hand, the steel indusitry in the south-western part of Germany
concentrated on mass products (Massemna‘herial), for which the
rather low grade guality of the Lorraine-Iwxemburg iron offered
the most suitable basgis,

Thus the Ruhr tended o depend less on Iorraine than
vice~versa. It has been maintained that when Germany was in
command of most of the Ruhr-Lorraine~Channel unit resources during
the war, economically speaking, she would have been able to carxy
on fighting the rest of the world, as long as the United Stabes
were kept away. From this angle it becomes clear how much imporiance
was atbached to this unit., Thus the struggle for political control
over it became in the same instance, one for economic hegemony.25
The French policy of productive securities (gages productifs) was
not very successful and the passive res:i..e:1I:a,nc:e26 in the occupied
zones of the Ruhr resulted in a complete break-down of all economic
activity. The coal output was in the first six months of the
occupation lower than in the last fen days before it. Thus the
iron industry of Lorraine in that year experienced a great coal
shortage, severely affecting production. On the other hand, it
was not only the Ruhr but the whole of Germany that suffered
tremendously from the economic conseguences of the occupation of
this main industrial centre, The German economy was bound to
collapse and on Sepbtember, 26th Gustav Stresémann, the then
Chancellor of 100 days, at last had the courage to make an end of
the passive resistance., On November 15th, the Rentemmark was
introduced which brough an end o the hyperinflation.>'

23 0,K, Leith, op, Cites Fahe, vol. 1, 192223, pp. 136-51, esp. 141-2,

26 Pagsive resistance proclaimed by German Govermment on Janmuaxry 15th,
1923 - Keesing's, 1918-1931, p. 13.

2T Gebhardb, op. cit., pp. 131-36.
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This marked a new beginnings On the other hand, the
decision to give up the passive resistance was an unconditional
surrender, At first sight it looked as if Poincaré could now
impose his will on Germany in any way he might wish, The whole
of the reparation problem still remained to be settled, while the
Reich continued o subsidize the Ruhr after November 15ths

No end to the occupation could be envisaged and it
became clear that only a comprehensive settlement would help to
maintain the confidence shown in the new currency, which was still
in a rather precarious position., Both external and intermal
forces endangered its fubure, since this monetary stabilization
was introduced in the face of initial opposition from influential

27 (Conbinued)
It should be nobted that France had a clear concepbion of what
she hoped 1o secure in reparations by the occupation of the
Ruhr District. These are as follows:
l. Anmal reparations in kind 460 million goldmarks
2. Anmmal reparations in cash

a) Taxing CGeman exports 400 " &
b) Seizure of the custonms 20 n "

c¢) Seizure of the coal tax 120 " n

Tobal 1,000 million goldmarks
After the ceasing of the passive resistance, payments in kind
were relatively easily obtainable, if allowance is made for a
certain recovery periods However, France did not only
underestimate the costs involved in maintaining the occupation,
but in locking primerily at the budgetary and fiscal side of
the problem she also had a misconception of the importance of
the international trade aspects Her measures were designed
merely to obbtain revenues in goldmarks from the French occupied
zones of Gemmany without taking into due consideration the
necessity for Germany to get foreign exchange first,

In fact, many of the means of collection employed
actvally tend to reduce exports and thereby to
diminish capaciby to pay.

Moulton and McGuire, ope ¢its, Dpe 23-4,



groups in the German industrial and banking sectors. It was
Konrad Adenauer, for insbance, the then Lord Mayor of Cologne,
who argued at the Cabinet meeting of November 12th to which he
had been invited, that the financial support by the Reich of the
occupied areas was worth, if necessary, the collapse of two or
three new cumencies.28

Soon after the abandonment of the passive resistance,
France started to re~organise the Buhr economy as she deemed to
be best for French interests, From November, 1923 to mid-1924,
the so=called Micum agreements were concluded bebtween the Inber~
A11ied Engineering Comnission (Mission Interallide de Contrdle des
Usines et des Mines) and the Ruhr industry., In fact these
agreements had more the form of rulings and private enterprise
became possible only within this framework, The Micum reserved
its right to issmne export permits even to the unoccupied German
territories. PFurthermore, the Ruhr industry had to agree to
making certain deliveries and payments on the Reparation accoun‘b.29
However, the main objective was to form a Franco-German coal and

30

steel trust under French control and supervision.

In addition, the French authorities supported plans for
the establishment of a Rhineland Central Bank and the creation of
a Rhineland currency. The French presence in the Rhinela.nd.3 L
seemed to many an iryevocable reality. The economic conditions
in both the occupied zones and the rest of Germany were still of
such a precarious nature that influential circles, including the
Chamber of Commerce and Industry of Cologne, advocated full

28 G, Kroll, Von dexr Weltwirtschaftskrise zur Stastskoni 9

Berlin, 1958, p. 23
29 See Appendix A, IV,

30 Gebhardt, ope. cibe, pe 136

51 The Rhineland proper denotes virtually the whole area lying

on the left bank of the Rhine with the addition of a narrow
strip along the right bank, The term Rhineland, as used
when dealing with the occupation of the Ruhr District, is
extended ‘o include the occupied zones of Westphalia.
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collaboration with the French, without the majority being "separatists"
32 They envisaged some temporary
"sepa;r:até development” for the Rhineland, and fostered the idea that
the Franco-German conflict would be solved by incorporating French

in the political sense of the word,

financial interests into the Ruhr industrys

At this time of a.ccumula‘!:eé. resentment on both sides,
such plans seemed rather absurd and even Stresemann had no sympathy
for them. Nevertheless, for a very short while, it seemed as if
Prance was going successfully to combine her security policy with
her drive for economic expansion, thus compensating herself in her
own way for the abortive Anglo-American guaranbee against
"unprovoked aggression" by Germany.

It is inberesting and necessary to refer to the inter-
national implications of the plans to establish a Bhineland Central
Bank, Despite the fact that the stabilisation of the mark was
accomplished, it remained in immediate danger. The monetary
authorities realised the dangers involved in the policy of continuing
the subsidies.for the occupied zones after passive resistance had
been given up. Both the Rentemmark and the unity of the Reich had
to be maintained at all costs. The logical but unpopular answer
was the approval of the plans for the establishment of a Rhineland
Central Bank, The Reich Cabinet was divided on this issue, butb
Hjalmaxr Schacht, the President of the Reichsbank, gained the
Cabinet's support for pursuing a policy of defending the monetary
ity of the Reich. He suggested the creabtion of some kind of
"Sub-Reichsbank"”, the so-called Gold Discount Bank and he succeefed
in bringing about co~operation in this matter with the Bank of
Bngland., The Gold Discount Bank was established on March 13th, 1924,
and based entirely on gold., The Bank of England provided a loan
of 100 million goldmarks for a period of three years at the
relatively low interest rate of five per cent, at a time when the
interest rate stood in Germany in the neighbourhood of 10 per cent,
In addition, the Reichsbank raised the same amount in Germany, the
pre-requisite for obtaining the loan, Of even greater importance
was the fact that the Bank of England enabled the Gold Discount

e

52 Gebhardt, op. cits, Dpe 136=T.
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Bank to make loans against bills of exchange, which in turn were
guarantedd by the Bank of England and taken up by the London money
market, Thus the Gold Discount Bank succeeded in buillding up a
working capital in the region of 500 million goldmarks, being of
vital imporbtance to German export trade in general and to the
Bhineland;Westphalian industry in particular, 53

The successful establishment of the Gold Discount Bank
undermined the moves undertaken by the Franco-Rhineland banking
syndicate, which intended %o set up a Rhineland Central Dank.

This syndicate had tried at the same time as the Reichsbank to gain
support from the Bank of England and %o enlist British financial
inberests in their projects However, the Governor of the Bank

of England, Nomman Montagu, refused any British participation -

of course, he followed his country?s official policy of opposing
any break-up of the unity of Germany., It remains open to gquestion
how far this was perhaps also a result of the exbtremely skilful )
way in which Schacht negotiated with Montagu. " In any event, this
3

was the "death blow" +to Rhineland separabisme

I can be suggested that this was the last real clash
between the conflicting interests of France and Germany before the

35

implementation of the Dawes Plan a few months later,

Before concluding, the guestion remains of what Poincaré
actually achieved with his occupation of the RBuhr. On the one hand
he made Germany accept defeat and for some time, paralysed the
German economy by his measures. On the other hand, Prance became
isolabed intermationally; woxld public opinion had turned away
from her, The French financial position was becoming worse and
worse with inflation conbinuing and stabilisation of the franc still
to be achieved. Germany, however, for the first time after the war,
had succeeded in breaking through the wall of isolation which had
besn built up around her and she could count on world-wide sympathy

53 H, Schacht, ops Gite, Dps 194206,
34 Loc. cits, p. 202,

55 H.,A, Turner, Jr., Siresemann and the Politics of the Weimazn

Republic, Princeton UP, 1963, p, 174
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for her cause, Her finances were settled, even if still in a
precarious position., Furthermore, France had to realise thab
Britain in particular, having on one hand condemned passive
resistance, would on the other never have agreed to any permaneni
French presence in Germany, or to any political dismemberment.,
This was, of course, not only due to some sympathy for Germany
arising out of the one-sided action against the Ruhr by France,

or Yo a re-awakening of the balance of power concept, but in
addition it was largely due to the fears that any long-term
disturbance in what were for Britain, important Anglo-German irade
relations, would have serious repercussions on the British economy.
At the Imperial Conference of 1923, it became quite clear that
Britain and the Dominions "regarded any policy which would resulb
in breaking up the unity of the German Stabe as inconsistent with

the Treaty obligationSsses" 36

It was the merit of Stresemann in particular to enlist
successfully Anglo-American interest and co-operation. At first
France refused to discuss any issue in comnection with reparatbion
which went beyond the guestion of the capacity to pay {capacité
actuelle) of Germany., Finally French opposition was overcome, and
on November 3oth, 1923, it was agreed through the Reparation
Commission, to establish two sub~commititees of experts, One of
these was to go into the question of balancing the German budgeth,
the other inbo the problem of the flight of capital from Germany.
Only the first under General Dawes gained importance and oubt of
this committee was to emerge the well-known Dawes Flan, proposed
by the Dawes Commitbee in April and accepted at the London
Conference in August, 1924, Reparation was thus set apart from
the political scene and so the first steps bowards their
commercialisation were taken. In London, Germany for the first
time since the war, was accepted at the Conference Table on equal
terms and the whole reparation issue was sebtled, this time by

31

agreement and not by forces

36 Imperial Conference 1923, Summary of Proceedings, London,
HaM.Ss’On, 1923, pe 12, ‘

51 In the strict sense of the word, one can only really spesk of
"ocommercialisation" after the coming into operation of the

esssefoOtNObEe 37 contimmed/
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It was the so-called internmational officialdom, "cynical,
humene, intelligent, with a strong bias towards facts and a realistic
"I::L'ea.‘amerri:’'3’8 that succeeded., The first conference between Allied
and German "experts", as distinguished from conferences of "stabesmen,
had already taken place in Brussels in December, 1920, On both
sides, it was realised that through mutual respect and reason, a
solution of the repavation issue could bé faun&. But at this time,
major issues were not left to the discretion of experts whose
approach was, if not impartial, at least cool and objective., Again,
in October~November, 1922, economic and financial experts met in
Berlin, suggesting ways to the Reparabion Commission for stabilising
the mark, Bubt such mo;;s were by and large ignored by the

only afber the expevience of the Iuhr adventure. Poincaré had

decision-making bodies, The hour for fairplay and revision came

lost his victoxry.

In concluding this chapter, it may be suggested that the
occupation of the Ruhr District can also be seen in the light of
the German drive towards hegemony during World War Two, Here I
would like to offer the opinion of the French economist Etienne
Mantoux who, fresh from the experience of another world war, wrote
in 1944 the following:*® |

The limited maberial yield that was brought by the
occupation of the Ruhr has often been taken as the
proof that 1force can settle nothing! in economic
affairs., The experience of Burope after 1939 has

%7 (Continued)
Young Plan. It should be emphasised, however, that through
Ycommercialisation" the reparations would not automatically
be removed from politics. France for her part regarded
"oommercialisation"” as giving a "guarantee" of maintained
reparation payments for the fubure,
B,W, Bennett, Germany and the Financial Crisis, 1931,
Cambridge, Mass., 1962, pp. 5-8.

8 Keynes, Revision, op. cit., p. 19,

30 RW, Boyden, The Dawes Report, Fyhe, vole 2, 1923-24,
Ps 593,

40 Mﬂn’bom, ODs Citag De 142
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perhaps taught us differently; for it is
irrelevant to argue that the German *New Ordex!
'failed? in the face of the resistance of the
peoples of Buropess..Llf the occupation of the
Rulr was only partly successful, it was because
the coercive policy carried out by France was,
compared to Germany's !New Order'!, an evidently
halfw~hearted oné, and also becanse no unity
between the Allies had been achieved, Had this
unity existed, not even the application of force
would have been necessary.

It should be noted here that France also tried to establish some
sort of 'WNew Order! when occupying the Ruhr District, Such a
policy brought her into conflict with her Allies so jeopardizing
inter~Allied unity - a point which Mantoux does not consider when
rightly criticising the 'New Order! aimed at by Gemrmany in World
War Two.

France thus had become isolated in the diplomatic sphere,
and she was pressed by her former Allies into adopting a rather
reconciliatory attitude, at a stage where her finances were at the
point of collapse, Poincaré also lost support in his own country.
After the victory of the Left (Cartel des Gauches) of May 1ltvh, 1924,
it was Herriot who took his place, The winds of zlj):ange appeared

now in both the political and the economic fields,

The "best hope of success” was errvisaged,42 but it wag
not before October 1lst, 1924 that a French and a German delegabion
met in order to conclude a commercial treaty for the first time
after the war. . It took them almost three years to come $o a

final agreement,

Nevertheless, a new stage had begun in Franco~Gexman
relations, leading from the Dawes Plan ‘o locarnoc and Germany's
entry into the League of Nations, the Franco-German Commercial

41 4, Bawmont, la Faillite de ls Paix (1918=1939), Paris, 4th
edition, 1960, pp. 281 £f, -

42

JAM, de Sanchez, Further Economic Conseguences of the Peace,
F*Ag, VOl. l, 1922"‘23, pip 1630

J. Caillaux, QU va la France? Ob va 1'Furope?, Paris, 1922,
Hoegel, op, cit., ppe. 93 ff,
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Treaty of 1927 and to what was %o be thought of as the final
settlement of Reparabions through the Young Plan.??

45 5 commigsion under the American Owen Young reviewed the reparations
problem from January to June, 1929, The oubcome of their
proceedings was the so-called Young Plan, which became substitubed
for the Dawes Plan of 1924, The Reparation Commission was
abolished and the administration of the German debt transferred
from the political sphere to the newly created Bank For Inter-
national Settlements. The total amount of the debt was fixed
at 59 anmrities of about 2,000 million goldmarks on the average,
gtarting off with the relatively small amount of 742 million
goldmaxks for 1930, This was greatly facilitated by the Young
loan of 1,260 million marks. The event of the "Gweat Depression”
led to the Hoover Moraborium of June, 1931, which marked the end®
of reparation payments, finally adopted in the Lausanne Agreement
of July, 1932.

Keeging's, 1932, 351 B.

Gebhardt, ops cites; Dpe 153=4.

J. Chastenet, Les Années d'Tllusion, 1918w s Paris, 1960,
pps 95 £f. and 119 £f,




CHAPTER III

THE FRANCO-GERMAN ANTAGONISH IN VIEW OF THZ CHANGES
IN _TERRTTORIAL AND _CUSTOMS_ FRONTIERS.
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1, THE STRUCTURAL CHANGES IN THE FRENCH AND GERMAN POSTWWAR
ECONOMY .

In the interwar period it was an almost universally
accepted axiom that the FPranco-German relations were "the cormer
stone of Buyopean policy", and that a Franco-German détente would
have given "fresh hope for peace and prosperity in Eu:rope".l

The structurzl changes in both economies were to a
very large extent influenced by the changes in political and
customs frontiers., We are not concerned here with the centuries
0ld Franco-Germen antagonism, although it might be worth
remembering that the importance of the Rhine Bridgeheadsthrough
two millenia dates back to Caesarts bridgehead (pons asinorum)s

In more recent times there had developed & cerbain
"frontier spirit" in both nations. French nationalists tended
t0 regard the Rhine as a "natural” frontier (Rhenus finis Gemania.a),
while German nationalists proclaimed the Rhine a German "inlang®
river {Deutschlands Strom, nicht Deutschlands Grenze)s A good
deal of bitterness died down in the forty-three years of peaoce
after 1871, but with the First World War the o0ld antagonism

flared up again in an unprecedentedly formidable way.2

We have already seen that in the immediate post-war
period, France succeeded in keeping the defeated enemy in check,
both politically and economically. The following table illustrates
the changes in each nation's role as trading partner of various
continents, On the average, France inereased her share by zboutb
a guarter and that of Germany was reduced by sbout one third,
conpexing here the years 1913 and 1924.°

1 R, von Kuehlmann, Germany and Frence, The Problem of Reconciliation,
Eedoy vols 11, 193233, Dpe 136=45.

2 Ch. H, Haskins, Franco-Germen Frontiers, Fade, vole 3, 1924-25,
Pps 199-210,
It is Interesting to note that as from the late 19th century,
French academic life became increasingly influenced by Germany.

Yees an intellectual rapprochement took place bebtween
the two countries....we established in Paris, and in

sasasiooinote 2 & 5/
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the most important of ouxr provincial towns,
umiversities after the German model; we adopbed
German nethodS.sss1t bocame a fashion with a growing
number of French young men....%0 go and spend a year
in some Germen universityees.l am convinced that
Wagner and Nietzsche..s..exerted a deeper influence
on the ways of feeling and thinking in France than
they did in any other country outside Germany.

- E. Halévy, Franco-German Relations Since 1870, Histoxry, new
series, vol. 9, 1924«25, p. 21,

3 ¢, Day, War Shocks to European Commeroe, Fahe, vol. 5, 1926-27,
DPs 6360
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* I

The wnderlying reasons.for Germany's diminished role
a8 a trading nation are manifolds, Through the war, she lost,
besides her colonies, an area which in its size and potential
could be compared with that of the Netherlands, Belgium and
Inxemburg together and she surrendered most of her capital holdings
abroad worth approximately £1,400 ~ £1,500 mi?.lions.4 The total
German losses have been estimated at 150 milliard gold marks, which
represented about half of her total pre-wer national wealth., The
level of oubput in 1920 still amounted to only about half of the
1913 figure, She had lost 13 per cent of her pre-war area and
through this 10 per cent of her pre-war population, Sonme
further details can be obtained from the following tables.5

“_ INVADED TER
o nuun-ms?ma} RToRY

" Tom Industry 4%
{HI9CCUPIED TERRITORIES
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BASIN
-
WEEMBERG:

ZALSACE LORRAIN
E 7 Teatite xsndl'?sirs E
) :Uﬂﬂ

B !

Germanyls Territorial Iosses ofter
Vorld War One.




TABLE II

Ge gses gh the Peage Se ent
(emounting to the following percentages of her pre-war totais)

. Zroduction  Resexves
Coal 26 40
Potash 3 5
Iron-oxre () 85
Zinc-—ore 68 -
Lead~ore 26 -
Steel 25 -
Wheat and Rye 16 -
Potatoes 18 -

Other losses

Sea Cable Network 95

Merchant Fleeti 89

(g‘ross ‘bormage)

Por instance, the above figures indicate the loss
incurred by the German mining sector through the separation of
Upper Silesia and Alsace-~Lorraine,

In addition it is necessary to throw some light upon
the changing circumstances governing the availability of economic
resources before and after the war, In order %o eliminate the
impact of the immediate post-war situation, we are going %o
compare the years 1913 and 1929.

TABIE III
COAL (million tons
1913 | 1929
Production  Export/Import Production  Export/Import
Surplus Surplus
Germany 277 + 30 351 + 33

France 41 - 22 55 - 26




191% ' 1929
Production  Export/Import Produsction  Export/Import
Surplus Suxplus
Germany 36 - 11 6 - 17
France 22 + 8 51 + 15

The shift in economic power, expecially as far as iron is concerned,
was considersble, Special abtention is drawn to the fact that
France had to increase her imports of coal, whilst she ranked
second among the worldis iron=~ore producers.6 On the other hand
Germany was in almost every sphers of her economie life, severely
affecteds, In the course of the 1920's, however, she was sble to
overcome many of the difficulties caused by the loss of the coal
fields of Upper Silesia and of the Saar Territory by more efficient
exploitation of her remaining mines and by the extended use of her
large deposits of lignite, Generally speasking, she succeeded very
well in many spheres of her economy, in overcoming major bottlenecks
resulting out of the Peace Settlement, although this should not '
conceal the fact that during the years immediately following on
after the war, economic conditions in Germany remained extremely
critical,

We cannot go into much detail and the following example
illustrates bebter than any long treatise, how the German nation

6 It should be noted that France lost her position as the world!s

second biggest iron~ore producing country to Russia in 1934,

when taking the actual metal content as a basis, Her production
of iron-ore had been reduced due to the Depression by more than
40 per cent during the years 1930-33, The following table
compares the situation of 1929 with that of 1934,

on=-ore I ction (Metal Cont in million tons,
U.S.As UsS.S.Re France Sweden UsKe ¥orld

3746 4.0 18,0 7.0 4.0  89.9 (1929)
12,6 10,8 10,5 343 3.2 5245 (1934)

Statistical Yearbook of the League of Nations, 1938/39, Table T4.
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was shaken to her very esconomic foundations, The consunpbtion of
beer, which even for the lower classes was far from being an
extravagant luxury in pre-war Germany, had played an essential
part in the basic diet of the average household, The beer
consumption, within the German excise jurisdiction, declined from
69 million hectolitres in 1913 4o 23 million in 1920 and taking
into account the loss of population, we can measure a decline in
pex gapita consumpbtion of about 60 per cent. This shift in the
preference scale away from a basic commodity indicaies how the
average German household oscillated around the subsistence level
in its supply s:1‘:1;1:1;5!,1::i.o:r}...7

In addition, it should be mentioned perhaps that as late
as the beginning of 1922, according to reliable estimates, aboub
90 per cent of the population of Berlin lived at the subsisbence
level, and malnutrition had serious effects on the capacity foxr ‘
worke Conditions in the eastern parts of Germany were even worse,
and the deaths caused by tuberctilosis snd other maladies increased
to unforeseen proportions., It was none other than Chancellox
Wirth, known as a strong supporter of a policy of fulfilwent, who
launched the password "Provide bread first, and then reparationsi”
at the Congress of German Industry and Commerce held on Sepbtember,
14th, 1922, This demonstrates that even moderate German leaders
were aware aboubt the desperate state of affairs that the average
household as an sconomic unit was faced with., Whether it was
Jjustified or noty much blame was laid upon the excessive demands
for reparations. Economic realities intermingled with populax
sentiments and anti-French feeling grew deeper and deeper, It
seemed o many that any Franco-German détente was perhaps more
part of the remote future than was mant!s landing on the mcm:n..B

These post~war conditions should also be seen against
the background of the German inflation, which up to 1923 and the
creation of the Renbenmark made any recovery hard to envisage.
This inflationary development had started with the outbreak of the
war and the total currency in ¢irculation at the end of the war was

T X, Kautsky, Germany Since the War, Fehs, vol. 1, 1922-23, p. 113.

8 Lichtenberger, op. cit., pp. 110-11,
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about five bimes that of 1914, whereas the exchange rate was still
J However, this soon changed and
exchange depregiabtion appeared to push up internal prices, Thus

about half of the pre-war level.

the vicious circle started with exchange depreciatbion; leading
to price increases of imported goods, which in turn increased
domestic production costs. This resulbted in price increases
inside Gemmany and in addition, swollen Government deficits were
accompanied by fresh issues of paper money. During the whole of
that period (1918-23) the situation was aggravated by what was one
of the Govermment!s chief methods of obbaining foreign exchange
for reparations - namely, the issuing of new notes and the selling
of them on the exchange market, In addition, German speculation
exaggerated the exchange rabes and made things worse than they
already were., At this time leading German economists were prepared
to accept an inflationary policy as an expedient measure for meebing
the internal and external commitments of the Reich, The Goverrment
did not take any serious steps towards stabilisation of the currency
which, from our perspective, seems an extremely irresponsible
attitude, But the reparation question overshadowed everything.
Fairly early on it was predicted that the result would be a
collapse of the whole monetary system, bub the prevailing view was
that a stable currency could only be established with a revision
of the glaim for reparation., An address delivered to the Congress
of German Industyy and Commerce on June 14th, 1921, by CGeorg
Solmssen, a leading German barker, dealing with the repercussions
of the London Ultimatum, was quite representative of this way of
thinki .J.OF

oe» thus we move in a wicked vieious circle which,

where our monebtary system is already hopelessly

undermined, must inevitably lead to its complete
collapse,

However, it is not completely right only to blame the :
Allies, and in particular France, for the hyperinflation in Germamr.ll

9 Stolper, op.‘cit,, ppe. 105-8,

10 Solmssen, ope. cite, vol. 1, p. 212,

11 74 should be noted here that the success of the Rentermark
was achieved at a time when economic and political conditions

eseeslo0tnOte 11 contimmed/
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The rapid fall of the mark can, of course, fo a large exbent be
ascribed to reparations, bubt external influences,; working through
the balance of payments were not the only ones, It is rather
migleading to relate a currency!s weakness on the exchange markeb

to the balance of pasyments explanation only. The imbalance in a
counbry?!s. transactions cannot be given such a ¢ne-sided inter-
pretation. It is largely = consequence of the relation between
exchange rate and relative price levels, In Germany, inflation
came into causal relation to the exchange rate only after years of
war-time deficits financed by the printing of new paper money,

That the highly sensitive exchange markelt reflected the anticipation
of further inflation, and that France also participated in the
"buying up the country® (Ausverkaui‘), is the oubcome of a development
which had already starbed in 1914,

11 {Continued)
were extremely disturbing, and there was still no settlement of
the reparation issue, The Hentenmazk was introduced on November
15th, 1923, and the Dawes Plan eventually came into force only
on September 1st, 1924, On the other hand reparation payments
were suspended during the Buhr conflict, and the prospects for a
revision of the reparation guestion played guite an important
role from a psychological point of view., - G, Kroll, op. cit,.,
Dps 22-3, )
NeBe The inflation had moved towards ibts climax in mid-1923.
Schaéht entered upon his dubies as Commissioner for National
Currency on November 13th, 1923, -~ Schachi, op. cit., ch. XXII,
Ps 177-87, - » o
Turner, op. cit., pp, 145-56,

12 A detailed reassessment of the problems of the German inflation

in the years 1918-23 has been recently undertsken., It has, for
instance, been pointed out here that, contrary to opinions held
up to todey, it cannot be proved that the inflationary process
even in its extreme phase had any large effect on productivity,
~ Laursen and Pedersen, ope cit., see especially ch, V,,

Ppe 51~T1 and ch. VII, pp, 75-88.



‘ So far we have been discussing the impact of the war on
Germany. The basis on which her sconomy was strucbured had
been narrowed and recovery took place only afier her econory had
undergone a complete collapses In France, the development wag
less abrupt; inflationary tendencies eontinued, bub withoub
leading to economic disaster, On the other Land, the war had

vesscxcept for a few advances....left France
from the point of view of econocmic_strength in
a, condition of extreme feebleness,

The structural changes of the French economy can be
14

1) General economic expansion resulting from the war, although

summarised as follows:

it was limited in its scope. Increased state control which was
relaxed after the wawr, although it remained still greater than

in pre-war times; "War has proved o be the largest of state

15 .
1t

2) Inbensified industrialisation in connection with an increase

econonic enberprises.

in the average size of private enterprises. Paris became a majoxr
centre of large industry, while before the war, mainly small plants
were predominant there.

%) Increased dependence on foreign trade, thus proving the
objective of greater selfwsufficiency to be illusionaxy.

4) A change from the pre-war state of a creditor nation to
that of a debtor, thus making a favourable balance on the current
account essential,

5) Increasing urbanisation; for the first time in her history,
the population of France clapsified as urban exceeded that classif‘i?ﬂ
as rural, In 1936, the proportion was 52.4 per cent to 47.6 pef |
cent respectively (in communes of more than 2,000 inhabitants).

6) Degressive increase in population,

7) Increasing dependence on foreign workers,

During the depression develomment went into reverse.

Foreigners in France (in millions)l6

13 Clough, OD+» Ci'tc, Ds 293,
1 Hoegel, ope. cit., ppe 15 ff,

15 t1ough, op. cit., p. 261.

esssefoobnote 16/



-TL =

1911 1.1
1921 1.5
1926 2.4
1931 2.7
1936 2,42

8) The gaining of control of Alsace-Lorraine with a population
of 1,9 million, and its large-scale iron-mining industzy.

9) Pemporary extension of control over the Saar for fifteen
years, which offered far more than mere compensation for the
war-~time destruction of the coal mines in Northern France, since
the latter were to reach thelr pre-war level of oubtput by 1925.

Despite heavy losses, the economlc potential of Germany
remained far above that of France, although the "blocking mechanism
of the Treaby tended to disguise this for some +time, Nevertheless
the reconstruction of the devastated areas of France was
accomplished fairly quickly. In fach, by 1925/6, reconstruction
of these arecas was completed and this despite the delay in .
restoration caused by the lack of foreign capital., It has been
suggested that, had the Furopean countries received foreign loans
sooner, inflation might have been controlled and recovery
i‘ac:i.l:i:!:a.’se«i.17 Thus the recovexy of France is quite oubstanding,
particularly in view of the fact that the flow of reparations was
rather slow, The invaded areas had provided 55 per cent of
Francels coal, 90 per cent of her iron-ore and 63 per cent of her
steel production. The pre~war population of these areas of 4.7
millions had fallen to 2.1 millions in 1918, and at the end of
1925 stood already ab 443 millions,

16 It will be noted that the post-war influx of foreigners did

little more than replace the French war losses of 1.3 million

lives, The decline in the mmber of foreigners in the 1930!'s

was dve o increasing nasburalisation, and the efforis during

the Depression to repatriate foreign workers in order to create

more employment for Frenchmen,

4, Guenther, Frapkreich und sein Usberseereigh in der

Weltwirtschafl, Stuttgart, 1956’. PPs 143-5,

D.R, Gillie, France, Survey, 1939-46, The World in March, 1939, p. 168.

17 Lewis, ops cite, DDs 34-Te

18 Pommsry, opv. eit., p. 109,

H, Heaton, Economic Historv of Burove, New York, revised ed. 1966, p. 675.



The coal mines of the Nord and the Pas de Calais surpassed the
pre-war level by le3 million tons in 1925.7° Thus the French
control over the Saar was no longer justifiable in terms of its
compensatory function.

The year 1925 can be taken as the end of the post~wax
period of readjustments Economic diserimination against Germany
ended in the main on January 10th, and this year became the
turning point in economic affairs, as well as in the political
sphere, The Treaty of Locarno marked a new beginning and economic
recovery came within reach, The three main factors meking this
recovery so slow, and painful We:eezzo

1) the post~war slump
2) the shortage of capital.
3) the hindrances to trade.

It has been maintained that France emerged from the wad
as a leading Power on the Continent and yet economically and
politically, as a Power bound to meet with a large degree of failure,
This should be modified however, She did not merely return to the
status guo ante but had actually increased her ability to produce.
Experts reckoned that aboub ten years would have been necessaxry to
reconstruct her devastated areas., As we have already seen, this
was achieved by 1925/26 .21

1 a) Coal Production of the Bassin du Nord and Pas de Calais
(nillion tons)

1913 - 2644
1921 - 13.4
1925 - 27'7

b) Total French coal production reached the pre-war level of

40,1 million tons for the first time in 1924 - Pommery, op. cit.,

pe 72 and pp, 109=12.

AL, Bowley, Some FEconomic Corseguences of the Great War, Lordon,

1931, second impression, ch. VII, pp. 166~195, N.B. Bowley deals
mainly with Britain, offering, however, from his particular view=

point a rather valuable record, despibte the fact that his book

is in many respects outdated.

20 Lewis, op. cite, Ps 35.

21 Clough, op. cit., Ds 313

Pommery, ope. cits.y, pe 110,



Nevertheless, some further points should be raised here,
I seems necessary to consider the economic mentaliby and the whole
structure of the French economy. France carried her policy of
"defensive hegemony” (Defensive Hegemonialpolitik) inbo the economic
sphere as-welle TFor instance, the Grand-Duchy of Iuxemburg ceased
to form part of the German Zgollverein as from Jamuary lst, 1919
(Peace Treaty, Art. 40); this provision was o be of course, in
France's favour. From September, 1919 the Grand-Duchy belonged
to the French Customs Union, but it joined the Belgian Customs
Union in May, 1922, . This was mainly due to the antagonising
forces within France, The comparatively small Grand-Duchy had
very productive deposits of iron-ore immediately adjoining similaxr
deposits in France and a highly developed smelting industry which
processed more than half of her ore production. Thus she was at
first regarded as offering a "nabural" extension for France, similar
to that of the Saar, The French iron and steel industry however,
became alarmed, fearing the competition of Inxemburg where labour
was cheaper than in France and thus conflicting interests between
Luxemburg and France soon led to the former's withdrawal from the

French Customs Union.

In addition, it should be remembered that the French had
originally insisted that they must have a Treaty right to German
labour for the purpose of restoring the devastated regions of
Northern France, Provisions reguiring Germany to provide up to
500,000 labourers to work in these devasiated areas were eliminated
at the last moment, mainly due to objections raised by the French

trade unions.22

This brings us to the French population problem and the
"static state of mind” especially of the lower middle-class citizens,
les_petits bourgeoig, who were so characteristic of this country,
where the population was concenbrated in "small towns from which the

energy was ebbing while the power of the vote :r:ema.i:neda."23

22

JoFs Dulles, The Reparation Problem, E.J., vol. 31, 1921, p. 183.

23 2) DJR, Cillie, France, Survey 1939-46, The World in March, 1939,
ope 168 and 170,

essoef0OOtnOte 23 contimed/
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In the 1930's, when France had o face up to a militant
Germany, it became clear that in political 1ife especially, the
younger generation did not succeed in replacing the older, either
in guantity or in gquality. It has been calculated that 18.2 per
cent of Frenchmen of milibaxry age lost their lives in World War
One, whereas the figure for Germany was 15.5 per cent, This and
the traditional socio~economic pattern of French society can to a
large extent explain the attitude of France towards Germany in
the interwar years, Despite the overwhelming spirit which
accompanied the reconstruction of her devastated areas, France
remained a countxry where

inefficiency was quite respected, if not positively
encouraged.sesand it was therefore thought to be in
bad baste to try to lower cosis and push less efficient
firms out of business....The newcomer was pushed oub,
if possible, but once he was in, everything was done
to help him to stay in.

23 (Continued)

b) Rate of Natural Increase
France . Germany,

2.1 1921-25 8.8
14 1926-36 6.6
0.8 1931-35 5.4
had 0 . 5 1937 70 1

Net Reproduction Rates (1935)
France 0,866
Germany 0.880 (0.906)*
%‘igu:ce arrived at Burgdoerfer's method,
N.B, It should be emphasised that reproduction rates tended %o
decline in both countries; in some inberwar years they were

even in favour of France, In the late 1930's there was a
slightly higher rate in Germany.

c) Porulation (in millions)
France Germany

39,6 1910 64,9
39.2 1920 5942

418 1930 6445,
42,0 1938 7448

Incl, Saar Territory and Austria.

Source:s Statistical Yearbooks of the League of Nations.
Clough and Cole, op. citey pe 667,

3%

evs asTOOtNOLR 24/
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Such economic realities were only too often completely
ignored by many French postlorld War One politicians, as illustrated
in the words of T«'&t:m:l:leu.;'25

France is a land of boundless resources, material

. and moral, a land that loves ibts liberties.... a

land that has faith in the fubure, because it has

faith in its work.

It is true that Prance used her libertbies and perhaps
laid more stress on that than any other nation, But how did she
cater for her own fubure? Her material resources were not
boundless, but she was fairly adequately endowed with them. The
war effort conbtributed largely to the idea of economic expansion
in Prance, partly dus to mere imperialistic ambitions, but also
partly due to rabtional economic considerations, On the other
hand, the bridging of the gap bebtween ambitions and socio-economic
realities proved to be beyond the powers of any ambitious eloguence.
An example of this was the French attitude towards her eolonial
Empire. On the one hand she fell back into complacency when
recalling that "Greater France" was a nation not of forty millions
but of one hundred millions, On the other hand, 1ittle was done
to overcome the extreme backwardness of most of the Prench Empire.

By and laxge, France tended more and moxe to follow &
protectionist economic policy yet she aimed at political alignment,
as for example in the case of the creation of the "Little Entente'.
Thus the French concept of security in her foreign policy can be
applied to her efforts to become more and more self-sufficient,
This emphasis on nabionalism of course fluctuabed and policies of
co-operation in the economic sphere were never completely abandoned,

but they had no great significance in French national econcmies.

24 This statement made at a conference by Profegsor Leduc on
Sepbember, 11lth, 1957, should illustrate from a rather
impartial historical perspective the general aimosphere in
France, which largely governed economic forces in the
interbellum period..

E,A,G, Robinson, ed., Bconomic Cousequences of the Size of
Nations, London, 1963, p. 346.

25 Tardieu, ope cit., p. 408,



In conclusion, while the middle-class establishment was
shaken by the depreciations of the late 1930%s, the struchbure of
the French economy changed little over the interwar period and
the French economic mentality changed even less., The Foonomisgt

commented. as follows :26

The French oitizen, le brave bourgecis and the

peasant, wants to feel economic terra firma under

hig feet.

In following pages some remarks will be made on the
different entrepreneurial mentality prevailing in France and Germany
at that time. In anticipation of what will be discussed theve, it
may be suggested that the Franco~Germen anbtagonism would have been
even stronger than it actually was, had the Frenclman resembled more
closely the Gemman in terms of the latber's "dynamic" enbrepreneurial
drive, which was worlds apart from the "rentier" mentality largely
to be found in France,

A

6 Economist, January, 25th, 1936, p. 171.

What we call social stability in France is in fact
the maintenance, artificially even, of that categoxry
of independent artisans of the lower middle-class,
threatened by progress..se.the maintenance of a formex
social order at the centre of a stream of economic

changes, themselves always more profound, is instability
itself.

Ch, Morazé, La France Bourgoise, XV TI1% Xxx%° Sideles, Paris,
1946, p. 189.




2, AISACE.TORRATIE .. A SCENE QF CONFLONTATION.

At the Peace Conference, France knew exactly what she
wanted - firstly the return of Alsace~lorraine in accordance with
the eighth of Wilson's Fourteen Poin‘hs,l secondly security and
thirdly reparations.z Only the first of these demands was actually
realised in full. Through her incorporation of Alsace-Lorraine
France increased her population by 1,9 millions and gained control
over iron-~ore deposits which considerably increased her resources.
Purthermore, the German potash monopoly was broken through the
acquisition of such deposits near Mulhouse (Alsace),

The French claim for Alsace~Lorraine was on one hand
sentimental and strategic and on the other, economic, It has
glready been stressed how economic considerations gained importance
during the war, It is a matier of opinion to argue whether the
French attitude was "fortified by economic considerations” only3 or
whether these "economic considerations" were fortified by others.4
The truth probably lies between the two. From their viewpoint, the
inhabitants of this area possessed a culbure and nationalism of their
owns They had detested the German rule, although it had brought
them a fair amount of autonomy, but gquite soon it became evident
that France was not quite la Mere Patrie that she had seemed to be

in 1918, They saw their Petite Patrie threatened by French centralism

and assimilation policies,

The unsettled state of affairs in this area, termed

Le Malaise en Alsace, followed on the lines of that of Ireland with-
5

out, however, reaching the same dimensions. The advice later

eseesthe wrong done to France by Prussia in 1871
in the mabter of Aldace~Lorraine,essshould be
I’igh'ted in Order..a.

Keesing's, 1918-31, p. 10,
% Cobban, op. cite, pe 119
> Glough, ope cite, pe 20L.
4 Hoegel, oDe Citey DDe 3~Ts»

5 H, Callender, Alsace~Lorraine since the War, F.4., vol. 5,
1926=T, ppe 42737
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offered by General Smubs to France when dealing with French post-
wax policies, namely "You cannot be a patriotic Freuchman unless
you are also a good European"6, could also have been applied as
regards their attitude to Alsaces It was in particular the right
of the French Govermment to expropriate without compensation all
German property in Alsace-~Lorraine which had far-weaching consequences,
This involved both individual German citizens and German companies
resident or situated within Alsace-lorraine, At the $ime of the
Arpistice there were more than 300,000 Germans resident in Alsace-
Lorraine., Exemption was granted to some 75,000 to 80,000 who had
the opportunity of becoming naturalised and to a few others who were
7 In 1871, French private property had remained
unbouched, but this time things were different. French heavy
industry in particular realised considerable gains, The French

allowed to remain,

Government sold this former German property at pre-war prices, thus
realising only about a quarter of its achbual value, which was then
credited to the German reparations account, So it was, for instance,
that Schneider~Creuzot acquired the former property of the

=

Roechline-Group, the Deubdsch~luxemburcer A,G., the Gelgenkirchener A.G,
and Dillingen with 16 blastfurnaces altogether, The Minidre et

Métallureioue d'Alsace-lorraine, which again was in the main owned

by Schneider~Creuzot and de Wendel, took over the Werke des
Jothrinsischen Berswerks- Huettenvereins, and the important

Hadinger Thyssenwerk became the property of the Groupement des
Consommateurs deg Produitg Métallursicues b Industrielles .8

The most important economic consequence of the
incorporation of Alsace=-lorraine was the shift in economic resources
which became available o France, in partioular as far as iron-ore

deposits were concermed,

6 The Pimes, 'Octo'i')er, 24%h, 1923’4

1 Keynes, ops ¢it., ppe 63=7.
Callender, op, c¢it., Ps 431l. The German Govermment was sSupposed
to compensate those who were affected by expropriation carried
out by French authorities., . See Txez f Peace, Art. 297,
Temperley;, op, cits, DPe 261-5,

8 Hoegel, op. cibtey, pe 20,
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The following table should illustrate thise?

TABLE I
Iron-ore production Total jron-ore production
of the lorraine Basin of each country ﬁl»jzl‘ﬂ

(1913)

(approx, figures in million bons)

Germany 21 29
France 20 22
Iuxemburg T

Total A8 58

This high~phosphoric iron~ore of the lorraine Basin
(minette) was only exploited on any large scale shortly before the
turn of .this century. However, its outpubt figures then grew
rapidly, The above table indicates the importance of these deposits
in relation to total iron-ore production of each country. Assuming
for instance, the pre-war level of oubput to be calculated within
the post=-war boundaries, France would have produced 41 million tons
of iron-ore in Lorraine, having once eliminated the presence of
Germany there.

In 1929 the oubput figures for all producing areas of
Germany, France and Inxemburg respectively were as follows ;10

TABIE IT Iron-ore Metal content
- {million tons) .
Germany 644 2,1
France 5047 18,0
Inxenbuxg 746 2,3

Thus it can be seen that whereas Germanyl!s iron~ore
produchtion surpassed that of the comparatively small Iuxemburg by
four bimes in 1913,11 in 1929 the latterts output surpassed thab
of Germany. On the other hand this loss of Germany's prior position
as an important iron~ore producing country had no real antagonising

effects on Franco~German relations, The world market offered this

2 See Appendix A VI and Friedensburg, Kohle und Bisen, ope. ¢ite; ps M

10 Statistical Yearbook of the Lepsue of Nations, 1913/32, Table 70
and 1938/39, Table T4

11 Stolper, op., cibey De 42.
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material in sufficient quantities and in any case, the Swedish

ironwore was of a higher grade and in many ways was much more
suitable for German reduirements,

France soon realised her increased dependenoce on marketing
her considerable amount of ironw-ore which was not processed at home
since despite the fact thalb her production of pig-iron and sieel
had about doubled from 1913 to 1929, her iron-ore production had

increased by nearly two and a half -himes.lg

The iron and steel industry of Lorraine thus tried to
retain Germany as its main customer, This was, however, only to
a certain extén'b possible, Thus gquite often this sector was forced
to restrict oubput, which made it impossible to make full use of
capacities available, so affecting adversely the whole cost structure
of the industry,.

The rapid economic expansion in the decades following 1871
had made Alsace~Lorraine dependent.to an ever increasing degree on
the German market for its products. After 1871, Alsace-Lorraine
had been for two years a free-trade area, in order to facilitate
its incorporation into the German economy., After 1919, France did
not follow such a.liberal policy and relied on the provisions of the
Peace Treaty (Art, 2683.), whereby for a period of five years from
the coming into force of the Peace Treaty (Januwary 10th, 1920 =
January 10th, 1925) natural and manufactured goods which came from
Alsace~lorraine were exempt from all oustoms dubies when entering
Germany. France was entitled to fix each year the amount to be
sent to Germany, but had to hase these deliveries on the average
of the amounts sent anmually in the years 1911-13, France was,
however, unable to make full use of these quotas, since the economic
conditions in Germany did not always create the necessaxry demand and
in addition, German boycotts had adverse effects,s These provisions
included the free imporitation from Germany and free re~exporbation
into Germany of those textile materials and textile products, which

12 See Table ITI and Tatle IV of this seetion {Pt.2) From Table IV

of part 1 of this chapbter i% can be seen that the French
export surplus increased from 8 million tons in 1913 to 15
million tons in 1929,



- 81 -
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had undergone or were to undergo any finishing process in Alsace-

Lorraine,

In addition to the fact that the French market for iron
ore as well as for iron and steel products was limitedy, so that an
outlet was sought in Germany, France feared the competition of the
highly developed agricultural sector and the advanced textile
industry of Alsace-~Lorraine, particularly since the latterts
production capacity amounted +to about 25 per cent of the French
Yotal, Thus we find both the French fear of competition and her
limited domestic market necessitatbing the maintenance, at least to
a certain extent, of trade relations which had developed to an ever
increasing degree over nearly five decades preceding World War One
between Alsace-Lorraine and Germany., The importance of the German
market for Alsace-~Lorraine can be seen when looking at the Franco-
German post-war trade figures. The German imports from Alsace-
Lorraine amounted in 1925, the year when discriminatory provisions
were lifted, +to nearly three~fifths of the German impcrts from the
whole of France, whereas Gemman exports into Alsace-Lorraine amounted
to only one-fifth of total Germen exports into France, This wreveals
the importance of the German market for produce from Alsace~Lorraine,
a fact which in trade negotiations strengthened the otherwise rathex

vulnerable Gexman pos:i:l'.:l‘.om]'3

The extent o which this period proved to be one of
maladjustment is illustrated in the case of French iron-~ore exporis

into Gemany.14 Since the struggle for the political control of

13 Stalistisches Jahy b as Deutsche Reich, Statistisches
Reichsamt, vole. 45, Berlin, 1926, pp., 186-9,

14 Apart from iron-ore, it is inberesting to note that German
exports of coal to France did not actually decline (except
during the times of the Ruhr conflict) mainly due to German
reparations made in coal. In 1926, coal exports reached
their peak for the whole of the interwar period, although
this was partly caused by the General Strike in Britain,
Statistisches Jahrbuch fuer das Deutsche Reich, Statistisches
Reichsamt, Abt. VIL, Auswaertiger Handel, vol. 41-59, Berlin,
1920~1941/42,
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the Franco-~German unit stretching from the Channel to the Ruhr
was lost for Germany, she re~orientated herself and relied to a
greater extent on ore supplies especially from Spain and Sweden,
After the war, French iron-ore exports had slowed down, bubt as
from 1924 they increased, reaching their peak for the 1920%s in
1928, although remaining slightly under the pre-war level, They
slowed down again up to 1932, and due to the recovery in Germany
increased rapidly thereafter, reaching their peak for the interwar
period in 1936,well above the pre-war level, When comparing
these with the Swedish iron-ore exports to Germany, it becomes
clear how political circumstances influenced the preference scale
of the German c‘u.sto:rne:c.l5 Thus France could only maintain a
moderate share of the German market, In absolute figures, this
share in general compared favourably with the pre-war level, bub
since exports from Alsace-Lorraine were included in the French
post-war figures, Francel!s position in respect to her iron-ore °
exports to Gemmany was in fact seriously affected. In the late
1930's, between 65-70 per cent of German iron was made from foreign
ores and the great expansion in the output of German heavy industry
at this time caused an increase in both French and Swedish ore
exports o Gemmany. The later moderate recession can be
attributed to the move towards greater autarky, as illustrated by
¥he builéing of the Hermamm Goewing Worls . 0

15 French and Swedish Iron-Ore Exports
to Germany

(approx. figures =~ in million tons)
Exporber 1913 1929 1932 193 1937 1938
France 348 343 0.6 6.8 6,0 540
Sweden 446 Ted 1.5 8s1 945 9,0
Source: Statistisches Jahrbuch fuer das Deutsche Reich, Abt, VII,
Auswaertiger Handel, vole 41<59, Berlin, 1920~1941/42.
Beonomist, August 5th, 1939, Dpp. 266=T.
JWFe Thelwall and RePFs Edwards, Economic Conditions in
Germ o Jul 0, Department of Overseas Trade, London,
HelleS+0ey 1930, pe T5e

16 Foonomist, July 29th, 1939, p. 215..

Sweezy, ops cibt., pPps 34~5 and 85~9,



The following tables offer a comparison bebtween the

Zevelopments in the iron and steel industry in both coxm‘hries.w

TABLE JIT

Pigeiron Production
(million tons)

Germany France
16.6 1913 542
9,2 1922 5¢3
9.6 1926 944
1342 1929 10.4
3:9 1932 585
1846 1938 6.1
TABIE IV
Steel Producthion .
(million tons)

Germany, France
1746 1913 4.7
11,2 1922 4.5
12,2 1926 846
16.0 1929 9.7

56 1932 546
23,2 1938 642

One should keep in mind that after the war the metal content of the
iron-ore deposits of Lorraine amounbed to about 700 million tons,
while post-war Cermepy remained with about 300 million tons.~° The
former German Alsace-lorraine became in the interwar times responsible
for more than one-third of the French pig-iron and steel production,
This again illustrates that behind political sentiments remained a

forceful economic basisg,

I% has been pointed out already that we find in the years

17 Statistical Yearbooks of he Leasue of Nations, 1931/32 and
1938/39. |
Pommery, ops cite; ps 450,

18 Stolper, ops ¢ibsy PPe 34-5e
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preceding World War One an increasing degree of economic inter-
dependence spreading out from the Ruhr District o the Channel,

The expanding policy as undertaken by big enterprise, took place
guite often irrespective of political frontiers, Thus some kind
of Grosswiridschafisraim started to develop, which during the war
stimulated the drive for political expansion. Before the waxr,
German heavy industry became particularly active in French Lorraine
and Northern France., At this time French enterprise played a
rather insignificant role in the then German Alsace-lorraine,
largely due to the different degrees of industrialisation and the
different types of entrepreneur prevailing in the two countries -
in France it was to a large exbtent the "rentier" type of entrepreneur
who shaped economic behaviour patterns, while in Germany, it was a

19

moxre "dynamic" type of entrepreneur who took the lead.

The events of the war had little impact on the prevailing
mentality of both types of entrepreneur, In this context it is
interesting to look at the economically active population of the

two countries and to compare the pre- and post-war percentages of

those engaged in Commerce and Indus’ory.zo
TABIE V
1906/7 1925/6
Germany 45,4 48,9
France 38,5 42,7

In fact, France was lagging behind as far as both her
degree of industrialisation and the prevailing "eapitalist” spirit
of the average entrepreneur were concerned, This should be
qualified in respect of a sometimes quite aggressive drive developing,
with strong support as given by the French State, For instance,

15 Before World War One German capital had secured control of
aboub 15 per cent of the mining sector in French Lorraine,
CoKs Leith, The World Iron and Steel Situation in its Bearing
on the French Occupation of the Ruhr, F.4., vol. 1, 1922-3,
Pps 136-51,

20 Statistical Yearbook of the Ieacue of Nations, 1931/32, Table 4.
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after taking over the potash industry after the war, the French
producers, consisting of some state works and only oue privaite f£imm,
realised a considerable advantage over their German competitors.
The marketing of the whole French potash production was undertaken
by an organisation where the French State held 70% of its inberest
(Socisté Commerciale des Potasses d'Alsace) and having large shate
subsidies at its disposal. The German producers, albeit organised
in a compulsory cartel and subject to state conbtrol in this respect,
where in a less favourable position since they had no subsidies and
no state agency behind them, The Franco-German competition raged
especially on the very important American market, and was exbremely

harmful to German producers not velying on any state assis’sance.21

Generally speaking, such an aggressive drive on the pard
of the French was to a large extent dependent on either divect or
indirect promotion by the Stabe, and it remained restricted o a
few fields of activity. In the above instance, the Franco-German °
antagonism was overcome by agreement in 1924, in respect of the
American market and in 1926, in respect of the world market as a
whole,

Furthermore, when looking at the response to the post=
World War One conditions, again in respect of the potash industry,
the different degree of industrialisation and differing entrepreneurial
behaviour patterns can be seen, The Gemman producers concenbrated
more and more on special mamfacturing processes and the chemical
utilisation of potash, in order to combat the conseguences of the
loss of the potash industry in the Alsace, whilst the French potash
producers restricted themselves to expanding and increasing the
mining productivity of this newly acguired industry., This can in
both cases be classified as "dynamic" entrepreneurial behaviour,
although in the case of the latter, it was considerably less
dynamic than in the former,

Degpite the fact that the wartime experience transformed
France's industrial structure, there is not much evidence that the
war stimulated the growth of a new kind of business élite. Such
an €lite had already existed in Germany for over one generation.

21 Levy, op. Cite, Ds 103

Clough, ope cit.y De 34.
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In France however, "“the cautious, conservative attitude typical of

22 To
give a full explanation of this is not easy., The rapid reconstruction

French business continued dominant into the post-wew era,"

of the devastated areas indicates that France was able to take up a
challenge not only in the military, bubt this time also in the
economic sphere and this despite the slow flow of German reparabionse.
Thus it may perhaps be suggested that the upheaval caused by the war

¥ eosWas both too great and not great enough for a nation faced with
23
1)

.

I$ should be emphasised that the French claim to Alsacew
Lorraine in particular and to the Rhine frontier in general, must not

the problem of couverting itself to twentieth~century conditions.

be seen o be directly in comnection with moves fowards the breaking
up of the national uniby of Germany as happened for insbance, in
comnection with the occupation of the RBuhr District., A look back
to the Peace Conference can illuminate this, No doubt Clemenceau,
one of the Big Four at the Paris Peace Conference, showed one of
the most uncompromising of all attitudes bowards Germany, On the
other hand, it was Clemenceau who was too much the "Jacobin", being
convinced that the nabional uniby of Germany was an accomplished
fact., . He strongly believed in the future of the nationestate in
Europe.24 This belief he tried to reconcile with the French policy
of security. Thus national security of Germany had to stop on the
west bank of the Rhine and north of the Alps - Austria and the
Bhineland had %o be treated as separate wnities in an attempt to
ensure that "Buropean hegemony might be remedied for many

generations," 25

It can be argued that Clemenceau underrated the driving
force of nationalism, something he himself believed in so much,
On the other hand, he has been blamed without much justice for
having tried to undo the national wnity of Germany., However,
there is an inberpretation of his attitude that does nob Jjustify

22 G, Wright, France in Modern Times, 1760 to the Present, London,
1962, p. 403, '

23 Tbid., pe 404s |

24 Mantoux, op. Citey DDs 46-9, _

25 Keynes, Conseguences, ODe Ciles; De 32,
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this if one is prepared to think along broader lines.%

The French claim to the Bhine as Germany!s fronbtier at
the Peace Conference can be summed up as follows:
1) Alsace-Lorraine: Economic, strategic, sentimental.
2) Saar Territory:  Eoonomic.
%) Rhineland: Strategic.

There were no berritorial demands by Prance as regards
extending her sovereignbty over the Rhineland, This is the crucial-
point, All that was asked for was the demilibarisation of the
Bhineland and the creation of a buffer state there, which was to be
admitted to the League of Nations, in order to safegnard its own
interests, The Rhine bridges were to be occupied by an inber-
Allied force, and the western frontier of Gemany was to be fixed
at the Rhine.2!

A1l this was not simply the breakeup of the national unity
of Germany, despite the loss involved for her. It is of course
open to gquestion whether France was morally entitled to make these
demands of a nabion, even though it remained a potential aggressox,
As far as the economic implications are concerned, Germany would
have been reduced to albogether five-sixths of her pre-war resgources,
However this would not have implied any drastic changes in the _
Franco-German economic "balance of powexr", leaving aside the German
eastern frontier guestion., The "remedy for many generations"” did

26

H, Nicolson, . Peacemakine, 1919, London, 194%, ps 52, ps 67 and pe T2,
A, Tardieun, The Truth sbout the Preaty, London, 1921, ppe 353-75.

LeJs Mayer, Policies and Diplomacies of Peacemaking, Containment

and Counterrevolution at Versailles. 1018-1919, London, 1968, pp. ;517-8@
It should be noted that the three authors express guite different
views. Since the Prench attitude towards German national unity

is of crucial importance for an understanding of the underlying
problem of Franco«German relations, I have abtempted to reconcile
the various viewpoinbts in the light of their relevance for
developments in the economic sphere,

2Trardicn, ops cite, ppe 145-201.



not lie in the economic fi’eldza » it might have remedied the French
security complex and from the French point of view might have
offered a solution for peaceful co-existence, Whether such a
solution would have been too much in France's favour, thus further
antagonising Germany, is guite a different guestion.

The realisation of the French claim for the separation
of the left bvank of the Rhine from Germany would have meant that
the latbterts losses at her western frontier were roughly egqual to
her actual losses both in the west and east together, The resulbting
creation of a Rhenish buffer state could have been accompanied by the
maintenance of Germany's pre-war eastern frontier with perhaps the
excepbion of a few districts entirely inhdbited by Poles, Assuming
for instance, Germany had been represented at the conference table
in Paris in 1919 and had been faced with such an alternative frontier
settlement, she would probably have chosen the first, since it would
not have put two and a half million Germans under Polish sovereignby
while it would have preserved de Juvre and de facto the national
identity of the population of the Rhineland, In addition, the

French security complex would have been overcome,.

The following table offers a detailed record of the losses
involved for Gemxmany abt her western frontier under such a hypothetical

peace settlement.zg TABLE VI

Germany  Alsace- Left Bank Percentage
(In thousands) in 1914 Iorraine of the Rhine losses to

(excl. Germany

Iuxemburs)
Area (sq, lm) | 540,8 1445 28,0 8 per cent
Population (1913)  64,925.0  1,874,0 5,500,0 11t
Railway Idnes (km) 61,0 1.8 443 T I
Whine (hectol.) ©921,0 144.,0 480,0 67 "
Wheat (tons) 3,927 40 182,0 199,0 g v
Rye (tons) 10,426,0 77.0 516,0 5 " n
Potatoes (tons) 45 ;57040 87340 2,758,0 g "
Coal (tons) 190,109.0  3,846.0 20,201,0 2 "o
Lignite (tons) 87423340 - 20,256,0 23 " ¢
Iron-ore (%ons) 28,700,0 21,000,0 - 73 0"
Steel Ind, (toms)  17,690,0  2,290,0 34230,0 31 "
Textile Ind, (tons) 400,0  56.0 63,0 30 " "

eesssfootnotes 28 and 29/
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If the other Allies had agreed upon such an "appendix
operation" against Germany it might well have induced France in
turn to offer concessions in her reparation demands. This would
also have been in the interesits of Germany and would have been a
sounder foundation stone for post-war Burope than were many other
devices, It can be suggested that the occupation of the Ruhr would
have been avoided and despite an immediately embittering effect on
the German attitudey a Franco-German rapprochement could have been
envisaged earlier. The French side, freed of her "security complex,
might have offered concessions on a large scale, It can only be
stressed again and again that the Franco~-Geman antagonism was in
esgsence due to the high degree of French frustration in the matter
of her security. On the other hand, she did not achieve much by
further antagonising Germany the more she wanted to rectify her
precarious position., This vicious circle in their relations remained

an unsurmountable barrier.

The positive attitude of Clerenceaun towards the maintenance
of German national unity, as already discussed, should not conceal
the fact that a large body of public opinion in France and many of
those in influential positions both in political and economic life,
were gquite prepared to exploit any opportunity o divide up Germany
into at least three parts - a predominantly Prussian North with the
exception of Westphalia, a Bavarian~led South and some kind of
buffer state lying meinly on the lef't bank of the Rhine, When
comparing this with Napoleonic days, a certain amount of "moderation”
can be observed on the part of France., In those days the "natural
boundaries" of the Rhine became the western frontier of France, and
the so-called Rhine Confederation formed a buffer state which was
comprised exclusively of German territories on the right bank of the
river. After World War One, the idea of establishing a buffer state
emerged againg without implying direct French claims to territory

30

beyond Alsace-Lorraine and the Saax, At the time of the occupation

28 Fven Keynes was overstabing his point here, Refers back to note (25),

29 Papdieu, op. cites Dpe 1689,
Stolper, ope cite, Ds 42,

3 Haller, op. cit., pp. 266 £f.

sessof00tnote 30 con‘tinued/
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of the Buhr, the ereation of a Rhenish Westphalian buffer state

became almost a reali'by.3 1

This would have given France indirect
control of the eastern part of the Ruhrelormaine-Channel unit asg
well, and an optimum degree of security., If a far-sighbed statesman,
such as perhaps Clemenceau, had been in power at that time instead of
Poincaré, it is possible that the former might have realised the
opportunity for France to gain both in temms of economig influence
and in "real" security., It is also possible that Gemmany might even
have accepted such, a solution where a demilitarised but fully
aubonomous Rhenish-Westphalian buffer state would have become a
member of the League of Nations, while its neutrality and territorial
integrity could have been guaranteed by the Allies and by Germany.

France was able to offer a "great deal" in return. For
instance, agreements on interwAllied indebtedness permitting, France
could have renounced all her claims to reparations, She could have
been compensated with the right to levy a moderate customs tariff on
goods imported from or exporited to this Rhenish-Westphelian state
in its trade with Germany, for a period of perhaps ten years.
Furthermore, France could have offered her support for German
demands for the return of the lost parts of Upper Silesia and the
"Oorridor? separating Eastern Prussia from the Reich, That France
was able to make such concessions in the east, ignoring thereby the
sengitivity of her Polish ally, is illustrated at a later stage in
the French propensity to compromise during the so-called ILuxemburg
Conversations of the early 1930's ~ talks held between French and
German industrialiggs with the full knowledge of and guidance by

their Goverments,

.......

30 Continued

G. Zeller, Ig France et J1'Allenasme depuis 10 Siscles, Paris,
2nd edition, 1948.

The sowcalled Rhine-Republic was proclaimed by Separatists on
October 20th, 1923, Howevexy it only lasted up to November 30th,
of that year. Keesingl!s, 1918-1931, p. 13.

31 Gobhardt, op. cites Dpe 1367

32 Doge €. F.P., series €, vols 1, The Third Reich, The Firsh Fhase,
No, 2, PPe 2""5; Yo, 18, PDe 38""410
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This hypothetical case does not underestimate the French
attitude towards reparations. On the contrary, in the course of
the occupation of the Ruhr, France realised the limits of making
Germany pay. However, the likelihood of Germany's being prepared
to lose in the west in order to gain in the easty is a matter open

to speculation,

Another possible way of bridging the Franco-German
antagonism might have been conceived. It is fairly easy to blame
the then prevailing nationalism for all the evils and for the general
disorder and maladjustments to the new conditions created after World
War One., Nevertheless, another possible way of bridging Franco-
German antagonism can be suggesteds It may be questioned whether
the Prench claim for security and especially her moves towaxds the
Rhine frontier, accompanied by her endeavours $o gain more of the
pre~war economic unit strebching from the Ruhr to the Channel had
to remain necessarily incompatible with Gexman interests. Gene:;ally
speaking, conjectures should be avoided when writing on historical
problems, Nevertheless, under the given circumstances after the
war it might have been possible to make Germany accept the Rhine
frontier and France that of 1871, while at the same time creating
some neutralised free~trade area, as had been agreed upon with

regard to the Congo Basin in the .'LESBO’S.3 5

I% would have been advisable to include Belgium and
Ioxemburg, forming some kind of Bhenish Confederation with optional
rights for the Netherlands to join,

As far as nationality problems were concerned, the Swiss
model offered wide scope for application. A moderate customs tariff
would probably have been advisable for goods other than those exchanged
between this Confederation and France and Germany., Thisg would have
facilitated economic recovery and might have proved to be a first
step towards further economic unity in Burope and would have solved
many of the problems .Wﬁich stood in the way of a lasting Franco-

3

German understanding.

35 S.E, Crowe, The Berlin West African Conference, 1884-1885, London-
New York-Toronto, 1942, pp. 105 ff,

«seesfoObnIObR 34/



- -

’

34 It can be suggested that at that time there was wno reason to
believe in the possibility of establishing any Furopean
"oommon market".  Nevertheless, the successful foundation of
such a Confedexvation might well have led to develommente which
came about only after World War Two., =~ Henderson, Common Market,
ope cit., DPp. 139-70.
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3, THE SAAR AND ITS COAL MINES - A CONFRONTATION OVER OWNERSHIP,

The Saar, a territory covering 14900 square kilometres
with a population of 800,000, experienced adjustment problems in
many ways similar to those experienced by Alsace~Lorraine and
Franco=German relations were further strained over the question of
the ownership of this region's coal mines,

In line with the rapid expansion of the Lorraine ironw
nining industry especially as from the turn of the century, the
supply of coal from the Saar became increasingly important despite
the fact that the Saar coal is more suitable for domestic fuel than
for industry, so thal the Buhr coalfields continued to supply

Lorraine to a large extent,

The Saaxr was a main coal-producing area and notwithstanding
its well-developed iron and steel indusiry, only about a guarbter of
its coal output was taken up by ibts own household and industrial

consumpbion,

The pre~war oubput of the Saar coal mines was about 15
million tons, amounting to about 8 per cent of the tobal German pre-
war oubtput of coal. '

The stipulations of the Treaty dealing with the Saar are
found in Articles 45-50, In Article 45 "Germany cedes to France
in full and absolute possession....the coal mines situated in the
Saar Basines.."> for a period of 15 years., Similarly to provisions
made for Alsace~Lorraine, the Saar was subject to special conditions
for the first five years after the coming into force of the Treaty,
whereby the Saar remained de facto within the German customs
frontiers, After that period, it became for the next ten years
de Jjure as well as dg facto part of the French customs systenm.

During the first periocd no customs were levied for exports from

the Saar to Germany and imports from Germany were also exempted .
from customs, as far as they were destined for local consumption.
However, quotas were introduced for exports to France. Furthermore,
France started paying sclaries in francs to the employees of the

French controlled coal mines, This considerably raised the real

1 Txeaty of Peace, Temperley, ope cit., ps 132,
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income for about a third of the population during the time of the
rapid devaluation of the mark. On one hand, this measure was in
the French interest in so far as i} offered some sabisfaction to

their employees, who were generally not pro-French, thus probably
tending to increase efficiency in the rumning of the mines. On

the other hand it caused strong resentment among the rest of the

population who continued to be paid in maxks,

The administration of the Territory remained in the hands
of a Commission of the League of Wations, Provisions were made in
the Treaty for an elected "Advisory Council’, bubt without meeting
the demands of the population for a "parliament”, This besides
other things, increased the already existing tension, Since a
plebiscite was to come only after 15 years, Germany as well as
France developed some kind of "business as usual' attitude, and in
trade negotiations three main bopics appeared again and again; the

-

customs, the coal, and the cuxrrency cp.uasﬁ:imrzs,2

Nevertheless, on the international as well as on the local
scene, things remained rather precarious, with a deep-rooted
resentment on the German side which was difficult to overcome. The
one=-sided manner in which the provisions of the Treaty were quite
often carried out, can be illusirated as follows, The actual value
of the Saaxr mines amounted vo about 1 milliard goldmarks. However,
on her reparations account Germany was credited for only 320 million
goldmarks. On the other hand, the destruction incurred by the coal
mines of the Bassin du Nord was estimated at about 12 milliard gold-
marks, In other words, reconstiruction of the destroyed coal
industry of the Bassin du Nord with a pre-war output of 18 million
tons of coal, exceeding that of the Saar by about one and a half
times, was estimated to be 37 times the value of the Saar mines.3
Annex II, 11 o Article 244 reads, however, that the Reparation
Commission "shall be guided by justice, equity and good faith,

E, Dittrich, Ibie dex1tsch~§r§g;‘éoés;; _s_c}g;eg Wirtschafisverhandiungsen
der Nachkriesszeit, Berlin, 1931, pp. 41-2. o '
Ch, H, Haskins, The Saar Territory as it is Today, F.lA.,

vol, 1, 1922-3, pp. 46~58,

3 SOlmssen, OPs Ci’tq, vol, 1, Ps 202°'39



..95,-

I%s decision must follow the same principles and rules in all

CASES e s ""4.

After the Peace Conference, the French claim to the Saar
had in particular aroused opposition from Wilson and Lloyd George,
Thus France only succeeded in attaining temporary éon“brol over
this territory and her hopes for a plebiscite in favour of at least
an aubtonomous Saar proved to be not very realistic, The official
French inberpretation of the stabus of the Saar was defined as "a
new object of international law", On the other hand, Germany
maintained that the Saar remained a part of the Reich, which for a
certain period only was %o be regerded as not being under German
sovereignty.

There is little doubt that the Saar suffered severely
under her new status. The domestic market of this territory was
not important for her industry., Particularly after 1925, the Saar
had drastically to re-orientate herself as far as her supply situe:tipﬂ
and customers were concerned, The French administration of the mines
did not hesitate to exert pressure by restricting coal supplied to the
Saar, For instance, in late 1924, the Roech Wo in
Voelklingen were forced to close down for some time due to insufficient
coal gupplies, In addition & customs levy was introduced for coal
imports. This and the German obligations regarding reparation

5
Furthermore, the geographical position of the Saar on the north-

deliveries of coal made things worse than they already were.

ecastern customs frontier of France increased iransport costs to a
very large extbent,

4 Tre f Peace, Temperley, op. cit., p. 221,

5 Germany became temporzrily a coal-~importing country despite the
rapid expansion of her lignite mining sector. For instance,
in 1913 Germany realised an active balance of 486 million marks
in her coal export trade. In 1923, it became a passive balance
of 690 million marks, Up to 1932 the total Germen reparation
deliveries in coal to the Allies (excluding Saar coal) amounted
to 2.4 milliard goldmarks; more than half of this accrued to
France., Niebuhr, ops, cit., pp. 61 ff,




In addition, the Saar mines, under the administration of
the Administration des Mines Domainsles Frangsise du Bagsin de la
Saxre, only reached their pre-war average oubput level per man~hour
in 1928, Remembering that the oubput of the French coal mines in
the devagstated areas weached the pre~war level in 1925, the coal
deliveries from the Saar to France in the years 1926~%5 can be
regarded as supplementary reparation paymenis over and above
compensation for the destruction of the coal mines in the north of
France, They amounbed to about 2 milliard goldmarks, representing
some kind of "over-compensation” made by the Saar and thus indirectly
by Germany.

It iz true that the Saar was to a large extent essential
for Prance as far as her increased dependence on foreign coal
supplies was concerned, due to the incorporation of ILorraine Ammexee,
In Article 46 of the Treaty, two reasons wers given for the cession
of the Saar by Germany; firstly, "$o assure the rights and welfare
of the population”, and secondly, "to guarantee to France complete
freedom in working the mines." The first, without much exaggeration,
can be described as win&ow—dressing.6

According to the letter of the Treaty, the only industry
which was to be taken over by France were the coal mines, It has
already been mentioned that through her ownership of the mines
France exerted pressuve on the privately owned sector of the Saar
econamy, in particular on the iron and steel industry. Some of
those concerns were forced to sell more than half of their shares
to French enterprises, A} one time, oubt of the big concerns of the
Saar, only the Roechling Group successfully maintained its full
financial independence, Such moves towards establishing French

control over the private sector of the Saar economy were in the main
later abandoned, largely due to the fact that French enterprise
found it much more difficult to wealise profits in the Saar than
elsewhere and by 1925, some lessening of tension between France

and Germany was o a certain degree apparent., On the other hand,
behind the French customs walls, small post-war industries developed

6 R, von Kuehlmann, The Future of the Saar, E.4,, vols 12, 1933~4,
PPs 428w35, esp. pe 430,
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in the Saar, which would not have been competitive on the German
markeb, It was in particular in the develomment of a boot and
shoe industry, a furniture industry and breweries, serving local
consumption and f£illing the gap in the.supply of commodities, where
there was no strong French competition. Such industries had there-
fore Yo fear the consequences of a re-union with Germany, although
their share in botal oubtpubt was too small to endanger a smooth

re-gdjusiment of the Saar economy after March, 1935.7

After the provisional agreements of July 1lth, 1925,
August 5th, 1926 and November 6th, 1926, the Saar Agreements of
February 23rd, 1928 finally brought aboubt a sebttlement for the rest
of the 15 year period. This agreement provided for special tariff
arrangements, going beyond those of the Franco~Germen Commercial
Treaty of 1927 to be discussed later., It was agreed to lower the
tariff walls betbween the Reich and the Saar, in order to facilitate
the exchange of goods and services, which was of such vital importance
for the Saar economy. No customs dubics were to be levied on most
of the Saar exports into Germany and imports into the Saar from
Germany were o be permitted at reduced rates.®

By this France had to a large exbent revised her earlier
policy and acted in accordance with her obligations bowards the
well-being of this terzitory.

Economie conditions in the Saar had been of an
extremely precarious nature, particularly during the years preceding
1925, I had been a long time before Saar industrialists succeeded in
meking arrengements with the French owned coal mines in the Saax
which seoured the necessary fuel for their industry., TFurthermore
private arrangements were made with French indusirislists in
order to obtain an adequate iron supply.

It was ironical that the Saar industrialists often entered
into business with a French firm which had been their property up
until the end of the war, Each side depended on supplies from the

" Economist, May 12th, 1954, pp. 1017-8.

8 Di’htri@h, ODs Ci’t&, PDPs 131 ft.
Hoegel, op. cit., pp. 112 ff.
Schultess?, vol. 69,1928, pe 63
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other with the difference however, that France was in command of

the coal for which the Saar had to bargain, In addition, France
did not offer an adequate outlet for the finished or semi~fimished
goods of the Saar, On the one hand, there was the competition from
Torraine and on the other, the demand of the French metallurgical
industry, which was rather limited in comparison with the demand of
the German domestic market, Thus the Saar industry could only
re~orientate itself with great difficulty and the cruecial importance
of the Saar Agreements in offering an outlet for Saar produeis to
Germany can hardly be underrated. Thus France was in a vexry strong
position on entering inbto negotiations with Germany and she had not
hesitated to threaten her with the stopping of trade between the
Saar and the Reich.9

On the other hand, the maladjusiment to postwar conditions
should not be over-emphasised, The Saar territory remained de facto
within the German customs frontiers up to 1925. Furthermore, the
successive agreements from July 1925 to February 1928 helped to
alleviate the situation and to facilibate the full incorporation of
this area into the French customs system.

As against this, the unrest and the discontent of the
people maintained the bension and placed an added strain on Franco-
Gorman relations. In addition, the situation was sometimes aggravated
by the high degree of sensitivity on the part of public opinion in
Germany, similar to the French reactions to the pre-war German

measures in Alsace~lorraine,

This particularly sirong emobional involvement and its
antagonising effects must be seen in the light of the fact that the
population of the Saar consisted almost exclusively of Germans,

After 19%3, French hopes for a plebiscite that would nob
be in favour of re-union were nourished by the political events in
Germany, Such a calculation, however, undervated German nationalism.
Despite the fact that the vast majority of the Saar population was
Catholic, and that the German Centre (Zentrum) was the leading
political party, 90 per cent of the votes cast were in favour of

re-tmion with Germany.

J Niebuhr, ops cit., ppe. 83 ff,




The causes for this overwhelming majority are manifold,
It can be taken as a cerbainty that the population of the Saar
Territory would not have consisted in its majority of Nazi supporiers
before 1933, This demoustrates to what an extent the average voter
regarded the Peace Treaty as a kind of sgtigma to be eliminabed at all
costs and even the Catholie clergy was divided over the plebiscite.
Reeunion with Germany meant by no means that the Saar would be
economically better off., For instance, the coal-miners could
hardly expect to derive any economic benefits from a change in the
ownership of the mines, The introduction of longer working hours,
restrictions imposed upon their bargaining position and various
laws interfering with bhe mobility of labour were pending in the
event of a German take~over, all of which was implicitly accepbed
with the vote in favour of Nazi Germany. The reasons for this lie
in the political sphere, After the war, every third household in
the Saar became economically dependent on wages received from the .
French administration of the mines. Despite marked improvements
in pay the miners resented this foreign management, and guite often
anti-French feeling was deliberately inflamed by making the French
seem responsible for every disagreeable circumstance, Thus the
conflicting interests of capital and labour were magnified in the
struggle between Frenchmen and Germans and the wvast majority of
coal-miners had become exceedingly suscepbible to Nazi propaganda,lo
Bub other sections of the population of the Saar were also affected
in their general abtitude by the existing state of affairs, even when
The Boonomist suggested that the vote in favour of Germany would
have been 99 per cent instead of 90 per cent, if the Weimar Republic

had been still in exis"hence}l

The plebiscite of Jamuary 1%th, 1935 was preceded by
Franco-German negotiations concerning various financial matbers
and in particular the question of re-purchaée of the mines as
provided for in the Peace Trea’sy.lz Ay agreement was signed in

19 Boonomist, January 26%h, 1935, pp. 166-T.

! Boonomig}, Januazy, 19%h, 1935, pp. 109-10.

12 For further details, see F, von Papen, Memoirs, London, 1952,

PPe 3002, (Von Papen was at that stage appointed Reich Commissioner
for Saar Affairs,)
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Rome on December 3rd, 1934, by which Germany was to buy the Saar
mines for 135,000,000 goldmazks (£12 million).'> On January 30%h,
1935, negotiations started between the Bank for Intermational
Settlements, the Bank of France and the Reichsbank, on book-keeping
operations concerning the said amount to be paid by Germany for the
Saar mines, Agreecment was reached on Februsry 6th, 1935. The
final transfer protocols bebween the dwo contracting Powers were
signed in Naples on February 18th, 193%5. Thus with the conclusion
of these "Accords of Naples", the way was cleared for the re-union
of the Saar with Germany which took place on March 1st, 1935.14

Further Franco-German negotiations had to be carried outb
in order to accomplish a full consolidabtion of bilateral exchange
matters and to secure certain tariff measures in favour of the Saar
industry. Provisions were agreed upon which provided for the newly
erected tariff barriers between France and the Saar to be reduced
and thus the incorporation of the Sa.ar. into the German economy was
facilitateds On the other hand, the gradual reductivn of French
coal imporits from the Saar from 4.5 million tons annually to 2.0
million tons from 1935 onwards, had good effects on the depressed
state of the French coal mining industry. The reduction in imports
per anmum was esbtimated to be eguivalent o twelve extre working days

15

for the French coal miners,

Thus one major source of Franco-German antagonism had been
removed, However, while it was a settlement which took demographic
realities into consideration, it failed bo offer any constructive
step forward in settling the problems arising out of the economic
interdependence of French and German heavy industry, and the
abolition of customs frontiers could only be envisaged after World
War Two.

13 Reoningls, 1934, 1462 G.

Y4 Keesing's, 1935, 1539 G and 1553 I,
Schultess! vol. 765 1935, pp. 20, 29, 31-9 and 154.

5 Keesingts, 1935 1516 C.




CHAPTER IV

FROM RECOVERY INTO THE "GREAT DEPRESSION".
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1. YEARS OF PERTPETUATED FRANCO-GERVAN ANTAGONISM,

The years 1925-29 were no less a period of readjustment
to the effects of the war, than had been the years between 1919
and 1924, Although these effects were no longer visible on the
surface, to a critical observer it became apparent by 1929 at the
latest, that a precarious state of affairs was only artificially
concealeds

Nevertheless, in the year 1927 especially, it seemed that
both PFrance and Germany had regained a stability and equilibrium
such as had not existed since the outbreak of the war, and this was
a time when it came to be commonly accepted that a settlement of.
Franco-German economic problems on more permanent lines was drawing
near, IFrance in particular reslised how important her German
trading partner was, In 1926, Germany ranked third in both the
import and export trade of France, and in September of that yeazé,
the idea of capitalising and thus commercialisihg part of Germany!s
reparation debt, was envisaged by Briand and Stresemann at their
meeting at Thoiry. However, it became clear that in those years,
only through far-sighted efforts could such "a problem as a Franco-
German rapprochement be solved Ly a gradual advance“.l The

de facto stabilisation of the franc at the end of that year reduced
the urgency in this matter, Nevertheless, it should be emphasised
that the later Poincard of 1926/8 was not the same as the earlier

of 1923, He now realised that in the long run the French position
could not be maintained by force alone, The revision of the Dawes
Plan started at Tholry, but it was not before August, 1928 that

both sides accepted this as an objective worth working for. It
oould be suggested that the actual turning point was the meeting
between Stresemann and Poincaré in August, 1928,

The agreements leading to both the Dawes Plan and the
Young Plan did not cancel out the German "war guilt" clause of
Article 231 of the Treaty., The Dawes Plan did not even make
provisions for a revision of the total Allied claim for 132 milliard

1 G. Stresemann, His Diaries, Ietters and Papers, edited and

translated by B, Sutton, vol, 3, London, 1940, pp. 82-3,
(Article by Stresemann dated January, 1st 1927,)
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goldmarks, Political considerations maintained their preponderance
as illustrated again when the total evacuation of the Rhineland
formed the political accompaniment of the Young Plan, Several
times France tried to use her eomparative financial strength to
re-direct German policy. For France, "commercialisation"” meant

the ultimate achievement of the same ends by different means, and
she displayed “an almost blind veneration for the Versailles sthatbus
_g_gg”.g Thus commercialisation became, as far as Franco-German
relations were affected, more a specific behaviour pattern than a
change in attitude, However, everyone Imd $o play his role within
the given framework, Dven when the Young Plan came into force,
fixing the total German obligation, without including interest, at
%5 milliard goldmarks, it was maintained that this "new plan”, as
far as Germany was concerned, did not settle the reparation problem
“finally and com;_)le'l:ely”.3 Revision was legitimate from the German
viewpoint, but for the French it was an offence against international
morality.

The main characteristic of all agreements reached between
the Dawes Plan of 1924 and the Lausanme Agreement of 1932, was that
4

economic considerations came first. They were of course still
greatly overshadowed by political ambitions, but the actual outcome
was orientated by economic data, The emphasis had finally shifted
from arguing what Germany ought to pay, to estimating what she

could pay.

A provision of the Dawes Plan introduced the so-called
transfer protection, by which an account was opened up at the
Reichsbank for the Agent General of the Reparation Commission. German
reparation psyments were made into this account and the Agent under 4
the authority of the Transfer Committee, was in charge of transferving

2 Bemmett, op. cit.; pps 5-8 and p. 310

5 Co Bergman, Germary and the Young Plan, F.A., vols 8; 192930,
pPe 583-97, ©5pe Pe 589.

4 R,R, Kuozynski, A Year of the Dawes Plam, Feh., vole 4, 1925-26,
DPPe 254-63,
CoJs Friedrich, Reparation Realities, F.A., vols 7, 1528-29, pp.
118-31,
Se Morgan, Constructive Functions of the International Bank, F.A,
vol. 9, 19%30-31, pp. 530-91.
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these payments to the Allies, only if this was not to endanger the
harmonious working of the German economy. In addition, a prosperity
index was employed to calculate the amount to be paid by Germany

each year,

‘During the working of the Dawes Plan, the transfer
protection did not ever have to be put into operation., Nevertheless,
the role of the Transfer Committee was, economically speaking, a
very sound blocking mechanism for the maintenance of the stability
of the German currency. This blocking mechanism would have gained
crucial importance if Germany's capacity to pay had not become a
capacity to borrow. From 1924-1931, Germany borrowed a net figure
of about 21 milliard goldmarks largely on a short-term basis with
interest rates as high as 8-9 per cent, However, over that period

5

she paid reparation of only 11,2 millisrd goldmarks, This was a
potential source of considerable disturbance and by 1929 French
capital was being withdrawn from Germany in response to mounting

German opposition to the "59 years of enslavement"” imposed by the

Young Plan.

The Young Plan came into operation on May 17+th, 1930, Thus
all foreign reparation controls as provided for in the Dawes Plan

were abolished, On one hand Germany regained her full sovereignty and

on the other she was entirely responsible for the transfer of her
reparations., One part of the amnuity amounting to 612 million
goldmarks had to be paid unconditionally, and was destined to
compersate for the war losses of the Allies, As regards conditions
of payment, the same applied to the service of the 7 per cent German
Foreign Loan of 1924, which had started off the Dawes scheme,

The remaining larger portion of the annuity could be postponed for
two years at the most.6 These rigidities of the Young Plan could
be ignored as long as a bottleneck did not appear in the foreign
capital supply. This, however, happened and the econowic crisis

of 1929, followed by increasingly depressed economic conditions,

revealed the ever-present vicicus cirele of inter-Allied indebtedness

5 Lewis, Ope. ¢ites pPps. 40=1,
Clough and Coles, Op. citey Ps 750,
Appendix A, IV,
6 C. Bergmann, Germany and the Young Plan, F,A., vol. 8,1929-30, p. 592«
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and reparations paid out of loans -~ loans which themselves were quite
often not invested in Germany to increase productire capacities,

Added to the general economic upheaval, Franco-German relat.ons

were further strained over the Austro-German project of 1931 for a
customs umionZand it has been estimated that at this time France
withdrew short-term loans from Germany amounting to about 1,3 milliard
nemks.a Thus for the second lime within three years antagonism was
furthered by the withdrawal of French capital from Germany.

The Young Plan did not only mean that reparation payments
ceased to be tied to a prosperity index, but in addition deliveries
in kind were drastically reduced? After the war, France had in
parfticular been interested in deliveries of coal and products of the
German chemical industry and she had quite often re-exported such
commodities by applying dumping technigues, which led other States
to introduce anti-dumping measures, Britain especially, was somgtimes
deeply concerned about such practices, Despite these side effects
which were detrimental to the smooth working of international trade,
what were at first sight "sound" provisions laid down under the Young
Plan, later proved to be far more detrimental than any other previous
provision, It also became apparent that it was of great disadvantage
to the German econouy that reparation had not been made by means of
the Allies taking up a share in German industrial enterprise, In
the German counter-proposals made in Paris in May, 1919, such a
device had already been offered and this would not only have linked
up the Allied interest in reparation with prompt economic recovery
in Germany, but would also, during the working of the Young Plan, 1
have made the French in particular, more conscious of the necessity
for assisting Germany in the struggle ito combat the depressed state

of affairs in hex econony.

The drastic reduction of deliveries in kind had aggravated

7 0, Hauser, Der Plan einer deutsch-oesterreichischen Zollunion
von 1931 und die europaeische Foederation, HZ, vol. 179, Jan.,~June

the transfer problem to such a large extent that Germany would have
19555 ppe 45~92, esp. pps. 79-80. 1

8 H, Hoover, Memoirs, vol. 3y The Great Depression 1929-19431,
New York, 1952, pe 62,

2 Clough, op. cite; pe 325,
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had to achieve an export surplus of at least £150,000,000 by 1929.
Agsuming the means for reparation payments were not available through
foreign loans, this meant an increase in exports over imporus of
approximately 25 per cent, which was either simply not attainahle,

or as described by Keynes, it was at best a "formidable task"olo
I+ would have been ideal if the German factors of production could
have been made to produce nothing but exporits and to consume nothing
but imports, with the former exceeding the latter by the amount
mentioned above., Such a model, however, had little in common with
reality, particularly when the relatively inelastic foreign demand
for German goods as against a more elastic German demand for foreign
raw materials is remembered, In addition, when assuming that Germany
would have been able to surrender an adequate amount of purchasing
power to pay reparations, the effects of this would have had to be
faced in view of the inelastic market demand and its repercussions on

-

the foreign exchange market,

The complex nature of the possible results of transfer
payments on both the economy of the paying and of that of the
receiving country can be demonstrated by applying certain rigidities
to a model, Besides the fixed-exchange-rate assumption, the following
simplified model of trade betieen the two countries is held under
the further assumption of constant prices and constant interest rates.,
The assamytions of wmemployment, rigid monetary wage sbtructures,
competitive industries and constant returns ave sufficient to ensure
that changes of monetary demand will affect levels of output rather
than prices, But still no broad generalisation can be offered,

The following table illustrates some possible causes of events. 1

10 Jole Keynes, The German Transfer Problem, E,J., vol., 39, 1929,

Pp. 1-7, eSpe DPe 5e

il L,A, Metzler, The Transfer Problem Reconsidered, Readings in

the Theory of International Trade,

American Bconomic As:ociation, vol. 4, London, 2nd Impression.

1953y ppe 17997, espe 195-
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SUNMMARY OF TRANSFER LuSULIS,
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The Bank for International Settlements, which was a further
step towards “commerciaslisation" of the reparations, did not justify
the hopes that had been put into the working of this Iastitution.

At first it)was a body created to.facilitate the transfer of payments
under the Young Plan, without, hcwever, having any far-reaching powexs.

Its role as brustee and agent of the Central Banks concerned becanse
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rather insignificant during the Depression.l? I was, for

instance, Schacht's plan to make the B.I.B5. an organ for promoting
international trade in general., His main intention was Lowever,

to promote Germany's expor% trade through economic development in
overseas territories, This was a far-sighbed enough approach, which
however met with opposition in sofar as it was considered a disguised
claim for the return of the former German colonies, In 1936,
Schacht, when visiting Paris, was again to develop similar plans.,

At that stage it would have been g miracle if Prance had responded

to such a move, The claim for colonies had already become strong
during the Weimar Republic, After Germanyls adwittance to the
League of Nations in 1926, Stresemann in particular became increasingly
involved in this issue., Even Briand conceded Germany the moral
right to own colonies, Schacht was very active in this matter when
he represented Germany at the Conference of Experts, leading to the
conclusion of the Young Plan., He connected the discussion of German
reparation directly with this issue, For him, the ceding of colonies
meant that Germany would have access to colonial raw materials,

He put forward the idea of chartered companies to operate purely in
the economic sphere, leaving aside the guestion of sovereignty,

He was wnsuccessful, but nevertheless this mighi}have offered the

basis for a future Franco-German ravprochenent.

Quite soon it became apparent that in any case reparations
as such did not offer any far-reaching scope for fubure developments
towards economic co-operation, The Hoover moratorium was in direct
response to the depressed economic conditions of the countries
concerned, Finally it was the Lausanne Agreement of July 9th,

14

19%2 that became a "piece of healthy destruction”, It was

12 3, Auboin, The Bank for International Settlements 19301955,

Princeton, 1955,

13

TyW, Lamont, The Final Reparations Settlement, F.A., vol. 8,
1929=30; ppe 3545

Schacht, op. cit., pp. 378-84.

WoW, Schmokel, Dream of Fmpire: German Colonialism 1919-1945,
London, 1964, ch, %, pp. 76~1%6, esp., ppe. 81-7»

14 §, Astworth, A Short History of the Internationsl Economy 1850-
1950, London-New York-Toronto, 1952, p. 212,
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never ratified, but in fact marked "the ending of the long tragi~
comedy of reparationsg"ls This ending was not unreservedly

applauded by either side, The French viewed with dissatisfaction

the fading away of their hopes for being adequatley compensated for
their war efforts The Germans felt little gratitude for a denouement
which they regarded as having been long overdue. Thug while a

major stumbling block had been removed, it did little to draw the

two nations together, However, as we have seen, this stumbling
block had lost much of its significance by the mid-1920's and there
were other spheres of contact and confrontation which were to play

an important role in Franco-German economic relations. They by and
large were divorced from the reparation issue, although this issue

remained an arridre-pensée throughout these years,

15 M, Bammont, La Faillite de la Paix, 1918-~1939, Paris, 4th edition,
1960, guoted from 2nd edition, 1946, p. 401.
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2. FRENCH AND GERMAN PARTICIPATION IN CARTEL PACTS.

Despite the perpetuated Franco-German antagonisn,
especially as far as the delicate question of a final seitlement
of the reparations problem was concerned, o¢ne sphere which showed
signs of a mutual understanding was that of cartels. Comaon interest
led French and German industrialists to co-operate and partisipatbe

in bilateral and multilateral cartel pacis,

Cartelisation in the international sphere as it existed
before the war was largely affected by the events of the years
following 1914, The International Railmakers® Association (T.R.M.A,)
for instance, founded as early as 1884, after being destroyed by the
events of World War One, was re-established only in 1926, In
various other international cariels, both French and German businesses
worked hand in hand, tcgether with economic enterprises of other
States, in order to divide the markets on a territorial besis, or to

fix prices or production quotas.l’

Germany enjoyed up to the end of the war the "nabtural
monopoly™ as far as potash mining was concerned, There were two
distinet distbricts of pobash deposits, those situated in MHddle
Germany and those in the southern part of Alsace, the latter gaining
importance only in the beginning of tnis centmaxy, The German
Potash Caxrtel (Kalisyndikat) of 1881 was the world!s first world
monopoly in the mining of & raw material and in 1910 the German
Government introduced the Potash Law, thus forming in industry the
first compulsory cartel (Zwangssyndikat), in order to ensure an
effective exploitation of foreign markebs and in parbicular that
of the United States,

After the war, Alsace-Lorraine was handed over to France
and Germany lost her potash monopolys In the first years after the
war France took the lead in competing very aggressively on the world
market, with the wholesale monopolist organisation of German potash
mines, The Wéole French production was controlled by the Socidté

Commerciale des Potasses d!'Alsace, which was heavily subsidised by

the French State, This competition proved to be detrimental for
hoth sides, especially for the German, where the syndicate coulé

1 LGWQ OPe Git.g Cho 7, PDPs 86“107.
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not rely on a 9tate subsidy. Finally, an agreement.ﬁas reached -
between French and German representatives in Lugano on April 10th,
1926, which led to a Convention in Paris on December 29+th, 1926§2

A division of markets, price control and the reservabtion of home
markets were agreed upon. The German market share was fixed at 70
per cent and the French at 30 per cent, There was no production
control, but the marketing arrangements went into great detail,
France succeeded in securing for herself a much bigger share than
she would have been entitled to in view of her actual resources,
This convention was concluded after years of semi~official
negotiations between indusitrialists on both sides, But even in the
business sphere, were emotions were not such an important factor,
success was finally secured only after the political situation had

3

improved.

Thus a commumnity of interest brought the two parties
congerned together in the mutual pursuit of "restoration" of the )
pre~war monopolistic state of affairs in the potash industry, It
should be emphasised again that the French and German potash

producers had already made & move in this direction ",...at a time

2 Ibid., ppe 34-8 and p, 103,
It is dinteresting to nobe here that a provisional agreement had
already been signed in August, 1924, between the two groups, applying,
however, only to sales in the United States, It divided the
American market on the basis of 68,8 per cent, for Germany and
3142 pexr cent for France. However, this caused dissatisfaction
on the part of the German producers, since in fact the French share
was considerably in excess of French potash exports to America in
1923, »
J. Klein, International Cartels, F.,A. vol, 6, 1927-28;, p. 452.
L, Domeratzky, Cartels and Business Crisis, Fsl., vol, 10, 193132,
pPpe 47-8.

3 Sohultess', vol. 67, 1926, p. 299
H, Rosterz, Der deutsghefranzoesische Kaliverbrae, Diss., 1928,
pr. 14 £f.
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essoWhen it was not safe for a Frenchman and German to come within

!)4

striking distance of each other,

Thus the disrupted German monopoly was replaced by a
mtual agreement, estoblishing a rew, largely untouched, monopolistic
position for the Franco-German potash industxzy. In both States
this industry consisted only of a few firms and the State participated
either in ownership or in control of the operation of the mines.
The former was the case in France, the latter in Germany,  This
helped to maintain a high degree of centralisation and conformity
but on the other hand nabional politics could only with difficulty be

5

ignored,

It has been maintained that the discovery and development,
of potashk deposits in othexr comtries largely destroyed this Francoe
German monopolyg6 This is true to a certain extent, The potash
industry in the United States and to a lesser extent in Poland, °
expanded rapidly - a develonment especially noticeable in the 1930is,
at a time when Russia starited producing potash in large quantities as
well,

Nevertheless, the combined output of France and Germany still
amounted to more than four-fifths of the world's total at the end
of the interwar period. On the other hand, the application of
substiiutes for potash in agriculture such as nitrogen affected ihe
demand on the world market and comnsequently the monopoly pricing.
Over-production of nitrogen is a problem of its own, It was only

in mid- 1932 that the main Buropean producers and Chile reached a |

4 Domeratzky, ops ¢ibt., ppe 39~40,

5 It is interesfing ‘to note, however, that the German potash industxy
was not always very prosperous, mainly as a resullt of over-
production and also too many producers, thus leading to drastic
reduction in the dividends of the great concerns.. On tho othes -
hand, the high degree of concentration can be illustrated when
keeping in mind that the Winbershall Group in that industry had
a quota allocated of over 40 per ceuts

Levy, ope cits DPpe 36-Ts

6 Stopler, op., citey Pe 35.
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1

marketing agreement based on world demand. The development of

potash produstion is illusitrated in the following tablesas

Table I,

Potash Production {million $ons)

1922 1925 1929 1932 1957

Germany 1,30 1.58 1.79 0,87 1,97
FI'anCe 0923 Og 34 O¢53 Os 31 0050
Franco-German

Total 1353 1592 2:32 1,18 2,47
TUeSeAs 0,01 0.02 0,06 0,06 0,26
TeS.S.R, - . - 0,01 0.24
Poland 0,01 0.04 0,06 0.06 0,10

World Total 1.79 1.98 2.47 1.37 3.10

This "Potash Entente" has been discussed in some detail,
since it was perhaps the most important field at the btime where there
was scope for the development of a Franco-Germen companionship=-ine

arms on the worid market,

Economic co-operation also developed through cartelisation
in other fields, The International Steel Cartel between the iron
and steel-producing companies of Germany, the Saar Territory, France,

Belgium and Luxemburg which came into operation on October lst, 1926,

T Levy, op. cite, pp. 103-4

8 statistical Yearbook of the League of Natioms, 1931/32, Table 96,
and 1938/39, Table 103.

The following table indicates the development of the worldls

nitrogen production and consumption, (million tons)

1925/26  1929/30  1932/33  1937/38

Production 1,33 2420 1.68 2,88
Consumption 1,26 1.95 1.75 2487

Statistical Yearbook of the Ieagzue of Nations, 1938/399 Table 104,
League of Nations, World Production and Prices, 1925-1934, p. 9l.




was to be prominents This agreement differed in many wrespects
from similar international agreements that had been concliuded before
the war., It dealt only with the exports of its members arnd by this
aimed at controlling production indirectly by introducing a sysiem
of penalties for over-production and compensations for under- ,
productions Wo provision was made for the control of prices noxr
for the apporitionment of markets among the different members, In
a, separate agreement, however, it was agreed to fix the amount of
iron and steel fto be exported to Germany from Lorraine, Luxemburg and
the Saar, in order fo provide a stable outlet in Germany for the
producers concerned. This was the Lorraine Quota Agreement.9

The main problem arose out of the fact that France, after .
having restored her devastated regions, was in possession of a steele
making capacity considerably in excess of her pre-war level without
being able to make full uss of it. However., Germany also experienced
the problem of being faced with surplus capacity, despite the fact

that in 1925 her productive capacity was still under her pre-war

1eve1@10
Table 11
Output of Raw Steel.
(millicn tons)
Production 1925 1925
ingot surplus

1913 1925 capacity capacity
France 4.6 900 1107 257
Gerﬁﬂﬂy 1706 1205 17.0 405

These productive capacities greatly exceeded "effective”
demand, yet in 1924, when the first steps were taken bowaxrds the
establishment of an international steel cartel, world sieel
production barely exceeded the pre-war level, while world capacity
for producing iron and steel had come to be about 40 per cent higher

than before the war, It is interesting to note that ths negotliations

9 Survey, 1928, The Internabtional Steel Cartel, pp. 133-43.

%.s. Tower, The New Steel Cartel, Fald,, vol., 5, 1926~27, bp, 249-66,

€8P 254“70
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for the International Steel Cartel and those for g Franco-German
comuercial agreement took place over almost the same period, with
each series of negotiations influencing the other. The Franch
desire was to export to Germany as large a tonnage as possible

of iron and steel and it was for instance the German consuming
industries! association (A,V,I.), which successfully cpposed the
proposals put forward by industrialists in German heavy industry

for a prohibitive tariff upon French iron and steel imporis,.

Eventually the Commercial Treaty of 1927, which will be
discussed in part 3 of this chapter, provided for 3,75 per cent of
the German consumption of rolled products to come from Erance,ll

The repercussions of the war can again be seen in the
changed share of both countries in the world expoxt markets for iron
and steel products, showing how dependent France became on new outlets
for her productsy while Germany had great need of re-adjustuent and

A}

. . . . . . 2
re-orientation in her relations with her trading partnersol

Tsble ITT

Bxports of Iron and Steel Products.

(million tons)

1913 1925
France 04 4ed
Germany 644 3.0
World Total 15.7 15.8

We are not here concerned with details regarding the
working of the International Steel Cartel, However, it should be
mentioned that there were many drawbacks, particularly due to the
fact that the agreement failed to cover three important pointsj
acttal gquotas, division of markeis and price policy, The rules and
formalities of the Steel Cartel were frequently changed, followed
by a re~organisation in 1930, HWevertheless, the rather complicated
structure of the Cartel was designed to reconcile the various

conflicting interests., After the stabilisation of the mark, the

Msuwrveya, 1928, ops cite, ppe 139-40

lgTower9 0ps Citay, Pe 257,
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German steel producers were at a considerable disadvantoge in thelx.
gxport trade, Among the German delegatbtes it was Frite Yayssen in
particular who can be credited with having played the most

prominent part in the negotiations preceding the Carbel. His
influence' in the settlement of both economic and political problems
outstanding between the two countries can hardly be overeestimated.
His responsibility for later making Hitler acceptable to the
Bstablishment or "salonfaehig', emphesizes his tragic involvement in
the politics of the 1930's, His achievements as an industrialist in
the 1920's, as far as moves towards both a détente and a rapprochement
between France and Germany are concerned, remain undispubted., It

is an irony of history, to remember further that in World War Two

it was Fritz Thyssen wholget Léon Blum and Hjalmar Schacht in the

same concentration camp.

Among other developments in the realm of international
cartels, one should mention the creation of the Burcpean Aluminium
Cartel of 1926, an undertaking where both French and German interests
weighed heavily, and which favoured further contacts between
industrialists of the two counitries, Particular reference should
be made here to the Vereinigte Aluminiumwerke A.G. on the German

14

side, and L'Aluminium Frangais on the French,

After the "Potash Entente"” was concluded a second
bilateral cartel between France and Germany, namely the Francow
German Dyestuffs Cartel of 1927 was formed, It involved a division
of markets, the establishment of export guotas, and an agreement
upon price policies, Furthermore France, having the less developed
dye~stuffs industzy, agreed to refrain from manufacturing certain
grades which were to be supplied by Germany, while the partial
exchange of patent rights and techniceal aid improved cdmpetitive
ability largely in favour of France. Generally speaking, the joint

15

arrangements reduced overhead costs by about one=third.

In the late 1920's, a Franco=-German mutual financial

interdependence could bs seen pavriicularly in the distrihutbion

1350hacht, Opes Cite, PP 439-40, (i.e. Concentration Camp Dachau,)
i ebunr, op. cit., pp. 153 £1,

15K1ein, op. ¢its, pps 453-4.
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sector of the two countries, It is difficult to Judge how far
this was done purely through the economic egoism of the wespective
enterprises and how much it was due to far-sightbed concepis of
future co-operation in the economic field. In fact,; both motions
added to the complexity of the Franco-German relationship at that

time.

Iast but not least, should be mentioned the Tin Plate
Agreement, concluded between Great Britain, the United States, France
and Germany, in July, 1934. This illustrates the "business as usual”
attitude that largely prevailed, wheve the development of
international cow-operation in the economic sphere was not necessarily
influenced by current political events.l6 In other words, cOw
operation within cartels was not dirsctly affected by the increasing
degree of Franco-German antagonism which flared up with the Nazi
take=over in Germany, just as the drive bowards cartelisation in the
1920's generally disregarded stumbling blocks which were cvercome
with more difficulty in the sphere of trade relations for instance,
as with the Commercial Treaty of 1927,

101 evy, ops Gite, pe 104




= 117 =

3., COMMERCTIAL POLICTES AND THE MOVES TOWARDS AN ECONOMIC
RAPPROCHIEMENT ,

Py

Co~operation within cartel pacts was reflected in ihse
wider field of commercial relations generslly, albeit %o a lessar
extent, These two spheres of contact and working together themselves
influenced each other at times, as in the formation of the Inbter~
national Steel Carbel already discusseds In each case this
inberaction was the result of efforts to overcome finally the

legacies of war and the subsequent Peace Settlement.,

Unlike the indirect involvement of govermment circles in
moves towards cartelisatbion, where primarily representatbives of a
specific industry were involved, commercial negotiations broughd
the two nations face 1o face on a govermmental level. Here the
whole spectrum of anbagounising forces had tc be baken inbo account -
‘and political comsiderations gquibe offen were predominant, although
sometbimes the resulbing bottlenecks were overcome by sami-officisl
or private contacts, Nevertheless, the establishment of hammonious

commercial relations was in the long~bexm interests of both nations,.

On Janvary 10th, 1925, five years after the coming into
force of the Peace Treaty, Germany regained her freedom in
commereial policies, She was released from unilaterally granting
mogt~favoured-nation treatment to France and the other Allies.

Thus where there were no new agreements reached, Gemmany imposed
the highest import duties of her customs tariff, as in the case of
France.

Stimulated by this uwmsatisfactory situation, Franco~German |
commercial negotiations began on October 1st, 1924, and by the end
of the year, both sides had become increasingly involved. France ?
had made the preliminary moves towards negotiation, for in 1924
Germany was economically speaking, still largely isolated and J
France saw an opporbtunity to secure for herself, oubt of her
comparatively strong position, as many as possible of the preferences
she had enjoyed up unbtil 1925. On the other hand, Frewnch foreign
trade depended to a greaber extent on Germany than vice verssa; thus
it was realised in France that tactically speaking, the German

representatives alb these negotiations couwld if necessary, iake a
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£irm stand,  The negotiations continned over a period of nearly
three years, The new and rather specific relabtion bebween official
and private contaéts became hexe one of the main feabures, Both
sides stressed their willingness to co~operate cordially, and do
ignore as far as possible, any bitterness which ha? wesulbed in
particular from the Ruhr conflicte In most of the Frenclh press,
Poincaréls Ruhr adventure was even attacked as having inpedcd any
earlier approach btowards a setblement of Franco-Gemnan commevcial
relations. It was only the press on the extreme right wing which
explicitly abtacked Herriot for having given up the productive
securities (gages productifs) of the Ruhr "much too early", thus
depriving France of her "strong" bargaining positicm,l

The following example should illustrate how politics
affected the commercial sphere, The former German General Nathusius
was imprisoned during a visit to France In 1924, just at the time.
when Franco-Gexrman commercial negobiations were under way and when
a general electlon campaign was being hoeld in Germany. This General
was not on the list of "War Criminals”, but had been prosecuted in
his absence by a French Militaxry Court in accordance with Article
229 of the Peace Treaty. Originally he had been condemned to
five years imprisomment for alleged thefts of privabe property when
stationed in Lille during the First World War. After a re-trial,
this time with the General present, he was sentenced to one year?s
imprisomment and this despibe the fact that the prosecution had
failed to make its case, being unable to find adequate proof of
such 'l;lh.*r—)f'hs,.,2 This aroused a storm of indignation in Germany and
might have had far-reaching consequences if the General, being
already in his seventieth year, had not been released after a
pardon was signed by the French President, This was only one
out of many incidents which at this time were detrimental bto moves

towards a Franco-German détente,

Neverthelegss the negotiations had been opened by Edonard
Herriot, head of the French Govermment, in a spirit of "writing a

1 Hoegel, op. Qi‘fu? PPe 95=T,

2 Survey, 1924, pp. 401-3.
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n 3

new chapter of peasze', Both sides were not only anxious to
facilitate trade bebween the two countries, butv also o consolidals
the unsettled state of affairs in general. Thus these negotiations
tended to embrace eccnomic as well as political problems,  Howevue,
it was commonly agreed that corwect.econmomic relations were the
basis for any further wnmderstanding. Further, it was agresd that
g, revision in the commercial sphere should be based on a muLuai

re-adjustment of the existing tariff regimen,

The main problem here appeared to be thalt two different
tariff policies had to be reconciled with each obher, One could
spealk of two diamebrically opposed principles of law; on one hand
the principle of.reciprocity, on the other that of wmost-favoured-
nation treatment. Tn general, the most-favoured-nation clause
was favoured.by countries with moderate tariff protection, in our
case Germanys. The principle of xocoiprocity found its appreciatipn
in countries such as France., with high tariff protection. France
at first was only prepared to accept the most-favoured-nation
treatment for certain commodities, in order to protect her home
industry as far as possible. Germany on the other hand, urged
her French partner to accepbt in general the principle of free
competition in internmatbional trade., Germany would also have had
to reduce her tariffs, which had largely increased in post-war bimes,
but it was much easier for her to offer this, since German industry
was in most cases able to compete favourably with that of Prance.
As far as cerbain luxuries and textiles were concerned, however,
France was not in an wafavourable position on the German markeb.
Industrialisation had been stimulabed in post-war France, firstly
through the war as such, secondly through the recovery boom and
thirdly through the annexation of Alsace~Lorraine. The iron and
steel industiry developed comparatively slowlye. TFrance could no

longer at this stage sit back as the world banker ~ le banguier du

monde =~ and rely on her. agriculbural and highly specialised textils
and cosmetic industries. The times had gone when one could say
that the agricultural sechor was the mainstay of the French economy «

"labourage et paturage sont les deux mamselles de la France" .4

3 Le Temps, October 3rd, 1924, gucted from Hosgel, op., citey Ds 90

4 Quobed from Dibtrich, ops cite, De 20,
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France was faced with a dilemma. On one hand, her industry, with.
cerbain exceptions, was not fully competitive with that of Gewmary,
On the other hand, her home market was not large enovgh. for home
produced goods, both marufactured and others, Further, the
exchange of raw maberials between the Ruhr and Lorraine had tc be
maintained, while in addition the world market could not abscrb
any more French wine, so creating a crisis in the wine industyiy ~
the so-called grise viticole. CGermany!s wine industry at that
time alsgo had to struggle along bubt nevertheless there was still
some scope for markebing French wines in Gemmany. For Germany,
the French market remained of secondary imporbance. The German
attitude was guided in the main by considerations rsgarding the
re~egtablishment of pre-war conditions, with the relatively fiee
play of economic forces and in addition, she wanbed to prevent
France from economically isolating the Saar from the rest of Germany

more than absolubely necessary. .

Despite a promising starb, nc agreement was signed before
January 10th, 1925, After this date, both sides, independently of
each other, applied their own tariffs, but contaclts continued to
reach some sort of modus vivendi. In March, 1925, a second phase
was begun with the Saar guestion creating serious difficulties ~
for btactical reasons the issue had up to this time been ignored,

By July, the problem was overcome at the conclusion of
the first of several subsequent Saar Agreements, It was of
congiderable significance that France also became aware of her
responsibility towards the Saar when accepting the so-called
Saarbeduerfnis, i.e., the interests as such of the Saar industry as
a basis for an agreement, This was an imporbant concession since
Alsace~Lorraine had claimed that the special treaiment of the Saar
was going to affect her position seriously as an important brading

nartner of both the Saar and the rest of Gema.ny.s

Several commercial conferences were held between German
and French representatives and various provisional agreements were
reached before a final trealy could actually be concluded. The
years 1926 and 1927 showed relatively stable economic conditions and

5 Ditbrich, ope cibe, Dpe 131 £fs



. the French hostility towards the most-favoured-nation treatment
tended to become less rigid, Further, the fommation of the Franco-
German Potash Caxtel and of the Inbernational Steel Cariel, were in
the main achieved through prior initiatives by private business,
creating ‘an atmosphere favourable to furbther economic cowoperation.
In particular the Lorraine Quota Agreement should be meationed here,
which was based on the provisions made through the Steel Carbel and
which regulated the exchange of steel products between France,
Iuxenmburg and Germany.

Thus the general. development facilitated the conclusivn
of a Commercial Treaty., But France still felt thrssbened by such
an agreements In a £inal attempt o improve her bargaining
position, the French Govermment increased btariffs after being
empowered to do so on July 27th, 1927, This induced her German
partner to enter into a ireaby with France the following monthe

On August 1T7th, 1927, the Franco-German Treabty was sig:r;ed
in Paris by Briand, the French Foreign Minister, and von Hoesch,
the German Ambassador to France, It was based on the principle
of bilaberal and unconditbional most-favoured-nation treatment and
marked the end of one=-gided and discrminatox’;,; p:(:acsﬂhices.g.7 Further-
more, it had repercussions on the French btariff policy towards other
states and about half of the rates of the French tariff were actually
consolida‘bedns

6 CeJs Gignoux, L!'Economie Francaise enbre les Deux Guerres, Paris,

1942, ppe 176 ff. BSee also Clough ops cibts; pps 320-4.
T o1 ss?, voles 68, 1927, pps 300~

8 Haight, ope citey, ps 136s It should be mentioned, however, that
it is rather misleading to speak of this Treaty as a final
arcvangement, as far as technical mabters are concerned. It was
st1ll necessary to convene supplementary meetings between the
representatives involved, These were held in Berlin in April.
1928, and in Paxis in June, 1928, This however, did not affect
the actual substance of the Treaty., On the other hand, the
signing of the subseguent protocols on June 20th, 1928, brought.
the Franco~German commercial negotiations to their final ending.
Dittrich, ope cits, pps 52 T,



~ 122 o

Thus the pre-wwar principle of general and unconditional
most~favoured-nation treatment had been restored, France had to
consolidate the dubties of the general tariff and after Aprii, 1928,
Franco«Gemman trade f£inally enjoyed conditions of the nre-war kind,
The Treaty has been compared with the epoch-making Anglo-French
Treaty of 1860, In both cases it was a bilateral agresment and
became a model for similar agreements with other sbtabtes. Inlike
the ten-year treaty of 1860, it was only a shori-term arrangement,
and could be withdravm with effect from Maxrch 31st, 1929y Never-
theless the first steps had been taken towards a permanent policy.
A Pranco-German détente had been achieved in the economic field,
which conbemporaries did not hesitate to describe as an "economic
Locarno" and as the "greabest single conbribution to libewal trading

policies"” of the interwar period.

However, this "eccnomic locarno” did not lead to any
lasting comsolidation in the economic field, Beneath the apparent
reconciliation and achievement of stablce conditions, economic affairs
remained in reality precarious under the potential threal of renswed
disruption. Admittedly, stabilisation had been accomplished in the
two countries, especially in the monetary field. It is open to
guestion whether the stabilisation in domestic affairs and the
settlements in foreign trade relations provided the necessaxy pres
requisites for any lasting order, In addition, the problems in
connection with inber-Allied indebbedness and reparations made both
Burope and Northern America highly inberdependent as far as the
maintenance of economic stability was concerned, Assuming
stabilisation in both France and Germany could be successfully
implemented, there would still remain the pobtential danger of
disrupbtive events in obther countries, especially the Unibed States,
which would have their direct bearing upon the esonomic well~being
of the world as a whole.

Prance.and Germany were to enjoy stable conditiocns for
only 2 few years. lMonetary stabilisation in Germeny had preceded
that of France by about three years, However, Germany ¢id nob in

actual fact recover economically until mid-1926, The "gtabilisation

7 Baight, ope cite, Dpe 137-8e
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crisis" lasted in Germany from mid=1925 o mid-1926 and was

followed by comparative prosperity until the end of 1928. These
years were a period of consolidation and rationalisation, of
reorganisation in shorb, ard sspecially of conceniration of ecoaumic

forces, 10

On the other hand, affer a short recession in 1521, due
to the post-war slump, French production increased at a relatively
high rate throughout the 1920's, The inflationary bendencies,
accompanied by large budget deficits, cen be also abtributed to
the post-war "reconstruction boom", but were under comtrol by the
end of 1926, Nevertheless, a comparison of French wholesale price
indices for different years (1914=100) shows that the "miracle" of
stabilisation as umdertaken by Poincaré had only to a cerbain
extent any lasting effecis. It is brue Hhat this index declined
from 854 in 1926 %o 591 in 19%0, but it s4ill remainad above
that of 1925, however, which amownted to 550.3'1 Ou the other ha“,nd,
the fact that the franc remained slightly vmdervalued siimulated
French export trades TUp to 1932, the balance of payments surplus
brought gold into France, Whilst Germany before the stavilisation
of the mark in 1923 had successfully competed with French products
on the world market and whilst for instance, the French textile
industry, largely increased in her capacities due o the ammexation
of Alsace-Lorraine, had lost one.customer after the other, things
were reversed in the late 1920's, Further, mainly due to the
artificially maintained exchange rabe of the franc, Prench producers
could now fairly easily surmount the German customs walls and
secure for themselves a strong position on the German maxket,

Despite the fact that the preferential treatment of the
Allies provided for in the Peace Treaty ended in Januaxy, 1925,

103, Merkcen, The German Economy end Reparations, Survey, 1930,

PPD 528"519

Lewis, ope. cit., ppe 40-~1.
il For further details see F, Frangois-Marsal, French Finance and
the Franc, FeA., vol. 5, 1926~27, pps 189-204,
JeA M, de Sanchez, Stabilising the Frane, FeA., vol. T,

1928-29, pp. 64~TL.



French exporbs into Germany had conbinued to rise during thab year,
After a drop in 1926, her exports intc Germany reached their
naximm for the whole interwar period in 1927, They =mounbed to
646 milliard francs (1.0 milliard marks) and represented 12 per
cent of total French exporis, which again relatively speaking, was
the highest percentage obtained in that period. Co the other hand,
they represented 7 per cent of total German imporits, thus being
fairly well above the average percenbage of 5,) foxr the interwar

period,

Gemman exporbts inbto France took longer to reach theix
peak, They only abtbained their maximum for the whole period in
1930, smounting to 1.3 milliard marks (7.9 milliard francs), which
represented 11 per cent of tolal German exporis, and 15 per ceni of
total French imporbis. Both percenbages were again recoxnd figures
for the interwar years.

The last is a good example of the way in which the
Depression in Germany tended to countract imports and to stimulate

exports,; thus creabing a favourable balance of ’cradeelz

The contimuing prosperous economic situation in France in
192930 had favourable repercussions on German business, Foreign
demand bo a certain extent compensated some industries for the
conbraction of demand in the home market, Bub in 1931 the
Depression also reached France, Franco~German trade slowed dowmn
»rapidly from 19%2-%6, and even after the devaluation of the frenc it
only slightly recovered,

This can be abtbribubed to various causes, The bime lag
in the ending of deflabionary policies in the two countries was,
however, only one cause oub of many. Another is that different
commercial policies were applied in the 193%0's, due to the completely
¢iffevent political systems, although a parallel can be traced belween

French protectionism and the German policy of autarky. In any case,

.

1

2 Here we are not concernsd with the foreign trade policy of the
Bruening Govermment, The recozd German export surplus of
259 milliard marks in 1931 is discussed by W. Roepke, Crises

and Cycles, London~Edinburgh-Glasgow, 1936, p. 29.
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the main underlying cause mnight be atbrzibuted o the different
economic mentalities and the specific structure of each economy.
When comparing France not only with Germany, but also with other
equally advenced industrial countries, it can be said that the
French éoonomy had advansed, bub was still backward. In this
sense, she was a late-comer and economically speaking; France thus
had to face up to those further problems confronting a late-comer
on the scene of the world-wide Depression,

During the second half of the 1920's, the danger of a
depression was not taken very seriously. But when 19%0 ushered in
a naw decade, the world looked back with wistful eyes over a period
which had turned oubt tc be one of deception or as both Frenchmen

13

and Germans were to texm it, "les années d'illusion”.

Thus the "Great Depression" became an acknowledged iact
and a revised Franco~lemman trade agreement was seen to be necessary.
A supplementary agreement to that of 1927 was reached on December
28th, 1932, The unconditional mosit-favoured-nation treatment
remained inbact in letbter bubt not in spirit, Dubies were
deconsolidated and the granting of the most-favoured-nation
14

treatment was limited to a restricied range of commodities,

This became the gtarting point for the introduction of
restrictive devices, such as guotas and clearing agreements, In
fact, many of the developments in the 1930's were in fundamental.
contradistion bo the principle of most-favoured-nation treatment.
Despite this, the mosb-favoured-nation clause remained officially

15

in force mainly due bo political and bactical considerations.

13 A, Prangois-Poncet, De Versailles & FPobsdam, 1919-1945, Paris
1948, pp. 138 ff,

M senultess', vol. 67, 1926, pe 133,

G, von Haberler, The Theory of Internstional Trade, London~

Bdinburgh~Glasgow, 1937, pps 362~T1 and 377-83.

15 msw, vol. 7, 1961, pp. 285-8.
So.He Bailey, Beciprocity and the Mosgt-Favoured-Nation Clause,
Boonomica, vols. 13, 1933, pp. 428-506,
R.C. Snyder, The Most-Favoured-Nation Clause and Recent Trade
Practices, P58+, vol, 55, 1940, pp. 7797,
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»

Both sides were aware of the dangers of an open conflict
gitunation in the commercial field as it had existed at many times
before the re-introduction of the principle of bilateral and
unconditional most~favoured-nation treatment in the "economic
Locarno”.of 1927. The remaining antagonism had lost some of its
strength,. The "guota-guarrel” of the 1930's was still to be
experienced in full, Nevertheless,gold-war"” conditions belouged
to the early 1920's, Pragmatic attitudes tended to prevail, and
‘the re~establishment of "noxmal"” trade relations was aimed at when
in 1937, a new commercial agreement was concluded bebween France
and Germany abolishing the previous clearing system.
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4. THE BRIAND PLAN AND THE ABORTIVE AUSTRO-GERMAN CUSTOMS UNION,

Both cartelisation and commercial relations had created
a Franco-German détente in the late 1920's despite a moderate degree
of antagonism which still remained as exemplified in the continuing
of the reparations question up until 1932,

However, notwithstanding this easing of tension, there
wes no comprehensive settlement and no far-reaching economic co-
operation, It was generally realised that the increased balkanisation
of Burope after the war due to raised tariffs and nsw frontiers, could
be overcome in {two ways; either by the gradval dimirution of tariff
barriers and the establishment of some kind of Buropean economic
community, or by the division of Burope into economic blocs, which
need not necessarily have led to a percmenently divided Europe bub
which might have been a preliminary stage to further un:.ty,

The Briand Plan was an example of the first alternative, )
while the project for an Austro~Cerman customs union fell in with
the second alternative, Although the necessity for mmification

was realised neither move was to be successful,

The Young Plan was concluded at the Hague on August 21st,
1929, and France agreed to have her troops evacuated from the
Rhineland by June 30th, 1930, Thus the main obstacles which had
stood between a lasting Pranco-German vwnderstanding had been :eemoved.l

In accordance with this new state of affairs, Briand's
plan for the oreation of a closer union of the European States was
guite logical, as put forward by him on September 5th, 1929 in the
tenth session of the Assembly of the League of Nations, He urged
his audience to consider the state of Burope, still haunted by the
war, and he suggested the formation of a Union Furopéenne where

1 P, Renouvin, ed. Histoire des Relations Intermationales, vol. 7,
Les Crises du XX° Sidole -1929, Paris, 1957 pps 259 ff.
P, Renouvin and J.B. Duroselle, Introduction » 1'Histoire des
Relations Internationales, Paris, 1964,
Doc, ByFaPe 1919~1939, edited by E.L. Woodward and R, Butler,
2nd series, vol, 1, 1946, No, 333, pps 525«7, (Sir H, Bumbold
to A, Henderson.)
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", eesthere should be some kind of federal bondes..Obvicusly this
association will be primarily economic, for that is the most urgent
aspect of the ques*biono.u”z

It was none other than Gustav Stresemann who, replying on
Sepbember 9th in what was virtually his farewell performance on the
international political scene,Z' wholeheartedly supporbed Briand's
initiative, although he diverted the entire issue into the economic
sphere beyond.the bounds which Briand had emr:i.sa,ged..4

esssl am 1not here considering the political side of

the Versailles Treaty, for I may assume that my views

of it are kmown., Bub I would like to lay stress on
the economic side of it, and say that you cannot create
a large number of new Siates, and wholly neglect to
adapt them to the Buropean economic system. What has
been the result of this sin of omission? You see new
frontiers, new measures, new weights, new usages, new
currency, and constant obstacles to trade....New
industries are founded for reasons of national prestige,
They must be protected, they must themselves find new -
markets, and can often scarcely find such markets at
home as will enable them to pay dividends, Where in
Burope do we find Buropean currency, oxr European
postage stamps.s.sBvery rationalization of economic
relabions would not merely benefit Buropean competitors,
but those who supply us from abroad, If therefore it
is thought fit to discuss such an idea in an institution
like the League, which we have created for the purpose,
and establish fresh negotiations and fresh agreements,
which will in this connection simplify the situation,
and help the exchange of goods, in order to limit

the struggles and rivalries of compebtitive industry,
you will always find us ready to take up any proposals
that may be put before US,ees

Stresemann believed in the "primacy"” of foreign policy,
with a strong bias towards economic realities, He described
his political objectives as those of Bismarckian Realpolibik, which

represented for him "a realistic acceptance of the unpleasant facts
of Gemany'!s weakness and a readiness ‘o sacrifice material

2 Survey, 1930, The Briand Plan for Closer Union in Burope, pp. 131-42,

J.B, Duroselle, Histoire Diplomatigue de 3919 & nos jours, Paris,
1953, pp. 161 ff,

3 Stresemann died on October 3rd, 1929,

4 Stresemann Pavers, op. cit., vol, 3, pp. 611=20, esp. p. 619,
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advantages“u"rj Thus .he was prepared to accept the post-Dawes
Plan reparations burden. He fully supported the moves undertaken

by Briand to bring about the "liquidation of the war"6

and to
foster economic unification in Burope wherever possible. However,
up to the very end of his career, Stresemann never became a
"Buropean” in the semse of directly urging for a politically united
Buropes In home politics he had been ecalled a republican in mind
though not in heart (Vermunftrepublikamer) and it can be suggested
that he similarly became in foreign affairs, a Buropean in mind

though not in heart (Vernuni'teuropaeer).7

Nevertheless, there is little doubt that he sincerely
worked for a Buropean rapprochement especially between France and
Germany, In his speech quoted above, he made it gquite clear that
he aimed at & rapoprochement with the ulbtimate objective of
establishing some sort of Buropean coumon market.e It could be
suggested that in comparison with Briand Stresemannts pragmatic )
attitude was more promising, His early death and the shadows
prefiguring the Depression marked the begimming of the breskdown
of both the facade of the restored gold standard and the hope for
a new economic order in 'Ji’.u:cope.8 It was only after Burope had
experienced another world war that such a new order could be

envisaged for her,

It seems advisable here to make some dbrief remarks on the

development of the concept of a united Furope, once the "horrifying
9

for instance, had already urged for the replacement of the former

slaughter” of the First World War was ovex, President Wilson,

% Turmer, ops Gites De 1794
6 W, Lipgens, Buropaeische Einigungsidee 1923=-1930 und Briands
Buropaplan in Urteil dex deubschen Akten, HZ, vols, 203, 1966,

Pt
Part I, pe 73

1 Lipgens, op. cit., Part I, p. 82,
Turner, ops cit., pps. 68-113, 152,

8 See chapter Weltwirtschaftskrise HDSW, vol, 11, 1961, pp. 618-22,

9 Alfr, Weber, Die Krise des modermen Staabsgedanken in Buropa,
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balance of power concept by that of a "community of power". No
such Wilsonian Peace was achieved, bul neither was the 19th century
concept of the State thrown overboard, Some kind of hypexr~
nationalism had developed through the national hubris brought on

by war, and it retreated slowly, always leaving a small pockeb of
resistances The Pan~Buropean Union, founded by Count Coudsnhove~
Kalergi in 1923, never reached the masses and its influence remained
limited %0 a few intellectual cirecles, Walther Rathenau, for
instance, had been one of the few politicians who had detached
themselves from the earlier ideas connected with the expansionist
”Cen‘hral Burope" plans of the war ;pem’.od.lO But Rathenau was soon

o die, Tt

and his plans for Buropean economic co-ordination
(Gemeinwirtschaft) were buried with him, The Pan~Furopean Union
had‘ some prominent members such as Paul Loebe, Aristide Briand and
Léon Blum, bubt any success in this direction was bound to fail even
before its actual "bake-off"”, The question remains as to how far
this was due to immanent forces of the system and how far the
disburbances within the economic sphere of the interwar period
attributed to this failure, Bven Stresemann was very reluctant o
involve himself and when both Herriot and Briand on the French gside
took up plans for closer union in Burope, it was he who stressed
the point that a new orientation towards common Furopean interests
could only be achieved through a revision of the whole post~war
politico=economic order, It has been suggested that “"France and
Germany seemed to be haunted in different ways by the contrast

between their respective posibions....and their respective economic

10 Fr, Naumann, Mitteleuropa, Berlin, 1915, (English translation:
Central Furope, London 1916), It is interesting to note that
Gustav Stolper, who as editor of the economic journal
Oesterreichischer Volkswirt had played an active part in the
Mitteleurops campaign during World War One, completely ignored
the Mitbeleuropa issue when writing his book, "The German Economy!
in the United States in 1940,

H.C, Meyer, [Iittelewrops in Gemuan Thousht and Astions, 1815-1945,
The Hague, 1955, e 179

Rathenau was murdered on June 24th, 1922.

11
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....potentials.”lg

Thus the effort to reach a rapprochement during the late
1920%s seems from a laber perspective to be a mere episode in the
history of Franco-Germen relations.~> On May 17th, 1930, the
final draft of the Briand Plar was handed over to the Governments
of Germany and 25 other nations. At first sight it loocked as if
there was a change in emphasis in comparison with the Briand speech
of September 5th, 1929, This shift in emphasis seemed to
establish some sort of subordination of the economic to the
political problems, in partiocular as far as se‘curi‘hy was . conoeried,

thus favouring the traditional French national interests,

It is quesiionable whether this memorandum was drawn up
in order primarily to serve Buropean inberests or whether it was
in fact nothing but a perpetuation of the Versailles Settlement
(Verewigung des Status von Ve::sa:i.:Lles).14 The latter interpretation
was adopbed by the German Govermment, and thus the project had little
chance of suxrvival. It is true that the memorandum dealt primarily
with political problems, and thus the implicit French atbtitude was
that the settlement of economic problems was & fumection of the
solution of outstanding political problems, However, Briand
himself stressed the point that the priority of political problems
meant nothing but that a new economic order had to be achieved
through the existing political bodies, Thus he did not imply thab
political considerations were more imporbtant than economic, and it
must be kept in mind that in Part IV of the memorandum.the formation

of a Buropean common market was the ultimate objective.

Both Bruening and his Foreign Minister, Curtius, differed
from Stresemarm!s policy in one important respect, and that was
their more reserved attitude towards France, Furthermore, Tardieu
was at the head of the French Cabinet, and there is sufficient
evidence to show that, due to pressure within the French Cabinet,
Briand was induced ‘o make rather ambiguous provisions in the
final draft of his memorandum. However, it was always difficulb

1? Bermett, op. cibey ps 310,

13 R, Lauret, France and Germany, London, 1965, pp. TT7=84.

14 Lipgens, op. cit., passim,
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to judge what would primarily serve French national interests and
her security, and what would promote a permanent stabilisation of
the whole of }Z}Lmope,15 In France as well as in Germany this plan
was heavily atbacked by the right wing press. On one hand the
#jillusionists" and "pacifist traitors" were attacked., and on the
other the "new enslavement in disguise", the cevmenbting of the
territorial shatus guo.

The security question was given special attention by
Briand and some reasons for this have been given above., He was
not only guided by bactical considerations, but he was convineed
that any economic well~being of the Continent depended ultimately
on the mainbainence of peace, Bven Britain realised that if the
Briand Plan had been universally accepted it would probably have
led to 2 Buronean common market. Bub for obvious reasons this was
not in her inberest at this stage. and so she refused to parbticipate,
thus also playing her part in the downfall of the Plan, '

The negabive reaction of the German chemen't16 was nob
only due to the general attitude of the decision-making personalities
but also to internal German politics., The Bruening Goverrment was
in a precarious position, but it is still guestionable as to how
wise it was tbo Join the chorus of right wing extremists in an
attempt to meke their unpopular Govermment "popular". In any case,
Bruening did not succeed in becoming popular, and his policy of
preserving democracy in Germany by combabing depression with rather
"pro-cyclical” measures proved to be a fatal error, He proved to
be equally unsuccessful in overcoming the deep-rooted "anti-
democracy complex" in the German na,tion.l7 I% still remains open

15 When speasking here of Burope this does not apply to the Soviet
Uniony where any European co-operation was branded as a
bourgecis move for intervening against Communism,

M, Beloff, The Foreiesn Policy of the Sovie® Union, 19291941,
2 vols., London, 1947~49.

16 The German answer suvbmitted in Paris on July 15th, 1930, was

rather evasive., In fact; the Briand Plan was offered " a
first-class burial" (Curtius), Lipgens, op. cite., Part II, p., 341.

7 W. Conze, Bruenings Politik unbter dem Druck der grossen Krise,
HZ, vol, 199, 1964, ppe 529-50; esp. m 537«




1o guestion whether he would have succeeded if he had not been

prevented from doing so in the final straight (100 Meter vor dem
. 18

Z:.el).

In this case,; howsver, Bruening's policy, as far as the
Briand Plan is concerned, was a complebe railure, and it has been
suggested that the negative German reaction was perhaps the greatest
mistake of the Bruewing Cabinet in ibs foreign policy.’’ The last
chance for a Franco~German rapprochement had been passed by, and
this became particularly clear with the tremendous success of the
National Socialists in ths Sepbember elections of 1930,

It could be suggested that the maintenance of a democratic
goverment in Germany after 1932 might have had fawvourable
repercussions on Frauncel!s recovery from the Depression., The
turning point towards recovery was reached in Germany by 1932/ 33,
at a time when the Depression in Frence was still in its eaxrly
stages., The German drive towards autarky made France less inclined
than ever to move away from her protectionism, However, it is
difficult bo make any broad assumptions in this case., In particular
the French and Gérman adherence in different ways to the gold standard
stood in the path of any liberalisation in their foreign trade
relations, Another point arises when considering what the
situation would have been without the stimulating effects of
re~armament,

Following on from this digression, the main reason for
the negative German reaction has still to be discussed. The
Bruening Govermment sought success in foreign affairs in order to
improve its precarious position in home politics and in particular
Yo win support from the parties on the right. As early as Februaxy,
1930, during a visit to Germany by the Austrian Chancellor, plans
for an Austro-German customs union were discussed. This was at
the time when the final draft of the Briand Plan was still ‘o be
submitted, In fact, the German side looked upon the Briand Plan

18 Ioc, ¢ibe, Ds 547, See also Kroll, op. cit., p. 406.
A contrary view is held by T. Balough, The National Economy
of Germany, E.ds, vols 48, 1938, pp. 460-97.

19 Lipgens, ops cite, Part II, p. 361, .
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with strong reservations and was debtermined to follow a policy of
departmentalising the Continent inito different economic blocs,.

In March, 1931, Curtius went Ho Viemma for negotiations and 2
preliminary treaty of an Austro-German customs union was publiched
on March 20th, 1931, There is no doubt that both the German and
the Ausirian side regarded this agreement not only as an expediency
on account of the depressed state of their econcmies, but also as a
first step towards greater economic unity in Burope, and their
arguments in this respect were not only based on tactical
considerations .20 It could be said that the achievement of a
Buropean customs union at that time was a vain hope. The
mnsuccessful oubtcome of the Briand Plan later proved this point.
But at the same time the customs union proposal failed to recognise
the limitations of Germany!s post-war position. The International
Court at The Hague soon afterwards decided, after the project of
the cdustoms union had already been abandoned, that is was not in
accordance with the obligations of Germany and Austria under their
respective Peace Treaties, although this was more a political
majority decision than actual legal opinion, Thus the Austro-
German claim was declared not to be legal, although it was
legitimate, Stresemamm, after the conclusion of the Locarno Pact,
has already emphasized that equality meant the right to claim noi
only a customs union, but also the Anschluss for Gremany.el In
fact, the French side was not very mistaken in assuming that a
customs union might ulbtimately become the Amschluss, despite the
fact that this was explicitly excluded in the preliminary Austrow-
German Agreement. Briand fels himself and his efforts to be pushed
on one side and in addition, the keeping secret of the Austro-
German project until aftber agreement had been reached, aroused
suspicion and increased French opposition. Briand even exclaimed
in the Chamber of Deputies "Et 1'Anschluss - clest la guerre".22

20 Hauser, op. cibe, s 51.

21 Turner, ops Citey DDs 210-11.

22 Quoted from. Hauser, ops Citey De 69.
Baimont, 0p. cibte, 2nd edition, 1946, ppe 4035, It could be
suggested that "1tAnschluss" meant for the French the same as
meant for Bismarck “le cauchemar des coalitions",
e ssefoOtNObE 22 continmed/
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Thus the Prench attitude became uncompromisingly rigid and

unexpected diplomatic and financial pressures were brought to beax,

French diplomacy started a counter-move early in April, 19%1. They

disclosed the general nature of their "counter-plan” (plan constructif)
to the British Govermment at the end of the month, while only
informing the German Govermnment on May 1lth due to tactical

considerations = in order "$o hinder the Gemmans in their effort

to criticise the plan, and possibly also simply to let them worxy
a 1ittle,"2?

This plan constructif was not particularly constructive

and while it was in many respects abtiractive to Austria, if offered

little to Germany. The French plan can be suwmirized as follows:

1.
2y
S
4,

Se

64

24

Creation of a customs union between Austris and the States of
South-Eastern Burope,

Preferential treatment for the surplus produce of the States
of South~-Eastern Burope to be granted by France, Germany, :
Czechoslovakia, Italy, Switzerland and Austria.

French loans for the States of South-Eastern Burope and for
Austria.

Special preferences for Austrian products to be granted by the
countries mentioned under (2).

Development of international cartels for the markebting of the
exports of the States of South-Bastern Burope and the extension
of such cartelisation $o certain industrial products
(including raw materials such as coal ete.) of France, Germany
and other European countries. .

French loans to be extended to Germany under the pre-condition
that the latter agreed to @bandon her policy of wrevision,

It is open to question how far the French side considered

the realisation of her counter~proposal possible. Its implementation
would have tended o preserve the existing gtatus guo and thus there
was little hope for Gemman accepbance. In addition, it was

unrealistic to assume that France on her part would be prepared to

22

Continued | ‘
B, Byck, A Histoiy of the Weimar Republic, London, 1964, vol. 2, p. 306,

23 Bermett, ope Gites Do 92s

24 Benne'l:'t, OD» Ci‘byg PP 93 ff.

Hauser, ops cit., pp. 76 £f,



- 135 -

implement the promised preferential treatment for the surplus

produce of the States of South-Bastern Burope - a promise she would
hardly have been able to support when faced with her proteciionist
economic system in general, and problems in connection with markeding
her own agriculbtural produce and that of her colonies in particular,

The only point which was original and which offered some
scope for implementation, was the envisaged creagtion of internabional
cartelse This was the brain-child of André Frangois-Poncet, the
then Under Secretary.of State to the French Premier and later
Ambassador o Berlin. The proposed cartelisation would have inplied
active support on the part of each Govermment in the fomming of
international cartels,; by means of threatening reluctant industries
with the removal of tariff protection. The objective was here not
to overcome the effects of protective tariffs as suche On the
contrary, once industries had been cartelised intemmationally, these
industries would obbain probtection even in the event of the elimination
of tariff barriers between the countries concerned, since the cartels
would aim at creating market imperfection comparable to that
maintained under protective tariffs. Although the German Ministry
of Economic Affairs generally regarded the creation of any foxrm of
European customs union as favourable for German industry and hence
did not share the negative attitude of the Chancellor and the
25 it was Tightly pointed
out by this Ministry that the French counter-proposal did not aim

&t improving the intermal division of labour in Ev.rope.26

Foreign Office towards the Briand Plan,

The plans for cartelisation envisaged the counteraching
of any reduction of protective tariffs, thus offering no constructive
atep forward, Due to her financial strength, France could expect
to play a dominant role in such cartels, On the other hand, the
high degree of cartelisation in Gemmany might have led %o the
lattert!s gaining of a similarly strong position. In fact, apart
from the detrimental effects of cartels on competitiveness in
general, this provision of the French proposal showed that in mauny
respects, it favoured both France and Germany and might have offered

25 Lipgens, OPs ci‘s,, Pe_mb I, ppe T7~8 and 88«9,

26 Bennett, op. citsy ps 950



the basis for a later rapvrochement, assuming political conditions
had remained favourable. On the other hand, Germany refused to
substitute Franco~German negotiations for the Austro-German customs
union project, She was however, willing ‘o pursue simultaneously
the atbaimment of both a Franco-German agreement on South-Eastern
Burope and the Austro-German customs uwnion, Bub France made i%
clear that Germany would have to suspend discussions with Austria
first,

Thus, it can be shown that one of the objectives of the
French counber-proposal was taotically aimed at diverting or
delaying the Austro-German customs uniony without being prepared
to reach any real compromise in this matter. Since the Austrow
German plan made provisions for third countries to join the customs
union between the two Stabes, France was entitled to ask for entry
and thus to challenge the sincerdty of Germany in respect of
Article I of the Agreement, wheve the political independenc; of °
2

Austria and thus the Versailles gtabus Juo was recognized.

In the light of French policy, the Briand Plan loses much
of its significance since France was not really inberesied in
venburing into any large-scale diminution of tariff walls in Burope.
She hoped to counter-~balance German economic Interests in that part
of Burope where German influence was traditionally fairly strong,
although by no means as strong as it was o become during the
south-eastward expansionist drive of the Third Reich, The reaction
of the countries concerned, especially that of Yugoslavia and Rumania
was all but enthusiastic, since it was soon realised that the French
move was largely political, On the other hand, it could be
suggested, assuming that the countries concerned had been willing,
that a Grogswirbtschaftsraum resembling that of Austro-~-Hungary would

have been of tremendous benefit for all participanhs.za On the

27 Hauser, op. _ci'b;, Ppe 58«9,

28 Bennett, op. cibe, ppe 40~112, It is inberesting to note that

Britain strongly opposed the French cartelisation plans, when
seeing that by this her own economic interests would be
affected. .

Hauser, ops Cits; DPe T84




other hand, Curtius even went as far as to suggest a Franco-German

29

customs union, But all such moves were to a large extent nothing
but tactical expediencies end the heated political atmosphere
hardly allowed any serious approach btowards a Franco-German

understanding.

Tt was in parbicular the critical fihancial position of
both Austria and Germany after the withdrawal of large loans that
influenced the decision of both countries to abandon their projech
for a customs union on September 3rd, 1931,

Up until recently it has not been clear, however, whether
the collapse on May 8th, 1931, of the Creditansialt, the famous
Austrian banking house founded by the Rothschilds in 1855, was a
direct resullt of French interference. In a recenb study30 it has
been shown that this bankruptey was not primarily due to French
withdrawals, Bubt French financial circles were at least indimegtly
involved. The Credikangtalt had for some time concealed ibs losses,
and thus French pressure came to be the final stroke for this
insbitution. It should be kept in mind, however, that the
Creditangtalt itself was not in favour of the cusitoms union proposal,
fearing the competition of the German banking sector, .Furthemmore,
one of the Directors of the Credibtanstalt in 1931 was M, Schneider
of Schuneider-Creuzot. The collapse of the Creditanstalt was
certainly not mere coincidence, but it can hardly be maintained

that the FPrench "High Finance" was directly involved in this
bankruptcy. |

In conclusion, when viewing the moves made by both France
and Gexmany towards overcoming the lack of economic unity in Burope,
due recognition must be given to questions such as national prestige
and power politics in general, Neither nation was prepared to
leave to the other the credit for having achieved a new order,

Even when maintaining that Germany was more in favour of removing
tariff barrisrs than was France, it is always a debabable question
whether either side was really prepared to make substantial

29
30

Schultess?, 1931, pe 562.

Bermnett, op. cits, Dpe 100~4.




sacrifices for any re~organisation towards integration in Buropean
economic affairs.

On looking back it will be seen that the year 1931 marked
a wabershed in Franco~German relations. Although France succeeded
in main‘lfainﬁ:ng the post-Versailles gtatus guo, thereafter she
accepted implicitly that Germany was not o abandon her policy of
revision.




CHAPTER V¥

THE FMFRGENCE OF A NEW FRA TN FRANCO~GERMAN RELATIONS. .




- 140 =

1, THE SALIENT FEATURES OF ANTAGONISM AND EVENTS PRELUDING THE
RISE OF THE THIRD REICH,. '

France, imposing her will on Germany for the last time in
the interwar period when making her abandon the Austro-German custboms
union project, by her policy brought about an increase in Franco-
Germen antagonism which had died down in the late 1920's and now,
towards the end of the Weimar Republic, came to the fore,.

Admittedly, the German Govermment had not taken into due
accountt the French "security complex" in its dealings over the
Austro-German customs union, On the other hand, the French side
did not conceive that the abandomment of +this project, at a time
when the effects of the Depression were being increasingly felt,
would finally undermine confidence in the Weimar Republic within
Germany, where the Bruening Govermmenit had already lost its support
in Parliament and had had to resort to Presidential emergency orders
undexr Article 48 of the Constitution, for its very @:is’sence.l The
right-wing parties proclaimed the bankruptcy of the "sysbem of Weimax"
and the slogan that withoubt power politics there can be no solubtion
1o economie problems, came to be more and more accepbed in Gezmam.g
On October 11lth, 1931, only five weeks after the abandomment of the
customs union project, the so~called Harzburger Front was formed
between the National Socialists and other groupings on the Right
in a final assault on the Weimar Republic,

France did not fully realise the dilemma arising from
conditions emerging in Germany., On the one hand, the Weimar Republic
needed oubside support; on the other, developments in Germany did not
encourage such support, This reveals the tragedy of the Weimar
Republic and of Europe as a whole, where Franco-German relations
were foundexing on the barrier of mubual distrust,

Any hopes for cow-operation which might have been raised

1w, Conze, Bruenings Politik unter dem Druck der grossen Krise,
.H.Zg vols 199, 1964, Dpe 541=5.

2 O Hauser, Der Plan einer deutsch~oesterreichischen Zollunion

von 1931 und die europaeische Foederation, HZ, vol. 179,
January-June 1955, p. 89.



by the Briand Plan were now lost in the new currents of events,
while the impact of the Depression was becoming more and more an
alleecmbracing phenomenon whose effects Franco-German economic relations

were not Lo escapes

‘In Gemmany, the repercussions of the world economic crisis
were felt right from the begimming whereas France, as late as the
second guarber of 1931, remained relatively immune from any great
economic disturbance. Afbter that, her economic situation deteriorated
rapidly however. The Gemman position was further complicated by
virbtue of the fact that as biggest borrower she also became the
greatest sufferer, Due o these circumstances she did not see
herself in a position to depreciabte her cu:c'rency.3 Under Bruening,
Germany succeeded in drastically cutting wages and prices, as well
as congiderably reducing imports. Thus some sort of "stabilisation"
was achieved, but at a very high cost. This extra strain laid upon
the whole German nation, after reparation and other buxrdens resulbing
from the war, had fatal repercussions or German politics, The
advance of both the Commmists and the Hitler movement paralysed
the working of a democracy and Germany became more than ever before,
a "republic without republicans" .Z‘1 Thus it would be misleading
always %o blame extermal influences for the collapse of the Weimar
Republic, On the other hand, to a very large and sometimes over-
whelming extent, they had their impact on home politics in Germany
although this impact would have been greatly reduced if some sound
economic policies had been pursued. It was in particular the

3 German external debt (millia#& RM, ) (5uxy 1931)

Shorl~term Tongwbernm Total
13,1 . o 10.7 2348

Kroll ODs Ci’%og Pe 491-

4 Tt should be added here that already since the elechions of
June 6%th, 1920, there had been no majority of the Weimar
Coalition (i.e. Social-Democrats, Demoorasts and Zenbtrum) in
the Reichstaze Thus from the very beginning we must -
recognise the "disguised agony" of the German Republic,
Gebhardt, ope. cit., po 122,
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mismanagement in the monetary sphere where the foundation for the

collapse of the whole system was 1aid.5

Much of the misfortune of Germany can be laid atb
the door of bad monetary policies; too easy credit

- conditions wp to 1923, and oo severe westriciions
after 1928, If there had been more restriction
up to 1923, and more inflation after 1928 in
Germany, the conditions which brought Hitler to
power would not have been created, and the worldls
history would have been different.

In addition, it is a commonly accepted fact that the
withdrawal of foreign funds from Germany wrevealed for evexryone the

5 Lewis, op. cits, Ds 63, How far the decisive figure of Schacht, .
the "poiitical chameleon” is to be blamed canmot be discussed here,
N, Muhlen, Schachht: Hitler's Magician, New York, 1939.

For guote see Introduction by J. Steel, p. vii.

Up mwntil Sepbtember, 1936, the French albternative to devaluation
was to increase the tariff and exbend import guotzs. In both
countries, the experience of the years of inflation preceding
1923 and 1926 respectively was to be largely responsible for the
application of a deflationary policy. It was in the main the
growing disparity between French and world prices which caused
great concern and faced France with scrious customs probléms.
Bven after Septembar, 1936 private investment failed to revive
in France, and the growbth of production could in the main be
gttributed to the effects of devaluation.

P.K, Debenham, The Situation in France, B,d., vol. 42, 1932,

PPe 380-90, v .o
H,V, Hodson, The End of the Gold Bloc, Survev, 1936, pp. 16183,
M, Wolfe, The French Franc between the Wars ~19%9, New York
1951, p. 105 and passim,

M, Kaiecki, The Lessons of the Blum Experiment, E.J., vol., 48,
1938, pp. 26~41. '

Ch. Rist, The Financial Situstion of France, F.A., vol, 16,
1937-8, pp. 601~11,

H,Co Bastman, French and Canadian Exchange Rate Policy, J.E.H.,

vol. 15, 1955, pp. 403~10.
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vicious circle of international indebbedness, which was finally
overcome by the Lausanne Agreement. This withdrawal of foreign
funds had originally begun in 1928, due to speculation in Wall Street,
In 1929, however, it was %o a great extent France who, for political
reasons in connection with the Young Plan, exerbted financial. pressure
on Germany. The slump aggravated this situation, which became worse
at the time of the Austro-German customs union project, when mounting
French pressure again led 1o the withdrawal of large funds from
Germany, We are here only concerned with the role played by France,
although the withdrawal of American funds was certainly a more
decisive factor at times. Nevertheless the French pressure can
hardly be undervated, Up to 1931, she was in a position to help
Germeny financially, Of course, she had her reasons for not doing
s0, especially with the sudden success of the National Socialists
starting as from the election results of Sepbember, 1930,

A

The events in Germany also precipitated the stock market
and banking crisis in France, leading ultimately bto the latter's
depressed state of affairs in the 1930's, Both economic and
political events were in these times of strain highly interdependent,
reacting on each other, in such a way that it would not be far wrong
to maintain that this laid the foundation for the panic-stricken
conditions (crise de confiance) which flooded all over E‘urope.6

Francels pelicies pursued towards the end of the Weimar
Republic, reveal her often ambivalent attitude towards her eastern
neighbour. On the one hand, she was justified in being alarmed
at the increasing radicalisation of party politics in Germany,
although her wnrelenting abtitude towards the democratic Govermments
in Gemmany tended to reduce their standing in the face of this
rising political tide and even the final abandorment of the
reparztions question was only after the downfall of Bruening who,
with certain reservations, can be regarded as the last democratiec
Chancellor of the Weimar Republic,

On the other hand, the French position as regards the
Hitler movement was ambiguous and furthermore, after the actual
take=over by the National Socialists, she was fo adopt a surprisingly

® Boonomist, June 10th, 1933, s 5s



concilistory attitude - an attitude which in turn was not o be
hornoured by the Nazi Govermment.

One quite often overlooked aspect is the support for Hitler
before 193% by means of finanecial contributions from various foreign
sources and during the world-wide Depression it was not ouly scme
influential German industrialists who supported Hitler, bub also
for instance some French industrialists, The French armaments
industry in particular was not abt all interested in disarmament and
the Disarmament Conference at Geneva wasYregarded as an alarming

develomment among some of these circles,

The activities of the Comité des Forses are here of
especial interest, On one hand it was widely believed that Hitlex,
once in puwer, would soon have "mismanaged himself out of office”,
which might have created a chaotic situation as in 1923, and would
have been favoured by the latent French "divide and rule” approach.
It is worth remembering in this context that in 1923, both the
Separatist movement in the Rhineland and the Hitler Pubgch were
welcomed by some French diplomats and other authorities, as offering

further opportunities for breaking up the unity of Germany, How
dangerous such a policy could become for the French as well, was
only fully realised when it was already too late.C

On the other hand, a take-over by Hitler would have
probably resulted in increased French expenditure on defence, Such
a development would have been profitable to the French axrmaments
industry which was heavily affected by the Depression.

The ambignous nature of Franco-German relations at this
time is illustrated for example, by the role played by Andxmé
Frangois~Poncet, It is difficult to estimate how far Frangois-
Poncet, who had been Ambassador in Berlin since September, 1931, was
responsible for behind-the-scene activities bowards the end of the
Bruening era., Frangois-Poncet had early links with French heavy

industry - in 1919 he vepresented the Comité deg Forges when the

1 H, Imbz, Gemman-Frencn Unity, Basis for Burovean Peace, Chicago,

8 mid., p. 109.



Allies sent an economic mission o the United States and in 1923,
during the Ruhr occupation, he was economic adviser to the
Commanding General there, In the later twenties he directed the
newspaper 1¥Avenir which fostered tke interests of the Comiié des
Forges. " Before being sent to Germany as Ambassador in 1931, he held
offices as Under-Secretary for Foreign Affairs, Under-Secretary for
National Economy and Under-Secdretary of State to the Premier's offices
1t was also reported that through his marriage he had acquired
substantial holdings in the Lorraine steel industry. Furthermore,
it should be kept in mind that he was regarded as an expert on
German affairs, and it might not be going too far o suggest that
the unrelenting attitude of Tardieuls Cabinet towards the Weimar
Republiz and any disarmament, might to a certain extent have been

9 In addition it should be remembered
that he was one of the most outspoken eritics of Briand in the
Chamber of Deputies. It proves little, but it should also be
mentioned that he was uncompromisingly hostile towards the project
for the Austro-German customs union and he was mainly responsible
for the Frenck plan constructif, It can be suggested that he
underrated Hitler in the same way as did others. He probably

influenced by Frangois-Poncets

favoured a new state of civil war in Germany, in order to pursue,
in a final effart, the traditional French poliecy of separating the
Rhineland from the Reich,

Thus it is understandable that the Bruening Government was
rather shocked when Pierre Iaval, the then French Premier, who had
been a lawyer for the Comité des Forges, proposed Frang ois~Poncet

as Ambassador bo Germany. By this it was easy for German
politicians ‘to believe that influential French circles welcomed
the rise of the Nazis, partly to justify their own armament claims
and partly due to the widespread belief that Hitler'!s take-over
would bring about a chaoctic state of affairs in Germany.

This also explains 0 a ceriain extent why the Bruening
Cabinet was very biased in its attitude towards France, For instance,
to0 illustrate further the ambiguous French attitude, in Pebruary, 1932,

9 However, these are aspects he preferred $o iguore in his
memoirs, published after World War Two (1948).
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Paul Paure, the Secrebary General of the French Socialist Party,
brought to the attention of the Chamber the fact that the Skoda Works
in Pilsen (Czechoslovakia) had helped to finance Nazi elections in

Germany. Faure pointed outb that Skoda was then controlled ty
Schneider-~Creusot, and such financial support could haxdly have

occurred without the consent of the French industrislisis conceimned,

Faure's charges were never disputed.lo

I% is true that many of those who directly or indirectly
supported the Hitler movement before its coming 1o power changed
their minds soon afier Januwary 30th, 1933, and withdrew their support,
although this does not in any way redeem them or exonerabe them from
the respongibility for their actions,

The mistaken French policies towards Gemmany found many
critics even at this time without however, having much effect, Yet
from 1933, the events in Germany soon made it olear that a "benevolent
dictatorship” had not been established there, Tragically enough,
Hitler himself did not conceive that those were not empby words on
the part of the Allies, when they warned the German side that things
might drift "as they (had) drifted between 1904 and 1914,

The scene at this time was more bleak than encouraging,
However, it is necessary to point out that the leaders of each
country?s private industry, at this time of strain, were able to
reach é,greemen'b on nust guestions which stood in the way of a Franco-

German raporochement, despite the state of mubwal distrust between

the two nations in the political sphere, Thus it will be seen
that it was the responsible politicians in Nazi Gemmany and not the
problematic nature cf oubstanding questions as such, which was to

block anv real sebtlement,

Of speclal interest are the sow-called Iuxemburyz Conversatbions
between French, German, Belgian and Luxemburg industrialists,
beginning in 1931, These private discussions became increasingly
semi~official, and not only were solutions to problems concerning

private enberprise and economic co-operation between these countides

10 Lu‘tz;; ODs Cito, P 1133

1 Fconomist, Hay 4th, 1935, p. 1000,



sought, but also a revision of the whole political order established

in 1919, in particnlar a revision of the Polish-Germsn frorr{;ierolg

One should menbion here the conversations keld on Janunary
29th and 30th, 193%, bebwsen French gnd German industrialists leading
to the signing of a probocol, which revealed in a striking mammer
their mubual undexstanding regarding various important problems.

The most prominent figure on the German side was Geheimrat Buecherw,
President of Allgemeine Blektrizitaects-Gesellschaft (A.E.G,) and on.
the French side, Ms Duchemin, President of Ehablissements Kuhlmann,
The formation of the Hitlsr Government followed immediately after
these conversations and on that same day, the French side enguired
whether their German counterparts believed that the understanding
reached in their conversations would find the approval of the newly
formed Gewman Covermment. At this stage this was not easy to
answer - Hitler regarded it as not being opportune at that time tq
gpecify his fubure policy regarding Franco-German JL'(—,\].EN;:E.csns‘,3‘3 The
take~over by Hitler had for obvious reasons greatly alarmed the
French Govermment and perhaps to an even larger extent the French
publice.

The degree to which the Depression, as a response to
prevailing econoimic conditions, developed contacts bebween the
respective leaders of commerce and industry, has been largely
neglecteds The agreements reached between them were laid down in
the aforementioned protocol, dated Janwary 30th, 1933, In this
the French side made great concessions, especially in regard to the
German colonial and “Corridor" demands, It was then of parbicular
gignificance that the French Goverrment approved this protocol as a
basis for fubure negotiations.u’ Thus busginessmen had laid down
the foundation for a Franco-German raporochement. Of great importance

12 Dog. @.F.P., series C, vol. 1, The Third Reich, The First

FPhase; No, 245 pps 2~5 and No, 18, pp. 3841 and No. 24,
pp. 49-52,

=9 Ibide, Pe 525 (Buelow, German Foreign Secretary to Frangois-
Poncet, the French Ambassador on Pebruary 18th, 1933.)

14 Thid., ps 41.
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was the agreement on both sides that the Lausanne Agreement, which

had resulbed in much ille~feeling in Prance, no lounger constitubed
an obstacle to a Franco~Gexrman rapprochement.

For the first tswe since the war, France had shown an
uxxprecedéntedly promising attitude towards compromise. . This was,
however, not honoured by the German Goverrment in power., Baron
von Neurath, the German Foreign Minister, simply pointed oubt that
these provisions for a possible fubure sebtlement "es...fall far

short of the minimum we might consider aoceptable”.E

Thus a new chapter in Franco-~German relations was to
remain closeds On the other hand, it is very surprising how
economic exigencies and political expediency soon resulted in various

new moves, albeit under comnsiderable ideological strain.

5 Ibiﬂ., Po 39,
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2. COMMBERCIAL POLICIES AFTER 1933,

The Nazi take~over of 1933 resulbed in apprehengion in
France, but comnercial relations were affected by this for only a
relatively short period, although substantial consolidatbtion was
not reached before the Commercial Agreement of 19%7. This
consolidation was achieved in the face of political tension and
bottlenecks arising out of the repercussions of the Depression in

‘the two comntries,

During the years of the German Depression of 1930-34,
France on the whole suffered less.than Germany as far as changes
in national income were concerned, In the period 1929~32, the German
econony suffered heavily., During 1932-34, however, things wers
reversed and the percentage rise in German nabtional income was almosd
on a par with the percentage fall in the French national :i.n«::ome.1 .
After this Gemsany recovered very rapidly and industrial production
in 1935 reached almost the level of 1928, a level which France did
not even reach in 1938, despite the marked improvement of her economic
conditions in the second half of that year, afber successive
depreciation had re-egtablished g more or less competitive price
level in F:t'anc:e.2

Takking 1928 as a basis, her industrial production stood
in 1938 at 83, whereas the Gemman {igure amounted to 125, It is
true that Germany's recovery was purchased at a high cost; free
enberprise was subject to far-reaching bureaucratic control and
foreign trade to rigid regimentation. Further, the uwnbalanced
character of Germany?!s recovery became more and more obvious.,
Nevertheless, her index for consumers! goods in 1938 stood at 107
(1928=100), thus generally surpassing the respective indices for

1929~32 19%2=34 192934
France: -~ 16 - 14 - 27
Germanys - 39 + 13 - 3]

See Leagme of Nations, Horld Economic Survey, 1935/ 36, PPs 104=5.

2 League of Nations, World Economic Surveys 1938/39, ppe 26=37.
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France.

The comparatively late start cf the Depression in France
had made her position anything but easier, It could be suggested
that it was the economic conditions in France which in fact were %o
be the wnderlying causes of the weakened French position, which in
turn explains why, despite her continuing apprehension, Francels
attitude towards the militant policies pursued by Nazi Gexmany became
more conciliatory than had generally been the case during the Weinmar
Republic. As far as commercial policies were concerned. however,

France showed for some time considerable fighting spirit.

In the field of trade relations, the most obvious
consequence of the Depression was perhaps that the mosi~favoured-
nation treatment, as laid down in the Franco-German Commercial
Agreement of 1927, became more.and more insignificant, although it
was never officially abandoned, Before Hitler took over in Germany,
the foundation for a Gemman policy of foreign exchange control was
already laid down, although the high degree of sophislication of the
conbrol mechanism in foreign trade which developed afber 1933 became
rather unique.l}' On the other hand, in 1931 France returned to her
old-fashioned protective practices which she extended in many ways.
In comparison with Germany, there was little unifomity in the
French restrictions on foreign trade but nevertheless, the working
of her quota system effectively reserved the Prench market for home
industries, which would not have been achieved to the same extent
by protective tariffs alone,

In both countries the introduction of increasing state
control in foreign trade was at Tirst regarded as a temporary
expedient, In France, however, the guestion of free~trade vewsus
protection never geained great importance. Probectionism was
regarded on the whole as favourable to both agriculbure and industzy.
Thus in the French case the protective policy of the 1930!s was due
to a change in mental attitude o a much lesser extent than was the

case in Germany., In brief, the restrictive devices of both countries

3 See Appendix A, IIL.

4 M. Wolfe, The Development of Nazi lMonetary Policy, JaEaH., vol. 15,
1955, pp. 392-402, '
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as far as foreign trade was concerned moved in much the same
direction; in a manner hardly conducive 1o bringing them closer
together. Self=sufficiency rather than specialisation was the
prevailing aim, International trade and the Franco-German trade
developed on similar lines. Desplte the striving for exports,
trade relations greatly de‘beriorated.5 Even the later
devaluation of the franc did not chenge France'!s passive balance
elther in her trade with Germany or in that with the rest of the
world and the French export trade was over-proportionately
czoz:r!;:ts'ae'i;ed4,6 The Agreement between France and Germany of
Deacember, 1932 supplementary to the 1927 Commercial Agreement,
had permitted both sides to raise practically all fariffs
unilaterally. This, however, implied the right of esach side to
take retaliatory measures in the event of negotiations for a
conpronise proving unsuccessful, On January 17th, 1934, France
renounced the Agreements with effect from April 20th, 1934,

The French renoucement of the Treaty was based on the
argunent that Germany had restricted imports from France while
negotiations were still in progress. The years 1933-34 were a.
period of relatively aggressive French trade policy, where an
attempt was made to use the quota system as an instrument of
reciprocity. However, it was soon afterwards realised that
France herself was seriously affected when applying a too rigid
quota policy. In particular the French textile industry was to
suffer from the initial failure to reach a new agreement. A4
new working arrangement was not found before July and it came
into force on August lst, 193497

5 Boonomist, June 10th, 1933, Do 5
6 Percentage Share of France and Germany in the Total Export and
JTaport Trade of the Worid

Joports Exports
1929 1931 1932 1937 1929 1931 1932 1937
France 654 7:9 960 632 6.0 653 6@2 307

Germaxzy 9,0 707 8.0 8.1 Ge7 12,1 949 944
Statistical Yearbook of the Ieague of Nations, 1938/ 59y Table 119,

Economist, August 44, 19345 pe 219
Cho Betteiheim, L*Econowie Allemande Sous le Nazisme, Un Aspect
de la Décadence du Capitalisme, Paris, 1946, p» 241.

eessofo0OtROLE 7/
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However, such evenbs proved o be the excepbtion rather
than the rule, In general, both sides were very anxious oub of
self~interest to make if necessary, some fresh arrancomants for
immediately regulating their commercial relations. The French
guota system normally worked comparatively well, since decrees
establishing guotas were generally not imposed before negobiations
between French and German representatives had taken place, In
most cases it was possible to come to some arrangement. Such guotas,
which were accepted in these unofficial discussions and later given
effect in official decrses, were called "bilateral" or "friendly"
guotas, as opposed o "unilateral” or "autonomous" quotas which had
been fixed withoubt such prior consent. It should be emphasized,
however, that the so-called "firiendly" gquota is a rather misleading
berm. In most cases such gquotas were accepbed under the threat of
a more rigorous unilateral gquota policy.8

The Franco~German "quota quarrel"9 became one of the ma.:i:n
obgbacles in the atbempbs o reach a new trade agreement. This was
not achieved before July, 1937. In the meanwhile various provisional
agreements were concluded after what were guite often long and
difficult negotiations,

The Franco-Gemman transfer and commercial agreement of
July 28%th, 1934, which was pasically a clearing agreement, was atb
first only concluded for the period August - December, although it
was prolonged by other provisional agreements, Thus clearing
continued until the coming into force of the trade agreement of
July, 1937.

The exchange clearing system involved many problems.lo
The main difficulty in Franco-Gemman trade relations arose oub of
the credit balance in favour of Germany, which amounted to more than

300 million francs in the first half of 19%4., The clearing agreement

T Boonomist, Jamuazy 27th, 1934, pe 173

Beonomist, June 23xd, 1934, pe 1373s
Bconomist, August 4th, 1934, pp. 220-1,

® Haight, op. cit., ps 169 ‘
9 Boonomist, Janvary 20th, 1934, p. 111,

10 Eoonomigt, May 16th, 1936, Banking Supplement; pp. 11-12,
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provided for the payment of the commercial debts between these two

countries to be made, through the Reichsbank in Gemmany and in France
at the Office FrancowAllemand, which became attached to the Paris

e O e

Chamber of Commerce, Thug French and Geman imporbers had to make
their payments in francs and Relchsmarks respectively., TFurther,
out of the total amount paid bo the Office Francc-Allemand by the
importers of German goods, an amount of 15,75 per cent of the money
collected was credited every day to a special account opened for
the Reichsbank in the books of the Office Franco=-Allemand, This
special account was opened in oxder to pay off cerbain Geyman debis,
In part, the sum accruing in this account was to be used for the
payment of the coupons of the Dawes bonds and the Young bonds and
other debts, nobtably the interest on Standstill credits, while the
rest remained at the disposel of the Reichsbank, This meant,
however, that French imports of German goods had considerably to
exceed French exports inbto Germany. This was in genexrazl the casé,
However, in the first phase of the working of this agreement, during
Avpgust « December; 1934, a French export surplus occurred, reducing
the aforementioned French import suwxplus of 300 million francs
during the first six months to 237 million francs for the whole of
19%4. Since the clearing was based on the existence of a French
import surplus, various problems arose from the very begimming and
perpetual adjustments had to be made, This was the reason why the
agreement, when being prolonged at the end of 1934, was amended in
various respects. For insbance; provision was made for the creabion
of & permanent mixed commission, which had the function of
supervising the development in Franco~German trade, and provision
was also made for the relaxation of French imports gquotas for German
goods, in oxder to regain a sufficient French import surplus and to
facilitate the setilement of oubstanding German debis.

The significance of such agreements can be summarized as
follows. They were concluded for a short period of several monthz
only, in order to adjust the rather clumsy working of the clearing
system to changes in trade occurring in the meanitime. Both sides
made a few concessions *n the quotas concermed, bubt no comprehensive
settlement of the obstacles to trade was reached at this stages On
one hand the French exporbters had a guarantee of payment for their
goods, on the other French importers lost fhe advantage of paying
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for German goods with "blocked mexrks”., They had to make their
payments in accordance with the average exchange rate on the Berlin
market, while the prospects for increasing French exports into

Germany were limited. H

A new round of Franco=German commercial negotiations
started after the Saar Plebiscite of January 13th, 1935. On Jamary
21lst,; 1935, they began in Berlin and were continued in Paris on,
February 9th. The main problems involved were those of Franco~Saar
trade and German-Saar trade during the intermediary period, Of
parbticular importance was the question of arranging for the entry
of Saar coal into France, Franco-Lorraine ore into the Saar and
French food products into the Saar, Furthermore, a revision of
the agreement of July 28th, 1934 had to be envisaged, especially
with regard to a furither perfection of the clearing system including
a vevision of guota lists and the further reduction of French exports
to Germany, in order to facilitate German debt payments., Thus no
real improvements in commercial relations as such was to be achieved,
Nevertheless, the envisaged further perfection of the clearing
arrangements ensured that the best would be done under the given
circumstances. A very promising sign for instance, was the increasing
readiness of Prench banks to exbend their credits in the case of

outstanding German commercial debts.lz

Nevertheless negotiations dragged along with varying

success, The clearing system was continued and only by May, 1937,
was general agreement reached for a new settlement, A comprehensive
deal was made with the Franco-German commerecial and financial
agreements signed in Paris on July 10th, 1937, by the French Foreign
Minister, M, Delbos, and the German Ambassador; Count von Welczeek»B
The eclearing system was abolished and the bilateral most-favoured-
nation treatment and mubual tariff reductions were applied, This

bilateral agreement was a reburn o "normal" trade relations, Thus

1 Boonomist, August 4th, 1934, pp. 220-1,
Economist, December 8th, 1934, pp. 1090-1,

Economist, June 29th, 1935, p. 1482,
12

13

Economist, Jarmuary 26th, 1935, p. 177.
Keeging¥s. 1937, 2656 D,
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previously blocked chammels in trade relations between Franse and
Germany were opened up again, This did not mean, however, the
liberalisation of trade as such. Nevertheless, the French quota
policy and the German forelgn exchange control were brought into
accordance and the exchange of goods and services was no longer
subject to ¢learing policies although it remained restricted in its
scopes The conclusion of this agreement came about only after two
years of preliminary negotiations, The times preceding it had
revealed however, to both sides, the importance of a normalisation
in their commercial relations, France depended largely on German
coal and manufactured goods. On the other hand, Germany was
paxrticularly in great need of certain raw mabterials., The cordial
telegrams exchanged between the French Minister of Commerce, Chapsal,
and the German Minister of Fconowric Affairs, Schacht, on the occasion
of the signing of the Agreement, indicated that both sides saw in

this a new begimning in their economic relations.™? '

Y sohmltess?, vols 78, 1937, pe 110.
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1, FRANCE AS A COILONIAL POWER.

Both the genesis of the vast Prench Colonial BEmpire
after 1870 and Francel!s colonial policies of the interwar period
were either direcitly or indirectly influenced by FPraneco-German
antagonism,

In the course of World War One colonial consciousness
had revived very strangly in France, and during the interwar
period there was a great tendency to speak of the "invaluable" role
that. the French Colonial Empire might play in the years to come.
Post-war Germany still had = population outnumbering that of France
by more than 20 millions. Thus the FPrench "security complex' had
a direct bearing upon the vision of a "Greater France" comprising
not 40 million people but more than 100 millions, which was
propagated as if it were reality.l Numerous e:t‘forfs were made 1o
explore the ecomomic potentials of the colonies® and very ambitious
programmes were formulated, In particular the Asscciation
Nationale d'Bxpansion Bconcomigue vehemently demanded the formation

of a self-sufficient economic bloc camprising the whole of the

Prench Empire. It was arged.that the colonies should be developed
as suppliers of raw materials, and their purchasing power increased,
in order to build up a large market for Prench indusitry.

The impact of the "colonial gquestion" on Franco-German
relations between the two World Wars can only be fully understood
when taking into account the pre-war developmenis, In pre-war
times, neither France nor Germany had made any great effort to
promote econcmic growth in their colomiesy; although it must be
emphasised +t@z’ in meny respects the limited potential did not
warrant large-scale investments in these areas. This guite often
tended o0 he overlooked in post-war Germany, even though
M, sesGermany, her poor lands notwithstanding, made her colonies

more productive than did E‘I-anctce.."3

The importance of a colonial empire as an econcmic

:LH. Hauser, Greater FPrance, FsA., v0l, 25 1923=24, pp., 211-29.
i.e. French Colonies, Protectorates and Mandated Territories.

3 S.H. Roberts, The History of Prench Colonial Policy, 1870-1925,
Wew impression, London, 1963, p, 665.




complement o the motherland depends both on the resources available
and the state of economic development. The degree of economic
progress in a colonial empire depends considerably on a nation's
detexmination to engage i*tself in systematic colonisation, As
regards Francels policy, the predominant role prlayed by Clemenceau,
the "embittered foe"A’ of French colonial expansion, has tc be taken
into accoumt, ILike many other Frenchmen, he saw in colonial
expangion a hindrance %o the nation!s economic advancement, which
in any case could not keep pace with the economic growth experienced
by pre~World War One Germany., Clemenceau thus emphasized "....
Francel!s need for using all her strength and all her resources 1o
build up the power of the French Republic within the limits of

ud

France.

On the other hand, there were always strong currents of
opinion in favour of colouwisation, which was guite often not only .,
regarded as inevitable but also profitable and sirengthening to the
nztbion, The question of whether a colonial empire was a "wasting
agset” or not, remained a conbroversial issue in France even up %o
the end of the Algerian War in 1962, The fact is that despite
conflicting opinions the French Fmpire expanded ibs territory from
one million square kilomebres in 1870 to eight and a half million

square kilometres in 1914.6

After 1871, Germany was abt fivst in favour of French
colonial advancement, as a "safelty-valve" for the latter!s national
ambitions after the loss of Alsace-~lorraine, Gemrmany also viewed
French expansionist policies in Africa as providing a possible

4 Thida, pe 23. |
> HoM. Hyndman, Clemencean, The Man and His Time, London, 1919, p. 234,

4 really ccnstructive interest in colonisation can be found in
France as from perhaps 1890, France could not compete with the
gseientific side of German colonisation, while welfare considerations
for the natives gained ground earlier in French colonies than in
German, where a fundamental change came about only with the
appoiniment of Bernhard Dermburg as Head of the Reich Colonial Office
in 1907, ~ Roberts, op. ¢its, pp. 8=31 and 666=T,
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means of exploiting rival Anglo~French interests there, although
with the conclusion of the Enlente Cordiale of 1904, such ambitions

were to boomerang back onto Germany. By %his tine Germany had become
increasingly suspicious of French colonial policies and the Franco-~
German "“duel" on the diplomatic scene over Morocco, culminating in
the German "Panther~leap" to Agadir in 1911, revealed tnat French
expansionism had reached a stage where Germany was openly hostile

to the former!s ambitious drive,

While Germany had hoped to divert French interests from
the Bhine to Africa, Franse never fully abandoned her claim to the
"peturn” of Alsace~lorraine, even when apparently resigning herself

T

to existing conditions., Time was to favour France, since post-
Bismarckian Germany had succeeded only too well in isolating herself
in world politics and her imperialistic drive was to fail, ending

in the Versailles Peace Sebtlement,’

As from 1919, new issues such as reparations arose, which
were to overshadow the colonial gquestion, but the latter remained
a latent source of uneasiness after Germany!s loss of her colonies,.
Francel!s policy of security led her to respond o the tense
antagonism of the immediate posb-World War One +times, by taking steps
to revise her attitude towards her colonmies in an effort to improve
her position in the face of the potential economic strength of
Germany. It will be seen later that no drastic changes came about,
due to a lack of consistency in French interwar policies, and even
the increase in her colonial trade during the times of the
Depression, was to have no decisive impact on "sygtematic"
colonisation, In any case, immediately after World War One, France
realised that reconstruction of devastated areas had to teke priority

over her ambitions in the colonial sphere.

However in 1921, the Minister of Colonies, Albert Sarraut,

put forward a project to develop the French Colonial Eapire s:ys*l:ema'lﬁicalfl.;/x,9

1 Iichbtenberger, ops. cits, PPs 7~9.

8 Fischer, op. cit., ppe 3-49.

9 i.0 "Projet de loi portant fixation d'un programme général de

mise en valeur des colonies frangaises.”  Hoegel, ov. olba,
PDe 26«9, guoted from p. 26, note 1.
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This was the first decisive governmental abbempt in French colonial
history towards a planned development of those areas., It was in
particular Poincaré who stood behind such plans, which were of a
complementary function %o the French Conbtinental policy, especially
as far as Germany was concerned,

The application of such plans did not in fact change
French pre-war colonial policies in any essential way., In many
cases, France had followed a policy of assimilation, not only in
the culbural and political spheres, bubl also as far as customs
tariffs were concerned, Such assimilation policies did little,
if anything, to develop her colonies economically., In 1914, only
848 per cent of French foreign investments was placed in her own

colonies, 10

Further, the French Empire with certain excepbions,
was unprofitable as a purely business adventure, Thus French
capital by and large, was not atitracted by investment prospects in
her own colonies, while fox partly political reasons French

invesiments were directed to countries such as Russia, where they
amounted to nearly three times those in her colonies. Thus the

economic basis for any re-orientation was largely missing, and this

again revealed the dilemma of post-war French policies, where too

often wishful thinking replaced sound economic considerations.

On the other hand, it should be emphasized that there was some

potential in many parits of the French Colonial Fmpire. To develop

this potential, post-war France would quite often have had o starct from
the botbtom; even the basic pre~requisites for ambitious develoyment plans
were in most cases lacking, thus meking it difficult to attract privabe

enberprise,

Notwithstanding this underdeveloped state of affairs, the
French overseas possessions were bo roughly double their share in
France's foreign trade during the 193%30's, since the Depression
seriously affected her trade with the oubtside world,

The trade of mebropolitan France with her overseas

territories, including Algeria, developed as follows 2t

10 Giough and Cole, ops Cibe, Dpe 6589,

Cobban, op. cite; Do T2

«osesfootnose 11/
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TABIE I

(Percentage of Hotal French
Special Trade, )

Imports into Exports from

_France France
191120 \ 91 4.1
1921-30 11,4 1546
1932 20,9 31e5
1936 2845 3343
1938 271 27«4

The event of the Depression had a direct bearing upon traditional
French protectionism, aiming at an opbtimum degree of self-sufficiency.
The over~proportionate contraction of exporis as compared with
imports as from 1929, made it increasirgly difficult for France

to pay for her imporis and she regarded the stimulation of her

colonial trade as a means of overcoming the problem of providing
foreign exchange.

Thus an elaborate quota system was introduced which,
especially in the years 1931-36, had an almost allwembracing impact
on France!s foreign trade, Trade within the Empire was vigorously
stimulated by direct assistance given to colonial producers in the
form of subsidies., The trade within the Empire was further
protected by discriminatory customs barriers, which were built up
against products from outside that "imperial economic bloc", This
compensated to a certain extent for the loss of markebs in foreign
countries and resulted in $he substitubion of colonial products for
numerous foreign produc’ss.’lz

When leaving the "abnormal" state of affairs of the 1930!'g
agide, it can be seen that France!s trade with her overseas
possessions as a whole was similar in dimension to her irade with
Garmany. Since Algeria had been treated as an inbegral part of
the motherland after World War One, it secms advisable to treat
her separately when estimating here the importance of the Colonial
Empires In exeluding Algerials velatively important posibion,

11 Haight, op, cit., p,_263.

12 Clough, ope cibsy pPpe 32730,
Haight, ope Citsy; DD- 2456,
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it becomes evident that the French overseas territories played

13

only a minor role in French foreign trade.™

The Colonial Economic Conference = the sow~called "French
Ottawa" -~ was a spechacular event, opened in the presence of
President Lebrun on December 3zd, 1934, According %o M. Rollin,
the Minister of Colonies, the mein objective of this Conference
was to achieve greater economic unity bebtween France and her

14

in spite of some limited Ysystematic" develomment }golicytl5

overseas possessions, Such a unity was never really achieved,

13 France!s trade with Algeria and the rest of her Empire in
relation to total French trade. (milliard francs).

Imports into Exports from
France France
1929 £935 1929 1935

Algeria 2499 2431 4450 2458
Tunis 0,70 0446 1,01 0.57
West and Central ’ ’ ’

Africa 0,91 0,66 0,68 0,28
Indo~China 0,69 0,57 1.01 0,44
Madagascar 0,37 0.21 0.41 0,18
Moroeco 0,50 0,38 1,29 0,42
Syria 0,07 0,02 0,18 0.09
Total 58422 20,95 50,14 15,47

See table in article "Prancel!s Colonial Markets", Igonomist,
June 13th, 1936, .
League of Nations, Review of World Trade, 1936, p. 22

14 In a rather misleading way, Le Temps commented on this Conference

as follows: "This does not mean that we intend Yo create a closed
and self-sufficient economic unit., This Greaber France that we
have in mind has no intention of isolating herself economically
from the rest of the world. On the contrary, we hope that we
may be able to lower the tariffs and gquotas that impede
international trade cu a basis of reciprocal concessions.,”

(my emphasis.) Keesingls 1934, 1463 C.

15 Economist, June 13th, 1936, pe 59%4.
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Although it revealed the conflicting interests of the
various parts of the Colonial Empire, this Conference illustrates
the importance France attached to her Empire sgince at this tinme,
the latvter was Francels biggest trading partner., During these
years of depression, the particular importance to France of hewr
colomial markets can be seen in that, while the export indnstries
of the manufacturing sector suffered most severely at this time,
manufactured goods formed 60 per cent of France's exports to her
overseas possessions. The considerable increase in the Empirels
share in Francels total trade shonld not conceal the fact that
French colonial trade contracted by more than two-fifths, although
it conbracted less than did total French trade, Despite her
Colonial Empire, France!s total trade contracted along similar lines
ag 4id that of Germany,. The following table illustrates these

trends, expressed in terms of gold value.l6

TABIE IT
Developments in Foreign Tiade
1929=100
1936
Imports Exports

1. France's Trade with Bmpire 56,1 50,5
2+ Francets Total Trade 3945 279
%+ Germany!s Total Trade 31l.4 354

France was faced with a dilemwa, On the one hand, she recognized
the growing importance of her Empire as a trading pariner and guite
often over-emphasized the role of her overseas territories when
maintaining that they compensated her to a very large extent for
losses caused by the Depression and that they were above all the
pre-requisite for Francels position as a "Great Power", On the
other hand, the French Goverrment found it increasingly difficulb
to refute Germany's demands for the rebturn of her former colonies,
since these demands were made on similar grounds. In fact, Germany
was from an economic point of view in & far betber position than
‘was France to claim that her state of industrialisatbion was highly
complementary to most food-stuff- and raw material-producing areas.

16 Lesgue of Nations, Review of World Trade, 1936, p. 22 and 26.




However, it will be seen that even withoub being in possession of
any colonies, Germany successfully pursued some kind of semi-colonial
policy in her trade relations with various underdevelorad counbries,
thus compensating hersel? in her own ways for the dg JUre noi
existent .colonies, In defending their own colonialism, the French
could hence argue that the Gemman claim to her fommer colonles was
only a pretext for further expansionism, which threatbened world

peace.

During the Depression, Francels trade with her colonies
became proportionately similar to that of Germany with both Iatin
America and South~Basbern Burope together, 17 Nevertheless, despite
the various atbempts to overcome the economice backwardness of the
French colonies little had been achieved and this was brought home
to France during World War Two, when the colonies were cut off from
the mother country. Generally speaking, France had as little .
interest in industrialising her overseas possessions as had Germany
when increasing her penetration into South~Eastern Europe. It
should be mentioned, howevexr, that in 1939 the claims for colonies
by both Italy and Germany induced the French Govermment to take some
definite steps towards a more systematic development policy. There
was, for instance, the French National Economic Cowuncil that was
going to prepare a plan for production in France and the colonies
with a view %o regulating colonial trade in such a way as to
increase France!s self-sufficiency, especially in foodstuffs, and

17 Trade Blocs

(As percentages of France's and Germany's
trade respeotlvely)

Imports from Bloc Erports bo Bloo

1929 1338 1929 1938

Prance: Empire 12. 27 19 27.3
a) Gemmany: Balkans® 4.5 12 5 13
b) Germany: ILatin '

Anexica 12. 16 8 11l.5

a+bd , 16.5 28 13 24,5

1) Frontiers of 1937.

2) Bulgaria, Greece, Hungary, Rumenia, Turkey and Yugoslavia.
Source: Survey, 193%9-1946, The World in Marsh 193%9; p. 486,
League of Nations, World Feonomic Survey, 1938/39, p. 186,
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better to co~ordinate Prench and colonial acbivibties, This was in
line with earlier policies, but it indicates, however, how lithtle
had been achieved up to 1939,18

Furthermorey; it can be shown that before the Depression,
France had been, despite her colonies, approximately as equally
dependent on imports of foodstuffs and raw materials as had been
Gema.ny.l9

TABIE IIT
Imports of Foodshuffs and Raw Materials
Per Head of Population {in £ at gold parity in 1929)
1929
Gexmany 847
France (with colonies) 9.6

In the 1930!'s, both France and Germany increasingly pursued

a policy of "self-sufficiency” and "autarky" respectively to make
their dependence on imports more "tolerable”, Even so, they
succeeded to a limited extent only. Ironically encugh, France as

a colonial Power succeeded less here than did Germeny, which was
largely due to the latter's more systematic and more far-going
application of stabe conbrol over foreign trads, Their degree of
external dependence (measured by the value of their imports of
merchandise shown as a percentage of national income) was in the
late 193%0%s in the region of 12 per cent for France and 8 per cent

for Gemaw.zo

This dislocation experienced during the 1930!'s in foreign
trade can be illustrated by referring to Algeria., There was hardly
any prospect of this French possession, although an important trading
partner of France, being substituted for Germany after Francow-German
trade, having contracted during the Depression, contimmed ibs
dowrward trend notwithstanding recovery in Germeny. Nevertheless
as from 1933, Algeria exporied considerably more to France than did
Germany. Throughout the 1920!s, France had imported about twice as
much from Germany as from Algeria.21 Thus France had soon to face

18 Booromist, Februaxy 4th, 1939, p. 245

19 Boonomist, April 18th, 1936, pe 119,

esevefootnotes 20 & 21/
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heavy competition from her overseas territories (concurrence impériale)
and she had to realise that the promobion of colonial trade burned
out to be a mixed blessing. For instance, the influential lobby

of French agriculbural producers was afben up in arms over this

competition and it caused serious problems in home pol.:i.tics.z2

Thus the French. euphoric drive for self-sufficiency became
more and more detached from weality. It has been seen that this
was in many ways applicable to Germany as wells In foodsiuffs,
both countries reached a self-sufficiency level of about four~fifths
which is in this context of seeondery importance, sinee the erucial
point is that France was by virtue of her economic "bloc" simply
unable to make her economy complementary to those of her colonies,
as Germany was largely able to do as far as her own economic "bloc”
was concerned, Again, the case of Algeria can illustrate this when
faced with the virtually unsolvable problem of making Algerian wheat,
wine and iron-ore complementary, as far as the French home market was
concerned, Further, even when neglecting French protectionism, the
guestion remains of how, assuming no bad harvests, France would have
been able to absorb the amount of wheat that the Balkans were offering
in their export trade,

I would be wrong to assume that the reduced level of
Franco~German trade affected all commodities in the same way.
German coal exports were in the 1930's sometimes even higher than
in the 1920's, This was largely due to the fact thal France had
to import coal anyway, and in quotba agreements it was Germany who
was anxious to offer one of her few surplus raw materials, The
German foreign trade was already by 1934 in the main based on a
strictly bilateral basis =~ "Kaufe bei Deinem Kunden". (Purchase
in the country of your customer)., . The German market demand for
ray materisls doubled from 1933-~37, Despite various efforbs
towards greater aubarky, she was greatly dependent npon imports of
raw materials, The German steel production more than trebled in
those years, Thus the resulting increased demand for iron-ore,

20 survey, 1939~1946, The World in Narch 1939, ps 483.

21 Haight, op. cib., Table VIII, p, 122; Table XIIL, p. 196.

22 C.J. Gignoux, L!'Economie Francaise entre les deux Guerres,

Paris, 19429 »p. 188 fft,
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pig-iron, ebc, was responsible for a rapid recovery in the export
of such items from France and her North African possessions. This
also applied to raw materials in general, including comnodities
like fruit and wine, She was even able to increase har share on
the German market at the expense of the Tnited States and Bri'bain.23

In fact, there was at times no less tension arising oub
of Francels commercial involvement in her colonies than generally

arose between France and Germany in their trade relations,

25 Xroll, op. cibe.; pp. 703 £f,
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2, THE GERMAN CILAIM TO COILONIES

The two French Mandates, the eastern half of Togoland
and most of the Cameroons,; were economically not very important
and in the second half of the interwar period France showed sigus
of being willing to consider a revision of their status in feavour
of Germeny, if in return the latter was prepared to make
concessions as far as effectlve guarantees of France'ls security
were concerned. Thus gt times France was prepared to meet the
German claim to colonies and Ho regard these as some kind of
barter object.

When CGermany called for the reburn of her former
coluniesy she based her claim upon the economically disadvantageous
positicn she held in comparison with other colonial Powers, such
as France, since she maintained she had been deprived of her free
and unhampered access 1o raw materials., It is however
questionable whether (ermany was really at a disadvantage in ‘
comparison with France because she was not in command of a
colonial empire and whether she would have been much better off

if she had taken over her former colonies againe.

Hence it seems necessary to compare fror a purely economic
point of view the positions of Prance and Germany as regards their
actual and potential colonilal possessions respectively. TWhile we
are concerned here with the interbellum period, and while Germany’s
time as a colonial Power came to an end before our period, this
comparison must deal with Germany!s actual colonial power status
as well, Thus this time lag must be borne in mind when drawing
any conclusions. Further; it must be taken into consideration
that France was an old-established ~olonial Power, whereas Germany
was a latecomer in the field of colonisation. Neither of the
Colonizl Empires were developed Ho their full potential and here
again developrsnt has tc be seen as a function of ftime. Keeping
this in mind, a comparison will reveal some general features in
the roles of the colonies as far as these two countries were

concerneds

The French Colonial Empire wasy both in population and
arsa, roughly speaking four times bigger than that of Germany.
In comparison with Francels overseas possessions the German
colonies played an even less important role in Germeny's foreign
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trade. In 1910, imports from her colonies amounted to only

0e54 per cent of her total imports and their percentage share in
her evxport trade was Co.73. This and the large excess of
expenditure over revenue in these territories can, of course, to
a certain extent be abtributed to the comparatively short duration
of colonial rule ol Eoth Colonial Empires,; after a further stage
of economic developmenty, might have become much more important to
their mother countries, despite the fact that in many respects the
trade bebween two advanced countries such as France and Germany
offered greaber potential for expansion.

In a period of growirg discrimination in tariff policies
as were the 1930%s, the role of colonial empires changed to a very
large extent, It is true that Prance was in a more favourable
position in so far as she found it easier to exchange goods within
her own currency circles, This world of exchange restrictions
betweea the various economic blocs was, however, regarded as an
expedient which was in due course t0 be abandoned.

The arguments between the “haves" and the "have-nots"
were not primarily economic and could not be settled by logic
alone. Germany felt herself to be within her rights to ask for
the return of her former colonies, on the grounds that if the
reasons put forward as arguments for declaring her incapahble as a
colonising Power were valid, then they applied with equal force to
France .2 It was a rather weak argument to point out that the
German population in all her former colonies in 1911, was smaller
than the number of CGermans in the City of Paris., On the other
hand, France had good reason to believe that Germany, once in
possession of her former colonies, would demand more and would
aim at establishing a German "Middle Africa", which would have
included large stretches of Prench Central Africa. The arguments
for and against the need for colonies as a means of absorbing
"surplus savings", "surplus population" and trade, which however
did not always follow the flag, cannot be traced back here. In
the 1930's this was not of great importance. What did remain

1 We0o Henderson; Studies in German Colonial History, London 1962,
Pable O J3 Po 1354
Emﬂmigt, November lE‘S;h, 1936, PPs 950"'10 .

2 Pemperley, Peace Conference, ops ciley pps 86=7, 95=6 =nd 120-1.
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important were gquestions in connection with the supply of raw
materials in exchange for industrial goods.

It is understandable that many Frenchmen at that time
primarily thought in political terms. On the other hand the
German claim, made on economic grounds, was not always solely
politically motivated.s There were some sound economic reasons to
be considered here, For example, it might be worth remembering
the followings In 1934, for instance; the total imports from
former Gexrman colonies as a percentage of German imports from all

sources were for the following commodi‘i:ies:3
TABIE I
1) Phosphates 75
2) TFlax, Hemp, Sisal 63
%) Cocoa 36
4) Bananas 27
5) Tropieal Wood 22 |
6) Oil-seed, Nuts, etc. 14
7) Coffee 11

Thus it can be seen that despite the fact that Germany's
trade with her colonies would have probably increased if they had
remained German, yet for this limited range of commodities Germany
relied to no negligible extenlt on her former colonies.

It would be misleading 1o assume that the German claim to
eolonies started only in the Third Reich, From the early days of
the Weimar Republic, Germany had made it understood that she did
not regard the colonial settlement of Versailles as finale. It
was none other than Stresemann who, after Germany had joined the
Ieague of Nations, made it clear that Germany not only intended to
benefit from the principle of equal access to Mandatory Territories
which was provided for League members, but that she also reserved
her right to make future claims 10 colonies. Thus from the
official German viewpoint the Mandates were regarded as territories

under inbterrddtional supervision on a {temporary basis only. It was
again Stresemaun who realised however that an understanding

3 Reesing's, 1938, 3351 A.




with France had to come first and that only as a result of such an
wnderstanding could the colonial question be settled, and this

again only in conjunction with France.4

In the time of the Third Reich, things changed completely.
Colonial revision came 1o be regarded by Germany more and more as
a right and not as a connession; thus her former colonies had to
be refurned vnconditionslly before she was willing to discuss other
outstanding problems, such as her return %o the League of Nations
or the armaments question., France, on the other hand, insisted
that the colonial question was not to be isolated from these

iysues,

Waen Schacht visited France in 1936 and 1937, Léon Blum
showed much understaading for such German claims, and this in spite
of British criticism. However, whern the German Government did not
take up the opporbtunity for a compromise, the French Governuent
considered itself fo be justified in complaining about the German
"glacial silence”, and in completely revising its attitude in the
natter,” partiowlarly since Germsny showed no willingness to accept
the French vlew, in which the ceding of colonies to Germany was
looked upon as a barter object.

It might not be far wrong to suggest that Hitleris
ambitions were in the main directed towards Central and Eastern
Buropes He was not primarily thinking on a global scale and his
claims to colonies were 10 a certain exbent lip-service paid to
popular sentiment. He regarded colonies more as by=-producis of
expansion, which could In any case be gained by Germany after
having established a strong position on the Continent. Thal such
reasoning was bound to end in disaster one day, was partly realised
by Schacht. He, like Goering and others, thought mainly in terms
of ‘the "nation~state" (nationalstaatlich), in a typically
traditional way. It has been further suggested that Schachtls

4 Stresemsun Papers, ope citey vole 3, ppe 17-18 and 41.
5

Doce GoFoPs; series Dy vols 1, No. 71, po 118,
Sehach‘% ODs Ci"?ep Pre 378=84,
IoMoTay vOls 124 pPo 430=26



ambitions with regard to colonies were ratier "an honourable
ecc:e.am:,ric:i.‘byo"6

When meeting Ifon Blum in August, 1936, Schacht again put
forward an 0ld idea of his which he had developed as early as 1926,
He had suggested that Germany's former colonies should be
transferred to her for the purpose of economic development only.
Thus he made no claim for establishing German sovereignty over
these territories. He had also, for insiance,; developed similar
plans in connection with the discussinons ior the creation of the
Bank for Imbernational Settlements but had not been very
successful then. On the one bandy; he wanted to provide a source
of wraw materials and foodstuffs for Germany, on the other to vpen
up wmderdeveloped areas and to sbimlate their demand for
nanufactured goods. In this he wac ahead of his times,; anticipating
concepts 0 be implemented only after World War Iwog and at first
Léon Blum was prepared 0 consider the possibility of transferriﬁ
the Cameroons to Gormany for the purpose of economie development.
The French Foreign Minister, Delbos, was stimilated by such ideas
and developed his own plans, He argued that this might bring
about the "re-integration of Germany into the economy of the
Western worldso».Thus he hoped the manufacturing genius of Germeny
could be turned frow war t0 peace pu::c-poses."8

Taking inio consideration the political opportunism of
Schacht, it can s%ill be suggested that he followed along the same
lines as Delbos. His later memorandum of January Tith, 1939 now
openly indicated his opposition to the German "war economy! as it
had already developed in peace time = a war economy that he had
helped to develozga without fully realising that this entailed o

escape from wars

6 K, Feiling; The Life of Neville Chamberlain, Lopdon,; 1946,

Pe 300, quoted from Schuokel, ope Citey PPs 103wi,
He Schacht, Germpany®s Colonial Demands, Fe.A., vol. 15,
1936=37 ppo 223~34s

U Schultess?, vole 77; 19365 pe 360,
® Schmokel, opo cibe, pps 100=ls
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It can further be suggested that Schacht realised the
limited scope that the colonies would offer o German enterprise
end he also had in mind the possibility of successfully inducing
Hitler to a new orlentation in his expansionist drive. That this
was mere wishful thinking there is no doubt. At this time others
also had envisaged, o still retained the vision of manipulating
Hitlers This became not only very dangerous but proved to be a
complete failure as well,

Of particular interest is the unofficial conversation
betwesen the American Ambassador Davies to the Sovie’ Union and
Schacht on January 20th, 1937 ola At this +time Schacht?s position
was still wmchallenged, and by mid-19364 he had received
pemission from Hitler o0 take sieps towards establishing a
politicoweconomic modus vivendi with the Allies; and with France
in particular, It remains open to question how far Schachils
moves were looked upon by Hitler as only being some sort of
windowedressing.,. On the other hand it should be kept in mind
that during those years it was not yet clesx whether Hitler would
be removed from office by a Pubsch by the Wehrmacht or whether,
remaining in office, he would be induced to retreat from the stand
he had taken in Mein Kampf, In this conversation with Davies,
Schacht developed his plan for a comprehensive settlement of all
main outstanding problems. He maintained thalt he had been
authorised by his Govermment bo submit proposals to France and
Britain which, as their main objective, would be concerned with
guaranteeing Buropean peacey reducing armements and ceding
colonies to Germsny., ¥Finding France relatively co-operative he
further suggested that she should approach Britain. He urged
that a feasible plan could be developed which would restore a free

Schacht?s momerandum dealing with Germany's irresponsible
monetary policies in particular since 1938 led to his
dismissal as President of the Reichsbank. He had already
been remnved from his post as Minister for Economic Affairs
in Novembery; 1937, and Walther Funk now succeeded him in
both functions, IelbTe, vole 36, 369-EC.

O 107, voio 57, 111-L.
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flow of international trade and he suggested that President®
Roosevelt should follow up his initiative and call an international
conference in Washington for this purpose. Ambassador Davies was
most impressed by this meeting and was convinced of Schachtis
sincerity, when cabling an immediate report to Washington.

Not too muck attention should be paid to Schacht!s plea
for the restoration of free trades It had become quite
fashionable at that time fo deplore the existing state of affairs,
while arguing op the other hand that the partition of the world
irnto economic blozs was insvitable and also the answer to the
rroblems involved,

As far as a comprehensive sevilement was concerued, some
doubts in respect of the sincerity on the German side in general
must be expressed. Schacht®s Ministry for Economic Affairs
succeeded in making creative plans for Germanyls foreign policy,
but without actually Laving suy long-lasting influence on the line
telksn dn foreign affairs. In pursuing his demands Hitler exploited
hopes for the preservation of peace. France in particular was
willing ‘o make ccolonial concessions as part of an over-all
settlement and it was just this that Hitler deliberately avoided.

When Schacht visited Pardis again from May 25th =~ 29th,
1937, 3.t was already clear then, and it became even more so during
the following months, that under him the efforts of the Ministry
for Economic Affairs were increasingly being pusiied into the
backwaters by the currents of Nazi policies.

Schachtls visit was officially of a representative nature.
He was to open the German Pavilion at the International Exhibition,.
In fact this representative nature of his visit did not last very
longs He negotlatbed with +the French Minister of Commerce and
agreement was reached on all ilmportant points concerning the
Pranco=German Commercial Agreement, which was to be signed in July.
Schacht?!s Jimcheon speech of May 28th, was widely taken up in the
presss He again emphasised that Germany would be willing o
discuss apmaments and a "firm guarasntee of European peace''s This
he tied up with demands "o give a great nation a reasonable
outlet for colonial ac“bivi'by‘o"ll This might have been accepitable

R

B xeosingts, 1957, 2600 Ca
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but one great deficiency remained. Whatever goodwill might have
existed on the part of Schacht, it was not easy for the FPrench
side %o believe unreservedly in the goodwill of those on whose
behalf he was putting forward these demands,

‘Schacht®s conversation with Tfon Blum revealed on the
one hand the uneasiness in Franco=German relations, and on the
other that the French Premier, despite much diseppointment, was
51111l very anxious $o reach an understanding with Germany and to
negotiate with respect o the proposals already made by Schacht
at their previous meeting of August, 1936. This was on condition,
however, that all outstanding issues were incorporated into a
"general plan' and. that the colonial guestion was not pushed

forward on iis ownule

In his own memorsndum of this conversation, I&on Blum
expressed his basic reasoning as follows: "How can a country be
expected bo contempla*aé economic ecnventions capable of increasiné
the strength of another country which it fears may be an
aggressor ?"‘13

Thus Blum urged first of all for a political settlement,
when stating that "there is no longer any gquestion of presenting
the colonial c¢laim as a preliminary ques*bion.”14 It was Schacht
who largely recognised this French view and who drew atbention to
it in Berlin without, however, to any great exbtent influencing
German foreign policys In a rather arrogant way the
Wilhelmstrasse maintained that "German-French relations are
correc‘t';“l5 Thus it was only a matter of time before Ion Blumis
nemorandum "possessed only historical value."ls The French
Government became increasingly aware of the fact that the ideas

12 Docs GsPoPs, series Dy vole 1, No. 72, ppe 119-21.

13 Ibfi‘;ggmoﬂ 839 Pe 137,
14 Locs cite
15 Ibidey Nos 7 ps 12 (October 15th, 1957).

16 I‘bid.og NOQ 83, Po 1359
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developed by Schacht on behalf of the Reich Government were in
fact not fully, if a% all, acknowledged by the latber.t!

It would be, evasive fo blame only the lack of
communication and cowoperation between the German Ministrdes
concerned for this state of affairs. The German claims to-
colonies were misleading to those who ‘book them for granted,
wnaware of the fact that such moves did not as obviously dominate
German foreign policy as they appeared to do, but tended to
disguise rather than to reveal the real aims of Nazi Germany.

18

Nevertheless, Germany maintained again and again that
"oolonial possessions are an indispensable basis for the
economic axistence of the German people."19 Yet France was
more deeply concerned about the Italian then about the German
claim to colonies. Only at a later stage, especially after
"Wunich", did the Frerch attitude become completely uncompromising
towards Germany in this matter.zo 5

Nevertheless, it will be seen that after won
Ribbentrop?s visit to Paris, France offered in. early 1939 to
open up her portion of former Germsn colonies - the Cameroons
and eastern Togoland « to Germsn enterprise, Howevery Nazi
Germany refused to accepte This demonstrates thalh the latter

17 Marginal notation by von Neurath: "I cannot
understand how Blum or Poncet could think that this
vague conversation could serve as a basis for
negotiations." Ibide, note 7s (My emphasis).

18 3, Bennett, Hitler over Africa, London, 1939.

A.L.C. Bullock, Germany's Colonial Demands, London 1939,

19 Dogas GlFach series D, vol, l’ Ops Cltaey Nos 137, Pe 239,

2 O November 16th, 1938, the French Premier, Daladier,

declared for instance that there could be "no question of
any cession of French overseas berritory."
Eeesing's, 1938, 3351 A,
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was primarily interested in political gains and thus was not
prepared 1o substitube rights of sovereignty for economic

concessions. From this angle, the urgent economic "need" for

colonial outlets; as claimed by Nazi Germany over and over

again, becomes extremely ambiguouss

21

21

Dogs GsFePs, series Dy 1937=1945, vols 4; The.Aftermath

of Munich, October 1938 =~ Marszh 1939; Noo 391, ppe 503=4.
Notwlthstanding recovery, economis conditions in Nazi
Germany were described by The Economist as resembling those
of the inflaticn period of 1919=23, This is in line with
remarks made in part 1 of chapter II, where 1t has been
maintained that the "reparation effort! of the early 1920!s
laid a similar strain on the German economy as did the
Uarmament effort" of the late 1930!'s, On the other hand,
The Fconomist tended to overstate its point when referring

to Germany as a cowntry "miserable and underfed" and when
under-estimating the latter?s chances in the case of the
outbreak of war. Although this was partly truey it can
be interpreted as a fypical example of self-complacency
and self-deception, which was widely found in the Western
Democracies, Thus in spite of Germany®s "searcity economics"
and the relatively limited nabure of her resources
ayailable, she was still able. to fight a long war.
Bconomist, December 5thy 19365 ps 466,

Beonomisty, March 19th, 19384 ppe 620-2,

Por the limited recovery.of consumption in Germany,

see Sweezyy Opo Cltey PPe 220=4s
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3« THE ROLE OF SOUTH-EASTERN EUROPE;l

The vise of . the Third Reich produced some sors of
diplomatic revolution., Poland, Francefs ally in the East under
Marshal Pilsudski, proposed preventive military measures as early
as 1933, France rejected this and in January, 1934, Poland was
induced %o sign a ten years?! non-aggression pact with Germany.
Furthermore, the assassination of King Alexander of Yugoslavia in
October of that year and Fascism teking over in Rumania meant the
loss to France of two imporbtant allies, Ab this time, doubts as

~to the value of the Franco~Bussian pact of mubunal assistance of

May, 1935, were already being expressed and it did 1ibdtle %o
counter-balance the weakening of the French position on the Continent.
Thus the French security system was undexmined in a vital point and
only Czechoslovakia could be reliel upon. Afber the re-militarisation
of the Rhineland in March, 1936, France would have then been entitied
to inmbervene, whicn had hardly been the case in 1933, ©She lost

this opportunity and through that she also lost any confidence that
her allies on the Continent might still have had in her, This had

a stimulating effect on plamued German economic penetration into

many parts of Easbern Burope.

The repeated French atbtempts in post~war bimes to solve
the economic problems of the States of South-Eastern Burope were
bound to meet with failures France was a purchaser of their
agricultural products only to a very limited degree, depending
largely on the results of her own harvests, Her financial assistance
had been given through militaxry rather than economic considerations.
Generally speaking, French interests in the Balkans were of a
politicar nature without having a real economio basise. On the
other hand, French financial inbterests were in many cases
considerably greater than those of Gemany and this could in
particular be observed in the mining sector of Yugoslavia apd the
0il industry of Rumania, In comparison with Gexmany South-Eastern

1 The terms the Balkans and South-Bastern Burope are used
synonymously, to include Bulgaria, Greece, Hungary, Rumania,

Turkey and Yugoslavia.
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Burope was no important trading partner of France and during the
Depression, France quite often sought the solution of her sconomisc
difficulties in an "Imperial direction ,2 However, in respouse
to Germsx activities Frerch interests revived., In 19323, for
instance, she granted Bulgaria a commercial credit of 500 million

3 Her gwn financial difficulties were the main causs of

francse
her abandomment of plans o extend such credits to other Statbes.
The years 1937~39 showed increasing French activities and various
trade agreements were concluded. For example, s Franco«Yugoslav
agreement granting a measure of prefervential treaiment for certain

Yugoslav raw materdials was sighed on Februaxy 10th, 1939.

The degree of progress in French economic involvemend
did not, however, remove doubis from the minds of the Balkan
Statesmen about the prospects of having the Allies as trading
partners in time to come., In the earlier 1930%s both Britain and
France had largely departed from the markets of South-Bastern \
Burope and by this had indirectly assisted the first steps of Nazi
Germany towards planned economic penebration into these areas.
In fact the activities of France as well as of Britain were sporadioc
and were neither systematic noxr pla:rmed; Both countries were
unable, as well as unwilling, to courteract German moves adequa%ely,
thus ;'enabliilg Germen stabesmanship to erect a political structure
of German hegemony upon a previously established economic basis."4'

, When going to the Balkans in June, 1936, Schacht remained
~ and this still after the "honeymoon" visit of May, 1935, by
Goering = an "itinerate vendor". However, when Furk visited these
States in late 1938, the German position was unchallenged despite

the previous credit offers made by France and Britain.5

,2 Buropean Reactions to German Trade Policy, Survey, 1938, vol. 1, De 67s
5 Boonomish, August 6th, 1938, Ds 276. o
4 Germany's Economic Drang nach Suedosten, Survey, 1936, p. 5264
A, Basch, The Danube Basin and the German Foonomic Svhers, London,
1944, ppe 165 ff, - ‘
5 W, Treue, Das Dritte Reich und die Westmaechte auf dem Balkan,
Zur Strukbur der Aussenhandelspolitik Deubschlands, Grossbritanniens .
und FPrankreichs 193339, V£Z&, vol. 1, 1953, pps. 45-64, exy, pp. 48,
50 and 590
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Germany had succeeded in paralysing the "Little Entente”
and both Rumania and Yugoslavia openly withdrew their support from
French efforts towards a revival of this de facho dead pac"rwo In

February, 1933, the membewrs of the "Little Entente" had still tried
to re-organise themselves. At this time they founded the so~called

Pact of Rew-organisation, in order to wnify their foreign and
economic policies more closely. The Feonomist had already

stressed then that from an economic point of view this revealed
the weakness rather than the strength of the "Little Enten‘be”.7

The Danubian countries plunged deeply inbo aubarkic
experiments in the 1930's, Thus to an increasing extent their
trade became a function of existing clearing agreements, For
instance, in most cases Germany offered to take more than half the
wheat exporbs cf these counbries, offering a price about 30 per
cent above that on the world markes. TFrance was nob prepared to
compete here, since not only could her home markebs not absorb su‘.ch
large guantities, but in addition her protectionism was too.
orthodox to become actbive here, Germany on the other hand, was
willing b0 import even more than she acstually needed, In the
cage of wheat for insitance, she was prepared to sell it in ILondon
and Rotterdam below the world markel price. She made a loss only
in so far as her actual trade balance in South-Bastern Burope was
concerned, for on the other hand, she not only gained politically
but also received foreign sxchange which she urgently required.s
These German trade measures were undertaken on a very large scale
in comparison with France, However, it should be mentioned thab
taroughout 19%6/37 France relaxed import restrictions, thus
stimulating Impords ¢f wheat from Yugoslavia and petrol from
Rumania, In additicn the devaluation of the franc in September,
1936, rendered large profits on blocked accounts in these countries
and equally had stimulatbing effects. Nevertheless it should always
be kept in mind that the scope and scale of French foreign trade
9

remained limited and it was subject to various fluctuations.

6 Ipide, Dpe 55~6.

7 Boonomist, February 25th, 1933, p. 400,
8 Treue, Opas cite, PP 49«50;

7 Haight, op. cibe, pe 158.




In brief, Germany sought to achieve the benefits of
devaluation without actually devaluing, In her clearing agreemsnts
with the Balkens, she bought either atbt above world prices; or
offered special rates of exchange for the mark, Purthermore she
subsidised exports, This export btrade entailed in general a
bounty of between 40-60 per cent in order to adjust the domestioc
market price to that of the world market and in addibion to
overcome the general apathy of Gemman industry bowards export trade,
which was largely due 1o increased demand at home. Germany!s
share in the trade of the Stabtes of South~Eastern Burope, which in
1932 had stood at aboub 15+20 pex oent,lo was evenbually roughly
trebled due to this export drive, thus bringing aboub the surrender
of these States to "Gemmanyis skilful blend of patience and
pressure."ll On the other hand, Gemman invesiments remained in

comparison with France, relatively low and increased considerably

“

10 The role of Turkey as one of the oubstanding "traditional!

German trading partners hss nobt been explicitly mentioned,
Her trade with Germany developed on similax lines, and can
be regarded as largely representative, The following tables |
illustrate this,.

TABIE T
Jmpoxrts as Percentaze of Total Turkish Imports
a. From Cermany” be From Germany, Austria
i . and Czechoslovakia,
1929 1938 1938
5 47 51
TABLE II
Exvports as Percentace of Total Turkish Fxports
a. To Germany™ bs To Germany, Austria
, and Czechoslovakiae
1929 1938 1938
13 43 475

Epvelud ing Mustria and the Sudetenland. R
Source: League of Nations, World Feonomic Survev, 1338/39, pe 202.

1 Beonomist, April 1st, 1939, p..9s
BEconomist, April 22nd, 1939, p. 196.




only at the end of our.period, largely due to the territorial

expansion of the Reich.

Gemmany uwndertook obligations to promote indusitrisliisation
in these countries only relucfan‘blye There is little doubt that
her future aim was %o reduce their vole o some sort of "colonial
si:a:i:us”.l2 However, Germany was very anxious bo promote
productivity in the export sector of the Balkans and furthermore
to develop their infra-structure. For instance, during 1931,

I:Gs Farben took the lead in the development of scya bean
cultivation in Rumania and Bulgaria. About 60,000 hectares of
land in Rumania and more than 30,000 hectares in Bulgaria. were
taken over by German concerns for this purpose., However, such a
development was paritly checked mainly due to the fact that these
countries became reluctant to substitutbe Gen_x-lan products to a sHill

larger degree for those of other coun‘bries,lj

On one hand Germany
applied an indirect method of depreciation by the use of registerezl
marks, compensation marks ebcs, while orn the other she resorted to
the opposite method of fixing an artificially high exchange rate
for the Reichsmark with the currencies of the Stabes concerned.
Thus German importers could afford to offer prices well above the
world market price and the internal price level in these countries
tended to rise correspondingly. It therefore became increasingly
difficult for the States of South~Eastern Europe to compete on the
world market, which again increased their dependence on Germany.
France on the other hand, underestimated the lasting nature of the
German involvement in the Balkans, Furthemmore, she was faced
with the problem of market surpluses of her colonies and thus the
basie requisites for anything more than half«hearted action on her
part were lacking, It should be emphasised again that the French
domestic market was not in a very complemenbary position as far as
the Balkans were concerned and in addition, recovery was still

1

incomplete in France,

13 A.G,B, Figher, German Economig Policy in South-Bastern Burope,

Survey, vols 1, 1937, pp. 459~65,.€50s Ps 462,
G, Schacher, Germany Pushes South-Fast, London, 1937, pe 157,
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The States in SoutheBastern Burope had sacrificed to a
large extent thelr economic independence in favour of shorbietern
advantages, In the labe 1930fs, their combined trade with France,
Britain and the United States amounted to only about half the
figure of that with G:—a:*r:ma:a;yal5 The Angchlunas of Austria in Maxch
19%8, and the dismeumberment of Czechoslovakia gtrengthened still
further the German position. On the German side there were
various ambibtious projects envisaged and dui'i_‘t-'zg 193%9/39 special
attention was paid bo the development of the exisbting waterways.

A Reich law was passed in Mazy, 1938, which made provisions for the
conpletion of the Rhine-Main~Damibe connection by 1945, linking
the North and the Black Seas.l6

urgently demanded that "the Oder~Danube canal must be counstructed
17

. Furthermore, Goering, among others,
as soon as possible’, In line with this, German firms were to
construct a 45 kilometre canal bto bypass the Bumanian Danube bebween
Cernavoda and Consisanza.ls Thus the develomment of a German=- -
dominated Grogswirtschaltsroum from the Balbtice to the Black Sea was
baken for granted.

The way in which German influence increased in the
immediste pre~World War Two times, can be illustrated in the case
of investment of foreign capital in Yugoslavia. The Ligh share
of COzechoslovakia's capibal holdings there is of parbticular intexest,
since it indirectly represented French interests. Thus the pre-war
territorial expansion of Germany had far-reaching repercussions
beyond those amnexed territories, seriously affecting in our case
the previcous position France held in the caplial market of

Yugoslavia.l9

Y Survey, 1939-1946, The World in Mawvch, 1939, Dpe 258~67.

P, Binzig, BHloodless Invasion, German Bconomic Penetration
into the Danubian States and the Balkens, London, 19%8, passim,

©8De DPPe AT=50

15

16

Economist, lMay 14th, 1938, pp. 353«b.
Keegingls, 1938, 3185 A, See attached map.

M LT, vol. 27, 1301-5, p. 163,

18 Beonomist, June 25%h, 1938, pp. 708-9.
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TABIE T
Investment of Foreisn Capital in Yugoslavia
{(recorded on April, 15th, 1939)

(in willon dinexs)

Czechoslovakia 741
Apsgtria 366
Germany 55
Total of above 1,162
France 1,056

B

It is true, howevery that the States of South-Eastern Furope tried
as far as possible to maintain their liberty of acktion, Germany
for instance, was entitled umder the Bumanian-German Economic

Treaty of ilarch 23xrd, 1939,20’50 import oil to the wvalue of 25 per
cent of her total purchases from Rumania. This quota was already

filled by August 1939, and the Rumanian Govermment took a sband
21

against German pressure by refusing to extend it, Howevery, such
moves proved little, when remembering on the other hand thai
Rumaniza had granted far-reaching concessions %o Gemmany in the
above mentioned Treaty. The Fgonomist was not complebely wrong
when maintaining with reference to Humania, in August 1939,

that "Cz%gman comnercial control is far from being an established
fact."

rather deceptive.

On the other hand, such self-complacency was 1o be

The confrontation between France and Germany in Soubhe
Eastern Burope never really took on serious dimensions and was
largely of an indirect nature., The great advantage of Germany
was that these countries formed some sort of "nabtural" economic
hinterland for her., Thus economio penetbration became the starting
point for exerting political influence, France on the other hand,
lost more and more of her political influence in the Balkans mainly
due to the fact that the economic basis of this relationship was

19
20

League of Na i ons, World Economié Survey, 1938/39, Ps 220,
Keesingls, 1959, 3496, G

?! Boonomiat, Avgust 26th, 1939, pp. 392-3.

22 Bconomist, August 26th, 1939, p. 403.
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too small for an ambitious undertaking such as the "Little Entente",

In addition, such Franco~German confrontation as there
was, was accenbuabed by the anbagonising forces of Jifferent
politico=economic systems., The expansionist policies of the
Third Réich were imbended to establish Gemman hegemcuy on the
Buropean Continent, which was of a far greater scope than that of
French hegemony after World War One, Generally speaking, the
policies pursued by the two nations as far as underdeveloped
areas were concerned, were of a similar nature although they
differed in degree and direction. France was primarily occupied
with her Bmpire, while Gemmany?s interest lay mainly in Bastern
Buropes Thus the latter's claim to colonies was in the main
exploited for its propagandistic value, being by and large a by~
product of her expansionist drive in the Fast. This was the child
of a totalitarian ideology = Jjust as Francels colonial economic
policy was once described as being "indeed the child of the economio

. . 2
crigsis," 5

However, Francel!s policy was also the child.of
traditional French protectionism and her security policy. A
major difference hebtween the French and the German approach was
that the former was loud in advocating a policy of "systematic"
develoment without achieving much in this direction, while the
latter implemented a system of exploitation which went far beyond
what the fommer had ever advocateds Thus economically speaking,
"Great Germary" became far more of a force to be reckoned with than

did "Greater France',

Franco~German anbagonism was basically little aggravated
by their confrontation in undercdeveloped areas due to the different
degree of importance attached by each nation to the various regions,
with on the one hand, Gemmany pushing south-eastward and France,
despite some counter-moves, retreating, while on the other hand
there were strong French moves in an "Imperial direction", undes
the envious eye of Gexmany, declaiming the "robbing" of her
colonies. Nevertheless, despite these conflicting interests,
and prevailing distrust, only a few open clashes resulted.

It will be shown in the following chapter that resulting

25 Feonomigt, June 13thy 1936, ps 594.
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from the visit of von Ribbentrop o Paris in December, 1938, large-
scale co~operation such as the construction of roads and bridges in
the Balkans, was envisaged between the two Powers, However, the
preiudes to another war cancelled oub any prospects foxr the

realisation of such plans,




CHAPTER VII

THE UNSUCCESSFUL MOVES TOWARDS A MUTUAL UNDERSTANDING.
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In the late 1930%'s,; the horizon was clouded by the
increasing tension inm the political field and in the face of this,
economic relations remained comparatively unstrained. As a major
gonsegueace of the Commercisl Agreement of 1937, the previously
sbrong degree of antagonism ia the economic field became mcderated
while still remaining distinet. A similar easing of tension was
seen ten years earlier with the signing of the Commercial
Ageoeenment of 1927, At that time, the absence of ideologzical strain
meant that the generally extreme antagonisn of the posi-war years
was gradually reduced as from the conclusion of the Dawes Plan until
i% reached a moderate degree after the Agreement of 1927, Thus the
ideologicel sirain of the 1930°s, due to the emergence of the Third
Reich and the general resorting to protectionism in response to fThe
world ecomom’s crisis and ifts consequences, maintained the degree of
economic antagonism after the events of 1937; at a higher leveli than

was the case in 1927,

o

This generalisation indicates the main currents running .
through the imberwar period and in particular illustrates the all-
embracing interdependence of the political and the economic fields.

The events in comnection with the remilitarisation of the
Rhineland made it evident not only that Hitler had succeeded in his
greatest gz—a.rzlblt—:‘,i,1 but also that Prancels position in Burope had
become undermined in more than one respect. She realised her
weakness in the political and economic field and the social reforms
as undertaken by the Popular Front were little inducement for the
development of new strength for the French nation. In Germany,
public opinion was the opirion of the Ministry of Propaganda, while
in France the freedom of the press led to the expression of bitterly
divided views as regards the German challenge. An ironic reversal
of former constellations developed in Prance. The demand for
resistance came chiefly from the Left; whereas that for appeasement
chiefly came from the Right, Prance found herself in a posifion
wnere she was allied to Czechoslovakia, who in turn felt nerself
threatened by Poland; France wes furthermore allied to Poland,
who again felt herself threatened by hussia, thus completing the

l‘Oobban, ope Cibsy po 168:
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vicious eircle, Stace ¥Fmance was also allied to Hussia, In addition,
Germany stood in the centre of this vicious circle and by her
militant policy was threatening to break up this precarious balance.
Out of this, two main currents of public opinion emerged in France

~ one which considered it essential that France should comply with
her obligations to her Bastern-BEuropean allies, and the other which
advocated liquidating any engagements in this direction and confining
France to the development of her Colonial Fupire, in order to
strengthen her position in the West.z

The latber reasonding can be.illustrated by the attitude
of the former French Premier Pierre E, Flandin, who for instance,
advocated in July 1938, in & very forceful way a modus wivendi with
Germany, He stressed here the interdependence of politics and
economics, and meintained that encouragement of German expansion
along the Danube oould keep her occupied in an area where no vital .
French inberests were at stake, On the other hand, such an offer
of divided "spheres of interest” could be regarded as a barter
object, in oxder to meke Germary drop her colonial claims at least
implicitly., Thus Flandin argued that this would keep Germany away
from the French Empire and allow the latber to develop as a
"hinterland" for France similar to South~Egstern Furope in respeci
to Germany, Such plans were of course to a large extent the
outcome of a rather opportunist way of thinking and lacked a full
understanding of Nazi expansionist policies as shown by the
following remaxrks made by Flandin.3

It was not even certain any longer that the combined

forces of France and Greabt Britain....could overcome

the Wehrmachk. Thus the most elementary prudence

would have made it advisable to France to review her

commitments in Burope,

One can interpret Flandin's attitude in 1938 as bypical
of an inclination towards appeasement, which was in the main due
to the realisation of Francels own weakness, I} is in this conbtext
interesting to note that the French Colonial Empire was regarded in

various ciroles as a "sphere of interest" that was bo offer in its

2 French Opinion, Survey, 1938, vol, 2, pp. 172=6,

. M—ﬁ’, 'Vol, ’3’ NO. 385, P. 365’ h 4
3 2, B, Flandin, Politlue Frengalse 1919-1940, Paris, 1947, p. 260,
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potential a solution o all the problems of metropolitan France.
This Prench drive towards colonial expansion hardly entered the
"take-off" stage. Nevertheless, it tended to emphasise the
isolation which Prance experienced especially after the Munich
Conference and which was not to te at all "splendid". The
eoaasequences of maintaining on one hand obligations towards
Eastern Burcope, and on the other conceding to Germany more and
morey at least tacitly, a "free hand in the east",4 were H0 be
fatal. This contradiction in itself had sooner or later to
result either in a tobal enllapse of the post~1919 established
order in Burope or in another world war. On the cne hand, it is
easy to blame the weakness of the political leaders of France
when comparing them for instence, with Poincaré, whilz on the
other, it should be kept in mind that they had to Fface up to the
heritage of the latter and to realise that FPrarce must adapt
hersel? to the existing balance of power on the Continent. The
tragedy about it is that this realisation came too late and it
was mainly that artificial and precarious post-war balance which
was responsible for the rise of Hitler and the destruction of the

raison d'8tre of Europe as a whole,”

The French Sel’osvisvez-stauenﬁn:i..e;6 was conditioned by the
experience of the years 1870/71 and 1914/18, She realised the

potential danger of being invaded again. On the German sidse,

everything was avoidad that might give the impression that the
German expansionist drive was directly aimed at Fraglce. As long
@3 France did not enter into a war against Germany there was no
danger of British interference, as far as German adventures in

Central and Bastern Burope were concerned, (German propaganda

4 French aud British Reactions. to the Destruction of

Czechoslovakia, Survey, 1939-1946, The Eve of the War 1939, p. 31.

> L, Dehio, Germany and World Politics in the Twentieth Century,

London, 1959, ppe 109«»2_’3.

6 Selbstverstaendnis in our context may be translated as

"politico~economic sgelf-realisation', See ibides Ps 38

Ses also letier to the author by Professor J.H.Ws Rosteutscher

(Cepe Town), dated May 30th, 1968, sugzesting hereby "insight
? 9 9

into one's own self', i.e, 'mational consciousness",
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exploited the fact that at least up to mid-March, 1939, there was
no consistency in the French policies towards Germany. France
could not count on the readiness of a large Byritish army in the
case of war with Germany, nor did the strong position of the French
Communist Party make it advisable to take prima facie a stand
against the anti-Commmnict regime in Germany, this despite the fact
that the French bourgeois should have been rather shocked by
political measures applied in Germany, where a Cormmmnist-phobiz
competed well with Communist practices in s2tting up a totalitarian
regime, Butbt France becams increasingly anxious to come t6 an
waderstanding with Germany and to save as much as possible of her
severely damaged post-war position.

Awareness of hsr weakened position led France to accepd
Germany's forceful moves far the revision of the "system of
Versailles”, The Anschluss no longer carried with it the aanger
of war, as threatened py Briand at the time of the Ausiro-German ,
customs union project. Trance's lack of security and Germany's
further weakened position on the international scene after the
Anschlusg, resulted in the readiness nf both sides to compromise.
Thus the actual event of the Anschluss was condoned by an agreement
reachied in August 1938, supplementary to the Commercial Agreement of
1937. By this, interest payments on the Austrian debis were
settled, the rights of the holders of Young Loans were safeguarded
and detailed arrangements were made concerning Cermany's trade with
French colonies. Although on the one hand this was a sound
compromise, on the other it reflected the prevailing defeatist mood
of appeasement in both France and Britain,

The policy of appeasement found its culmination at the
Munich Conference. The subsequent Hitler-Chamberlain declaration
of September 30th, 19%8, made France feel herself isolated. On
one hand, she pressed for definite guarantees of the new frontiers
of Czechoslovakia, on the other, she tacitly accepted the German
view that those areas were lying within the German "sphere of
interest", and urged Germeny to conclude some sort of Franco~
German peace declaration, At the time of the "Sudeten Crisis™
Georges Bomnet,the French Foreign Minister, went so far as to

emphesise in a conversation with Coumt Welczeck, the German
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Ambassador in France; that he and Edmond Daladier, the French
Premier, "were sincere admirers of the Fuehrer in spite of the loss

to0 French presbtige due tc his pf:i!.ic:}n."7

. Bonnet was regarded 2s representative of authoritative
economic circles (massgebande er'bschaftsla*eise)s and it can be
suggested that partly due te his influence there was a turn towards
the solubtion of outsianding economic problems between the two
countries, However, various groups within French industry met
such moves with cbertain reservations, although this was mainly out

of their own fears of German competition.

We are not particularly concerned with the joint Franco-
German peace declaralion of December 6th, 1938 as such, but more
with its repercussions in the economic field.9 Because of these
repercugsions some remarks about the genesis of this declaration
seem to be necessary. ?

It was Frangols—Poncet who was mainly responsible for
drafting plans for this declaration. At his farewell visit to
Hitler of October 18th, 1938, he found the latier prepared to
accept this as a means of settling differences between France and
Germany, Poncet¥s activities here can be regarded as virtually
his last political act before leaving Berlin to become French
Anmbassador in Rcme, He was, however, aware of the limited scope
of such an undsrtaking, unlike Bonnet who later was not fully to
recognise this.

By October 25th, 1938, Count Welczeck had already been
informeé from Berlin that the Y"Franco-German discussions are now

7 Doce G.F.P., series D, 1937-1945, vol. 2, Germany and

Czechoslovakia, 1937-1938, No, 422, p, 683,
® Ivid., No. 144, p. 254.

9 Ibid. vole 4, The Aftermath of Munich, October 1938 - March
1939, No. 369, ps 470,
Keesing!s, 1938, 3357 B..
W, Bussmann, Bin deutsch-franzoesischer Verstaendigungsvarsuch
vom 6.,12,1938, Nachrichten der Akademie der Wissenschaften,
Goettingen, 1953, pp. 47-76,
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beginning to take sha.pe.”lo By November Tth both sides were in
general agreement and Cownt Welczeck reported Bonnet!s spontbaneous
words from Paris, that "a Franco-German rapprochement would mean
the fulfilment of his life's dream.”'l . This is not the place o
discuss how’ far this was self-deception, Finally, this euphory
reached its colimax in the visit of von Ribbenirop to Paris on
December 6th, 19%8, where he and Bonnet met to sign the peace
declaration, Such an euphory was not shared by many. The
Economist described the whole affair rather accurately when
referring to the. "almost obbtrusive unobirusiveness" of the Gemman
Foreign M:i.nister.lz In fact, future events proved that this
declaration was soon fo.become insignificant in ibs impact on
Franco~German relations, DBesides general and rather vague
provisions dealing with the maintenance of peace in Europe, the
agreament under point two, from the French point of view, resembled
the German concessions made at Locarno where both sides recognised -
the existing frontier between them ("aucune question d'ordre
territorial ne reste en suspens.") How far Germany was in fach
sincere in this matter was to be revealed by fubture events. This
ambiguity is seen again in the Hitler speech of Januwary 30th, 1939,
where he declared: ."Gemmany has no berritorial claims against
either country (i.,e., France and Britain) except colonies," >
Flandin however, expresses the reservations held by many when he
maintains in his book published after the war, in 1947, that the
visit of von Ribbenbrop was as such a failure, referring especially
to the dismissal of Schacht in January, 1939, He claims that ab
this stage he already regarded the war as unavoidable., He was
not wrong, but for him to see this oub of the post-World War Two

10 DOQ: Gan?o, VO:L-‘A-, OP» Ci'bvy Yo, 3459 P» 4410

Tbide, Mo, 347, De 446.
12 Eeonomist, December 10th, 1938, p. 522, Count Welczeck
described Ribbentrop'!s behaviour in Paris as "ecompletely

pathological? - Elizabeth Wiskemann, The Rome-Berlin Axis,
Iondon, revised editicn, 1966, p, 160.

11

13 Reesinats, 1939, 3426.
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perspective remains only a somewhat late insight into the ;problems.m

The main barrier, as far as an approach towards an
understanding through this peace declarabion was concerned, arose
out of the fact that both sides interpreted it in different ways.
In ;pa:r'cicuiar the conversations held between Bonnet and von
Ribbentrop in Paris later led to much controversy. The "under-
standing" was definitely a misunderstanding especially as far as
Bastern Burope was concerned, The broadcast sbatement by von
Ribbentrop after the signing of the declaration made this gquite
¢lear, when he pointed out that agreement had been reached "Ho
open the road to reciprocal recognition and consideration of their
vital national interests."15 This meant in Nazi jJargon nothing
bub full recognition of Germany's embitions. On the other hand,
the declaration reads that there was "due account being taken of
their (i.e. France and Germany) particular relations with other
Powers.”16 These contradictions were ignored at that time and “
each side was pleased to feel its own position secured, albeit
mistakenly.,

The political conbents of the peace declaratlon should
not conceal the special emphasis given by von Ribbentrop and Bonned
10 economic problems during their conversations on the day of the
signing of the declaration. For instance, Bonmeit was particularly
concerned with a general increase in the exchange of goods between
the two countries and with the conclusion of an agreement on
tourism, while von Ribbentrop hoped especially to promote German
exports to France and to extend German trade relations with French

17
paragraph dealing with economic problems. It was finally struck

colonies, Originally the declaration was supposed to have z

1 Plandin, op. cite, Dpe 295<6.

15 Keosingts, 1938, 3357 B.
16

17

LOO‘ cit.

D GL.F F,, vol, 4’ OPs» Cit., No. 370, PDs 471‘7.
The Franco~German Declaration of 6th December, 1938 and the
Economic Negotiations between the Western Powers and Germany,

Survey, 1938, vol. 3, Dpe. 172-204,
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out so as not to make it too long., Thus technical reasons were
responsible for this, although it did not influence the substance
of the dealings,

Affer a long time, the economic sphere had now received
a greab impebtus and far-reaching plans were inaugurated,

In their conversationsthe two Foreign Ministers had
agreed that they would do "everything possible to facilitate mutual

tz-ade".le

The next day, Franco-German economic discussions
commenced in accordance with the line to bé taken in the economic
sphere as agreed upon by the Ministers the 'da.y before, Germany
was represented by Ministerialdirektor Wiehl and von Campe, the
Commercial Counsellor at the German Embassy, and France by Director
Count de la Baume and the Head of the Commercial Relations
Department at the Quai d4'Orsay, Delenda,

The main topics, which were discussed there, can be
sumarised as followss='?
l. Methods of increasing imporbts of German goods to France,
2¢ Methods of increasing imports of French goods to Germany.
3¢ Promotion of agreements between individual groups in the two

counbries,
4 Promotion of German trade with the French colonies.
5« Promotion of tourism bedween the two countries.
6. Economic co-operation between France and Germany in other

countries,

This covered a wide range of problems and both sides
agreed to proceed step by steps Thus the conversation was inbended
to clarify the various points of view before trying at a later stage
to reconeile the mubual wishes and proposals. The main obstacle
for a revival and extension of Franco-~German trade was, however, the
s+ill incomplete recovery of the French sconomy. Nevertheless it
was agreed to make a start with a betber adjustment of the French
import gquotas fo changed economic conditions. It seemed a matber
of urgency to assure a better ubilisation of the guotas opened by

18 Doce GeFePe, series D, vols 44 Ope cite, Nos 370, pe 471

19 1via., Fo. 371, pp. 477-81.
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France to Germany. Due to the shifting of French demand and
changes in the overall economic conditions, only 552 million francs
out of a total of 825 million francs of the industrial guotas
allotted in 1938 by France to Gemnany were utilised,2C On the
other hand, many of the quotas available were complebely inadequate
to meet the French demand for certain goods, particularly in the
case of agrioultucal and textile machinery, Furthermore, an
inorease in the market share for French goods in Germany was largely
dependent on France's ability and willingness to import more German
goods., The French side was here prepared to make the "heavy
sacrifice” of importing Germen industrial goods on a larger scale,
but she expected a reciproocal gesture from Germany in imporbing
more of France'!s surplus agricultural produce., The French
representatives expressed their surprise that Germany had made
little or no use of existing facilities for barbter transactions
with the French colonies and in parbicular of available credit '
faeilities for such transactions as agreed upon in the Franco-
German Commercial Agreement of 1937 as amended, The German
representatives held up against this the various obstacles which
had been involved., Despite the co=operative attitude of the
French Ministry of Colonies, a sirong resistance by French indusizy
had developed agzinst Gexman products destined for French colonies
and such a resistance was strengthened by the support and protection
exercised by overseas colonial authorities, This again illustrates
the divergence between lebtter and spirit of the Commercial Agreement
of 1937 and in addition, it reveals the gap between the theories
developed at the conference table and the actual outcome. The
French side proved to be very oo—operatlve and not only promised

0 go into the matbter of these obstacles but even considered
inviting German firms to participate in the develomment of laxge
public underbakings in the French colonies., In addition,
co~operation in large~scale projects in South America, Africa and
South-Eastern Burope was envisaged, In this comnection special
reference was made for instanece, to large~scale road and bridge
construction in the Balkans, to the building of railways in Africa,
and to the development of ports in both Africa and South America,

20 11d., No. 398, De 512.
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Such far-going co~operabtion would have been more economically
profitable for both sides and would have also tended to reduce
Franco-German antagonism with respect to third countries.

The conversation referred to above was followed by
various su};sequen't contacts between both Governmment officials and
industrialists from each side., Thisconversation of December Tth
remained the main basis and it was not before Pebruaxry that further
detailed plans were put forward, On Jamary 30th, 1939, the sixth
awtiversary of his coming to powery, Hitler was bo deliver his
traditional speech, an event which was looked upon with mixed
feelings, Under the shadow of fear that this speech would bring
about a further escalation in German militant demends, the Stock ,
Exchange Markets of London, Paris and New York reacted in anticipation
of things to come by an alarming fall in prices., The Hitler speech |
proved, however, to be comparatively conciliatory and was consequently
followed by 2 similar rapid upward movement of prices on the Stock ‘
Ebcchar:ges.21 This new confidence in the fubure also favourably
influenced FrancoeGemman economic contacts and many people were
prepared o ignore what The Fconomist already took for granted
when maintaining: "Germany's neighbourSesee.can no longer be lulled

22

by a speech, even one full of the fairest promises,” The renewed

%! Boononist, Pebruary 4th, 1939, De 234s

22 Ibid., pPe 235, Hitler: "The assertion that National-Socialist

Germany will in the near fubure attack or divide up North or South
America, Australia, China or even the Netherlands..s.need only
be complemented by the prophecy that after this we have the
intention to occupy immediztely the moorlesssThe objection that
colonies are a worthless asset is self-contradictory. The
objeotion that Germany would use colonies for the purpose of
building up strategic positions is tantamount to a denial of
general rights, We do not need colonies for strategic purposes
ssselThe denial of colonies forces us to seek national self-
sufficiency.s.ssThere are no differences between England and
Germany....The same applies to France," (My emphasis) -
Keesing's, 1939, 3428, In the French press, the Hitler speech
was in general received with certain relief, bubt a high degree

vessslOOtNOLE 22 contimmed/
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Franco~German discussions were conbinued with greater vigour and on
February 21st von Campe reported to Berlin that "la Baume received
our suggestions in a parbicularly eager and accommodating manner
esssla Baume told me the Fuehrer's great speech had aroused deep
interest among leading French statesmen.”23 This readiness to
co~operate can again be illustrated by the fact that Daladier gave
instructions that the programme for further Franco-German economic
conversations should "be drawn up under his personal ,g,'u:i.dlzm«ce."24
Purthermore, a Centre Fconomigue Franco-Allemand was set up with

the encouragement of Bonnet on February 28th, This Agency was
formed in order to promote economic relations between the two
countries in a practical manner., Its leading figures were various
well-known members of the French Parliament and the Presidents of

the larger French Chambers of Commerce, Of a particularly promising
nature were plans to establish Franco-German syndicates for the
economic development of the French colonial territories. On one °
hand, this would have served Germany's needs for raw materials and
on the other, it would have engured a rapid rate of economic growbh
in those territories, which again would have been profitable for
France, It should be noted however, that the opposition in French
- industrial circles remained fairly strong, particularly due bo fears

of having to face up to competition by German industzy.25

There were two points where cerbain reservations were

made on the German side without, however, seriously affecting

22 Continued
of apprehension remained - Le Tempg: "Things remain as they are,
This means that, if one must continue to be vigilant and take all
the necessary precaubtions against the eventuality of the worst
happening, the door remains open for the policy of consultation
and negotiation initiated at the conclusion of the Munich
conference." = Keesing's, 1939, 3429.

23 Doc, GeFsPe, series D, vol, 4, ope. cit., No. 388, pp. 498=9.

24 bid., Yo, 383, p. 499.

25 Ibidcg No, 3881 P 5003
Ibida, No. 391, pe 504,
]:bido, No. 393, P 5060
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progress towards agreemend, TFirstly, she made objeotions o
economic co=operabion in the Mandated Territories since such a
co~operaiion, in the event of further German colonial demands, would
have made it easier for France to refuse these demands on the grounds
that Germany had always demanded economic outlets professing her
willingness %o give up her rights of sovereignty, and since her .
economic participation in Mandated Territories was now envisaged,
further demands for colonies would have been unjustified from the
French point of view, This again illusirates the ambiguous character
of the German claim to colonies, In addition, the German
representatives reserved thelr right fto refuse the offer made by
France to co-operate with Germany in Spain, After the final success
of General Franco in the Spanish Civil War, powerful economic
pressure groups in France had demanded a speedy restoration of
normal relations with Spain, in owrder not to lose all standing on
the Spanish démestic markes, Germany became rather suspicious of .
the French offer, since she might have oompromised herself and might
have been abused by France who had changed her attitude towards
Spain out of purely financial reasons, However, German and French
interests were in this case of a complementary nature, In a
memorandum von Campe expressed this as follows :26

Germany has her good relations with the Franco

Government to offer, her technicians already

installed there, and the existing organisations;

France on the other hand, would have long~-term

credits in foreign exchange to place at its disposal

and, if necessary, also labour.

Thus everything looked very promising and on March 10th,
1939, an agreement was even signed on the inclusion of the Sudetenland
in Franco-German commercial agreements.27 It seemed that the all-
important prerequisites for the sthart of a new era of Franco-Gexrman
economic collaboration had been established, Finally, on March 1l1th,
28

They

were the outcome of the preliminary negotiations which had begun with
the von Ribbentwop visit., Thus tha feundation was 18id for a

the "first concrete proposals” were presented to the Reich.

26 Thid,, Nos 389, pe 50L.

2T Ibids, Nou 397, pe 509

28 Thid., No. 398, pe 510.
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comprehensive settlement, Final negotiations between the two

Govermments and industrialists under govermmental supervision were

soon to commence in order to come to definite agreements, and Ho

reach at least a first stage of co~-operation, For insbance, plans
were already drawn up for the carrying out of the following projects:zg

1, Joint exploitation of the Conakry iron-ore deposits.

2. Joint exploitation of wmbrells trees for the production of
pulp for paper making,

% German supplies for operating the Imini manganese mine in
Morocco,

4, Collaboration betwsen the Sogiété Francaise de Chatilion
Commentry and the Vereinicte Stahlwerke for the supplying by
Germary of 10 million francs'! worth of machines and tools for
eguipping the Halouze (Oxne) iron mine, in exchange for
deliveries of iron-ore,

5 Joint exploitation of patents and industrial processes.

A1l was brought to 2 sudden end through the annexation of
the rest of Czechoslovakia by Germany on March 15th, 1939, transforming
her into a German Protectorate.'% This was a clear violation of the
Munich Agreement and for the first time Hitler could not claim that
he was only aiming et a revision of the gtatus guo as conbained in
the Versailles Peace Settlement, in order to unite the German peoples
in Central Burope, This time it was nothing but an ag’s of aggression

and an ulbimate challenge to the Western :{’Jenmc'ﬁr:bc::les.3 *

After the Ansghluss and "Munich", fox the third time
Daladier was voted plenary powers on March 18%h, 1939.32 The mos$
significant measures taken were those for the mobilisation of Francel!s
egonomic energies, For the first time for many years, reforms could

29 Tvid,, Fo. 398, ps 512.

3 Keeging's, 1939, 3484-92.

See attached map, Keesinz's, 1939, 3484 A,

31 French and.British Reactions to the Destruction of Czechoslovakia,

Survey, op. cit., pp. 26-34,

52 Keesing's, 1939, 3491 B,
Ecgngm;_'st, March 25th, 1939, D 607,
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be undertaken which had been blocked by electoral interests.
This manifestation of authority had repercussions also on the
mongtary sector.s During this crisis, the franc remained fairly
stable and further, there was no automatic flight of eapital, as

there had been during proevious crisess.33

These were encouraging
signs which nevertheless came rather late. They did little to

discourage Hitler in his expansionist drive.

Due to the events of March 15th, Franco-German trade
talks that had been in progress in Berlin were broken up on
March 2ist. It would be wrong to assume that Franco-German
economic relations were paralysed by these evenits, but hopes for any
econcmic collaboration which had been so promising were largely
abandoned. Nothing remained of the Franco-German peace declaration
of December 6th, 1938, which in any case had nourished only false |
hopes and deceived many. The "new plan” of Paul Reynaud, then ’
Minister of Financey now brought a war economy to Prance as well.
Nevertheless, Franco-German commercial negotiations were taken up
again and on June 30th, 1939 the Commercial Agreement of 1937 was
renewed for another year. It is inieresting to note that the
Agroement Included the Bohemian - Moravian Reich Protectorate..34
This clearly illustrates how pragmatic attitudes remained despite
increasing political tension, and it might not be wrong to suggest
here that in this almost hopeless state of international affairs
hope still prevailed, although the hopes for large-scale co=-operation
in the esconomic sphere, which had run high a few months earlier, could
not escape being erocded by mounting antagonism in the political sphers,
which was to culminate in the outbreak of the Second World War.

33 1pid., p. 613.
3 Keesings, 1939, 3663 C.




EPILOGUE

When locking over +the whole of the period it can be observed
that the illusion of security and national hubris were fatal
barrieré to any substantial economie or political co-operation.
The struggle for hegenony on the Continent was bound to be fought
to the finish in a most excessive and tragical way. EBurope again
emerged out of its ruins, Teduced to a secondary role between two

gizantic World Powers,

The experience of two world wars had to be endured before
European common ssuse could itake the lsad, Recovery was painful,
but this time not completely in vain, The era of the Common
Market opencd up a fresh beginning, with new and better prospects.
The share of Franco-German trade in the total trade of both
countries roughly speaking doubled, in comparison with the best -
times of the interwar period. The following tables indicate this:

PRAWNCO=GERMAN TRADE (1966)
TABLE I

As percentages of France's
total

Imperds from Germany EBxports to Germany

19.2 19,3
TABTE I1

As percentages of Germany's
tetal

Imports from France Exports to France
11.9 11.4

,The years 194566 represent a post-World War periocd of
twenty~one years, during which it became a commonly accepbed fact
vhat, economically speaking, the drive towards "high masse
comsumpbilon” should be substituted for the drive btowards wary
unlike the end of the twenbty-one year period following on from
Wearld War Oue, when the two nations were driven into another war
and the economic well-being of Burope as a whole was %o be

sacrificed again.

By 1939, the Peace Treaty of Versailles had vanished into
a ubopian dream. The interbellum period became the armistice of
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another Thirty Years War., In the first decade the reparation
problem overshadowed everything and made any real peace settlement
illusionary. The late 1920's seemed to promise the emergence of

an era of stability, bubl the Depression revealed finally the true
gtate of affairs and the 1930's retbairied these unbalanced condibions,

Both France and Germany held the key for either peace or
wary The tragedy is that they falled to foresee the dinevitable
consequences of their irresponsible policies in Burope. At various
times the economic sphere offered many opporbunities fox making at
least a beginning towards reaching mutual understanding, Quite
often more than just a begimming was made, Unfortunately the
limited socope. for such moves and the changes in both leadership and
economic well~being made it impossible to reach the actual "iake-off"
stage and thus the viecious cirecle of "failure and maladjustment” was
verpetuated,

-

The question arises of whether a parallel can be drawn
with the genseral shift in the balance of political and economic
power westward to the United States in World War One and later
eastward o Russia in World War Two. In comparison, the shift in
power between France and Germany was not lasting, After World
War One, France improved her position ot the expense of Gexmany in
an effort to establish herself as the leading Power in Europe.
Notwithsbanding the differences in economic potential between the
two countries, there was a marked shift in the raw material resources
available and the basis of Germen heavy industry, her so-called A
Rohstoffbasis, was greatly reduced, especially with regard to iron-
ore, Historical experience shows that both countries gained and
lost to a similar degree and at the end of our period Germany,
after having built up a new powerful position, lost it both
politically and economically speaking, After World War Two,

Prance, again on the side of the vicbors, maintained her raw material
basis, whilst Germany was faced with an even more complete defeab
and her raw material basis was reduced to an even greater extent
than after World War One and this time permanently., Despite this,
she managed to make a surprising recovery and two decades after the
war, she had regained in many respects the role of leading economic
Power in Burope which she had enjoyed before World War One, This
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was notwithstanding Francels comparatively advantageous position,
gince she had not been faced with a permanently reduced economic
basis,

Thus neither nation!s drive for hegemony had proved to be
successful, The experience of two world wars and their economio
consequences had laid the foundation for a new beginning, which

openied the way to mutual prosperity through economic integration in
Burope.
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APPENDIX A

Pranco~German Trade
1. Germany
2o, Frauce

1, Yote Circulation Index
2, BExnhange Rate (Berlin)
3, Cost of Living Index
Industrial Production Index
1, Germany

2, TFrance

Summary of Reparations

The World Economy

The Buhrwlorraine-Chammel Unit (Mep IV)

Sovrces
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I. Franco-German Trade

1. Germany
(Special %rade with France in million BM)

German As Percentage (rerman Ag Percentage

Imports  of Tobel Exports  of Total

From Impoxrts Into Exports

France France
1913 583 542 790 ToT
1923 247 4,0 183 340
1924 812 8,7 184 2,8
1925 691 543 539 6.8
1926 517 4,9 T12 6.8
1927 1,009 7.0 642 5.9
1928 962 6.9 809 546
1929 844 6.3 1,077 8,0
1930 683 6.6 1,318 11,0
1931 454 647 973 10,1
1932 279 6,0 572 10,0
1933 500 Tol 479 9.8
1934 177 4,0 282 6.8
1935 154 3.7 253 549
1936 99 2,3 255 503
1937 156 249 313 503
1838 144 2.6 217 4ol
1939 .. 78 1.6 129 2.5

N:Bs As from 1925, German reparation deliveriss in kind are
included in German expord figures.




2, ZFrance
(Special trade with Germany in million francs)

French As Percentage French As Percentage

- Imports of Total Exports of Total
From Imports into Exports
Germany Germany
1913 1,069 12,7 .867 12,6
1919 755 2,1 1,560 13.1
1920 2,668 5.4 1,502 546
1921 2,615 11.5 1,877 9.5
1922 1,446 544 1,970 9¢2
1923 1,174 346 1,080 365
1924 2,051 5.1 39959 943
1925 2,346 563 3,833 842
1926 4,925 8.3 4,384 Ted
1927 4,170 749 6,630 12,0
1928 5,004 943 54623 10.8
1929 6,613 11l.4 44743 945
1930 72937 15.1 44155 9.7
1931 6,142 14.6 2,749 9.0
1932 3,613 12,1 1,699 8.6
1933 3,037 10.7 1,714 9.3
1934 2,226 OeT 1,989 11,2
1935 1,738 8.3 1,051 6.8
1936 1,774 7.0 666 4,3
1937 39249 iy 1,565 5.9
1938 3,153 649 1,851 6.1

1939 2,089 4.8 1,036 343




II.
1, Note Civculation Index 2, Exchange Rate (Berlin)
(My own calculation) (100 francs = x RM)’
Germany France _
1713 100 100 81,3
2918 503 433 -
1919 760 533 -
192¢ 1,230 541 435.9
1921 - - TT7+6
1922 - - 28,730.0 (Oct.)
1923 37 millions 661 181,0 milliards (Oct,)
1924 7L 710 22,1
1925 86 872 20,1
1926 96 917 15.7
1927 104 985 16.5
1928 109 1,090 1644
1929 109 1,185 16.5
1930 105 1,330 16.5
1931 110 1,461 1645
1932 93 1,450 16,6
1933 94 1,411 16,5
1934 99 1,432 16.5
1935 105 1,412 16.4
1936 115 1,530 15,2
1937 123% 1,596 10,1

1938 171 1,398 742




S

Cost of Livi

1913/14
1920
19521
1922
1923
1924
1925
1926
1927
1928
1929

1930
1931
1932
1933
1934
1935
1936
1937
1938

Index

Germany France
Bage: 191 = 100
100 100
- 342
- 309
- 29¢€
- 354
128 369
140 400
141 505
148 514
152 519
154 555
Bage: 1929 = 100
96 105
88 102
T8 95
7 94
19 93
80 87
81 91
-~ 81 111
82 126
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JII, Indugtrdal Production Index

1924
1925
1526
1927
1928
1929
153C
1931
1932
1933
1934
1935
19%6
1937
1938

1913
1924
1925
1926
1927
1928
1929
1930
1931

1. Germany Base:

1928 = 100

General Index Producers! Goods

69 -
(] 80
77 79
97 96
100 100
01 103
89 86
13 61
59 46
66 54
83 11
96 99
107 113
117 126
125 136
2, France _
a) Bases 1913 = 100
General Tndex | Boginecering
100 100
109 123
108 115
126 132
110 114
127 138
139 157
140 157
124 136

Consumersg! Goods

77
73
99
300
99
95
90
18
83
93
91
98
103
107

‘Textiles

100
88
91
97
89
29
92
85
7L




1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938

-:209&

b) Base: 1928 = 100
General Index

100
109
18
94
78
88
82
9
85
89
83

ine
100
110

Lextiles

100
100
94
80
T4
89
78
80
86
88

84




No Summary of Reparations

German Fvaluation Evaluation by

Beparation
Commission
(ia milliard goldmarks)
1. Up 1o Dawes Plan 40,7 847
2. During Ocoupabion of ' ’
. the Ruhz District 1.4 0.9
3o  Under Dawes Plan 8.0 Tob
4, Under Young Plan 3.l 2.8
5342 20,0
e German
"internal services i4.5 0.8
Total 67.7 20.8

~

Receipts of France (September 1, 1924 - June 30, 1931)
(in milliard goldmarks)

1, TUnder Dawes Plan 349
2. TUnder Young Plan 1.5

3. Proceeds of Young )
Plan Loan 0.6
Total 6,0

Sources: F. Inetge, Deutsche Sozial- und Wirtschafisgeschichte,
Berlin-Heidelberg-lew York, Zrd edition, 1966, ps 541,..
Friedensburg, Die Weimarsr Republik, ops oit., pp. 103=5,
Clough and Cole, ope citsy, Do TH0s
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V. The World Focnomy

1, Irndices of the Quantum of Goods Eunberine into the Trade
of %ag North America.

1929-100
Juports Exports
1925 193] 1933 19.12 ..9.,5 1931 1933 1937
Europe 85 95 80 91 82 83 69 84
North -
Americs 77 (P 63 95 85 71 58 85
Source: ILeasue of Nations, World Production amd Prices, 1937/%8,

Ps T3

2, Diagram I (See next page)
Ammal World Indices (Exeluding UeSeSeRe) of Manufaciure
of Capital Goods and Consumption Goods,
1929=100
I, Consunption Goods
II, Capital Goods
III, Manufacturing

Source: ILea of Natbions, World Produclion and Prices, 1937/38,
De 24,

3+ Diagrem II (Sse next page)
Indines of World Mamufacturing,
1929=100
I, World {including U.S.S.R.)
II, Worid (excluding UsS.S.R.)
111, Burope (excluding UsSeS.R.)
IV, YNorth America

Source: League of Nationg, World Produciion and Prices, 1937/ %8,
Ds 23

4+ Diagrem IIT (See next page)
Changes in Industrial Production in 1924~29, 1932-37,
1929«30 and 19357-38 in TVarious Countries,

-

Soyrcen: cague of NVations, World Bconomic Survey, J..938/ 3% pe 107,
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The World Economy (Dicerams)
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»

VI, THE RUHR.IORRATNE.CHANNEL UNIT (MAP IV).

Source: C.K. Leith, The World Tron and Sheel Situation in 1is
Bearing on the French Occupation of +the Ruhr, E.A.
vol. 1, 1922-2%, after p. 142,
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Anmuairve Général de la France e} de 1'Firancer, Part II,
Industrie et Commerce, Paris, 1919~26,

Arnuaire Statistique, Part III, F,, vol. 44~56, Paris, 1928-46,

Statistisches Jahrbuch fuer das Deubtsche Relch, Statistisches
Reichsamb, Abb. VII, Auswaertiger Handel, Abt. VIII, Preise,
vol, 41-59, Berlin, 1920~41./42,

Schriften des Imstituts fuer Konjunkiburforschung:
Wochenberichte des Imstituts fuer Xonjunkburforschurs,
Vierteliahreshefte zur Konjunkburforschung,

Siakistik des Ine und Auslandes, edited by B, Wagemann.

Statigbical Yearbooks of the League of Nations, 1931/32 and
1938/39.
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I1lvstation of each Country's Share in Steel Oubpubt of
Ruhr-lorreine~Chamnel Unit (1913).

1, FrancosFerman Field of Inberastion, BExpressed in General Terms,
2o Franco-German Field of Inberaction, Expressed in NMumerical Terms,

Biggraphical Glossary.

Select Chronological Survey of Interwar Perdiod.
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N STEEL QULFUT OF

SHARF

Py

RUHR-LORRATHE.CHANNEL UNTIT

ILLUSTRATION OF EACH COUNTRY!S

I.

*®

191

et

1. Franco~German Tield of Interaction, Expressed in General Terms.

Ruhr District
Saar Territory
Inxemburg
Lorraine Anvexee
French Lorraine
Pas de Calais
Belgium

Vietor: Germany (G.) Vietor: France (¥.)
(12) (1) (1e) (2a) (2b) (2c)

Ga F. G. B G F. Pa G. F. Ga . G
By e+ By er 85 es o By, e By PR
By er By e By es s By e By B o
Bay  ve Bgp ee Bgg e By e By .o "
B8y v Bgp  ee Bz e By B e B
e By 85 e 35 .o Bgy e+ Bg5  ee Byg
e Bg e 85 Bgg 34 't B v Bgg e

13

»e

e

L

e

L

e

N.B. It will be noted that the excessive territorial claim made by Francs under (2¢) is

equal to the actval outcome of the Peace Settlement, in terms of the above stesl.

producing areas, since in both cases there was an extension of French control over

Alsace-Lorraine and the Saar Territory.

In this model, the area covered by a

i yiffer sinve/

ESee PP 24~7c
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2, FPranco~Germen Field of Interaction, Expressed in Numerical Terms.

(In_Percentages)
Victor: Germeny (G.) Victor: France (F.)
(1a) (10) (le) (22) (2v) (2¢)
G. r, G. B, G. B, B, G. F, G. P, G
Ruhr District 50.3 .o 5C.3 - 5043 - ea 503 oo 50,3 - 50.3
Saar Territory 10.4 .. 10.4 .. 10.4 .. er 10.4 ae 10.4 10.4 ..
Luxemburg 6.5 .. 6.5 o Bs5 es .o 6.5 ’e 6.5 .o .s
Lorraine Ammexee 11.4 .. 1.4 ., 11.4 4o ve 11.4 1l.4 .. 1.4 ..
French Lorraine e 5.5 5:5 a0 55 es 5.5 2o 5.5 s 5:5 ea
Pas de Calais ae 5.5 o 5.5 5.5 . Bab .o 5.5 .o 55 .
Belgium .o .o ve N 10:.4 .. oo ’e or . os .y

buffer state on the left bank of the Rhine would not constitute one of the parts of
the unic¢ and is not here directly wrelevant for the balance between the two nations

in terms of steel output.
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II, BIOGRAPHICAL GLOSSARY.*

Adenauer, Konrad: German statesman; member of Zentrum; ILord Mayor
of Cologne, 1917-33%; after World War Two, Leader of Christian
Democratic Union and first Chancellor of Federal Republic,

Barthou, Iouis: TFrench statesman and lawyers President of Reparation
Commission, 1922263 one of Poincaré's closest political
associates; appointed Foreign Minister, 19343 with King
Alexander of Yugoslavia, murdered in Marseilles, 9th October, 1934.

Blum, Léon: French statesman; a leader of Socialist Party; three
times Premier; led Popular Front to power, June 19%6; followed
a policy of sogial reform; finally agreed to monetary devaluation;
stood for "non-intervention" in Spanish Civil War,

Bonnet, Georges:, French politician; Foreign Minister in Daladier Cabinet,
April 1938 - Sepbember 19%9; sided with strong pacifist group
in Cabinet; signed Franco«German Peace Declaration,

Bradbuxy, Loxd (Sir John Swa:rxwick)z British financier; chief delegate
to Reraration Commission in Paris, 1919-25,

Briand, Aristide: TFrench statesman; eleven times Premier;: Fowelgn®
Minister, 1925, 1926-29, 1929-32; largely responsible for
Franco=German détente in second half of 1920fs; shared Nobel
Peace Prize with German Foreign Minister, Gustav Stresemann, 1926.

Bruenine, Heinrich: Germen statesman; active in Christian trade
unions in 1920's; member of Zentrum; Chancellor, March 1930 =
May 1932; attempted vo fight Depression through deflgbtionaxy
policye.

Caillaxry, Joseph: French politician; Premier, 1911-12; Minister of
Pinance, 1899~1902, 1906=09, 1911-12, 1914, 1925«=6, 1935;
introduced income tax into France,

Chamberlain, Neville: British Conservative MePs, 1919«40; ILeader

of Conservative Party and Prime Minister, May 1937 = May 1940;
signed Munich Agreement,

Coudenhove Kaliergi, Richard, Count von: becams famovs with essay,
" Pan~furope', 1923%; founded Pan-European Union in same year;
started journal Pan~Burope, 1924, fostering unification of Burope.

*Phe biographical details given relate principally to the inberwar period,
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Curtiug, Julius: Gexman politician; M,P, for German Peoplets Party;
Minister of Eoonomic Affairs, 19263 Foreign Minister, 1929-31;
resigned after failure of Austro-German customs union.

D, ier, Edouard: French statesman; Radical Socialist deputy,
1919«403 ¢ucceeded Herriot as President of Radical Socialis}
Party, Jamary 1934; held varioug Ministries, 1924-25, 1930-32,
1934, 19%6-40; Premier, Jamary -~ October 1933, Jamuary -
February 1934, April 1938 = March 1940; signed Munich Agreement.

Daweg, Charless American lawyexr, financier and politician; Ifirst
Director (1921) of the U.S. Bureau of the Budget; head of
committee investigating schedule of German reparation payments;

resulting Dawes Plan, in eifect September 1924, based upon
Germany's capacibty to pay; superseded by Young Plan, May 1930.

Delbos, Yvon: French politician; a leader of Radical Socialish
Party; Foreign Minister, 1936-38,

Faure, Paul: TFrench politiciany a leader of Socialist Party;
known for criticism of Léon Bium in years preceding World War Two.

Plandin, Piervre Etiennse: Frenoch politician;y held various Ministries,
1924-36; a leader of Alljance Démncratique, a centrist
political party; Premier, November 1934 - May 1935; after
Populaxr Front election viclory, became spokesman for co=operation
with Nagzi Germany.

Foch, Marshal Ferdinand: French military leader; General-in-Chief
of Allied armies in France; led counter-offensive stopping
German advance, July 1918; responsgible for bringing about
German retreat and Amistice; advised against occupation of
Ruhr,

Frangoig«Poncet, André: French politician and diplomat; expert on
German affairs; eoconomic advisor to the Commanding General
during Ruhr occupation; Ambassador in Germany, Sepbember 1931
= October 1938,

Funk, Walther: German journalist; resigned as editor of Berliner
ergenzed s Joined National Socialists, 1931; liaison
between Razi Parbty and pusiness leadsrs; Minister of Bconomic
Affairs, November 1937 = May 1945; President of Reicksbank,
Japuary 1939 ~ May 1945,
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Goering, Reich larshal Hermann: President of Reichstag, 1932-45;
Minister President of Prussia and Reich Minister, 1933~45;
Commander~-in-=Chief of Iuftwaffe, 1935-45; Commissioner for the
Four Tear Plan, 1936-45; founded Hermann Goering Works, 1937.

Herriot, Edouard: TFrench politician; a leader of Radical Socialist
Party; Premier and Foreign Minister after election viotoxry of
Cartel des Gauches, June 1924 -~ April 1925; responasible for
evacuation of Euhr and accepbance of Dawes Plan; held various
Ministries, 1926~36; President of Chamber of Depubies, 1936--40,

Hindenbure, Field Marshal Paul vons German military leader; resigned
as Supreme Commander, 19193 Reich President, 1925«34.,

Hitler, Adolfs Chancellor of the Reich, 30th Jammary, 1933; Fuehrer
and Chancellor; 2nd August, 19343 made relatively few decisions
in economic affairs in early years of regime; assumed command
of Wehrmacht, February 1938; committed suicide, 30th April, 1945.

Hoesoh, Leopold von: German diplomat; Ambassador in France, 1924-32;
Ambassodor i Great Britain, 1332-26,

Keynes, John Maynard (Baron Keynes of Tilton): British economist;
outstanding influence on development of economic theory; editor
of Eeonomic Journal, 1912-463 principal representative of

Treasury at Paris Peace Conference; famous for attack on
Peace Settlement.

Klotz, Iucien: French politician and lawyer; Minister of Finance,
191113, 1917=-20; advocated excessive claim to reparations;
Senator, 1925~28; exrelled fron Senate after passing had
cheques and violating currency exchange regulations.

Iaval, Pierres French politician; held various Ministrieg, 1925-35;
succeeded Barthou as Foreign Minister, November 1934 = May 1935;
Prepler, Janmuary 1931 - February 1932, June 1935 ~ January 193%6;
saw Buropean peace as depandent on agreement with Nazi Germany.

Lebrun, Albert: French politician; lagt President of .Third Republic,
19%2w40; removed from office by Vichy Govermmenst.

Lloyd George, Devid: Bpitish Liberal stetesmany Premier, December
1916 « October 1922; one of Big Four at Vecsailies.

loebe, Paul: German politiciany Social Democrat; President of
Reichstag, 1920-32,
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Loucheur, Louis: French industrialist and politician; held various
Ministries, 1917-31; in parbicular Minister of Regonstruction,
Labour and Economic Affairs; signed Wiesbaden Agreement with
Ratheng,u.

Mantoux, Etiennc: Frencn economist; undertook systematic examinabion
of Keynest!s critique of Peace Settlement; claimed German
resources were adsquate to meet reparation requirements under
Treatys.

Millerand, Alexandvre; French statesman; Leader of the Hational Blos;
President, 1920243 subsequently influential member of Senate,

Neyrath, Constantin, Baron von: Germen politician and diplomatb;
Foreign Minister, June 1932 =~ February 1938; Reich Minister and
President of Secret Cabinet Council, February 1938 = May 1945,

Paul-Bongour, Joseph: French statesman and lawyer; held various
Ministries, 1911-~383 Premicr, December 1932 = Jamaxry 1933;
President of Socialist and Republican Tnion, 1935-38,

Pilsudski, Marshal Jogsef: DPolish statesman; Head of Polish State,
1918223 Premler, 1926-28; took office again, 1930, establishing
dictatorial regime; concluded ten~year non-aggression pact with
Hitler, January 193%4.

Poincaré, Raymond:, French statesman; FPresident, 1913-20; Premier,
Januwary 1922 - March 1924; uncompromising attitude towaxrds
Germany, responsible for Ruhr occupation; Premier, August 1926
-~ November 1928, succeeding Herriot.at time of finanecial crisis
and achieved stabilisation of franc.

Rathenan, Walthers German industrialist and politician; President
of AwEcGe; Minister of Reconstruction, May « October 1921;
Foreign Minister, January 1922; negotiated Wiesbaden Agreement
with Loucheur and Treaty of Rapallo with Krassin (Soviet Union)
assaszsinated by.exbremists opposed to his policy of fulfilment,
24th June, 1922,

Reynand, Paul: French politician and lawyer; held various Ministries,
1930403 centrist opposed Lo Popular Froub; aubicipated used
for devaluation with little support.

Ribbentrop, Joachim von: German diplomat and politician; Ambassador
in Great Britain, 1936=38; Foreign Minister, February 1938 ~
April 1945.
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Roosevelt, Franklin Delano: American statesman; President; March
1933 = April 19453 implemented policy of "New Deal";

uncompromising attitude towards Pascist States.

Sarraut, Albert: French politician; a leader of Radical Socialist
Party; devuty, 1902-~24; Senabtor, 1924-40; held ramerous
cabinet postha, 1906-40,

Sghacht, Hjalmar: Gemman financial expert and politiciang appointed
Currency Commissioner, November 1923%; FPresident of Reichsbank,
192430 and 1933=39; firct negotiated then repudiated Young
Plan; Minister of Economic Affairs, August 1934 =~ November
19373 Minister without Portfolio, November 1937 &« Jamary 1943.

Smuts, Jan Christisan: South African soldier and stabtesman; delegate
at Peace Conference; signed Peace Treaty under protest,

Solmgsen, Georg:s German banker and politician; vehemently rejected

Peace Treaty on economic grounds,

Stimes, Hugo: German inwdstrialist and politician; member of
Reichstag for German Peoplet!s Party, 1920-24; decisive
influence in heavy industry and polibies until his death, 1924,

Stresemann, Gustav: German stabesman; signed Locarno Agreements
as Premier foxr 100 days brought an end to passive resistance in
Ruhr; Poreign Minigster November 1923 - October 1929; accepthed
Dawes and Young Plan as means of achieving Franco-German
raprprochement.

Tardieu, André: TFrengh politician and Journalist; held various
Ministries, 1919«34; «uthor of eomsiderable sections

of Peace Treaty; Premier, February -~ May 1932,

Thyssen, Fritz: German industrialist; substantial shareholder in
Vereinigte Stahlwerke; Joined Nazi Party, 1931; liaison between
Hitler and industrial leaders; opposed Hitlerts plan to invade
Poland; subsequently left Germany.

Welezeck, Johannes, Count von: German diplomat; Amhassador in
France; April 1936 - September 1939.

Wiehi. FEmil Karl Josef: German diplomat; Diveector of the Esonomie
Policy Department of German Foreign Ministry, June 1937 -
September 1944.
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Wilson, Wocdrow: American statesman; DPresident, 1913-21, sought
role of mediator in Buropean affairs; Pourteen Points,
8th Jampaxry, 1918, envisaged lasting international peace and

establishment of "new order"; one of Big Four at Paris Peace
Conference,

Wirth, Joseph: German statesman; a leader of Zentrum; member of
Reichstag, 1914-33%; held cabinet posis, 1920-22, 1629313
Chancellor, May 1921 - November 1922; as strong supporter of
policy of fulfilment, accepited Second London Ultimatum of 5th
May, 1921,

Young, Owen: American corporaticn lawyer and execubtive and government
administrator; Agent General for German raparations under Dawes
Plans chairman of committee drafting "new plan” to be termed
Young Plan.
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11T, SELECT CHRONOLOGICAL SURVEY OF INTERWAR PERICD.

1918 11th November. Ammistice
The Armistice Agreement between the Allies and Germany
departed from the usual form of ammistices in so far as
it was the outoome of a sc-called pre-armistice agreement
based on.Wilson!s Fourteen Points and his subsequent
gpeeches, It made provision for the restoration of the
devastated areas and stipnlated a "new ordexr" for Burope.
Thus the Armistice Agreement included political and
financial clauses in addition to the military termms. By
this the resumption of hostilities was virtvally made
impossible for Gemmany. When concluding the Armistice
both the Allies and Germany accepbed the pre-armistice
agreement as the basis for peace, However, they clashed |
over the question of whether or not the Peace Treaty was
in accord with the latter.

1919 28th June, Signabure of Peace Treaty of Versailles,
Few treaties of Peace have been of such a controversial
nature as the Peace Treaty of Versailles, The three
dominant statesmen Wilson, Lloyd George and Clemenceau
were full of suspicion and contempt of convenbional
diplomacy. On the other hand, their political power.
outweighed their far-pighbtedness and diplomatic skill,
It can be suggested that professional diplomats,
independent of public opinion, may have achieved a less
controversial settlement, As far as France and Germany
were concerned, both resented the Peace Treaty for
different reasons, France was disappointed over the
unexpectedly small amount of reparations received from
Germany and the refusal of the American Senate to ratify
the Treaty made the Anglo-American guarantee of French
seourlty inefrective. On the other hand, Germany fell
herself subject to an unjust Treaty and the "fiction" of
her "war gnilt" was regarded as a mere pretext for the
Allied demands of excessive reparations and similar claims
to territory. Navertheless, it may be suggested, when
taking the driving force of nationalism into due account,
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that this Treaty was the best obtainable in the existing
circumstances.

1920 July. Spa Agreement
Agreement upon reparations between the Allies fixing the
apportiomment between them, whereby France was to receive
52 per cent, Allied demand of 2 million tons of coal %o
be delivered monthly by Gemmany, First threat to occupy
‘the Ruhx.

August. M"Idtbhle Ententa
First steps towards concluding pacts of mutual assistance
in the Balkans in order to maintain Versailles gtatus guo.
Security system finally achieved, September 1922, by
alliances between France and Czechoslovakia, Yugoslaria
and Rumania, A Franco-Polish alliance subsequently
added to this security systen.

1921 Merch, First Tondon Ultimatum
Germany declared to be "rot merely in default, bub
deliberately in default" with her Peace Treaty obligations.
Renewed threat to ocoupy the Ruhr and to estaplish customs
frontier on the Rhine,

April, Reparation Commission fixing total Allied claim at
£6,600,000,000 (132 milliard goldmarks ).

May. Second London Ultimatbiom
Germany declared to be still in default with her obligations
despite "successive concessions,..warnings and...sanctions
annou:nced“ by the Allies, Further Allied threats.

Ochober. Wiegbuden Agreement
Faxtial Franco~German compromise on reparation deliveries
in kind. Mubual fairness ensured by establislment of
Arbitral Commissione Co-operation bebween France and
German private firms on a business-like basis envisaged
for reconstruction of devastated areas, Agreement never
fully implemented.

1922  Aprii-May Conference of Genos
Meetings on reparations between Allies and Germany.
Attempis to settle outstanding problems were unsuccessful,.
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1924

1925

1926

1927

1928

1929

1520
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April. [Treaby of Rapallo
Concluded during the Conference of Genoa, bringing aboub
a détente betwseen Germany and Russia, Diplomatic
relations re-established and all financial claims cancelled
out between the two countries.

Jamary., Franco~Belzian occupation of the Ruhr District.

July-August. London Conference
Dawes Plan adopted, No total amount of repawvations
fixed with infinite mmber of average anmmuities each
averaging £125,000,000, Evacuation of the Ruhr agreed
upon, Scheme brought into operation, Sepbember 1924,

October. , Treahy of Iocarng
FrancosGemman ¢ étente acocomplished, Mutwal guarantwe of
maintenance of territorial ghabus guo in the west.
Disputes to ve snttled by peaceful arbitration. Followed
by the evacuation of the occupied zone of Cologne and
admission of Germany to the League of Nations (1926).

December. Frango-German Potash Carhel
This "Potash BEuntente'”, applying ¥o the world market,
reached at a Comvention in Paris, after provisional
agreement of August 1924, in respect of American markeb.
Similarly, Franco-German Dyestuffs Cartel bilaterally
agreed upon (1927).

Augnst. Pranco=German Commercial Acreement
After a détente had been brought about in the political
field by Treaty of Locarno, reconciliation reached in

economic relations, Thus this Commercial Agreement

came b0 be termed "economic Locaxrmo",

February. FrancowGerman Saar Agreement
After successive agreements from 1925, final settlement

achieved for period leading up to plebiscite (1935).

August.  Fixst Counference at The Hague
Negotiations over adoption of Young Plan, published by
comrission of expertsy June 1929,

Jammary. Second Conference at The Hagus
Young Pian finally accepbted. Administration of reparations




1931

1032

1934

1935

1937

1038

transferred from Reparation Commission b0 Bank for
Inbernational Settlements, Part of Geman debt
capitalised, Total amount of reparations fixed at 59
anmxities, each of £100,000,000 on the average. Tobal
evacuation nf occupied zones agreed upon, Scheme
brought into operation, May 1930,

Maxch, Axmouncanent of Austro-German customs union project.

September. Abandomment of above project.

suly, Lowsanns Agreement
After the Hoover moratorium, implicitly recognising the
comection between reparations and Allied debts to the
United States, had suspended payments for one year in
June 1931, reparations finally brought to an end, alihough

Agreement never ratified,

December. Supplementary Franco-German Commercizl Asreement
De facho abandomment of most-favoured-nation treatment as
previously laid down in. Agreement of 1927, although de
Jure remaining in force.
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Provisional cleariug agreement, in force from August -
December, Settlement of commercial debts between France
and Germany. Prolonged by similar agreements wmtil
consolidation in trade relations achieved with Commercial
Agreemeny of 1937,

February. Aeccords of Naples
Final ‘ransfer protocols between France and Germany

maeking arrangements for the re-incorporation of the
Sgar into Germany.

July. FrencosGerman Commergial Agreement
After more than {wo years of negotiations, consolidation
in economiec relations accomplished, Most-favoured-nation
treatment re-~instated, tariff reductions agreed upon,
clearing syshem brought to an ends Quota sysbean o

LENALN.,

September. Junich Conference

Culmination of appeaseuent policies in an attempt to
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preserve peace in Burope. Agreement reached upon by
the Fourr Powers on ceding of the Sudebtenland $o the
Reich by Czechoslovakia, Anglo~German anbi-war
dacla;ation.

December. Francu-German Peace Declaration. .
Following on lines of Munich, apparently all~embracing
Franeo~German reconciliation achieved. Mubual recognition
of France's ecastern frontier and large-scale co-=operation
envisaged.,

Maxch, ,Amnexation of rest of Czechoslovakiz by Germany.
Az:gl!.o-eFremh guarantee o Poland,

August, ., Anglo«French mission at Moscow,
Russo~German . agreement ammounced - so=called Ribbentrop-~
MoZotov Pachs ’

Sepbenber, German invasion of Poland,

Great Britain and France declare war on Germany.
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