This is the first of a new series of World Affairs
Pamphlets, which analyze international problems affecting the United States. The next
issue wilL deal with some aspect of
American foreign policy.

EUROPE
IN CRISIS
Vera Micheles Dean

For quantity 1·ates and further information write:

FOREIGN POLICY ASSOCIATION
INCORPORATED

8 WEST

40 STREET, NEW YORK, N.

Y.

WORLD AFFAIRS PAMPHLETS
NO. I
JANUARY 1938

The views expressed m this pamphlet are those of the
author, and do not necessarily refiect the opm1ons of the
Foreign Policy Association or the organizations represented in the National Peace Conference

EUROPE
IN CRISIS
BY

Vera Miehe/es Dean

FOREIGN POLICY ASSOCIATION
INCORPORATED
in cooperation with
NATIONAL PEACE CONFERENCE
8 WEST 40 STREET
NEW YORK, N. Y.

Europe zn Crisis
by
VERA MICHELES DEAN

The tension characteristic of post-war Europe showed few signs
of relaxation during the past year While the fascist dictatorships
tried to increase their bargaining power by a program of armament
and economic self-sufficiency, the democracies strove both to preserve their institu tions and to avoid general war With the successive departure from Geneva of Japan, Germany and Italy, the
dream of collective security through a· league of nations ready to
safeguard its members agamst aggression gave way to collective
insecurity, with rival blocs of great powers struggling to draw reluctant small states within their orbit. Yet, in spite of "little wars"
and rumors of wars, no country seemed ready to assume the responsibility for precipitating a m ajor conflict, and all paid lip-service
to the cause of peace.
While political annals recorded 1937 as a year of crises in Europe
and the Far East, culminating in the formation of an anti-commumst front by Germ any, Italy and Japan, economic records registered domestic recovery in a number of European countries. This recovery, in turn, stimulated international trade, whose volume in
the summer of 1937 had reached 1929 levels. A weakness in commodity prices developed in the autumn of 1937, but most economists
did not anticipate a major catastrophe such as that of 1929. On the
contrary, it was thought that the total volume of international trade
might maintain its level, despite the obstacles of tariffs, quotas and
exchange controls.
This recovery, however, was not only geographically uneven, but
rested on foundations essentially unsound. A large proportion of
public revenue and of industrial activity-in the democracies no less
than in the dictatorships-was devoted to the unproductive m;mufacture of armaments. Expenditures on rearmament, public works
and social services combined to create national debts of alarming
proportions. Vested interests continued to resist any widesprearl removal of trade barriers. And peoples everywhere lacked confidence
in the political outlook.

ln the universal scramble for sinews of war the "have not"
powers-Germany and Italy-demanded territory in Europe and
the colonies both as sources of raw materials, and as outlets
for their populations-which they meanwhile made every effort
to increase. These demands-balked by the reluctance of the
"have" powers to make economic and territorial concessions-were
based on anticipat10n not of a prolonged period of peace but of
rapidly approaching war In a world relatively free of economic obstructions, where all countries would freely exchange the products
they are best adapted to produce for those in which they are deficient,
political control of essential raw materials would be less important
than equal access to their sources. Similarly, in a world free from
fear of war, the existence of a stationary or even declining population would, from the point of view of social welfare, be more desirable than the artificial encouragement of population growth. In 1937,
however, the whole world was dominated by expectation of impending war All countries consequently believed it a matter of life and
death to bring available sources of raw materials within their political
control, and to increase their man power to the utmost limit, regardless of economic and social consequences. The prevalence of this
militarist psychology, particularly fostered in the dictatorship countries, gave exaggerated emphasis to the interrelated problems of
colonies, populations and raw materials. At the same time the
"have" countries, whose economic and financial resources endow them with far-reaching powers of political pressure, made
few efforts to remove obstacles to world trade.
On this age-long struggle between "have" and "have not" countries which existed when fascist concepts were yet unborn, was
superimposed a struggle between conflicting ideologies, which in
the degree of fanaticism it aroused bore a strong resemblance to
the religious wars of the seventeenth century. This struggle was
waged between fascism and communism, the two systems which,
after the World War, challenged the democracy millions believed
they had fought to make safe. Caught between the crossfires of
these two systems, both of which repudiated the political principles
of democracy, the democratic countries of western and northern
Europe strove to hold their own against the rising tide of dictatorship. Their action abroad was hampered by the reluctance of
their peoples to face another world conflict, and by growing realization that the intransigeance of the "have" powers during the
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post-war period had to some extent encouraged the rise of dictatorship in Germany and Italy Playing on this weakness of the
democracies, the two fascist dictatorships, linked together by the
Rome-Berlin axis and to Japan by a pact against communism,
juggled with the three areas of potential conflict-Eastern Europe,
the Mediterranean and the Far East-keeping the democraoes in
a state of distracted indecision regarding the methods best calculated to avert war In this rapidly shifting drama there were no
heroes and no villains-only fallible human bemgs driven, often in
ignorance or agamst their will, by historical forces which their selfstyled leaders served more to express than to control.

I FASCIST DICTATORSHIP ON TRIAL
If n is true that happy nations have no history, the headline space
monopolized by fascist dictatorships in 1937 might be regarded as
an mdication of inner trouble. Germany and Italy, mobilized on a
war baS!S in time of nominal peace, were begmning to <lisplay
si bans of fatirrue
and economic deterioration. Their double-barreled
b
policy of rearmament and economic self-sufficiency, designed to
guard them against outside pressure and to wrest concessions from
the "have" powers, stramed their already depleted financi al and
economic resources. T heir self-imposed isolation from the internat10nal commumty not only increased the obstacles blocking world
trade but aggravated their own internal problems and sharpened
their grievances against the "have" powers. F ascist dictatorships, no
less than the democracies they had denounced as obsolete, appeared
to be on trial.
Yet in spite of the economic and psychological tensions to which
the dictatorial countries were subjected, they showed few outward
signs of the economic collapse so often predicted by orthodox
economists. On the contrary, both Germany and Italy demonstrated
the amazing powers of endurance which can be generated in countries ruled by all-embracing dictatorships.
This outward unity rested to a large extent on the unchallenged
power of dictatorial governments to smother the slightest expression of di scontent or hostility Like the king in the Hans Andersen
fairy-tale, whose nakedness passed unnoticed until a small boy
ventured to comment about it, the dictatorial regimes retained their
hold on the public by shutting off all cnticism. Complete control
5

The government, however, was disturbed by the economic outlook. While the foreign trade balance for 1937 had on the whole
been favorable, the Reich had been forced to increase imports of
foodstuffs owing to a mediocre grain harvest in 1936. The extraordinary rise in production of iron, steel, machines and similar
goods had had its reverse side by creating a continued shortage of
imported raw materials, whose prices had meanwhile risen on

world markets. To relieve the shortage of iron, General Goering
in July set up a state corporation for the mining and smelting of
all unexploited deposits of iron by a new process adapted to low
ore grades. This step sharpened the opposition of many industrialists to growing interference with private initiative. Their point of
view was reflected by Dr Hjalmar Schacht, Minister of Economics
and president of the Reichsbank, who had long been at odds with
the more radical Nazis. These Nazis, with General Goering at their
head, had insisted on subordination of the country's economic system to the exigencies of the Four-Year Plan, designed to assure
Germany a supply of military raw materials from domestic sources
in case of prolonged war and blockade.
Dr Schacht had been particularly concerned by the condition of
government finances. Despite numerous consolidation loans, the
Reich's floating debt was still rising. This striking increase in the
public debt had been made possible by the government's monopoly
of the capital market. With the development of new industries and
the expansion of old ones, private capital issues were becoming
daily more urgent. In Dr Schacht's opinion, this situation demanded
strict government economy, slowing up of the costly Four-Year
Plan, and concentration of the country's efforts on export tradea course opposed by the radical Nazis. Dr Schacht's resignation in
November as Minister of Economics was regarded as a triumph for
General Goering and his supporters, presaging an accelerated tendency toward inflation and military control of German economy
On the credit side of the ledger, unemployment had been drastically reduced, largely because of the rise in production, encouraged
and in many cases directly subsidized by the government, notably
with respect to public works and rearmament. During the first
two years of the Nazi regime public works, especially automobile
highways useful in time of war, had been at the forefront of the
government's program. With the introduction of compulsory military service in 1935, ever larger sums were expended on military
needs. Many industries were also compelled to invest considerable
capital in plants designed to produce essential raw materials formerly imported from abroad. German recovery thus rested largely
on huge expenditures for unproductive armaments and for public
works on which no immediate return could be expected. To
carry out this program, measures of ever greater severity had been
adopted. Raw materials had been rationed and importation of food-
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of armed force, press, radio and other channels of information enabled them to create not only a closed economy but also a closed
intellectual atmosphere which little of the rumors of the outside
world was allov,ved to penetrate. Although the average German
or Italian probably wanted peace no less than the average citizen
of the democracies, he could not be reached by the pleas of pacifists,
relegated to concentration camps, and was drilled to march unquestioningly to any goal designated by his leaders. This utter
lack of free inquiry, this regimentation of minds and bodies, made
diplomatic negotiations between democracies and dictatorships increasingly difficult. Yet the dictatorial governments were no more
anxious than the democracies to provoke a general conflict which
might jeopardize their national existence. Armed for every contingency, they apparently hoped, by the mere threat of war, to
achieve without bloodshed the territorial expansion envisaged in
their programs. Nor was there much hope that the mere disappearance of Hitler or Mussolini would check the expansionist tendencies
inherent in the historical development of Germany and Italy, and
already at work before the World War

Germany's Economic Struggle
On the surface Germany's economic situation in 1937, after four
years of Nazi rule, appeared encouraging. Production was still
rising, and the output of consumers' goods was sharing more fully
in this increase than in the past. Exports, stimulated by international recovery, showed marked expansion and brought better
prices on world markets. Government finances appeared outwardly
in order. The Four-Year Plan for development of substitute raw materials, inaugurated in 1936 under the leadership of General Goering,
had proved fairly successful, and German industry had begun to
produce synthetic wool and rubber, although the cost of these products remained inordinately high.

content among groups of the population weary of substituting g uns
for essential foods tuffs. T he government itself had indicated its
awareness of moral fatig ue by increasing the frequency of its exhortations. Much of the grumbling about economic difficulties,
however, failed to crystallize into coherent opposition, which the
government, with its complete control of the nation's activities,
would if necessary be in a position to suppress or divert into other
channels.

stuffs so restricted as to necessitate limitation of consumption. Germ an econom y had been regimented, with prices, wages, fo reign
trade and consumption controlled and directed by the government.
The difficulties experienced m obtainmg raw m aterials had produced
a demand fo r "room and soil" and an aggressive campaign fo r return of Germany's pre-war colonies.
In spite of the economic strain imposed by the N azi struggle to
achieve self-sufficiency, the monetary mcome of the German people
as a whole had increased substantially smce Hitler's rise to power,
and all classes of the population-with the exception of Jews and
middle men-had shared in this rise. Improvement m national income, however, had brought no corresponding rise in the standard of
living. All classes of the populauon-farmers, industrialists, workers-had been called on to bear their share of the sacrifice' althou bcrh
the workers, caught in the pincers of stable or declming wage
rates and rising costs of living, h ad borne the brunt of the economic struggle. The totalitanan state had displayed little favoritism in its determination to subordinate all individual and group
interests to those of a nation in arms. While paying lip service to
private ownership and private initiative-and thus winnmg the
support of the middle class, fearful of communist expropriationit h ad effectively mobilized the country's economic forces behind
its program by stressing Germany's alleged grievances and the refusal of foreign powers to meet its demands for territory and raw
materials.
The increasing divorce of German economy from the rest of the
world had severely strained not only the country's resources but its
powers of endurance. Many observers believed that there were only
two ways out of this economic isolation: either an "explosion," involving territorial expansion by force; or reintegration of Germany
in world economy, urged by Britain and France. This latter
alternative, however, would involve fund amental readjustments in
the G erman economic system, abandonment of the program of
self-sufficiency, which the Reich regarded as its principal safeguard
in time of war; and political concessions to the democracies regarding Germany's expansio111st aims in Eastern Europe, which
the Hitler government did not seem ready to m ake.
Yet beneath the surface of an outwardly united and enthusiastic
n ation, unanimously greeting its Fuehrer with one voice and one
gesture of absolute devotion, fo reign observers detected growing dis-

More dangerous to the government was the far-reaching passive
resistance of organized religion to the principles of the totalitarian
srate, incompatible with independent religious groups, and to the
new tribal paganism preached by Dr Alfred Rosenberg, philosopher
of the N azi party The fundamental conflict between the totalitarian claims of the N azi state and the Catholic Church came
sharply to the fore in the. spring of 1937 as a result of the government's uncompromising efforts to enlist all children in an expanded
Hitler Youth organizauon known as the "State Youth" and to end
Confessional school education. By pressure exerted on parents in
various school elections held in southern Germany, the Nazis succeeded in reducing registrations for Catholic schools to a negligible
percentage. This campaign aroused the Pope to issue an encyclical
on March 21, in which he criticized the Reich for suppressing "liberty of choice for those who have a right to Catholic education,"
and assailed N azi philosophy for practically deifying the state and
its Fueh rer
Publication of this encyclical created a storm of indignation in
German official circles. The Papal letter was rej ected as unwarranted interference in the Reich's internal affairs. In a determined
attempt to discredit the Catholic Church, the government resumed
the trials of priests and members of religious orders on charges of
immorality which had been suspended in 1936 in deference to
world opinion.
Equally strained were relations between the Nazi government
and the Evangelical Church, which cri ticized Rosenberg's efforts
to substitute "people, blood and race" for the "living God." Elections for a new national synod which Hitler had ordered in February to restore unity among the Protestants were indefinitely post-
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The New Kulturkampf

Developments in Italy displayed some striking similarities to
those in Germany. The Ethiopian campaign and Italy's aid to the
Spanish Rebels imposed a serious strain on the country's economy
In the ordinary budget for 1937-1938 military appropriations constituted over one-fourth of the anticipated expenditures, while colonial
appropriations were nearly quadrupled. These two items together
accounted for two-thirds of the expected deficit, estimated at 3
billion lire. This deficit was to be covered by an extraordinary
budget, figures on which remained a matter of guesswork-although it was believed that the Ethiopian war and the colony's
subsequent development had already cost 12 billion lire and aid
to Franco at least 2 billion. To finance these extraordinary expenditures, the government used the gold resources mobilized during the sanctions period; increased taxes; and imposed two capital
levies-a forced loan of 5 per cent on the capital value of real
estate, and a IO per cent levy on the capital of stock companies.
Despite strict government control, Italy experienced a sharp rise
in prices, especially of goods manufactured with imported raw materials. This increase was due to devaluation of the lira in October

1936 and to Italy's policy of high tariffs. Exports, however, benefited
by devaluation, and in the last months of 1936 Italy, for the first
time in recent history, enjoyed a favorable balance of trade. This
advantage proved ephemeral. In 1937, following a poor harvest,
Italy was forced to import wheat, while simultaneously the
prices of raw materials essential for its industry rapidly increased
on world markets. To meet the rising cost of living, the government decreed a IO per cent increase in wages and salaries in August
1936 and again in May 1937, and prohibited for two years any advance in the price of bread, rents and transportation.
Impressed by the experience of sanctions which, in Italian opinion, were an unwarranted attempt by rich powers to strangle an
impoverished country, Italy rapidly developed its program of selfsufficiency To lay down the weapon of self-sufficiency, said ll Duce
in October, would be to place Italy, in case of war, at the mercy of
countries rich in raw materials. He consequently urged further restriction of imports, to be replaced by substitutes of Italian manufacture.
In keeping with this program, factories were established to produce synthetic wool and rubber, Italy strove to become self-sufficient
in wood pulp, essential raw material of the rayon and paper industries, the government fostered the "battle of wheat" to liberate
Italy of imported foodstuffs, and hydroelectric development to reduce
coal imports, refineries were built on the Adriatic coast to handle
crude oil of poor quality imported from Albania, Italy's sphere of influence; Egyptian cotton was planted in Ethiopia, and efforts were
made to exploit Italy's resources of low-gr·ade coal and iron. Even the
colonies, according to Mussolini, must achieve self-sufficiency, since
in case of war their existence might be menaced by the closing of the
Suez Canal. Yet for Italy, poor in industrial raw materials, selfsufficiency seemed even less attainable than for Germany
While the mirage of untold colonial wealth which captured
Italian imagination during the Ethiopian campaign receded before
the harsh realities of experience, the government inaugurated a
six-year plan for the development of its new empire, where it
hoped to obtain cotton, coffee, meat, hides, wool, timber, minerals
and precious metals. Actual exploitation of Ethiopia, however,
awaited pacification of the country and completion of roads, houses,
drainage and other undertakings which must precede the settlement of Italian families.
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poned, after both the German Christians and the opposition Confessional Church movement had clearly indicated they would not
accept the results of any poll unfavorable to their cause. In order
to keep its doctrine free from Nazi influence, the Confessional
Church worked for complete separation of Church and State, and
won over to this course most of the moderates who had once favored some compromise with the government. The Nazis, finding
that their plans for unified control of the Church were in danger
of being thwarted, renewed their persecution of Confessional
pastors, hundreds of whom were imprisoned and held without
trial. The gravity of the Church struggle was revealed in November, when German army chaplains informed Hitler that the country's military strength was being endangered by opposition to the
government's policy on Church problems. The chaplains estimated
that at least 12 to 15 per cent of the population had been forced into
bitter opposition to the state and the Nazi party by the campaign
against Christianity, and that this percentage included "portions of
the population who should be pillars of the state."
ltal,y on the March

The government, which already controlled banks and credit
institutions and, during the Ethiopian war, proclaimed the nationalization of industries working for war purposes, took over shipbuilding in 1937. This measure, according to Mussolini's statement,
did not presage a government monopoly of industrial production
such as exists in the Soviet Union. Il Duce, while acknowledging the
value of private imti ative, argued that the state may intervene wherever public interest is paramount or private initiative is msufficient;
and Italian industrialists, like their German colleagues, had discovered that, once the totalitarian state had been accepted in principle, it was practically impossible to check the Juggernaut of government control. Industrial production was speeded up and concentrated on m anufacture of war equipment, creating a shortage
of essential raw m aterials which were rat10ned, as in Germany
National economic development was financed by skillful manipulation of savings and insurance funds, which the government borrowed for its program. Italy's economic struggle was facilitated by
the formation of the Central Corporative Committee, composed of
government representatives and heads of 22 regimented corporations, whose ultimate function, in Mussolini's words, is to "b ury
economic liberali sm."
In Italy, as in Germ any, considerable discontent appeared both
among workers and industrialists, and fascist intervention in Spain
proved by no m eans popular In October sixteen intellectuals were
brought to tnal for an alleged plot agamst the state linked to communist propaganda. The government was also harassed by native
unrest in Ethiopia, where a n attempt to assassinate General Graziani, then Viceroy of the new empire, was followed by wholesale executions. Discontent, however, assumed no concrete for m, although
the government, as in Germany, was forced to whip up national
morale by frequent appeals to patriousm. The Ethiopian campaign and, to a much lesser degree the Spanish crisis, gave
Mussolini an opportunity to divert public opinion from economic
difficulties to foreign adventures, which promised not only increase
in territory and raw m aterials, but added prestige on the international scene. This appeal proved fairly effective with the m asses of a
people which resents the opinion held abroad-especially in Britain
-that Italy is a romantic country of picturesque gondoliers, archeological remains and Mazzinian aspirations toward liberalism,
which cannot be expected to display the military prowess and
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talents for colonization regarded by the British as their peculiar
heritage. The failure of nch and complacent Britain to admit that
fascism might prove successful in raising Italy from the status of
a "proletarian" among nations to that of a great power, rankled in
the minds of m any Italians, and lay at the basis of their desire to
"show off" at Britain's expense in Africa and the Mediterrane'a n.

II BEHIND THE SOVIET EXECUTIONS
The twentieth anniversary of the Soviet government, celebrated
in November 1937, found the U.S.S.R. at the hig hest point of industrial and agncultural development it had reached smce 1917. It
was marred, however, by a struggle between the Stalin government
and the so-called T rotzky1sts. This struggle revealed that the StalmT rotzky controversy regarding the principal objectives of the Bolshevik revolution had lost none of its explosiveness. Stalm had
advanced the theory that sooalism could be successfully built in one
country-Russia. H e contended that, instead of dissipatmg its resources by fostering Communist revoluuon throughout the world,
the nation should concentrate all its efforts on building and safeguarding socialism within its borders. Trotzky, on the contrary,
believed that socialism could never be built in a single country,
least of all a country so industrially backward as Russia. He argued
that the Soviet system was neither socialism nor communism but a
form of state capitalism on the fascist model , and maintained that
the Stalin government has betrayed the cause of world revolution
by subordinating the Third International to the national interests
of the U .S.S.R.

Building Socialism in One Country
Since 1927, when Stalin triumphed over Trotzky by expelling him
first from the Communist party, then from the country, the government has socialized industry, collectivized agriculture, and transformed the state into an enormous business enterprise operated by a
widely ramified bureaucracy of government and party officials and
technical experts. Dunng this penod, regarded as transitional, the
m achinery of the state, far from "withering away" as predicted by
Engels, extended ns g rip over all ph ases of life in the Soviet Union;
the class struggle was intensified, drastic measures being adopted
13

against peasant kulaks during the 1933 campaign for collectivization; and the appearance of marked differentiations between the
incomes of various groups was not only tolerated but encouraged
by the government.
Industrial output-with a few conspicuous except10ns, notably
coal-contmued to nse. Rapid expansion of all branches of industry
absorbed available labor, leaving practically no unemployment.
Labor productivity in large-scale industry increased, partly owi~g
to the widespread adoption of the efficiency methods introduced m
1935 by the coal-nuner Stakhanov These methods, however, were
resisted by many workers, and were denounced by European tradeunion leaders as another form of the "speed-up" usually regarded
as an objectionable capitalist device. Money wages generally increased and an attempt was made to reduce the cost and improve
the qu~lity of foodstuffs and other consumers' goods, prod~ction of
which had been subordinated to the development of heavy mdustry
The most striking achievement of the Soviet system was the
revolution effected in agriculture by the collectivization of peasant
farms. By the end of 1937, 240,000 collective farms-supplied with
modern agricultural implements by over 4,000 machine and tractor
stat10ns-had been substituted for the 21,000,000 individual peasant
households of the pre-war period. A bumper crop was harvested
in 1937, ending all fear of passive peasant resistance, which in 193'3
had threatened to jeopardize the Soviet system. The government
multiplied efforts to fulfill its promise that collectivizatio~ would
bring the peasants a more prosperous and comfortable life than
individual farming.
Improvement m the standard of living was a~compani:~ by gro~:,
ing differentiations in incomes; a new emphasis on the bourgems
virtues of domesticity; renewed interest in the small pleasures and
luxuries of life; and official recognition of many forms of personal
property, consecrated by the new constitution of 1936 ..This reco~
nition was deplored by some observers as a retrogress10n to capitalism and a surrender to bourgeois fleshpots. Soviet spokesmen,
however araued that personal property is entirely compatible with
'
b
h
.
socialism and even communism, provided it serves t e pnvate use
of the worker and his family, and does not become an instrument
for exploitation of the labor of others. What the Soviet government
opposes is not individual own.ers~i~ of pers~nal property, bu~ accumulation of capital by the mdividual for mvestment m pnvate
14

enterprises employing hired labor Only the reappearance of such
enterpnses could be described as restorat10n of capitalism.
Critics of the Soviet system argued that the U.S.S.R. had failed
to adueve the socialist classless sooety envisaged by Marx and
Engels. They pointed to the increasmgly coercive character .of the
Soviet state and the continuance of one-party rule which, they
claimed, prevented the development of a true workers' democracy.
Trotzky, in particular, contended that the party and government
bureaucracies constituted a new ruling group, which enjoyed a disproportionate share of "socialist" property as compared with the
masses of workers and peasants, and that exploitation by the state,
sole employer of labor, had been substituted for exploitation by
capitalist elements. In Trotzky's opinion, socialization of the means
of production and establishment of planned economy had failed to
produce socialism in the Soviet Union, because a low level of industrial product10n had perpetuated "bourgeois forms of distribution." True socialism, he declared, could be achieved only after the
outbreak of world revolution in countries whose level of industrializat10n permits distribut10n of goods not according to work-a concept regarded by Trotzky as a capitalist atavism-but according to
need.
Stalin, for his part, asserted that economic differences between
social groups were bemg gradually obliterated, that basic class
antagonisms had disappeared, that in the Soviet Union, where
only two classes-workers and peasants-live amicably side by side,
there was room for only one political party, and that the U.S.S.R.
was moving in the direction of socialist economy and a classless
society, as laid down in the new constitut10n adopted by the AllUrnon Congress in December 1936.

ls the U.S.S.R. Headed for Democracy?
This document, applied for the first time in the country-wide
elections held on December 12, was based, according to Stalin, "on
principles of extensive socialist democracy " While the new constitution democratized electoral procedure and proclaimed a "socialist"
bill of rights, it did not materially alter the admmistrative system or
the predominant role played by the Communist party in the Soviet
state.
The Soviet Union, according to the constitution, is a socialist
state of workers and peasants, whose political structure is composed
15

of soviets or councils of "toilers' deputies," while its economic foundations rest on a planned system of socialist economy and socialist
ownership of implements and means of production. The constitution distinguishes between socialist property-the wealth of the
whole people-and the personal property of individual citizens. Side
by side with the prevailing system of socialist economy-which embraces land, waters, forests, factories, mines, railways, means of
communication, banks, state farms, mach111e and tractor stationsit permits the existence of small enterprises owned by individual
peasants and handicraftsmen, and acknowledges the right of all
Soviet citizens to own and inherit personal property such as income
from work, savings, houses, domestic utensils, books and clothes.
The new constitution provides for universal, equal and direct
suffrage. All citizens who have reached the age of eighteen may
now vote, irrespective of race, nationality, religion, education, social ongin, property status, and past activity The category of disfranchised, which at one time affected eight million persons for
political or economic reasons, is thus officially abolished. While
the constitution gives citizens the right to organize "for the purpose of developing the organizational self-expression and political
activity of the masses of the people," this right is in practice nullified by the provision that no political group other than the Communist party can be formed in the Soviet Union. Opposition groups
and even Communist factions regarded as inimical to the "party
line" are given no opportunity to present their views to the voters.
Elections, which until 1936 were usually open, the vote be111g taken
by a show of hands, will now be held by secret ballot. The electoral
situation in this respect will not differ materially from that in
Germany and Italy, where voters also enjoy the secret ballot, but
can vote only for candidates presented by the official Nazi or
Fascist party Soviet spokesmen, however, contend that "socialist
democracy," in contrast to that practiced in bourgeois states, will
increase the participation of the masses in admimstrative affairs.
The 1936 constitution contains a comprehensive and elaborate
"socialist bill of rights." Soviet citizens have the right to guaranteed
employment and payment for their work in accordance with quantity and quality; the right to rest; the right to material security in
old age as well as in the event of sickness or loss of capaoty to
work, the right to education. Women are accorded equal rights
16

with men in all spheres of life. Any attempt to restrict these rights,
or to propagate racial or national hatred and contempt-a thrust at
Nazi Germany-is punishable by law The constitution, however,
does not bar propagation of hatred or contempt on political grounds,
as demonstrated by the abuse and invective directed at alleged
Trotzkyists in 1937· All citizens are granted freedom to perform
religious rites and conduct anti-religious propaganda-but not to
conduct propaganda on behalf of religion.
The new constitution assures inviolability of the person, the
home, and secrecy of correspondence. The effectiveness of this
provision obviously depends on the extent to which government
officials are prepared to respect personal rights. The wave of mass
arrests and executions wh1Ch coincided with the promulgation of
the new constitution indicated that, in practice, the government
was not yet ready to dispense with extreme methods of repression
when it believed itself threatened by opposition or treason.
Freedom of speech, of the press, of assembly and meetings, of
street processions and demonstrations, is also guaranteed by the
new constitution. These liberties, however, are not to be en1oyed
by opponents of the existing regime-monarchists, Mensheviks,
Social Revolutionaries or Trotzky1sts-who are regarded as lunatics or criminals. The only political group recognized by the constitution is the Communist party, which continues to enjoy a
monopoly of political power This party-to which the Webbs
ascribed the "vocation of leadersh1p"-is to act as the vanguard of
the working people "in their struggle to strengthen and develop
the socialist order "
The "dictatorship of the proletariat," in practice exercised by the
Communist party, is itself subject to the dictatorship of the party's
political bureau of ten members, of which Stalin has been SecretaryGeneral since 1922. All fundamental problems of party and government policy are first threshed out in this Politbureau. Failure to
follow party directions, and other offenses "recognized as criminal
by the public opinion of the party," are subject to penalties ranging from censure to expulsion. The severe treatment meted out to
dissenters by the Politbureau is justified by Communist leaders on
the ground that "the monolithic unity" of the party-regarded as a
bulwark against capitalist reaction-can be maintained only by
strict enforcement of the "party line." This line, invariably bolstered
17

up by q uotations from Lenin's works, represents the policy which
Stalin and his associates consider best adapted to existing condit10ns.
Centralization of party authority in the hands of the Polztbureau
and elimination of opposition within the party were denounced by
Trotzky and other Old Bolsheviks as a betrayal of "party democracy" which existed in the days of Lenin. Trotzky was no more
prepared than Stalin to restore democracy in the Western sense,
with the free participation in the country's affairs of parties representing differing political and economic views. What he demanded
was an opporturnty to form an active opposit10n within the Communist party-an opportunity which the Stalin regime, as shown
by its efforts to stamp out Trotzkyism, was not ready to concede.
Trotzky regarded the new constitution as a betrayal of the Bolshevik revolution, representing "an immense step back from socialist to bourgeois principles" and creating "the political premises
for the birth of a new possessing class," as well as a new ruling
group composed of government and party bureaucrats. This
bureaucracy, in his opinion, must be overthrown by a new revolution, directed by the Fourth International, which would restore
Communist party democracy and revive the traditions of revolutionary internationalism. Only thus, he believed, could the Soviet
Union be saved "for the socialist future," and the true principles of
Marxism be made to triumph throughout the world. He insisted,
however, that despite Soviet bureaucracy, it was the "absolute duty"
of every revolutionist to defend the social basis of the U.S.S.R.
against both "foreign imperialism and domestic Bonapartism."
The Soviet Trials Treason or Persecution?
Trotzky's summons to a new revolution against a regime which,
in his opinion, had turned its back on Bolshevism and was headed
toward fascist reaction, gave some color to the ruthless campaign
against alleged Trotzkyists, which began after the murder of Kirov
in 1934 and reached its peak in 1937· This campaign, by the end of
1937, had taken a toll of approximately one thousand known executions, among them such famous Old Bolsheviks as Zinoviev and
Kamenev, and prominent army leaders like Marshal Tukhachevsky,
Vice-Commissar of War, accused of plotting a military coup against
Stalin with the aid of the German Reichswehr Thousands of other
persons had been arrested throughout the country, including
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writers, dramatists? .engi~eers, technical experts, army and navy
comma.nders, admmistrative officials, educators and diplomats. A
determmed effort was made to rid the country of foreigners, even
some whose loyalty to the regime had hitherto been unquestioned.
The revolut10n, like Saturn, seemed ready to devour its children.
The charg~s brought against these men and women ranged. from
sabotage of mdustry, agriculture and other branches of economic
activity, to conspiracy for the overthrow of the Soviet system with
the cooperation of hostile foreign powers. At the most spectacular
of the. Trotzkyist trials, held in Moscow in January 1937, Radek
and Piatakov testified that they had been in contact with the exiled Trotzky, who had allegedly instructed his followers in the
Soviet Union to form an organization for the overthrow of the
Stalin government. Trotzky, they declared, had plotted with German and Japanese officials-notably Rudolf Hess, one of Hitler's
closest associates-for a fascist invasion of the Soviet Union in the
hope that war, regarded as inevitable in 1937, would result in the
~ownfa.ll of Stalin and the establishment of a Trotzky regime. For
Its services to the Trotzky cause Germany, according to the testimony o~ the accused, was to receive the Ukraine, while Japan was
to acqmre the Maritime and Amur provinces. The self-confessed
plotters were to pave the way for foreign attack by acts of espionage,
sabotage of industries essential for national defense and terrorism
including assassination of Stalin and other gove:nment officials'.
From ~is asylum in Mexico Trotzky categorically denied all charges
made ~n Mo:cow'. and offered to produce evidence to the contrary
at an impartial tnal by a non-partisan international body .
. That the ace.used, many ·of whom belonged to the pre-revolutionary ~eneratlon and had been identified with the Trotzky opposition m 1927, were dissatisfied with Stalin's course in domestic
and foreign affairs is entirely plausible. Such men as Radek, Piatakov and .sokolnikov-men of intelligence, proved ability and independent iudgment-would be unable indefinitely to conceal their
disagreeme~t with . the existing system, but neither could they,
under. ~ d1ctat?rship, find an outlet in open criticism and legal
oppos1t10n. It is not unnatural that, deprived of freedom of expression, they turned to underground activities, long a practice of
the revolutionary movement before 1917. But did their expressions
of dissatisfaction and their desire for a change in regime go beyond
mere talk and wishful thinking? Were they translated into action?
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The public confessions disclose that the accused exchanged views,
and occasional letters. Such exchanges, harmless in a democracy,
assume under a dictatorship the proportions of treasonable conspiracy in the minds not only of the government, but of the wouldbe plotters. This may explam the elaborateness of confessions
which, on close examination, fail to reveal important acts of terrorism or sabotage.
Again, it is entirely credible that representatives of hostile powers
would utilize every opportunity to obtam the support of opposition elements in the hope of weakening the Soviet regime, and
that malcontents, despainng of effecting any change by legal means,
mio-ht
accept foreio-n
assistance to achieve their ends. What strained
b
b
the credulity of many foreign observers was the Soviet government's attempt to establish a connectwn between Trotzky, fervent
advocate of world revolution, and Hitler's anti-Semitic regime,
which had taken the lead in a crusade against the Third International, whose emasculation was one of T rotzky's chief gnevances
against Stalin. The post-war period has witnessed many strange
bedfellows in European pollt!cs. But neutral observers felt that the
burden of proof was on the Soviet government, and called for evidence other than the confessions of Trotzky's alleged fellowconspirators.
Some observers believed that the Soviet government, before
applying the new constitution which restored the voting rights of
the formerly disfranchised classes, had seized on anti-Trotzkyist
charges to rid the country of all opposition elements which might
challenge the Stalin government at the polls. Others thought that
the Soviet Union, by emphasizmg at spectacular trials the dangerous and far-reaching character of fascist intrigues, hoped to enlist
Western democracies in an anti-fascist front. Yet these trials, far
from winning the sympathies of democratic peoples, aroused their
fear that the Soviet government, while proclaiming democracy on
paper, remained true to terrorism and dictatorial rule.
The tnals had disclosed an appalling picture of disorganization,
waste and inefficiency in the principal Soviet industries, which the
government had blamed on the wrecking activities of self-confessed T rotzkyists. Yet the execution of opposition leaders did not
check disorganization or prevent a slump in Soviet production of
coal, oil and non-ferrous metals. This led foreign observers to assume either that opposition to the government was more wide20

spread and virulent than had been originally admitted, or that industrial mefficiency was due not merely to sabotage, but to fundamental flaws in Soviet operation of planned economy That the
latter assumption had a strong element of truth was indicated in
May, when Valery Mezhlauk, then Commissar of Heavy Industry,
urged substitution of small and manageable plants for mammoth
enterprises, and suggested partial revision of Soviet emphasis on
Stakhanovism.
The Soviet government had good reason to fear that Nazi Germany would use every device of diplomacy and propaganda to
blacken the reputation of communism, which Hitler denounced
as a threat to European civilization. The violent anti-commumst
speeches of Nazi leaders; the diplomatic manoeuvres culmmatmg
in the formation of an anti-communist front by Germany, Italy
and Japan; and the aid given by fascist powers to General Franco,
who claimed to be fighting the "Red" regime of Madrid-all these
developments were interpreted in Moscow as so many links in a
movement to encircle and, if possible, destroy "the first workers'
republic in the world." In preparing to resist this fascist encirclement, the Soviet government not only expanded its military forces
and strengthened its heavy industry, but made a bid for the collaboration of the Western democracies-France and Britain-in the
formation of a united front against fascism. To facilitate this task,
the Soviet government relegated to the background the Third International, chief bogey of the capitalist world, and urged the creation in non-fascist countries of a Popular Front, in which communists were to join all anti-fascist elements, including such former
communist bugbears as socialists, Catholics and bourgeois.
Following the lead of France, with which it had concluded a
pact of mutual assistance in 1935, the Soviet government agreed to
participate in the non-intervention agreement on Spam. At the same
time it did not discourage popular sympathy for the Spanish Loyalists, publicly identified with the cause of workers throughout the
world. Until the autumn of 1937, when its attention was distracted to the Far East, it supplied munitions and war materials to the
Loyalist forces. Yet, in spite of frequent clashes with the London
Non-Intervention Committee, the Soviet government seemed reluctant to burn its bridges with Western Europe, fearing isolation in
the anticipated struggle with Germany and Japan.
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Not that Moscow cherished any illusions about the Western
democracies which, in its opinion, had sadly failed to call the bluff
of the fascist dictators. Britain, whose conservative government
hoped eventually to reach a settlement with both Italy and Germany, showed no desire to pull chestnuts out of the fire for the
Soviet Union in Europe or the Far East. France, torn between its
desire to retain Britain's friendship and its anxiety to prevent German hegemony in Eastern Europe, tended to play down the value
of the Franco-Soviet pact, and was reluctant to conclude a military
agreement with the U.S.S.R. On the one hand, it believed that the
military and industrial power of the Soviet Union had been weakened by the Trotzkyist executions. On the other, it feared that
the U.S.S.R., if threatened with exclusion from Western Europe,
might reach an agreement with Germany, as it had done at Rapallo
in 1922. The Soviet government, aware of these vacillations and
fearing that France might follow Britain's lead toward reconciliation with Germany, repeatedly created incidents during the Spanish
crisis in the hope of preventing formation of a Western fourpower bloc.
The extent to which the Soviet Union had really been shaken by
the anti-Trotzkyist campaign was difficult to determine. Some observers believed that, far from weakening the country, this campaign had strengthened it for future emergencies by eliminating
all hostile or potentially dangerous elements. They contended
that the majority of the accused belonged to the generation of underground revolutionaries, trained to methods of terrorism and
conspiracy, who could not keep in step with the tempo of socialist
development, and that these disaffected, corrupt or vacillating elements had been replaced in key posts by the young generation,
unalterably loyal to the Stalin regime and the cause of "building
socialism in one country."

,,

of national resources; succeeded in mitigating conflicts between
capital and labor; struck a balance between the claims of the individual for a maximum of liberty and those of the state for a maximum of discipline; avoided the excesses of Right and Left extremism; found it possible to maintain or improve the standard of
living of the masses, and demonstrated that democracy, far from
being in a state of senile decay, as asserted by fascist dictators, has
unsuspected reserves of vitality in countries where comprehension
of its methods has become an integral part of the people's consciousness. At the same time, the fact that democratic governments cannot, with impunity, disregard public opinion on major issues of
policy, prevented their prompt and effective action in international
affairs, leaving the initiative in the hands of the dictatorships.

Recovery in Britain

Meanwhile, the European democracies, threatened abroad by
fascist encroachments, faced at home the task of relieving economic
and social ills without sacrificing democratic practices, made doubly
precious by acquaintance with dictatorial methods across their
borders. On the whole the democratic countries, without resort to
force, achieved a considerable measure of social control over the use

In Britain the National Government, dominated by the Conservatives, emerged unscathed from the crisis precipitated by the abdication of Edward VIII. Following the coronat10n 111 May of
George VI, which served as an opportunity for the lavish display of
public sentimentality and imperial splendor so dear to English
hearts, Neville Chamberlain, Chancellor of the Exchequer, succeeded Mr Baldwin as Prime Minister The Labor party-the only
important opposition group-healed its internal rifts by reconciliation with the left-wing elements led by Sir Stafford Cripps, made
striking gains in the municipal elect10ns of October 1937; and presented a realistic "short program" embodying, not revolut10nary proposals, but a substantial advance toward socialism. It was not yet
in a position, however, to challenge the government, which took
full credit for the country's striking economic recovery since 1935·
Nor did the government have anything to fear either from Sir
Oswald Mosley's fascists, discredited 111 public op111ion by their antiSemitism, or from the communists, whose bid for the formation of
a united front was rejected by the Labor party
Industrial activity, spurred on by the inauguration in February
of the largest armament program in the country's history, assumed
vast proportions in 1937· Rearmament coincided with a boom in
housing and the production of goods for civilian use, notably
.automobiles and radios. British exports of manufactured products
were also favored by the rise of raw material prices, which increased
the purchasing capacity of non-industrial countries.
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Danger-signals, however, were not lacking in this roseate picture
of British prosperity. The rise in the price of industrial raw materials was accompanied by a rapid increase in costs, especially in
branches of industry closely connected with rearmament. In the
autumn of 1937 the security markets, affected by the black mood
?f the New York Stock Exchange, showed a sagging tendency,
mterpreted as a warning of impending trouble. Several distinguished economists, notably J M. Keynes, contended that a
recession was in sight, and advised the government to prepare at
once for a new slump by mapping out a program of public works.
The striking increase in industrial profits and the shortage
of skilled labor in key industries encouraged the British trade
unions to press for higher wages. Early in 1937 strikes were threatened in the coal mines and the London bus system, but were adjusted soon after the Coronation. While the Special Areas, which
had suffered particularly from the depression, had shared in general
recovery, unemployment in that region remained a serious problem.
Its solution was hampered by the fact that a large number of the
unemployed are either 45 years and over, too old to be retrained, or
else under 25, and have received no technical training.
In agriculture the government, faced with the problem that
Britain, primarily an industrial country, must import the bulk of its
foodstuffs and may be threatened by a critical food shortage in case
of war, actively prepared for war contingencies. The planting of
cereals, which would assume vital importance in time of war, was
~ncouraged in preference to stockbreeding. The desirability of stockmg food for war emergencies, especially sugar and wheat, was also
urged by some economists.
The return of prosperity had but little tangible effect on Britain's
foreign trade policy, which remained faithful to the system of
tariffs and quotas imposed in 1931 when Britain, abandoning its
century-long attachment to free trade, resorted to protection. True,
the British government intimated that it might welcome revision of
the Ottawa agreements by which it grants preferential treatment to
the agricultural products of its Domrnions, and the question was discussed at the Imperial Conference held in London immediately
after the Coronation. Yet Britain's long delay in opening negotiations for a trade treaty with the United States created the impression that its Conservative government was not ready to encourage that "healthy growth of international trade" which it
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had repeatedly declared to be a prerequisite of political appeasement. Its deosion to take that step in November was attributed less
to economic considerations than to the political expediency of conciliating the United States, whose cooperation Britain hoped to
obtain in the Far East.
T lie French "Pause"
In France the Popular Front government formed in June 1936 by
the Socialist leader, Leon Blum, succeeded in launching the most
impressive series of social reforms in French history, only to founder
a year later on the shoals of financial difficulties. A sensitive poet
and political idealist long accustomed to the negative role of
opposiuon leader in Parliament, M. Blum, on taking office, displayed unexpected energy in applying his theories of government.
In ten weeks he pushed through Parliament a "New Deal" program of social and economic legislation, including introduction of
the 40-hour week, collective contracts between capital and labor,
reorganization of the Bank of France, whose control was taken out
of the hands of the notorious "two hundred families," and nationalization of the armaments industry These social reforms, however, were imposed on an economic structure unprepared to bear
them. Confronted by a serious financial emergency, M. Blum was
forced to call a "pause" in March, when he postponed further reforms, and announced a more conservative course designed to
restore confidence and end widespread hoarding of capital.
The March crisis was due primarily to the disappointing results
belated and insufficient devaluation. By depreciating the franc
111 September 1936 the government had hoped to stimulate business
and to bnng about a return of French capital, enabling the Treasury
to cover its needs in the loan market. Events failed to justify these
expectations. Industrial production and export trade were seriously
handicapped by the rapid advance in production costs. This advance
was due not only to wage increases, application of the 40-hour week
and other reforms, but also to the sharp rise in prices of imported
raw materials entailed by devaluation. What most seriously disturbed the government was continued hoarding of capital, inspired by lack of confidence in the franc and fear of further "socialist" legislation. With the Treasury nearly empty, the cabinet
und ertook various measures calculated to revive confidence, and in

?f
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March floated a huge national defense loan. The French people
rallied to the government's aid, and subscriptions poured in, temporarily strengthenmg the position of the Treasury
French busmess, however, continued to cold-shoulder the Popular Front government. In desperation M. Blum, on June 15, asked
Parliament to grant him full powers until July 31 "to take by
decree all measures needed to assure the recovery of public finances
and to meet attacks agamst public savings and credit." The Chamber approved the full powers, but the Senate, dominated by the
extreme conservative wing of the Radical Socialists, completely
emasculated the government bill. Faced with a choice between
abandoning his financial program or precipitating a political
struggle at a moment when France was confronted with serious
problems abroad, M. Blum preferred to resign. He was succeeded
by the Radical Socialist leader, Camille Chautemps, a shrewd politician, who retamed M. Blum and other Socialists in his cabinet.
Contrary to the expectat10ns of France's ill-wishers abroad, the
fall of the Blum government created no public disturbances. The
Chautemps cabinet, on June 30, obtained full powers from the
Chamber of Deputies and the Senate to deal with the financial
crisis, the gravity of which was frankly revealed by the new Finance
Minister, Georges Bonnet. Armed with these powers, which expired on August 31, the government once more devalued the franc,
allowinoit to seek its own level. This new devaluation did not
b
abrogate the tripartite monetary understanding of September 1936
by which the United States, Britain and France had undertaken "to
maintain the greatest possible equilibrium in the system of international exchange."
In September, yielding to a new wave of pessimism concerning
the political and economic outlook, the franc slumped once more
to an II-year low, representing a depreciation of 49 per cent over
the preceding year This pessimism was not justified by the country's financial condition. Government finances had been considerably strengthened by M. Bonnet's drastic measures. By additional
tax levies and economies, the Finance Minister had halved the
ordinary budget deficit for 1937 and had balanced the accounts for
1938. The extra-budgetary requirements which must be covered by
borrowing had been substantially reduced. The government had
also established a national railway company, in the hope that this
measure would relieve the Treasury which, since 1921, had advanced
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large sums to cover the deficits of railways without having any real
control over their management. Production, however, continued to
la()"
and while wholesale prices were rising more slowly than before,
b'
.
retail pnces and the cost of livmg contmued to increase, causing
discontent among industnal workers and government employees.
Economic recovery should be facilitated by the stability of the
Chautemps government, originally regarded as a stop-gap, but
strengthened in October by the local elect10ns, which registered
a victory for the policy of "pause." The break-up of the Popular
Front, widely predicted after M. Blum's defeat in the Senate, had
failed to materialize. At the same time this defeat reflected a
fundamental shift in public opinion, grown weary of reform and
eager for a breathing-spell wh ich would permit the country to
take stock of its situation. With M. Chautemps' advent to power,
the Radical Socialists assumed the position of center party The
Socialists in the cabinet simultaneously moved slightly to the
Right, as compared with the extremist Socialist group led by Marceau Pivert, which demanded M. Blum's withdrawal from the government and msisted on integral fulfillment of the Popular Front
program. For the time being the moderate Socialists retained the
whip hand, as shown by M. Blum's personal triumph at the Marseilles congress of the party in July Nor did the Socialists display
much enthusiasm for union with the Communists, whose position
had been weakened by Trotzkyist executions in the U.S.S.R., and
whom both the Socialists and the General Confederation of Labor
suspected of a desire to "bore from within." While the Radical Socialists might eventually seek the support of independent politicians
further to the Right, such as Paul Reynaud and Pierre-Etienne
Flandin, they had nothing to fear from fascist groups, discredited
by scandals involving their two outstanding figures, Colonel de la
Rocque and Jacques Doriot.
What most impressed foreign visitors who flocked to the Paris
Exposition in the summer of 1937 were the youthful enthusiasm
and enterprise manifested in all fields of activity; the calmness of
the masses in the midst of the crisis, and the degree of unanimity
which, in spite of editonal recrimination, was being g radually
achieved on major issues. France was recovering from the staggering
loss in man power and intellectual ability it had suffered during the
war years, and a new generation of the "less than forty" who were
children in 1914 was taking over the responsibility of governmg the
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country and shaping its intellectual life. This new generation was
intensely interested in social welfare, physical educat10n and economic progress, yet remained true to the tradition of individual
liberty whICh has marked French history smce 1789. On fire with
idealism, it realized that lasting reform in a country like France
must be achieved not by coercion but by collaboration, and brought
a firm yet temperate attitude to the consideration of internal problems.

In spite of alarmist reports circulated from Germany and Italy,
France persisted in its attachment to democracy, and rejected the
idea of a dictatorship, whether of the Right or of the Left. It wa~
generally agreed in France that the social reforms introduced by the
Blum government were not only necessary but long overdue, and
could not be abandoned by any subsequent government. At the
same time it was admitted that these reforms-and especially the
40-hour week-must be applied less "integrally," with greater elasticity and more consideration for the needs of specific industries.
A marked tendency toward moderation and compromise prevailed
both in the General Confederation of Labor, which feared to
jeopardize reform by too great intransigence, and among the more
progressive employers, who admitted the need for reorganization
and modernization of French industry
Progress in Belgium

In Belgium the cause of fascism was dealt a heavy blow in April
1937 when the leader of the Belgian Rexist party, Leon Degrelle,
was overwhelmingly defeated in his campaign for election to the
Chamber of Deputies from the Brussels district. The size of
M. Van Zeeland's majority represented a serious setback for
the Rexists. Under the vigorous leadership of Degrelle, this
fascist group had increased with phenomenal rapidity and, following the elections of May 1936, had entered Parliament with
21 deputies. The retreat of Rexism was due primarily to the extent
of Belgium's recovery under the guidance of M. Van Zeeland, a
distinguished economist, who had followed a middle-of-the-road
policy, avoiding the pitfalls of both unrestricted competition and
governmental coercion. Under M. Van Zeeland's cabinet, which rested
on the cooperation of the three major democratic parties-Catholic,
Liberal and Socialist-production and foreign trade had increased,
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unemployment had been cut in half, the budget had been balanced,
and tax reductions were in prospect.
So great was M. Van Zeeland's prestige that in April he was
charged by France and Britain with the task of studying prospects
of closer international economic collaboration. In connection with
this assignment, he conferred in Brussels with Dr Schacht, German Mimster of Economics, and in June visited the U mted States,
where he consulted President Roosevelt. He also continued negotiations for greater freedom of trade initiated by the Oslo group,
composed of Belgium, the Netherlands and the Scandinavian democracies-Denmark, Norway and Sweden.
As Belgium emerged from the economic crisis which Van Zeeland had been summoned to relieve, friction reappeared among
the three parties composing his coalition government. The various
political groups manoeuvred toward obtaining future power, and
a few members of the cabinet apparently became involved in an
intrigue against the Pnme Mimster The fall of the cabinet
on October 25 was precipitated by charges against Van Zeeland,
who was accused of receiving large sums from the National
Bank of which he had prev10usly been Vice-Governor A special
sess10n of Parliament summoned in September by the Prime
Minister promptly cleared him of improper conduct. M. Van
Zeeland, however, resigned to be free to defend his reputation.
He was succeeded by Paul Janson, who continued his conservatively
democratic program. Belgium's efforts to steer a democratic course
were complicated by the fact that its population is divided in
language and sympathies-the French-speaking Walloons favoring
cooperation with France, the Flemish-speaking Flemings showmg a
marked preference for Germany This pro-German sentiment was
exploited by the Rexists, who wanted Belgium to withdraw from
the orbit of France.

Czechoslovakia at the Crossroads
Far more baffling were the racial and linguistic problems which
beset Czechoslovakia, the only democratic country in Eastern
Europe. A composite state, in which the Czechs, who form half of
the population, dominate political and economic life, Czechoslovakia was constantly harassed by demands for greater political
and economic freedom from its large national minoritie.~~ermans,
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intrigue against the Pnme Minister The fall of the cabinet
on October 25 was precipitated by charges against Van Zeeland,
who was accused of receiving large sums from the National
Bank of which he had prev10usly been Vice-Governor A special
sess10n of Parliament summoned in September by the Prime
Minister promptly cleared him of improper conduct. M. Van
Zeeland, however, resigned to be free to defend his reputation.
He was succeeded by Paul Janson, who continued his conservatively
democratic program. Belgium's efforts to steer a democratic course
were complicated by the fact that its population is divided in
language and sympathies-the French-speaking Walloons favoring
cooperation with France, the Flemish-speaking Flemings showmg a
marked preference for Germany This pro-German sentiment was
exploited by the Rexists, who wanted Belgium to withdraw from
the orbit of France.

In Belgium the cause of fascism was dealt a heavy blow in April
1937 when the leader of the Belgian Rexist party, Leon Degrelle,
was overwhelmingly defeated in his campaign for election to the
Chamber of Deputies from the Brussels district. The size of
M. Van Zeeland's majority represented a serious setback for
the Rexists. Under the vigorous leadership of Degrelle, this
fascist group had increased with phenomenal rapidity and, following the elections of May 1936, had entered Parliament with
21 deputies. The retreat of Rexism was due primarily to the extent
of Belgium's recovery under the guidance of M. Van Zeeland, a
distinguished economist, who had followed a middle-of-the-road
policy, avoiding the pitfalls of both unrestricted competition and
governmental coercion. Under M. Van Zeeland's cabinet, which rested
on the cooperation of the three major democratic parties-Catholic,
Liberal and Socialist-production and foreign trade had increased,

Far more baffling were the racial and linguistic problems which
beset Czechoslovakia, the only democratic country in Eastern
Europe. A composite state, in which the Czechs, who form half of
the population, dominate political and economic life, Czechoslovakia was constantly harassed by demands for greater political
and economic freedom from its large national minorities~ermans,
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Hungarians and Slovaks-and from a small, but active mmority of
Poles, whose grievances were supported by Poland. The most important and vocal of the mmorities were the 3,330,000 Germans,
nearly. a fourth of the population, inhabitmg the Sudeten region
bordenng on Germany This region, famous for its spas and industnal resources, had until 1919 formed part of the AustroHungarian empire. The Sudeten Germans complained that the
C~echs, who in the empire had been subjected to German rule, discr~~mat~d against them in cultural matters, apportionment oE admmistrat1ve posts and government orders to armaments industries.
With the advent of Hitler, who advocates inclusion of all
Ge~man-speaking peoples in the Third Reich, the German press
actively took up the cudgels in behalf of "blood" brothers across
the border When the Prague government, in 1934, banned Nazi
and Nationalist parties, Konrad Henlein, a young gymnastics instructor, formed the Sudeten German party which, according to the
Czechs, has ~een subsidized by the Reich. Henlein paid frequent
v1s1ts to Berlm, and tned to enlist British support for the cause
of the Sudeten _Germans. He argued that, in a country with large
nat~ona l m111ont1es, the traditional concept of the nation-state in
which the ~tate is identified with the dominant nationality is no
~ong~r applicable, and that any form of dictatorship or totalitarianism is consequently excluded. In his opinion, the best form of organization is a "nationalities-state," in which each national rrroup
wo~ld have _"'.1de cultural autonomy on a "personal" basis a;d exte~s,1ve admimstra~ive au_to~omy on a regional basis. Many of Henlem s supporters did not ms1st on detaching Sudeten Germans from
the Czecho.slovak state. Pan-German in sentiment, they were by no
means all uredentists.
President Benes who in 1935 had succeeded Thomas Masarvk
fo~nder of the Czechoslovak state, readily acknowledged that ~h~
gnevances of the Sudeten Germans were in many cases justified.
The Prague government, however, contended that it was danrrerous to _entrust the German population, of dubious loyalty, ;ith
respo~s1ble p~sts in the administration or with production of war
maten~ls, which had been diverted to Czech firms, with resulting
hardships for German workers and industrialists. It feared that
I:Ienlein _m ight use the freedom permitted by democratic institut10~; ~o ~is~upt ,~he Czechoslovak state~ and in 19)5 introduced a form
of disciplined democracy which has worked to the detriment
30

of Sudeten Germans. In February 1937, however, the government
concluded an agreement with the three German Activist parties
-Social Democrats, Agrarians and Clericals, all represented in the
cabinet-which granted many of their demands and promised them
cultural autonomy This agreement was opposed by Henlein, who
argued that only admi111strative autonomy could satisfy the 80 per
cent of the German populat10n which he claims to represent.
The February agreement was paralyzed both by the inaction of
Czech authorities and the resumpt10n of Nazi agitation in October
Over the weekend of October 16 a meeting of Henlein party leaders
was held at Teplitz-Schoenau where, in the course of a demonstration previously prohibited by the authorities, several Sudeten German deputies were said to have been beaten by the police. German
newspapers denounced this as "a barbarous provocation" which the
Reich did not propose to tolerate. In a letter to President Benes on
October 18, Henlein declared that the incident was "unbearable for
a brave people," and demanded immediate autonomy for the Sudeten Germans. Prague, in turn, postponed municipal elections
scheduled for November in 500 communities, and prohibited all
political meetings for two weeks-a decision which roused a new
storm 111 Germany
The knottiest problem presented by Nazi activities in Czechoslovakia was how to combat the encroachments of the Hitler dictatorship without adopting its methods, and thus vitiating the very
institutions which a democratic government set out to defend. The
experience of the German Social Democrats who, having declined
to use force agamst Hitler, were then suppressed by outwardly constitutional means, had not been lost on Czechoslovakia, where antiN azi elements were girding themselves to use force if necessary.
The indirect but highly successful methods employed by Germany
in Danzig and Czechoslovakia, by Germany and Italy in Spain,
showed that today democracy may be routed within its own borders
unless it takes effective measures agamst outside interference.

IV THE LITTLE WORLD WAR
Fanned by the intervention of foreign powers, the "little world
war" waged in Spam since July 1936 dragged on into its second
year, often threatening to precipitate a European crisis. This conflict reflected, as in a microcosm, the two mam struggles dividing
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Europe-that of rival philosophies for control of m en's mmds, and
that of "have" and "have not" countries for control of strategic
bases and raw materials. At the same time, Italian aid to the Rebels
represented one more act in the drama of Italy's expans10n in the
Mediterranean, directed at exclus10n of Britain from Mare No strum
and restoration of the Roman empire as it existed in the days of
Augustus, whose bimillenium was celebrated 111 1937.

A People in Arms
With the successive capture of Bilbao, Santander and Gijon, the
Rebels, commanded by Generalissimo Franco, controlled by the
middle of December all of western and northern Spain, and were in
a position to strike at three vital points of Loyalist terntory: Madn<l,
besieged since November 1936 and subjected to harrowmg Rebel
air raids, Valencia, until recently seat of the Loyalist government ,
and Barcelona, capital of autonomous Catalonia, to which the
cabinet had moved late in October
The raw militias hastily recruited by the Loyalists at the outbreak of civil strife had been gradually welded by communist organizers into an effective, well-disciplined people's army, which
succeeded in putting up a stubborn defense agamst Franco's predominantly professional army composed of regular troops and Moors
from Spanish Morocco. They found it difficult, however, to launch
an offensive, and the fortunes of war on land and sea remamed on
the whole favorable to Franco, who in November proclaimed a
blockade of Loyalist ports.
Both Rebels and Loyalists received foreign assistance, althoug h
neutral observers agreed that the men and material placed at
Franco's disposal by Germany and Italy far exceeded the aid given
Loyalists by the Soviet Union. Accordmg to official Italian sources
40,000 Italian troops, supplied with airplanes and tanks and co mmanded by ten generals on the active list, fought on the Rebel side
against "bolshevism" although French and Loyalist estim ates
placed the figure at between 80,000 and 100,000, while the International Brigade on the Loyalist side, composed of mdividual antifascist volunteers who flocked to Spain from man y countr ies, including the United States, were thought not to exceed 18,ooo, most
of whom had been incorporated into Spanish units . The Rebels,
whose sinews of war had been supplied largely by wealthy Spa nish
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industrialists, paid for German and Italian aid with shipments of
coal, copper and iron, urgently needed by the fascist d1ctatorsh1ps.
The Loyalists, who controlled the gold reserves of the Bank of Spam,
had abundant funds at their disposal but, because of restrict10ns
imposed by the non-intervention agreement, found It pract1Cally
impossible to purchase arms abroad, except in the Soviet U n10n,
whose tanks and airplanes made a good showing 111 the civil war
The Loyalists were also handicapped by the fact that the Rebels
controlled not only the lion's share of the country's mmeral wealth,
but also the principal sources of foodstuffs; while eastern Spain,
under Loyalist domination, lacked meat, fish and staple cereals.
The prooress
of war brourrht
no abatement of hatred between
b
b
Rebels and Loyalists, engaged in a life and death struggle. E ach
side called for unconditional surrender by the other, neither expected mercy nor welcomed conciliation. Behmd the lines, however, both sides were engaged in a process of consolidation wh ich
looked toward a greater measure of stability and moderation at
the close of the conflict. The Rebel leaders, goaded by younger
elements which recognized the necessity of social and economic
readjustments, contemplated the introduct10n of reforms in case
of victory In an effort to regularize his regime Franco announced a
26-point program of reforms, established a single party on the model
of Nazi and F ascist groups, combming the Phalangists or F ascists
and the Monarchists, created a National Council po.tterned on Italy 's
Fascist Grand Council, and sounded out the possibility of restoring
the Bourbons-a course which apparently fo und favo r in Bntain.
Meanwhile, in the Loyalist camp, follo wing the May revolt of
the Anarchists in Barcelona, the moderate! y Soc1al1st cab met of
Premier Negrin succeeded that of the d1scred1ted left-wing Socwlist
Largo Caballero. The Negrin cabinet secured the support of all
parties, with the exception of the Anarchists, and enjoyed the cooperation of the Communists-the most disoplined poli tical g roup
in Loyalist Spain-who agreed with the government that soci:il
transformation should be subordinated to the successf ul prosecution of civil war Under the rule of Negrin and hi s energetic War
Minister, Indalecio Prieto, order was restored o.t the front and in
the rear; terrorism was discouraged, illegal collectiv ization of hi nd
and factories was checked, the wheels of industry were set turning; and a more conciliatory attitude was adopted toward the
Church by permittmg private, but not yet public, religious services.
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squadron of 23 Italian airplanes; and when it was reported that
Franco was preparing to launch a decisive drive on the basis of a
plan drafted by Marshal Badoglio, hero of the Ethtopian campaign.

The "Phantom" Submarines

mobilized its fleet in the Mediterranean without first consulting
the League powers, and only then sought the cooperation of France
and other Mediterranean countries. The mere threat of force
contained in the Nyon agreement discouraged submarine attacks,
which ceased as if by magic once the conference had been summoned-although French and British ships continued to be attacked
by unidentified airplanes.

The international system of control over Spain's maritime and
land frontiers, which had been finally established in April 1937,
broke down in June, when Germany and Italy withdrew from the
naval patrol followmg an alleged attack on the German cruiser
Leipzig by an umdentified submarine; while Portugal, and then
France, suspended international control of Spain's land frontiers.
The breakdown of international control was followed by attacks
of unidentified submarines on neutral merchant ships suspected
of carrying cargoes to Valencia. While these unprovoked attacks,
at times occurnng simultaneously at widely separated points of
the Mediterranean, did not permit identification of the assailants,
suspicion centered on Italy, which has one of the largest submanne
fleets in the world.
Alarmed by acts of piracy which menaced its communications
with North Africa and threatened to starve out the Loyalists,
France, at the end of August, urged Britain to call a conference of
Mediterranean powers. On September 6 France and Britain invited
Germany and all powers interested in the Mediterranean-with the
exception of Portugal, the Valencia and Salamanca governmentsto a conference at Nyon, in the neighborhood of Geneva. The
Nyon conference, in which Italy, angered by Soviet charges of
"piracy," refused to participate, set a record for rapid action, concluding an agreement on September 14- This agreement provided
for the formation of an anti-submarine patrol of warships and
airplanes, most of which were to be furnished by Britain and France
-although Italy subsequently joined the patrol. The patrol ships
were instructed to counter-attack and, if possible, destroy submarines which, in defiance of the 1930 rules on submarine warfare,
attacked non-Spanish merchant ships.
The Nyon agreement represented an important step in the direction of collective action against an aggressor who, in this case,
remained officially unidentified. It offered a favorable contrast to
the situation created during the Ethiopian crisis when Britain,
having taken the lead in urgmg collective action against Italy,

The democracies, however, failed to follow up the initiative they
had taken in Nyon. When they invited Italy to a three-power conference on withdrawal of foreign volunteers from both sides in
Spain, Mussolim rejected their 11w1tat1on, contending that. the
question should be examined by the non-interventton committee,
and refusing to participate in any conference which did not 111clude
Germany Yieldrng to lt:1ly on what was described as "a point of
procedure," Braam and France agreed to submit the quest10n once
more to the "paralyzed" non-1ntervent10n committee on October 16. This committee, true to form, was 1mmed1ately deadlocked
on the problem of foreign volunteers, France proposing a proportional withdrawal from both sides, and Italy urging a partial
or "token" withdrawal of equal numbers. A compromise formula
submitted by the committee to both Rebels and Loyalists proposed
the withdrawal of substantial numbers of foreign volunteerswhose numbers on both sides were to be ascertained by international
commissions-to be followed by recogmtton of Franco's status as a
belligerent. This proposal offered ample opportunity for time-consuming controversy, and gave Italy additional leisure to consolidate
its hold on Spain and the Balearic Islands.
While Italy had repeatedly disclaimed any intention of acquiring Spanish territory-notably in the Anglo-Italian gentlemen's
agreement of January 2, 1937-its strategic threat to the Ba!eancs
contmued to preoccupy Britain and espeoally France. The French
government feared that the Italians, already established on the
island of Majorca which served as a base for air raids on Jhrcelona and Valencia, might attempt to seize Minorca, held by Loyalist troops, thus increasing the threat to French commu111cations
with North Africa. The large-scale re-enforcements sent to Libya
in October were regarded as a menace to the French protectorate
of Tunis, whose 90,000 Italian inhabitants might prove a senous
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source of disaffection in case of war France, moreover, suspected
that Mussolini-who following in the Kaiser's footsteps had proclaimed himself protector of Islam in March 1937-was utilizing
Arab unrest in Palestme and Syria to discredit French and British
rule. It also claimed that unrest in Tunis, Algeria and French
Morocco was due not merely to acknowledged defects of French
administration, economic difficulties and the impact of French politics on native nationalism, but to German and Italian propaganda.
Yet Mussolim, outwardly more determined than ever to assure
Franco's victory, found his Spanish expedition no bed of roses.
The Spanish Rebels resented the ostentation with which Italian
generals had claimed credit for the victories of Bilbao and Santander Two of the Italian generals in Spain were recalled in October, and Italian troops were conspicuously absent in Franco's
drive on the Asturias. It was also reported that Italy was finding
it difficult to meet Franco's demand for additional war equipment,
owmg to shortage of raw materials for its own armament program.
The British, believing that time, money and natural resources
were on the side of the democracies provided no one accidentally
upset the European applecart, tried to wean Italy away from Germany by a general Anglo-Italian settlement. In July Mr Chamberlai n tried to lay the basis for such a settlement by an exchange of
personal messages with Mussolini, but Britain's failure to recognize
the Eth10pian conquest at the September League Assembly offended
Italy, which had hoped to obtain financial assistance abroad for
,exploitation of its new empire. In spite of frequent rebuffs administered by Italy, Mr Chamberlain persisted in his search for a workable Anglo-Italian form ula, and in his Guildhall speech in November once more expressed the hope of effecting a settlement.
Mr Chamberlain's advances represented the point of view of the
British Tones who, far from being fire-eating imperialists with
regard to Spain-where British imperial interests would seem to be
seriously threatened by Italy-would prefer to have Mussolini gain
advantages in the Mediterranean rather than see Spain subjected
to "proletarian rule." Meanwhile, Britain mended its own fences in
Spain by arranging for an exchange of commercial agents with the
Spanish Rebels, although still withholding de 1ure recognition of
the Franco regime. This decision-regarded in Barcelona as betrayal of the Loyalists-was due to the desire of British industrialists
and merchants to safeguard their interests in the R10 Tinto copper
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mines, the Jerez sherry trade, and Spanish iron ore, urgently needed
for British rearmament.
V EUROPE'S TWO AXES
Britain's determination to avoid war except in defense of its own
interests dovetailed into Hitler's plans, set forth in Mein Kampf and
never officially renounced, to divide Europe into two parts-the
West, where Britain and France were for the present to be left
undisturbed, and the East, where Germany was to achieve its manifest destiny In Mezn Kampf Hitler declared that the chief error of
Germany's pre-war diplomacy had been the acquisit10n of colonies,
which had necessitated the construction of a big navy, thus precipitating a conflict with Britain, intent on mamtaining its naval
supremacy He opposed colonial expansion and formulated a
purely "land" program, contemplating friendship with Britain and
Italy; neutralization of Belgium and the Netherlands; separation of France, "the deathly enemy" of the German people, from
its allies in Eastern Europe; diplomatic isolation of the Soviet Un10n,
where Germany was to find "room and soil" for its growmg population, and a new form of Pan-German.ism-the inclusion of all
German-speaking peoples, wherever they might live, within the
Third Reich. In 1937, yielding to popular sentiment, Hitler bega n
to press for return of the colonies lost by Germany in 1919 and since
administered as League mandates by France, Belgium, Britain,
Japan, Australia, New Zealand and the Union of South Africa.
Nor did the Mein Kampf program preclude eventual attack in
Western Europe, once Germany had been strengthened by the
acquisition of man power and raw materials in the East. On the
contrary, Hitler's belief that democracy is the breeding-ground of
communism could eventually justify a crusade against the Wes tern
democracies on the plea that they, too, menace European civilization.

The Two Faces of Nazi Germany
In working for fulfillment of its foreign program, Nazi Germany
played a Janus role, turning the smiling face of the peacemaker
toward Western Europe, and the sinister features of the potential
ao-o-ressor
toward the East. T aking its cue from Britain, which had
bb
repeatedly declared that its frontier lay on the Rhme, the Hitler
government did everything in its power to assure the British of its
peaceful intentions with respect to France and the Low Countries.
39

At the same time, it spared no effort to paralyze any aid France
might want to give its allies in Eastern Europe, notably Czechoslovakia. Reoccupation of the Rhineland in March 1936 marked
the first step in .that direction. France's position was further weakened in the fall of 1936, when the Van Zeeland government, yielding to the pressure of pro-German Rexists and Flemish Nationalists, withdrew from the Western Locarno which Germany had
already denounced. In April 1937 France and Bntain freed Belgium of its obligations to them under both the Locarno treaties
and the Anglo-Franco-Belgian arrangements for military consultations drawn up after Germany's repudiation of Locarno. They
continued, however, to guarantee Belgium's independence and territorial integnty The new arrangement was based on the understanding that Belgium will defend its frontiers "with all its forces"
against any aggress10n or invasion; will prevent its territory from
being used for purposes of aggression against another state; and
will maintain its fidelity to the League Covenant.
This arrangement was complemented in October by Germany's
undertaking to respect at all times and under all circumstances the
inviolability and territorial integrity of Belgium, unless the latter
participates in military action against the Reich. The German pledge
differed from that of France and Britain in one essential respect it
made no reference to Belgium's obligations under the League
Covenant which, in German opmion, had become a dead letter
The Hitler government hoped that France would thus be prevented
from using Belgian territory to invade Germany in case the latter
attacked Czechoslovakia, while Belgium hoped to avoid the neces-sity of applying military sanctions against the Reich. Some observers
thought that Belgium was now free to resume its pre-war status
of neutrality The new arrangement, however, does not affect Belgium's obligations under Article XVI of the Covenant, which provides that in case of aggression against any League state, League
members "will take the necessary steps to afford passage through
their territory" to fellow-members. As long as Belgium remains
within the League system-and in September 1937 it was elected,
somewhat against its will, to the League Council-it cannot expect
to enjoy the advantages of neutrality The efficacy of the aid it might
render France in case of a German thrust to the East, however, will
depend on the degree of vitality which the League displays in a
major European crisis.

The immediate effect of Hitler's foreign policy was to strengthen
collaboration between France and Britain, further cemented by
their efforts to localize the Spanish conflict. Yet this London-Paris
axis was often disturbed by fundamental differences in the outlook
of the two democracies. Britain, with its tradit10nal inclination to
keep a balance of power on the Continent and to make the best of
any given situation, was inclmed to negotiate with Germany and
Italy, in the hope that somethmg would turn up to check the two
dictatorships before they had endangered Bntish interests. On this
point there was a measure of agreement between hard-boiled Tories,
who preferred fascism to communism and would not oppose a
German-Soviet conflict on the theory of "dog eat dog," and idealistic
Liberals, who believed that post-war Germany had been the victim
of foul play Both groups favored concessions-not to Italy, but to
Germany-with respect to colonies or German hegemony in Eastern Europe. These views were not shared by those in Britain who
feared that Hitler, having strengthened German economy with
the raw materials of the Danubian area, would then turn his arms
ao-ainst the Western democracies. The most serious conflict of
o~inion arose over Germany's demand for return of its colonies.
Many Britishers recognized the validity of Germany's. claim, if
not on economic grounds at least on grounds of presuge. They
feared, however, that once in command of colonies on the coasts
of Africa, the Third Reich might establish naval and air bases which
would threaten British communications around the Cape of Good
Hope at a moment when Italy was menacing Britain's alternative
route through the Mediterranean.
If Brita111 at least theoretically, could still indulge the luxury of
hesitating between two alternatives, France, by its geographical
position, was committed to a two-way policy which, ?n the one
hand, looked to collaboration with the powers bordering on the
Atlantic-Britain and, more remotely, the United States-and on
the other sought to prevent German hegemony on the Eu~opea.n
contment. In the zigzag course followed by the London-Pans axis
in 19~7 Britain on the whole took the lead, especially during the
.) '
Premiership
of M. Blum, whose Socialist affiliations made h.1m
suspect to British Conservatives, and who was c?nse~uently
forced to watch his step. Once M. Chautemps, who rnspired no
such fears, was in the saddle, France felt more free to take the ini-
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t1ative. No French government, however, was in a position to
adopt a course repugnant to Britain, whose friendship remamed
the cornerstone of France's foreign policy
That Britain did not intend to be outdone by the fascist dictatorships was indicated in February, when the government announced that it was undertaking the largest armament program in
the country's h1story, callmg for the expenditure of seven and a
half billion dollars over a period of five years. This huge rearmament program-which had the approval of all shades of public
opinion, rncluding the Labor party and the Trades Union Council-was justified by the government on the ground that the rapid
rearmament of Germany, Italy and Japan, and the failure of the
collective system in the Manchurian and Ethiopian crises, made it
imperative for Britain to acquire armaments which would enable
it to fulfill Its obligations with regard to security
The immediate effect of British rearmament was to strengthen the
small countries of Eastern Europe in their resistance to Nazi encroachments. Germany and Italy, however, felt that the scales were
more unfairly weighted than ever in favor of the democracies which
-unlike the Reich-had not been forced to disarm in 1919, and
with their superior resources in money and raw materials had an
indisputable advantage over the fascist dictatorships in the race for
armaments. It was also argued that continuance of this smcidal race
was not conducive to relaxation of economic tens10n which, according to British spokesmen, was a first prerequisite of political appeasement. Nor was it yet clear whether Bntain, once it had rearmed, mtended to use its arms 111 the cause of collective security,
checking aggression wherever it might occur on the continent, or
would limit its obhgat10ns to Western Europe, giving Germany a
free hand in the East.
Franco-Bntish policy toward Germany and Italy was complicated by the fact that both countries, with possessions scattered
all over the globe, were faced with threats to their interests not
only on the continent and in the Mediterranean, but also in the
Far East, and feared to dissipate their resources by resisting any
one of the dictatorship powers. Resistance to fascist aggression
was also hampered, from the military point of view, by the vulnerability of both France and Britain to air attack from Germany, by
thelf dependence on maritime communications with possessions
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overseas; and by the physical difficulty of rendering effective military aid to countries in Eastern Europe.

The Two Caesars
Hitherto Britain, when urged to check fascist aggression in Manchuria, Ethiopia and Spain, had discouraged all attempts to challenge the dictatorships, on the plea that it was unprepared for
armed conflict. Britain's attitude had made it possible for Hitler
and Mussolini to gain their objectives in Europe and Africa with
a minimum of warlike act!vity, by the simple device of threatening
that the slightest sign of oppos1t1on might precipitate a European
conflict. In their campaign for expansion the two dictators joined
forces in 1936, when they formed the Rome-Berlin axis, which
proved a valuable weapon for extracting concessions from the democracies. The Rome-Berlin axis, complemented by the GermanJapanese pact against communism to which Italy adhered in November 1937, held little promise of European appeasement. The interests of the two Caesars continued to clash in the Balkans; Germany's expansion, in the long run, could only weaken the position
of Italy, which has 250,000 Germans in South Tyrol, wrested from
Austria-Hungary in 1919; and each remained anxious to use his
friendship with the other not for its intrinsic value, but as a means
of securing Britain's acquiescence in his plans. Despite the outward effusions of regimented crowds, the German people had not
forgotten 1915, when Italy's "sacred egoism" caused it to desert
the Triple Alliance. And the German Reichswehr, which in the
past had frequently acted as a brake on Hitler's expansionist impulses, vigorously opposed further German commitments in Spain,
and distrusted Mussolini's professions of eternal friendship.
The Rome-Berlin axis was subjected to its first major test in
September 1937, when Italy's new Caesar paid his first visit to the
Fuehrer of the Third Reich. This visit, whose avowed purpose was
a joint appeal for European peace, opened symbolically with an impressive display of Germany's armed power at military manoeuvres
in Mecklenburg, and a surprise excursion to Essen, heart of Germany's armament industry In their addresses to a mass meeting
held at the May Field in Berlin the two dictators greeted each
other as leaders of revolution in their respective countries, solemnly
reaffirmed their friendship, and reiterated their determination to
defend European civilization against communism. They were at
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great pains to stress their pacific intentions toward all peoples of
"goodwill"-with the notable exception of the U.S.S.R.; and Italian
officials asserted that the Rome-Berlin axis should be coordinated
with that of London-Paris to form two axles of the same vehicle,
whose destination was to be an anti-communist Europe.
While the results of the Hitler-Mussolini interviews were not
embodied in any published document, subsequent events revealed
that the two dictators had apparently divided the areas of possible
expansion, Italy concentrat111g its interests in the Mediterrane:m,
and Germany in Central and Eastern Europe. Hitler evidently
promised to give Mussolini diplomatic but not military assistance
on Spain-a pledge fulfilled by ltalo-German cooperation 111 the
London Non-Intervention Committee. Italy, 111 return, temporarily
acquiesced in the renewal of activities by Austrian Nazis, undertook to second Hitler's demand for return of German colonies,
and promised, not wnhout reluctance, to ioin the German-Japanese
front against commu111sm by sign111g a special protocol in Rome.
The anti-communist pact, which other countnes were rnvited to
join, involves an undertaking to combat at home and abroad the
activities of the "common enemy"-the Third lnternat10nal-as
distinguished from the Soviet government with which the three
dictatorships remained officially on speaking terms. Since communist movements in Germany, Italy and Japan have already
been ruthlessly suppressed, the principal value of the pact is that
it may be used to justify interference in any development abroad
which, in the opinion of the fascist dictators, reveals the slightest
connection with communism.
By obtaining Italy's signature to the Rome protocol, Hitler enlarged the scope and striking power of his crusade against communism which, with the stubborn conviction of a mystic, he
sincerely regarded as a threat to European civilization. In its immediate effects this anti-commumst front represented a new form
of the age-long struggle between Pan-Germanism and Pan-Slavism
in Eastern Europe. Its wider potentialities had already been adumbr::ited by ltalo-German support of Fr::inco against the alleged communist menace in Sp::i111, Germ::in threats of interference in Czechoslov::ik1a, whose pact of mutual assistance with the U.S.S.R. w:is
denounced as a communist thrust at the heart of Central Europe;
Nazi efforts to capitalize on ant1-commu111st and anti-Semitic feeling in Eastern Europe and the Balkans; and fascist prop::iganda rn
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Latin America, where the Red peril was used as the scapegoat for
economic and social maladjustments.
Hitler's fear of communist doctrine did not seem to be entirely
shared by Mussolini who, with true Italian realism, had found it
possible to muzzle communism at home without crusading against
the Third International. In Spain the communist bogey had merely
served as a convenient pretext for a policy of expansion in the
Mediterranean which had always formed part of Mussolini's imperial dream. Nor did Italy cherish any particular sympathy for
Japan, denounced in 1935 as a threat to its commercial interests in
Ethiopia. Faced with the necessity of paying Germany's bill for
diplomatic support on Spain, Mussolini merely found that the anticommunist pact was one of his most quickly realizable assets.
In an effort to weaken the Rome-Berlin axis from the Berlin
end-as had already been tried from Rome-the British government in November sent Lord H alifax, Lord President of the Council, to Berchtesgaden, where he sought to ascertain Hitler's views on
foreign affairs. This visit was followed by Franco-British conversations in London the end of November, when all outstanding
international problems were passed in review The commumque
issued at the close of these conversations gave the main outlines
of a new peace settlement which the Western democracies proposed
to offer Hitler The keynote of this communique was that European appeasement called for a general settlement-not piecemeal
bilateral arrangements such as those hitherto urged by Hitler To
this extent the Franco-British conversations seemed to exclude the
possibility-widely predicted on the eve of Lord Halifax's visit
to Hitler-that Britain might encourage a deal by which Germany, in return for moderation of its colonial demands, would
receive a free hand in Central and Eastern Europe.
The theory of this settlement was that some attempt should be
made to satisfy Germany's "legitimate grievances," both in Europe
and Africa, but that Germany, in return, should undertake to keep
the peace-or suffer the consequences. This settlement called for
sacrifices not only on the part of the small states of Eastern Europe,
which gained most in 1919 from dismemberment of the Hohenzollern and Hapsburg empires, but also on the part of Britain and
France, which would return some of Germany's pre-war colonies.
It was not yet clear, however, to what extent Britain- less willing
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than France to make colonial concessions-was ready to contribute
to this settlement out of its own resources. As far as could be
ascertained, the British government was not ready to surrender the
strategically and economically valuable German territories of Tanganyika and Southwest Africa-the latter a mandate of the Union
of South Africa. What it apparently proposed was the formation of
a colonial pool in West Africa to which not only Britain and France,
but also Belgium and Portugal would contribute-this new colony
to be administered by chartered companies in which German capital
would be heavily represented.
The Franco-British conversations strengthened the position of
M. Delbos, French Foreign Minister, on his round of visits to
France's allies in Eastern Europe-Poland, Rumania, Yugoslavia
and Czechoslovakia. These visits had apparently a three-fold purpose to ascertain the extent to which France's allies, subjected to
the temptation of joining the Rome-Berlin axis, remained true to
their treaty obligations; to reassure them regarding Franco-British
intentions to preserve peace in that region; and to obtain from
them, in return, additional guarantees of the aid they might render
the two Western democracies in case of war with Germany.
M. Delbos found that the countries of Eastern Europe were not
so much pro-German or pro-French in sentiment, as primarily
concerned with furtherance of their own national interests. Poland,
whose authoritarian regime shared Hitler's fear of communism and
hostility toward the U.S.S.R., was yet not prepared to satisfy Germany's most important "legitimate grievances" with respect to
Danzig and the Polish Corridor On the contrary, it presented demands for a share in African colonies which, in a sense, made it a
competitor of the Reich in the struggle for colonial spoils. At the
same time, in spite of the desire of opposition parties for rapprochement with France, the Polish government remained adamant in
its objections to the Franco-Soviet pact of mutual assistance. A
somewhat similar conflict existed in Rumania, where the Tatarescu
government, subservient to King Carol II, had displayed an ambiguous attitude toward the activities of the Iron Guard, which
pressed for cooperation with Germany and Italy; while the National
Peasant party of M. Maniu-who in December had arranged for
the return to Rumania of former Foreign Minister Titulescu, ardent
advocate of collaboration with France and the U .S.S.R.-demanded
restoration of democracy and, in an effort to secure fair elections,

had concluded an electoral deal with its worst enemy, the Iron
Guard.
Equally complicated was the situation in Yugoslavia, where the
ruling classes, influenced by White Guard refugees, remained
hostile to communism; and the dictatorial government of Premier
Stoyadinovitch followed a pro-Italian orientation. Yet the formation in October of an Agrarian-Democratic coalition uniting the
Serb and Croat opposition parties, which demanded restoration of
democracy, was expected to weaken Yugoslavia's ties with Germany and Italy.
In these Eastern European countries, where anti-communism and
anti-Semitism played into the hands of Nazi agitators, pro-French
sentiment would undoubtedly be strengthened if France could scrap
its pact of mutual assistance with the Soviet Union. On this point
France was less uncompromising in 1937 than it might have been
the previous year The anti-Trotzkyist campaign in the U.S.S.R.,
with its revelations of military disloyalty and industrial inefficiency,
had discredited communism in France and created the impression
that, in case of war, the Soviet Union might prove a liability rather
than an asset.
The main resistance to such a course in Eastern Europe might
be expected from Czechoslovakia, also bound by a pact of mutual
assistance to the Soviet Union. The Prague government, however,
looked less to alliances than to its own military resources for defense against Germany More important than the Soviet pact would
be assurances that Germany will abandon its campaign on behalf of
the Sudeten Germans, whom Prague might conciliate by a larger
measure of autonomy; that Czechoslovakia's partners in the Little
Entente-Rumania and Yugoslavia-will give it unequivocal aid in
case of German attack, and that Poland, which had supported the
agitation of the Polish minority in Teschen, will not stab Czechoslovakia in the back. Such assurances, according to some observers,
might be facilitated by abandonment of the French and Czechoslovak pacts with the U.S.S.R.
Attractive as dissociation from the U.S.S.R. might appear to
Paris and London, it must be recognized that, under certain circumstances, it might dovetail into Hitler's plans for isolation of the
Soviet Union, where the Fuehrer, according to Mein Kampf, eventually hoped to find "room and soil" for Germany's expanding
population. The best guarantee against this eventuality would be a
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vakia, who displayed a friendly concern for the interests of the
Hungarian minority in his country, and formulated a plan for
economic collaborat10n in the Danubian area which formed the
basis of negotiations between the Succession States.
For Czechoslovakia, chief target of German and Hungarian
revisionist aspirations, reconstruction of a Danubian economic bloc
seemed to offer the only way out of a peculiarly difficult situation.
Germany, with the active assistance of Italy and especially Poland,
tried to isolate Czechoslovakia by detaching it from its partners
in the Little Entente. By supporting the cause of the Sudeten Germans, Berlin hoped not so much to provoke a conflict with
Czechoslovakia, well prepared to wage a war of defense, as to force
the surrender of its French and Soviet alliances, thus assuring
German domination of Eastern Europe.

economic and political collaboration in the Danubian area, and
adopted a more conciliatory attitude toward Hungary's demand
for rearmament. Yugoslavia, still a member of both the Little
Entente and the Balkan bloc, effected a rapprochement with Italy;
developed close economic relations with Germany, its best customer; concluded a treaty of friendship with Bulgaria, temporarily
shelving the Macedonian problem, and renewed its alliance with
France. In Greece the dictatorship of Premier Metaxas, a Germanophile during the World War, was accused of leaning toward
Germany, which through Dr Schacht's barter arrangements had
obtained a strangle-hold on Greek trade; Italy strove to gain Greek
support against Britain in the Mediterranean; while King George II,
who was thought to have pro-British sympathies, paid a round of
visits to Paris and London in November

Retreat from Collective Security
While the recrudescence of Nazi act1v1ues caused Germany's
neighbors to mend their political fences, the failure of collective
security in Manchuria, Ethiopia and Spain strengthened their determination to form reg10nal combinations and develop foreign
policies independent of the great powers. By maintaining a kind
of "open door" in foreign affairs, they hoped to secure the maximum economic advantages in time of peace and to preserve neutrality in time of war The Scandinavian countries, which felt
menaced by both Germany and the Soviet Union, had not yet
found a basis for reg10nal military collaboration. Norway, Sweden
and Finland, believing that their strategic position had been seriously weakened by the development of air warfare, were preparing
to defend their neutrality by force if necessary; but Denmark, menaced by the Nazis' desire to incorporate Schleswig in the Third
Reich, was reluctant to arm for fear of antagonizing its only potential enemy, which is also its second best customer All four
Scandinavian countries sought the economic collaboration of Belgium and the Netherlands, while remaining on good terms with
both Britain and Germany
In Eastern Europe the Little Entente, composed of Czechoslovakia, Rumania and Yugoslavia, remained united in spite of German and Italian efforts to break it up. While not yet disposed to
accept the French offer of a collective security pact, it encouraged

This tendency of the small countries in Eastern Europe and the
Balkans to play their own game was particularly disturbing for Germany which, dunng the depression, had gained a commercial foothold in this region by means of complicated barter transact10ns arranged by Dr. Schacht. World-wide economic recovery in 1937 opened
new outlets for Danubian products, which in the depression years had
come to depend on the German market, but now could fetch better
prices elsewhere. The Balkan countries were dissatisfied with the
German barter and clearing arrangements, which tied up considerable amounts of credits in Berlin. These credits could be liquidated
only by vastly increased purchases of high-priced German manufactured goods, especially armaments, which threatened to make the
purchasing countries subservient to Germany in case of war Trade
negotiat10ns among the Danubian countries on the basis of the
Hodza plan also proved a setback for German commercial expansion. Progress in this field, however, was hampered by the fact
that any special preferences arranged among the Danubian countries would automatically be generalized by the most-favored-nation
clause in their treaties with other powers, thus vitiating most of
the benefits derived from special treatment. The United States,
Britain and France indicated in 1937 that they might waive their
rights under the most-favored-nation clause in the case of Danubian
preferences. Should other powers follow suit, the way might be
opened for far-reaching adjustments in the Danubian area.
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V I W HI CH WAY PEACE?
T he struggle 111 Europe between "haves" and "have nots" squarely
raises the question whether the countries committed to maintenance
of the status quo-the most powerful of whteh are also democracies-sho uld attempt to check the expansion of fascist dictatorships.
T his question is complicated by the fact that F rance, Britain and
the U nited States believe both comm umsm and fascism are hostile
to democracy, and are reluctant to 10 111 the Soviet Union in an
anti-fascist fro nt.
T he peoples of the great status quo countries, having acquired
territory and raw materials sufficient fo r their needs, regard m ilitarism with repugnance, fear to become mvolv ed in incidents which
might provoke general war, and urge substitution of pacific methods
for the arbitrament of fo rce, which prod uced such disastro us
res ults in 1914. T heir desire to maintain peace on their own terms is
challenged by the rise of new powers in E urope and the Far East,
which having foiled to obtain similar advantages in the past, are
straming at the restrictions of the exist111g political and economic
system. These "have not" countries protest that, like proletarians in
a capitalist state, they have not only been deprived of the world's
goods but, without such goods, cannot exercise political infl uence commensurate with their national talents. T hey contend
that the "have" powers, profit111g by their wealth, have imposed a
double standard of conduct on the world, refusing to disgorge
their ill-gotten territorial gains, yet refusing to permit the exp:rnsion of impoverished countries.
Disturbed by this "have not" revolt, the "have" countries are
divided within themselves regarding the methods best calculated
to avert war In Britain and F rance conservative groups, often sympathetic to fascist philosophy, fa vor some form of settlement
with Germany and Italy T he strongest resistance to reconciliation with dictatorship countries comes from groups of the Left
which resent the fascist onslaught on socialism and communism.
Similar division of opinion prevails among peace-loving individ uals of all parties in the status quo countries. Many who abhor the arbitrary violence of dictatorships still hope that timely
concessions m ay prevent the dictators fro m ultimate resort to
force. Some who, as a general rule, condemn force in international affairs, advocate economic sanctions against aggressors,
52

ignoring the fact that such sanctions may consolidate the "have
not" countries and, if effective, create real danger of war Others
demand peace at any price, even though the price may be paid
in the first place not by the great status quo powers, but by small
countries unable to defend themselves against aggression. Still
others, believing that the peace settlement of 1919 sowed the
seeds of existing unrest in Europe, demand revision of this settlement as the first step toward organization of collective security; and
contend that the status quo countries, whose past record bears the
stain of imperialist aggression, should not be the first to cast a stone
at aggressors. Nor are peace advocates united in their political views.
Some believe that peace cannot be assured until socialism or communism rules the world. Others reject the idea of cooperating with
communism against fascism. In this maelstrom of confusing and
contradictory ideas, those concerned with the preservation of peace
are compelled to ask themselves searching questions, in an endeavor
to discover what policies, under existing circumstances, may prevent war.
Since 1932 the status quo powers, when confronted with actual or
potential aggression, have tried three general methods: moral condemnation in the case of China; half-hearted economic sanctions
in the case of Ethiopia, and fictitious non-intervention in the case
of Spain. These various methods, stopping short of the threat of
force, failed each time to check the aggressor or aid the victim
of aggression. The vacillations and divided counsels prevailing
in the status quo countries meanwhile encouraged the dictators
to believe that these countries would not oppose aggression as long
as their interests were not directly affected. The gains obtained by
the dictatorships, insufficient to satisfy their needs, merely whetted
their appetite for further conquest. True, in enlarging their
sphere of expansion with limited economic means at their disposal,
the "have nots" ran the risk of dissipating their resources and
possibly burning themselves out before the danger-point of general
war had been reached. It is also true that, by restricting themselves to moral and economic measures, the status quo countries succeeded in restricting warfare, for the time being at least, to China,
Ethiopia and Spain. Yet the precarious truce achieved by these measures-unaccompanied by fundamental readjustments in the world
situation-gives no assurance of lasting peace, and remains at the
mercy of further dictatorial blackmail.
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THE NATIONAL PEACE CONFERENCE ts a clearing house of fort ydone little or nothing since 1919 to relieve the political and economic
maladjustments which lie at the root of European conflicts. They
fear that, by defimtely aligning itself with the status quo powers,
the United States may lessen their willingness to make concessions
to the "have nots," thus accelerating the trend toward war Yet,
except for the Hull trade program which, excellent in itself, represents but a first step on a long and arduous road, the United States
has offered to make no fundamental adjustments with respect to
raw material and population problems. By preaching moderation
to would-be aggressors without attempting either to check them by
force or to remedy their grievances by peaceful change, this country
has aroused false hopes abroad, frequently to the disadvantage of
victims of aggression. Dominated by an understandable desire to
avoid war, it has often failed to initiate constructive policies or to
exert an influence in world affairs commensurate with its great economic resources and the moral fervor of its people.
American citizens may at any moment be faced with the necessity of reaching decisions on European affairs which will leave an
indelible imprint on this country's history. An analysis of American
policy toward Europe clearly lies outside the scope of this pamphlet.
Yet it must be recognized that a growing number of people, who at
one time advocated neutrality, are beginning to believe that isolation,
even if desirable, will prove impracticable in case of a prolonged
major conflict abroad. The fact that participation by the United
States in a league of nations appears today politically impossible
does not close the door to other forms of international collaboration.
Such collaboration need not and should not imply uncritical or
unconditional adherence to any specific program formulated by
the European status quo powers. Dynamic processes of international
development cannot be indefinitely arrested by rigid invocation of
the letter of the law But neither is it certain that changes in the
status quo sufficient to satisfy the "have not" powers would redound
to the benefit of the international community as a whole. Collaboration with other countries is not incompatible with independence of
judgment on major issues of foreign affairs. One thing seems clear:
such remedies as can ultimately be discovered for the ills of the world
must be applied collectively if they are to bring permanent relief.
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