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TRAGEDY AND HOPE is a lively, inforned and al ways readabl e vi ew
of our not quite One Wrld of today, seen in historical perspective.
Qui gl ey has already shown his command of the kind of historica
perspective seen in the a world like that of Toynbee and Spengl er; but
unl i ke them he does not so much concern hinmself with projections from
a distant past to a distant future as he does with what nust interest
us all nmuch nore closely - our own future and that of our inmediate
descendants. He uses the insights, but in full awareness of the
limtations of our nodern social sciences, and especially those of

econom cs, sociol ogy, and psychol ogy. Not all readers will agree with
what he sees ahead of us in the near future, nor with what he thinks
we should do about it. But all will find this provocative and

somet i mes provoki ng book a stinulus to profitable reflection
Davi d Brinton
I nsi de cover

TRAGEDY AND HOPE shows the years 1895-1950 as a period of
transition fromthe world dom nated by Europe in the nineteenth
century to the world of three blocs in the twentieth century. Wth
clarity, perspective and cunul ative inpact, Professor Quigley exam nes
the nature of that transition through two world wars and a worl dw de
econom ¢ depression. As an interpretative historian, he tries to show
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each event in the full conplexity of its historical context. The
result is a unique work, notable in several ways. It gives a picture
of the world in terms of the influence of different cultures and
out | ooks upon each other; it shows, nore completely than in any
simlar work, the influence of science and technol ogy on hunman life;
and it explains, with unprecedented clarity, how the intricate
financial and comercial patterns of the West prior to 1914 influenced
t he devel opnent of today's world.

Carroll Quigley, professor of history at the Foreign Service
School of Georgetown University, fornerly taught at Princeton and at
Harvard. He has done research in the archives of France, Italy and
Engl and, and is the author of the w dely praised "Evol ution of
Cvilizations." A nmenber of the editorial board of the nmonthly Current
Hi story, he is a frequent |ecturer and consultant for public and semi -
public agencies. He is a nenber of the American Association for the
Advancenent of Science, the Anerican Anthropol ogi cal Association, and
the Anerican Economic Association, as well as various historica
associ ations. He has been | ecturer on Russian history at the
Industrial College of the Arned Forces since 1951 and on Africa at the
Brooki ngs Institution since 1961, and has |lectured at many ot her other
pl aces including the U S. Naval Wapons Laboratory, the Foreign
Service Institute of the State Departnent, and the Naval Coll ege at
Norfol k, Virginia. In 1958, he was a consultant to the Congressiona
Sel ect Conmittee which set up the present national space agency. He
was col laborator in history to the Smithsonian Institution after 1957,
in connection with the establishnment of its new Museum of History and
Technol ogy. In the sumer of 1964 he went to the Navy Post-G aduate
School, Monterey, California, as a consultant to project Seabed, which
tried to visualize what Anmerican weapons systens would be like in
twel ve years.

CHAPTER | : | NTRODUCTI ON: VWESTERN CI VI LI ZATION I N I TS WORLD SETTI NG

Page 3

Each civilization is born in sone inexplicable fashion and, after
a slow start, enters a period of vigorous expansion, increasing its
size and power, both internally and at the expense of its neighbors,
until gradually a crisis of organization appears... It becones
stabilized and eventually stagnant. After a CGol den Age of peace and
prosperity, internal crises again arise. At this point, there appears
for the first tine, a noral and physical weakness.
Page 5

The passage fromthe Age of Expansion to the Age of Conflict is
the nost conplex, nost interesting and nost critical of all periods of
the life cycle of a civilization. It is marked by four chi ef
characteristics: it is a period:
a) of declining rate of expansion;
b) of growi ng tensions and class conflicts;
c) of increasingly frequent and violent inperialist wars;
d) of growing irrationality.
Page 8

When we consider the untold nunbers of other societies, sinpler
than civilizations, which Western G vilization has destroyed or is now
destroying, the full frightening power of Wstern Civilization becones
obvi ous.

This shift froman Age of Conflict to an Age of Expansion is
mar ked by a resunption of the investnent of capital and the
accunul ation of capital on a |arge scale.

In the new Western civilization, a small nunber of nen, equipped
and trained to fight, received dues and services fromthe overwhel m ng
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majority of nen who were expected to till the soil. Fromthis

i nequi tabl e but effective defensive system energed an inequitable
distribution of political power and, in turn, an inequitable
distribution of the social economc incone. This, intinme, resulted in
an accumul ati on of capital, which, by giving rise to demand for |uxury
goods of renote origin, began to shift the whol e econom c enphasis of
the society fromits earlier organization in self-sufficient agrarian
units to comercial interchange, econom c specialization, and, a

bour geoi s cl ass.

Page 9

At the end of the first period of expansion of Wstern
Civilization covering the years 970-1270, the organi zation of society
was becoming a petrified collection of vested interests and entered
the Age of Conflict from 1270-1420.

In the new Age of Expansion, frequently called the period of
commercial capitalismfrom 1440 to 1680, the real inpetus to economc
expansion canme fromefforts to obtain profits by the interchange of
goods, especially sem -luxury or |uxury goods, over long distances. In
time, profits were sought by inposing restrictions on the production
or interchange of goods rather than by encouraging these activities.

Page 10

The social organization of this third Age of Expansion from 1770-
1929 foll owi ng upon the second Age of Conflict of 1690-1815 ni ght be
called "industrial capitalism" In the last of the nineteenth century,
it began to become a structure of vested interests to which we m ght
gi ve the nane "monopoly capitalism™

We shal |l undoubtedly get a Universal Enmpire in which the United
States will rule nost of the Western Civilization. This will be
followed, as in other civilizations, by a period of decay and
ultimately, as the civilizations grows weaker, by invasions and the
total destruction of Western culture
EURCPE' S SHI FT TO THE TWENTI ETH CENTURY
Page 24

The belief in the innate goodness of man had its roots in the
ei ghteenth century when it appeared to many that man was born good and
free but was everywhere distorted, corrupted, and enslaved by bad
institutions and conventions. As Rousseau said, "Man is born free yet
everywhere he is in chains.”

Qoviously, if man is is innately good and needs but to be freed
fromsocial restrictions, he is capable of tremendous achi evements in
this world of tine, and does not need to postpone his hopes of
personal salvation into eternity.

Page 25

To the nineteenth century mind, evil, or sin, was a negative
conception. It merely indicated a lack or, at nmost, a distortion of
good. Any idea of sin or evil as a nmalignant force opposed to good,
and capabl e of existing by its own nature, was conpletely lacking in
the typical nineteenth century mnd. The only evil was frustration and
the only sin, repression.

Just as the negative idea of the nature of evil flowed fromthe
belief that human nature was good, so the idea of liberalismflowed
fromthe belief that society was bad. For, if society was bad,the
state, which was the organi zed coercive power of society, was doubly
bad, and if nman was good, he should be freed, above all, fromthe
coercive power of the state.

"No government in business" was comonly called "laissez faire"
and woul d have left society with little power beyond that required to
prevent the strong from physically oppressing the weak.

Thi s strange, and unexam ned, belief held that there really
existed, in the long run, a "comunity of interests" between the
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menbers of a society. It nmaintained that, in the long run, what was
good for one was bad for all. It believed that there did exist a
possi bl e social pattern in which each nenber would be secure, free and
pr osper ous.
Page 26

Capitalismwas an econonic systemin which the notivating force
was the desire for private profit as determined in a price systemw th
the seeking of aggrandi zation of profits for each individual

Nati onal i sm served to bind persons of the sane nationality
together into a tight, enotionally satisfying, unit. On the other
side, it served to divide persons of different nationalities into
ant agoni stic groups, often to the injury of their real mutual
political, econonic or cultural advantages.

The event which destroyed the pretty dreamworld of 1919-1929
were the stock market crash, the world depression, the world financia

crisis.
Page 28

The twentieth century cane to believe that human nature is, if
not innately bad, at |east capable of being very evil. Left to

hinmsel f, man falls very easily to the |level of the jungle or even

| ower and this result can be prevent only by the coercive power of
society. Along with this change from good nmen and bad society to bad
men and good society has appeared a reaction fromoptinismto
pessinmism The horrors of Hitler's concentration canps and Stalin's
sl ave-| abor units are chiefly responsible for this change.

CHAPTER || : WESTERN CI VI LI ZATI ON TO 1914
VWESTERN CI VI LI ZATI ON TO 1914

Page 39

The financial capitalist sought profits fromthe nanipul ati on of
clains on noney; and the nonopoly capitalist sought profits from
mani pul ation of the market to nake the narket price and the anount
sol d such that his profits would be maxi m zed
Page 41

Karl Marx, about 1850, formed his ideas of an inevitable class
struggle in which the groups of owners woul d beconme fewer and fewer
and richer and richer while the mass of workers becane poorer and
poorer but nore and nore nunerous.

Mass production required |l ess |abor. But nmass production required
mass consunpti on.
EUROCPEAN ECONOM C DEVELOPMENT
Page 42

Investnments in railroads, steel mlls and so on could not be
financed fromthe profits and private fortunes of individua
proprietors. New instrunents for financing industry came into
existence in the formof linmted-liability corporations and investnent
banks. These were soon in a position to control the chief parts of the
i ndustrial system since they provided the capital to it. This gave
rise to financial capitalism
Page 43

Great industrial units, working together either directly or
through cartels and trade associ ations, were in a position to exploit
the mpjority of the people. The result was a great econonmic crisis
whi ch soon devel oped into a struggle for control of the state - the
mnority hoping to use the state to defend their privileged position,
the majority hoping to use the state to curtail the power and
privileges of the mnority.

Capitalism because it seenms profits as its primary goal, is
never primarily seeking to achieve prosperity, high production, high
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consunption, political power, patriotic inprovenent, or noral uplift.
Page 44

Goods noved from |l owprice areas to high-price areas and noney
moved from high-price areas to | owprice areas because goods were nore
val uabl e where prices were high and noney was nore val uabl e where
prices were | ow.

Thus, clearly, nmoney and goods are not the sane thing but are, on
the contrary, exactly opposite things. Mst confusion in econonic
thinking arises fromfailure to recognize this fact. Goods are wealth
whi ch you have, while nmoney is a claimon wealth which you do not
have. Thus goods are an asset; noney is a debt. |If goods are wealth;
money is non-wealth, or negative wealth, or even anti-wealth.

Page 45

In tine, some nerchants turned their attention from exchange of
goods to the nonetary side of the exchange. They becane concerned with
the I ending of noney to nerchants to finance their ships and their
activities, advancing noney for both, at high interest rates, secured
by clains on ships or goods as collateral for repaynent and nmade it
possi bl e for people to concentrate on one portion of the process and,
by maxim zing that portion, to jeopardize the rest.

Page 46

Three parts of the system production, transfer, and consunption
of goods were concrete and clearly visible so that al nbst anyone coul d
grasp them sinply exam ning them while the operations of banking and
fi nance were conceal ed, scattered, and abstract so that they appeared
to many to be difficult. To add to this, bankers thenselves did
everything they could to nake their activities nmore secret and nore
esoteric. Their activities were reflected in nysterious marks in
| edgers which were never opened to the curious outsider

Changes of prices, whether inflationary or deflationary, have
been major forces in history for the last six centuries at |east.

Page 47

Hundreds of years ago, bankers began to specialize, with richer
and nore influential ones associated increasingly with foreign trade
and forei gn-exchange transactions. Since these were richer and nore
cosnmopolitan and increasingly concerned with questions of politica
significance, such as stability and debasenent of currencies, war and
peace, dynastic marriages, and worl dwi de tradi ng nonopolies, they
becane financiers and financial advisers of governnments. Mreover,
they were al ways obsessed with the stability of nonetary exchanges and
used their power and influence to do two things:

1) to get all noney and debts expressed in ternms of strictly linited
commodity - ultimately gold; and

2) to get all nonetary matters out of the control of governnents and
political authority, on the ground that they woul d be handl ed better
by private banking interests in terms of such a stable value of gold.
| NDUSTRI AL CAPI TALI SM 1770- 1850

Page 48

Britain's victories had many causes such as its ability to
control the sea and its ability to present itself to the world as the
def ender of the freedons and rights of snmall nations and of diverse
social and religious groups. Also, financially, England had discovered
the secret of credit and economically, it had enbarked on the
I ndustrial Revol ution.

Credit had been known to the Italians and Netherl anders |ong
before it became one of the instruments of English world supremnacy.
Nevert hel ess, the founding of the Bank of England by WIIiam Paterson
and his friends in 1694 is one of the great dates in world history.

For generations, nmen had sought to avoid the one drawback of gold, its
heavi ness, by using pieces of paper to represent specific pieces of
gol d. Today, we call such pieces of paper gold certificates which
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entitles its bearer to exchange it for its piece ofgold on demand, but
in view of the conveni ence of paper, only a small fraction of
certificate holders ever did make such demands. It early becane clear
that gold need be held on hand only to the anmobunt needed to cover the
fraction of certificates likely to be presented for paynent;
accordingly, the rest of the gold could be used for business purposes,
or, what anounts to the sane thing, a volune of certificates could be
i ssued greater than the volune of gold reserved for paynent of denands
agai nst them such an excess volunme of paper clains agai nst reserves
we now call bank notes.

In effect, this creation of paper clains greater than the
reserves avail abl e neans that bankers were creating noney out of
not hi ng. The sane thing could be done in another way, not by note-

i ssuing banks but by deposit banks. Deposit bankers di scovered that
orders and checks drawn agai nst deposits by depositors and given to
third persons were often not cashed by the latter but were deposited
to their own accounts. Thus there were no actual novenents of funds,
and paynents were nade sinply by bookkeepi ng transactions on the
accounts. Accordingly, it was necessary for the banker to keep on hand
in actual noney (gold, certificates and notes) no nore than the
fraction of deposits likely to be drawn upon and cashed; the rest
could be used for loans and if these | oans were nade by creating a
deposit for the borrower, who in turn woul d draw checks upon it rather
than withdraw it in noney, such "created deposits" or |oans could al so
be covered adequately by retaining reserves to only a fraction of
their value. Such created deposits also were a creation of noney out
of nothing, although bankers usually refused to express their actions,
either note issuing or deposit lending, in these terns. WIlIliam

Pat erson, on obtaining the charter of the Bank of England, said "the
Bank hath benefit of interest on all nobneys it creates out of
nothing." This is generally admtted today.

Thi s organi zational structure for creating neans of payment out
of nothing, which we call credit, was not invented by Engl and but was
devel oped by her to becone one of her chief weapons in the victory
over Napol eon in 1815. The enperor, could not see noney in any but
concrete terns, and was convinced that his efforts to fight wars on
the basis of "sound noney" by avoiding the creation of credit, would
ultimately win hima victory by bankrupting Engl and. He was wr ong
al though the | esson has had to be rel earned by nodern financiers in
the twentieth century.

FI NANCI AL CAPI TALI SM 1850- 1931
Page 50

The third stage of capitalismis of such overwhel nm ng
significance in the history of the twentieth century, and its
ram fications and influences have been so subterranean and even
occult, that we may be excused if we devote considerate attention to
thi s organi zati on and net hods.

Essentially, what it did was to take the ol d disorgani zed and
| ocal i zed net hods of handling noney and credit and organize theminto
an integrated system on an international basis, which worked with
incredible and well-oiled facility for many decades. The center of
that systemwas in London, with najor offshoots in New York and Paris
and it has left, as its greatest achi evenent, an integrated banking
systemand a heavily capitalized - if now |largely obsol escent -
framework of heavy industry, reflected in railroads, steel nmills, coa
nmnes and electrical utilities.

This systemhad its center in London for four chief reasons.
First was the great volune of savings in England. Second was England's
oligarchic social structure which provided a very inequitable
distribution of incomes with |large surpluses conming to the control of
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a small, energetic upper class. Third was that this upper class was
aristocratic but not noble, quite willing to recruit both noney and
ability fromlower |evels and even from outside the country, welcom ng
Ameri can heiresses and central - European Jews to its ranks al nbst as
willingly as it wel coned noni ed, able and confornmist recruits fromthe
| ower classes of Englishnmen. Fourth (and by no neans last) in
significance was the skill in financial nanipulation, especially on
the international scene, which the small group of nerchant bankers of
London had acquired.

In tinme, they brought into their financial network the provincia
banki ng centers as well as insurance conpanies to formall of these
into a single financial systemon an international scale which
mani pul ated the quantity and flow of noney so that they were able to
i nfluence, if not control, governnents on one side and i ndustries on
t he ot her.

The nen who did this, |ooking backward toward the period of
dynastic nonarchy in which they had their own roots, aspired to
establish dynasties of international bankers and were at | east as
successful at this as were nmany of the dynastic political rulers. The
greatest of these dynasties, of course, were the descendants of Meyer
Anschel Rothschild (1743-1812) whose nal e descendants for at |east two
generations, generally married first cousins or even nieces.

Rot hschild's five sons, established at branches in Vienna, London,
Napl es and Paris as well as Frankfort, cooperated together in ways
whi ch other international banking dynasties copied but rarely
excel | ed.

In concentrating, as we nmust, on the financial or econonc
activities of international bankers, we nust not totally ignore their
other attributes. They were cosnopolitan rather than nationalistic;
they were a constant, if weakening, influence for peace, a pattern
established in 1830 and 1840 when the Rothschilds threw their whole
trenmendous i nfluence successfully agai nst European wars.

They were usually highly civilized, cultured gentl enen, patrons
of education and of the arts, so that today, colleges, professorships,

opera conpani es, synphonies, libraries, and nuseum col |l ections stil
reflect their munificence. For these purposes they set a pattern of
endowed foundations which still surround us today.

The nanes of some of these banking families are famliar to all
of us and should be nore so. They include Baring, Lazard, Erlanger,
War burg, Schroder, Selignan, Speyers, Mrabaud, Mallet, Fould and
above all Rothschild and Morgan. Even after these banking famlies
becane fully involved in donmestic industry by the energence of
financial capitalism they renmained different fromordi nary bankers in
di stinctive ways:
1) they were cosnopolitan and international;
2) they were close to governnents and were particularly concerned with
questions of governnent debts, including foreign governnment debts,
even in areas which seened, at first glance, poor risks, |ike Egypt,
Persia, OQtoman Turkey, Inperial China and Latin Anerica;
3) their interests were al nost exclusively in bonds and very rarely in
goods since they admred "liquidity";
4) they were fanatical devotees of deflation (which they called
"sound" nmoney fromits close association with high interest rates and
a high value of noney) and of the gold standard;
5) they were al nbst equally devoted to secrecy and the secret use of
financial influence in political life. These bankers cane to be called
"international bankers" and were known as "merchant bankers" in
Engl and, "private bankers" in France and "investnent bankers" in the
United States.

Everywhere, they were sharply distinguishable fromother, nore
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obvi ous, kinds of banks, such as savings banks or commercial banks.

One of their |ess obvious characteristics was that they renanined
as private unincorporated firnms offering no shares, no reports, and
usual Iy no advertising to the public until nodern inheritance taxes
made it essential to surround such family wealth with the immortality
of corporate status for tax-avoi dance purposes. This persistence as
private firms continued because it ensured the maxi mum of anonymity
and secrecy to persons of trenmendous public power who dreaded public
know edge of their activities as an evil alnpbst as great as inflation
Page 53

Firms |like Mrgan, like others of the international banking
fraternity, constantly operated through corporations and governnents,
yet remained itself an obscure private partnership.

The influence of financial capitalismand the internationa
bankers who created it was exercised both on business and on
governnents, but could have neither if it had not been able to
persuade both these to accept two "axions" of its own ideology. Both
of these were based on the assunption that politicians were too weak
and too subject to tenporary public pressures to be trusted with
control of the nmoney system accordingly, the soundness of nobney nust
be protected in two ways: by basing the value of nbney on gold and by
al | owi ng bankers to control the noney supply. To do this it was
necessary to conceal, even mslead, both governments and peopl e about
the nature of nmoney and its methods of operation
Page 54

Since it is quite inpossible to understand the history of the
twentieth century without sonme understanding of the role played by
nmoney in donestic affairs and in foreign affairs, as well as the role
pl ayed by bankers in economic life and in political life, we nust take
a |l east a glance at each of these four subjects:

DOVESTI C FI NANCI AL PRACTI CES

In each country, the supply of noney took the formof an inverted
pyram d or cone balanced on its point. In the point was the supply of
gold and its equivalent certificates; on the internediate |evels was a
much | arger supply of notes; and at the top, with an open and
expandabl e upper surface, was an even greater supply of deposits. Each
| evel used the levels belowit as its reserves and these |ower levels
had snaller quantities of nobney, they were "sounder."

Not es were issued by "banks of emnission" or "banks of issue" and
were secured by reserves of gold or certificates held in sone centra
reserve. The fraction held in reserve depended upon banki ng
regul ations or statute law. Such banks, even central banks, were
private institutions, owned by sharehol ders who profited by their
operati ons.

Deposits on the upper level of the pyramd were called by this
nane, with typical bankers' anmbiguity, in spite of the fact that they
consisted of two utterly different kinds of relationships:

1) "l odged deposits" which were real clains |eft by a depositor in a
bank on which a depositor might receive interest; and

2) "created deposits" which were clains created by the bank out of

not hing as loans fromthe bank to "depositors" who had to pay interest
on them

Both form part of the noney supply. Lodged deposits as a form of
savings are deflationary while created deposits, being an addition to
the noney supply, are inflationary.

Page 55

The vol unme of deposits banks can create, |ike the amount of notes
they can issue, depends upon the volune of reserves available to pay
what ever fraction of checks are cashed rather than deposited. In the
United States, deposits were traditionally linmted to ten tines
reserves notes and gold. In Britain it was usually nearer twenty tines
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such reserves. In nost countries, the central bank was surrounded
closely by the alnbst invisible private investnent banking firns.
These, |like the planet Mercury, could hardly be seen in the dazzle
emtted by the central bank, which they, in fact, often domi nated. Yet
a | ost observer could hardly fail to notice the close private

associ ations between these private, international bankers and the
central bank itself. In France, in 1936, the Board of the Bank of
France was still dom nated by the nanes of the famlies who had
originally set it up in 1800.

In Engl and, a somewhat similar situation existed. In a secondary
ring are the "joint stock banks." Qutside this secondary ring are the
savi ngs banks, insurance firns, and trust conpanies.

In France and Engl and the private bankers exercised their powers
through the central bank and had nuch nore influence on the governnent
and foreign policy and less on industry. In the United States, nuch
i ndustry was financed by investnent bankers directly and the power of
these both on industry and governnent was very great.

Page 57

The various parts of the pyram d of noney were but |oosely
related to each other. Much of this | ooseness arose fromthe fact that
the controls were conpulsive in a deflationary direction and were only
permssive in an inflationary direction. This |ast point can be seen
in the fact that the supply of gold could be decreased but could
hardly be increased. If an ounce of gold was added to the point of the
pyramd, it could pernmt an increase in deposits equivalent to $2067
on the uppernost level. If such an ounce of gold were withdrawn froma
fully expanded pyranmi d of noney, this would conpel a reduction of
deposits by at | east this anount, probably by a refusal to renew
| oans.

Thr oughout nodern history, the influence of the gold standard has
been defl ationary, because the natural output of gold each year,
except in extraordinary tinmes, has not kept pace with the increase in
the out put of goods. Only new supplies of gold or the devel opnent of
new ki nds of noney have saved our civilization over the |ast couple of
centuries. The three great periods of war ended with an extrene
deflationary crisis (1819, 1873, 1921) as the influential Money Power
persuaded governnents to re-establish a deflationary nonetary unit
with a high gold content.

The obsessi on of the Money Power with deflation was partly a
result of their concern with noney rather than with goods but was al so
founded on other factors, one of which was paradoxical. The paradox
arose fromthe fact that the basic econonic conditions of the
ni neteenth century were deflationary, with a nonetary system based on
gold and an industrial system pouring out increasing supplies of goods
but in spite of falling prices, the interest rate tended to fal
rather than rise. Moreover, nerchant banking continued to enphasize
bonds rather than equity securities (stocks), to favor governnent
i ssues rather than private offerings.

Anot her paradox of banking practice arose fromthe fact that
bankers, who | oved deflation, often acted in an inflationary fashion
fromtheir eagerness to |l end nbney at interest. Since they nmake noney
out of | oans, they are eager to increase the anmounts of bank credit on
|loan. But this is inflationary. The conflict between the deflationary
ideas and inflationary practices of bankers had profound repercussions
on business. The bankers nade | oans to business so that the vol unme of
nmoney increased faster than the increase of goods. The result was
inflation. Wien this becane clearly noticeable, the bankers would flee
to notes or specie by curtailing credit and raising discount rates.
This was beneficial to the bankers in the short run (since it allowed
themto foreclose on collateral for loans) but it could be disastrous
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to themin the long run (by forcing the value of the collateral bel ow
the ambunt of the loans it secured). But such bankers' deflation was
destructive to business and industry in the short run as well as the

I ong run.

Page 59

The resulting fluctuation in the supply of noney, chiefly
deposits, was a prom nent aspect of the "business cycle." The quantity
of nmoney coul d be changed by changi ng reserve requirenents or di scount
(interest) rates. Central banks can usually vary the anpbunt of noney
in circulation by "open nmarket operations" or by influencing the
di scount rates of |esser banks. In open nmarket operations, a centra
bank buys or sells government bonds in the open market. If it buys, it
rel eases noney into the econonic system it if sells it reduces the
anmount of noney in the conmmunity. |f the Federal Reserve Bank buys, it
pays for these by checks which are soon deposited in a bank. It thus
i ncreases this bank's reserves with the Federal Reserve Bank. Since
banks are permitted to issue |loans for several tines the value of
their reserves with the FED, such a transaction permts themto issue
| oans for a nmuch | arger sum

Central banks can al so change the quantity of noney by raising
the discount rate which forces the | esser banks to raise their
di scount rates; such a raise in interest rates tends to reduce the
demand for credit and thus the anount of deposits (money). Lowering
the discount rate permts an opposite result.

It is noted that the control of the central bank over the credit
policies of |ocal banks are permnissive in one direction and conpul sive
in the other. They can conpel these |ocal banks to curtail credit and
can only pernit themto increase credit. This neans that they have
control powers against inflation and not deflation - a reflection of
the ol d banking idea that inflation was bad and defl ati on was good.

Page 60

The powers of governments over the quantity of noney are
a) control over a central bank;

b) control over public taxation;
c) control over public spending;

Si nce nost central banks have been (technically) private
institutions, this control is frequently based on customrather than
on | aw.

Taxation tends to reduce the anpunt of noney in a comunity and
is usually a deflationary force. Government spending is usually an
inflationary force

On the whole, in the period up to 1931, bankers, especially the
Money Power controlled by the international investnment bankers, were
abl e to dom nate both business and government. They coul d domi nate
busi ness because i nvest nent bankers had the ability to supply or
refuse to supply such capital. Thus Rothschild interests cane to
dom nate many of the railroads of Europe, while Mrgan dom nated at
| east 26,000 niles of Anerican railroads. Such bankers took seats on
the boards of directors of industrial firnms, as they had al ready done
on commerci al banks, savings banks, insurance firms, and finance
compani es. Fromthese | esser institutions, they funneled capital to
enterprises which yielded control and away fromthose who resisted.
These firns were controlled through interl ocking directorships,
hol di ng conpani es, and | esser banks.

Page 61

As early as 1909, Walter Rathenau said, "Three hundred nen, all of
whom know one anot her, direct the econom c destiny of Europe and
choose their successors from anong thensel ves."

The power of investnent bankers over governnents rests on the
need of governments to issue short-termtreasury bills as well as
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| ong-term government bonds. Just as businessmen go to commercial banks
for current capital advances, so a governnment has to go to merchant
bankers to tide over the shallow places caused by irregular tax
receipts. As experts in governnent bonds, the international bankers
provi ded advice to governnent officials and, on many occasi ons, placed
their own nmenbers in official posts. This was so widely accepted even
today, that in 1961 a Republican investnent banker becane Secretary of
the Treasury in a Denocratic administration in Washi ngton wi t hout
significant conmrent from any direction

Naturally, the influence of bankers over governments during the
age of financial capitalism (roughly 1850-1931) was not sonething
about whi ch anyone tal ked about freely, but it has been admitted
freely enough by those on the inside, especially in England. In 1842,
d adstone, chancellor of the Exchequer, declared "The hinge of the
whol e situation was this: the government itself was not to be the
substantive power in matters of Finance, but was to | eave the Mney
Power supreme and unquestioned." On Sept. 26, 1921, the Financial
Times wote, "Half a dozen nen at the top of the Big Five Banks coul d
upset the whole fabric of government finance by refraining from
renewi ng Treasury Bills." In 1924, Sir Drummond Fraser, vice-president
of the Institute of Bankers, stated, "The Governor of the Bank of
Engl and nust be the autocrat who dictates the terms upon which al one
t he Government can obtain borrowed noney."

Page 62

In addition to their power over governnent based on gover nnent
fi nanci ng and personal influence, bankers could steer governments in
ways they wished themto go by other pressures. Since nost governnent
officials felt ignorant of finance, they sought advice from bankers
whom t hey consi dered experts in the field. The history of the |ast
century shows that the advice given to governnents by bankers, like
the advice they gave to industrialists, was consistently good for
bankers but was often disastrous for governnents, businessnmen and the
peopl e generally.

Such advice could be enforced if necessary by nanipul ation of
exchanges, gold flows, discount rates, and even |levels of business
activity. Thus Morgan dom nated d evel and's second adm nistration by
gold withdrawal s, and in 1936-13 French forei gn exchange mani pul ators
paral yzed the Popul ar Front governments. The powers of these
i nternational bankers reached their peak in 1919-1931 when Mntagu
Norman and J. P. Morgan domi nated not only the financial world but

international relations and other matters as well. On Nov. 11, 1927,
the WVl l Street Journal called M. Norman "the currency dictator of
Europe.” This was admtted by M. Norman who said, "I hold the

hegenony of the world."

The conflict of interests between bankers and industrialists has
resulted in the subordinati on of the bankers (after 1931) to the
|atter by the adoption of "unorthodox financial policies" - that is,
financial policies not in accordance with the short-run interests of
t he bankers.

THE UNI TED STATES TO 1917

Page 71
The civil service reformbegan in the federal government with the
Pendl eton Bill of 1883. As a result, the governnent was controlled

with varying degrees of conpl eteness by the forces of investnent
banki ng and heavy industry from 1884 to 1933. Popul arly known as
"Society," or the "400," they lived a |life of dazzling spl endor
Page 72

The structure of financial control created by the tycoons of "Big
Banki ng" and "Bi g Business" in the period 1880-1933 was of
extraordi nary conplexity, one business fief being built upon another,
both being allied with sem -independent associates, the whole rearing
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upward into two pinnacles of economc and financial power, of which
one, centered in New York, was headed by J.P. Mrgan and Conpany, and
the other, in Chio, was headed by the Rockefeller famly. Wen these
two cooperated, as they generally did, they could influence the
economic life of the country to a |large degree and coul d al nost
control its political life, at |least on the federal |evel

The influence of these business | eaders was so great that the
Morgan and Rockefell er groups acting together, or even Myrgan acting
al one, could have wecked the econom ¢ systemof the country nerely by
throwi ng securities on the stock market for sale, and having
precipitated a stock market panic, could then have bought back the
securities they had sold but at a lower price. Naturally, they were
not so foolish as to do this, although Mdrgan canme very close to it in
precipitating the "panic of 1907," but they did not hesitate to weck
i ndi vidual corporations, at the expense of holders of comobn stock, by
driving themto bankruptcy. In this way, Mrgan w ecked the New York
New Haven and Hartford railroad before 1914 and Wl iam Rockefeller
wr ecked the Chicago, MIwaukee, St. Paul and Pacific Railroad before
1925.

Page 73

The di scovery by financial capitalists that they nade nobney out
of issuing and selling securities rather than out of production,

di stribution and consunption of goods accordingly led themto the
poi nt where they discovered that the exploiting of an operating
conpany by excessive issuance of securities or the issuance of bonds
rat her than equity securities not only was profitable to them but made
it possible for themto increase their profits by bankruptcy of the
firm providing fees and conmi ssion of reorgani zation as well as the
opportunity to i ssue new securities.

When t he business interests pushed through the first installnent
of the civil service reformin 1881, they expected to control both
political parties equally. Sone intended to contribute to both and to
all ow an alternation of the two parties in public office in order to
conceal their own influence, inhibit any exhibition of independence by
politicians, and allow the electorate to believe that they were
exercising their own free choice.

The inability of the investnent bankers to control the Denobcratic
Party Convention of 1896 was a result of the agrarian discontent of
the period 1868-1896. This discontent was based very largely on the
nmonetary tactics of the banking oligarchy. The bankers were wedded to
the gold standard and at the end of the Civil War, persuaded the G ant
adm nistration to curb the postwar inflation and go back on the gold
standard (crash of 1873 and resunption of specie paynent in 1875).
Page 74

Thi s gave the bankers a control of the supply of noney which they
did not hesitate to use for their own purposes. The bankers
affection for |ow prices was not shared by farners, since each tine
prices of farm products went down, the burden of farmers' debts becane
greater. As farnmers could not reduce their costs or nodify their
production plans, the result was a systematic exploitation of the
agrarian sectors of the community by the financial and industria
sectors. This exploitation took the formof high industrial prices and
discrimnatory railroad rates, high interest charges, |ow farmprices
and very low |l evel of farm services

Unabl e to resist by econom c weapons, the farners turned to
political relief. They tried to work on the state political |eve
through local legislation (so-called G anger Laws) and set up third-
party nmovenents (like the Greenback Party of 1878 or the Populi st
Party in 1892). By 1896, the capture of the Denocratic Party by the
forces of discontent under WIIiam Jennings Bryant who was deterni ned
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to obtain higher prices by increasing the supply of nobney on a
binetallic rather than a gold basis, presented the electorate with an
el ection on a social and econom c issue for the first time in a
generation. Though the forces of high finance were in a state of near
panic, by a mghty effort involving very | arge-scal e spending they
were successful in electing MKinley.

Though the plutocracy were unable to control the Denocratic Party
as they controlled the Republican Party, they did not cease their
efforts to control both and in 1904 and 1924, Morgan was able to sit
back with a feeling of satisfaction to watch presidential elections in
whi ch the candi dates of both parties were in his sphere of influence.
Page 75

The agrarian discontent, the growth of nonopolies, the oppression
of labor, and the excesses of Wall Street financiers made the country
very restless between 1890-1900. Al this could have been alleviated
merely by increasing the supply of noney sufficiently to raise prices
somewhat, but the financiers were deternmined to defend the gold
standard no matter what happened.

In | ooking for some issue to distract public discontent from
donestic issues, what better solution than a crisis in foreign
af fairs? Cevel and had stunbl ed upon this alternative in 1895 when he
stirred up controversy with England over Venezuel a. The great
opportunity cane with the Cuban revolt against Spain in 1895. Wile
the "yell ow press" roused public opinion, Henry Cabot Lodge and
Theodore Roosevelt plotted how they could best get the United States
into the fracas. They got the excuse they needed when the Anerican
battl eship Maine was sunk by a mysterious explosion in Havana Har bor
in 1898. In two nonths, the United States declared war on Spain to
fight for Cuban independence. The resulting victory reveal ed the
United States as a world naval power, established it as an inperialist
power with possession of Puerto Rico, Guam and the Phili ppines.

America's entrance upon the stage as a world power continued with
the annexation of Hawaii in 1898, the intervention in the Boxer
uprising in 1900, the seizure of the Panana canal in 1903, the
diplomatic intervention in the Russo-Japanese war in 1905, the
mlitary occupation of Nicaragua in 1912, the mlitary intervention in
Mexi co in 1916.

Page 76

As an exanple of the nore idealistic inmpulse we mght nention the
creation of various Carnegie foundations to work for universal peace.
As an exanple of the nore practical point of view, we might nmention
the founding of "The New Republic," a |liberal weekly paper, by an
agent of Mrgan financed with Witney noney (1914).

The conbined forces of the liberal East and the agrarian West
were able to capture the Presidency under Wodrow W1l son in 1912
W son roused a good deal of popular enthusiasmwth his talk of "New
Freedom and the rights of the underdog, but his program amounted to
little nore than an amateur attenpt to establish on a federal basis
those refornms which agrarian and | abor di scontent had been seeking on
a state basis for many years. WIson was by no neans a radical and
there was a good deal of unconscious hypocrisy in nany of his
resoundi ng public speeches. Hi s political and adm nistrative reforns
were a good deal nore effective than his economic or social refornmns.
The establishment of an inconme tax and the Federal Reserve System
justified the support which Progressives had given to Wlson. WIson
did nuch to extend equality of opportunity to w der groups of Anmerican
peopl e.

CHAPTER I11: THE RUSSI AN EMPI RE TO 1917
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Page 88

The abolition of serfdom nmade it necessary for the | anded
nobility to cease to regard the peasants as private property. Peter
the Great (1689-1725) and Catherine the Geat (1762-1796) were
supporters of westernization and reform Paul | (1796-1801) was
reactionary. Al exander | (1801-1825) and Al exander |1 (1855-1881) were
reformers while Nicholas |I (1825-1855) and Nicholas Il (1855-1881)
were reactionaries. By 1864, serfdom had been abolished, and a fairly
modern system of |aw, of justice, and of education had been
est abli shed; |ocal governnment had been somewhat nodernized; a fairly
good financial and fiscal system had been established; and an arny
based on universal mlitary service (but lacking in equipnment) had
been created. On the other hand, the autocracy continued in the hands
of weak men and the freed serfs had no adequate | ands.
Page 93

The first Russian railroad opened in 1838 but growth was sl ow
until 1857. At that time, there were only 663 mles of railroads, but
this figure went up over tenfold by 1871, doubl ed again by 1881 with
14,000 miles, reached 37,000 by 1901 and 46,000 by 1915
Page 94

In 1900, Russia had 48% of the total world production of
petrol eum products. The State Bank was made a bank of issue in 1897
and was required by law to redeemits notes in gold, thus placing
Russia on the international gold standard.
Page 97

In 1902, a cartel created by a dozen iron and steel firns handl ed
al most three-fourths of all Russian sales. It was controlled by four
forei gn banki ng groups.
Page 100

Until 1910, Stolypin continued his efforts to conbi ne oppression
with reform especially agrarian reform Rural credit banks were
est abli shed; various measures were taken to place | arger anounts of
land in the hands of the peasants; restrictions of immgration of
peasants, especially to Siberia, were renoved; participation in |oca
governnent was opened to | ower social classes previously excluded,;
education, especially technical education, was nmade nore accessibl e;
and certain provisions for social insurance were enacted into law. He
was assassinated in the presence of the Tsar in 1911.

The fourth durma (1912-1916) was el ected by universal suffrage.

CHAPTER |V: THE BUFFER FRI NGE
THE NEAR EAST TO 1914

Page 111

The O toman Enpire was divided into 21 governnents and subdi vi ded
into seventy vilayets, each under a pasha. The suprenme ruler in
Const anti nopl e was not only sultan (head of the enpire) but was al so
cali ph (defender of the Mislimcreed).
Page 121

The Great Powers showed mild approval of the Baghdad Rail way
until about 1900. Then, for nore than ten years, Russia, Britain and
France showed vi ol ent disapproval and did all they could the obstruct
the project. They described the Baghdad Railway as the energi ng wedge
of German inperialist aggression seeking to weaken and destroy the
O toman Enpire and the stakes of the other powers in the area.
Page 122

The Germans were not only favorably inclined toward Turkey; their
conduct seens to have been conpletely fair in regard the
adm nistration of the railway itself. At a tinme when the Anerican and
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other railways were practicing whol esal e di scrimnation between
customers, the Gernmans had the sanme rates and sane treatnment for all

i ncludi ng Germans and non- Germans. They worked to make the railroad
efficient and profitable although their income fromit was guaranteed
by the Turkish governnment. |In consequence, the Turkish paynents to the
railroad steadily declined, and the governnent was able to share in
its profits to the extent of alnbst three mllion francs in 1914.
Moreover, the Germans did not seek to nonopolize control of the
railroad, offering to share equally with France and Engl and and
eventually with the other Powers. France accepted this offer in 1899,
but Britain continued to refuse and placed every obstacle in the path
of the project.

When the O toman government sought to raise their custons duties
froml1ll%to 14%in order to continue construction, Britain prevented
this. In order to carry on the project, the Germans sold their
railroad interests in the Bal kans and gave the G tonman buil di ng
subsi dy of $275,000 a kilonmeter. In striking contrast, the Russians
demanded arrears of 57 million francs under the Treaty of 1878. The
French, in spite of investnents in Turkey, refused to all ow Baghdad
Rai | way securities to be handled on the Paris Stock Exchange.

Page 123

In 1903, Britain nmade an agreenent for a joint German, French,
and British control of the railroad. Wthin three weeks this agreenent
was repudi at ed because of newspaper protests against it. Wen the
Turki sh governnent tried to borrow, it was sumuarily rebuffed in Paris
and London, but obtained the sumunhesitatingly in Berlin. The growth
of German prestige and the decline in favor of the Western Powers at
the sultan's court is not surprising and goes far to explain the
Turkish intervention on the side of the Central powers in the war of
1914-19109.

Britain withdrew her opposition to the Baghdad Railway in return
for promises that:

1) it would not be extended to the Persian Qulf;

2) British capitalists would be given a nmonopoly on the navigation of
the Euphrates and Tigris rivers and excl usive control over their
irrigation projects;

3) 2 British subjects would be given seats on the Board of directors;
4) Britain would have exclusive control over comercial activities in
Kuwait, the only good port on the upper Persian Qulf;

5) a nonopoly over the oil resources given to a new corporation: Roya
Dutch Shell Conpany in which British held half interest, the Gernmans
and French a quarter interest each;

THE BRI TISH | MPERI AL CRI SIS TO 1926

Page 127

In Engl and, the | anded cl ass obtai ned control of the bar and the
bench and were, thus, in a position to judge all disputes about rea
property in their favor. Control of the courts and of the Parlianent
made it possible for this ruling group to override the rights of
peasants in land, to eject themfromthe land, to enclose the open
fields of the nmedieval system to deprive the cultivators of their
manorial rights and thus reduce themto the condition of |andless
rural |aborers or tenants.

Page 130

Until 1870, there was no professorships of Fine Arts at Oxford,
but in that year, thanks to a bequest, John Ruskin was named to such a
chair. He hit Oxford like an earthquake, not so nuch because he tal ked
about fine arts but because he tal ked about the enpire and England's
downt rodden nmasses as noral issues. Until the end of the nineteenth
century, the poverty-stricken nasses in the cities lived in want,

i gnorance and crine nuch |ike described by Charles D ckens. Ruskin
spoke to the Oxford undergraduates as nenbers of the privileged ruling
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class. He told themthat they were the possessors of a magnificent
tradition of education, beauty, rule of law, freedom decency, and
self-discipline but that this tradition could not be saved and did not
deserve to be saved, unless it could be extended to the | ower classes
and to the non-English nmasses throughout the world. If not extended to
these classes, the mnority upper-class would be subnerged and the
tradition | ost.

Ruskin's nessage had a sensational inpact. His inaugural |ecture
was copi ed out in |onghand by one undergraduate, Cecil Rhodes. Rhodes
feverishly exploited the dianond and gold fields of South Africa, rose
to be prime mnister of Cape Col ony, contributed noney to politica
parties, controlled parliamentary seats both in England and South
Africa.

Wth financial support fromLord Rothschild, he was able to
nmonopol i ze the di anond nines as De Beers Mnes and Gold Fields. In the
m d 1890s, Rhodes had a personal incone of a least a mllion pounds
(then five million dollars) a year which was spent so freely for his
mysterious purposes that he was usually overdrawn on his account.
These purposes centered on his desire to federate the Engli sh-speaking
peoples and to bring all the habitable portions of the world under
their control
Page 131

Anmong Ruskin's nost devoted disciples at Oxford were a group of
intimate friends who devoted the rest of their lives to carrying out
his ideas. They were remarkably successful in these ains.

In 1891, Rhodes organi zed a secret society with nenbers in a
"Circle of Initiates" and an outer circle known as the "Association of
Hel pers" later organized as the Round Tabl e organi zation
Page 132

In 1909- 1913, they organi zed sem -secret groups know as Round
Table Groups in the chief British dependencies and the United States
In 1919, they founded the Royal Institute of International Affairs.
Simlar Institutes of International Affairs were established in the
chief British dominions and the United States where it is known as the
Council on Foreign Relations. After 1925, the Institute of Pacific
Rel ati ons was set up in twelve Pacific area countries.

Page 133

They were constantly harping on the | essons to be | earned from
the failure of the American Revolution and the success of the Canadi an
federation of 1867 and hoped to federate the various parts of the
enpire and then confederate the whole with the United Ki ngdom
EGYPT AND THE SUDAN TO 1922

Disraeli's purchase, with Rothschild noney, of 176,602 shares of
Suez Canal stock for #3,680,000 fromthe Khedive of Egypt in 1875 was
nmot i vated by concern for comunications with India just as the
acquisition of the Cape of Good Hope in 1814 had resulted fromthe
sane concern
Page 135

As a result of conplex and secret negotiations in which Lord
Rosebery was the chief figure, Britain kept Uganda, Rhodes was nade a
privy councilor, Rosebery replaced his father-in-law, Lord Rothschild,
i n Rhodes secret group and was nmade a trustee under Rhodes' next and
last will.

Page 137

By 1895, the Transvaal Republic presented an acute problem All
political control was in the hands of a rural, backward, Bible-
reading, racist mnority of Boers while all econonic wealth was in the
hands of a violent, aggressive majority of foreigners, (Utlanders)
nmost of whomlived in Johannesburg. The Utl anders, who were twi ce as
numer ous and owned two thirds of the |and and nine-tenths of the
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weal th of the country, were prevented fromparticipating in politica
life or frombeconm ng citizens (except after 14 years residence) and
were irritated by President Paul Kruger's intriguing to obtain sone
kind of German intervention and protection

At this point, Rhodes made his plans to overthrow Kruger's
governnent by an uprising in Johannesburg, financed by hinmself and |ed
by his brother Frank, followed by an invasion |ed by Frank Janeson
from Rhodesia. Flora Shaw used The Tines to prepare public opinion in
Engl and whil e others negotiated for the official support necessary.

When the revolt fizzled, Janeson rai ded anyway and was easily
captured by the Boers. The public officials involved denounced the
plot, loudly proclaimed their surprise at the event, and were able to
whi t ewash nost of the participants in the subsequent parlianmentary
inquiry. Atelegramfromthe German Kai ser to Kruger congratul ating
hi mon his success "in preserving the i ndependence of his country,"”
was built up by The Tinmes into an exanple of brazen Gernan
interference in British affairs, and al nost eclipsed Janmeson's
aggr essi on.

Rhodes was stopped only tenporarily. For alnost two years, he and
his friends stayed quiet waiting for the stormto bl ow over. Then they
began to act again. Propaganda, nost of it true about the plight of
the Ul anders flooded England from Flora Shaw. M| ner was nade British
H gh Comm ssioner to South Africa; his friend Brett worked his way
into the confidence of the nonarchy to becone its chief politica
advi sor. M I ner made provocative British troop novenents on the Boer
frontiers in spite of the vigorous protests of his comrandi ng genera
in South Africa, who had to be renoved; and finally, war was
precipitated when Smuts drew up an ultimatuminsisting that the
British troop novenents cease and when this was rejected by MI ner
Page 138

The Boer War (1899-1902) was one of the nobst inportant events in
British inperial history. The ability of 40,000 Boer farners to hold
off ten tinmes as nmany British for three years, inflicting a series of
defeats on them over that period, destroyed faith in British power.

Al t hough the Boer republics were defeated and annexed in 1902,
Britain's confidence was so shaken that it nmade a treaty with Japan
providing that if either becanme engaged in war with two enemes in the
Far East, the other would cone to the rescue. This treaty all owed
Japan to attack Russia in 1904.

Page 138

M| ner's group, known as "M I ner's Kindergarten" reorgani zed the
governnent. By 1914, the Snmuts government passed a | aw excl udi ng
natives frommnost sem -skilled or skilled work or any hi gh-paying
posi ti ons.
Page 139

By the Land Act of 1913, 7% was reserved for purchases by natives
and the other 93% by whites. The wages of natives were about one tenth
of those of whites.
Page 141

These natives |lived on inadequate and eroded reserves or in
horri bl e urban sluns and were drastically restricted in novenents,
resi dence, or econom c opportunities and had al nost no political or
even civil rights. By 1950 in Johannesburg, 90,000 Africans were
crowded into 600 acres of shacks with no sanitation with al most no
runni ng water and denied all opportunity except for animal surviva
and reproducti on.
Page 142

In 1908, the MIner Round Tabl e group worked a scheme to reserve
the tropical portions of Africa north of the Zanbezi river for natives
under such attractive conditions that the blacks south of that river
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woul d be enticed to migrate northward. Its policy would be to found a
Negro dom nion in which Blacks could own | and, enter professions, and
stand on a footing of equality with Wites. A though this project has
not been achieved, it provides the key to Britain's native policies
from 1917 onward

Page 143

In 1903, when MIner took over the Boer states, he tried to
follow the policy that native could vote. This was bl ocked by the
Ki ndergarten because they considered reconciliation with the Boers to
be nore urgent.

In South Africa, the three native protectorates of Swazil and,
Bechuanal and, and Basutol and were retained by the inperial authorities
as areas where native rights were paranount and where tribal forns of
living could be naintained at | east partially.

MAKI NG THE COVMONWEALTH 1910- 1926
Page 144

Back in London, they founded the Round Table and met in concl aves
presided over by Mlner to decide the fate of the enpire. Curtis and
others were sent around the world to organize Round Tabl e groups in
the chief British dependencies to give them including India and
Ireland, their conplete i ndependence.

Page 146

The creation of the Round Table groups was so secretive that,
even today, many cl ose students of the subject are not aware of its
significance
Page 147

Curtis said, "The task of preparing for freedomthe races which
cannot as yet govern thenselves is the suprene duty of those who can
Personally, | regard this challenge to the | ong unquestioned cl ai m of
the white man to doninate the world as inevitable and whol esone,
especially to ourselves. CQur whole race has outgrown the nerely
national state and will pass either to a Cormonweal th of Nations or
el se to an enpire of slaves. And the issue of these agonies rests with
us."

EAST AFRI CA 1910- 1931
Page 149

Publicity for their views on civilizing the natives and training
them for eventual self-governnent received w de di ssem nation
Page 150

By 1950 Kenya had di scontented and detri balized bl acks working
for | ow wages on | ands owned by whites. It had about two million
bl acks and only 3,400 whites in 1910. Forty years later, it had about
4 mllion blacks and only 30,000 whites. The heal t hful highl ands were
reserved for white ownership as early as 1908. The native reserves had
five times as nmuch | and al though they had 150 ti nes as nany peopl e.

The whites tried to increase the pressure on natives to work on
white farnms rather than to seek to make a living on their own | ands
within the reserves, by forcing themto pay taxes in cash, by
curtailing the size or quality of the reserves, by restricting
i nprovenents in native agricultural techniques and by personal and
political pressure and conpul sion

The real crux of the controversy before the Mau Mau upri sing of
1948- 1955 was the probl em of self-government; Pointing to South
Africa, the settlers in Kenya denanded self-rul e which would all ow
themto enforce restrictions on non-whites.

Page 151

Fromthis controversy canme a conproni se which gave Kenya a
Legi sl ative Council containing representatives of the inperia
governnent, the white settlers, the Indians, the Arabs, and a white
m ssionary to represent the blacks. Mdst were nomi nated rather than
el ected but by 1949, only the official and Negro nenbers were
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nomi nat ed
Page 152

As a result of the 1923 continued encroachment of white settlers
on native preserves, the 1930 Native Land Trust O di nance guarant eed
native reserves but these reserves renmi ned i nadequate.
Page 153

Efforts to extend the use of native courts, councils and to train
natives for an adm nistrative service were net with grow ng suspicion
based on the conviction that the whites were hypocrites who taught a
religion that they did not obey, were traitors to Christ's teachings,
and were using these to control the natives and to betray their
i nterests under cover of religious ideas which the whites thensel ves
did not observe in practice.
I NDI A TO 1926

Al t hough the East India Conpany was a comercial firm it had to
intervene again and again to restore order, replacing one nonina
rul er by another and even taking over the governnment of those areas
where it was nore inmedi ately concerned and to divert to their own
pockets sonme of the fabul ous wealth they saw fl owi ng by. Areas under
rul e expanded steadily until by 1858 they covered three-fifths of the
country.
Page 154

In 1857- 1858, a sudden, violent insurrection of native forces,
known as the Great Mutiny, resulted in the end of the Mgul enpire and
of the East India Conpany, the British governnent taking over their
political activities.

Page 157
Nunerous | egislative enactnents sought to inprove the conditions
but were counterbal anced... by the growi ng burden of peasant debt at

onerous terns and at high interest rates. Although slavery was
abol i shed in 1843, many of the poor were reduced to peonage by
contracting debts at unfair terns and binding thensel ves and their
heirs to work for their creditors until the debt was paid. Such a debt
coul d never be paid, in many cases, because the rate at which it was
reduced was left to the creditor and could rarely be questioned by the
illiterate debtor.
Page 158

In spite of India's poverty, there was a consi derabl e vol une of
savings arising chiefly fromthe inequitable distribution of incone to
the landlord class and to the noneyl enders (if these two groups can be
separated in this way)
Page 161

H ndui smwas influenced by Christianity and Islamso that the
revived H nduismwas really a synthesis of these three religions.
Pl ayed down was the old and basic H ndu i dea of Karnma where each woul d
reappeared again and again in a different physical formand in a
different social status, each difference being a reward or puni shnent
for the soul's conduct in at it's previous appearance. There was nho
real hope of escape fromthis cycle, except by a gradual inprovenent
through a long series of successive appearances to the ultimte goa
of conplete obliteration of personality (N rvana) by ultinmate nergence
in the soul of the universe (Brahnma). This rel ease (noksha) fromthe
endl ess cycle of existence could be achieved only by the suppression
of all desire, of all individuality and of all will to live.
| RELAND TO 1939
Page 173

The Cromnel | i an conquest of Ireland in the seventeenth century
had transferred nmuch Irish |l and, as plunder of war, to absentee
English landl ords. In consequence, high rents, insecure tenure, |ack
of inprovenents and | egalized econom c exploitation, supported by
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Engl i sh judges and English soldiers, gave rise to violent agrarian
unrest and rural atrocities against English lives and properties.
THE FAR EAST TO WORLD WAR |
THE COLLAPSE OF CI NA TO 1920
Page 176

The destruction of traditional Chinese culture under the inpact
of Western Civilization was considerably later than the sinilar
destruction of Indian culture by Europeans

The upper-nost group derived its inconme as tribute and taxes from
its possession of mlitary and political power the m ddle group
derived its inconmes from sources such as interest on |oans, rents from
I ands and the profits fromcomercial enterprises. Although the
peasants were clearly an exploited group, this exploitation was
i npersonal and traditional and thus nore easily borne.
Page 179

Only in the late nineteenth and early twentieth century did
peasants in China cone to regard their positions as so hopel ess that
vi ol ence becane preferable to diligence or confornmity. This change
arose fromthe fact that the inpact of Western culture on China did,
in fact, nmake a peasant's position economnically hopel ess.

Page 180

Chi nese society was too weak to defend itself against the West.
VWhen it tried to do so, as in the Opium Wars of 1840-1861 or in the
Boxer uprising of 1900, such Chinese resistance to European
penetrati on was crushed by armanments of the Western Powers and al
ki nds of concessions to these Powers were inposed on China.

Until 1841, Canton was the only port allowed for foreign inports
and opiumwas illegal. As a consequence of Chi nese destruction of
illegal Indian opiumand the comrercial exactions of Cantonese
authorities, Britain inposed on China the treaties of Nanking (1842)
and of Tientsin (1858). These forced China to cede Hong Kong to
Britain and to open sixteen ports to foreign trade, to inpose a
uniforminport tariff of no nore than 5% to pay an indemity of about
$100 mllion, to permt foreign legations in Peking, to allow a
British official to act as head of the Chinese custons service, and to
| egalize the inmport of opium China lost Burma to Britain, Indochina
to France. Also Fornbsa and the Pescadores to Japan, Macao to
Portugal , Kiaochow to Germany, Liaotung (including Port Arthur) to
Russi a, France took Kwangchowan and Britain took Kow oon and
Wei hai wei . Various Powers inposed on China a system of
extraterritorial courts under which foreigners in judicial cases could
not be tried in Chinese courts or under Chinese |aw.

TRAGEDY AND HOPE Chapters V-VII|
by Dr. Carroll Quigley
| SBN 0913022- 14-4
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Four chi ef reasons have been given for the intervention of the
United States in Wrld War |.
1) to secure "freedom of the seas" from Gernman submarine attacks;
2)British propaganda;
3) a conspiracy by international bankers and nunitions manufacturers
either to protect their loans to the Entente Powers or their wartine
profits fromsales to these Powers;
4) Bal ance of Power principles to prevent Great Britain from being
def eat ed by Germany

Page 250
The fact that German subrarines were acting in retaliation for
the illegal British blockades of the continent of Europe and British

violations of international |aw and neutral rights on the high seas.

Britain was close to defeat in April 1917 and on that basis the
United States entered the war. The unconsci ous assunption by Anmerican
| eaders that an Entente victory was inevitable was at the bottom of
their failure to enforce the sanme rules of neutrality and
international |aw against Britain as agai nst Germany. They constantly
assuned that British violations of these rules could be conpensated
with nonetary damages while German viol ations of these rules
must be resisted by force if necessary. Since they could not admt
this unconsci ous assunption or publicly defend the legitimte basis of
i nternational power politics on which it rested, they finally went to
war on an excuse which was legally weak, "the assertion of a right to
protect belligerent ships on which Anericans saw fit to travel and the
treatment of armed belligerent nmerchantnmen as peaceful vessels. Both
assunptions were contrary to reason and to settled | aw and no ot her
prof essed neutral advanced them"

The Germans at first tried to use the established rules of
i nternational |aw regardi ng destruction of nerchant vessels. This
proved so dangerous because the British instructions to merchant ships
to attack submarines. American protests reached a peak when the
Lusitania was sunk in 1915. The Lusitania was a British nmerchant
vessel constructed as an auxiliary cruiser carrying a cargo of 2,400
cases of rifle cartridges and 1250 cases of shrapnel with orders to
attack Gernman subnarines whenever possible. The inconpetence of the
acting captain contributed to the heavy loss of life as did also a
mysterious second expl osion after the Gernan torpedo struck. The
captain was on course he had orders to avoid; he was running at
reduced speed, he had an inexperienced crew, the portholes had been

| eft open; the |ifeboats had not been swung out; and no |ifeboat
drills had been held.
Page 251

The propaganda agencies of the Entente Powers made full use of
the occasion. The Times of London announced that 80% were citizens of
the US (actually 15.6%; the British nanufactured and distributed a
medal whi ch they pretended had been awarded to the subnarine crew by
the German government; a French paper published a picture of the
crowds in Berlin at the outbreak of war in 1914 as a picture of
Germans "rejoicing" at the news of the sinking of the Lusitania.

The US protested violently agai nst the submarine warfare while
brushi ng asi de Gernman argunents based on the British bl ockade. It was
so irreconcilable in these protests that Germany sent WI|son a note
whi ch promi sed that "in the future merchant vessels within and wi thout
the war zone shall not be sunk w thout warning and w t hout
saf eguardi ng human |ives unless these ships try to escape or offer
resistance. In return, the Gernman governnment hoped that the US woul d
put pressure on Britain to follow the established rul es of
international lawin regard to bl ockade and freedom of the sea. WIson
refused to do so. It becane clear to the Germans that they would be
starved into defeat unless they could defeat Britain first by
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unrestricted submarine warfare. Since they were aware this would
probably bring the USinto the war against them they nade another
effort to negotiate peace before resorting to it. It was rejected by
the Entente Powers on Dec. 27 and unrestricted submarine attacks were
resuned. W1l son broke off diplomatic relations and the Congress
decl ared war on April 3, 1917.
Page 252

Britain was unwilling to accept any peace which would | eave
Germany supreme on the continent or in a position to resune the
commercial, naval, and colonial rivalry which had existed before 1914.
Page 253

The Vatican, working through Cardinal Pacelli (later Pope Pius
XI'1) sought a negotiated peace.

On Cct 5, a Gernman note to W1 son asked for an arm stice based on
the basis of the Fourteen Points which prom sed the end of secret
di pl omacy, freedom of the seas; freedom of comrerce; disarmanent; a
fair settlenment of colonial clainms, with the interests of the native
peopl es receiving equal weight with the titles of the Inperialist
Powers; the evacuation of Russia, the evacuation and restoration
of Belgium the evacuation of France and the restoration of her
Al sace-Lorraine as in 1870.
Page 254

The Entente Suprene War Council refused to accept the Fourteen
Points as the basis for peace until Col onel House threatened that the
US woul d make a separate peace with Gernany.
Page 255

Wl son had clearly prom sed that the peace treaty woul d be
negoti ated and based on the Fourteen Points but the Treaty of
Versailles was inposed without negotiation and the Fourteen Points
fared very poorly in its provisions. The subsequent claimof the
German mlitarists that the German Arny was never defeated but was
"stabbed in the back"” by the hone front through a conbination of
international Catholics, international Jews, and internationa
Soci alists have no nerit whatever

On all fronts, alnost 13 nmillion men in the various arned forces

died and the war destroyed over $400 billion in property at a tine
when the val ue of every object in France and Bel giumwas not worth
over $75 billion.

Page 256

In July 1914, the mlitary nmen were confident that a decision
woul d be reached in six nonths. This belief was supported by the
financial experts who, while greatly underestinmating the cost of
fighting, were confident financial resources would be exhausted in six
mont hs. By financial resources, they neant "gold reserves." These were
clearly limted; all the G eat Powers were on the gold standard
However each country suspended the gold standard at the outbreak of
war. This renoved the automatic limtation on the supply of paper
nmoney. The each country proceeded to pay for the war by borrow ng from
the banks. The banks created the noney which they lent ny nerely
giving the governnent a deposit of any size against which the
governnent coul d draw checks. The banks were no longer limted in the
anmount of credit they could create because they no longer had to pay
out gold for checks on demand. This the creation of noney in the form
of credit by the banks was |limted only by the demands of its
borrowers. Naturally, as governments borrowed to pay for their needs,
private businesses borrowed to be able to fill the
governnent's orders. The percentage of outstandi ng bank notes covered
by gold reserves steadily fell and the percentage of bank credit
covered by either gold or bank notes fell even further

Natural ly, when the supply of noney was increased in this fashion
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faster than the supply of goods, prices rose because a larger supply
of nmoney was conpeting for a snaller supply of goods. People received
money for nmaking capital goods, consunmer goods and nunitions but they
coul d spend their noney only to buy consuner goods. The probl em of
public debt becane steadily worse because governnments were financing
such a large part of their activities by bank credit. Public debts
rose by 1000 percent.

Page 259

CGovernnents began to regulate inports and exports to ensure that
necessary nmaterials stayed in the country and did not go to eneny
states. This led to the British bl ockade of Europe.

Page 251

The results of the bl ockade were devastating. Continued for
nine nonths after the armistice, it caused the deaths of 800, 000
persons, reparations took 108, 000 horses, 205,000 cattle, 426,000
sheep and 240, 000 fow .

Page 262

Countries engaged in a variety of activities designed to
regul ate the flow of information which involved censorship, propaganda
and curtailnent of civil liberties.

Page 263

The War Propaganda Bureau was able to control al nost al
informati on going to the American press.

The Censorshi p and Propaganda bureaus worked together. The fornmer
conceal ed all stories of Entente violations of the |aws of war or of
the rules of humanity whil e the Propaganda Bureau wi dely publicized
the violations and crudities of the Central Powers. The Gernman
violation of Belgian neutrality was constantly bewail ed, whil e not hi ng
was said of the Entente violation of Geek neutrality. A great dea
was made of the Austrian ultimtumto Serbia while the Russian
mobi | i zati on which had precipitated the war was hardly nmentioned. In
the Central Powers a great deal was made of the Entente encircl enent
whi | e nothing was said of the Kaiser's denands for "a place in the
sun" of the High Command's refusal to renounce annexation of any part
of Bel gi um

Manuf acture of outright |ies by propaganda agenci es was
i nfrequent and the desired picture of the eneny was built up by a
process of selection and distortion of evidence until, by 1918, many in
the West regarded the Germans as bl oodthirsty and sadistic nmilitarists
whil e the Germans regarded the Russians as "subhuman nonsters." A
great deal was mmde, especially by the British, of "atrocity"
propaganda; stories of German nutil ation of bodies, violation of
woren, cutting off a children's hands, desecration of churches, and
crucifixions of Belgians were widely believed in the Wst by 1916. In
1917, Henry Carter is created a story that the Germans were cooking
human bodi es to extract glycerine and produced pictures to prove it.
Agai n, photographs of mutilated bodies in a Russian anti-Semitic
outrage in 1905 were circulated as pictures of Belgians in 1915. There
were several reasons for the use of such atrocity stories:

a) to build up the fighting spirit of the mass arny;

b) to stiffen civilian noral e;

c) to encourage enlistnents;

d) to increase subscriptions for war bonds;

e) to justify one's own breaches of international |aw,

f) to destroy the chances of negotiating peace or to justify a severe
final peace;

g) to win the support of the neutrals.

The rel ative innocence and credulity of the average person who
was not yet imruni zed to propaganda assaults through medi uns of nass
communi cation in 1914 nade the use of such stories relatively
effective. But the discovery in the period after 1919 that they had
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been hoaxed gave rise to a skepticismtoward all governnent
conmuni cati ons which was especially noticeable in the Second Wrld
VAar .

CHAPTER VI : THE VERSAI LLES SYSTEM AND THE RETURN TO NORMALCY 1919-1929
THE PEACE SETTLEMENTS 1919-1923
Page 267

The criticisns of the peace settlenments was as ardent fromthe
victors as fromthe vanqui shed ainmed at the terns which were neither
unfair nor ruthless. The causes of the discontent rested on the
procedures which were used rather than the terns thensel ves. Above
all, there was discontent at the contrast between the procedures which
were used and the procedures which pretended to be used, as well as
bet ween the hi gh-m nded principles which were supposed to be applied
and those which really were applied.

Page 268

When it becane clear that they were to be inposed rather than
negoti ated, that the Fourteen Points had been lost in the confusion,
that the terns had been reached by a process of secret negotiations
fromwhich the smaller nations had been excluded, there was a
revul sion against the treaties. By 1929, npbst of the Wstern Wrld had
feelings of guilt and shane whenever they thought of the Versailles
Treaty. In England, the sanme groups, often the sane people, who had
made the wartinme propaganda and the peace settlenments were | oudest in
their conplaint that the latter had fallen far below the ideals of the
former while all the while their real ains were to use power politics
to the benefit of Britain.

The peace settlenents were nmade by an organi zati on which was
chaotic and by a procedure which was fraudul ent. None of this was
deliberate. It arose rather from weakness and ignorance, froma
failure to decide on what principles it would be based.

Page 269

Since the Germans had been promised the right to negotiate, it
becane clear that the terns could not first be nade the subject of
public conprom se. Unfortunately, by the tine the victorious G eat
Powers realized all this and decided to nake the terns by secret
negoti ati ons anong thensel ves, invitations had already been sent to
all the victorious powers to cone to the conference. As a solution to
this enbarrassing situation, the peace treaty was nade on two | evels.
On one level, inthe full glare of publicity, the Inter-Allied
Conf erence becane the Plenary Peace
Conference and with the considerable fanfare, did nothing. ON
the other level, the G eat Powers worked out their peace terns in
secret and when they were ready, inposed them sinultaneously on the
conference and on the Germans. This had not been intended. It was not
cl ear to anyone just what was being done.

Page 271

At all these neetings, as at the Peace Conference itself, the
political |eaders were assisted by groups of experts and interested
persons. Many of the experts were nmenbers associates of the
i nternational banking fraternity. In every case but one, where a
conmittee of experts submitted a unani nous report, the Suprene Counci
accepted its reconmendati on. The one case where a report was not
accepted was concerned with the Polish corridor, the sane issue which
led to the Second World War where the experts were nmuch harsher on
Germany than the final decision of the politicians.

Page 272

The German del egation offered to accept the di sar manent

sections and reparations if the Allies would withdraw any statenent
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that Germany had, al one, caused the war and would re-adnit Germany to
the world' s markets.
Page 273

The Allies answer accused the Germans of sole guilt in causing
the war and of inhuman practices during it. The Gernmans voted to sign
if the articles on war guilt and war crimnals could be struck from
the treaty.. Wen the Allies refused these concessions, the Catholic
Center Party voted 64-14 not to sign. The H gh Conmand of the Gernman
army ordered the Cabinet to sign. The Treaty of Versailles was signhed
by all the del egati ons except the Chinese in protest against the
di sposition of the prewar German concessions in Shantung.

Page 274

No progress was possible in Hungary wi thout sone solution of the
agrarian question and the peasant discontent arising from
nmonopol i zation of the |and.

The French Mnistry of Foreign Affairs (acting on behalf of
France's greatest industrialist, Eugene Schnei der) nmade a deal with
the Hungarians that if they would sign the Treaty of Trianon and give
Schnei der control of the Hungarian state railways, the port of
Budapest and the Hungarian Ceneral Credit Bank, France woul d
eventual |y make Hungary one of the mainstays of its anti-Gernman bl oc
in Eastern Europe and, at the proper time, obtain a drastic revision
of the Treaty of Trianon. Pal eol ogue received his reward from
Schneider. He was nmde director of Schneider's personal hol ding
company.

The Treaty of Sevres with Turkey was never signed because of the
scandal caused by the Bol shevi ki publication of the secret treaties
regarding the toman Enpire, since these treaties contrasted so
sharply with the expressed war ains of the Allies.

The British felt that richer prospects were to be obtained from
the Turkish sultan. In particular, the French were prepared to support
the claims of Standard Ol to such concessions while the British were
prepared to support Royal Dutch Shell.

Page 277

The chief territorial disputes arose over the Polish corridor
France's Foch wanted to give all of East Prussia to Poland. |nstead,
the experts gave Pol and access to the sea by severing East Prussia
fromthe rest of Germany by creating a Polish corridor in the valley
of the Vistula. However, the city of Danzig was clearly a Gernan city
and Ll oyd George refused to give it to POand. Instead, it was a nade
a free city under the protection of the League of Nations.

Page 279

The nost violent controversies arose in regard to the boundaries
of Poland. O these, only that with Germany was set by the Treaty of
Versailles. The Poles refused to accept their other frontiers and by
1920 were at war with Lithuania over Vilna, with Russia over the
eastern border, with the Ukrainians over Galaicia, and with
Czechosl ovaki a over Teschen
Page 280

These territorial disputes are of inportance because they
continued to | acerate relationships between nei ghboring states unti
well into the period of Wrld War 11. There were 1,000,000 Germans
living in Poland, 550,000 in Hungary, 3,100,000 in Czechosl ovaki a,
about 700, 000 in Romania, 500,000 in Yugoslavia and 250,000 in Italy.
To protect these ninorities, the Allied Powers forced the new states
to sign treaties grating a certain mninumpolitical rights guaranteed
by the League of Nations with no power to enforce observation of them
Page 282

The French were torn between a desire to obtain as large a
fraction as possible of Germany's paynments and a desire to pile on
Germany such a crushing burden of indebtedness that Gernmany woul d be

file:///C|/Documents%20and%20Settings/me/Desk...ley,%20Carroll%20-%20Tragedy%20and%20Hope.txt (25 of 129) [14/06/2005 11:42:39]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

rui ned beyond the point where it could threaten French security again.

A conprom se originally suggested by John Foster Dulles was
adopted by which Germany was forced to admit an unlimted,
theoretical obligation to pay but was actually bound to pay for only
alimted list of ten categories of obligations with pensions being
| arger than the preceding nine categories together. Al reparations
were wiped out in the financial debacle of 1931-1932.

Page 283

Britain had obtained all her chief anbitions. The Gernman navy was
at the bottom of Scapa Flow scuttled by the the Gernans thensel ves;
the German nerchant fleet was scattered, captured, destroyed; the
German colonial rivalry was ended and its areas occupi ed; the German
commercial rivalry was crippled by the loss of its patents and
i ndustrial techniques, the destruction of all its comrercial outlets
and banki ng connections throughout the world, and the loss of its
rapidly growi ng prewar markets. France on the other hand, had not
obtained the one thing it wanted: security.

SECURI TY 1919- 1935
Page 287

The British governnents of the R ght began to foll ow a doubl e
policy: a public policy in which they spoke loudly in support of the
foreign policy of the Left; and a secret policy in which they
supported the foreign policy of the Right. Thus the stated policy was
based on support of the League of Nations and of disarnmanent yet the
real policy was quite different. Wile openly supporting Nava
di sarmanment, Britain signed a secret agreement with France which
bl ocked di sarmanent and si gned an agreenment w th Gernmany which
rel eased her from her naval disarmanent in 1935. After 1935, the
contrast between the public and secret policy becane so sharp that
Lord Halifax called it "dyarchy."

Page 289

The British Right forced France to give away every advant age
which it held over Germany. Gernany was allowed to rearmin 1935,
allowed to remlitarize the Rhineland in 1936. Finally, when all had
been | ost, public opinion forced the British governnent to abandon the
Right's policy of appeasenent and adopt the old French policy of
resi stance made on a poor issue (Poland 1939)

In France, as in Britain, there appeared a double policy. Wile
France continued to talk of collective security, this was largely for
public consunption for in fact she had no policy independent of
Britain's policy of appeasenent.

Page 290

War was not outlawed but nerely subjected to certain procedura
delays in making it, nor were peaceful procedures for settling
i nternational disputes nmade conpul sory.

The Covenant had been worded by a skillful British | awer, Civi
Hurst, who filled it with | oophol es cleverly conceal ed under a nass
of inpressive verbiage so that no state's freedom of action was
vitally restricted.

Page 293

The Locarno Pacts, which were presented at the tine throughout
the English-speaking world as a sensational contribution to the peace
and stability of Europe, really fornmed the background for the events
of 1938 when Czechosl ovaki a was destroyed at Munich. Wen the
guarantee of Locarno becane due in 1936, Britain dishonored its
agreenent, the Rhine was rem litarized and the way was open for
Germany to nove eastward

Pol and protested violently at the refusal to guarantee her
frontiers.

Page 294
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France agreed to an extension of a nmultilateral agreenment by
which all countries could renounce the use of war as an instrunment of
national policy. The British governnent reserved certain areas,
notably the Mddle East, where it wished to be able to wage wars which
could not be ternmed self-defence in a strict sense. The US al so nmade
reservation preserving its right to nmake war under the Monroe
doctrine. The net result was that only aggressive war was to be
renounced. The Kell ogg-Briand Pact took one of the first steps toward
destroying the | egal distinction between war and peace, since the
Powers, having renounced the use of war, began towage wars without
decl aring them as was done by Japan in China in 1937, by Italy in
Spain in 1936 and by everyone in Korea in 1950.

Page 296

The outlawy of war was relatively neani ngl ess w thout sone
sanctions that could conpel the use of peaceful nethods. Efforts in
this direction were nullified by Britain.

DI SARVAMENT 1919- 1935

Page 303

D sarmanment suggestions of the Soviet representative, Litvinoff,
providing for inmedi ate and conpl ete di sarmanent of every country, was
denounced by all. A substitute draft provided that the nost heavily
armed states would di sarm by 50% the | ess heavily-arned by 31% and
the lightly armed by 25% and the disarned by 0% That all tanks,
pl anes, gas and heavy artillery be conpletely prohibited was al so
rejected without discussion and Litvinoff was beseeched to show a nore
"constructive spirit."
Page 305

Once it was recogni zed that security was in acute danger
financial considerations were ruthlessly subordi nated to rearmanent
giving rise to an econom ¢ boom whi ch showed cl early what m ght have
been achieved earlier if financial consideration had been subordinated
to the world's economic and social needs earlier; such action would
have provi ded prosperity and rising standards of |iving which m ght
have nade rearm ng unnecessary.

JCT: How true
REPARATI ONS 1919- 1932
Page 305

The prelimnary paynents were supposed to anpbunt to a total of 20
billion marks by May 1921. Although the Entente Powers cont ended
that only 8 billion had been paid,the whole matter was dropped when

the Germans were presented with a total reparations bill of 132
billion marks. Under pressure, Germany accepted this bill and gave the
victors bonds of indebtedness. O these, 82 billion were set aside and
forgotten. Germany was to pay the other 50 billion at 2.5 billion a
year in interest and .5 billion a year to reduce the total debt.

JCT: It would only take 200 years to pay off a total of 500
billion in interest and 50 billion in principal
Page 306

Germany could only pay if two conditions prevail ed:
a) if it had a budgetary surplus and
b) if it sold abroad nmore than it bought abroad.

Since neither of these conditions generally existed in the period
1921-1931, Germany could not, in fact, pay reparations.

The failure to obtain a budgetary surplus was solely the
responsibility of the governnent which refused to reduce its own
expenditures or the standards of living off its own people or to tax
them sufficiently heavily. The failure to obtain a favorabl e bal ance
of trade because foreign creditors refused to allow a free fl ow of
German goods into their own countries. Thus creditors were unwlling
to accept paynent in the only way in which payments coul d honestly be
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made, that is, by accepting German goods and servi ces.

JCT: Notice they wanted noney and not the goods they coul d buy
with it.

Germany could have paid in real goods and services if the
creditors had been willing to accept such goods and services. The
governnent made up the deficits by borrowi ng fromthe Reichsbank. The
result was an acute inflation which was not injurious to the
i nfluential groups though it was generally ruinous to the middle
cl asses and thus encouraged extrem st el ements.

Page 307

On Jan 9,1923, the Reparations Conmittee voted 3 to 1 (Britain
opposi ng France, Belgiumand Italy) that Germany was in default.
Armed forces of the three nations began to occupy the Ruhr two
days later. Germany declared a general strike in the area, ceased all
reparation paynents, and adopted a program of passive resistance, the
governnent supporting the strikers by printing nmore paper noney.

The area occupied was no nore than 60 niles long by 30 miles wide
but contai ned 10% of Germany's popul ati on and produced 80% of
Germany's coal, iron and steel and 70% of her freight traffic. Al nost
150, 000 Germans were deport ed.

Page 308

A comprom se was reached by whi ch Gernmany accepted the Dawes Pl an
for reparations and the Ruhr was evacuated. The Dawes Pl an was |argely
a J.P. Morgan production drawn up by an international conmttee of
financial experts presided over by American banker Charles Dawes.
Germany paid reparations for five years (1924-1929) and owed nore at
the end than it had owed at the beginning. It is worthy of note that
this systemwas set up by the international bankers and that the
subsequent | endi ng of other people's noney to Germany was very
profitable to these bankers.

Usi ng these Anerican loans, Gernmany's industry was |argely
rebuilt to make it the second best in the world and to pay
repar ati ons.

Page 309

By these loans Gernmany's creditors were able to pay their war
debts to England wi thout sending goods or services. Foreign exchange
went to Germany as |oans, back to Italy, Belgium France and Britain
as reparations and finally back to the US as paynents on war debts. In
that period, Germany paid 10.5 billion marks in reparations but
borrowed 18.6 billion abroad. Nothing was settled by all this but the
i nternational bankers sat in heaven under a rain of fees and
conmi ssi ons.

Page 310

The Dawes Pl an was replaced by the Young Pl an, nanmed after the
Ameri can Onen Young (a Mdrgan agent). A new private bank called the
Bank for International Settlements was established in Switzerl and.
Omed by the chief central banks of the world and hol di ng accounts for
each of them "a Central Bankers' Bank," it allowed paynments to be
made by merely shifting credits fromone country's account to another
on the books of the bank

The Young Plan lasted for |less than 18 nonths. The crash of the
New York stock market in 1929 marked the end of the decade of
reconstruction and ended the Anerican | oans to Germany.

Germans and others had begun a "flight fromthe mark" which
created a great drain on the German gold reserve. As it dw ndl ed, the
vol ume of noney and credit erected on that reserve had to be reduced
by raising the interest rate. Prices fell because of the reduced nobney
supply so that it becane al nost inpossible for the banks to sel
collateral to obtain funds to neet the growi ng demand for noney.

JCT: Here he thinks |oans are savings and has forgotten that he
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had earlier told us it was new credit.
Page 311

On May 8, 1931, the largest Austrian bank, the Credit-Anstalt (a
Rot hschild institution) which controlled 70% of Austria's industry,
announced a $140 mllion schillings loss. The true | oss was over a
billion and the bank had been insolvent for years. The Rothschil ds and
the Austrian government gave the Credit-Anstalt 160 million to cover
the 1 oss but public confidence had been destroyed. A run began on the
bank. To nmeet this run,the Austrian banks called in all the funds they
had in German banks. The Gernman banks began to col | apse. These latter
began to call in all their funds in London. The London banks began to
fall and gold flowed outward. On Sept.21, England was forced off the
gol d standard. The Reichsbank [ost 200 million marks of its gold
reserve in the first week of June and a billion in the second. The
di scount rate was raised step by step to 15% wi t hout stopping the |oss
of reserves but destroying the activities of the German industrial
system al nost conpl etel y.

Germany begged for relief on her reparations paynents but her
creditors were reluctant unless they obtained simlar relief on the
war - debt paynments to the US. The President suggested a noratorium for
one year if its debtors would extend the sane privilege to their

debtors
Page 312

At the June 1932 Lausanne Conference, Gernman reparations were cut
to a total of only 3 billion nmarks but the agreenent was never

ratified because of the refusal of the US Congress to cut war debts
equal ly drastically. In 1933, Hitler repudiated all reparations.

CHAPTER VI | : FI NANCE, COMMERCI AL PCLI CY, AND BUSI NESS POLI CY 1897-1947
REFLATI ON AND | NFLATI ON 1897- 1925
page 315
A real understanding of the econonmic history of twentieth century
Europe is inperative to any understanding of the events of the period.
Such an understanding will require a study of the history of finance.
Page 316

The outbreak of war in 1914 showed these financial capitalists in
their worst, narrow in outlook, ignorant and selfish, while
proclaimng, as usual, their total devotion to the social good. They
generally agreed that war could not go on for nore than six to ten
nmont hs because of the "linmted financial resources" of the
bel ligerents (by which they neant gold reserves). This idea reveals the
fundanental m sunderstandi ng of the nature and of nobney on the part of
the very persons who were reputed to be experts on the subject. Wars
are not fought with gold or even with noney but by proper organization
of real resources

The attitudes of bakers were reveal ed nost clearly in England,
where every nove was dictated by efforts to protect their own position
and to profit fromit rather than by considerations of
econom c nobilization for war or the welfare of the British people.
War found the British banking systeminsolvent in the sense that its
funds, created by the banking systemfor profit and rented out to the
econonmic systemto permt it to operate, could not be covered by the
exi sting volune of gold reserves or collateral which could be
|'iquidated rapidly. Accordingly,the bankers secretly devised a schene
by which their obligations could be net by fiat noney (so-called
Treasury Notes), but as soon as the crisis was over, they ten insisted
that the governnment nust pay for the war wi thout recourse to fiat
money (which was al ways dammed by the bankers as imoral) but by
taxation and by borrowing at high interest rates fromthe bankers. The
decision to use Treasury Notes to fulfill the bankers' liabilities was
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made on July 25, 1915 by Sir John Bradbury. the first Treasury Notes
were run off the presses at Waterl oo and Sons on July 28th. It was
announced that the Treasury Notes, instead of gold, would be used for
bank paynments. The discount rate was raised at the Bank of Engl and
from3%to 10%to prevent inflation, a figure taken nerely because the
traditional rule of the bank stated that a 10% bank rate woul d draw
gol d out of the ground itself.

Page 317

At the outbreak of war, nobst of the belligerent countries
suspended gol d paynments and accepted their bankers' advice that the
proper way to pay for the war was by a conbi nati on of bank | oans and
taxation of consunption. The governments paid for the war by taxation,
by fiat nmoney, by borrow ng from banks (which created credit for the
pur pose) and by borrowi ng fromthe people by selling themwar bonds.

Each of these methods had a different effect upon the two
consequences of the war: inflation and public debt.

a) Taxation gives no inflation and no debt.

b) Fiat money gives inflation and no debt.

c) Bank credit gives inflation and debt.

d) Sales of bonds give no inflation but give debt.

It woul d appear fromthis table that the best way to pay for the
war woul d be by taxation and the worst way woul d be by bank credit.
Probably the best way to finance war is a conbination of the four
met hods.

Page 318

In the period 1914-1918, the various belligerents used a m xture
of these four methods but it was a mxture dictated by expedi ency and
fal se theories so that at the end of the war all countries found
thenselves with both public debts and inflation

VWhile the prices in nost countries rose 200 to 300 percent and
public debts rose 1000% the financial |eaders tried to keep up the
pretense that the noney was as valuable as it had ever been. For this
reason, they did not openly abandon the gold standard. |nstead, they
suspended certain attributes of the gold standard. In nmpst countries,
paynments in gold and export of gold were suspended but every effort
was made to keep gold reserves up to a respectabl e percentage of
notes. These attributes were achieved in sone cases by deceptive
met hods. In Britain, the gold reserves against notes fell from52%to
18% in the month of July 1914; then the situation was conceal ed,
partly by noving assets of |ocal banks into the Bank of England and
usi ng them as reserves for both, partly by issuing a new kind of notes
(Currency Notes) which had no real reserve and little gold backing.

Page 320

As soon as the war was over, governments began to turn their
attention to restoring the prewar financial system Since the
essential elenment was believed to be the gold standard, this novenent
was called "stabilization."

Productive capacity in both agriculture and industry had been
increased by the artificial demand of the war period to a degree far
beyond the ability of normal donestic demand to buy the products.

JCT: But not to eat them

The backwards areas had increased their outputs of raw materials
and food so greatly that the total could hardly have been sold.

JCT: But no eaten

The result was as situation where all countries were eager to
sell and reluctant to buy. The only sensible solution to this problem
of excessive productive capacity woul d have been a substantial rise in
donmestic standards of living but this would have required a
fundanental reapportionment of the national inconme so that clains to
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this product of the excess capacity would go to those nasses eager to
consume, rather than continue to go to the nminority desiring to save
Such reformwas rejected by the ruling groups in both "advanced" and
"backwar ds" countries so that this solution was reached only to a
smal | degree in a relatively few countries (chiefly US and Germany in
1925-1929).

Page 324

The powers of financial capitalismhad another far-reaching
aim nothing less than to create a world system of financial contro
in private hands able to dominate the political systemof each country
and the econony of the world as a whole. This systemwas to be
controlled in a feudalist fashion by the central banks of the world
acting in concert, by secret agreenents arrived at in frequent private
meetings and conferences. The apex of the systemwas to be the Bank
for International Settlenents in Basle, Switzerland, a private bank
owned and controlled by the world' s central banks which were
t hensel ves private corporations. Each central bank sought to dom nate
its governnent by its ability to control Treasury |oans, to manipul ate
forei gn exchanges, to influence the level of economc activity in the
country, and to influence cooperative politicians by subsequent
economi ¢ rewards in the business world.

In each country, the power of the central bank rested |argely on
its control of credit and noney supply. In the world as a whole the
power of the central bankers rested very largely on their contro
of loans and the gold flows. They nmade agreenents on all the ngjor
financial problems of the world, as well as on many of the
economic and political problenms, especially in reference to |oans,
paynents, and the econonic future of the chief areas of the gl obe.

The Bank of International Settlenments, B.1.S. is generally
regarded as the apex of the structure of financial capitalismwhose
renote origins go back to the creation of the Bank of England in 1694.

Page 325

It was set up to be the world cartel of every-grow ng nationa
financial powers by assenbling the nom nal heads of these nationa
financial centers.

The commander in Chief of the world system of banking control was
Mont agu Nor man, Governor of the Bank of England, who was built up by
the private bankers to a position where he was regarded as an oracle
in all matters of government and business. In governnent, the power of
the Bank of England was a considerable restriction on political action
as early as 1819 but an effort to break this power by a nodification
of the bank's charter inl1844 failed. In 1852, d adstone, then
chancel | or of the Exchequer and later Prime M nister, declared,
"The hinge of the whole situation was this: the government itself was
not to be a substantive power in matters of Finance, but was to | eave
the Money Power suprene and unquestioned."

Thi s power of the Bank of England was admtted in 1924 by
Regi nal d McKenna, who had been Chancell or of the Exchequer, when he,
as Chairman, told the stockhol ders of the Mdland bank, "I amafraid
the ordinary citizen will not like to be told that the banks can, and
do, create noney. And they who control the credit of a nation direct
the policy if Governments and hold in the hollow of their hands the
destiny of the people.” In that same year, Sir Drummond Fraser, vice-
president of the Institute of Bankers stated, "The Governor must be
the autocrat who dictates the ternms upon which al one the Governnent
can obtain borrowed nmoney." On Sep. 26, 1921
Vincent Vickers, director of the bank, the Financial Tinmes wote,
"Hal f a dozen neant the top of the Big Five Banks coul d upset the
whol e fabric of government by refraining fromrenewi ng Treasury
Bills."
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Page 326

Nor man had no use for governnents and feared denocracy. Both
of these seened to himto be threats to private banking and thus to
all that was proper and precious to human life. He viewed his life as
a kind of cloak-and-dagger struggle with the forces of unsound noney
whi ch were in | eague with anarchy and Communi sm Wen he rebuilt the
Bank of Engl and, he constructed it as a fortress prepared to defend
itself against any popular revolt. For much of his life, he
rushed about the world under the assumed nane of "Professor Skinner."

Nor man had a devoted col |l eague in Benjamin Strong, the first
governor of the Federal Reserve Bank of New York. Strong owed his
career to the favor of the Mrgan bank

In the 1920s, they were determ ned to use the financial power of
Britain and the US to force all the major countries of the world to go
on the gold standard and to operate it through central banks free from
all political control, with all questions of international finance to
be settled by agreenments by such central banks w thout interference
from government s
Page 327

It must not be felt that these heads of the world's chief
central banks were thensel ves substantive powers in world finance.
They were not. Rather, they were the technicians and agents of the
dom nant investnment bankers of their own countries, who had raised
themup and were perfectly capable of throwi ng them down. The
substantive financial powers of the world were in the hands of
i nvest ment bankers (also called "international" or "merchant" bankers)
who remai ned | argely behind the scenes in their own unincorporated
private banks.

These forned system of international cooperation and nationa
dom nance which was nore private,nore powerful, and nore secret tan
that of their agents in the central banks. This dom nance of
i nvest ment bankers was based on their control over the flows of credit
and investnent funds in their own countries and throughout the worl d.
They coul d dominate the financial and industrial systens of their own
countries by their influence over the flow of current funds through
bank | oans,the discount rate,the rediscounting of commercial debts;
they coul d domi nate governnments by their control over current
governnent | oans and the play of the international exchanges.

Al nost all of this power was exercised by the personal influence
and prestige nmen who had denonstrated their ability in the past to
bring off successful financial coups, to keep their word, to renain
cool in a crisis, and to share their wi nning opportunities with their
associ at es.

In this system the Rothschilds had been preeni nent during much
of the nineteenth century, but, at the end of that century, they were
bei ng replaced by J.P. Morgan in New YorKk.

At the present stage, we nust followthe efforts of the centra
bankers to conpel the world to return to the gold standard of 1914.
Page 328

The problem of public debts arose fromthe fact that as noney
(credit) was created, it was usually nmade in such a way that it was
not in the control of the state but was in the control of private
financial institutions which demanded real wealth at sonme future date
for the creation of clainms on wealth in the present. The probl em of
public debt could have been net in one or nore of several fashions:

a) by increasing the anpbunt of real wealth..

b) by deval uation..

c) by repudiation..

d) by taxation..

e) by the issuance of fiat noney and the paynent of the debt by such
noney.
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Page 329

Efforts to pay the public debt by fiat nobney woul d have nade the
inflation problem worse

Othodox theory rejected fiat noney as solutions to the probl em
Page 332

In Britain, the currency notes which had been used to suppl enent
bank notes were retired and credit was curtailed by raising the
di scount rate to panic level. The results were horrible. Business
activity fell drastically and unenpl oynent rose to well over a million
and a half. The outconme was a great wave of strikes and industrial
unrest.
Page 333

To maintain the gold reserve at all, it was necessary to keep
the discount rate at a level so high (4.5%or nore) that business
activity was discouraged. As a result of this financial policy,
Britain found herself faced with deflation and depression for the
whol e period of 1920-1923. The nunber of unenpl oyed averaged about
1.75 mllions for each of the thirteen years of 1921-1932 and reached
3 mllion in 1931

Bel gium France and Italy, accepted orthodox financial ideas and
tried to deflate in 1920-1921 but after the depression which resulted,
they gave up the task
Page 334

The Dawes Pl an provided the gold reserves which served to protect
Germany fromthe accepted principles of orthodox finance.
Page 336

Financial capitalismhad little interest in goods at all, but was
concerned entirely with clains on wealth - stocks, bonds, nortgages,
i nsurance, proxies, interest rates, and such. It built railroads in
order to sell securities, not to transport goods. Corporations were
built upon corporations in the form of holding conpanies so that
securities were issued in huge quantities bringing profitable fees and
conmi ssions to financial capitalists without any increase in economc
production whatever. |Indeed, these financial capitalists discovered
that they could not only nmake killings out of the issuing of such
securities,they could al so nmake killings out of the bankruptcy of such
corporations through the fees and conm ssions of reorganization. A
very pleasant cycle of flotation, bankruptcy, flotation, bankruptcy
began to be practiced by these financial capitalists. The nore
excessive the flotation, the greater the profits and the nore i mi nent
the bankruptcy. The nore frequent the bankruptcy, the greater the
profits of reorgani zation and the sooner the opportunity of another
excessive flotation
Page 337

The growt h of financial capitalismnade possible a centralization
of world economic control and a use of this power for the direct
benefit of financiers and the indirect injury of all other economc
groups. Financial control could be exercised only inperfectly through
credit control and interlocking directorates.
Page 338

The real key rested on the control of noney flows which were held
by investnent bankers in 1900.
THE PERI OD OF DEFLATI ON, 1927-1936
Page 339

After 1929, deflation reached a degree which could be called
acute. In the first part of this period (1921-1925), the dangerous
econom c inplications of deflation were conceal ed by a structure of
sel f-deception which pretended that a great period of econonic
progress woul d be inaugurated as soon as the task of stabilization had
been acconplished. This psychol ogical optin smwas conpletely
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unwarranted by the economic facts. After 1925, when defl ation becane
nore deep-rooted and economic conditions worsened, the danger from
these conditions was conceal ed by a continuation of unwarranted
optim sm
THE CRASH OF 1929
Page 342

When France stabilized the franc at a level at which it was
deval ued, the Bank of France sold francs in return for foreign
exchange. The francs were created as credit in France thus giving an
inflationary effect.
Page 343

The financial results of the stock nmarket book in the U
S was credit diverted from production to specul ation and i ncreasing
anmounts of funds being drained fromthe econom ¢ systeminto the stock
mar ket where they circul ated around and around, building up prices
of securities.
Page 344

Early in 1929, the board of governors of the Federal Reserve
System becane al arnmed at the stock market specul ati ons draining credit
fromindustrial production. To curtail this, they called upon nenber
banks to reduce their |oans on stock collateral to reduce the anount
of credit available for speculation. Instead, the available credit
went nore and nore to specul ati on and decreasingly to productive
busi ness. Call nopney rates in New York which had reached 7% at the end
of 1928 were at 13% by June 1929
Page 346

To restore confidence anong the weal thy (who were causing the
panic) an effort was nmade to bal ance the budget by cutting public
expenditures drastically. This, by reducing purchasing power, had
injurious effects on business activity and increased unrest anong the
masses of the people.
Page 350

Washi ngton left gold in 1933 voluntarily in order to foll ow an
unort hodox financial program of inflation
Page 351

The Thomas Anmendnment to the Agricultural Adjustnment Act (1933)
gave the president the power to devaluate the dollar up to 50% to

issue up to $3 billion fiat noney,and to engage on an extensive
program of public spending.
Page 352

The economies of the different countries were so intertwined with
one another that any policy of self-interest on the part of one would
be sure to injure others in the short run and the country in the
I ong run. The international and donestic econonic systens had
devel oped to the point where the custonmary nethods of thought and
procedure in regard to them were obsol ete.
page 353

As a result of the crisis, regardless of the nature of its
primary inpact, all countries began to pursue policies of econonic
nationalism This spread rapidly as a result of initation and
retaliation.

Page 355

The Bank of France raised its discount rate from2.5%to 6%in
1935 with depressing econonic results. In this way, the strain on gold
was relieved at the cost of increased depression. The Ri ght discovered
that it could veto any actions of the Left government nerely by
exporting capital from France.

Page 356

The franc passed through a series of depreciations and partia
deval uations whi ch benefited no one except the speculators and | eft
France torn for years by industrial unrest and class struggles. The
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governnment was subjected to systematic blackmail by the well-to-do
of the country because of the ability of these persons to prevent
social reform public spending, arming, or any policy of decision by
selling francs.

Page 357

The historical inportance of the banker-engendered defl ationary
crisis of 1927-1940 can hardly be overestimated. It gave a blowto
denocracy and to the parlianentary system and t hus becane a chi ef
cause of World War 1. It so hanpered the Powers which renmi ned
denocratic by its orthodox econom ¢ theories that these were unable to
rearmfor defence. It gave rise to a conflict between the theorists of
ort hodox and unorthodox financial nethods.

The bankers' formula for treating a depression was by clinging to
the gold standard, by raising interest rates and seeking deflation,
and by insisting on a reduction in public spending, a fiscal surplus
or at |east a bal anced budget.

These ideas were rejected totally, on a point by point basis, by
t he unorthodox econonists, (somewhat m stakenly call ed Keynesian). The
bankers' formula sought to encourage econonic recovery by "restoring
confidence in the value of nobney,"” that is, their own confidence in
what was the primary concern of bankers.

The unorthodox theorists sought to restore purchasi ng power by
i ncreasing, instead of reducing, the noney supply and by placing it in
the hands of potential consuners rather than in the banks or in the
hands of investors.

page 358
The whol e rel ati onshi p of noney and resources renai ned a puzzle
to many and was still a subject of debate in the 1950s but at |east a

great victory had been won by man in his control of his own destiny
when the nmyths of orthodox financial theory were finally challenged in
t he 1930s.
REFLATI ON AND | NFLATI ON 1933-1947
Page 360

Except for Germany and Russia, nbst countries in the latter half
of 1937 experienced sharp recession
Page 361

As a result of the failure of nbst countries (excepting Gernmany
and Russia) to achieve full utilization of resources, it was possible
to devote increasing percentages of resources to armanents w t hout
suffering any decline in the standards of living.
Page 366

It was discovered by Germany in 1932, by Italy in 1934, by Japan
in 1936 and by the United States in 1938 that deflation could be
prevented by rearm ng.
Page 368

Britain nmade barter agreenents with various countries, including
one direct swap of rubber for wheat with the US
Page 369

The period of reflation after 1933 was caused by increases in
public spending on armanents. In nbst countries,the transition from
reflation to inflation did not occur until after they had entered the
war. Germany was the chief exception and possibly also Italy and
Russia, since all of these were nmaking fairly full utilization of
their resources. In France and the other countries overrun by
Germany, such full nobilization of resources was not achi eved before
they were defeated

Page 370

The use of orthodox financing in the First World War had left a
terrible burden of intergovernmental debts and ill-feeling..
Page 371
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The Post Second World War econony was entirely different in
character fromthat of the 1920s following the First Wrld War. This
was nost notable in the absence of a post-war depression which was
wi del y expected but which did not arrive because there was no effort
to stabilize on a gold standard. The nmjor difference was the eclipse
of the bankers who have been largely reduced in status fromthe
masters to the servants of the economic system This has been brought
about by the new concern with real econom c factors instead of with
financial counters, as previously. As part of this program there has
been a great reduction in the econonm c role of gold.

CHAPTER VI I1: | NTERNATI ONAL SCCI ALI SM AND THE SOVI ET CHALLENGE
Page 375

Industrialism especially inits early years, brought with it
soci al and economi ¢ conditions which were adnmittedly horrible. Human
bei ngs were brought together around factories to formgreat new cities
whi ch were sordid and unsanitary. In nmany cases, these persons were
reduced to conditions of animality, which shock the imagination
Crowded together in want and di sease, with no | eisure and no security,
compl etely dependent on weekly wage which was | ess than a pittance,
they worked twelve to fifteen hours a day for six days in the week
anong dusty and dangerous machines with no protection agai nst
i nevitabl e accidents, disease, or old age, and returned at night to
crowded roons wi thout adequate food and | acking light, fresh air,
heat, pure water, or sanitation. These conditions have been descri bed
for us in the witings of novelists such as Dickens in England, Hugo
or Zola in France.

Page 376

The Soci alist novenment was a reaction agai nst these depl orable
conditions to the working masses. It has been customary to divide this
movenent into two parts at the year 1848, the publication of the
Conmuni st Mani festo of Karl Marx. This work began with the om nous
sentence, "A specter is haunting Europe - the specter of Conmunism"
and ended with the trunpet blast "Wrkers of the world, unite."

In general, the former division believed that man was innately
good and that all coercive power was bad, with public authority the
wor st form of such coercive power. Al the world's evils, according to
the anarchi sts, arose because man's innate goodness was corrupted and
di storted by coercive power. The renedy, they felt, was to destroy the
state. The sinplest way to destroy the state would be to assassinate
the chief of the state to ignite a whol esal e uprising of oppressed
humani ty.

Page 377

Syndi cal i smwas a sonewhat nore realistic and | ater version of
anarchism It was equally determined to abolish all public authority.
The state woul d be destroyed by a general strike and replaced by a
flexi bl e federation of free associations of workers.

The second group of radical social theorists wished to wi den the
power and scope of governnents by giving thema domnant role in
economic life. The group divided intoO two chief schools: The
Soci alists and the Comuni st s.

Page 378

From Ri cardo, Marx derived the theory that the value of econonic
goods was based on the ampbunt of [abor put into them
Page 379

Marx built up a conplicated theory which believed that all
history is the history of class struggl es.

The noney which the bourgeoisie took fromthe proletariat in the
econom ¢ systemmade it possible for themto dominate the politica
system including the police and the arnmy. From such exploitation, the
bour geoi si e woul d becorme richer and richer and fewer and fewer in
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nunbers and acquire ownership of all property in the society while the
prol etari at woul d becone poorer and poorer and nore and nore numerous
and be driven closer and closer to desperation. Eventually, the latter
woul d rise up and take over
Page 381

In fact, what occurred was could be pictured as cooperative
effort by unioni zed workers and nonopolized industry to exploit
unor gani zed consuners by raising prices higher and higher, quite
contrary to the expectations of Marx. Were he had expected
i npoveri shment of the masses and concentration of ownership with
gradual elimnation of the mddle classes, there occurred instead
rising standards of living, dispersal of ownership , a relative
decrease in the nunbers of |aborers, and a great increase in the
nm ddl e cl asses. Due to incone and inheritance taxes, the rich becane
poorer and poorer, relatively speaking.
THE BOLSHEVI K REVOLUTI ON TO 1924
Page 385

The new governnent forced the abdication of the czar. The nore
radi cal Socialists had been rel eased from prison or had been returned
fromexile (in some cases, such as Lenin, by German assi stance)

JCT: And Rockefeller and Mackenzi e King.

Page 386

Leni n canpai gned to replace the Provisional Governnent with a
system of Soviets and to adopt an inmedi ate program of peace and | and
di stribution. The Bol shevi k group sei zed the centers of government in
St. Petersburg and within 24 hours, issued a series of decrees which
abol i shed the Provisional governnent, ordered the end of the war with
Germany and the distribution of large | and hol dings to the peasants.

Page 387

By 1920 industrial production in general was about 13% of the
1913 figure. At the sane tine, paper noney was printed so freely to
pay for the costs of war, civil war, and the operation of the
governnent that prices rose rapidly and the ruble becanme al nost
wort hl ess.

The secret police (Cheka) systematically nmurdered all real or
potenti al opponents.
Page 388

Various outsider Powers also intervened in the Russian chaos.
An allied expeditionary force invaded northern Russia from Miurnmansk
and Archangel, while a force of Japanese and anot her of Americans
| anded at VI adi vost ok and pushed westward for hundreds of mles. The
British seized the oil fields of the Caspian region (late 1918) while
the French occupied parts of the Ukraine about Odessa (March 1919).

By 1920, Russia was in conplete confusion. Poland invaded Russia
occupyi ng nmuch of the Ukraine.
Page 389

As part of this system not only were all agricultural crops
considered to be governnent property but all private trade and
comrerce were al so forbidden; the banks were nationalized while all
i ndustrial plants of over five workers and all craft enterprises of
over ten workers were nationalized. This cul mnated in peasant
uprisings and urban riots. Wthin a week, peasant requisitioning was
abandoned in favor of a "New Econom c Policy" of free comercia
activity in agriculture and other commpdities, with the
re-establishnment of the profit notive and of private ownership in
smal | industries and in small | andhol di ng.
Page 395

The Bol shevi ks insisted that the distribution of incone in a
capitalistic society would becone so inequitable that the nasses of
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the people woul d not obtain sufficient income to buy the goods being
produced by the industrial plants. As such unsol d goods accunul at ed
with decreasing profits and deepeni ng depression, there would be a
shift toward the production of armanents to provide profits and
produce goods which could be sold and there would be an increasingly
aggressive foreign policy in order to obtain markets for unsol d goods
i n backward and undevel oped countries. Such aggressive inperialism
woul d inevitably make Russia a target of aggression in order to
prevent a successful Conmmuni st systemthere from becomi ng an
attractive nmodel for the discontented proletariat in capitalistic
countri es.

Page 396

Conmuni smin Russia alone required that the country nust be
i ndustrialized with breakneck speed and nust enphasi ze heavy industry
and armanments rather than rising standards of living. This nmeant that
goods produced by the peasants nust be taken fromthem by politica
duress, without any econonmic return, and that the ultimate in
authoritarian terror nmust be used to prevent the peasants from reducing
their level of production. It was necessary to crush all kinds of
foreign espionage, resistance to the Bol shevik state, independent
t hought, or public discontent.

Page 397

Stalin forced the peasants off their land. In the space of six
weeks, (Feb-Mar 1930) collective farnms increased fromb59,400 with 4.4
mllion fanmlies to 110,200 farnms with 14.3 mllion fanilies. A
peasants who resisted were treated with violence; their property was
confiscated, they were beaten or sent into exile in renote areas; nany
were killed. This process, known as "the liquidation of the kul aks"
affected five mllion kulak fam lies. Rather than give up their
animal s, many peasants killed them The nunber of cattle was reduced
from30.7 million in 1928 to 19.6 million in 1933. The planting
season of 1930 was entirely disrupted. Three mllion peasants
starved in 1931-1933. Stalin told Churchill that 12 million died in
this reorganization of agriculture.

Page 401

The privileged rulers and their favorites had the best of
everyt hi ng obtai ned, however at a terrible price, at the cost of
conplete insecurity for even the highest party officials were under
constant surveillance and woul d be inevitably purged to exile or
deat h.

The growth of inequality was enbodied in law. All restrictions on
maxi mum sal ari es were renoved. Special stores were established where
the privileged coul d obtain scarce goods at |ow prices; restaurants
with different nmenus were set up in industrial plants for different
| evel s of enpl oyees; housing discrimnation becanme steadily wi der
Page 402

As public discontent and social tensions grew, the use of spying,
purges, torture and nurder increased out of all proportion. Every wave
of discontent resulted in new waves of police activity. Hundreds of
thousands were killed while millions were arrested and exiled to
Si beria or put into huge slave-labor canps. Estimates vary fromtwo
mllion as high as twenty nmillion
Page 403

For every | eader who was publicly elimnated, thousands were
elimnated in secret. By 1939, all the | eaders of Bol shivismhad been
driven frompublic life and nost had died viol ent deaths.

There were two networks of secret-police spies, unknown to each
other, one serving the special departnent of the factory while the
other reported to a high I evel of the secret police outside.

Page 404
Whenever the secret police needed nore noney it could sweep | arge
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nunbers of persons, without trial or notice, into its wage deduction
systemor into its |abor canps to be hired out. It would seemthat the
secret police were the real rulers of Russia. This was true except at
the very top where Stalin could always |iquidate the head by having
himarrested by his second in command in return for Stalin's prom se
to pronote the arrester to the top position. In this way, the chiefs
of the secret police were successively elimnated.

TRAGEDY AND HOPE Chapters | X- X
by Dr. Carroll Quigley
| SBN 0913022- 14-4

CONTENTS

I X. CERVANY FROM KAI SER TO HI TLER 1913- 1945

X. BRITAIN. THE BACKGROUND TO APPEASEMENT 1900- 1939
XI'. CHANG NG ECONOM C PATTERNS

CHAPTER | X: GERMANY FROM THE KAI SER TO HI TLER 1913-1945
Page 411

The German thirst for the coziness of a totalitarian way of life
is the key to German national character. Decision, which requires the
eval uation of alternatives, drives man to individualism self-reliance
and rationalism all hateful qualities to Gernmani sm
Page 413

They wanted a cozy society which woul d so absorb the individua
inits structure that he woul d never need to nmake significant
decisions for hinself. Held within a framework of known, satisfying
personal relationships, such an individual would be safe because he
woul d be surrounded by fellows equally satisfied with their own
positions, each feeling inportant fromhis nenbership in the greater
whol e.

Page 414

The German abhors the need to nake decisions. He feels it
necessary to proclaimhis position by verbal |oudness which may seem
boastful to outsiders
Page 415

Germans are ill-at-ease with equality, denocracy, individualism
freedom and other features of nodern life. Their neurol ogi cal systens
were a consequence of the coziness of German chil dhood, which,
contrary to popul ar inpression, was not a condition of msery and
personal cruelty (as it often is in England) but a warm affectionate
and externally disciplined situation of secure relationships.

The Englishman is disciplined fromwithin so that he takes his
sel f-discipline, enbedded in his neurological system with him
wher ever he goes. The Englishman is the nost socialized of Europeans,
as the Frenchman is the nost civilized, the Italian nost conmpletely
gregarious, or the Spaniard nost conpletely individualistic. But the
German, by seeking external discipline, shows his unconscious desire
to recapture the externally disciplined world of his childhood. Wth
such discipline he may be the best behaved of citizens, but without
it, he nmy be a beast.

He sees no need to nmake any effort to see anything from any point
of view other than his own. The consequence is a nost danagi ng
inability to do this. Hi s union, his neighborhood are the best and al
others may be denigrated. H s nyopic or narrow angl ed vision of the
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uni verse nust be universalized
Page 417

The precarious structure left by Bismarck was not nanaged but
merely hidden frompublic view by a facade of nationalistic,
anti foreign, anti-Semtic, inperialistic, and chauvinistic propaganda
of which the enperor was the center

The nonarchy represented the body, which was supported by four
| egs: the arny, the | andlords, the bureaucracy and the industrialists.
The revol ution of 1918 was not really a revolution at all because it
renoved the nonarchy but it left the quartet of |egs.
Page 426

The German inflation, which was a great benefit to the Quartet,
destroyed the econom ¢ position of the middle classes and | ower niddle
cl asses and permanently alienated themfromthe republic.

Page 427

The Nationalist Party built up a pervasive propaganda canpaignh to
show that all Germany's probl ens were caused by the denocratic and
| aboring groups, by the internationalists, and by the Jews.
Page 428

The Centre and Left shared this nationalistic poison sufficiently
to abstain fromany effort to give the Gernman people the true story of
Germany's responsibility for the war and for her own hardshi ps. Thus
the Right was able to spread its own story of the war, that Gernany
had been overcone by a "stab in the back” from"the three
International s": the "Gold" International of the Jews, the "Red"
International of the Socialists, and the "Bl ack” International of the
Cat holics, an unholy triple alliance which was synbolized in the gold,
red, and black flag of the Winmar Republic. Every effort was made to
divert popul ar aninosity at the defeat of 1918 and the Versailles
settlenent fromthose who were really responsible to the denocratic
and republican groups. At the sane time, German ani npsity agai nst
econom c exploitation was directed away fromthe |andl ords and
industrialists by racist doctrines which blamed all such problens on
bad Jewi sh international bankers and departnent store owners
Page 429

The Nazi drive to build up a mass foll ow ng was kept alive by the
financial contributions of the Quartet. The Nazis were financed by the
Bl ack Rei chswehr from 1919-1923, then this support ceased but was
compensated for by the support of the industrialists, who financed the
Nazis fromH tler's exit fromprison in 1924 to the end of 1932

The destruction of the Weimar Republic has five stages:
1) Bruning: March 24 1930 - May 30 1932
2) Von Papen: May 31 1932 - Novenber 14 1932
3) Schl eicher: Decenber 2 1932 - January 28 1933
4) Hitler: January 30 1933 - March 5 1933
5) deichschaltung: March 6 1933 - August 2 1934

When the econonmic crisis began in 1929, Germany had a denocratic
governnent of the Center and Social Denocratic parties. The crisis
resulted in a decrease in tax receipts and a parallel increase in
demands for government welfare services. This brought to a head the
| at ent di spute over orthodox and unorthodox financing of a depression
Bi g busi ness and big finance were determ ned to place the burden of
the depression on the working classes by forcing the government to
adopt a policy of deflation - that is, by wage reductions and
curtail ment of government expenditures. The Soci al Denocrats wavered
in their attitude but in general were opposed to this policy. Schacht,
as president of the Reichsbank, was able to force the Socialist Rudolf
Hi | ferding out of the position of mnister of finance by refusing bank
credit to the governnment until this was done.

In March 1930, the Center broke the coalition on the issue of
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reduction of unenpl oynment benefits, the Socialists were thrown out of
the governnent, and Heinrich Bruning, |eader of the Center Party, cane
in as chancell or. Because he did not have a mgjority, he had to put
the deflationary policy into effect by the use of presidential decree.
This marked the end of the Wi nar Republic.

The Socialists permitted Bruning to remain in office by refusing
to vote on a notion of no confidence. Left in office, Bruning
continued the deflationary policy by decrees.

Page 431

Bruning's policy of deflation was a disaster. The suffering of
the people was terrible with alnost eight mllion unenpl oyed out of
twenty-five million enployable.

Page 433

Presi dent Hi ndenburg had no liking for any unorthodox econonmic
schenes.

The Quartet, especially the industrialists, decided that Hitler
had | earned a | esson and could safely be put into office as the
figurehead of a Ri ght governnent because he was grow ng weaker. The
whol e deal was arranged by Papen and was seal ed in an agreenent nade
at the hone of Col ogne banker Baron Kurt Von Schroder in 1933.

THE NAZI REGQ ME 1933-1934

Adolf Hitler's life had been a succession of failures, the seven
years 1907- 1914 bei ng passed as a social derelict in Vienna and
Muni ch. There he had beconme a fanatical Pan-German anti-senite,
attributing his own failures to the "intrigues of internationa
Jewry. "

Page 434

During the Great War, he was an excellent sol dier always
vol unteering for the nost dangerous tasks. Although he was decorated
with the Iron Cross first class in 1918, he was never pronoted beyond
Private First Cass. Hs reginent of 3,500 suffered 3,260 killed and
Htler himself was wounded twi ce.

After the war, he stayed with the arny and eventually becane a
political spy for the Reichswehr. In the course of spying on the
nunerous political groups, Hitler becane fascinated by the rantings of
CGottfried Feder against the "interest slavery of the Jews."

Hitler joined the National Socialist German Worker's Party which
drew up a Twenty-five Point Program
Page 435

These incl uded:

4) all Jews and other aliens elimnated;

5) all unearned incones to be abolished;

6) to punish all war profiteers and usurers with death.
Page 446

Prices were set at a level sufficient to give a profit to nost
partici pants and quotas were based on assessnents estinmated by the
farnmers thensel ves. The autarky program gave them a stabl e market for
the products, shielding themfromthe vicissitudes which they had
suffered under liberalismwth its unstable markets and fluctuating
prices. The prices fixed under Nazi smwere not high but were adequate,
especially in conbination with other advantages.

Payments for interest and taxes were both reduced.

Al farnms of over fanmily size were nmade secure in possession of
their owner's family, with no possibility of alienation, by increasing
the use of entail on great estates and by the Hereditary Farms Act for
| esser units.

Page 447

A | aw of Decenber 28, 1939 stated, what had al ways been
understood, that in his civil service work a party nenber was not
subject to party orders but only to the orders of the civil service
superi or.
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Page 448

There was a statutory provision which nade it illegal for nenbers
of the arned services to be sinultaneously nenbers of the party.
Page 452

Maxi mum wage rates were set in June 1938. In return for
exploitation of labor, the worker received certain conpensations
of which the chief was the fact that he was no | onger threatened with
the danger of mass unenpl oynent. |ncreased econonmic activity went to
nonconsuners' goods.
Page 454

The threat to industry from depression was elininated

CHAPTER X: BRI TAIN. THE BACKGROUND TO APPEASEMENT, 1900-1939
Page 463

It is the Governnent that controls the House of Commons. This
control is exercised through the Cabinet's control of the politica
machi nery. This power over the party machinery is exercised through
control of party funds and of nom nations to constituencies. The fact
party candi dates are naned by an inner clique is of tremendous
i mportance and is the key to the control which the inner clique
exerci ses over the House of Conmons, yet it is rarely nentioned in
books on the English political system The party control is al npst
completely centralized in the hands of a largely self-perpetuating
i nner clique which has power of approval over all candi dates. Cabinet
can force the majority by using party discipline to pass bills.

Page 464

Britain can be divided into two groups, the "classes" and the
"masses." The "cl asses" were the ones who had | eisure. This nmeant that
they had property and i ncone and did not need to work for a living;
they obtained an education in a separate and expensive system they
married within their own class; they had a distinctive accent; and
they had a distinctive attitude based on the training provided in the
speci al educational system of the "classes."

Page 465

Thi s educational system was based on three great negatives:

a) education nmust not be vocational, not ained at assisting one to
make a |iving;

b) education is not aimed directly at creating or training
intelligence;

c) education is not ained at finding the "Truth."

It is ainmed at devel oping a noral outl ook, a respect for
traditions, qualities of |eadership and cooperation, and that ability
for cooperation in conpetition summed up in the English idea of
"sport" and "playing the gane." Because of the restricted nunbers of
the upper class, these attitudes applied chiefly to one another, and
did not necessarily apply to foreigners or even to the masses. They
applied to people who "bel onged" and not to all human bei ngs.

Page 469

House menbers are expected to vote as their party whips tell them
to and are not expected to understand the contents of the bills for
whi ch they are voting. Legislation originates in the neetings of the
clique of the party, acting as first chanber. If accepted by the
Cabinet, it passes the House of Commons al nost automatically. This
situation is sometines called "Cabinet dictatorship."

Page 470

There have been restrictions on denocracy in Britain al nost al
based on one criterion, the possession of wealth. Britain, until 1945,
was the world' s greatest plutocracy.

In political life, |ocal governnent had a restricted suffrage
El ected nenbers were unpaid thus restricting these posts to those who
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had | eisure (that is, wealth).
Page 471

Menbers of Parlianment were, for years, restricted to the well-to-
do by the fact that Menbers were unpaid. In 1938, each candi date nust
post a deposit of #150 anounting to nore than the total annual incone
of about three-quarters of all English famlies which is forfeited if
he does not receive over one-eighth of the total vote. As a result of
these nonetary barriers, the overwhel mi ng nmass of Englishmen coul d not
participate actively in politics unless they could find an outside
source of funds.

Until 1915, the two parties represented the same social class,
the small group known as "society." Both Conservatives and Liberals
were controlled by the same snall clique consisting of no nore than
hal f - a-dozen chief fanilies, their relatives and allies
Page 472

At the beginning of the 20th century, the inner clique of the
Conservative Party was nade up al nbst conpletely of the Cecil famly
and their relatives.

This is quite different fromthe US where both major parties are
m ddl e-cl ass parties and where geographic, religious and traditiona
i nfluences are nore inportant than class influences in deternining
party nenbership.

Page 474

In eight years (1931-1939) thirteen directors of the "Big Five
Banks" and two directors of the Bank of England were raised to the
peerage by the Conservative government. O ninety peers created,
thirty five were directors of insurance conmpanies. |n 1935, Wlter
Runci man, as president of the Board of Trade, introduced a bill to
grant a subsidy of #2 nmillion to tranp nmerchant vessel s and gave
#92,000 to his father's conpany in which he held 21,000 shares. There
is relatively little objection to activities of this kind in Engl and.
Page 475

The Labour Party arose because of the discovery by the nmasses of
the people that their vote did not avail them much so long as the only
choi ce of candidates was "Wich of two rich people will you choose?"
Page 476

The radi o, the second nost inportant instrument of publicity, is
sonetines run very unfairly. In the election of 1931, the governnent
al l omed 15 period on the BBC for political canpaigning, it took 11
gave 3 to Labour and 1 to the Liberals.

Page 478

France is in sharp contrast where the anpbunt of education by a
student is limted only by his ability and willingness to work; and
positions of inportance in the civil service, the professions, and
even business are available to those who do best in the system In
Britain, it is based largely on the ability to pay.

Page 479

For admission to the bar in England, a nan had to be a nenber of
one of the four Inns of Court. These are private clubs to which
admi ssion was by nomi nation with | arge admi ssion fees. Sons of wage
earners formed | ess than 1% of the admi ssions and nenbers of the bar
are alnost entirely fromthe well-to-do classes. Since judges are
appoi nted exclusively frombarristers, the judicial system has al so
been nonopolized by the upper classes. Obtaining justice has been

conpl ex, slow and above all, expensive. As a result, only the fairly
wel |l -to-do can defend their rights in a civil suit and if the |ess
well-to-do go to court at all, they find thenselves in an atnosphere

conpl etely dom nated by nenbers of the upper classes. Accordingly, the
ordi nary Englishman avoids litigation even when he has right on his

si de.

Page 483
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The 1909 Liberal budget was ained directly at Conservative
supporters by its taxation of unearned incones, especially from | anded
properties. Its rejection by the House of Lords was denounced by
Asquith as a breach of the constitution which gave control over noney
bills to the House of Commobns. The Lords refused to yield unti

Asquith threatened to create enough new peers to carry his bill. This
bill provided that the Lords could not veto a noney bill and could not
prevent any other bill frombeconmng lawif it was passed in three
sessions of the Commobns over a period of at |east two years.

Page 485

Li beral Lloyd George's effort to deflate prices after the G eat
War in order to go back onto the gold standard was fatal to prosperity
and donestic order. Unenpl oynment and strikes increased.

The Conservatives prevented any realistic attack on these
probl ens and passed the Energency Power Act of 1920 which for the
first tinme gave a peace-tinme governnent the right to proclaima state
of siege (as was done in 1920, 1921, 1926).

Page 486

In 1924, Wnston Churchill, as chancellor of the Exchequer,
carried out a stabilization policy which put England on the gold
standard. This policy of deflation drove Britain into an economnic
depression and a period of |abour conflict and the policy was so
bungled in its execution that Britain was dooned to sem -depressions
for al nost a decade, to financial subjugation to France until 1931 and
was driven closer to donestic rebellion than she had been at any tine
since the Chartist nmovement of 1848.

The deflation of 1926 hit the mnes with special inmpact since
prices could only be cut if wages were cut. The governnent invoked the
Ener gency Powers Act and the Trade Uni ons Congress ordered a Genera
Strike but soon ended it leaving the striking mners to shift for
thensel ves. The m ners stayed out for six nonths and then began to
drift back to work to escape starvation
Page 489

In 1931, the Macnmi|lan Commttee reported that the whole
financial structure was unsound and shoul d be renedi ed by a managed
currency, controlled by the Bank of England. The crisis reveal ed the
i ncapacity of the Labour Party and the power of the bankers. Labour
menbers had no understandi ng of econom cs. Snowden, the economc
expert" of the Cabinet, had financial views about the sane as Montagu
Nor man of the Bank of Engl and.

Page 490

As for the bankers, they were in control throughout the crisis.
Wil e publicly they insisted on a bal anced budget, privately, they
refused to accept bal ancing by taxation and insisted on bal anci ng by
cuts in relief paynents. Working in close cooperation with Arerican
bankers, they were in a position to overthrow any government whi ch was
not willing to crush themconpletely. Wile they refused cooperation
to the Labour governnent, they were able to obtain a | oan of #80
mllion fromthe US and France for the National Governnent when it
was only four days old.

The National governnent at once attacked the financial crisis
with a typical bankers' weapon: deflation. It offered a budget
i ncludi ng higher taxes and drastic cuts in unenploynent benefits and
public salaries. Riots, protests, and nutiny in the navy were the
results.

The donestic program of the National Governnent was to curtai
the personal freedom of individuals. On this, there was no rea
protest for the Labour opposition had a programwhich, in fact if not
in theory, tended in the sane direction
Page 491
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The police of London were reorganized in 1933 to destroy their
obvi ous synpathy with the working classes by restricting all ranks
above inspector to persons with an upper-class education.

A severe Incitenent to Disaffection Act in 1934 threatened to
destroy the personal freedons built up over centuries by making
pol i ce searches of honmes less restricted and naeking the sinple
possession of material likely to disaffect the arned forces a crine.
For the first tine in three generations, personal freedom and civi
rights were restricted in tine of peace. The Prevention of Viol ence
Act of 1939 enpowered a secretary of state to arrest wthout warrant
and to deport without trial
Page 492

Nevi | | e Chanberl ain was chiefly responsible for the Nationa
governnent's fiscal policies. For the first tine in alnost a century,
there was an increase in the proportion of total tax paid by the
wor ki ng class. For the first tinme since 1846, there was a tax on food.
There was a reversal in the trend to nore education for the people.
The budget was kept bal anced by at a considerable price in hunman
suffering and in wastage of Britain's irreplaceabl e human resources.
Hundr eds of thousands had been unenpl oyed for years and had their
nmoral fiber conpletely destroyed by years of living on inadequate
dol e. The capitalists of these areas were supported either by
gover nnent subsidy or were bought out by cartels and trade
associ ations fromfunds assessed on the nore active nenbers of the
i ndustry.

Chanberl ain's Derating Act of 1929 exenpted industry from paynent
of three quarters of its taxes while many unenpl oyed were allowed to
starve.

CHAPTER Xl : CHANG NG ECONOM C PATTERNS
Page 497

The economi ¢ systemitself has becone organi zed for expansi on and
if it does not expand, it tends to collapse. The basic reason for this
mal adj ustnent is that investnent has becone an essential part of the
systemand if investnment falls off, consumers have insufficient
incones to buy the consuners' goods which are being produced in
anot her part of the system because part of the flow of purchasing
power created by the production of goods was diverted from purchasing
goods it had produced into savings, and all the goods produced could
not be sold until those savings cane back into the nmarket by being
i nvest ed.
Page 498

If the groups in society who control the savings which are
necessary for progress are the sane vested interests who benefit by
the existing way of doing things, they are in a position to defend
these vested interests and prevent progress nerely by preventing the
use of surpluses to finance new inventions. The 20th century's
economc crisis was a situation of this type.
GREAT BRI TAI N

Page 499

The el ement of secrecy is one of the outstanding features of
Engl i sh business and financial life. The inner circle of English
financial life remains a matter of "whom one knows," rather than "what
one knows." Jobs are still obtained by famly, marriage, or schoo

connections and inportant positions are given to nen who have no
training, experience or know edge to qualify them
Page 500

At the core of English financial |ife have been seventeen private
firms of "merchant bankers" with a total of |ess than a hundred active
partners including Baring Brothers, NM Rothschild, J. Henry
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Schroder, Morgan Grenfell, Hanmbros and Lazard Brothers. These nerchant
bankers had a domi nant position with the Bank of England and,

strangely enough, still have retai ned sone of this, despite the
nationalization of the Bank by the Labour government in 1946
Page 501

Fi nanci al capitalismwas marked not only by a growi ng financia
control of industry but also by an increasing concentration of this
control and by an increasing banking control of governnent.

The control of the Bank of England over business was exercised
indirectly through the joint-stock banks. This growh of a "nobney
trust”" led to an investigation. A bill was drawn up to prevent further
concentration but was withdrawn when the bankers nmade a "gentlenen's
agreenent" to ask Treasury pernission for future amal gamati ons
Page 502

In 1931, financiers |led by Montagu Norman and J.P. Mrgan forced
the resignation of the British Labour government. But the handwiting
was already on the wall. The deflationary financial policy of the
bankers had alienated politicians and industrialists and driven
nmonopol i st trade unions to forma united front agai nst the bankers.
Labour and industry were united in opposition to continuance to the
bankers' economic policy with its |ow prices and hi gh unenpl oyrment.
The deci sive factor which caused the end of financial capitalismin
Britain was the revolt of the British fleet in 1931 and not the
abandonment of gold six days later. The nutiny made it clear that the
policy of deflations nust be ended. As a result, no effort was nade to
defend the gold standard.

Page 503

The Coal M nes Act of 1930 allowed the National Shipbuilders
Security to buy up and destroy shipyards. By 1934, one quarter of
Britain's shipbuilding capacity had been elin nated. The Purchase
Fi nance Conpany was set up to buy up and destroy flour nills. By 1933,
over one-sixth of the flour mlls in England had been elimn nated.
GERVANY
Page 507

In Germany, capital was scarce when industrialismarrived and
i ndustry found itself dependent upon banks al nost at once. The chi ef
credit banks floated securities for industry by granting credit to the
firm taking securities in return. These securities were slowy sold
to the public with the bank retaining enough stock to give it contro
and appointing its men as directors to give that control final form

The i nportance of interlocking directorships can be seen fromthe
fact that the same Dresdner Bank had its directors on the boards of
over two hundred industrial concerns in 1913.

Thi s banking control of industry was nmade even cl oser since nost
investors left their securities on deposit with the banks which voted
all this stock for directorships and other control neasures, unless
the stock-owners expressly forbade it. The banks al so voted the stock
left as collateral for loans and all stock bought on margin.

Page 509

The control of German financial capitalismrested in the credit
banks. It was |largely beyond the control of the governnent and rested
in private hands. O the hundreds of German credit banks, the eight
so-cal l ed "G eat Banks" were the nmasters of the Gernan econony from
1865 to 1915 and controlled 74% of the capital assets of all 421
banks.

Page 512

| .G Farbenindustrie nade nany individual cartel agreenents with
Du Pont and ot her American corporations.

Page 514

In France, Britain and the US, the war played a significant role
i n denmonstrating conclusively that econom c stagnation and
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under enpl oynent of resources were not necessary and coul d be avoi ded
if the financial systemwere subordinated to the econonic system In
Germany, this was not necessary since the Nazis had already nmade this
di scovery in the 1930s.

Thus a surplus of |abor, |ow wages, experience in unorthodox
financial operations and an i mense task to be done all contributed to
the German revival
FRANCE
Page 515

Wth the founding of the Bank of France in 1800, financial power
was in the hands of about ten or fifteen banking houses whose
founders, in nost cases, had conme from Switzerl and. These bankers, al
Protestant, were deeply involved in the agitations |leading up to the
French Revol ution. Wen it got out of the hand, they were the chief
forces behind the rise of Napoleon. As a reward for this support,
Napol eon gave these bankers a nonopoly over French financial life by
giving themcontrol of the new Bank of France.

Page 516

By 1811, nost of these bankers had gone over to the opposition
and survived the change in reginme in 1815. As a result, the Protestant
bankers who had controlled financial life under the First Enpire were
still the main figures on the board of regents of the Bank of France
until 1936. The chief names were M rabaud, Mllet, Neuflize, and
Hot ti nger

In the course of the nineteenth century, a second group was added
to French banking circles. This second group, largely Jew sh, was al so
non- French origin, the majority Germanic (like Rothschild, Heine,
Foul d, Stern and Worms). A rivalry soon grew up between the ol der
Prot estant bankers and the newer Jew sh bankers, largely al ong
political rather than religious |ines which grew confused as sone of
the Jewi sh group gave up their religion and noved over to the
Pr ot est ant group.

The | eadership of the Protestant group was exercised by M rabaud,
the | eadership of the Jewi sh group was held by Rothschild. These two
Wi ngs were so close that Mrabaud and Rot hschil d toget her dom nated
the whol e financial system and frequently cooperated together even
when their groups as a whole were in conpetition

After 1838, this sinple picture was conplicated by the slowrise
of a third group of bankers who were Catholics which soon split into
two hal ves and joined the other two groups.

Page 517

The rivalry of these two great powers fills the pages of French
history in the period 1884-1940. It paralyzed the French politica
system and economi ¢ system preventing econonic recovery fromthe
depression in 1935-1940.

From 1880-1925, the private bankers continued to exist and grow
in power. They were at first chiefly interested in governnent
obligations and the greatest bankers, |ike Mrabaud and Rothschild,
had inti mate connections with governnents and weak connections wth
the economic life of the country.

Page 518

To finance railroads, the snmall savings of nany were gathered and
made available to the private banker to direct wherever he thought
fitting. Thus the private banker becane a manager of other persons
funds rather than | ender of his own. The private banker becane nuch
nmore influential and nuch | ess noticeable. He now controlled billions
where he formerly controlled mllions and he did it unobtrusively,
acting fromthe background, concealed frompublic view The public did
not notice that the nanmes of private bankers and their agents stil
graced the list of directors of new financial enterprises.
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Page 520

The centre of the French econonmic systemin the 20th century was
not to be found, as sone have believed, in the Bank of France, but,
instead, resided in a group of alnbst unknown institutions - the
private banks. There were over a hundred of these private banks and
two (Rothschild and M rabaud) were nore powerful than all the others
conbi ned. These private banks acted as the H gh Command of the French
econom ¢ system Their stock was closely held in the hands of about
forty famlies. They were the sane private banks which had set up the
Bank of France divided into a group of seven Jew sh banks, a group of
seven Protestant banks and a group of five Catholic banks. The various
groups continued to cooperate in the managenent of the Bank of France
whi ch was controlled until 1936, as it had been in 1813, by the
handf ul of private banks which created it.
Page 521

The state was influenced by the Treasury's need for funds from
t he Bank of France.

These invest nent banks supplied long-termcapital to industry and
took stock and directorships in return. In 1931, Paribas held
the securities of 357 corporations and its own directors and top
managers held 180 directorships in 120 of the nore i nportant of these.
Page 522

The Jewi sh bankers were allied to Standard O | and Rockefeller
while the Catholic-Protestant bankers were allied to Royal Dutch Shel
and Det erdi ng.
Page 524

In 1936, there were about 800 inportant firns. O these 800, the
Pari bas bl oc controlled al nost 400 and the Uni on-Conite bl oc about
300.

Page 525

The whol e Paribas systemin the 20th century was headed by Baron
Edouard de Rothschild with the chief center of operation in the Banque
de Paris which controlled comruni cati ons conpani es such as Havas.
Havas was a great nonopolistic news agency. It could, and did,
suppress or spread both news and advertising. It received secret
subsi dies fromthe governnment for alnost a century. The nonopoly on
di stribution of periodicals and books could be used to kill papers
whi ch were regarded as obj ectionabl e.

After 1937, the Paribas bloc was badly split by the controversy
over orthodox and unorthodox financial methods for dealing with
depression. The Rothschild desire to forman alliance with Russia and
adopt a policy of resistance to Hitler, continuing orthodox financial
policies, collapsed fromits own internal contradictions, their own
lack of faith init, and the pressure of Great Britain.

Page 528

The three prewar bl ocs have played no significant role in France
since 1945 al though Rene Mayer, active head of the Rothschild fanily
interests was mnister of finance in the early postwar governnent.
Later in 1962, De Gaulle made the director of the Rothschild bank,
George Ponpidou, prine mnister.

UNI TED STATES OF AMERI CA
Page 529

By the 1880s, the techniques of financial capitalismreached
| evel s of corruption which were never approached in Europe. This
corruption sought to cheat the ordinary investor by flotations and
mani pul ations of securities for the benefit of insiders. The
practitioners of these dishonesties were as socially acceptable as
their wealth entitled themto be w thout aninmadversions on how t hat
weal th was obt ai ned.

Page 530
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Corrupt techniques associated with the nanes Daniel Drew and Jay
Goul d were al so practiced by Morgan and ot hers who becane respectabl e
fromlonger sustained success.

Any reformof Wall Street practices came frompressure fromthe
farm ng West and was | ong del ayed by the close alliance of Wall Street
with the two major political parties. By 1900, the influence of Morgan
in the Republican party was dom nant, his chief rivalry comng from
Rockefel | er of Onio.

From 1880 to 1930, financial capitalism approxi nated a feuda
structure in which two great powers, centered in New York, dom nated a
nunber of |esser powers. No description of this structure as it
existed in the 1920s can be given in a brief conpass, since it
infiltrated all aspects of Anerican |ife and especially all branches
of economic life.

At the center were a group of |ess than dozen investnent banks
whi ch were still unincorporated partnerships at the height of their
powers. These included J.P. Mrgan, the Rockefeller famly, Kuhn,

Loeb, Dillon, Read, Brown Brothers and Harriman, and others. Each of
these was linked in organi zational or personal relationships with
various banks, insurance conpanies, railroads, utilities and
industrial firms. The result was to forma nunber of webs of econonic
power .

J.P. Morgan worked in close relationship with a group of banks
and i nsurance conpani es. The whol e nexus dom nated a network of
business firms which included at | east one-sixth of the two hundred
| argest non-financial corporations.

Page 531

The Rockefeller group, investing only its own profits, functioned
as a capitalist unit in close cooperation with Mrgan and controlled
over half the assets of the oil industry.

Page 532

The econonmi ¢ power represented by these figures is al nost beyond
i magi nati on to grasp. Mdrgan and Rockefeller together frequently
dom nated the national Republican Party while Mrgan occasionally had
extensive influence in the national Denobcratic Party. These two were
al so powerful on the state |evel, especially Mdrgan in New York
and Rockefeller in Chio. Mellon was a power in Pennsylvania and Du
Pont in Del aware.

In the 1920s, this system of economc and political power forned
a hierarchy headed by the Mdrrgan interests and played a principal role
both in political and business |ife. Mrgan, operating on the
international level in cooperation with his allies abroad, especially
in England, influenced the events of history to a degree which cannot
be specified in detail but which certainly was trenendous. The
deflationary financial policies on which these bankers insisted were
| ayi ng the foundations of the economic collapse into general social
di saster by 1940. Unenpl oynent which had reached 13 nmillion persons in
1933 was still at 10 mllion in 1940
Page 533

The defl ationary policies of the bankers were acceptable to heavy
i ndustry chiefly because it was not unionized. Wth assenbly-line
techni ques financed by the bankers and unorgani zed | abor, the
enpl oyers could rearrange, curtail, or term nate | abor wi thout notice
on a daily basis and could thus reduce | abor costs to neet falls in
prices from bankers' deflation.

The fact that reductions in wages and |l arge |lay-offs also reduced
the vol une of purchasing power as a whole, to the injury of the groups
selling consuners' goods, was ignored by the makers of heavy
producers' goods. In this way, farnmers and ot her segnments of the
society were injured by the deflationary policies of the bankers and
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by the enpl oynment policies of heavy industry, closely allied to the
bankers.

When t hese policies becane unbearable in the depression of 1929-
1933, these other interest blocs deserted the Republican party which
remai ned subservient to high finance and heavy industry. The shift of
the farmbloc to the Denpcratic Party in 1932 resulted in the election
of Franklin D. Roosevelt and the New Deal
Page 534

The New Deal 's actions against finance did not represent any
victory for unorthodox financing, the real key to either nonopoly
capitalismor to a nanaged pluralist society. The reason for this was
that the New Deal was fundamentally orthodox in its ideas on the
nature of noney. Roosevelt was quite willing to unbal ance the budget
and to spend in a depression in an unorthodox fashion because he had
grasped the idea that |ack of purchasing power was the cause of the
| ack of demand whi ch made unsol d goods and unenpl oynent, but he had no
i dea of the causes of the depression and had quite orthodox ideas on
the nature of noney. As a result, his admnistration treated the
synptons rather than the causes of the depression and, while spending
unorthodoxly to treat these synptons, did so with noney borrowed from
the banks in the accepted fashion. The New Deal allowed bankers to
create the nmoney, borrowed it fromthe banks,and spent it. This meant
that the New Deal ran up the national debt to the credit of the banks,
and spent noney in such a limted fashion that no drastic re-
enpl oynent of idle resources was possible.

One of the nost significant facts about the New Deal was its
orthodoxy on noney. For the whole 12 years he was in the Wite House,
Roosevelt had statutory power to issue fiat noney in the form of
greenbacks printed by the governnent w thout recourse to the banks.
This authority was never used. As a result of such orthodoxy, the
depression's synptons of idle resources were overcone only when the
energency of the war in 1942 made it possible to justify alimtless
increase in the national debt by limtless borrowing fromprivate
persons and the banks. But the whol e episode showed a failure to grasp
the nature of money and the function of the nonetary system of which
consi derabl e traces remained in the postwar period.

Page 535

One reason for the New Deal's readiness to continue with an
orthodox theory of the nature of nobney, along with an unorthodox
practice in its use, arose fromthe failure of the Roosevelt
admi nistration to recogni ze the nature of the econonic crisis itself.
This failure can be seen in Roosevelt's theory of "punp prinming." He
sincerely believed, as did his Secretary of the Treasury, that there
was not hing structurally wong with the econony, that it was
tenporarily stalled, and woul d keep going of its own powers if it
could be restarted..

The i nadequacy of this theory of the depressi on was shown in 1937
when the New Deal, after four years of punp primng and a victorious
election in 1936, stopped its spending. Instead of taking off, the
econony col |l apsed in the steepest recession in history. The New Dea
had to resunme its treatnent of synptons but now w thout hope that the
spendi ng program coul d ever be ended, a hopel ess prospect since the
adm ni stration | acked the know edge of how to reformthe system or
even how to escape from borrowi ng bank credit with its nounting public
debt, and the adninistration | acked the courage to adopt the really
| ar ge-scal e spendi ng necessary to give full enploynent of resources.
The adm nistrati on was saved fromthis inpasse by the need for the
rearmanment program followed by the war. Since 1947 the Cold War and
the space program have all owed the sane situation to continue, so that
even today, prosperity is not the result of a properly organized
econom ¢ system but of governnment spending, and any drastic reduction
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in such spending would give rise to an acute depression
THE ECONOM C FACTORS
Page 540

There are a nunber of inportant elenents in the economc
situation of the 20th century.

8. The increasing disparity in the distribution of incone is the
nmost controversial and | east well-established characteristic of the
system It would appear that the disparity in national income has been
getting wider.

In the US, the richest one-fifth receive 46%of the incone in
1910, 51%in 1929 and 48%in 1937. In the sane three years, the share
of the poorest one-fifth fell from8%to 5.4%to 3.6%

If instead of one-fifth, we exam ne the richest and poorest one-
tenth, in 1910 the ratio was 10, in 1929 it was 21.7, in 1937, it was
34.4. This neans that the rich were getting richer relatively and
probably absolutely while the poor were getting poorer both relatively
and absol utely.

Page 542

The progressives who insisted that the lack of investnent was
caused by lack of consuner purchasing power were correct. But the
conservatives who insisted that the lack of investnent was caused by
| ack of confidence were also correct. Each was | ooking at the opposite
side of a single continuous cycle:

a) purchasi ng power creates denand for goods;

b) demand for goods creates confidence in the mnds of investors;

c) confidence creates new i nvestnent;

d) new i nvestnent creates purchasi ng power which then creates denmand

It woul d appear that the economc factors alone affected the
distribution of incomes in the direction of increasing disparity.

Page 543

In Germany, Hitler's 1934 adoption of an unorthodox fi nanci al
policy which raised the standards of living of the |ower-incone |evels
even nore drastically (by shifting them from unenpl oynent with i ncones
close to nothing into wage-earning positions in industry) was not
acceptable to the high-incone classes because it stopped the threat of
revol ution by the discontented masses and because it was obvi ously of
| ong-run benefit to them This |ong-run benefit began to appear when
capacity enpl oynment of capital and | abor was achieved in 1937.

Page 546

In the nodern econom ¢ comunity, the sumtotal of goods and
services appearing in the market is at one and the sane tine the
i ncone of the community and the aggregate cost of produci ng goods and
services in question. Aggregate costs, aggregate incones and aggregate
prices are the sane since they are nerely opposite sides of the
i dentical expenditures.

The purchasi ng power available in the community is equal to
income mnus savings. If there are any savings, the avail able
purchasing power will be |ess than the aggregate prices being asked
for the products for sale and the anount of the savings. Thus, all the
goods and services produced cannot be sold as |ong as savings are held
back. In order for al the goods to be sold, it is necessary for the
savings to reappear in the market as purchasi ng power. The
di sequi |l i brium bet ween purchasi ng power and prices which are created
by the act of saving is restored conpletely by the act of investnent,
and all the goods can be sold at the prices asked. But whenever
investrment is |less than savings, the avail abl e supply of purchasing
power is inadequate by the sane anpbunt to by the goods being of fered.
This margi n by which purchasi ng power is inadequate because of an
excess of savings over investrment nmay be called the "deflationary
gap."This "deflationary gap" is the key to the twentieth century
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economic crisis and one of the three central cores of the whole
tragedy of the century.

THE RESULTS OF THE ECONOM C DEPRESSI ON

Page 547

The defl ationary gap arising froma failure of investnment to
reach the |l evel of savings can be closed either by |owering the supply
of goods to the |level of avail able purchasing power or by raising the
supply of purchasing power to a |l evel able to absorb the existing
supply of goods, or a conbination of both. The first solution wll
give a stabilized econonmy on a low | evel of activity; the second wll
give a stabilized econony on a high level of activity. Left to itself,
the econom ¢ system under nodern conditions woul d adopt the forner
procedure working as follows: The deflationary gap will result in
falling prices, declining economic activity and rising unenpl oynent.
This will result in a fall in national incone resulting in an even
nmore rapid decline in the volune of savings. This decline continues
until the volume of savings reaches the |evel of investnent at which
point the fall is arrested and the economnmy becones stabilized at a | ow
| evel

This process did not work itself out in any industrial country
during the great depression because the disparity in national incone
was so great that a considerable portion of the popul ation would have
been driven to zero incomes and absol ute want before savings of the
richer segnment fell to the level of investment. Under such conditions,
the masses of popul ati on woul d have been driven to revolution and the
stabilization, if reached, would have been on a level so low that a
consi derabl e portion of the popul ati on woul d have been in absol ute
want . Because of this, governnents took steps to arrest the course of
the depression before their citizens were driven to desperation

The nethods used to deal with the depression and cl ose the
deflationary gap were all reducible to two fundanental types
a) those which destroy goods, and
b) those which produce goods which do not enter the market.

The destruction of goods will close the deflationary gap by
reduci ng the supply of unsold goods through | owering the supply of
goods to the level of the supply of purchasing power. It is not
generally realized that this method is one of the chief ways in which
the gap is closed in a normal business cycle where goods are destroyed
by the sinple expedient of not producing the goods which the systemis
capabl e of producing. The failure to use full level of 1929 out put
represented a loss of $100 billion in the US, Britain and Germany
al one. This loss was equivalent to the destruction of such goods.
Destruction of goods by failure to gather the harvest is a comon
phenonmenon under nodern conditions. When a farmer | eaves his crop
unharvest ed because the price is too |low to cover the expense of
harvesting, he is destroying the goods. Qutright destruction of goods
al ready produced is not common and occurred for the first tinme as a
met hod of conbating depression in the years 1930-1934. During this
peri od, stores of coffee, sugar, and bananas were destroyed, corn was
pl owed under, and young |ivestock was sl aughtered to reduce the supply
on the market. The destruction of goods in warfare is another exanple
of this method of overcomi ng deflationary conditions in the econonic
system
Page 548

The second nethod of filling the deflationary gap, nanely, by
produci ng goods which do not enter the nmarket, acconplishes its
pur pose by providing purchasing power in the nmarket, since the costs
of production of such goods do enter the market as purchasi ng power,
whil e the goods thensel ves do not drain funds fromthe systemif they
are not offered for sale. New investnment was the usual way in which
this was acconplished in the nornal business cycle but it is not the
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normal way of filling the gap under nobdern conditions of depression

We have already seen the growing reluctance to invest and the unlikely
chance that the purchasi ng power necessary for prosperity will be
provided by a constant stream of private investnent. It this is so,
the funds for produci ng goods which do not enter the market nust be
sought in a program of public spending.

Any program of public spending at once runs into the problens of
inflation and public debt. These are the sane two problens nentioned
in connection with the efforts of governnent to pay for the First
World War. The nethods of paying for a depression are exactly the sane
as the methods of paying for a war, except that the conbination of
met hods used may be sonewhat different because the goals are sonewhat
different. In financing a war, we should seek to achi eve a nethod
which will provide a maxi rum of output with a mininumof inflation and
public debt. In dealing with a depression, since a chief aimis to
close the deflationary gap, the goal will be to provide a maxi num of
output with a necessary degree of inflation and a m ni mum of public
debt. Thus the use of fiat noney is nore justifiable in financing a
depression than in financing a war. Mreover the selling of bonds to
private persons in wartine mght well be ainmed at the | ower-incone
groups in order to reduce consunption and rel ease facilities for war
production, while in a depression (where | ow consunption is the chief
probl em) such sales of bonds to finance public spending woul d have to
be aimed at the savings of the upper-incone groups.

These ideas on the role of governnent spending in conbating
depressi on have been formally organized into the "theory of the
conpensatory econony." This theory advocates that governnent spending
and fiscal policies be organized so that they work exactly contrary to
the business cycle, with | ower taxes and |larger spending in
defl ationary period and higher taxes with reduced spending in a boom
period, the fiscal deficits of the down cycle being counterbal anced in
the national budget by the surpluses of the up cycle.

Page 549

Thi s conpensatory economnmy has not been applied with nmuch success
in any European country except Sweden. In a denocratic country, it
woul d take the control of taxing and spending away fromthe el ected
representatives of the people and place this precious "power of the
purse" at the control of the autonatic processes of the business cycle
as interpreted by bureaucratic (and representative) experts. Mreover,
all these progranms of deficit spending are in jeopardy in a country
with a private banking system In such a system the creation of noney
(or credit) is usually reserved for the private banking institutions
and is deprecated as a governnment action. The argunent that the
creation of finds by the governnment is bad while creation of funds by
the banks is salutary is very persuasive in a system based on
traditional laissez faire and in which the usual avenues of
communi cati ons (such as newspapers and radi o) are under private, or
even banker, control

Public spending as a nethod of counteracting depression can vary
very greatly in character, depending on the purposes of the spending.
Spendi ng for destruction of goods or for restriction of output, as
under the New Deal agricultural program cannot be justified easily
in a denocratic country with freedom of comunications because it
obviously results in a decline in national income and |iving
st andar ds.

Spendi ng for non-productive nonunents is somewhat easier to
justify but is hardly a I ong-run solution

Spending for investnent in productive equipnent (like the
Tennessee Valley Authority Dam is obviously the best solution since
it leads to an increase in national wealth and standards of |iving and
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is along-run solution but it marks a pernmanent departure froma
system of private capitalismand can be easily attacked in a country
with a capitalistic ideology and a private banking system

Spendi ng on armanents and nati onal defence is the | ast nethod of
fighting depression and is the one nost readily and nost widely
adopted in the twentieth century.

A program of public expenditure on arnanents is a nethod for
filling the deflationary gap and overcom ng depressi on because it adds
purchasi ng power to the market without drawing it out again |ater
(since the armanents, once produced, are not put up for sale). From an
econom ¢ point of view, this nmethod of conbating depression is not
much different fromthe method listed earlier under destruction of
goods, for, in this case also, econom c resources are diverted from
constructive activities or idleness to production for destruction. The
appeal of this method for coping with the probl em of depression does
not rest on econom ¢ grounds at all, for, on such grounds, there is
no justification. It's appeal is rather to be found on other,
especially political, grounds.

Page 550

The adoption of rearmanent as a nethod of conbating depression
does not have to be conscious. The country which adopts it may
honestly feel that it is adopting the policy for good reasons, that it
is threatened by aggression, and that a program of re-armanment is
necessary for political protection. It is very rare for a country
consciously to adopt a program of aggression, for, in npbst wars, both
sides are convinced that their actions are defensive. It is al nost
equally rare for a country to adopt a policy of re-armanent as a
solution for depression. If a country adopts re-armanent because of
fear of another's arns and these last are the result of efforts to
fill a deflationary gap, it can also be said that the re-armanent of
the former has a basic econom c cause.

In the 20th century, the vested interests usually sought to
prevent the reformof the econom c system (a reform whose need was
made evident by the | ong-drawn-out depression) by adopting an econom c
program whose chief elenment was the effort to fill the deflationary
gap by re-arnanent.

THE PLURALI ST ECONOMY AND WORLD BLOCS

The econonic disasters of two wars, a world depression, and the
post-war fluctuations showed clearly by 1960 that a new econom ¢
organi zation of society was both needed and avail abl e. The | ai ssez-
faire conpetitive systemhad destroyed itself and al nost destroyed
civilization as well by its inability to distribute the goods it could
produce. The system of nonopoly capitalismhad helped in this
di saster.

Page 551

The al nost sinmultaneous failure of |aissez-faire, Fascism and of
Conmuni smto satisfy the grow ng popul ar demand both for rising
standards of living and for spiritual liberty had forced the m d-20th
century to seek sone new econom c organi zati on

Under devel oped peopl es have been struck by the conflicting clains
of the two great super-Powers.. The forner offered the goods the new
peopl es wanted (rising standards of living and freedom) while the
|latter seened to offer nethods of getting these goods (by state
accunul ation of capital, governnent direction of resources) which
m ght tend to snother these goals. The net result has been a
convergence toward a common, if renote, systemof the future whose
ultimate nature is not yet clear but which we might call the
"pluralist economny."

CHAPTER XI'I: THE POLI CY OF APPEASEMENT 1931-1936
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Page 559

The structure of collective security was destroyed conpletely
under the assaults of Japan, Italy and Germany who were attacking the
whol e nineteenth century way of life and some of the npbst fundanental
attributes of Western CGvilization itself. They were in revolt against
denocracy, against the parlianmentary system against |aissez-faire and
the liberal outl ook, against nationalism(although in the nane of
nationalism, against humanitariani sm against science and agai nst al
respect for human dignity and human decency. It was recruited fromthe
dregs of society.
Page 560

During the nineteenth century, goals were conpletely |ost or were
reduced to the nost prinmtive | evel of obtaining nore power and nore
weal th. But the constant acquisition of power or wealth, like a
narcotic for which the need grows as its use increases w thout in any
way satisfying the user, left man's "hi gher" nature unsatisfied.
Page 561

Germany coul d have made no aggressi on without the acquiescence
and even in sone cases the actual encouragenent of the "satisfied"
Powers, especially Britain.
THE JAPANESE ASSAULT, 1931-1941

The simlarity between Germany and Japan was striking: each had a
conpletely cartelized industry, a mlitaristic tradition, a hard-
wor ki ng popul ati on which respected authority and | oved order, a facade
of parliamentary constitutionalismwhich barely concealed the reality
of power wi elded by an alliance of arny, |andlords, and industry.
Page 562

The steady rise in tariffs agai nst Japanese manuf act ured goods
after 1897 led by Anerica served to increase the difficulties of
Japan's position. The worl d depression and the financial crisis hit
Japan a terrible blow. Under this inpact, the reactionary and
aggressive forces were able to solidify their control and enmbark on
that adventure of aggression and destruction that ultinmately led to
the disasters of 1945.
Page 563

Separate fromthe armed forces were the forces of nonopoly
capitalism the eight great econom c conpl exes controlled as famly
units knows as "zai batsu" which controlled 75% of the nation's wealth.
By 1930, the nmilitarists and zai batsu cane together in their |ast
fateful alliance.
Page 569

Japan's unfavorabl e bal ance of trade was reflected in a heavy
outflow of gold in 1937-1938. It was clear that Japan was losing its
financial and comercial ability to buy necessary materials of foreign
origin. The steps taken by America, Australia, and others to restrict
export of strategic or military materials to Japan nmade this problem
even nore acute. The attack on China had been intended to renmedy this
situation by renpving the Chinese boycott on Japanese goods.
Page 570

Under the pressure of the growing reluctance of neutral countries
to supply Japan with necessary strategi c goods, the nost vital being
pet rol eum products and rubber, it seened that the occupation of the
Dutch | ndi es and Mal aya could do much to alleviate these shortages but
which woul d |l ead to an Anerican war on Japan. They decided to attack
the United States first.
THE | TALI AN ASSAULT, 1934-1936
Page 571

In 1922, the Fascists cane to power in a parlianentary systeny in
1925 it was replaced by a political dictatorship while the econonic
systemremai ned that of orthodox financial capitalism in 1927 an
orthodox and restrictive stabilization of the lira on the
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international gold standard | ed to such depressed econom ¢ conditions
that Mussolini adopted a nuch nore active foreign policy; in 1934
Italy replaced orthodox econom c neasures by a totalitarian econony
functioning beneath a fraudul ent corporate facade.

Italy was dissatisfied over its |lack of colonial gains at
Versailles and the refusal of the League to accede to Tittoni's
request for a redistribution of the world's resources in accordance
wi th popul ati on needs nmade in 1920.

In a series of agreenents with Austria and Hungary known as the
"Ronme Protocols,"” the Austrian governnent under Engel bert Dol |l fuss
destroyed the denocratic institutions of Austria, w ped out al
Soci al i st and wor ki ng-cl ass organi zati ons, and established a one-party
dictatorial corporate state at Mussolini's behest in 1934. Hitler took
advantage of this to attenpt a Nazi coup in Austria, nurdering
Dol | fuss in July 1934 but he was prevented by the quick nobilization
of Italian troops on the Brenner frontier and a stern warning from
Mussol i ni
Page 572

Hitler's ascension to office in Germany in 1933 found French
foreign policy paralyzed by British opposition to any efforts to
support collective security or to enforce German observation of its
treaty obligations by force. As a result, a suggestion fromPoland in
1933 for joint armed intervention in Germany to renove Hitler from
office was rejected by France. Pol and at once nmade an non-aggression
pact with Germany and extended a previous one with the Soviet Union

In 1934, France under Jean Louis Bathou, began to adopt a nore
active policy against Hitler seeking to encircle Germany by bringing
the Soviet Union and Italy into a revived alignnent of France, Pol and,
the Little Entente, Greece and Turkey.

Page 573

France's Laval was convinced that Italy could be brought into the
anti-German front only if its long-standing grievances and unful filled
anbitions in Africa could be nmet. Accordingly, he gave Miussolini 7% of
the stock in the Dibouti-Addis Ababa Railway, a stretch of desert
114,000 square mles in extent but containing only a few hundred
persons (sixty-two according to Miussolini) on the border of Libya, a
smal | wedge of territory between French Sormaliland and Italian
Eritrea, and the right to ask for concessions throughout Ethiopia.

Wil e Laval insisted that he had nmade no agreenent which
j eopardi zed Ethiopia's independence or territorial integrity, he nade
it equally clear that Italian support against Gernmany was nore
important than the integrity of Ethiopia in his eyes. France had been
Ethiopia's only friend and had brought it into the League of Nations.
Italy had been prevented from conquering Ethiopia in 1896 only by a
deci sive defeat of her invading forces at the hands of the Ethiopians
thensel ves, while in 1925, Britain and Italy had cut her up into
econom ¢ spheres by an agreenment which was annulled by a French appea
to the League. Laval's renunciation of France's traditional support of
Et hi opi an i ndependence brought Italy, Britain and France into
agreenent on this issue.

Page 574

Thi s point of view was not shared by public opinion in these
three countries. Stanley Baldwin (party |eader and prine mnister)
erected one of the nobst astoni shing exanples of British "dual" policy
in the appeasenent period. Wile publicly supporting collective
security and sanctions against Italian aggression, the governnent
privately negotiated to destroy the League and to yield Ethiopia to
Italy. They were conpletely successful in this secret policy.

The Italian invaders had no real fear of British mlitary
sanctions when they put a major part of their forces in the Red Sea
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separated from hone by the British-controlled Suez canal. The British
governnent's position was clearly stated in a secret report by Sir
John Maffey which declared that Italian control of Ethiopia would be a
"matter of indifference" to Britain. This opinion was shared by the
French governnent too

Unfortunately, public opinion was insisting on collective
sanctions agai nst the aggressor. To neet this denmand, both governnents
engaged in a public policy of unenforced or partially enforced
sanctions at wide variance with their real intentions.

Foreign Secretary Sanmuel Hoare delivered a snmashing speech to
support sanctions against lItaly. The day previously he and Ant hony
Eden had secretly agreed with Pierre Laval to inpose only partial
economni ¢ sanctions avoiding all actions such as bl ockade of the Suez
canal .

Page 575

A nunber of governnments including Bel gium Czechosl ovaki a, France
and Britain had stopped all exports of nmunitions to Ethiopia as early
as May 1935 al though Ethiopia's appeal to the League for hel p had been
made on March 17th while the Italian attack did not come unti
Cct ober. The net result was that Ethiopia was | eft defencel ess and her
appeal to the US for support was at once rejected.

Hoare's speech evoked such applause fromthe British public that
Bal dwi n decided to hold a general election on that issue. Accordingly,
with ringing pledge to support collective security, the Nationa
governnent won an anazing victory and stayed in power until the next
general election ten years |ater (1945).

Al though Article 16 of the League Covenant bound the signers to
break off all trade with an aggressor, France and Britain comnbined to
keep their econonic sanctions partial and ineffective. The inposition
of oil sanctions was put off again and again until the conquest of
Et hi opi a was conpl ete. The refusal to establish this sanction resulted
froma joint British-French refusal on the grounds that an oi
sanction would be so effective that Italy would be conpelled to break
of its was with Ethiopia and would, in desperation, nmake war on
Britain and France. This, at least, was the amazing | ogic offered by
the British governnent |ater.

Page 576

Hoare and Laval worked out a secret deal which would have given
Italy outright about one-sixth of Ethiopia. Wen news of this deal was
broken to the public, there was a roar of protest on the grounds
that this violated the el ection pledge made but a nmonth previously. To
save his government, Baldwin had to sacrifice Hoare who resigned on
Decenber 19 but returned to Cabinet on June 5 as soon as Ethiopia was
decently buried. Laval fell fromoffice and was succeeded by Pierre
FI andi n who pursued the sanme policy.

Et hi opi a was conquered on May 2 1936. Sanctions were renoved in
the next two nonths just as they were beginning to take effect. The
consequences of the Ethiopian fiasco were of the greatest inportance.
The Conservative Party in England was entrenched in office for a
decade during which it carried out its policy of appeasenent and waged
the resulting war. The US passed a "Neutrality Act" whi ch encouraged
aggression, at the outbreak of war, by cutting off supplies to both
sides, to the aggressor who had arnmed at his leisure and to the victim

as yet unarned. Above all, it destroyed French efforts to encircle
Ger many.

Cl RCLES AND COUNTERCI RCLES, 1935-1939

Page 577

The rem litarization of the Rhineland in violation of the
Versailles Treaty was the nost inportant result of the Ethiopian
crisis.

Page 578
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In order to destroy the French and Soviet alliances with
Czechosl ovaki a, Britain and Germany sought to encircle France and the
Soviet Union in order to dissuade France fromhonoring its alliances
with either Czechosl ovakia or the Soviet Union and France, finding
itself encircled, dishonored its alliance with Czechosl ovakia when it
cane due in 1938.

Page 579

The British attitude towards eastern Europe was nade perfectly
cl ear when Sir John Sinbn demanded arns equality for Gernmany. Adding
to the encirclenment of France was the Angl o- German Naval Agreenent of
June 1935.

Page 580

Parallel with the encirclenment of France went the encirclenment of
the Sovi et Union known as the anti-Com ntern Pact, the union of
Germany and Japan agai nst Conmuni sm

The Il ast encircl enent was that agai nst Czechosl ovaki a. Hungary
and Germany were both opposed to Czechosl ovakia as an "artificial"
creation of the Versailles Conference. The Polish-German agreenent of
1934 opened a canpaign until the Polish invasion in 1938.

An analysis of the notivations of Britain in 1938-1939 is bound
to be difficult because the notives of governnent were clearly not the
sanme as the notives of the people and in no country has secrecy and
anonynity been carried so has been been so well preserved as in
Britain. In general, notives becone vaguer and | ess secret as we nove
our attention fromthe innernost circles of the government outward. As
if we were | ooking at the | ayers of an onion, we nay discern four
poi nts of view
1) the anti-Bol sheviks at the center;

2) the "three-bloc-world" supporters close to the center;
3) the supporters of "appeasenent" and
4) the "peace at any price" group in peripheral position

Page 581

The chief figures in the anti-Bol shevik group were Lord
Curzon, Lord D Abernon and Ceneral Snuts. They did what they could to
destroy reparations and permt German re-arnanent.

Thi s point of view was supported by the second group, the Round
Table Goup, and cane later to be called the divenden Set which
included Lord M I ner, Lord Brand (managi ng director of Lazard
Brot hers, international bankers). This group w el ded great influence
because it controlled the Rhodes Trust and domi nated the Roya
Institute of International Affairs. They sought to contain the Soviet
Uni on rather than destroy it as the anti-Bol shevi ks wanted. They
advocated a secret alliance of Britain with the German military
| eaders agai nst the Sovi et.

Page 583

Abandoni ng Austria, Czechosl ovakia and the Polish Corridor to
Germany was the aimof both the anti-Bol shevi ks and the "three-bl oc"
peopl e.

Page 584

From August 1935 to March 1939, the governnent built upon the
fears of the "peace at any price" group by steadily exaggerating
Germany's arned might and belittling their own, by cal cul ated
i ndiscretions like the statement that there were no real anti-aircraft
guns in London, by constant hammering at the danger of air attack
wi t hout warning, by building ostentatious and quite useless air-raid
trenches in the streets and parks of London, and by insisting through
daily warnings that everyone nust be fitted with a gas mask
i medi ately (although the danger of a gas attack was nil). In this
way, the governnment put London into a panic in 1938 and by this panic,
Chanberl ain was able to get the people to accept the destruction of
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Czechosl ovaki a. Since he could not openly appeal on the anti -

Bol shevi k basis, he had to adopt the expedient of pretending to
resist (in order to satisfy the British public) while really
continuing to nake every possible concession to Hitler which would
bring Germany to a common frontier with the Soviet Union

Page 585

Chanberl ain's notives were not really bad ones; he wanted peace
so he could devote Britain's limted resources to social welfare; but
he was narrow and totally ignorant of the realities of power,
convinced that international politics could be conducted in terns of
secret deals, as business was, and he was quite ruthless in carrying
out his ains, especially in his readiness to sacrifice non-English
persons who, in his eyes, did not count.

THE SPANI SH TRAGEDY, 1931-1939
Page 587

Fromthe invasion of the Arabs in 711 to their final ejection in
1492, Spanish life has been domi nated by the struggle against foreign
intruders. As a result of nore than a thousand years of such
struggles, alnost all elenments of Spanish society have devel oped a
fanatical intolerance, an unconprom sing individualism and a fata
belief that physical force is a solution to all problens, however
spiritual
Page 588

The war of 1898, by depriving Spain of nuch of its enpire, left
its over-sized arny with little to do and with a reduced area on which
to batten. Like a vanpire octopus, the Spanish Arny settled down to
drain the life-blood of Spain and, above all, Mrocco. This brought
the arny officers into alignnment with conservative forces consisting
of the Church (upper clergy), the landlords, and the nonarchists. The
forces of the proletariat discontent consisted of the urban workers
and the much | arger mass of exploited peasants.

Page 591

In 1923, while nost of Spain was suffering fromnalnutrition,
nmost of the land was untilled and the owners refused to use irrigation
facilities which had built by governnment. As a result, agricultura
yi el ds were the poorest in western Europe. Wile 15 nen owned about a
mllion acres and 15,000 nmen owned about the of all taxed |and, al nost
2 mllion owed the other half, frequently in plots too snmall for
subsi stence. About 2 mllion nore, who were conpletely |andl ess,
worked 10 to 14 hours a day for about 2.5 pesetas (35 cents) a day for
only six nonths in the year and paid exorbitant rents w thout any
security of tenure.

In the Church, while the ordinary priests share the poverty and
tribulations of the people, the upper clergy were closely allied with
governnent and supported by an annual grant. They had seats in the
upper chanber, control of education, censorship, marriage. In
consequence of this alliance of the upper clergy with government and
the forces of reaction, all aninobsities built against the latter cane
to be directed against the former also. Although the people renmined
universally and profoundly catholic, they al so becane incredibly
anticlerical reflected in the proclivity for burning churches.

Al'l these groups, landlords, officers, upper clergy, and
nmonar chi sts, were interest groups seeking to utilize Spain for their
own power and profit.

Page 592

Al fonso Xl Il ordered nunicipal elections but in 46 out of 50
provincial capitals, the anti-nonarchial forces were victorious.
Al fonso fled to France on April 14, 1931.

The republicans at once began to organize their victory, electing
a Constituent Assenbly in June and establishing an ultranodern uni-
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canmeral, parliamentary government with universal suffrage, separation
of Church and State, secularization of education, |ocal autonony for
separati st areas and power to socialize the great estates or the
public utilities.

The republic lasted only five years before Civil War began in
1936 after being challenged constantly fromthe Ri ght and the extrene
Left. Because of shifting governnents, the liberal program which was
enacted into law in 1931 was annull ed or unenforced.

Page 593

In an effort to reduce illiteracy (over 45%in 1930), the
republic created thousands of new schools and new teachers, raised
teachers' salaries, founded over a thousand libraries.

Arny officers were reduced with the surplus being retired on ful
pay. The republican officers tended to retire, the nonarchists to stay
on.

To assi st the peasants and workers, mixed juries were established
to hear rural rent disputes, inmportation of |abor for wage-breaking
pur poses was forbidden; and credit was provided for peasants to
obtain land, seed, or fertilizers on favorable terns. Customarily
uncul tivated | ands were expropriated with conpensation to provide
farns for a new class of peasant proprietors.

Most of these refornms went into effect only partially. Few of the
abandoned estates could be expropriated because of the |ack of noney
for conpensati on.

Page 594

The conservative groups reacted violently. Three plots began to
be formed agai nst the new republic, the one nonarchist |led by Sotelo
in parlianment and by Goi coechea behind the scenes; the second a
parlianmentary alliance of |andlords and clericals under Robles; and
the last a conspiracy of officers under Cenerals Barrera and Sanjurjo.

In the neantine, the nonarchi st conspiracy was organi zed by
former King Al fonso from abroad. Goi coechea performed his task with
great skill under the eyes of a governnent which refused to take
preventative action because of its own liberal and legalistic
scruples. He organized an alliance of the officers, the Carlists, and
his own Al fonsist party. Four nen fromthese three groups then signed
an agreenment with Mussolini in 1934 who prom sed arns, noney,

di pl omatic support and 1.5 nillion pesetas, 10,000 rifles, 10,000
grenades, and 200 nmachine guns. In return, the signers promsed to
sign a joint export policy with Italy.

Page 595

The Robles coalition of Right parties with the clerical party and
agrarian party of landlords was able to replace the Left Republican
Azana by the Right Republican Lerroux as prinme mnister. It then
call ed new el ections, won victory and revoked nany of the 1931 reforns
while allowi ng nost of the rest to go unenforced and restored
expropri ated estates.

This led to a violent agitation which burst into open revolt in
the two separatist centers of the Basque country and Catal onia. The
uprising in Asturias spearheaded by anarchist mners hurling dynamte
fromslings, lasted for nine days. The governnent used the Foreign
Legi on and Moors, brought to Morocco by sea, and crushed the rebels
wi thout nercy. The latter suffered at 5,000 casualties. After the
uprising, 25,000 suspects were thrown into prison

The uprising of October 1934, although crushed, split the
oligarchy. The denands of the arny, nonarchists and the bi ggest
| andl ords for a ruthless dictatorship alarnmed the | eaders of the
Church and president of the republic Zanora. Robles as minister of war
encouraged reactionary control of the arny and even put General Franco
in as his undersecretary of war.

Page 596

file:///C|/Documents%20and%20Settings/me/Desk...ley,%20Carroll%20-%20Tragedy%20and%20Hope.txt (60 of 129) [14/06/2005 11:42:39]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

For the 1936 el ections, the parties of the Left forned the
Popul ar Front with a published programpromsing a full restoration of
the constitution, ammesty for political crimes commtted after 1933,
civil liberties, an independent judiciary, nmnimmwages, protection
for tenants, reformof taxation, credit, banking. It repudiated the
Soci al i st program for nationalization of the |land, the banks, and
i ndustry.

Wil e all the Popular Front parties would support the governnent,
only the bourgeois parties would hold seats in the Cabinet while the
workers parties such as the Socialists would remain outside

The Popul ar Front captured 266 of 473 seats while the Right had
153, the Center 54, CEDA 96, Socialists 87, Republic Left 81,

Comuni sts 14.

The defeated forces of the Right refused to accept the election
results and tried to persuade Vall aderes to hand over the governnent
to General Franco. That was rebuffed. On Feb. 20, the conspirators net
and decided the tinme was not yet ripe. The new governnent heard of
this neeting and transferred Franco to the Canary Islands. The day
before he left Madrid, Franco net with the chief conspirators and they
conpleted their plans for a mlitary revolt but fixed no date.

In the neantine, provocation, assassination, and retaliation grew
steadily with the verbal encouragenent of the Right. Property was
sei zed or destroyed and churches were burned on all sides. The nobb
retaliated by assaults on nonarchists and by burning churches.

Page 597

Italian Air Force planes were painted over and went into action
in support of the revolt which was a failure when the navy renai ned
| oyal because the crews overthrew their officers; the Air Force
remai ned loyal; the arny revolted with nmuch of the police but were
overcone. At the first news of the revolt, the people, |ed by | abor
uni ons, demanded arns. Because arns were |acking, orders were sent at
once to France. The recogni zed government in Madrid had the right to
buy arnms abroad and was even bound to do so by treaty with France.

As a result of the failure of the revolt, the generals found
thensel ves isolated in several different parts of Spain with no nass
popul ar support.

Page 598

The rebels held the extrene northwest, the north and the south as
wel |l as Morocco and the islands. They had the unlimted support of
Italy and Portugal and tentative support from Gernany.

The French suggested an agreenment not to intervene in Spain since
it was clear that if there was no intervention, the Spani sh governnent
coul d suppress the rebels. Britain accept the French offer at once but
efforts to get Portugal, Italy, Gernmany and Russia into the agreenent
were difficult because Portugal and Italy were both hel ping the
rebels. By August, all six Powers had agreed.

Efforts to establish sone kind of supervision were rejected by
the rebels and by Portugal while Britain refused to pernit any
restrictions to be placed on war material going to Portugal at the
very nmonent when it was putting all kinds of pressure on France to
restrict any flow of supplies to the recogni zed governnent of Spain.
Portugal had del ayed joining the agreenment until it would hurt the
Loyal ist forces nore than the rebels. Even then, there was no
intention of observing the agreenents.

Page 599

France did little to help the Madrid governnment while Britain was
positively hostile to it. Both governnents stopped all shipnents of
war material to Spain. By its insistence on enforcing non-intervention
agai nst the Loyalists, while ignoring the systematic and | arge-scale
evasions of the agreenment in behalf of the rebels, Britain was neither
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fair nor neutral, and had to engage in | arge-scale violations of
international law. Britain refuse to pernmit any restrictions to be
pl aced on war material going to Portugal (to the rebels). It refused
to allow the Loyalist Spanish Navy to bl ockade the seaports held by
the rebels, and took imredi ate acti on against efforts by the Madrid
governnent to interfere with any kind of shipnents to rebel areas,
whi | e whol esal e assaults by the rebels on British and other neutra
ships going to Loyalist areas drew little nore than feeble protests
fromBritain.

Britain was clearly seeking a rebel victory and instead of trying
to enforce nonintervention, was actively supporting the rebel bl ockade
of Loyalist Spain when the British Navy began, in 1937, to intercept
British ships headed for Loyalist ports and on sone pretext, or sinply
by force, nade them go el sewhere

The rebel forces were fewer than the Loyalists but were
eventual |y successful because of their great superiority in artillery,
aviation, and tanks as a result of the one-sided enforcenent of the
non-interventi on agreenent.

Page 600

The failure of Franco to capture Madrid led to a joint Italian-
German neeting where it was decided to recognize the Franco governnent
and withdraw their recognition from Madrid on Nov. 18, 1936. Japan
recogni zed the Franco regime i n Decenber.

As a result, Franco received the full support of the aggressor
states while the Loyalist governnent was obstructed in every way by
the "peace-1oving" Powers. Italy sent 100,000 men and suffered 50, 000
casual ties, Germany sent 20,000 nen. On the other side, the Loyalists
were cut off fromforeign supplies alnbst at once because of the
enbargoes of the Great Powers and obtained only |imted anounts,
chiefly from Mexi co, Russia and the US until the Non-intervention
agreement cut these off. On Jan. 18, 1937, the American Neutrality Act
was revised to apply to civil as well as international wars and was
i nvoked agai nst Spain inmediately but unofficial pressure fromthe
Ameri can government prevented such exports to Spain even earlier

The Madrid governnent nade violent protests against the Axis
intervention both before the Non-intervention Comrittee in London and
before the League of Nations. These were denied by the Axis Powers. An
i nvestigation of these charges was made under Sovi et pressure but the
Conmittee reported that these charges were unproved. Anthony Eden went
so far to say that so far as non-intervention was concerned, "there
were other governnents nore to blame tan either Germany or Italy."
Page 601

Sovi et intervention began Oct 7,1936, three and a half years
after Italian intervention and alnost three nonths after both Italian
and German units were fighting with the rebels. The Third
International recruited volunteers throughout the world to fight in
Spain. This Soviet intervention in support of the Madrid governnment at
a tine when it could find support al nost nowhere el se served to
i ncrease Communi st influence in the governnment very greatly.

Page 602

The Italian submarine fleet was waiting for Russian shipping in
the Mediterranean and did not hesitate to sink it in the |ast few
nmont hs of 1936.

Al 't hough the evidence for Axis intervention in Spain was
overwhel ming and was adnmitted by the Powers thenselves early in 1937,
the British refused to admit it and refused to nodify the non-
intervention policy. Britain's attitude was so devious that it can
hardly be untangled although the results were clear enough. The rea
synpat hy of the London governnment clearly favored the rebels although
it had to conceal the fact from public opinion since this opinion
favored the Loyalists over Franco by 57%to 7% according to a 1938
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opi ni on pol | .
Page 603

On Decenber 18, 1936, Eden admitted that the governnent had
exaggerated the danger of war four nonths earlier to get the non-

i ntervention agreenent accepted, and when Britain wanted to use force
to achieve its ains, as it did in the piracy of Italian submarines in
1937, it did so without risk of war. The non-intervention agreenent,
as practiced, was neither an aid to peace nor an exanple of
neutrality, but was clearly enforced in such a way as to give aid to
the rebels and place all possible obstacles in the way of the Loyali st
gover nnent suppressing the rebellion.

The attitude of the British governnent could not be adnmitted
publicly and every effort was nade to picture the actions of the Non-
intervention Conmittee as one of even-handed neutrality. In fact, it
was used to throw dust in the eyes of the world, especially the
British public. For nonths, the nmeaningless debates of this commttee
were reported in detail to the world and charges, countercharges,
proposal s, counterproposals, investigations and inconclusive
conclusions were offered to the a confused world, thus successfully
increasing its confusion. Wile debating and qui bbling on about issues
|ike belligerence, patrols, volunteers, etc., before the Commttee in
London, the Franco forces, with their foreign contingents, slowy
crushed the Loyalist forces.

Page 604

The Loyal ist forces surrendered on March 28th 1939. Engl and and
France had recogni zed the Franco governnent on February 17 and the
Axis troops were evacuated from Spain after a triunphal march through
Madrid in June.

When the war ended, nuch of Spain was wecked, at |east 450, 000
Spani ards had been killed and an unpopular mlitary dictatorship had
been i nmposed as a result of the actions of non-Spanish forces. At
| east 400, 000 Spaniards were in prison and | arge nunbers were hungry
and destitute. Gernmany recognized this problemand tried to get France
to follow a path of conciliation, humanitarian reform and social,
agricultural, and economc reform This advice was rejected, with the
result that Spain has renmi ned weak, apathetic, war-weary, and
di scontented ever since.

TRAGEDY AND HOPE Chapters Xl I1-Xvl
by Dr. Carroll Quigley
| SBN 0913022-14-4

CONTENTS
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AUSTRI A | NFELI X, 1933-1938
Page 607

The Austria which was left after the Treaty of St. Germain
consisted of little nore than the great city of Vienna surrounded by a
huge but inadequate suburb whose popul ati on had been reduced from 52
to 6.6 mllion.

Page 608
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The Social Denpocrats were unable to reconcile their desire for
union with Germany (called Anschluss) with the need for financial aid
fromthe Entente Powers who opposed this

The Soci al Denocrats enbarked on an anmazi ng program of socia
wel fare by a system of direct taxes which bore heavily on the well-to-
do.

Page 609

Before 1914, the living conditions of the poor had been
mai ntai ned by a very undenocratic political system under which only
83, 000 persons, on a property basis, were allowed to vote and 5,500 of
the richest were allowed to choose one-third of all seats on city
council. By 1933, the Social Denocrats had built al nost 60, 000
dwel lings so efficiently that the average cost per apartnent was only
about $1, 650 each with average rent of $2 per nobnth. Thus the poor of
Vi enna had all kinds of free or cheap nedical care, dental care,
education, libraries, anmusenents, sports, school |unches and nmaternity
care provided by the city.

Wiile this was going on in Vienna, the Christian Socialist-Pan-
German federal government of Catholic priest Mnsignor |gnaz Seipe
was si nking deeper into corruption, The diversion of public funds to
banks and industries controlled by Seipel's supporters was reveal ed by
parliamentary investigations in spite of the governnent's efforts to
conceal the facts

Seipel formed a "Unity List" of all the anti-Socialist parties he
could nuster but the election gave his party only 73 seats conpared to
71 for the Social Denobcrats, 12 for the pan-Germans, 9 for the
Agrarian League. He sought to change the Austrian constitution into a
presidential dictatorship which required a two-thirds vote. It becane
necessary to use illegal nethods.

Page 610

The secret documents published since 1945 make it quite clear
that Germany had no carefully laid plans to annex Austria and was not
encouragi ng violence by the Nazis in Austria. Instead, every effort
was made to restrict the Austrian Nazis to propaganda in order to win
a gradual peaceful extension of Nazi influence.
Page 611

The invasion of Austria in 1938 was a pl easant surprise even for
the Nazi | eaders and arose from several unexpected favorable
circunstances. Secret docunents now nmake it clear that in 1937 the
German and British governnents nmade secret decisions which sealed the
fate of Austria and Czechoslovakia. It is evident from sone of
Htler's statements that he had al ready received certain informtion
about the secret decisions being made by Chanberlain on the British
si de.
Page 612

The British government group controlling foreign policy had
reached a seven point decision regardi ng Germany:
1. Hitler's Germany was the front-line bulwark agai nst the spread of
Conmruni sm i n Eur ope
2. The aimwas a four power pact including Britain, France, Italy and
Germany to exclude all Russian influence from Europe.
3. Britain had no objection to German acquisition of Austria,
Czechosl ovaki a, and Danzi g.
4. Cermany nust not use force to achieve its ainms as this would
precipitate a war in which Britain would have to intervene
Page 622

For years before June 1938, the government insisted that British
rearm ng was progressing in a satisfactory fashion. Churchil
questioned this and produced figures on Gernan rearnmanent to prove
that Britain's own progress in this field was i nadequate. These
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figures (which were not correct) were denied by the governnent. As

| ate as March 1938, Chanberlain said that British rearmanent were such
as to nake Britain an "alnost terrifying power." But as the year went
on, the governnent adopted a quite different attitude. In order to
persuade public opinion that it was necessary to yield to Germany, the
governnent pretended that its armanents were quite inadequate.

Page 623

We now know that this was a gross exaggeration. Britain produced
al rost 3000 "military" planes in 1938 and about 8,000 in 1939 conpared
to 3350 "conbat" planes produced in Germany in 1938 and 4,733 in 1939

It is quite clear that Britain did not yield to superior force in
1938, as was stated at the time and has been stated since by many
witers including Churchill. W have evidence that Chamberl ain knew
these facts but consistently gave a contrary inpression and that Lord
Hali fax went so far as to call forth protests fromthe British
mlitary attaches in Prague and Paris.

The British government nmade it clear to Gernany both publicly and
privately that they would not oppose Germany's projects. Dirksen wote
to Ri bbentrop on June 3 1928 "Anythi ng which could be got without
firing a shot can count upon the agreenent of the British."

THE CZECHOSLOVAK CRI SIS, 1937-1938
Page 626

The econoni ¢ di scontent becanme stronger after the onset of the
wor | d depression in 1929 and especially after Hitler denonstrated that
his policies could bring prosperity to Gernany.

Page 627

Wthin two weeks of Hitler's annexation of Austria, Britain put
pressure on the Czechs to nmake concessions to the Germans; to
encourage France and Germany to do the same. Al this was justified by
the argument that Germany woul d be satisfied if it obtained the
Sudet enl and and the Polish Corridor. Al these assunptions were
dubi ous.

Page 628

Czechosl ovakia was elinmnated with the help of Gernan aggression,
French indeci si on and war-weariness, and British public appeasenent
and nercil ess secret pressure.

Page 629

Fi ve days after Anschluss, the Soviet governnent call for
collective actions to stop aggression and to elininate the increased
danger of a new world slaughter was rejected by Lord Halifax.

Page 633

It was necessary to inpose the plan for Czechosl ovakia on public
opinion of the world by nmeans of the slowy nounting war scare which
reached the | evel of absolute panic on Septenber 28th. The nounting
horror of the relentless German nobilization was built up day by day
while Britain and France ordered the Czechs not to nobilize in order
"not to provoke Germany."

We now know that all these statenents and runors were not true
and that the British government knew that they were not true at the
tinme.

Page 634

The Chanberl ai n governnent knew these facts but consistently gave
a contrary inpression. Lord Halifax particularly distorted the facts.

Just as the crisis was reaching the boiling point in Septenber
1938, the British anbassador in Paris reported to London that Col one
Li ndbergh had just enmerged from Germany with a report that Germany had
8,000 mlitary planes and could manufacture 1,500 a nonth. We now know
that Gernmany had about 1,500 planes, nanufactured 280 a nonth.

Page 635

Li ndbergh repeated his tale of woe daily both in Paris and in

London during the crisis. The British governnent began to fit the
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peopl e of London with gas masks, the prinme mnister and the king
called on the people to dig trenches in the parks, school children
began to be evacuated. In general, every report or runor which could
add to the panic and defeatismwas played up, and everything that

m ght contribute to a strong or a united resistance to Germany was
pl ayed down.

Page 636

The Angl o- French deci sion was presented to the Czechosl ovak
governnent at 2a.m on Septenber 19 to be accepted at once. The
Czechosl ovak governnent accepted at 5p.m on Septenber 21st. Lord
Hal i fax at once ordered the Czech police to be withdrawn fromthe
Sudeten districts, and expressed the wish that the Gernan troops nove
in at once.

Page 638

At Munich, Hitler, Chanberlain, Missolini and Dal adi er carved up
Czechosl ovaki a wi t hout consulting anyone, |least of all the Czechs.
Germany was suprene in Europe. Since this was exactly what Chanberlain
and his friends had wanted, they should have been sati sfi ed.

THE YEAR OF DUPES, 1939
Page 642

Concessions to Germany continued but now parallel with
concessions went a real effort to build up a strong front agai nst
Htler.

Page 643

The anti-Bol shevi k and "t hree-bl oc-worl d" groups had expected
Hitler would get the Sudetenland, Danzig, and perhaps the Polish
Corridor and that he woul d then be stabilized between the "oceanic
bl oc" and the Soviet Union.

As a result of these hidden and conflicting forces, the history
of international relations from Septenber 1938 and Septenber 1939 or
even later is neither sinple nor consistent. In general, the key to
everything was the position of Britain. As a result of Lord Halifax's
"dyarchic" policy, there were not only two policies but two groups
carrying themout. Lord Halifax tried to satisfy the public demand for
an end to appeasenent while Chanberlain, WIson, Sinon and Hoare
sought to nake secret concessions to Hitler in order to achieve a
general Angl o-Gernan settlenent. The one policy was public; the other
was secret. Since the Foreign Ofice knew of both, it tried to build
up the "peace front" against Gernmany so that it would | ook
sufficiently inposing to satisfy public opinion and to drive Hitler to
seek his desires by negotiation rather than by force so that public
opi nion in England would not force the governnent to declare a war
that they did not want in order to renmain in office. This conplex plan
broke down because Hitler was determined to have a war nerely for the
personal enotional thrill of welding great power, while the effort to
make a "peace front" sufficiently collapsible so that it could be case
aside if Hitler either obtained his goals by negotiation or made a
general settlenent with Chanberlain nerely resulted in making a "peace
front” which was so weak it could neither nmaintain peace by threat of
force nor win a war when peace was | ost.

Page 644

On March 15th, Chanberlain told the Cormpbns that he accepted the
sei zure of Czechoslovakia and refused to accuse Hitler of bad faith.
But two days | ater, when the howls of rage fromthe British public
showed that he had m sjudged the el ectorate, he denounced the seizure.
However, nothing was done other than to recall Henderson fromBerlin
for consultations and cancel a visit to Berlin by the president of the
Board of Trade. The seizure was declared illegal but was recognized in
fact at once. Moreover, #6 mllion in Czech gold reserves in London
were turned over to Germany with the puny and untrue excuse that the
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British governnment could not give orders to the Bank of Engl and.

Page 647

Germany opened its negotiations with Poland in a fairly friendly
way on COctober 24, 1938. It asked for Danzig and a strip a kil oneter
wi de across the Polish Corridor to provide a highway and four-track
railroad under German sovereignty. Poland' s econom ¢ and harbor rights
in Danzig were to be guaranteed and the "corridor across the Corridor”
was to be isolated from Polish communications facilities by bridging
or tunneling. Germany al so wanted Poland to join an anti-Russian bl oc.
Germany was prepared to guarantee the country's existing frontiers, to
extend the Non-aggression Pact of 1934 for 25 years, to guarantee the
i ndependence of Slovakia and to di spose of Ruthenia as Pol and w shed.
These suggestions were rejected by Poland. About the sanme tinme, the
Germans were using pressure on Ronania to obtain an econonic agreenent
whi ch was signed on March 23rd.

On March 17, London received a false report of a German ultimatum
to Romania. Lord Halifax |ost his head and, without checking his
information, sent telegrans to G eece, Turkey, Poland, Bulgaria,

Sovi et Uni on aski ng what each country was prepared to do in the event
of a German aggressi on agai nst Romani a. Four replied by asking London
what it was prepared to do but Mscow suggested and i nmedi ate
conference which Halifax rebuffed, wanting nothing nore than an
agreenment to consult in a crisis. Poland was reluctant to sign any
agreenent invol ving Russia. However, when news reached London of
Hitler's demands on Poland, Britain suddenly issued a unilatera
guarantee of the latter state (March 31st).

Page 648

"In the event of any action which clearly threatened Polish
i ndependence and whi ch the Polish government accordingly considered it
vital to resist with their national forces, H's Majesty's Governnent
woul d feel themsel ves bound at once to | end the Polish Governnent all
support in their power."

This was an extraordi nary assurance. The British governnent
since 1918 had resolutely refused any bil ateral agreenent guaranteeing
any state in western Europe. Now they were making a "unilateral”
declaration in "eastern" Europe and they were giving that state the
responsi bility of deciding when that guarantee woul d take effect,
somet hing quite unprecedented. |If Germany used force in Pol and, public
opinion in Britain would force Britain to declare war whether there
was a guarantee or not.

If the chief purpose of the unilateral guarantee to Poland was to
frighten Germany, it had precisely the opposite effect.

Page 649

H tl er announced that the ternms he had offered Pol and had been
rejected, negotiations broken off. The crisis was intensified by
provocative acts on both sides.

Page 650

In 1939, there was talk of a British |oan to Pol and of #100
mllion in May; On August 1 Poland finally got a credit for $8 mllion
at a time when all London was buzzing about a secret |oan of #1
billion fromBritain to Gernmany.

In 1936, Poland was given 2 billion francs as a rearnmanment |ong
and on May 19, 1939, an agreenment was signed by which France pronised
full air support to Poland on the first day of war, |ocal skirmshing
by the third day, and a full-scale offensive on the sixteenth day. On
Aug. 23, General Ganelin informed his government that no mlitary
support could be given to Poland until the spring of 1940 and that a
full-scal e of fensive could not be made before 1941-1942. Pol and was
never informed of this change and seens to have entered the war on
Septenber 1st in the belief that a full-scale offensive would be made
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agai nst Gernmany during Septenber

The failure to support Poland was probably deliberate in the
hope that this would force Poland to negotiate with Hitler. If so, it
was a conplete failure. Poland was so encouraged by the British
guarantee that it not only refused to nmake concessi ons but al so
prevented the reopening of negotiations by one excuse after another
until the last day of peace.

Page 651

In light of these facts, the British efforts to reach a
settlenent with Hitler and their reluctance to make an alliance with
Russia, were very unrealistic. Neverthel ess, they continued to exhort
the Poles to reopen negotiations with Hitler, and continued to inform
the German government that the justice of their clainms to Danzig and
the Corridor were recognized but that these clains nmust be fulfilled
by peaceful neans and that force would inevitably be met with force.

The British continued to enphasize that the controversy was over
Danzi g when everyone el se knew that Danzig was nerely a detail, and an
al most i ndefensible detail. Danzig was no issue on which to fight a
world war, but it was an issue on which negotiation was al npst
mandatory. This may have been why Britain insisted that it was the
chief issue. But because it was not the chief issue, Poland refused to
negoti ate because it feared it would lead to partition of Pol and.
Danzig was a free city under supervision of the League of Nations
and while it was within the Polish custons and under Polish economnic

control, it was already controlled politically under a Gernan
Gaul eiter and would at any nmoment vote to join Germany if Hitler
consent ed.
Page 654

Lord Halifax's report reads: "Herr Hitler asked whether Engl and
would be willing to accept an alliance with Germany. | said | did not
excl ude such a possibility provided the devel opment of events
justified it."”

The theory that Russia | earned of these British approaches to
Germany in July 1939 is supported by the fact that the obstacl es and
delays in the path of a British-Russian agreenent were made by Britain
fromthe mddle of April to the second week of July but were nade by
Russia fromthe second week in July to the end on August 21st.

The Russi ans probably regarded the first British suggestion
that the Soviet Union should give unilateral guarantees to Pol and
simlar to those of Britain as a trap to get theminto a war with
Germany in which Britain would do little or nothing or even give aid
to Germany. That this |ast possibility was not conpletely beyond
reality is clear fromthe fact that Britain did prepare an
expeditionary force to attack Russia in March 1940 when Britain was
technically at war with Germany but was doing nothing to fight her.

Russia offered the guarantee if it were extended to all states on
their western frontier including Finland, Estonia, Latvia, Lithuania,
Pol and and Romani a. This offer neant that Russia was guaranteeing its
renunci ation of all the territory in these six states which it had
|l ost to them since 1917.

I nstead of accepting the offer, the British began to quibble.
They refused to guarantee the Baltic States on the ground that these
states did not want to be guaranteed although they had guaranteed
Pol and on March 31st when Jozef Beck did not want it and had just
asked the Soviet Union to guarantee Pol and and Romani a, neither of
whom want ed a Sovi et guarantee. Wen the Russians insisted, the
British countered by insisting that G eece, Turkey, Holland, Bel gium
and Switzerland nust al so be guarant eed.

Page 655
France and Russia were both pushing Britain to forma Triple
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Al liance but Britain was reluctant and del ayed the di scussions to the
great irritation of the Soviet |eaders. To show its displeasure, the
Sovi et Union on May 3rd replaced Litvinov with Mol otov as foreign

m nister. This would have been a warning, Litvinov knew the West and
was favorable to denobcracy and to the Western Powers. As a Jew, he was
anti-Hitler. MIlotov was a contrast from every point of view

On May 19th, Chamberlain refused an alliance and pointed with
satisfaction to "that great virile nation on the borders of Germany
whi ch under this agreenment (of April 6th) is bound to give us all the
aid and assistance it can." He was tal king about Pol and!

Page 656

The nenbers of the mlitary mssion took a slow ship (speed
thirteen knots) and did not reach Moscow until August 11th. They were
agai n negotiators of second rank. In London, according to
rumor, neither side wanted an agreenent. Considering Chanberlain's
secret efforts to nake a settlenent with Germany, there is no reason
to believe that he wanted an agreenent with Russi a.

The Russi ans demanded an exact nmilitary comitnment as to what
forces woul d be used agai nst Gernany; they wanted guarant ees whet her
the states concerned accepted or not; they wanted specific permssion
to fight across a territory such as Poland. These denands were flatly
rejected by Poland on August 19th. On the sane day, Russia signed a
commercial treaty with Germany. Two days later, France ordered its
negotiators to sign the right to cross Poland but Russia refused to
accept this until Poland consented as well.

Page 657

On Aug. 23, Ribbentrop and Ml otov signhed an agreenent which
provi ded that neither signer would take any aggressive action agai nst
the other signer or give any support to a third Power in such action
The secret protocol delimted spheres of interest in eastern Europe.
The line followed the northern boundary of Lithuania and the Narew,
Vistula, and San rivers in Poland and Gerrmany gave Russia a free hand
in Bessarabia. This agreenent was greeted as a stunning surprise in
the Entente countries. There was no reason why it shoul d have been

The British begged the Poles and the Germans to negotiate; the
Italians tried to arrange another four-Power conference; various
outsiders issued public and private appeals for peace; secret
em ssaries flew back and forth between London and Germany.

Al this was in vain because Htler was determ ned on war and
his attention was devoted to nmanufacturing incidents to justify his
approaching attack. Political prisoners were taken from concentration
canps, dressed in German unifornms, and killed on the Polish frontier
as "evidence" of Polish aggression. A fraudulent ultinmatumwth
si xteen superficially reasonabl e demands on Pol and was presented to
the British anbassador when the tine |limt had el apsed. It was not
presented to the Pol es because the Polish anbassador in Berlin had
been ordered by Beck not to accept any docunment fromthe Gernans.
Page 658

The German invasion of Poland at 4:45a.m on Septenber 1, 1939,
did not end the negotiations to nake peace, nor did the conplete
col l apse of Polish resistance on Septenber 16. Since these efforts
were futile, little need be said of them except that France and
Britain did not declare war on Gernany until nore than two days had
el apsed. During this tinme, no ultimtuns were sent to Germany. On
Septenber 3 at 9a.m, Britain presented an ultimtum whi ch expired at
lla.m In a sinmlar fashion, France entered the war at 6p.m on
Sept enber 3.

CHAPTER XI'V: WORLD WAR I1: THE TI DE OF AGCGRESSI ON, 1939-1941
Page 661
The Second World War | asted exactly six years. It was fought on
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every continent and on every sea. Deaths of civilians exceeded deat hs
of conbatants and many of both were killed without any military
justification as victins of sheer brutality, largely through col d-

bl ooded savagery by Gernans, and to a | esser extent by Japanese and
Russi ans, although British and American attacks fromthe air on
civilian populations and on non-nilitary targets contributed to the
total. The distinctions between civilians and nilitary personnel and
bet ween neutrals and conbatants which had been blurred in the First
World War were al nost conpletely lost in the second. Civilians killed
reached 17 mllions.

The arm es had no new weapons whi ch had not been possessed in
1918 but the proportions of these and the ways in which they
cooperated with one another had been greatly nodifi ed.

Page 662

The chief reason the Germans had sufficient military resources
was not based, as is so often believed, on the fact that Gernany was
hi ghly nmobilized for war, but on other factors. In the first place,
Hitler's econonic revolution in Germany had reduced fi nanci al
considerations to a point where they played no role in economc or
political decisions. Wen decisions were nade, on other grounds, nobney
was provided through conpletely unorthodox nmethods of finance, to
carry themout. In France and Engl and, on the other hand, orthodox
financial principles, especially balanced budgets and stabl e exchange
rates, played a major role in all decisions and was one of the chi ef
reasons why these countries did not nobilize or why, having nobilized,
they had totally inadequate nunbers of airplanes, tanks, etc.

Page 665

Strategi ¢ bonbi ng used | ong-range pl anes agai nst industrial
targets and other civilian objectives. The uphol ders of strategic
bonbi ng received little encouragenent in Germany, in Russia, or even
in France.

THE BATTLE OF POLAND, SEPTEMBER 1939
Page 667

Al t hough Britain and France decl ared war on Germany on Septenber
3rd 1939, it cannot be said that they nade war during the next two
weeks in which fighting raged in Poland. British airplanes roanmed over
Germany, dropping |eaflets for propaganda purposes but no support was
given to Poland. No attack was nmade by France and strict orders were
issued to the British Air Force not to bonb any Gernan | and forces
until April 1940. Similar orders to the Luftwaffe by Hitler were
mai ntai ned for part of this sanme period. Wen some British Menbers of
Parliament put pressure to drop bonbs on German nunition stores in the
Bl ack Forest, Sir Kingsley Wod rejected the suggestion declaring:
"Are you aware it is private property? Wiy, you will be asking nme to
bonb Essen next." Essen was the honme of Krupp Munitions factories.

Bl ockade of Germany was established in such a perfunctory fashion
that large quantities of French iron ore continued to go to Germany
through the neutral Low Countries in return for German coal com ng by
the same route. Hitler issued orders to his air force not to cross the
Western frontier except for reconnai ssance, to his navy not to fight
the French, and to his subnmarines not to nol est passenger vessels and
to treat unarned nmerchant ships according to established rul es of
international prize law. |In open disobedi ence of these orders, a
German submarine sank the liner Athenia on Septemnber 3rd.

The Soviet Union was invited by Hitler to invade Poland fromthe
east and occupy the areas whi ch had been granted to it in the Soviet-
German agreenent of August 23rd. The Russians were afraid the Wstern
Powers m ght declare war on Russia in support of their guarantee to
Pol and.

When the Polish governnment noved to Romania, the Soviet Union
felt that it could not be accused of aggression against Poland if no
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Polish state still existed on Polish soil and justified their advance
with the excuse that they nust restore order. On Septenber 28, the

di vi ded Pol and between t hem

THE SI TZKRI EG, Sept enber 1939 - May 1940

Page 668

The period fromthe end of the Polish canpaign to the German
attack on Denmark and Norway on April 9, 1940 is frequently called the
Sitzkrieg (sitting war) or even "phony war" because Western powers
made no real effort to fight Germany, eager to use the slow process of
econom ¢ bl ockade.

Early in October, Htler made a tentative offer to negotiate
peace with the Western Powers on the grounds that the cause of
fighting for Poland no | onger existed. This offer was rejected by the
Western Powers with the public declaration that they were determ ned
to destroy Hitler's regine. This neant that war nust continue. The
British and French answers were not based on a desire to continue war
but nore on the belief that Hitler's rule in Germany was insecure and
that the best way to reach peace would be to encourage sone anti -
Hitler novement within Gernany itself.

Page 669

Germany was vul nerable to a bl ockade but there was no real effort
toward econonic nobilization by Germany before 1943. Contrary to
general opinion, Germany was neither arned to the teeth nor fully
mobilized in this period. In each of the four years 1939-1942,
Britain's production of tanks, self-propelled guns, and pl anes was
hi gher tan Germany's. As |late as Septenber 1941, Hitler issued an
order for substantial reduction in armanents production. In 1944, only
33% of Gernmany's output went for direct war purposes conpared to 40%
inthe US. and alnost 45%in Britain.

Page 671

In order to reduce the eneny's ability to buy abroad, financial
connections were cut, his funds abroad were frozen, and his exports
were bl ocked. The U. S. cooperated as well, freezing the financial
assets of various nations as they were conquered by the aggressor
Powers and finally the assets of the aggressors thenselves in June
1941.

At the same tinme, pre-enptive buying of vital commodities at
their source to prevent Germany and its allies from obtaining them
began. Because of limted British funds, nbst of this task of
pre-enptive buying was taken over by the U S., al nost conpletely by
Feb. 1941.

The bl ockade was enforced by Britain with little regard for
international law or for neutral rights there was relatively test from
the neutrals. The U S. openly favored Britain while Italy and Japan
equal Iy openly favored Germany. On the whol e, the bl ockade had no
decisive effect on Gernany's ability to wage war until 1945. Gernany's
food supply was at the pre-war level until the very last nonths of the
war by starving the enslaved peopl es of Pol and, Czechosl ovaki a, Russia
and ot her countries.

Page 674

During the "phony war" there were persons in Britain, France and
Germany who were eager to make war or peace. Such persons engaged in
extensive intrigues in order to negotiate peace or to prevent it.
There were a nunber of unsuccessful efforts to make peace between the
Western Powers and Germany in the six nonths foll owing the defeat of
Pol and.

Page 677

Hitler had no political ambition with respect to the Bal kans or
the Soviet Union. From both he wanted not hing nore than the maxi mum
supply of raw materials and a political peace which would pernmt these
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goods to flow.
Page 679

It is not yet clear why Finland rejected the Russian denands of
Cct ober 1939. The Germans and Russi ans believed that it was done under
British influence. For sonme unexpl ai ned reason the Finns seemto have
felt that the Russians would not attack their country but the Soviets
attacked at several points Novenber 29th.

Page 680

In early 1939, the Angl o-French | eaders now prepared to attack
the Soviet Union both fromFinland and from Syria. On February 5,
1940, the Suprene War Council decided to send to Finland an
expedi tionary force of 100,000 heavily armed troops to fight the
Sovi et hordes. Germany at once warned Norway and Sweden that it would
take action against themif the two Scandi navian countries permtted
passage of this force. Germany feared the Angl o-French forces woul d be
able to stop shipnents of Swedish iron ore across Norway to CGernmany.
The evi dence supports these fears because the high quality of Swedish
iron ore was essential to the German steel industry. As early as
Sept enber 1939, the British were discussing a project to interrupt the
Swedi sh shi pnents either by an invasion of Norway of by m ning
Norwegi an territorial waters. Wen Germany heard of the Angl o-French
expeditionary force, it began to prepare its own plans to seize Norway
first.

THE FALL OF FRANCE ( MAY-JUNE 1940) AND THE VI CHY REG ME.
Page 690

Hitler was so convinced that Britain would al so make peace that
he gave lenient terms to France. France did not give up any overseas
territories or any ports on the Mediterranean, no naval vessels or any
ai rpl anes or armanents. Northern France and all the western coast to
the Pyrenees canme under occupation but the rest was |l eft unoccupi ed,
ruled by a governnent free fromdirect German control
Page 698

Oper ation Barbarossa was based on the consideration that only by
destroying Russia and all Britain's hopes based on Russia could
Britain be forced to ask for peace.

AVERI CAN NEUTRALI TY AND Al D TO BRI TAI N
Page 707

In buying supplies, chiefly fromthe U S., Britain had used up,
by June 1941, alnost two-thirds of its dollars assets, gold stocks,
and marketable U S. certificates.

When the war began, Anerican public opinion was united in its
determination to stay out. The isolationist reaction follow ng
American intervention in the First Wrld War had becone stronger in
the 1930s. Historian were witing extensively to show that Germany had
not been solely guilty of beginning the war in 1914 and that the
Entente Powers had made nore than their share of secret treaties
seeking selfish territorialism both before the war and during the
fighting.

In 1934, a conmittee of the U S. Senate investigated the role
pl ayed by foreign | oans and nunition sales to belligerents in getting
the U S. involved in Wrld War |. Through the carel essness of the
Roosevelt admi nistration, this committee fell under the control of
isolationists |led by Republican Senator CGerald Nye. As a result, the
evi dence was nobilized to show that Anerican intervention in WV had
been pushed by bankers and munitions manufacturers ("merchants of
death") to protect their profits and their interests in an Entente
victory. American public opinion had the unconfortable feeling that
Anmeri can youths had been sent to die for selfish purposes conceal ed
behi nd propaganda sl ogans about "the rights of small nations,"”
"freedom of the seas," or "naking the world safe for denocracy." A
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this created a widespread determination to keep out of Europe's
constant quarrels and avoid what was regarded as the "error of 1917."
Page 708

The isol ationist point of view had been enacted into the so-
called Neutrality Act curtailing |oans and nmunitions sales to
bel li gerent countries. Materials had to be sold on a "cash and carry"
basis and had to be transported on foreign ships. Al so, loans to
bel li gerents were forbidden.

These | aws gave a great advantage to a state like Italy which had
ships to carry supplies fromthe U S. or which had cash to buy them
here in contrast to a country like Ethiopia which had no ships and
little cash.

Page 709

Roosevelt called a special session of Congress to revise the
neutrality laws so that the Entente powers could obtain supplies in
the U.S. The enbargo on nunitions was repeal ed. American ships were
not to be arned, to carry munitions, or to go to any areas the
Presi dent had procl ai ned as conbat zones.

The extrenes ranged fromthe advocates of inmediate intervention
into the war on the side of Britain to the defenders of extrene
i solation. Mdst Anerican opinion was sonmewhere between the two
extrenes.

In order to unify America's political front, Roosevelt took two
interventionists into his cabinet as Secretaries of War and the Navy.
Roosevelt hinmsel f was synpathetic to this point of view
Page 710

Wendel | W1 kie assured the American people that Roosevelt's re-
election in 1940 neant that "we will be at war." Roosevelt replied
with assurances that "W will not sent our arny, navy, or air forces
to fight in foreign |ands except in case of attack. Your boys are not
going to be sent into any foreign wars." This canpai gn oratory was
based on the general recognition that the overwhelming nmajority were
determined to stay out of war
Page 711

Strategic plans were drawn up deciding that Germany was the mgjor
danger, with Japan of secondary inportance, and that every effort,

i ncluding actual warfare, should be used. Germany's declaration of war
on the U S. four days after Pearl Harbor saved the U S. fromthe need
to attenpt sonething which American public opinion would have never
condoned, an attack on Germany after we had been attacked by Japan
Page 714

Roosevel t inprovised a policy which consisted in al nost equa
measur e of propagandi st public statenents, tactical subterfuges, and
hesitant hal f-steps. In Septenber 1940, Roosevelt gave fifty old WN
destroyers to Britain in return for 99 year |eases of naval and air
bases in this hem sphere.

Page 715

Loans were forbidden by the Neutrality Act. To Roosevelt, it
seened foolish to all ow nonetary considerations to stand as an
obstacle in the way of self-defence (as he regarded the survival of
Geat Britain).

Page 716

Opponents argued that Britain had tens of billions in conceal ed
assets and that Lend-Lease was nerely a clever trick for foisting the
costs of Britain's war onto the backs of Anerican tax-payers. Still
others insisted that Lend-Lease was an unneutral act which would
arouse Gernman rage and eventually involved the American people in a
war they had no need to get in. The bill passed and provided that the
president could "sell, transfer title to, exchange, |ease, |lend, or
di spose of any defence article" to any nation whose defence he found
vital to the defence of the U S
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Page 717

Behind this whole effort toward econom c nobilization was a
secret decision of Roosevelt's military advisers in 1941 that the war
could not be won unless the U S. planned eventually to raise the
nunber of men in its armed forces to eight mllion. At once,
isolationists were in full cry and an ACt extendi ng sel ective-service
trai ning passed 203-202
Page 718

The British had no plans for an invasion of Europe and hoped that
Germany could be worn down by bl ockade. No one pointed out that a
Germany defeat by British nmethods woul d | eave the Soviet armes
suprene in all Europe with no forces to oppose them
Page 719

At the same tinme he gave Britain ten coast-guard cutters,
Roosevelt seized possession of 65 Axis and Dani sh ships in Anerican
harbors. The financial assets of the Axis Powers were frozen. Anerican
flying schools were nade available to train British aviators. By
presidential proclamation, the Arerican Neutrality Zone was extended
to Iceland. The U S. navy was ordered to follow all Axis raiders or
submarines west of this nmeridian broadcasting their positions to the
British.

Page 720

Ameri can naval escort of British convoys could not fail to |ead
to a "shooting war" with Germany. The Roosevelt admi nistration did not
shrink fromthis possibility. Fortunately for the Adm nistration's
plans, Hitler played right into its hands by declaring war on the
U.S. By that date, incidents were becom ng nore frequent.

On Cct. 17, the U. S. destroyer Kearney was torpedoed; two weeks
| ater, the destroyer Rueben Janes was blown to pieces. On Nov. 10, an
Ameri can escort of 11 vessels picked up a convoy of six vessels
including Anerica's three | argest ocean liners with 20,000 British
troops and guarded themfromHalifax to India and Singapore.

Many of the activities of the Anerican Navy in the sumrer of 1941
were known not at all or were known only very inperfectly to they
American public but it would seemthat public opinion generally
supported the Administration's actions. In Septenber, Roosevelt sought
to repeal the Neutrality Act forbidding the arm ng of nerchant vessels
whi ch was done on Cct. 17. Two weeks later, all the essential points
of the Neutrality Act were repealed. This nmeant that open warfare with
Germany was in the inmediate future
THE NAZI ATTACK ON SOVI ET RUSSI A 1941- 1942
Page 725

Large nunbers of anti-Stalinist Russians began to surrender to
the Nazis. Mst of these were Ukranians and eager to fight with the
Nazi s against the Stalinist regime. Anti-Stalinist deserters serving
in the Nazi forces reached 900,000 in June 1944 under Sovi et genera
A. A Vlasov. At the end of the war, hundreds of thousands of Vlasov's
supporters fled westward to the Arerican and British armies for refuge
fromStalin's vengeance but were handed over to the Soviet Union to be
murdered out of and or sent to slave-labor canps in Siberia. The
di mensi ons of the human suffering involved in this whole situation is
beyond t he human i magi nati on

CHAPTER XV: WORLD WAR |I: THE EBB OF AGGRESSI ON, 1941- 1945
THE RISING SUN I N THE PACI FIC, TO 1942
PAGE 732

Japanese aggressions of 1941 which culminated in the attack on
Pear| Harbor were based on fear and weakness and not on arrogance and
st rengt h.

By 1939, the Japanese economy was beginning to totter under the
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growi ng restrictions on Japanese trade inposed by Western countries
and acute material shortages. Problens such as these m ght have driven
many nations, even the West, to desperate action

The worl d depression made it very difficult to increase Japanese
exports. The excessively high Anmerican tariff, although no so
i ntended, seenmed to the Japanese to be an aggressive restriction
on their ability to live. The "inperial preference" regulations of the
British Commonweal th had a sinilar consequence. Since Japan coul d not
defend itsel f against such econom ¢ neasures, it resorted to politica
measures and the Western Powers woul d inevitably defend thensel ves
with even greater economc restrictions driving Japan to open war.
Page 735

The Anerican governnent began to tighten the econom ¢ pincers on
Japan just as Japan was seeking to tighten its mlitary pincers on
Chi na. Japan was able to close all routes to China. The Anerican
governnent retaliated with economic warfare. In 1938, it established a
"nmoral enbargo" on the shipnent of aircraft or their parts and bonbs
to Japan. In 1939, large U.S. and British |oans to China sought to
strengthen its collapsing financial system and WAshi ngt on gave
notice to cancel the 1911 commercial treaty with Japan opening the
door to all kinds of econonic pressure. The "noral enbargo" was
extended to cover light nmetals and all machinery or plans for naking
avi ati on gasol i ne.

Such a policy was opposed by isolationists insisting such
econom ¢ sanctions could only be enforced, in the long run, by war. If
Japan coul d not get petrol eum bauxite, rubber and tin by trade, it
coul d be prevented from seizing these areas produci ng these products
only by force. To avoid this obvious inference,| Cordell Hull sought
to nake America's econom c policy anbiguous so that Japan night be
deterred by fear of sanctions not yet inposed and won by hopes of
concessi ons not yet granted. Such a policy was a mistake but it
obt ai ned Roosevelt's explicit approval since it allowed nore
aggressi ve el enents of Japanese to take control and any drastic action
seeking to end the strain becane wel cone.

Page 736

The anbi guity of American commercial policy slowy resolved in
the direction of increasing econonic sanctions. There was a steady
increase in America' s econom c pressure by the growmh of financial
obstacl es and by increasing purchasing difficulties.

FromHull's doctrinaire refusal to encourage any Japanese hope
that they could win worthwhile Anerican concessions, the advocates of
extrem sm gai ned i nfl uence.

The President ordered the enbargo of many goods whi ch Japan
needed, including alumnum airplane parts, all arnms and munitions,
optical supplies, and various "strategic" materials but left petrol eum
and scrap iron unhi ndered.

Page 737

Ameri can di pl omati ¢ pressure on Japan nmust be tined to avoid
pushing Japan into desperate action before Anerican-German rel ations
had passed the breaking point.

Page 739

On July 26, 1941, the U S. froze all Japanese financial assets in
the U.S. virtually ending trade between the two countries. Menbers of
the British Commonwealth issued simlar orders. As a result of these
pressures, Japan found itself in a position where its oil reserves
woul d be exhausted in two years, its alum numreserves in seven
mont hs. The chief of the Navy told the enperor that if Japan resorted
to war, it would be very doubtful that it could win. It was also clear
that if war cane, econom c pressure was too damaging to allow Japan to
post pone such operations until 1942. The deci sion was nade to
negotiate until late Cctober. If an agreenent could be reached, the
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preparations for war could be suspended, otherw se the negotiations
woul d be ended and the advance to open war continued. The Cabi net
sought desperately to reach an agreenent in Washington
Page 741

The Japanese m sjudged Anmerican psychol ogy. Nonura found it
i npossi ble to reach an agreenent because Hull's demands were extrene.
The Anericans had broken the secret Japanese codes and knew that war
woul d begin if Nomura failed to obtain relaxation of the econonic
enbargo. They did not however have the plans for the attack on Pearl
Har bor .
Page 742

On Novenber 27th, a war warning was sent from Washi ngton to Pear!|
Har bor but no increased precautions were made. On Decenber 7, an arny
enlisted nan, using radar, detected a group of strange pl anes
com ng down fromthe north 132 nmiles away but his report was
di sregarded. The Anerican |osses included 2,400 killed, 1,200 injured.
Japanese | osses anpbunted to a couple of dozen planes.
TURNI NG THE TI DE, 1942-1943
Page 751

At Casabl anca, the political decision of Roosevelt and Churchil
on uncondi tional surrender was published with great fanfare, and at
once initiated a controversy which still continues based on the beli ef
that it had an adverse influence by discouraging any hopes within Axis
countries that they could find a way out by slackening their efforts,
by revolting against their governnents, or by negotiations seeking
sone kind of of "conditional" surrender. There seens little doubt that
it solidified our enem es and prol onged their resistance where
opposition to the war was w despread and acti ve.
Page 754

In May 1943, Sicily was overrun and in Septenber,ltaly
surrendered and the Gernman arm es were pushed backward from eastern
Europe. Maj or decisions were nade in 1943 which played a major role in
determ ning the nature of the postwar worl d.

Page 757
Al t hough Sovi et demands were clearly in conflict with the high
pur poses of the Atlantic charter, Churchill was not averse to

accepting themon the grounds of physical necessity but Anerican

obj ections to discussions of territorial questions while the war was
still going on forced himto refuse Stalin's requests. The British
found t hensel ves between the hi gh and procl ai ned principles of the
Anericans and the | ow and secret interests of the Russians.

At the Anerican centers of power, there was conpl ete conviction
in the value of unrestricted aid to Russia. These ains were enbraced
by nmen |ike Harry Hopkins, General Marshall, and Roosevelt hinself.
Page 760

The Anmericans decided to choke off the Italian offensive in order
to concentrate on the cross-channel attack. The attack on North Africa
was a substitute for an attack on Germany fromltaly.

Page 762

Once ashore, the Sicilian canpaign was ineptly carried on because
occupation of territory was given precedence over destruction of the
eneny. No efforts were nmade to close the Straits of Messina so the
Germans were able to send al nbst two divisions as reinforcenents from
Italy and | ater, when the island had to be abandoned, they were
equally free to evacuate it in seven days without the | oss a man.

Page 763

The history of Italy in 1943 is a history of |ost opportunities.
Italy m ght have got out in the sunmmer and the Gernmans m ght have been
ejected shortly afterward. Instead, Italy was torn to pieces and got
out of the war so slowy that Germans were still fighting on Italian
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soil at the final surrender in 1945.

These great misfortunes were the result of a nunber of forces:

1) weakness of Italy relative to Gernany;

2) weakness of Allies after diversion of power to Britain;

3) mistrust of Italians by Allies;

4) the inflexible Allied insistence on unconditional surrender which
left the Italians hel pless to resist the Gernans.

Page 764

Wien the Italian government offered the join the Allies in
fighting the Germans, they insisted that the publication of the
arm stice and a tentative paratrooper drop in Rone be put off unti
sufficient Allied forces were within striking distance to protect the
city fromthe Gernman troops nearby. Ei senhower refused and published
the Italian surrender one day before the Anerican Arny | anded at
Sal erno. The Germans reacted to the news of the Italian "betrayal"
with characteristic speed. Available forces converged on the Sal erno
beachhead, an arnored division fought its way into Ronme, ltalian
troops were disarnmed everywhere, and the Italian governnent had to
fl ee. Nunerous vessels were sunk by the Gernans.

Page 765

As Allied forces slowy recovered Italian territory fromthe
tenaci ous grasp of the Germans, the royal governnent renmai ned
subservient to its conquerors. Civilian affairs were conpletely in
mlitary hands under and organi zati on known as Allied Mlitary
Governnent of COccupied Territories. The creation of these
organi zations on a purely Angl o- Anreri can basis,to rule the first Axis
territory to be "liberated" becane a very inportant precedent for
Sovi et behavior wen their arnies began to occupy enemy territory in
eastern Europe who were able to argue that they could exclude
Angl o- Aneri cans fromactive participation in mlitary government in
the east since they had earlier been excluded in the west.

Wil e these political events were taking place, the mlitary
advance was noving like a snail. The Allied invasion of Italy was
given very limted resources for a very large task.. It was only under
such limtations of resources, explicitly stated, that the Americans
accepted the British suggestion for an invasion of Italy at all
Page 767

It was suggested that German success in holding the Rapido was
due to the accuracy of their artillery fire and that this was was
bei ng spotted fromthe ancient nonastery founded by St. Benedict in
529 A.D. on the top of Monte Cassino. It was further suggested that
General dark should have obliterated the nonastery with aeri al
bonmbar dnent but had failed to do so because he was a Ronman Catholic.
After Feb. 15, 1944, Ceneral dark did destroy the site conpletely
wit hout hel ping the situation a bit. W now know that the Gernans had
not been using the nonastery; but once it was destroyed by us, they
dug into the rubble to nmake a stronger defence.

On May 16th, a Polish Division captured Mnte Cassi ho.

Page 770

Efforts to create a new Polish arnmy were hanpered by the fact
that about 10,000 PAish officers along with 5,000 intellectuals and
prof essi onal persons, all of whom had been held in three canps in
western Russia, could not be found. At |east 100,000 Polish prisoners
of war, out of 320,000 captured in 1939, had been exterm nated.

The German radi o suddenly announced on April 13, 1943, that
German forces in occupi ed Russia had discovered, at Katyn, near
Smol ensk, Russia, mass graves containing the bodies of 5,000 Polish
of ficers who had been nurdered by the Soviet authorities in 1940.
Moscow cal |l ed this a Nazi propaganda trick and declared that the
Pol i sh of ficers had been nmurdered and buried by the Nazis thensel ves
when they captured the officers and this Soviet territory.
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Page 772

The strategic decision of Septenber 1943 to reject Churchill's
pl ans for a Bal kan canpaign in order to concentrate on a cross-Channe
of fensive in 1944 were of vital inportance in setting the formthat
postwar Europe would take. If it had been decided to postpone the
cross- Channel attack and concentrate on an assault fromthe Aegean
across Bulgaria and Ronania toward Pol and and Sl ovaki a, the postwar
situation would have been quite different.

It has been argued that failure to reach agreenent on the
territorial settlenment of eastern Europe while the war was still in
progress neant that Soviet arm es woul d undoubtedly dom nate once
Germany was defeated. This assunption inplies that America should have
threatened to reduce of to cut off Lend-Lease supplies going unless
we coul d obtain Soviet agreenment to the kind of eastern European
settl enent we want ed.

Page 790

The Sovi et advance becanme a race with the Western Powers even
t hough Ei senhower's orders held back their advance at nmany points
(such as Prague) to allow the Russians to occupy areas the Americans
could easily have taken first.

Page 791
Roosevelt's sense of the realities of power were quite as acute
as Churchill's or Stalin's but he conceal ed that sense nmuch nore

del i berately and nuch nore conpletely under a screen of high-sounding
nmoral principles.

Page 795
Pol i sh mi nisters rushed from London to Moscow to negotiate. Wile
they were still talking and when the Soviet arnmy was only six mles

from Warsaw, the Polish underground forces in the city, at a Sovi et
invitation, rose up against the Germans. A force of 40,000 responded
to the suggestion but the Russian arm es stopped their advance and
obstructed supplies to the rebels in spite of appeals fromall parts
of the world. After sixty-three days of hopel ess fighting, the Polish
Honme Arny had to surrender to the Germans. This Soviet treachery
removed their chief obstacle to Communist rule in Poland and the
London governnent in London was accordingly ignored.

Page 797
When victorious armies broke into Gernany, late in 1944, the
Nazis were still holding the survivors of 8 mllion enslaved workers,

10 mllion Jews, 6 mllion Russian prisoners of war and nmillions of
prisoners fromother arnmes. Over half of the Jews and Russi ans,
possibly 12 mllion, were killed before final victory in 1945
Page 799

The ideas that strategic air attacks nust be directed at
civilians in eneny cities were alnost wholly ignored in the Soviet
Union, largely rejected in Germany, created great controversy in
France, but were accepted to a |arge extent anpbng airnmen in Britain
and the U S
Page 800

The contribution by strategic bonbing to the defeat of Gernmany
was relatively incidental, in spite of the terrible |osses suffered in
the effort. The shift to city bonbing was nore or | ess accidental. In
spite of the erroneous ideas of Chanberlain, Baldwin, Churchill, the
war opened and continued for nonths with no city bonbing at all, for
the sinple reason that the Germans had no intentions, no planes, and
no equi pnent for strategi c bonbing.

The attack on cities began by accident when a group of Gernan
pl anes which were | ost dunped their bonb | oads, contrary to orders, on
London on August 1940. The RAF retaliated by bonbing Berlin the next
night. Goring in counter-retaliation. British efforts to counterattack
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by daylight raids on mlitary objectives resulted in such |osses that
the air offensive was shifted to night attacks. This entailed a shift
fromindustrial targets to indiscrininate bonbing of urban areas. This
was justified with the wholly m staken argunment that civilian norale
was a German weak point and that the destruction of workers' housing
woul d break this norale. The evidence shows that the German war effort
was not weakened in any way by lowering civilian norale in spite of
the horrors heaped on it.
Page 802

The nost extraordi nary exanple of this suffering occurred in the
British fire raids on Hanburg in 1943 whi ch was attacked for nore than
a week with a m xture of high-expl osive and incendiary bonbs so
persistently that fire-storms appeared. The air in the city heated to
over a thousand degrees began to rise rapidly with the result that
wi nds of hurricane force rushed into the city. The water supply was
destroyed and the flanmes were too hot for water to be effective. Fina
figures for the destruction were set at 40,000 dead, 250,000 houses
destroyed with over a mllion nade honel ess. This as the greatest
destruction by air attacks on a city until the fire raid on Tokyo on

March 9 1945 which still stands today as the nost devastating air
attack in human history.
Page 806

General Ei senhower ignored Berlin and drove directly eastward
toward Dresden. Ei senhower's decisions pernmtted the Soviet forces to
"l'iberate" all the capital cities of central Europe. As |ate as My
4t h, when the American forces were sixty mles from Prague and the
Soviet armies nore than a hundred, an effort by the fornmer to advance
to the city was stopped at the request of the Soviet commander,

despite a vain nmessage from Churchill to Ei senhower to take the Czech
capital for political bargaining purposes.
Page 807

Soon the nanmes Buchenwal d, Dachau, and Bel sen were repeated with
horror throughout the world. At Bel sen, 35,000 dead bodi es and 30, 000
still breathing were found. The world was surprised and shocked. There
was no reason for the world's press to be surprised at Nazi bestiality
in 1945 since the evidence had been fully available in 1938.

CLOSI NG I N ON JAPAN, 1943-1945

When CGernmany surrendered on May 8, 1945, Japan was al ready
def eated but could not make itself accept unconditional surrender.
Page 808

Even American strategic bonbing was different in the Pacific
usi ng B-29s, unknown in Europe, for area bombing of civilians in
cities, something we disapproved in Europe.
Page 815

279 B-29s carrying 1,900 tons of fire bonbs were sent on a | ow
| evel attack on Tokyo. The result was the npst devastating air attack
in all history. Wth the loss of only 3 planes, 16 square mles of
central Tokyo were burned out; 250,000 houses were destroyed, over a

mllion persons were made honel ess and 84, 793 were killed. This was
nore destructive than the first atomic bonb over Hroshima five nonths
| ater.

Page 817

Anmeri can | eaders shuddered to think of the results if such
Kam kaze attacks were hurled at troop transports and American
estimates of casualties were over half a mllion. These considerations
formthe background to the Yalta and Pot sdam conferences and the
decision to use to atom bonb on Japan

The nature and decisions taken at the conference of Roosevelt,
Churchill and Stalin held at Yalta in February 1945 has been so nuch
distorted by partisan propaganda that it is difficult for any
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hi storian to reconstruct the situation as it seened at the tine.
Page 819

I n China, 90%f the railroads were out of operation. The doni nant
Kuomi ntang Party's chief aimseenmed to be to maintain its arned
bl ockade of the Comuni st forces operating out of Yenan in
nort hwest ern Chi na where the highly-disciplined Cormuni st arm es had
gai ned sone degree of |ocal support.

Anmeri can hopes of fusing the two parties into a common Chi nese
gover nnent broke down on the refusals of the Kuomintang and the
renot eness of the Conmunists. In Septenber 1944, Roosevelt suggest
that General Stillwell be given command of all Chinese forces fighting
t he Japanese. General Chiang answered with a demand that Stilwell be
renoved from Chi na.

Page 823

It is extremely likely that the frantic and otherw se
i nexplicable haste to use the second and third bonbs, 21 and 24 days
after Al anagordo arose fromthe desire to force the Japanese surrender
before any effective Soviet intervention
Page 824

On the econonic side was a sonmewhat nodified version of the
Mor gent hau schene (which had sought the conplete ruralization of
German economic life to an agrarian basis) which was nodi fied al nost
at once by a nunmber of factors.

The first nodifying factor was a desire for reparations. The
Aneri cans insisted that reparations betaken from existing stocks and
plants rather than fromfuture production in order to avoid the error
of the 1919-1933 period, the overbuilding of German capital equi pnent
and American financing of reparations into the indefinite future. It
was provided that all reparations conme from Germany as a whol e and be
credited to the victors on a percentage basis.

Page 828

On August 10th, a nmessage accepting the Potsdamterns was sent.
Thus ended six years of world war in which 70 mllion nen had been
mobilized and 17 million killed in battle. At least 18 nmillion
civilians had been killed. The Soviet Union had lost 6.1 nmillion
soldiers and 14 million wounded and over 10 million civilians dead.
Germany lost 6.6 mllion servicemen with 7.2 million wounded and 1.3
mllion mssing. Japan had 1.9 million dead. Britain war dead were
357,000 and America's were 294, 000.

Al'l this personal tragedy and material damage of untold billions
was needed to denonstrate that Gernmany could not establish and Nazi
continental bloc in Europe nor could Japan dom nate an East-Asian co-
Prosperity Sphere. This is the chief function of war: to denopnstrate
as conclusively as possible to nmistaken m nds that they are m staken
in regard to power relationships. But as we shall see, war also
changes nost drastically the objective facts thensel ves.

CHAPTER XVI: THE NEW AGE

| NTRODUCTI ON
Page 831
World War |1 transforned a system where man's greatest problens

were the material ones of man's hel pl essness in the face of natura
threats of disease, starvation, and natural catastrophes to the
totally different systemof the 1960s and 1970s where the greatest
threat to man is man hinsel f and where his greatest problens are the
social (and non-material) ones of what his true goals of existence are
and what use he shoul d make of his i mense power of the universe, his
fell ow nen.

For thousands of years, sone nmen had viewed thensel ves as
creatures a little |ower than angels, or even God, and a little higher
than the beasts. Now, in the 20th century, man has acquired al nost
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di vine powers and it has becone increasingly clear that he can no

| onger regard himself as an animal but nust regard hinself as at |east
a man if not obligated to act |ike an angel or even a god.

Page 832

The whol e trend of the 19th century had been to enphasize man's
ani mal nature and seek to increase his supply of material necessities.
Page 833

The great achievenents of the 19th century and the great crisis
of the 20th century are both related to the Puritan tradition of the
17th century which regarded the body and the material as sinful and
danger ous and sonet hi ng which nust be sternly controll ed.

Page 837

These nethods appeared in a nunber of ways, notably in an
enphasis on self-discipline for future benefits, on restricted
consunption and on saving in a devotion to work, and in a postponenent
of enjoynment to a future which never arrived. A typical exanple night
be John D. Rockefeller: great saver, great worker, and great postponer
of any self-centered action, even death. To such people, the nost
adverse conmments which could be nmade about a failure to distinguish
froma "successful" man were that he was a "saltrel,"” a "loafer," a
"sensualist," and "self-indulgent." These terns reflected the val ue
that the mddl e classes placed on work, saving, self-denial and social
conformty.

Page 838

The nineteenth century's enphasis on acquisitive behavior, on
achi evenment, and on infinitely expansible demand is equally associ ated
with the m ddl e-class outl ook. These basic features are inevitably
| acking i n backward, tribal, underdevel oped peasant societies and
groups, not only in Africa and Asia but also in nuch of the
Medi terranean, Latin Anmerica, central France, in the Mennonite
communi ties of Pennsylvania and el sewhere. The lack of future
preference and expansi ble material demands in other areas are
essential features of the 20th century crisis.

George Sorel (Reflections on Violence, 1908) sought a solution to
this crisis inirrationalism in action for its own sake. The other
tendency sought a solution in rationalization, science, universality,
cosnmopol itani smand the continued pursuit of truth. The war becane a
struggl e between the forces of irrationality represented by Fascism
and the forces of Western science and rationalization represented by
the Allied nations.

RATI ONALI ZATI ON AND SCI ENCE
Page 838

Rationalization gradually spread into the nore dom nant probl em
of business. From maxi m zi ng production, it shifted to maxinizing
profits.

The introduction of rationalization into war was attributed to
the efforts of Professor P.MS. Blackett (Nobel Prize 1948) to apply
radar to antiaircraft guns. Fromthere, Blackett took the technique
into antisubnmarine defence whence it spread under the nane
"Qperational Research" (OP).

Operational research, unlike science, nade its greatest
contribution in regard to the use of existing equipment rather than
the effort to invent new equipnment. It often ganme specific
recomrendat i ons, reached through techni ques of mathematica
probability, which directly contradicted the established nmilitary
procedures. A sinple case concerned the problemof air attack on eneny
submari nes: For what depth should the bonb fuse be set? In 1940, RAF
set its fuses at 100 feet. based on three factors:

1) the time interval between the noments when the submarine sighted
the plane and the plane sighted the subnarine;
2) the speed of approach of the plane; and
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3) the speed of subnergence of the subnarine.

The submarine was unlikely to be sunk if the bonb expl oded nore
than 20 feet away. Operational Research added an additional factor: How
near was the bonber to judging the exact spot where the subnmarine went
down? since this error increased rapidly with the distance of the
original sighting, a submarine which had tine to subnerge deeply woul d
al nost inevitably be mssed by the bonb in position if not in depth;
but with 100 foot fuses, subnmarines which had little tinme to subnerge
were m ssed because the fuse was too deep even when the position was
correct. OP recomended setting fuses at 25 feet to sink the near
sightings and practically conceded the escape of all distant
sightings. Wen fuses were set at 35 feet, successful attacks on
submarines increased 400 percent with the sane equi pnent.

Page 839

The British applied OP to many sim |l ar probl ens.

1) Wth an inadequate3 nunmber of A A guns, is it better to
concentrate themto protect part of a city thoroughly or to disperse
themto protect all of the city inadequately? (The former is better)

2) Repainting night bonbers from black to white when used on subnarine
patrol increased sightings of subnarines 30%

3) Are small convoys safer for nerchant ships than |arge ones (No by a
| arge margin.)

4) Wth an inadequate nunber of patrol planes, was it better to search
the whol e patrol area sone days (as was the practice) or to search
part of it ever day with whatever planes were available? (the latter
was better).

OP cal cul ated the nunber of people killed per ton of bonbs
dropped showi ng that the casualties inflicted on Germany were about
400 civilians killed per nonth - about half the Gernman autonobile
accident death rate - while 200 RAF crewnen were killed per nmonth in
doi ng the bonbing. Later it was discovered the raids were actually
killing 200 Gernan civilians contributing little to the war effort at
the cost of the 200 RAF nen each nonth and thus were a contribution to
the German victory. These estinmates made it advisable to shift planes
to U-boat patrol. A bonmber in its average |ife of 30 m ssions, dropped
100 tons of bonbs killing 20 Germans and destroying a few houses. The
sanme plane in 30 nissions of submarine patrol saved 6 | oaded nerchant
ships and their crews from submarines. This discovery was violently
resisted by the head of the RAF, Sir Arthur (Bonber) Harris.

Page 840

In 1938, Vannevar Bush, professor of electrical engineering and
vi ce-presi dent of the Massachusetts Institute of Technol ogy persuaded
Roosevelt to create the National Defence Research Conmttee with Bush
as Chairman. Wien noney ran short, they obtained half fromMT and an
equal sum from John D. Rockefeller
Page 842

First news of the success of Operations Research in Britain was
brought to the U S. by Conant in 1940 and was fornmally introduced by
Bush. Wth the arrival of peace, it becane an established civilian
pr of essi on.

The rationalizing of society used the trenmendous advances in
mat hemati cs of the 19th century but a good deal cane from new
devel opnments. Aml ong these have been applications of ganme theory,

i nformati on theory, synbolic |ogic, cybernetics, and electronic
conputing. The newest of these was probably game theory, worked out by
a Hungarian refugee mat hemati ci an, John von Neurmann, at the Institute
for Advanced Study. This applied nmathenmatical techniques to situations
i n which persons sought conflicting goals in a nexus of relationships
governed by rules. The basic work was "Theory of Games and Econonic
Behavi or" by John von Neurmann and Gskar Morgenstern (Princeton 1944).
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Page 843

A flood of books all sought to apply nathenmatical nethods to
i nformati on, conmuni cations, and control systens.

THE TWVENTI ETH CENTURY PATTERN
Page 862

The decision to use the bonb agai nst Japan narks one of the
turning points in history of our tinmes. The scientists who were
consul ted had no information on the status of the war itself, had no
i dea how close to the end Japan al ready was. Some people |ike Genera
G oves wanted it to be used to justify the two billion they had spent.

After it was all over, Director of Mlitary Intelligence for the
Pacific theatre of War Al fred MCornmack, who was probably in as good
position as anyone to for judging the situation, felt that the
Japanese surrender could have been obtained in a few weeks by bl ockade
al one. "The Japanese had no | onger enough food in stock, and their
fuel reserves were practically exhausted. W were nmining all their
harbors and if we had brought this operation to its | ogical
concl usi on, the destruction of Japanese cities with incendiary and
ot her bonbs woul d have been quite unnecessary. But General Norstad
decl ared at Washington that this bl ockading action was a cowardly
proceedi ng unworthy of the Air Force. It was therefore discontinued."
Page 863

IT was equally clear that the defeat of Japan did not require the
A-bonmb just as it did not require the Russian entry into the war or an
Anmeri can invasion of the Japanese hone islands. But again, other
factors involving interests and nonrational considerations were too
powerful. However, if the U S. had not finished the bonb project or
had not used it, it seens nobst unlikely that the Soviet Union would
have nade its postwar efforts to get the bonb.

Page 864

The Russian | eaders woul d al nost certainly not have nmade the
effort to get the bonb if we had not used it on Japan. On the other
hand, if we had not used the bonb on Japan, we woul d have been quite
i ncapabl e of preventing the Soviet forces from expandi ng wherever they
were ordered in Eurasia in 1946
Page 865

The growth of the army of specialists destroys one of the three
basi ¢ foundati ons of political denbcracy. These three bases are:

1) that nen are relatively equal in factual power;

2) that nmen have relatively equal access to the information needed to

make a government's deci sions;

3) that men have a psychol ogi cal readiness to accept nmajority rule in

return for those civil rights which will allow any mnority to work to
build itself up to becone a majority.

Page 866

It is increasingly clear that in the 20th century, the expert
will replace the industrial tycoon in control of the econom c system
even as he will replace the denocratic voter in control of the
political system This is because planning will inevitably repl ace
| ai ssez-faire in the relationshi ps between the two systens.

Hopeful ly, the el enents of choice and freedom may survive for the
ordinary individual in that he may be free to make a choi ce between
two opposing political groups (even if these groups have little policy
choice within the paraneters of policy established by the experts) and
he may have the choice to switch his econonic support fromone |arge
unit to another. But in general, his freedomand choice will be
controlled within very narrow alternatives by the fact that he will be
numbered frombirth and foll owed, as a nunber, through his educationa
training, his required mlitary and other public service, his tax
contributions, his health and nedical requirenents, and his fina
retirement and death benefits.
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Page 867

One consequence of the nuclear rivalry has been the alnost tota
destruction of international |law as existed fromthe nmiddle of the
17th century to the end of the 19th. That old international |aw was
based on distinctions which no | onger exist including the distinction
bet ween war and peace, the rights of neutrals, the distinction between
public and private authority. These are now destroyed or in great
conf usi on.

The post-war bal ance of terror reached its peak of tota
di sregard both of nonconbatants and of neutrals in the policies of
John Foster Dulles who conbined sanctinonious religion with "nassive
retaliation wherever and whenever we judge fit" to the conplete
destruction of any non-conbatant or neutral status.
Page 868
As a result, all kinds of groups could destroy |aw and order w thout
suffering retaliation by ordinary powers and coul d becone recogni zed
as states when they were totally lacking in the traditional attributes
of statehood. For exanple, the Leopoldville group were recogni zed as
the real government of the whole Congo in spite of the fact that they
were incapable of maintaining | aw and order over the area. Sinlarly,
a gang of rebels in Yenen in 1962 were instantly recogni zed before
they gave any evidence whatever of ability to maintain control or of
readi ness to assune the existing international obligations of the
Yenen state and before it was established that their clains to have
killed the king were true.
Page 869

Under the unbrella of nuclear stal emate, outside governnents
subsi dize nurders or revolts as the Russians did in Irag and as the
American CIA did in several places, successfully inlran in 1953, and
in Guatenmala in 1954 or very unsuccessfully as in the Cuban invasion
of 1961. Under the Cold War unbrella, small groups can obtain
recognition as states by securing the intervention (usually secret) of
sone outsi de Power.

TRAGEDY AND HOPE Chapters XVII-XVI|
by Dr. Carroll Quigley
| SBN 0913022- 14- 4

CONTENTS

XVI 1. NUCLEAR RI VALRY AND COLD WAR, AMERI CAN NUCLEAR SUPERI ORI TY 1950-
1957

XVI 1. NUCLEAR RI VALRY AND COLD WAR, RACE FOR THE H- BOMB 1950- 1957

CHAPTER XVI|: NUCLEAR RI VALRY AND THE COLD WAR
AMERI CAN ATOM C SUPREMACY 1945- 1950
THE FACTORS
Page 873

The period 1945 to early 1963 fornms a unity during which a nunber
of factors interacted upon one another to present a very conplicated
and extraordinarily dangerous series of events. That nanki nd and
civilized life got through the period nay be attributed to a nunmber of
| ucky chances rather than to any particular skill anbng the two
opposi ng political blocs.

The Cold War is al nost al ways described in ternms which put mnor
enphasi s or even neglect the role of technol ogical rivalry because
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nmost historians do not feel conpetent to discuss it but chiefly
because nmuch of the evidence is secret. Because of such secrecy, the
story of this rivalry falls into two quite distinct and even
contradictory parts
1) what the real situation was; and
2) what preval ent public opinion believed the situation to be.

For exanple, the Soviet Union had an H bonmb nmany nonths before we
did when public opinion believed the opposite; the 1960 believe
t hroughout the world of a so-called "m ssile gap" or American
inferiority in nuclear mssiles when no such inferiority existed.

Page 875

The bal ance of nucl ear weapons was the central factor in the Cold
War. Cessation on nucl ear testing came close to achi evenent in 1950
when both sides had atom c weapons but was destroyed at that tine by
President Truman's order to proceed with the devel opnent of the
hydrogen bomb. By 1963, both sides had these weapons and the bal ance
of terror had been achieved.

Page 879

The party struggle in the U S. found the intellectuals (including
scientists), the internationalists, the mnorities and the
cosmopolitans in the Denocratic Party with the busi nessmen, bankers
and clerks in the Republican Party. The Republicans had fallen into
the control (represented by Senators Taft, Werry, Bridges and Jenner)
of those who were nost ignorant of the real issues and were nost
renote fromany conceptions of national political responsibility.

Page 880

Thi s group, to whom we often give the nane "neo-isol ationist,"”
knew not hing of the world outside the U S., and generally despised it.
Thus, they gave no consideration to our allies or neutrals, and saw no
reason to know or to study Russia, since it could be hated conpletely
wi t hout need for accurate know edge. All foreigners were regarded as
unprinci pl ed, weak, poor, ignorant and evil, with only one aimin
life, namely, to prey on the United States. These neo-isolationists
and unilateralists were equally filled with suspicion or hatred of any
Anmerican intellectuals, including scientists, because they had no
conception of any man who pl aced objective truth higher than
subj ective interests since such an attitude was a conpl ete chall enge
to the Anerican businessman's assunption that all nen are and shoul d
be concerned with the pursuit of self-interest and profit.

Neo-i sol ati oni sm had a series of assunptions which could not be
hel d by anyone who had any know edge of the world outside U S. niddle-
cl ass business circles. These beliefs were seven in nunber:

1) Unilateralism that the U S. should and could act by itself w thout
need to consider allies, neutrals or the Soviet Union;

2) National ommipotence: that the U S. is so rich and powerful that no
one else counts and that there is no need to study foreign areas,
custons, policies;

Page 881

3) Unlimted goals (or utopianisn): the belief that there are fina
solutions to the world's problems. Upholders of this view refused to
accept that constant danger and constant probl ems were a perpetua
condition of human life except in brief and unusual circunstances.
Dul l es insisted that the Truman policy of containment rmust be repl aced
by a policy of "liberation." These policies were not designed to win
conclusively and did not seek to solve the problem of the Soviet Union
but tolive with it, "presumably forever." He did accept preventive
war in the formof massive retaliation if the Comruni sts made any
further advances.

4) The neo-isol ationist belief that continuance of the Soviet threat
arose frominternal treason within Amrerica
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Page 882
5) Since the chief "high noral principle" which notivated the neo-
i solationists insisted that Soviet Russia and Denocrats were engaged
in ajoint tacit conspiracy to destroy America by high taxes by using
the Cold War to tax Anerica into bankruptcy
6) Since neo-isolationists rejected all partial solutions, there was
little they could do but talk loudly and sign anti-comuni st pacts.
7) The unrealistic and unhistoric nature of neo-isol ationi sm nmeant
that it could not actually be pursued as a policy. It was pursued by
John Foster Dulles with permanent injury to our allies. Wen Senator
McCarthy turned his extravagant charges of subversion and treason from
the State Departnent to the army, his downfall began. The neo-
i solationist forces still continue in an increasingly irresponsible
formunder a variety of nanmes including John Birch Society nmenbers or
nmore generally as the "Radical Right."
Page 885

Robert Oppenheinmer was on a total of thirty five governnent
committees. There was a shadow on Qppenheiner's past. In his younger
and nore naive days, he had been closely associated with Comruni sts.
Certainly never a Communi st himself, and never, at any tine, disloya
to the U.S., he had nonethel ess associated with Comunists. His
brother Frank and his wife were Comuni st Party workers while
Qoppenheimer's own wi fe was an ex- Communi st, w dow of a Communi st who
had been killed fighting Fascismin Spain in 1937. The Oppenhei ners
continued to have friends who were Comruni sts and contri buted noney
until the end of 1941
Page 886

Al'l this derogatory information was known to General G oves and
to Arny Intelligence and used in 1953-1954 to destroy his reputation
It was an essential elenent in the neo-isolationist MCarthyite,
Dul l es interregnum of 1953-1957
THE ORIGA NS OF THE COLD WAR, 1945-1949
Page 891

IN the Soviet system while npost Russians lived in poverty, a
privileged mnority, buying in special stores with special funds and
special ration cards, had access to |luxuries undreaned of by the
ordi nary person.
Page 900

In 1944, Secretary of the Treasury Morgenthau took advantage of
his cl ose personal friendship with Roosevelt to push forward his own
pet schenme to reduce Gernmany to a purely agricultural state by al nost
total destruction of her industry, the nillions of surplus popul ation
to be, if necessary, deported to Africa. The secretary, supported by
his assistant secretary, Harry Dexter Wiite, was deeply disturbed by
Germany's history of aggression. The only way to prevent it was to
reduce Gernmany's industry and thus her warmeki ng capacity as close to
not hi ng as possible. The resulting chaos, inflation, and misery would
be but slight repaynent for the horrors Germany had inflicted on
ot hers over nmany years

By personal influence, Mrgenthau obtained acceptance of a
sonewhat nodified version of this plan by both Roosevelt and Churchil
at the Quebec conference of Septenber 1944. The error at Quebec was
qui ckly repudi ated but no real planning was done and the Mrgenthau
Pl an pl ayed a considerable role in the JCS 1067, the directive set up
to guide the Anerican mlitary occupation of Germany. It proposed
reparations be obtained by dismantling Germany industry. The JCS 1067
directive ordered that Germany be treated as a defeated eneny and not
as a liberated country. No steps were taken to secure its econonic
recovery.
Page 901

At the Potsdam conference, it was agreed that the Gernman econony
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shoul d not be pernmitted should not be permtted to recover higher than
the standard of living of 1932, at the bottom of the depression, the
| evel, in fact, which had brought Hitler to power in 1933.

It took nore than two years of msery for Germany to secure any
changes in these Anerican objectives. Hunger and cold took a
considerable toll, and the Gernans, for two years, experienced sone of
the msery they had inflicted on others in the precedi ng dozen years.

The Germany currency reformof 1948 is the fiscal mracle of the
post-war world. Fromit cane
(1) an explosion of industrial expansion and econom c prosperity for
West CGermany;

(2) they tying of the West Gernmany econony to the West;

(3) an exanple for other western European in econonic expansion; and
(4) a wave of prosperity for western Europe as a whol e.

AVERI CAN CONFUSI ONS, 1945-1950

Page 909

The Anerican response to the Soviet refusal of postwar
cooperation was confused and tentative.

Wnston Churchill in June 1946 spoke of the "lron Curtain" which
Staling was | owering between the Soviet bloc and the West.

Lasting from 1947-1953, the chief characteristics of
"containment" were econonic and financial aid to other nations to
elimnate the msery and i gnorance which fosters conmuni sm
Page 910

Ameri cans, when goals are established as they are in war, work
together very effectively, but political work in peacetine, with its
anbi guous goals, is relegated to rivalry, bickering, and tota
inability to relate neans to goals. As a result, the neans thensel ves
tend to beconme goals.

Page 911

Each service has alliances with the industrial conplexes which
supply their equi pnent. These conpl exes not only supply funds for each
service to carry its nmessage to the Congress but al so exert every
i nfluence to retain equipnent by dangling before the high officers who
can influence contracts, offers of future well-paying consultant
positions with the industrial firns concerned. Most high officers
retired and then took consultant jobs with those firns.

Page 912

Four-star general Sonervell retired on a disability salary of
$16,000 to join a nunber of firnms which paid himR$125, 000 a year;
three-star general Canpbell retired on a disability salary of $9, 000
and becanme an executive at $50,000 a year of firms from whom he had
previously purchased $3 billion in armanents; four-star general C ay
retired on $16,000 a year but signed up at over $100,000 a year

These are but a few of nore than a hundred general officers whose
post retirenent alliances with industrial firms encouraged their

successors, still on active service, to remain on friendly terns with
such appreciative busi ness corporations.
Page 919

Pear| Harbor was a total surprise. This last point was so hard to
bel i eve, once the evidence was avail able, that the same groups who
were how i ng about Sovi et espionage in 1948-1955 were al so claimng
that Roosevelt expected and wanted Pearl Harbor. Both these beliefs,
if they were believed, were based on gigantic ignhorance and
nm sconcepti ons about the nature of intelligence.

Page 921

A great deal of nuclear information (whether secret or not is
unknown) as well as uraniummetal, went to the Soviet Union as part of
Lend- Lease in 1943. Major George Racey Jordan, USAAF, tried in vain to
di srupt these shipnments at the tine. Wiile nost of Jordan's evidence

file:///C|/Documents%20and%20Settings/me/Desk...ley,%20Carroll%20-%20Tragedy%20and%20Hope.txt (87 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

is unreliable, the shipnent of uraniumto Russia is corroborated from
ot her sources. The export licenses for such shipnents were granted at
the request of General Groves. Jordan's other evidence, npbst of which
was very discreditable to the New Deal (since he testified that he,
Groves, and others were under direct pressure fromHarry Hopkins to
al | ow export of nuclear materials) was subsequently shown to be fal se.
Page 923

Much of the evidence on the Conmmuni st novenent came from ex-
Conmuni sts such as Elizabeth Bentl ey, Louis Budenz, Wittaker
Chanbers, John Lautner and others. The first three nanmes nentioned are
known because they dramati zed, distorted and mani pul ated evi dence for
their own private purposes. This is particularly true of Elizabeth
Bent| ey who exaggerated her role.
Page 925

The House Un-Anerican Committee was ained nore at partisan
advant age than ascertaining the nature of the Conmuni st conspiracy.
the truth cannot now be ascertai ned. Numerous ot her accused
Conmuni sts, both in government and out, whose nanes were given to the
conmittee in the sane breath as Hiss or Lattinore were alnost totally
i gnor ed.
Page 927

O hers called before the cormittee who refused to give evidence
under the Fifth Anmendnent which protects against self-incrimnation
were in fact Comunists and Bentley and Chanbers knew them as such.
Page 938

The revel ation of Communi st influence in the U S. was undoubtedly
val uabl e but the cost in damage to reputations of innocent persons was
very high. Mich of this damage cane fromthe efforts of Senator Joseph
McCart hy, Republican, of Wsconsin to prove that the State Departnent
and the arnmy were widely infiltrated with Commruni sts.
Page 939

McCarthy was not a conservative, still less a reactionary. He was
a fragnent of elenental force, a throwback to prineval chaos. He was
the eneny of all order and all authority, with no respect, or even
under standing, for principles, |aws, regulations, or rules. As such,
he had nothing to do with rationality or generality. Concepts, |ogic,
distinctions of categories were conpletely outside his world. It is
clear he did not have any idea what a Communi st was, still |ess
Conmuni smitself, and he did not care. This was sinply a term he used
in his gane of personal power. Mst of the terns which have been
applied to him such as "truculent," "brutal," "ignorant," "sadistic,"
"foul -nout hed," "brash,"” are quite correct but not quite in the sense
that his enemies applied them because they assuned that these
qualities and distinctions had neaning in his world as they did in
their own. They did not, because his behavior was all an act, the
things he did to gain the experience he wanted, that is, the feeling
of power, of creating fear, of destroying the rules, and of wi nning
attention and admiration for doing so. H's act was that of Peck's Bad
Boy but on a col ossal scale. He sought fanme and accl ai mby show ng an
admring world of school mates what a tough guy he was, defying all the
rul es, even the rules of decency and ordinary civilized behavior. But
|i ke the bad boy of the school yard, he had no conception of tine or
anyt hi ng establ i shed, and once he had found his act, it was necessary
to denonstrate it every day. Hs thirst for power, the power of nass
acclaimand publicity, reached the public scene at the sane nonment as
television, and he was the first to realize what could be done by
using the new instrunent for reaching mllions.

H's thirst for power was insatiable because |ike hunger, it was a
daily need. It had nothing to do with the power of authority or
regul ated discipline, but the personal power of a sadist. Al his
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destructive instincts were agai nst anything established, the wealthy,
the educated, the well-mannered, the rules of the Senate, the American
party system the rules of fair play. As such, he had no conception of
truth or the distinction between it and fal sehood, just as he had no
conception of yesterday, today, tonorrow as distinct entities. He
sinmply said whatever would satisfy, nmonentarily, his yearning to be
the center of the stage surrounded by admiring, fearful, shocked,
amazed people. He did not even care if their reaction was admiration,
fear, shock, or amazenent and he did not care if they, as persons, had
the same reaction or a different one the next day or even a nonent
|ater. He was exactly like an actor in a drama, one in which he had
made the script as he went along, full of falsehoods and

i nconsi stenci es, and he was genuinely surprised and hurt if a person
whom he had abused and insulted for hours at a hearing did not wal k
out with himto a bar or even to dinner the nonent the hearing session
was over. He knew it was an act; he expected you to know it was an
act. There was really no hypocrisy in it, no cynicism no fal sehood,
as far as he was concerned, because he was convinced that this was the
way the world was. Everyone he was convinced, had a racket; this just
happened to be his, and he expected people to realize this and to
understand it.

Page 930

O course, to the observant outsider who did not share his tota
amorality, it was all false, invented as he went along, and constantly
changed, everything substantiated by docunments pulled fromhis
bri ef case and waved about too rapidly to be read. Mstly these
docunments had nothing to do with what he was saying; nostly he had
never | ooked at them hinself; they were nerely props for the
performance, and to him it was as silly for his audi ence to expect
such docunments to be relevant as it would be for the audience in a
theater to expect the food that is being eaten, the whiskey that is
bei ng drunk, or the documents which are read in that play to be
rel evant to what the actor is saying.

Every tine he spoke, with each version he became a | arger nore
nonchal ant hero. In 1952, he intinidated the Air Force into awardi ng
hi mt he Di stinguished Flying (given for twenty five conbat m ssions)
al t hough he had been a grounded intelligence officer who took
occasional rides in planes.

Since |l aws and regul ations were, for MCarthy, nonexistent, his

busi ness and financial affairs are, like his life, a chaos of
illegalities.
Page 931

He seized upon Communism "That's it," he said. "The governnent
is full of communists. W can hamer away at them" Wthout any rea
conception of what he was doing, and wi thout any research or know edge
of the subject, on February 9, McCarthy waved a pi ece of paper and

said "I have here in ny hand a list of 205 menbers of the Conmuni st
Party still working and shaping the policy of the State Departnent.
Page 932

On Feb 20th, in an incoherent speech in the Senate was six hours
of bedlam as case after case was presented filled with contradictions
and irrel evancies. According to Senate Republican Leader Taft, "It was
a perfectly reckless perfornmance." Neverthel ess, Taft and his
col | eagues determi ned to accept and support these charges since they
woul d injure the Adninistration. Few people realize that in five years
of accusations, MCarthy never turned up a Communist in the State
Depart ment al t hough undoubtedly there nmust have been sone.

Page 933

He clainmed that "the top Russian espionage agent"” in the U S.

Al ger Hiss's boss in the State Departnent, "the chief architect of our
Far Eastern policy" was Professor Omven Lattinore. The trouble was
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Lattinore was not a Communi st, not a spy, and not enployed by the
St ate departnent.

In July, the Tydings subconmittee condemmed McCarthy for a "fraud
and a hoax." MCarthy had the power of an inflamed and msled public
opi nion. Tydi ngs was beaten in Maryland in 1950. Benton from
Connecticut who introduced the resolution to expel MCarthy fromthe
Senate in 1951 and whose charges were fully supported by the Senate's
investigation of McCarthy's private finances, was defeated in 1952
During this period, MCarthy violated nore | aws and regul ati ons than
any previous senator in history. Wen a reporter once said "lIsn't that
a classified docunent?" MCarthy said, "It was. | just declassified
it."

Page 934

Ei senhower was soon boasting that 1,456 Federal workers had been
"separated” in the first four nonths of the Ei senhower security
program 2,200 at the end of the first year. N xon said "W're kicking
the Conmuni sts and fellow travellers and security risks out of the
Government by the thousands." It was soon clear that no Comunists
were kicked out and that security risks included all kinds of persons.

For a while, the Admnistration tried to outdo McCarthy by
denonstrating in hearings that China had been "lost" to the Commrunists
because of the careful planning and intrigue of Communists in the
State Departnent. But they failed to prove their contention
Page 935

There is considerable truth in the China Lobby's contention that
the Anerican experts on China were organized into a single
i nterl ocking group which had a general consensus of a Leftish
character. It is also true that this group, fromits control of funds,
acadeni ¢ recomendati ons, and research of publication opportunities,
coul d favor persons who accepted the established consensus and coul d
injure, financial or in professional advancenent, persons who di d not
accept it. It is also true that the established group, by its
i nfluence on book reviewing in the New York Tines, the Herald Tribune
and the Saturday Review, a few nmagazines including the "libera
weeklies" and in the professional journals, could advance or hanper
any specialist's career. It is also true that these things were done
inthe United States by the Institute of Pacific Relations, that this
organi zation had been infiltrated by Communists, and by Comuni st
synpat hi zers, and that nuch of this group's influence arose fromits
access to and control over the flow of funds from financi al
foundations to scholarly activities. Al these things were true, but
they woul d have been true of nmany other areas of Anerican scholarly
research and acadenmi c adm nistration

On the other hand, the charges of the China Lobby that China was
"l ost" because of this group is not true. Yet the whol e subject is of
maj or inportance in understanding the twentieth century.

Page 936

Lattinore, because he knew Mongolian, tended to becone
everybody's expert. Many of these experts which were favored by the
Far East "establishment” in the Institute of Pacific REl ations were
captured by Communi st ideology. Under its influence, they
propagandi zed, as experts, erroneous ideas and sought to influence
policy in mstaken directions.

Behind this unfortunate situation |ies another, nore profound,
rel ati onship, which influences matters much broader than Far Eastern
policy. It involves the organization of tax-exenpt fortunes of
international financiers into foundations to be used for educational,
scientific, and "other public purposes." Sixty or nore years ago,
public life in the East was domi nated by the influence of "Wal
Street" referring to international financial capitalismdeeply
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involved in the gold standard, foreign exchange fluctuations,floating
of fixed-interest securities and shares for stock-exchange markets.
Page 937

This group, which in the United States, was conpletely doni nated
by J.P. Mdrgan and Conpany fromthe 1880s to the 1930s was
cosnmopolitan, Anglophile, internationalist, Ivy League, eastern
seaboard, high Episcopalian and European-culture conscious. Their
connection with the Ivy League colleges rested on the fact that |arge
endowrents of these institutions required constant consultation with
the financiers of Vall Street and was reflected in the fact that these
endowrents were largely in bonds rather than in real estate or comon
stocks. As a consequence of these influences, J.P. Mdrgan and his
associ ates were the nost significant figures in policy making at
Harvard, Col unbia and Yal e while the Witneys and Prudential |nsurance
Conpany doni nated Princeton. The chief officials of these universities
wer e behol den to these financial powers and usually owed their jobs to
t hem

The significant influence of "Wall Street" (meaning Mdrgan) both
in the Ivy League and in Washi ngton expl ai ns the constant interchange
bet ween the Ivy League and the Federal Governnent, and interchange
whi ch undoubtedly aroused a good deal of resentnent in | ess-favored
circles who were nore than satiated with the accents, tweeds, and Hi gh
Epi scopal Angl ophilia of these peoples. Poor Dean Acheson, in spite of
(or perhaps because of) his remarkable qualities of intellect and
character, took the full brunt of this resentnent from MCarthy and
his allies. The sane feeling did no good to pseudo-|vy League figures
like Al ger Hiss.

Page 938

In spite of the great influence of this "Vall Street" alignnment,
an influence great enough to nerit the nane of the "Anerican
Establ i shnent," this group could not control the Federal Governnent
and, in consequence, had to adjust to a good nany governnent actions
thoroughly distasteful to the group. The chief of these were in
taxation | aw, beginning with the graduated inconme tax in 1913, but
cul m nating above all else with the inheritance tax. These tax | aws
drove the great private fortunes dom nated by Wall Street into tax-
exenpt foundations which becane the major link in the Establishnent
network between Wall Street, the Ivy League and the Federa
governnent. Dean Rusk, Secretary of State after 1961, fornerly
presi dent of the Rockefeller Foundations, is as rmuch a nmenber of this
nexus as Alger Hi ss, the Dulles brothers, Jerome Geen, etc.

More than fifty years ago, the Morgan firmdecided to infiltrate
the Left-wing political novenents of the United States. This was
relatively easy to do since these groups were starved for funds and
eager for a voice to reach the people. WAll Street supplied both. The
pur pose was not to destroy, dominate, or take over but was really
three-fol d:

1) to keep inforned about the Left-wing or |iberal groups;
2) to provide themw th a nouthpiece so they could bl ow off steam
3) to have a final "veto" on their actions if they ever went radical

There was nothing really new about this decision, since other
financiers had tal ked about it and even attenpted it earlier

The best exanple of the alliance of Wall Street and Left-w ng
publicati on was "The New Republic" a magazi ne founded in 1914 by
Wllard Strai ght using Payne Witney noney. The original purpose for
establishing the paper was to provide an outlet for the progressive
Left and to guide it in an Anglophile direction. This latter task was
entrusted to Wal ter Lipprmann.

Wllard Straight, |like many Mrrgan agents, was present at the
Pari s Peace Conference in 1919.
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Page 940

The first New Republic editor,Herbert Croly wote, "O course,
the Straights could always withdraw their financial support if they
ceased to approve of the policy of the paper;and in that event, it
woul d go out of existence as a consequence of their disapproval." The
chi ef achi evemrent of The New Republic in 1914-1918 and again in 1938-
1948 was for interventionismin Europe.

Page 942

Strai ght allowed the Conmmunists to conme into the New Republic
The first to arrive was Lew Frank
Page 944

Frank joined a "Conmmuni st Research G oup" which net in the
Manhattan honme of the wealthy "Wall Street Red," Frederick Vanderbilt
Fi el d.

Page 945

To Morgan, all political parties were sinply organi zations to be
used, and the firmalways was careful to keep a foot in all canps.

Li ke the Morgan interest libraries, nuseuns and art, its
recognition of the need for social work anobng the poor went back to
the original founder of the firm George Peabody. To this same figure
may be attributed the use of tax-exenpt foundations for controlling
these activities as in the use of Peabody foundations to support
Peabody libraries and nmuseuns. Unfortunately, we do not have space
here for this great and untold story, but it mnust be renenbered that
what we do say is part of a nmuch | arger picture.

Qur concern at the noment is with the |links between Wall Street
and the Left, especially the Communists. Here the chief |ink was the
Thomas W Lanont family. Tom Lanmont was brought into the Morgan firm
as Straight several years later, by Henry P. Davison, a Mrgan
partner. Each had a wi fe who becane a patroness of Leftish causes and
two sons, of which the elder was a conventional banker, and the
youngest was a Left-w ng synpathizer and sponsor.

HUAC fil es show Tom Lanont, his wife Flora, and his son Corliss
as sponsors and financial angels to al nbst twenty extrenme Left
organi zations, including the Comunist Party itself.

Page 946

In 1951, the McCarran Committee sought to show that China had not
been lost to the Communi sts by the deliberate actions of a group of
academi c experts on the Far East and Comuni st fellow travellers whose
work in that direction was controlled and coordi nated by the Institute
of Pacific Relations (IPR). The influence of the Conmunists in the IPR
is well established but the patronage of Wall Street is |ess well
known.

The I PR was a private association of ten independent nationa
councils in ten countries concerned with affairs in the Pacific. Mney
for the American Council of the IPR canme fromthe Carnegi e Foundati on
and the Rockefeller Foundation. The financial deficits which occurred
each year were picked up by financial angels, alnost all with close
Wal |l Street connections. There can be little doubt that the IPR |ine
had many points in comon both with the Kremin's party line on the
Far East and with the State Departnent's police line in the sane area.
Clearly there were sonme Communi sts, even party menbers, involved but
it is much less clear that there was any disloyalty to the U S. There
was a great deal of intrigue both to help those who agreed with the
IPRline and to influence U S. government policy in this direction,
but there is no evidence of which | amaware of any explicit plot or
conspiracy to direct Anerican policy in a direction favorable either
to the Soviet Union or to international Comruni sm
Page 948

It must be confessed that the | PR had many of the marks of a
fellow traveller or Communi st "captive" organi zation. But this does
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not nean that the Radical Right version of these events is accurate.
For exanple, Elizabeth Bentley testified on the IPR and identified
al nost every person associated with the organi zati on as a Comuni st.
Page 949

This Radical Right fairy tale, which is not an accepted folk nyth
in many groups in America, pictured the recent history of the United
States as a well-organi zed plot of extrenme Left-wi ng el enents,
operating fromthe Wite House itself and controlling all the chief
avenues of publicity in the United States. This plot, if we are to
believe the nyth, worked through such avenues as the New York Tines,
Herald Tribute, Christian Science Mnitor, Washington Post, Atlantic
Mont hly, and Harper's Magazine and had at its core the wld-eyed and
bushy-haired theoreticians of Socialist Harvard and the London Schoo
of Economics. It was determned to bring the U S. into Wrld War |l on
the side of England (Roosevelt's first love) and Soviet Russia (his
second | ove) and, as part of this consciously planned schene, invited
Japan to attack Pearl Harbor all the while underm ning Anerica's rea
strength by excessive spending and unbal anced budgets.

Page 950

This nyth, like all fables, does in fact have a nodi cum of truth.
There does exi st and has existed for a generation, an internationa
Angl ophi |l e network which operates to sone extent in the way the
Radi cal Right believes the Conmunists act. In fact, this network,
which we may identify as the Round Tabl e Groups, has no aversion to
cooperating with the Communists, or any other groups, and frequently
does so. | know of the operations of this network because | have
studied it for twenty years and was pernitted for two years, in the
early 1960s, to examne its papers and secret records. | have no
aversion to it or to nost of its ains and have, for nmuch of ny life,
been close to it and to many of its instrunments. | have objected, both
in the past and recently, to a few of its policies but in general ny
chief difference of opinionis that it wi shes to remain unknown, and
believe its role in history is significant enough to be known.

The Round Tabl e G oups have al ready been nmentioned several tines.
At the risk of sonme repetition, the story will be summari zed here
because the American branch of this organization (sonmetines called the
"Eastern Establishnent) has played a very significant role in the
history of the United States in the |ast generation

The Round Tabl e Groups were seni-secret discussion and | obbying
groups whose original purpose was to federate the English-speaking
world along lines laid dowm by Cecil Rhodes. By 1915, Round Tabl e
groups existed in seven countries including England, South Africa,
Canada, Australia, New Zeal and, India and the United States.

Page 951

Money for their activities originally canme from Ceci| Rhodes,

J.P. Morgan, the Rockefeller and Wiitney fanm|ies and associ ates of
bankers Lazard Brothers and Mdrgan, Grenfell and Conpany.

The chi ef backbone of this organization grew up al ong the already
exi sting financial cooperation running fromthe Mrgan Bank in New
York to a group of international financiers in London |ed by Lazard
Br ot hers.

Li onel Curtis established in England and each domi nion a front
organi zation to the existing |local Round Table Goup. This front
organi zation called the Royal Institute of Public Affairs, had as its
nucl eus in each area the existing subnmerged Round Tabl e G oup
Page 952

In New York, it was known as the Council on Foreign Relations and
was a front for J.P. Mdrgan and Conpany in association with the very
smal | American Round Tabl e Group. The Anmerican organi zers were
dom nated by the | arge nunber of Moyrgan "experts" including Lanont and
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Beer, who had gone to the Paris Peace Conference and there becane
close friends with the simlar group of English "experts" which had
been recruited by the MIner group. In fact, the original plans for
the Royal Institute and the Council on Foreign Rel ations.

In 1928, the Council on Foreign Relations was doni nated by the
associ ates of the Mrgan bank. Closely allied with this Mrgan
i nfluence were a small group of WAll Street |awers whose chi ef
figures were Elihu Root, John W Davis, the Dulles Brothers, John J.
Med oy.

Page 953

On this basis, there grewup in the 20th century a power
structure between London and New York which penetrated deeply into
university life, the press, and the practice of foreign policy.

The Anerican branch of this "English Establishnment” exerted much
of its influence through five American newspapers (New York Tinmes and
Heral d Tribune, Christian Science Mnitor, Washington Post, Boston
Evening Transcript). It mght be pointed out that the existence of
this Wall Street Anglo-Anerican axis is quite obvious once it is
pointed out. It is reflected by the fact that such Wall Street
| um naries such as John W Davis, Lewi s Douglas, Jock Witney and
Douglas Dillon were appointed to be American anbassadors in London

Thi s doubl e international network in which the Round Tabl e groups
formed the sem -secret or secret nuclei of the Institutes of
International Affairs was extended into a third network for Pacific
Affairs in 1925 by the sanme people for the sane notives.

Page 954

The chief ains of this el aborate, seni-secret organization were
| argely commendabl e: to coordinate the international activities and
outl ooks of all the English-speaking world into one; to work to
mai ntai n peace; to help backward, colonial, and underdevel oped areas
toward prosperity along the lines somewhat sinilar to those taught at
Oxford and the University of London

These organi zati ons and their financial backers were in no sense
reactionary or Fascistic persons, as Communi st propaganda woul d |i ke
to depict them Quite the contrary, they were gracious and cul tured
gent | enen who were much concerned with the freedom of expression of
mnorities and the rule of law for all and who were convinced that
they could forcefully civilize the Boers, the Irish, the Arabs, and
the H ndus, and who are |largely responsible for the partitions of
Ireland, Palestine, and India. If their failures now | oomlarger than
their successes, this should not be allowed to conceal the high
motives with which they attenpted both.

It was this group of people, whose wealth and influence so
exceeded their experience and understandi ng, who provided nuch of the
framework of influence which the Conmuni st synpathizers and fell ow
travellers took over in the United States in the 1930s. It nust be
recogni zed that the power of these energetic Left-w ngers exercised
was never their own power or Comuni st power but was ultimately the
power of the international financial coterie, and, once the anger and
suspi ci ons of the Anerican people were aroused as they were in the
1950s, it was a fairly sinple matter to get rid of the Red
synpat hi zers. Before this could be done, however, a congressiona
committee, follow ng backward to their source the threads which | ed
fromthe adnmitted Communi sts |ike Wittaker Chanbers, through Al ger
Hi ss, and the Carnegi e Endowent to Thonas Lanont and the Morgan Bank,
fell into the whole conplicated network of the interlocking tax-exenpt
foundations. The Eighty-third Congress set up in 1953 a Speci al Reece
Conmittee to investigate Tax-Exenpt Foundations. It soon becane cl ear
that people of imense wealth would be unhappy if the investigation
went too far and that the "nost respected" newspapers in the country,
closely allied with these nmen of wealth, would not get excited enough
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about any revelations to nake the publicity worthwhile. An interesting
report showing the Left-wi ng associations of interlocking nexus of
t ax- exenpt foundations was issued in 1954 rather quietly.. Four years
| ater, the Reece Commttee's general counsel, Rene A Wornser, wote a
shocked, but not shocking, book on the subject called "Foundations:
Their Power and | nfluence."
Page 956

Jerone Green is a synbol of much nore than the Wall Street
influence in the IPR He is also a synbol of the relationship between
the financial circles of London and those of the eastern U. S. which
reflects one of the nbst powerful influences in 20th century Anerican
and world history. The two ends of this English-speaking axis have
sonetimes been called, perhaps facetiously, the English and Anerican
Establ i shnents. There is, however, a considerable degree of truth
behind the joke, a truth which reflects a very real power structure.
It is this power structure which the Radical Right in the US. has
been attacking for years in the belief they are attacking the
Comuni sts. These misdirected attacks did much to confuse the Anerican
peopl e in 1948-1955. By 1953 nost of these attacks had run their
course. The American people, thoroughly bewi |l dered at the w despread
charges of twenty years of treason and subversion, had rejected the
Denocrats and put into the Wite House a war hero, Ei senhower. At the
time,two events, one public and one secret, were still in process. The
public one was the Korean War; the secret one was the race for the
t her monucl ear bonb.

CHAPTER XVI11: NUCLEAR RI VALRY AND COLD WAR,
RACE FOR THE H BOVB 1950- 1957
Page 965
On March 1, 1954, we exploded our first real thernonuclear bonb
at Bikini atoll. It was a horrifying device which spread deat h-dealing

radi oactive contam nation over nore than 8,000 square mles and
injurious radiation over nuch of the world.
Page 968

To prepare public opinion to accept use of the Hbonb, if it
becane necessary, Strauss sponsored a study of radioactive fall out
whose concl usion was prejudged by calling it "Project Sunshine." By
sel ective rel ease of some evidence and strict secrecy of other
information, they tried to establish in public opinion that there was
no real danger to anyone from nuclear fallout even in all-out nuclear
war. This gave rise to controversy between the scientists and the
Adm ni stration on the danger of fallout.

The Ei senhower through the Dulles doctrine of "nmssive
retaliation" was so deeply committed to nuclear war that it could not
permt the growth of public opinion which would refuse to accept the
use of nuclear weapons because of objections to the danger of fallout
to neutrals and non-conbatants. By 1953, this struggle becane so
i ntense that supporters of massive retaliation decided they nust
destroy the public i mage and public career of Oppenhei ner.

THE KOREAN WAR AND | TS AFTERVATH, 1950-1954
Page 970

The enphasis on nuclear retaliation to Comruni st aggression
anywhere in the world nade it necessary to draw a defence perineter
over which such aggression would trigger retaliation. At the
i nsistence of MacArthur, that perineter was drawn to excl ude Korea,
Formosa and Mai nl and China; accordingly, all American forces had been
evacuated from South Korea in June 1949
Page 971

The Soviet Union interpreted this to nean that the U S. woul d

file:///C|/Documents%20and%20Settings/me/Desk...ley,%20Carroll%20-%20Tragedy%20and%20Hope.txt (95 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

al | ow South Korea to be conquered by the North. Instead, when Russia,
through its satellite North Korea, sought to take Korea, this gane
rise to an American counteraction
Page 972

For forty-eight hours after the Korean attack, the world
hesitated, awaiting America's reaction. Truman inmediately comitted
American air and sea forces in the area south of 38 degrees and
demanded a UN condemmati on of the aggression. Thus, for the first tine
in history, a world organization voted to use collective force to stop
armed aggression. This was possi bl e because the North Korean attack
occurred at a time when the Soviet del egation was absent fromthe UN
Security Council, boycotting it as a protest at the presence of the
del egation from Nationalist China. Accordingly, the rmuch-used Sovi et
vet o was unavai |l abl e.
Page 974

The frontier was reached by UN forces as the nonth ended. The Red
Chi nese decision to intervene was nmade ni ne days after American troops
crossed the 38th parallel into North Korea. It was inevitable as Red
China could hardly be expected to allow the buffer North Korean state
to be destroyed and Anerican troops to occupy the line of the Yalu. As
soon as it became clear that Anerican forces would continue past the
38th parallel to the Yalu, the Chinese intervened, not to restore the
38th parallel frontier but to clear the U N forces from Asia
conpl etely.
Page 975

The Truman Administration, after the victory at Inchon, did not
intend to stop at the 38th parallel and hoped to reunite the country
under the Seoul governnent. It is probable that this alone triggered
the Chinese intervention

On Cctober 9, 1950, two of MacArthur's planes attacked a Russian
air base sixty-two niles inside Russian territory.
Page 977

After Truman renoved MacArthur, Republican | eaders spoke publicly
of inpeaching the President. Senator WIIliam Jenner said: This country
today is in the hands of a secret inner coterie which is directed by
agents of the Soviet Union. We nust cut this whol e cancerous
conspiracy out at once. Qur only choice is to inpeach the president
and find out who is the secret invisible government which has so
cleverly led our country down the road to destruction."
Page 979

On the whol e, neo-isolationist discontent was a revolt of the
i gnorant against the informed or educated, of the nineteenth century
agai nst the insoluble problens of the twentieth, of the Mdwest of Tom
Sawyer agai nst the cosnopolitan East of J.P. Mdrgan and Conpany, of
ol d Siwash agai nst Harvard, of the Chicago Tribune agai nst the
Washi ngt on Post or New York Tines, of sinple absol utes agai nst conpl ex
relativisnms, of immediate final solutions against |ong-range parti al
alleviations, of frontier activism agai nst European though, a
rejection, out of hand, of all the conplexities of Iife which had
ari sen since 1915 in favor of a nostalgic return to the sinplicities
of 1905, and above all a desire to get back to the inexpensive,
thoughtl ess, and irresponsible international security of 1880.
Page 980

This neurotic inpulse swept over the U S. in a great wave in the
years 1948- 1955, supported by hundreds of thousands of self-seeking
i ndi vi dual s, especially peddlers of publicity and propaganda, and
financed no longer by the relatively tied-up funds of declining Wl
Street international finance, but by its successors, the freely
avai |l abl e wi nnings of self-financing industrial profits from such new
industrial activities as air power, electronics, chenicals, which
pretended to themselves that their affluence was entirely due to their
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own cleverness. At the head of this list were the newmllionaires |ed
by the Texas oil pluggers whose fortunes were based on tricky tax
provi si ons and governnent -subsi di zed transportati on systens.

Page 982

The Kremin was quite wiling to keep Anerica's nmen, noney, and
attention tied down in Korea.
Page 985

During Truman's | ast four budgets, expenditures on nationa
security increased from$13 billion in 1950 to $50 billion in 1953.
THE El SENHONER TEAM 1952- 1956
Page 986

The Korean War disrupted the pleasures of the postwar econonic
boomwith mlitary service, shortages, restrictions and cost-of-1living
inflation which could not help but breed discontent. And through it,
all the nmobilized wealth of the country, in alliance with nost of the
press, kept up a constant barrage of "Comunists in Washi ngton,"
"twenty years of treason." In creating this picture, the | eaders of
the Republican Party totally comitted thenselves to the nyths of the
neo-i sol ationi sts and of the Radical R ght.

I'n June 1951, Senator MCarthy delivered a speech in the Senate
of 60,000 words attacking General Marshall as a nman "steeped in
fal sehood" who has "recourse to the lie whenever it suits his
conveni ence," one of the architects of Anerica's foreign policy nade
by "men high in Governnent who are concerting to deliver us to
di saster, a conspiracy so black that when it is finally exposed, its
principals shall be forever deserving of the maledictions of all
honest nen."

Page 987

Ei senhower had no particul ar assets except a bland and ami abl e
di sposition conbined with his reputation as a victorious general. He
al so had a weakness, one which is frequently found in his profession,
the conviction that anyone who has becone a millionaire, even by
i nheritance, is an authoritative person on al nost any subject.

Page 988

If elected, he would go to Korea to nake peace. Although hinself
not a neo-isolationist or a reactionary, Ei senhower had few deep
personal convictions and was eager to be president. Wen his advisers
told himthat he nust collaborate with the Radical R ght, he went al
the way, even to the extent of condoning McCarthy's attack on Cenera
Mar shal | when he, under McCarthy's pressure, renpved a favorable
reference to Marshall froma Wsconsin speech

Ei senhower allotted the functions of governnent to his Cabinet
menbers ("eight mllionaires and a plunber")

Page 991

Attorney General Herbert Brownell confided to a businessnen's
| uncheon in Chicago that President Truman, knowi ng that Harry Dexter
White was a Russian spy, had pronoted himfrom assistant secretary of
the treasury to executive director of the U S. Mssion to the
I nternational Monetary Fund in 1946. The House Committee on Un-
American activities at once issued a subpoena to the ex-President to
testify which was ignored.

McCarthy's attacks on the U S. Information Agency overseas
libraries led to burning of books |ike Tom Sawer and Robi n Hood as
subversive (Robin Hood stole fromthe rich and gave to the poor,
clearly a Communi st tactic).

Page 992

Dul I es publicly announced the conception of "massive retaliation"
before the Council on Foreign Relations on January 12, 1954.
Page 995

WL. Borden wote a letter to J. Edgar Hoover stating that "J.
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Robert Oppenheiner is an agent of the Soviet Union." This charge was
supported by a biased rehash of all the derogatory stories about
Qppenhei ner and was nmade up of wild charges which no responsible
person has ever been willing to defend.” On the basis of this letter
and at the direct order of President Ei senhower, Chairnman Strauss
suspended Oppenheiner's security clearance.
Page 998

Br oadest of the three narrowing circles of outlook was a viol ent
neurotic rebellion of harassed m ddl e-cl ass persons agai nst a | ong-
time challenge to middle-class values arising fromdepression, war,
insecurity, science, foreigners, and mnority groups of all kinds.

Publ i c opinion always supported | arge defence forces.

Publ i ¢ opi nion gave nuch | ess support to foreign aid.

These statenents based on public opinion polls.
THE RI SE OF KHRUSHCHEV, 1953-1958
Page 1009

Imedi ately after Stalin's death, the "collective | eadership" was
headed by Mal enkov, Beria and Mol otov. Ml enkov supported a policy of
rel axation with increased enphasis on production of consuners goods
and rising standards of living, as well as increased efforts to avoid
any international crises which mght lead to war; Beria supported a
"thaw' in internal matters, with | arge-scale amesties for politica
prisoners as well as rehabilitation of those already |iquidated;
Mol ot ov continued to insist on the "hard" policies of Stalin with no
rel axation of donmestic tyranny.
Page 1010

WId runors and and some rel axation, at Beria's behest, in East
Germany, gave rise to false hopes and on June 16, 1953, these workers
rose up agai nst the Comuni st governnent. These uprising were crushed
with the full power of the Soviet occupation arnored divisions. Using
this as an excuse, the Kremin | eaders suddenly arrested Beria and
shot him

The overthrow of the master of terror was followed by an
extensive curtailnent of the secret police and its powers. Secret
courts were abol i shed.
Page 1011

The gradual elimnation of Ml otov found Khrushchev as the
chanpi on of "thaw' in the Cold VWar
Page 1012

Khrushchev's six-day visit to Tito is of great inportance because
it showed Russia in an apologetic role for a nmajor past error and
because it reversed Stalin's rule that all Comunist parties
everywhere nust follow the Kremin's | eadership such that "differences
in the concrete application of Socialismare the exclusive concern of
i ndi vidual countries." En route hone, he stopped in Sofia and pl ace
the fuse in another, even larger, stick of dynamte, by a secret
denunci ation of Stalin personally as a bloodthirsty tyrant. Back in
Moscow, Khrushchev won over the mpjority by arguing that the loyalty
of the satellites, and especially their vital econom c cooperation,
could be ensured better by a | oose | eash than by a club
Page 1013

The Russi ans spoke favorably about di sarmanent which, to them
meant total renunciation of nuclear weapons and drastic cuts in ground
forces, a conbination which would nake the United States very weak
agai nst Russia while |leaving Russia still dom nant in Europe.
Page 1012

The Geneva Conference di scussions were conducted in an
unpr ecedent ed at nosphere of friendly cooperation which cane to be
known as the "Geneva spirit" and continued for several years and was
never conpletely overcone even when natters were at their worst
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following the U-2 incident of 1960 and the Cuban crisis of 1962
Page 1016

At the Twentieth Party Congress in February 1956, the first
speech of 50,000 words delivered by Khrushchev over seven hours urged
the need for coexistence with the West and references to the
possibility of peaceful rather than revol utionary change from
capitalismto Socialism

The real explosion came at a secret all-night session on July 24
in a 30,000 word speech where Khrushchev nade a horrifying attack on
Stalin as a bloodthirsty and denented tyrant who had destroyed tens of
t housands of |oyal party nmenbers on falsified evidence. The ful
ni ght mare of the Soviet system was reveal ed.

Page 1017

A few passages fromthis speech:

"This concept "eneny of the people" elininated any possibility of
rebuttal. Usually, the only evidence used, against all the rul es of
nmodern | egal science, was the confession of the accused, and as
subsequent investigation showed, such "confessions" were obtained by
physi cal pressure on the accused. The fornula "eneny of the people”
was specifically introduced for the purpose of physically annihilating
t hese persons.

How is it that a person confesses to crinmes that he has not
committed? Only in one way - by application of physical pressure,
tortures, taking away of his human dignity.

Page 1019

The "secret speech" also destroyed Stalin's reputation as a
mlitary genius:

"Stalin said that the tragedy of the war resulted fromthe
unexpected attack by the Germans. This is conpletely untrue. Churchil
warned Stalin that the Germans were going to attack. Stalin took no
had and warned that no credence be given to information of this sort
not to provoke a German invasion. Had our industry been nobilized
properly and in time to supply the arnmy, our wartinme | osses woul d have
been decidedly small er.

Very grievous consequences followed Stalin's destruction of nany
mlitary commanders during 1937-1941 because of his suspiciousness and
fal se accusations. During that tinme, |eaders who had gained military
experience in Spain and the Far East were al nost completely
| i qui dat ed.

Page 1021

Stalin's 1948 "Short Bi ography” is an expression of npst
dissolute flattery, making a man into a god, transformng himinto an
infallible sage, "the greatest |eader and nost sublinme strategist of
all tinmes and nations." W need not give exanples of the | oathsone

adul ation filling this book. They were all approved and edited by
Stalin personally. He added "Al though he perforned his task of |eader
of the people with consummate skill and enjoyed the unreserved support

of the whole Soviet people, Stalin never allowed his work to be marred
by the slightest hint of vanity, conceit, or self-adulation.” 1'lI
cite one nore insertion by Stalin: "Conrade Stalin's genius enabl ed
himto divine the eneny's plans and defeat them The battles in which

Conrade Stalin directed the Soviet armies are brilliant exanples of
operational nmilitary skill." "
Page 1022

By directing all the criticismof Stalin personally, he
excul pated hinmself and the other Bol shevik survivors who were fully as
guilty as Stalin was - guilty not nmerely because they acquiesced in
Stalin's atrocities fromfear, as adnitted in Khrushchev's speech, but
because they fully cooperated with him

A study of Khrushchev's life shows that he defended Stalin's acts
whi ch caused the deaths of nillions. The fault was not nerely with
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Stalin; it was with the system it was with Russia.

The nore conpletely total and irresponsi ble power is concentrated
in one nman's hands, the nore frequently will a nonster of sadism be
pr oduced.

The very structure of Russian |ife drove Khrushchev, as it had
driven Stalin, to concentrate all power in his own hands. Neither nman
could relax halfway to power for fear that soneone else would continue
on, seeking the peak of power. The basis of the whole systemwas fear
and like all neurotic drives in a neurotic system such fear could not
be overcone even by achievenent of total power. That is why it grows
into paranoia as it did with lvan the Terrible, Peter the Geat, Paul
I, Stalin and others.

Page 1031

Having failed to bl ock Khrushchev's econom ¢ plans, his rivals in
the Presidiumwere reduced to a |ast resort, they had to get rid of
the man hinmself. At a Presidiumneeting on June 18, 1957, the notion
was nmade to renove Khrushchev as the first party secretary. The
di scussi on grew violent with Ml enkov and Ml otov attaching and
Khrushchev defending hinself. He was accused of practicing a "cult of
personality" and of econom ¢ m smanagenent. The vote was 7-4 agai nst
himw th M koyan, Kirichenko and Suslov his only supporters. He was
of fered the reduced position of mnister of agriculture.

Page 1032

Khrushchev refused to accept the result, denying that the
Presidiumhad the authority to renove a first secretary, and appealing
to the Central Conmittee. The nmenbers of this larger group joined in
the di scussions as they arrived whil e Khrushchev's supporters sought
to delay the vote until his nen could cone in fromthe provinces
Mar shal | Zhukov provi ded planes to bring in the nore distant ones. The
di scussi on became bitter when Zhukov threatened to produce evi dence
that Mal enkov and Mol ot ov had been deeply involved in the bl oody
purges of 1937. Madane Furtseva, an alternate nenber of the Presidium
filibustered with a speech for six hours. Eventually, there were 309
menbers present. Wien the vote was finally taken, Khrushchev's
supporters voted for himsolidly and his renoval, already voted by the
Presidium was reversed. Khrushchev at once counterattacked. He noved
and carried the expul sion fromthe Presidi umof Ml enkov, Ml otov,
Kaganovi ch and Shepilov for "anti-party" activities. Then cane the
election of a new Presidiumwith fifteen full menbers instead than the
previous el even, and nine alternates instead of the previous six.

Thi s change was Khrushchev's npst snashing personal victory and
the nost significant event in Russia's internal history. It |ed
Khrushchev to a position of political power nore conplete than
Stalin's had been although it was clear that Khrushchev woul d never be
all oned to abuse his power the way Stalin had done.

Page 1033

Khrushchev did not rest on his oars. During the sunmer of 1957,
he made notabl e concessions to the peasants (endi ng conpul sory
deliveries fromproducts of their personal plots), slamed down the
lid on freedomof witers and artists, pushed vigorously both the
"virgin lands" scheme and the decentralization of industry, and worked
to curtail the grow ng autonony of the arnmed forces and revived trade
unions into the new regi onal econonic councils.

Page 1034

Russi an objection to city-bonbing or to strategic terror of the
V-2 kind as ineffective and a waste of resources was undoubtedly
si ncere.

The Sovi et Union has no idea of being able to achieve nmilitary
victory over the United States sinply because they have no nethod of
occupying the territory of the United States at any stage in a war

file://IC|/Documents%20and%20Settings/me/Des...ey,%20Carroll%20-%20Tragedy%20and%20Hope.txt (100 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

Page 1035

They are unlikely to use nucl ear weapons first although fully
prepared to resort to themonce they are used by an eneny.
Page 1036

However such a war is regarded by the Soviet |eaders as highly
undesirable while they, in a period of alnbost endless cold war, can
seek to destroy capitalist society by nonviolent nmeans. This theory of
"ni bbling" the capitalist world to death is conbined with a tactic
which woul d resist "capitalist inperialism by encouraging "anti -
colonialism"

Stalin and Dulles saw the world largely in black-and-white terns:
who was not with them was obviously agai nst them
Page 1037

Stalin did not see the possibility of colonial areas becom ng
non- Comuni st and non-col oni al i ndependent states and rebuffed the
| ocal native groups. Khrushchev did the opposite.
Page 1038

This shift in the Soviet attitude toward neutralismwas hel ped by
Dul | es' refusal to accept the existence of neutralism His rebuffs
tended to drive those areas which wanted to be neutral into the arns
of Russian because the new nations of the devel oping Buffer Fringe
val ued their independence above all el se. The Russi an acceptance of
neutralismmay be dated about 1954 while Dulles still felt strongly
adverse to neutralismfour or five years later. This gave the Soviet
Uni on a chronol ogi cal advantage to conpensate for its many
di sadvantages in the basic struggle to win the favor of the neutrals.
THE COLD WAR | N EASTERN AND SOUTHERN ASI A, 1950- 1957
Page 1039

By 1939, there was only one independent state in southeast Asia:
Siam Thus all southeast Asia, except Thail and, was under the col onial
dom nation of five Wstern states in 1939

French | ndochi na energed from Japanese occupation as the three
states of Vietnam Laos, and Canbodi a, each clai m ng i ndependence.
Efforts by the European Powers to restore their prewar rule led to
viol ent clashes with the supporters of independence. These struggl es
were brief and successful in Burma and I ndonesia but were very
protracted in I ndochina.
Page 1042

In all these areas, native nationalists were inclined to the
political Left, if for no other reason than the fact that the
difficulties of capital accunulation and i nvestnent to finance
econom c i nprovenents could be achieved only under state control. In
sonme cases, such Communi sm may have been ideol ogi cal but innpbst cases,
it involved little nore than the desire to play off the Soviet Union
and China against the Western inperialist Powers.
Page 1042

A conmmuni st revolt in the Philippines had al ready begun and was
joined by simlar uprisings in Burna, |ndonesia, and Mal aya. Most of
these revolts took the formof agrarian agitations and arned raids by
Conmuni st guerrilla jungle fighters. Since the operated on a hit-and-
run basis and had to live off the | ocal peasantry, their exploitation
of peasant life eventually nade them decreasingly welconme to this very
group for whomthey pretended to be fighting.

In the Philippines, the rebels were smashed in 1953. In
I ndonesi a, Sukarno repressed the insurrection and executed its
| eaders. In Mal aya, the Communi sts were systenmatically hunted down and
destroyed by British troops. In Burna, they weren't elimnated unti
1960.

The real problemwas |Indochina. There, the French Arny was
unconprom sing and Conmuni st | eadership was skillful. As a result, the
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struggl e becane part of the Cold War. The Mal ay peninsula is dom nated
by a series of nountain ranges with their intervening rivers running
sout hward from Chi nese Yunnan. These rivers fan out into fertile

al luvial deltas which produce surplus foods for undermandi ng peopl es.
Page 1043

I ndochi na brought considerable wealth to France. After the
Japanese withdrawal, the Paris governnent was reluctant to see this
wealth, chiefly fromthe tin mnes, fall into native groups and by
1949, decided to use force to recover the area.

pposed to the French effort was Ho Chi M nh, a nenber of the
French Comuni st Party. Ho had set up a coalition governnment under his
Viet Mnh Party and procl ai mred i ndependence for Vietnam (chiefly
Tonki n and Annam) in 1945, while French troops, in a surprise coup,
seized Saigon in the south. Ho received no support fromthe Kremin.

At first, Ho sought support fromthe United States but after the
establishment of Red China in 1949, he turned to that new Conmuni st
state for help. Mao's governnment was the first state to give Vietnam
di pl omatic recognition (January 1950) and at once began to send
mlitary supplies and gui dance. Since the U S. was granting extensive
aid to France, the struggle in Vietnam becane, through surrogates, a
struggl e between the United States and China. In world opinion, this
made the U.S. the defender of European inperialismagainst anti-
colonial native nationalism

During this turnmoil, independent neutralist governnents cane into
exi stence in Laos and Canbodi a. Both states accepted aid from whoever
woul d give it and both were rul ed by an unstabl e bal ance of pro-
Conmuni sts, neutralists, and pro-Wsterners, all with arned
supporters. On the whole, the neutralist group was | argest and the
pro-Western was the smallest but could obtain support from America's
weal th. The decisive influence was that the Conmmuni sts were prepared
to accept and support neutralismyears before Dulles would condone it.
Page 1044

The readi ness of Dulles and the French Army to force a showdown
in Vietnam was unacceptable to the British and nany in France. Qut of
this came a Soviet suggestion for a conference on Indochina in Geneva.

By early 1954, the Communi st guerrillas were in control of nost
of northern Indochina, were threatening Laos, and were pl aguing
villages as far south as Sai gon. About 200,000 French troops and
300,000 Vietnanese mlitia were tied in knots by about 335,000 Viet
M nh guerrillas. France was being bled to death with nothing to show
for it.

By the end of March 1953, the outer defences of the French strong
point at Dien Bien Phu were crunbling. The French chief of staff found
Dulles ready to risk all-out war with Red China by authorizing direct
Aneri can intervention in Indochina. As usual, Dulles thought that
wonders coul d be achieved by air strikes al one agai nst the besiegers
of Dien Bien Phu and for a few day, at Dulles' prodding, the United
States tottered "on the brink of war." Dulles proposed "a united
action policy:" "If Britain would join the United States and France
woul d agree to stand firm the three Western states could conbine with
friendly asian nations to oppose comruni st forces.

Page 1045

Presi dent Ei senhower agreed but his calls to Churchill and Eden
found the British governnent opposed to the adventure because the
Si no- Sovi et Treaty of 1950 bound Russia to cone to the assistance of
China if it were attacked by the United States as Dull es contenpl at ed.

During the 1954 Far Eastern Geneva Conference, two Anerican
aircraft carriers, |oaded with atom c weapons, were cruising the South
China Sea, awaiting orders from Wshington to hurl their deadly bonbs
at the Conmuni st forces besieging the 15,000 exhausted troops trapped
at Dien Bien Phu. |In Washington, Admiral Radford was vigorously
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advocati ng such aggressive action on a generally reluctant governnent.
In Paris, public outrage was rising over |Indochina where the French
had expended 19,000 lives and $8 billion without inproving matters a
particle. The fall of Dien Bien Phy on May 7th led to the fall of the
French governnent. The new prinme mnister prom sed a cease-fire or his
own retirement within 30 days. He barely met the deadli ne.

The 1 ndochi nese settlenent of July 20, 1954 was basically a
conprom se, sone of whose elenments did not appear in the agreenent
itself. A Communist North Vietnam state was recogni zed north of the
17th parallel and the rest was left in three states: Laos, Canbodia
and Sout h Vi et nam

The new state systemwas brought within the Dulles network of
trip-wire pacts on Septenber 8, 1954 when Britain, France, Australia,
New Zeal and, Paki stan, Thailand, Philippines and the U S. forned the
Sout h- East Asia Treaty Organi zation (SEATO and extended their
protection to Laos, Canbodia and South Vi et nam

The Geneva agreenent was to neutralize the Indochina states but
was apparently not acceptable to the Dulles brothers and any possible
stability in the area was soon destroyed by their activities,
especially through the Central Intelligence Agency (ClIA) seeking to
subvert the neutrality of Laos and South Vi etnam by channeling
mllions in Arerican funds to Right-wing arny officers, building up
large mlitary forces, rigging elections, and backing reactionary
coups d'etat.

Page 1046

These techni ques nmight have been justified in the eyes of the CIA
if they had been successful but, on the contrary, they alienated the
mass of the natives in the area, brought nunerous recruits to the
Left, gave justification for Comruni st intervention fromNorth
Vi etnam disgusted our allies in Britain, France, Burma, India and
el sewhere, and by 1962 had al nost destroyed the American imge and
position in the area.

In Laos, the chief political figure was Prince Phourmn, |eader of
the neutralist group, who tried to keep a bal ance between the
Comuni st Pathet Lao on his Left and the Anerican-subsidi zed
politicians and militarists | ed by General Nosavan on his R ght.
Anerican aid was about $40 million a year of which about $36 mllion
went to the arnmy. This was used, under Anmerican influence, as an anti -
neutralist rather than an anti-Leftist influence culmnating in a
bungl ed arny attack on two Pathet Lao battalions in 1959 and openly
rigged elections in which all the Assenbly seats were won by Right-
wi ng candidates in 1960. |In August 1960, an open revolt in behalf of
the neutralist Phouna gane rise to a Right-wing revolution | ed by
General Nosavan. This drove the neutralists in the arns of the Pathet
Lao.

The SEATO Council refused to support the American position, the
Laotian arny was reluctant to fight, and the Arerican mlitary nission
was soon involved in the confused fighting directly.

The Anerican bungle in Laos was repeated, with variations,
el sewhere in southern and southeastern Asia. In South Vietnam
American aid, largely mlitary, anmounted to about two thirds of the
country's budget, and by 1962, it had reached $2 billion. Such aid,
which provided little benefit for the people, corrupted the
gover nnent, weakened the swol |l en defense forces, and set up a chasm
between the rulers and people which drove the best of the latter
Leftward, in spite of the exploitative violence of the Comuni st
guerrillas. A plebiscite in 1955 was so rigged that the Anerican-
supported candi date won over 98% of the vote. The election of 1960 was
simlarly managed, except in Saigon, the capital, where nmany people
refused to vote. As m ght have been expected, denial of a fair ballot
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led to efforts to assassinhate the Anerican-sponsored President, D em
and gave rise to w despread di scontent which nade it possible for the
Conmruni st guerrillas to operate throughout the country. The Anmerican-
sponsored nmilitary response drove casualties to a high sustained
figure by 1962 and was uprooting peasantry throughout the country in
an effort to establish fortified villages which the British had

i ntroduced with success in Ml aya.

Page 1047

These errors of Anerican policy, which were repeated in other
pl aces, arose very largely fromtw factors
1) American ignorance of |ocal conditions which were passed over in
ani mosity agai nst Russia and China;

2) Anerican insistence on using nmilitary force to overcone |oca
neutral i smwhich the mass of Asiatic people wanted.

The American militarization of both Thailand and South Vi etnam
was used to increase pressure on Canbodi a which was driven to seek
support for its independence from Chi na and Russi a.

North Vietnam had a deficiency of food while South Vietnam |ike
all delta areas, is a zone of rice surplus and thus a shining target
for North Vietnanese aggression

The coll apse of the world price of rice at the end of the Korean
War left Burma with an unsellable surplus of alnbst two nmillion tons.
Wthin the next three years, Burna signed barter agreenents with Red
Chi na and Sovi et Europe by which Burma got rid of a third of its
surplus each year in return for Comuni st goods and technica
assi stance. These returns were so poor in quality, high in price and
poorly shipped that Burnma refused to renew the agreenments in 1958.
SOUTHERN ASI A

Farther west, in southern Asia (correctly called the Mddl e East
fromthe Persian Gulf to Burma) Anerican bungling al so opened may
opportunities for Soviet penetration which the Soviets failed to
exploit.

Page 1048

India was determned to be neutral; Pakistan was willing to be an
ally of the United States.
Page 1049

The partition of India before independence in 1947, as in
Pal estine and earlier in Ireland, received strong inpetus fromthe
Round Table G oup, and in all three cases, it led to horrors of
violence. In India' s case, the partition was a butchery rather than a
surgical process. Inposed by the British, it cut off two areas in
nort hwestern and northeastern India to forma new Miuslimstate of
Paki stan (cutting right through the Sikhs in the process). The two new
nati ons began under two new | eaders. In the post-partition confusion,
mnorities on the wong sides of the lines sought to flee, as
refugees, to India or Pakistan, while the Sikhs sought to establish a
new honel and by externinating Miuslins in East Punjab. In a few weeks,
al nost 200,000 were killed and twelve million were forced to flee as

ref ugees.

The two sections of Pakistan were separated from each ot her by
1,100 nmiles of India territory, its boundaries irrational, its
economni ¢ foundations torn to shreds by the partition
Page 1050

In 1958, martial |aw was established and General Khan becane
president. Under military rule, a sweeping |and-reform program
restricted owners to 500 irrigated or 1000 non-irrigated acres with
the surplus distributed to existing tenants or other peasants. Forner
| andl ords recei ved conmpensation in |ong-term bonds.

Page 1052

The American insistence on the non-comitted nations adopting

anti-Soviet |ines opened the way for the Soviet to pose as the friend

file://IC|/Documents%20and%20Settings/me/Des...ey,%20Carroll%20-%20Tragedy%20and%20Hope.txt (104 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

of such nations by supporting their neutralism
Page 1053

At the end of World War 11, about 80 percent of Iran's popul ation
were peasants. Four fifths of the |and was al nbst entirely usel ess,
bei ng either nmountainous or arid. Moreover, the peasants who tilled
the | and were nmuch oppressed by heavy rents to absentee | andl ords who
al so controlled, as separate rights, essential access to water. Only
about a seventh of the | and was owned by peasants who worked it.
Peasants retained little nore than a fifth of what they produced.

The shah has shifted the basis of his support fromthe elite
| anded group to this growi ng mddle class.

Bef ore 1914, the shah sought to raise funds for his personal use
by selling concessions and nonopolies to foreign groups. Mst of these
were exploitive of the Iranian peoples. O these, the npst inportant
was the concession for petrol eum which cane into possession of the new
Angl o- Persian Q| Conpany which cane to be controlled, through secret
stock ownership, by the British governnent.

Page 1054

At the end of World War |, Iran was a battl eground between
Russian and British arned forces. By 1920, the withdrawal of British
forces left the anti-Bol shevi k Russi an Cossack Brigade as the only
significant mlitary force in the country. The chief Iranian officer
in that force, Reza Pahlavi, in the course of 1921-1925 gradually took
over control of the governnent and eventual |y deposed the inconpetent
28-year-ol d Shah Ahnad.

Pahl avi's chief aimwas to break down tribalismand localism To
this end, he defeated the autononous tribes, settled nonmadic groups in
vill ages, shifted provincial boundaries to break up local |oyalties,
created a national civil service and police force, established

national registration with identity cards for all, and used universa
conscription to mingle various groups in a national arny.
Al'l these projects needed noney and the chief resource, oil, was

tied up conpletely in the concession held by the AIOC with the
inevitable result that it becane the target of the Iranian nationali st
desire for traditional devel opnent funds. The older Iranian elite
woul d have been satisfied with a renegoti ated deal but the newer urban
groups denanded the conplete renoval of foreign econom c influence by
nationalization of the petrol eumindustry.
Page 1056

By 1950, the Shah put his prinme mnister in to force through the
suppl enental agreenent. Opposing groups introduced nationalization
bills. Gradually, the nationalization forces began to coal esce about a
strange figure, M. Mihammad Mssadegh, with a doctorate in Econonmics.
Politically, he was a noderate but his strong enotional appeal to
I rani an national i sm encouraged extrene reactions anong his foll owers.

The conpany insisted that its status was based on a contractua
agreenent which could not be nodified without its consent. The British
governnent mai ntained the agreenent was a matter of internationa
public law which it had a right to enforce. The Irani an gover nnent
declared it had the right to nationalize an Iranian corporation
operating under its lawon its territory, subject only to adequate
conpensati on.

The nationalist argunments agai nst the conpany were nunerous:
1) It had pronmised to train Iranians for all positions possible but
had only used themin nenial tasks, trained few natives and enpl oyed
many foreigners.
2) The conpany had reduced its paynents to Iran, which were based on
profits, by reducing the amount of its profits by bookkeeping tricks.
It sold oil at very low prices to wholly-owned subsidiaries outside
Iran or to the British Navy, allowing the former to resell at world
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prices so that AICC made small profits, while the subsidiaries nade
large profits not subject to the Iranian royalty obligations. Iran
believe that all profits should fall under the obligations. but as
|ate as 1950, AICC adnmitted that the accounts of 59 such dumry
corporations were not included in Al OC accounts.
3) AICC generally refused to pay Iranian taxes, especially incone tax
but paid such taxes to Britain; at the sane tine, it calculated the
Iranian profit royalties after such taxes so that the higher British
taxes went, the |ess the Iranian paynment becane. Thus, Iran paid
incone tax to Britain. In 1933, AIOC paid #305,000 in British taxation
and #274,000 in Iranian taxes. In 1948, the two figures were #28.3
mllion to Britain and #1.4 nmillion to Iran
Page 1057
4) The paynent to Iran was al so reduced by putting profits into
reserves or into conpany investnments outside Iran, often in
subsidiaries, and calculating the Iranian share only on the profits
di stributed as dividends. Thus in 1947, when profits were really #40.5
mllion, alnost #15 mllion went to British inconme taxes, over #7
mllion to stockholders, and only #7 nmillion to Iran. If the paynent
to Iran had been cal cul ated before taxes and reserves, it would have
received at least #6 nmillion nore that year
5) AICC s exenption fromlranian custons deprived Iran of about #6
mllion a year.
6) The conpany drew nany persons to arid and uni nhabited areas and
then provided very little of the costs of housing, education, or
heal t h.
7) AIOC as a menber of the international oil cartel reduced its oi
production and thus reduced Iran's royalties.
8) AICC continued to calculate its paynents to Iran in gold at #8.1
per ounce for years after the world gold price had risen to #13 an
ounce while the Anerican Aranto in Saudi Arabia raised its gold price
on dermand
9) AICC s nmonopoly prevented |Iran devel oping other Iranian oil fields.
As a consequence of all these activities, the Iranian
nationalists of 1952 felt angered to think that Iran had given up 300
mllion tons of oil over fifty years and obtai ned about #800 million

in profits.
The Irani an opposition to nationalization was broken in 1951 when
the prinme mnister was assassinated. The nationalization bill was

passed and at the request of the Majlis, the shah appoi nted Mdssadegh
prime mnister to carry it out. This was done with considerable
turnmoil which included strikes by Al OC workers agai nst m stined
British wage cuts, anti-British street riots and the arrival of
British gun-boats at the head of the Persian Gulf. Rather than give up
the enterprise or operate it for the Iranian governnment, Al OC began to
curtail operations and ship hone its engineers. In May 1951, it
appeal ed to the International Court of Justice in spite of Iranian
protests that the case was a donestic one, not international. Only in
July, 1952, did the court's decision uphold Iran's contention by
refusing jurisdiction.
Page 1058

At first, the U S. supported Iran's position fearing British
recal citrance would push Iran toward Russia. However it soon becane
apparent that the Soviet Union, while supporting lran's position, was
not going to interfere. The Anmerican position then becanme increasingly
pro-British and anti-Mssadegh. This was intensified by pressure from
the international petroleumcartel conprising the seven greatest oi
conpanies in the world.

As soon as Britain lost its case in the International Court of
Justice, it put into effect a series of reprisals against Iran which
rapidly crippled the country. Iranian funds were bl ocked; its
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purchases in British controlled markets were interrupted; its efforts
to sell oil abroad were frustrated by a conbination of the British
Navy and the world oil cartel (which closed sales and distribution
facilities to Iranian oil). These cut off a substantial portion of the
I rani an governnent's revenues and forced a drastic curtail ment of
gover nnent expendi tures.

Page 1059

Mossadegh broke off diplomatic relations with the British,
deported various econonic and cultural groups, and di sm ssed both the
Senate and the Irani an Suprene Court which were beginning to question
hi s acti ons.

By that tine, alnost irresistible forces were building up against
Mossadegh, since |ack of Soviet interference gave the Wst ful
freedom of action. The British, the AIOC, the world petroleumcartel,
the Anerican governnent and the older Iranian elite led by the shah
conbi ned to crush Mossadegh. The chief effort cane fromthe Cl A under
the personal direction of Allen Dulles, brother of the Secretary of
State. Dulles, a former director of the Schroeder Bank in New York. It
will be remenbered that the Schroeder Bank in Col ogne hel ped to
arrange Hitler's accession to power as chancellor in January 1933.

In the Near East, the nobs are easily roused and directed by
those who are willing to pay and Dulles had the unlimted secret funds
of the A Fromthese he gave $10 million to Col onel H. Nornan
Schwar t zkopf who was in charge of training the Inperial Iranian
Gendarnerie and this was judiciously applied in ways whi ch changed the
nmobs tune. The whol e operation was directed personally by Dulles from
Swit zerl and.

I n August Mdssadegh held a plebiscite to approve his policies.
The official vote was about two mllion approval s against twelve
hundred di sapproval s but his days were nunbered. On August 13th, the
Shah precipitated the planned anti-Mssadegh coup by nami ng Genera
Zahedi as prinme mnister and sent a nmessenger di sm ssing Mdssadegh
The latter refused to yield and called his supporters into the streets
where they rioted against the Shah who fled with his famly to Rone.
Two days |ater, anti-Mssadegh nobs, supported by the arny, defeated
Mossadegh supporters. He was forced out of office and replaced by
General Sahedi. The shah returned fromltaly on August 22nd.

Page 1060

The fall of Modssadegh ended the period of confusion. From 1953
on, the shah and the arny, backed by the conservative elite,
controlled the country and the docile Majlis. Two weeks after the
shah's countercoup, the U S. gave Iran an energency grant of $45
mllion, increased its econonic aid paynent to $23 mllion and began
to pay $5 million a nonth in Mitual Security funds. In return, Iran
becane a firm nmenber of the Western bloc. The Comuni st Tudeh Party
was relentlessly pursued after 1953.

By 1960, the shah tried a program of agrarian reform which sought
to restrict each landlord's holdings to a single village, taking al
excess | ands for paynments spread over 10 years and granting the | ands
to the peasants who worked them for paynents over 15 years. The shah's
own estates were anong the first to be distributed but by the end of
1962 over 5000 villages had been granted to their peasants.

In the neantine, the oil dispute was settled and the incones to
Iran were considerably increased averagi ng about $250 million or nore
a year.

TRAGEDY AND HOPE Chapters Xl X- XX
by Dr. Carroll Quigley
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CONTENTS
Xl X. THE NEW ERA
XX. TRAGEDY AND HOPE: THE FUTURE | N PERSPECTI VE

CHAPTER XI X: THE NEW ERA, 1957-1964
THE GROAMH OF NUCLEAR STALEMATE
Page 1088

Dul | es refused to recogni ze the right of anyone to be neutral and
tried to force all states to join the American side of the Cold War or
be condemmed to exterior darkness.

Page 1090
The so-called "mssile gap" was a mstaken idea for the U S. was
in a condition of "nuclear plenty" and of "overkill capacity" that

posed a serious problemfor the Soviet Union. It was, strangely
enough, just at that tinme (end of 1957) that two Anerican studies (the
Gai ther Report and the Special Studies Project of the Rockefeller
Br ot hers Fund) suggested the existence of a missile gap or inferiority
in mssile capacity of the United States conpared to the Soviet Union
based on the overenphasis on the "size" of Soviet rocket boosters. In
this pleasant period of self-deception, the Soviet Union entered upon
an unofficial international suspension of nuclear bonb testing from
1958 until 1961.
Page 1097

As a result of NASA's $5 billion budget, the educational system
was brought into the tenpestuous atnosphere of the frantic Anmerican
mar ket pl ace and was bei ng ransacked fromthe highest |evels down to
hi gh school and even below for talented, trained, or nmerely eager
peopl e. As the demands for such people grew and their renunerations
and opportunities increased, the substantial mnority who were not
talented, trained or eager found fewer and fewer opportunities to nake
a living and began to sink downward toward a steadily grow ng | ower
class of social outcasts and underprivileged, the socially self-
per petuating group of the inpoverished.
Page 1098

In 1959, Red China began maki ng i ncreasingly unfavorable coments
about Khrushchev's doctrines of "peaceful coexistence with capitalisnt
and the "inevitable victory of Socialismwthout war." He rul ed out
the need for war and the Soviet Union was willing to reach conpl ete
di sar rament supervi sed by nutual controls including aerial
phot ogr aphy.
Page 1101

As | ate as 1960, only 38,000 nman-days of |abor were |ost by
strikes and | ockouts in West Germany conpared to alnost half a million
in the Netherlands, 3 million in the UK and 19 millionin the US

In Germany in 1958, eight great trusts still controlled 75
percent of crude steel production, 80 percent of raw iron, 60 percent
of rolled steel, and 36 percent of coal output.

The ten percent increase each year in the Wst Gernman gross
nati onal product was sonething that could not be denied or
di sbel i eved.
Page 1102

In East Germany in 1960, alnost a million farmers were forced
into | ess than 20,000 collective farns by nmet hods of violence and
social pressure simlar to those Stalin had used. And the consequences
were simlar: agricultural production collapsed. Shortages of food
were soon followed by other shortages.
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Page 1103

Khrushchev's tal k about "peaceful co-existence" was sincere and
he sincerely wi shed to divert the Comruni st-Capitalist struggle into
non-vi ol ent areas. Thus he was sincere in his disarmnment suggestions.
Page 1105

Metternich said, "A diplomat is a nan who never allows hinself
the pleasure of a triunmph," and does so sinply because it is to the
interest of the stronger that an opponent who recogni zes the victor's
strength and is reasonable in yielding to it not be overthrown or
repl aced by another ruler who is too ignorant or too unreasonable to
do so.
Page 1108

After Russia backed down on the Cuban nissile crisis, the Wite
House received a |l ong and confused letter from Khrushchev whose tone
clearly showed his personal panic and, to save his reputation, it was
not released to the public. The next norning, the Soviet Foreign
Ofice published a quite different text, suggesting that a deal be
made di smantling both the Anerican missile sites in Turkey and the
Soviet mssile sites in Cuba. To those inside both governments, this
was recogni zed as a Soviet surrender since they knew that the Turkish
sites were obsol ete and were already scheduled to be disnmantled. It
was rejected by the Wiite House because it woul d have represented to
the world a surrender of Turkey. Instead, the Wite House replied to
an offer to renove the Russian missiles if we would lift the bl ockade
and pronise not to invade Cuba.
THE DI SI NTEGRATI NG SUPERBLOCS
LATI N AMERI CA: A RACE BETWEEN DI SASTER AND REFORM
Page 1109

The Brazilian cost of living rose 40%in 1961, 50%in 1962, and
70%in 1963.
Page 1110

Latin Anerica is not only poverty-ridden but the distribution of
weal th and inconme is so unequal that the nost ostentatious |uxury
exists for a snmall group side by side with the nost degradi ng poverty
for the overwhelmng majority. Four fifths of the population of Latin
Anerica get about $53 a year, while a nmere 100 fanmilies own 90% of the
nati ve-owned wealth of the whole area and only 30 families own 72% of
that wealth. In Brazil, half of all and is owned by 2.6% of the
| andowners while 22.5%is owned by only 1/2% of the owners. In Latin
Anerica, at least two thirds of the land is owned by 10% of the
famlies.
Page 1111

As things stood in 1960, infant nortality varied between 20% and
35%in different countries.
Page 1112

Whi | e such conditions may rouse North Anerican to outrage or
hurmani tari an synpathy, no solution can be found by enotion or
sentinmentality. The problens are not based on | ack of anything but on
structural weaknesses. Solutions will not rest on anything that can be
done to or for individual people but on the arrangenents of peopl es.
Latin American |acks the outlook that will nobilize its resources in
constructive rather than destructive directions.

Qoviously, the birthrate nust decrease or the food supply nust be
i ncreased faster than the popul ation. And some provision nust be nmade
to provide peasants with capital and know how before the great |anded
estates are divided up anong them A nore productive organization of
resources should have priority over any effort to raise standards of
I'iving.
Page 1113

We hear a great deal about Latin Anerica's need for Anerican
capital and American know how, when in fact the need for these is nuch

file://IC|/Documents%20and%20Settings/me/Des...ey,%20Carroll%20-%20Tragedy%20and%20Hope.txt (109 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

| ess than the need for utilization of Latin America's own capital and
know how. The wealth and income of Latin America, in absolute
quantities, is so great and it is so inequitably controlled and
distributed that there is an enornous accunul ati on of incones, far
beyond their consunption needs, in the hands of a small percentage of
Latin Americans. Mich of these excess incones are wasted, hoarded, or
merely used for wasteful conpetition in ostentatious social display
|largely due to the deficiencies of Latin Anerican personalities and
character.

The solution is not to redistribute incones but to change the
patterns of character and of personality formati on so that excess
inconmes will be used constructively and not wast ed.

Page 1114

At least half the value of American aid has been wi ped away by
the worsening of Latin Anerica's terns of trade which nade it
necessary for it to pay nore and nore for its inports at the sane tine
that it got less and less for its exports nmade worse by much of the
avai |l abl e supply of foreign exchange spent for self-indul gent and non
constructive spending abroad or sinply to hoard their noney in New
York, London or Switzerland. The solution nust be found in nore
responsi ble, nore public-spirited, and nore constructive patterns of
outl ook, of noney flows, and of political and social security. A
simlar solution nust be found for social deficiencies |like inadequate
housi ng, education, and social stability.

Page 1115

An Asi an despotismis a two-class society in which a | ower class
consisting of nine tenths of the popul ation supports an upper ruling
class consisting of a governing bureaucracy of scribes and priests
associated with arny | eaders, |andlords, and noneyl enders. The
essential character of an Asian despotismrests on the fact that the
ruling class has |legal claimon the working masses and possesses the
power to enforce these clains.

Page 1119

Arabi ¢ boys grow up egocentric, self-indul gent, undisciplined,

i mature, spoiled, subject to waves of enotionalism whins, passion,
and pettiness. Another aspect of Arabic society is its scorn of
honest, steady manual work, especially agricultural work. There is a
| ack of respect for nmanual work that is so characteristic of the
Paki st ani - Peruvi an axis. The Bedoui n outl ook include | ack of respect
for the soil, for vegetation, for nost animals, and for outsiders.
These attitudes are to be seen constantly as erosion, destruction of
vegetation and wild life, personal cruelty and call ousness to nost
living things, including one's fell ow man, and a general harshness and
indifference to God's creation

Page 1120

The ethical sides of Judaism Christianity and |Islam sought to
count eract harshness, egocentricity, tribalism cruelty, scorn of work
and one's fellow creatures but these efforts have net with little
success.

Page 1122

The nethod for the reformof Latin Arerica rest in the upper
class of that society. Such reformcan cone about only when the
surpluses that accunulate in the hands of the Latin Anerican oligarchy
are used to establish nore progressive utilization of Latin Anerican
resources
Page 1123

The whol e systemis full of paradox and contradiction. The
obstacle to progress and hope rests in the oligarchy because it
controls wealth and power, and al so because there is no hope at all
unless it changes its ideol ogy.
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Page 1124

World War |1, by increasing demand for Latin America's mnera
and agricultural products, pushed starvation and controversy away from
the i mmedi ate present. Latin American booned: the rich got richer; the
poor had nore children. A few poor becanme rich, or at |east richer
But nothing was done to nodify the basic pattern of Latin American
power, wealth, and outl ook
Page 1127

Until the 1952 revol ution, the Bolivians, nostly of Indian
descent, who were treated as second-cl ass persons working as
sem slaves in the nmines or as serfs on the |arge estates, had a per
capi ta annual outcome of about $100. As might be expected, the
majority were illiterate, sullen and di scouraged.

Page 1128

The Junta was overthrown in 1952. Paz Estenssoro returned from
exile to beconme president. Pressure fromthe tin miners and fromthe
peasants forced the new regine to nationalize the nines and to break
up many of the large estates. Production costs of tin rose above
mar ket price thus w ping out their forei gn exchange earnings. Wrse,
the world price of tin collapsed in 1957

The problens could hardly be handl ed because of popul ar pressures
in a denocratic country to |live beyond the country's incone. The fina
col l apse did not occur because of the efforts of President Siles and
assi stance fromthe United States.

Page 1129

If any proof were needed that radical reformfor sharing the
weal th of the few anbng the many poor is not an easy, or feasible
met hod, Bolivia's hard-working Indians, once hopel essly dull, norose,
and sullen, are not bright, hopeful, and self-reliant. Even their
clothing is gradually shifting fromthe ol der funereal black to
brighter colors and variety.

Few contrasts could be nore dramatic than that between the
Bol i vian revol utionary government (in which a noderate regi me was
pushed toward radicali smby popul ar pressures and survived, year after
year, with American assistance) and the Guatenal a revol uti on where a
Comuni st-inspired regine tried to lead a rather inert population in
the direction of increasing radicalismbut was overthrown by direct
Anerican action within three years (1951-1954).

Guatemal a i s one of the "banana republics.” The retail value of
Latin America's part of the world's trade in bananas is severa
billion dollars a year but Latin America's gets |ess than 7% of that
val ue. One reason for this is the existence of the United Fruit
Conpany which owns two nillion acres of plantations in six countries
and handl es about a third of the world' s banana sales. It pays about
$145 million a year into the six countries and clains to earn about
$26 mllion profits on its $159 million investment but this profit
figure of about 16.6%is undoubtedly far below the true figure. In
1970, 95% of the land held by United Fruit was uncul tivated.

Page 1130

Guatenal a, |ike Bolivia, has a popul ation that consists largely
of inpoverished |Indians and m xed bl oods (nestizos). From 1931 to 1944
it was ruled by the dictator Jorge Ubico, the |last of a long line of
corrupt and ruthless tyrants. When he retired to New Ol eans in 1944,
free elections chose Juan Jose Areval o (1945-1950) and Jacobo Arbenz
Guzman (1950-1954) as presidents. Reformwas | ong overdue and these
two administrations tried to provide it, becom ng increasingly anti-
Anerican and pro- Conmuni st over their nine-year rule. Wen they began,
civil or political rights were alnost totally unknown and 142 persons
(i ncluding corporations) owned 98% of the arable |and. Free speech and
press, legalized unions, and free el ections preceded the work of
reform but opposition fromthe United States began as soon as it
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becane clear that the Land Reform Act of June 1952 woul d be applied to
the United Fruit Conpany. This act called for redistribution of

uncul tivated hol di ngs above a fixed acreage or | ands of absentee
owners, with conpensation fromthe twenty year 3 percent bonds equa

to the tax value of the |ands. About 400,000 acres of United Fruit
lands fell under this |law and were distributed by the Arbenz Guznman
governnent to 180,000 peasants. This was declared to be a Comuni st
penetration by Allen Dulles, Director of the CIA which soon found an
Anerican-trai ned and American-financed Guatemal an Col onel, Carl os
Castillo Armas, who was prepared to lead a revolt against Arbenz. Wth
Ameri can noney and equi pnent, and even sone Anerican "volunteers" to
fly "surplus" American planes, Armas nounted an attack of Guatenal an
exiles frombases in tw adjacent dictatorships, Honduras and

Ni caragua." Both these countries are horrible exanples of everything a
Latin Anmerican governnent should not be, corrupt, tyrannical, cruel,
and reactionary, but they won the favor of the United States State
Department by echoing Anerican foreign policy at every turn

Ni caragua, often a target of Anmerican intervention in the past, was
decayed, dirty, and di seased under the twenty-year tyranny of

Anast asi 0 Sonpbza (1936-1956). Hi s assassination handed the country
over to be looted by his two sons, one of whom became president while
the other served as comrander of the National Guard.

Page 1131

From t hese despotic bases, the ClA-directed assault of Col one
Armas overthrew Arbenz Guzman in 1954 and established in Guatenmal a a
regine simlar to that of the Sonpbzas. Al civil and politica
freedons were overthrown, the |l and reforns were undone, and corruption
rei gned. When Arnmas was assassinated in 1957 and a noderate el ected as
his successor, the arny annulled those el ections and held new ones in
whi ch one of their own, General Fuentes, was "elected." He |iquidated
what renmi ned of Guatemal a's Socialist experinents by granting these
enterprises, at very reasonable prices, to his friends while
collecting his owmn pay of a $1 mllion a year. Discontent fromhis
associates led to a conservative arny revolt but American pressure
secured his position. The U S. could not afford a change of regine
since that country was the chief aggressive base for the Cuban exiles
attack on Cuba at the Bay of Pigs in April 1962.

The Cl A success in attacking "Communi st" Guatemala from
dictatorial Nicaragua in 1954 was not repeated in its nore el aborate
attack on "Comuni st" Cuba fromdictatorial Guatemala in 1962. In
fact, the Bay of Pigs nmust stand as the nost shameful event in U S.
history since the end of World War 1|1

The causes of the Cuban disaster, if we oversinplify, may be
organized in terns of two intersecting factors:

1) the personality deficiencies of the Cubans thensel ves such as their
lack of rationality and self-discipline, their enotionalismand
corruptibility;

2) the ignorance and ineptitude of the American State Departnment which
seens incapable of dealing with Latin Arerica in ternms of the rea
probl enms of the area but instead insists on treating it in terns of
America's vision of the world, which is to day, Anerica's politica
preconceptions and economnic interests.

Cuba is nore Spanish than nmuch of Latin Anerica and only obtained
its independence in 1898, two generations |later than the rest of Latin
America. Then, for over thirty years, until the abrogation of the
Platt Anmendment in 1934, Cuba was under Anerican occupation or the
threat of direct American intervention. It fell under American
econom ¢ dom nation by Anerican investnents on the island and by
becom ng deeply involved in the anerican narket, especially for sugar
A local oligarchy of Cubas was built up including an exploitative
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I andl ord group that had not existed previously.

Wth the establishment of the Good Neighbor Policy in 1933 and
ending the threat of Anerican direct intervention, it becane possible
for the Cubans to overthrow the tyranni cal and bl oody rule of Genera
Machado which had | asted for eight years (1925-1933).

Page 1132

The opportunity to begin a series of urgently needed and wi dely
demanded social reforms under Machado's successor, San Martin, was
| ost when the United States refused to recognize or to assist the new
regine. As a result, a ruthless Cuban arny sergeant, Fuegencio
Bati sta, was able to overthrow San Martin and begin a ten-year rule
through civilian puppets chosen in fraudul ent el ections, and then
directly as president hinself. Wen San Martin was el ected president
in 1944, he abandoned his earlier refornm st ideas and becane the first
of a series of increasingly corrupt elected regines over the next
ei ght years. The fourth such election for 1953 was prevented when
Bati sta seized power once again in 1952.

The next seven years were filled with Batista's efforts to hold
his position by violence and corruption against the rising tide of
di scontent against his rule.

One of the earliest episodes in that tide was an attenpted revolt
by a handful of youths, |led by 26-year-old Fidel Castro in eastern
Cuba on July 26, 1953. The failure of the rising gave Castro two years
of inprisonment and nore than a year of exile but at the end of 1956,
he I anded with a handful of nmen to begin guerrilla operations.
Batista's regime was so corrupt that many segnments of the arny and
m ddl e cl ass were neutral or favorable to Castro's operations. The
necessary armnms and financial support cane fromthese groups although
the core of the novenent was nade up of peasants and workers |ed by
young ni ddl e-cl ass university students.

This Castro uprising was not typical because of Castro's
fanatical thirst for power, his ruthless willingness to destroy
property or lives in order to weaken the Batista reginme, and his
doubl e nmet hod of operation, fromw thin Cuba rather than from abroad
and froma rural base, the peasants, rather than the usual urban base,
the arny, used by nost Latin American rebels.

On New Year's day of 1959, Castro marched into Havana. Wthin two
weeks, the supporters of the Batista reginme and di ssident elenments in
Castro's novenment began to be executed by firing squad.

For a year, Castro's governnment carried on reforns ained at
sati sfying the nore obvi ous denands of the di spossessed groups.
Mlitary barracks were converted into schools; the nmlitia was
permanent|y established to replace the regular arny; rural health
centers were set up; a full-scale attack was nmade on illiteracy; new
school s were constructed; urban rents were cut in half; utility rates
were sl ashed; taxes were inposed on the upper classes; the beaches,

once reserved for the rich, were opened to all; and a drastic |and
ref orm was | aunched.
Page 1133

These actions were not integrated into any viable econonic
program but they did spread a sense of well-being in the countryside
al though they curtailed the building boomin the cities, largely
rooted in Anerican investnment, and they instigated a flight of the
rich fromthe island to refuge in the US

Castro sought to export revolution to the rest of Latin Anerica.
Arms and guerrilla fighters were sent, and | ost, in unsuccessfu
efforts to invade Panana, N caragua, Haiti, and the Domi ni can
Republic. Failure of these turned himto methods of nore subtle
penetration, |argely worked by propaganda and the arming and training
of small subversive groups, especially where denocratic or progressive
regi nes seened to be devel oping as in Venezuela or Col onbia. At the
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same time, an unsuccessful effort was nade to persuade all Latin
Anerica to forman anti-Yankee front.

Al though the U S. had pronmised in 1959 to follow a policy of non-
intervention toward Cuba, these changes within the island and a visit
of Soviet Deputy Prem er Mkoyan in February 1960 forced a
reconsideration of this policy. The M koyan agreenent proni sed Cuba
petrol eum arns and other needs for its sugar followed by
establ i shnent of diplomatic relations with the Soviet Union in May and
with Red China later in the year. The Sovi et enbassy in Havana becane
a source of Communi st subversion for all Latin America al nost at once,
whil e in Septenber Khrushchev and Castro jointly domi nated the annua
session of the General Assenbly of the U N in New York.

Castro obtai ned petrol eum for Cuban sugar. Wien he insisted that

Ameri can-owned refineries in Cuba process this oil, they refused and
were at once seized by Castro
Page 1134

The U.S. struck back by reducing the Cuban sugar quota in the
Ameri can market which led, step by step, to Castro's sweeping
nationalization of foreign-owned factories on the island. The United
States retaliated by establishing a series of enbargoes on Cuban
exports to the U S. These controversies |ed Castro into an econonic
trap simlar to that into which Nasser had fallen with Egypt's cotton
Each nationalist |eader conmtted his chief foreign-exchange-earning
product (sugar and cotton) to the Soviet Union as paynent for
Conmuni st (often Czech) arns. This tied these countries to the Soviet
Uni on and deprived them of the chance to use their own source of
forei gn noney for equipnment so urgently needed for economnc
i mprovenent. By Decenber when Anerican diplomatic relations with Cuba
were broken off, the Cuban econonic decline had begun and soon reached
a point where standards of living were at least a third bel ow the
Batista | evel except for sone previously subnerged groups.

At the end of 1960, the Ei senhower Adm nistration decided to use
force to renove Castro. This decision was a major error and led to a
totally shaneful fiasco. The error apparently arose in the CIA and was
based on a conplete m sjudgnment of the apparent east with which that
agency had overthrown the Arbenz regine in Guatenala in 1954 by
organizing a raid of exiles, arned and financed by the CIA into
Guatemal a from Ni caragua. The Cl A anal yzed this apparently successful
coup quite incorrectly,since it assunmed that Arbenz had been
overthrown by the raiding exiles when he had really been destroyed by
his own arny which used the raid as an excuse and occasion to get rid
of him But on this mstaken basis, the CIA decided to get rid of
Castro by a simlar raid of Cuban exiles from Guatenal a.

This decision was worse than a crinme; it was stupid. A
unilateral, violent attack on a neighboring state with which we were
not at war, in an area where we were conmtted to multilateral and
peaceful procedures for settling disputes, was a repudiation of all
our idealistic talk about the rights of small nations and our devotion
to peaceful procedures that we had been pontificating around the world
since 1914. It was a violation of our commitnment to non-intervention
in the Anericas and specifically in Cuba. In sequence to our ClA
intervention in Guatenmala, it strengthened Latin Anerican picture of
the U S. as indifferent to Latin Anerica's growi ng demand for socia
reform

The whol e operation, patterned on Hitler's operations to subvert
Austria and Czechosl ovakia in 1938 was bungled as Hitler could never
have bungl ed anyt hing. The project was very much a Dulles brothers
job and its execution was largely in the hands of the CA
Page 1135

The plan of invasion of Cuba seens to have been drawn on typica
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Hitler lines: the expeditionary force was to establish a beachhead in
Cuba, set up a governnment on the island, be recognized by the U S as
the actual governnent of Cuba, and ask Washington for aid to restore
order in the rest of the island which it did not yet control. The C A
assured President Kennedy that if matters were allowed to go on as
they were, Castro would be strengthened in power (which was untrue)
and that the invasion woul d be success because of the Cuban people,

|l ed by the anti-Castro underground, would rise agai nst himas soon as
they heard of the | anding.

The executive conmittee of Cuban refugees in the U S., nostly
representatives of the older ruling groups in Cuba, were eager to
restore the inequitable econonmic and social systemthat had existed
before Castro. They were alienated fromthe nobst vigorous anti-Castro
groups in the Cuban underground who had no desire to turn back the
clock to the Batista era. The Cl A would not cooperate with the anti -
Castro underground because it was opposed to their wi sh for social and
economc reform Accordingly, the Cl A launched the invasion wthout
noti fying the Cuban underground. Then the attack was bungl ed.

Page 1136

This greatly strengthened Castro's prestige in Latin American
more than in Cuba itself. This in turn pernmitted himto survive a
deepeni ng wave of passive resistance and sabotage within Cuba itself,
chiefly fromthe peasants to recapture control of the Cuban
revol uti onary novenent.

Page 1138

In May 1961, Castro proclaimed that Cuba would be a socialist
state but despite his statenents, he was not in any way a convi nced
Communi st or a convinced anything el se, but was a power-hungry and
enotionally unstable individual, filled with hatred of authority
hi nsel f, and restless unless he had constant change and negal omani ac

satisfactions. His tactical skill, especially in foreign affairs, is
remar kabl e, and shows simlarity to Hitler's.
Page 1139

On the whole, the role of the U S. in Latin America has not been
such as to help either patterns or priorities, |largely because our
concern has been with what seens to be useful or better for us rather
than with what woul d be npst hel pful to them
Page 1140

Despite the enthusiasm and energy that nake it possible for them
to overthrow corrupt and tyrannical regines,it soon becomes clear that
they have little idea what to do once they get into power. As a
result, they fall under the personal influence of unstable and
i gnorant nen, the Nassers, the Perons, and the Castros who fall back
on enotionally charged programs of hatreds and spectacul ar displays of
unconstructive nationalismthat waste tinme and use up resources while
the real problens go unsol ved.

A heavy responsibility rests with the United States for this
wi despread failure to find solutions to problens all the way from
Paki stan to Peru. The basic reason for this is that our policies in
this great area have been based on efforts to find solutions to our
own problens rather than theirs; to make profits, to increase supplies
of necessary raw naterials, to fight Hitler, to keep out Comruni sm and
prevent the spread of neutralism The net result is that we are now
nmore hated than the Soviet Union and neutralismreveals itself as
clearly as it dares through the whol e area
Page 1141

The sol e consequence of the Dulles efforts to do the wong thing
al ong the Paki stani-Peruvi an axi s has been to increase what he was
seeking to reduce: local political instability, increased Comuni st
and Sovi et influence, neutralism and hatred of the U S

Al t hough the Dulles period shows nost clearly the failures of
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American foreign policy in Latin Anerica, the situation was the sane,
bot h before and since Dulles. American policy has been determ ned by
Ameri can needs and desires and not by the problens of Latin Americans.
There are four chief periods in U S. policy in Latin Arerica in the
20t h century:
1) a period of investnent and interventionism (until 1933) and was
basically a period of Anerican inperialism American noney cane as
i nvestnments seeking profits out of the exploitation of the areas
resources. There was little respect for the people thensel ves and
intervention by Anerican mlitary and diplomatic forces was al ways
close at hand as a protection for Anerican profits and i nvestnents.
2) the Good Nei ghbor Policy in 1933 reduced intervention while
retaining investnent.
3) from 1940 until 1947, our efforts to involved the are in our
foreign policy against Hitler and Japan;
4) since 1947, against the Soviet Union.

Both these efforts have been m st akes.
Page 1142

That this failure continued into the 1960s was clear in
Washington's joy at the military coup that ejected the | eft-of-center
Goul art government from Brazil in 1964 for that governnent, however
m sdirected and i nconpetent, at |east recognized that there were
urgent social and econonmic problens in Brazil demanding treatnent. No
real recognition that such problens existed was achi eved i n Washi ngt on
until Castro's revolution forced the realization

The formal agreenment for the Alliance for Progress ains and
attitudes were adnmirable but required inplenentation features that
were not covered in the Charter itself.

"W, the Anerican Republics, hereby proclaimour decision to
unite in a common effort to bring our people accel erated econonic
progress and broader social justice within the framework of persona
dignity and personal liberty. Al nost two hundred years ago we began in
this hem sphere the long struggle for freedom which now inspires
people in all parts of the world. Now we nust give a new neaning to
that revolutionary heritage. For Anerica stands at a turning point in
hi story. The nen and wonen of this hem sphere are reaching for the
better life which today's skills have placed within their grasp. They
are determined for thenselves and their children to have decent and
ever nore abundant lives, to gain access to know edge and equa

opportunity for all, to end those conditions which benefit the few at
the expense of the needs and dignity of the many."
Page 1144

These were fine words but the nethods for achieving these
desirabl e goals were only incidentally established in the Charter. On
the whole, it cannot be said that it has been a success. It's
achi evement has been aneliorative rather than structural, and this
alone indicates that it has not been a success. For unless there are
structural reforms, its econom c devel opnent will not becone self-
sustai ning or even nmanage to keep up with the growh of popul ation on
the basis of inconme per capita.

Page 1145

The failure of the Alliance for Progress to achieve what it was
touted to achieve was a result that it was not intended primarily to
be a method for achieving a better life for Latin Anericans but was
intended to be a neans of inplenmenting Anerican policy in the Cold
War. This becanme clearly evident at the second Punta del Este
Conference in 1962 where Washi ngton's exclusive control over the
granting of funds was used as a club to force the Latin Anerican
states to exclude Cuba fromthe Organization of American States. The
original plan was to cut off Cuba's trade with all Wstern Heni sphere
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countries. Atwo-thirds vote was obtained only after the nost intense
Anerican "diplomatic" pressure and bribery involving the granting and
wi t hhol ding of Anerican aid to the Alliance. Even at that, six
countries, Brazil, Mexico, Argentina, Chile, Bolivia, and Ecuador,
representing 70% of Latin America's popul ation refused to vote for the
Anerican notions.

The aid takes the formnot of nobney which can be used to buy the
best goods in the cheapest market but as credits which can be used
only in the U S. Mch of these credits goes either to fill the gaps in
the budgets or the foreign-exchange bal ances whi ch provi des the
maxi mum of | everage in getting these governnents to follow Arerica's
| ead but provides little or no benefit to the inpoverished peopl es of
t he hemni sphere.

THE JAPANESE M RACLE
Page 1148

The post-war agrarian reformredistributed the ownership of |and
by the governnent taking all individual |and holdings beyond 7.5
acres, all rented land over 2.5 acres, and the |and of absentee
| andl ords. The former owners were paid with | ong-term bonds. In turn,
peasants without land or with | ess than the nmaxi mum pernitted anount
were allowed to buy land fromthe state on a |long-term | owinterest-
rate basis. Cash rents for land were also | owered. As a result, Japan
becane a | and of peasant owners with about 90% of the cultivated | and
wor ked by its owners.

Page 1151

Agrarian reform has driven Conmuni smout of the rural areas and

restricted it to the cities, chiefly to student groups.

Page 1153
Under the Czar, Russia produced great surpluses, especially of
f ood.
COVMUNI ST CHI NA
Page 1159

Previous to the Land Reform Law of 1950, 10% of fanilies owned
53% farm | and while 32% owned 78% of the land. This left over two
thirds of such famlies with only 22% of the land. The first stage in
agrarian reform had been the "elim nation of |andlordism" The
| andl ords were elimnated with great brutality in a series of
spectacul ar public trials in which | andl ords were accused of every
crime in the book. At least 3 million were executed and several tines
that nunber were inprisoned but the totals may have been ruch hi gher
The I and thus obtained was distributed to poor peasant fanmilies with
each obtai ni ng about one-third of an acre.

The second stage sought to establish cooperative farmng. In
effect, it took away fromthe peasants the | ands they had j ust
obtai ned. The third stage constituting the basic feature of the "G eat
Leap Forward" nerged the 750,000 collective farns i nto about 26, 000
agrarian comunes of about 5,000 fam lies each. This was a socia
rather than sinply an agrarian revolution since its ains included the
destruction of the famly household and the peasant village. Al
activities of the nenbers, including child rearing, cane under the
control of the comune
Page 1160

The Conmuni st government was not involved in corruption, self-
enrichnent, and calculated inefficiency as earlier Chinese governnments
were and had both greater power and greater desire to operate a fair
rationing systembut the fact rermains that the inability of conmunized
agricultural systemto produce sufficient food surpluses to support a
communi zed industrial systemat a high rate of expansion is now
confirnmed and the need for all Comuni st regimes to purchase grain
fromthe Western countries confirns that there is sonething in the
Western pattern of living which does provide a bountiful agricultura
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system
Page 1164

A source of alienation between Mdscow and Peking is concerned
with the growing recognition that the Kremin was being driven toward
a policy of peaceful coexistence with the U S. not as a tenporary
tactical maneuver (which would have been acceptable to China) but as a
sem permanent policy since Marxist-Leninist theory envisioned the
advanced capitalist states as approaching a condition of econonc
collapse from"the internal contradictions of capitalismitself." This
crisis would be reflected in two aspects: the continued inpoveri shnent
of the working class with the consequent growh of the violence of the
class struggle in such countries and increasing violence of the
i mperialist aggressions of such countries toward each other in
struggles to control nore backward areas as nmarkets for the industria
products that the continued inpoverishnent of their own workers nade
i mpossible to sell in donestic market. The fal seness of these theories
was fully evident in the rising standards of |iving of the advanced
i ndustrial countries. This evidence of the errors of Marxist-Leninist
theories was increasingly clear to the Kremin, although it could not
be admtted, but it was quite unclear to Peking.
Page 1165

Mao Tse-tung, son of a peasant who becane weal thy on specul ation
and noneyl endi ng was born in 1893 in Hunan province.
Page 1168

There are at least half a dozen legal, minor political parties in
Red Chi na today (1966). These not only exist and are pernmitted to
participate in the governing process in a very mnor way, but they are
subject to no real efforts at forcible suppression, although they are
subject to persistent, rather gentle, efforts at conversion
Page 1170

French expenditure of $7 billion and about 100,000 |ives during
the ei ght-year struggle ended at Geneva in 1954. The Geneva agreenents
provided that all foreign mlitary forces, except a French training
group, be withdrawn from Laos. Wen the Pathet Lao showed increased
strength in the elections of May 1958, the anti-Comruni st group
conbi ned to oust Prem er Phourma and put in the pro-Wstern Sanani kone.
Thi s governnent was then ejected and replaced by a Right-wing mlitary
junta |l ed by General Nosavan in 1960; but within seven nonths a new
coup |l ed by Kong Le brought Phouma back to office. Four nonths |ater,
Nosavan once agai n replaced Phouma by mlitary force. The Conmuni st
countries refused to recognize this change and increased their
supplies to the Pathet Lao by Soviet airlift.
Page 1172

The Geneva agreenent of 1954 had recogni zed the Comuni st
governnent of North Vietnamdividing the country at the 17th parall el
but this imaginary line could not keep discontent or Conmuni st
guerrillas out of South Vietnam so |ong as the Anerican-sponsored
sout hern governnment carried on its tasks with corruption, favoritism
and arbitrary despotism These grow ng characteristics of the South
Vi et nam gover nment centered around the antics of the Diemfamly.
President Dienmls brother Nhu was the actual power in the governnent
headi ng up a sem -secret political organization that controlled all
mlitary and civil appointnments. On the Diemfanmily teamwere three
other brothers, including the Catholic Archbi shop of Vietnam the
country's anbassador to London, and the political boss of centra
Vi et nam who had his own police force

While the country was in its relentless struggle with the
Vi et cong Conmuni st guerrillas who lurked in jungle areas, striking
wi t hout warning at peasant villages that submitted to the established
governnent or did not cooperate with the rebels, the Diemfamly
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tyranny was engaged in such pointless tasks as crushi ng Sai gon hi gh
school agitations by secret police raids or efforts to persecute the
overwhel mi ng Buddhi st najority and to extend favors to the Ronan

Cat holics who were |l ess than 10% of the popul ation

When Di em became president in 1955, after the deposition of the
pro- French Enperor Bao Dai, the country had just received 800, 000
refugees from North Vi etnam whi ch the Geneva conference had yielded to
Ho Chi M nh's conmuni sts, the overwhelnming majority of which were
Roman Cat holics, raising their nunmber to over a nmillion in a
popul ation of 14 mllion. Neverthel ess, Diem nmade these Catholics the
chi ef basis of his power, chiefly recruiting the refugees into various
police forces donminated by the Diemfamly
Page 1173

By 1955, these were al ready beginning to persecute the Buddhi st
majority, at first by harassing their religious festivals and parades
but later with brutal assaults on their neetings. An attenpted coup by
arny units was crushed and the Diemrul e becane increasingly
arbitrary.

American mlitary assistance tried to curtail the depredations of
the Conmuni st guerrillas. The intensity of the guerrilla attacks
steadily increased following Diems re-election with 88% of the vote
Anmeri can intervention was al so stepped up and gradually began to shift
froma purely advisory and training role to increasingly direct
participation in the conflict. From 1961 onward, Anmerican casualties
aver aged about one dead a week, year after year. The Comuni st
guerrilla casualties were reported to be about 500 per week but this
did not seemto dinmnish their total nunber or relax their attacks.

These guerrilla attacks consisted of rather purposel ess
destruction of peasant hones and vill ages, apparently designed to
convi nce the natives of the inpotence of the governnment and the
advi sability of cooperating with the rebels. To stop these
depredations, the governnment undertook the gigantic task of organizing
the peasants into "agrovilles" or "strategic ham ets" which were to be
strongly defended residential centers entirely encl osed behi nd
barricades. The process, it was said, would also inprove the econonic
and social welfare of the people to give thema greater incentive to
resist the rebels. There was considerabl e doubt about the
ef fectiveness of the reform aspect of this process and some doubt
about the defence possibilities of the schene as a whol e. Mst
observers felt that very little American econom c aid ever reached the
village | evel but instead was | ost on nmuch higher levels. By the
summrer of 1963, guerrillas were stagi ng successful attacks on the
strategic hanmets and the need for a nore active policy becane acute.
Page 1175

This final crisis in the story of the Diemfamly and its
henchnen arose fromreligious persecution of the Buddhi sts under the
gui se of namintaining political order. On Novenber 1, 1963, an
Anmeri can-encouraged nmilitary coup |led by General M nh overthrew the
Diemfamly. A new government with a Buddhist premer cal med down the
domestic crisis but was no nore able to suppress guerrilla activities.
THE ECLI PSE OF COLONI ALI SM
Page 1178

The massive economic nmobilization for Wrld War |1 showed clearly
that there could be an equally massive post-war nobilization of
resources for prosperity.

Page 1184

It is usually not recognized that the whol e econom ¢ expansi on of
Western society rests upon a nunber of psychol ogical attitudes that
are prerequisites to the systemas we have it but are not often stated
explicitly. Two of these may be identified as:

1) future preference and
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2) infinitely expandabl e material denmand.

In a sense, these are contradictory since the fornmer inplies that
Western economic man will make al nost any sacrifice in the present for
the sane of some hypothetical benefit in the future while the latter
inplies alnost insatiable denand in the present. Nonethel ess, both are
essential features of the overwhel mi ng Western econom ¢ system

Future preference cane out of the Christian outlook and
especially the Puritan tradition which was prepared to accept al nost
any kind of sacrifice in the tenporal world for the sake of future
eternal salvation, willing to restrict their enjoynment of income for
the sake of capital accunul ation

The mass production of this new industrial systemwas able to
continue and to accelerate to the fantastic rate of the 20th century
so that today, the average m ddle-class famly of suburbia has a
schedul e of future material demands which is limtless.

Wthout these two psychol ogi cal assunptions, the Wstern econony
woul d break down or woul d never have started. At present, future
preference may be breaking down and infinitely expanding materia
demand may soon follow it in the weakening process. |If so, the
Ameri can econony will collapse unless it finds new psychol ogi ca
foundati ons.

Page 1187

In Asia, as is traditional along the Pakistani-Peruvian axis, the
structure of societies had been one in which a coalition of arny,
bureaucracy, |andlords, and noneyl enders have exploited a great nass
of peasants by extortion of taxes, rents, |ow wages, and hi gh interest
rates in a systemof such persistence that its basic structure goes
back to the Bronze Age enpires before 1000 B. C

CHAPTER XX: TRAGEDY AND HOPE, THE FUTURE | N PERSPECTI VE
THE UNFOLDI NG OF Tl ME

Page 1200
Weapons will continue to be expensive and conpl ex. This means
that they will increasingly be the tools of professionalized, if not

mercenary, forces. Al of past history shows that the shift froma
mass arny of citizen-soldiers to a smaller arny of professiona
fighters leads, in the long run, to a decline of denpcracy.
Page 1204

When Khrushchev renounced the use of both nuclear war and
conventional violence, and prom sed to defeat the Wst by peacefu
competition, he was convinced that the Soviet Union could out-perform
the U. S. because it could, in his opinion, overcome the Anerican | ead
in the race for econom c devel opment that the Socialist way of life
woul d becorme the model for erulation by the uncommitted nations.
Page 1213

I n other econom es, when additional demands are presented to the
econony, |less resources are available for alternative uses. But in the
Ameri can system as it now stands, additional new demands usually | ead
to increased resources beconing available for alternative purposes,
not ably consumption. Thus if the Soviet Union embraced a substantia
increase in space activity, the resources available for raising
Russi an | evel s of consunption would be reduced while in Anerica, any
increases in the space budget nmakes | evels of consunption also rise.
Page 1214

It does this because increased space expenditures provide
pur chasi ng power for consunption that nmakes avail abl e previously
unused resources out of the unused Anerican productive capacity.

Thi s unused capacity exists in the American economnmy because the
structure of our econom c systemis such that it channels flows of
funds into the production of additional capacity (investment) without
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any conscious planning process or any real desire by anyone to

i ncrease our productive capacity. It does this because certain
institutions in our system (such as insurance, retirenment funds, socia
security paynents, undistributed corporate profits and such) and
certain individuals who personally profit by the flow of funds not
theirs into investnment continue to operate to increase investnent even
when they have no real desire to increase productive capacity (and

i ndeed many decry it). In the Soviet Union, on the contrary, resources
are allotted to the increase of productive capacity by a consci ous

pl anni ng process and at the cost of reducing the resources avail abl e
in their systemfor consunption or for the governnent (largely

def ence).

Thus the meaning of "costs" and the limtations on ability to
nmobi | i ze economic resources are entirely different in our systemfrom
the Soviet system and nost others. In the Soviet econony, "costs" are
real costs, measurable in terns of the allotment of scarce resources
that could have been used otherwi se. In the Anerican system "costs"
are fiscal or financial limtations that have little connection with
the use of scarce resources or even with the use of available (and
therefore not scarce) resources. The reason for this is that in the
Ameri can econony, the fiscal or financial limt is |ower than the
limt established by real resources and therefore, since the financia
limts act as the restraint on our economc activities, we do not get
to the point where our activities encounter the restraints inposed by
the linmts of real resources (except rarely and briefly in terns of
technically trai ned manpower, which is our nost limted resource).

These differences between the Soviet and Anerican economnies are:
1) the latter has built-in, involuntary, institutionalized investmnent
whi ch the forner |acks;

2) the latter has fiscal restraints at a nuch | ower |evel of econonic
activity which the Soviet system al so | acks.

Thus greater activity in defence in the USSR entails real costs
since it puts pressure on the ceiling established by linmted rea
resources while greater activity in the Anerican defence or space
effort rel eases noney into the system which presses upward on the
artificial financial ceiling, pressing it upward closer to the higher,
and renote, ceiling established by the real resources Iinmt of the
Ameri can econorny. This makes avail able the unused productive capacity
that exists in our system between the financial ceiling and the rea
resources ceiling; it not only nmakes these unused resources avail abl e
for the governnment sector of the economnmy from which the expenditure
was directly nmade but al so nmakes avail abl e portions of these rel eased
resources for consunption and additional capital investnent.

Page 1215
For this reason, governnent expenditures in the U S for things
Ii ke defence or space may entail no real costs at all in terms of the

econony as a whole. In fact, if the volune of unused capacity brought
into use by expenditures for these things (that is, defence and so on)
is greater than the resources necessary to satisfy the need for which
the expenditure was made, the volune of unused resources made
avai l abl e for consunption or investnent will be greater than the

vol ume of resources used in the governmental expenditure and this
addi ti onal governnent effort will cost nothing at all in real terms,
but will entail "negative" real costs. (Qur wealth will be increased
by meking the effort).

The basis for this strange, and virtually unique, situation is to
be found in the | arge amobunt of unused productive capacity in the US
even in our nost productive years. In the second quarter of 1962, our
productive systemwas running at a very high level of prosperity, yet
it was functioning about 12% bel ow capacity, which represented a | oss
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of $73 billion annually. In this way, in the whole period fromthe
begi nning of 1953 to the mddle of 1962, our productive system
operated at $387 billion bel ow capacity. Thus if the system had
operated near capacity, our defence effort over the nine years would
have cost us nothing, in terns of |oss of goods or capacity.

Thi s uni que character in the Anerican econony rests on the fact
that the utilization of resources follows flow lines in the econony
that are not everywhere reflected by corresponding flow |ines of
clains on wealth (that is, noney). In general, in our econony the
lines of flow of clainms on wealth are such that they provide a very
| arge vol unme of savings and a rather |arge volune of investnent, even
when no one really wants new productive capacity; they also provide an
i nadequate flow of consuner purchasing power, in terns of flows, or
potential flows, of consuner goods; but they provide very linited,
sharply scrutinized and often msdirected flows of funds for the use
of resources to fulfill the needs of the government sector of our
trisectored econonmy. As a result, we have our econony distorted
resource-utilization patterns, with overinvestnent in nany areas,
overstuffed consuners in one place and inpoverished consuners in
anot her place, a drastic undersupply of social services, and
wi despread social needs for which public funds are | acking.

In the Soviet Union, nmoney flows follow fairly well the flows of
real goods and resources, but, as as result, pressures are directly on
resources. These pressures nmean that saving and i nvestnent conflict
directly with consunption and governnent services (including defence),
putting the government under severe direct strains, as the demands for
hi gher standards of living cannot be satisfied except by curtailing
i nvestment, defence, space, or other governnent expenditures.

Page 1216

Many countries of the world are worse off the Soviet Union
because their efforts to increase consumers' goods may well require
i nvest ment based on savings that nust be accumnul ated at the expense of
consunpt i on.

As a chief consequence of these conditions, the contrast between
the "have" nations and the "have-not" nations will beconme even w der.
This would be of little great inportance to the rest of the world were
it not that the peoples of the backward areas, riding the "crisis of
ri sing expectations" are increasingly unwilling to be ground down in
poverty as their predecessors were. At the same time, the Superpower
stal emate increases the abilities of these nations to be neutral, to
exercise influence out of all relationship to their actual powers, and
to act, sometines, in an irresponsible fashion

These neutral s and ot her peopl es of backward areas have acute
probl ems. Sol utions do exist but the underdevel oped nations are
unlikely to find them
Page 1221

A growi ng | owest social class of the social outcasts (the
Lunpenprol etari at) has reappeared. This group of rejects fromthe
bourgeoi s industrial society provide one of our nost intractable
future probl ens because they are gathered in urban slums, have
political influence, and are socially dangerous.

In the U S. where these people congregate in the |largest cities
and are often Negroes or Latin Anericans, they are regarded as a
racial or econonic problem but they are really an educational and
soci al problem for which econonic or racial solutions would help
little. This group is nost numerous in the nore advanced industri al
areas and now forns nore than 20% of the American popul ati on. Since
they are a sel f-perpetuating group and have many children, they are
increasing in nunbers faster than the rest of the popul ation
Page 1229
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The pattern of outlook on which the tradition of the West is
based has six parts
1) There is truth, areality (thus the Wst rejects skepticism
solipsismand nihilism
2) No person, group, or organization has the whole picture of the
truth (thus there is no absolute or final authority.)

3) Every person of goodw Il has sone aspect of the truth, sonme vision
of it fromthe angle of his own experience.

4) Through discussion, the aspects of the truth held by nmany can be
pool ed and arranged to forma consensus closer to the truth than any
of the sources that contributed to it.

5) This consensus is a tenporary approxi mation of the truth which new
experiences nmake it necessary to refornul ate.

6) Thus Western man's picture of the truth advances cl oser and cl oser
to the whole truth without ever reaching it.

Thi s nmet hodol ogy of the West is basic to the success, power and
weal th of Western Civilization
Page 1231

To the West, in spite of all its aberrations, the greatest sin
fromLucifer to Hitler, has been pride, especially in the form of
intell ectual arrogance, and the greatest virtue has been humlity,
especially in the intellectual formwhich concedes that opinions are
al ways subject to nodification by new experiences, new evidence, and
t he opi nions of our fellow nen.

The nost triunphant of these aspects is science, whose nethod is
a perfect exanple of the Western tradition. The scientist goes eagerly
to work each day because he has the humility to know that he does not
have any final answers and nust work to nodify and inprove the answers
he has. He publishes his opinions and research reports or exposes
these in scientific gatherings so that they may be subjected to the
criticismof his colleagues and thus gradually play a role in
formul ating the constantly unfol ding consensus that is science. That
is what science is, "a consensus unfolding in tine by a cooperative
effort in which each works diligently seeking the truth and subnmits
his work to the discussion and critique of his fellows to nmake a new,
slightly inproved, tenporary consensus."

THE UNI TED STATES AND THE M DDLE- CLASS CRI SI S
Page 1234

Ameri can society in the 1920s was largely mddle-class. Its
val ues and aspirations were mddl e-class and power or influence within
it was in the hands of niddle-class people.

Most defenders of bourgeois America saw the country in mddle-
class terms and | ooked forward to a not renote future in which
everyone woul d be niddl e-class except for a snall shiftless mnority
of no inportance. Anerica was regarded as a | adder of opportunity.
Weal th, power, prestige and respect were all obtained by the sane
standard, based on money. This in turn was based on a pervasive
enotional insecurity that sought relief in the ownership and contro
of material possessions.

Page 1235

Years ago in Europe, the risks (and rewards) of comerci al
enterprise, well reflected in the fluctuating fortunes of figures such
as Antonio in The Merchant of Venice were extrenme. A single venture
could ruin a nmerchant or make himrich. This insecurity was increased
by the fact that the prevalent religion of the day di sapproved of what
he was doi ng, seeking profits or taking interest, and he could see no
way of providing religious services to the town dwellers because of
the intimte association of the ecclesiastical systemw th the
exi sting arrangenent of rural | andhol ding.

Page 1236
Credit becane nore inportant than intrinsic personal qualities,
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and credit was based on the appearance of things, especially the
appearances of the external material accessories of life. Ad val ues
such as future preference or self-discipline, renmained, but were
redirected. Future preference ceased to be transcendental inits aim
and becane secul ari zed.

Page 1237

M ddl e-cl ass sel f-discipline and future preference provided the
savings and investnent w thout which any innovation - no matter how
appealing in theory - would be set aside and negl ect ed.

The mi ddl e-class character is psychic insecurity founded on |ack
of secure social status. The cure for such insecurity becane
insatiable material acquisition. Fromthis flowed attributes of future
preference, self-discipline, social conformty, infinitely expandabl e
mat eri al demand, and a general enphasis on externalized inpersona
val ues. The urge to seek truth or to help others are not really
conpatible with the m ddl e-cl ass val ues
Page 1238

One of the chief changes, fundanental to the survival of the
m ddl e-cl ass outl ook, was a change in society's basic conception of
human nature. This had two parts to it. The traditional Christian
attitude was that human nature was essentially good and that it was
fornmed and nodified by social pressures and training. The "goodness"
of human nature was based on the belief that it was a kind of weaker
copy of God's nature. In this Western point of view, evil and sin were
negative qualities; they arose froman absence of good, not fromthe
presence of evil. Thus sin was the failure to do the right thing, not
doi ng the wong thing.

Qpposed to this view was anot her which received its npbst explicit
formul ation by the Persian Zoroaster in the seventh century B.C It
canme in through the Persian influence on the Hebrews, especially
during the Babyl onian Captivity of the Jews, in the sixth century and
more fully through the Geek rationalist tradition from Pythagoras to
Pl ato. The general distinction of this point of view from Zoroaster to
WIlliam Golding (in Lord of the Flies) is that the world and the flesh
are positive evils and that man, in at least this physical part of his

nature, is essentially evil. As a consequence, he nust be disciplined
totally to prevent himfromdestroying hinself and the world. In this
view, the devil is a force, or being, of positive nal evol ence and nman,

by hinself, is incapable of good and is, accordingly, not free. He can

be saved in eternity by God's grace al one and he can get through this

tenmporal world only by being subjected to a regine of total despotism
The contrasts can be summed up thus:

Ot hodox;

Purit an.

Evil is an absence of Good;
Evil is a positive entity.

Man is basically good;

Man is basically evil.

Man is free;

Man is a slave of his nature.

Man can contribute to his salvation by good works;

Man can be saved only by God.

Self-discipline is necessary to guide or direct;

Di sci pline nmust be external and total

Truth found from experience and revelation interpreted by tradition;
Truth is found by rational deduction fromrevel ation

Lut her, Calvin, Thomas Hobbes, Bl aise Pascal and others believed

that truth was to be found in rational deduction froma few basic
reveal ed truths in sharp contrast with the orthodox point of view
still represented by the Anglican and Roman churches which saw nen as

file://IC|/Documents%20and%20Settings/me/Des...ey,%20Carroll%20-%20Tragedy%20and%20Hope.txt (124 of 129) [14/06/2005 11:42:40]



file:///C)/Documents¥%20and%20Setti ngs/me/Desktop/B ook%20shel f/Quigley,%20Carrol 1%20-%20T ragedy %20and%20Hope.txt

largely free in a universe whose rules were to be found by tradition
and consensus.
Page 1240

The Puritan point of viewled directly to nercantilism which
regarded political-econonmic |ife as a struggle to the death in a world
where there not sufficient wealth or space for different groups. To
them wealth was linited to a fixed anpbunt and one man's gai n was
soneone el se's loss. That neant that the basic struggles of this world
were irreconcilable and nust be fought to a finish. This as part of
the Puritan belief that nature was evil and that a state of nature was
a jungle of violent conflicts.

One | arge change was the Comunity of Interests which rejected
mercantilisms insistence on limted wealth and the basic
inconpatibility of interests for the nore optimstic belief that al
parties could sonmehow adjust their interests within a community in
which all would benefit nutually.

Above all, the mddle-class which domnated the country in the
first half of the 20th century were a small group of aristocrats.
Bel ow were the petty bourgeoi sie who had m ddl e-cl ass aspirations.

Bel ow these two were two | ower classes: the workers and the
Lunpenprol etari at.
Page 1242

In Arerica, as el sewhere, aristocracy represents noney and
position grown old, and is organized in terns of fanmilies rather than
of individuals. Traditionally it was made up of those fanilies who had
nmoney, position,and social prestige for so long that they never had to
thi nk about these and, above all, never had to inpress any other person
with the fact that they had them They accepted these attributes of
fam |y nmenbership as a right and an obligation. Since they had no idea
that these could be lost, they were self-assured, natural but distant.
Thei r manners were gracious but inmpersonal. Their chief characteristic
was the assunption that their fanmly position had obligations. This
"nobl esse oblige" led themto participate in school sports (even if
they | acked obvious talent) to serve their university (usually a
famly tradition) in any hel pful way, and to offer their services to
their local community, their state, and their country as an
obl i gation.

Page 1243

Anot her good evi dence of class may be seen in the treatnent given
to servants who work in one's hone: the | ower classes treat these as
equal s, the niddle-classes treat themas inferiors, while the
aristocrats treat themas equals or even superiors. On the whole, the
nunber of aristocratic famlies in the U S. is very few, with a couple
in each of the older states. A sonewhat |arger group of semi-
ari stocrats consists of those like the Lodges, Rockefellers, or
Kennedys, who are not yet conpletely aristocratic either because they
are not, in generations, far enough renoved from noney-maki ng, or
because of the persistence of a commercial or business tradition in
the famly.

The second npbst nunerous group in the U S. is the petty
bourgeoisie, including mllions of persons who regard thensel ves as
nm ddl e-cl ass and are under all the middle-class anxieties and
pressures but often earn | ess noney than unionized | aborers. As a
result of these things, they are often very insecure, envious, filled
with hatreds, and are generally the chief recruits for any Radica
Ri ght, Fascist, or hate canpai gns agai nst any group that is different
or which refuses to conformto middle-class values. Made up of clerks,
shopkeepers, and vast nunbers of office workers in business,
governnent, finance and education, these tend to regard their white
collar status as the chief value in life, and live in an atnosphere of
envy, pettiness, insecurity, and frustration. They formthe mgjor
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portion of the Republican Party's supporters in the towns of Anerica,
as they did for the Nazis in Germany thirty years ago.
Page 1244

Ei senhower hinself was repelled by the Radical Ri ght whose
i npetus had been a chief elenent in his election although the | ower-

m ddl e-cl ass had preferred Senator Taft as their | eader. Ei senhower
however had been preferred by the Eastern Establishnment of old Wall
Street, lvy League, semi-aristocratic Anglophiles whose real strength
rested in their control of eastern financial endowrents operating from
foundations, academ c halls, and other tax-exenpt refuges.

As we have said, this Eastern Establishnent was really above
parties. They had been the domi nant elenment in both parties since 1900
and practiced the political techniques of J.P. Mrgan
Page 1245

They were, as we have said, Anglophile, cosnopolitan, |Ivy League,
internationalist, astonishingly liberal, patrons of the arts, and
relatively humanitarian. Al these things nade them anathema to the
| ower - m ddl e-cl ass and petty-bourgeois groups who supplied the votes
in Republican electoral victories but found it so difficult to contro
nonmi nations (especially in presidential elections) because the big
nmoney necessary for nominating in a Republican convention was allied
to Wall Street and to the Eastern Establishnment. The ability of the
|latter to nom nate Ei senhower over Taft in 1952 was a bitter pill to
the radi cal bourgeoisie.

Kennedy was an Establishment figure. H's introduction to the
Est abl i shnent arose fromhis support in Britain. H s acceptance into
the English Establishnent opened its American branch as well. Another
i ndication of this connection was the | arge nunber of Oxford-trained
men appointed to office by President Kennedy.

Page 1246

In the minds of the ill-informed, the political struggle in the
U. S. has al ways been viewed as a struggl e between Republicans and
Denocrats at the ballot box in Novenber. Wall Street |ong ago had seen
that the real struggle was in the nom nating conventions. This
realization was forced upon the petty-bourgeois supporters of
Republ i can candi dates by their inability to nomnate their
congressional favorites. Just as they reached this conclusion, the new
weal th appeared in the political picture, sharing petty-bourgeois
suspi cions of the East, big cities, lIvy League universities,
foreigners, intellectuals, workers and aristocrats. By the 1964
el ection, the major political issue in the country was the financia
struggl e behind the scenes between the old wealth, civilized and
cultured in foundations, and the new wealth, virile and uninformed,
arising fromthe flowing profits of government-dependent corporations
in the Wst and Sout hwest.

At issue here was the whole future face of Anerica, for the ol der
weal th stood for values and ains close to the Western traditions of
diversity, tolerance, human rights and val ues, freedom and the rest
of it, while the newer wealth stood for the narrow and fear-racked
ai s of petty-bourgeois insecurity and egocentricity. The nonina
i ssues between them such as that between internationalism and
unilateral isolationism(which its supporters preferred to renane
"nationalisnm') were | ess fundanental than they seened, for the rea
i ssue was the control of the Federal governnent's trenmendous power to
i nfluence the future of Anerica by spending of governnment funds. The
petty bourgeois and new weal th groups wanted to continue that spending
into the industrial-mlitary conpl ex, such as defence and space, while
the ol der wealth and non-bourgeois groups wanted to direct it toward
social diversity and social anelioration for the aged and the young,
for education, for social outcasts, and for protecting nationa
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resources for future use.
Page 1247

The outcone of this struggle, which still goes on, is one in
which civilized people can afford to be optimistic. For the newer
weal th is unbelievably ignorant and nisinforned.

The National parties and their presidential candidates, with the
Eastern Establishnment assiduously fostering the process behind the
scenes, noved cl oser together and nearly nmet in the center with al nost
i dentical candi dates and platforns although the process was conceal ed,
as nmuch as possible, by the revival of obsol escent or neani ngl ess war
cries and sl ogans.

Page 1248

The two parties should be al nost identical so that the Anerican
people can "throw the rascals out" at any election without |eading to
any profound or extensive shifts in policy. The policies that are
vital and necessary for Anerica are no | onger subjects of significant
di sagreenent, but are disputable only in details of procedure,
priority, or nmethod: we must remain strong, continue to function as a
great World power in cooperation with other Powers, avoid high-Ieve
war, keep the econony noving, help other countries do the sane,
provi de the basic social necessities for all our citizens, open up
opportunities for social shifts for those willing to work to achieve
them and defend the basic Western outl ook of diversity, pluralism
cooperation,and the rest of it, as already descri bed.

Either party in office becones in tine corrupt, tired,
unenterprising and vigorless. Then it should be possible to replace it
every four years by the other party which will be none of these things
but will still pursue, with new vigor, approxinmately the sane basic
polici es.

The capture of the Republican National Party by the extreni st
el ements of the Republican National Party in 1964 and their effort to
elect Barry CGoldwater with the petty-bourgeois extremnists al one, was
only a tenporary aberration on the American political scene and arose
fromthe fact that President Johnson had pre-enpted all the issues so
that it was hardly worthwhile for the Republicans to run a rea
contestant against him Thus Col dwater was able to take control of the
party by default.

The virul ence behind the Gol dwat er canpai gn, however, had not hi ng
to do with default or lack of intensity. Quite the contrary. H's nost
ardent supporters were of the extrem st petty-bourgeois nentality
driven to near hysteria by the disintegration of the m ddl e-class and
the steady rise to prom nence of everything they considered anat hema:
Cat holics, Negroes, immgrants, intellectuals, aristocrats,
scientists, and educated nen generally, cosnopolitans and
internationalists and, above all, |liberals who accept diversity ad a
Vi rtue.

This disintegration of the nmiddle classes had a variety of
causes, sonme of themintrinsic, many of them accidental, a few of them
obvi ous, but many of them going deeply into the very depths of socia
exi stence. Al these causes acted to destroy the middl e-class by
acting to destroy the m ddl e-class outl ook.

Page 1250

In the earlier period, even down to 1940, literature's attack on
the middl e-cl ass outl ook was direct and brutal, from such works as
Upton Sinclair's "The Jungle" or Frank Norris's "The Pit," both
dealing with the total corruption of of personal integrity in the
meat packi ng and wheat markets. These early assaults were ained at the
commerci alization of |ife under bourgeois influence and were
fundanental ly refornmist in outl ook because they assumed that the evils
of the system could sonehow be renpved. By the 1920s, the attack was
much nore total and saw the problemin noral terms so fundanental that
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no renedi al action was possible. Only conplete rejection of middle-
cl ass val ues could renove the corruption of human |life seen by
Sinclair Lewis in Babbitt or Main Street.
Page 1252

The Puritan point of view of man as a creature of total depravity
wi t hout hope of redenption which in the period 1550-1650 justified
despotismin a Puritan context, now may be used, with petty-bourgeois
support, to justify a new despotismto preserve, by force instead of
conviction, petty-bourgeois values in a systemof conpul sory
conformty. George Orwell's 1984 has given us the picture of this
systemas Hitler's Gernany showed us its practical operation. Barry
CGol dwater's defeat noved the possibility so far into the future that
the steady change in social conditions nakes it renote indeed.
Page 1253

For generations, even in fairly rich fanilies, the indoctrination
conti nued because of enphasis on thrift and restraints on consunption
By 1937, the worl d depression showed that the basic econonic problens
were not saving and investnent but distribution and consunption. Thus
there appeared a grow ng readi ness to consunme, spurred on ny new sal es
techni ques, installnent selling and the extension of credit fromthe
productive side to the consunption side of the econonmic process. As a
result, an entirely new phenonenon appeared in mddle-class fanili es,
the practice of living up to, or even beyond, their inconmes - an
unt hi nkabl e scandal in any 19th century bourgeois fanmly.
Page 1255

M ddl e-cl ass narri ages were usually based on m ddl e-cl ass val ues
of economic security and material status rather than on |ove. Mre
accurately, mddle-class nmarriages were based on these materia
considerations in fact, while everyone concerned pretended that they
were based on Ronantic |ove. Even when the nmarri age becones a success,
in the sense that it persists, it is never total and nerely nmeans that
the marri age becones an enslaving relationship to the husbands and a
source of disappointnment and frustration to the wi ves.
EUROPEAN AMBI GUI TI ES
Page 1300

In the old days, the nerchant bankers of London controlled fairly
wel | the funds that were needed for al nbst any enterprise to becone a
substantial success. Today, mnmuch | arger funds are avail able from many
di verse sources, from abroad, from governnent sources, frominsurance
and pension funds, fromprofits fromother enterprises. These are no
| onger held under closely associated controls and are nuch nore
i mpersonal and professional in their disposal so that on the whole, an
energetic man (or a group with a good idea) can get access to |arger
funds today, and can do so wi thout anyone nuch caring if he accepts
the established social precedents.
Page 1303

Lycurgus renounced social change in prehistoric Sparta only by
mlitarizing the society.
CONCLUSI ON
Page 1310

Tragedy and Hope? The tragedy of the period covered by this book
is obvious but the hope may seem dubious to many. Only the passage of
time will showif the hope | seemto see in the future is actually
there or is the result of m s-observation and sel f-deception

The historian has difficulty distinguishing the features of the
present and generally prefers to restrict his studies to the
past,where the evidence is nore freely avail abl e and where perspective
hel ps himto interpret the evidence. Thus the historian speaks wth
decreasi ng assurance about the nature and significance of events as
they approach his own day. The tine covered by this book seens to this
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historian to fall into three periods: the 19th century from 1814 to
1895; the 20th century after World War |1, and a | ong period of
transition from 1895 to 1950.

The 20th century is utterly different fromthe 19th century and
the age of transition between the two was one of the npbst awfu
periods in all human history. Two terrible wars sandw ching a world
economi ¢ depression revealed man's real inability to control his life
by nineteenth century techni ques of |aissez-faire, materialism
conpetition, selfishness, nationalism violence, and inperialism
These characteristics of late nineteenth-century life culmnated in
World War |1 in which nore than 50 million persons were killed, nost
of them by horribl e deat hs.

The hope of the twentieth century rests on the recognition that
war and depression are man-nmade, and needl ess. They can be avoided in
the future by turning fromthe 19th century characteristics just
menti oned and goi ng back to other characteristics that our Western
soci ety has always regarded as virtues: generosity, conpassion,
cooperation, rationality, and foresight, and finding an increased role
in human life for love, spirituality, charity, and self-discipline.

On the whole, we do know now that we can avoid continuing the
horrors of 1914-1945 and on that basis al one we nmaybe optim stic over
our ability to go back to the tradition of our Wstern society and to
resune its devel opnent along its old patterns of Inclusive Diversity.

El ectronic edition by John Turnel
http://ww. cybercl ass. net/turmel/qui g00. ht m
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