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MERCHANTS OF DEATH REVISITED:
ARMAMENTS, BANKERS,
AND THE FIRST WORLD WAR

T. HUuNT TOOLEY

THE YEAR 2004 MARKSthe seventieth anniversary o the publication o
Engelbrecht and Hanighen's Merchants of Death: A Study of the Inter-
national Armament Industry,l a book that made it into the general
consciousness o most thinking Americans by the mid-twentieth
century. The stark language o the title no doubt contributed to its
fame. Moreover, the theme d arms merchants pushing for war is
both easily understood and easily discussed, even by those who
have not read it.

Engelbrecht and Hanighen presented a convincing historical
argument that armaments manufacturers, working hand-in-hand
with governments, have played a malign rolein the modem world,
in particular in the period o World War |. Writingin a popular for-
mat for abroad readership, the authors traced therising influenced
arms manufacturers and merchants over the last several hundred
yearsin order to put into context the dreadful conflict o 1914-1918,
whichisat the cored the book. Thebook’s thesis resonated well in
1934, the early thirties forming the high-water mark o the interwar
offensive against the "war system" in the United States and against
intervention inforeignwars. Merchantsof Death was perhapsthe best
known pieced this offensive.2
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Engelbrecht and Hanighen's story connected the rise o com-
plex, long-range armamentswith therised the modern state.3Yd it
isaso astory d particular individuals and companies who dealt
with and against each other. Many o the arms merchants had laid
the basis for their twentieth-century wealth in the nineteenth cen-
tury and even earlier. The Du Pont family arms business stemmed
from a powder factory opened in 1802. The Kruppshad asmall steel
businessuntil the middled the century. Thomas Vickersserved an
apprenticeship in the Krupp company and subsequently followed
the Kmpps in producing first peacetime products, and then, from
the 1860s, armaments. The Vickersfirm wasascolorful and assinis
ter, perhaps, as any d the arms producers, at least after joining
forceswith Sir Badl Zaharoff, the mysterious Greek arms merchant
whose connectionsextended across the globe4

One key to the successd dl the arms merchants was that they
held few national pregjudiceswhen it came to selling munitionsand
arms. o, for example, Irénée Du Pont in some cases supplied both
sideswith munitionsin the Latin American warsfor liberation after
the Napoleonic period.5 The Krupp family followed a similar pat-
tern, as did Schneider-Creusot in France. The Vickers Company, the
most politically powerful arms company in Britain, under Sir Basll
Zaharoff's leadership supplied weapons to both sides in the Boer
Wa, despitethe company's position asa kind d national treasure.

Despite this tendency to supply al comers, the great armscom-
panies al managed to secure arole as staunch patriots who enjoyed
a gpecid place in the "nationa'™ economy. Alfred Kmpp had
expanded thefamily steel businessto arms production by the 1840s,
and wassdlling cannon abroad. When the Prussian army underwent
reorganization in the late 1850s and early 1860s, it adopted the new
Krupp artillery. The company ballooned, through the Warsd Unifi-
cation, from a small plant at Essen covering two-and-a-half acres
and employingafew dozen workersto acomplex d 250 acreswhich
employed 80,000 workersin 1914. The Krupp concernindeed, while
continuing to sall weapons abroad, became akind d unofficia part
d Imperia Germany's government, protected from both economic

3A number o modem scholars have explored this association, especially
William H. McNeill, The Pursuit of Power: Technology, Armed Force, and Soci-
ety Snce A.D. 1000 (Chicago: University o Chicago Press, 1984); and Martin
van Creveld, The Rise and Decline of the State (Cambridge: Cambridge Uni-
versity Press, 1999).

4Engelbrecht and Hanighen, Merchants of Death, pp. 108-10. On Zaharoff,
see Robert Neumann, Zaharoff the ArmamentsK ng (London: GeorgeAllen &
Unwin, 1938).

SEngelbrecht and Hanighen, Merchants of Death, pp. 24-26.
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competition and the scandals produced by some d the company's
leaders.6 Most 0 the other great arms companies behaved in the
same way.

Asthey did s0, arms merchants almost always used the nature
d their trade to achieve monopolistic relationships with govern-
ments and a free hand at fixing prices and delimiting markets
throughout their industry. By 1905, Du Pont provided all the pow-
der ordered by the United Statesgovernment, and the company was
able on its own to "fix" prices across the board. The government
charged Du Pont with violating antitrust laws in 1907, calling for
price-fixingand related practicesto stop, but by thistime, Du Pont
had eliminated most American competitors with the assistance d
the government. The company supplied an enormous share d the
gunpowder used by the Allied forcesin World War 1.7

Smilarly, the Schneider family o the French company Schnei-
der-Creusot came out d the French defeat at Prussia's handsin 1871
with huge profits. Having supported Napoleon 1II, the company
was now equally supportive d the various Third Republic govern-
ments, especiadly those d a nationalist coloring. Meanwhile, the
company relied on the state to suppress strikes and manage discon-
tent at its factories, as it supplied the army with weapons. The
Schneiders eventually managed to place one d their own, Eugene
Schneider, in the Chamber o Deputies, where he served throughout
aperiod crucia to arms makers. 1900 to 19258 Hence, a pattern is
clear: increasingly close association with the state, especialy from
the period d intense nationalism following the 1860s, and a ten-
dency toward gaining access to public support for private profits.

Already high beforeWorld Wer |, profitssoared duringit. Before
the third year & World War |, Krupp had more than doubled its
huge profitsd theimmediate prewar period—to thelevel o 66 mil-
lion marksannualy. In AustriasHungary,Skodalikewisedoubledits
profitsduring the early war years. On the other sided the Atlantic,
profits surged still higher. U.S. Sted netted $105 million annually
before the war, $239,653,000 during it. Du Pont's numbers in the
same two categories were $6,092000 annually before the war, to a
staggering yearly average d $658,076,000 during the war. These
resultswere repeatedin dozensd smaller and subsidiary armscom-
paniesthroughout the belligerent countries.9 Such are the episodes
which Engelbrecht and Hanighen trace.

6Ibid., pp. 71-84. On the Krupp empire, see dso William Manchester, The
Arns ¢ Krupp (Bodon:Little, Brown, 1964).

7Engelbrecht and Hanighen, Merchants d Desth, pp. 22-37.
8Ibid., pp. 121-25.
91bid., pp. 159-79.
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The revisionist historian Harry Elmer Barnes wrote the book’s
Foreword, praising it as an expos6 d the armamentsindustry and
the willingness d the American government to be persuaded and
manipulated by it. But he doesmakea proviso about the topicwhich
isfairly dramatic, coming asit doesin a part o the book itsdlf:

Even though the armament makers have played a prominent part
in encouraging wars, rebellions and border raids, they never
exerted so terriblean influence upon the promotion o warfareas
did our American bankers between 1914 and 1917. Through their
pressure to put the United States into the War, these bankers
brought about results which have well nigh wrecked the contem-
porary world.10

Asamatter o fact, JP. Morgan & Co. and other American bank-
ing institutionscomeinto Engelbrechtand Hanighen's story inways
consistent with the behavior mentioned by Barnes, but they do not
play thecentral role, at least not in their capacity asbanks per se. The
focusd thebook isarmsand munitionsmanufacturerslike Du Pont,
but the authorsare clear on theroled the banks:

All armsmakershave important financial connections. In the Mor-
gan group will be found the Du Pont Company, the Bethlehem
Steel Corporation, the U.S. Steel Corporation, together with cop-
per, ail, eectric appliances, locomative, telephone and telegraph
interests. Thistie-up also leadsover into the great banks, including
the National City, Corn Exchange, Chase National, etc. It is the
Morgan group d corporation clientsand banks which dominates
the American arms industry.!1

Engelbrecht and Hanighen point out that internationalizationd
boards and companies allowed banks and arms companiesto have
a purchaseon any situation, no matter what tiesd "'loyalty” might
be invoked. At the same time, their more-or-less constant rel ation-
ship with any foreign government to which they sold armsallowed
them easy access to the locd press. Influencing the populace, and
hence public palicy, through propaganda became commonplace.
When awar scare was needed, it was quite possibleto create one by
maximizingreportsd existing tensionsin the press.12

In evaluating Merchants d Death, it is important to emphasize
that the topic d the bankers influence on American intervention
into the First World War was very much a public issue in 1934. For
one thing, the extensive investigations d the Senate Munitions

101bid., p. viii.
Umbid., p. 141.
121bid., pp. 14143.
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Inquiry (the Nye Committee) —acongressional investigation o the
roled arms manufacturersin the war--completed in early 1936 an
expos6 o bribery and corruption among American arms manufac-
turers such as Du Pont, Whitney Aircraft Company, Sperry Gyro-
scope, and others. Most d these companies had indeed provided
armsto awide range d customers, sometimes on both sidesin the
same war.13

From another direction, it was also in the early and mid-1930s
that dissident Marine General Smedley Butler began criticizingthe
interventionist activities o international bankers, drawing on his
personal experienceat the sharp end d empireand war. Hisbook on
the topic appeared at the same moment as did Merchants d Death.
His central point is summed up in a famous passage from his
speechesand publications:

Wer is judt aracket. A racket is best described, | believe, as some-
thing that is not what it seems to the mgjority d people. Only a
small inside group knows what it is about. It is conducted for the
benefit of the very few at the expensed the masses.14

Indeed, the whole array o financial arrangements o the inter-
war period, from the Paris Peace and reparations to the Young Plan
tothetrade warsd the1930srevolved around the namesd Morgan,
the Rockefdler interests, Kuhn, Loeb & Co., and related banking and
commercial concerns. Apart from Hitler and Hindenburg, perhaps
no German individual was better known in the United States than
Hjalmar Horace Greeley Schacht, the banker and wizard o the Ger-
man economy from World War | to the late thirties.15

Certainly, the study o both groups—arms makers and
bankers—finds not only similar behaviors but often the same indi-
viduals. Broadly speaking (and this goes for arms makers and
bankers throughout the European world), both groups constituted
international operations that justified influenceover their own gov-
ernments by their supposed patriotism. Ye both used their own
governments to subsidize their operations and produce enormous
profit. Both arms makers and bankers were active in handing out

B3john E. Wiltz, In Search of Peace: The Senate Munitions Inquiry, 1934-1936
(Baton Rouge: L ouisianaState University Press, 1965). Thereport d the Nye
Committee, often called the Nye Report, isin U.S. Senate, Special Commit-
tee Investigatingthe MunitionsIndustry, 73rd Cong., 2nd sess., 1936.

14Smedley D. Butler, War isa Racket (New York: Round Table Press, 1935).

155chacht’s 1953 memoirsappeared in translation in the United States with
the title Confessions of the Old Wizard: The Autobiography of Hjalmar Horace
Greeley Schacht (New York: Houghton Mifflin, 1956).
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subventions to the pressin order to shape public opinion in needed
ways. Perhaps most importantly, the interests d both groupslay in
a cycle d conflict. The arms makers needed conflict for huge
demand and close relations with the governments being supplied.
But they also needed bouts o armed peace or cold war to upgrade
technologiesand sell their new goods. The bankers likewise needed
conflictasaway d financing governments war effortsoverall, forg-
ing al kinds o ties with those governments, and gaining govern-
ment help in crushing their business rivalsor taking them over. Ye
timesd peacewere especially important for bankers, because even
greater profits were forthcoming from reconstruction efforts after a
conflict was over, counted then not by millionsbut by billions.

The nature d armaments technology beforeand during the First
World War madethetermsd the " destruction-reconstruction™ nexus
far moreextreme. Advancesin artillery, aboveadl, made shellfiremore
powerful, more accurate, and more destructived livesand property.
Artillery stood at the center of war tacticsin 1914, and became even
more predominant as the war progressed. The result was maximum
destruction. For interests which combined arms production with
investment banki ng, maximum destruction meant maximum oppor-
tunity for profitsfrom reconstruction after the war.16

Afew figureswill giveanidead the scoped destruction. At the
Armistice, the Entente powers on the Western Front and the Italian
Front had in their lines 29,315 artillery pieces.17 Shelling was more-
or-less constant along all fronts, especially the Western Front. It
intensified with attacks, and the pre-attack explosivesexpended in
shells or mines tended to increase as the war went along. Artillery
shellscamein many varieties, and by the end o the war, they were
raining high explosive, shrapnel, burning heavy metds, gas, and
other death-dealing substances down on enemy positions. The zone
d destruction on the Western Front alone was roughly 400 miles
long by 50 miles wide. OF these roughly 20,000 square miles, some
substantial segments remain today so thoroughly impregnated with
chemicals, live explosives, and other detritus d war that they are
still “red-zoned" by the French government—that is, habitation is
simply forbidden, and no economic activity is allowed, except 1og-
ging in some cases. Some villages are today remembered only by
reunion associations, since the families have been scattered to live
elsewheresince 1914.18

16Tooley, The Western Front, pp. 88-3G.

17Randal Gray and Christopher Argyle, Chronide o the First World War
(New York: FactsOn File 1991), vdl. 2, p. 283

18For a generd descriptiond the zone itsdlf, see Todey, The Western Front,
pp. 258-63.
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The destruction was enormous, and the inefficienciesd "'recon-
struction™ combined government bureaucratic highhandedness
with the "' reconstruction™ elementsd "' reparation’ deal swhich con-
tinued for over adecadeafter thewar. Indeed, thelittle-investigated
story d the actual recongtruction d France, Belgium, and the other
reparation recipients is beyond the scope d this study, but it is a
story that contains €l ements one might expect from nearly a century
d experiencewith such processes: politicizationd '*reconstruction,”
monopoligtic relationships between governments and companies
chosen to do the reconstructing, and various other financia tech-
ni ques associ ated with government programs.1?

Engelbrecht and Hanighen worked against this background,
and also from the perspective d the populist historical revisionism
which formed an important component d the intellectual move-
ment against aggressive war. During the vibrant discussions o
American interventionin the war, imperialism, and militarism dur-
ing the1930sand afterward, most d the" mainstream’™ historiansin
American academe were missng in action. Indeed, under the
renewed wavesd war and destruction which began only five years
after the publication d Merchantsd Death, all but the staunchest
American criticsd the warfare state were overwhelmed. The name
d the book lived on, it istrue, but in caricature form, so that by the
1960s and 1970s, college professors could assert, without having
read it, that the Merchantsd Degth "theory" was that World Wer |
had come about solely because d the makers d munitions and
armaments—a simplificationwhich the authorsexplicitly rejected .20

Since the Second World War, scholarly historical literature on
armaments and the originsd World War | have tended to cast the
issuein termsd an armaments competition among the Great Pow-
esd Europe. Historians have argued over whether naval arma-
ments were more significant in this regard, or whether land-based
weaponry played the mgor role in the competition.2! Sill, the
assumption at the heart d any such interpretation is that the arms

19The best study o reconstructionis the recent work by Hugh D. Clout,
After the Ruins: Restoringthe Countryside a Northern France After the Great War
(Exeter, UK.: University d Exeter Press, 1996).

20Engelbrecht and Hanighen, Merchantso Death, pp. 5-11.

21 An extensiveargument for theimportanced naval armamentsin the com-
ing d the war is Paul Kennedy, The Rise o the Anglo-German Antagonism
(New Yak: Allen & Unwin, 1980). Two recent worksspeak convincingly for
the primacy o 1and-based weaponsin the arms competition: David G. Herr-
mann, The Arming of Europeand the Making o the First World War (Princeton,
N.J.: Princeton University Press, 1996); and David Stevenson, Armaments and
the Coming of theWar: Europe, 1904-1914 (New York: Clarendon Press, 1996).
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"race’ which preceded World War | wasin a sense automatic: Euro-
pean states built more arms when they observed other states build-
ing more arms. Engelbrecht and Hanighen examine more convinc-
ing historical instrumentalitiesin that they provideat least a history
which is full & contingencies and individual motivations, rather
than a history which seems predetermined. Ye, by and large, his-
torical scholarship has paid little lasting attention to the idea that
armaments makers encouraged statesto go to war.

Likewise, in termsd the bankers and their role in armaments
and the making d war, the great crusade d the Second World Wer
wiped out much d theexisting interest in thistopic aswell as many
others. The earlier critique was largdly forgotten in the heady war
for freedom against the Axis Powers. Perhaps, in addition, thefinan-
cid ditesthemsdvesdid morein theway d publicity to makethem
seem a necessary and important part d the American struggle for
"freedom™ here and abroad.

Thegeneral subject d theinfluenced international bankingand
business has been at the core  some prominent dissenting inter-
pretations o the modern world, including interpretations from
widely separated pointson any given political spectrum. Largebod-
iesd popular literature on the malign influence d the bankersand
big businessexist and have existed since at least the late nineteenth
century. A thorough and satisfying scholarly treatment d this his-
torical subject hasyet to bewritten, but many partsd thisstory have
been investigated, both from within academia and outside it. The
following sectionsd thisessay constitutean attempt, first, to assess
Engelbrechts and Hanighen's insights into the broad topic d
bankersand big businessin World War | in light o the seriousliter-
ature which has emerged in the seventy years since its publication.
From the componentsd this historiography,wewill exploreaswedll
the outlinesd a broad reconstruction d the relationshipsinvolved.

OTHER SCHOLARS CONSIDER THE | SSUE

From the scholarly world, a mainstream historical literature on the
enormous influence d big business and banking on United States
intervention in the First World Wa began to emerge only in the
1960s, and it wasfairly limited even then.22

221 am using the terms " mainstream' and "'scholarly" in this article to indi-
cate the academic world d university-trained historians (and economists
and political scientists, etc.). It isworth noting that the graduate education
d alargepercentaged academicswriting the history discussed herein have
been supported by foundations related to many o the companies men-
tioned in thisarticle. For example, the present writer was a Du Pont Fellow
at the University o Virginiaduring one stage d his doctoral work.
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Gabriel Kolko and the New Left

New Left revisionism, especially the work d Gabrid Kalko,
made it into the mainstream o the historica and political con-
sciousness at this time, but the Marxist biases  many New Left
revisonists rendered their work off-putting to many scholars who
might have been interested in broadening the discussion and taking
up the topic d international banking and its relationship to World
War 1.23 As the New Lé€ft critique d American interventionism, or
partsd it, entered the mainstream d the American historical pro-
fession in the 1970s and 1980s, the whole topic d the bankstended
todrop out d the argument.

Someinterestin theinfluenced bankerson the First World Wa
has reemerged with younger scholarsin the 1990s, but hardly any
note d disapproval remainsin these works, in which monopolistic
businessand international bankersin particul ar are seen to be pow-
erful, but well-intentioned and altruistic.24

Georges-Henri Soutou

Recent works on theeconomic diplomacy o the First World War
have been few, but Georges-Henri Soutou's magisterial monograph
on the economic war aims d al the bdligerents should be men-
tioned here. Soutou's work is not especially critical d the role o

23Kolko hasdealt with thisthemerepeatedly, but hisclassicstatement o the
problemis Gabriel Kolko, The Triumph of Conservatism: A Re-Interpretation of
American History, 1900-1916 (Chicago: Quadrangle Books, 1963). Some stu-
dentsd New Left revisionists such as Kolko, William Appleman Williams,
and Lloyd Gardner continued to work on thesetopicsfor sometime. See, for
example, Harry N. Scheiber, ""World Wer | as Entrepreneurial Opportunity:
Willard Straight and the American International Corporation," Political Sci-
ence Quarterly 84 (September 1969): 486-511; Gail L. Owen, "'Dollar Diplo-
macy in Default: The Economics of Russian-American Relations,
1910-1917,” Historical Journal 13, no. 2 (1970): 251-72; and RobertaA. Dayer,
" Strange Bedfellows: JP. Morgan & Co., Whitehall, and the Wilson Admin-
istration During World War I,"* Business History 18 (1976):127-51.

24gee, for example, Priscilla Roberts, "Willard D. Straight and the Diplo-
macy d International Financeduring the First World War," Business History
40 (1998):16- 47; Martin Horn, Britain, France, and the Financing of the First
World War (Montreal: McGill-Queen's University Press, 2002); Martin Horn,
"A Private Bank at War: JP.Morgan & Co. and France, 1914-1918,"" Business
History Review 74 (Spring 2000): 85-112; and Jeffrey Frieden, ' The Econom-
ics d Intervention: American Overseas Investments and Relations with
Underdeveloped Areas, 1890-1950,” Comparative Studies in Society and His-
tory 31 (January 1989):55-80.
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business on national policy in one way or the other, but his study—
based chiefly on archival materials—ismassive, and his conclusions
arein many ways consistent with the thesisd Merchants of Death.

Soutou's analysisdf American bankers and American policy is
particularly useful here. He attributesagreat deal d direct influence
by investment bankers and business on the decisionsd Wilson and
his administration. In Soutou's interpretation, almost all the Ameri-
can political and financial elites viewed the war as an opportunity
for the expansion o American capital and Americaninfluence.

The pre-intervention phase of the war represents for Soutou a
period in which Wilson tended to be swayed by "hemispheric"
arguments that the United States should continue and indeed
expand its political and economic power in Latin America, argu-
ments which came to Wilson most significantly through William
GibbsMcAdoo, aformer corporate lawyer who was Wilson's Secre-
tary o the Treasury and son-in-law. McAdoo was associated with a
specific group o banks and corporations who stood to gain if their
activitiesin Latin Americareceived even more subsidizing from the
American public.

Ye after late 1916, Soutou argues, Wilson became convinced by
the arguments for an " Atlantic" (Anglo-American)outlook repre-
sented by Secretary of State Robert Lansing, the Federal Reserve
Board, and the Morgan group. In the end, according to Soutou,
American entry into the war was not solely due to economic causes,
athough many influences from circles d high finance influenced
policy. On the other hand, he says, American entry had very direct
and massive economic consequences, and it signaled an expansion
of American economic goalsfrom the old hemispheric plansto the
world scale.?5

Carroll Quigley

On the other hand, Carroll Quigley, alongtime professor d his-
tory at Georgetown University and establishment historian contem-
porary with the New Léeft revisionists— but very far from any revi-
sionist camp— attributed a great influence to Anglo-American
banking concerns. Oned Quigley's research specialtieswasthe his-
tory o banking and finance in the nineteenth and twentieth cen-
turies, and this research is reflected in his books Tragedy and Hope
(1966) and The Anglo-American Establishment (written in 1949). In
these works, Quigley described explicitly a kind o secret, benevo-
lent “network” consisting o international bankers and connected

25Georges-Henri Soutou, L'or et le sang: les buts de guerre économiques de la
premigre guerre mondiale (Paris. Fayard, 1989), pp. 353—411.
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elitesin business, education, the media, and government which had
existed since the nineteenth century:

The powers d financial capitalism had another far-reaching aim,
nothing less than to create a world system o financial control in
private hands able to dominate the political system d each coun-
try and the economy d the world asawhole2é

Rather than hiding itslight under a bushel, this dlite network,
Quigley thought, should have been proud o itscivilizing activities.
If these representativesd the Anglo-Saxon rich and powerful had
used variouskindsd secret manipulations, they had done so, in his
view, to maketheworld abetter place. The network wasled by indi-
viduals whom Quigley saw as good and upright internationalists,
such as Cecil Rhodes, Alfred Milner, and other men with London
banking connectionsand influencein hallsd power, including espe-
cialy thegreat New Yak financid groups.?” In Quigley'stelling, the
roled thisditeand itsbanking connectionsin World War | wasthat
d financing the " Anglo-American™ cause against the Central Pow-
ers, whose victory might have threatened what he viewed as the
existing Anglo-American Pax Romana. Any imperia referencesare
clearly intended, since Quigley's insider dite—from Rhodes and
Milner on down—was doggedly paternalistic and thoroughly
"invested" in overseasimperialism.

Quigley's admiring description d this subterranean network
which encompassed international bankers in the United States,
Great Britain, and, to some extent, on the Continent as wdl, imme-
diately became a staple d theorists d conspiracies. One reason is
that his description d a " conspiracy' among the elites d money,
family, and power is clear and unequivocal. At the same time,
though mainstream academe and the mainstream communications
media amost universally denigrateor ignore the study d all but a
few "politically correct" large-scale conspiracies in history,
Quigley's stature as historian and his connections with the North-
eastern power structuresd” money and educationmadeit impossible
simply to write him off.28 Quigley died in 1977, but hisreputationas

26Carroll Quigley, Tragedyand Hope: A History of theWorld in Our Time (New
York: Macmillan, 1966), p. 324.

271bid., pp. 52-63; and Carroll Quigley, The Anglo-American Establishment
(New York: Basic Booksin Focus, 1981).

28Quigley isoftenmentioned (inuniversity syllabi, for example)asa"world
historian™ or "meta-historian™ in the ranks d such writers as Arnold Toyn-
bee, William H. McNeill, Michel Foucault, and others. His book, Carroll
Quigley, The Evolution of Civilizations. An Introduction to Higtorical Analysis
(New York: Macrnillan,1961) is still regarded as astandard work.
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an expert on power eliteswas confirmed pod morterm in 1992 when,
in his acceptanced the Democratic Party homination for president,
Bill Clinton referred to Quigley, his teacher at Georgetown, as an
inspiration on par with that offered him by John F Kennedy's pro-
nouncements.29

Antony C. Sutton

A number o conservative and libertarian writers took up the
subject d the bankers from the 1960s, bringing to paleoconservative
and libertarian audiences a highly critical picture o bankers and
their influence, premised in essence on an argument similar to the
central point o Engelbrecht and Hanighen, that the great interna-
tional banking houses d New York not only exercised enormous,
and malign or sdlf-serving, influencein government circles, but that
they were so powerful that they shaped events to a striking
degree.30

The academic work d Antony C. Sutton is the most important
d these. Sutton was an economist with a deep background in the
engineering aspectsd heavy industry. Hisfirst publication touching
on the topic o international bankers and eliteinfluence on modern
history, Western Technology and Soviet Economic Development, lay just
of the mainstream d Sovietology and academic history. A more
explicit critique o the subterranean influence and manipulations o
international banking houses followed in the form of Wall Sreet ad
the Bolshevik Revolution. The Wall Street book and the Western Tech-
nology volumes are very closaly related thematicaly, and both are
products d intensive research. But the six years that separate these
two workswere yearsin which Sutton was dropped by the Hoover
Institution, where he had worked, and which had published the
first f these books.3! The publisher of Wall Sreat ad the Balshevik

295ee Quigley's obituary in The Washington Star (January 6, 1977). See also
Bill Clinton's speech, "Hope for the Future,” New York, Democratic Con-
vention, 16 July 1992,4President.org.

30See Alan Stang, The Actor: The True Stoy o John Foster Dulles (Boston:
Western Islands, 1968);and Gary Allen, None Dare Call | f Conspiracy (Boston:
Concord Books, 1971).

31Antony C. Sutton, Western Technology and Soviet Economic Development, 3
vols. (Stanford, Caif.: Hoover Institution on War, Revolution, and Peace,
1968-73). On Sutton's departure from mainstreamacademe, see Gary North,
Foreword to The Bes Enemy Money Can Buy, by Antony C. Sutton (Billings,
Mont.: Liberty House Press, 1986); and Richard Pipess commentson Sut-
ton's work in Survival is Not Enough (New York: Simon and Schuster, 1984),
pp. 259-60, esp. n. 29. Pipesassertsthevaued Sutton's Western Technol ogy
books, but saysthat they tend to beignored by the mainstreamas " extreme."
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Revolution was Arlington House, which had been associated with
many figuresfrom the Old Right. Sutton followed with several more
works dealing with the nexus d money, technology, banks, and the
maligninfluenced money and power elites.32

In brief, Sutton showed solid evidence that international
bankers, or merchant bankers, were directly active in encouraging
the United Statesto support Britain in amost unneutral way during
World War |, an assertion which—as we have seen—Harry Elmer
Barnes had made forty years before Sutton. But Sutton’s reconstruc-
tion was much more detailed and far-reaching. He pointed out first
that the maneuverings o American business and financial interests
had taken over a directing influence in the imperialized world o
pre-1914. Goals related to the shaping o world affairsled concerns
like JP. Morgan & Co., National City Bank, and American Interna
tional Corporation (a wartime combination o interests from both
therival Morgan and Rockefeller camps) to help create revolutionin
Russia so as to have a completely new field for American invest-
ment. Thisvision, according to Sutton, wasvery much related to the
grandiose plansfor Americanfinancial and market control of China
planned by Morgan agent Willard Straight.33

Chargesd anti-Semitism are frequently leveled against histori-
ans and other writers who discuss banking elitesand conspiratorial
influence. After all, the history d Europe and the history of a num-
ber d Jewishfamilies have intersected in such away that, from the
eighteenth century, somed the most successful and influential inter-
national banksin both Europe and the United Stateswere the Roths-
child house, Gerson von Bleichroder in Berlin, Jacob Schiff in New
York, and others. Hence, anyone who studies the largest banks o
modem times will be studying some Jewish banks. On the other
hand, it is aso true that from the end o the nineteenth century
onward, the anti-Semitic movement attached special importance to
the' rootless” international banking activitiesd Jewsin Europe and
elsewhere. Indeed, the " Jewish world conspiracy' was a standard
element d anti-Semitic writing long before Hitler took it up. Actu-
dly, Sutton dealt with the evidence for a* Jewishworld conspiracy"
explicitly in hisWall Sreet and the Bolshevik Revolution. He assessed
various theories d "Jewish™ conspiracies to promote Bolshevism
and found thesetheoriesflawed, the evidence nonexistent. A central

32 Antony C. Sutton, Wall Sreet and the Bolshevik Revolution (New Rochelle,
N.Y.: Arlington House, 1974); Antony C. Sutton, Wall Sreet and FDR (New
Rochelle,N.Y ArlingtonHouse, 1976); and Antony C. Sutton, Wall Sreet and
the Rised Hitler (New Rochelle, N.Y Arlington House, 1976).

335utton, Wall Sreet and the Bolshevik Revolution, pp. 125-44.
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stage d most theories proposing American Jewish bankers as fin-
anciers d the Bolshevik Revolution (Trotsky in particular) is the
supposed role d the American Jewish banker Jacob Schiff, head o
Kuhn, Loeb & Co. Sutton demonstrated from solid documentation
that Schiff was against support for the Bolshevik regime, unlike
many bankersfrom the Morgan and Rockefeller orbit. Sutton there-
fore explicitly rejected the various " Jewish Conspiracy™ theories
that make the Bolshevik Revolution the result o Jewish high
finance.34

G. Edward Griffin

Many works by journalists and other writers followed the
research studiesd Sutton, most d them in a popular vein, and few
d them going beyond the work Sutton had done, except in many
casesto add one conspiracy or another onto Sutton's description of
apower elitewithout much in the way o solid evidence.

Yd some conservative works built solidly on Sutton and his
sources. The most successful o these is the recent work, from the
Old Right tradition, The Creaturef rom Jekyll 1sland: A Second Look at
the Federal Reserve, by writer and researcher G. Edward Griffin.35
Griffin builds on firm information from Sutton, Murray Rothbard,
and many others to create a broad treatment o theroled the Mor-
gan, Rockefdler, and Kuhn, Loeb & Co. banking interestsin Ameri-
canlifeand the rest o the world as well. Beginning with the found-
ing d the Federal Reserve System, Griffin showsthe extent to which
the system allowed the Morgan and Rockefeller agents and partners
who ran the system to manipul ate the dollar during World Wer I.

In addition to making loans outright, JP. Morgan (the younger,
known to contemporaries as “Jack”) became chief purchasing agent
for Britainin the United Statesas well assalesagent for Allied bonds
offered on the American market. With the dollars from the bonds,
the British and French bought goods which bolstered their war
effort. "Morgans” (a term used to designate the house d Morgan
and its ancillary companies) also owned or controlled many o the
manufacturing firms which gained ordersfor munitions, uniforms,
and an array d other goods.

Griffin points out that the impact of German submarines on the
shipping o these war goods acrossthe Atlanticwas so dramatic that
the entire Allied cause was endangered. As Griffin putsit:

341bid., pp. 185-211.

35G. Edward Griffin, The Creaturefrom Jekyll Island: A Second Look at the Fed-
eral Reserve (Wedlake Village, Cdif.. American Media, 1994).
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It becameincreasingly difficult to sdl their [the Allies] bonds. No
bonds meant no purchases, and the Morgan cash flow was threat-
ened. Furthermore, if the previoudy sold bonds should go into
default, asthey certainly would inthewake d defeet, the Morgan
consortium would suffer gigantic losses.36

Hence, Morgans and other American banks not only lobbied very
hard for Americanintervention, as did the British, but also engaged
in a massive public relationscampaign to get the United Statesinto
the war.

Griffin has been a well-known Old Right writer and thinker for
many years, and his specialty has been putting together larger pic-
tures o interpretation and presenting his interpretations to a non-
specialist public. From the standpoint o historiographical canons,
Griffin's study is not designed to follow the more rigorous, mono-
graphic standards o argumentation and primary evidence which
Sutton observed in his early books, but the breadth of The Creature
from Jekyll 1dand as an overview is nonetheless impressive. It suc-
ceedsvery well as history or interpretation for the broader public.

Murray N. Rothbard

An equally broad treatment o the topic under discussion, and
one more focused and incisive in scholarly terms, is the analysisd
libertarian economist, political philosopher,and historian Murray N.
Rothbard. A consummate scholar, Rothbard combined attention to
evidentiary rules with a sweeping understanding o the modem
world to achieve somedramati cinsightsinto recent history. We now
turn to hisinsights into the topic o bankers, arms makers, and the
First World War.

Rothbard began to write about thisissuein the early 1960s, and
he returned to it in the '80s and '90s. In 1963, in his famous essay
What Has Government Done to Our Money? and in hisbook America's
Creat Depression, Rothbard made some brief but significant remarks
ontheroled thewhole Federal Reserve schemein the cataclysm o
war that followed immediately on its heelsin 1914, with the sugges-
tionthat thefinancial housesinvolved in the secretivecreationd the
Federal Reserve had used their newly gained inflationary freedom
to influencethe course o the war and the peace to follow. He dis-
cussed theissue d the support for statism and control o society by
elite financial interests in his essay from the late 1980s, ""World War
| as Fulfillment: Power and the Intellectuals.”3” But he covered these

361bid., pp. 260-61.

37Murray N. Rothbard, "World War | as Fulfillment: Power and the Intdl-
lectuas,” Journal of Libertarian Studies 9 (Winter 1989), pp. 81-125.
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issues much more extensively in his larger study, History & Money
and Banking in the United States.38 Here, Rothbard el aborated on what
he apparently considered one d the crucial events o the twentieth
century, thefounding o the Federal Reserve and the immediate use
d itsinflationary potential to financethewar in Europe and prolong
thewar o "fulfillment™ so asto produce the world that followed.

In a crucia passage dealing with the origins o the Federal
Reserve, Rothbard focuses on the ideas o Charles A. Conant and
other intellectuals and businessmen in the Morgan orbit who
worked out the world view underlying the creation o the expan-
sive, crusading "'democratic” state of later years. He showsthat from
the late nineteenth century, elite American financial circles devel-
oped an analysisd world power and American dominance that ran
quite parallel to contemporary British, Russian, and German visions
d expansiveworld power and imperialism, and was influenced by
similar cultural influences. Various components went into the plans
d Conant and othersfor theimperial expansion d American power
and capital across the globe, but one d the more important was a
kind d determinist logic in which industrial society was supposed
to be producing surplus capital in the modern age, and since the
supposed surplus capital must be employed somewhere, it would
be employed best in exporting a new American system: a manage-
rial system o imperial goods collection, profit-making, and expro-
priation which they dubbed “democracy.”3?

These preliminariesto the creation of the Federal Reserve paral-
leled the expansion o the United States to imperialism with the
Spanish-American war, the practice d Dollar Diplomacy in the
yearsbefore World War |, and, throughout this period, regardless o
administration, the export o "democracy.” This process almost
invariably meant military invasion, expropriation o individuals in
the countriesinvaded, "'reformed” financial systems under the con-
trol of American international bankers, and the "export™ o Ameri-
can capital under monopolistic circumstances which gave compa-
nieslike United Fruit and Standard Oil control of local resources.

Meanwhile, Conant and others had foreseen that there was
much work to be done at home. Rothbard summarizes: ** Domestic
society, he claimed, would have to be transformed to make the

38Murray N. Rothbard, History of Money and Banking in the United Sates: The
Colonial Era to World War 11 (Auburn, Ala: Ludwig von Misss Inditute,
2002). See ds0 Murray N. Rothbard, "The Originsd the Federd Resarve™
Quarterly Journal of Austrian Economics?2 (Fall1999):3-51.

39Rothbard, Histoy of Money and Banking, pp. 208-34.
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nation as 'efficient’ as possible. Efficiency in particular, meant cen-
tralized concentration o power.”40 Above al, if American capital
was to "'conguer” the globe, a means o manipulating the national
currency would be necessary. Aswe have seen, the Federal Reserve
supplied this means.

Another o Rothbard's insights into World Wer | relates to his
interpretation o the Progressive Movement. The older historiogra-
phy (which still prevails to some extent in the year 2004) pictured
the Progressivesas altruistic experts who rose up to assist the work-
ersand farmersin their revolt against the rich and powerful. In his
Histoy ¢ Money and Banking, Rothbard asserted that *'the truth was
the reverse d this well-worn fable.” In fact, going beyond Kolko's
similar starting point, Rothbard shows that big-business interests,
"led by JP. Morgan and Company,"” saw their monopolies threat-
ened by competition, so they founded and financed the Progressive
M ovement to bolster monopoly: **Monopoly could be put over in the
named opposition to monopoly!" The financing o intellectualsand
socia scientistsin this paternalistic cause, from the late nineteenth
century onward, supplied armies o supporters d cartelistic effi-
ciency and social imperialism.41

The result was that, when the war came, most American intel -
lectualswelcomed it as "' fulfillment™ of one goal or ancther, as did
monopolisticbusinessand empire-building international bankers. It
certainly fulfilled the arms makers to the overflowing. Rothbard
investigated this general tendency, especially among Progressive
intellectuals, in a brilliant 1989 article, "World War | as Fulfillment:
Power and the Intellectuals." The various threads d Rothbard's
analysis go together the following way:

bankers and monopoalistic business financed the British and
eventually helped push the United Statesto intervene, in the
named an American peace program which would leave a
world open to " American capital™;

+ intellectualspushed their positivistic and technocraticver-
sionsd socialism;

+ thepower o the government (evenits ability to stamp out
sin) and its centralization o society grew apace;

business was concentrated by the conditions o war and by
government fiat;

+ the populace was manipulated into akind of vacuous sup-
port for the " crusade”; and

401bid., p. 212.
411bid., pp. 183-85; emphasisin origind.
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+ apeacewas arranged in which American banking houses
arranged for the reconstruction o war damage, meanwhile
lending money to Germany so that Germany could pay
reparations to the Allies, who in turn could pay back their
war debts in the United States.

Therichand powerful monopoly interests got richer and more pow-
erful.

Only a few other historians and economistsin the libertarian
camp followed Rothbard in this broad reconstruction. Among the
most significantd those who have done so is Robert Higgs. Though
bankers and businessis not the main topic d Higgss classic, Criss
and Leviathan, his chapter on "The Political Economy o War,
1916-1918” deals in some detail with the business aspects d the
rapid growth of government during the war. For example, Higgsis
careful to show the connections between war collectivism and the
Waer Industries Board r un by Wall Street speculator Bernard Baruch,
with cooperation from other big-business individuals who helped
ratchet up government size and power as big business created
"national efficiency" by using government policiesand subsidies to
gobble up smaller and frequently more efficient competitors.42

THE BANKS AND THE ALLIED POWERS

Since the late 1960s, a number o academic research works from
mainstream sources have added details which bolster the interpre-
tation o Merchantsd Death, or at least demonstrate that American
financial and businessinterestshad clear plansthat enabled them to
welcomethewar as'' fulfillment."

Willard Straight, War Financier

The activitiesd Willard Straight provide a prime example. In
1915, this Morgans officer was centrally involved in the founding o
the American International Corporation (AIC), a joint venture of
Morgan and Rockefeller interests. In a1969 study, Harry N. Scheiber
showed convincinglythat thefounding o the AlC, in which Straight
served as vice-president, was "no isolated event,’, but rather the
extensiond a more general investment strategy designed to extend
American investment overseas, usualy with the assistance d the
United States government.43 Previously a United States diplomat

42Robert Higgs Crisisand Leviathan: Critical Episodesin the Growth of Ameri-
can Government (New Yak: Oxford University Press, 1989).

435cheiber, "World War | as Entrepreneurid Opportunity,” pp. 486-511; see
aso Sutton, Wall Sreet and the Bolshevik Revolution, pp. 125-44.
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and, by 1909, a Morgans partner, Straight worked vigorously to use
both the diplomatic resources of the United Statesand the enormous
influence o Morgans to engineer, along with a European ** Consor-
tium," a"'four-power" currency-reformloan ($50 million) to China
in 1910, which would have bolstered American, British, French, and
German control over fractured and troubled China— "' dollar diplo-
macy" on alarge scale. The deal fdl through, but Straight seemed
determined to let no more chancesdlip away for economic penetra-
tion by monopolistic business, privileged private international

banks, and the resources o the United States armed forces and
bureaucracy. As Scheiber wrote:

[Flor Willard Straight and other leading financiers, the European
war simply provided a new, more promising context for the pur-
suit o strategiesdevel oped during the Consortium episode. . .. In
light d Willard Straight's activitiesduring the war years, . . . it
seemsmoreappropriate to interpret the bankers' loansand credits
to the Allies during 1914—1917—and also such organizationinno-
vations as the AIC—sas parts d a much larger, conscious wartime
effort by an American business dlite to attain hegemony for the
United Statesin world markets, 44

Straight's program included hisadvocacy o awideranged sta-
tist "reforms” throughout this period, including higher tariffs,
increased public subsidies for American business abroad, and the
like.45 It was the AIC that fostered the Russian Revolutions, which
seemed to provide a wide field for American investment, and AIC
officerswere urging the State Department to recognize the barely
existent Bolshevik government early in 1918. Straight had married
heiress Dorothy Whitney in 1911, and her brother, Harry Payne
Whitney, was the owner d Metropolitan, a journal which wasone o
the main venues and primary sources d support for John Reed, a
journalist friend d Lenin's who proved the most vocal American
supporter o the Bolsheviks.46

This concerted push by Straight, Frank Vanderlip, Morgans,
Kuhn, Loeb & Co., and the various Rockefdler interests, along with
the strong support o Wilson's Treasury Secretary William G.
McAdoo and Commerce Secretary William C. Redfield, looks
exactly like European financial imperialism o the late nineteenth

445cheiber, "World War | as Entrepreneurial Opportunity,” pp. 491-92.

45Roberts issomewhat lesscritical o Straight and theA.l.C. thanisScheiber,
but her article "Willard D. Straight and the Diplomacy d International
Finance during the First World Wa," pp. 1647, adds much detail.

465utton, Wall Street and the Bolshevik Revolution, pp. 137-44.
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and early twentieth centuries, and that isindeed exactly what it is.4”
This connection between the paternalism, the statism, and the prof-
itsd imperialismisreally crucial to making sense d the World War
| experience.

One might thereforesuggest that thefailuresd Americandollar
diplomacy in China, Persia, and particularly Russia provided the
backdrop for the war years, when Wall Street plannerslike Straight
and Vanderlip saw the war as an opportunity to make up lost
ground and use the needsd the warring countriesto leverage them-
selvesto positions of permanent advantage.#8 It was the war itsalf
that provided a breakthrough, or, one might say, fulfillment. Before
the war, the United States had been, in the aggregate, a country
which borrowed capital. By 1915, the United States was the creditor
d Europe, and itsfinancial supremacy wasgrowing asthe European
Great Powers fired off hundreds of thousands d artillery shells at
each other. By late 1916, nearly haf o Allied war supplies came
from North America.4?

The Aims ad Activities d Woodrow Wilson

The aims and activities o Woodrow Wilson are significant in
this connection. Though the majority of academic historians have
tended to picture Woodrow Wilson as an idedlist fighting for
peace,30 some recent studiesand published recordshave shown Wil-
son to be quite cooperativewith the aggressiveand warlike plans o
his Progressive backers, Morgans and Wal Street. Extensive schol-
arship has been devoted to exploring why the United States spent
thefirst hdf o thewar acting asapro-Allied neutral and why, when
the Allied armies began to crack, Wilsonled the country into war in
191751

470n the financial processes d imperialism, see Herbert Feis, Europe, the
World's Banker: An Account d European Foreign Investment and the Connectiond
World FinanceWith Diplomacy Bdore the War (New York: Council on Foreign
Relations, 1964). Feiswaseven moreapart o the mainstream historical estab-
lishment than was Quigley, and for many moreyears. Hisfriendly account of
the" exuberant” financial background to imperialism isquite positive.

48This argument is made for the Russian casein Owen, "' Dollar Diplomacy
in Default,” pp. 51-72

49Roberts, "Willard D. Straight,” p. 17.

50See Lloyd Ambrosius, Wilsonianism: Woodrow Wilson and His Legacy in
American Foreign Relations (New Y ork: Palgrave Macrnillan, 2002).

SlFor an older but still useful overview, see Ron Gregory, The Origins d
American Intervention in the First World War (New Y ork: Norton, 1971).
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Woodrow Wilson was no doubt a complicated man, but his
behavior in this nationa crisis has been convincingly explained
since the 1920s by "old revisionists" such as Harry Elmer Barnes.
Like the Progressive intellectuals that Murray Rothbard studied,
Wilson saw the war as an opportunity. In his case, the opportunity
was to crusade for "Democracy,” which to Wilson seems to have
meant a range d concepts ranging from the group fulfillment o
"national self-determination” to what one might call the Anglo-
American way d government through parliaments to the Comtean
dirigisteand technocraticgoalsdof institutionalized paternalism. Wil-
son probably meant many things by "democracy,” but it seemsclear
from the evidence that he and his alter ego Edward Mandell House
preferred the Comtean principle o rule by elite experts.52

Wilson's goals dovetailed with those o the financial interests
who had supported him into power, though clearly, from time to
time, Wilsondid not pleaseall factionsd thefinancial world. At the
outbreak o the war, for example, Wal Street grumbled when Wil-
son's State Department issued a rule that "loans by American
bankers to any foreign nation which isat war are inconsistent with
the true spirit d neutrality.” But the introduction o the Federal
Reserve System had led to what a recent historian has called a mas-
sive and "desperate” liquidation o foreign capital in the United
States, whose prewar economy relied to a great extent on foreign
capital.53 Foreign investors feared the devaluation o the dollar. At
the same time, Britain, France, and Russia were in the process o
gearing up their domestic economiesfor war even as they used up
dollar resourcesabroad in buying American supplies.

Morgans and the British

By October 1914, Wilson's advisors (and an outpouring of opin-
ionsfrom thefinancial world) had convinced him that recovery from
thefinancial crisiswould depend on the revival o export trade, and
that the revival o trade with the now-voraciouswar economies o
Europe would necessitate American loans and credits to Europe so
that the belligerents could buy American supplies and war goods.
Wilson therefore reversed himself, and the first loans to Entente
powers were arranged beforetheend d the year. JP. Morgan & Co.
was the middleman in floating bonds on the American market. The
borrowed money went toward Entente war goods. The processwas
much delayed in the Russian case, sincetrade rel ations between the

52See JosephStromberg, " Remembering With Astonishment Woodrow Wil-
on's Ragn d Taror in Defense d 'Fresdom’,”  www.LewRockwdl.comy/
stromberg/stromberg18.html.

53Scheiber, "Warld War | as Entrepreneuria Opportunity,” p. 493.
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United States and Russia had been very poor since before the war.
Russiaat first acquired goods from the French and British, but even-
tually the Russians borrowed money both on the bond market and
directly from the United States.54

The extent of borrowing was massive. By 1917, Russia had
"gpent" $1.7 billion on war supplies in America. Some $300 million
d thiswas made good by the export o trade goods and especially
precious metals. For the rest, Russia borrowed, receiving direct and
indirect advances from Morgans, National City Bank, the United
States Government, and a variety o private lenders. Some d these
loans were secured "in the name of" Britain, France, or "the
Entente.” The total o war loans to France from the United States
was $2.997 billion, and to Britain $4.277 billion.55

The experiencesd European belligerentsin gaining loans with
the private banking houses d New Yok werein no way equal. The
process by which Americanbankersfacilitated the Entente purchase
d American products paid for by loansin Americawas full o con-
flict and problems, despite the closeness o Morganstiesin Britain,
and despite the nearly hysterical Anglophile sympathies d most
American international bankers. The history o loans to the Rus-
sians, for example, is a story complicated by pre-war American
attempts to counter Russian financial influencein Manchuria and
Persia, a series o financial clasheswhich ended with a virtual ces-
sation of trade.’®

At the other end d the spectrum, American financial connec-
tionswith London were the closest, especially the connectionsd the
largest American banker by far, JP. Morgan & Co. This huge New
York investment bank had affiliates in Philadelphia, London (Mor-
gan Grenfell & Co.), and Paris (Morgan, Harjes et Cie)—all these
together comprising the house d Morgan. The London bank, Mor-
gan Grenfell, was widely regarded asthe bank most closely in touch
with "base" operationsin New York.57

Indeed, theimportance o Morgan Grenfell in the London finan-
cia world and the size d Morgans on both sides o the Atlantic
enabled the British government to act rapidly to gain American

54Scheiber, "World War | as Entrepreneurial Opportunity,” p. 494, and
Owen, "Dallar Diplomacy in Default,” pp. 259-64.

55The figureson Russia come from Owen, ""Dollar Diplomacy in Default,”
pp. 266-67; figureson Britainand France are from Gray and Argyle, Chron-
ided the Firg World War, val. 2, p. 292.

560wen, "' Dollar Diplomacy in Default,” pp. 251-59.
57Horn, " A Private Bank at War," pp. 85-86.
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resources.58 Beforethefirst battlesd the war were over, London had
made JP. Morgan & Co. its officid purchasing agent in the United
States, and had, moreover, begun the processd borrowing from the
company as well. Traveling back and forth across the Atlantic to
help facilitate the rel ationshi pwere high Morgan officias, including
the leading partner, Henry P Davison. Willard Straight made two
round tripsto London between December 1914 and March 1915.59

Thefinancial relationshipbetween the United Statesand Britain
during the war has been examined extensvely, and it is still the
object d scholarly study. Historians Kathleen Burk, Roberta A.
Dayer, Priscilla Roberts, and, most recently, Martin Horn have dl
writtenin detail about this relationship.60 The picture that emerges
from these historiesis asfollows. The American financiersand their
subsidiary businesseswere, for the most part, pro-British to the core.
Some American bankers and industrialistswere less excited about
the British cause, and for some, the presence d non-British Entente
members seemed to spoil their enthusiasm for the whole team. For
example, Kuhn, Loeb & Co. key partnersJacob Schiff and Paul War-
burg were both drivingforcesin the creation d the Federal Reserve,
and were not nearly as pro-Entente. Schiff had long worked against
Tsarigt Russain hopesd gaining some rdief from anti-Semiticdis-
crimination and persecution for Jewsin the Russian Empire. Paul
Warburg, a Federal Reserve Board governor and former Kuhn, Loeb
partner, advised against increased loansand increased exportsto the
Entente on the economic argument that the end d the war would
bring an industrial depressionto the United States.61 Aswill beseen
below, even the relationship between the house d Morgan and the
French government was uneven.

But the bulk d those in the Morgan and Rockefdler groupsliob-
bied extensively for American support for the Entente, both through
the pressand through political contacts. Y earslater, in Nye Commit-
tee hearings, JP. (Jack)M organ madeno secret  hissupport for the
Entente: "'In spited President Wilson's urging 'impartiality evenin
thought,” we found it quite impossible to be impartial as between
right and wrong." Morgan then clarified his position: *"We agreed
that we should do al that was lawfully in our power to help the
Allies win the war as soon as possible.”62 |ndeed, though Wilson

58Kathleen Burk, Morgan Grenfell, 1838-1988: The Biography of a Merchant
Bank (New Yak: Oxford Universty Press 1989), ep. pp. 103-56.

59Roberts, "Willard D. Sraight,”" pp. 24-26.
601bid., pp. 24-26.

611bid., pp. 25-29.

62Dayer, "' Srange Bedfdlows™ p. 126.
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would seem at timesout of sorts with the Allies, and with Morgans
too, there was no doubt about his sentiments. British Ambassador
Sir Cecil Arthur Spring Rice cabled British Foreign Secretary Sir
Edward Grey on 18 January 1915:

Mr. Morgan saw President to-day. The latter was quite willing M.
should take any action "in furtherance d trade™ including
advancement [of funds] to Russia. He says President is still most
anxious to get shipping bill through but that Congress will cer-
tainly delay it for at | east sometime. M. could manage private pur-
chase  German ships if His Magesty's Government desired it.
President's personal sentiments to us are friendly and he is
opposed to proposal for restricting sale d contraband: but he is
much afraid  German vote.63

German vote or no, Wilson was signaling, and would continue to
signal, hisregard for the British cause.

Paradoxically,one of the mgjor resultsd all this Anglophilesen-
timent was to shift financial dominance from Britain to the United
States.64 As American loans began to cover British war purchases
from American suppliers, London gave way to New York as the
world's most significant financial center. By mid-1915, Morgans
began to push for something beyond the short-term | oans permitted
by the Wilson Administration, and recommended that the British
government arrange alargeloan in the United States.

Meanwhile, M organs manipul ated the exchangerate to achieve
adrop in thevalue d the pound sterling against the dollar. At the
same time, JP. Morgan & Co. notified Treasury Secretary McAdoo
that if the administration did not permit aloan to the British which
would offset and partly restoretheir lossin purchasing power, then
the British might take their business el sewhere. The Nye Committee
later construed thisset of movementsasbribery aimed at forcingthe
United Statesto permit theloan, which in turn resulted in profits o
millionsfor Morgans. Even though both McAdoo and Secretary o
State Robert Lansing recommended the loan, Wilson, pressured by
anti-interventionist sentiment asembodied by vocal politicianssuch
as Senators William Stone and William Borah, still refused to allow
alarge British or Ententeloan.

In September, Morgan partner Thomas Lamont accompanied
British officialsto Chicago to drum up interest for the loan, hoping

63The Papers of Woodrow Wilson, Arthur S. Li nk, ed. (Princeton, N.J.: Prince-
ton University Press, 1980), vol. 32, p. 87.

64This shift is described in detail in Kathleen Burk, "The Diplomacy o
Finance: British Financial Missionsto the United States, 1914-1918,"" Histor-
ical Journal 22 (1979):351-72.
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to gain political momentum by involving some non-Morgan inter-
ests. All banksin Chicago declined, except for one. Lamont was able
to persuade banker Charles G. Dawes, who owned the medium-
sized Central Trust Company, to participate, an important acquisi-
tion to the team working for the loan. Dawes would be promoting
theloan as someone outside the M organs sphere. Lamont promised
Dawesthat if he assumed the lead in backing the British loan, this
service would "make a position for him in the banking world such
as he otherwise could never hope to make.” Under the leadership o
Dawes, the Anglo-French loan o $500,000,000 succeeded and set a
precedent for further loans. American exports would rise from the
level o $2.4billioninfiscal 1914 to $6.2 billionin thefiscal year from
Junel916to Junel9l7, pushed upward by massivesalesin theform
d war material and other supplies.65

Still, frictions occurred. In July 1916, for example, Britain pub-
lished a "blacklist™ o 87 American firms and 350 Latin American
companies” guilty" or suspected o trading with the Central Powers.
Irritated almost out d his pro-Entente " neutrality,” Wilson wrote to
Colonel House:

| am, | must admit, about at the end of my patience with Great
Britain and the Allies. Thisblacklist businessisthe last straw... . . |
am seriously considering asking Congressto authorize meto pro-
hibit loans and restrict exportation to the Allies.66

For their part, the British bemoaned abandoning the financial
heights to the Americans, but still hoped for more money. Indeed,
the biggest "crisis” in the Anglo-American financia relationship
cameinlate1916, when the Britishwere exhausted by thetitanicbat-
tles d the Somme, Jutland, and (indirectly) Verdun. At this time,
Britain called for American loans totalling as much as $250 million
per month for the following six months, and potentially further into
thefuture. Moreover, theloanswereto be unsecured. Henry P. Davi-
son abruptly informed United States financial agencies that Mor-
gans was going to raise these loans by selling British Treasury hills,
hoping they would be bought by American banks and renewed
repeatedly. Davison hoped to raise upwards o abillion dollars this
way. At this juncture, the Federal Reserve Board became alarmed
that flooding the American market with paper, whose payment
would be solely dependent on war trade, was a recipe for disaster.
Drafting a warning, the Board sent it for approval to Wilson, who
agreed. British and Americanwar bond pricesfel precipitoudy, the

65Dayer, "Strange Bedfellows,” pp. 130-31; and Roberts, "Willard D.
Straight," pp. 24-26.

66Burk, "' The Diplomacy o Finance," p. 356.
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British Cabinet fel, and therate of Allied expenditures continued to
grow.67 The situation was eventually *'saved" by German reintro-
duction d Unlimited Submarine Warfare, that is, attacking supply
ships coming from North America without surfacing to give them
warning, and the subsequent entry o the United Statesinto the war
inApril 1917.

Conditions changed when the United States intervened.
Notably, the house d Morgantook cared crucial business, as histo-
rian Roberta Dayer has pointed out:

Once the United States had declared war, Morganstook every pos-
sible step to assure itsdlf that the private debts which the British
government owed the bankers and bondholders were transferred
to the United States Government in exchange for United States
Bondsor Treasury Notes. In other words, Morgansensured that it
was repaid beforethe war was over, whilethe American Treasury,
that is, the American people, assumed the British debts, which,
because o postwar debt renunciation, were never fully paid.

Many other American decision-makersrecognized that the new
relationship could work out as " fulfillment in one way or another.
AsWoodrow Wilsonwrote to House: *'When the war isover, wecan
forcethem [the British] to our way o thinking, becauseby that time
they will, among other things, be financially in our hands.”68

One might think in terms d historical irony here, since all the
American effortsin Britain'sfavor had resulted in akind o war foot-
ing that made the U.S.’s actual transition to war much smoother
than it might have been. In astudy o the Anglo-American connec-
tion in war finance and production, historian Ellen Janet Jenkins
concluded that by the timethe United Statesentered the war, Amer-
ican industry had already been mobilized for war "through the
direct efforts o JP. Morgan and Company and, indirectly, by the
British Ministry  Munitions.”69

Morgansand the French

In wartime France, too, the M organ interests maintained a piv-
otal role, but the relationship was much more difficult than with

67Burk, ""The Diplomacy of Finance," pp. 357-60; see also PriscillaRoberts,
"'Quis Custodiet Ipsos Custodes? The Federal Reserve System's Founding
Fathersand Allied Financesin the First World War," Business History Review
72 (Winter 1998): 585--620.

68Dayer, " Strange Bedfellows," pp. 134-35.

69Ellen Janet Jenkins,"'Organizing Victory": Great Britain, the United States,
and the Instruments d War, 1914-1916" (Ph.D. diss,, University d North
Texas, 1992), p. 250.
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Britain. The house d Morgan comprised four separate banking
concerns at this time—in New Yok, Philadelphia, London, and
Paris—and the Paris firm d Morgan, Harjes et Cie represented the
interestsd the house there. Oncethewar started, the housed Mor-
gan began immediatdly to facilitate French government purchasesin
America, both d foodstuffsand military goods.

Between early 1915 and May 1917, the Morgan banks received
commissionsd 2 percent (and 1 percent after the contracts totaled
$50 million) on al purchasesin the United States. Accordingto Dan
P, Silverman, Morgans made acommissiond $249 million on those
purchases. The banking house made, again in Silverman's cacula
tion, ahdf d a percent commission on a substantial portion d the
supplies the French government bought from America during the
last year-and-a-half d the war, and the French total during thistime
was $2,509,900,000.70

Another way in which Morganinfluenced thefortunesd France
was through loans. Like every other participant in the war, France
was unabl e to sustain 1914-gyle high-tech warfare for long, for the
reason that it wastoo expensivefor anythingbut ashort war. Hence,
after stalemate set in during the fal d 1914, France was desperate
for loansto pay for enormous purchases such as the ones described
above. But the French till hoped to get American loans at bargain
rates and without completely abandoning sound fiscd practice.
Morgan stood ready, but the New Yok dynasty wasdispleased with
the French. Morgan partners Henry P. Davison, Thomas Lamont,
and JP. Morgan, J., al derided French palitics and old-fashioned
financia notions. Herman Harjes, the Paris Morgan partner, wrote
in December 1914 that Frenchleaderscould not be moved from their
petty squabblesinto " doing the thing in abig way.”71

The first Morgan loan to France came through in March 1915,
but Morgan luminarieswere di sappointed. American investorshad
failed to buy into the loan, and the Morgan people attributed this
failureto the French refusal to start shipping their gold reservesto
the United Statesin order to reassure the New Yak money market
and show American investors a certain degree d good faith. Jack
Morgan complained to Herman Harjes that a "*gold reserve made
into afetish ceasesto be a reserve and becomesaliability instead d
an asst.”" Historian Martin Horn has recently suggested that Mor-
gan's animosity was fueled in part by his Anglophilia and his pref-
erencefor the British over the French in most areas.”?

7Opan P Slverman, Reconstructing Europe After the Great War (Cambridge,
Mass: Harvard University Press, 1982), pp. 200-03.

71Horm, "A Private Bark & Wa;" pp. 98-100
72Ibid., p. 100.
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Eventualy, the dissatisfaction o the house d Morgan with
French finance policy and French recalcitrance would have an even
more direct impact on wartime France. From 1914 to 1916, at |east
three French finance officias in key positions o liaison with the
United States were fired or removed from their jobs by Paris gov-
ernments in order to placate JP. Morgan & Co. The officials were
Jean Jules Jusserand, French ambassador to the U.S;; Maurice Leon,
assistant to Jusserand in New York; and Octave Homberg, French
financial representative to the U.S. Morgans saw all three as drag-
ging their feet, but Jusserand and Léon had al so made the mistakeof
originally favoring National City Bank over JP. Morgan & Co. Al
threewere removed from their positionsby 1916 because o pressure
from Morgans.”3

In addition, numerous Morgan agents played roles in and
around the French government which increased the predominance
o Morgan interests in French finance. Herman Harjes, the leading
partner o Morgan, Harjes et Ciein Paris, served the United States
army as a lieutenant-colonel . He was not destined for the trenches,
however. Hiswar was spent in the Officed the General Purchasing
Agent o the American Expeditionary Force, where he worked with
another Morgan partner in Paris, N. Dean Jay.

Their bosswas Brigadier General CharlesG. Dawes, the Chicago
banker who had "saved" the first big Anglo-Americanloan in Sep-
tember 1915 and was now head o supplies procurement and distri-
bution for the AEF. Daweswas and would be afinanceofficia in both
Republican and Democrati c administrations at the same timethat he
plied his trade d investment banker, as owner o the Central Trust
Company d lllinois. Asseen above, by 1916, hewasvery muchinthe
Morgan orbit. Theinfluential Daweswasin the fortunate position o
serving under acommander who wasoned hisbest friends: He and
John G. Pershing had been very close since the two had met each
other many years before when both lived in Lincoln, Nebraska.74

Historian Dan Silverman has recently evaluated the Morgans
relationship with the French: "By the end of the war, Morgans role
had become that of American banker to the French govern-
ment.””> This position would also put Morgans on the ground
floor at the peace conference. One might add here that Woodrow
Wilson's collection o experts and assistants at the Paris Peace

73Ibid., p. 102.

740n Dawes s association with Per shing, see Frank Everson Vandiver, Black
Jack: The Lifeand Times of JohnJ. Pershing (CollegeStation: Texas A&M Uni-
versty Press, 1977), vol. 1, pp. 115-16.

75Silverman, Reconstructing Europe, p. 203.
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Conferenceconsistedin part o academics, attorneys, and financiers
from the Morgan world. Hence, the predominance d JP. Morgan &
Co. in the postwar world and the presence d American banking
agents in practically every major international decision-making
process between the wars, from the Paris Peace Conference to the
Y oung Plan and on to World War 11.

THE ROLE OF THE GERMAN BANKERS

The German case was far different from these Allied-American
financial dealings, but a comparison o the German situation adds
someinteresting detail tothe picture o bankers, armaments, and big
businessin World War 1.

Germany had long had its own set d private investment
banks, including the Berlin representative o the house of Roths-
child, Bankhaus S. Bleichroder (whose famous leader, Gerson von
Bleichroder, had helped finance Bismarck's wars o unification),
the important Berlin concern Mendelsohn & Co., and others, many
d them with connections to Morgans as well as to other houses,
such as Kuhn, Loeb & Co.76 Great monetary upheavals in German
and European life had led the most powerful German banks to
streamline operations. From 130 deposit banks in 1874, by 1914
amost all savings and resources for credit were concentrated in
about adozen banks, most o that in thefour largest.

These banks were very much involved with pre-war military
planning, along with the Federal and state finance ministries, and
the German central Bank, the Reichsbank. As economic historian
Gustav Stolper commented:

In one economic sphere alone did Germany have something likea
plan according to which, in cased war, she could begin to act on
the very first day: the sphere & money and credit and o state
finance. The German Government had not troubled their heads
how, if the dreadful emergency came, they would procure bread
for the people and raw materialsfor the army. But they had taken
well to heart the old and wise adage the three things are indis-
pensable to wage a modem war: money, money, and again
money.””

Indeed, the German financia world was equally involved in the
sort o far-flung awareness o investing in politics that American

76See Fritz Stem, Gold and Iron: Bismarck, Bleichroder, and the Building of the
German Empire (New York: Vintage Books, 1979).

77Gustav Stolper, German Economy 1870-1940: Issues and Trends (New Yok
Reynal & Hitchcock, 1940), pp. 96-97.
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financiers such as Frank Vanderlip and Willard Straight hoped to
emulate and improve upon. Bernhard Dernburg, German invest-
ment banker, head o the Colonial Office before World War |, and
head o the Reich Finance Ministry afterward, gives, in his unpub-
lished memoir written in the 1920s, an unusually frank appraisal:

It was even then the case [before World War 1], though not in the
publicawareness, that every international political negotiationwas
attached to or carried out simultaneously with financial arrange-
ments which can only be executed by the great banking houses.
The World War and the politically motivated loan activity which
preceded it brought these connectionsto light in the clearest way.
Thefate d the belligerentswas connected intimatelv with thefate
d state finances and especially the war loans. France still mourns
today the 40 billion francswhich it handed over asa seal d friend-
ship with the Russiansand to help an ally arm itself. And in order
to enable England, France, Russia, and Italy to continue the war
and for the protectiond itsalready engaged resources, the United
States had to dig deep into its own money bags, and for thissame
purpose to plunge its own country into the war. Thisis the only
way one can make sense d the strenuous efforts & American
investment institutions.”8

The actua financial arrangements made in Germany may be
described in brief here. After war broke out, the German Reichstag
immediately (4 August 1914) passed the war credit bill which sus-
pended the redemption o all bank notesin gold, that is to say, sus-
pended the gold standard. To expand credit as rapidly as possible,
the credit bill further set up L oan Banks (Darlehenkassen)which were
to make loans to further al aspects o the war effort, including
advances on income from the war loan bonds sold throughout the
war. Raising funds for these activities was quite simple after the
suspension o the gold standard: the Loan Banks simply printed
notescalled Loan Bank noteswhich served aslegal tender. Germany
did raise taxes, o course, but printing currency and selling war
bonds became the most important means o financing thewar. Since
the inflationary policy d the Reichsbank had given the great banks
asense d increased liquidity, they, too, bought government paper,
especigally treasury hills bearing interest at between 4.5 and 5 per-
cent.”

The obvious problem was that Germany was cut df from gain-
ing either supplies or loans such as the Entente found so ready to

78Bernhard Demburg, "' Material fiir eine Lebensbeschreibung,” n.d. (prob-
ably written after his political retirement in the late 1920s), Bundesarchiv
Koblenz, Nachlass (Papers) Bemhard Demburg, val. 11, pp. 74-75. Tranda
tion mine.

79Stolper, German Economy, pp. 96—-101.
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hand. Thisisolation existed in part because o the British Blockade,
an operation at variance with international law which would even-
tually Kill several hundred thousand German civilians. Despite the
effortsd the German U-boat force, it was extremely difficultto gain
supplies from overseas. Many supplies could, however, be drawn
from Austria-Hungary and other Central Powers, and the occupied
lands behind both the Eastern and Western Frontssupplied muchin
the form o war booty. Still, most ways o acquiring supplies
required money, and as the German government expropriated its
populace, financiersattempted to gain loansfrom neutral sourcesup
until 1917.80

The German Bankersin America

Max Warburg and other bankers suggested to the German gov-
ernment that it wasworth atry to send representativesto New York
to seeif loans could be obtained, but German officialswere not opti-
mistic. The head o the Reichsbank, Rudolf Havenstein, opined that
"it was very clear to us that we were thrown back upon our own
resources and that we could expect support from no one in this
world war.”81

Neverthel ess, attempts were made. One interesting case is that
o Bernhard Dernburg, quoted above, who proposed to go to neutral
Americain 1914 and raiseloansfor buying suppliesand goods, to be
purchased and shipped by the German shipping company Hapag.82
To administer the funds which he hoped to borrow, Dernburg

80An important brief account of financing the war isin John G. Williamson,
Karl Helfferich 1872-1924 (Princeton, N.J.: Princeton University Press, 1971),
pp. 122-50. On the blockade, see C. Paul Vincent, The Palitics of Hunger: The
Allied Blockade of Germany, 1914-1919 (Athens: Ohio University Press, 1985).
For asummary and commentary on the Vincent book, see Ralph Raico, "The
Politicsd Hunger: A Review," Review of Austrian Economics3 (1989):253-59;
and see another, more comprehensive, essay by Ralph Raico, "World Wer [:
The Turning Point,” in The Costs of War: America's Phyrric Victories, John V.
Denson, ed., 2nd ed. (New Brunswick, N.J.: Transaction, 1999).

81Gerald D. Feldman, The Great Disorder: Politics, Economics, and Society i n the
German Inflation, 7914-1924 (New Y ork: Oxford University Press, 1993), p. 39.

82This story comesfrom Albert's report to hisbossin the Interior Ministry,
Theodor Lewald (found in the Lewald papers in the Bundesarchiv Berlin,
NachlassLewald 41), and fromthe memoir d Albert's later assistant and co-
worker, Arnold Brecht, Aus nackster Nihe: Lebenserinnerungen eines beteiligten
Beobachters, 1884-1927 (Stuttgart: Deutsche Verlags-Angalt, 1966), pp.
269-71. For astudy o pro-British propaganda Albert was up against, see
Jenkins, "'Organizing Victory,”"" pp. 168-96.
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drafted from the Reich Officed the Interior Heinrich F Albert, a40-
year-old official with international experience. Dernburg, who was
both investment banker and former high-ranking government offi-
cid, sailed with Albert to Americaand began beating the bushesfor
loans. This activity was perfectly legal, since the United States was
neutral, but Dernburg could not find any major banks to help out,
since they all said that they feared losing their British customers if
they made any deals with the Germans. Eventually, before leaving,
Dernburg put together a consortium of smaller Americanbanksand
came up with a$10 millionloan, but thissum wasameredropinthe
bucket.

Dernburg left his energetic assistant, Heinrich Albert, to raiseas
much money as he could. In attempting to do his job, Albert lived
the strange life o an " enemy" in a neutral country. He soon figured
out that helping find and ship goodsto Germany was only one way
he could help. In the course d shopping, he became aware o vari-
ous rare goods and crucial tooling machinery which the British, in
their wave o spending through the Morgan empire, were preparing
to buy. Albert quickly bought these goodsto prevent the Britishfrom
doing so. Moreover, understanding that the British and the pro-
British banking empires were subventioning newspapers, he found
several newspapers which would accept financial assistance in
exchangefor morefavorablecoverage o Germany, so that at least a
few news sources would veer away from the general Anglophile
course. (Albert reported later that he had not seen a German news-
paper in months, since the British regarded these as contraband and
confiscated them, especially if they were on their way to the United
States.)

Unlike his British counterparts, who appeared publicly and
often flamboyantly in their quest for loans and American support,
Albertwastailed by federal agents, in spite d thelegality o hispur-
chasingand fund-raising efforts. Eventually, the usually circumspect
Albert made a mistake. On alate streetcar ride home one evening, he
fell asleep. His briefcase was gone from his lap when he woke up.
The thief seemed to know just what to do with the contents, which
were published afew days later in the New York World. Albert had
kept his work legitimate, and his paperwork indicated no illegal
activities, certainly nothing British agents were not doing in high
profile. But evidence o newspaper subventions seemed especiadly
outrageous to the upright American press, and he was™ exposed” as
an evil German trying to influence American opinion. No charges
came from the government even then, although scrutiny increased,
and customs bureaucrats began to question Albert's shipping forms,
which listed neutral countries as destinations, but from which the
goods could be shipped on to Germany.
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He stayed in the U.S. until the spring o 1917, when the inter-
vention o the United States forced his departure. Though highly
interesting, the efforts d Dernburg and Albert had little chance o
success on so uneven a playing field. Northeastern wealth, in addi-
tion to British propaganda efforts, was financing whole armies o
journdlists, writers, and other opinion molders to maintain the pro-
Ententeslant o the pressand of Americanopinion. Against this, the
Germans had little chance in neutral America.

When we read the visionsof Americanbankers like Frank Van-
derlip and Willard Straight, it is by no meansfar-fetched to conclude
that these enormous banking concerns, in conjunctionwith the state
machinery itself, engaged in what can only be called conspiratorial
activity for their own ends, though, aswe have seen, they tended to
justify these activitiesamong themselves as the avenueto achieving
a higher good. It is clear that, among "Wal Street bankers,"” there
was a range o desires and goas. The house d Morgan worked
against Woodrow Wilson at times during both the 1912 and the 1916
elections. Some big business peopl e detested others and proved bit-
ter opponents. Different priorities among the banking groups could
emerge; for example, Rockefeller associatesseemed moreinterested
in aggressiveinvestment abroad and imperialistic control of **back-
ward" countries, while M organsseemed to give higher priority toits
Anglophileactivities.

Still, al factionscould agree on various significant and histori-
caly important issues, and they certainly cooperated at such times
under the coordination o leading individualsin business, banking,
and government. One d the keys to understanding a group repeat-
edly described as "high-minded” was the ability of investment
bankersand their agentsto conflatethe good o theworld with their
own private gainsin power, influence, and wealth. They wereinflu-
enced both by social darwinism (many o thefinancial powersin the
American Northeast were enthusiastically supporting "racial sci-
ence" and eugenics) and by New England forms o what might be
caled " Calvinist pride,” that is, pride in having the proof o God's
Grace here on earth: wealth. From these seemingly contradictory
bases of elitism came a confidencethat these planners could decide
best for the masses, and that profits from such decisionswere only
appropriate.83

The Germansand the Russian Revolution

We have a clear record that German elitesduring the war were
proceeding on as devious a course as any banking interests from

830n the attitudesamong i nternational bankers, see Horn, "' A Private Bank
at War," pp. 92-95.
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Wall Street or thefinancial circlesd London. Thisrecord isthe case
d German support for the Bolshevik Revolution. This support has
been known and written about for at least the last fifty years, and
such historians as Z.A.B. Zeman, W.B. Scharlau,8¢ and Stefan Pos-
sony have explored the German contactsvery thoroughly. Y& many
accountsd 1917 Revolutionstoday mention only in passing the so-
called sealed train on which Lenin and other exiled revolutionaries
were carried by the Germans from Switzerland to return to Russia.
Both the German foreign office and the German army high com-
mand apparently planned from the opening days o hostilities, and
most definitely by the onset o stalemate in the West in November
1914, to resort to instigating revolutionary unrest in Russia. The
object may not have been, at least in Berlin, revolution itself. At the
very least, the Germans aimed at a destabilization which would
force the tsar's government to negotiate a separate peace. Such a
peacewould haveled toimmediate changeson the stalemated West-
ern Front by allowing Germany to take most o its resources com-
mitted on the Eastern Front and throw them at the Entente in the
West. Judging from the evaluations and pronouncements o the
Alliesthemselves, thereisno doubt that such aturn o eventswould
have increased enormously the probability  a German victory.

On the other hand, as Stefan Possony made clear in an indis-
pensable 1965 study o these events, the Germansdid not gambleall
on one throw o the dice. According to Possony:

The German diplomats, experts in revolution, did not select any
one revolutionary to overthrow the government o his country.
They assumed unpredictability and so supported many revolu-
tionary persons and movements, betting, as it were, on al the
horsesin the race. They did not put these revolutionarieson their
payroll, winthem over to the caused the German Emperor, dictate
what they should or should not write, or issue orders guiding spe-
cific actions. The Germans used well instructed agentsto influence
decisionsand events, but they left the revol utionariesto their own
ideologies, tactics, and devices. Only rarely were direct contacts
made. . . . Many revolutionarieswere willing to accept any help

847 A.B. Zeman and WB. Scharlau, The Merchant  Revolution: The Life o
Alexander |gad Helphand (Parvus), 1867-1924 (London: Oxford University
Press, 1965); Stefan Possony, Lenin: The Compulsive Revolutionary (Chicago:
Henry Regnery, 1965); and Werner Hahlweg, Lenin’s Ruckkehr nach Rusdand
1917: die deutschen Akten (Leiden: Brill, 1957). The pertinent documents,
many d them discoveredin the1950sin the captured recordsd the German
Foreign Office, are in Z.A.B. Zeman, Germany and the Revolutionin Russia,
1915-1918 (New Yoak: Oxford University Press, 1958). See also George
Katkov, "German Foreign Office Documents on Financial Support to the
Bolsheviksin 1917," International Affairs32 (1956):181-89.
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offered, on the grounds that they were upholding their own cor-
victionsand were actudly using the Germansfor their own ends.
The Germans recognized this attitude, and to strengthen their
politica warfare capabilities, stimulated sentimentsd this nature.

On the other hand, Germans were careful to sdect intermediaries
or liason agents who were redidic and cynicd, willing to dly
themselveswith the Germansfor the attainment d common ojec-
tives, and who had sufficient palitical ambition to carry out their
assgnmentswith the required zest.85

The principa intermediary in carrying out these plans was
Alexander Helphand, the famous “Parvus,” a committed and
prominent Marxist Russianrevolutionary and theorist who seemsto
have made his fortune in Constantinople in the years just before
World Wer | by assisting in the international arms trade—Vickers
super salesman Basil Zaharoff was often mentioned as a Helphand
contact—and with the German Foreign Office. He was just such a
cynical person as Possony describes. Indeed, though aMarxist revo-
lutionary d long standing, he became a German agent, and might
have been a British agent as well. Helphand seemed to want revol u-
tion in Russia, but, like his German masters, he may well have been
keeping hisoptions open. Helphand funneled German money to the
Ukrainian and Georgian separati st movements early in the war, and
eventually to Lenin and the Bolsheviks. At the same time, one d
Germany's most prominent bankers, Max Warburg, helped raise
fundsfor Lenin's revolutionary work. Lenin, Trotsky, and other Bol-
sheviks waited until a real revolution broke out in Russiain early
1917, and made their way home from exile to revolutionize the
masses so that they could carry out the Bolshevik coup d’état in
October 1917.86 Hence, we see here aslightly different configuration
d the triad d banking, arms, and government in connection with
the First World War.

BANKERS AND THE POST-WAR PEACE

Another such configuration may be seenintheconclusiond thewar
as well. Actually, this subject of bankers, arms merchants, and the
peacemaking process o 1919 is an enormous historical study far
beyond the scope o this paper, and is, in many ways, the best
charted 0 all issuescoveredin thisstudy. Theinfluenced the banks
was, simply put, overwhelming. Bankersand their lawyersfilled out
the staffs o all the Allied peace delegations. A listing o Morgans

85Possony, Lenin: The Compulsive Revolutionary, Chap. 31.
86See Zeman and Scharlau, The Merchant d Revolution.
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and other Wall Street agents in and around the peace delegations
would be extensive indeed, al the way up to Morgans partner
Thomas Lamont, who went along as Wilson's personal advisor on
financial matters. The individual who suggested the famous "war
guilt clause™ asaway o fixing Germany financial responsibility was
John Foster Dulles, thirty yearsold and chief counsel o the Ameri-
can delegation, on leave from his job at Sullivan and Cromwell, a
law firm securely in the Morgan orbit. Thelist goes on and on.87

Theresult o the ParisPeaceand itsfive'treatiesdf the Parissub-
urbs" was not a world safe for democracy, but a Europe d unrest,
didocation, dictatorship, and ethnic hatred. Yd the financial settle-
ments originating from the Paris Peace Conference—reparation,
reconstruction, " stabilization" o ruined currencies—Ieft the bankers
with moreinfluence on world politicsthan ever before.88 Needlessto
sy, the short-lived " disarmament™ phase, which included German
disarmament and a naval limitation among the strongest powers,
was only a phase. The cycle would soon bring back the arms mer-
chants representing divisionsd the banking houses.

CONCLUSION

This paper is, in part, a historiographical study d what one might
call the Merchantsd Death thesis. That is, it seeksto review the his-
torical work on the subject o this classic book in the seventy years
since its publication. Frankly, the connections which they made
between arms salesmen and lobbies for large-scale violence have
never been much in dispute. Nonetheless, we have seen that few
mainstream scholars have attempted to investigate the thesis
Engelbrecht and Hanighen directly, to broaden their investigations,
or to apply their approach to elite influence on general government
policy to related groups.

Ye we find out a great deal even in a preliminary investigation
o the nexus between the state, arms manufacturers, and the busi-
ness and financial groups o which the arms manufacturers formed
a part. We have seen that many mainstream academic studies on
war financeand related matters in recent decades have contributed,

87See Paul P Abrahams, " American Bankers and the Economic Tactics of
Peace: 1919,” Journal of American History 56 (1969):572-83, a study especially
clear in connecting the prewar goalso " aggressive' investment and the set-
tlement made at Paris.

88For the extent to whichinternational financeand theinternational bankers
themselves tended to mold the international political agenda o the 1930s,
seeCharlesKindleberger, The World In Depression, 1929-1939 (Berkeley: Uni-
versity d California Press, 1973).
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sometimes unintentionally, to the picture sketched by Engelbrecht
and Hanighen. At the same time, solid investigations from the
periphery d academic history and from outsided it havemade sig-
nificant contributionsto what we know about this historical subject.

The present review d dl thisliterature pointsto someclear con-
clusons. We may certainly say the Firs World Wa had many
"causes," both proximate and distant. But arms manufacturersand
salesmen were in the specid position, both before and during the
war, d playing the double roled monopoalistic, rent-seeking, state-
supported "' bureaucrat-businessmen' at home, and freewhedling,
dl's-fair-in-love-and-war competitors abroad. In great measure
becaused thisrole, their influence on the comingand conduct o the
war was enormous. Before the war, they helped create an increas-
ingly unstableatmospherein theworld at large, first pushingin var-
iouswaysfor war, and later lobbying for its continuation, and even-
tualy for American intervention once the Allies seemed exhausted
enough to negotiate a peace.

Although the authors d the work clearly rejected the "arms
lobby" asthe only caused the First World War, a caricaturized ver-
son d the"Merchantsd Death thesis has tended to be the popu-
larly known version, and in thisversion, arms merchants caused the
war. Historians can and still do discuss the causes & World War |,
but none would hold that any single cause could have touched df
thisgreat catastrophe. As Ludwig von Mises, a profound student
war and its causes, wrotein Human Action:

People do not drink intoxicating beveragesin order to make the
"acohol capital" happy, and they do not go to war in order to
increase the profitsd the "merchantsd death.” The existence o
the armaments industries is a consequence o the warlike spirit,
not its cause.89

Wa, likedl human action, isan act & human preferencesand will.
The will for war, and hence a reason for governmentsto go to war,
has to be present, and the study d thiswill, at both elite and popu-
lar levels, istill indispensable.

Yd with the age d mass politics and mass journdiam, it is a
commonplace that the masses can be moved to support political
measures by journalistic persuasion. We have seen that many d the
armsfirms and purchaseswere tied in with great banking houses,
since all were associated with sted companies and hundreds o
other firms which enjoyed vast profits during the war. And as we
havelikewiseseen, these business combinationscarried out intensive

89Ludwig von Mises, Human Action: ATreatiseon Economics, 4th ed. (Irving-
on-Hudson, N.Y.: Foundation for Economic Education, 1996), p. 300.
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publicity and propaganda campaigns to influence their publics—
above dl in the United States. As with the pre-war arms business,
their profits tended to come not through efficiency in the market-
place, but through state subsidies and through a kind d war cen-
tralization d the economy in which the favored arms-related com-
panieswere assisted in taking over smaller contractors, in the name
d "national effidency,” "rationdization,” and similar goals.

On the American side, we might view this whole process as
going hand in hand with thelarger god d the new financia regime
d dynamic and aggressive dominance d American investments
abroad, tied in many ways to a prewar desire for *'reengineering™
and "managing" the world. The Federal Reserve was central in al
such calculations, as Rothbard and Griffin have shown. The pres-
ence d representativesd al the mgor American financial group-
ings on the ground floor d such plans from Jekyll Idand onward
indicatesthe extent to which this fundamental manipulation o the
American economy was essential in the global plans o the invest-
ment interests. Clearly, the presenced the United States as the sup-
ply house and financier for the Entente prolonged the war. The
longer the war lasted, and the more intensive the propaganda d
hatred sponsored by governments and financial houses, the more
difficult it became, whatever the decisons d the battlefidlds, to
reach any sort d settlement based on negotiation and compromise.
Even scholarswhowant to minimizethe roled armsmerchantsand
their financial empiresduring the war must admit at last that arms
merchants and bankers must—periodicdly, in any case—prefer
some level d conflict, or at least the preparation for conflict, to
peace.

During the First World War, al the significant investment banks
in the United States (and in part the other Entente powers), even
considered apart from their arms manufacturing activities, accumu-
|ated enormouswealth. Thiswealth formed an importantelement d
the background to the peacemaking after the war--one has but to
think d the Dawes Plan and the Y oung Plan to recognize this. But
thewedthitsdf also gaveto international bankers, and the house o
Morganin particular,even greater influence on public affairsthan it
had had before the war. And asthey helped mold and shape events
during the war and after, these American international bankersand
their European counterparts helped shape a peace settlement in
which the reconstruction d the devastation would offer even more
wealth and influencein thefuture. In fact, they could hardly ignore
asdf-evident calculation: the more destruction during the war, the
more potential for reconstruction afterwards.

Engelbrecht and Hanighen proved to be quite right. Thesewere
merchantsd death indeed.
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