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quippe ubi faa versi-un atque nefas; tot bella per orbem, 

tam mul tae scelerum facies; non ullus aratro 

dignus honos; squalent abductis arV'a colonis f 

at ourvae rigj.dnm falces eonflantur in ensem. 

hine movst Euphrates, illinc Germania bellum; 

vicinae ruptis inter se legibua urbes 

anna. ferunt; saevit toto Mars iripius orbe: lE 

Virgil, Georgicon, Lib. I, 

505-511. 

lE For right end wrong are confused here; there is so much 

war in the world, evil haa so many faces, the plough so 

little honour; the labourers are taken, the fields 

untended and the siokle is straightened into the swordb1ade 

that yields not. There the East is in anna, here Ge:rmany 

marches; olose-neighbourlngoi ties, breaking their mutual 

bonds, attack each other; the war-godts fury runs amok 

through all the world. 
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PREFACE 

In this thesis I have aimed at covermg a :field in 

Economic History where not many sui table publications are 

available in English. During the interwar period, the 

maintenance of peace and harmonious international relations 

was directly d~pendent on a reoonciliation of the conflicting 

interests between France and Germany. In studying the economio 

implications of the Franoo-German antagonism, I have tried to 

throw light upon the crucial. role which this relationship pla;yed .. 

The Appendix offers a quantitative survey of economic 

condi tiona 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 summa.ry of the 

relevant conferences, agreements and treaties is also offered in 

the Appendix, as well as some short b:iographioal notes. 

I would like to make it clear, however, that this 

thesis is nei tber supposed to be a paraphrase of the Appendix, 

nor a mere treatise on the commercial relations between the two 

countries concerned. I aimed rather at revealing the forces 

behind the events and at illustrating how economic problems 

became qui te often subject to poli tioaJ. and military oonsiderations. 

When trying to attain some understanding of' Franco-German 

relations, it seems advisable to look not only at the interbellum 

period, but in the first instance to become aware of the currents 

of history which finally led to the two disastrous World Wa:rs. 

In concl~ion, I would like to express my appreciation 

:for the thought-provoking seminar work under Professor R. von 

Albertini of Heidelberg University, and for the faeili ties made 

available to me by Pro:fessor M. Arkin of the Department of' 

Eoonomics and Economic History and by the Library of Rhodes 

University. Finally I would like to thank Dr. F.L. Coleman 

for many vaJ.uable suggestions. 

H.J.W. 
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Mission Int::..~llie.e de 
C8ntrole des Jl.s~es G..t. 
ske Mines \1VI~, 

Realnolii!jk 

..., vii -

and Ge~~ aimed at times to establish 
such an eoonomio "bloc" with overseas 
possessions &~d South-Easter.n Europe 
respectivelY 0 ThusGrosswir~schaftsr.aum 
is both an economic and politioal te:r:m in 
its relation to expansionism. 

hectolitre (= 100 litres) = 2109975 
Im:rterial gallons 

kilometre (= 1,000 ~e-cres) = 0.62137 miles 

Counsello::.? of Legation second/first class 
grade in the Gelman Foreign Servioe 
equivelent to Regiexungsrat/OberregiBrungsrat 
in the Home Civil Servioe. 

= 1610231 short tens = 0 0 98421 long tons 

g:rade in German Civil Service usually 
the direotor of a department ~Abte.i.lung) 
:in a Ministry 

g.cade :iL Geman Civil Service, usually 
head of a division (Referat) in a Ministry 

inter-Allied., i.e,. Franoo-Belgian 
engineering oommission, which took ove'r 
control of tJ.--ansport and production in 
the Ru.h:r Distriot during its occupation. 

a teDL. coined by Ludwig von Roohau 
(P".cincip1es of Realpoli·liik, 1853) in an 
attempt to introduoe a more pragmatio 
approaoh into mid-19th oentu:r:y Libera.lism. 
Later to be applied in particular to 
Bismarck's polioy~ Realpolitik oan be 
desoribed as fI enlightened nationalismll

, 

which implies self-restriction in aoco:r:d.ance 
with political realities o It has o£ten 
been oa1led uncommitted opportunism by its 
o:r:.-itios. 

Reichsmark, the unit of Gelman ottrJ:'enoy. 

N .B. 1. Words to be :in italios axe underlined. 

2. Reference is alw~ys made to metrio measurements. 

For instance, tonnages are given in metric tons. 

30 To assis"t the reader? terms a:l'ld quctati::J1lS froill non­

English sources bave been. translated by the author, 

as far as this was possible. 
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The Franco-GeDlla.n antagonism between the two World WEQ:S 

had a oonsiderable im~aot on eoonomio relations between the two 

nations albeit to a va.:tiling degree. This intel.'War period has 

been referred to by W.A. Lewis as one of "dislocation and 

experimenttJ
•
l I would like to add here, that with special 

reference to the Franoo-Gel.'lllan eoonomic relations, it was also 

a period of fail1U'e and maladjustment. This oan be described 

in te~s of a vioious oirole as follows: 

1. Failure to aohieve a lasting peaoe settlement. 

2. Maladjustment resulting from the bottleneoks of the 
Peace Treaty. 

3. Failure in being prepared to overcame the oauses for 

this maladjustment. 

4. This failure on either side to see the limitations of 

victor,r on the one hand, and to aocept the implioations 

of defeat on the other, created further problems of 

maladjustment. 

5. Thus entrenohed in their respective positions, the 

two nations .failed to reaoh any lasting =£approchement. 

The degree o£ fe..ilure oan be ul t:imately measured in 

terms of the disutilities they unde:r:.went in the war 

whioh inevitably followed, thus completing the oi:oole. 

It oan be suggested that this vioious oimle remained 

an all-embraoing phenomenom throughout the period. On the oth~r 

hand, it will be $hoW'll that at malV times and in many spheres 

there was a brealc-through this impasse. Nevertheless, the 

vicious oircle of Hfailu:re and maladjustment" remained an 

unsuxmountable barrier and, although at times it seemed to have 

been overcome, this was by and large a misconception. 

The basis for the post World War One Franoo-German 

antagonism lay in the :faot that in 1815, ai"ter the Napoleonio 

Wars, France had :passed her peak of" vitality while Gel.'lllalW, on 

the other hand, fully realised her energies and eoonomio potent~al 

1 W.A. Lewis, Economic Survey, 1919 - 1939, sixth impresaio~ 
1963, p. 12. 
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in the actual co't.tOOe .of the First W.orld War. 

She was .only at the beginning of her struggle 
for heg~orw: France in 1815 was at the end 
of he:rs. 

The oontrast between appearance and reality was the main 

oharaoteristio here. Admittedly, the Allies secured a oomplete 

victory ever Ge:cmany, but France was eoonomioally hardly less 

weakened by hel.' part in the war effort than was Germany. The 

latterf s eoonomio potential remained superior to that of hanc~1 

this despite her losses in te:rri tory, and notwi thstanding post-w~ 

appearances, the second half of otU" period will testify to the 

reality of Gel.'many1s eoonomio revival. 

After the war j Gexmany was faced with economic and 

political disruption$' while the enf'o:ooement of various :provisions 

of the Peace Trea~J hastened on the complete 0011a]86 in 1923 ot 

her economy. On the other hand was it .feasible to assume that ' 

the Peace Settlement would keep a pemanent check on her reoove:r:y? 

Obviously not. The potential weakness of Franoe in oomparison 

with Gemany could not be offset simply by means o.f enforcing the 

harsh provisions o:t: the Pee.ce Treaty and as long as the:re was D.9 

break-up of the national tuti ty of' Gexm~? the latter was to 

emerge as a Power to be reckoned. with. A oomparison between 

population mnnbers of the two countries, and the higher degree of 

industrial advancement on the :part of Gexmariy, made it apparent 

how difficul t it would be to :ceconoile the oonflioting interest!? 

of the two nations. Yet reconciliation was of vital importanoe 

for two great Powers who stood in a world where the eco:p.omio 

sienifioance of Western ~pe was gradually deolining - a .faot 

too often overlooked at that time. It was only d'UX'ing rela.tiv~ly 

short periods that the t\ro nations seemed to drawoloser together, 

for the antagoniaing foroes proved to be ~oo strong, espeoially at 

times under strain suoh as the early post-war yea.I!'S, the nGreat 

Depressionu , and the events leading to the rise of the Third 

Reiohe 

When t:t-ying to trace some oyole in the developments and 

2 L. Dehio, Ge:rp1aP.v and World Politics in the Twentieth Cent'tcr-7, 

London, 1959~ po 114. 
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in the osoillating movements along the uexpa,nsion patht
• of this 

antagonism, it oan be suggested that generally the deg:cee o£ 

antagonism. in the economio sphere tended to become more modemte 

despite the Ul>swing in tension. following on af'ter the trough 

centred a:round the late 1920ts~ It is interesting to note tha~ 

neither the firs-}; climax o:f the antagonism resulting Ol1:t of the 

OOCUllB-tioll o:f the Ruhr Distriot nor the seoond olimax, resulting 

out of the Austro-Gsman customs union project, tell 

wi thin the time of the Third Reich. In making Germ8JW abandon 

this projeot, F:renoe showed that :for tha last time in our period 

she was able. to anforce her will u:pon G-emany. Thus the years 

after 1933 represent some kind of anti-climax. It became a 

tragedy of histor.>' that France only ge~ve up her drive as from 

the time of the Weimar Republio t s coming to an end. 

The following table offers a summar,y of this. 

Time Period 

1918 - 20 

1920 - 24 

.. 

Major ~lents and General 
Tendencies 

.A:t'mistioe. 

Paris Peaoe Conferenoe. 

Versailles Peace Settlement. 

Franoo-Geman eoonomio 

neold War". 

Total amount of :r:e:parations 

:fixed at 132' million gold marks • 

Degree oj 
Antagonism 

Stl.~ng to 
extreme 

.... ~~ ................. -.... ______ .................... _ ..... ' .. _.. ............. -...e-_ ...... _____ d . ____ . ..... __ ~~. __ r.u .......... ~, 

1923 Ooonpa,tion of Ruhr Distriot. Very extreme 

________ ~ .. ~~~~~~~ AT ___ ...... __ .... __ ...--_. ___ .. _~2i.~~~~~~,. 

1924 - 27 

Dawes Plan provides first 

oonstruotive solu·tion to 

reparations issue. 

Commencement of" commeroial 

negotiations. 

Looaxno Agreements, gl.l.al:anteeing 

of' Franco-Gexman i"rontiem Q) 

Conclusion of' Commexti,al 

Agreement known as 

"Economic Loc6r:.t:·no fJ (1927). 

Distinot:but 

mode:rate~ 

------------------~.------------------------------------------------



Time Period 

1927 - 30 

1930 - 33 

-4-

Major Events and Genera.l 
Tendencies 

Increasing' oo-ope:ration both 

on govern:nent and :private 

business level. 

Young Plan adopted as the 

unew plan" for settling 

repal!ations problem. 

Gradual decline in FxmlOO­

Geman trade'} continuing up to 

end of inte:cwar period. 

Introduction of import and 

foreign exohange control. 

Reparations abolished with 

, .... Signing of Lausanne'Agreement. 

Degree of 
.Antagonism 

Moderate 

Distinot to 

very strong 

1931 Abortive .Austr~-Ge:rman customs Extreme , 
______ .... ___ ~2:!_E-~22!! ___________ .. 1~~..22~~2 ___ __ 

1933 - 36 

1936 - 39 

Increasing restrictions on 

FranooaooGel.'l1lall trade, espeoia.lly 

on the part of Nazi Geman.y. 

hanoo-German It quota-qua.rre1tt • 

Partial consolidation in the 

field of economic relations 

with signing of Commercial 

.AgJ:eement (1937). 
Failure to obtain a:ny a11-

embracing :rapproghement. 

Strong 

Distinct but 

moderate 

N.B. Strong as 
from mid-March, 
1939 afte:c 
Ge~an oooupation 
of rest ot 
Czechoslovakia. 

Having dealt with the degree of antagonism we a.:re led to 

the question o£ the nature of these antagonising fo~ces. It oan 

,be suggested that the aotual antagonism mBJ1i£ested itself in the 

politioal sphere, and both emotional and economio elements were 

of a oom.plementa.:ty funotion here. On the other hand, it can be 

maintained thaJt the field of antagonism wasdetemined by the 

drive towards hegemony, which in turn. found, its basis in economio 

considerations. Power politics consist of two main components, 



the first being military and the second economio. In essence, 

the display of mili taxy force oan be said to be primarily a:imed 

at maintaining or secu.:t'ing a certaineconomio position. Thus it 

becomes olear that power politics are fotuaded on economics 9 and 

the latter can henoe be l.'egaxded as the "stream of oonsciousness" 

of power politics. For the purpose of this thesis, suoh a 

simplification offers a convenient foundation. This does not 

mean that non-economic f'actors can be neglected. Notwi thstanding 

the faat that World War One was the first great uwax of mate:Cialsu , 

especially when oonsidering the decisive role of the American 

involvement, this war remains also ~ war of emotions and sentimental 

aspirations. Quite often suoh non-economic factors were 

responsible for dangerous developments as far as their economic 

implications were ooncerned Q 

Since this "thesis is concerned with the economic aspects 

of Franco-Ganman relations, such non-economio faotors are 

sorutinised ~~ respect of their significance for an understanding 

of the economio field of action. 

The strain enfoxced upon Franoo-GeJ:'lIlan economic rela.tions 

was to no negligible extent the res1..llt of tloutside intexference" 

being largely of a political and emotional oharaoter. This had 

its impact on the reshaping of eoonomic interoourse and in 

particular. of trade relations. Despite the fact that the 

obligations of Gemany under the Peaoe SExeaty, especially as far 

as Reparations we:r.-e concerned, came d~ .. ..faoto to an end with the 

signing of the Lausarme Agreement in 1932, politioal and emo"liional 

ba...-r.i.ers remained9 due to the emergence of a new antagonising 

foroe in its own rights - the ideology and expansionist drive of 

the Third Reich. 

Over the period as a whole, the economic sPhere.as such 

o.f:fered less si tuatiol1S of conflict than one might expect. At 

first sight, of oouxae, the changes in territorial and customs 

f~ontiers dete~ined the economio resources available to eaoh 

nation. It will be shown that there is a good deal of 

justifioation in speaking of an economio balanoe of" power 

concept, when. dealing with the distributive shares of the 

R'lib...r-Lorraine .... Channel unit, whioh eaoh nation tried to seC1.l:Ce 
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for herself. This uni t!'i divided up beween Gema:n.v, ]'ranoa, 

Belgium and Luxemburg, oan be regarded as the most imporla.."1.t 

industrial l:egion of Weste.m Euro:peo The possession of its ;l:On­

ore and o<?al deposits and its heavy industry became a. d:r!-eam which 

fasoinated ~ who intended to establiSh or re-establish either 

German or Frenoh hegemon;y- on the Continent. The Franco....Gema.n 

antagonism in the 1101i tioa.l s:Phere was to a oonsiderable ctegree 

influenced by the ~ealisation on either side that pol! tical IJOwer 

and the nation. s economio st:eength were a direct £tmotion of tha 

share each one secttred for herself of tha.t economic unit. These 

eoonomic oonsidera;hions wer9 a vital issue and had direot be~ 

on the two rations f involvement in the field of power poli ticps. 

Thus the c1ix*eot or :i.:ndix'eot :political oontrol over· this 

unit beoame at dif£erent times the pre-requisite for eaoh Dafion 
to a.ttain eoonomio hegemony - mainly in Germanv up to 1918 and 

thereafter jn F::canoe. In faot, th:ts oan be interpreted as ~ act 

of defensive agg-:cessive!lass~ It was not only economio power but 

also :national seourl. ty whioh was r~deQ. as being dependent ... upon 

the favourable Hbalanoinglt ot the Franoo-Geman power atrugg~e. 

It will be seen that the F:rench desire for security determinfid he:c 

attitude towards GeJ:maIW' throughout the interwar period. 

l"b will further be shown that another stumbling blpok to 
a:n:y political rapprcchement duxing early post-war yea:J:S was the 

economic discrimination against GermBllY as laid down in the 'freaty. 

As from la.te 1924, the neceasi ty to enter as S90n as ];lOssibl(:) into 
~ 

normal economio relations, based on the principle of equall tf w~s 
reoognised. The reasons for this ~eadiness to overcom.e the: 

existillg state of aff~ were fi:cat4r that the Dawes Plan3 ~ett1ed 

3 Against initial French resiatanoe~ two sub-committees of t~e 
Reparation COIlllIli.ssion were set up at the end of 1923ft Only one 

of them, headed by the America:n, Charles Dawes, gained importance. 

It was concerned with the pl.'Oblems of bala.noil1g the German budget 

in view 'of the All:i.ed demands for J!eparations. The Dawes" Plan, 

as . it was to be tel'!llled, emerged out of the wol.'kil'lg of thiS 

committee, and became the basis' for a. fair settlement of the 

reparation issue in London in August, 1924. Germa.n;y- obtained 

(footnote oontinued on next page) 



the Franoo-Ge:eman neold War" in l:'es:pact o£ reparations and aeoond.ly 

that the economic discrimination against Ge:r.ma.ny came· to an end 

in January, 1925, whioh made it in the interest of eaoh side to 

seek to negotia'te for the oonolusion of a, cammexcial ag-.ceement. 

It took almost three years to :r:econoile the oonflicting 

interests of' the two nationE'. The Comme:r:oial Treaty of 1927 has 

been oalled an tJeoonomio Lacarno". However, it did no-b survive 

the strain of the "Great Depression", and did not oon"'vrlbute in 

3nY vital respect to the creation of a lasting hanco-Gennan 

J!approch~ment. Similarly, til~ COl}lllle:coial Treaty of 1937 helped 

to consolidate the strained hanoo-Ge:tman relations, but again 

i tG impact was limited .. 

limi-'(ied a-I; that time as well, and -Gh~1S it oame as a sll:Cp:eise when9 

as from the end of 1938, -the visit to Paris, of' the Gexman FOX'?ign 

}JI:i..niste:::o, von Ribbent;l.0p seemed -hc offer fresh hopes and large­

scale projects of Franco-Ge~all Aconomio oo-operationwere envi~aged. 

In fact, i-t will be seen that throughout the period, 

Franao-Ge:rman antagoniBlli was aocompar..ied by various attem:pts to 

co-operate. For instance, as early as 1921, the Wiesbaden 

Agreement envisaged the co-operation between Frenoh and German 

private fir.ms in the field vi ~econstrubtion of the devastated 

areus in Northern Franoe. It wa~ one of the first steps to 

settle the reparations issue in a spi~t of mutual faiTAess. 

However, this projeot failed due to the lack of a spirit of 00-

operatior- on both sides. 

Another example is seen in the hanco-GeDllan co-operation 

as regards international cartels. Mutual eoonomic interest 

brought the two sides 1-:ogether here where it was usually the 

3 (Continued) 

a 10&i of 800 million go Id :marks to alloVl hel." to make her first 
f 

instalment 0 I1This is the beginning o£ the prooess of kee:ping 

the debtor alive by hock or by crook". 

Kees~~ 1932, 351 B. 
RoNe von dar Nahmer, Die deut~cben Renarationen und das Problem 

der allierten Krie~sschu1den, Prqnylaen Weltgeschiohte, vol. 99 

Das Zwanzigste Jahrhundert, Frankftrl-Berlin, 1960, pp. 368-71. 
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condi tiona on the worl.d market which were conduc:I.lTe f'or establishing 

OJ:' joining such cartelS4I This was the casa for instanoe with the, 

orea.tion of the Franco-German Potash Cartel of 1926 and the Franco­

German Dyestuffs Cartel of 1927. Unfortunately suCh co-operation 

remained limited in its applicationo 

Due to continuing antagonism, any co-operation of a more 

faxr-reanhing scope waS bound to meet with failure. For instance, 

a cartel of the heavy industries of the two oountries or the 

creation of a :EurOpean organisation' based on French and German 

oo-operation :in the distribution sector of raw materials supplied, 

especially as far as iron-ore and ooal are ooncerned, had little 

realisation value at that time. 

O~ the other hand, an outstanding exampl.e of the 

development of some kind of spirit of good will between France and 

GerrnaIl¥ are the so-called Luxemburg 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 problema faced by prillate enterprise duririg 

the Depression. Furthermore, their special concern was the Franco .. 

German antagonism in general and its political implications in 

particular. They jnduced the French Government to agree to far­

reaching concessions in favour of Germany, especially as far as her 

eastern frontiers were concerned. A lasting }.~$p:proohement could 

be envisaged :for the first time since the war. However1 the Nazi 

Government jeopardized such moves with its intransigent attitude. 

It is quJ"te surpriSing that the Franco-German economic 

relations, a:fter being exposed to this sort of ideologioal strain, 

tended to develop satisfactorilyb O:f course. the trade control 

mechanism which had grO'Wll out o:f the Depression, had its 

detrimental impact~ Exchange control.s, import quotas and 

clearing agreements had disruptive effects, this especially since 

the French eoonomy recovered extremely slowly, while the Nazi 

Government applied restric·tive devices :far beyond the measures a 

democratic government would have adopted. Despite this, the 

Commercial Treaty of 1937 abolished the olumsy working Qf the 

olearing system and payments were to be made in the normal wa:y 

although quotas remainediS 



At this time :POli tioal events overshadowed the eoonomic 

sphere. For instanoe, the Geman claim to oolomes was far more 

oontroversial in its politioal than in its economio implioatiOnBa 

From an eOol'lOII1io poin-bof view -France had not to lose muoh in 

respect of such a Ge~ cla:i.mo On the contrary, there were 

various prospects for sucoessful co-operation. The crux of the 

matter lay in the :poli tical sp...~ere, where Gemany was threatening 

the maintenance of world peace. 

In the Balkans, by mall¥' regarded as the ttnatu:ooll1 economio 

hinterland of' Gexmany, France was on the retreat, thus reflecting 

this time in the economic field prevailing appeasement polioies. 

She was retreating despite the fact that. although holding a weaker 

position economically in South Eastern Europe since she did not offer 

adequate markets foX' the produce of' thoseaxeas, her capita+ holdings 

there were in most oases far greater -tha;,n those of Gemany, who in 

turn offered the markets Fxanoe was unable or unwilling to ~xovide 

by herself. VJheJ::'e both nations could have functioned in a. 

complementary way, this might have led to fxui tful Franco-German 

co-op~tion. .At the very end of our period this was inde~d 

envisaged. but political fo~oes formed suoh an antagonising dxive 

that instead another world war was to be undergone. 
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1. ~ PROBLEMS UNDERLYING FllANCO-GEIUWI ANTAGONISM WITH 

SPECIAL~ER'ENCEJO_REP~IONS~ 

When woxking on the interbellum period one must, :for 

obvious reaSons, first look at the outoome of the First World Wa:r, 

and in partioular at th~ Peace Treaty, soon afte:c to be desorib€ld 

by even a Frenehman as .. 

It •••• dead, fallen into dust!!l. 

Nevertheless, this 11 ao curs ed poroupine", as General Smuts was to 

tem it, had repercussions over the whole period. 2 

Both Franoe and Gemany we:ce faoed with the eonsequences 

ot the fust :ooal "war of materials". which has been described as 

just as muoh ~ Jtbattle for supremaoyll between Kru.pp t S on one hand, 

and Sohneide:e..creuzo..'lJ on the othert as it was between Fooh and 

Hindenburgo3 

This kind o£ uwar economyU f a novelty in histor.y, 

developed further and further with the duration of the war. 1J;l 

Gemany the exigencies o:f war led to oomplete t'War Socialism" -

at the end of 1916, the so-called Hindenburg Programme envisaged 

the mobilisation of all eoonomio resol.'l:t*oes, and state control 

became gradually all-embraoing.4 This drive to autarky was more 

or less enfomed ullon Ge:t'l'llEllW by the blookade and the material' 

supremacy of the Allies t and it laid the founda.tion stones not 

o~ for late~ irresponsible experiments but also for plans for 

Gem8n :poli tioal and. economic expansion. 5 While suoh plans 

1 J. Caillaux, Economics and Politics in Europe, F .A. f vol. 1, 

1922-23, 1'. 44. 

2 i.e. the Peace Treaty of Versailles, see Selections from the 

Smuts Pa'Pe~f vol. 4, Novembe:c, 1918 to August, 1919, edited 

by W.K. Hancook and Jean van der Poel, Cambridge, 1966, No. 976, 

p. 167, (Smuts I letter to Margaret Gillett, ~ 18th, 1919). 

3 F. Batty'l The House of Kru:oDt London, 1966, p. 131. 

4 Stolper, Q.erman Eqonol1lY, 1870-1249, London, 1940, pp. 116-20. 

5 F. Fisoher, Gemwyts Aims in the Fgst World War, London? 1967, 

passim. 

G. Ritter, Eine neue Kriegssohuldthese'i', .He, vol. 194, 1962, Pl'. 646--68. 
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finally beoame irrelevant with the signing of the Annistice and 

Gel.'IllBn eoonomio polioy had to be defensive in almost evertJ respeot f 

this state of affai:es was to undergo a complete reversal again in 

the late 1930 f s when Nazi Ge~ entered upon its expansionist 

drive. 

Tuxning to the develoJ?Illent of conditions in F:rance1 we 

.find that up to the outbreak of the war, the extremists of both 

the Left and Right stood uncompromisingly in opposition to ofi"iQial 

finanoial polioies - they regarded large-scale Frenoh foreign 

investments as a, way of weakening the oountl."Y'S own means of 

production. However, during -lihe wa:c a. reconoiliation (union 

sao:ree) developed :in Franoe between f'o:cmer antagonistic political 

fo:roes, similar to the inter-party truce (J3urgfrieden) between 

Sooia1 Demoorats and the conservative Establishment in Gema.n.v .. 

Ha...~d in hand with the esca.lating mill tary and economic warfare 

whioh res::tl ted in an all-embracil1..g involvement of the Stat~ in 

eoonomio affairs (etatisme)6, a complete ohange of the pre-war 

eoonomic life could be seen in France, as a. oonsequenoe of the 

nation-wide effort to increase output.7 

As in Ge:rmallN'~ although to a. lesser extent, the 

concentration of economio fo:cces into the hands of State machineJ:.'Y 

was conducive to the development of a drive towards eeonomie 

expansion, whioh gained more and more ground, and during 1916 :1 t 

became clear tha~ economic conside:rations were here equally, 

6 The climax of state cont:r::ol was reached in France by the right 

to legislate "by decree in the whole domain of the country's 

economio !ifeu • These extensions of ;power were granted to iihe 

Clemenceau Ministry on FebJ:"U.al.'Y, 10th, 1918 ... p. Renourln, ~ 

FOlES of War Govwnments in Franc~, Yale U.P., 1927, p. 155. 

7 On Novembel!'J 24th, 19161 LfAction Fra.1l)taise emphatioa1ly 

revealed this change in mentality as follows; 

"Tout Ilmonde va J,ravaillerj 

Fini d1etre rentier ••••• 

Pour qu t nous soyons vainqueu:r:s, 

Plus d 1faignants, rien qu1des txavailleu:rs.u 

Quoted in: M. Hoegel, Die auswaertige Handelspolitik Frankreiohs 

nach dem Kriege, .1Jiuenohene~ Volkswirtsehaftliche Studien, NF,. 

Jena, 1929, p. 7. 
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if' not more imporla:i1.t than traditional largeJ¥ politioally motivated 

expansionist views. .After the Pa.:cis Economio Co:nfer·enoe f:rom 

June, 14-17t12:1 1916, which had o:p-liimiatioal1¥ envisaged a 

oomprehensive system for the further oonsolidation of ~~te~Al1ied 

economic ,oo-operatioiJ. af.."t;er the W~, it was obvious that in 

oonnection with this the elimination of Gemany' s pre-war eoonomio 

status and the claims for reparations were issues of' the utmost. 

importanoe, as fa:!' as any future peace settlement was oonc6xned. 

In Frenoh official circles it soon became unquestionab+e 

that the military defeat of Germany should also l.'6sult in an 

economic defeat. Thus during the wa:r, the Entente Cord:l;.~~? 

developed also into an Entente EOQ.nppU.gue, regarding both wax and 

b '" t- 8 peaoe 0 Jeo-~ves. 

The consis'bency in France t S policy in extending eoonomio 

warfare into times of peace was p:roved by her post-war attitude 

towm:ds Germany. This can 'be illustrated by P:r:esident ]JIi11erand 1 s 

Speeoh delivel.:'ed at Rouen on July, 26th, 1921:_9 

Our customs policy is an integral part of O~ foreign 
policy • Ii.. Ou:r lJIi:nister of Foreign Affairs has been 
oritioised, some~lmes not unjustly, o£ not having 
taken economic oonsiderations suffioiently into account. 
The danger would be no less great if' our Ministxy of 
Fo:ceign Trade did not recognise in its policies the 
impoxtance of diplomatio and militar.y faotors. 

Ge:rmany, on the other hand, had to accept defeat and 

the economio clauses o:f. the Peace Treaty threatened the vers­

existenoe of the nation.. Despi 'be the fact that the stl."'llotu:ce 9£ 

the whole economy was disrupted through the :pJ!Ovisior..,a of the 

Treaty; one should keep in mind that the polioy of financing th~ 

war had already la-id the fotmdation, for the co llapse of the mon~ta.ry 

system. Comparing the two nations, it was the war i tsel£ whic~ 

:p:roved to be di.sastrous. for F:r:ance, while it was the actual outpome 

which paralysed Gexmany. The latterJs position on the world 

market was far mox's seriously affected than thai; of Fx:ance1 and 

8 Ibid., PI>- 8-Lt_ 

9 W. Roepke., Diae iUtsgnationale Han{tels1Jolitik paM dam Kriege, 

Jenaf 1923, p. 12. 



the problem of meeting the olaims for Reparations proved to be in 

the immedicrbe post-w~ period "the main obstacle to reo overy ~ In 

addition~ it has been suggested that Franoef. s basio mistake was 

her failure to reoogniB€ the .limited nature of the viotor,r.l0 

Thus by ddscrirainatij.1go6'ainst Germany no'U only politioally but 

also eoonomically, any :capproq,hem,ent became rathe:r: il1usior.E~J IJ 

The systematio diso:r:imination against Germany, as far as foreign 

trade was oonoerned, is illustrated especially by Article 281 of" 

the Treaty:-

If the Gel:'man Gover.nment engages in international 
txade it shall not in respect thereof have ox be 
deemed to have gpy rights, ~:civileges or immunities 
of sovereigntyoll 

Against this background of hanoo-Geman oonfrontation, 

the most importan.t pe:rha:ps of the war legaoies was the reparations 

issueCi It was none other than this whioh influenced Franoo-

GeDllan relations i"or mo:r.>e than a decade in a tragioally a11-

embracing way.. It was unfortunate tha"c the Axmistice did not 

specify exact claims bu-b laid down certain general obligations on 

the :part Qf Ge:r.many, and this led to widely conflioting 

interpretatiol1.w The ~stioe was not a oeas·e-fire in the true 

seMe of the wo:r:d, but came to be regarded by some, espeoially ~he 

Fxenoh, as a. means of preventing Gel?many from taking up arms ag~ 

and as a meaJ.1S of reoovering her own costs o£ war. Thus while 

within eight months after the war the Peace Txea.ty was signed, it 
-book thirty mon-ths to settle the question of the total amount of 

reparations to be demanded., and it was here that bitter conflict 

was to be pe:c:petuatec1. 

~n October 3rd, 1918, the German Gove~ent accepted 

a peaoe settlement based on WilsonJs Fourteen Points and his 

10 D.W~ Brogan, ~he French Nation from Nanoleon t~ Pet~LJ 1814-124°9 

L:>ntion, 19611 p. 247~ 

11 See A.,lIis'!':0*=J: of the Peace Co,nference of Parisgedited by 

H.W.V. TemperleY4I vol. III, Chronology, ~lotes and 

Doouments~ london9 1920, p. 248. See also Articles 

264-312. 
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subseg.uent speeohes, the results of which were further specified 

in the Lansing Note of Novambe~ 5th9 1918. In aooord8~oe with 

this Ge:rman::r a.ccepted the general principle of l.'esponsibili -ty .fo!!" 

the restol.'atio:n of' the de'"v"astated areas. 12 

Thus the Axmistice was oonoluded based on these agreements. 

Much controve:ray a1-:ose over the interpretatioll of "the prEamble to 

Paragraph 19 of the Ar.mistice, which reads:-

With :ceseriation that a:tf3' future claims and 
demands. ~ •• remain u.na.:f"feoted,. the following 
financial oonditions are req'U.iJ:-ed; Reparation 
:for damage done.13 

This beoame the so-called Klotz clau~e introduoed on the suggestion 

of the Fre.nch Finanoe lVlinister who at one stagei' Ilguaranteedtt 

an:nu.alGerman reJ?~ation pa;yments of 18 milliaxd goldmarks. 14 

The olause was sometimes interpreted as an extension of the olaims 

made in the Lansing Note~ 11Ut in i'act it wa.s ha~dly mora tha.n a .. 
cammon legalistic rese~ation, not affecting the subject matter 

as such.15 Thus further claims be,yond the aotual letter of the 

Lansing Note were abandoned a~t the Peaoe Conference, and so the 

various claims for compensation for the costs of the war~ estimated 

at some £24,000 million and more" lost their signifioance. 

However , it still remained an open question as to what 

should be regarded as damages, as distinct from costs of the wa;r!.16 

12 R. Ronde, Von Vers.§-illes. bi§ LgS;g:gYlllEir Der Verlau.f dar 

Repa~atiQnsyerhandlungen nach dem,I. Weltkriege, Stuttgart, 

19509 p. 120 See also Stopler1 op. oit., po 88. 

13 J.]iIo Ke:y-nes, The Eoonomio Consequenoes of the Peace, London, 

1920, pp. 103 ff. 

14 J. Cailla~, Eoonomics and Politics in Europe, F.A., vol" I~ 
1922-231 pp. 39-40. 

15 B.1VI. Baruch, The Maldng o:f the Reparation and the Economio 

Sect~,9ns_ 9..;.f the Trea-W, New York .... London, 1920) PI'. 29-30. 

J oM. Keynes, :A. RetiEtion of the T:reat:v:, London, 1922, :Pl? 140 ff. 

16 Keynes, Cyl1Seauenoes, op oit., Pp. 54-5 and 103 ff. 

See also Keynes, Revision, op. cit., pp. 134 ff. 
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This was the time when the inclusion of: pensions :into the total 

AIL1ed claims was suggested, finally resulting in the acceptance 

of a .cather sophisticated interpretation o:f the term "civilian 

popllla-i;ionu • To make the Smuts Memorandum of March 31st, 1919 
responsible for this~ w..~. ;;0 call Smuts the "great South Afrioan 

casuistU
, does not seem to be £ully juStified. 17 

The lrranoh attitude towards reparations proved to be 

not ve:r:y realistic" The inclusion of pensiOns, while it trebled 

the amount of the to·tal Allied olaim, however reduoed the share 

of France as far as apportionment among the Allies was oonce:rned. 

At this time French politioians were mainly oonoerned with how 

much Gel:1l1al1¥ ought to :pay and not with how much she oould PS3' 

(fJ La boche payera tout") (I 18 

17 
I Brogan~ op oit~~ p. 248? 

W.K. Hancock, Smuts, volQ If The S~ne Years 1870 ... 2919, 

Cambridge? 1962) PP4 540-1. 

In brief:, the argument of: Smut J s memo:randum runs as follows: 

firstly ~ oompensation implies a n far-reaching scopeJf and oannot 

be limited to restoration of the devastated territories only_ 

!Seoondly'J compensa .. tion to the civilian :pop1.t~ation inoludes a.tlY 
damage suffered by a soldier, since he will again be a oivilian 

after his discharges- and thus all war pensions and separatiop. 

allowances constitute a liability of the Ge~an Government. 

To a certain extent it is justified to see in this a 

caB'llstic a:pp.:;:~oaoh. To oall it straight fozward oommon sense 

mig."'lt be casuistic as well. But Smuts was not the fi::cst to 

:put iorrrard suoh an argument at the Conference. The olahl for 

the inolusion of pensions gained. ground before Smuts even 

comtemplated writing his memorandum. :Both Smuts and Wilson 

have beel! descz-ibed as uideal:ists under stra.ir.~ bound to meet 

with some degree of: failurell
• 

Sele~ .. U€L.i::rom ·G~muts Papers 7 0!>4II. cit., no. 926, ppQ 96-8. 
This memorandum was first published in Baruch, OPe cit., pp_ 29-32~ 

G. Curry I Wilson, Smuts, and -the Ve:rsailles Settlemellt? 

A.H.~. vol. 66, 1960-1961, p. 986. 

18 Ronde, op. ai-G., pp. 37 If. J esp. 1'.42. 
A.J. Mayer, ~ics and ;Diplomacy of' Peacemaking,. Containment an,g 

Counterrevolution at Versailles, 1918-1919, london, 1968, Pl'. 647-540 
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The reaaOllS for this can be f'ound in the way in which 

many of the F:cench leade~s and the general publio ignored basio 

economio considerations in their dealings with Ge:rmal'lY. I t is 

haJ:d to unde:rsiiand how -the myth of Geman reparations as being the 

panacea for all French finanoial problems could have survived for 

so long as well as the belief that at the same time her vanquished 

foe could be kept prostrate. It was soon discovered that Ger.m~ 

could only pay the large sums required if' she could accumulate 

s~luses in her f'oreign trade to the amount neoessar.y for 

reparations. Thus she would have to oomply with her obligations 

by paying with the foreign exohange earnings obtained £rom goods 

and servioes she could export over and above her import requirements .. 

The basic and undisputable faot remained however, that 

there were limits in the elasticity of demand for Ge~an goods on 

the world mazrket o Fu:rthemore, the oapitalist system had its 

own working mechanism in that by stimulating further and. fu:r:.r1iher 

German expo:rt t:rade, Germa:nyts oapaoity to oompete with non-Ge:i!mall 

produoers would have to be improved into unforeseen dimensions, 

The interests of tILe latter had to be safeguarded and this neoessary 
~ 

bolstering of Gennruwls oompetitiveness as a trading nation at' "lihe 

expense of others would have had serious effeots and disrupti v~ 

consequenoes on luorld tra.de in genera,l. Furthermore, reparat~ons 

in kind also oame to be regarded as a mixed blessing both to ~ance 

and her Allies. FOJ:linstance, reparations in ooal made by Ge~any 

were at times so great that they forced the price of domestic coal 

down in Franoe, leading to re-ex:ports o:f coal by the latter at 

dumping prices, so affeoting the British ooAl induat:ty and becoming 

pa:rtly responsible for mounting social Ul'lX'est in Britain; whiol1 led 

to the General Strike of 1926.19 

19 SelB. Clough, France, A Histgry of Natipnal Economics, 1789-1939, 
; 

New York, 1964, Pl'. 324-5 and note 112, p. 418. 
For further details on conditions in Britain see: 

The Cgg1 CriSis, Facts from the Samuel Cgmmissiqn. 1925-6, 

Labour Research Department, London, 1926. 
R.P. .Arnot, The Geneml St~~g, May 1926: Its Origin and Hia.!ol.j1;, 

Labour Research Department, london, 1926-. 
J. Symons, ~h.Et General Strike, London, 1957. 
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Thus oan be seen the lack of insight j.nto the economio 

implioations of reparations demands, as from early peace times. 

The struggle to reach agreement over the total olaim to 

reparations was long and axduous. .After various even more 

extreme demands,. in FebrJ..aJ."y, 1921, Franoe was still demanding 

269 milliard goldmaxks ix-om Ge:cmany (£13,,5 milliard). On the 

other hand, the material damage in NortheZ'n Fx.-anoe was estimated 

at no more than £500 million, and the hench net war debt in teDllS 

of inter-Allied indebtedness amounted to about £700 million.20 

The Spa Agreement of July, 1920 had alre~ fixed the apportionment 

among the Allies andallooa·tea. 52 per oent to France. Thus at 

this stage, suoh demm1ds had rather propagandistio valua only 

a1 though exerting p:ressu.re on the Reparation CommiSSion, which in 

April, 1921 reached the deoision to fix the total amount of 

reparations to be paid by Gemany at 132 milliaril golilmarks (£6,6 

milliard) 0 21 

The Frenoh claim amounted to the following: (milliard. 

goldmarks )22 

20 Keesing's, 1932, 351 B. 

Keynes, Cqnseauences, OPe oit., pp. 116-20 and pp. 252-65_ 
loans made by France to Russia d1lJ':ing the war amounted to £~60 

million~ Adding this to tlLe net figure of F~ench foreign 

indebtedness, we arrive at £860 million. 100. cit., p. 254. 

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

national income of' Ge:cmany in pre-war times, whioh amounted to 

51 milliaxd goldrnarks in 1913. In te:t'IllS o:f the ter-.d tory 

remaining to Ge:r.many after the war, it was 46 milliard goldmaxks. 

F 0 Luetge, Die deutsohe Kriegsfinanzierung im I. tUld II. 

Weltk:cieg, Jl~t.r.aegezur Finanzwiss,ensch£t und Geldtheorie, 

Goettingen, 1953, pp. 243~57. 

22 Reparation and the Policy of Re1>udiation: .An American View, 

by uAl:phau, :U:-.1;. t vol II, 1923-24, liP_ 74 rf. 

1-1; can be sl.:lggested that a vic·corious Ge:rmany would have demanded 

ceteris 1Ja~ a total of reparations to be made by France 

amounting to about half of the .figure demanded by the latte:r 

after the war. However 'I the Ge:cman territorial demands espeoialJy 

those in the East were of greater im~ortanoe here. 

FisDher, op. oit., p. 117 and passim. 
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I. Clajm fQ~iUjuries to persons 35.5 

Ii. hoperty Damag-e 

(a) Damage in devastated ax.-eas 24.8 

(b) Shipping loss es, Damages 
abroad 3~3 

(0) Interest at 5 per oent, 
November 11th, 1918 to May 
1st, 1921 3.4 

Total 67.0 

It is difficul·~ to make an assessment of the amount whioh 

Ger.man.y actually paid. In any case, it xemained only a fraotion 

of the sum originalJ~ asked for4 

It had been reoognised in Artio1e 232 of the Treaty that 

Ge:rmany1s :resources made oomplete xeparation :for all loss and 

damage incurred by the Allies impossible. The persistent demands , 

for an ~easona..b1y high sum, espeoially on the part of France, 

were never fully suooessful, and even the amount of 132 milliard 

goldmarks was still fa:c beyond Gennanyts oapacity to :pay. 

On the other hand, it may be interesting to analyse 

Gemanyt s capacity to pay firstly in terms of" repaxations and 

secondly in te:crns of her expenditure on aJ:.'JD.aments by the Third 

Reich in the years preoeding World Wa:c Two. 

It should be.noted that the expendiiiul!e on armamen"bs in 

Germany amounted to. 51.5 milliard marks for the six yea:x1s leading 

up to World War Two. This German Uarmament effortU J:'epresents 

on an annual ave:r:age about 14 Fer cent of" her national income ,and 
. 23 

it came olose to 20 per oent for the years 1937-39. 

Here the effects on the German eoonomy of the 1914-+8 
war and those of the "Great DepressionlJ after 1929 are not 

completely incomparable where in both oases, industrial production 

figures indioated a contraotion in output of" about two-f"if't~. 

Admittedly, a democraoy and a dictatorship oan mobilize the economic 

potential of' a nation to quite a di£f"erent extent, and in addition, 

the psychological factor has to be considered. In the 1930 's, 

re-aa'lllament was something which could easily be made tfpopulaxn f 

23 Survey, 1939-46, The World in March 1939, Appendix II, p. 493. 
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which could hardly ha:-V'e happened with reparations. Thus it 

remains an interesting fact that from 1925 to 1930, Qemany spent 

on the average 2 4 6 per oent of her national inoome on reparations, 

but a percentage of .five to six times. as muoh of her national 

income OJ:). a:.G!1aments :ill the years 1933-39{) 24 This demonstrates 

the relative~ moderate annual burden imposed by repaxations after 

the coming into operation of the Daw?s Plan when comparing it with 

the heavy bu.:r:den late!: imposed by re .. a,rmament. However, this 

comparison is misleading as regards the period 1925-30, since the 

latter does not rep~esent the immediate. post-war times. It was 

during the pre""Dawes Plan years (1919-23) that the amount of 132 

milliard goldmarks was put fo:r:ward "lUlCollditionally as the total 

Allied claim and that the al1.l1ual demands for reparations proved 

to be beyund Ge:rma;ny~s capaoity to pay. Although in 1924 the 

Dawes Plan recognized the limits o£ Gem.arlY f S oapaci ty to ~ay when 

reducing her amll1.e..l instalments !I the total Allied claim was 

offioially revised. only with the Yotu1g Plan o£ 1929. Thus when 

oomparing bo"b..h the postc..war JfreparaJcion efforbu and the post­

d.epression Ha:rmamen-li effort", the obvious starting points are the 

years 1919 and 1933 respective~. 

It is a debatable question whether any valid calculation 

of reparations as a :percentage of national income can be obtain~d 

for the period 1919~23 which is relevant here. Similarly, only 

estimates are avail?-b1e for the total amotmt spent- on axmaments 

f~ the period. 1933-39. Nevertheless, it can be sugges-hed that 

the Jtreparation effo~~n of the yea:r:s 1919-23 more or less equalled 

the Uannament efior"litl of: the years 1933-39.25 

24 E. Mantoux, The CEirtha.,Q,-inian. Peace or the Economic Conseauence§. 

of Mrt KeInes~ Oxford UP, 1946, p. 147. 

25 Surv~l~ opo-cit., p. 5010 

Mantoux, op. cit., pp. 111-7. 

11I.Yo Sweezy, The .S:f:L~ture of the NClZi Eoonomy, Harvard Up, 

19411 Pl? 206-8. 
The Geman estimates of reparations are used here, after 25 pe~ 
cent have been deducted £or It ad jus tlnent U purposes, in order to 

eliminate cextam n errorsu which may have occurred in the 

••••• £ootnote 25 contir.a1.ed/ 
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In fact, the Ha:r.mament effort" of the 19301 s represented 

an utmost strain on the productive reS01.tt"oes of Garmany. Since 

the :i:m.paot of' -!ihe "Great Depressionu was at least in the same way 

felt as that of the First World Wa:r and aince reparations resulted 

in a s:imilro: burden for the nation1 i-1:; becomes appa:cen-l:; that 

Germany' a capaoi ty -1;0 pay was 9verstrained by the repara-bions 

demanded during the years 1919-23. 

As far as Franoe is oonoerned, she adopted a modeJ:.'ate 

claim. to re:parations only after :realizing that during the 20 

months of' the occupation of the R~ Dist:rict, when in control of 

four-fifths of GeJ:'manyts heavy industXYf 26 she was able to seou:t'e 

much less than a tenth of all reparatiOl1B received from Ger.many up 

to the coming into force of the Dawes Plan. 27 

25 oontinued 

German calculations. The national inoome of the year 1913, 
within the Vexsailles boundaries (exoluding 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 peroent~e share of re:pax'atiolls. Despite this, reparations 

amount to 13 per cent of national income in this oaloulation. 

Due to reasons given above, it oan be assumed that the actual 

percentage was even higher. In addition, it should be 

emphasised tha-Ii the Ger.man figuxes are largely reliable fox 

oalculating -che urepaJ:.'ation effort lJ
• Some of the goods and 

servioes supplied in ter.ms of reparations made by Ge~any Oan 

be regarded as be:ingcompletely useless for the purpose of 

actual compensation. For the pux:pos e of re-armamen·t, however, 

the possible ohalm.elling of this n effort" is deoisive and 

relevant here. In this oontext 1 we are not ooncerned with 

the utilities gained from reparations by the Allies. The 

disutilities involved for Ge~&~ are important, since they 

represent an equivalent potential in terms of' the alternate 

"annament e:rfortft
• 

26 In the late 1920's the Ruhr Distriot was to become responsibl~ 
for about four-fif"ths of the output of the whole German iron 

and steel indu.stl."y. - H. Levy, !pdust~ial German.,y, Cambridge, 

1935, pp. 48-90 
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27 FtJ Friedensbuxg,. pie Weimax-er Republik, Berlin, 1946, PI'" 103-5. 

It should be noted that ill l'rinciple~ I am in agreement with 

Mantoux as regards -the difficulties in estimating post-war 

national income c±> Ge:--:!1J.9J:1Y ~d thus took like him the 1913 

:figures, while OIf ering are-ass essment in view of G-ennany's 

oapacity to pay reparations. - Mantoux, OPe cit., Pl'. 14-5 
and 115 ... 6. 

For a detailed treatise o:f Gexroany l s oapaoity to p~ reparations 

in view o:f her :foreign trade requirements and her budgetar,r 

problems see~ R.G. Moul'con an{l C.E. McGuire, Germany's Capaoity 

to Pay, New York, 19231 p~. 98-200. 
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2. THE PROBlEM OF COMPENSATION :m TEE CONTEXT OF THE 

RUHR ... LORR.!!!.-qs .. CHANNEL UNIT G 

Mober having touched upon some of the aotual cons equences 

of World War One and of -llie Peace Settlelllent, it is both interesting 

and necessa~ to compare them with the difi'e~ent outcomes of' the 

war which. might have been poss~ble. For oonvenienoe, I restriQt 

myself to the role of the Ruhr-Lorraine-Channel unit in respect of 

Franoo-Ge:rman antagonism. 

In approaching the problem by means o£ this model, the 

underlying forces behind the Franco-Ge:cman antagonism 0&1. be seen 

in the demands for compensation whioh were made in te:r.ms of either 

territor,y or reparation payments. These demands for compensation 

can be reviewed in the light of the economic balanoe of power 

between the two nations, as illustrated by their ahare in the 

vital Rur..r",~Lorx:aine-Channel unit, a share which both nations aimed" 

at increasing at the expense of the other. To show the magni ~de 

o£ the mutual d1.--i ves towards hegemony J the importanoe of eaoh area 

of this unit hSB been exp:cessed in texms o£ its pre-war steel 

produotion as a percentage of the steel output of the unit as ~ 

whole. Steel is also used as a measure of value with regard ~o 

oompensation by reparation payments. Henoe :ceparation paymen~a 

are expressed in H steel our:r.-enoytl and are given as a percenta.g~ o£ 

the steel output of -bhe whole unit. Tbis has been done to show 

the dimension of the demands £or reparation payments as against 

the demands for compensation by territory. In other wo:cds, a 

nation would receive an equal amount of oompensation by sec~ 

either temporary or permanent oontrol of the equivalent steel 

output ·0£ a certain -part of the unit 1 as she would receive frOIfi 

reparation payments. 

The repe:ccussiona of a:ny permanent extension o£ cont:rol 

over an area will not be dealt with explioitly. The pezmanen"\i 

nature of any peace se-btlement oan be questioned as a. uri iierion 

here. O~ff a peace based on mutual fairness and taking both 

nations' interests fully into account, might have offered some, 

lasting peace. Up tmtil then, it was simply unrealistio to 

assume the establishment of any Hnew orderu which was to oancel 

out the oentu.:ty .... old F:ranco-Ge:rman an-tagoniam. 
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In line with this, the following hypothetica.l and aomml 

settlements as regards the eoonomio balance of' ~ower in the ~tnit 

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

llIy first case is that of a peaoe with no te:critol.'ial 

demands and no olaims to reparations to be considered - a rather 

unlike~ proposition since eaoh side was deter.mined to deoide the 

war in its Ovm f'avour and to make others pay £01: it. The attitudes 

of the peoples themselves would have made impossible suoh a 

settlement by maintaining the status gUQgnte. Both the French 

and the Ger.man peoples were asked to make extreme~ heavY 

saorifices dux'ing the war and were inspired by a propaganda 

Dlaohine~ whioh promised everyone that at the end of this WB:rf he 

would be on the side of the creditors. The peoples were led to 

believe that the enemy not only ouzht to !lay but would be made to 

pay the bill for the wart,) The arousal of suoh popular sentiments 

elucidates the diiTioul tiesexpel."ienoed after the war in expla:tning 

to the Frenchman that there could not be Hful:filment" of all his 

hopes with rega.:r:d to reparations, Yrhile on the other hand, it was 

no less dif:ficult to make the German believe that "fulfilmentU 

was, if not a good thing, at least something to be accepted. 

Out of this develops 01.l.r seoond proposition - that 0:+ 

peaoe with claims. "VVhoever the victor be. he olaims compensation 

in one way or another. However, things had not neoessarily t<;> 

develop into the impasse that they aotually did become, and 

depending on the circumstanoes involved, various solutions might 

have been possiple. In faot, everything boils down to the 

existing Franco-Ge~an antagonism in respeot of resources avaifable. 

Both the pr~-Ar.mistice imperialistio drive by Ger.m~ and the 

mainly post-.A:r:mistioe ~ive tow~ds hegemony as undertalten by 

Franoe, weJ:.'e largely motivated by the realisation of the orucial 

imllortance f'or eaoh nation of whioh share she would be able to 

secure for herself out of" the Ru.h:r-l'Orraine .. Channel unit. Not 

only the dealings at the Peaoe Conference, but also the 

oocupation of the Ruhr Dist:riot highlight this.l 

1 O.K. Leith, The World Iron and Steel Situation in its Bearing 

on the hench Occupation of the Ruhr~ .!4., vol. I., 1922-23, 

pp. 136-51. 
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The foxmulation of hypothetical Haolutions" firstly 

enables us from an economic po:L."1.t of: view to obtain a grasp of the 

economic importance of areas which contributed so much to the 

creation and IDcdntenance of Franoo-Ge:cnan antagonism.. Secondly 'I 

it throws light upon the extent of the tJ antagonising weight" of . 

demands for oompensation~ As far as tl!ese hypothetioal settlements 

of the model are oonoerned, when distinguishing between moderate 

and excessive claims to reparations in texms of steel output of 

the unit as a whole 9 the French claim is taken as twice that of: 

the German, since the latter plaoed about half of the formerts 

emphasis on reparation ~ayments, while extending her territorial 

demands aocoxdinglyo A moderate claim is taken as representing 

an equivalent amo1Dl"b of 50 per cent and 25 per oent respeotivelr 

of the unit!s annual pre-wax steel output. In line with this, 

an exoessive olaim is assumed to be 200 per cent a:nd 100 per oe11t 

respectively. The value of the 1913 steel output of the unit 

represents about 31°00 million goldmarks f a figure which has been 

arrived at by multiplying the total quantity supplied by its 

avaxaage price - 20 0 1 million tons times 150 goldmarks. This 

model is detaohed from reality insofar as it does not take into 

acoount destruction by the wa:r: and ohanges in produotivity in 
2 general. 

The role eaoh area of the l..mit plays in its contribution 

to the economic balance of :power is summarised as each one's 

:percentage in respect of steel output in the table below: 3 
% 

Rulir District4 50.3 
Saar Texri to:ry 10.4 

Luxembuxg 6.5 
Lorraine .Jhmexee 

French Lorraine5 

Pas de Calais5 

:Belgium 

Ruhr-Lorraine-Cllannel Unit 

11.4 

5.5 
5.5 

10.4 

100.0 

2 It is intel.testing to note here that the German pre-war level of' 

steel output j adjusted to changes in territorial frontiers, was 

already sU21?assed by 1922~ The events in oonnection with 
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From the above, it beoomes clear that whatever provisions 

might have been inco~orated into a peace treaty, the dominant role 

of' t:..i-re Ru:hr. Distriot had to be taken mto aocount and thus even the 

Frenoh policy of making the Rhine Ge~any1s western frontier w~d 

not have s.ettled the ex:l.sting state of affai:rs more favourably for 

France than did the actual Peace Settlement. In fact~ t.he Rhine 

frontier nOO only strategic value. 

The economio :importanoe of both pre-war Gennan Lorraine 

(Lorraine Annexee) and the Sa~ Territory oan be seen from the 

fact that the formerts output of steel surpassed that of the pre­

war share of France in the twt, while the latter l s output of 

steel oame olose to it. 

Leaving the analysis of -the above table aside, and sinoe 

we are here not concerned wi-bh diplomatic histol.'"lJ as such, I move 

on to the following stumnary of hypothetioal events whioh, compared 

later with the a("tual outcome, may suffice to demonstrate more 

clea"t'ly the significance of the Peaoe Settlement and its 

reperoussions on Franco-Ge~an relations.
6 

2 (Continued) 

the ocoupation of the Ruhr District in 1923 had their adverse 

effects of course. Despite thiS, the German steel output for 

the 1920 's remain'3d on the average well above the p:re-wa:r level. 

Statistical y~ Bookaf the League Of Nationa, 1931/32, Tab~e 72. 

3 See Appendix A, VI. Apparent inoonsistenoies are due to th~ 

simplifioation of deoimals. 

4 The Ruhr Dist~iot was responsible for over half of Ger.man,yls pre-war 

steel output. For fuxther details, see Stattmisohes Jahrbuqh Auer 

das Deutsohe ~. 

5 Frenoh Lor.raine and the Pas de Calais were responsible for less 

than a quarter each of France t s pre-war steel output. For fux-bhar 

details, see .Annuaire General de la Franoe et de l'Etrantt:'ex. -

6 Fischer, OPe oit., pp_ 96-113, 117~9 and 173-9G 
H. Lichtenb~rger, Relations between Fx-ance and Gennany, Washingtonj 

1923, pp. 9-25. 
All Tardieu, ~he T=£!J.th about the T:r.-ea:tY, London, 1921, passim. 
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I H¥D9th~tioal Developments.7 

1. Jictor: Ge±manY 

(a) Negotiated peace with no ter.rito~al claims and no 

reparations,demandedc 

- Compensation : Nil 

- Balanoe : Germany /Fl!anoe 

78.6/11.0 

(b) Negotiated :peaoe with the realisation of moderate 

territorial olaims (inoorporation of parts of Frenoh Lor-.caine into 

Germany, i.e. Longwy-Briey Dist:cict) and moderate amount of 

reparations demanded. 

- Compensation : Ter.rito~ 5.5 
Reparation Payments 25.0 

- Balance : GermanyjFrance 

84,.,1/5.5 

(0) Dictated peaoe with the realisation of excessive terr:i.torlal 

claims (extension of German con-breI ov~ Belgium and the Frenoh' 

Channel coast from Calais to Boulogne and annexation of the whole 

of French Lorrail1·e) and exoessive amomrt of l.'epaxations demanded. 

- Compel1Sation : Territo~y 21.4 

Reparation Payments 100.0 

- Balance : Germany /Franoe 

100.0/0.0 

2. Yi-pior: France 

(a) Negotiated :peace with no territorial claims and no 

re:para'~ions dem.andec1. 

- CompensatiOn : Nil 

- Balance : France/Gemany 

11.0/78.6 

(b) l\Tegot:i..ated peace with the realisation of moderate 

7 As outlined earlier nn, oompensation is split up into that made 

in territol,j' ctnd. that made in annual repaJ!ation pavrments, expressed 

in terms of the 1913 steel output of the unit as a whole. The 

balance refers to the remaining share of eaoh oountra- in the uni-li's 

steel-pl!odu.cing a2'eas. 
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territorial claims (inoorporation of Alsace-Lorraine into 

France) and moderate amount of reparations demanded.-

- Compensation : Terxitor.y : 11.4 

Reparation P~ents : 50.0 

- Balance : hance/Germcmy 

22.4/67.2 

(0) Diotated peaoe with the realisation of excessive te:r::ritorial 

ola:ims (inaor:poxation of Alsace-Lorraine and the Saar Territory into 

France, orea~J:;ion of a Rhenish buffer-statal i.e. mune frontier for 

Germany) and exoessive amount of reparations demanded. 

- Compensation ; Terri-cory : 21.8 

Reparation Payments :200.0 

- Balance8 : Franoe/Ge~any 
32.8/50.3 

II Actual development .. Versailles Peace Settlem.ejrh. 

Combination of olaims under (2b) and (20) 

i. Incorporation of Alsaoe-Lorraine (lorraine Almexee) into 

Frallce. 

ii. Temporary extension of French control over the Saar 

Terriiioxy. 

iii. Demilitarlsation or the Rhineland and tem:pora:t'Y oocupation 

o£ it. 

iv. Excessive amount of reparations demanded. 

- Compensation : Territory : 21.8 

Reparation Payments :213.5 
... Balanoe ; France/GeDnaJ1Y 

32.8/50.3 

At first sight it would appear that Franoets te~£itor~l 

olaims were even greater than those or Germany. How-ever, in 

judging the magnitude of a clajm~ oonsidemtion should be given 

to how :far the olaim extends over areas in the main inhabited by 

popula-bion groups other than that of the nation putting forward 

this claim. There we-r:e no German settlements beyond the 

frontiers of the share in the un:i t which Germany was in oommand 

a Excluding Luxemb'tl:"Cg. 
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of before the war\) Thus even the modeli"ate G~::t'man bla:im to 

territory was less justified than tlia1; of France, notwithstanding 

the fact th8,t it is ~J deba-t;able question of' to what extent the 

popula-i:;ion of j\-1sace-Lor~aine (lorraine Annexee) could be regarded 

as consisting in its o'VeJ:"'Vrhelming majority of Frencbmel'lfl In 

deciding the Inab1'l1i.tude of the hanah tel'.'Xitorial olaim, i-1; would 

seem advisable that lorraine .Annexee be regarded as largely French, 

and thus not a true territorial claim. Assuming this, the 

moderate French claim to territo~J-becomes zero and her excessive 

claim is reduced by more than half. 

It can thus be seen that the outcome of the Paris Peace 

Conference represented the realisation of moderate to slightly 

excessive territorial demands on the part of France. As far as 

olaims to rep~tions are concerned, they were n erbxemelyll 

excessive at the time of the Peace Settlemen·~o A If compensatio!+ 

period 11 of 42 years was envisaged, with instalments amounting to 

6.4 m:1.11ial."d goldmarks per annumf to -be made byGerm~ to Franqe 

both in foreign exchange and. in kind. Since the w<tctime demands 

of' Gemany are compared with those of France, it seemed advisab~e 

not to oonsider moderations in the attitude of the latteJ:' if they 

took plaoe ·after the oalendar yea:J: of the signing of the Peace 

Treaty, Thus it is not relevant here to take the l~ss excessive 

total claim into aooount, which represented an inter-Allied 

compromise and which was partly influeno·ed by :post-war condi tiol1S 

after the eX];lerlenoe of two years of peace. Certain rigidi tie~ 

are neoassar,y in this model, in order to throw light upon the 

question of the degxee of repaI.*ations demanded by each bellige~1i 

du:t'ing the war and the immediate post-war times up to the si~ 

o£ the Peaoe Treaty. The later modifications and realisation of 

such demands are quite a different matter.9 

Even when conceding that the U extremely excessive" Fx-ench 

demands for repa:r.aations became less excessive over tiJ;ne, they 

retained their exoessive character for the early post-war years. 

However, it is a debatable question whether the total French claim 

9 Keesing~s, -1932~ 351 E. 

Friedensbm.:'g, \{eimare~ Republik, OJ?_ cit., pp. 103-5. 



for compensation was more excessive than the Geman excessive 

claim espeoially of" the ea:cly World War One times. It oan be 

suggested that the Gennan claim to ter.ci tories was n extremely 

exoessivett 
- in faot it would have l.'e~ulted in the elimillation of 

Frenoh influenoe in the R1ih:l?-Lorrail1.e-Channel uni to 

The underlying reasons for their excessive claims either 

in terri tory or repa:r:ation :p~ents lie in the political sphere, 

where the drive for hegemon;y oan be basically explained in terms 

of the Geman complex of isolation and the French oomplex of 

security. Long before the outbreaJ.~ o£ World War One, German;v was 

faced with beooming more and more isolated in inter.national 

polities _ The war -Gimes brought it home to leading Gemans that 

o~ her strategioally impo~~t presence at the Ohannel and her 

eoonomic control over the RuhJ:-Lorraine-Channel UlU t would 

counte:eact the dangers irrl!olved in a.-rry future war, where she might 

again find herself isolated~ This isolation complex had its 

equivalent on the French aide in the latter's seourity complex. 

France realised her potential economic and militar,y inferiority 

against Germany. One wonders whether after the war, the letter 

of the Bible was as much believed in as was the letter o£ the 

Peaoe Treaty by the majority o£ Frenchmen. However, relying on 

this Treaty to suoh an ext~nt of£ered sec'l.U"ity o£ a vel.7l deoeptive 

natu:r:-e only. Thus Franoo..Qe:r.w.an antagonism was to develop int9 

a deep-rooted stumbling block where each nation's uoomplexll 'l;1o~d 

in an opposing direotion to the other.lO 

The expression of the post-war shift in economio pawe+, 

in numerioal terms illustrates the d1£ierent degree of importan~e 

attachfjd by both sides to ter:ci torial questions and the extent Qf 

Franoo-..Geman antagonism was largely a function of the settlement 

of the frontier claimS concerned, although of course, the relevanoe 

of emotional aspects should r~t be underrated. 

In the case of the moderate as well as the exoessi~e 

claims to terri tory, a viotorious France would have gained both 

in relative and in absolute terms more than a viotorious Ge:r:maxw, 

10 T.W., Lamont" The Final Reparations Settlement! F ... A., vol. 8, 

1929-30, :p- 353. 



despite the smaller emphasis plaoed on ter.::citorial demands by 

France 0 The reason .for this is that Francels pre-war share in 

the unit amounted to about one seventh o£ that o£ Ge:r.'lllany and thus 

even the moderate French olaim to Alsace-Lorraine (Lorraine .A:nnexee) 

implied the doublil1g of the French shB.J:?e in the Ruhl.--Lorraine­

Channel unit and an inorease in the oapaoi -by of her iron and steel 

industry by about one half. The Geman moderate olaim to the 

Longwy-Briey District (French Lorraine) would have added aooordingly 

to the total Gem.an capaoity to a fax smaller extent. 

As regards Alsace-Lorraine, the underlying economic 

aspeots represented driving forces of v~ing degree behind the 

po1i tioal scene. Keeping in mind that Ge:rmcmy seemed to be fro: 
more willing to acoept the loss of Alsace-Lorraine fxom a sentimental 

angle than had been the case with France, 11 it becomes apparent that 

both eoonomic and sentimental spheres worked in similar directions 

- with France intensifying the drive of the nation towards 

regaining the three DeJ?artements. lost in 1871 and with Ge:cmany 

becoming more and more ready -to accept the loss of this Reichsland, 

as it was termed9 Thus a viotorious France would have found i"l; 

comparatively easy to come to a rapprochement with Ge:cmany if" the 

Fre~oh claim had been oonfined to this area. It was the exoessive 

demands for reparations which in -the main gave the Franco-GelEan 

antagonism its lasting ch~~cter. This was further aggravated 

by the fact that the reparations issue had its direot bearing uvon 

territorial questions, when France asked for produotive securities, 

culminating in the oocupation of the Ruhr Distriot. On the otf.er 

hand, the French move towards the Ru.hr J:."6sembled in many ways t¥e 

German policy of establishing hegemony on the European Continen~ 

duxing the wax- where she, if successful. would have oontrolled 

the whole of the Ruhr-Lorraine-Channel unit. From this pexspeptive, 

it is difficult to sa:y who is to be blamed first. A dif.ferenc~ in 

time of a few years does not make azry one policy moxa justifiabJ.e 

than the other. 

11 For a detached recordo£ both cOLu~txiest attitude towards the. 

ttrights" -'liO this territo~, see Lichtenberger, OPe oit., Pl'. 3-708 

N.B. Fo:-c detailed illustxation of each countl.7 t s share in the 

unit, see Appendix B, I. 



3. THE SIGNIFICANCE OF TEE ECONOMIC DISCRIMIN.ATION AGAINST 

GERMANY .AND J;TS POLIT lCAL D,IIPLIC.A!rIONS. 

ApaJ.'t from the problem of reparations and compensa;liior.. 

in general" another impc'::'tant aspect of the Peaoe Settlement was 

the economic discrimination against GermaJ.1.Y, 1Ilfhioh will firstly be 

disoussed in tems . of the tempoo:ary p:r:ovisions d'l.l:t1.ng the first 

half of the 19201 s. Seoondly an -example will be given of the 

impaot over the period as a whole, of less explicit for.ms of 

disorimination. 

As we have seen already, eoonomic disorimination against 

Gennany was sanotioned by the Peace Treaty (see especially Artioles 

264-273) ana it remained in .force fo:r five years, sinoe the right 

to prolong the discriminatory provisions was not taken up by th~ 

Counoil of the League of Na.tions'l) 

F-..cance hoped that these provisions would enable her to 

atta:in rapidly a dominant position in the "international economio 

sunu , and would also, hand in hand with the :reparation clauses, 

guarantee some upper limit to Ge~y!s industrial revival. l 

This was to a certain degree an extension o£ French pre­

war protectionism, in accordance, however , with the provisions laid 

down ir~ the Treaty, whilst being on the other hand a olear violation 

in letter and spiri;; of the third of Wilson's Fourteen Points.2 

The removal, so far as possible, of all eoonomic 
barrie:r:s and the establishmen-b o.f an equali -by of 
trade oondi tiona among all the nations consentil1g 
to the peace and associatin~ themselves .for its 
maintenance. (my emphasis) 

From a purely economio point of view, however, it was 

clearly to the advantage of Franoe to trade with Gexmany immediately 

after the Ar.mistioe. The exchange of raw materials and manufactured 

1 8.:8. Clough, op. ci·h.~ p. 291 

F .W. Taussig, Fxee Trade, The Tariff' and Reciprocity:, l\Jew York~ 

1927, p. 202. 

2 Keesing's, 1918-1931, pp. 10-11. 

H. Nicolson, Peacemaking 191~, London, revised edition, 1943, 
reprinted 19641 :PP. 185-211. 
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goods with Gennany was an essential element in the st~tloture of 

the F~ench economy.3 In faot~ the provisions of the'T~eavy were 

supposed to counter-balanoe this dependence, in partioular the 

clauses concerning the Saar territo~J and the obligation OI German,y 

also to deldver re:paJ.:ations in kind. Gemany suffered gxeatly 

because of the blockade, which was largely kept up after the 

Axmistioe.4 With regard to Franco-Geman trade, however, Germany 

was less dependent on this trading partner, than was the case with 

France, where trade with Gel.'lllany amounted in pre-war times to about 

13 per oent of her total trade, whereas the percentage figure for 

Gemany was about half of that. This was aggravated by the 

eastward extension of the Frenoh customs frontier, since the areas 

concerned were economically speaking largely orientated towards 

the domestio German market, and espeoially prominent here was the 

intexdependence between Lorraine a11.d the R'U..ltu- Distriot. 

The discrimination against Gexma!l¥ was in particular 

introduoed by tl~e one-sided application of the most-favoured-nation 

tZ'eatment5 whioh Ge:r:many was required to grant unilatera.lly to all 

Allies. 

3 In 1913 Ge:Gnany was after Great Eri tam and Belgium the third 

largest cus"liomer of French ~oducet and after Grea-t Bri-tain hex 

second largest so~~ce o£ imports. 

For further details see: .Armuai.:re General de la hElllQ!L et de lIEtran,ger. 

F (,IA. Haight, ;., History of French; COmmercial Polioie,£b ]j'ew Yo+k, 1941, 

p. 934 

4 The blookade which continued officially until the Peaoe Settl~ent 
incurred a loss to Germany~ whioh was estimated at 12,000 million 

markf3. See G. SoJ.mssen, Beitraeae Z;p;£ dgutsgh§n Politik ynd 

Wutsohgft, 1900 .. 1933, vol. I, Muenchen-Leipzig, 1935, p. 128. 

Others have maintained tha.t the blockade was baxdly o£ any g-.aeat 

consequence, K. Laursen and J. Pedersen, The German Inflation? 

1218- 1923, Amsterdam, 1964, p. 54. 

5 The implementation o~ the most-£avoured-nation clause means that 

one trading nation g:cants another the same t~iff conoessions 

already grantec1 to any other nation or to be granted in the 

future. This is the most-favoured-nation treatment in its 

••••• footnote 5 Continued/ 
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Again, sinoe this p:oovision was not extended by the 

League of' Nations Council it ceased to be effective afte:r January, 

IO-lih~; 1925 t 

This.most-£avoured-nation olause had p~Gd a crucial 

role in Fra'nc~erm.an z-elations since 1871., In 1862, the Franqo-

----------------------------------------------------------------------5 (Oontinued) 
unoonditional or classioa1 foxm. In fa.ct, the most-favoured-

nation treatment does not guarantee a:rry U£avouritett j;JOsition to a 

single trading nation, but it ensures equal trea.tment of all those 

nations who a:ee by virtue of mutual agreement subjeot to this 

olause. The gra.nting of the most ... !avoured..,.nation trea:liment is 

no:rmally' agreed upon on a bilatere.l basis. Germany's granting 

of the most-favoured-nation treatment unilate:t'ally to the Allies 

for i"ive yem:s aftexa World War One, represents the exoeption and 

not the rtl.le il It should be noted that I have refer.red to most- .. 

favoured-nation tre~tment always in its unconditional foxm, as 

it becomes fu11y.re-eatablished between Franoe and Ge~~ ~ 1927. 
OoOOi tional mos-t;-favoured-nation treatment is a, misleading t~m, 

sinee it is the applioation of the p~oiple of reciprocit.y, which 

:i.s opposed to the prinoiple of equal treatment. The equali~ation 

ofoonoessions granted and received betw'een two trading nations 
1 

only, is in its strict application a violation of the olause, 

sinoe no other trading nation enjoys the concessions granted pe~e. 

In general, reciprocity· agreements involve a high degxee of 

discrimination betv7een countries. 

In oormection with the advent of the "Grea.t Depression" 1 

the ~Uloonditional most-favoured-nation olause was, if granted. 
subject to evasive devices suoh as exchange controls, olea:clng 

ag:reements and import quotas • It will be seen that the most­

favo1.'l~ed-nation olause remained in foroe between Fra:l1,oe and 

Ge:r.many. However, the pe:ciod 1932-36 in particular,' showed 

that in faat trade relations were based on a striot~ reciprocal 

basis. 

S.lI. Bailffi Reciproo';"ty and the Most-Favoured-Nation Clause, 

Economioa, vol. 13, 1933, Pp. 428-56. 
R.C. Snyder, The Most-Favoure~-Nation Clause and Recent Trade P.raot:Loes·1 

P.S.Q., vol. 55, 1940, pp. 77-97. 
~, vol. 7, 1961, pp. 285-8 0 
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P£ussian CO!nl1lel:!oial Treaty included the most-favoured-nation 

treatment and had laid down some kind of" liberal tradition similar 

to the Cobden Treaty of 1860. In.Art. 11 of the 1?reaty of Fr&ikf'Urt 

both COU-Yltries had guaJ:.'anteed eaoh other ttete:rna.lll irrevooable 

mutual most ... £avoured .... nai:ion treatment (f1 erige unkuendbare 

gegenseitige Meis"ubeguenstigungl1), whioh in its unconditional 

character im~osed restrictions on France as well as on Ger.many.6 

It is true that GemEmY' took advantage 0:£ this provisi.on by 

avoiding as far as possible a;ny oOllmlercial agreement with a th~d 

country t which might have been .favours.ble for France as well. On 

the other hand, she was very suooesaf"ul in exploiting cmy concession 

made by Franoe to other countries. l~ot surprisingly French publio 

opinion developed strong dislike for this clause.7 

Quite oftel1. it has been forgotten, however, that it was 

Franoe who had asked for inolusion of this olause in the Treaty o£ 

In iaot, this later ttU"lled out to be in favour o£ 

Ge:tman;r t while fu;;:rthemore it was no less ironical when Germany 

later realised that -the high-phosphoric iron-ore (minette) depqsi ts 

in Frenoh ionaine we:re anything but as useless as thay we:re thought 

to be in 1871. 

It is suffioient here merely to refer to other 

discriminatory mea8'l.1Xes without gOing into much detail. The main 

res'Ul t of all these provisions was that Gema.n;yt s sovereignty V{aS 

to a certain ~ent a.f£ected f as was in one way or another, th~ 

material well:"being of the nation. 

The We±mar Republic suffered greatly fi!om the 

consequenoes of defeat, and it is rather a miraole that it had 

6 Stolper, op. cit., p.' 62. 
The following aspeot is quite often overlooked: This clause 

as laid down in Art. 11, Peaoe of Frankfurt, was to a oertain 

extent responsible £or the faot that a customs union between 

Austro-Hunga.Y.if and Gemany did not oome into existenoe before 

1914. 
N., Reichesberg, Die Meistbeguenstigqng in den kuenftigen 

Handelsye~~aegenf Ber.n, 1918, p. 14. 

7 Haight. op. oit., p. 125. 

Hoegel, OJ? cit. f p. 81. 
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not already oollapsed earlier, since lithe de:feat was the source 

~ its ovvn existenoe"" ,,8 Suoh provisions under lined only too well 

the precarious character o:f this existence. 

One of these provisions, finding only an insignif'ioant 

place in'the Treaty,9 proved to be, however, detrimental to arJ:3' 

new beginning of unhampered economic relations.,. It was laid 

d own here tha t the Allies were entitled to exert II eo onomie and 

financial prohibiti,ons and reprisalsl1 , in "Ghe event of Germany 

:failing to meet all her oblig~tions'll At :first sight 'chis clause 

may appear to be quite innocuous. Nevertheless, it should be 

remembered, how easy it was for Franoe to make the Reparation 

C omruiss ion declare that Germany was in defaultof' her obliga tiona. 

By this the French Government could confiscate property of Germn 

na·fjionals in France and this potential threat of' appropriation had 

some adverse ef:f·ects on German business. It was only af'ter the 

preliminary Franco-German Commercial Treaty o:f August 14th, 1926 " 

the t any legal basis for German na tiona.ls 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 "most-favoured-mtion treatment" to Allied 

nationals, ooncerning in particular all matters as regards importationf 

exportation, transit of goods., tariffs of the railways, itlld 

navigation .. JLO In addition. Art. 279 provided for the right of the 

8 L .. Dehio, The, Precarious, Balance, The P olitios of PONe!: in. 

Europe, ].494 - 1.945, Lond~, 1963, p. 25~. 

9 Treaty of Peae:e, Part VIII, Annex II, 18, see TemperleYf op~ 
c.it., p. 224~ 

ID The Rhine Commission oonsisting of 19 members included fi-ve 

French representatives 1 one of" them being President. Germany 

as main power on the Rhine, however, had only foUr, while Italy 

fat! unJmown ~asons had tV:lo-representative~. (Art. 355) b 

J .. M. Keynes, C ~equences 9 opci t., ppo 98-102~ 

FGr <J..Ae-sided rights allocated to France, see especially 

Art. 358. 
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Allies to appoint oonsUlar representatives in Ge:rnia:nyj whereas 

GeDIla.n;r remained de ;i1.lre not enti·i;led to gi va protaotion to her 

nationals engaging in business abroad. Since this provision did 

de facto not affeot German consular rights in the long :run, its 

very existenoe, representing legal insec'llXity, proved to be 

detrimental enough, espeoially when oonsidering the potential 

repercussions of such a device on a nationts trade and eoonomio 

interests in general. If such provisions had been bilateral 

they might have led to inoreasing economio co-operation. This 

unilateral characte:t', however, s:ymbolised the substitution of 

economic warfare for the earlier militm-y warfare. Thus, the 

whole principle of internationalisation seemed to have been brought 

into disrepute, and the underlying "bension in Franco-Gexman eoonomio 

relations was for more than a deoade, 1£ not longer, notU"ished by 

these Jtrestriotions of liberty of economio polioy, suoh as no 

great nation has 9'ver previously experienced in the history of 

the world.1Ill 

The oppressive oharacter of the Peaoe Treaty reached :l. ts 

olimax in the dete~ation to forbid Austria from attaohing he~ 

self to Gemany f except with the consent of the Council of the 

League of Nations, a oonsent which had to be unanimous and was thus 

de faoto unattainable. Until 1866 AustX'ia had belonged to the· 

German Confederation. The antagonism between the Hohenzollern 

and Hapsburg dynasties had exoluded he:c fxom the German Empire. 

These dynasties were overtltrown by the vioto:cy of the Entente, and 

with the discarding of' the Wilsonian Fou:rteen Points and the 

dismembering of the Gemall nation in keeping Austria apart, the 

supremacy of Prussia was mevi tably secured. The post-war Austrian 

Pa.;rliament voted in favour of joining German;r and from this it 

becomes olear that behind the declared aim of fighting Prussian 

militarism lay deeper economic and political interests. Later 

these motives can also be traced behind Franoe's vehement rejeotion 

of the projeot for an.Au..stro-German customs union, to be discussed 

in ChapteJ:!' IV, part 4. 

Furthemore, we should deal with the eastw'a,rd extension 

11 p. Ashley, 11Iodexn Tariff PolicX, London, 1920, p. 127. 



of' the Frenoh oustoms frontie:c. whioh was to be fatal to the 

Geman moneta.:r.y systeme In Art. 270 of the Tl.'eaty, the Allies 

reserved their right to apply a special oustoms regime to GeIman 

territor.y occupied by their troops? Hin order to safegLtard the 

economic, interests of the population of these territories. JJ 

Franoe took advantage of this provision, and several times extended 

heruustoms f:rontier. In 1923, this applied also to the Ruhr 

District. By this she was able to enlarge her domestic mal.'ket 

oonsiderably f disru.p-I;ing to a great extent the eoonomic life of 

Germany. The latter was not oapable of sufficient oountenneasu.res. 

With little sucoess she tried to adapt her tariffs to the decreasing 

exohange value of the ma.rk. This proved to be mo:re and more 

impossible with increasingly s evel:'e inflation. The Ge:cman 

Government introduced, for instanoe, prohibitions on imports as 

well as exports. Such measures wexe in acoordance with the 

unilateral most-favoured-nation treatment of the Allies, as long, 

as they were not directed against Allied countries only but 
12 generally applied. 

The Allies and in partioulal.' Fxanoe, did not realise that 
to attain their ends it was not only necessa:ry to make some sort of 

peaoe but also to see that the democratio Republioan Government in 

Germany should win the favour of the country generally - a 

Govexnment which obvious~ did not bear the responsibility for the 

war. Thus one may suggest- tha.t insistence on GerruaJJyfs full 

responsibility for the war1; in oxder to justify the peace te~, 
especially those concerning reparations, had its embittering 

effects on Franco-German antagonism to a very oonsidereilll extent. 

12 Th. Niebuhr, .D.ie delltsch-:franzQesiache .AJ1Ssenhand~ls1)gJ ;tjk 

il~ Nacblcriegnzeit, Diss. 1934, pp. 42 if. 

13 .Article 231 reads: The Allied and Assooiated Governments affirm 

and Gexm~ acoepts the responsibility of Ge~ and her allies 

for oausing all the loss and damage to whioh the Allied and 

~ Assooiated Gove:o:lments and their nationals have been subjeoted 

as a conaequence o:f the war im]tOsed upon them by the aggression 

o£ Germany and her allies. 

Treaty o£: Peac~, Temperley~ OPe oit., p. 214. 
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Discrimination against Gexma:n;r should also be seen in 

the light of the inte~dependenoe of political and economio 

questions. as in partioular illustra.ted by the hanch polioy of 

securi ty - "the lei tInoti! of French :,policy sinoe the time of 

Riohelisll. u14 The HeoxL-on sanitaixefl in East..M!ddle ~Urope was 

xoegmXied primarily as a means of oreating a counterbalance to 

Gennany and Communist Russia. However, French :policy has never 

been oonsistent in this matter. The United States did not 

ratify the "Treaty between France and the Un! ted States, respecting 

assistance to France in the event of unprovoked aggression by 

Germany" ,15 and as a result Britain did not £eel bound to her own 

treaty obliga,tions.16 Thus Franoe felt her position to be 

maintainable only by insisting on ever,y letter of the Peace Treat.Y 

and by a shift in the balan~e oI power in East-Middle Eu:rope. The 

hope for a Russian oolossus to keep Ger.m~ in Check had to be 

finally abandoned after the conclusion of the Rusao-German TreatY' 

of Rapallo in Apri19 1922. The preoarious double role of the 

fJ cordon sani taireu 1 to keep bo-lih Russia and Ge~ in check, wCl:S 

thus something of eminent importanoe. The French attitude became 

more and more O~e of wishful tbdx.ll(ing and this oharaote~ised ag~ 

her lack of insight in-to the limitations of victo2Y. After th~ 

vlar, it was generally realised in France, that no oontrol o£ G~a.ny 

oould bo lasting without a united anti-Bolshevist Russia. Thia was 

a rathez- unrealistio dream, and thus it was that Mil1erand, the then 

French President, sent GeneI'al Weygand to fight the battle of Wa;J$aw 

in mid-1920. The Versailles Peaoe Settlement had inoreaaed Poland 

in the West9 while this military oampaign extended Polish terrl:qoxy 

in the Ea.st~ although the Poles did not attribute this to the 

presence of the French.17 . Nevertheless, the more lmportant Poland 

14 J. &,11er; Franqe §iP.d Gennan.Y1 History ·0£ One Thousand Years, 

London, 19321 p~ 261. 

15 T:r:eat;y: of Pea,,"c~, Temperley, op. oit. 9 PP. 339-40. 

16 Ib·d 331 8 ~ ., ;pp. -. 

17 A. Cobban, A Histoo;y of Modern Frange, vol. 3; 1871-1962. 

Penguin, 1965, repr. 1967t p. 124. 
E~gan, op. cit., p. 256. 
~er, op. cit., pp. 580-603. 
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beoame in tems of both fomer Geman and Russian ter'".ci tory, the 

weaker she became as al'l ally of France" Her position between 

these two Powers was of a very preoarious nature, and it led 

finally to her downfall after the oonclusion of the Ribbentrop-

Molotov ~aot in 1939.- l.l.part from this later developnent7 the 

disoriminator,r w~ in which Upper Silesia was divided up between 

Poland and Gem.any had its bearing on Franoo-German antagonism. 

Despite the ;fact that in the plebiscite 60 per oent of the votes 

we:ce in favour of GSDllany, France insisted in the Council of the 

League of l'Iations,on a partition of Upper 81lesia, largely in 

favour of Poland. Thus the lion1s share of Upper Silesiats iron 

and steel industr,y was handed over to Poland affecting, in addition 

to the provisions made in the Peace Treaty relating to changes in 

territoxidl frontiersf the Gconomio balance of power between France 

and G~anyq The partition of Upper Silesia ~epresented a 

considerable loss to German;rls heavy industry, and its long run , 

effects had perha:.f>s even greater repercussions than had any o·th~r 

discrlminato~ meaSt1l."es laid down in the Peace Treaty. On the 

other hand, Poland f s gains in Upper Silesia. were a mixed blessing 

for both her an.d Franoe. The embitteril1g results of this made row 

£approchement with Gex.maqy hard~ attainable without reconsider~ng 

Upper Bilasials status and in the early 1930's, France oontempla.ted 

revising the status of this area in £avo1.tr of Germarv, leading on 

from the so~cal1ed Luxemburg Conversations.I8 

It is an il:onioal .faot that, weakened as her position was 1 

Germany succeede-d 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.19 

Table I 

Percentage Shares of Poland and Ger.many- in Industrial Output of 

Upper Silesia in Texms of Pre-War Produotion. 

Coal 

Poland: 74 
Ge:rm.any: 26 

(1913 == 100) 

Ji911ing Mill. ~ducts 

78 
22 

Total gon ¥d Stee..J. 

72 
28 

\ 
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Table II 

Industrial Outrot in Polish URRea? S11e.§ia. 

(1913 = 100) 

1925 

1928 

~ 
66 

J1J211::1.~IDl F-=,:oducts. 

53 
Total han .and S.teel 

46 
95 84 

Table It I 

Industrial Outuut in Ge:rman Unpe;s Siles~. 

(1913 = 100) 

80 

1925 
1928 

C.oql. 
129 

177 

R!t11ing Mil! Product§. 

100 

Total Iron ~d Steel 

92 
175 122 

Thus F:canco-Gennal1 antagonism made itself £elt both in the West 
, 

and in the East. On the other hand, it is interesting to speoulate 

on the outcome of events if Ge:cmany- had not by her blind opposition 

to Franoe and the ttsystem of Versailles tJ
, started on the path w;hich 

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

given by Gerhard Ritter: 20 

18 

The new~ oreated States of middle-Eastern Europe 
found themselves between us (i.e. GerJl18.n3') and 
Russia •••• In the 1011g run, these States had to 
loOk for economio and political support from 
Genuany against Communist Russia since Franoe 
could not really offer this due to her geogxapbioaJ. 
position •••• Instead of developing a patient and 
far-sighted polioy as regards out Eastern 
neighbours, we discarded the o:pporttmi ties 
offered al'ld threw ou:rselves, in blind oPPosition 
against the so-oalled system of Versailles, into 
the arms of a malioious adventttt'er. This is the 
greatest failure in modern Ge:rman history. 

Doc..:; G.FL~.' series 0, vol. 1, The Third Reich, The Fixst 

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

19 Mantoux, op. cit., p. 81. 

20 G. Ritter, Der VersAi11er Vertrag von 1919, Festschrift des ev. 

Stif"tsgymnasiums Guetersloh, 1951, quoted in )3. Gebha:rctt, lIanqbu...Qh 

der deutsch,ell Geschichte, 8th edition by H. G:rundma:rm, vol. 4, 
Die Zeit der Weltkriege, by K.D. Erdmann, Stuttgart, 19599 rep:r. 

1965, p. 108. 
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Although the discrnninatory nature of some of' the IJOst­

WCJ..aI' frontier settlements remained in oertain oases up to 1939, and 

Upper Silesia can again be oi ted as an example here, by the end of 

the inter-war period the Upettyll disorimination of the :rust half 

of the lQ20ts already £or.med :part of histor,r. Thus it will be 

seen that despite the continuing antagonism, eoonomic relations 

between the two countries, Franoe and Gaxma!V, led at the very ~nd 

of the interwar pez:iod to theelalJoration of plans for llltrtUal 

eoonomic oo-opera-hion. However, sucoess in this matter was to be 

jeo~ardised by political events. 
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4. TEE FRAllCQ .... GER1VlAN ECONOMIC Hcom W.mlt " WITH Sj,ECIAL 

:aEFERENCE TO TEE OCCUPATIQN OF THE RmrR DISTRICT. 

After the Peace Settlement the years leading up to the 

Dawes Pl~1 of 1924 showed an intensification rather than a 

relaxation of tension in the politioal-economic sphereo After 

this the events leading up to the "economio Iooarno" of 1927 

oontinued tmough the final stages of a "cold war" which developed 

in degree of sophistioation, while the degree of antagonism 

beoame distinot but moderate. 

When Schaoht oame to Paris at the request of the Dawea 

Committee in early 1924 and paid a visit to both Millerand and 

Poinoare, it again beoame quite clear that a uFranoo...German' 

tmderstanding" thr01.:tgh the It closest possible eoonomio conneotionsJ1 

was still rather utopian. l The prevailing mutual distrust between 
, 

the two oountries proved to be stronger than any reasoning, despite 

the fact that Ge~any was as a defeated and isolated nation ver,r 

a;nxious to oorne to a detente ll1. her relations with Franoe. TbP-s 

would have involved, however, some French oonoessions beyond the 

envisaged revision of the repara-tion issue, and in fact, the 

National Bloc in partioular, regarded this to be out of question. 

At the same time, Stresemann expressed a view, which 

only gradually was +'0 become widely acoepted.2 

InteJ:'l1ational confidence is the foundation s·bone of 
international credit, and international oredit is 
essential to international trade. To restore these, 
it is necessar,y £or the foroes of international 
economic interoo"l.l:rSe to regain free play. 

It would be wrong, however, to blame only Frenoh poliGY 

for the distorted oonditions of post-war Europe. The French 

attitude of clinging to the letter of the Peaoe Treaty was base~ 

on FranoeJs paramount objective of preserving her national Bec~it.y~ 

Eoonomio problems tended to become from this perspective, of 

1 H. Sohacht, .1!h?: First Seveuty-Six YeMs, Londonf 1955, pp. 208~12, 
esp_ p. 209~ 

2 G. Stresemann, The Eoonomio Restoration of the World, ?~~., vol. 2, 

1923-24, p. 555. 



seoondar,y importanoe. 

It is :rather tragic thatf largely due to this under­

standable attitud~ "the world never reoovered from. the efi'~cts Qf 

that distu:cbance of the old oxdert•
u3 The eoonomio conditions 

govexning post-wax Europe made any hope for a return to the world 

of 1914 illusory. For instance, the issues involved in the 

settlement of war debts by inter-governmental transfers presented 

the oountries concel."l1ed with unforseen monetary a:l1d fiscal problems. 4 

The post-wa:c objeotives of France oan be regarded in :ma.IV 

ways as ,an anachronological effort to restore the world as it had 

existed before 1870. Before the Franco-Prussian Wa;r: of 1870/71, 

the population of those Ger.manStates engaged in this war surpassed 

the population of F~ance by only about five million. In 1919, 
Gexm&".IY had1 through t:p.e provisions of the Peace Treaty, lost about 

10 per cent of her pre-war population, but even after this loss spe 

still outnunlberec France by 20,mdllion peop1eo5 Furthermore, 

Gel.'m.any was no lo:nger the semi-agrarian oountxy of 1870, and her 

high degree o£ industrialisation was, despi ts World Wa:r One, still 

a cruoial factor. Thus the heavy losses incurred in 1919 were no 

ultimate guarantee for F~anoe that Gexman eoonomio forces would be 

:paralysed for ever, despite the fact that after the loss of 

Alsace-Lo~e it was the deoisionof the Council of the League 

of Nations to divid~ Upper Silesia -.a decision widely regarded as 

the final blow to the Gel!lnsn economy. The economic :ruin of GEtmany 

3 F.AQ Haight, 1\ History of'" hench Commeroial Pol;toief!, ~ew Y0l1k1 

19419 p. 106. 

4 For the famous Keynes-Ohlin controversy concerning in~ergovex.nmenta1 
transfers 9 see Eoopomdc JQ~na~, vol. 39, 1929, PP. 1-7 and 172-82 

and 388-408. 

L.:8. Yeager, International IJonetary Relations, Theo+X3 Histo:r;v and 

Policy, New Yorkf 1966. pp. 84-6. 

5 S.B. Clough and C.W. Cole, ~oonomic Ristow of Eu:ro.De, 3rd edition, 

Boston9 1952, p. 667. 
Stolper, op. cit., p. 26 and pp. 38-44-
L. Pommer,y, fo~§xgu d'Histoi~e Eoonomigue Contempora~, 1890-1945, 
Paris f no yea:r 1 ll. 445. 



was predioted, and the panic on the Berlin foreign exchange ma:eket 

of: October 17thj' 1921 is perhaps the best illust:r.:aa.tion of this.6 

Despite the gradual recovery of the Gennan eoonomYi it 

beoame quite olear that Germar.l¥, besides her repaJ:'ation obligatioIl..s, 

was most, severely af£eoted by the eoonomic provisions of the Treaty. 

the majority of which were direotly or indireotly in favour of 

Franoe. 

Both cot1.l.itries had to f"ace up to difficult problems j 

they both had, although in different ways, to oope with inflation 

- the "hyperinflation" in Germany, the U oreeping inf"lationH in 

Fxanoe.7 The physical 'P~:t' capita volume of p:r:oduction amounted 

in both countries in 1920 to about three-fifths of that of 1913_ 
hance recovered quite soon and taking 1913 as 100, hex index of 

manufacturing alrea~ stood in 1925 at 114. The German economy 

on the other hand, took off" eoonomically, only after the ooming 

into ope~ation of' the Dawes Plan of 1924, and the respective index 

figure for Germany still stood in 1925 at 958 • 

This is no'& the place f'or making moxal judgments about 

the destructive ef.fo:cts on both sides. After the wartime 

devastation of Northern France clue to the Gexman invasion, there 

followed France's destructive "countermovetJ of" the post-war yea;rs. 

Aga~ mention should be made o£ the physioal and material damage 

in the occupied and devastated areas in Northern F:ea.nce which lvas 

estimated at £500~OOO,OOO, and the post~war exte~~l llldebtedness 

of' Franoe estimated at £700,000,000.9 Gexman,yfs exter.nal 

6 
C. B:r'esoiani ... Tur:roni, The Ecoromic-s of Inflation, London. 

seoond impression, 1953, PP. 96-9_ 

7 In France and Gennany, taxation had proved completely inadequate 

fOl: bearing the financial weight of" the war. The immediate 

Ge:rman post-war debt amounted to 156 milliard ma:rks, that of 

France to 173 millia:rd :francs. Forcu:rrenoy circulation aee 

Appendix A, II. . 

J .R. Hicks et al., T1...e Taxation of: War Wealth, Oxford, 1941, 

eh. XIV and ell. XVI. 

Yeager, op. cit., pp. 269-72 and p_ 280. 

8 W.A~ Lewis, op. cit., pp. 34-7. 
• •••• footnote 9/ 
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obligations amounted to £6,600 millions plus the 26 per oent levy 

on her exports, whereas the French external debt required only the 

annual trw..sfer of funds equivalent in value to about 6 per oent 
10 of her exports. 

~t the amount of reparations oolleoted from Ge~~~­

proved to be disappointing for Franoe, the latte:c on the other 

hand suoceeded in keeping he:r old foe in oheck fOJ: some time. 

She was only suooessful in the short run, however, not in the long 

run, as the following two tables illustrate.ll 

TABLE 1 

Q.rowth of total outwt 

(l1ercentag?6 :per anntup.) 

1870-1913 19130-,29 1929-38 
. . . 1913-38 1970-1938 

France 

Ge:tm~ 
(F.R.) 

1.6 . 

209* 

3£1871-1913 

1.6 -2.2 

0.3 3.9 

TABLE ~ 

Gro,lVth ,}?ates of industrial production 
(exolo building) 

(percentages per 8Pntlm) 

1913-29 1920-29 1929-37 1913-37 
. . 

France 2,,0 

Gemaw 0.9 
(F.R.) 

9 J liM. Keynes'l The Economic Consequences of the Peace, London? 

10 

1920, P1'. 117 and 254. The impao~ ot inflation on the internal 

debts of both Fl."allce and Gexmany cannot be discussed here. It 

should be remembered, howeve:e, that in 1922 despite the Ge~an 

reparation bill, F.rance' s total .ll.E:L:t.» capita indebtedness was higher 

than that of Ge:rmatW'. See It Alpha", Repaxations and the Policy of 

Repudiation: .An Amerioan Vi.ew, ~.t vol. 2, 1923-24, Table B 

(a.r-ter p. 78). 

StrrVey, 1926, PI'. J.31-3. 
11 . 

DeB. A,1doroft, Eoonomio GJ:'owth in Britain in the Inter-war Years: 

A Re .... as?essraent, EtH,R., SS., vol. 20, -1967, Table I and rv'J 
pp. 313-4. 
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It is espeoial~ interesting to compare here the respeotive 

~h rates fo:r -the period 1913-19290 After the devas-bations 

suff"ered by France during the waJ:', her economic growth exceeded 

that of Ge:cmany considerably. On the other hand, the effeots of 

the "Great, Depression" were much more sErverely felt by France than 

by Germany, and when taking an ove:rall. view it can be seen that -the 

defeated Ge:rmany experienoed from 1913-1938 an annual average g:r:owth 

in total output of more than five times as big as Franoe who had 

been on the side of the victoX'S after Wo:rld War One. Howe1rert at 
present we are only conce:rned linth the early years of the interwa:c 

period, and while it may be ~gued that the Franoo-German 

antagonism gained some of its .J:.,aison ..tl!&tre from Germany1s lagging 

behind during the first half of the 1920·s, yet it can be also 

emphasizad that the building indust~ was largely res:ponsible for 

reoonstruction in France and should be exoluded from ~ comparison 

here. Thus when compa-ring grovrth rates o:f industrial p:coduotion, , 

exoluding buildlllg, it becomes ap:parent that G~ lagged behind 

by only 0.3 :per cent when oonsidering the £irst deoade after tlfG 

war. If this percentage represented the disutilities defeated 

Germany had to endl..'lre~ even when making £Urlher allowances for the 

faot that the :pre-war growth rate in Ge:cmcmy was slightly high~za 

than in France, it would seem that post-war Ge:cmany did not suffer 

a, grea-l; set-back. On the other ha..1'ld, the annual avel:age :for ~he 

1920ls as a whole conceals the faot that up to 1924, the Gexman 

eoonomy was severely affeoted by the legaoies of war and the 

subsequent Peace Settlement. This was a period where no foreign 

loans :poured into Gel.'lllany but heavy- xep~ation demands had to ~e 
l2 met. 

12 It was only afte:r.- the collapse of the Ge:rman monetary system 

that it was :fully realized that loans were needed in o:rder , 

to make recovery possible. Similarly, the vioious nature 

of the repaxations problem was -caokled rather late and when 

this was undertalcen, it was badly ha.n.dlad. The financing 

of reparations out of loans reoeived oould not offer ~ 

long-term solution to the pxoblem. In faot, it jeopardizecl 

recovery. 

C.J. Friedrich, Reparation Realities, F.A., vol. 7, 1928/29, 

pp. 118-31. 
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The League of Nations failed to deal adequately with the 

economio problems of the post-wco:a times. Thus eoonomic wcmfare 

oontinued. This was partly due to the delicate Franco-Gannan 

relations, while the :I.'Gviva1 of mercantilist practioes waS also a 

result of the la.ok of allY unew orderu , as for instance, envisaged 

in the last of Wilsonts Fo1.'lXteen Points. Thus eoonomic policies 

became to a large extent a reflection of the prevailing political 

situation. 

The problems of maladjustment experienoed in internationa.l 

trade were in the case of Franco-German relations illustrated by the 

abandonment of the bilateral most-£avoured-nation treatment and by 

other disoriminato~ff devices of the Peaoe T:I.'eat.y.13 

The pre-war times had of COUl:'se not led to po1ioies o£ 

laissez-£ai.;ce, but to a oompa:ratively free interplay of economio 

forces. The Genmen customs tariff had been raised again in 190~, 

but still oompared £avourably with the FJ!ench preMwar ta~i:f£ of 

18920 In general, OtlStoms tariffs inc~eased after the war, and 

in the case of Franoe and Germany we also find an intensifioation 

in the system of proteotive -lia:r.-iffs. In the deoade :following the 

war, tariff policy was, in the two cOIDltries ooncerned, dete~ned 

by ciroumstruloes rather th&l £o~ed in acoordanoe with any long-

tam objeotives. It was in France in particular that 

oommercial policy •••• was directed towards the 
reduotion of foreign imports to an absolute minimum 
and the complete mas-'Gs:cy of taxiffs. It was a 
polioy of self-suffioiency •••• 14 
This was, of course, not the same as the later GeDllan 

policy o£ autarky after 1933, to be discussed later. In brief, 

one Oan conolude that protectionism, as a component of nationa~ 

tradition, had been pre-war determined in France, whereas the Dlove 

13 The peroentage shares in 'World exports of France and Gennany 

developed as follows:-

Franoe 

G~£.man,y 13.1 7.0 
Clough and Cole, OPe cit., p. 734. 

14 Haight, op. oit., p. 104. 



towards autarky was wa:r:-detemined in Gema:ny. 15 The F;cenoh move 

towards great~r proteotionism can especial~ be seen in the 

repudiation o£ all commercial treaties on April, 23rd, 1918~ and 

the law of July 29th, 1919, which was based on the system of 

reoi:proc~ ty. By tras law it was left to the French Government in 

negotiations with other oountries? to offer xeduotions on the 

gene:ral tariff t which ware to lie between the maximum and minimum 
tariff. 16 

In addition, a very considerable inorease in the general 

taJ:'iff was ll1.troduoed in ~Ch, 1921 and rates were raised f.rom 50 

to 300 per oen-l; above the miniml.1Dlft However, generally speaking, 

it had the opposite effect of what had been intended. The 

inoreasing tendency developed among foreign oount~es to insist 

upon the granting of the minimum tariff integrally. Fra:nce soon 

realized that her objective of receiving greater conoessions from 

other countries proved to be self-defeating. Furthexmore, the 

French Govexnment found itself in a position where by means of 

oreating a vL.'""'tual oonventionalization of the minimum tariff, she 

would - ironioally eno~~ - preserve the prinoiple of the most­

favoured-na"cion clause. Despite this, the French Government 

continued its ItxevoltU against the clause up to 1923. For instanoe, 

she re.mall~ed a staunch supporter of the prinoiple of reciprooit,r 

throughout the Economio Conferenoe at Genoa in April, 1922. w;hen 

vehemently supporting this prinoiple, the French Delegation fOU11d 

itself isolated and G~any, at tl1is time still muoh isolated 

politically, exploited the situation by launching a major attac~ 

on Frenoh oommercial policies, desoribing them as being an 

impediment to the expansion of international trade.17 

On the other hand, the Gel."'1Ilan trading :partner was up 

to 1925, due to the eoonomic clauses of the Treaty, in a much 

weaker position and .aoted in response to this by adjusting the 

German tariff level. The following tariff-level indioes 

illustrate this:18 

15 Ibid. t PP. 100 £f. 

16 Hoegel, op. cit., pp. 80-1. 

17 Haight, op. cit., 126-9. 

18 Survey, 19301 p. 445. 



-- 49 

TABLE 3 

1913 ~925 

Fl."ClXlce 20 21 

Germany 13 20 

kt:ry ecOnomic "cold warn'J especially where f'ree enterprise has a 

say'j tends to develop some kind of' reaotion towards a settlement 

of' the controversial issues concerned'!) This wi]l be discussed 

in more detail in tho :following chap"ter ana it suf':fices here to 

stress the pojnt that despite the apparently hopeless Btate of 

the FrancCF-German post<.r .. wa:r relations 9 there were :i:r.l.:rluential 

circles that saw a way out of ~he existing impasse. 

The Wiesbaden Agreement, signed by Loucheur and Rathenau 

on-October 6th:1 1921 was a promising star"iiing pointo It 

provided f'or the partial liquidation 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 ~rench and German 

private :firms were supposed to work together as far as the 

distribution of :ma:herials for reconstruction in France was 

concerned4l In addition1 the fixing of prices of supplies was not 

left to the sole discretion of the Reparation Coromissi')l1, but to 

an Arbi tr'al C ommiss ion. Such previs i~n proved to be a return to 

some kind of :mutual :fairness. On the other hand, France ensured 

:Ear herself some priority in respect o:f the other Allies since 

only a proportion o.f the payment to be made by her waB 

immediately credited in the reparation account, and the rest of' 

these payments was de:Eerable. 19 

This attempt to put reparations on a business-like 

:footing was to :fail~ ]'re~h industrialists feared German 

aompeti tion and disliked the pr(jtrisions whereby the devastated 

areas wert; J~o be supplied direct by private German firmsl<\ In 

Germany, natiunalists o'0jected to the :fact that deliveries were 

ag.ceed upon a"t; all~ The reasonable atmosphere oreated by the 

Wirth Government in which Rathenau held the post of' Minister of' 

Reconstructiqn was soon jeopardized largely due to~ne of the 
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ver.y oammon features of the Weimar Republic - the short-lived 

existence the average government was able to enjoy.. Furthennore, 

economic condi tiona deteriorated in Genaany at that time culminating 

in the complete collapse of -the mark ill 1923. This and rigid and 

intransigent ,attitudes on both sides,were responsible for inten­

sifying rather than lessening Franco..Geman antagonism. 

However, the eoonomio im]?ortance of the Wieebaden 

.Agreement had been vastly overestimated, though hardly by Rathenau 

himself. While his political enemies attaoked him violent~, 

they did not perceive that Rathenau had rendered a great servioe 

to his countr.y. His direot negotiations with Louoheur not only 

improved the rather precarious poil tioal atmosphere, but in 

addition the deliveries in kind as envisaged in the Agreement were 

aimed at protecting the Geman currency. Furthemors. he hoped 

to demonstrate by his policy of tlfulfilmenttJ the impossibility of 

£ulfilling the excessive demands for reparation. This was a £a:r­

sighted polioy but rather tragically it was in all not ve~ 

successf'ul9 largely due to short-sighted nationalism. on both sides.20 

Despite this, the idea of establishing as profitable a 

co-operation as possible between debtor and creditor was ver,y 

common among German business men and this also gained some grotUld 

in Franoe. Various attempts had been made to organise some 

F:ra.nco-German cO-D:peration, as tor instance, through the suggested 

establishment of a bilateral or international oonsortitml. In 

addition, various politicians and industrialists £rom both sides 

fostered the idea of seouring France's participation in Ger.man 

industry, which would have not only .faoilitated the solving of the 

problem of xeparation but would also have made Fnmoe more willing 

to aocept the revival of Ger.man economic strength.2l 

20 E.C. Kollmann, Walther Rathe.n~u and GeDman Foreign POlicy: 

Thoughts and Actions, J.l\1.H., vol. 24, 1952~ pp. 127 .... 42~ 

Count Harry Kessler, Walther Rathenau, Sein Leben md Werk~ 

Berlin, 1928. 

J. Joll, J;nteJ,;bectuals in Politics. Tb;cee Biogrenhical Essays, Part 1!l1 

Walther Rathenau; PcoWet Witho.ut a Cause, London, 1960, 1>P. 59-129<J 

21 Lichtenberger, opo oit., PP. 122-4. 
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A Franoo-Gexman dete~ was already, during this time o:f 

economio strife, something regarded by leading men on both sides 

as having a chance of realisation. Despite some promising moves 

in this direotion, they were brought up short by the realities of 

the post-w~ situation. 

The F:canoo-Ge:rman 8l1tagonism of the inteI:\var period 

reached its first olimax with the F7o"anoo-J3elgian oooupation of the 

Ruhr District on Januax.r, lO~, 1923. The other olimax was to be 

experienoed during the Franoo-Gexman duel on the diplomatio scene 

over the Austro-German customs tUlion projeot of 1931. 

On Deoember, 22nd, 1922, the Reparation Commission gave 

way to Frenoh demands and asserted the failtu»e of German;r in 

complying wi-bh her obligations under the Peace Treaty. Germa.;ny 

had failed to fulfil her reparation obligations in 1922 by only 

the relatively small sum of 24 million goldmarks. In :particular 

the amount outstancUng of Geman deliveries of telegraph posts 

became the pxeterl :for constructing a deliberate defau]j; in 

reparations on the part of: Ge:tmany'. This induced Lord Bradbu:r.:r,. 

the British delegate to the Repa.J:"ation Commission, to remark thai; 

Hsinee in the tenth year of the Trojan War, Troy fell to the 

stratagem of the wooden horse, histoxy recorded no similar use of 

t - 1-. u22 J.muer. 

The fixst threat to ocouPY the RuhX' had already been 

made by the Allies at the Spa Conference in July, 1920. This 

happened again on various other oocasions, for instanoe il.1. the 

London Ultimatum of May 5th, 1921. This threat and the later 

ocoupetion of" the R'Ul:lJ! became one of the main causes .of resentful 

anti-FrenCh feelings on the Ge~an side.23 

Besides politioal motives and the intention to teaoh 

the Gennans a.lesson, it was circles in the Comit~ des Forges who 

in partioular, pressed for an invasion of the Ruhr and this despite 

the faot that Hugo Stinnes24 for instanoe, had entered into 

22 Quoted from A. ]jHFauyean, R§l1aration Reviewed, London, 1930, Po 24<J' 

. Mantoux, cp. cit.~ p. 141 

23 N. Rooseveltf The Ru1~ Occupation, ~.f vol. 4, 1925-26, PP. 112-22. 
/-""'" 

••••• £ootnote 24/ 
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negotiations with,Frenoh industrialists, with the purpose of 

o:reating a hanco-Ge:rman oartel of Frenoh and. Geman heavy industry. 

Suoh plans oame to an end with the event of the invasion. 

On the one hand 9 there was the oentttr.'y-old Frenoh 

:political objective of breaking up the national mrlty o:f Gexmany 

and on the other, it was realised that the eoonomio bonds between 

lorraine and the Ruhr were u.mmt'ttl:'ally broken down through new 

oustoms frontiers. The conoentra-bion of the iron and steel 

industry of the Ruh::c Distriot was to a large extent based upon the 

smelting of iron-ore (mine-ete) ooming from lorraine. This 

resembled the geographioal situation of Lake Superior ores in "the 

United States. shipped to the furnaoes of the Pittsburgh district. 

24 It should be emphasised that Hugo Stinnes was one of those leading 

German industrialists vrl~o stood on the extreme right.wing in 
, 

politics 4 Hjs readiness to £oste~ Franoo-Ger.man oo-operation was 

largely based on hopes for taking the best possible advantage of 

the existing state o:f aff~s. For instance, the way in which 

he exploited the post-war inflation when rapidly e:q>anding ¥s 

industrial empire at the expense of others, puts his patriotism 

into quite an amlJiguous light. On the other hand , it should be 

noted that his generally p~agmatio attitude and his sense for 

eoonomic exigencies, made him :realise the need for economic 

integra.tion in We$tern Europe. In .fact, his proposal for 

creating a Franoo-Geman oartel of the two oountries r heavy 

indust~J oan be regarded as a negleoted forerunner of the 

Schumann Plan of 1950, whioh led to the establishment of the 

EurJpean Coal and Steel Community in 1952 and laid the :foundation 

for further economio integration beyond its oommon market in coal 

and steel produots. The Treaties of Rome (1951), establishing 

both the Eu:copean Economio Community (Common Market) and the· 

Etu:opean Atomio Energy Community, testify to this. Thus the 

heavy industry became the paoe-setter for eoonomio unifioation 

in lTIurope. In some we;ys, this had been already envisaged by 

Stinnes. 
Go Raphael, Le roi de la Ruhr: Hugo Stinnes, Ithomm .. e .. - son oeuv:r:~ 

- son role, Paris, 1924, passim. 

W.O. Hendro:-son; The Genesis of the Common :M~f London, 1962, 

pp. 114-10. 



Bu·heven before the war, the Ruhr had been beooming more and more 

dependent on higher grade o.res mported il!om Spain and Sweden; 

largely due to the faot that the Ru.h.:iz industry was increasingly 

specialising in highly finished goods. In general, the ores 

transporteq to the Rdhr from Lorraine represented the return 

f'reight of the coke needed :in those distriots. On the other 

hand, the steel industry in the south-western part of Ge~"l11any 

conoentrated on mass products (Massenmaterial), for whioh the 

rather low grade qualit,y of the Lorraine-Luxemburg iron offered 

the most suitable basis. 

Thus the Ruhr tended to depend less on lorraine than 

vioe-versa. It has been maintained that when Ger.many was in 

oommand of most of the Rt~hr-Lor.raine~Channel unit resouroes dL~ 

the war, economically speaking, she 'Would have been able to oarry 

on fighting the rest of the world 9 as long as the United States 

were kep'f; away. From this a:ngle it becomes clear how much importance 

was attached to this unit. Thus the struggle for politioal control 

over it beoame in the same instance, one for eoonomio hegemony. 25 
The French :policy .of producti va seouri ties (gages produotifs) was 

not ver,y suooessful and the ~assi~e resistance26 in the oooupied 

ZOD.SS of the Ruhr resulted in a complete break-down .of all eoonomio 

activity. The ocal .output was in the f"irst six months of the 

oocupation lower than in the last ten d8¥s before it. Thus th~ 

ixon industr.y .of Lorraine in that year experienced a great coal 

shortage, severely affeoting production. On the other hand, it 

was not only the Ruhr but the whole of Gemany that sui'fered 

tremendously from the economio consequenoes of the ocoupation .of 

tbis main industrial oentre. The Gexman economy was bound to 

collapse and on September, 26th Gustav Stresentann, the then 

Chanoellor of' 100 days, at last had the oourage to make an end of 

the passive resistanoe. On November 15th, the Rent~~ was 

introduoed whioh bxough an end to the hyperinflation •. 27 

25 O.K. Leith, op. cit., F,A., vol. 1, 1922-23, pp. 136-51, esp. 141-2~ 

26 PasSive resistanoe :proclaimed by Gellnan Government .on Januaxy 15th, 

1923 - Keesing~~, 1918-1931, p. 13. 

27 Gebhardt, op. oit., pp. 131-38. 

..o .• f.ootnote 27 o.ontinued/ 
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This marked a nmv begirmingo On the other hand, the 

deoision to give up the passive resistanoe was an unoonditional 

surrender 0 At fi~st sight it looked as if Poinoare could now 

impose his will on Germany in BXly way he migh-h. wish. The whole 

of the reJ;taration problem still remained to be settled, while the 

Reich oontinued to subsidize the Ruhr after ~lovember 15tho 

No end to the ocoupation could be envisaged and it 

became clear tha-b only a compxehensive settlement would help to 

maintain the confidence shown in the new c~ency, whioh was still 

in a rather preoarious positiono Both external and internal 

forces endangered its futu:t-e, ainca this monetary stabilization 

was introduced in -Wie face of initial opposition from influential 

27 (Continued) 

It should be noted that Franoe had a olear conoeption o£ what 

she hoped to secure in repa!:ations by the occupation of the 

Ruhr Distriot. These are as folIous: 

1. .Annual :ceparations in kind 460 million goldmarks 

2. .Annual re:parations in cash 

a~ Taxing Gennan exports 
b Seizuxe of the oustoms 
o Seizure of the coal tax 

400 
20 

120 

tJ 

n 
tf 

II 

II 

tJ 

Total 1,000 million goldmarka 

Uter the oeasing of the passive resistanoe, :pay.ments in kind 

were relatively easily obtainable, if allowanoe is made for a 

certain reo overy period. However, Franoe did not only 

unde:cest:tmate the oosts involved in maintaining the occupation, 

but in looldng pr:imarily at the budgetary and fisoa1 siele of 

the problem she also had a misconoeption of the importanoe of 

the international trade aspeot. Her measu:ees were designed 

merely to obtain revenues in goldmarks from the Frenoh oocupied 

zones of Ge~any without taki~ into due consideration the 

necessity for Germany to get foreign exohange tust. 
In faot, ~ of the means of oolleotion emplayed 
aotual~ tend to reduoe exports and thereby to 
diminish oap3.oity to pay. 

Moulton and McGuire, op. Cit., pp. 23-4. 
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groups in the German industrial and banking sectors. It was 
I 

Konrad Adenauer, fOl! instance, the then Lol.'d Mayor o£ Cologne, 

who argued at the Cabinet meeting of November 12th to whioh he 

had been ihvited, that or-he fi:n.ano1al support by the Reich of the 

oooupied,~eas was worth, if neoessar.y, the collapse of' two or 

three new ourrenoies.28 

Soon after the abandonment of' the passi va resistance, 

France started to re-organise the Ruhr economy as she deemed to 

be best for French interests. From November, 1923 to mid-1924, 

the so-called lI4ic.:u.m ag"".ceements were ooncluded between the Inter­

Allied Engineering Commission (Mission Interalliee de Contrale des 

Usines et des Mines) and the Ruhr indust~. In .fact these 

agreements had more the .form of rulings and private enterprise 

became possible only within this i'ramework. The Mic'UlJ! rese:rved 

its right to issue export 'permits even to the unoccupied Gennan 

territories. Furthermore, the Ru.br indust~ had to agree to 

making oertain deliveries and payments on the Reparation account.29 

However, the main objective was to form a Franco-Gemen coal and 

steel t~ust under Frenoh con-brel and supervision. 30 

In addition, the F:cenoh authorities sup:ported plans fo:r 

the establishment of a Rhineland Central Bank and the oreation of 

a Rhineland currenoy. The French presence in the Rhineland 31 
seemed to many an ir.revooable reality. The economic conditio~ 

in both the oocupied zones and the :cest of Germany were still o.f 

such a precarious nature that llLfluential circles. including th~ 

Chamber of Commeroe and Indust~ of Cologne, advooated full 

28 G" Kroll,. Von der WeltwirtschaftslQ;'jse Z'llr Staatskonjunkt'uJ:, 

Berlin, 1958, p.2;. 

29 See Appendix A, IV. 

30 Gebhardt, 01'. cit., p. 136. 

31 The Rhineland proper denotes virtually the whole area lying 

on the left banlc o~ the Rhine with the addition of a narrow 

strip along the right bank. The term Rhineland, as used 

when dea1il~ with the oocupation of' the Ruhr District, is 

extended to include the occupied zones of Westphalia. 



collaboration with the henoh, without 'the majori'ty being t1sepa:r:atiststt 

in the political sense o:f the W'o:cd.32 Th~yenvisaged some tempora.r.r 

1tseparate developmentU :for the Rhineland, and fostered the idea that 

the Franeo-Geman oonfliot would be solved by incorporating Fre11.oh 

financial interests into the Ruhr :industry. 

At this t:i.me of" acoumulated resentment on both sides, 

such plans seemed rather absmd and even Stresema:nn had no sympathy 

for them. lievertheless, f"or a 'Very short while, it seemed as if 

France was going successfully to combine her security policy with 

her drive .for eoonomic expansion, thus compensating herself in her 

own way for the abortive Anglo-.American guaran-t;ee against 

"unprovoked aggressionJl by GeDIlany. 

It is interesting and necessary to refer to the inter­

national implications of the plans to establish a Rhineland Central 

Bank. Despite the fact that the stabilisation of the mark was 

accomplished, it remained in :bllli1ediate danger. The monetary 

authorities realised the dangers involved in the policy o£ continuing 

the subsidies.for the occupied zones after passive resistance h~d 

been given up. Doth the Rent~ and the unity o.f the Reich had 

to be maintained at all oosts. The logioal 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, but 
HjaJJna:r Sohacht, the P£esident of the Reiohsbank. gained the 

Cablllet t s support £or pursuing a policy of defending the monet~ 

unity of the Reioh. He suggested the oreation of" some kind of 

nSub-Reiohsba;nktJ f th? so-called Gold Discount Bank and he su~ 

in bringing about co-ope1"ation in this matter with the Bank of 

England. The Gold Discount Bank was established on lvIa:rch 13th. 19249 

and based entirely on gold. The Bank of England provided a loan 

of 100 million goldmarl~ f"or a period of three years at the 

relatively lOr! interest l!'ate of five per cent, at a time when the 

interest :rate stood in Gexmany in the neighbourhood of 10 per c·ent" 

In addition, the Reiohsbank raised the same amount in Germany, the 

pre-requisite :for obtaining the loan. Of even greater :imllorlanoe 

was the fact that the Bank of England enabled the Gold Disoount 

32 Gebha:rdt, op. cit. f pp. 136-7., 
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Bank to make loans against bills of exohange, which in tu:rn were 

gua.rant~ea. by the Bank of England and taken up by the London money 

ma.J?ket tJ Thus the Gold Disoount Bank sucoeeded in building up a 

working oapi tal in the :region of 500 million goldmarks, being 0'£ 

vital imporiall0e to German expor"t trade in general and to the 

Rhineland~Westphalian industr.v in particular.3; 

The successful establishment of the Gold Discount Bank 

undermined the moves undertaken by the hanco-Rhineland banking 

syndica.te, which intended to set up a Rhineland Central Bank. 

This syndioate had tried at the same time aa the Reichsbank to gain 

support .from the B&'Jk of England and to enlist British .finanoial 

interests in their project. Hcwlsvex, the Governor of the Bm~ 

of England, Norman Montagu, refused any British participation -

of course, he followed his COlUltr.y's.official policy of opposing 

a:ny break-up of the 1.U1i ty of Goo:-nla;ny 1# It remains olJen to question 

how fa:r this was perhaps also a result of the extremely skil£ul 

way in which Schacht negotiated with Montagu. In any event, this 

was the If death blow" to Rhineland sepaxa-tism.34 

It oan be suggested that this was the last real clash 

between the conflicting interests of Franoe and Ge~~ before the 

implementation of the Dawes Plan a fe1J>7 months later.35 

Before conoluding, the question rema.ins of' 11hat Poincar~ 

actually achieved wi"jjh his occu)?ation o.f the R'Ohr. On the one hand 

he made Germany accept de£eat and for some time, paralysed the 

Gel!man economy by his measures. On "lihe other hand, F:r.oance became 

isolated international~; world publio opinion had turned away 

.from her. The French financial )?osi tion was becoming worse and 

worse with inflation oontinuing and stabilisation of the franc still 

to be achieved. Ge:cmany, however, for the first t1me after the wa:.r:'J 

had suoceeded in breaking th:eough the wall of isolation which had 

been built up around her and she could oount on world-wide sympathy 

33 H. Schacht, op. cit., pp. 194-206e 

34 L at oc. C1 _, p. 202. 

35 H.,A. Turnex, Jr., Stresemann ~d the Politics of the Wei:m~ 
Republic, Prinoeton 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 that 

Britain in partictl.lar, having on one hand condemned passive 

resistance, would on the other never have a,greed to e:ny permanent 

French presence in Ge~any, or to any political dismemberment. 

This was, o.f course, not only due to some sympathy f·or Gexmany 

ariamg out of the one-sided action against the Ruhr by France, 

or to a. re-awakening o.f the balance of pow'er conoept, but in 

addition it was largely due to the .fears that any long-tel.'11l 

disturbance in what were for :Britain, important Allglo-Geman trade 

relations, would have serious repercussions on the British econo;my. 

At the Imperial Conference of 1923, it beoame quite olear that 

:Britain and the Dominions Itrega:cded any policy which would result 

in breaking up the 1.lllity o:f the Gel!tllan State as inconsistent with 

the Treaty obligations •••• n36 

I-h was t~1e merit of Stresemann in particular to enlist 

suooessfully Anglo-.Amoo:-ioan interest and co-operation. At first 

Franoe refused to discuss any issue in conneotion with reparation 

which went beyoncl the question of" the capaoi ty to pay (capaci te 
actuelle) of Germany. Finally French op:position was overcome, and 

on November 30th, 1923, it was agreed through the Repm:ation 

Commission, to establish two sub-coromi tt;eea of experts. One of 

these was to go into the question of balancing the Ge:cman budget., 

the other into the problem of the flight of capital :from Gexmany. 

Only the first under General Dawes gained importanoe and out of 

this oommi ttee was to emerge the well-mown Dawes Plang pro:posed 

by the Dawes Committee in April and acoepted at the London 

Conferenoe in August, 1924. Reparation was thus set apaxt frorq. 

the :political scene and so the first steps towards their 

oommercialisation waX'e taken. In London, Ge:rlnany' for the first 

t:bne smoe the war, was acoepted at the Conferenoe Table on equal 

ter.ms and the whole ~eparation issue was settled, this time by 

agreement and not by fOl:"oe. 37 

36 Im:perial Conference 1923, Summary of Proceedings, London, 

H.M.S.O., 1923, p. 12. 

37 In the strict sense of the word, one oan only really speak of 

U commeroialisation" after the coming into opera.tion of the 

••••• £ootnote 37 continuedj 
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It was the so-called international offioialdom, "cyniO{1l., 

humane t intelligent, with a strong bias towards .facts and a zoealistio 

treatmentu38 that succeeded. The fi;rst conference between Allied 

and Ge:rman "experts", as distinguished f:rom oonferences of " statesmen" f 

had already taken place in Brussels in December, 1920. On both 

sides, it was realised that through ~utual ±espect and reason, a 

solution of the repax'ation wsue could be found. But a-b this time, 

major issues were not left to the discxetion of expe~s whose 

approaCh was, if not impartial~ at least cool and objective. Again? 

in October .... Novembe:L", 1922, economic and finanoial experts me-I:; in 

Berlin, suggesting w~s to the Reparation Commission for stabilising 

the l'llBXk. But suoh moves were by and large ignored by the 

deciaio~making bodies.39 The hOltr for fairpl~and revision came 

only after the expEr".cience of the l1t1hr adventure. 

lost his victor,y. 

Poincare had 

In concluding this ohapter, it may be suggested that the 

occupation of the Ruhr District oan 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, fI-esh from the experienoe .of another world war, wrote 

in 1944 the following:40 

The limited mat~rial yield that was brought by the 
.occupation of the Ruhr has often been taken as the 
proof that. tforoe can settle nothing' in eoonomio 
a£fai:cs. The ex:p~ience of Europe after 1939 has 

37 (Continued) 

Young Plan. It should be emphasised, however, that through 

"oommercialisationH the reparations w.ould not a.utomatioally 

be removed from politics. France for her part regarded 

"commercialisationH as giving a "guarantee" of'maintained 

reparation payments for the :future. 

E.W. Bennett, g~rmanv and the F:i;ppnoial Crisis, 1931, 

Cambridge, Mass., 1962, pp. 5~8. 

38 K R.... it 19 e.ynes, ~~S20~t op. C ., p. • 

39 R.W. Boyden~ Tha Dawes Report, F~~u vol. 2, 1923-24, 

p. 593. 

40 Mantoux, op. cit.~ p. 142 
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perhaps taught us differently; for it is 
n:relevant to argue that the German t New O:rxlerl 

I failed 1 in the face' of the resistance of the 
peoples of Europe •••• If the occupation of the 
Ruhr was onlY p~~ly successful, it was beoause 

, the coe:r:cive policy om-ried out by France was, 
compared to Germany's 'New Ol."der', an evidently 
half .. hea:t'ted one, and a1so because no unit-.r 
betwsen the Ailies had been aohieved. Had this 
unity existed, not even the appligation of force 
would have been necessar,y. 

It Should be noted here that Franoe also triad to establish some 

sort of tNew Order! when OCCUPYll'lg the Ruhr District. Such a 

:policy brought her into comllct with her Allies so jeopardizint$ 

inter-Allied unity ... a point which ]lIantoux does not consider whyn 

rightly criticising the 'New Order' aimed at by Gemany in Worl~ 

War Two. 

France thus had beoome isolated in the diplomatio sph?X'e, 

and she was pressed by her fo~er Allies into adopting a rather 

reoonoiliatory attitude, at a stage where her finances were at the 

point of oolla.:fjse. Poinca:t'~ also lost support in his own oountry. 

After the victory o£ the Left (Cartel des Gauches) of l~ 11th, 1924, 

it was Herriot who took his place. The winds of change appearfJd 

now in both the politioal and the eoonomio fie1ds.41 

The "best hope of suocess" was envisaged,42 but it wal3 

not before October 1st, 1924 that a French and a G~an delegat~on 

met in order to conclude a commercial treat.y for the first time 

after the war. . It took them almost three years to oome to a 

final agreement. 

Nevertheless, a new stage had begtm in Franco-Ge:r.man 

relations, leading f:r:om the Dawes Plan to laoarno and Gemany I s 

ent~ into the League of Nations, the Franco-German Commercial 

41 M. Baumont, La Faillite de _la PaiA..L191S ... I939), Paris, 4th 

edition, 1960? Pl? 281 if 0 . 

42 J .A.M. de Sanchez, Further Economic Consequenoes of the Peace 'I 

F.A~, vol. 1, 1922-?3, p. 163. 
J. Cail1aux, on va 1a France? au va ItEurope?, Pa:cis, 1922. 

Hoegel, OJ? cit., pp. 93 ff. 
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Treaty of 1927 and to lvhat was to be thought of as the final 

settlement ot Reparations through the Young PJ.an~43 

43 A commia.sion under the American Owen Young reviewed the reparations 

problem from Januar.r to June, 1929. The outcome of: -cheir 

prooeedings was the so ... called Young Plan, whioh became substituted 

for the Dawes Plan of' 1924. The Reparation Commission was 

abolished and the administ:ration of the Geman debt transfen-ed 

from the political sphere to the newly created Bank For Inter­

national Settlements.. The total amo1IDt of' the debt was fixed 

at 59 annuities of about 2,000 million goldmaxks on the average, 

starting off wi-th the relatively small amount of: 742 million 

goldm~ks for 1930. This was greatly facilitated by the Young 

loan of 1,260 million marks. The event of the uG:i'eat Depressionu 

led to the Hoover MoratoriulU of" June, 1931, which marked the end ~ 

of reparation payments, fil1al~ adopted in the Lausanne Agreement 

of July, 1932. 
Keesing1 s, 1932, 351 B. 

Gebhardt, op. cit., pp. 153-4. 
J. Chaatenet, Les Ann~es dt~llus~~P# 1918-k931, PariS, 1960, 
pp. 95 f:f.and 119 if. 
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1. THE STR~ ClWlGl!Sm ~lIE ~qH AND GERMAN POST .. WAR 

mONOM!. 

In the interwar period it was an almost universally 

accepted axiom that the Franco-German relations were "the oomer 

stone or European policy", and that a hanco-Geman d~tente would 

have given "fresh hope for peace and ~S1?erl V in Europeu • 
1 

The structural ohanges in both economies were to a. 

very large extent inrlueneed by the ohanges in poll tical and 

customs frontiers. We are not conce:rned here with the centuries 

old Franco-Geman antagonism, although it might be worth 

:cemem'berirJg that the importance of the Rhine bridgehea.dsth:oough 

two millenia dates back to Caesm-' s bridgehead (po~ asinorum). 

In more reoent times there had developed a certain 

n frontier spirit" in both nations. F--.cenoh nationalists tended 

to regaa:d the Rhine as a "naturalt
! frontier (Rhenus finis Garmaniae), 

while German natiOl'lalists proolaimed the Rhine a Geman ninlandll 

river (Deutsohlande Strom, nicht Deutsohlands Grenze). A good 

deal of bitter.ness died down in the forty-three years o£ peace 

af'ter 1871, but with the Firat World War the old antagonism 

flared up again in an unprecedentedly fomidable way.2 

We have already sean that in t..lle immediate post-war 

period, France succeeded in keeping the defea.ted enemy in check, 

both politioal~ and economically.. The following table illustrates 
the ohanges in each nation t s role as trading partner of various 

continents. On the average, France increased her share by about 

a quarter and that of Germ~ was reduoed by about one third, 

oomparing here the years 1913 and 1924.3 

1 It.. von Kuehlmann, Gem8.1'13' and ~ance, The P.roblem of Reconoiliation, 

LA., vol. 11-, 1932 .. 33, pp. 136-45. 

2 Ch. B. Haskins, Franco-Geman F~ntiers, .LA., vol. ;, 1924-25, 

pp. 199-210. 
It is interesting to note that as tl:Om the late 19th century, 

French academio life beoame increasingly 1nfluenoed by GemBll7. 

fl ••• an intellectual'rcmprochement took place between 
the two countries •••• we established in Paris, and in 

••••• footnote 2 & ;/ 
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the moat important of our pmvincial towns, 
universities after the Ge:cman model; we adopted 
Geman methods •••• lt became a fashion with a g:oowing 
number or French young men~. ~ • to go and spend a. yeazr 
in some German univeXSity •••• I am oonvinced that 
Wagner and Nietzsche •••• exerted a deeper influence 
on the ways of feeling and thinking in France· than 
they did in. a:r13' other oount:t7 outside GermaJlJ'. 

- E. Hal~vy, Franoo-GeJ.man. Relations Since 1810, Ristott, new 

series, vol. 9, 1924-25, p. 21. 

3 (}. Day J War Shocks to European Commeroe, F .A., vol. 5, 1926-27, 

p. 636. 



The underlying reasons-for Ge~anyts diminished role 

as a trading nation are manifold. Th:oough the war, she lost, 

besides her oolonies, an area wl1iCh in its size and potential 

could be compared with that of the Netherlands, Belgitml and 

Luxemburg together and she sur.rend~red most of her oapital holdings 

abroa.d worth approximately £1,400 - £1,500 millions.4 The total 

German losses have been estimated a.t 150 milliard gold l'llaJ:ks, which 

represented about half of her total pre-war national wealth. The 

level of output in 1920 still amounted to only about ha.lf of the 

191; figure. She had lost 13 per 9ent of her pre-war area. and 

through this 10 per cent of hex pre-war population. Some 

further details oan be obtained from "hha following tables.5 

ID..P I 

nUll OCtUPIED TERJUTORY 

Genna..v J s Territorial losses ~2ter 
World Wer One. 



TABLE It 

!taman loss,es through the Pearce Settlement 

(amounbing to the following peroentages of her pra-wa~ total~) 

Coal 

PotB.$h 

Iron-ore 

Zinc.~:re 

Lead-ore 
Steel 

Pro duot ion 
29 

3 

75 
68 
26 
25 

Wheat and Rye 16 
Potatoes 18 

Other losfJes 

Sea. Cable N~twork 95 
Merohant Fleet 89 
(gross tO~1.age) 

Ji..esenes 

40 

5 
83 

... 

For instance, the above figures indioate thC::t loss 

incurred by the German mining sector through the separation of 

Upper Si1esia and Alsace-Lorxaine. 

In addition it is neoessary to throw- some light u:POn 

the chaJlging oircumstances goverlU:ng the availability of economio 

resouroes before and after the war. In order to eliminate the 

impact of the immediate :post-war situation, we are going to 

campare the years 1913 and 1929-

TABLE III 

gOAL (million tons) 

19.U 
Produotion Export/Import 

SurplUS 

Germany 

Franoe 
277 
41 

+ 30 

- 22 

19.&2. 
Produotion ExI>ort/Imporl; 

351 
55 

Slttplus 

+ 33 
... 26 
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TABLE IV 

mON-ORE (milliqn tl)ns 1 
l2.U 192.2. 

PrOduotion Export/Import 
Surplus 

P.roduotion Expo:rt/Import 

Germ&'l¥ 

France 
36 
22 

- 11 
+ 8 

6 

51 

Surplus 

- 17 
+ 15 

The shift in economic power, expeoially as far as i:oon is ooncerned, 

was considerable. Special attention is drawn to the fact that 

Franoe had to increase her :imports of ooal, whilst ahe ranked 

seoond among the world t s iron--ol.'e p:r:oduoexs. 6 On the other hand 

Gexm8ll3' was in alJnost every sphere of her economic lii'e, severely 

affected. In the oourse of the 1920's, however, she was a.ble to 

overcome many of -the difficulties oaused by the loss of the coal , 

f"ields of Upper Silesia and of the Saar Territory by mo:rs effioient 

exploitation of' her remaining mines and by the extended use ot her 

large de:posits of lignite. Gene:r:oa11y spea.ld.ng, she suooeeded very 

well in many spheres of her eoonomy, in overooming major bottlenecks 

resulting out of the Peace Settlement, although this should not 

oonoeal the fact that during the years immediately following on 

after the war, economic conditions in GemBllY' remained extremely 

oritioal. 

We oannot go into much detail and the following example 

illustrates better than any long heatisa, how the German nation 

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

second biggest iron-ore producing 001.mtry to Russia in 1934, 

when 'iiaking the actual metal oontent as a basis. Her production 

of iron-ore had been reduced due iio. the Depression by more than 

40 p~r oent during the years 1930-33. The following table 

compares the situation of 1929 with that o£ 1934. 

kon-ore J?l!g!i"gction ,:Metal Cgnte;[ll 1 !n milliQ,!l tgl1S. 

U.S.A. U.S.S.R. Frang~ S;rLedml; U.K. W91:M 

37.6 4.0 18.0 7.0 4.0 89.9 (1929) 

12.6 10.8 10.5 3.3 3.2 52.5 (1934) 

Statistical Yearbook of the League of Na.tions, 1938/:;9, Table 74. 



was shaken to her very eoonomic foundations. The consumption o:t 

bee:r:, whioh even for the lower classes was far from being an 

extravagant ll.:lJC'l.'try in pre-war Ge:cmany t had played an essential 

part in ,the basio diet of the average household. The beer 

consumption, within the Gama;n exoi~e jurisdiction, declined from 

69 million hectolitres in 1913 to 23 million in 1920 and taking 

into acoount the loss of l'opulation, we can mea.sm.-e a decline in 

~;r capita consumption of about 6.0 per oent. This shift in the 

preferenoe soale away fmm a basio commodity indica.tes how the 

average Gexman household osoillated around the subsistence level 

in its supply situ.ation.7 

In add! tiong it should be mentioned perhaps that as late 

as the beginning of 1922, according to reliable estimates, about 

90 per cent of the ~opulation of Berlin lived at the SUbsistence 

level, and malnutrition had serious effects on the oa.pacity for 

wo:rk. Conditions in the eastern parts of Gemany were even worse, 

and the deaths oaused by tubercUlosis end other maladies increased 

to lllli'oreseen proportions. It was none other than Chanoellor 

Wi~th, known as a strong supporter of a :polioy of fulfilment, who 

launched the password n Provide bread f1:rst, and then reparations £ n 

at the Col1g.t'ess of Ge:rman Industry and Commeroe held on September, 

14thf 1922. This demonstrates that even moderate Geman leaders 

were awa:.r:e about the desperate eta-be of affairs that the average 

household as an economio unit was faced with. Whether it was 

justified or not, much blame was laid u:pon the exoessi ve demands 

for reparations. ~oonomic realities inte~ingled with popular 

sentiments and anti-Frenoh feeling grew deeper and deeper. It 

seemed to many that any Franco...German detente was pexha.:ps more 
8 part of the remote future than was man t s landing on the moon. 

These :post-w~ oonditions should also be seeD; against 

the baokground o£ the German inflation, which up to 1923 and the 

creation o£ the ]l.ent.enm§r]& made a:ny recovery hard to envisage. 

This inflationary developnent had started with the outbreak of the 

war and the total c'tO.'renoy in oirculation at the end o£ the war was 

7 K. Kautsq, Germa.n;r Since the War, F .A., vol. 1, 1922-231 P. 113. 
. -

8 Lichtenberger, 01'. cit., p:p. 110-11. 
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about five times that of 1914, whereas the exchange rate was still 

about b.a.l£ of the pre-war level.9 However, this soon ohanged and 

exChange depreoiation appeared to push up intexnal prioes. Thus 

the vicious ciTcle started with exchange depreoiation, leading 

to price inoreases of im~orted goods, whioh in turn increased 

domestio production costs. This resulted in price increases 

inside Germany and in a.ddi tion, swollen Government defioi lis were 

acoompanied by f:r~sh issues of :paper money. Du:r:ing the whole o.f 

that period (1918-23) the situation was aggravated by what was one 

of the Gova.~ent t s ohief" methods of obtaining foreign. exohange 

for reparations - namely t the issuing of new notes and the selling 

of them on the exchange market.. In additionf German speoulation 

exaggerated the exchange rates and made things worse than they 

already were. At this time leading German eoonomists were ~epared 

to accept an inflationary polioy as an expedient measure fo~meet~ 

the intel.'nal and external oommi tments of the Reich. The Goverrlmell't 

did not take any se:rioUB steps towards stabilisation of tL"1.e oUJ:."l:ency 

whioh, from ott'!." perspeotive, seems an extremely ir.resllonsible 

attitude. But the reparation question overshadowed eve~hing. 

Fairly early on it was p:r:edicted that the result would be a 

oollapse of the whole monetaxy systemt but the prevailing view was 

that a. stable ourrel1.cy oould only be established with a revision 

of the ~laim for reparation. An address delivered to the Cong:cess 

of German IndustJ.j7 and Commerce on June 14th, 1921, by Georg 

Solmasen, a leading German banker, dealing with the reperoussions 

of the wndon Ultimatum, was quite representative of this way of 
thinking.IO 

.... thus we move in a wioked vicious oirole whioh, 
whe:ce our monet~ system is already hopelessly 
undexmined, must inevitably lead to its complete 
oollapse. 

However, it is not oompletely right only to blame the 

Allies, and in partioular Franoe, for the hype:r:inf1ation in Gemar.y.ll 

9 Stolper, op. cit., pp.10S-B. 

10 Solmssen, op. oit., vol. 1, p. 212. 

11 It should be noted here that the suocess of the Rem_enm~ 
was achieved at a time when economic and ;political conditions 

••••• footnote 11 continued/ 
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The rapid fall of the mark can, of oourse, to a large extent be 

asoribed to reparations, but exte:cna.l influenoes, working through 

the balance of payments we:ce not the only ones o It is rather 

misleading to relate a ourrenoy's weakness on the excbange market 

to the balance of payments explanation only 9 The :imbalance ina 

countr,y's.transaotions oannot be given such a one~sided inter­

pretation. It is large~ a consequence of the relation between 

exchange rate and relative price levels. In Gel.'l1la.ny-9 inflation 

came into causal relation to the exchange rate only after years of 

war-tlme deficits financed by the printing of new paper money. 

That the highly sensitive exchange market reflected the antioipation 

of :further inflation, and that France also partioipated in the 

ubuying up the count~J (Ausverkauf), is the outcome of a development 

whioh had already started in 1914.12 

11 (Continued) 

we:r:e extremely disturbing, and there was still no settlement of 

the reparation issue. The Relltepm~ was int:roduced on l\)"ovember 

15th, 1923, and the Dawes Plan eventually came into foroe only 

on September 1st, 1924. On the other hand :reparation :p~ents 

we:re suspended during the Ruh:J:, conflict, and the prospects :Lor a 

revision of the reparation question played quite an im~ortant 

role ~om a psychological :point of view. - G. Kroll, op. oit., 

pp. 22-3. 

N.B. The inflation had moved towards its climax in mid-1923. 
Schacht ente:ced upon his duties as Commissioner for ~Tational 

C'Ur"'J.:'ency on Uovember 13th, 1923. - Scha.oht, Op. cit., oh. XXII, 

pp. 177-87. 
Turner, op. cit., Pl? 145~56. 

12 A detailed reasse~sment of the problems of the German inflation 

in the years 1918-23 has been reoently vndertaken. It has, for 

instance, been pointed out here that, contrary to opinions held 

up to today, it cannot be proved that the :i.n.flationary process 

even in ita ext:r:eme phase had an;y- large effect on productivity) 

- Laursen and. Pedel!sen, op. oit., see espeoially ch. V., 
pp. 51-71 and eh. VII, pp. 75-88. 
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So far we have been disoussing the impact of the wa:r: on 

Geman;r. The basis on which her economy was strucfiurecl hgcl 

been narrowed and recover.y took place only after her eco~ had 

undergone a oomplete collapse. In France, the development was 

less abrupt; inflationarJ' tendencies oontinued, but vv:1.thou·c 

leading to economic disaster. On the other r..and, the wax had 

•••• exoept for a few advances •••• lett France 
from the point of view of economic strength in 
a condition of extreme feebleness.13 

The structttl:'al changes of the French eoonomy oan be 

summarised as follows:14 

1) Genexal economio expanEJion ::casul ting from the wa::J:, although 

it was limi-I;ed in its scope. IncJ:'eased state control whioh was 

relaxed after the war, although it remained still greater than 

in pre-war -b:imes; nWar has :proved to be the largest of state 

eoonomic el1.terprisea. u 15 
2) Intensified industrialisation in oonnection with an increase 

in the average size of private enterprises.. Paris became a major 

oentre of large indust:r.y, while before the war, mainly small :plants 

were predominant there. 

3) Increased dependenoe on foreign trade_ thus proving the 

objeotive of greater sell'-suf'ficiency to be illusionary. 

4) A change from the pre-war state of a oreditor nation to 

that of a debtor, thus making a favouxable balance on the current 

aocount essential. 

5) Increasing't:trbanisation; for the fiJ!st time in her history, 

the population of. France classified as urban exoeeded that classifi~d 

as rural. ~~ 1936, the propoxtion was 52.4 per oent to 47.6 per 

cent respectively (in communes of more than 2,000 in.l:taJbi·tants). 

6) Degressive illcrease in population. 

7) Increasing dependenoe on foreign workers. 

During the depression development went into reverse. 

Foreignel1s in Frwce (in millions)16 

13 Clough, 01'. cit., p. 293. 

14 Hoegel, 01>. cit., pp. 15 ff. 

15 Clough, 01'. oit., p. 261. 

• •••• footnote 16/ 
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1911 l~l 
1921 1~5 
1926 2~4 
1931 2~7 
1936 2.2 

8) The gaining of control of Alsace-Lorraine wi iih a population 

of 1.9 million, and its large-scale iron-mining industryo 

9) Temporary extension of oontrol over tha Saar f'or fifteen 

years, whioh offered fa::c more than IDel:'e compensation for the 

war-time destrtlction of the ooal mines in Northern Franca, sinOG 

the latter were to reaoh their pre-war level of output by 1925. 

Despite heavy losses, the eoonomio potential of Gar-many 

remained faa: above that of Franoe, although the fJblocking mechanismu 

of the Treaty tended to disguise this for some time. Nevertheless 

the reoonstruction of the devastated areas of France was 

acoomplished fai~ly quioklyo In faot, by 1925/6, reoonstruotion 

of these areas was oompleted and this despite the delay in 

restoration oaused by the lack of foreign capital. It has been 

suggested that, had the Etxvopean countri.es reoeived fo=r.-eign lo&lS 

sooner, inflation might have been oontrolled and recov~ 

£acilitated.17 Thus the ~oover.y of Franoe is quite outstanding, 

particularly in view of the fact that the flow of reparations was 

rather slow. The invaded areas had provided 55 per cent of 

Franoels ooal, 90 per cent of" her u"On-ore and 63 peroent 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 alre~ at 4.3 millions.18 

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

little more than replace the FrellCh war loases of 1.3 million 

lives. The decline in the number of foreigners in the 1930 l s 

was due to increasing naturalisation, and the efforts during 

the Depression to repatriate foreign workexa in order to oreate 

more employment for Frenohmen. 

A. Guenther, ~eich twd ssm l!ebm;seere;tgh in dJiA 

Weltwirtsoha£~, Stuttgart, 1936,. Pl'. 143-5. 
D.R. Gillie, Franoe, Surve;y:;, 1939-46, The World :in March, 1939, p" 168 tt 

17 T_. • ·t ~4 7 .LJt::;:WJ.S, op. OJ. ., pp • .) ... 
. . 

18 
Pomme~j(, op. cit., p. 109. 
H. Heaton, !.,oonomic Riston of :EbJ.:t:.O..]2e, New York, revised ad. 1966, p. 675'1 
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The coal mines of the NOl.'d and the Pas de Calais surpassed the 

pre-war level by 1.3 million tons in 1925e19 Thus the Frenoh 

control over the Saar was no longer justifiable in terms of its 

compensatory funotion. 

The year 1925 can be taken as the end of the post-wa~ 

period of readjustment. Economio disorimination against Ge~an,y 

ended in the main on Janua.xy 10th, and this yea::c beoame the 

turning point in eoonomio affail:s, as well as in the political 

sI>h~e. The Treaty of Looarno marked a. new begjmJ.ing and economic 

recovery oame within l.'each. The three main £aotol!S making this 

reo overy so slow, and pa.::1.n.ful were:20 

1) the post-war slump 

2) the sho:t'tage of capital. 

3) the hindrances to trade. 

It has been maintained that France emerged from the wai' 

as a leading Power on the Continent and yet eoonomioal~ and 

politioally, as a Pbwer bound to meet with a large degree of failure. 

This should be modified however. She did not merely return to the 

lLta.tus guo.AniCi but had aotually increased her ability to produce. 

Experts reckoned that about ten years would have been necessary to 

reconstruct her devastated areas. As we have already seen, this 

was aohieved by 1925/26.21 

19 a) Coal P.r:oduction of the Bassin du Nord and Pas de Calais 

(million tons) 

1913 - 26~4 
1921 - 13~4 
1925 27.7 

b) T0ta1 Frenoh coal produotion reaohed the :pre-war leV"el of 

400 1 million tons for the first time in 1924 - Pommexy, op. cit., 

p. 72 and Pp. 109-12. 
A.L. Bowley, ,RQ,.me ,lTIoQAomic COLSeguences of the Great Wcgz, London, 

1931, second impression, ch. VII, pp. 166-195_ N.B. Bowley deals 

mainly with Britain, offering, however, from his ,partioular vieyt­

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

is in m~ respects outdated. 

20 Lew" -t 35 2Sf OJ? C~ ., p. • 

21 Clough, op. cit., p. 313. 
Pommer.y, op. cit., p. 110. 
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Neve:rtheless, some fu:r:ther points should be :raised here. 

It seems necessary to consider the eoonomio mentalit,y and the whole 

structure of the French eoonomy. FrB.llCe oarried her policy of 

"defensive hegemonyU (Defensive Hegemonialpolitik) into the economio 

sphere as,well. For instance, the Grand-Duohy of Luxemburg ceased 

to form :part of the Ge::cman Zo11ve:ce:in as i'rom Januaxy Ist~ 1919 

(Peace Tr&aty, At-t. 40); this provision was to be of oourse, in 

France's favour. From September, 1919 the Grand-Duchy belonged 

to the Frenoh Customs Union, but it joined the Belgian Customs 

Union in May, 1922. - This was mainly due -bo the antagonising 

foroes within Franoe. The oomparatively small Grand-Duchy had 

ver,y productive deposits of iron-ore immediately adjoining similar 

deposits in France and a highly developed smelting industr,y whioh 

processed more than half of her ore production. Thus she was at 

£~t regarded as offering a IfnatUX'altl extension for F:r:-ance, similar 

to that of the Saar. The French iron and steel indust~ however,' 

beoame alamed, f~axi:ng the competition of Luxem'blttg where labour 

was cheaper than in France and thus conflicting interests between 

Luxemburg and France-soon led to the fo~er's withdrawal from the 

Frenoh Customs Union. 

In addition, it should be remembered that the Frenoh had 

originally insisted that they must have a Treaty right to German 

labou:r: i·or the purpose of restoring the devastated regions of 

Northern Franoe. Provisions requiring GellnElJ'ly' to provide up to 

500,000 labou:r.'el'.'s to wo:rk in these devastated areas were eliminated 

at the last moment, mainly due to objections raised by the French 

t d . 22 ra e Ulll.OllS. 

This brings us to the French :population problem and the 

"statio state of mindll espeoially of the lower middle-class oitiz~il 

les petits bQurgeois4 who were so charaoteristic of this oountr,y, 

where the population was oonoentrated in J1 small towns from which the 

energy was ebbing while the ];lOwer of' the vote remained.u23 

2~ J.F. Dulles, The Reparation Problem, E.J., vol. 31", 1921, p. 183. 

23 a) D.R. Gillie, _ F:rance f Pu::I!Vey: 1939-46, The World in March1 1939, 

pp. 168 and 170. 

• •• e.footnote 23 continued/ 
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In the 1930's, when Franoe had to faoe up to a militant 

GeJ:'llla;ny~ it became clear that in poli·bical lira 'espeoially, the 

younger generation did not suoceed in replaoing the older, either 

in quantity or in quality. It has been oalcula-bed that 18.2 per 

oent of 'Frenchmen of militar,y age lost their lives in World War 

One, whereas the figt:q.-e for Gexmany was 15<95 per oent~ This and 

the traditional sooio-eoonomio pattern of French sooie~J can to a 

large extent explain the attitude of Frcmoe towards Germany in 

the interw8~C years, Despite the overwhelming spirit which 

aooompanied the reoonstruction of' her devastated areas, Franoe 

remained a countr-.r whe:r:e 

llLefficienoy was quite respeoted, if not positive~ 
enoov~aged •••• and it was therefore thought to be in 
bad taste to try to lower costs and push less efficient 
firms out of business ~ .... The newcomer was pushed out, 
if possible, but onoe he Was in, eveJ:.'i{thing was done 
to help him to stay in.24 

23 (Continued) 

b) Ra te_ p£ Natu:I:al Increase 

F~ 

2~1 
1~4 
0;8 

- 0.3 

1921-25 
1926-;6 
1931-35 

1937 

Ge;gna.nl£ 

8.8 
6~6 
5~4 
7.1 

J4Ett ll~HrQductioJlRates (19351 

Franoe 0.866 

Ger.m~ 0.S80 (O.906)~ 

~igure ar.rived at Burgdoer£erls method. 

N.:B. It should be emphasised that reproduotion rates tended to 

deoline in both oountries; in some interwar years they were 

even. in favour of F:cance. In the late 1930. s there was a 

slightly higher rate in Gennany. 

0) Population (in millions) 

Fr~no.,g ge~ 

39;6 1910 64~9 
39~2 1920 59~2 
41~8 1930 64~5l! 
42.0 1938 74.8 

l£ Inol. Saar Territory and Austria. 

Souroe: stati~tioal Ye~b90k§ of . the League g£ Natio:q§_ 

Clough and Cole, cp. cit., p. 667 • 

•• ~ •• £ootnote 24/ 



- 73 -

Such economic realities lifere only too often completely 

ignored by lIlallY' French post.lVorld War One politioiansf as illustzaated 

in the wo:cds of Tardieu:25 

France is a lEL~d of bOtUldless resources, material 
, and morall a land tha-t loves i-bs liberties.... a 

land that has faith in the future, because it has 
faith in its work. 

It is true that hanoe used her libezaties and perhaps 

laid more stress on that than any other nation. But how did she 

cater for her OVnl future? Her material zaesources were not 

boundless, but she was fairly adequately endowed with -I;hem. The 

war effort oontributed largely to the idea of economic expansion 

in France t partly dua to mere imperialistio ambi tiona, but also 

partly due to rational economio considerations. On the other 

hand, the bridging of the gap betw'een ambi tiona and socio-eoonomic 

realities proved to be beyond the powers of anv ambitious eloquen?e. 

An example of this was the French attitude towa:cds her colonial 

On the one hand she fell baok into complao9:vlcy when 

reoalling that ttGreater France" was a nation not of f'orty millions 

but of one hundred millions. On the other hand, little was done 

to ovexcome the extreme baokwardness of most of the Frenoh :Ehnpire. 

By and large, France tended more and more to follow a 

proteotionist eoonomic policy yet she aimed at politioal alignment, 

as for example in the case of the oreation of the "Little Entente". 

Thus the Frenoh conceI>t of security in her foreign :policy can be 

applied to her efforts to become more and more self-sufficient. 

This emphasis on nationalism of couxae fluctuated and policies of 

co-operation in the eoonomio sphere were never completel~y abandoned, 

but they had no great signifioance in French national eoonomics. 

24 This statement made at a conferenoe by Professor Leduc on 

September, 11th, 1957, should illustrate f'rom a ~ather 

im~artial historical perspective the general atmosphere in 

France, whioh large~ governed eoonomio forces in the 

interbellum period •. 

E.A.G. Robinson, ed., Economic COnseauences of the Size of 

llations, London, 1963, p. 346. 

25 Tardieu, op. cit., p. 408. 
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In oonclusionf while the middle-class establishment was 

shaken by the depreciations of the late 1930ta, the st:cucture of: 

the Frenoh economw changed little over the interwar period and 

the Frenoh economic mentality changed even less. The Eoonomist 

commented,as follows: 26 

The French oitizen, .le b:t'sve bourgeois and the 
peasant, wants to feel economic terra .firma under 
his feet. 

In following pages some remaI.'ks will be made on the 

different entrepreneurial mentality prevailing in Frm10e and Ge~~ 

at that time... In anticipation of what will be disoussed there, it 
may be suggested that the Franco-German antagonism would have been 

even stronger than i-'c actually was, had the Frenohman resembled more 

closely the Gezman in te~"Dls of the latter1a UdynamicU entrepreneurial 

drive, which was worlds apart from the "rentierU mentality la:rgely 

to be found in France. 

26 Economist, Januar,y, 25th, 1936, p. 171. 
What we call sooial stability in Franoe is in fact 
the maintenance, artificially even!»' of" that oategoJ:'y 
of independent artisans of "bhe lower middle-class, 
threatened by progress •••• The maintenance or a foxmer 
sooial order at the oentre of a stream of economic 
changes, themselves always more profound, is instability 
itself. 

Ch. Moraze~ La Fr;mce :SourgoisE't, )£,[11Ie_ :xxe S~~C~, Pa:ris, 

1946, p. 189., 
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21i .!JSACE-LOPJlil.TI;mL - A SGIDlE OF CQ1IFllO~i. 

At the Peaoe Conference, France knew exaotly what siLe 

wanted ~ firstly the retuL~ of Alsace-Lo~aine in accordance wi+.h 

the eighth-of Wilson's Fouxteen POints;l seoondly security and 

thirdly reparations.2 Only the first of these demands was actually 

realised ill full. Through her incorpoxation of Alsaoe-Lorraine 

France inoreased her population by 1.9 millions and gained con-crel 

over iron-ore deposits which considerably increased her resources. 

Fu:cthe:rmore, the Geman potash monopoly was broken through the 

acquisition of such deposits near Mulhouse (Alsace). 

The French claim for Alsace-Lo:craine was on one hand 

sentimental and strategic and on the other, economic. l-t; has 

alrea~ been stressed how economio considerations gained importance 

during the war. It is a matter of opinion to argue whether the 

Frenoh attitude was "fortified by economic considerationsH only3 0; 
whether these ueconomic considerations" were fortified by others.4 

The tX'1xbh probably lies between the two. From their viewpoint, the 

inhabitants of this area possessed a culture and nationalism of the~ 

own. They b.E.d detested the Gel.'lllan rule, althou.gh it had bro"ught 

them a fair amount of autonomy, but quite BOon it became evident 

that Franoe was not quite Iq)/Rn~e Patrie that she had seemed to be 

in 1918. They saw their.Petit.~ Patrie th1:eatened by French oentralism 

and assimilation policies. 

The unsettled state of affairs in this area, termed 

La Mala.ise e1.!..!lssc.g, followed on the lines of that of Ireland with­

out t however, reaohing the same d:imel1Sions. 5 The advice later 

----------------------------------------------------------------------
1 

2 

•••• the wrong done to France by Prussia in 1871 
in the mat-lier of· AlSace-Lol.--raine •••• should be 
righted in order •••• 

~ngfs, 1918-31, p. 10. 

Cobban, 0p. oit., p. 119. 

3 Clough, op. cit., p. 291. 

4 Hoegel, op.. cit., pp. 3-7. 

5 H. Callender, ~ace-Lorraine since the Wa:r, F.A., vol. 5, 

1926-7, Pl? 427-37. 
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offered by General Smuts to Franoe when dealing with Frenoh post­

wa;r polioies, namely "You cannot be a patriotio Frellchman unless 

you are also a good E1ll'opeanu6 
if could also have been applied as 

regards their attitude to Alsace. It was in partioular the right 

of the French Government to expropriate vn thout oompensa-cion all 

German property in Alsaoe-Lorraine whioh had f:tr-X'e8ching oonsequencefJ. 

This :involved both individual German citizens and German oompanies 

resident or sitttated within Alaace-Lorraina. At the time of the 

Amistioe there were more than 300,000 Gemans resident in Alsace­

Lorraine. Exemption was granted to aome 75,000 to SOfOOO who had 

the opportunity of becoming naturalised and to a few others who were 

allowed to remain.7 In 1871, French private property had remained 

untouched, bu-b this time things were different. French heavy 

indust~ in particular realised considerable gains. The Frenoh 

Government Bold this former Geman property at pre-war prices, thus 

realising only about a quarter of its actual value, whioh was then~ 

credited to thfJ G0xman reparations account. So it was, for instancfJ1 

that S9hnei~~~j:! __ ~llZQ]. acquired the fanner property of -'Ghe 

Roechling-Grou..R, the Deutsoh-LuxembUX-fter A,G. J the gelsemtirohener A&.. 
and Dill~~with 16 blastfuxnaces altogether. The Miniere e~ 
M~tallurgiop.e dJA~ce-Lorrainet whioh again was in the main owned 

by Sohneider-Creuzot and .de Wend,e11 took over the Werke de~ 

J.othrilw;isch~n Bergwe;£ks-und lh!?..ttenvereins, and the important 

HadingerThysse~k became the property of the Gxoupement _~ 

~Qnso~a~ettr$ (1@~odldts Metallurgiaues et Industrie~~.8 

The most important eoonomic consequence of the 

incorporation of Alsace ... Lol."".l?aine was the shift in economio resources 

which beoame available to hance, in partioular as far as iron-ore 

deposits were oonoerned. 

6 The Times, October, 24th, 1923. 

7 Keynes, o:p~ cit., PI'. 63-7., 
Callender, op. cit., p. 431. Tha German Government was supposed 

to oompensate those who were affected by expropriation carried 

out by French.authorities. ,See Treaty of Peace, A:ct. 297, 
Temperley, op. cit4f pp. 261-5. 

- - -

8 Hoegel, op_ cit6J P. 20. 



The £ollowing table should illust:rate thia.9 

TABIE ..1 
I,#,ol1.-o2'e tp:'o,ductio:q 

of the ~h:ain~in 

b.91;) 

Total iron-ore ~oduct.ion. 

o£ eagh cOunttt (1211) 

(approx. :figures :in million tions) 

Ge:ona.;ny 

Franoe 

Total 

21 
20 

7 

48 

29 

22 

7 

58 

This high-phosphorio ixon-ore of the Lorraine Basin 

(minette) was only exploited on a:ny large scale shortly be:fore the 

turn of. this century b However , its output :figures then g.r:ew 

rapidly. The above table :indicates tho importance of these deposits 

in relation to total iron-ore production of each oOlUltry. Assumi.ng. 

for instance, the pre-war lEt'lel o:f output 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 -bhe output figu;r:es :for all producing areas of 

Ge:rmal'W t hanoe and Luxemburg respectively we:re as £o1101ivs: 10 

TABLE II Iron-ore Metal content 

(million tons) . 

Germany 

France 

Luxem.bu:cg 

Thus it can be seen that whereas Gexm~ts ixon-o~e 

production sUL'pas~ed that of the compa:r:a-bively small L1.Utembu:r:g by 

four t:imes in 1913,11 in 1929 the latter.s output surpassed that 

of GEmIlaTW. On the other hand this loss of GermaIl¥"' s prior ];)Oai tion 

as an :im:portant i+On-ore producing -count:r.y had no real antagonising 

effeots on Franoo-GeDman relations. The world market offered this 
_______________________________________________________________ .T.~~ 

9 See Appendix A VI and FriedensbL~g, Kahle und Eisen, OPe cit., p~ 140 

10 Statistical Yearbook of the LeMu,e of Nations u 1913/32, Table 70 

and 1938/39, Table 74. 

11 Stolper, op.cit., p. 42. 



- ao .. 

mate:;r:ial in sufficient quantities al'1(l in e:ny case, the Swedish 

iron-ore was of a higher grade and in mcmy ways was much more 

suitable for Gexman requirements. 

France soon realised her inoreased dependenoe on marketing 
, 

her considerable amount of iron-ore whioh was not prooessed at home 

since despite the fact that her production of pig-iron and steel 

had about doub led f~1Qm 1913 to 1929 t her iron-ore production had 

increased by nearly two and a half t:imes.12 

The iron and steel industry of Lor.raine thus tried to 

retain Gemany as its main customer. This was, however, only to 

a oertain extent possible. Thus quite often this sector was forced 

to restriot output, whioh made it impossible to make full use of 

capaoities available, so affeoting adve:r:sely the whole cost stxuot't.tt'e 

of the ind:ustry. 

The r~pid economio expansion in the decades following 1871 

had made Alsace-Lor.caine dependent. to an ever increasing, degree on 

the German maJ:'ket for its products. After 1871, Alsace-Lor.t"aine 

had been for two years a free-trade area,-in order to facilitate 

its incorporation into the Ge~an eoon~. After 1919, France did 

not follow such a -1ib~al poJ.i.oy and relied on the px1Jvisions of the 

Peace Treaty (Art. 268a), whereby for a period of five years f~m 

the (loming into force of the Peace Treaty (Janua:r.y 10th, 1920 -

Januaxy lOth. 1925) nat1.tral and manufactured goods which oame from 

Alsace-Icrraine we:re exempt from all oustoms duties when ente~ing 

Germ~. Franoe was entitled to fix eaoh yea:r the amount to be 

sent to Ger.manwf but had to base these deliveries-on the average 

of the amomrhs sent a.nnua11y in the years 1911-13. hanoe was, 

however, unable to make full use of these quotas, since the eoonomic 

conditions in Ge:crnan;y did not always create the necessary demand and 

in addition, Geman boyootts had adverse effects. Th~se pl.'Ovisions 

inoluded the free im:portation from Ge:crnan;y and free re-exportation 

into Ge:crnan;y of those textile materials and textile products, which 

12 See Table III and Ta1:1e IV of this section (Ft.2). From Table J)l 

o:f:part 1 of this chapter it can be seen that the, FJ:ench 

expo~ surp!tW increased fxom a million tons in 1913 to 15 

million tons in 1929_ 
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had undergone or were to undergo any finishing prooess in Alsace­

Lorraine. 

In add! tion to the faot that the French market fol." irOTh­

ore as well as for iron and steel products was limited~ so that an 

outlet waS sought in Gel.'Illany, France fea:red the oompetition of the 

highly developed agrioultural seotor and the advanoed textile 

industry of Alsaoe-Lorraine, partioularly since the lattert s 

produotion oapaoity amounted to about 25 per oent of the hench 

total. Thus we find both the Fre.'YJ.ch fear of oompetitiona.:nd her 

limited domestio market neoessitating the maintenance, at least to 

a certain extent, oi: tx-ade relations which had developed to an ev-er 

inoreasing degree over nearly five decades preceding World War One 

between Alsace-Lox:t'aine and Ge:r.many. The importanoe of the Gema!l 

market for Alsace-Lorraine oan be seen 11hen looking at the Franoo-

Geman post-war trade figures. The German mpoxts from Alsace-

lorraine amounted in 1925, the year when discriminatory provisions' 

were lifted, to. nearly three-fifths of the German :im:pcrts from the 

whole of France, whereas GeDlla:n exports into Alsace-Lo:rraine amounted 

to only one-fifth of total Gexman exports into France. This reveals 

the importance of the Ger.man market for produoe from Alsace-Lorraine, 

a fact whiCh in trade negotiations strengthened the otherwise rathe~ 

vulnerable GeDman position~13 

The extent to whioh this period proved to be one of 

maladjustment is illustrated in the case of French iron-ore exports 

into Germany.14 Since the strt~gle for the political control of 

13 Statistiag~es Jahrbuch fller dae Deutsche Reich, Statistisches 

Reicbsamt, vol. 45, Berlin, 1926, pp. 186-9_ 

14 Apart from iron-ore, it is interesting to note that Ge:r:man 

exports of coal to France did not actually deoline (except 

d1XI.'ing the times of the R~ conflict) mainly due to Gerillan 

reparations made in coal. In 1926, coal exports reached 

their peak for the whole of the interwar period, althoLlgh 

this was partly caus~d by the General Strike in Britain. 

Statigtiscnep Jabrbuch fller ~as Dgutsche Reich, Statistisches 

Reichsamt, Abt. VII, Auswaertiger I-Iandel, vol. 41-59, Berlin, 

1920-1941/42. 
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the Franoo-German unit stretohing from the Channel to the Ruhr 

was lost for Gexmany, she re-orientated herself and relied to a 

greater extent on are supplies especially from Spain and Sweden. 

After the war, French iro!1.-ore exports had slowed down, but as 

from 1924' they inoreased, reaching their peak for the 1920's in 

1928, although remaining slightly 1.Ulder the pre--war level. They 

slowed down again up to 1932, and due to the reoovery in Germany 

inoreased rapidly thereafter, reaching their peak for the intel.'War 

period in 1936, well above the pre-war level. When oompa.1:?ing 

these with the Swedish iron-ore exports to Germ~, it becomes 

clear how politioal ciroumstances influenced the preferenoe scale 

of the German customer.15 Thus F:r:ance oould only maintain a. 

moderate share of the Ge~an market. In absolute figu:ees, this 

share in general oompaxaed. favourably with the pre-war level, but 

since exports from Alsaoe-Lorraine wexe included in the French 

post-war figu:ees, Franoels position in respeot to her iron-ore 

exports to Germany, was in faot se:rious1y affeoted. In the late 

1930 l s, between 65-70 pel." oent of Geman iron was made from foreign 

ores and the great expansion in the output of Ge::cman heavy industl.7 

at this time caused an increase in both French and Swedish oX'e 

expoX'ts to Gexmany. The late~ moderate reoession can be 

attributed to the move towa::r:ds greate:r.- autarky, as illust:eated by 

the bui1Ci.ing of the HeX'ID.~"1l1 Goering Wo~ •• 16 

15 

Exporter 

France 

Sweden 

F:r.-ench and Swedish Iron-Ore Exports 

to Gem.a:ny 

(approx. figures. - in m;i.llion tons) 

lilJ. 192.2. 1 q ;2 .l.9.lQ. 19..ll .J.9.2e. 
3.8 3.3 0.6 6.8 6.0 5.0 
4.6 7.4 1.5 8.1 9.5 9.0 

Source: St,g,tistisches Jahrbuch Iuer dgs Deutsohe Reigh, Abt. VI~, 

Auswaertiger Handel, vol. 41-59, Ber~ 1920-1941/42. 
Economist, August 5th, 1939, pp. 266-7. 

J.W.F. Thelwall and. R.P.F. Edwards, Economic Conditions ill 
GermanY to Julv, 1930 J Department of Overseas Trade, London, 

H.M.S.O., 1930, P. 75. 

16 Economist, _ July 29th, 1939, p. 215 •. 
Sweezy, op. oit., PI'. 34-5 and 85-9. 
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The following tables offer a comparison between the 

i1. evelopments in the iron and steel ind'Ltstry in both oountries. 17 

germany 

16.6 

9.2 
9.6 

13.2 
3~9 

18.6 

Gennany; 

170 6 
1102 

12.2 

16.0 

5.6 
23.2 

TABLE III 

Pig-iron PToQu~~on 

(million tons) 

1913 
1922 

1926 
1929 
1932 
1938 

Bteel Productign 

(million tons) 

1913 
1922 

1926 
1929 
1932 
1938 

Franoe 

5.2 
5.3 
9.4 

lOe4 

5a5 
60 1 

Franoe 

457 
4s5 
8.6 

9.7 
5.6 
6.2 

One should keep in mind that after the wax the metal content o£ the 

iron-ore depoei ts o£ U>rJ:'aine amounted to about 700 million tons, -

w:b...ile J)ost-war Genn~ remained with abou.t 300 million tons. 18 The 

fa mer Geman Alsane-Lorraine became in the interwar times :r.-esponsiOle 

for more than one-third of the F:r:enoh pig-iron and steel pxoduotion~ 

This again illustrates that behind IJoli tical sentiments xemained a 

.foxceful eoonomio basis. 

It has been pointed out already that we find in the years 

17 Statistical Yearbooks of the League of Nations, 1931/32 and 

1938/39. 
Pommex.y, op. oit., p. 450. 

18 Stolper, OPe citG, pp. 34"5. 
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precedL~ World War One an increasing degree of economio inter­

dependence spreading out fxom the Ruhr District to the Channel. 

The expanding policy as undertaken by big enterprise, took place 

quite often j~respective of politioal frontiers. Thus some kind 

of Grosswirpschaftsra}1l!l s·carted to develop, whioh du.:cing the wa:r 

stimulated the drive for political expansiono Before the war, 

German heavy industry beoame particularly aotive in French lorraine 

and Northern Franoe. 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 tjrpes of entrepreneur prevailing in the two oountries -

in France it was to a large extent the u:r:entier" type of entreprenett:r 

who shaped economio behaviour patterns, while in Germany, it was a 

more UdynamicH type of entrepreneur who took the lead.19 

The events of the war had little impaot 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 oountries end to campare the pre- and post-war percentages of 

those engaged in Commerce and Industry" 20 

Germany 

France 

TABLE V 

1906/7 

45",4 

38.5 

1925/6 

48.9 

42.7 

In fact, France was lagging behind as fax as both her 

degree of indv.strialisation and the prevailing "capitalistH spirit 

of the average entreprenellJ! were concerned. This should be 

qualified :in respect of a sometimes quite aggressive drive developingso 

with strong support as given by the French State. For instance, 

19 Before World Uar One German capital had secured oontrol of 

about 15 pex cent of the mining s ector in French Lorraine. 

C.K. Leith, The Worlrl. Iron and Steel Situation in its Bea:r."ing 

on the Frenoh Oocupation of the Ruhr, P.A., vol. 1, 1922-3, 

pp. 136-51. 

20 Statistical Yearbook of the~~e of Nations, 1931/32, Table 4. 
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after taking over the potash industry after the war j the French 

producers, oonsisting of some state woX'ks and only 01.1.6 private fi:cm, 

realised a considerable advantage over their German o01l1petitors. 

The marketing of the whole French IJotash production was undertaken 

by an orga.nisation where the French. State held 7fY/o of its iJ.1.texest 

(Societe GommeX'ciale des Potasses d l A1saoe) and ha11'l.ng large state 

subsidies at its disposal. The German produoers, albeit organised 

in a oompulso:ty cartel and subjeot to state oontl:-ol in this respect .. 

where in a less favourable position sinoe they had no subsidies and 

no state agency behind them.. The Franco-German oompeti tion raged 

especially on the very important .Amerioan market, and was extremely 

ha:cmful to GeJ:.'man produoers not xelying on 8J:t3' state assistance.21 

Generally speaking, such eta'! aggressive drive on the part 

of the hanah was to a large extent dependent on either direct or 

indi:eect promotion by the State, and it remained restrioted to a 

few fields of aotivity. In the above instanoe, the Franoo-Ge:cman ' 

antagonism was overcome by agreement in 1924, in respeot of the 

.American market and in 1926, in respect of the world market as a 

whole. 

Fu:cthe:Gnore, when looking at the respOllSe to the post­

World Wa:r One oonditions, again in respect of the potash indust'-.cy, 

the different degree of industrialisation and differing entrepreneurial 

behaviour patterns can be seen. The Gexman producers concentrated 

more and more on special m.anufaotv.2"ing prooesses and the chemical 

utilisation of potash, in order to combat the oonsequences of the 

loss of the potash industxy in the Alsace, whilst the Franch potash 

producers restrioted themselves to expanding and increasing the 

mining produotivity of this newly acquired industry. This can in 

both cases be classified as UdynamicU entrepreneUl':ial behavio1.1r? 

although in the case of the latter, it was considerably less 

dynamic than in the .fOl.'mer. 

Despite the fact that the wartime experience transformed 

F:r:ance l s industrial structure. there is not much evidence -that the 

war stimulated the growth of a new kind of business elite~ Such 

an ~lite had already existed in Ge~any for o~er one generation~ 
_____________________________ .~~~ • .IfI» ... ~ 

21 LevY, op. cit., p. 103. 
Clough, op. cit., p. 34. 
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In F:re.noe however, tlthe oautious, oonservative attitude ·hypioal of 

F:rench business continued dominant into the post-w&' era.u22 To 

give a full explanation of this is not easy.. The ra:pid reconst:ru.etion 

of the devastated areas :indicates that F:ranee was able to take up a 

challenge not only in the military f but this time also in the 

eoonomic sphere and this despite the slow flow of German reparations. 

Thus it maS' perhaps be suggested that the upheaval oaused by the war 

11 fJ.o.Wa8 both too great and not great enough for a nation faoed with 

the p:roblem of converting itself to twentieth-cent'l..l:t7 oonditions.1f23 

It should be emphasised that the French olaim to Alsaae .... 

Lor:caine in par-bicular and to the Rhine f:contier in general, must not 

be seen to be directly in conneotiOl'l. with moves towards the breaking 

up o£ the national uni-by of Ge:rmi1l'W as happened for instanoe, in 

oonneotion with the occu:pation o£ the Huhr Distriot. A look back 

to the Peace Conference can illuminate this. No doubt Clemenceauf 

one of the Big Four at the Paris Peaoe Conference, showed one of 

the most uncomp::r:omising of all attitudeB towards GermalW_ On the 

other hand, it was Clemenceau who was too muoh the II Jaoobinu , being 

convinced that the national unity of Gemcmy was an accoD.1plished 

fact. lIe strongly believed in the futu:r:e of the nation.-state in 

Europe.24 This belief he tried to reoonoile with the French polioy 

of seouri ty. Thus national sec't.:lXi ty of Gemany had to stop on the 

west bank of the IU1ine and north of the Alps - Austria. and the 

Rhineland had to be treated as separate ttni ties in an attempt to 

ensure that uEu;r:opean hegemony might be remedied for many 

gene:cationa.u25 

It can be argued that Clemenoeau underrated the drivil1g 

foroe of nationalism, something he h:imself believed in so muoh. 

On the other hand f he has been blamed without much justice for 

having tried to undo the national unity of Germany". However, 

there is an interpretation of his attitude that does. 00-1; justify 

- ----_. -=.-
22 G. Wright 9 F.~anceJn lilodern T;mes.,..,.l760 to the Presep.:G.9 London, 

'. 1962, p. 403. 

23 Ibid., p. 404~ 

24 1Vlantoux~ op. cit •• ;PP. 46-9_ 

25 Keynes, CQns~pue~oes, op. cit., p. 32. 
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this if one is prepared to think along broader lines.26 

The F"..cenoh claim to the Rhine as Germany! s frontier at 

-hhe Peace Con.f"~rence can be st1.IIll1led up as follows: 

1) Alsace-Lormi..Yle: Economic, strategio, sentimental. 

2) Sa~ Ter:cito:c:r: Eoonomico 

3) Rhineland: Strategio .. 

There were no territorial demands by hanoe as regards 

e~tend±ng her sovereigAty over the lTI1ineland~ This is tue cruoial· 

:point. All that was asked for was the demilitarisation of the 

Rhineland and the creation of a bu:ffer state there, which was to be 

admitted to the League of Nations, in order to safeguard its own 

interests. The Rhine bridges Vlf)':re to be occupied by an intex­

Allied force, and the western frontier of Ge-.cman;y was to be fixed 

at the Rhine" 27 

All this was not simply the break-up of the national uni 'by 

of GeDm~, despite the loss involved for her. It is of cou:t'Se 

open to question whets."-ler F:r:ance was morally entitled to make these 

demands of a nation, ev~n though it remained a potential aggressor. 

As far as the economic implications are concerned, Germany would 

have been xeduoed to altogethe~ five-sixths of her pre-war reSot!rees~ 

However this would not have :implied &-ry drastic changes in the 

Franco...Gsman eoonomic Hbalance of powerH
, leaving aside the Gel.'lllall 

eastern frontier question. The tJremedy for many generationsu did 

26H• Nicolson,. Peacemaking. 1912, London, 1943, P. 52, p. 67 and p. 72. 
A. Tardieu, The Truth abiJrqt the TreatI:~ London, 1921, Pl'. 353-15. 
A.J. ]JIayer, Policies and Diplomacies .0£ Peacemaking, 9.Q.P.tainment 

and Counte;r:.:cevolution at Ve:rsa:Llles, 1918-1919, London, 1968, lJJ;>Q 517-8~ 

It should be noted that the three authors express quite different 

views. Sinoe the French attitude towards German national unity 

is of cruoial im:porta:nce for an understanding of the underlying 

problem of Franco-Ge:cman relations, I have attempted to reconcile 

the vaxious viewpoints in the light o:f their relevance :for 

deV'elopments in the economic sphere. 

27Tardieu9 op. cit., pp. 145-201. 
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not lie in the economic field28 .... it might have remediec1 the F-.s:.-enoh 

seoun. ty complex and fmm the French point of view migh-l:; have 

offered a solution for peaceful ao-~Aiatenceo Whether suCh a 

solution would have been too much in France f S favou:r, thus further 

antagonising Germany, is quite a different question. 

The realisation of the Frenoh claim for the Beparation 

of the left bank of the Rhine from Ge:t'ma;ny would have meant that 

the latterts losses at he:c westeJ:."ll frontier were roughly equal to 

her actual losses both in the west and east together. The resulting 

creation of a Rhenish buffer state could have been accompanied by the 

maintenance of Ger.manyls pre-war easte:cn frontier with perha:ps the 

exception of a few districts entire~ inhabited b.1 Poles. Assuming 

for instance, Germany had been represented a-H the conference table 

in Pm-is in 1919 al1.d had been faced with suoh an alternative f:contiEm 

settlement, she would probably have chosen the first, since it would 

not have put two and a half million Ge~ans under Polish sove~eignt.y 

while it would have preserved M j~ and cle 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 ~ecord of the losses 

involved for Ger.mapy at her western frontier under such a hypothetic~l 

~eaoe settleme.nt.29 
TABLE VI 

Germany Alsace- LeftBcmk Pexcentage 
(In thousands) in 1914 u>rraine of the Rhine losses to 

(excl. GeI.'Tllany 
Luxemburg) . -

Area. (sq. km) 540.8 14.5 28.0 8 per oent 

Population (191:;) 64,925.0 1,874.0 5,500•0 11 H H 

Railway Lines (kIn) 61.0 1.8 4.3 10 II 11 

Whine (heotol.) 921.0 144.0 480.0 67 JJ It 

Wheat (tons) 3,927.0 182.0 199.0 9 fl J1 

Rye (tons) 10,426.0 77.0 516.0 5 JJ U 

Potatoes (tons) 45,570.0 873.0 2,758.0 8 IJ " 
Coal (tons) 190,109.0 3,846.0 20,201.0 l~ 

tJ n 

Lignite (tons) 87,233.0 20,256.0 23 II U 

Iron-ore (tons) 28,700.0 21,000.0 73 It It 

Steel Ind. (tons) 17,690•0 2t290.0 3,230•0 31 u u 

Textile Ind. (tons) 400.0 56.0 63.0 30 tf n 

••••• footnotes 28 and 29/ 
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If the other Allies had ag:reed upon suoh an J1appendix 

operation" aga.inst Germany it might well have induced France in 

turn to offer concessions in her reparation demands. This would 

also have been in the inter~sts of Ge:t:'ma1ly and would have been a 

sounder foundation stone for post-war Europe than were many other 

devioes • It can be suggested that the occupa.tion of the R1..1.hr would 

have been avoided and despite an immediately embittering effect on 

the German atti-tude, a Franoo-German rapproohement could ha.ve been 

envisaged earlier.. The French side, freed of her ftsecuxity complexJ1
, 

might have offered ooncessions on a large scale. It can only be 

stressed again and again that the Franco-Ger.man antagonism was in 

essenoe due to the high degree of French frustration in the matter 

of her seauxi ty. On -llie other hand., she did not achieve much by 

further antagonising Ge:c.many the more she wanted to reotify her 

precarious position. This vicious cirole in their relations remained 

an UllSu:.r!!llountable baJ:!'rier. 

The positive attitude of Clerrenoea.u towards the maintenanoe 

of German national unity, as already discussed, should not conoeal 

the fact that a large body of public opinion in France &~d many of 

those in influential positions both in politioal and economic life, 

were quite prepared to exploit a:rry opport1IDi ty to divide up GE'mllany 

into at least three parts - a predominant~ Prussian North with the 

exception of Westphalia, a Bavarian-led South and some.kind of 

buffer- state lyil1g nudnly on the left bank of the Rhine. When 

comparing this with NapoleOnic days, a certain amount of umode:cationU 

oan be observed on the :part of France. In those dBJ'"S the una-Mal 

boundarl.es" of the Rhine beoame the western frontier of France, and 

the so-called Rhine Confederation f011med a buffer·state which was 

comprised exclusively of Geman territories on the right bank of the 

riv~. After World W~ One, the idea of establishing a buf£er state 

emerged again, without implying direct French olaims to terri toxy 

beyond Alsace-Lorraine and the Saar. 30 At the time of the oocupation 

-----------------------------------------------------------------------
28 Even Keynes was ove:t'stating his point here. Refers baok to note (25) a 

29 Tardieu, op~ cit., pp. 168-9. 
Stolper, op. cit., p. 42. 

30 Haller, OPe cit. 9 PI'. 266 ff. 

..~~.footnote 30 oontinued/ 



of' the Rtihr. the creation o£ a Rhenish Westphalian buffer state 

became almost a reali-f;y.31 This would, have given France indirect 

con-txol of' the easter.n part of the RtUtr~Lor.raine-Channel unit as 

well~ and an optimum degree of' secv~ty. If a f'ar-sighted statesman, 

such as perhaps Clemenoeau, had been in power at that time instead of 

Poincare, it is :possible that the fomer might have realised the 

opportunity for France to gaj.n both in tenns of economio influenoe 

and in urealH security. It is also possi'ble that Gel:'h"1any might even 

have accepted such, a solution where a,demilitarised but fully 

autonomous Rhenish-Westphalian buffer state would have become a 

member of the League of Nations, while its neutrality and territorial 

integ-.ci ty could have been guaranteed by the Allies and by Gemany. 

France was able to of'fer a II great dealtl in returns For 

instanoe, agreements on inter-Allied indebtedness peJ:'mi tting, Franoa 

could have renounced all her claims to reparations. She could have 

been compensated with the right to lev,y a moderate customa tariff on 
goods imported from or exported to this Rhenish-Weatphelia.n state 

in its trade with Gel.'lllan;y, for a period of pe:cl1aps ten years. 

Furthemore, Fra.J:lce could have of'f ered her support fOJ:: German 

demands for the rett~ of the lost parts of Uppe:r: Silesia and the 

nCorridoru separating Eastem Prussia from the Reioh. That Franoe 

was able to Tilnke such ooncessions in -~he east. ignoring -thereby the 

sensitivity of' her Polish ally, is illustrated at a later stage in 

the French propensity to compromis~ during the so-oa.lled Luxembm-g 

Conve~sations of the early 1930's - talks held between French and 

German industrialists with the full knowledge of and guidance by 

their Governments. 32 _________________________________________________________________ ._a~ ____ 

30 Continued 

Gg Zeller, .lA Fr~e at ),1J..J,lenlasne_d.epuis 10 Sieclgs, PariS, 

2nd ed~tion, 1948. 

The so-called Rh~e-Republio was proolaimed by Sepaa:atists on 

Octobe:r 20th, 1923. HoweveD; it only lasted up to November 30th, 

of that year. Keeajngts, 1918-1931, p. 13-

31 Gebhardt, op. cit., I>lJ. 136-7 

32 Doc" G,F.P"9.series a, vol. 1,. The Third Reich, The First Phase, 

No.2, pp. 2-5; No. 18, pp. 38-41. 
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This hylJOthetical case does not underestimate the French 

atti tude towards repaJ.:>ations. On the contrary, in the oourse of 

the ocoupation o:f the Itul:1r, Franoe realised the limits o:f making 

GelEany pay. HoweverQ the likelihood of Gemanyts being prepared 

to lose in the. west in order to gain in the east, is a matter open 

to speculation. 

Another possible way of bridging the F:r.oanco-GemaJ:l 

antagonism might have been oonceived.. 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 suggested. It may be questioned whether 

the French claim for seourity and especial~ her moves towards the 

Rhine frontier, accompanied by her endeavours to gain more o:r the 

pre-war economio unit stretching from the Ruhr to the Channa 1 had 
~ 

to remain necessarily incompatible with German interests. Generally 

speaking, conjectures should be avoided when writing on historioal 

problems. Nevertheless, under the given oiroumstances after the 

'Wa:I: it might have been possible to make Ge:rman;r aooept the Rhine 

frontier and France ~t of 1871, while at the same t:irn.e creating 

some neutralised free-trade area, as had been agreed upon with 

regard to the C01~O Basin in the 18801s. 33 

It would h£.ve been advisable to inolude Belgium and 

Luxemburg, forming some kind of Rhenish Confederation with optional 

rights for the Netherlands to join. 

As far as nationality problems. were oonoerned, the Swiss 

model offered wide scope for applioation. A moderate customs taxi£f 

would pr.:>bably have been advisable for goods other than those exchanged 

between this Confederation and France and Germany. This would hav~ 

facilitated economic recovery and might have proved to be a first 

step towards fu.:rther economio unity in Europe and would have solved 

many of the problems. which stood in the way of a lasting Franco-

German understanding.34 

33 S.E. Crowe, The Berlin West AfriJ}an Conf'erence, 1884-l8~, London­

New York-Toronto, 1942, pp. 105 ff • 

••••• footnote 34/ 
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34 It oan be suggested that at that time there was no reason to 

believe in the possibility of establishing any European 

"oonnnol1. markei;1J 4 Neverlheless, the successful fotmdation of 

such a Confederation might well have led to developments whioh 

came about only after World Wa:.r 1).\1'0. - Hendersoll f .common J~jtet, 

op. cit., pp. 139-70 • 
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3. TEE SAAR M!P .rES COAL M~ ....... A ,90NFRONTATION OVER OWNERSH~. 

The Saar, a ter.r:itoX'y ooV'ering 1~900 square 1dlome-tres 

with a population of 800,004 experienced adjustment problems in 

many ~ similar to those experienced by Alsaoe-Lol.Taine and 

Franco-Ge.nman relations were further strained over the question of 

the ownership of this region's ooal milles. 

In line with the rapid expansion of the lorraine i:ron­

mining industry es peoially as f:rom the tu:r:n of the century, the 

supply o:f ooal :from the Saar became inoreasingly important despi te 

the fact that the Saar coal is more suitable fox domestic fUel than 

for indust:t"y', so that the Ruhr ooalf'ields oontinued to supply 

Lorraine to a large extent. 

Tha Saar was a main coal-producing area and notwi thatanding 

its well-developed iJ:'o-.a and steel industry, only about a quarter, of 

its coal output was taken up by its own household a:n.d industrial 

consumption. 

The pre-war output of the Saar coal mines was about 15 

million tons 'J amot1.l1ting to about 8 per oent of the total German pre­

war output of' coal. 

The stipul?>tions Qf the Treaty dealing with the Saar are 

found in Articles 45-50. In .A.rticle 45 JJGermany cedes to Franoe 

in full and.absolute possession •••• the coal mines situated in the 

Saar Basin •••• n~ for a period of 15 years. Similarly to provisions 

made for Alsace-Lorraine, -bhs Saar was subject to speoial oonditions 

for the first five years after the coming into foroe of the Treaty, 

whereby the Saar remained de faoto within the Ge:rman customs 

frontiers. After that period, it became for the next ten years 

.de jure as well as .rut. :f.,?oto part of the Frenoh oustoms system. 

During the first period no customs were levied for exports :fxom 

the Saar to Gexmany and imports from Gexm~ were also exempted 

from customs, as far as they were destined for local oonsu~ption~ 

However, quotas were introduced for exports to Franoe. ~he:rmore9 

Franoe started paying s"la.ries in franos to the employees of the 

Fx-ench oontrolled ooal mines. This considerably raised the real 

1 . 
Treatv' of PJ19.~, Temperley, op. cit., p. 132. 
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inoome for about a third of the population during the time of the 

rapid devaluation of the mark. On one hand, this meaau:ce was in 

the Frenoh interest in so far as it offered some satisfaction to 

their employees, who were generally not pro-French, thus p:robably 

tending :to inorease ef.ficiency in the running of the mines. On 

the other hand it oaused strong resentment amollg' the rest of the 

:population who continued to be paid in marks. 

The administra.tion of the Ter-£itory remained in the hands 

of a Commission of the League o.f Nations. Provisions were made in 

the Treaty for an elected uAdviso:cy CounoilfJ
, but without meeting 

the demands of the population for a IJp~liaJnentu. This besides 

other things, increased the already existing tension. Since a 

plebisci ts was to ooms only after 15 years, Germany as well as 

France developed some kind of "business as usuar t attitude, and in 

trade negotiations three main topics appeared again and again; the 

oustoms, the ooal, and the c'U.J:'renoy questions.2 

Nevertheless, on the international as well as on the local 

soene, things remained rather preoarious, with a. deep-rooted 

res~ntment on the German side which was difficult to overcome. The 

one-sided manner III wvJLch the provisions of the Trea~ were q~tite 

often carried o~Lb, can be illustrated as follows. The actual value 

of the Saar mines amounted -uo about 1 millial.'d goldmarks. However, 

on her reparations ac~ount Gexman,y was credited for only 320 million 

goldlna:rks. On the other hand, the destruotion inourred by the coal 

mines of the Bassin du Nord was estimated at about 12 milliard gold­

marks. In other words, reconstruction of the destroyed coal 

indust:r.y of" the Bassin du Nord with a. pre-war out:put of 18 million 

tons of coal, exceeding that of the Saar by about one and a half 

times, was estimated to be 37 t:imes the value of the Saar mines. 3 

Annex II, 11 to Article 244 reads, however, that the Reparation 

Commission Jlshall be guided by justioe, equity and good faith. 

2 E. Di ttrioh, Die deutsoh .... £l:'anzoesi-aogen WirtsohafW;e};jmdlyngel1 

der Naohkrjegsze~t, Berlin, 1931, pp. 41-2. 
Ch. H. Hasld.~, ·The Saar Ter.dtory as it is Today, L"!~, 

vol. 1, 1922-3, Pp. 46-58. 

3 Solmsse.n, op. cit., vol. 1, pp. 202-3. 
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Its deoision mt~gt follow the same principles and rules in all 
n4 oases.... • 

.After the Peaoe Conferenoe, the French claim to the SaaJ:." 

had in particular aroused opposition from Wilson and Lloyd George. 

Thus Franoe only sucoeeded in attaining te.mpor~ control over 

this territor.Y and her hopes for a plebiscite in favour of at least 

an autonomous Sam- proved to be not very realistic. The offioia1 

Frenoh interpretation of the status of the Saar was defined as IJ a 

new object of inter.national lawu • On the other hand, Germany 

maintained that the Saar remained a part of the Reich, whioh fOJ:: a 

certain period only was to be regarded as not being under German 

sovereignty. 

'2here is U"i;tle doubt that the Saar suffered severely 

under her new status. The domestic market of this terri toJ:W was 

not im:portant for her industry. Particularly after 1925, the Saar 
, 

had drastically to re-orientate herself as far as her supply situatipn 

and customers were conoerned. The French adminiat~ation of the mines 

did not hesitate to exert pressure by restrioting coal supplied to the 

Saar. For instanoe, in late 1924, the R.geohling Works in 

Voelklingen were forced to close down fo~ Some time due to insufficient 

coal supplies. In addition a customs le~ was int~oduced for coal 

imports. This and the German obligations xegaxding reparation 

deliveries of o.oal m6.de things Vlorse than they already wera.5 

Furthermore, the geographical position of the Saar on the north~ 

eastem customs frontier of France increased transport oosts to a 

very la:rge extent~ 

4 T.rwt:v of .Peace, Tem:perley, op. cit., p. 221. 

5 Germcmy beoame temporarily a coal-importing oountry despite the 

rapid expansion of her lignite mining sector. Fo~ instanoe, 

in 1913 Ge~ realised an active balanoe of 486 million maxks 

in her coal export t:"Cade. In 1923, it became a passive balance 

of 690 million marks. Up to 1932 the total German reparation 

deliveries in coal to the Allies (excluding Saar ooal) amounted 

to 2.4 milliaxd goldma.:rks; more than half of this acorl1.ed to 

Franoe. Niebu-hr, op. cit., pp. 61 ££. 
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In addition, the Saar mines, under the administration of 

the Agmj nis:txa~es Mines D01lLa,inales Eran9s,¥le du Bassin de Ie 

SaJ:.'rE!, only reaohed their pre-war average output level per man-hour 

in 1928. Remembering that the output of the French coal mines in 

the de'V'~stated areas reached the pre-war level in 1925, the coal 

deliveries from the Saar to Franoe in the years 1926-35 can be 

regarded as supplementar,y reparation payments over and above 

oompensation for the destruotion of the coal mines in the noxth o£ 

France. They amounted to about 2 milliard goldmarks 9 representing 

some kind of lJover-compensation" made by the Saar and thus indireotly 

by Gema:ny. 

It is true that the Saar was to a large extent essential 

for FranoB as far as her increased dependence on foreign coal 

supplies was ooncerned, due to the incorporation of Lorraine Annexee. 

In Article 46 of the Treaty, two reason.s were given for the oession 

of the Saar by Germany; firstly, Uto assure the rights and welfare 

of the population", and seoondly, Uto guarantee to France oomplete 

freedom in working the mines. f1 The first, without much exaggeration, 

oan be described as window-dressing.6 

Acoo:cding to the letter of the Treaty, the only indust:r:.y 

which was to be taken over by Franoe were the coal mines. It has 

already been mentioned that through her ownershil> of the mines 

France exerted pressi.lJ:'e on the privately owned sector of the Saar 

eoonomy, in par-biculax- on the iron and steel inc1ust:t'Y.. Some of 

those conce~"'nS were .forced to sell more than half' of their shares 

to French enterprises. At one time, out of the big concerns of the 

Saar, only the Roech.ling GrouR successfully maintained its full 

financial independenoe. Such moves towards establishing French 

cont:rol over the private sector o:f the Saar eoonomy were in "che main 

later abandoned, largely due to the fact that French enterprise 

fotuld it much more dif.ficulJjj to realise profits in the Saar than 

elsewhere and by 1925, some lessening of tension between Franoe 

and Ger.many was to a oertain degxee appa:rent. On the O"bher hanCl_ 1 

behind the Frenoh customs walls, small post-war industries developed 

6 . . 
R. von Kuehlmann, The future o.f the Saar, F.A., vol. 12, 1933-4, 

pp. 428-35, esp. p. 430. 
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in the Saar, -rrhich would not have been competi ti va on the Gexman 

ma"t'ket. It was in particular in the develo:Plllenii of a boot and 

shoe industr.r? a furniture indus t~J B.11.d breweries, serving local 

consumption and filling the gap in the. supply of cornmodi ties, where 

there was ~o stxong French competition. Such industxies had there­

fore to fear the consequences of are-union wi<th Ge:rmany, although 

their share in total output was too small to endanger a smooth 

re-adjustnlent of the Saar economy after Maroh, 1935. 7 

After the provisional agreements of July 11th, 1925, 

August 5th, 1926 and November 6th, 1926., the Saar AgreemenJcs of 

February 23rd, 1928 finally brought about a settlement fox the rest 

of the 15 year period. This agreenent provided for special t8~iff 

arrangements, going beyond those o£ the Fxanco-GeI.'lIlan Comm~cial 

Treat.y of 1927 to be discussed later. It was agreed to lower the 

tariff walls between the Reich and the Saar; in order to faoili tate 

the exohange of goods and serv-ic$s, which was of suoh vital im:portance 

for the Saar eoonom;y. No customs duties were to be levied on most 

of the Saar e:x::porls into Ge:rmany and imports into the Saa:c from 

Gexm~ were to be pe~itted at reduced rates.8 

By this France had to a large extent revised her earlier 

policy and acted in acco~dance with her obligations towards the 

well-being of this terri to:r.y. 

Economic conc1i tiona in the Saa.r had been of all 

extremely preoaxio"L1.S nature, partioularly duxing the years ;preceding 

1925~ It had been a long t~lle before Saar industrialists succeeded in 

making ar.cangements with the French owned coal mines in the Saar 

which seoured the neoessar.y fuel for their industry. Furthenmore 

private ArrJ:'angements v.re:re made with French indust~ialists in 

order to obtain an adequate iron supp~. 

It vIas ironical that the Saar industrialists often entered 

into business wi th a F.rench firm whioh had been their pro:perty up 

until the end of the war. Each side depended on supplies fxom the 

7 Eoonomist, May 12th, 1934, pp. 1017-8. 

8 Dittrich, op. cit., PI>. 131 ff. 

Hoegel, op. cit., pp. 112 f£. 

Sohultess', vol. 699 1928, p. 63. 
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other with the difference however, that hanoe was in oommand of 

the ooal for which the Saar had to bargain. In addition, Franoe 

did not offer an adequate outlet for the finished or semi-finished 

goods of the Saa.r. On the one hand, -bhere was the oompetition from. 

Lorraine and on the other, the demand of the French metallu:rgical 

industry, which was rather limited in oom:pa:eison with the demand of 

the German domestio mal:ket. Thus the Saar industl.j'" could only 

re-orientate itself' with great diff"iculty and the orucial importance 

of the Saax Agreements :b.'l offering an outlet for Saar p:t"OChlcts to 

Germany oan hardly be tU1.derrated. Thus France was in a very stro~ 

position on entering into negotiations with Gexmany 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 maladjustment to pos·b-war conditions 

should not be over-emphasised. The Saa.x- territory remained de faoto 

within the Gennan C'L1Stoms frontiers up to 1925. Furthexmore, the 

successive agreements fram J~ 1925 to Febxuar,y 1928 helped to 

alleviate the situation and to facilitate the full incorporation of 

this area into the French oustoms system .. 

As agains-b this f the Ul1I."est and the discontent of the 

people maintained the tension and plaoed an added strain on Franco­

German rela.tions. In addition, the situation was sometimes aggravated 

by the high degree of sensitivity on the part of :publio opinion in 

Gexmany ~ similar to the French reactions to the pre-war Ge~"!Ilan 

measures in Alsaoe-Lorrai11.e. 

This particularly strong emotional invol1fement and its 

antagonising effects must be seen in the light of the faot that the 

populati3n of the Saar consisted almost exclusively of Ge:-cmans. 

Mter 1933, French hopes for a plebiscite that would not 

be in favour of re-union were nourished by the political events in 

Gemany. Such a oaloulation, however, underrated GeJ:'ll1all nationalism~ 

Despite the fact that the vast majority of the Saar population was 

Catholic, and that the German Centre (Zentrum) was the leading 

politioal party, 90 :per cent of the votes cast were in favour of 

re-union with Ge~~. 

9 Niebuhr, op. cit., pp. 83 ft. 
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The causes for this overwhelming majority are manifold·4 

It oan be taken as a oertainty that the :poltulation of the Suax 

Terri tory would not have oonsisted in its majority of Nazi supporters 

before 1933. This demo!J.Strates to what an extent the average voter 

regarded the Peace Treat.y as a kind of stigma to be eliminated at all 

costs and even the Catholic clergy was divided over the plebiscite. 

He-union with Gexm~ meant by no means that the Saar would be 

economioa1~ better off. For instance, the ooal-miners could 

hard~ expect to derive exw eoonomic benefits from a cl~e in the 

ownership of the mines. The introduotion of longer working hours, 

restrictions imposed upon their bargai~ position and various 

laws interfering with phe mobility of labour were pending in the 

event of a Gexman take-over, all of whioh was implicitly aooepted 

with the vote in favour of Nazi Gexmany. The reasons for this lie 

in the political sphere. Mter the war, every third hou.'gehold in 

the Saar beoame economioally dependent on wages reoeived from the , 

Frenoh administration of the mines. D~spite marked improvements 

in pay the miners resented this foreign management, and quite often 

anti-Frenoh feeling was deliberately inflamed by making the Frenoh 

seem responsible for evexy disagreeable ciroumstance. Thus the 

conflicting interests of capital and labour were magnified in the 

struggle between Frenohmen and Germans and the vast majori t7' of 

ooal-miners had become exceeding~ susceptible to Nazi propaganda.
IO 

But other sections of the po~ulation of the Saar were also affected 

in their gene:cal attitude by the existing stateo! afiairs j even when 

The 'Economist sugges-~ed that the vote in favolU" of Ge:cmany would 

have been 99 per cent instead of 90 per oent, if the Weimar Republic 

had been still in existence.l1 

The plebiscite of JaJa~ 13th, 1935 was preceded by 

Franoo-German negotiations conoer.nn~ various financial matters 

and in :partioula:r.s the question of re-]?tlXchase of the mines as 

p~ovided for in the Peaoe Txeaty.12 .An agreement was signed in 

10 EConomist! January 26th, 1935, pp. 166-7. 

11 Eoonomist, Januar,y, 19th, 1935, pp. 109-10. 

12 For fur~her details, see F. von Papen, Memoirs, London, 1952~ 
pp. 300-2. (Von Papen was at that stage appointed Reich Commissioner 

for Saar Affairs.) 
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Rome on Deoember 3rd, 19349 by which GermalW" was to buy the Saar 

mines for 135,000.000 goldmarks (£12 mi11ion)e13 On January 30th9 

1935, negotiations started be~veen the BruL~ for InternBJtionB,l 

Settlements, the Bank of F-..cance and the Reichsbank f on bookt--keeping 

operatio~ concerning the said amou."I1t to be paid by GermaYJy for the 

Saar mines. Agreement was reached on Februar.y 6th, 1935~ The 

final transfer protocols between the two contracting Powers were 

signed in Naples on February 18th, 1935. Thus with the oonclusion 

of these "Acoords of NaplesH , the way was cleared for the re-union 

of the Saar with Germany which took place on March ls·b, 1935.14 

Fuxiher Franco-Ge~an negotiations had to be carried out 

in order to aocomplish a full consolidation o£ bilateral exohange 

matters and to secure certain taJ:.1.£f measures in favour of the Saar 

industry. Provisions were agreed upon which provided for the newlY 

ereoted tariff baJ..""'riers between France and the Saar to be reduced 

and thus the incorporation oi: the Saar into the German eoonomy was 

faoilitated. On the other hand, . the g.cadual reduotion of French 

ooal imports from th~ Saax from 4.5 million tons annually to 2.0 

million tons from 1935 onwards, had good effects on the depressed 

state of the Frenoh ooal mining industxy. The reduction in imports 

per annum was estimated to be eqLtivalent to twelve extra working d~s 

for the French ooal miners. 15 

Thus one major source of" Franco-German antagonism had been 

removed. However f while it was a settlement which took demographio 

realities into consideration, it failed to off"er any constXtl0tive 

step .forward in settling the problems arising out of the economic 

inte:r.dependence of" French and Geman heavy industl.'y, and the 

abolition of' oustoms frontiers could only be envisaged after World 

War Two. 

----------~---------------------------------------------------------
13 Keesingls, 1934, 1462 G. 

14 Keesing's, 1935, 1539 G and 1553 I. 

Sohultess 1 vol. 76, 1935, pp. 20, 29, 31-9 and 154. 

15 Keesingts, 193~ 1516 C. 
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1. YEARS OF PERPE~ATED RRANCO ... GERlvlAN 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 e£fects 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 artifioially 

concealed. 

Nevertheless, in the yea:r 1927 especially, it seemed that 

both Franoe 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 a~aw~ng 

near. Franoe in particul&r realised 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 yea:ii.·, 

the idea of oapitalising and thus commeroialising part of Germanyls 

reparation debt, was envisaged by Briand and Stresemann at their 

meeting at Thoir,yQ However, it became clear that in those years, 

only through f~sighted efforts could suoh fta problem as a Franco-
1 German rapprochement be solved by a gradual advanceH • 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 Poincare of 1926/8 was not the same as the earlier 

of 1923. He now l.'ealised that in the long run the Fxench posi"tion 

could not be maintained by force alone. The revision of the Dawes 

Plan sta:rted at Thoir.r, but it was not befo2'e August, 1928 that 

both sides acoapted this as an objective worth working for. It 

oould bB suggested that the actual turning point was the meeting 

between Stresemann and Poi~oar~ in August, 1928. 

The agreements leading to both the Dawes Plan and the 

Young Plan did not canoel. out the German "war guil til clause of 

Article 231 of the Treaty. The Dawes Plan did not even mal~e 

provisions for a revision of the total Allied claim for 132 milliard 

I 
.-----,---------' 

G. Stresemann, His Diari~sf 1et_te~s and Pal?ers, edi te~ and 

translated by E. Sutton, vol. 3, London1 19401 pp. 82-3# 

(Article by Stxesemann dated JanuarJ, 1st 1~27.) 
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goldmarks. Political considerations maintained their preponderanoe 

as illustrated again when the total evacv4tion of bhe Rhineland 

formed the political acoompaniment o£ the Young Plan. Several 

times France tried to use her comparauve finalrwial stres.'12;tb, to 

re-direct German policy. For France, "commercialisationU meant 

the u1 timate achievement of the same ends by different means f and 

she displayed "an almost blind veneration for the Versailles ,statqs 

guo ... 2 Thus commercialisation became, as far as :?ranco-German 

relations were affected~ mora a specific behaviour pattern than a 

change in attitude. However, evertJone had to :play his role within 

the given framework. Even when the Young Plan came into force, 

fixing the total German obligation, without including interest, at 

35 milliard goldmaxks , it was maintained that thisJlnew plann , as 

far as Germany was concerned, did not settle the reparation problem 

ufinally and completelyu.3 Revision was legitimate .from the German 

viewpoint, but for the hench it was an offence against international 

moraJ.ity". 

The main charaoteristic o£ all agreements reached between 

the Dawes Plan of 1924 and the Lausarme Agreement of 1932, was that 

eoonomic considerations came first. 4 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 acoount was opened up at the 

Reichsbank for the Agent Geneml o:t the Reparation fJolWlission. German 

reparation payments were made into this aocount and the Agent under 

the authority of the Tmnsfer Committee, was in gharg.~ of ~a.ns£erring 

---------------------------
2 Bennett. OPe cit., PP. 5-8 and p. 310 

3 c. Bel.~ Ge~1Y &"'ld tlw Young Plan,. Jf .. .!.~ vol .. 8, 1929-30, 

Pl'. 583-97, esp. p. 589. 

4 R.N. Kuczynski, A Year of the Dawes Plan'9 

Pp. 254-63. 
C.J. Friedrich, Reparation Realities 9 F.A. vol. 7, 1928-29, pp. 

118-31. 

S. Morgan, Construotive Functions of the International Bank, FeA. 

vol. 99 1930-31, pp. 580-91. 
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these p~nts to the Allies, only i£ this was not to endanger the 

harmonious working o£ the German econorrw ~ In addi tion1 a. prosperity 

index was employed to calculate the amount to be paid by Ge::L:mal1J'-

each yee:rfl 

During the working o£ the Dawes Plan? the transfer 

protection did not ever have to be put into operation. Nevertheless~ 

the role o£ the Transfer Committee was? economically speakingj a 

very sound blocking mechanism £or the maintenance of' the stability 

o£ the German currency. This blocking mecl~ism would have gained 

crucial importance if' Germro1Yfs capacity to p~ had not become a 

capacit,y to borrow. From 1924-1931, Germa~ borrowed a net £igure 

of' about 21 milliard goldmarks la:rgely on a short-term basis vJi th 

interest rates as high as 8-9 per cent. HO'dever, over that period 

she paid reparation of only 11.2 milliard goldmarks. 5 This was a 

potential SOL~ce o£ considerable disturbance and by 1929 French 

capital was being withdrawn from Germany in response to mounting 

German opposition to the tt59 years of enslavement" imposed by the 

Young Plan. 

The Young Plan came into operation on l~y 17th? 1930. Thus 

all foreign reparation controls as provided for in the Dawes Plan 

were a,bolished.~ On one hand Germany regained her full sovereignty and 

on the other she was entirely l~sponsible for the transfer o£ her 

reparations. One part of the annuity amounting to 612 million 

goldmarks had to be paid unconditionally, and was destined to 

comper:;;.ate £or the war losses of' the Allies. As regards Dandi tions 

of payment, the same applied to the servioe of the 7 per cent German 

Foreign Loan of 1924, whioh had started off the Dawes scheme. 

The renJainillg larger portion of' the armui ty could be pos·tpaned for 

~vo years at the most.6 These rigidities of the Young Plan could 

be ignored as Jong as a bottleneck did not appear in the foreign 

capi tal supply. ThiS, however? happened and the economic crisis 

o£ 1929~ followed by increasingly depressed economic conditions 1 

revealed the ever-present vioious circle o£ inter-Allied indebtedness 

5 Lewis 7 0p. Cit., pp. 40-1. 

6 

Clough and Cole., OPe cit~j p. 750~ 

Appendix A<; IV ~ 

C. Bergmann, Germany and the Young Plan9 ~., vol. 8,1929-30~ p. 592~ 
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and reparations paid out o£ loans - loans vfl1ich themselves were quite 

o.ften not invested in Germany -to increase producti78 capacities. 

Added to the general economic upheaval, F:ranoo-Garman relat:r.ons 

were :further strained over the Austro-German project of' 1931 .for a 

customs uniorJ and it has been estimated that at this t.ime France 

withdrew short-term loans from Germany amounting to about 1.3 milliard 

marks.8 Thus .for the second time within three years antagonism was 

fttrthered by the withdrawal of French capital f'rom Germany. 

The Young Plan did not only mean that reparation payments 

ceased to be tied to a prosperi~J index, but in addition deliveries 

in kind were drastically reduced~ After the war9 France had in 

partioular been interested in deliveries of coal and products of' the 

German chemical industry and she had qui -be often re-exported such 

commodities by applying dun1ping techniques? which led other States 

to introduce anti-dumping measttreo~ Britain especially, was sometimes 
~ 

deeply concerned about such practices. Despi ie these side effects 

which were detrimental to the smooth 1;Jorking of inter.1lational trade, 

what were at first sight ttsoundu provisions laid down under the Young 

Plan, later proved to be far more detrimental than any other p~evioua 

provision. It also became apparent that it WaS of great disadvantage 

-co the German econoUJy that repa:cation had not been made by means of: 

the Allies taking up a share in German industrial enterprise. In 

the GeIman counter-proposals made in Paris in May, 1919, such a 

device had already been off:ered and this would not only have linked 

up the Allied interest in reparation with prompt economic recovery 

in Germany f bu·t wOEld also, during the vlorking o.f the Young Plan9 

have made the French in particular, more conscious of the necessi~J 

for assisting Germany in the struggle to combat the depressed state 

of affairs in her economw. 

The drastic reduction of deliveries in kind had aggravated 

the transfer problem to such a large extent trst Germany would have 

7 O. Hauser, DeI' Plan einer deut8ch-oesterreichischen ZollLUlion 

von 1931 tInd die europaeische Foederation, HZ, vol. 179 9 Jan.-June 

1955, pp. 45-92 9 esp_ PI'. 79-80. 

8 Ht' Hoover, Memoirs, vol. 3sa The G~at Dw,ression 1929-:.;'941, 

New York, 1952, p. 62. 

9 Clough, op. cit., p. 325. 
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had to aohieve an export surplus of at least £150 9000 9 000 by 1929. 

Assuming the means for reparation payments were no·~ available through 

foreign loans, this meant an inorease in exports over impor1B of" 

approximately 25 per oant g which was either simply not attaina'lJle~ 

or as des'cribed by Keynes, it was at best a ".formidable task"., 10 

It would have been ideal if the German facto~ of production conIc 

have bean made to produce nothing but exports and to oonsume nothing 

but imports 9 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 gOOdB as against a more elastio German demand for foreign 

raw materials is remembered. In addition, when assumil1c~ that Germany 

would have been able to surrender an adequate amount of pu.rchasing 

power to ~~ reparations, the effects of this would have had to be 

faced in view of the inelastic market demand and its reperclIDsions on 

the foreign exchange market. 

The oomplex nature of the possible results of transf"er 

payments on both the econo~- of the paying and of" that of" the 

receiving country can be demonstrated by applying certain rigidities 

to a model. Besides the i'ixed-exchange-rate assumptionll the followipg 

simplified model of trade bet'.reen the two countries is held under 

the further assumption of constant prices and constro1t interest rates. 

The assum~tions of unemployment, rigid monetar,y wage structtu~es9 

oompetitive industries and constant returns are sufficient to ensure 

that ohanges 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 oauses of events. 11 

10 J.M. Keynes, Tb~ German Transfer Problem, E8~.~ vol. 39j 1929, 
pp. 1-7, esp. p. 5. 

11 L.A. Metzler, The Transfer P:roblem Reoonsidered, Read..=!:lli:,11..Jd! 

the Theo~_o.:f __ ~nBtrna tioIlaU-..cade 'I 

American Ecgnomic 4s,~~o.Q..iatiQ..!.h. vol. 4, London, 2nd Iml)reBsion~, 

1953, pp. 179-97, esp. 195~ 
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SIDJlW!A.RY OF +IWTSF.illR jLclS,ULTS. 

Inoome affected Income af:fected Income affected 
directly in directly in directly in 
both cOl..mtries paying country receiving 

only country only 
... ~- .... --- ... ------

Both 1. Income 1. Income f"alls 1" 
"r 
J.nCOTIl8 

countries falls in in both rises in 
stable in paying countries both 
isolation o o Ul1. try , countries 

rises in 
receiving 
cotUltJ:i{ 

2. Trade 2. Trade 2. Trade 
balance balance balance 
moves in moves in moves in 
f'avour f'avou.r favou:r 
of paying of paying of paying 
country by country by count:L~ by 
less than less than less than 
amount of amOu.i1. t o:f amount of 
transfer transfer transfer 

Paying 10 Inccme rises 1. Income falls 1. Income rises 
count~ in both in both in coth 
stable in countries countries countries 
isol::-t~on'2. Trade 2. Trade 2. Trade 
rece~vlng balance balance balanoe 
count~ moves in moves against moves in unstable fe,vour of" paying cOl,u1.try favour of" 

paying countr.r paying country 
by more than. by more -than 
amount of a1'10Ull t of" 
transfer transfer 

Paying 1. Income falls 1. Income falls 1. Income rises 
country in both in both in both 
l.m.stable cOLu1tries countries cOlmtries 
in Trade balance 2. Trade balanoe 2. Trade balance . 1 t· 2. lSO a lon, moves in moves in moves e..gains t receiving :favour of' favour of' paying country pav-ing paying cOlmtry stable 

COtUltry by country by 
more than more than 
amount of amount of' 
transf"er trans:fer 

The Bank for International Settlements, which was a f'u:r-ther 

step towards ucommercialisationH of" the reparations, did not justify 

the hopes that had been put into the working of' this I~titution9 

At first it VIas a body created to .f'acili tate the transfer of payments 

under the Young Plan9 iri.thout'} however9 having any far-reaohing powel:s~ 

Its role as trustee and agent of the Central Banks concerned becan~e 
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rather insigni.ficant during -hhe Depression.12 It was s for 

instance? Schaoht's plan to mrute the BwI~S~ an organ for promotir~ 

international trade in generalc:- His main intention was however\! . 
to promote Germa~ls erport trade through eoonomio development in 

overseas 'terri tories<!, This was a fax-sigiJ:red Ertlough appraa.ch5' whioh 

however met with opposition in so far as it Vias considered a disguised 

olaim for the return of the former German colonies. In 1936 9 

Sohacht, when visiting Paris, Was again to develop similar plans. 

At that stage it would have been a miraole i.f France had responded 

to such a move. The claim for colonies had already become strong 

during the Weimar Republio" After Germany's admittance to the 

League of' Nations in 19269 Stresemann in par-ticular became inoreasingly 

involved in this issue. Even Briand conceded Germany the moral 

right to own colonies. Schacht was ver,y active in this matter when 

he represented Germany at the Conference of Experts 9 leading to the 

conclusion of the Young Plan. He connected the discussion of' German 

reparation (lirec Jt,;ly with this issue. For him, the ceding of colonies 

meant that GexmanY wov~d have access to colonial raw materials. 

He put forward the idea of chartered companies to oper£1.:te purely in 

the eoonomic sphere? leavil~ aside the question of sovereignt.y~ 

He was unsuccessful, but nevertheless this might have o:f:fered the 

basis for a future Franco-German rapprocb§]~nt.13 

Quite soon it became apparent that in any case reparations 

as such did not offer ~ far-reaching scope for future developments 

towards economio co-operation. The Hoover moratorium was in direct 

response to the depressed economic conditions of the cou.ntries 

concerned. Finally it was the Lausanne Agreement of July 9th, 

1932 that became a tfpiece of healthy destructionu •
14 It was 

12 R .. Auboin, ~an.k :for ~nte:rnational Sett=L~.ments J..9.30~125.2, 

Princeton? 1955. 

13 TflW. Lamont, The Final Reparations Settlement, F.At', yol~ 8, 

1929-309 pp. 354-5. 
SChaCht1 op. cit. 9 pp. 378-84. 

W. W. Schmokel, Dream _ of' . E]ll12ire1.. _German Colonia1is.m 191.2.:::1..2.4.29 

London j 19649 ch. 39 pp~ 76-136 9 esp. pp. 81-7~ 

14 TN. Ashworth9 1: __ Short His -tory of the III terna t~onel .l!J9QnQ!w" .J§.5.Q~ 
195Q1 London-New York-Toronto, 19529 p. 212. 
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never ratified 9 but in fact marked tithe ending of' the long tragi-
15 comedy of :reparations~u This ending was not unreservedly 

applauded by either side o The French viewed with dissatisfaotion 

the fading away of their hopes for being adequatley compensated for 

their wa:.r!ef.fort. The Germans £el t li t-tle gratitude fo~(' a denouemen-c 

which they regard.ed as having been long overdue". Th:;~G while a 

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

two nations together. However, as we have seen, this stumbling 

block had lost much of its significance by the roid-1920ts and thare 

were other spheres of contact and confrontation which li~-ere 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 arriere-pensee throughout these years. 

15 lVI. Baumont, La Failli~e deJ~ }~~.~k19J.8-l2.2.2.9 Paris, 4th edition, 

19609 quoted from 2nd edition, 1946, p. 401. 
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2. FRENCH ~~R1l[J.AN P.ARTICIPATION IN 5UffiTEL PAC_~§.. 

Despi te the perpetua·bed Franoo .... German antagonism~ 

especially as far as the delicate question of a final settlement 

of the reparations problem was concerned~ one sphere whicll showed 

signs of a mutual understanding was that o£ oart01s~ UO~Jon interest 

led Frenuh and Gern~ industrialists to co-operate and parti~ipate 

in bilateral and multilateral cartel pacts. 

Cartelisation in the international sphere as it exis"ted 

before the war was largely affected by the events of the years 

following 1914. The International Railmalters t Association (I.R.la.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 car~els~ both French and German businesses 

worked hand in hand, together wi t'i_'. economic enterprises of other 

States, in order to divide the markets on a territorial basis 9 or~to 

f "· d t' t 1. :LX pnces or p:t'o uc lon quo as. 

Germany enjoyed up to the end of the war the t1natural 

monopoly.1t as far as potash mining was concerned" ~'here were two 

distinct districts of po"cash deposi is, those situated in Middle 

Germany and those in the southern part of Alsace S' the la tter gaining 

importance only in the beginning of t~1is centu~y. The Ge:r.'man 

Potash Cartel (Kalisyndikat) of' 1881 was the world's first world 

monopoly in the mining of a raw material and in 1910 the Germa~ 

Government introduoed the Potash Law, thus .forming in industry the 

first compulsor.Y cartel (Zwangssyndikat), in order to ensure an 

effective exploitation of foreign markets and in partioular that 

of the United States. 

After the war, Alsace-Lorraine was handed over to France 

and Germany lost her potash monopo~o In the first years after the 

War France took the lead in competing very aggxessively on the world. 

marketg wi th t~e wholesale monopolist organisation of Germ.qn poiib.sh 

mines. The whole French produotion was controlled by the Socijte 

~ommerciale des ~otasses dfAls~~, which was heavily subsidised by 

the French State. Tr~s competition proved to be detrimental £or 

both sides, especially £or the Gerwan, where the syndioate ooulc 

---------~----~.~~-~. ~-

1 Levy, op. oit. 9 ch. 7, pp. 86-107. 
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not rely on a State subsidy. Finally 1 an agreement was :reaohed. 

between French and German representatives in Lugano on April lOthS! 

1926, whioh led to a Convention in Paris on Deoember 29th~ 1926~2 
A division of markets~ price control and the reservation of hOlle 

lIla.:rkets were a.g:ceed u.pon" The German market sha.re was J"ixed at 70 

per cent and the French at 30 per cent. There was no procLuction 

control, but the marketing arrangements went into great detail. 

France suoceeded in securing for herself a much bigger share than 

she would have been entitled to in view of her actual reSOL~ces. 

This convention was concluded after years of serrd-officia1 

negotiations between industrialists on both sides y But even in the 

business sphere, were emotions were not such an important- factor, 

success was final~ secured only after the political situation had 

improved. 3 

Thus a commurli~ of interest brot~ht the two parties 

concerned togethe1.· in the mutual pursuit of JJrestoxationtJ of the 

pre-war monopolistio state of af'f'airs in -the potash industry. It 

shotud be emphasised again that the French and German potash 

producers had already made a move in this direction " •••• at a time 

2 Ibid., pp. 34 .... 8 and p_ 103. 

It is inierosiip..g to note here that a provisional agreernc11t had. 

already been signed in August, 1924y bet1:1feen the tvlTO g'""£OUPS9 applying~ 

howevex9 only to sales in the United States. It dividee the 

American market on the basis of 68.8 per cent, for GermaJ~ and 

31.2 per cent :for France. However, this caused dissatisfaction 

on the part of the German producers~ since D1 fact the French share 

was considerably in excess of ]xench potash exports to America in 

1923. 

J. Klein~ International Cartels, Fq,A. vol. 6, 1927-28, p. 452. 
L. Domeratzl~, Cartels and Business Crisis, F.A., vol. 10, 1931-32~ 

PP41 47-8. 

3 .§.9hul tes,s r lJ vol. 67, 1926, p. 299" 

Ii\) Rosterg, .D~€c: c1e.:u,t~Yl1.""'J;c .. a11.Z..oesiscJ!fLJ~rag', DiBS.~~ 1928t< 

pp. 14 ff. 
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••• Q when i t WaS not safe :for a Frenchman and German to COTIle lin thin 

striking distance of each other.n4 

Thus the diorupted German monopoly was replaced by' a 

mutual ag~eeIDent9 estab~ishing a new, largely untouchcd~ monopo11stic 

posi tion for the Franoo-German potash indus try ~ I:!. both States 

this indust~J consisted only of a few firms and the State participated 

either in ownership or in oontrol of the operation of the mines(!1 

The former was the case in France, the la tter in Germany l) This 

helped to maintain a high degree of centralisation and conformity 

but on the other hand l1D,-bional poli-t~~cs could only ~ri th c1ifficulty be 

ignored. 5 

It has been maintained that the discove~J and development, 

of potasL deposits in other cOLu1tries largely destroyed this Franco­

German monoPoly~6 This is true to a certain extentQ The potash 

industry in the United States and to a lesser extent in Poland, 

expanded rapidly - a develo9ment espeCially noticeable in the 1930Qs~ 

at a time when Russia started producing potash in large qLtantities as 

well. 

Nevertheless, the combined output of Frffilce and Germany still 

amotUlted to more than four-fifths of the world's total at the end 

of the interwar period. On the o-ther hand, the application of 

substitutes for potash in agricu1tt~e such as nitrogen affeoted the 

demand on the world market and oonsequently the monopoly pricing. 

Over-production of nitrogen is a problem of its own. It was only 

in :mid- 1932 that the main European producers and Chile reached a 

4 Domeratz17, Oplj> oft", ~ p:p~ 39~40 .. 

5 It is interesting to note, however, that the German potash indust2"1J 

was not always very prosperous, mainly as a result of over­

production and also too :many producers9 thus leading to drastic 

reduction in the dividends of' the great conce:5W~. On tIle; o the.;.;:.' . 

hand, the high degree of concentration can be illustrated whe:1. 

keeping in mind that the :!i.in tersh'::!'l1 GrouJ2 in that indus trsr had 

a quota allocated of over 40 per cent~ 

Levy, OPe cit. pp. 36-71> 

6 Stapler, op. cit. 9 p. 350 
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marketing agreement based on world demand.1 The development o~ 
;> 

potash produotion is illustrated in the following ·tables~~ 

Ta"91e IQ 

'Potash :production (million tons) 

1922 1925 1929 1932 1937 

Germany 1.30 1.58 1.79 0.87 1.97 

France O~23 0.34 0.53 0,,31 Oe50 

Franco-German 
Total 1e53 1~92 2.32 1 ... 18 2.47 

----
U.S.A. 0.01 0.02 0.06 0.06 O;jl26 

0.01 0.24 

Poland 0806 0,,06 0.10 

»--
World Total 2.47 1.37 3.10 

---------,----------------
This UPotash EntenteU has been discussed in some detail, 

since it was perp~ps the most important £ield at the time where there 

was scope ~or the development of a Franco-German oompanionship-in­

arms on the world market. 

Economic co-operation also developed through cartelisation 

in other fields. ~he International Steel Cartel between the iron 

and steel-producing companies of Germru~, the Saar Territor.y, France, 

Belgium and Luxemburg which came into operation on Octobe.r 1st, 1926, 

7 Levy? op~ cit.~ P:9. 103-4 

8 Statisgga1 YearbQ.91~:- of" thL~eagl).::.~ .. ...9..f" J.l.Tations j 1931/321 Table 96}' 

and 1938/399 Table 103. 
The follo1ving table indicates the development of the worldfs 

nitr.ogen production end constmption. (nrlllion tons) 

Production 
Consumption 

1925/2Q. 

2~20 

1.95 

123~jj2. 

1&:168 
1.75 

Statistical Jearbook or th~.LeaKue of" Nat~or£, 1938/399 Table l04~ 

League of J.I.~ions9 World Production and Prices~ 1925-19349 P4 91c 
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was to be prominent~ This ag£eement differed i~ many respects 

from similar international agreements that had been concluded before 

the war" I t deal t only with the exports of its members ar,d b~T this 

aimed at controlling production indirectly by in-traducing a $;y~s;.&m 

of penalties for over-production and compensations for under­

productiollf11 }:IIo provision was made for the control of prices nor 

for the apportionment of markets among the different memberB~ In 
a separate agreement, however, it was agreed to fix the amount of 

iron and steel to be exported to Germany from Lorraine, Luxembttrg and 

the Saar? in order to provide a stable outlet in Germany for the 
a 

producers concerned. This was the Lo~aineQuota Agreement. J 

The main problem arose out of the :fact that France~ after 

having restored her devastated regions, was in possession of' a steel­

making capacit.y con~iderably in excess of her pre-war level without 

being able to mclke full usa of i t!J Howeve:r~ Germany also experienced 

the problem of being faced with surplus capaci t-J 'i despi te -th~ fact 

that in 1925 her productive capacity was still vn<Ier her pre-war 
10 level,. 

France 

Germa.ny 

OU-Gputo;i Ra\~ Steel. 

(millie!! tons) 

]?roduc tio11 12.?2 
ingot 

1913 1925 capacity 

4.6 9.0 11.7 

17'16 12.5 17.0 

1225 
surplus 
oapacity 

These productive capacities greatly exceeded neffectivei~ 

demand! yet in 1924, liJ'hen the first steps were taken towards the 

establishment of an international ~teel cartel j world steel 

production 1)arely exceeded the pre-war level, while world capaei t-y 

fo-:e producing iron and steel had come to be about 40 per cent hig:ner 

than before the war*, It is interesting to note that th:3 negoi-lations 

9 Survey, 1928~ The International Steel Cartel, pp. l33-43~ 

lOw~S", Tower, T'.o.e New Steel Cartel!, F.A., vol. 59 1926 .... 27 '] pp~ 249 ..... 66~ 
e8p~ 254-7. 
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for the International Steel Cartel and those for a Franco=Ge~nEn 

co:rn:mercial agreement took place over almost the saille per:i_od:; wi tIl 

each series of negotiations influencing the other 0 The F:;-"ench 

desire was to export to Germany as large a tonnage as possible 

of iron and steel and it was for instance the German 80nsuming 

industries' association (AGV.I.), which successfully opposed the 

proposalH put forward by industrialists in German heavy i:i.1dustry 

for a prohibitive tariff upon French iron and steel imports. 

Eventually the Commercial Treat.y of 1927, which will be 

discussed in part 3 of this chapter9 provided for 3~75 per cent of 
11 the German consrunption of rolled products to come from Francg e 

The reperoLlSsions of the war can again be seen in the 

cr~ed share of both countries in the world export markets for iron 

and steel products9 showing how clependBnt France bec?-me on new outlets 

for her products~ wILLIe Germany h~a great need or re-adjustment and 

re-orientation in her relations with her trad.ing partnersI)12 

Exports ot Iron ana Steel Products~ 

(million tons) 

1.913 1912 
France 0.4 4.4 
Germany 6.4 3.0 
World Total 15~7 15.8 

We are not here concerned with details regarding the 

working o£ the International Steel Cartel o However, it' should be 

mentioned that there were many drewbacks 9 particularly due to the 

fact that the a.g;reement failed to cover three important points; 

actual quotas, division or markets and price policy. The rules and 

formalities of the Steel Cartel were :frequently changed7 followed 

by a re-organisation in 1930. lievertheless, the rather compliua-ced 

structure of the Ca..1."tel was designed to reconcile the '·.ra-rious 

conflicting interests. A:fter the stabilisation o£ the marky the 

---------------------------- -

11 Surv-eY<t9 19281 op. cit~'J pp~ 139-40 
12 

Towera' op .. cit",} Pi! 257. 
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German steel producers were at a considerable dis8nvm1t~0G in their 

export trade. .Among the German delegates it was L'xi tz J!~lyssen in 

particular who can be oredi ted \d th having l)l~ed the most 

prominent part in the negotiations preceding the Carte10 His 

influenoe' in the settlement of boJlih economio and poli tic?-l problerrt3 

outstanding between the two countries can hardly be oV8r-estimated~ 

His responsibilit.y for later making Hitler acceptable to the 

Establishment ox usalol1faehigti 9 emph2,sizes 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 detente and al:~proch~~ 

between Franoe and Germany are concerned, remain unilispu-l::;ed., It 

is an irony of" history! to remember further ttJRt in World War Two 

it was Fritz Thyssen who met Leon Blum and Hjalmar Schach-t in the 

same ooncentration camp.13 

Among other developments in the realm of international 

oartelsf one should mention the creation of the European Aluminium 

Cartel o£ 1926, an undertaking where both French and German interests 

weighed heavily, and which favoured.further contacts between 

industrialists of the ~30 countries. Particular reference should 

be made here to the Vereilligte AluminiU!I'N1erke A.G. on the German 

side <) and L 1 ALuminium Jh:ancaiS on the Frencho 14 

Af'ter the UPotash Ententen was ooncluded a second 

bilateral cartel be~veen France and Germany, namely the Franoo-

German ~estuffs Cartel of 1927 was formed. It involved a division 

of marke-ts, the establishment oferport quotas, and an agreement 

upon price policies. Furthermore France, having the less developed 

dye-stuffs indust~J, agreed to refrain £rom manufacturing certain 

grades which were to be supplied by Germany9 while the partial 

exchange of" patent rights and technieal aid improved compe.titive 

abi1i ty largely in favour of" France. Generally. spea.1ting, the join-G 

arrangements reduced overhead costs by about one_third~15 

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

interdependence could be seen par-ticularly in the distritution 

----------------------~--~-

13SchaOht, op. cit., pp" 439-40.(i.e. Concentration Camp I>achau.) 

14Niebuhr, op. cit., pp. 153 f£. 

15Klein9 op~ cit., pp. 453-4. 



seotor of" the two countries# It is di.f.fioul-t to judge how far 

this was done ptU'ely through tile economic egoism of the :ceBpective 

enterprises and how much it was due to :far-sighted concepts o:f 

future co-operation in the economic f'ield~ In .fact, both motions 

added to 'the complexity of the Franco-German rele"tionship at thai; 

time. 

Last but not least, should be mentioned the Tin Plate 

Agreement1' concluded between Great Bxitain, the United states, France 

and Germany" i.Yl July, 19340 This illustrates the ubusiness as usual" 

attitude that la~ge~ prevailed q whe~e the development o.f 

international co .... operation in the economic sphere Vias not nece~sarily 

influenced by cu:crent political events.16 In other words, .00-

opera-bion wi thin, cartels was not direotly a.f£ected by the increasing 

degr~e of hanco-German antagonism whioh .flared up 1:vi th the Nazi 

take-over in GermaYl.y f just as the drive 'l:iowards cartelisation in the 

1920's generally disregarded stumbling blocks which were overcome 

vii th more dif'ficul ty in -the sIlhere of trade relations for instance, 

as with the Commeroial Trea-bJ of' 1927 .. 
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30 cOt~.[ERC IAL POJJlclliS_.AND TIII:il MO~§J.Q]Y!Et.DS .g.~VJ1Q 

MPPROCmllJ~m1~ 0 

Co-operation w::Jiliin oartel paots was :reflected III the 

wider field of commexoial :rela-Gions generB.lly <J albo:i.ii to a. les8 ar 

extent $ Thes e two sphe:res of' contact and wo:rking toge-tlle": -bherns elves 

inf'luenoed each other at times, as in the fonnation of the Inte.r­

national Steel Cartel already disoussed$ In each case tb-is 

interaction was the result of efforts to overcome finaI~ the 

legacies of' Wal: an.d the subsequent Peace Se-ttlement " 

Unlike the indi:rect involvement of gove:rnlne!.Lt; oircles in 

moves towards oartelisation, where prima.:rily repres8.n.ta-cives of a 

specifio industry were involved, oommercial negotiations brought 

the two natio:..1.& faoe to face on a governmental level'9 Here the 

whole speotrum of antago:nising fo:\:'ces had to be taken into aOC01,;Ult, 

. and politioal considerations quite often weI'e predominan-t; although 

sometimes the resulting bottlenecks werB ove~"Come by s3mi-official 

o:r p:rivate contacts. Nevertheless, the establishment of harmoniotw 

commeroial relations was in the long-term interests of both nations~ 

On January 10th1 1925, five years after the coming into 

.force of the Peace Treaty, GeJ:-many regained her freedom in 

commerci~ policies. She was released from unilaterally grantir~ 

most-favoured-nation treatment to France and the other AlliesG 

Thtm where there were no new agreements reached 1 Gexmany imposed 

the highest import duties of" her oustoms tariff,. as in the case of 

Franaae 

Stimulated by this tL~atisfactor.y situation~ Franoo-Gexma~ 

commeroi~l negotiations began on October lst, 19249 and bJ the end 

of the yea:r:, both sides had beoome increasingly involved. France 

had made the pre1imina...-ry moves towards negotiation, fo:r in 1924, 

Ger.man,y was eoonomically speaking, still large~ isolated ap~ 

F:raa.'lce saw an opportunity to secure for herself, out of her 

comparatively strong posi "bion, as many as possible of the preferences 

she had enjoyed up until 1925. On the other hand, Frel.t.ch fo:ceign 

trade depended to a greater extent on Germany than vice versa; thus 

it was realised in France that tactically speaking, the German 

~epresentatives at these negotiations could if necessar,y, take a 
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f"iJ:.rm stando The negotiations continued over a :period of nearly 

three years. The new and rather specific relation be-i;w"een official 

and private contaots became here one of the main featrrres. Both 

sides stressed their willil'!gIleSS to co-operate cordially, and to 

ignore as far as possible f any bit-berness wh.ioh he.=f :eesulted iTt 

partioular from the Ruhr oonflict. In most of the Fre:'{! .. cl~ press 1 

Poincare t 8 Rl1hr adventu:J:<e was eVGn t?vttu.cJ.ce-d as having i21:ped cd a:::-J 

earlier appxoach towards a settlement of Franco-Ge~an commexcial 

relatiollS o It was only the press on the extreme right yd.l1g which 

explicitly attacked Harriot for having given up the productive 

seouri ties (gages produotifs) of the Ruhr umuch too aaxlyll, thus 

depriving France of: her Hs"brongfJ bargaining positio)1.j 1 

The following example should illustrate how politics 

affected the commercial sphere" The fo:r.mer Gel.m&l General Nathusius 

was imprisoned du:rir~ a -;risit to F!:'"z:.mce in 1924,1 jUi:;t a-I:; the t:i.me~ 

when Franco-Ge:.cruan commeroial nego-'Giations wexe under way and when 

a general election oampaign was being hdld in Gexm~. This Gene~al 

was not on the list o£ uWar Criminals 11 'J brrt had been prosecuted in 

his absence by a F:r-enoh ]JIili t~ CO"Llr"h in accordance -ViTi th Article 

229 of the Peace Treat Yo Originally he had been condemned to 

five years imp:-ci8onrnent for alleged thefts of Ji~""ivate property when 

sta"bioned in Lille du:ring the First World War,\) 

-this time with the GeneJ?al present, he was sentenced to one year~s 

imprisonment and this clespite the fact that the prosecution had. 

Iailed to make its oase$ being "Ltruable to find adequate proo£ of 

suoh theftso2 This aroused a stor.m of indignation in Ge~~ and 

might have had .far-reaohing consequences if the General, being 

already in his seventieth year, had no"& 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 "bo mo-ves 

towaxds a Fra.:noo-Gennan detentelt 

Never-bheless the negotiations had been o:pened by Edou~d 

He:r:ciot, head of the French Government, in a spirit of JJwY~iting a 
_______ , ____________________________ -..."._--1 

1 Hoegel, op~ cit., pp. 95-7. 
2 
Surve~, 1924, pp. 401-3. 
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new chapter of pew.-'}e t1 
41 3 Both sides were not onI" anxio1."J..S to 

facilitate trade between the tw.J oountries, but also to consolidate 

the unse'fj-bled state of' af.fairs in gene.rals Thus theSe negotiatiol1E 

tended to embrace eOOnOill.l_C as well as political problems. IImrevcu:, 

it was oommonly agreed that co:r::rect _ eoonorrdc relat-lons weJ;A the 

basis for any ftU'ther 'LUldel.'standingo Fttrther, i'j; was cLgxeed -bhat 

a revision in the commercial sphere should be based on a mU:;Jual 

xe-adjustment of' the existing taxiff xegimen. 

The main problem here appeared to be tha-l; two diiTerent 

-bariff polioies had to be reconoiled with eaoh othero) One could 

speak of two diametrioally opposed principles ot: law:; on one hand 

the prinoiple of.reciprocity1 on the other that of :most.-favo1xred-

nation trAatment~ In geneX'al1 the most-favou:r:ed.,qJa,-t;ion clause I 

was favoured. by countries W:2.th moderate tarif.f protection, in oux 

case Genna.:ny. The principle of rcoiprocity found its appJ?eoia'ti..on 

in oountries such as Franoe\7 with high tariff proteo'bion", France 

at fixst was only prepared to aocept the most-favou~ec-nation 

treatment .for oertain commodities, in order to protect her home 

industry as fa.:r as possible... Germany on the othe:¥! h&"'1.d g uxged 

her Frenoh partner to aocept Ln general the prinoiple of free 

oompetition in international trade. Ge~an.y would also have had 

to reduce her tariffs, whi~h had largely increased in post-war times, 

but it was muoh easier for her to off'er this f since German industr,y 

was in most oases able to compete f'avolX.t'ably with that of France., 

As far as oertain luxuries and textiles were oonoerned, hov.ever, 

France was not in an tUl.favo1.:U:able posi-cion on the GeX1l1an market. 

Lldustrialisation had been stimulated in post-war France, firstly 

through the war as such!1 seoondly through the recovery boom and 

thirdly through the annexation of' Alsace-Lorraine. The iron and 

s'beel industry developed oomparatively slowly. France could no 

longer at this stage sit back as the wo:rld banker - 2.LQ.qnguieLqy 

~ - and rely on her.agricult"l..ttal and highly specialised tex-l:iile 

and cosmetic industries. The times had gone when one cOl"!.ld say 

that the agricult'LU?al sector wa.s 'the mainstay of the French econon~y 

U Labourage et pp.:ttu:age £:'ont les de1L"C L1c41.D.1selles de la F.ranoeu 
0
4 

3 La Te.mJ!i, October 3rd, 19241 qUC'-bed from Hoegel, OPfi cit., p. 961/' 

4 Quoted from Dittrich, Op'~ cit. 9 p. 20$ 
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Franoe was faced with a dilemma~ On one hands her indus"lay, with. 

certain exceptio11S, was no.1tj fully competi-liive with thaJG of Ge.J:IDa.ny~ 

On the other hand, her home ma:r:ket was not large enough. fox" home 

produced goods, both manU£actured and others" Fu:rther!1 the 

exchange' of raw materials between the Ru11:.r and Lo~~ail'le had tc be 

maintained, while in addition the world marke1i could no-b 2.bso:rb . 

arw more FJ:enoh wine, so creating a crisis in the wine induzt~'Y .. ~ 

the so-called ~oJ&. Ge:t'lllany's wine industry at that 

time also had to struggle along but nevertheless there was still 

some soope for maxketing F:renoh wines in Gemany.. For GS:!:'IIlany, 

the Frenoh mexket l."emained of seconda:t:y importanoe!' The Geman 

attitude was guided in the main by considerations :P8garding the 

re-establishment of pre-wax' conditions, with the rdla.tively free 

play of economio foroes and in aidition, she wanted to pre~ent 

France from economically isolating the Saar from the rest of Ger.many 

mora than absolutely neoessar,y. 

Despite a promising s-tar-h, n<.. agreement was signed before 

January 10th, 1925. After this date, both sides, independently of 

each other, applied their OVID tariffs, but contacts continued. to 

reach some sorl of modus viven4.i. In l/Iarch, 1925, a second phase 

was bagUJ.1 with th€ Saar questionc:eeating serious difficulties If.< 

for taotical reasons the issue had up to this t:ime been ignored. 

By July, the problem was overcome at the conolusion of 

the first of several subsequent Saar Agreements. It was of 

considerable signifioanoe that nanoe also beoame awm:e of her 

resJX>nsibility towards the Saar when accepting the so-oalled 

Saarbe1llerfniP, i .. e. -bhe in-herests as suoh of the Saar industry as 

a basis for an agreement. This was an impoxtant ooncession sinoe 

Alsace-Lorraine had cla:imed that the special trea·bment of the Saax.­

was going to affeot her position seriously as an important trading 

IJa:rtne:r: of both the Saar and the rest of" Germany .. 5 

Seve:cal commercial conferences were held be-t;w'een Ge:rman 

and French representati"ileS and vaa-ious provisional agreemel1:ts were 

reached before a.final treat.y could aotually be conolu~ed. The 

years 1926 and 1927 showed relatively stable economio conditions an.d. 

5 Dittrich, op. cit. j PPo 131 ff •. 
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,the French hostility towards the most-£avoUred-llation treatment 

tended to become less rigid~ Further 9 the fo):ma:iiion of' the Fra'Yleo-. 

Ge:rman Potash Cartel and of the Intexnational Steel Cartel ~ '~7ere in. 

the main achieved through p~cior initiatives by private b1lSin(~8S~ 

creating 'an atmosphere favo1.1.rable to fU-t.-ther economic co-opel:a.tio:tla 

In :partioular the Lor-..caine Quota .Agreement should be mel1tioned here9 

whioh was based on the provisions made th:rough the Steel Cartel and 

which regulated the exohange of steel products between Fra..1'lce, 

Luxembtu.-g and GermaylY ~ 

Thus the general ctevelopmen:-l'i facilita.ted the conclusiun 

of a Commeroial Treaty... But Fxance still f e1 t t:b,,:cB::d:iened by suoh 

an agreement. In a final attempt to :i.mpTove her b2Jrgaining 

posi tion, the French Governm.ent inoreased ta:t'iffs a:f'te:c being 

em:powe:red to do so on July 27th., 1927. This induced her Germa;.a 

:partner to enter in.to a -l;reaty with Franoe the followrag month 0 
6 

On Augu.et 17thg 1927, the Franoo-German Treaty was Signed 

in Pa.:ris by Briand, the French Foreign Minister, a'Yld von Hoesoh!) 

the GeJ:'ll1aJ.'l .Ambassador to Franoe. It -li1JaB based on the principle 

of bilateral and vncondition~l most-favoured-nation treatment and 

marked the end of one-sided a.11.d discriminatoxY practices!) 7 Further­

more1 it had reperctwsions on the French tariff policy towards other 

states end about half of the ra-hes of the French tariff were actu8,lly 

oonsolidated .... 8 

------------------------------------------------------~.----------------
6 C.Jo Gigl1.ou:x:, Lt,EJ:l,o.ngmie Fra;p.gaise ent~es Det1?C_ Guerr~, Paris, 

1942, Pl? 176 ff. See also Clough op. oit. 9 pp. 320-40 

7 ~ohultess2, vo1~ 68 2 19279 PP. 300-10 . . . 

8 Haight, op~ cit., p~ 136~ It should be mentioned, however? that 

it is rather misleading to speak of this Txeaty as a final 

m .... ..cangement, as fa:e as technical matters are oonce:cned. It was 

still neoessary to convene supplementaijT meetings between -the 

representatives invo];-\Ted~ These were held in Berlin in April ~ 

1928, and in Pa~is in June, 1928~ This however, did not affect 

the actual substanoe of the Treaty. On the other hand, the 

sigr~ng of. the subsequent protocols on June 20th, 1928~ b~o~~ht­

the hanco-Gexman oommeroial negotiations to thei~ final ending,.,. 

Dittrich, op. cit., pp. 52 ff. 
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ThuS the pr~war principle of general and unoonditional 

most-favoured-nation trea-bme-flt had been restored.Jj Fra11.oe ha.d 'lio 

consolidate the duties of' the general tarif.f and after Ap:r;il.J 1928:i 

Fr&~co-Gex.man trade fina2ly enjoyed oonditions of the ~re~w~ kind~ 

The Treaty has been compared with the epooh-mald1"..g:~'\:ngl.o ..... FrenQL 

Treaty of 1860. In both cases it was a bilateral 3gre8msnt and 

became a model fox similar agreements with other s-hates<I Unlilce 

the ta'Yl-year treaty of 1860, i-1:; was only a short-te:rm arrangemellt~ 

and eould be withdra1Tll with effect fJ.'1Qm March 31s~l:;!1 1929~ Never­

theless the fust steps had been taken towards a pe:r:manent policy~ 

A Franco"",Ge:r.man detente had been achieved in the €con()rn~c field j 

which contempora..ries did no-1:; hesitate to describe a.s an "economio 

Loca:rnott and as the 11 greatest single contribution -to libexal t:rading 

polioies" of the interwar period~9 

Howevertr this Heconomic Iocar.no li d.id not lead to a:r.ry 

lasting consolidation in the eoonomio fielCl. dI Ben€ath the apparen:b 

reconciliation and. achievement of stabl..) conditions'] economio affairs 

:remained in reality preoariouH under the potential threat of renewed 

disruption., Admittedly, stabilisation had been accomplished in the 

tilo oountries, especially in the monetary field~ It is open to 

question whether the stabilisation in domestic affairs and the 

settlements in foreign trade relations provided the necessar~ pre~> 

requisites for any lasting ordel:. In addition, the p:roblems in 

connection with inter-Allied indebtedness and reparations made both 

ElX'Cope and Northern .America highly interdependent as far as the 

ma:tntenance of economic stability was concexned. .Asstuning 

stabilisation in both France and Ge:rma:ny oould be suocessfully 

implemented, there would still remain the potential danger of 

disruptive events in other oountries, especially the United States, 

which wOl.:t1d have their direct bearing upon the eoonomio well ... being 

of the world as a uhole. 

Fxance-and Ger.many were to enjoy stable conditions for 

o~ a few years. Moneta~ stabilisation in Germany had preceded 

that of France by about tlu-ee years~ Eoweve1."f Ge:rmany did not in 

ao~bu.al fact recover economically until mid ... 1926. The us·t;abilisa·tion 

----------,------------
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orisisU lasted in Gemal\V from mid-1925 to mid-1926 and wa.s 

followed by comparative prosperity until the ani of 1928~ TheBe 

yeaxs were a period of consolidation and xationalisatio:n9 of 

reorganisation in short~ and especially of conoentxa"1iion OfeOO£.l.0mic 

foroes.IO 

On the other hand, after a short recession in 15219 due 

to the :post-war sl'Ulllp, French production increased at a relatively 

high rate thro1.1ghout the 1920's. The inflationar,y tendencies, 

accompanied by large budget defio"its, oan be also attributed to 

the :post-war Ifreoonstruciion boomtl
, but were under control by -the 

end of 1926. Nevertheless, a comparison of French. wholesale price 

indices for different yeaxs (1914=lOO) shows that the lIndxacle" of 

stabilisation as l.Ulde:rtaken by Poincaxe had only to a ce:ctain 

extent ~ lastil1g effects. It is true that this index declined 

from 854 :in 1926 to 591 in 1930, bEt it still remain 3d $,bo"7e 

that of 1925, however, which amo1.mted to 550.11 
0".11 th~-:; other hand, 

the fact that the franc remaine!l slightly undervalued s·timulated 

French ex:POrt trade. Up to 1932, the balanoe of :p~ents su.1:J;>lus 

brought gold into ~rance. Whilst Gexman,y before the staoilisation 

o£ the mark in 1923 had suooessfully competed with Frenoh p::-oducts 

on the world market and whilst for instance, the Fxenoh textile 

industry t largely increa.sed in her capacities due to the an118xation 

of Alsaoe-I.orxainet had lost one.customer after the other~ things 

were reversed in the late 1920.s. Further, mainly due to the 

axti.ficially maintained exohange rate of the franc, French p:roduoers 

could now fairly easil;y sUJ:.mount the Gexman customs walls and 

secure for themselves a strong :position on the Ge:r.man ma:t:'k:et. 

Despite the fact that the preferential treatment of the 

Allies provided for in the Peace Treaty ended ~""l Januaxy-, 1925, 

10' j. Menken, .The German Eoonomy &nd Re~a.rations, SurveZ9 1930, 

I>P4J 528-51" 
Lewis, op. cit., pp. 40-1. 

1.1 For f'tl.rther details .Jae F. F:r!anqois-Marsal, French Fina.noe and 

the Franc, F .A., vol. 5, 1926- 27, Pl'. 189-204. 
J .A.M. de Sanch~z, . Stabilising the F:rano, F .A., vol. 7 f 
1928-29, pp. 64-71~ 
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French exports into Gexwany had continued to rise during '3hat yeexiJ. 

After a drop :in 1926 s her ex:porls into Germany reaohed their 

maximum for the whole intexwar period in 1927:) They PlTlou.nied. to 

6.6 mill:1.ard franos (Ie 0 '1l:i.llia:rd marks) and represen'ced. 12 Fe!" 

oent of total French, exporis1: which again relatively- speaking, '~'ijas 

the highest percentage obtained in that period", en the o·t::her band~ 

they represented 7 per oent of total Gexman imlJOrts 1 thus beirlg 

fairly well above the average percentage of 5.1 fo);' the interwar 

periodCl 

GeDman exports into Franoe took longer to reach -Gheir 

peak. They only attained thei:r: me.x:imum-for the whole period in 

1930, amount::il1.g to l~ 3 milliard marks (7,,9 milliard francs), which 

representAd 11 per cent of 'botal German exports ~ 821d 15 per cent of 

total French imports. 

for the intexwar years. 

Both peroentages were again record figuxes 

The las"J is a good eJeample of the way in which the 

Depression in Gexmany tended to contract im:ports ElL"'ld to stimulate 
12 exports, thus ex-eating a favourable bala:n.oe of trade ... 

The oontinuing prosperous economio situation in F:t'ance in 

1929· ... 30 had favourable l."epercussions on German busii.leS8~ Foreign 

demand "bo a certain extent compensated some industries for ~bhe 

contraction of demand in the home ma:r."ket~ But in 1931 ~Ghe 

Depression also r~ached Franoe~ Franco-Ger.man trade slowed down 

:I'.'apidly from 1932-36, and even after "!ilie de1ta,luation of -the franc it 

only slightly recovered. 

This can be attributed to vaxious causes. The time lag 

in the ending of deflationary policies in ~hhe two countries was, 

however$' only one ca"use out of many. Another is that differen-b 

commeroial polioies were applied in the 1930's, due to the oompletely 

different political systems, although a parallel can be t~aced between 

French proteotionism and -hhe German polioy of autarky'~ In any Ch3e~ 

)2 Here we are no~b conoerned with the foreign txade policy of the 

B:ruening Government", The reoo~d German export surplv.s of 

2~9 milliard marks in 1931 is disoussed by W~ Roepke, Cri?~ .. 

and eyelesS' London-Edinbuxgh ... Glasgow, 1936, p. 29¢ 
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the main underlyi!l..g Ce"use migh"h be att:cibuted to the dll"£eJ.--e'l1t 

eoonomio men"tali"l:iies and the speoific struoture of ea.ch economy. 

'When comparing Franoe not only with Ge:rmany-9 but also wi-bh other 

equally advanoed indtwtrial oountries 9 it oan be said that the 

Frenoh economy had adv8-l1-:3ed,. b1.l.'b was still baokward. In this 

sense 9 she was a late=eomer and economically speaking, Franoe thus 

had to faoe up to those f'l.tt"thez- problems ;Jonfronti.ng a !.ate-oomer 

on the scene of the world-wide Depression. 

During the second half of the 1920lS9 the danger of a 

depression was not taken very seriously. But when 1930 ushe:ced in 

a nAW decade, the world looked back vli-th wistful eyes over a period 

which had turned out to be one ~f deception or as both Frenohmen 

and Germans were to tam it, JJles armees d!illv.sionu •
13 

Thus the JJ(ireat Depressionu became an acknowledged i'act 

and a revised Franco-Cexman trade agreement was aeen to be nece~sar.r. 

A supplementa~J agreement to thcd; of 1921 was reaohed on Decembex 

28th, 1932. The ~U1conditional most-favouxed-nation treatment 

xemained intact in 1et-ter but not in spirit. Duties were 

deconsolidated and -the granting of the most-favoured-nation 

treatment was Ij~ited to a restrioted range of commodities.14 

This beoame ·the starting :point for the introduction of 

restrictive devices)' s'Lloh as quotas and oleaJ:6ing agreements. In 

factg many of the developments in the 19301 s were in funclamental. 

contradiction to the p~:L.J.ciple of mos'b-favoured-nation treatment. 

Despite this, -l:;he most-i'avoured .... nation clause remained officially 

in force mainly due to political and taotical considerations.15 

13 A. Fra!l9ois-Poncet, J2§.~Jl~~JLli,)~.oJ~J3.9..am., 1912-1945, Paris 

1948, pp. 138 ff. 

14 SQ~ul~~!? vol. 6711926, p. 133. 

G. von Haberler, ~1'l.~..!~1eor:v of_~te~·tional Trade, Lonclon­

Edinbl'lrgh-Glasgow, 1937 ~ pp. 362-71 end 377-83. 

15 ~~9 vol. 7, 1961, pp. 285-8. 

SoH. Bailey, Reciprocity and the ~ost-Favourec1-Uatiol1 Cla1..1Seq 

Eoonomica, vol. 13, 1933, pp. 428-56. 
R.C. Snyder, The ]IIos·t:; ... Favovred-}Tatiolt Clause and Recent Trade 

Practices, r~~1.~.9..9 vol. 55, 1940~ pp. 77-97. 
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:Both sides were awa.:r:'e of the dangers of an open confliot 

situation in the commeroial field as it had existed at many times 

before the re-introduction of the prinoiple of bilateral and 

unoonditional most-favoureo.-nation treatment in the "economic 

Locarno" ,of 1927. Th~ remaining a.ntagon~,sm had lost some o£ its 

strength. The Uquota-quarrelU of the 1930l s was still to be 

experienced in full. 

to theear~ 1920's. 

Nevertheless, !toald-warn oond.itions belOJ'lged 

Pragmatic attitudes tended to prevail, and 

the :r:e-esta.bliBhment of "nomalu trade relations was aimed at when 

in 1937. a new commercial agreamen~ was concluded between France 

and Gemar.w aboliShing the :previous olearing system.::. 
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4. THE:BRIAlID PLAN AND THE ABORTIVE AUSTRO-GERMAN CmTOMS UNION. 

Both oartelisation and commercial relations had oreated 

a Franoo-Gexman d~tente in the late 1920's despite a moderate degree 

of antagonism which still remained as exemplified in the oontinuing 

of the reparations question up until 1932. 

However, notwithstanding this easing of tension, there 

was no oomprehensive settlement and no far-reaching eoonomio co­

operation. It was generally realised that the increased balkanisation 

of Europa after the WaJ!' due to raised tarif"f's and l103W frontiers, could 

be overcome in two ways j either by the gradual dimir:i.1tion of tariff 

barriers and the establishment ·of some kind of European eoonomio 

oommuni ty f or by the division of Europe into economio bloos, which 

need not neoessaril3 have led to a p-e;r.wmen1;ly divided Europe but 

whioh m.ight have been a preliminary stage to further unity. 

The Briand Plan was ~ example of the first alternative, 

while the project for an Austro-Geman customs union fell in with 

the seoond alternative. Although the neoessit,y for unification 

was realised neither move was to be successful. 

The Yo'Ullg Plan was ooncluded at the Hague on August 21st, 

1929, and France agreed to have her troo].Js evacuated from ollie 

Rhineland by June 30th, 1930. Thus the main obstaoles which had 

stood between a lasting F~anoo-GeDman understanding had been removed. l 

In accordance with this new state of affairs, Briand's 

plan for the oreation of a closer union of the European States was 

quite logical, as put fOl.'Ward by him on September 5th, 1929 in the 

tenth session of the Assemb~ of the League of Nations. He urged 

his audienoe to consider the state of Europe, still haunted by the 

war, and he suggested the £oxmation of a Un1pn Etp;oOOenne where 

1 p. Renouvin, ed. Histoire des :ftelations Internationa1es, vol. 7, 
Les Crises du xxe Bienle. 1914-1929, Paris, 1957 PP. 259 ff. 
P. Renouvin and J.:B. Du:roaelle, Introdugtion a. ItHistoire des 

Relations !nternationales, Paris, 1964. 

Doc. B.F.P. 1919-1939, edited by E.L. -Woodward and R. :Butler, 

2nd series, vol. I, 1946, No~ 333, pp. 525"7, (Sir H. Rumbold 

to A. Henderson.) 
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if •••• there should be some kind of federal bond •• (uObviously this 

association will be primarily economio, for that is the most urgent 

aspect of the question" ••• u2 

It was none other than Gustav Stresem.a.nn who, replying on 

September 9th in what was virtually his farewell perfomance on the 

international politioal soene,3 wholeheaxted~ supported Briand's 

initiative, altho~l he diverted the entire issue into the economio 

sphere beyond. the bounds whioh Briand had envisaged.4 

•••• 1 am not here oonsidering the :politioal aide of 
the Va:r:sailles Treaty, for I m~ aSSUllle that my views 
of it are known. But I would like to lay stress on 
the eoonomio side of it, and say that you oannot create 
a large number of new States, and wholly negleot to 
adapt them to the ~opean economio system. Wha.t has 
been the result of this sin of omission? You see new 
frontiers, new measu:t'es, new weights, new usages, new 
currenoy, and. constant obstacles to iirade •••• New 
industries are founded for reasons of national prestige. 
They must be p:cotected, they must themselves find new 
markets, and can often soarcely find suoh markets at 
home as will enable them to :pay dividends. Yl11.e1.'e in 
Europe do we find European currenoy, or European 
postage stamps •••• Ever.y rationalization of economio 
relations would not merely benefit European competitors, 
but those who supply us f:rom abroad. If therefore it 
is thought fit to discuss such an idea in an institu-'Gion 
like the League, whioh we have created for the purpose, 
and establish fresh negotiations and fresh agreements, 
which will in this conneotion simpli:f'y the si tv..ation, 
and help the exchange of goods, in order to limit 
the struggles and rivalries of competitive industr.Y? 
you will always find us ready to take up a1r3' proposals 
that may be :put before us •••• 

Stresemann believed in the tJprimaoyll of foreign policy, 

with a strong bias towards economio realities. He desoribed 

his politioal objeotives as those of Bismarokian Realpolitik, whioh 

represented for him 11 a rea.listic aooeptanoe of the unpleasant facts 

of Gexma~ts weakness and a readiness to saorifioe material 

2 Survey, 1930, The Briand Plan for Closer Union in Eu:t'Ope, pp. 131-42. 

J.B. Duroselle, Histoire Diplomatique de 1919 a noS jours, Paris, 

1953, pp. 161 ff. 

3 Stresemann died on Ootober 3rdf 1929. 

4 Stresgmaun Pape~, op. cit., vol. 3, pp~ 611-20, esp. p. 619. 
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adva:ntagea •••• tJ5 Thus-he was prepared to accept the :post-Dawes 

Plan reparations burden~ He fully supported the moves undertaken 

by Briand to b:cing about the Uliquidation of the wartt6 and to 

foster eoonomio unification i..11 EUrope wherever possible(o However 9 

up to the'Vers end of his oareer, Stresema:nn never became a 

I1Euro'peanf1 in the sense of directly urging for a politically lmi ted 

Europe. In home politics he had been called a republican in mind 

though not in heart (Vernu.nftrepublikaner) and it can be suggested 

that he similarly beoame in f"oreign affairs, a European in mind 

though not in heal.--t (Ver.nuniteuropaeer).7 

Neverthe1ess f there is little doubt that he sincerely 

worked for a European rapprochement especially between France and 

Gexmany. In his speech quoted above; he made it quite clear that 

he a:i.med at a rap-orochemem. with the ult:imate objective of 

establishing some sort of European common market. It could be 

suggested that in comparison with Briand Stresemann1s pragmatic 

attitude was more promising. His ea:rl.r death and the shadows 

pre£iguring the Depression marked -hlle beginning of" the breakdown 

of both the facade of the restored gold standard and the hope for 

a new eoonomio order in E~trope.8 It was on~ after Europe had 

experienoed another world war that suoh a new order could be 

envisaged for her. 

It seems aavisab1e here to make some brie£ remarks on the 

development o£ the conoept of a united Eu:oope, once the "horrifying 

slaughter" of the Fi:cst World Wa:c was ove:c.9 President Wilson, 

for instance, had already urged for the replaoement of the fo~er 

5 Turner, op. oit •• p_ 179. 

6 W. Lipgens, Evxopaeische Einigungsidee 1923-1930 und Briands 

Europaplan in.Urteil dar deutschen Akten, HZ, vol. 203, 1966, 
Part It p. 73. 

7 Lipgens, op. cit., Part I, p. 82. 

Turner, op. cit., Pl'. 68-113, 152. 

B See ohapter Weltwirtschaftskrise IIDSW, vol. 11, 1961, pp. 618-22. 

9 Alfr. Weber1 Die Krise des modernen Staats gedanken in EuxoWa~9 
Stuttgart, 1925, p. 109. 



- 130 w 

balance of power ooncept by that of a 11 oommuni ty of po'\lJerll 'CO No 

such Wilsonian Peace was aohieved, but neither was the 19th centur,r 

concept of the StaJGe thxown overboard. Some kind of hypex,-.. 

nationalism had developed. through the national hUbris broughh on 

by war, and it retrea-ped slowly') always It3aving a small pocket of 

res istanoe 0 ~he Pan-lThJxopean Union, founded by Count Coudenhove­

I{ale~gi in 1923, never reaohed the masses and its influence remall~ed 

limited to a LevI intellectual circles. Walther Rathenau, for 

instanoe, hact been one of the few poli i:iioiariS who had detached 

themselves fr·om the earlier ideas conneoted with the expansionist 

JJCentJZal Europe'f plans of the wa:.r period.
lO 

But Rathenau was soon 

to die 9
i1 

&1d his plans for European economic co-ordination 

(Gemeinwirtsohaft) were buried 'lJrl th him.. The Pan-Eu:ropean Union 

had some prominent members such as Paul Laebe, lh-istide Briand and 

L~on Blt1In1 -but any success in this direction was bound to fail even 

before its actual lftake-offtf ~ The question remains as to how fax' 

this was due to immanent forces of -the system and how far the 

disturbances withi-n the economic sphere of the interwar period 

attributed to this failure. Even Strese.mannwas verJ reluctant to 

involve himself and when both Her.riot and Briand on the FrenCh side 

took up ~lro1B for closer union in Europe, it was he who stressed 

the point that a new orientation towards oommon European intexes-cs 

could only be aohieved through a revision of the whole post-war 

politico-eoonomic order. It has been suggested that JlFrance and 

Ge:t'lIlaIW seemed to be haunted in different ways by the oontrast 

betw'een their respective positions ..... and their respective eoonomic 

10 Fr. Na1:!ll1ann, Mitteleuro"R~, Berlin, 1915, (English translation: 

Cent.rgl~Jl§., London 1916). It is interesting to note that 

Gustav Stolper, who as editor of the economio journal 

Oesterr~i_chische#Volkswi6t had played an active part in the 

Mitteleu:ropa oampaign during World Wa::r Onefcompletely :ignored 

the Mi tteleuropa issue :when writing his book, ttThe German EoonomyH 

in the United States in 1940. 

R.C. Meyer; 1li..ti~et@.l?a. m.g£41ll .. T}lQ'UKht and AotiOl1s~~ 18l~4~' 

The Hague, 1955, p. 179. 

11 Rathenau was ~urdered on June 24th, 1922. 
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t .;c,.- 1 u12 •••• po enlJJ.a s. 

Thus the effort to reach a ~approohement du:ring the late 

1920lS seems from a later perspective to be a mere episode in the 

histo~ of Franoo~er.man relationso13 On May 17th, 1930, the 

final dl.-a,ft of the Briand Plan Vias handed over to the Governments 

of' Germa.n;y and 25 other nations ft At f'ust sight it looked as if 

there was a ohange in emphasis in comparison with the Briand speeoh 

of September 5th, 1929. This shift in emphasis seemed to 

establish some sort of subordination of the eoonomio to the 

political problems, in partioular as fa:r as seowdty was. conoerned, 

thus favouring the traditional French national interests. 

It is questionable whether th.i.s memorandum was drawn up 

in order ~rimaxily to serve European interests or whether it was 

in faot nothing but a perpetuation of the Versailles Settlement 

(Verewigung des Status von Versailles).14 The latter interpre~tion 
was adopted by the . Ge:cman Goverrnnent, and thus the project had little 

chance of survival. It is true that the memorandum dealt primarily 

with politioal p~oblems, and thus the implioit Frenoh attitude was 

that the settlement of economic p~blems was a function of' the 

solution of outstanding political problems. However, Bxiand 

himself stressed the point that ~~e priority of political problems 

meant nothing but that a new eoonomic.o:cder had to be achieved 

through the existing political bodies. 2ilus he did not. imply t.hat 

political considerations were moxe important than economic, and it 
must be kept in mind that in Part IV of the memorandum. the formation 

of a European oommonmarket was the ultimate objective. 

Both B:ruening and his Foreign Minister, Curlius, differed 

from Str~semannts policy in one important respeot, and that was 

their more rese~ed attitude towards France. FurthaDmore, Tardieu 

was at the head of the French Cabinet, and there is suffioient 

evidence to show that, due to pressure within the French Cabinet, 

Briand was induoed to make rather ambiguous provisions in the 

final draft of his memoxandum. However, it was always diffioult 

12 . Bennett, op. oit.~ p. 310. 

13 R. Lauret, F~ance and Germany, London, 1965, pp. 77-84. .. . 

14 Li "t" pgens, op. OJ. ., pasSlm. 
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to judge what would primarily serve Fxel10h national interests and 

her seC1.lritYj and what would promote a pe:r:manent stabilisation of 

the whole of Europe. 15 In Franoe as well as in Germany "this plan 

was heavily attacked by the right wing press. On one hand the 

uillusionists" and HpaoiIis"b traitorsU were attacked f and on the 

other the fJnew enslavement in disguis aU, the c~men-bing of the 

territorial stat~_Auq. 

The sec'I.lXity question was given speoial a.ttention by 

Briand and some J:"easOnB :for this have been given above. He was 

not only guided by tac'pical oonsiderations. but hfiJ waS convinoed. 

that a:ns- economic well-being of -the Continent depended ttl timately 

on the main"bainenoe of peace. Even Britain realised that i:f the 

Briand Plan had been universally accepted it would probably have 

led to a EUxo,ean oommon market. But for obvious reasons this was 

not in her nlberest at this stage, and so she re£used to participate, 

thus also playing her part in the downfall of the Plan. 

The negative reaotion of the Ge:rman Government16 was not 

only due to the genexal attitude of the decision~aking personalities 

but also to internal Ge~an politics. The Bruening Gove~ent was 

in a preoario-...w position, but it is still questionable as -ho how 

wise it was to join the chorus o:f right wing ex~emists in an 

attempt to make their unPOP\llar Government ttpopular". In arf3 case, 

Bruening did not suoceed in beooming popular, and his policy of 

preserving demoo~acy in Ger.many by combating depression with rather 

npro-cyclical" meaau:r:es proved to be a. fatal error. He proved to 

be equally unsuooessful in overcoming the deep-rooted Uanti­

democraoy complex" in the German nation.17 It still remains open 

15 When speaking here of' Euxope. this does not apply to the Soviet 

Union, where arf3' European co-operation was branded as a 

bourgeois move for intervening rtgainst Communism. 

Mo :aelof~ ~ The Foreign Polioy o:tJ.h~ Soviet Union .. 1929~194t, 

2 vola., London, 1947-49. 

16 The Gel!IIlan answer subTllitted in Paris on July 15th, 19~O, was 

rather evasive. In faots the Briand Plan was offered II a 

lust-class btU'ialll (CurliUS), Lipgens, OPe cit., Part II, 1'. 341. 

17 W. Donze, Bruenings Politik, unter dem Druck de:r grossen Krise, 

lIa, vol. 199, 1964, Pp. 529-50y asp!) 1». 537. 
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to question whether he would have succeeded if he had not been 

p:revented from doing so in the final straight (100 Meter vor dem 

Ziel).18 

In this oase i however, B:cueningts policy, as far as the 

Briand Pian is ooncerned, was a oomplete railUX'e, anc1 it has been 

suggested that the negative Ge:cm.an reaotion was perhaps the greatest 

mistake of the J3rue;rl.ng Cabinet in its foreign policy. 19 The last 

chance for a Franoo..4eman :r.:a.lmro~~ had been passed by, and 

this became particularly clea:c with the txemendoua suocess or the 

National Sooialists in tha September eleotions of 1930. 

It oould be suggested that the maintenanoe of' a democratio 

government in Ge:rmany afte-..c 1932 might have had favourable 

repercussions on FrcuLcets recover,y f'ram the Depression. ~e 

tUl.'lling point towa.:rds recovery was reached :L11 Germany by 1932/33t 
at a, time when the Dep:ression in Franoe was still in its early 

stages. The Gem.an dxive towards autarky made hance less inclined 

than ever to move away from her protectionism. However, it is 

diffioul t to make any broad assumptions in this case. In particular 

the Frenoh and German adherence in different ways to the gold standard 

stood in the path of cmy liberalisation in their foreign trade 

relations. Another :point arises when oonsidering what the 

situation would have been without the stimulating eff'ects of 

re-amament. 

Following on from this digression, the main reason for 

the negative GeDman reaotion has still to be discussed. The 

Bruening Gover:nlllent sought suooess in foreign affairs in order to 

improve its precarious position in home politics and in partioular 

to win s".l:pport :from the paxties on the right. As early as Februa~, 

1930, during ~ visit to Germany by the Austrian Chancellor~ plans 

for an Aust:oo-GennBn oustoms union were discussed. This was at 

the time when the f'inal draft of t..'1.e Briand Plan was still to be 

submitted. In f'act, the Gexman side looked upon the Briand Plan 

18 100& cit.,. p. ~47~ See also Kroll" op. cit •• 'p. 406. 
A contra:cy view is held by T. Balough, The National Economy 

of Gema:ny, E.J., vol. 48, 1938, 1>P. 460-97. 

19 Lipgens, op_ cit., p~~ II, p. 361. 
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with strong xeservations and was dete~ined to follow a policy of 

depaxtmentalising the Continent into different eoonomic blocs. 

In Maxch, 1931g Curtius went to Vienna for negotiations and a 

prel:iminaxy treaty of an Austro-German customs union was published 

on March 20th, 1931. There is no doubt that both the Gexman and 

the Austrian side xegaxded this agreement not only as an expediency 

on aocount of the depressed sta.te of their economies, but also as a 

first step tow~ds greater eoonomio unity in Europe, and their 

arguments in this respect were not only baaed on tactioal 

considerations.
20 

It could be said thai; the aohievement of a 

European customs tmion at that time was a vain ho:pe. The 

unsuooessful outcome of the Briand Plan later proved this point. 

:But at the same t:irae the cus-rioms union proposal failed to recognise 

the limitations of Ge:crnanyts post-wax :position. The International 

Co1.'lrb at I]}he Hague soon aftenvards decided, after the project of 

the duatoms union had already been aba.ndoned, that is was not in ~ 

aocordance with. the obligations of GeDnany and Austria under t:he:i.r 

respective Peaoe Treaties, although this was more a poli~liical 

majority decision than aotual legal opinion. Thus the Austro­

German claim was declared not to be legal, although it was 

legitimate. Strese.mann, after the conclusion of the Lacarno Paot~ 

has already emphasized that equality meant the right to clalm not 

only a customs union, but also the }b.1.sohluas for Germany. 21 In 

faot, the F:rench side was not very mistaken in assuming that a 

customs union might ultimately become the Anschluss, despi-l:ie the 

fact that this was explicitly exoluded in the preliminary Austro­

German Agreement. Briand felt himself and his efforts to be :pushed 

on one side and in addition, the keeping secret of the Austro­

Ge~an p~oject until after agreement had been reached, aroused 

suspicion and increased French opposition. Briand even exclaimed 

in the Chamber of Deputies nEt It.Ansohluss - clest la guerreu • 22 

20 Hauser, op. cit., p. 51. 

21 Turner, op. oit. 7 Pl? 210-11. 

22 Quoted from. Hauser, op. cit., p. 69. 
Baumont, op. cit., 2nd edition, 1946, PP. 403~5. It could be 

suggested that "ltAnschlussU meant for the henoh the same as 

meant for Bismarck tile cauchem.a.r des coalitions" • 

• ~~ •• footnote 22 continued/ 
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Thus the French attitude became uncompromisingly rigid and 

mlexpected diplomatio and finanoial p:cessurea were b:cought to be~. 

Frenoh diplomaoy started a oounter-move early in April, 1931. They 

disclosed the general nat"!Xre of their Ucotmter-planlf (plan constructif) 

to the British Gove:rnm.ent at the end of the month, while only 

informing the GE?xman Government on May 11th due to tactical 

considerations - in o:rder Uto hinder the Gemans in their effort 

to criticise the :pl~ and possibly also amply to let them worry 

a 1ittleou23 

This ruM. const~tif was not :particul~ly constructive 

and while it was in many respects attractive to Austria., i£ offe:red 

Ii ttle to Ge:r:mruw. The French plan can be summarized as follows: 24 
1. Creation of a oustoms union bet-w'een Austria and the States of 

South-Eastern Europeo 

2. P:r:eferential treatment for the su:r.-plus produce of the States 

of South-Eastern Europe to be granted by France, GeDUany, 

C~eohoslovakia, Italy, Switzerland ~d Austria. 

3. French loans fro: the States of South-Eastern Europe and for 

Austria. 

4. Speoia1 preferences for Auat~an produots to be granted Qy the 

countries mantioned under (2). 
5. Development of intexnational cartelS Ior the marketillg of the 

expori:;s of the States of South-Eastexn Europe and ifu-e extension 

of such oartelisation to certain industrial products 

(inoluding raW" materials such as coal etc.) of France, Ge:r:ma:ny 

and other European countries o 

6. FrenCh loans t~ be ~tended to Ge~~ under the pre-condition 

that the latter agreed to abandon her policy of revision. 

It is open to question hmv far the Frenoh side considered 

the realisation of her counter-proposal possible. Its implementation 

would have tended to preserve the existing status goo and thus there 

was little hope for Ge~an aocept&~e. In addition, it was 

unrealistic to assume that hanoe on her part would be prepared to 

22 Continued-

E. Eyok? .A Ristotil ,of the Weimar Republic, London, 1964j vol. 2,. p. 306. 

23 Bennett, op. cit., pQ 92. 

24 Bennett, op. cit., pp. 93 ff. 

Hauser,op. cit., pp. 76 if .. 
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implement the promised preferential treatment for the surplus 

produoe of the States of South-Eastern Europe ... a promise she would 

hardly have been able to support when faoed with her prote(;1;ionis t 
eoonomic system in general <J and problems in cOlmeotion with ma:cketirlg 

her own agricul tu:r:al produce and that of her colonies in pa:rtic'Luar" 

The only point which was original and which offered some 

scope for implementation, was the envisaged ore~tion Of international 

cartels. This was the brain-ohild of Andre Fran90is"'Ponoet, the 

then Under Secretary. of State to the Frenoh Premier and later 

Ambassador to Berlin. The proposed cartelisationwould have implied 

active support on the part of each Government in the fODIling of 

international cartels, by means of threa.tening reluctant industries 

with the removal of -I.;arl.ff proteotion. The objective was hel?e not 

to overcome the eff'ects of proteotive tariffs as such. On the 

oontrary, onoe industries had been cartelis ed internationally, these 

industries would obtain protection even in the event of the elimination 

of tarif'f barrie~s be~veen the countrie3 conoer.ned, sjnce the cartels 

would aim at oreating market imperfection comparable to that 

maintained under proteotive tariff's. Although the Gexman Minist~ 

of Eoonomio Affai:rs generally regarded the o:reation of cmy form of 

El.lxopean oustoms union as favo'LlXable f'or Geman industry and hence 

did not sha:re the negative attitude of the Chanoellor and the 

Foreign Office tow~cls the Briand Plan~ 25 it was rightly pointed 

out by this Minist~J that the ~~enCh counter-proposal did not aim 

at improving the internal division of labour in Eu:cope.26 

The plans for oaxtelisation envisaged the oounteraoting 

of' ~ reduction of protective tariffs, thus offering no oonstructive 

step fo:r:waxd. Due to her financial st:rength, France could expect 

to playa dominant role in such oartels. On the other hand, the 

high deg:ree of cartelisa·cion in Ge:r.many might haV'9 led to the 

latter! s gaining of a similarly strong :position. In fact, apart 

from the detrimental effects of cartels on competitiveness in 

genel!al, this provision of the French llroposal showed" that in many 

respeots, it favoured both France and GeDllaD3' and might have offered 

25 Lipgens, op. cit., Part I, pp. 77 ... 8 and 88-9_ 

26 Bennett, op. cit. t p~ 95-
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the basis for a later ral>prochem~ll~, assuming political oonditions 

had remained favo\U'ablee- On the other hand, Ge:r:mallY refused to 

substitute Franco-Geman negotia~bions fOT the Austro-Ge:cma...'lJ. oustoms 

union projeoto She was 1:J.oweve~, willing to pursue sitnultaneo1.lSly 

the attaanment of both a Francol<~German ag:r:-eement on South-Eastern 

Europe and the Austxo-Gem.an customs union. .But F:cance made it 

olear that Gemany would have to sUBpend disoussions with Austria 

first. 

Thus, it oan be shown that one of the objectives of the 

French oounter-proP9sal was taotically aimed at diverting or 

delayillg the Austro-GeDIlan customs union, without being :prepared 

to reach any real compromise in this matter. Sinoe the Austro­

German plan made provisions for thixdcotmtries to join the customs 

union between me ·bwo States, France was entitled to ask for entry 

and thus to challenge the sincerdty of Gexmany in respeot of 

Article I of the Agreement, where the political independenoe of ~ 

Austria and thus the Versailles §...tatl.ls uU...Q. was recognj zed. 27 

In the light of Frenoh policy'J the :Briand Plan loses much 

of its significanoe since France was not really interested in 

venturing into any l~ge-scale diminution of tariff walls in Europe. 

She hoped to OO1.tnteJ!-balance Gennan economic intexests in that part 

of Eu:r.>or6 where Gem.an influence was traditionally fairly stxollg, 

although by no means as strong as it was to become during -bhe 

south-eastwaxd expansionist drive of the Third Reich. The reaction 

of the count2~es conoexned, especially that of Yugoslavia and Rumania 

was all but enthusiastic, since it was soon realised that the French 

move was largely politioal. On the other hand, it could be 

suggested, assuming that the covntries conoerned had been willing, 

that a grosswirtschaft§Jtaum resembling that of Austro-Httngar,y would 

have been of tremendous benefit for all participants.28 On the 

27 Hauser, op. cit., pp .. 58-9. 

28 Bennett, op. cit., pp. 40-112. It is interesting to note that 

Britain strongly opp:)sed the French cartelisation plans, when 

seeing that by this her own economic interests would be 

affected. . 

Hauser~ op. cit., p. 78. 



- 138 -

other hand, Cuxtius even went as, faxa as to suggest a F:r!anco-German 

oustoms union.29 But all suoh moves were to a large extent nothing 

but taotioal expediencies end the heated politioal atmospheze 

hardly allowed any s eriou8 app:coaoh towards a Franco-German 

understanding. 

It was in partioular the critioal fihanoial position of 

both Austria and Gemany after the withdrawal of large loans that 

influenoed the decision of both opuntries to abandon their projeot 

for a oustoms union on September 3rd, 19310 

Up until recently it has not been olear, however, whether 

the oollapse on :May 8th, 1931" of the C;r:-editanstalt, the famous 

Austrian banking house founded by the Rothsohilds in 1855, was a 

direot resul-b of French interference. In a recent study30 it has 

been shown -that this ba:rik:ct1.ptcy was not primarily due to Frenoh 

'Withdrawals. But ]lrenoh finanoial circles were at least indixectly 
~ 

involved. The Q~editanstalt had for some time conoealed its losses, 

and -fuus French ]?l.'esst:tre oame to be the final stroke for this 

institution¢' It should be kept in mind9 however, that the 

Creditansta11 itself was not in favour of the oustoms union proposal, 

fea:r:ing the oompetition o£ the German banking sector. . Furthermore , 

one of the Directol.'s .of the Credita:nstalt. in 1931 was IJl. Schneider 

of Sohneider-Qrauzot. The collapse of the Credi tgnstal t ,vas 

certainly not mere ooincidenoe, but it oan hardly be maintained 

that the Frenoh tfHigh Finanoelt was direotly involved in this 

bankruptoy. 

In oonolusion, when viewing the moves made by both Franoe 

and Gex-many towards overcoming the lack of" economic rorl:by in Europe, 

due recognition must be given to questions such as national prestige 

and power politics in generalo Neither nation was prepared to 

leave to the other the oredit for having aohieved a new order. 

E-1fen when maintaining that Germ~'" was more in favot:tr of removing 

tariff" barriers than was hance, it is always a debatable question 

whether either Side was really prepared to make SUbstantial 

29 Schu1tessf~ 1931, p. 562. 

30 Be:rmett, op. cit., pp. 100""4. 
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sacrifioes for any re-organisation towards integration in European 

eoonomio affairs. 

On looking pack it will be seen that the year 1931 marked 

a watemhed in Franoo ... Ge:r.man relations. Although France suoceeded 

in maint'aining the post-V exsailles .a.~s guo, thereafter she 

acoepted.implicitly that Ge~ was not to abandon her policy of 

revision() 



,';, 

CHAPTER V 

THE EMERGENCE OF A DY ERA m FRANCO-GERMAN RELATIONS. 
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l~ TfJE SALIENT. JrE1\f'JJRES OF ~AGONISM AND. EVENTS PRELUD~NG T@ 

RISE OF TIlE ·TJIDill REICH. 

F:cance, imposing her will on Germany for ·'rihe. last time in 

the intmar period when making her abandon the Austro-Germa.n ctWtoms 

union projeot, by her policy brought about an inorease in Franoo­

Gema.n antagonism which had died down in the late 1920ts . and now, 

towards the end of the Weimar Republic, oems to the fore. 

Admittedly, the Geman Government had not taken into due 

account the hench Hseouxity complexu in its dea.lings over the 

Austro-Geman oustoms union. On the oth~ hand, the French side 

did not oonceive that the abandonment of this projeot, at a time 

when the effects of the Dep~ession were being inoreasingly felt, 

would finally undermine confidenoe in the Weimar Republic within 

Ge::cma:ny, where the Bruening Gove:rnment had already lost its support 

in Parliament and had had to resorl to Presidential emergency orders 

under Article 48 of the Constitution, fro: its very existence. 1 The 

right-wing parties ];tCoolaimed the ba;nln--uptcy of the It system of We:iJnaJ:'f 

dna. the slogan -bha.t VIi thout powel? politics there oan be :no solution 

to economic problemp, came to be more and more aocepted in Ger.m~.2 
On Ootober Ilthv 1931, only five weeks after the abandonment of the 

customs union project, the so-called Harzburger Fl.'ont was formed 

between the National Sooialists and other groupings on the Right 

in a final assault on the Weimar Republic. 

Franoe did not fully realise the dilemma arising from. 

conditions emerging in Germany-. On the one hand, the We:imar Republic 

needed outside support; on the other, develo:pments in Germany did no1i 

enooU2'age such support. This reveals the tragedy of the We::ima:l:­

Republic and of Europe a.s a whole, where F:canoo-Geman relations 

were foundering on the barrier of mutual distrust. 

~ hopes for co-operation whioh might have been raised 

1 W. Conze, Brue~s Politik, unter dem Druck dar g:rossen Krise, 

~, vol. 199, 1964, P~. 541-5. 

2 O. Raus er, DeI.' Plan einer deutsoh-oeste:creichischen Zollu:nion 

von 1931 und die eu:r:Qpaeisohe Foederation, lie, vol. 179, 

Januar.y-June 1955, p. 89. 
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by the B:riand Plan were now lost in the new O'U'l:."rents of eve.."1ts, 

while the impaot of the Depression was becoming mo:re and more an 

all .... embracing phenomenon whose ef:£ects F:ranco-Gexman eoonomic relations 

we~e not to escape. 

In Ge~any, the repercussions of the world eoonomic crisis 

ware felt right from. the beginning whereas hance, as late as the 

seoond quarler of 19J1, :remained relatively immUne from a:ny great 

economic disturbanoe. After that, her eoonomic situation detexio:rated 

rapidly however. The Gel.'lllall :posi'~ion was :further complioated by 

virtue of the fact that as biggest borrower she also beoame the 

greatest stlfferer. Due to these oiroumstances she did not see 

hexsel£ in a position to depreciate her currency.3 Under Bruening, 

Ga~any succeeded in drastically cutting wages and prices, as well 

as considerably reducing imports. Thus some sort of Ustabilisa:bionu 

was achieved, but at a very high oost. This ex~a stxain laid upon 

the whole Ge:rman na-i:;ion, after reparation and other bu.xdens reaultw..g 

.f:rom the wax, had fatal reperoussions or. GSl.'IUan poli tics. The 

advance of both the Communists and the Hi tIer movement pa:ralysed 

the working 01 a democracy and Germrow became more thBJ.1. ever befo:z:ae 9 

a "republic without repu.blicans lf
• 
4 Thus it would be misleading 

a,lways to blame external influences for the oollapse of' the Weimar 

Republio. On the other hand, to a very large and sometimes over-

wheJ.mirt.g extell:t, they had their impao·t on home politics in Germaaw 

a1 though this impact would have been greatly reduced if some Bound 

economio policies had been pursued. It was in particu1~ the 

3 German erler~ debt (mil1i~ RM.) (July 1931) 

§h.ox..t...-tenn 

13.1 

Kroll OPe cit.~ P. 491. 

4 It should be added here tha.t already since the eleotions o:f 

JU11e 6th, 1920, there had been no majority of the We:imar 

Coalition (i.e. Sooial.Demoorats, Democrats and Zent:cu.m) in 

the ReiohstM. Thus from the very beginning we must -

recognise the udisguised agonyU of the Ge:r.man Republio. 

Gebhardt~ op. cit., p. 122. 
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mismanagement in the monata.:r.y s:phere where the :foundation for the 

oollapse of the whole system was laid.5 

:Much of -bhe misfortune of Gemany oan be laida'~ 
the door of bad monetar,y policies; too easy credit 

, oonditions 'up to 1923, and too severe restrictions 
after 1928. If there hoJd been more rest~lotion 
u.p to 1923, and more in:flation after 1928 in 
Gemany, the condi tiona uhioh brought Hi tIer to 
power would not have been oreated, and the world's 
history would have been different. 

In addition, i-!i is a commonly accepted .fact that the 

withdrawal of foreign flL~ds from Germany revealed fox: everyone the 

5 LewiS, op. cit., p. 63. How fax: the decisive figu:r:e of Schaoht, . 

the H:po:L.itical chCtil1eleon" is to be blamed cannot be ¢liscussed here. 

H. Muhlen, ~c,ht: Hi tIer! s liagician, l'l'ew York, 1939. 

Fox quote see L1'J..troduction by J. S-beel f P. vii. 

Up 1mtil September, 1936, the Fxenoh alternative to devaluation 

wa.s to inorease .Iehe tariff and extend :import quotas. In both 

oountries, the experienoe of the years of inflation preceding 

1923 and 1926 respeotively was to be largelY responsible for the 

applica-bion of a deflationary policy. It was in the maill the 

growing disparity between French and world prices which oaused 

great ooncern and faoed France with serious customs problems. 

Even after Septemb3X f 1936 private investment failed to revive 

in Franoe, and the growth of production could in the main be 

attl.'ibuted to the e:ffects of devaluation. 

P.K. Depenham, The Situation in Franoe, E,J., vol. 42, 1932, 

pp. 380-90~ 

H.V. Hodson, The End o£ the Gold Bloo, ~, 1936, Pl? 161-83. 

M. Wolie, T.he PJ::mt0l! .Franc betviqen the Wars1 1919::193;1, N'ew York 

1951, p. 105 and passim. . 

1'11. Kaleoki, ~he Lessons of' the Blum Experiment, ~.J ... ? vol~ 48, 

1938, 1'];)0 26-41. 

Ch. Rist, The Finanoial Situation of France, P.A., vol. 16, 

1937-8, PP. 601-11. 
H~Co Eastman, French and Canadian Exchange Rate Polioyi' ,,~.E..J!., 

yolo 15~ 1955, pp. 403-10~ 
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vioious eucle of' international indebtedness j which was finally 

overoome by the Lausanne Agreement. This withdrawal of' i'oreig"ll 

f1.U1ds had originally begun in 192a~ due to speoulation in Wall Street. 

In 1929, howeve:r9 it was to a gxeat extent Franoe who, for political 

reasons in oonneotion with the Young Plan~ exerted f'inancial preSSUl.'e 

on Germa.n;y. The slump aggravated this 81 tuat:i.on!1 which became wo:rse 

at the time of the Aust:r:o-German customs union projeot, when mounting 

F~ench pressure again led to the withdrawal of" large funds fram 

GSl.'many. We are here only concerned with the role played by hance f 

a1 though the wi thd~awa1 of' .Amerioan funds was certainly a more 

decisive :faotor at times. Nevertheless the French pressure can 

hardly be underrated. Up to 1931, she was in a position to hel)? 

Ge~~ financial~. Of oOUl.'se, she had her reasons for not doing 

so, especially with the sudden success of." the National Socialists 

sta~ing as from the election ~esu1ts of September, 1930. 

The events in Ger.ma~ also preOipitated the stock market 

and banking o:risis in Francs, leading ult:iJnataly to the latter's 

depressed state of aff."airs in the 1930's. Both eoonomic and 

politioal events were in these times of" strain highly interdependent, 

l?saoting on eaoh other, in suoh a we:y that it would not be far wrong 

to maintain that this laid the foundation for the panio-strioken 

oonditions (crise de confiance) which flooded allover Europe.6 

Franoels 'p~lioies pursued towards the end of the Weimar 

Republio, reveal her often ambivalent attitude towards her eastern 

neighbo1ll!'. On the one hand, she was justified in being alamed 

at the inoreasing radioaliaation of party politics in Ge~, 

although her unrelenting attitude towards the demooratic Gove~ents 

in G~ tended to reduoe their standing in the face of this 

rising :political tide and even the fil1a.l aba..'Yldomnent or the 

relJarations question was only after 'the dovmf'all of :Bruening who f 

with oertain reservations, can be.regarded as the last democratic 

Chanoellor of the Weimar Republio. 

On the other hand, the French position as J!egards -the 

Hitler movement was ambiguous and furthexmo~e, after th~ actual 

take-over by the National Socialists, she was to adopt a Bttrprisll~l.y 

------------------------------~~--- .... 

6 :&oonomist, June 10th, 1933 1 p. 5. 
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conoiliatoxy attitude - an attitude which in turn was not ~o be 

ho~~ured by the Nazi Government. 

One quite often overlooked aspect is the Dupport for Hitler 

before 1933 by means of finanoial oOl1tribU'liions from v~-r-:i.ouc foreign 

sources and d"L1:Cing the world .... wide Depression ii; was not ollly sC'me 

influential Ge:rman industrialists who suppo:cted Hitle!.', but also 

for instance some Frenoh industrialists. The Frenoh armaments 

indust:r:y in particular was not at all interested in disannament and 

the Disa:onament Conference at Geneva was regarded as an alarming 

developnent among some of' these circles. 7 

The activities of the .Q.Qll1i:t~ des Foy;ges are here of 

especial interest. On one hand i-1; was widely believed that Hitlerj 

once in power, would soon have fJmismanaged himself out. of offioe fl
, 

which might have created a chaotic situation as in 1923, and would 

have been favoured by the latent French "divide a.nd ruleH approach. 

It is worth rememperi11g in this context that in 1923, both the 

Separatist movement in the Rhineland and the Hitler lUts@ were 

weloomed by some French diplomats and other authorities? as offering 

f-v.riiher opportunities for b:reaking up the unity of Gennany. How 

dangerous such a policy could become for the French as well, was 

only fully realised 11hen it w~s already too 1ate.8 

On the other hand, a take-over by Hitler would have 

probab~ resulted in increased Frenoh expenditure on defence. Such 

a development u01l1d have been profi-bable -bo the French a:rmaments 

industxy which was heavi~ affected by the Depressiono 

The ambiguous nature of Franoo-Gel."'l1latl relationa at this 

time is ilIus·crated for example, by the role p1CWed by A.."'1dre 

Fran90is-Poncet. It is diffioult to estimate how far Frru~90is-

Ponoet, who had been .Ambassador in Berlin since September 9 1931, was 

responsible for behind-the-scene aotivities towards the end of the 

Bruening era. Fran90is-Ponoet had e8~~ links with ~~ench heavy 

indust::t".f - in 1919 he represented. the .Qomi te des For,gea when the 

7 HJ Lutz, G~~-F~qJ;lcn Unity, Basis fo~_Eq;r.:Qpean Peaoe, Chioago, 

1957, pp. 112 ff. 

8 
Ibid., p. 109. 
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Allies sent an economic mission to the United States and in 1923, 

during the Ruhr occupation, he was economic adviser to the 

Commanding General there. In the later twenties he direc ted the 

newspaper l-tAven¥:, which fostered tr_e interests o:f the Comite des. 

F-orges. Before being sent to Germany as Ambassador in 1931, he held 

offices as Under-8ecretary for Foreign .Af'f'airs, Under-Secre~ :for 

National Economy and Under-Seoretary of State to the Premier' s of:fice~ 

It 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 af'fairs, and it might not be going too far to suggest that 

the unrelenting attitude o:f Tardieu's Cabinet towards the Weimar 

Republi0 and any disarmament, might to a certain extent have been 

influenced by Fran~ois-poncet.9 In addition it should be remembered 

that he was one o:f the most outspoken critics of' Briand in the 

Chamber o:f Deputies. It proves Ii ttle, but it should als 0 be 

mentioned that he was uncompromisingly hostile towards the project 

for the Austro-German customs union and he was mainly responsible 

:for the French .:e.lan constructif'o It can be suggested that he 

underrated Hitler in the same way as did others_ He probably 

favoured a new state of civil war in Germany, in order to pursue, 

in a :final ef'f'art, the traditional French policy of separating the 

Rhineland :from the Reich. 

Thus it is understandable that the Brue:ning Government was 

rather shocked when Pierre Laval, the then French Premier f who had 

been a lawyer :for the Comit~ des Forges, proposed Fran9ois-Poncet 

as Ambassador to Germany. By this it was easy :far German 

politicians to believe that influential French circles welcomed 

the rise o:f the Nazis, partly to justi:fy their own a:rma.ment claims 

and partly due to the widespread belief' that Hitler's take-over 

would bring about a chaotic state of' affairs in Germany" 

This ale 0 explains to a certain extent why the Bruening 

Cabinet was very biased in its attitude towards France. For instance, 

to illustrate further the ambiguous French attitude, in February, 1932, 

9 However, these are aspects he preferred to ignore in his 

memoirs, pu,blished after World War Two (1948). 
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Paul Faure, the Secre"cary General of the French Sooialist Party, 

broL~ht to the attention o£ the Chamber the fact th~t the Skoda Wgrks 

in Pilsen (Czechoslovrucia) had helped to finance Nazi elections in 

GermalJ3i" $ Fauxe pointed out that Skoda was then contxol1ed e,y 

Schneide~Creus~ and such financial support could 1~11y have 

OOCUl.Ted without the oonsent of the Frenoh industrialis-~s conce~"l1ecl. 

Faure's charges were never disputad.
10 

It is true that many of those who direct~ or indirectly 

supported the Bitler movement before its ooming to power changed 

thei:r minds soon af.1lier January 3oth~ 1933, and withdJ:>ew their sUPIJOrt, 

although this does not in any way redeem them or exone:ra-te them from 

the responsibility for their aotions. 

The mistaken French policies towaxds Germany found many 

critios even a;b this time without however, having much effect. Yet 

from 1933, the events in Ge:rmany soon made it clear that a ttbenevolent 

dictatorship" had not been established -bhere. Tragioally enough, 

Hi tIer himself did not oonoe1 ve that those we:r:e not empty words en 

the par-b of "Jihe Allies, when they warned the German side that things 

might cb:-i£t It as -they (had.) drifted bet"Ween 1904 and 1914.1'. 11 

The soene at this time was more bleak than enoou:r.-aging. 

However, it is necessary to point ou-G that the leaders of eaoh 

countzy' 3 priva-be industry,} at this time of strain, were able to 

:r.-eaoh agreemen-b on must questions which stood in the way .of a Franco­

Geman ra"pl?:r:.9_cl1em.~nt, despi te the staJGe of mutual distrust between 

the "&wo nations in the politioal sphere. Thus it will be seen 

that it was the responsible politicians in Nazi Gexm~ and not the 

problematic nat'lU'6 of outstanding questions as suoh, which was to 

block anv real settlement. 

o:r special interest are the so-called Luxemburg Conversa-bions 

between Fxench, Ge~""lllallf :Belgian and Ltutemburg industrialis "~S, 

beginn.i.ng in 1931.. These private discussions beoame increa.singly 

semi-offioial, and not o~ were sQlutions to problems ooncerning 

private enterprise and eoonomio co-operation between these countxies 

-----------------------------------~--~.---.... ~~ 

10 Lu~zs op. cit., p. 113. 

11 !Q.Q!lQ.m~, Hay 4th, 19359 po 1000. 



sought, but also a revision of the whole political order establi~hed 

in 1919, in particular a re1l'i.sion of the Polish-Ge:crnan frm:ltier~ 12 

Ol'le shou.ld mention here the conversations V;91:j. on ~fCk'-1.Ua,:r:-tJ 

29th and 30'ch, 1933~ bBtw'.-::6n French and Ge:rrnan industxialist8 leadiug 

to the si'gning of a protocol, whioh revealed in a st:!'iking mallt~er 

their mutual understanding regarding various important probJ.ems.~ 

The most prominent .figure on the Gexman side was Geheimrat Bueoher, 

P"-.cesident of AUgem~ E1.ektrizi-t..aet.s-Gesel1schaft (A~E.G.) and on. 

the Fx'enoh side, M. Duchemin, IXeaident of Etahltssements K$1mPJUl. 

The fo~ation of the lntler Government followed immediatel~Y' after 

these conversations and on that same day, the Frenoh side enquired 

whether theix German oounte~::parts believec1 that the understanding 

reached in their conve~~ations would find the approval of the newly 

fomed Ge:cman Government. At this stage this was not easy to 

answer .... Hitler regaxded it as not being opporttu'le at that time to 
speoif;Y his future polioy regardll1g Fra~co-German relations~13 The 

take-oyer by Hi tIer had :for obvious :r.-eaflOns g.r:eatly ala:rmed the 

French G·ove:-cnmel1t and perhaps to an even larger extent the F:rench 

publio. 

The degree to which the Depression, as a response to 

prevailing econoillic conditions, developed contacts between the 

respective leaders of COnJm6rce and industry, has been laX'gely 

negleoted. The ag.c~ements l."eaohed between them were laid dmm in 

the aforementioned protocol, dated January 30th9 1933. In this 

the French side made great ooncessions, especial~ in regard to the 

Geman colonial and nCorridorlf demands. It was then ot: partioular 

si~icance that the Freneh Gover.nmm'lt approved this protocol as a 

bafds for future n6go-tiations.14 Thus businessmen had laid doW!). 

the f'01mdation for a Franco-Ge:r.man ;t:'annro,cheJIlel11.. Of" great imporlance 

12 poo ... G:J:sP .. , aeries. C, vol. 11 The Thixd Reich, The First 

Phases NOQ 2, pp_ 2-5 and }To(l 18, pp. 38-41 and ))10. 24, 

pp. 49-5241 

13 Ibid., p. 52, (BueloV'", Geman Foreign Seo:eetaz-y to F:t-an90is­

Poneet, the French Ambassador on Februax-y 18th, 1933.) 

14 Ibid., p~ 41. 



was the ag-reement on bot:tl, sides -bhat the Lausanne .A.g-J?eeme:n:t t} which 

had resulted in much ilJ-"..ieeling in France, no lOllger constituted 

an obstacle to a Franco ... ~Gexman -*£~~eTIlEtl1t.o 

For the first tJ.me since the wa:r~ F:t-anoe had shown an 

Ullprecedentedly :p:L'01llising attitude toW'a:rds com:promise l1 This was, 

however, no-t honouzed by the G'e:eman Gove:rnm.ent in power., Baron 

von Neurath j the Gennan Fo:reign ltinister1 simply pointed out that 

these provisions for a :possible futuxe settlement "0 ••• fall far 

short of: the minimum lye might consider aocepta.ble". 15 

Thus a new chalrber in Franoo-Gennan relations was to 

remain closed~ On the other hand, it is ver,r surprising how 

eoonomio exigenoies and political expedienoy soon resulted in various 

new moves, albeit Ullder coneiderable ideological strain. 

----------------~----------------.-~,-,----------------------------------



- 149-

The l'Iazi take-over of 1933 res"Lu.ted in appreh8nsio3.1. in 

Fr821oe, but oommeroial relations were affeoted by this for only a 

relative~ short periud t although sUbstantial consolidation was 

not reached before ~le Commercial Agreement of 1937~ This 

consolidation was aohieved in the :face of :poli tioal tension and 

bottlenecks arising out of the repercussions of" the Depression in 

the two countr-les \} 

During the years of the Gexman Depression of 1930-34, 
Franoe on the whole suffered less.than Ge~CLryy as far as changes 

in national income were ooncerned. In the pexiod 1929-32, the GeDman 

eC01'lomy suffered heavily. During 1932-34, however, things were 

revel.--sed and the percentage rise in German national income was aJmost 

on a par with the peroentage :raIl in the French national income. 1 , 

lifter this Ge~y recovered vexy rapidly and industrial production 

in 1935 reached almost the level of 1928, a level whion Franoe did 

not even reach in 1938, despite the marked improvemen·t of her economio 

conditions in the s~co:nd half of that yea:r:, after successive 

depreciation had re-estab1ished a more or less oompetitive price 

level in France. 2 

Truring 1928 as a basis, her industxial produotion stood 

in 1938 at 83? whe:reBS the German figure amounted to 125. It is 

true that Ge:t.'ma.:nyf s recovery was purchased at a high cost; free 

enterprise was subject to far-reaching b'll:reaucratio control and 

foreign trade to rigid regimentation. F-uxther, the unbalanced 

charaoter of Ge~gnyts recove~J beoame more and more obvious. 

Nevertheless, her index for consume:rs r goods in 1938 stood at 107 

(192a~lOO), thus generally surpassing the respeotive indices for 

----,----~ 

1 
Gro~jl-..il1Jiat.ional IncoreaJl.:i;f}. Percen'hages 

_'..,929-32 lSl"?..?.:-_14 19.~ 

France: - 16 - 14 - 27 
Germa..~: - 39 + 13 - 31 

See 1~agp.e c.£: .Nat~oAs., WorJA..,Econqmic Su:t"'tley. 19~!)/36, pp. 104-5~ 

2 League of l'fat i..91l§ .. , World EC.Q..no}l1.ic Stg;y'ey, 19'1S/-=S9:J PI'. 26-37<-
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F:ranoe~3 

The comparatively late s-'Gar"b of the Depression in Fra:n.oe 

had made her position anything but eooie1:6 It couJ 0. be s1.1ggested 

that it was the economi.c ~onditions in France which irJ. faot y'{are to 

be the Ul'lderlyillg causes of the weakened French position~, which in 

tuxn explailw why , despite her continuing apprehension51 France! s 

attitude towards the militant polioies :pu:t'Sued by Nazi Ge:cmany became 

more conciliatory than had generally been the case du::cing the Weimar 

RepublicQ As far as commercial policies were concerned.however, 

France showed for some t:ime oonsiderable .fighting spirit ~ 

In the field of trade relations, the most obv~ous 

consequence o.f the Depression was perhaps that the most-£avoured­

nation tr~atmen"G, as la.id down in the F:ca:nco-Ge:rman Commercial 

.Agreement of 1927'i became more. and more insignificarrt , although it 

was never officially abandoned. Before Hitler "book over in Gem~, 

the foundation for a, Ge:cman :policy of foreign exchange oontrol was 

already laid down, although the high degree of so:phisticatipn of the 

control meohanism in :foreign trade which developed after 1933 beoame 

rather unique.4 On the other hand, in 1931 F:r:anoe returned to hex 

old-fashioned ~rotective praotices which she extended in many ways. 

In comparison wiJl.ih Ge:crila.ny, there was 11 ttle w..ifo::oni ty in the 

Frenoh restrictions on foreign trade but neve~heless, the working 

of her quota sys"tem e.ff:ectively rese:L--ved the French market for home 

industries, which would not have been achieved to the same extent 

by protective tarif.fs alone. 

In both countries the introduction of increasil~ state 

control in foreign trade was at first regarded as a temporary 

expedient., In Fra..."1.ce, however, the question of' £rae-trade vawus 

protection never gained great importance. ?£otectionism was 

regarded on the whole as favou:r-able to both ag:cicultuxe, and industIY~ 

T~ua in the French case the proteotiv6 policy of the 1930's was due 

to a cha.Y!ge i.11. mental attitude to a muoh lesser extent "than was the 

case in Germany;; In b::cie:f, the restrictive devices of bo·th C01J.llt:ries 

3 See Appandix"A j III. 

4 M. Wolfe, The. Development of Nazi Moneta:r:y Policy, ~.,E!:q., vol. 15, 
1955, pp. 392-402. 



- 151 -

as far as foreign trade was concerned moved in much the same 

direction~ in a lllanne!' hardly conducive to bringing them closer 

together. Self=sufficiency rather than specialisation was the 

prevailing aim. International trade and the Franco-German trade 

developed on similar lines. Despite the striving for exports, 
, 5 

trade relations greatly deteriorated. Even the later 

devaluation of the franc did not cr.48llge France Is passive balance 

either in her trade wi th Germany or in that with the rest of the 

world and the French export trade was over-}J:ropvrtionately 
6 contracted.s The Agreement between France and Germany of 

DAcember, 1932 supplementary to the 1927 COImllercial Agreement, 

had permitted both sides to raise practically all tari:ffs 

tmi.laterally. This, however, implied the right of p,ach side to 
take retaliatory measures j.n the e"vent of negotiations for a 

cOIhproru.:tse provJ.ng lmsuccessfru. On January 17th, 1934, France 

renounced the Agreemen'hs with e:f'fect from April 20th, 1934" 

The French renouoement of the Treaty was based on the 

argumen-t that Germany had restricted imports from France while 

negotiations were still in progresR. The ye;xrs 1933-34 were a. 

period o=f rela"!:ii ve1y aggressive French trade policy t where an 

attempt was made to use the quota system as an instrument of 

reciprocity. However, it was soon a:fterwards realised that 

France herself was seriously affected when applying a too rigid 

quota policy. In particular the French 'textile industry was to 

au:ffer from the initial fai1u:re to reaoh a new agreement. A 

new working arrangemen·t was no·t found before July and it came 

into force on AuglJ.st 1st, 1934.,7 

5 Eoonom~..@t1 June lOth, :1.933, p~ 5 

6 ,;Percentage Share of France and Germany in the Total Export and 

~port Trade of the World 

Import~ Exports 

1~~ ~ 19~2 1m ~922. ~ 12:& 1227. 
France 6.4 7.9 9~O 6,,2 6"~O 6.:; 6~2 3.7 
Germany 9 ~O 7 ~ 7 8.0 8 .. 1 9.7 12.J. 9.9 9.4 
Statistical Yearbook of the League of Nations, 1938/39, Table 119. 

Ecoll0mis~1 AugusJG 4tl19 1934, po 219~ 

Cho Bettellieimf, L~Econ,..o~e Allemande Sous 1e Nazisme t Un Aspect 

.9£Lla. D~cadenoe du P~pitaJ.:..sm~, Paris? 19~6, p. 241. 

~ ••• e:footnote 7/ 
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However;; such events proved to be the exception ra"l:;her 

than the rule. In general~ both sides were very anx:ious oU'l; of 

self-interest to make if necessa:ry'l some fresh arra:n.€,c1J1ents foX' 

immediately regulating their commercial rela-bions~ The French 

quota system. normally wo:r:ked compara..tively weIlli' since decrees 

establishing quotas were gene:rally not :imposed before nbgotiations 

between F-..cench and Gannan representatives had taken 1'1aoe o In 

most cases it was possible to oome to some arrangement. Such quotas, 

whioh were accepted in these unofficial discussions and later given 

effect in official deorees, were called JJbilateralH or 1Ji'riendlyH 

quotas f as opposed to UunilateralU or _ f1 autonomoua lt quotas whioh had 

been fixed without such prior consent. It shot!~d be emphasized, 

however, -bhat the so-oalled Iti':ciendly" quota ia a rather misleading 

term 11 In most cases suoh quotas were aocepted under the threat of: 

a more rigoro'us U11.i.lateral quo-ha policy. 8 

The Franoo-German Hquota quarrelu9 became one OI the main 

obstaoles in the attempts to reach a ne~' trade agreeme:lt. This was 

not aohieved before July, 1937.. 111. the meanwhile various provisional 

agreements were oonoluded after whaJG were quite often long and 

difficult negotiations. 

The.Franco~Ge~ transfer and commercial agreement of 

July 28"bh, 1934, which was oasioally a clearing ag:r:eement, was at 

i'i:rst only ooncluded fo!? the period August - December, although it 

was prolonged by other provisional agreements. Thus clearing 

continued 1ll1til the coming i..l1to force of the tmde ag-.ceement o.f 

July, 1937. 

The exchange clearing system involved many problems. IO 

The main diffioulty in Franco ... Ge:rrna.n trade relations arose out of 

the credit balance in favo~ of' Gemany, whioh amotUlted to more than 

300 million franos in the first half of 1934. The clearing agTeement 

7 ~cpnomist, January 27th, 1934, Pe 173~ 
Economist, June 23rd, 19349 p. 1373~ 

.Jl!conpmist!" August 4th~ 1934, pp. 220-1. 

8 Haight 9 opo cit., p. 169 

9 Economist., January 20th:l 1934, p. 111e 

-----------<-........... ---. 

10 ~aonomis·b., lIl!a.y 16th, 1936 i Bo.Jiking Supp1em0n·G j pp" 11-12. 
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provided for the payment of the commercial debts between these two 

oountries to be made, through -the Reiohsba..'YJk in Ge:rroany and in F:t'a.'l1.oe 

at the Offioe F..!'~Q..Q-A1lemand, which beoame attaohed to the Pa:l?is 

Chan1'be:c of Comme:co e 0 Thus Frenoh and Gexman importe:rB had i;o :make 

their payments in fra:."lcs and Re:i.chsmarks respeotiye~r" fu1?ther9 

out of the total amount paid to the .9!Uce Francco"..>Al.:lemalW" "by the 

importers of Gexman goods~ an amount of 15.75 pe~ oent of the mone.r 

colleoted was oredited ever,y day to a special account opened for 

the Reiohsbank. in the books of the ..91f,ioe :H:,rango-.Allemanq. This 

special accotuTb was opened in oxder to payoff cerhainGexman debts. 

IT! pari, the sum accruing in this aocount was to be used for the 

payment of' the OOUpOl1.B of the DaVIes bonds and the Young bonds and 

other debts, notably the interest on Standstill oredi ts, 1vhile the 

rest remained at the disposel of the Reichsbank. This meant, 

however, that French importo of Gexma..l1 goods had oonsiderably to 

exceed French exporls into Gemany41 This was in genexaJ. the case .. 

However, in the first phase of the working of' this agreement, durl.l1g 

August w Deoe.mbex9 19341 a French ~~port surplus ocourred, reduoing 

the aforementioned Frenoh imporli. surpltw of 300 million francs 

d1.U'ing the £irs"1i six months to 237 million f'ranos for the whole of 

1934. Since the olearing was based on the existence of a French 

import surplus, vaxious problems arose from the very beginning and 

perpetual adjustments had to be mails. This was the reason why the 

agreement, when being prolonged at the end of 1934, was amended ill 

various respects. For instance~ provision was made for the creation 

of a pe~anent mixed oammissio~ whioh had the function of 

supervising the developnent in Franco-Ge:rm.an trade, and provision 

was also made for the relaxation of French :im:porls quotas fOT: Ge:anan 

goods, i"1 o:rder to regain a sufficien"li French import surplus and to 

i'acilitate the settlell1en"b of outstanding German debts. 

The signif'icance of' such agreements can be summarized as 

follows. They were concluded for a short period of seve~al months 

only, in order to adjust the ra.ther olumsy working of' the clearing 

system to ohanges in trade occu:cring in the meantime. Both sides 

made a few ooncessiol1B ~n the quotas conce:rned f but no comprehensive 

settlement of the obstaoles -bo trade uas reached at this stage. On 

one hand the henah exporters had a guarantee of payment for their 

goods ~ on the othe:-c F:!:ench imporiem lost the advantage of paJ'-ing 
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for Gennan goods 17iJGh Hblocked marks". They had to malee their 

pa;yments in accordanoe with the average exchange rate on the Berlin 

market, while the prospeots for ll1c~easing ~£enoh exports into 

G 1 - "t .. 11 e:r.'.1nallY were J.lI1~ ea. ~ 

'A new round of Franoo-Ge~an commeroial negotiaiionB 

started after the Saar Plebiscite of Jan~ 13th, 1935. On January 

21st, 1935, they began in Berlin and were oontinued in Paris on, 

FebruaJ:.'y' 9th. The main problems involved were those of Franco...saar 

-trade and Gel:'man-Saar trade during the intermediary period. Of 

particular impo~--tance 'Was the question of arranging for Jehe ent:cy 

of Saax ooal into Franoe, Franco-Lorraine ore into -the Saa!! and 

French food produots into the Saar. Furthe~ore, a revision of 

the agreement of July 28th, 1934 had to be envisaged, espeoially 

with regard to a further perfection of the olearing system inoluding 

a revision of quota lists and the ftu~her reduction of French expo~s 

to Ge~any, in order to £aoilitate GeDman debt payments. Thtw no 

real improvements in oommercial relatiolls as such was to be achieved,) 

NeveJ::'theless, the envisaged fu:rther perfeotion of the clearing 

arrangements ensured that the best would be done under the given 

circumstances. A very promising sign for instanoe, was the increasing 

readiness of French banks to extend their oredits in the oase of 

outstanding Gexmall cornmeroj-al debts. 12 

Neverthelees negotiations d~agged along with varying 

suocess.. The olearing system was oontinued and only by l'iIay, 1937 g 

was general agreement reached,for a new settle.ma~t. A oomprru~ensive 

deal Vias made with the Franeo-Germal1. commeroial and financial 

agreements signed in Paris on July 10th, 1937, by the French Foreign 

Minister, M. Delbos, and the Gex.man Ambassador~ Count VO~ Welczeok~13 
The clearing system was abolished and the bilateral most-favoured­

nation txeatment and mutual tariff reduotions were applied. This 

bilateral ag:ceement was a return to "noxmarJ trade relations. Thus 

11 ~conomist, Av~t 4th, 1934, pp~ 220-1~_ 
Ecqnomist, December 8th, 1934, Pp. 1090-1. 

~oonomist, June 29th, 1935~ p. 1482. 

12 Economist, January 26th9 1935, p. 177. 

13 KeesingiS1 1931, 2656 D. 
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previously blocked channels in tx-ade :relations between France and 

Ge:tm~ were opened up again. This did not meanS' however ~ the 

liberalisation o£ trade as sucho Nevertheless, the Fr9nch ~tuota 

polioy a..1'ld the Ge:cma.:n .fore:1.gn exchange oontrol were brought into 

acoordanee and the exchange of goods and servioes was no longe:r 

subject to olearing polioies although it ~emained restricted in its 

scope. The conolusion of this agreement came about only ai"te:r two 

years of preliminar,y negotiations. The times preoeding it had 

rev-ealed howeve):, to both sides, the importanoe of a nomalisation 

in theireomme:rcial relations. France depended largely on Geman 

ooal and manufactured goods. On the other hand, Ge:cmany was 

particularly in great need of certain :raw materials. Thecordial 

telegrams exohanged between the French Minister of Commerce, Chapsal, 

and the German 1lIinister of Econoreio .A££ai:rs, Sohacht, on the oooasion 

of the signing of the Ag~eement, indioated that both sides saw in 

this a new beginning ~~ their economic relations.14 

14 Sohultess., vol. 78, 1937, p. 110. 
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1~ FRA.NCE AS A COLONIAL POWER. 

Both the genes is of the vas t French C olomal Empire 

after 1870 and France's colonial"policies o~ the interwar period 

were either directly or indirectly influenced by Franco-German 

antagonisIrl,g 

In the course of World War One colonial consciousness 

had revived. very strongly in France 9 and dur-ing the interwm ... 

period there was a great tendency to speak of the II invaluable It role 

that_ the French ColO:."1.ial Empire might play in the years to come~ 

Post-war Germany still had a population outnumbering that of France 

by hlOre than 20 millions. Thus the French tlsecurity complexlf had 

a direct bearing upon the vision of: a tlGreater Franceu comprising 

not 40 million people but more than 100 millions, which was 

propagated as if it were reality.l Numerous efforts were made to 

explore the economic rotentials of the colonies2 
and very ambitioUs 

programmes were formulated. In particular the Association 

Nationale. d 'IExpansion Economiqu~ vehemently demanded the formation 

of a self-su.fficient economic bloc comprising the whole o£ the 

French Empire. It was urged. 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 French industry. 

The impact of the ucolonial questiontt on Franco-German 

relations between the two World Wars can only be fully understood 

when taking into account the pre-war developments. In pre-war 

times, neither France nor Germany had made any great effort to 

promote economic growth in their colonies, although it must be 

emphasised thB~~ j_n many respects the limited potential did not 

warrant large..-s-aale investments in these areas. This quite of'ten 

tended to he overlooked in post-war Germany j even though 

u • ••• Germany, her poor la.nds notwithstanding, made her colonies 

more productive than did France. u3 

The importance of a colonial empire as an econ-amic 

~ 
H~ ~auser, Greater France, .!..A., vol .. 2, 1923-24~ pp. 211-29 .. 

2 i.e. French Colonies, Protectorates and Mandated Territories. 

3 S.H4" Roberts, The History of" French Colonial Policy, 1870-1925, 

Hew impression, Landon, 1963, p. 665. 
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oomplement to the motherland depends both on the resources available 

and the state of eoonomio development. The degree of: economic 

progress in a colonial empire depenc1s considerably on Fl· l1ationt s 

dete:r.mination to engage j.-fJself in systematio colonisation... .As 

regards Francels :polic~Yf the predominant role played by Cle:menceau, 

the Uembittered foeu4 of' French oolonial expansion9 has -Go be tal~en 
into aocount. Like many other Frenchmen, he saw in oolonial 

expansion a hindrance to the nation f s economic adva;ncement, which 

in any case could not keep pace with the economic gxowth experienced 

by pre-World War One Ge:cmany.. Clemenoeau thus emphasized fl •••• 

France's need for using all her strength and all her resottrces to 

build up -chs power o.f the Frenoh Republic wi thin the limits ot: 
Franoe.,,5 

On the other hand~ there were always strong cuxrents of 

opinion in £avo'Ltc of oolonisation, which was quite often not only, 

regarded as inevitable btlt also profitable and strengthening to the 

lle .. tiong The ques'liion of whether a oolonial empire wad a Uwasting 

asset" or not, remained a oontroversial issue in France even up to 
the end of the Algerian War in 1962. The .faot is that despite 

conflic'hing opinions the Frenoh Empire expanded its ter:t.'1:lioxy from 

one million sqLuare kilometres in 1870 to eight and a half million 

squaxe kilometres in 1914.6 

After 1871, Gennany was at fi:cst in favour of' Frenoh 

colonial advanoement, as a usafety-valvefJ for the latterJs national 

ambitions after the loss of Alsace-Loxraine. Gennany also viewed 

French expansionist polioies in Afrioa as providing a possible 

4 lbidtl1 P. 23. 

5 H.M. Hyndman1 Clemenoea.'~, The 1JIan and His Time, London, 1919 II p. 234. 

6 
A really COl1..structive interest in colonisation can be found in 

France as .from perhaps 1890. France could not compete with the 

soientifio side of Ge:cmaTl oolonisation$ while welfare C02J.Siderations 

for the natives gained g~ound earlier in ~£ench oolonies -than in 

Gennan, where a. .fundamental change came about only ~1I'ith the 

ap:pointmeJ;lt of Bernhard Dernburg as Head of the Reich Colonial Office 

in 1907. - Roberts, op. cito, pp~ 8-31 and 666-70 
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means of" exploiti.ng rival .Anglo-Frenoh interests therea although 

with the oonclusion of the Enteu,te Cordi~le of 1904, such ambitions 

were to boomerang back onto Gennany., By this t1me Ge:r:Dl..2l1-Y l1ad beoome 

increa..Qll1gly suspicious o:f French colonial polioies and the Franoo­

German !tduel" on the diplomatio soene over Morocco, culmi:natir--€, in 

the Gennan uPanther-leap" to Agadir in 1911, revealed tnat French 

expansionism had reaohed a stage where Germany was openly hostile 

to the fo~er.s ambitiotw drive. 

While Ge:rmal1Y had hoped to divert French inter.ests from 

the Rhine to Africa, Fra,n.3e never fully abandoned her claim to the 

Uretu:r-ntt of Alsaoe-Lo:r:3."aine, €Ven when apparently resigning herself 

to existing conditions.7 Time was to .fa;vour France, since post­

BisIDaJ.':ckian Germany Me1 succeeded only too well in isolating hersel.f 

in world politics and her imperialistic drive was to fail, ending 

in the Ve~sailles Peace Settlement.8 

As .from 1919, new issues such as reparations aros e, which 

were to overshadow the colonial que6tion~ but the latter remained 

a latent souroe of 1,1lleasiness after Gerraw.yls loss of hex colonies. 

Francels policy of security led her to respond to the tense 

antagonism of -che immediate pos'b-World Wax One time~ by taking steps 

to revise her attitude towards her colonies in an effort to improve 

her position in the face of the potential economic strength of 

Gel.'lIlany. I-h will be seen later that no drastic changes came about9 

due to a lack of consistency in French interwar policies, 811d even 

the increase in her colonial trade during the times of the 

Depression, was to have no decisive impact on UsystematicH 

colonisation~ In any case j immediately after World War One~ France 

realised that reconstruction of devastated areas had to teke prioxity 

over her ambitions in the colonial sphere. 

However in 1921, the Minister of Colonies, Albert Sar.r:au1~"J 

put .fo:r:ward a project to develop tIle Frenoh Colonial 1!tapire systena-r.icall] t. 9 

7 Lichtenberger, op. cit., pp. 7--9. 
8 Fischer, OP9 cit., pp. 3-49. 

-----------.~~~-------- ....... ~ ..... -....- .... 

9 i.e. JJProjet de 10i portant :fixation d1ull prog.ram:me general de 

mise en valeur des oolonies frangaises. fJ 

PP. 26-9 9 quoted from po 26, note 1. 
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This was the .first decisi va gove:rnmental attempt in Frenoh oolonial 

history towards a. planned development of: those axeas • It was in 

pa:rtioular Poincar~ who stood behind such plans, which waX'e of" a, 

oomplementaxy £unction to the French Continental policy, especially 

as far as Gexmany was concexned Q 

The application of auch plans did not in fact chaxlgG 

French pre-war colonial polioies in any essential way. In man;y­

cases, France had followed a policy of assimilation, not only in 

the cultural 8.nd po Ii tical spheres, but also as ;far as ctlstoms 

tari££s were concerned. SuCh assimilation polioies did little, 

if anything, to develop her colonies eoonomioally. In 19]4, o111y 

8.8 per cent of Frenoh foreign investments was plaoed in her own 

oolonies .10 Fuxther, the French Empi1:e with oertain exoeptions, 

was unprofi tab:!.e as a purely business adventure. Thus French 

capital by and large 9 was not a-ttracted by investment prospeots in 

her own colonies, while for part~ political reasons French 

investments were direoted to count:cies such as Russia, where they 

amounted to nearly three times those in he:c oolonies. Thus the 

economic basis for ~ re-orientation was largely missing1 and this 

again revealed the dilemma of pos"b-war French polioies, where too 

often wishful thinking :replaoed sound eoonomic considerations. 

On the other hand, it should be emphasized that there.was some 

pO'bential in many parts of the French C olomal :Empire. To develop 

this :potential, pos-t-Tlro:" France 1l0uld quite often have had to sta:-ct from 

tlle bottom; even 'G~le basic pre-requisites for ambitious development plans 

were in most cases lacking, thus mruting itdiffioultto att~act private 

el'lterprise. 

Notwi ths-handing this underdeveloped state of affairs, the 

Frenoh overseas possessions we:re to ;t'oughly double their sha:r:e in 

France's foreign trade during the 1930ls, since the Depression 

serio1.wly affected her t:rade with the outside world. 

The trade of me-hropolitan France with her overseas 

-territo:cies, including Algeria, developed as follows:11 

10 Clough and.Cole, OJ? cit., PP. 658-9. 
Cobban, 01'. cit., p~ 72. 

• •••• footnote 11/ 
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TABIE -...! 
(Percentage of total Frenoh 

Special Trade.) 

Imports into 
_ ..... Fr?Jlce _ 

9.1 
11.4 

20.9 

28.5 

27.1 

Exports fxom 
_,...,,;F __ r;;.;an.~ 

14 .. 1 

15.6 
31.5 
33.3 
27.4 

The event of the Depression had a direot bearing upon traditional 

French protectionismv aiming a-b an optimum degree of self-sufficiency. 

The over-p:roportionate contraction of exporls as oompared with 

imports as fram 1929~ made it inoxeaBing~ diffioult for France 

to pay for h9r impoxts 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, 

espeoially in the years 1931-36, had an almost all-embracing impaot 

on Franoe's foreig-n trade. Txade within the :Elnpue was vigorously 

stimulated by direot assistanoe given to colonial produoexa in the 

fom of" su.bsidies. The trade within the .pire was further 

protec-t;,ed by discriminatory oustoms barriers, which were built up 

against products from outside that "imperial economio blocH. This 

oompensated to a certain extent fox the loss of m~kets in foreign 

countries and resulted in the substitution of colonial pxoducts fox 

nttme:cous foreign :products~12 

vThen leaving the 1f abnoxmalJJ state of affairs of the 1930 f D 

aside, it oan be seen that Fxanceis trade with her overseas 

possessions as a whole was similar in dimension to her trade witn 

GBrmanyo Since Algeria had been treatec1~ as an integral :part of 

the motherland after World War One, i-b seems advisable to treat 

her separately when estimating here the importance of the Colonial 

Empi:re~ In exoluding Algeria's relatively important position, 

11 Haight, op_ cit· 9 p. 263. 

12 Clough, 01'. eita, Pl?- 327'7'30. 
Haight, 01'. cit", pp~ 245-6. 
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it becomes evident that the Frenoh ove~eas ter.ritories p1alfed 

only a minor role in French foreig'll tracle&> 13 

The Colonial Economio Conferenoe - the Bo;..called IlFrenoh 

Ottawa" - was a spectacula:r event, opened in the presence of 

President' Lebrun on December 3~d, 1934. Acoording to i/I.. Rollin, 

the Minister of Col0111es, the main objective of this Conference 

was to aohieve greater economio unity between France and her 

overseas ]OBsessions.14 Suoh a unity was never really achieved, 

in spite of som.e l:iJnited Hsystematioll deV'elopnent policy. 15 

13 Francels trade with Algeria and the rest of her Empire in 

relation to total ~£ench trade. (milliard franos). 

Imporis into Exports from 
FJ:'anoe France 

l2.?!l 12J.5. l2.?!l 19.3.5. ' 
Algeria 2.99 2.31 4-$50 2.58 

Tunis 0.70 0.46 1.01 0.57 
West and Central 
Afriaa 0.91 0.66 O~68 0.28 

Indo...china 0.69 0.57 1.01 0.44 
Madagascar 0.37 0.21 0.41 0.18 

Morocco 0.50 0.38 1.29 0.42 

Syria 0.07 0.02 0.18 0.09 

Total 58.22 20.95 50.14 . 15.47 

See table in .~ticle "France's Colonial Mar.ketstl
, Ec~nom.i.st, 

June 13th, 1936. 
League of ~l~..Q..na, .Review of World Trade? 1936, p. 220 

14 In a rather misleading way, La Tem@. commented on this Conference 

as follows: "This does not mean "chat we intend to crea-te a~ olosed 

and self-suffioient eoonomic unit. This Greatel:' Franoe that we 

have in mind has no intention of isolating herself economical~Y 

from the rest of the world. On the contrary, we hope -that we 

may be able to lower the tariffs and quotas that impede 

inteJ!!lational trade C~ a basi~ of reciprocal oonoessions"," 

(my emPhasis.) ~ee~in~ 1934, 1463 c. 

15 Economist, JUl~e 13th, 1936, p~ 594. 
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AI though it revealed the conflicting interests of the 

various parts of the Colonial Enpire, this Conferenoe illust:rates 

the importance France attached to her Empire since at this time, 

the latter was France's biggest trading partner. Durl~~ these 

years of Aepression 9 the particLllar importance to France of her 

colonial markets can be seen in that, while the export indnstries 

of the manufactLlring seotor suffered most severely at this time, 

manufactured goods foxmed 60 per cent of France's exports to her 

overseas possessions. The considerable increase in the Empire's 

share in Francels total trade ShOLUd not conceal the fact that 

French colonial trade contrac'l:ied by more than two-fi£ths 1 although 

it contracted less ~~an did total French trade. Despite her 

Colonial Empire, Franoals total trade contracted along similar lines 

as did that of Ge:r:menY3. The folloWLYJ.g table illustrates these 

trends t expressed in terms of gold ·7alue.16 

TABLE II 

:Qevelopments in Fo:reig!l TJ:ade 

1929=100 

1. Franoe's Trade with Empi~e 

2. France's Total Trade 

3. Germa:n;rfs Total Trade 

L[Qprts 

56411 

39.5 
31.4 

Exports 

50.5 
27.9 
35.4 

Franoe was faced with a dilemma. On the one hand, she recognized 

the growing impoJ.-rGance of her Emp:i.:r:e as a trading partner and qui te 

often oveJ. .... emphasized the role of her overseas te.1.Ti to:cies when 

maintaining that they compensated her to a very large erlen"b for 

losses caus ed by the Dep:ression and tha.t they were above all the 

pre-requisi te fOl: France's posi tio11 as a JJGreat Power". On the 

other hand, the Frenoh Government found it ino:reasingly diffioult 

to refute Germruvt s demands for the retuxn of her former colonies 9 

since these demanc1s were made on similar grounds o In fact, Germany 

was from an economic point of view in a far better positi0J.1 than 

was France to claim that her state of industrialisation was highly 

oomplementary to most food-stuff- and raw material-producing areas~ 

---, ----&..--_--
16 l@g:.gue of Natio,m" l\eyiew of Wo:rld ~;!;:adilt 1936 ~ :p~ 22 and 26. 



HoweveriJ it will be seen that even without beil'lg in possession of 

a..11J" colonies ,Gennany successfully pursued some kind of semi-colonial 

polioy in her trade relations with va:riOllS v.:nderdevelo:ped cou;p.txies, 

thus compensating -hersel.f. in her own we:gs for thed~_..i1-1X:~ nOll.­

existent ,colonies. In defending their own coloniali8m1 the French 

could hence argue that the Geman olaim to her £ODnEre colonies was 

only a pretext for furlher expansionism, which threatened world 

peaoe. 

During the Dep:cession, Franoe! s iixade with her colonies 

became proportio!W>tely similar to that of. Gexmany with both Latin 

Amexica and South-Easter.n Europe together~17 Nevertheless, despite 

the various attempts to overcome the economio baokwaxdness of the 

F:rench colonies Ii ttle had been achieved and this was brought home 

to F-.cance dtU1.ng World Wa"t- Two, when the colonies were out off fxom 

the mother C01IDiiryif Generally s.lJeeJ~i.11g, France had as little 

inte~est in industrialising her ove~seas possessions as had Ger.many 

when inoreasing her penetration into South-Eastern Europe. It 

should be mentioned, howevex i that in 1939 the claims for colonies 

by both Italy and Gexma~ induced the French Government to take some 

definite steps towards a more systematic development policy. There 

was, fox- instanc8r; the French National Economic CotUlcil that was 

going to prepare a plan for produotion in F'-.canoe and the colonies 

with a view to regulattng oolonial trade in such a way as to 

increase Fral1.ce 1s self-suffioiency, especially in foodstu.ffs, and 

17 Txade Bloqs, 

(As percentages of" Fxance' s and Ge:rmanyt s 
txade respective~)l 

Franoe: 

a) Ge:r.many: 

b) G el.'1llat.W: 

a+b 

Empire 
2 Balkans 

Latin 
America 

1) Frontiers of 1937. 

Imnorts from 13100 ~;J2Q,:r.:ts_tQ.. ... BJpQ. 

1.29.. 19":)8, 1.29.. 193t! 

12 . 27 19 27 Q 5 

405 12 5 13 

16 
28 

8 

13 

2) Bulgaria, Greece, Hu:ngary, Rumania, ~key and Yugoslavia. 

Sou:t:"ce:: ~e;y:SI 1939 .. 1946, The WoxlJ. in Ma:::,c:1. 1939~ p. 486. 

l!.ElaggB of l'1aM&..~, World :EloonQl1l),o Survey, 1938/39, po 186 3 



- 164 -

better to COMo~ate F~enoh and oolonial Botivitiesb This was in 

line with earlier polioies, but it indioates, however, how little 

had been aohieved l.:tp to 1939. 18 

Fu:r:thermore~ it can be shown that before the Depression, 

France ha'd been, despite her colonies, approximately as equally 

dependent on imports of foodstt1f£s and raw materials as hau been 
Gel.'lllany.19 

Imports of FOQdstutfs _B)ld Rqw Ma]erlals 

Per Head of Population (in £ at gold :pa:rity in 1929) 

1922 
Germany 8.7 
Franoe (with oolonies) 9.6 

In the J.930fs, both France and Germarw inc~easingly pursued. 

a p;:>lioy of tJself-suffioiency" and Hautarkyl1 respeotively to make ' 

their dependenoe on imports more Jttolerableu
• Even so, they 

succeeded to a limited extent only. Ironically enough, Franoe as 

a colonial Power succeeded less he:ce than did Germ~, which was 

large~ due to the latter's more systematic and-more £arwgoing 

application of eta-be cont:rol over foreign trade. Their deg:ree of' 

external dependence (measured by the value of: their :imports of 

merohandise shown as a peroentage of national income) was in the 

late 1930. s in the region of 12 per cent for France and 8 pex cent 
20 for Germany. 

This dislocation experienced during the 1930's 111 foreign 

trade can be illustrated by referrillg to Algeria. Thexe was hardly 

any prospect of this French possession, although an important trading ~~ 

partner of France, be~~ substituted for Gexroan,y after Franco~Ge~an 

trade, having contracted dtl.l:ing the Depression, continued its 

downward trend notwithstanding recovel.~ in Gexma:ny. NevertheleBs 

as from 1933, Algeria expo:rted considerably more to hanoe than dic1 

Gemany. Th:r!oughout the 1920's, Franoe had imported about twice as 

h f G f A'~· 21 T~' F h d t f mue rom exmany- as rom "-"""'6er~a. uUS :canoe a soon 0 ace 

18 Economist, Februar-y 4th, 1939, p. 245. 

19 ECQnom~, April 18th, 1936. p. 119~ 
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heavy oompetition from he.'t' ove~eas territories (oonour:t'ence imperia.le) 

and she had to xealise that the promotion of oolonial trade tllX"'tled 

out to be a mixed blessing. For instanoe, the influential lobby 

of Frenoh agrioultuxal pl:Oduoel?s was often up in arms over this 

competition and it caused serious problems in home politics.22 

Thus the French. euphoric drive for self-suffioienoy became 

more and more detached from reality. It llaS been seen that this 

was m many ways applioa.ble to Germany as well. In foodstuf"fa, 

both oountries reaChed a self-sufficienoy level ·0£ about four-fifths 

whioh is in this context of seeont~~J,."Y importanoe, smoe the crucial 

point is that France was by virtue of her ecorJ.omio ubloou simply 

unable to make her eoonomy complementaJ:.'Y to those of her oolonies, 

as Garmany was largely able to do as far a"s her own eoonomic flbloc" 

was oonoel.'ned~ Agail'l, the case of A1g~ia can illustrate this when 

faoed with the virtually unsolvable problem of making Algerian wh~tf 

wine and iron-oxe complementary, as far as the French home market was 

concerned. Further, even when neglecting Frenoh proteotionism, the 

question remains of how, assuming no bad harvests, haines would have 

been able to absorb the amount of wheat that the :Balkans were of'f"ering 

in their export trade. 

It would be wrong to assume that the reduced level of 

Fl.'Bllco...Gem.an trade affected all c~mmodities in the same way. 

German coal exports were in the 19301s sometimes even higher than 

in the 1920's. This was lax'gely due to the fact that France had 

to mport coal arraway, and in quota agreements it was Genna:ny who 

was anxious to o£fer one of her few surplus raw materials. The 

German foreign tr&le was ~eady by 1934 in the main based on a 

strictly bilateral basis .. HKaufe bei Deinem Kunden". (Purchase 

in the OOlmtry of you:c oustomer). . 'The Gel.'tna.n market demand for 

~w materials doubled fxom 1933-37. Despite various e££orts 

towards greater autarky, she was greatly dependent upon imports oi 

raw materials. The German steel :production more than trebled in 

those years. Thus the resulting inoreased demand for iron-ore, 

20 Su:r:vev, 1939-1946, The World in Maroh 1939, p_ 48;. .. . 

21 Haight, op. cit., Table VIII, p. 122; Table XII, p. 196. 

22 0.3. GignO'l.tt, L~Economie Fr§Jl9aise entre les deux Guer;ce.s, 

Paris, 1942, pp. 188 ff. 
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pig-iron, etc. was responsible for a rapid reoovery :in the export 

of such items f'rom Franoe and her North Afrioa~t:l :POssessions~ This 

also applied to raw materials in general j including com~odities 

like fruit and winso She was even able to increase har share on 

the German market at -the expense of the United States and. Britain. 23 

In fact, there was at times no less tension ariEil~ out 

of Franoe 1 s commercial involvement in her oolonies than generally 

arose between Franoe and Gemany in their trade rela-bions. 

23 Kroll, op. oi·c., pp. 703 ff. 
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20 THE GERMAN CLAIM TO COIDNIES 

The two French Mandates, the eastern half o~ Togoland 

and most of' the Cameroons, were eoonomically not very important 

and 1..11 the second half' of' the interwar period France showed signs 

of' being willing to consider a revision o~ their status in f'avol.tt' 

of Germany, if' in return the latter was prepared to make 

concessions as far as effective guarantees of France's security 

were concerned. Thus a:l:i t:i.mes France was prepared to meet the 

German claim to colonies and ~o regard these as some kind of 

barter objecto 

When. G'ermany called for the return of her former 

oolonies, she based her claim upon the economically disadvantageous 

posi ticn she held in comparison with other oolonial Powers, such 

as France 7 £iince she maintained she had been depr:Lved of her free 

and unhampered access to 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 

oolonial empire and whether she would have been much better off 

if she had taken over her ~ormer coloi.ues again. 

Hence it seems necessa~y to compare fro~ a purely economic 

point of view the positions of France and Germany as regards their 

actual and potential colonial possessions respectively. While we 

are concerned here with the interbellum period, and while GermanyJ s 

time as a colonial Power came to an end before our period, this 

comparison must deal wi-/jh Germany' s actual. coloniaJ. power status 

as well. Thus th.i.s time lag must be borne in mind when drawing 

any conclusions. Further~ it Ilr.J.St be taken into consideration 

that France was an old-eotablished colonial Power 9 whereas Germany 

was a latecomer in the field of colonisation. Neither of the 

Colonial Empires were developed to their :full potential and here 

again developreent has tc be seen as a function of time. Keeping 

this in mind, a comparison will revee..l some general :features in 

the roles of the colon;#8s as far as these two countries were 

concerned. 

The French ColOnial Empire was, both in population and 

area? ro'tl.ghly spea"ting :four times bigger -than ·~'1:tat of Germanyc 

In. comparison w:t th France is overseas possessions the German 

colonies played an even less important role in Germany I s :foreign. 
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trade. In 1910, imports from her colonies amounted to only 

0 0 54 per cent of her total imports and their percentage Share in 

her export trade was 0 0 730 This and the lm-ge excess of 

expenditure over revenue in these terri toties can, of' course J to 

a certain extent be attributed to the comparatively Short duration 

of colonial ruleo1 Eoth Colonial Empires, after a further stage 

of economic development~ might have become muoh more important to 

their mother countries $I deapi te the fact that in many respects the 

trade beiiween two advanced countries such aE,; Frdllce and Germany 

of:eered greate-r potential :for expansionCl 

In a period of growir.g discrimination in tariff policies 

as were the 1930 is? the role of colonial empires changed to a very 

large extent" It is true that Fr9nce was in a more :favourable 

position in so :far as she found it easier to exchange goods wi.thin 

her own cu~rency circle I) This world of exChange restriction~ 

between the various economic blocs was, however, regarded as an 

expedient which was in due course to be abandoned. 

The arguments between the "havasu Bnd the uhave-nots" 

were not pri:narily econO!Jlic and could not be settled by logic 

alone. Germany fel"t herself to be within her rights to ask :for 

the return. of her former colonies f on the gro'Wlds that if' the 

reasons put forward sa a:t'gurrl.eniis for declaring her incapable as a 

colcm.ising 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 Germans in the Ci-by of Paris. On the other 

hand, France had good r13ason to believe that Germany, once in 

possess~on of her former colOnies, would demand more and would 

aim. at establishing a German tfMiddle Afrioa", which would have 

included large stretches of French Central Mrica. The arguments 

for and agair.LSt the need :for colonies as a means o:f absorbing 

If surplus savings", if surplus population" and trade j which however 

did not always follow the :flag, cannot be traced back he~e. In 

the 1930 IS th:ls was not of great importance. What did remain 

---------------------------------------------------------------
J. 'VVoOo Heodel"SOlls .. Stud:i~s j·n ~~tman ColQn1al His~:" Loudon 1962, 

Tab::.e 9, po 135. 

!conom1st, November 16th, 1936, pp. 950-1. 

2 Temperley, ~SQe Oonference, op. cit., pp. 86-7, 95-6 and 120-1.. 
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important were questions in conneoti.on 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 c+aim, made on economio grounds, was not always solely 

politically motivated. There were some sound economic reasons to 

be considered here. For example, it might be worth rememberlllg 

the following. In 1934, for instance, the total imports from 

former German colonies as a percentage of German imports from all 

sources were for the follo'llving commodities: 3 

TABlE I 

1) Phosphates 75 

2) Flax, Hemp, Sisal 63 

3) Cocoa 36 

4) Bananas 27 

5) Tropical Wood 22 

6) Oil-seed, Nuts, etc. 14 
7) Coffee 11 

Thus it oan 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 oommodities Germany 

relied to no negligible extent on her former colonies. 

It would be misleading to assume that the German claim to 

colonies 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 final. It 

was none other than Stresemann who, a;fter Germany had joined the 

League of Nations, made it clear that Germany not only intended to 

bene~it ~rom the principle of equal access to Mandatory Territories 

which was provided :E'or League members, but that she also reserved 

her right to make f'uture claims to oolonies. Thus ~rom the 

official German viewpoint the Mandates were regarded as territories 

under international supervision on a temporary basis only. It was 

again Stresemann who realised however that an understanding 

3 Keesing's, 1938, 3351 A. 
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with France had to come first and that only as a result of such an 

understanding could the colonial question be settled, and this 

again only in conjunction with Francee4 

In t.he time of' 'hhe Third Reich,. things changed completely" 

Colonial., re-rision came to be regarded by Germany more and more as 

a right and not as a ~on0ession; thus her former colonies had to 

be re·burned uncondi'tionally before she was willing to discuss other 

outstanding problems, such as her return -to the League of Nations 

or the armaments question~ France, on the .;ther hand 1 infdsted 

thd.t t..~e colotial question was not to be isolated from these 

iusueso 

Waen Schacht visited France in 1936 and 1937, Leon Blum 

showed much understa~djng for s'lch German claims, and this in spite 

of Eri tish cri ticism~ However, wher.. the German Government did not 

take up the opportunity for a compromise, the ]'rench Government 

considered itself to btl justi:fied in complaining about the German 

If gl&.oiaJ. silenceu ~ and in "ompletely revising i ts attitude in the 

matter~5 particulro:-ly since Germany showed no willingness to accept 

the French 'View, in whic.lJ. the cedillg of coloni.es to Germany was 

l.ooked upon as a barter objecto 

It m:i.ght not be far wrong to suggest that Hitlerss 

ambitions were in the main Cdreoted towards CentraJ. and Eastern 

Europe. He v;as not primarily th:i.nking on a global scale and his 

claims to colonies were to a certain extent lip-~erv1ce paid to 
popv~a.r sentiment" He regarded C('Ilonies more as by-products of 

expansion1 which could in any case be gained by Germany after 

having established a stron6 position on the Continent. That suoh 

reasoning was bound to end in disaster one day'i was partly rea1ised 

by Schachtc :ae, like Goering and ot..llers, thought mainly in terms 

of the Hnation.,...statefl (nationalstaatlich), :in a typically 

traditional. wa,y. It has been f'urther suggested. that Schacht's 

4 ~t):'esemann Paperfu OPe- aito., vol. 3, pp. 17-18 and 41. 

5 ltB0~~.Fo]?" s series D, vol. 1, No. 11, po 118. 

Schacht, op~ cj.t<!.', pp<: 378-84. 

f!}\[o.!!, vol. 12, pp~ 430-2u 
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ambitions vvi th rega1:."d to colonies were rather "an honourable 

eccentr1city(;,,6 

When meeting I.4on BIUlIL.in August g 1936, Schacht again put 

forward an old idea of his which he had developed as early as 3.926 0 

He had suggested that Gerrna:rl¥ts fo!'llle::' colonies should be 

transferrBd to her for the purpose of eoonomic development only. 

Thus he made no claim for establishing GerDl.8n sovereignty over 

these territories II He had also, for instELL'"lce, d~veloped similar 

plans in oonneotion with the discussinons for the creation of the 

~ank for Internat~onal Settlements but had not been v6r.1 

successfttl theno On the one lland, he wanted to provide a so~oe 

of 'raw ~na:herials a:i.1.d i'oodst-uffs for Germany 'J on the other to ~)pen 

up undp.rdevel.oped a:t eao and to stimulate their demand for 

ma:n.ufactl;u.-'ed goods", In this he wac ahead of his times, anticipating 

o.oncept.s tv be implemented or.ol;y a:fter World War Two, and at :first 
, 

Mon Blum W"d.S prep are a. ·ho consider the possibi~t ty of transferrin, 

the Cameroons to G3rID.a.r'...y 1'01.'" the purpose of eO<?l'lOmic development .. 

The French Foreign M.1:~.:ts'ter 'I Delbos, was st:tmUiated by such ideas 

and developed, his own plans~ He argued that tm.s might bring 

about the flre~-dntegration of Gerl1la!l8' in-to the eoonomy of the 

Western worldo¢-:>oThus he hoped the manufacturing genius of Germany 
8 oould be turned fron:. war to peaoe purposes. 1f 

Taking into consideration the political opportunism o:f 

Sohacht, it can s'G:tll be suggested that he followed along the same 

lines as Delbos~ His later memor:m.dum of January 7th, 1939 now 

openly llJ.di.cated his opposition to tbe German "war economy" as it 

had already developed in peace time - a war eoonoIqy' that he had 

helped to develop without fully realising that this entailed t:'J 

escape from warr;>9 

6 KG Feiling j The Lite of' Neville Chamberlain, London, 1946, 

p. 300, quoted :from Scbmokel, OPe cito, pp. 103-40 

H. Schacht f Germany1s Colonial Demands, ~g vol~ 15, 

1936-37 pp~ 223-34~ 

7 ~l~~es~ .. i, v'Ol" 77:; 1936, p. 3600 

8 Sohmokel, cpo cit~, pp. 100-1. 

o •••• footnote 9/ 
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It oan further be suggested that Schach-t realised the 

limited scope that 'hl~e colonies would of~er to German enterprise 

and he also had in mind the posSibility o~ success:ful1y inducing 

Hitler to a new orientation in his e~~sionist drive. That this 

was mere, wishful tb.i:nJr1....ng there is no doubto At this time others 

also had envisaged, O:i," s+'i11 retained the vision of'manipu1.ating 

Hitlerc. This became not only very dangerous but proved to be a 

complete failure as well" 

Of particular interest is the uno~f'icia1 oonversation 

between the American .AmbasBsdor Dav:l.es to the Sovie':j'Union and 

Schacht on Janua.r.y 20th, 193701:> . At this t:ilne Sohacht's position 

was still unchallenged, and by mid-1936, he had. received 

permission from Hj_tlcr to ta:k:e Bteps toWal."da establishing a 

politico-economic !P.3:..us yj .. vendi with the Allies, and with France 

in particularo It remains open to question how far Schacht's 

moves were looked upon by Hitler as only being some sort of 

window-dressing. On the other hand it should be kept in :mind 

that during those years it was not yet clear whether Hitler would 

be removed from of'fice by a Putsch by the Weh.r1na.oht or whether, 

remaining :in office fJ he would be induced to retl'eat from the stand 

he had -taken in ]!lain Kam;pt:,G In this conversation with Davies, 

Schaoht developed hi~ plan for a comprehensive settlement of all 

main outstanding problems. He maintained that he had been 

authorised by his Government to subroi t proposals to France and 

Britain which, as their main objective, would be concerned 'With 

g'J.aranteeing European peace, reducing a.rmaments and ceding 

colonies to Ge~() Finding France relatively co-operative he 

f'u.rther suggested that she should approach Britain. He urged 

that a feasible plan could be developed WhiCh would restore a.free 

9 Sohachtts ~randum dealing with Germanyfa irresponsible 

monetary policies in particular si:nce 1938 led to his 

dism:tssal as Pre si den t o£ the Reichsbank. He had aJ.ready 

been removed from his pust as Minister for Economic Affairs 

in November1 1937, and Walther Funk now succeeded him in 

both ~1.m.\.Yhi,:)~. l~J~.!., yolo 36, 369~C. 
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:flow of' international trade and he suggested that Pres:l.dent 

Roosevelt should f'ollcrvV up his initiative and oall an international. 

conferenoe in Washjngton ~or this pUL~oseo Ambassador Davies was 

most impressed by this meeting and was oonvinoed of' Schacht~a 

smcar! W l) when cabling an immediate report to Washington. 

Not too mul)!:. at.tention should be paid to Sohacht J s plea 

~or the restoration of free tradee It had become quite 

:fashionable at that time to deplore -the existmg state of' aff'airs f 

wr~le arguing OD. the o'mer hand that the par"tj.tion of' the world 

iL. to econom.i.c blo~s was mevi table and ruso the answer to the 

problems involved, 

As f'ar as a comprehensive se,;tlement was ooncer.ued, some 

doubts in respect o~ -t.'be smeeri ty on the German side in general 

must be expressedo Schachtis Ministry :E'or Economic Mf'airs 

succeeded m making creative plans :for GerlllalW's foreign policy, 
, 

but without actually 1.aving all\V' long-lasting int'luence on the line 

te.ko..,n :fn. foreign a.f':fairs" In p'u,rsui:ng his demands Hi tIer exploited 

hopes :for the p:r;-eservat1on of peaceo Franoe in particular was 

willing to make c('Ilonial concessions as part a£ an over-all 

settlement and i--:i was just this that Hi tIer deliberatel¥ avoided. 

When Schacht Visited Paris again from 1V1ay 25th - 29th, 

1937, :It wa.s aJ..:r..oeady. clear 'i;b.en, and it became even more so during 

the f'o11ow:lllg :months~ that under him the efiorts o:f the Ministry 

for Economic kff:aj.rs were increas:tngly being pushed into the 

baokwaJGers by ·b.b.e curreuts o:f Nazi po1ioies. 

Schacht a s vis:tt was of'fioiaJ.ly of' a representative nature. 

He was to open the Ge::Gnan Palrilicn at the InternationaJ. Exhibition. 

In fact ~~ representative nature of' bis visit did not last very 

long1t He negotiated with the French Minister of Commerce and 

agreement \1S'3 reached on all important points conoerning the 

Franco-German fJommercial Agreement, which was to be signed in July. 

Schacht's J."/.mcheon speech of !~ 28th), was widely taken u.p in the 

press'~ He again emphaSised that Germany would be willing to 

discuss a:tmaments and a H:firm guarantee of European peaceu• This 

he tied up with demands Uta give a great nation a reasonable 

outlet :for cO].'Jnial activity 0 u
ll This might have been accep~able 

~~~.~--------:-------------------------
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but one great defioienoy remained. Whatever goodwill might have 

existed on the PaJ.'"t o£ Schacht, it was not easy for the French 

side to believe unreservedly in the goodwill of those on Whose 

behal:f' he was putting forwa:rd these demands. 

'Schacht's conversation with Leon :a~um revealed on the 

one hand the uneasiness in Franco-German relations, and on the 

other that the French bernier, despite much disappo:intment, was 

still very anxious to reach an understanding with Germany and to 

negotiate with respeot to the proposals alrea.dy made by Schacht 

at their previous meeting of' August, 1936. This was on condition, 

however, that all outstanding issues were incorporated into a 

n general. plan" and· that the colonial question was not pushed 

forward on its ow.no12 

In his own memorandum of this conversation, IAon B~um 

expressed bis basic reasoning as follows: 11How can a catmtry be 

expected to contemplate eoonomic eonventions capable of increasing 

the strength of another country which it :fears ~ be an 

aggressor 1u13 

Thus Blum urged first of all :for a. pol1ticaJ. setiiJ.ement, 

when stating that "there is no longer any question of presenting 

the co~oniaJ.. claim as a pre1 1mJnary question. n14 It was Schacht 

who largely recognised this French view and who drew attention to 
it in :Berlin without, however, to any great extent :influencing 

German foreign. policy.., In a rather arrogant W8:3' the 

lVilhel:mstrasse maintained that uGerman-French relations are 

correct·~ft15 Thus it was onl¥ a matter of time bef'ore Uon Blum"s 

memorandum "possessed on1¥ historical value. n16 The F:rench 

Government became increasingly aware of the fact that the ideas 

12 Doo~G~oPo, series D, yolo 1, No. 72, pp. 119-21. 

13 Ibi~~~Noo 83, p. 137~ 
14L ... it 000 c • 

15 Ibid~? No~ 7 ~, ~2 (O~tober 15th, 1937). 
16 

Ibid~, Noo 83, po 135. 
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developed by Schacht on behalf 0"£ the Reich Govermnent were in 

:fact not :fu11yiJ if at all, acknowledged by the latter .. ~7 

It would be, evasive to blame o~ the lack of 

oommunicatj.on and co-operation between the German Ministries 

ooncerned for this state of a:ff'airs. The German claims to 
18 colonies were misleading to those who took them :E'or granted, 

unawax-e of' the :fact that such moves did not as obviously domin.ate 

German f'oreign policy as they appea:red to do, but tended to 

disguj.se rather than to reveal the real. aims of' Nazi Germany. 

Never"Cheless, Germany maintained again and again that 

"colonial possessions are a!l indispensable basis :for the 

eoonomic axistenoe of the German people."l.9 Yet Franoe was 

more deeply ooncerned about the ItaJ.ian than about the German 

olaim to coloniesl:lI Only at a later stage, especialJ.y a:fter 

lfMunichff , did the Frer.ch attitude become a omp1e tely 'Wlcompromis:i:ng 

towards Germany in this matter.20 

Nevertheless, it will be seen that after 7o'Oll 

Ribbentropfts visit to PariS, France offered in. early 1939 to 

open up her portion ot f'ormer German colonies - the Cemeroons 

and eastern TogoJ.and - to German enterprise. However, Nazi 

Germany refused to accept. This demonstrates tha~:the latter 

17 Margj,nal notation by von Neurath: flI cannot 

understand how Blum or Ponoet could tbj.nk that this 

~ conversation could serve as a basis for 

~gotiati~s. If Ibid. 1 note 7. (1'I.W emphasis). 

18 B'~ :aen.nett~ ~tler over .Africa, London, J.939. 

A.L.C. Bullock1 Gerrnanyts ~oloniaJ. Demands, _ Lond?n ~939. 

19 Dop_ G.FeP., series D, vol'; 1, op_ cit., No~ 137, p~ 239. 

Z) On. NOVember 16th, 19381' th~ French Premier, Daladi.er, 

dec1ared for instance that., there could be uno question of 

any cession of French oveJ:"seaa territory. 11 

Keesing's, 1938, 3351 A. 
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was primarily interested in political gai'QS an.d thus was not 

prepared to substitute :rights of' sovereignty for economic 

conoessions o From this angle, the u.rgent economic ftneed" for 

colonial outlets, as olaimed by Nazi Germany over and over 

again i becomes extremely ambiguous.21 

21 Doe'~ GoF .P", series D t 1937-1945 'I vol~ 4i The. Aftermath 

of Munich. October 1938 - ~h 1939, No'~ 391, pp~ 503-4. 

Notw:Lthstanding recovery, economic cond1tl.ons :i.n Nazi 

Germany were desoribed by The Eoonomist as resembling those 

of the :tn:fJ.ation period of" 1919-23'~ This is in line with 

remarks made in part 1 o=: ohapter II, where it has been 

maintained that the "reparation e:ffo~1 of the early 1920 fa 

laid a similar strain on the German eoonolllY as did the 

tfa.rmament ef'f'ortff of' the late 1930 t a • On tbe other hand, 

The Economist tended to overstate its po:tnt when ref' erring 

to Germ.any as a countr,v ffIIliserable and under.f'edtf and when 

under-esti.ma.ting the latter's chances in the case of' the 

outbreak o:f war. Al-lihougb. this was partly true, it can 

be interpre~ed as a typical example o£ self-comp~aoency 

and seU-deception, which was widely :found in the Westexn 

Dem.ocracies~ Tb.us in spite of Germany's flacarciiiy economics" 

and the relatively limited nature of her resources 

available, she was still able. to :fight a long war. 

Econozrdst, December 5th, 1936, po 466. 

EconOmist, March 19th tl 1938, pp. 620-20 

For the limited recovery.of consumption in Germany, 

see Sweezy, op'o cit.,:, PPe 2a)-4'~ 
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3. THE Rorn OF SOUTR-E.ASTERN EDRO~.l 

The rise of, the Th.:i:rd Reich :produced som& so;r->::; of 

diploma·~io revolution~ Poland, hance's ally in the East u:nde:r.­

Marshal Pilsudski,. proposed :preventive military meas't.U'6S as early 

as 1933. France rejected this and in Januar,y, 1934? Poland was 

induoed "bo sign a ten years £ non-aggression :pact with Gennany & 

Furthemo:re, the assassination of King Alexander of Yugoslavia in 

Ootober of that yea:c and Fascism taking over in Rumania meant the 

loss to F'rance of two :im:po:,ctant allies. At this t:ime., doubts as 

to the value o£ the F:canco-Russian paot o£ mutual assistance of 

May, 1935, vrere already being expressed and it did little to 

oounter-balance the weakening of the French position on the Continent. 

Thus the French secu.xi'ty system was unde:cm:i:hed in a vital point and 

only Czechoslovakia could be reliec, upon... ltfter the re-militariaation 

of the Rhineland in March, 1936, Franoe would have then been entit--led 

to intervene1 whicn had hardly been the case in 1933tl She lost 

this opportunity and through that she also lost ~ confidence that 

her allies on the Continent might still have had in her... This had 

a stimulatihg effect on pl&~ed Ger.man eoonomic penetration into 

many parts of Eastern Europe. 

The repeated French attempts in post-war times to solve 

the economio problems of the States of South-Eastern Europe were 

bound to meet with failureQ France was a purchaser of ~heir 

agrioultural products only to a ver,y limited degree~ depending 

largely on the results of her own harvests. Her financial assistance 

had been given through milit~ rather than economic oonsiderations~ 

Generally speaking, F:rench interests in the Balkans were o£ a 

politioaL natttre without having a real economio basis. On the 

other hand, French fli1ancial interests were in many cases 

considerably greater than those of Ge:auany and this could in 

particular be obser,,-ed in the mining seotor o:f Yugoslav'ia arld the 

oil industxy of Rumania. L"tJ. (YJmparison with Germany South-Eastern 

1 The tems the Balltans and South-Easte:r-.a Eu:r:ope are used 

synonymously, to inolude Bulgaria, Greece, Htulgary, Rumania, 

Ttttkey and Yugoslavia. 



Europe was no important trading partner of Fxance and during the 

Depression, Franoe quite often sought the solution of her economio 

difficu1 ties in an n Imperial di:cectiol1.lJ 
II 
2 However, i;n reS1J011Se 

toGe~an activities Frar-ch interests revivedb In 1938, for 

instanoe, she granted Bulgaria a oommeroial oredi t of 500 illillion 

franos.3 Her own finanoial diffioulties were the main c~aBe o£ 

her aba...'lJ.do!m1~nt. Of plans to extend such c:redi ts to other States., 

The years 1937-39 showed inc~easing French activities an~ various 

trade agreements were con~luded. For example~ a Fra11.co·Yugoslav 

agreement granting a maasrtre of' preferential treat wen-c. tOT: certain 

Yugoslav raw materials was Sighed on Feb:ruary 10th, 1939·. 

The degree of progress in French eoonomic involvement 

did not, however, remove doubts from the minds of the Balkan 

Statesmen about the prospeots of having the Allies as trading 

partnexs in time to come{ll In the ea:rlier 1930.8 both Britain and 

France had largely departed from the markets of South-Eastern 

Evxope and by this had indirectly assisted the first s~eps of Nazi 

Gemcu"lY towaxda planned eoonomic penetration into these areas. 

In fact the aotivities of France as well as of Britain were sporadio 

and were neither systema-bic nor .plw..ned~ :Both countries were 

unable, as well as unwilling, to cOUlite:ract Gem.an moves adeq1.tately i 

thus tJenabling German statesmansllip to erect a politioal struoture 

of Geman hegemony upon a previous ly established economio basis .. ,,4 

When going to the Balkans in June, 1936, Scha~ht remained 

- and this still after the "honeymoon!! visit of May, 1935, by 

Goer.Jlg .... an IJit:L;nerate vendorlf
• However~ when Funk visited these 

States in late 1938, the Geman position was unchallenged despite 

the previous oredi t offers made by Fran.ce and Brl tam. 5 

2 European Reactions to Ge:r:man Tl.'ade Policy, S1.13:(1'ey; 19389 vol. 1, p. 67 ~ 
. -

3 ~namist, August 6th, 1938, p. 276. 

4 Germanyts Economio Drang nach Suedosten, pUl.yey, 1936, p.') 526~ 
1i. Basch, The Danube Basin and .t11.e Ge~l1oonomic Sphere, Londol1.5! 

1944, pp. 165 ff. 

5 W. T:ceue, Das Dxi tte Reich tU1d die Westmaeohte auf dem BalkaJ.'1., 

Zur St~tur der A~~~nhandelspolit~~ Deutschlands$_ Grossbritanniens -

und Fra:rik:t-eichs 1933 ..... 39 v Y1.ZG" vol. 1~ 1953;, pp. 45 .... 64~ exy.,) PJ?:l 48 » 

50 and 59~ 
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Gexmany had suooeeded in paralysing the HLittle Ententefl 

and both Rumania and. Yugoslavia openly with<h>ew their su:ppor-~ from. 

French effo:r;fi~ towards a re-vival of" this £!.? factq dead pactfJo In 

Februax-.1 ~ 19339 the membe:r!s of the tlLittle Entente" hael still, tried 

to re-o.rg~se themselves.. At this time they founded the so-cc-lI1erl 

Pact of Re-organisation, in order to unify -bheir foreigll al1.d 

economio policies more olosely. ~he ~nomist had already 

stressed then that from an eoonomio :point o£ view this revealed 

the weakness rather than the strength of the ULittle Entente" .. 7 

The Danubiap oountries p1ur.ged deeply into autarkic 

experiments in the 1930ls9 Thus to an L~creasing extent their 

trade beoame a function of existing clearing agreements. For 

instanoe, in mos·b cases Gexmany of'f'ered to take more thCk"'1, hall -the 

wheat exports cf these oountries, off'ering a price about 30 per 

cent above that on the world marke"s!li France was not prepared to 
~ 

oompete here, since not only could her home markets not absorb such 

large quantities, but in addition her p~otectionism wa3 too. 

orthodox to become active here. GeXlllany on the other hand., was 

willing to import even more than she actually neededo In the 

case of wheat f'or instancei she waspxepared to sell it in u,ndon 

and Rotterdam below the wo:r:ld ma:rket price. She made a loss only 

in so fax as her actual trade balance in Sou:bh....Easte:Ol Europe was 

concerned, for on the other hand, she not on~ gained politically 

but also received foreign exohange which she urgent~ required.
8 

These Ge:rma.n txade measu.:ces wexe unde:rtaken on a very large scale 

in comparison. with Franoe. However, it should be mentioned that 

tb~ughout 1936/37 FXCU10e relaxed import ~striotionsf thus 

stimulating imports of' wheat from Yugoslavia and petrol :from 

Rumania. In additiol1 -bhe devaluation of the franc in SeIrbember, 

1936, rendered large p~ofits on blocked acoounts in tllese cotLntxies 

and equally had stimulating effects. Nevertheless it should always 

be kept in mind that the scope and scale of' French foreign trade 

remained limited and it was subject to various fluotuations~9 

----------------------,----------~ ... ~...--.~-~ . 

6 Ibid., pp. 55-6. 

7 Econond.§i, February 25th, 1933, p. 400. 
8 

Treua, op. oi-i:;.11 PPu 49-50~ 

9 Haight, op. cit., p. 158. 
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In brief1 Gexmany sought to aohieve the benefits of 

devaluation without aotually d~~aluingw In hex olearing agreements 

with the Balkans 9 she bought either a-b above world prices 1 OJ: 

offered special rates of exchange fox the marke Furthermore she 

subsidisefi exports. This ex~ort trade entailed L~ general a 

bounty of between 40-60 per cent in order to adjust the domestio 

market price to that of the world market and in addition -to 

ove~oome the general apathy of Ge~an indust~ towards export trade, 

whioh was largely d~e to increased demand at home~ Gexmanyfs 

sh;:t.re in the -brade of the States of South-Eastern Europe ~ which in 

1932 had stood at about l5M20 per oent,lO was eventually rov~h~ 
trebled due to this export d:r:i ve~ thus bringing about the surrender 

of these States to HGermany-i s skilful blend of patience and 
11 pressu;r:e. It On the other hand, GemEt.'1 investments remained in 

comparison with Franoe, relatively low and ir.l.c:eeased oonsiderably 

10 ... . 
The role of Tl'tX'key as one of the o'U·hBtanding Utraditionalt! 

Gezman trading ~tners ha.s not been explicitly mentioned. 

Her trade with Germa1J¥ developed on s:1mila"x· linesg and oan 

be regarded as largely representative. The following tables 

illustrate this. 
TABLE I 

Imports as Percent~e of Total Turkish Imports 
Jt a. From Germapy b. From Germ~, Austria 

and CzeChoslovakia. 

1938. 
15 47 

TABLE 11; 

~ 
51 

~wrtsas Peroentage of" Total Turkish Exporls 

a. To GermBJlY:n . b. To Gel:ll1any, Austria 

and Czecho~lavakia. 

1929 __ 19;8 
13 43 

~Olu:ling Austria and theSudetenland. 

Souroe: League of NationB., World ~conomio Surve~9 1)38/39, p. 202$ 
. -

11 ~Qonomjst~ April Ist~ 1939, p •. 9 •. 
Economisi, April 22nd, 1939, p. 196. 
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only at the end of our.~e~iodt largely dne to the territorial 

eXHansion of the Reich. 

Gel!lllany undertook obligations to promote inJ.l,i,S'brialisation 

in these countries only reluctantly 1:t There is little doubt that 
, 

her future aim was to reduce their :-cole to some sox-t of J! oolonial 

statusU 
• 12 However'} Germany was very a:rlXious to promote 

producti vi ty in the ex:porl sector of the Balkans and fu.rthexmo:re 

to develop their infra-structureo For instanoe, during 1931, 

IIlG§JarbEmtook the lead in the development of soya becu'l 

cultivation in Rumania and Bulgaria. About 60,000 hecta~es of 

land in Rumani8J and more -than 30,000 hectares in Bulgaria. were 

taken over by Ger.man concerns for this pUXpOS60 However, such a 

development was partly checked mainly due to the fact that these 

countries beoame relne-bant to substi tnte Ge:r.man products to a still 
1:<; 

larger degree for those of other countries. / On one hand Germa~ 
~ 

applied an indireo·b me-bhod of. depreciation by the use of registered 

marks, compensation marks etc., while o~ the other sh~ resorted to 

the opposite method of fixing an artifioially high excha.:nge rate 

for the Reichsmark with the cur.rencies of the States concerned. 

Thus German importe~s 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-Eastel~ Europe to compete on the 

world ma:rket, which again increased their dependence on Germany .. 

F:rance on the other hand, underestimated the lasting nature of the 

Geman involvement in the Balkans.. Furthennore, she was faced 

with the problem of market surpluses of her colonies and thus the 

basic requisites for anything more than half-hearted action on her 

part were 1ackiJ.1g. It should be emphasised again that the French 

domestio market was not in a ve~ complementax.y position as far as 

-the Balkans were concerned and in addition, recovery was still 

incomplete in France.14 

12 
Treue, opo oitp~ p. 54. 

13 A.G.B" Fisher, Ge:qnan Eoonomi 9 Policy in South-Eastern Europe, 

SurveX, vol# 1, 19379 PP. 459-65~.esp. p. 462. 
G. Sohacher1 Ge~~~Pushes South-East? London? 19379 P. 157. 
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The States in South ... Easte:r:n Eu.xope had sacrifioed. to a 

large extent their econontio indopendence in favou.:t' of short ... texm 

adva..'fltages4) In the la"he 1930is, their combined trade with France~ 

:Bri tam and the TIni ted States amounted to only about half the 

figure of that with Ge:r.many (J 15 The Ansohl1.1Jll! of Aus"bria in ]jIa:-coh 

1938, and the dismembermen't of Czeohoslovakia atrengthenecl still 

further the Geman position. On the Ge:r!Dlan side there were 

various ambitious projeots envisaged and dttr~ 1939/39 special 

attention was paid to the developnent of the existing waterways. 

it Reich law was passed in :May, 1938, which made provisions for the 

oompletion of the Rhine-Main-Danube oonnection by 19451 linking 

the North and the Blaok Seas.16 . Furthel."more, Goeril1g5 among others, 

urgently demanded that JJthe Oder-Danube canal must be oorJ.Struoted 
17 as soon as possiblell

• I.n line with this, Ge::cman fims were to 

construot a 45 kilometre oanal to b3-"'1>8SS the Rumanian Danube between 

Cernavoda and Constanza.18 
Thus the developnent of a Ge:r."lIlan-

dominated G~~tachafts'"r'aum from -the Baltic to the :Black Sea was 

taken for granted. 

The. way in whioh Gennan influenoe increased in the 

immediate pre-Vlorld 1JilaJ! Two times, oan be illustxated in the case 

of investment of foreign oapi tal in Yugoslavia.. The high sha:re 

of CzechoslovakiaJs capital holdings there is of ~axticrular int~€st, 

since it indireo-l:;1y represented French interests", Thus the pre-war 

territorial expansion of Ge~ had far-reaching reperoussions 

beyond those annexed territories, seriously affeoting in o-ur case 

the previous pos i tion hance held in the oapi tal market of 

Yugoslavia.19 

14 Surv~f 1939 .... 1946, The World in March, 1939, PP41 258-67.-
Pili Einzig, p.loodless Invasion,. Ge:r:man Economio Penetr~tioll 

i;nto the. Danubian states and the :Balk~, London, 1938, pass:bn, 

esp. PP. 47 .... 56 .. 

15 Econamis~, Bay 14th, 1938, p~. 353-6. 
16 

!.ee,singt s , 193~ 3185 fl. See attached map. 

17 ~M~~~, vol~ 27, l301-ESf p. 163s 

18 E· ..... J 25th 19~8 "lOB 9 _ oonOIIAS 11-, une 1''/ , PI>. - • 
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TABLE I 

1.:P-~tm,?JJ.t N F~j,~It:t:b.g.l :lJL.lugo~~;via 

(reco~ded on April1 15th~ 1939) 
( .. "11-' .!t.. ) In n:u.,_ :'0:2. uJ.llaJ.:""'S_ 

dzechoslovakia 741 
Austria 366 
Germany 55 
Total of above 1,162 

F-.rance 1~056 

It is true, howeveJ:'f that the States of South-Eas"bern Europe tr:ted 

as fa:.r: as possible to maintain their liberty of aotion. Ge:rr.ua.ny 

for instanoe, was, entitled Ullder the RumEL~an-Genman Economic 

Treaty of March 23rd, 1939,20to import oil to the value of 25 per 

cent of her total pp.:rchases from Rucnaniao This quo-l;a was already 

fillecl by August 1939, and the Rumanian GoveJ!Illllent took a stand , 

agaiYl..st German pressure by refusing to extend it.21 However, such 

moves :proved little, wh~n remembering on the other hand that 

Rtmlania had granted f~reaching oonoessions to Germany in the 

above mentioned Treaty. The ~nomist was not complete~ wrong 

when main-Gaining wi tIl refere1'lce to Rumania, in A:ugv..s-tJ 1939~ 

that ftGeman commercial control is fa:r: from being an established 

faot.,,22 On the other hand; such self-complaoency was to be 

rather deceptive. 

The oonfrontation between France and Germany in South­

Eastern Europe never really took on serious d:imensiOl1s and was 

largely of an indireot natu:re. The great advantage o£ Germany 

was that these countries fomed some sorl of "natural" eoonomio 

hinterlBl1d for her. Thus economio penet:r:ation beoame the starting 

point for exerting politioal i"'(l.fluenoe. F:r:anoe on the other hand~ 

lost more and mo:r:e of her politioal influenoe in the Balkans ma:L'Ylly 

dlle to the fact that the economic '!Jasis of this relationship was 

19 L~ag;qe of llatioi\S, Wo:r:ld EOQp.~Q~, 1938/39, p~ 2200 

20 Keesingts, 19399 3496, G. 

21 Egonpmistf August 26th, 1939, pp. 392-3. 

22 ~onomist, August 26th, 1939, p. 403. 
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too small for an ambitious tmder-baking sllch as the "Little Entente". 

In addi tion j such Franoo-German oonfrontation as there 

was, was accentuated by the antagonising foroes of c.:ilTeren.?~ 

politico~economic systems~ The expansiorrlat policies of the 

Third Reich ueX"e intended to establisll Ce:r:m8.l1 hegeDlclJ:".r 011 the 

European Continent, which was of a far greater scope than that of 

French hegemolV aft·ex World Waz One. Generally speaking!? the 

polioies pursued by the two nations as far as underdeveloped 

areas were ooncerned, were of a s:imilar na-b'lU"e althotlgh they 

differed in degree and directiono France was primari~ occupied 

with her Empire, while Genna:nyts i:n.terest lay mainly in Eastern 

Europe. Thus the latter's claim to oolonies was in the main 

exploited for i-ts propagandistic value, bejxl..g by and large a by ... 

produot of her expa~ionist drive in the Easte This was the child 

of a totalitarian ideology - just as France!s colonial economic 

polioy was onoe desoribed as being Hindeed the child of the economio 

crisis~Jt23 However, Francels policy "Was also the ch:!.ld-of 

traditional French protectionism and her securit,r policy. A 

major diff erenoe between the French and the Gexman approach was 

thaJ(j the fomer was loud in advooatiLJ.g a polioy of Usystematic ll 

development without achieving much in this direotion, wl1ile the 

latter implemented a system of exploitation whioh went far beyond 

what the fonmer had ever advocated. Thus economical~ speaking, 

tlGreat GermanyH became far more of a foroe to be reokoned with thaJ.1. 

did ItGreater Franoe". 

Franoo-German antagonism was basioally little aggravated 

by their oon.i"rontation in undel.'C~evelo:pec1 a.reas due to the different 

degree of importance attached by eaoh nation to the VB-.~oua regions, 

with on the one hand, Germany pushing south-eastward and France,. 

despite some oounter-moves, retxeatirt..g, while on the other h@ld 

tuexe were strong French moves in a.ll "Imperial directionll
, Ullcle:I: 

the envious eye of Ge:rmany, declaiming the 1trobbingu of" her 

colonies e Nevertheless 1 despite these conflicting interests, 

and prevailing distxust, only a few open olashes resulted~ 

It will be shown in the following chapter that resulting 
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from the visit of von Ribbentrop to Pa:cis in December, 1938:; large­

soale co-operation such as the oonstruction of xoads and bridges in 

the Balkans, was envisaged between -'che two Powers. Hmrever~, the 

preludes to another wa:c nancelled out any prospeo'bs for the 

realisation of such plana. 



CHAPTER VII . .,,-

THE UNSUCCmSFUL MQV]5 TOO.J\RDS !. MUTUAL UNDERSTANDING. 
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In the late 1930's" the horizon was clouded by tbe 

increasing tension in the political field and in the face of this, 

econamio relations remained comparatively unstrained. As a major 

conseQ.ue"1ce of the Commercial Agreement o'f 1937, the previously 

strong degree of antagonism i.."'l the economic field became moderated 

while still remaining diE>tinct~ A similar easing of terlsion was 

aeen ten years eariier with the Signing of the Commercial 

Ag:!:I'eement of 1927. At that time, the absence of ideological strain 

meant that the· generally extreme antagonisn of the poet-war years 

w~s gradually reduced as f':rom the oonclusion of the Dawes Plan until 

i~ reached a moderate degree after the Agreement of 1927. Thus the 

ideological strain of the 1930~s, due to the emergence 0:':' the Third 

Rei0h and the general resorting to protectionism in response to the 

world econn11l . ..':"o 0:"isis and its consequences, maintained the degree o'f 

economic antagar~Bm after the events of 19371 at a higher levei than 

was th6 case in 1927~ 

This generalisation indi~ates the main currents running 

"through the i11tte=~iJaX period and in particula1." illustrates the all­

embracing interdependence of: the polit.ical and the economic fields. 

The events in c0llnection with the remilitarisation of the 

Rhineland made it evident not only that Hitler had succeeded in his 

greatest gamble~l but also that Franceis position in Europe 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 .J::;he Popular Front were little inducement for the 

developmeut of: new strength for the French nation. In Germany? 

public opinion wa.s the opiLion of thB Ministry of Propaganda, while 

in France the freedom o'f the press led to the expression of bitterly 

divided views as regards the German challenge. .An ironic reversal 

of ~ormer constellations developed in France. The demand for 

resistance came chiefly from the Left? whereas that 'for appeasement 

chiefly came from the Rightc France found herself in a position 

wnere alt.e was allied to Czechoslovakia,. who in turn felt herself' 

threa.tened by Poland; France wes f'urtherro·ore allied to Poland, 

who again felt herself threatened by Itussia, thus completing the 
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vioious cirol~9 3!ttiee'Frmnce was also'- allied to Russia. In addition, 

Germ~ stood in the oentre of this vioious oircle and by her 

militant :policy was thJ:'eatening to break up this preoa:r:ious balance. 

Out of this, two main cu.:r.Tents of public opinion emerged in France 

.. one which' oonsidered it essential that France should oomply with 

her obligations to her Eaatern-Eu:copean allies, and the other whioh 

advocated liquidating any engagements in this direction and con£ini.llg 

Franoe to the development of her Colonial Empire. in o):1(ler to 

strengthen her ~osition in the West.
2 

The latter reasoning oan be.illustrated by the attitude 

of the f'omer Frenoh Premier Pierre E. F1ancn.n. who for instance, 

advooated in July 1938. in a vary foroeful wa;y a modus vivendi with 

GemaIliY_ He stressed here the interdependenoe of politics and 

economics, and maintained that enoouragement of Ge:rman expansion 

along the Danube could keep her ocoupied in an area where no vital 

French interests were at stake. On the other hand, such an offer 

of divided "spheres of interestll could be regarded as a barter 

object, in.order to make Geman;y drop her colon1a.l claims a.t least 

implicitly. Thus Flandin argued that this would keep Gennany away 

from the French l!inpire and allow the latter to develop as a. 

"hinterland!' for France similar to South-Eastern Ew:ope in respect 

to Gema.tl\r. Such plaaw were ot oottt'Se to a. large extent the 

outcome of a. rather o:pportunistwe;y of thinking emil lacked a full 

understanding of Na.zi expansionist polio2es as shown by the 

following rama:dts made by Flandin.3 

It was not even oertain any longer that the combined 
forces of Franoe and Great Britain •••• could overcame 
the W:~~aoht. Thus the most elementary prudenoe 
would have made it adVisable to France to review her 
commitments in Eu:cope. 

One oan interpret F1a.ndin's attitude in 1938 as "b-'JPioal 

of an inclination towards appeasement f which was in the main due 

to the realisation of France's ownweakneas. It is in this oontext 

interesting to note that the Frenoh C alomal mnpire was regarded in 

va.rious oiroles as a usphe~e of' interestU that was to offer in its 

2 ... 
Frenoh Op:inion, SurvW, .1938, vol._ 2, pp_ 172-6. 

. Doc. ]3,F.P., vol. ·3, No. 385, p. 365. 

3 p. -E. Flandin, Politioue Frangaise_1919-J,9A:O, Paris, 1947, p. 260. 
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potential a solution to all the problems of' metropolitan Franc6 0 

This ]french drive tcrnar'ds colonial expansion haL'dly entered the 

ntake-o:ff" stage" Nevertheless, it tended to emphasise the 

is)olation which France experienced especially after the Munich 

C onferep.ce alld which VilaS not to 1'e at all "splendid"" The 

CX>lwequences of" mai11tain:.ng on one hand obligations towards 

Eastern Europe~ and on the other conceding to Germany more and 

more, at least tacitly'J a ufree hand in the eastl1 s 4 were to be 

:fatal.. This contradiction in itself had s'Joller or la"ber to 

result eitb~r jn a total c01lapse of the post-1919 established 

C%-der in Europe ox- in another world war.. On the one hand, it is 

easy to blame the ~~akness of the political leaders of Fr~ce 

when comparing them for inate.nce 1 with P cincar€', whi13 on the 

other, it sheuld be kept :in mind that they had to :face up to the 

heritage of the latter and. to realise that Fravce must adapt 

herself to -the existin~ balance of power on the Continent. ~ 

tragedy about it is that this realisation came. too late and it 

was mainly that artificial and precariow:, post-war balance which 

was responsible for the rise of Hitler and the destruction of the 

rais on d I etre of Eu.:rope as a whole., 5 

The French Selbstverstaendnis6 was oonditioned by the 

experience of the years 1870/71 and 1914/18. She realised the 

potential danger of being invaded again. On the German side, 

everything was a70idad that might give the impression that the 

German expansionist drive was directly aimed at Fr8;l1ce. As long 

as France did not enter into a war against Germany there was no 

danger of British interference, as far as German adventures in 

Central and Eastern Europe were concerned. German propaganda 

4 French a:.J.d British Reactions. to the Destruction of 

Czechoslovakia, Surv€9L? 1939-1946, The Eve of the War 1939, Pao 31. 

5 Le Dehio, GerIDa,l"l-l and. W0Tld Politics in the Twent:ileth Century, 

London, 1959, PPc 109-23. 

6 Selbstverstaendni§ .. in our context may be translated as 

"politico-eoQuom:tc self-realisati.onif 
<'J See ibid¢ r. p~ 380 

See also letter iio the author by Professor J .H<» W. Rosteutsoher 

(C£.pe Town) f dated May 30th~ 1968, suggesting hereby "insight 

into one f s own selin, i.eo "national 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 :Sri tish army in the 

case of war with Germany, nor did the strong position of the French 

Communist Party make it advisable to take m;::ima faoie a stand 
, 

against the anti-Communict regime in Germany, this despite the fact 

that the French bourgeois sh0uld have been rather shocked by 

political measures applied in Germany, wh~re a C o~ist--phobia 

canpeted well with Communist practices in s3tting up a totalitarian 

regime" But JPrance becamt; increasingly anxious to come to an 

u.."'lderstanding with Germany and to save as much as possible of her 

severely damaged post-war position. 

AWareness o~ hal' weakened position led France to accept 

Germanyf s forceful moves for the revision of the "system of 

Versailles1!.. The ·~chlus8 no longer carried with it the aanger 

of war, as threatenedoy Briand at the time of t}1e Austro-German ~ 

customs union project. P:t'ance' s lack of security and Germany! s 

further weakened pOSition on the international scene after the 

Anschluss, resulted in the readiness t)f both sides to compromise. 

Thus the actual event of the Anschluss was condoned by an agreement 

reae'hed in August 1938, supplementary to the Commercial Agreement of 

1937 e By this, int~rest payments on the Austrian debts were 

settled, the rights of the holders of Young Loans were safeguarded 

and detailed arrangsuents were made concerning Germany f s trade with 

French colonieso Although on the one hand this was a sound 

c~mpromise, 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 COnf'erence. The subsequent Hitler-Chamberlain declaration 

of September 30th, 1938, 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 tbP.t those areas were lying within the German "sphere ot 
interest" f and urged Germany to conclude some sort of Franco­

German peace declaration. At the time of the nSudeten Crisis lf 

Georges BOIDlet,the French Foreign Minister, went so far as to 

emphe.sise in a conversation with COUEJt Welczeck~ the German 
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Ambassador in France$' that he and Edmond Daladier, the French 

Premier 1 nwer-e sincere admirers 0-£ the Fu.ehrer in spite of the loss 

to French prestige due to his policyo U
7 

, Bonnet was regarded e,s representative of authoritative 

economic circles (massgebande Wirtschaftskreise)8 and it ca.n be 

sugGested that partly due to his influence there was a turn towards 

the solution of outstanding economic probl~ms bet\v'3en th~ two 

countries I) However, vari aus groups within French ind1!stry met 

such moves wi th certain reservations, although this was mainly ou.t 

of their own :fears of German c0mpeti'~ionj) 

We a:r>e not particularly concerned with the joint Franco­

German peace declaration of December 6th, 1938 as such, but more 

with its repArcussions in the economic field. 9 Because of these 

repercussions same remarlll3 about the genesis of this declaration 

seem to be necessary~ 

It was Frangois-Poncet who was ma:inly responsible :for 

drafting plana for this declaration. At his ~arewe1l visit to 

Hitler of october 18th~ 1938, he found the latter prepared to 

accep"c this as a means of settling differences between France and 

Germanyo Poncetis activities here can be regarded as virtually 

his last political act before leaving Berlin to become French 

Ambassador in TIomellf He was, however, aware of the limited scope 

of such an undertaking, unlike Bonnet who later was not fully to 

ree ognise this Q 

By October 25th, 1938~ Count Welczeck had already been 

irrformed from Berlin that the uFranco-German discussions are now 

7 DQCo G~F.~., series D, 1937-1945, vol. 23 Germany and 

Czechoslovakia., 1937-1938 f Noo 422~ p~ 683. 

J3 
Ibid~, NOQ 144, p$ 254~ 

9 Ibid, ~ volo 41 The Aftermath of Munich, October 1938 - March 

1939, No. 369, po 470~ 

Kees~~, 19381 3357 B., 
W <!t Bussmann", Ein dcuts-lh-franzoesischer Verstaendigungsvf3rsuch 

",om 6 0 12.1938, ~chrichte::.'l der Akademie der Wissenschaften, 

ie&ttingen, 1953, pp. 47-76. 
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beg1n.ning to take shape.U
10 

By lTovember 7th both sides were in 

general agreement and Count Welczeck reported :Bonnetts spontaneous 

words from Paris, that 11S hanoo-Geman ;gapp:oochement would mean 

the fulfilment of his lifets ~eam.ull . This is not the pla.oe to 

discuss how' far this was self-deception. Finally, this euphory 

reaohed its o1im?X jn the visit of von Ribbent:oop to Pa.rison 

December 6th, 1938, where he and :Sonnet met to sign the peace 

declaJ.'ation. Suoh an euph0J:7 was not shared by man;r. The 

Eoonomist desoribed the whole affair rathel: a.oourately when 

refer:r:ing to the- ualmost obtrusive u.nobtrusivenessu of the GSlll1an 

Foreign Miniater.12 In faot, future events :p1'oved that this 

decla.r9-tion was soon to. become insignificant in its impact on 

Franoo-Ge~an relations. Besides general and rather vague 

provisions dealing with the maintenance of peace in Europa, the 

agreement under :point two, :fxom the French point of view, resembled 

the Geman concessions made at Locarno where both sides :eecognised ' 

the existing fl..'ontier between them (II aUC1.llle question d 1 ordre 

te:rri torial ne reste en suspens. If) How far Gemany was in fact 

sinoere in this matter was to be revea.led by futt1;ce events. Th,is 

am.biguity is seen again in the Hitler speeoh of January 30th, 1939, 
where he declared: .1tGemany has no territorial olaims against 

either country (i.e. Franoe and Britain) except oolonies. u13 

Fland±n. however, expresses the rese:rvations held by many when he 

maintains in his book published after the war f in 1947, that the 

visit of von Ribbentrop was as such a failure, referring especially 

to the dismissal of Sohaoht in Janua:r:y, 1939. He olajms that at 

this stage he already regarded the war as unavoidable. He was 

not wrong, but for him to see this out of the post-World Wa:.r Two 

10 
D~c. G.F.~.t vol. 4, op. oit., No. 343, p. 441. 

11 Ibid., No. 347, p. 446. 

12 Eoonomist, December 10th, 1938, p. 522. Count Welczeck 

desoribed Ribb~trop's behaviour in Paris as "completely 

:pathologicaltt - Elizabeth W1skemann. The R.Qme-:Berlin Axis, 
London, revised editiont 1966, p. 166. 

1; Keeslng!.§., 1939, 3428. 
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perspective xemains only a somewhat late insight into the problems.14 

The ma.in barrier, as far as an approaoh towa:cds an 

unde~tanding through this peaoe deolaration was concer.ned. arose 

out of tha fact that both sides interpreted it in dif£e~ent w~. , 

In partioular the oonvemations held between Bonnet and von 

Ribbentrop in PaI.'is later led to muoh oontroversy. The Bunder­

standingu was definitely a misunderstanding espeoially as far as 

Easter.n Europe was oonoerned. The broadoast statement by von 

R1bbentrop after the signing of the deolaration made this quite 

clear, when he pointecl ou-b that agreement had been reached Uto 

open the road to reciprooal reoogni tion a.'I1d oonsideration of thei=r 

vital national :tnterasts.n15 This meant in Na.zi jargon nothing 

but full reoogni tion of Ge:cm&'lY's ambi tiona. On the other hand. 

the declaration xeads that there was U due account being taken of 

their (i.e. Franoe and Gema;ny) partioular :relations with other 
16 Powers.1I These oont:cadiotions were ignored at that time and 

eaoh side was pleased to feel its OQlL position seoured, albeit 

mistakenly. 

The political oontents of the peaoe deolaratio!l should 

not oonoeal the speoial emphasis given by von Ribbent:rop and Bonnet 

to eoonomio problems during their oonve:csa.tions on the da.y of the 

signing of the declaration. Fox instance, Bonnet was :p~tioula.rly 

oonoerned with a general inorease in the exohange of goods between 

the two oountries and with the oonclusion of an agreement on 

tourism, while von Ribbentrop hoped espeoially to promote Geman 

exports to Franoe and to extend Gennan trade relations with Frenoh 

colonies.17 Originally the declaration was sUPIJosed to have a 

paragraph dealing with eoonomio problems. It was finally struok 

14 F1andm. op. oit., PP. 295-6. 

15 Keesing1s, 1938, 3357 B. 

16 10 <It o. OJ. • 

17 Doc. G.F.F" vol. 4. OPe oit., No. 3701 PP. 471-7. 
The Franoo-Germa:n Declaration of 6th Decemberp 1938 and t."'e 

Economio Negotiatio~ between.the.Wester.n Powers and Gexm~, 

Survey, 1938, vol. 3, Pp. 172-..204. 
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out so as not to make it too long. Thua teohnioal reasons were 

responsible for this, although it did not influence the substanoe 

of the dealings. 

Milar a long time, the economio sphere had now :r!eceived , 

a great impetus and far-reaching :plans waX'e ina.ugurated. 

In their conversations the two FOl."eign Ministers had 

agreed that they would do "everything possible to faoilitate mutual 

tradett • 18 The next day, Franoo-Gexman economio discussions 

commenced in accordanoe with the line to be taken in the eoonomio 

sphere as ~eed upon by the Ministers the day before. Ge:cmany 

was represented by ][linisterialdiX'ektor Wiehl and von Campe, the 

Commeroial Counsellor a.t the German Ehnbassy, and Franoe by Direotor 

Count de 1a :Satune and the Head of the Commeroial·RelatiOns 

Department at the Quai d. t Orsay, Delenda. 

The main topicsf which were discussed there, can be 

summarised as fol1ows:_19 

1. Methods of ino:reasing imports of Geman goods to Franoe. 

2. lJ.Iethods of inoreasing imports ot French goods to Gemany. 

3. Promotion of ~eements between individual grou:ps in the two 

countries. 

4. Promotion of" Geman trade with the henoh oolonies. 

5. Promotion of tourism between the two countries. 

6. EConomio co-operation between Franoe and Ge~an,y in other 

oountries. 

This oovered a wide :range of ]?J:'oblems and both sides 

agreed to prooeed step by step. Thus the conversation was intended 

to olarify the various points of view bef"ore trying a.t a, later stage 

to reooncile the mutual wishes and pr9posals. The main obstacle 

for a revival and extension of Franoo...Geman trade was, however, the 

still inoomplete reoovery of the French eoonomy. Nevertheless it 
was agreed to make a start wi tIl a bette:r! adjustment of" the French 

imporl quotas to changed eoonomio conditions. It seemed a. ma.tter 

of urgenoy to assure a better utilisation ot the quotas opened by 

18 Dpc. G.F.P. t series D, vol. 4, op. oit., No. 370, p_ 471. 

19 Ibid., No,. 371, pp. 477-81. 
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Franoe to Gel:1lla.n;y. Due to the shifting of Frenoh demand and 

ohanges in the overall economic oondi tiona, only 552 million fl.'a.l1.oS 

out of a total. of 825 million francs of the industrial quotas 

allotted in i938 by France to Gemany were utilised.20 
On the 

other hand; Dlazw of the quotas available were oompletely inadequate 

to meet the French demand for oertain goods, particularly in the 

oase of agrioul tural and textile machinery. Furthermore~ an 

inorease in the market share for henah goods in Germa:ny Vias largely 

dependent on Franoe t s' a.bili ty and willingness to import mo:ce German 

goods. The French side was here prepared to make the 1fheavy 

sacrifioeH of- importing German industrial goods on a. larger soale,. 

but she expected a reciprooal gesture fxom Ger.many in importing 

more of Franoe' s surplus agrioul tural produoe. The French 

representatives expressed their surprise that GeDWany had ma~e 

little or no use of existing faoilities for barter t:cansaotions 

with the French oolonies and in paxticu..1ar of available oradi t 

£aoili ties for such transactions as agreed upon in the Franco-

Geman Oommercial Ag'Xeement of 1937 as amended. The German 

representatives held up against thi~ the various obstaoles which 

had been involved. Despite the co-operative attitude ot the 

French Ministry of Oolonies, a. strong 3Zesistanoe by Frenoh industry 

had developed against Gexman products destined for French colonies 

and auCh a resistanoe was strengthened by the support and protection 

exe~oised by overseas colonial authorities. This again illustrates 

the divergence between latter and spirit of the Commercial Agreement 

of 1937 and in addition, it reveals the gap between the theo~es 

developed at the conference tabl? and the actual outoome. The 

French side proved to be'V"G1W' oo-operatlve and not ~ promised 

to go into the ma.tter of these obstacles but even considsl?ed 

inviting Ge:rman £i:crns to parlioil'ate in the develo:Plllent of large 

publio undertaJ.d~o<s in the French oolonies. In addition, 

oo-operation in large-soale projeots in South Amerioa, Afrioa and 

South-Eastern Europe was envisaged. In this oonnection speoial 

reference was made for instance, to large-soale road and bridge 

oonstruction in the Balkans, to the building of railways in Atrica, 

and to the development of :ports in both Afrioa. and South Amerioa. 

20 Ibid. f No. 398, p. 512. 
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SuCh far-going co-operation would have been more eoonomioally 

profitable for both sides and would have also tended to reduce 

Franoo-Geman antagonism with respect to third cotmtrles. 

Theconveraaiiion refetted to above was followed by 
, 

various subsequent oontacts between both Gove:rnment officials and 

industrialists from eaoh side. T~oanve~ation of December 7th 

remained the main basis and it was not before February that further 

detailed plans were put :rorwam. On January 30th, 1939, the sixth 

al111i"V'ea~ary Of his <loming to poqer" Hitle:r: was to deliver his 

traditional speech, an event which was looked u:pon with mixed 

feelings.. Under the shadow of feaJ:> that this speech would b.ring 

about a further escalation in Geman militant demands, the Stock 

Exohange 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 oomparatively conciliato:r.ay and was consequently 

followed by a similar rapid upward movement of' prices on the Stock 

Exchal1ges.21 Th;i.s new confidenoe in the fu~e also favou.rably 

influenced Franco...GeDllan economic contacts and ma;n;y people Vlere 

prepared to ignore what The Eoonomist already took for granted 

, ' 

when ma.intaining: uGe:rmanyts neighbou:cs •••• oan no longer be lulled 

by a. speeoh, even one full of the fair·est promises • .,22 The renewed 

21 E • t F b 4th 1939 2:!:A conoml.S t e rua:ry , , 1'. .Pi". 

22 Ibid., p. 235. Hitler: ttThe assertion that NationaJ.-Sooialist 

Ge:rman;y' will in the near future attack or divide up l\forth or South 

America, Australia, China or even the Netherlands •••• need o~ 

be complemented by the prophecy that after this we have the 

intention to occupy immediately the moon •••• The objection that 

colonies are a wo~less asset is self-oontradiotor,r. The 

objeotion that Ge:t'm~ would use colonies for the Pur:Pose o£ 

building up strategic positions is tantamount to a denial of 

general rights. We do not need oolonies for strategio pttCJ?Oses 

•••• The denial of colonies foroes us to seek national self­

sufficienoy •••• There are no diff erenoes between England ~d 

Germany •••• The same applies to France. n (lVtY emphasis) -

Keesingfs, 1939, 3428. In the French press, the Hitler speeoh 

was in general reoeived with oertain relief~ but a high degree 

••••• footnote 22 oontinued/ 
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F:ranoo-German discussions were continued with greater vigou:r: and on 

February 21st von Campa reported to Berlin that lila Baume received 

our suggestions in a particularly eager and aocommodating manner 

•••• la Baume told me the Fuehrer's great speeCh had aroused deep 

interest among leading Frenoh statesmen. u23 This readiness to 

co-operate can again be illustrated by the fact that Daladiex gave 

instructions that the I1£ogramme for further Franoo-Ge:r.man economic 

oonversations should rtbe drawn up under his personal gt1idance.,,24 

Furthermore, a gertbre _ ECQnomi9.,ue FX?1l.Q..Q.!-A11emand was set up with 

the enoolXl.'agement of' Bonnet on Febrtl.ary' 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 Frenoh Chambers of Commerc?_ Of a particular~ p~mising 

nature were plans to eS'hablish Franoo-German syndioates for the 

economio development of the French colonial territories. On one ' 

hand, this would have served Germany-Is needs for raw materials and 

on the other, it would have ensured a rapid rate of eoonomic growth 

in those territories, whioh again would have been profitable fOJ: 

Franoe. It shotlld be noted how-ever, that the opposition in Frenoh 

industrial circles remained fairly strong, particularly due to fears 

of' having to face up to oompetition by German indastJ:'Y.25 

There were two points where certain reservations were 

made on the Geman side without, however, seriously affecting 

----------------------------~~.-----,-.------------~ 
22 Continued 

23 

24 

25 

of apprehension remained -Le Temps: ftThings remain as they are. 

This means that, if one must oontinue to be vigilant and take all 

the necessar,y precautions against the evantuality of the worst 

happening, the door remains open for the policy of oonsultation 

and negotiati9n initiated at the oonclusion of the Munich 

conference." ... J{eesjngts, 1939, 3429. 

DQcz G.F .P •• series D, vol. 4, 01'. oit., No. 388, pp. 498-9. 

Ibid., l'fo. 38D , p. 499. 

Ibid., No. 388 , p. 500. 
Ibid., No. 391 9 p. 5°4. 
Ibid., No. 393, p. 506. 
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progress towards agreement. Firstly, she made objeotions to 

economio co-..o:peration in the Mandated Territories since such a 

co-operation. in the event of f'l.lrther German colonial demands t 'Would 

have made it easier for France to refuse these demands on the gl.~Ullds 

that Ge~ had alw~s demanded eoonomio outlets professing her 

willingness to give up her rights of sovereignty, and since her . 

economio partioipation in Mandated Territories was now envisaged, 

further demands for colonies would have been unjustified from the 

French point of view. This again illustrates the ambigtl0us oharacter 

of the German claim to colonies. In addition, the German 

representatives reserved their right to refuse the otfer made by 

Franoe to oo-operate with GermarjJ1· in Spain. After the final success 

of General Franoo in the Spanish Civil War, powerful eoonomio 

pressure grou]S in Franoe had demanded a spee~ restoration of 

nomal relations with Spain, in o:cder not to lose all standing on 

the Spanish dOlaestio market. Ge:rma.rw became rather suspioious of, 

the F~ench offer, sinoe she might have oompromised herself and might 

have been abused by Fl.'anoe who had changed her attitude towards 

Spain out of puxely finanoial reasons. Eioweverf> Geman and Frenoh 

interests were in this case of a complementary nature. In a 

memoralldum von Campe expressed this as follows: 26 

Germany has her good relations with the Fxanoo 
Govexnment to offer, her teohnioians alrea~ 
installed there, and the existing organisations; 
France on "bhe other hand, would have long-tem 
credits in foreign exchange to place at its disposal 
and, if necessary, also labou:r. 

Thus everything looked very promising and on Maroh 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 start of a new era of Franco-German 

economic oollaboration had been established. Fina.lly, on March 11th, 

the "first conorete proposalsu were presented to the Reich.28 They 

were the outoome of the preliminary negotiations which had begun with 

the 'lOll Ri'bbent3lop nsit.. Thus the. :['.oundation was laid £01: a 

26 
Ibid., No. 389, 5°1. p. 

27 Ibid., No. 397, p. 5°9. 
28 

Ibid., No. 398, p- 510. 
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oomprehensive settlement. Final negotiations between the two 

Governments and industrialists 1.lllder gove:cnmental supervision were 

soon to oommence in order to come to definite agreements, and to 

reach at least a first stage ofco-opera·1iion. For instance, plans 

were already draWlL up for the oarrying out of the following projects:29 

1. Joint exploitation of the Co~tr.r iron-ore deposits. 

2. Joint exploitation o£ umbrella trees for the produotion of 

pulp for paper mald.ng. 

3. Ge~an supplies for operating tile lmini manganese mine in 

Mo:t>occo. 

4. Colle .. boration be-m-feen the Societ~ FranQaise de C:Q.Atil1.Qt1 

Commeniin and the Vereinigte Stahlwerke for the supplying by 

Genna;r~ of 10 million franos t worth of machines and tools for 

equipping the Ha,louze (Orne) iron mine, in exchange for 

deliveries of iron-ore. 

5. Joint exploitation of patents and industrial prooesses. 

All was brougilt to a, sudden end through the annexation of 

the rest of Czeohoslovakia by GermaJl31" on Maroh 15th, 1939, txa.nsfom.ing 

her into a Ger.man Froteotorate.'O This was a clear violation of the 

:Munioh Agreement and for the first time Hitler oould not olaim that 

he was only aiming at a revision of the status guo as oontained in 

the Versailles Peaoe Settlement. in order to unite the Gemsll peoples 

in Central Eu:cope. This time it was nO'J;hing but an act of aggreSSion 

and an ul·timate ohallenge to the Western Democracies. 3J 

After the Ansohluss and uMunichtJ
, for the thi:cd time 

Daladier was voted plena:cy powel.~ on ~ch 18th, 1939.32 The mos't; 

Significant measures taken were those for the mobilisation of Franoe's 

economio energies. For the first time for many years, reforms oould 

._----------------------,--------
29 Ibid., Fo. 398, p. 512. 

30 
Kessing's, 1939, 3484-92. 
See attaohed map, ~~esingfs, 1939, 3484 A. 

31 Frenoh and.British Reaotions to the Destruotion of Czeohoslovakia, 

Survey, op. oit., PP. 26-34_ 

32 Keesingta, 1939, 3491 B. 
Eoongmist, March 25th, 1939, p. 607. 
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be undertaken which had been blocked by electoral interests. 

This mani~estation of authority had repercussions also on the 

monetary sector. During this crisis, the ~ranc remained ~airly 

stable and ~urther, there was no automatic flight o£ capital, as 

there had been during provious crises.33 These were encouraging 

signs whioh nevertheless cam~ rather late. They did little to 

discourage Hitler in his expansionist drive. 

Due to the events of lY1arch 15th, Franc o-German trade 

talks that had been in progress in Berlin were broken up on 

March 21sto It would be wrong to assume that Fra.nco-German 

economic relations were paralysed by these events, but hopes for any 

economic collaboration which had been so promising were largely 

abandoned. Nothing remained of the Franco-Gerrnan peace declaration 

of Decembel.' 6th, 1938, which :in any case had nourished only false 

hopes and deceived many., The unew plant! of Paul Reynaud, then-

MinJ.ster of Finance, now ih"ought a war economy to France as well.:. 

Nevertheless, Franco-German commercial negotiations were taken up 

again and on J1-me JOth1 1939 the Comm~rcia1 Agreement o:f 1937 was 

renevled for a"1other "Jreax:~ It i~ _ interesting to note that the 

Agr'38ment included the Bohernisu """" Moravian Reioh :Protectorate.34 

This clearly illustr3.tes h~' pragmatic attitudes remained despite 

increasing political tension, and it might not be wrong to suggest 

here that in this almost hopeless state of international a~fairs 

hope still prevailed , although the hopes for large-scale co-operation 

in the economic sphere, which had run high a few months earlier, could 

not escape being eroded by mounting antagonism in the political spher9, 

which was to culminate in the outbreak af the Second World War. 

----------------------------------------------------------------------
33 Ibid., p. 6130 

34 Keesin~~ 1939 j 3663 Ca 
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When looking o-~er the whole of the period it can be observed 

that the illusion o~ seourity and national ~bria were fatal 

barriers to a:n:y substFt!ltial economic or political co-operation. 

The struggle for hegemony on the C ontin.ant was bound to be fa-tight 

to the f"inish in a most excessive and tragical waYa Europe again 
,. 

emdrged out of its ruins'i reduced to a secon<lary role between two 

gig'3.l1t ic W or ld P mYers. 

The experience of" two world wars had to be endured before 

European common sense could take the lead. Recovery was painf'ul, 

but this tim.9 not completely in vain~ The era or the Common 

M~ket opened up a fresh beginning, witll new and better prospects. 

~ne share of Franc~~erman trade in the total trade of both 

oountries roughly spea:'.dng doubled, in comparison with the best' 

times of the interwar period. The following tables indicate this: 

~U\fCO-GERlVJA])T TRADE (~96 6) 

1AJ3LEI 

As percentages of France's 
total 

---------.----------~------

.!!POI-t~f'rorrr:~er~~y 

19~2 

!ABLE .. "IT 

Exports to Germany 

19~3 

As percentages o~ Germany's 
tetal 

~2:tB :from France 

11 .. 9 

Exports to France 

11~4 

I Tl;Le years 1945-66 represent a post-World Wa:r period of 

twenty-one yea:."s'l du.rin.g which it became a commonly accepted :fact 

·~ha.t, ecor..omically speaking, the drive towards IJhigh maSB­

cOl:'JBumptionn should be substituted :for the drive towards war, 

unlike the end of the twenty-one year period ~ 011 owing on from 

World. War O:ne~ when the two mtions were driven into anot.l1er war 

and the econom..i.o well,..,.being of Europe as a wholB was to be 

saorificed agalll~ 

By 1939, the Peace Treaty of" Versailles had vanished into 

a utopian dream$ The interbellum period became the armistice o:f 
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aJ'lother Thirty YeBJ.."S Wa:.r. In the first decade the ~eparation 

:pJ:'oblem overshadowed everything and made anu real peace settlement 

illusionary. The late 1920ls seemed to promise the emergenoe of 

an era of ~tabili ty, but the Depression revealed finally the t:ru.e 

state of affairs and the 19301s retairled these unbalanced conditions. 
I 

:Soth France and Germa;ny held the key for either peaoe or 

war. The tragedy is that they failed to foresee the inevitable 

oonsequenoes of their irresponsible policies in EUrope. At various 

times the economic sphere offered ma~ opportunities far making at 

least a beginning towaJ:'ds reaching mutual understanding. Quite 

often more than just a beginning was made. Unfortunately the 

limited soope.for suoh moves and the changes in both leadership and 

eoonomic well-being made it impossible to reaoh the aotual "take-offH 

stage and thus the vioious .oircle o.f ufailure and maladjustmentU was 

perpetuated. 

The question arises of whether a parallel can be drawn 

with the geneJ:.>al shift in the balance of political and eoonomio 

power westward to the United States in World War One and late~ 

eastward to Russia in World Wa:r: Two. In comparison, the shift in 

power between France and Germany was not lasting. After Wo:r:ld 

War One, France im~oved her position L..t the expense of Gel'.mfl1W in 

an effort to establish herself as the leading Power in Europe. 

Notwithstanding the differenoes in eoonomic potential between the 

two oountries, there was a marked shift in the raw material resource~ 

a.vailable and the basis of German heavy industry, her so-oalled 

Rohsto.ffbasiA, was greatly reduoed, espeoial4r with regard to iron­

ore. Historical experienoe Shows that both countries gained and 

lost to a. similar degree and at the end of our period Gemany, 

after having built up a new powerful position, lost it both 

politioallyand eoonomioally speaking. After World War Two, 

Fra:neet again on the side of the victol!s, maintained her raw ma.terial 

basiS, whilst Germany was £aoed with an even more complete defeat 

and her raw material basis was reduoed to an even greater extent 

than attar World Wa:r One and this time pexmanently. Despite thiS, 

sha managed to make a 8uxprising reoovery and two deoades after the 

war, she had regained in Dla~ respects the role of leading eoonomio 

Power in Europe which she ha.d enjoyed before World War One. This 
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was notwithBtanding Franoet aoomparatively advantageous positionf 

since she had not been faoed with a per.mane.nt~ reduoed eoonomio 

basis. 

Thus neither nationJs drive for hegemony had proved to be 

suocessful. The expe:r:ienoe of two world ~'iars and their. eoonomio 

consequences had laid the foundation for a new beginning, whioh 

opened the w~ to mutual prosperity through economio integration in 

Europe. 
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I", Frgnoo~Ge~n Tra&& 

10 Ge~ 

(Special trade with Franoe in million Rl[) 

German As Percentage G'eman .As Peroentage 
Impor'l:;s of '1oteJ. Exports of Total 
From Imports Into Exports 
hanoe Franoe --

191.3 533 5.2 79,0 707 
1923 247 4t1 0 183 3,,0 

1924- 812 8~'] 184 2 0 8 

1925 691 5.3 539 6~8 

192h 517 A·,,9 712 6(!1B 

1927 l~O09 7.0 642 5~9 

1928 962 6119 809 5.6 
19~9 841- 6~3 1,P77 8,,0 

1930 683 6.6 1.31~ 11eO 

1931 454 6.7 973 100 1 

293~ ?79 6,,0 572 100 0 

1933 300 701 479 90 8 

1934 177 4.0 28g 6~B 

1933 154 3>t)7 253 599 
1936 99 2,,3 g55 5~3 

1937 156 2·~9 313 593 
1938 144 2t1.6 217 4111 

1939 . 78 1 0 6 1~9 2.5 

N,QJ3. As from 1925, German reparation deliveriq;a ill k:ind Are 
, 

included in Ge~an export figures. ,:~ 
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2e F:range 

(Speo:t.a1 trade with Geman;y in million f'ranos) 

hanah .As Peroentage Frenoh As Percentage 
, Jin:ports of Total Exports of Total 

From Imports Into Exports 
Germany Ge:rmany 

1913 1,069 12.7 .867 12.6 
1939 755 2.1 19560 13.1 

1920 2,668 5*4 1,502 5.6 
1921 29615 11.5 1,877 9.5 
1922 1,446 5.4 1,970 9.2 
1923 1,174 3.6 ;1,080 305 
1924 2,051 5.~ 3,959 9.3 
192~ 2,346 5.3 3,~:;3 8.2 

1926 4,925 80 3 4,3~4 7.4 
1921 4,170 709 6,63.0 .12.0 

1928 5,004 9.3 5,623 10.8 
19~9 676~, 11.4 4,743 9.5 
1930 7,937 15.1 4,155 9.7 
1931 6,14~ 14.6 2,749 9.0 

19~ 3,6),3 1201 1,699 8.6 
1933 3,037 10.7 1,714- 9.3 
1934 2,226 9.7 1,989 1102 

1935 1,738 80' 1,051 6.8 

1936 1,774 7.0 666 4.3 
1937 3,249 7.7 1,565 5.9 
1938 3,153 6.9 1,851 6.1 

1939 2,089 4.8 1,036 3.3 
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II. 

liJ Note Circulation Ind~ 2~ Exchame Ra:he (Be.linl 
(:My own oalculation) (100 franos :: x RM)" 

Genna.m F:cance 

1313 lOP 100 Bl1l3 
:918 503 433 ~ 

1919 790 533 
192C 1 9230 541 435.9 
1921 t;"- ,. 777.6 
192~ ... 28,730.0 (Oot.) 
1923 37 millions 661 181.0 milliards (Ooto) 

1924 71 710 22'411 

1925 86 872 2P.1 
1926 96 917 13.7 
1927 104 985 16c5 
1928 109 1,090 16.4 

1929 109 1,185 16.5 
1930 105 1,330 16., 
1931 119 1,461 16 0 5 
193~ 93 1,450 16 0 6 

1933 94 1,411 16.5 

1934 99 1,432 16.5 

1935 105 19412 1(j~4 

1936 115 1,530 1502 

1937 123 1,596 10.1 

1938 171 1,398 7.2 
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,. Cost of Livjng Ind.ex 

GeJ.l!laTlY hanqa 

Ba~f!: 1~13LM = 100 

1913/14 100 100 
1920 '!"" 342 
1921 ~ 309 
192!! ~ 296 
1923 334 
1924 128 ~69 

1925 140 400 

1926 141 505 
1q27 148 514 
192$ 152 519 
1~29 154 555 

Base: 1929 = 100 

1930 96 105 
1931 88 102 

193~ 78 95 
1933 77 94 
1934 79 93 
1935 80 87 
1936 81 91 
1937 .... -. 81 IIi 

1938 82 126 
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III. IndY:§!trisl .. l2;,Qfl11..qji.~Qn 1..ndex 

10 Q..?.m.?;lYJ3~~_;...J928 = 100 

General.~~ hoduae.r.s t GOOdEt ~~~J GOQ.da 

1924 69 .. 
1925 7') 80 77 
1526 77 79 73 
1927 97 96 ~9 

1928 100 10.0 JOO 

19~9 101 103 99 
lS3C 89 86 95 
1931 73 61 90 
193~ 59 46 7f3 
1933 6~ 5J!· 83 

1934 83 77 93 
1935 96 99 91 
1936 107 113 9a 
1937 117 1~6 103 

1938 125 136 107 

2. F2;anQ§. 

a) J3asEi.: ... 1913 = )£ill 

~4!al Indgz: !J:g~~Sl~ . Textiles 

1913 100 lOP lO() 

1924 109 J.23 8a 

1925 108 1),5 91 
1926 126 132 97 
1927 110 1M 89 
1928 1~7 138 99 
19~9 139 157 92 
1930 140 157 85 

:1.931 124 13E 71 
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b) ,BaseL19.2Jl = lQO 

!ieneral ~ Engineeri..ng ~extiles 

1928 100 100 100 

19~9 109 J.10 100 

1930 1';8 100 94 
1931 94 90 80 

193~ 78 68 74 
1933 a8 77 89 
1934 82 72 78 
1935 79 71 80 

1936 85 '78 86 
1937' S9 8a 88 

1938 83 76 84 
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:'Vo Summary o! Re;Qa.#~tions 

111 Up to Dawes Plan 

2a During Ooou~ation of 
the ~uh~ Distriot 

3~ Under Dawes Plan 

40 Under YotUlg Plan 

5. Gennan 
"internal SQl.'Vic~su 

Total 

GemaJ). Ev:'!l.uatio±l Evaluation bX 
Reparation 
Commission 

(:i.n milliard goldmarks) 

40.7 8.7 

lQ4 0.9 
~~O 70 6 
3.1 2 0 8 

53.2 20.0 

14.5 0.8 

67.7 20.8 

Reoeipts of Franoe (September 1, 1924 - June 30s 1931) 
(in milliard goldmarks) 

1. Under Dawes Plan 3.9 
~. Under Young Plan 1.5 
3. Prooeeds of Young 

Plan Loan 0.6 

Total 6.0 

Souroes: Fe Luetge, ~§ohe So~ial- PAd Wirtsohaftsge£chJ-chte» 

Berlin-Heidelberg-llfew Yo:rk, 3rd edition~ 1966, p. 541 .• , 

Friedensburg, Die WeJ.m.a,rer ~~, op. oito, PI'. 103-5. 
Clough and Cole, op. cite, ~o 750. 
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1 ~ Indioes of the QuantuJR q,f Goods En'her; ng mtQ the Trad~ 

of ~?nd N~rth America. 

1929=-100 

1Jl1:.l?or~ h12Q~~ 

1925. .l9Jl 1933. .19.2Z 122.2 122:L .l.9.22 19.3.1 

Euro~ 85 95 80 91 82 83 69 84 
North 
.Amerioa 77 75 63 95 85 71 58 85 

2...otn.'oe~ 1e~e of ,Nations 9 !Qr1i_P".coduction and Prices, 1937/:;8, 

po 73e 

2. j>iag£E!1L.1 (Sea next page) 

Annual World Indioes (Excluding U 4;S 08 &R.) of Manufaoture 

of Capital Goods and Cor£umption Goods~ 

19L9=lOO 
I~ Con9umption Goods 

II. Capital Goods 

III. Manufacturing 

Sou:r;ce~ ~8fl1le of Nations, World ProduoJuion and hines, 1937/38, 

p. 24. 

3. ~~£,lI,L II (See next :page) 

Indines of World Manv~aaturing. 

1929==100 
I. World (inolud~ U.S.SeR.) 

II. World (exoludL~ U$S.S.R.) 

III. Eu:rope (exoln,ding U.S.S.R.,) 

IV 41 ):\Torth .ihne:rioa 

~01ll:'oe~ Lf)agu,e oj Na-ijiont!9 World Produotion and n-ioef?", 1937/38, 
p., 23. 

4. Dia~§YL.!ll (See next page) 

r.h8~g~S in Ind~t~ial Produotion in 1924-29~ 1932-37, 
192.9,n,0 al1d J.937~38 iT!. Tla.::cious CO:J.1l.i;xies (J 

fioll.l!oes: Le~e qf_)'T~;bio!l£l.7 Wq~ld Economio §~..§!Z, 1938/39~ p. 107& 



v. The Wo.,.ld Economy (DicKra111s) 

QOr-------------~------------~--------------~------~20 

~------------~------------~_r--------------+_--~~~OO 

\ I 
, I 
V. 

, 401920 21 22 23 24 25- 26 27 28 29 :30 31 32 33 34 35 36 37 4() 

1. 1924-100 
'1Or-------------~ 

1929 

.,O .... ~J.46 

n. )937-100 m. 1929-100 
r-------------~ 110 

1932 

QJII4AHY 

1937 
70'---------' 
1929 

Dia<T81r ITl .. 

rl.. 1937.100 

Jl'1Ht.H 

~~-"=:::II1''''l·~ 
s .... £DVt 

1937 

DiE£I'e.m I. 

Dia.!:1Tar:! II. 
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Souroe: C A<Kc, Lei th~ The World Iron a:a.1.d S-ljBel Si tua~tion in. :i:1';8 

Bearing on the French Oooupation of the Ru.'hr Sl EL..i\. 
vol. 1, 1922-239 afte~ p. 142. 



The production of iron ore, piC iron and steel, and 
the consumption of iron ore and coal arc shown for each 
of the principal fields. 

The generalized movements of coal and iron ore are 
indicated. Each red line represents annual shipment of 
one million tons of iron ore. Each green line represents 
annual shipment of one million tons of coal. 

Movements of coal to outside districts are only partly 
shown, and movements of iron ore from outside dis­
tricts are not shown at" all. 

The figures are those of the last pre-war year, 1913. 

R A N c 

SOALE 
10 0 20 40 

~3rl---- -==:-~~_.~ 

IN :MILES 

CO"II'ILI:V I;Y C. K. LJ-:nll 

E 

L L A N D 

IRON ORE PRODUCED ~ 161,310 
mON ORE CONSUMED E' _. _-:-:-:::I 1,321,000 

COAL PRODUCED ~_===========~I22,8n.ooo 
COAL CONSUMED ~ 3,700,000 

PIG IRON PRODUCED 2,4GG,7oo 
STEEL PRODUCED -"":12,100,000 

i 



- 2:'4 toO 

Ie Annnaire Gen~h.·M.Jie la Franoe at de l.~~k~.nger, Part II, 

Indv.~tl:ie e·t CommeX'ee$' Paris, 1919-26 (I 

:;. Statistgq"hes Ja4:ebuoh fue:r daa Deutschl1 Reioh, Statistisohes 

Reiohsamt, Abt. VII? Auswaertiger Randel, Abt41 VIII, Preise, 

vol~ 41-59, Berlin9 1920-41/42. 

4. SChrif~cn des Institute fuer Konjunkturfo~schung: 

Woohenbe~;'kc.ht.e. d~€! Insti tuis fuer Kon.ljunktq;r;forschurg. 

Yiertel;!aQ;i.-eslief,;l:ie ~u:r: Kon~f.oxsohYIJ.g." 

§],aJiiat;tk. .des In- und AU§landes f edited by Ee Wagemannl: 

5. St&tistj.oal Ye~boQk1L2.t_jlhe League of Nations, 1931/32 and 

1938/39~ 
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.APPENDJX . :s 

I~ Ill1).sir~~tion 9f' eaoh Count:tj'" s FJhare in Steel Output o£' 

Ruhr-Lorra.j.ne-Channel Unit (1913). 
1.0 Franco~ ~ennan Field of Interaotion, Expressed in General Tems (t 

29 Fl.'alleo-German Field of Inte:r.-aotion, Expressed in Numerioal Te:cmso 

IIQ BiograPhioal Glossar,y. 

III~ Seleot Chronological Su:r.vey of InterNal: Period. 
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1. FranQ_q-German 'ield of Interaet1onL-Expressed in General Terms. 

Vi\Jtor: Germ~ ~G.l Victor: Frano e i i ~l 
(la.) (lb) (10) (2a,.) (2b) (2(: ) 

G. F. 1"1 .,;. F. G. F. F. G~ F. G. F. 

Ruhr District all •• ~2 • • ~3 • • • • ~4 • • ~5 • f 

Saar Territory a21 •• ~2 •• 8.2, It • • • a
24 • • a25 8.26 

Luxemburg a 31 •• 8.'2 •• a." •• · " 8.
34 

,. a,S • • 

Lorraine An~exee 8 41 • • a,42 • • a43 • • •• a
44 

8
45 fOe a

46 

French Lorraine •• a51 a
S2 

II • as, ~ ~ 8.
54 •• a

55 • • 8.56 
Pas de Calais • • a61 •• a62 aG, '3.

04 • • aC5 · ., a66 · ,. 
Belgium •• • • • • " . ~3 •• • • . ) • • • fI 

It • 

N .B. :t will b& noted tha-t the excessive territorial clailll made by Fra.nc~ urJ.der (20) is 

equal to the actua.l outcome ~ the Pea.ce Settlement, in terms of the above steel ... · 

producing areas, since in both cases there was an extension of French control over 

Aleace-Lorraine and the Saar Terri tory. In this model, the area. covered by a. 

• .". -i"f 4-..\.; / 
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2. FranQo-Ge~ Field of Interact~on, ~~ressed in Numerical Terms. 

(In Percentages) 

Victor: Germany {G 0 ~ Victor: France {Fit) 

(la) (lb) (lc) (2a.) (2b) (2c) 

G. F. Go Fo G. F. FQ G. F. G. Fo 

Ruhr District 50.3 •• 50.3 
" It 

50.3 " . •• 50.3 •• 50.3 .. .. 
Saar Terrlt::>ry 10.4 " .. 10.4 " . 10.4 " . . .. 100 4 

" " 10.4 10.4 

Luxemburg 6.5 .. .. 6.5 • • 6.5 ... . .. 6.5 . .. 6.5 ... .. 
Lorraine Annexee 11c4 . .. 11.4 • • 11.4 •• tt • 11.4 11.4 " . 11,,4 

French Lorraine •• 5Q5 5.5 It • 5.5 .. .. 5.5 ~ " 5.? ,. 5.,5 

Pas Je Calais ., . 5.5 .. " 5Q5 5.5 " qo 505 ... 5.5 5.5 

Belgium .. ., .. . ~ .. • • 10l)4 41 .. .. . .. . ~ . " . 

buffer state on the left bank of the :Rhine would not constitute one of the parts of 

the uni 'G ~d is not here direotly ~"elevant for the balanc e be. tween the two na tiona 

in terms of steel output. 

Go 

50.; 
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II. BIOGRAPHICAL GLOSSAAY:.* 

Adenauer, Koltrad: Ge:onan statesman; member of Zentrum; Lord Mayor 

of Colo,gne, 1917-33; after World War Two,} Leader of Christian 

Democratic Union and first Chancellor of Federal Republic. 

Barthouf louis: French statesman and lawyer~ President o£ Reparation 

Commis5io~ 1922-26; one of Poincar~ts olosest political 

associates; appointed Foreign l\1inisterjl 1934; wi-th King 

Alexander of Yugoslavia, murdered in lIiIaJ:seilles, 9th October, 1934 • 

.J2.1:mn, Leon: French statesman; a leader of Sooialist Pa;rty; three 

timef3 P.remier; led Popular Front to power, June 1936; followed 

a polioy of social reform; finally agreed to monetary devaluation; 

stood for uno;u...intervention" in Spanish Civil War. 

Bonnet, Georg~s: I Fren~,h politician; F~eign Minister in DaladieJ: CQ,binet'J 

April 1938 - SeptembA~ 1939; sided with strong paoifist group 

in Cabinet; signed hanoo-German Peace Deolaration. 

Bradbu;r;y, Lord (Sir John Swanwick): British finanoier; chief delegate 

to Reraration CommiRsion in ParLq, 1919-25. 

Briand, .Ari.stide: French statesmB4l.; eleven t:iJnes P.r.emie~;· Foreign I 

Minist~rt 1925, 1926-29, 1929-32; largely responsible for 

Franco-German detente :in second hall of 19201 s; shaxed Nobel 

Peace Prize with Geman Foreign Minister, Gustav Stresemar.!ll, 1926. 

:Swening~ Heinrich: Gennan statesman; aotive in Christian trad.e 

unions in 19201S; member of Zentrum; Chancellor, MaJ:.och 1930 .., 

May 19~2; attempted '~o fight Dep~sion thro~ defl~tionar,y 

policy. 

Cailla1.-q, Joseph: . French po1~tioian; f.remier, 1911-12; Minister of 

Finanoe, 1899-1902, 1906-09, 1911.12, 1914, 1925~, 1935; 
introduced income tax into Franoe. 

Chamberla.in, Neville: British Conservative M.P., 1919-49; Leader 

of Conservative Party and Prime Minister, May 1937 .. May 1940; 
signed Munich Agreement. 

Couden.1J.Q'venoKaleJ;Kj:" Riohard, Count von: beoatr19 ff'JllOlii3 w:tth. essa~'~ 

flPan-Eu:r!ope", 1923;. founded Pan-European Union in same year; 

started jott:r."l'la.l _~~uroP.El, 1924, fostering unification of Europe. 

!~e biographioal details eiven relate principally to the interwar period. 
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Qurtius t Julius: German politician; M.P. for German People's P~; 

Minister of Eoonomic Affairs, 1926; Foreign Minister, 1929-31; 

resigned after failtU'e of Austro-German oustoms 'lmion. 

Dalailier, ' ~dou.a.rd: Frenoh statesm~'l; Radioal Sooia1ist deputy, 

1919-40; L1lCceed.~d Harriot as P.r.-esident of Radical. Sooial~-P. 

2a~t.y, ~anu~~ 1934; hald vario~ Ministries, 1924-25, 1930-32, 

19349 1936~40; Premier, J~ - Ootober 1933, Januar,y­

Februaxy 1934, April 1938 - M8x'ch 1940; signed Munioh Agreement. 

Dawes, Charles: .American 1awy~r, financier and politician; first 

Director (1921) of the U OlS ~ Bureau of the Budget; head of 

oommittee investigating sCLedule of Gexman reparation payments; 

resulting Dawes Plan, in. effect September 1924, based upon , 

GeDIl~1s capacity to pay; superseded by Young Plan, May 1930. 

Delboa 1 Yvon: he!1..oh -politician;. <;t leader of Radical Socialist 

Party; Foreign lVdnister, 1936-38. 

Faure, Paul: French politioian; a leader of Socialist Party; 

known for oriticism of Leon Bl1.IDl in years preceding World Wa:r Two. 

Flandin~ Pierra Etienne: Frenoh poU-t;ician; held various Ministries'} 

1924-36; a leader of A1lianoe Dem0cratique, a centrist 

:po1itioal party; P.remier, November 1934 - May 1935; after 

Popular hont election viotory, beoame spokesman for aoa-opera.tion 

with Nazi Ge:r:rnru.vo 

Fooh, l'la'rshal Ferdinand: French mi1it'3J:j7 leader; Genf\ral-in-Chief 

of Allied annies in Franoe; led oounter-offensive stopping 

GeJ.'man adva:l1.oe, July 1918; responsible for bringing about 

German retreat and AD:rdstice; advised against occupation of 

Ruhr. 

Frcm.coia-Ponoet" Andre: French politician and diplomat; expert on 

German affaixs; eoonomio advisor to the Commanding General 

9.1..lX"ing Rubx, oocupation; .Ambassado:c in Ge:rmany 9 September 1931 

log October 1938. 

Funk, Walther: Ge:rman journalist; resigned as editvr of Berliner 

Boersenzeitungt joined National Soo:lalists, 1931; liaison 

between l~azi Party and pusiness leael'3J:'s? Mi.nister of Econo;u.io 

AffairS, NoveIJ1ber 1937 - May 1945; hesident of Reioh3bank~ 

Januar,y 1939 - May 1945. 
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Goering, Reioh l.1arshal Hel.'Illann: President of Reichstag9 ;1.932-45; 

Minister P.r.-e~iaent of Prussia and Reioh Minister, 1933 .. 45; 

Commander-in..chief of Luftwaffe, 1935=45; Commissioner Ior the 

Four 'Tear Plan, 1936-45; founded He:rm&m Goering Wo:t'ks, 1937. 

Herriot, Edoua:t'd: F:renoh politician; a leader of Radical Socialist 

~; Premier and Foreign Mipister after eleotion viotoxy of 

Cartel des Gauohes, June 1924 - April 1925; responJible for 

evacua.tion of Rupr and acceptance of Dawes Plan; held various 

Ministries, 1926-36; President of Chamber of Deputies, 1936-40. 

Hindenburg, Field Marshal Paul von; German military le~er; resigned 

as Supreme Commander, 1919; Reioh President, 1925"34. 

Hitler, Adolf~ Chanoellor of the Reich, 30th J~, 1933; Fuehrer 

and Chanoellor, 2nd August, 1934; made relatively few deoisions 

iJ:"l. economic affairs in early years of' regime; assumed command 

oI Webnnaoht, FebruarJ 1938; oommitted suioia.e, 30t.h April, i945. 

Hoes..9..ll, Leopold vo:p.:GeX'm€k"'1. diplomat; .Ambassador in France, 1924-32; 

ArnbagSEI.d oX" 7.~:'.:. Great Bri tain~ 1332-26. 

Keynes, John liIaynard (Ba:::::on Keynes of Tilton): British economist; 

outstanding influenoe on development of eoonomic theory; editor 

of EooEQBlic, Jou;r'Tla~9 1912-46; prinoipal represen-t;ative of 

Treasury at Paris Peace Conference; famous for attack on 

Peace Settlement. 

Klotz, Luoien: Frenoh politician and lawyer; Minister of Finanoe l1 

1911..-,13, 1917~20; advocated excessive claim to reparations; 

Senator, 1925-28; ex~elled from Senate after passing pad 

cheques and vio1atir~ currency exchange regulations. 

Laval, Pierreg French :P01itioian; held various Ministrief;l, 1925-35; 

sncoeected Barthou as Foreign M:i.nister, November 1934 .. 11ay 1935; 

Prem.ier, ~axa~~ 1931 - Februar,y 1932, June 1935 - January 1936; 
saw European peace as depandent Qn agreement with Nazi Gexma~~. 

~!I Albert: French politician; last F-..eesident o£ . Third Republic? 

1932-40; removed from office by Viohy Go"ermnen1i~ 

Lloyd GeQ,:gg£, De.,vidg British Liberal stf':besmflnj Premiex; Dec-ember 

1916 • October 1922; one of Big Four at ·16~csaili.es~ 

!peba, Paul: Ge:rman. politician; Social Democ:rat; President of 

Reichs'~ag, 1920-32. 
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Lou.oheur <J Louis: French industrialist and politician; held various 

Ministries, 1917"31; in :pa.rliioular Minister o£ Reoonatructio·'l, 

Labour and Economic Affairs; signed Wiesbaden Agreement with 

Rathenau. 

Mantoux, Etienncl: hench economist; undertook systematio examination 

of Keynes's c:ritique of Peace Settlement; ola,jJned Gennan 

resotttces were adequate to meet reparation requirements under 

Treaty. 

Millerand, Alexandxe; French statesman; Leader of the National :En.De; 

President, 1920-24; subsequently influential member of Senate. 

Neu;rnth, Constantin, Baron von: G-EU'lllaJl politician arJ.d diplomat; 

Foreign Ministert June 1932 - Februar,y 1938; ReiCh. Minister and 

President of Secret Cabinet Council, Februar,y 1938 - ~ 1945. 

Paul-Bonopu:r:f Joseph: French statesman and lawyer; held various 

Ministries, 1911-38; Premior, December 1932 - Januar,y 1933; 

P.r:esiden"b of Sooialist and Republioan Union, 1935-38. 

Hlsudni, Marshal Josef: POlish statesman; Head of Polish State, 

1918-22; ~£emier, 1926-28; took office again, 19301 establishing 

dictatorial regime; conoluded ten-year non-aggression pact with 

Hitler, Jgnuar,y 1934~ 

Poincaa-~, Raymond:. Frenoh statesman; President. 1913-20; Premierf 

January 1922 - 1~ 1924; unoompromising attitude towaxds 

Germany, responsible for Ru:hx oooupation; Premier, August 1926 

- November 1928, succeeding Herriot. at time of finanoial crisis 

and achieved stabi1iLation of f~anc. 

Rathenau, Wa1 mer: German industrialist and :politician; President 

of A.E.G.; Minister of Reoonst:cuotion, May - October 1921; 

Foreign Minister, Ja.nuary 1922; negotiated Wiesbaden Ag-reement 

with Loucheur and Treaty of Rapallo with Krassin (Soviet Union); 

assa8sinated by.extremists opposed to his polioyof fulfilment, 

24th June, 1922. 

Reynaud, Paul g Frenoh poli tioian and lawyer; held various Ministries, 

193(\..40; centriBt opposed to Popular F:t"0nt~ a:uti:]i]?9.;(:ec l1s$ll 

for devaluation with 1i t"tle support. 

Ribbentr0.J2, Joaohim von: G~rman diplomat and politician; .Ambass~aor 

in Great Britain, 1936-38; Foreign Minister, FebruaJ."y' 1938 -

April 1945. 



Roosevelt, Franklin Delano: Amerioan statesman; P.t-esident, l.furoh 

1933 - April 1945; implemented policy of IiNew Dealu ; 

unoompromising attitude towards Fascist States. 

Sarraut, Albert: French politioian; a leader of Radical Sooialist 

Party; de'uuty, 190~-24; Se:patorl 1924-40; held J,;:~"Cuero1J.s ' 

eab:L1Bt POStf1!i 1906"40~ 

Scll.acht, Hja~: German financial expert q,"1.d politician; appointed 

Ouxxency Commissioner, November 1923; President of Reiolwbank, 

19~4-30 and 1933-39; firot negotiated then repud~ated Young 

Plan; Millis-ber of Economio Affairs, August 1934 ":" November 

1937; Minister without POl:tfo1io, November 1937 .. Janua~ 1943. 

Smuts, Ja..1'J. Qb.ristiaan: South Afrlcan soldier and Eltatesman; delegate 

at Peace Conference; signed Peaoe Treaty under protest. 

§olmase.n, G&org: Ge:rman banker and politioian; vehemently rejeoted 

Peace Treaty 'In economic grvunds. 

S:hinnes, Hugo: German inudstria1ist and politician; member of 

Reichstag for Geman People's Party, 1920-24; decisive 

influence in heavj7" industxy and po1i tios un:bil his death, 1924. 

Stresemannt Gustav: Gennan statesman; signed Locarno .A.greement; 

as P".cemier for 100 days brought a.."1. end to passive resistanoe in 

Ruhr; Foreign Minister November 1923 "'" Ootober 1929; acoepted 

Dawes and Young Plan as means of achieving Franco-Gexman 

rar:proohement~ 

Tam1.eut Andr~: French politician end journalist; held various 

Ministries, 1919-34; 4.1irthox of eo:nsidexahle section€! 

of Peace Treaty; P.remier, FebrUfU'y - M'a3r 1932. 

Thyasen, Fritz: Gexman industrialist; substantial sh.areho1der in 

Vereinigte Stahlwerke; joined Nazi Party, 1931; liaison between 

Hitler and industrial leademj opposed Hitler's plan to invade 

Poland; subsequently left Germany. 

Welozeok, Johannes, Coun:t von: Ge:rma.n, diplomat; .Am'bassadOl." in 

Franoe, April 1936 - Septemb9r 1939. 

Wigbl:; Emil Karl Josef~ Gem .. 9.n diplomat? Direotor OL the Economic 

Polioy Department of Gexm8.J:l Foreign Ministr.y, June 1937 -

September 1944. 



- 223 

Wilson, Woodrow: American statesIIBn; P.resident? 1913-21~ sought 

role of mediator in European affairs; Fourteen Points, 

8th Januar,y, 1918, envisaged lasting international peaoe and 

establishmen-t of "new oxder"; one of Big Four at Paris Peace 

ConferenceS) 

Wi.rth, Jose:ph: Ger~ statesman; a leadex of Zeni;rum; me1;D.ber of 

Reichst~t 1914-33; held cabinet postS9 1920-22, 1929-31; 

Chancellor, May 1921 - No"tTember 1922; as strong su-pporter of 

polioy of fu1£ilment, 3ccepted Second London Ultimatum of 5th 

~9 192141 

Youna, ~len: American corporaticn lawyer and executive and government 

adwinistrator; Ag6nt General for German r3parativnE under Dawes 

Plan; chairman of oommi ttee draf'ting "new :plan" to be texmed 

Young Plane 



III. SELECT ClmONOLOGICAL SUR.~ .OF INTERWAR PERIOD. 

1918 11th NovEmber. kr:rrt¥tioe 

Th~ .A:lmrl.stice .Agreem~t between the Allies and G~ 

departed from the usual fo~ of amistices in so fa:r as 

it was the outcome of a so-called ~e-a.rmistice agreement 

based on.Wilson's Fou:r.1ieen Points and his subsequent 

speeohes. It made provision for the restoration of the 

dev'aAqtated areas and stipulated a "new order" for Europe. 

Th:us the .A:tmistioe Ag..ceement included political and 

finanoial clauses in addition to the milita:t'Y tems. By 

this the resumption of hostilities was ~~11ymade 

impossible for Geman;r. When concluding th~ lumistioe 

both the Allies and Ge:ona.ny acoepted the pre-armisti~e 

agreement as the basis :for peace. However, they olashed " 

over the question of whether or not the Peaoe Treaty was 

in aocom with the latter. 

1919 28th June. Signature o£ Pe~e Treaty of'Veme4Ues. 

Few t1'eaties of Peace have been of' such a controversial 

naiiu.'re as the Peace Treaty of Vereailles. The thJ:'ee 

dominant statesmen Viilson, Lloyd George and Clemenoeau 

were full. of s'USpicion and contempt of oonventional 

diplomaoy. On the other hand, their political power­

outweighed their f"ar-sightedness and diplomatio skill. 

It can be suggested that professional diplomats, 

independent of public opinion, lll£W have achieved a less 

oontl:'Qversial set;tlanent. As far as ~ce and Ge:cma.IV 

we:ce oonce:cned, both resented the Pea.oe Treaty for 

different reasons. France was disappointed over the 

une:x::peotedly small BJIlount of reparations reoeived f'l!Om 

Gema.n;y and the refUsal ot the .American Senate to :catify 

the Treaty made the Anglo-.American guarantee of French 

seo1ll:.1.ty ineffective. On the other hand, Genna.lW' £elt 

herself subject to an tUljust Treaty and the "fiotion" of 

her 'lwar gttUt" was regarded as a. mere J;Xf'etext £o:c the 

Allied demands ot exoessive reparations and s:imilar olaims 

to ter.r:;i. tory. N.l3Vertheless , it may be suggested, when 

taldng the driving :Coree of nationalism into due account, 
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thB.t this Treaty was the best obtainable in tm existing 

oiJ'!'Oumstanoes. 

1920 Julye Su~~?ement 

Agreement upon reparations between the Allies fixing the 

appori.ionment between them, whereby F:ranoe was to receive 

52 ,Per oent" Allied demand of. 2 million tons of ooal to 

be delivered monthly by Ge:cmal\V" First threat to occupy 

·i:;he Ruhr. 

August. tt ±4:~tl.~ Ent.ent.qtf 

First steps towaxda concluding paots o£ mutual assistance 

ir.. the Balkal'J.8 in order to maintain Versajl1es status guo. 

Seou:ci ty system finally achieved, September 1922 ~ by 

alliances between Frano~ and Czechoslovakia, Yugosla~ia 

and R't1IIlania. A Franoo-Polish alliance subsequently 

added to thiB seryurit,y system. 

1921 ~h" ~s .. :t;, London Ult:imatum 

Gema:ny declared to be rtr~t merely in default, but 

deliberately in defaultt1 with hex Peace Treaty obligations. 

Renewed threat to ocou~· the RUhr and to esteolish oustoms 

frontier on the Rhine. 

April. Reparation Oommission fixing total Allied olaim at 

£6,600 t 000, 000 (132 milliard. goldmarks)~ 

~. &~ond london U1 timftti,Jll 

GeDmaDy deolared to be still in default with her.obligations 

despite t1successive conoessionB ••• w~ and ••• aanctions 

announoed" by t:1.e Allies. Further Allied threats. 

Ootober9 ~esbwlen Agreement 

~a.l:"tial . Frsnco,.-Genna;n oompromise on reparation dell. veries 

in kind. lI1fu.tual fairness ensured by establishment of 

Arbit~al Oammias~on. Co-operation between France and 

Gem.a~ prl.vat~ :firms on a business~like basis envisage(l 

far xeoonstxuotion of devastated areaao Ao~eement never 

fully implBlilented(§ 

1922 A:p:r.1.:i.. .... May C.Q:qfe:r:e.t"'lce of: Ge~ 

Meetings on reparations between Allies and GaDma~. 

Attempts to settle oat3tanding problems were unsuccessful. 



April!; .T~~_9:f' Rp.pallo 

Conoluded du:d.ng the Conference of Genoa, bri.nging about 

a de.:t.~ bej;w'gen Gema:ny and Russia.... Diplomatic 

::.-elations re-established and all finanoial olaims oancelled 

out between hhe two oountries. 

1924 July-Augu.st4 Londgn. Conf'erenQ;~ 

Dawes Plan adoptedo No total amount of re~ations 

fixed with infinJ.te number of average annuities each 

ave~ing £125,000,000. Evacuation of the Ruhr agreed 

UPOUo Soheme bmught into operationS' September 1924. 

1925 Oo-bober~, T~~ ot Lo~Q 
Fr-anoO=£l.e:onan d eiiente aooomplished., Mutual gu.a..rant'tw7e of 

maintenance of te:tTitorial sta~ in the west" 

Disputes to 06 sn.ttled by peaceful arbitrationo Followed 

by the evacuation o:f the ocoupied zone of Cologne and 

admission of Germ~ to the League of Nations (1926). 

1926 December. r~go~e:rmaJl Potac}h.. Cartel 

This Upotash Entente" 9 applying to the world J:na:rket., 

reached at a Convention in Pezis f after pmv:.i .sional 

agreement of August 1924, in respeot of American market& 

SimilaJ:'ly, hanoO:>aGexman Dyestuffs Cartel bilaterally 

agreed upon (1927). 

1927 Allg'wt$ ~ ... ~e1:r1¥m CommergiaJ. Agreement 

After a ~tentc hqd been brought about in the political 

field by Treaty oi.Looarno, reconciliation reached in 

eoonomic relations. Thus "this Commercial Agreement 

came -bo be termed tt eoonomic Locarno". 

1928 February ~ Fran'p.2.~~ Saar .Ag;r:eement 

Arter suocessi va agr€em.ents from 1925, final settlement 

achieved for period leading ~ to plebiscite (1935). 

1929 August. ttirs:t: Collfer6~a,] The lIagu.~ 

Negntia~ion~ over adopti0n of Young Plan, published by 

('OJ'Glid,!'Ssion 0.£ exper·ts, J1me 1929~ 

J..9~CJ Januarye Seggw Coni'm:ence at'r ~.!LHagua 

Young P:an finally aco€pted G Administration of reparations 
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t~ferred £~am Reparation Commission to Barur £or 

International Settlements. Part o:f Ge£mBn debt 

oa.:pi talised. Total amomrt of re:parations £:i:xed at 59 
annuities, each of £100,000.000 on the average. Total 

evacuation of occupied zones agreed upon~ Scheme 

brought into opoo:ation, May 1930. 

1931 Maroh. AnnOlmoement o:f Auatro-German customs unlon projeot. 

Sepiiembez-. Abandonment of above pro jeot. 

1932 J'ulyij J,aua~ent. 

.A£ter the Hoover mo:reto:r:itmJ., :i.mplioi tly reoognising the 

connAction between reparations and Allied dabts to the 

Uv..ited fJtates, had suspended paj1lIlents for one yea:r in 

June 1931, reparations finally b:oought to an end? a1'lliough 

Agreement never ratified. 

December § Suwl,§1hcntary E.minoO-GE1Wan Commercia~ Agreement 

De fac·GQ. abandonment of most-favouxed-nation treatment as 

previously laid down in -Agreement of 1927, a1 though £I.e 

"ju:re rema.ining in force .. 

1934 July. Sunn1&m&ntary hancoeGfm!Jatl Commercial Agreement,. 

Provisional clearing" agTeementS' in force from August -

Deoember. Settlement of oommeroial debts between France 

and Ger.r.o.arw. Prolonged by s:i.mi1a:t- agreements until 

consolidation in trade l:elations aohieved with Commeroial 

Atr~emen~ of 1937@ 

1935 February. AJ!QoWs of- N.agles 
Final transfer protocols beiiwet?n Franoe and Gemarq 

making ar.r:angemants :for the r~inoorporation o£ the 

Sga't' into GeDIlaI\Yo 

1937 July. hgncP-Germa;p. Conperaial Agreement 

After more than t-wo years of negotiations, consolidation 

in eoonomiG ~elations aooomplished. Most-faV01..1.red-nation 

treatment re-instatedf t~~f£ reduotions ~'eed upon, 

clearil'lg system bnr:..1gb1.i -ho All and. ~·(;a systan to 

rem.a..u1o 

1938 September. l~unioh CQrrraren~ 

CuJ.mination of appeaswent policies in an attempt to 
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preserve ,Peace in Eu:oope. Agreement reached upon by 

the FOt1~ Powe:r:a on oeding o£ the. SUdete:u.1a:nd. to the 

Re-ioh by Czeohoslovakia.. AnglOnoGe:cman anti-war 

deo larat ion. 

December~: aanou...Gennan Peace })eolcp';atign .. 

Fol1o~ on lines of' Munioh. apparently all-emb2'aCi!Jg 

F:ca,11Oo-Geman reoonciliation aohievede Mutual. :recognition 

of ~oe~s eastern frontie:r: and large....aca.le ao-ope-ration 

envisaged~ 

1939 March. ,.Annexation of ::oost of Czechoslovakia by Gemal\Y'. 

ADglo-.F:cenoh guarantee. to Poland. 

August:J , .Anglo~F:renoh mission at Mo$cow. 

Russo-=Germau. agreement announced - so-called Ribbent.cop­

Molotov Pacto 

September. Ge:rmall invasbn of Poland~ 

G:r:eat Britain and France declare war on GerJll.ally. 
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