Five Lecturee on The Present Age of Transformation

Lecture I. The Passing of 18th Century Civilization.

Introduoction: The Institutional Approach.

The subject matter of these lectures is a vast and unique event: the
pessing of 19th century civilizetion in the short period that elapsed between
the first and the second wars of the 20th century.

At the beginning cf this period, 19th century ideals were psramount, in-
deed their influence had never been rrester; by its close herdly anything was
left of that system under which our type of society had risen to world leadership.
®ithin national frontiers represcntative demccracy had been safe-guerding 2 re-
gime of liberty, snd the natiomal well-beins of all civilized naetions had been
immeasurably increased under the sway of liberal capitalism; the balance of powe r
had secur=zd 2 comparativa freedom from long end devastatinrg wars, while the
gold standard had become the solid foundation of a vast system of econonic coop=
eration on an aluogt planetary scale, Although the wald was far from perfect,
it seemed well on the way towards perfectin. Suddenly this unique edifice col-
lapsed; The wvery eonditions under which our society existed passed forever.
The tasks which face us in the present carnot, ws beliove, be understood except
in the light of this tremendous ewent. It is both natiomal and intermational,
political and economic:i=-all ocur institutions are involved. The historian is at
a loss where %o start.

The Conssrvative 'Twenties and the Revolutionary 'Thirties.

The CGreat "iar of 1914=18 had been, on the whole, true te 19th century tyve:
one alignment of great powers against another; belliperents snd neutrasls; sollers
and civiliens; business and warfare:~all distinct and separete. Defeat resulted
in a treaty which was intended to insure that life should continue very much as
before. The %ar wvms asbout nothing in particular and had settled nothing essential;
vet 1t had been more terrible than all its predecessors.

The trend of the 'Twenties was distinctly conservative. The spectacular
revolutions and counter=revolutions of 1917-23, evin when they were more than up-
heavals resulting from the shock of defeet, introduced. no new element into "est-
ern history. Not only Hindenburg and “ilson, but also Lenin and Trotsky, were
in the 19th century tradition., The tendency of the times was simply to establish,
or eventually to re-establish, the system commonly sssocisted with the idesls
of the Enplish, the American and the French revolutions of the 17th and 18th con-
turies., Fadicel policies served traditional aimas. The Great “ar had been, in
the main, en attempt to overcome by fruitless violence the difficulties which borred
the system since the beginning of the century; in the peaceful 'Twentles this ef-
fort was intensifisd, but the effects of the "ar had merely enhanced those diffi-
culties.

Suddenly in the esrly 'Thirties, with en awe-inspiring vehemernce, change
set in. Ite landmearks were the abandonment of the scld stendard by Great Britain
and subsequently by all other countries; the Five-year Plens, espscially ths col=-
lectivization of the farms in Ruseia: the lawnchins of the New Desl; the National
Socialist revelution: the collapse of the balence of power in favor of esutarch
empires, By 1840 every vesstige of the international eystem had disappeared, and,



except for a few enclaves, the peoples were livinp in an entirely new inters
netional setting.

The Theoryv of External Causetion.

This bird's-eye view of the quarter-century, 1914-38, shows clearly that
change was sudden and world-wide, includins in ite range cocuntries of the most
various social and political complexion. Only a cause external to them all could
have had such an effect. It was natural that contemporaries should have seen
this event in the storm of blood and anruish of the Great "ar of 1914-18, But
even at this short distance it appears, as we have seen, that the Great Var, as
well as the post-war revolutions, ware themselves only an extensionm of the 18th
century, snd formed merely a phase in a process of much grester depth and ampli-
tude. "e are thus forced to the conclusion that some cther internmational dev~
elopment had silently shaped the course of history, until, by the end of the
'Twenties, change surged forth in a vast transformation. "e submit that this
underlying comprehensive event was no other than the dissolution of the intemma=-
tional system upon which our civilization had unconsciously depended for its
1ife and growth,

The gradvel changes leadins up to this result were in prorress long be~
fore the var 1914-18, but remasined urnnoticed at the time. fotually the system
had been working under an inecre-nsingm strain even since the turn of the century.
In politics the fermation of opposing allisnces marked the end of the balance
of power which presupposed the existence of a number of independent national
policies and was therefore incompatible with a system of permanent power~groups,
In the economic fisld, this was acnompfhnisd by trade rivalries which disclosed
the inability of the rmold stsmdard to organize a world esconomy without putting
an undue strain on the national systems. But The Great Var 1214-18 which result-
ed merely impoverished and brutelized the world without alleviating ite troutles;
eventually the “estern treatiss even agrraveted them. For it is easy to see that
the permanent disarmaement of t~e defeated countries removed the very basis of the
balance of power and thus made the political ;roblem insoluble. This again re-
duced the chance of a re-~floating of world economy, and, quite apart from its
other weaknesses, the rold standard could not be axpected to function except in
conjunction with an international political system aesuring some msasure of pesace.
Kow that this safe-puard arainst devastatine wars had disappeared, a fortiori,
all attempts to restore the pold standard wers bound to fail, In its endseavor
to ease the tension under which the political and economic mechanism of the 18th
century wes lsboring, the Great “ar had weekened that order fatally. The
strenuous restorativas efforts of the 'Twentles were doomed to failure snd their
climax proved the threshcld of catastrophe. ™hen the international system final-
ly collapsed, no country could remein unaffected.

The Facts.

The theory of the dissolution of the international systerm ie strikin~ly
borne out by the fact that everywhdre the crisis was focused on f'oreirn events,
Tostly on questions of currency and exchange. There was hardly ‘mn internal poli-
tical orisis in Europe which had not a monetary origin. Exchanges wer: the
alleembracing factor during the 'Twenties. From the meltiny away of the extermal
values of the Central European currencies to the forld Economic Conference more
than s decade later, there was an almost universal endeavor to retumm to the pre=-
war monetary systems. An umbroken sequence of currency orises linked the indé=-



gent Balkans to theeffluent U.S.A. through the elastic band of an international
credit system which transmitted the strain of the imperfectly restored currencies
first, from Bastern to ‘.estern Europe, &nd then from “estern Europe to the United
States, until americs herself was borne down hv the weisght of the mceumualnted de~
ficits of the gzreater part of ths countries of the world. The trade depression
which broke over "all Street in 1929 waxed to a hurricane owinpr to the tension &
which had been latent on the Danube and the Ehine since 1919, UThen, in the early
'"Thirties, the two Anglo-8axon countries went off gold, the watershed between

two pmmkim periode of history was psssed. Y“hile the 'Twenties had still directed
all their sfforts to the preventine of the finel breskdown of the pold standardd,
the 'Thirties reversed this trend and exerted their energics toward adepting them-
salves to the accomplighed fact of suech a brealdown. In some cases ths foreimm
eituation turned mere on political than on economic questions. But we need not
attempt at this atage to distin-uish too finely between the economic and the po-
litical aspects of the international system. It suffices that no enelysis of the
erisis can be adequate which does not sliow for the prineiple of external ceusa-
tion. '

The International System.

is a matter of fact, the international system was beth 'o0litic-l -.and econc
mic. The =0ld standard had bscoms the basis of s world eccnomy which erbraced
orvital merkets, currency markets and commodity merlets on an international scale.
This state of effairs was fauctuml rather than legael: the people who benéfited by
it hardly reeslized its existence. In the politic 1 field there was nothins
strictly comparable even to this informal orgenization. The balance of power
which safe=puarded the nations from major wars snd apart from which a world cur-
rency system such as the rold stendard woulc not have besn possible, had even less
the oharacter of & legal institution than the rold standard. But socisl organi-
zetion does not depend ror its functioning on {ormsl sanctions. 48 e rule; a
society does not become conscious of the true nature of the institutions under
which it lived until those institutions have already passed.

However, the prevalence of the economic factor —ithin the intermationsal
system samnot be overlooked. The effective organization of the world was econe=
mic¢, not political. It was coonomic strain which caused the i-perial rivalries,
and smoothed the path to the UGreot Yar. It was the restoration of the economio
system of pre-war deys to which the statesmen of the ‘Twenties bentrall their
energiess reparstions, ctabilizetion of the exchanges, internationsel debis, for=-
elgn loans, trade embargoes and cost of livine indices were the immediate con-
cern of thepoliticlans as well as of the masses. And economic autarchy was the
one universally dominant tremd in the ‘Thirties,

But the breakdowm of the internetional economie system stends itself in
nezd of explanation, The attempt will take us far afield, for such en enterprise
involves no less than the defining of the nature end origin of the present cri-
slg, In other words, it involves a definition of ¢ur basic institutions, capi-
talism and democracy, in general human tems.

It is to this tesk that our next lecture will bs primarily devoted.





