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The Economics of M odern War

As an economic aefity, modern facts), but the dults are balanced by thevék of
industrialized var is almost unfathomable in its understanding the authors demonstrate of
tremendous scale and thefeets it has on the economic concepts and models often beyond the
countries inolved. This collection attempts to professional training of theverage historian of the
address these tweffects with rgad to the First  First World War.

World War. The editors set out to answer ow The most useful section of theowk is the
quesnon_s that arise fr_om them:. first, "what did introductory chapter which synthesizes the
economic factors contribute to wctory and defeatfindings of each of the inddual national case

in World War 1?"; and second, "thodid the war
affect postvar economic institutions and
performance in the economies that took part or

were most décted by the war?” (p. 4). Withgad  5cc0rding to three factors: population, territorial

to the first theme, the authorsgae that poorer  gj,o and annual GDFThe authors find that the

countries did not do as well as richer states, WhiChcards were stacked dramaticallyaingt the Central
meant that the distribution of economiones was Powers. A total population of 156.1 million for the

the primary determinant of the outcome of t&'\W  centra| powers, for instance, compared to 259
With regard to the second theme, the authors find ijion for Britain, France and Russia alone in

that the efects of the war were essentially 1914 the measurement of territory (including
'(|:Ielete_r|ous, and Fh_at"the war was, @bl else, &  ¢o|onjg] holdings) put the Central Wers at 6
negative-sum activity” (p. 1). million square kilometers to the Allies’ 72.5
The project arose out of an earlier study of million square kilometers in that same year; and
the economics of the Second Worldaiaend it  with regard to GDP (again counting colonial
pursues a strategy andgemization similar to the holdings), the numbers were just as staggering,
earlier work.[1] The chapters are written byvele  standing at 622.8 billion dollars for the Allies as
economists and economic historians--most fromcompared to 376.6 billion dollars for the Central
English and European waisities--each of whom Powers at the beginning of theaw (pp. 7-8, 10).
analyzes the economic aspects of tharw a  Furthermore, discrepancies between the blocs
different national context. The chapters considerremained relatiely the same when the United
the standard six European great powers (Geyman States stepped in to replace Russia after 1917--a
Austria-Hungary Italy, France, Britain and step that caused the gap to wreven wider in
Russia); additional chapters on the Netherlandsareas lile cutput and GDPThe success of the
the Ottoman Empire and the United States rounddifferent powers in utilizing economic resources
out the analysis. The book has the characteristicsuch as those mentioned abaas related directly
of a historical analysis of theaw conducted with to three independent variables: "theirvde of
the methods and tools of an economist. It thus hagconomic deelopment, their proximity to the front
mary of the shortcomings one would associate line, and the duration of their engagement” (p. 14).
with a historical work written in the main by non- In general, haever, richer countries were more
historians (such as an emphasis on theargr o successful in mobilizing their resources than poor

studies. It is broadly companati and provides a
number of tables weighing each majorwmeo's
ability to fight a modern industrialized aw
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ones. inflation, arguing that there is little connection
detween public borrowing and inflation.[3] Instead,
the war gained its importance by encouraging
thd>erman imperialism in eastern Europe. The British
blockade pushed Germgds military leadership to
look for Lebensraunin the east; the peace relied
on economic rather than military pressure and thus
allowed enough breathing space so that Hitlas w
eventually able to mak hs bid for territory
through another war.

Beyond these general attempts to analyze th
outcome of the war in terms of the powers’ rekti
economic strengths and weaknesses,
introductory chapter also tries to account for the
costs of the war as a way of measuring itgaiee
economic effects. Bgnning the analysis with a
summary of the direct and indirect costs of ther w
first given in EL. Bogart's dudy for the Carngie
Series on the Economic and Social History of the
War,[2] the authors empilo what thg call a For Germanys dlies--Austria-Hungry and
"national balance sheet" approach to measure théhe Ottoman Empire--the economics of tharw
war's msts. Thg undertalke this measurement in shav more clearly the correlation between
terms of "human capital" losses (defined seimg ~ economic power and military performance asserted
awkwardly as "the cost of rearing and training a by the introduction. In Austria-Huiagy’s case, the
worker") and "physical capital" losses (degtd divergence of economic power between the Allies
assets and propertslong with the reparations bill and the Central Powers seems very cldéax-
chaged to Germay after the var) (p. 24). The Stephen Schulze, the author of this chapter
upshot of all these losses--foragnple, research portrays the Habshg Empire as &cing a crisis of
and deelopment gains that could be counted falling output, which meant that amtime
positively in the account books--"were difficult to expenditure as a percentage of GDP fell
discern at all in the British case," and obeless  consistently from about 30 percent in the first year
likely significance for the other countrievdived of the war to about 17 percent byanrg end (p. 97).
in the war (p. 29). Thus, the pdive dfects tallied  The Allied blockade, the dualistic political system
in the authors’ national balance sheet approach irand the relatie weakness of the domestic capital
human and physical capital losses greatlymarket, morewer, only encouraged these
outweighed ap positive gains; and the general developments. All told, "widespread food scarcity
situation was only further exacerbated by the onsetaind [the] resultant physical exhaustion of both the
of nationalist economic policies after theanw  civilian population and the armed forces wasg k
which also helped to sothe growth of GDP in  factor in bringing about the collapse of the
Europe from 1913 to 1950. Habsbug Empire" (p. 107).

A brief suney d the chapters on the major The chapter on the Ottoman Empire supports
powvers demonstrates the authors’ attempts toeven more dramatically the authors’ claim that
elaborate on these trends in each of the nationamilitary performance was linked to economic
contxts mentioned ah@. Albrecht Ritschl, for development and pwer. The author of this chpater
instance, sketches Gerny&h wartime economic  Sevlet Pamuk, asserts that the essentially agrarian
experience in broad outlines, treating maf the economy and the companrsy low real GDP
more salient themes in the historiographgrtime  "hold the ley  understanding the capacity and
finance, inflation, redistribution of wealthward performance of the Ottoman military duringpid
capital and big industry and Wwo the war War I" (p. 112). In 1914 the Ottomans were still
encouraged th®rang nat Osten He shows, to  trying to receer from the Balkan \Ars and had to
beggin with, that by all accounts national income deal with a lgacy of | ate-nineteenth-century public
was generally on the wane, while simultaneously debt that funded militaryx@enditure before 1914.
war expenditure as a percentage of GNP rose fromThis inherent weakness, along with the agrarian
about 3 percent in 1913 toves 50 percent by mode of the economyaused great disruption to
1917. Neertheless, claims about redistribution of trade and output during theaw as, for exkample,
income tavard capital posited by earlier research wheat production fell to about 62 percent of the
need reision. In Ritschls view, "a redistritution of ~ total production just on itsve (p. 120). Morewser,
incomes took place, not so much between labourexpenditure rapidly outpaced venue wer the
and capital but rather between capital acrosscourse of the war, causing the annual deficit to
different industries" (p. 72). He Bkise questions grow from 5.9 liras in 1913/14 to 88.5 liras in
the relationship between wartime finance and1918/19 (p. 127). Besides affecting Ottoman
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performance in the ar, the major lgecy of these  question of produdtity, the "efects of the arious
dislocations was a turn ward economic disruptions mentioned mayVvempensated each
nationalism and protectionism after the war in theother but the most likely explanation is that a
successor state of Tak flexible economy was able to adapt rapidly to these

Russia is the one major Allied wer that shocks,_ _With little impact on \mrall_ Ia_b_our
fails to conform to the general pattern laid out in Productvity” (p. 197). In spite of significant
the introduction. From the gmning of his government intervention in the economly_]arket
chapter Peter Gatrell emphasizes the relati mechanisms continued to operateficedntly
economic strength of Russia on papm a date enou_gh that France was able _to absorb the
that commanded a kg amount of territory considerable shocks associated with the onset of
manpaver and food supplies. The ipis that the W&
war showed "that size mattered only if resources In the chapter on Britain, Broadberry and
could be mobilised &ctively" (p. 236). Part of Peter Howlett likwise focus on aspects of the
Russias eonomic inefectiveness deeloped British economy that allowed the Allies a greater
directly out of vartime losses of territory in economic advantage vis-a-vis the Centrav&rs.
Poland, Galicia and the Ukraine. This probleasw They show that the spending of the g@nment as
exacerbated by a general decline in nationala percentage of GDP rose from 8.1 percent in 1913
income that may h& <t in as early as 19141b  to its peak of 38.7 percent in 1917 during ther w
certainly escalated after 1916, heavily related to(pp. 210-211). Increased ywnment spending led
the slowing of Russia’ export industry and the to massie dfort to preserg aricultural and
onset of a trade deficit. Russian agriculture armament production financed mainly by
especially hampered the econgmmpt so much  borrowving and increasing the monetary suppty
because production declined helosubsistence spite of this, the authors assert, "state irgetion
levels, but rather because peasants withheld grairnn and management of the economgswelatiely
from the market for theirven consumption, which ad hoc in approach until 1917 and tended to be
brought about urban food shortages. Because of aeactve rather than proaste" (p. 222). The
subsequent decline inwanue, in order to finance strength, maturity and adaptable nature of the
the war, the gowwernment had to operate onadget  market economy helped compensate for thisvslo
deficit--kut one that s "roughly comparable" to response on the gernments part. Nonetheless,
British and German deficits (p. 246). The collapsethe war weighed heavily on Britaginternational
of the Russian war fefrt over the course of 1917 economic position in the long term, which can be
and 1918 can therefore be seen as a generaeen from Broadberry and eett's rational
"mishandling" of the war economwgs well as a  balance sheet analysis of the costs of the for
result of the problem that the "populatiorasv  Britain.

collectively disengaged from the war effort" (p. The experience of World & | on the other

262). side of the Atlantic Ocean was somewhatedént

In contrast to the Russian case, chapters orthan the experiences of the othempos. Hugh
the other Allied pwers shw their relatve siccess  Rockof details the difierences and the similarities
economically by way of comparison to Gerrg'an  in his intriguing chapter on the American economy
allies and Russia. Pierre-Cyrille Hautcosur His treatment bgins with a description of the
examination of the French avr economy shaes wartime economic boom, which he compares to
convincingly the great economic shock caused byother similar boom periods in American history (in
the outbreak of the ar. Suddenly France had to the Civil War, 1861-65 and in the age of the
deal with the loss of income and production from California gold rush, 1848-53), pointing out that
the occupied regions of the northeast, laborgrowth was most closely associated with the period
shortages from mobilization, gernment financial  of neutrality up to 1917. When the United States
demands on the capital market and dislocation tdinally entered the wa, its activities were financed
trade caused by the closing of enemy ratgland  primarily through taxation (22 percent), basiog
the increase in trade with the United States and58 percent) and mowgecreation (20 percent). As
Britain. The geernment surwed these shocks in mary other countries, gernment also became
because of public confidence and the inherentmore directly inolved in rgulating the economy
strength of the capital magk As for the lager  and controlling the war &frt, primarily through
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the work of the \er Industries Board and other economic determinism lges little room for non-
similar oganizations. &Aken together these  economic factors l& norale, which certainly
developments occasioned the major economicplayed a major part in this, as inyaoonflict. John
results of the war for the United States: a ¢gr  Keegan, for example, has recently shown that the
financial cost--52.2 percent of GNPefgus 175.4 experience of the war created an upper
percent for V@rid War Il and 14.8 percent for the psychological threshold end which military
Korean War) (p. 334); the emergence of\Néork (and in some sensgen dvilian) morale would not
as the major warld center of imestment; and the support further dénsive gerations. According to
development of a model for greater ywnment  Keegan, nearly all the major combatants reached
regulation of the economy that Franklin Roede  this threshold--defined roughly as 100 percent
later utilized during the Great Depression. casualties--by the end of theaw France in the

The study is thus nosrthy in that it has a midst of the army mutinof 1917; Rl_Jssia after the
larger dgree of inner consistepcamong the Kerensly oﬁensv_ed1917; Italy during the_ retreat
various chapters than most edited books usually™om Caporetto in theall of 1917; and Britain in
do, and the chaptersonk in a general sense to March_ 1918 with the first of the German spring
adwance the tw major arguments set out in the offensves.[4] One could add Germgarto that list
introduction. Neertheless, the book could vea ~ PY the end of the summer of 1918 and thereby

been improed by a geater degree of comparison ©®lain the vars end as a collapse of fighting
within the national case studies themeslvThe ~Morale and discipline. By the fall of 1918, only
introduction helps a great deal to fill in thiggy ~ AMerican forces were fresh enough to conduct
but the reader is sometimes left feeling that aCffensves, while the German armyas on the
clearer picture wuld hae eneged on certain VEr9e of Iot_al d|_S|ntegrat|on. Furthermqre, if the
subjects (wartime inflation, for instance), if the W& Were primarily economically determined, what

authors would hee uilized each othes findings in accounts for the continuation of fighting in Russia
the writing of the indiidual chapters. These [Of another tw years following 1918, when av

concerns. haever. do not detract much from the Ccommunism, by most accounts, led to economic
overall effectiveness of the book disaster? The answer relates directly back to the

question of discipline and morale, asofBky’s
When one turns back to the largegaments  ijitary policies--and especially the commissar
made by the book, eever, things become a bit  gygtem--allwed the communists to continue
more problematic. Overall, thegament about the  fighting despite a general economic collapse. What
costs of the war stands ¢@ly on solid ground  geems amazing, then, isvinatates lile Germany
(@ssuming one rates essentially pusigains, such o, Ryssja could go on fighting for so long when the

as scientific and technological inmtions, as  gconomics of the war seemed to run so counter to
relatively minor in comparison to the human and victory

physical costs of the ar). Nevertheless, this
argument is by no meanswelt has been around i A ;
in one form or another since before the wayehe economic statistics of theaxious powers of the

when the neoclassical economic tradition (andWar that the study is most valuable for

specific thinkers lik Norman Angell) asserted that gndersta_mding World @f |. The amount  of
information about the economies of the states

modern war was an essentially destrecti ined. f . ) . d
endeaor. And it can be seen in more recertrks examined, for Instance, Is staggering an

like Raul Kennedy'sRise and Bl of the Geat oftentimes fascinating. In addition, the book
Powers (1987), which plots the long-termfetts contains nearly 150 figures and tables that relate

of military expenditure on the international status useful data, oeering a wide range of subjef:ts::
of the great powers. GDP; battle and non-battle deaths; labor statistics;

inflation; industrial and agricultural
. The other half of the book'lager agument  ,rqqyction--and a whole host of other interesting
is somevhat less easy to accept. It is, of course, 5n4 important economic statistics. The majority of
quite  olvious that economics substantially {hese tables are useful to the historian both for the
influence the performance of states in modern;,sormation thg corvey relating to the economic
wars. But that is quite far from the claim that the gjje of the \ar and (albeit less frequently) for

authors  mag  that "[u}ltimately €c0NOMICS  Eyropean history in generav@ the course of the
determined the outcome” of the war (p. 5). Suchyyentieth century Such subjects are often

Nevertheless, it is as a synthesis of the major
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overlooked by historians--to the detriment of our
larger understanding of the First Worlda¥Mn the
end, it is these aspects of the book that eniak
worth reading, for the show exactly hav modern
war is as an eonomic endeaor.
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