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Abstract

Alan S. Milward was an economic historian who developed an implicit theory of historical change.
His interpretation which was neither liberal nor Marxist posited that social, political, and economic
change, for it to be sustainable, had to be a gradual process rather than one resulting from a sudden,
cataclysmic revolutionary event occurring in one sector of the economy or society. Benign change
depended much less on natural resource endowment or technological developments than on the ability
of state institutions to respond to changing political demands from within each society. State
bureaucracies were fundamental to formulating those political demands and advising politicians of
ways to meet them. Since each society was different there was no single model of development to be
adopted or which could be imposed successfully by one nation-state on others, either through force or
through foreign aid programs. Nor could development be promoted simply by copying the model of a
more successful economy. Each nation-state had to find its own response to the political demands
arising from within its society. Integration occurred when a number of nation—states shared similar
political objectives which they could not meet individually but could meet collectively. It was not
simply the result of their increasing interdependence. It was how and whether nation-states responded
to these domestic demands which determined the nature of historical change.
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The Implicit Theory of Historical Change in the Work of Alan S. Milwardx

Frances M. B. Lynch and Fernando Guirao

1. Introduction

Alan Steele Milward (1935-2010) was first and foremost an historian, a contemporary historian.
Although he was not a Marxist he shared with Karl Marx a belief that the material basis of existence
was the starting point for an understanding of the world and, since he believed that ‘all history is
change’, he sought to explain contemporary history through an understanding of the forces responsible
for economic change.' Unlike most neoclassical economic historians, he considered that one of the
most powerful of these forces in contemporary Europe was the State. Therefore in his research, which
focused mainly on twentieth-century Europe with some excursions into earlier times, he sought to
uncover the interaction of the political and the economic. Accordingly, it spanned several academic
disciplines, with his professorships ranging from economics at Stanford University to European
studies at the University of Manchester, Institute of Science and Technology (UMIST), to
contemporary history and later the history of European integration at the European University Institute
(EUI), Florence, and to economic history first as a lecturer at the University of Edinburgh and later as
a professor at the London School of Economics and Political Science (LSE). From all these fields and
several others Alan Milward drew inspiration for his historical research.

‘When through some obstinate and now unredeemable error of judgement’, as he himself wrote,
‘I first decided I would be an historian “Contemporary History” was a phrase spoken in Britain only
with an accompanying sneer.” That was in 1956 when, with a first class degree in Medieval and
Modern History from University College London, he could find in Britain ‘only one Professor of
History [...] who would accept as a research student someone who wanted to work on the history of
the Nazi period. “That is not history”, they said, or, more cunningly, “there are no sources”.’”” His
supervisor at the LSE was the renowned diplomatic historian and author of two volumes in the British
Official History series of the Second World War, Professor William Norton Medlicott.®> After three
years of research, Alan Milward submitted a Ph.D. thesis entitled ‘The Armaments Industry in the
German Economy in the Second World War’, which granted him, at 25 years of age, a doctorate in
Economic History.

When he was working on his thesis in the second half of the 1950s the two dominant views of
the Nazi regime were, on the one hand, the orthodox Marxist-Leninist view as defined by the
Communist International (known as Comintern) in 1935, namely that it was a form of fascism and was
the direct agent of monopoly capitalism; and on the other, the liberal-bourgeois view which saw it as a
form of totalitarianism and thus a state-controlled command economy similar to Communism in the

The authors would like to thank Mr. Alan Jarvis, editorial director of social sciences books at Routledge, for allowing us to
publish as a working paper a text primarily written as an introduction to Fernando Guirao, Frances M.B. Lynch, and
Sigfrido Ramirez Pérez (eds.), Alan S. Milward and a Century of European Change (Routledge, London and New York,
forthcoming).
An identical version of this paper has been published by the Barcelona Graduate School of Economics as BGSE WP Series
no. 586 (accessibile at http://research.barcelonagse.eu/tmp/working_papers/586.pdf).
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2 Milward (1975a), 92 (both quotations).
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Soviet Union.* As a first demonstration of one of the most enduring features of his work, Alan
Milward preferred to develop his own understanding by ferreting in all the available sources of
information which he, as a young British student with a reading knowledge of German and French,
was able to find.> On the strength of an unusual linguistic ability, he adopted a method which was to
characterize his research activity throughout the next fifty years: to be among the first to uncover and
read in a systematic way hitherto secret government archives from many countries and to combine his
documentary findings with a wide range of statistical material often ignored by historians.

For his thesis, from which his first scholarly publications were to be derived, he based his
research on the largely unexplored captured records of the German Ministry for Armaments and
Ammunition and the Economic and Armaments Office of the High Command of the Armed Forces, as
well as other documents then kept in the Air Historical Branch of the Air Ministry in London. He also
consulted the records of the United States’ Strategic Bombing Survey (USSBS), the purpose of which
had been to examine the relative success of the various Allied bombing policies during the war.® This
survey provided him with valuable material for his thesis in so far as it presented a detailed study of
the German war economy which the strategic bombing was meant to cripple. One of the authors of the
survey, the economist Burton H. Klein, was at that time writing his own book based largely on the
results of that survey.” But the young Alan Milward, who defended his thesis in 1960, shortly after the
publication of Klein’s book, and shortly before becoming assistant lecturer, then Lecturer, in
Economic History at the University of Edinburgh (1960-1965), reached very different conclusions to
those of Klein.

2. The German Economy at War (1965)

The most succinct and accessible account of Alan Milward’s argument about Nazi Germany’s war
economy can be found in his first article, published in The Economic History Review (EHR) in 1964.2
The following year his first book, The German Economy at War, now considered a classic, was
published.® In spite of its title, Alan Milward did not consider his book to be a history of the German
war economy as a whole. He himself pointed to the fact that, by 1965, there were still ‘too many
serious gaps’ in the documentary and statistical knowledge of the German economy from 1939 to
1945 for his own study to be taken as ‘a comprehensive history of German war production to serve as
a counterpart of the United Kingdom Official History of the Second World War, Civil Series’, which
his own doctoral supervisor and mentor had completed shortly beforehand.'® His research focused on
determining the turning points in Germany’s wartime economic strategy.

Milward’s main thesis was that until 1942 Nazi Germany was being prepared to wage a war of a
special kind which was most suited to the German economy and to the political nature of the Nazi
party and its ideology. That war was briefly referred to as ‘the Blitzkrieg’, a term commonly translated
into English as ‘lightning wars’. It rested on a military strategy which implied a succession of rapid
knock-out blows delivered against the enemy’s forces from a position of strength without requiring the
full-scale and permanent mobilization of the country’s economy and society. Temporary efforts to
boost the production of particular sectors were to precede each military campaign. The degree of
wartime resource mobilization was to be flexible, varying in accordance with the military needs of
each successive aggressive campaign between September 1939 and the summer of 1941. These

* Kershaw (2000), 12-13.

> Milward’s linguistic skills were learned entirely at High School in Stoke-on Trent. His first visit outside the British Isles
was in 1955 when he won a university competition for his project to cycle around Finland and Northern Norway. At a later
stage of his academic career, he would also be able to read Danish, Dutch, Italian, Norwegian, Portuguese, Romanian,
Spanish, and Swedish and speak many fluently.

® USSBS (1945).

" Klein (1959).

& Milward (1964).

% Milward (1965).

10 Milward (1965), v.
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campaigns were based on German military forces being superior in number and capacity to the
opposing forces at the time of each surprise attack.

In Milward’s interpretation, the Blitzkrieg was an economic and political as much as a military
strategy. In this sense, the Blitzkrieg strategy was based on operating a war economy within the
general framework of the heavily mobilized economy which Nazi Germany had sustained since 1936.
It thus required balancing the preparation of the country for war, which was an intrinsic goal of Nazi
ideology, with the maintenance of consumption at levels necessary to retain sufficient domestic
support for the Nazi regime. The Third Reich would impose on German civilians the rigors of a full-
scale war economy only if and when it was forced to do so. Thus, for Alan Milward, the Blitzkrieg
was ‘a method of waging war which would avoid misery which war seemed destined to bring to the
[German] civilian population.”*® It was based on achieving the Nazi party’s ultimate political
objectives with less disruption to the national economy and society than would otherwise have been
possible. In Alan Milward’s own words, the Blitzkrieg economy

was pre-eminently suited to the structure of the National Socialist state. It was the system of warfare best
suited to the character and institutions of Hitler’s Germany. For a democratic country such a method of
waging war would have presented immense difficulties, for Germany, it was politically and economically
convenient.*?

As a political strategy, it was to prepare the country to wage successfully the sort of war which would
lay the basis for the future German dominance of continental Europe under the leadership of the
National Socialist party. The subsequent simplified depiction of his argument as that of ‘a peacetime
economy at war’ is at best a distortion.”® Indeed, Alan Milward stressed that ‘[n]o nation had ever
previously spent so vast a sum in peace time on preparations for war’.**

What Alan Milward set out to do was explain, firstly, how Nazi Germany was able to conquer
most of continental Europe within a short space of time while maintaining living standards, and thus
support for the regime at home; and secondly, when and why the initial strategy was changed. It was at
the beginning of 1942 that, as he claimed, due to the immense cost generated by the invasion of the
Soviet Union, Germany was forced to abandon the economic and military strategy of the Blitzkrieg
and develop an alternative one aimed at sustaining a prolonged war effort. Given the Allied superiority
in the quantity of strategic resources at their disposal, the emphasis in Germany was placed on
achieving qualitative superiority. Adolf Hitler and the Ministry of Armaments and Munitions assumed
that it was impossible for Germany to out-produce its enemies in armaments but that it ‘could still win
a war of mass production by harnessing her technology and science to the task of keeping a qualitative
superiority in many individual armaments.”™ This illusion was abandoned in turn, Alan Milward
argued, in the summer of 1944, when Germany geared itself toward a total-war effort which required
the full mobilization of all available resources at the expense of both the quality of armaments and
domestic living standards. Hitler’s ‘Concentration Order’ (Konzentrationserlass) of 19 June 1944
marked, he said, a desperate effort to postpone disaster by abandoning Germany’s qualitative
superiority and focusing all efforts on the mass production of the existing weapon types, as did the
appointment in July 1944 of Josef Goebbels as Reich Plenipotentiary for the Mobilization of Total
War. This question of when Nazi Germany was organized or aimed to be organized for ‘total war’
dominated scholarly debates for many years after the 1960s."®

If the Blitzkrieg strategy had been successful in the first twenty months of the war in defeating
the armed forces of Poland, Denmark, Norway, Belgium, the Netherlands, Luxembourg, France,
Yugoslavia, and Greece, the total-war effort which the Third Reich initiated in 1942 was insufficient,

1 Milward (1965), 7.

12 Milward (1965), 31.

13 For further elaboration on this question see below, 57-58.

Y Milward (1965), 27.

1> Milward (1965), 101.

18 Detailed information about the changing interpretation of the concept of total war can be found in Beckett (1988).
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however impressive its actual results, against the combined resources and capabilities of powers which
were not only economically stronger but, through an efficient system of cooperation, proved
themselves to better suited for the kind of command over all the resources which was necessary to win
the war. Thus, in his first book, Milward was making a persuasive case for the importance of
economic and political as well as military strategy in explaining the outcome of the war, and for the
importance of the Soviet Union, along with Britain, to Allied victory by defeating the Blitzkrieg
before the United States joined the Allies.

The first (recorded) reviewer of The German Economy at War aptly described the social and
academic atmosphere in which Alan Milward carried out his first academic research:

It is not unfair to use the British war economy as a standard of comparison for the German economy. For,
at the time, the British were spurred on to sacrifice partly by their belief that the Germans had won their
victories because they had learned long ago the lessons of giving up butter in order to have guns. It came
as a shock to read the [USSBS] after the war and to discover how wrong we were. The Germans had, it
seemed, maintained high civilian standards throughout the war: even the number of domestic servants had
increased. Unfortunately, apart from articles by one or two notable economists who worked in the
Bombing Survey, there has been little systematic study of the German war economy, and historians have
been slow to quarry among the patchy, although massive, documentation on the subject.17

One of the ‘notable economists’ was Klein, whose book Germany’s Economic Preparations for War
(1959) had already shown that the degree of preparation of the Nazi economy for war by 1939 was
very much less than had been believed by the Allies at the time. Klein had effectively destroyed the
widely held belief that Hitler had armed Germany to its full extent for the purpose of waging the kind
of war that the Second World War represented. In agreement with Klein and the other authors of the
USSBS, Alan Milward showed — in both his article and monograph — that Germany was not operating
a full-scale war economy in 1939, nor in the first two years of war. This did not mean, however, that
the Third Reich was not preparing Germany for a major war; it simply meant that

Germany was preparing for war, but for a war of a special kind — Blitzkrieg — which demanded not
‘armament in depth’ [armament producing permanent military potential] but the less burdensome
‘armaments in width’ [ready weaponry the provision of which could be increased right before each
military campaign].’*®

Where Milward disagreed with Klein and the USSBS was in assessing the actual level of mobilization
of the German economy, both before and throughout the war. Indeed, in challenging the wartime
assumptions of the Allies, Milward argued that the authors of the USSBS had ‘weighed the balance
down on the other side rather than correcting it”."* He maintained that the main reason why Klein and
the other USSBS authors had underestimated the degree of preparation for war of the German
economy by 1939 and overestimated the change after 1942 was because they had accepted ‘very
uncritically the description of the German war economy given by the most co-operative, the most
intelligent, and certainly the most knowledgeable of the Allies’ prisoners, Albert Speer, the former
Minister of Armaments and Munitions.?

In the United States, Speer, who was at that time serving a twenty-year sentence in Spandau
prison in West Berlin, having escaped the death penalty at the Nuremberg trials because he
acknowledged his guilt in Nazi war crimes, was given, according to Alan Milward, too much credit for
having reformed the administration and direction of the war economy. Speer had taken with him many
extremely valuable documentary records relating to the wartime German armament effort which he
was to use, at a later stage, toward his own public rehabilitation. In American eyes, had Speer not
come to power as a result of the accident in which his predecessor, Fritz Todt, was killed in an air

17 <Guns and Butter’ (1965), 772.
18 Forsyth (1965), 124.
19 Milward (1964), 499.
2% Milward (1964), 500.
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crash on the Eastern front on 8 February 1942, ‘the German economy might never have been geared to
the long war of attrition and mass production forced on her by the overwhelming defeat at
Stalingrad’.?* For Klein and the USSBS, the German defeat in Stalingrad in February 1943 was the
turning point in the war. Up until that point they believed that Germany was following the military
tactics of the Blitzkrieg. After Stalingrad, the Third Reich would have had to switch tactics and
mobilize the economy for a full-scale war. Had they switched tactics earlier, as Speer and others were
to argue, then the Germans, under the steady direction of the Minister of Armaments and Munitions,
might have won the war.

Alan Milward disagreed with almost all of this. Having worked with the same official German
statistics as those used by the USSBS he was much more skeptical of their veracity than were the U.S.
officials. In fact, he considered that, before the creation of the German Statistical Service in 1942, it
was almost impossible to get reliable statistical information from which to analyze the weight of
armaments production in the German economy for the critical years 1939-1941. Even after the
creation of this office, he demonstrated how misleading were the indices of armaments production
compiled by the Statistisches Amt during the war. In order to help get around the problem caused by
the inadequate statistics, he investigated the ‘politics and personalities’ because he believed that ‘the
political framework in which the economy of National Socialist Germany operated was extremely
important.”®® His reading of the official documentary record of important wartime bodies of the
German state caused him to challenge with some authority Klein’s and the USSBS’s understanding of
the Blitzkrieg and of when it was abandoned.

He considered it a mistake to view the Blitzkrieg, as the bombing survey had done, solely in
terms of military tactics which ran aground during the five long months, between July 1942 and
February 1943, of hand-to-hand fighting in Stalingrad, which killed almost two million people. It was
Alan Milward’s firm view, first of all, that the Blitzkrieg, as we have already underlined, meant much
more than military tactics, and secondly, that the Blitzkrieg strategy had proven a failure long before
the battle of Stalingrad had begun. The Fihrer-command ‘Armament 1942’ of 10 January 1942, he
maintained, was the break with the economics of the Blitzkrieg and the beginning of a new program of
military expansion which committed Germany to sustaining a long-term war effort on a large scale,
which in turn implied a more effective centralized control over industrial production. Todt, the
Reichsminister for Armaments and Ammunition, was the main critic of the Blitzkrieg strategy after the
campaign against the Soviet Union had required scaling up the military requirements of Germany’s
overall war effort quite significantly. It was Todt who had already persuaded Hitler of the need for
change, it was Todt who had designed the numerous administrative innovations — central control,
rationalization of mass-production of armaments, and the system of authoritative industrial committees
— which would be central to the economic organization of the German economy operating on the basis
of a long war in search of greatly increased efficiency levels from 1942 onwards, all of which, as we
have seen, Speer (and the Allies) would attribute to Speer himself after the war.

By examining what he called ‘the machinery of administration’ of the German war economy,
Alan Milward concluded that ‘it was the failure of the first Russian campaign, rather than the
catastrophe of Stalingrad, that caused Hitler to abandon the Blitzkrieg.’®® According to Hugh R.
Trevor-Roper, considered by many at the time as one of the most distinguished academic authorities
on Nazi Germany, Hitler himself had insisted on the invasion of Russia, arguing that such an operation
made sense ‘only if we smash the [Soviet Union] heavily in one blow’.** The consequence of the
failure of this strategy was that the Third Reich became entangled in a long war of attrition against a
combination of countries — the United States, the Soviet Union, and those in the British Empire and
Commonwealth — with superior forces and military potential which was precisely what the Blitzkrieg
strategy had been designed to avoid. In the colorful language which was to become one of his
trademarks, Milward wrote ‘[a]s the German advance squelched to a halt on Russian mud, and as, for

2! Milward (1964), 501.

22 Milward (1965), v.

2% Milward (1964), 507.

24 Trevor-Roper (1966), 61.
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the first time, serious losses of equipment, losses which were exceeding production, made themselves
felt, the advocates of “armament in depth” were heard with louder voices.”” ‘The Blitzkrieg is over’,
Milward affirmed, quoting a memorandum of 15 January 1942 written by General Hermann von
Hanneken, the chief of resources, energy and mining in the German Ministry of Industry. ‘As for the
economy,” the memorandum ran, ‘it is a matter of the first priority that it should clearly be
reconstructed on the basis of a long war.”®® As Milward summed up,

there can be no doubt that the decisive change in the administration of the German war economy came in
February 1942 with the creation of a powerful civilian Ministry of Armaments and Munitions with control
over service departments. And this was clearly the response to the failure of the Blitzkrieg offensive
against Russia, and the necessity to rearm for a longer struggle than had at first been envisaged.27

In case anyone was left in any doubt about where he disagreed with Klein, Milward concluded his
‘The End of the Blitzkrieg’ article insisting that ‘economically the Blitzkrieg ended in January 1942.
Stalingrad merely convinced the unbelievers.’?

He also strongly disagreed with all those who at that time saw the Nazi regime as a firm-
command style economy: ‘[T]he whole structure of the German administrative body was one of
competing individuals and competing machines which by 1942 represented a powerful collection of
vested interests each unwilling to relinquish its control of its own small part of the war economy.’?
While he agreed that private businessmen exercised considerable power in the committees used by
Speer, he argued that there were ‘strong centrifugal forces in the National Socialist Party, which found
the whole idea and system of the Blitzkrieg immensely more attractive than a full-scale war economy
which would need centralized direction.”®® Even after Speer had firmly defeated those in favor of
Blitzkrieg, Milward identified ‘an equally determined struggle, involving different questions of
principle, between the Speer Ministry and the élite of the National Socialist movement, the SS.”*! The
raison d’étre of the Blitzkrieg economy had been the possibility of avoiding an overall economic
centralization of power and decision-making, allowing for the maintenance of independent economic
empires responding to different, even opposing objectives despite operating under the supreme
authority of the Fihrer. According to Alan Milward, the kind of central planning and command that
‘armaments in depth’ entailed inhibited the very economic flexibility on which Hitler’s strategy so
much depended. It was precisely the need for flexibility which made the Blitzkrieg economy suit the
structure of the Nazi state. The end of the Blitzkrieg thus meant the end of the perfect symbiosis
between war, the independence of the Nazi party leaders, and a sufficiently high level of popular
support for the regime.

The final issue over which Alan Milward disagreed with Klein and the USSBS was over why
Germany ultimately lost the war. In the fall of 1944, Alan Milward argued, ‘to all but fanatics the war
was economically lost’.*> We have seen that he refused to accept that the first mistake was the
adoption of the strategy of the Blitzkrieg itself. Nor did he accept Speer’s suggestion that ‘their
economic edifice would never have fallen down had the Allies not first bombed the roof off and then
occupied the rooms’.** While he did agree that the Allied bombs had played a part, he insisted that
‘[t]he complexity of the economy of so highly-industrialized a country as Germany proved greater
than the plans for strategic air warfare allowed.”* Of equal importance for the defeat he listed the

25 Milward (1964), 509.

28 Milward (1964), 509.

2" Milward (1964), 512-513.
28 Milward (1964), 518.

2% Milward (1965), 10.

%0 Milward (1965), 11.

31 Milward (1965), 155.

%2 Milward (1965), 163.

%% Milward (1965), 165.

3% Milward (1965), 166.
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chronic labor shortage in Germany as well as shortages in vital raw material supplies. Since in his
view ‘Germany had circumvented her raw material shortages very shrewdly throughout the war, by
conquest and by substitution, although in theory they were her greatest weakness’, the Allies’ conquest
in turn of those parts of Europe on which Germany depended was a major blow.* Finally he included
the tensions between the central economic organization and the central political organization as a
cause of equal importance for the defeat of Germany, since they determined the quality and quantity of
the German war production.

‘Personal rivalries’, as one reviewer summarized Alan Milward’s findings in this respect,
‘prevented a satisfactory solution for the maximum and efficient use of German and foreign labour
and for the best allocation of materials and components.”®® Central authority over the whole of the
German economy never existed, apart from Hitler’s personal supreme (and contradictory) command. It
was not until August 1944 that Speer gained authority over armaments production for all the armed
forces, but even then Hermann Goéring’s industrial empire escaped the Armaments and Munitions
ministerial authority, and the Schutzstaffel or S.S. under Heinrich Himmler continued to constitute a
‘state within a state’ with its own industrial empire. In spite of everything, German armaments
production reached its peak in July 1944, and in January 1945 it was still more than twice as high as it
had been three years earlier.’’ “The Allies were fortunate’ — another reviewer concluded — that the
Germans began to display centralized efficient planning ‘only when it was too late to do more than
postpone the inevitable collapse.”®® In fact, most reviewers of The German Economy at War concurred
in underlining the novelty and excellence of Alan Milward’s treatment of the damaging consequences,
for the coherence and consistency of the German war effort, of the personal and institutional rivalries
within the Third Reich.*® The careful analysis of the relationship between the economic, strategic, and
political factors, which Alan Milward deployed for the first time in The German Economy at War,
would constitute another permanent feature of his scholarly work, a further component of what could
be defined as the Milwardian method.

The main merit of the book was seen to lie in its attempt to understand and explain for the first
time the economic rationale underpinning the Nazi military strategy. Alan Milward’s evidence was
seen to challenge, on the one hand, the belief of those who had argued that the German economy was
so fully extended by 1940 that the British bombing policy could quickly bring about its collapse and
on the other, the view of the appeasers who minimized the extent of German rearmament.*’ Trevor-
Roper went further than Alan Milward’s conclusion that ‘under Blitzkrieg economics Germany
achieved one of the most remarkable periods of conquest in modern history’ by saying that ‘one more
victory in the series might well have established the New Order on a lasting base.” For Trevor Roper,
‘[i]t was by such methods, after all, that Prussia, which was not a great power in its time, became the
German Empire, which was. By the same methods, a new German Empire might have been the super-
power of today.”** Likened by Michael Hurst to an Emmental cheese which, ‘[d]espite the holes that
can be found in it [...] is of a very high quality’, The German Economy at War was to become the
standard text for many years for a study of the preparation for and wartime efforts of the German
economy.*? Hurst was not mistaken.

% Ibid., 165

% Hillmann (1965), 677.

37 Nicholls (1966), 874.

%8 Neil (1966), 217.

% The sole recorded exception is Birkenfeld (1966).

“0 Makins (1965), 386.

4 Trevor-Roper (1966), 63. The original Milward quotation is taken from Milward (1965), 8.

Hurst (1965), 57. One of the ‘holes” was seen to be the absence of any discussion of the contribution of the occupied
countries to the German war economy.
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3. The New Order and the French Economy (1970)

The origins of the Third Reich’s Blitzkrieg strategy and the ultimate outcome of the German war effort
were both related, in Alan Milward’s view, to the concept of a New Order in Europe. This referred to
the place which occupied territories — and the subsequent policies for their control — had in the overall
German war effort and postwar planning for the establishment of a revolutionary socio-economic
system on a continental scale. For Alan Milward, the Blitzkrieg strategy encompassed the occupation
of some parts of Europe and the subsequent control of their resources in order to achieve the fascist
objectives of a New Order in Europe which was neither capitalist nor communist, while the failure to
make the best use of the occupied territories represented a fatal blow to the overall efficiency of the
German economy in the later phase of the war.

As he pointed out in the early 1960s, the effects ‘of German occupation on the economies of the
occupied countries are still unknown except in the broadest outline, certainly less well known than the
political effects of occupation.”® Almost fifty years later, we can observe that this is still the case.
What he wanted to understand was what the New Order in Europe might have looked like if the Nazis
had not been defeated and to what extent their defeat was due to the failure of their occupation
policies. In two subsequent monographs on the German occupation of France and Norway he provided
some answers to those questions. He started with France, the most significant of all the economies
which Germany controlled during the Second World War.** The official French account of the
Occupation was that it had failed because the majority of French people had resisted rather than
collaborated with the Nazis. Raymond Aron’s distinction between the good Vichy of Marshall Henri
Philippe Pétain, the Verdun hero and aged head of the Vichy régime, which sought to soften the
impact of Nazi policies on France, and the bad Vichy of Pierre Laval, deputy president of the first
Council of Ministers from June to December 1940 and premier after April 1942, which collaborated
willingly with Nazi Germany, went largely unchallenged as most public records in France for the
Vichy period were closed.” Alan Milward, basing his research on France primarily on captured
German documents located in Britain and the United States and on published French records of war
damage and of negotiations at the Armistice Commission meetings, was interested in the purpose of
occupation and the extent of French collaboration.

On the first question, he quite typically rejected as too simplistic the view that the primary
purpose of occupation was to loot and punish. What he set out to do was to assess the rationale behind
the various measures which the Germans devised in order to extract economic benefit from an
occupied territory; in the French case, from the fall of Paris in June 1940 to the invasion of Normandy
four years later. Anticipating that there was more to the various forms of German pillage of France’s
resources and treasuries — which included seizures of stocks of raw materials and of cash, extraction of
occupation costs, levies, the use of an overvalued currency (Reichskreditkassenscheine) for the
purchase of goods and services by the occupation forces, capital penetration in French industry, and
forced transfers of French labor and foreign holdings to German factories — than pure plunder or
punishment, he measured the extent of French collaboration. This enabled him to answer the bigger
theoretical question of whether the Nazi policy of uniting Europe by force could have worked had the
ultimate outcome of the war been different.

The way in which he formulated his questions are clearly set out in an early essay, published in
1967:

The tendency has been to assume that Germany’s policy towards the French economy was merely to
‘exploit’ it in her own interests. This view of the problem is certainly too simple. What exactly were
German interests? And which of the many different ways of ‘exploitation’ should Germany choose?
Should Germany invest in the French economy, particularly in the agricultural sector, in the hope of
increasing output and thus the share which she herself could take? Or should she merely loot the French

3 Milward (1965), v.
* Milward (1970a).
*® Azéma (1995), 1084.
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economy taking what she could as booty? Owing to deficiencies in investment in armaments industries
before 1942 Germany’s own armaments-producing capacity was fairly low until 1943. Should she
therefore use French plant to increase this capacity? And if so, should she do this only when it was
absolutely necessary and as a temporary measure? Or should she incorporate the economy of occupied
France, and even Vichy France, into her own war economy, forming what Jean Bichelonne, secretary of
state for industrial production in the Vichy government after April 1942, was to call the ‘European war
economy’? Or should she transfer, in as large quantities as possible, the factors of production from France
to Germany, turning France into a rump state, a primary producer like the General-government of Poland?
What fate was reserved for France in the ‘New Order’?*°

As he saw it, the German occupation of France went through three main phases. During the first one,
which followed the fall of Paris, he argued that the economics of Blitzkrieg did not require much
pressure to be imposed on France’s economic resources, apart from on aircraft, stocks of military
equipment, transport, and raw materials. The second period, which started in the fall of 1941, at the
height of the Russian campaign, was when the needs of the Blitzkrieg strategy were greatest,
necessitating a more substantial contribution to be made by France in terms of ammunition, consumer
goods, and labor. This period of increased exploitation was dominated by the policies of Fritz Sauckel,
the Commissar-General for Labor, who demanded the transfer of French (and other foreign) workers
to Germany’s basic and arms-producing industries in order to speed up production. It was during this
period that the new era of a continental European Order under German dominance appeared within
reach. It was to serve not only the interests of the German wartime political economy but also lead to
the postwar reorganization of the whole European political economy. The final phase was dominated
by the consequences of the collapse of the Blitzkrieg strategy in favor of, firstly, a more efficient
mobilization of all available resources for a long-term war effort and then, the simple exploitation of
the conquered economy in the context of an emergency total-war effort within the wider context of a
European war economy.

Alan Milward’s analysis encompassed German as well as French views on the future role of
France in the New Order. As he had shown in The German Economy at War, the German state, far
from constituting a monolithic administrative and political entity, was riven with divisions, initially
over the purpose and degree of control and exploitation of conquered territories, and subsequently
over the degree of administrative centralization that followed the end of the Blitzkrieg economy. In the
case of occupied France, the most prominent dispute was between Speer, who favored expanding the
production of armaments and consumer goods in France in order to meet both the needs of the German
armed forces across Europe and civilians at home, and Sauckel, who preferred to force French labor to
work in factories in Germany where their level of productivity was higher. Whereas Speer followed a
policy of progressive economic rationalization on a pan-European basis, Sauckel was emotionally
linked to the early revolutionary doctrine of National Socialism for which the Grossraumwirtschaft
(the economics of large areas) would be based on the creation of a self-sufficient continental-wide
economic system in which the industrial regions of western and central Europe pivoting on the Third
Reich would be surrounded by a periphery of countries acting as suppliers of foodstuffs and raw
materials. For the old National Socialist guard, Speer’s centralist policy represented ‘an attack on the
National Socialist ideas of the New Order’.*’

Once again, as Alan Milward had shown in The German Economy at War, under the facade of a
monolithic organization, Nazi Germany’s leadership was actually quite divided, lacking a clear sense
of direction over which were the most effective policies to win the war and establish the New Order in
Europe. Against the backdrop of conflicting and ever changing demands from the Nazi masters, there
were, as Alan Milward saw it, fundamental differences of opinion within the Vichy state over what the
future of France should be in the German New Order for Europe. Marshall Pétain had at the time of
the Armistice, in June 1940, readily accepted a role for France as a supplier of food and raw materials
to Germany as offering a ‘means to France’s social and spiritual regeneration’.*® On the other hand
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Laval, on returning to power as Prime Minister in April 1942, welcomed Speer’s plans as a way for
France to avoid the fate of the eastern territories and retain the possibility of having an industrial
future.”® All these divisions and changes made Alan Milward’s calculation of what Germany managed
to extract from France all the more surprising.

He used five cases studies — coal, iron ore, bauxite and aluminum, wolfram (the ore from which
the strategic metal tungsten is made), and agriculture — which together constitute the main body of The
New Order and the French Economy — to show how the interaction of all these factors influenced what
Germany was able to extract from the French economy. As he demonstrated, by 1942 ‘France had
become an integral part of the German war economy.”® Toward the end of 1943 the general level of
exploitation was between forty and fifty per cent of French capacity as France became ‘the most
important supplier of raw materials, foodstuffs, and manufactured goods to the German economy.”>!
Expressed in other terms, ‘the total value of goods and services’ which Germany was able to obtain
from France during the war ‘was roughly equal to one-quarter of [France’s] own Gross National
Product on the eve of the war.”®* To the value of raw materials, food, production, and labor Alan
Milward added the value to Germany of its trade with France. He showed that during the occupation,
the prewar trend in which the countries of south-eastern Europe had become the most important source
of German supply was broken, and their place was taken by France, with Belgium and the Netherlands
in a subordinate role.

The failure of the Blitzkrieg on the eastern front turned attention from the New Order to the
organization of a total-war economy on a continental-wide basis which resulted in France becoming
by 1943 the most important supplier of the German economy for a wider range of industrial products
as well as food. As a consequence, the relative importance of south-eastern Europe to the German
economy declined, and long-term plans were designed to reduce the German dependence on eastern
supplies even further. How was France to fit into those longer term plans, he asked. But it was a
question which, as he himself admitted, could not be answered in wartime: ‘Indeed the answer seemed
to recede as the war progressed’.>* What he was anxious to settle in The New Order and the French
Economy was whether the ‘startlingly’ high level of exploitation of the French economy could have
been sustained had German domestic economic policy not changed and with it the economic policy in
occupied Europe. On this he felt there was no room for liberal complacency: ‘In so far as German
policy had to be changed in autumn 1943 this was not so much because it was, economically, a failure.
Rather it was because events in Germany, the changes in economic policy which had taken place there
in 1942, spread their implications to occupied Europe.”* If Alan Milward was interested in the effects
of occupation on individual economies he saw the even more important theoretical question to be
whether the Nazi conquest of continental Europe could have worked economically had Germany not
been defeated militarily. Was the liberal theory that war and conquest did not pay disproved by the
Nazi experience in the period 1939-1942 when it controlled the resources of most of continental
Europe? As he wrote,

[t]hat conquest, in the long run is not profitable, is too satisfyingly moral a lesson to draw. Each conqueror
has his philosophy of conquest and can only act within the bounds of that philosophy. Seen in historical
perspective the National Socialist conquests were an attempt to solve the political and economic problems
of Germany by solving those of Europe on the same principles. The New Economic Order was ultimately
essential if National Socialist Germany was not always to face overwhelming economic problems in a
hostile world. The economic developments in Germany after the National Socialist revolution were
meaningless in the long run if confined to one country; conquest was inherent in them.>

* Milward (1967a), 427.
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As far as he was concerned, to understand the National Socialist theory of conquest and the nature of
National Socialism, which he insisted was a variant of fascism rather than of totalitarianism, it was
necessary to ‘think ourselves out of the weight of the two hundred years of thought which fascism
itself rejected’.”® Rejecting both the liberal-capitalist and the Marxist theories of fascism, Alan
Milward argued, at that time, the following:

The philosophical starting-point of fascism was the rejection of what fascists called the ‘Greek idea’, the
idea of the individual’s growth to emancipation and maturity. It was this particular conception of human
destiny, they argued, which was recaptured from Greek philosophy during the Renaissance and thus
became the basis for Smith’s ‘economic man’. Fascism therefore attacked liberal economic thought at the
very base of its trunk. The emancipated individual, who was both the producer and the product of
capitalism, was disruptive to society, selfish, and an enemy to the community. Conversion to fascism was
a revolt against interpreting the world from an individualist and materialist standpoint. Communism, in
this light, was merely the last and latest form of materialism, the ultimate liberal heresy. The fascist
philosophy imposed drastic restrictions on the ‘rights’ of the individual and the group. Capital was a
public trust. Instead of the class-ridden state of the materialists fascism proposed the ethical state, the
spartan virtues of whose inhabitants would be far removed from those of the capitalist entrepreneur or
consumer. Philosophically, fascism represented a search, not for further economic development in new
and more difficult international circumstances but for a point of economic equilibrium, a haven from the
pressure of social and economic change.”’

Berating liberal historians for dismissing the New Order as ‘windy rhetoric, a verbal disguise for
conquest’, he also criticized Marxist historians — such as Wolfgang Schumann and Gerhard Lozek —
for interpreting it as ‘the subjection and looting of the occupied territories by German bankers and
industrialists in whose interests the war had been prepared and carried out.”* Alan Milward’s view
was that

the conflicting strains of economic thought in National Socialism spanned the whole range from anti-
capitalist, or even pre-capitalist, millenarianism to the ruthless advocacy of the businessman’s right to
dominate all economic policy. These gross differences of opinion were never better shown than in
German economic policy in occupied countries.>

If The New Order and the French Economy had two main levels of analysis, it was only his analysis of
German economic policies toward occupied France from 1940 to 1944 which found favor. All
reviewers without exception praised Alan Milward’s ability to analyze the existing evidence from that
new perspective. The second level of analysis was not seen to be as successful as the first. Richard
Tilly and Hans Umbreit, while acknowledging the wealth of data which Alan Milward had produced
on the French economy, were not convinced that the New Order was a useful way to interpret the
economic aspects of Nazi occupation policy in France.®® Arthur Schweitzer was more critical: ‘While
the factual investigation is competently done, limited mainly by the inadequacy of available
information, the same cannot be said for the efforts to interpret either the occupied economy or the
Nazi empire.”®" Indeed Schweitzer had also written a caustic review of The German Economy at War,
and was not sympathetic to Alan Milward’s apparent adventurism in formulating wider interpretations
of National Socialism.®? Schweitzer was not alone. Charles P. Kindleberger, one of the earliest
reviewers of The New Order and the French Economy, found it ‘futile’ to use the French case to
generalize about the benefits of military conquest. For Kindleberger, the controversy between liberal
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theory and the revolutionary doctrine of National Socialism was ‘pressed too hard’ and
unpersuasively.®®* Urs Brand referred to the book’s section on the liberal and fascist theories of the
profitability of conquest as ‘historical digression”.**

It has to be said that Alan Milward never shied away from an argument, and in his analysis of
the operation of the Nazi economy during the war, he was taking on two very powerful theories, those
of liberalism and Marxism at the same time. In trying to understand the theoretical underpinnings of
the Nazi war economy and of the New Order for Europe he was anxious to avoid what he considered
to be the dangerous complacency which their oversimplified views created. Many reviewers
considered that his determination to understand the politics and economics underpinning Nazi policy
in the Second World War in some way indicated his tacit support for the Nazi regime. Two reviewers
intimated that he would have welcomed the establishment of the National Socialist New Order. ‘Might
an imposed economic order have been better for Europe than present bickerings and divisions?’,
Arthur L. Funk asked rhetorically, after which he added, ‘Milward’s argument in favor of force as a
possible (and presumably legitimate) method of imposing a supranational economic system is a
tortuous one.’® Volker Wieland, in turn, saw ‘expressions which suggest a certain sympathy [of
Milward] with National Socialism.”®® Nothing could have been further from the truth, but it was easier
to insinuate that Alan Milward might have had secret sympathies for the Nazis than to consider
whether the National Socialist New Order in Europe might have been seen as a viable long-term
solution to the socio-economic problems faced by Germany and the rest of Europe in the interwar
period.

Although Alan Milward based his views of war on those of the nineteenth-century Prussian
general, Carl von Clausewitz, rather than on the more fashionable game theory as developed by
Thomas C. Schelling in 1960, his views were quite similar to those of Shelling. On the first page of his
influential text Schelling had argued that ‘rational behavior’ is associated with morality and goodness,
while ‘irrational behavior’ is associated with pathological behavior: ‘Among diverse theories of
conflict [...] a main dividing line is between those that treat conflict as a pathological state [...] and
those that take conflict for granted and study the behavior associated with it.”® Alan Milward was
certainly among those scholars who operated on the assumption that rational behavior was ‘motivated
by a conscious calculation of advantages, a calculation that in turn is based on an explicit and
internally consistent value system.”®

Alan Milward wanted, through his research, to discover exactly why the Nazi system of
Occupation had failed rather than accept the official version of events. In France the official
explanation which had been carefully controlled since the end of the war was that it was the resistance
of most French people to the occupation which was responsible for the defeat of Germany. This had
received a near fatal blow in 1969 with the release in cinemas of the documentary film, Le chagrin et
la pitié (The Sorrow and the Pity), which showed the speed of the collapse of the French state under
German military pressure.®® While this was attributed to poor French military strategy and the deep
political divisions within the Third Republic, the film also exposed the degree of popular support
enjoyed by Marshall Pétain. This was reflected in the large numbers of French volunteers who were
recruited to fight Communism both at the front and in the German armaments factories, as well as in
the anti-British and anti-Semitic sentiments held by many — and not exclusively Vichy politicians — in
France. Although what the documentary film portrayed was not dissimilar from what some French

63 Kindleberger (1971). Milward’s views on the liberal theory of war were also introduced in his pamphlet on the economic
effects of the two world wars on the British economy, see Milward (1970b).
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authors had already published in the 1960s, as with many of the accounts of the history of France in
the period from June 1940 to August 1944, particularly if produced by foreigners, it was subject to the
policy of a selective combination of memory and amnesia, a sort of ‘Vichy syndrome’."”

The New Order and the French Economy, which was published a few months after the release of
the film, received few reviews in France and was not translated into French.”™ As a result it was neither
debated nor perhaps read. If Alan Milward had shown that the conquest of France was profitable to the
Third Reich and that there was extensive voluntary cooperation between many French businesses and
officials with the occupying forces, his overall conclusion to the question of whether the New Order in
France could have proved viable was that it was the behavior of labor during the occupation which
diminished the importance to Germany of the acquisition of France:

The study of individual industries and the relative failure of German policies of exploitation suggests that
that failure was due not only to the contradictions of German policy but also to the falling rates of labour
productivity in the French economy. It is the behaviour of the French labour force during the war, and,
indeed, the whole history of the French resistance movement, which assert that the economics of conquest
cannot wholly be calculated in terms of cash.”

Indeed, Alan Milward was one of the first to make the distinction between the Resistance movement,
which he did not consider had made a significant contribution to the outcome of the war, except in a
few isolated cases, and the passive resistance of French labor which led to the general decline in
French productivity particularly in 1944.” This distinction is one among many now accepted by
historians who refer to ‘passive resistance’ as dissent to distinguish it more clearly from ‘Resistance’
as a political movement.”* In using the term ‘resistance’ to apply to both dissent and organized
opposition, Alan Milward left himself open to considerable criticism. Kindleberger was quick to
challenge him for sidelining the role of the resistance: ‘How much was the German eventual military
defeat’ — he asked Alan Milward — ‘a result of invasion on the one hand, or the impossibility of
holding down a conquered people on the other?’” Another reviewer was frustrated because Alan
Milward did not investigate ‘the cost of conquest and the far greater cost of subjugation’ with as much
emphasis and energy as he ‘applied to the calculation of [conquest’s] benefit.”"

What Alan Milward sought to assess in his hard-headed treatment of the contribution of the
resistance to the defeat of Germany was the military value of the resistance. He had an opportunity to
debate the issue with the recipient of one of the highest military honors which the French state could
give, the Croix de Guerre, bestowed on the historian Michael R.D. Foot, Professor of Modern History
in the University of Manchester, for his activities in the Special Operations Executive (SOE) in France
in 1944. Since Foot had subsequently written extensively about the positive role played by the
Resistance during the Second World War Alan Milward suggested to him that

[tlhe wealth of historical study on the resistance movement in all countries, including Germany, has
usually tended to dodge the issue of whether or not resistance was effective. That resistance was
widespread, brave and well organized has been demonstrated over and over again. [...] of course there
must come a point where resistance is the only conceivable strategy and the obvious example is that of a
state or community, such as Poland or the Jews in 1939, face to face with virtual annihilation [but] does it
necessarily follow that such resistance will have any strategic value however inevitable it may be?"
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And he went on to argue:

The choice of resistance both as a tactic and a strategy, except in the extreme example of the threat of
annihilation, is also a decision against other tactics and strategies. The correctness of the choice can be
judged by, in the widest sense, its opportunity-cost; resources invested in resistance could always be
deployed in a different way. But in this case the calculation of opportunity—cost must be more than a
merely financial one. It must involve as far as possible all the factors including the psychological and
social ones which go into the choice of a correct strategy. The history of the Second World War illustrates
this excellently. There were in fact very few situations in those years when resistance was the correct
strategy if the choice is assessed on economic grounds; in almost every case the resources could have
been better invested elsewhere. But the social and psychological value of resistance was so strong as to
make its choice sometimes the correct one.”

He gave two examples where resistance had clearly made a difference. The first was in sabotaging the
mining of wolfram in France and the second was the attack on the heavy water plant in southern
Norway. Both acts of resistance, he asserted, struck in areas of strategic importance and short supply
for Germany. But his general conclusion was that ‘as an individual act resistance was liberating,
satisfying and necessary; on a coordinated level it seems to have been seldom effective, sometimes
stultifying, frequently dangerous, and almost always too costly.””® By 1986, as Francois Bédarida
made it clear in summarizing what he saw to be the core of the Foot-Milward controversy, Alan
Milward’s efforts to distinguish between economic, political, and military factors in order to clarify
why Nazi Germany had been defeated had not been appreciated in France:

On an economic level, A. Milward believes that neither the German war machine nor the wartime strategy
were seriously affected by the, albeit very costly, opposition of resistance organizations, except in the case
of some very specific and timely operations. In fact, to reduce the effectiveness of the resistance solely to
its military dimension is to completely misunderstand the very nature of the Second World War. In a
conflict in which the psychological, ideological, and political factors are closely intertwined with the
military and strategic factors, the confrontation between the Allies and the Axis must be analyzed in its
entirety, without artificially compartmentalizing the various elements. If no one can deny that it was the
defeat on the Eastern and Western battlefields that caused the collapse of Nazi Germany and its allies and
that on their forces alone the clandestine movement would have been quite incapable of destroying the
war potential of the enemy, such evidence can not devalue either the actual results of resistance action or
the effectiveness of its contribution to the defeat of the Axis.*

In the years following the publication of The New Order and the French Economy a considerable
amount of research was published which proved conclusively that the Vichy state officially
collaborated with Nazi Germany, but the focus was almost entirely on the political aspects of that
collaboration. According to the well-known business historian from the Ecole des hautes études en
sciences sociales in Paris, Patrick Fridenson, the ‘considerable gap in historical research’ between the
politics and economics of the Vichy period is mainly due to ‘the feeling that this shameful moment in
French contemporary history did not deserve research which would necessarily undermine French
prestige.”® Outside France the most recent research carried out by a team of neoclassical economic
historians into the German occupation of France has confirmed Alan Milward’s conclusions that the
occupation was of considerable importance to Germany economically. What Filippo Occhino, Kim
Oosterlinck, and Eugene N. White argue is that the extent to which conquest can be made to pay
depends on the degree of cooperation from the defeated country. France, they reaffirm, collaborated
willingly, offering much more to Nazi Germany than was required, in the belief that a German-
dominated Europe was preferable to one dominated by Great Britain. ‘The economic support of the
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Reich’s vassal states was crucial’, they argue, on account of Germany’s severe shortage of foreign
exchange reserves to pay for vital imports of raw materials and labor shortage.®? However, while they
confirmed Alan Milward’s argument that the economic value of the occupation of France to Nazi
Germany was very considerable, they stopped short of agreeing with his conclusion that ultimately the
occupation could not have been sustained because of the falling rates of labor productivity in French
industry and agriculture when the policies of occupation changed.

4. The Fascist Economy in Norway (1972)

If the Nazi occupation of France was ultimately unsustainable because of the actions of French labor,
was the occupation of Norway, a country which the Nazis felt was racially closer than France, any
more successful, he asked. The Fascist Economy in Norway, published in 1972 and based mainly on
the archives of the Economic Department of the Reichskommissariat — the highest governing body of
the Third Reich in Norway —, as well as on those of the German Ministry of War Production which he
had already consulted in London, in addition to many other sources, addressed that question.** One
immediate consequence of his research was that the archives relating to the German occupation of
Norway were moved from London to Oslo.

But once again, as in the case of his previous book on France, the reception of The Fascist
Economy in Norway was mixed. While reviewers were ready in general to praise the author’s capacity
to illuminate the actual operation of the economy of occupied Norway, they were reluctant to engage
with his wider discussion of the nature of National Socialism. According to many, Alan Milward
should have limited himself to detailing the facts, rather than elaborating on the theories supposedly
underpinning them. ‘The word Fascist in the title is misleading’, wrote one reviewer, since what Alan
Milward detailed was ‘the story of the Norwegian war economy, 1940-45, mainly as it served or
(increasingly) failed to serve German needs.”® A French reviewer, Pierre Mougenot, commented that
‘we feel uncomfortable because we would have preferred the term “Nazi” to “fascist” [...] we would
have liked to see the book entitled The Nazi Economy in Norway.’® Michael F. Cullis struck the same
note, regretting that Alan Milward had used the term ‘fascist’ in the title, rather than opting for
something along the lines of ‘The New Order and the Norwegian economy’. He even suggested that
Alan Milward’s insistence ‘point[s] to an underlying polemical, even ideological, purpose that is never
made explicit’ %

Alan Milward was in fact quite explicit in his argument that in Nazi Germany economics could
not be separated from the political and ideological nature of the regime, just as the political nature of
the regime could not be understood without recognizing the nature of the economic problems which it
faced. The term ‘fascist’ in the title was deliberately chosen to emphasize that in his view National
Socialism, although it was the product of a long history of social tensions in Germany, was not
something unique to Germany. Since it had parallels elsewhere in Europe he considered that it was
fundamentally a form of fascism and needed to be understood as such. In the Preface to The New
Order and the French Economy he had already stated that as he saw it,

fascism was no cancer in the body politic but a normal stage in the historical and economic development
of Europe, and that it cannot be ultimately comprehended on a merely political level. Its form of economic
expression and its form of political expression cannot be meaningfully separated, the final end of both was
the New Order.?’
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The reorganization of the European economy into the New Order, on which ultimate safety for the
National Socialist revolution depended, could only be imposed through force. The purpose of war,
Milward insisted, and the purpose of the Nazi exploitation of European economies, was to fit them
into the broader framework of the European economy based on fascist ideology.

Alan Milward’s argument in The Fascist Economy in Norway is straightforward. Even though
Norway may have seemed better suited on racial grounds to be incorporated into the Nazi New Order
this was misleading. Because it was, ‘of all occupied economies, the most open and the most
dependent on international factor mobility’ it was in fact ‘the least suited to incorporation in the fascist
system.”® The invasion of Norway on 9 April 1940 was prompted by certain strategic needs,
particularly to assure the inflow of iron-ore supplies from Sweden during the winter months and to
prevent the Royal Navy from finding safe havens along the Norwegian coast.* But once the country
had been occupied it had to be administered. The ultimate intention of German occupation policy was
to exploit the country in Germany’s interests and at the same time to force, ‘in the name of the fascist
revolution’, its future pattern of economic growth to fit the needs of the Grossraumwirtschaft.*® This
was also the intention of some fascist theorists, chief among them the Reichskommissar Josef
Terboven, who tried to impose fascist ideology on the Norwegian economy and society. One original
feature of Alan Milward’s book is the striking contrast between the theoretical place reserved for
Norway in a future New European Order and the reality imposed by the needs of the war, particularly
after 1941.

The evidence which he put forward was to prove the far-reaching nature of German planning for
the economic and social restructuring of the Norwegian economy. The expansion of agriculture and
fisheries and the development of Norway as a producer of raw materials and basic metals benefiting
from cheap hydro-electricity were designed to retain population in the primary sector as well as
provide food and crucial raw materials to the German population (and the European population in the
longer term). This was to be accomplished, if necessary, at the expense of industrial expansion. The
overriding aim was for Norway to become a primary producer with its industrial development wholly
subordinated to German needs. It is within this framework that German plans for the industrialization
of Norway are presented in the book. According to Alan Milward,

the evidence from German policy in Norway confirmed that the New Order was an attempt to force a
particular philosophico-economic view of the world on to [Norway] as on to other European countries.
That view of the world was anti-materialistic, antagonistic to economic growth, concerned with the
creationglof a society which would be stable enough to resist the hitherto relentless pressures of social
change.

He exposed the tensions between the interests of German businesses and those of the Nazi state and
between German and Norwegian business interests. In line with his previous work on the German
economy during the war and the occupation of France, he also showed that whatever original plans the
Nazis may have had in occupying Norway, they had to change them due to the circumstances of the
war and the experience of occupation. In fact, The Fascist Economy in Norway is ‘a close and detailed
analysis of what the Germans planned and what they actually did with their Norwegian conquest after
1940.”% The revolutionary National Socialists in the spirit of the New Order were more concerned
with social engineering, with an emphasis on (the much idealized) Norwegian peasantry (and
fishermen) and with a more limited emphasis on industrial expansion under German control. They
soon met with insurmountable obstacles in trying to retain these ideological priorities. As in France,
labor productivity was the main problem. In the case of Norway, the labor demands that the
Wehrmacht requested for communication and defense construction diverted manpower from the
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primary sector and provided little room for social experimentation. From the winter of 1941-1942,
with the end of the Blitzkrieg strategy, as elsewhere in occupied Europe, the Germans gave priority to
the needs of a war of attrition against the materially much stronger Allies. ‘[A]fter the collapse of such
strategy’, as Alan Milward had already established in the case of France, ‘the New Order could only
be built by mobilizing the occupied economies [...] in such a way as to change the shape of the New
Order itself.”%

The study of the Norwegian aluminum industry revealed the gap between Nazi plans and the
political and economic conditions in Norway. In view of the need to develop and expand the German
air force, immediate Nazi plans assigned to Norway an output target of 250,000 tons of aluminum
when its actual production had been no more than 31,000 tons in 1939. The Nazi aim of making
Norway a major European producer of aluminum was not shared by the German aluminum and other
light metal firms who feared future Norwegian competition in view of the size of the planned
investment. Nor was it shared by the Wehrmacht, which wanted immediate results even at the cost of
depriving the Luftwaffe of its increased supplies of Norwegian aluminum in the future, nor by the
Norwegian government which had its own economic demands.

It was the lack of attention which Alan Milward paid to the interests of the Norwegian firms
themselves which was the main point of criticism of one reviewer: ‘[The Fascist Economy in Norway]
shows only the occupying power’s policy, not that of the occupied state.”* Certainly, if judging by its
title some readers might have been disappointed by the relatively short analysis of the Norwegian
corporate state and business. As Helge Pharo commented, Alan Milward’s research on Norway
‘should be able to provide the starting point for further detailed studies of German economic policy in
Norway, and also for studies of the Norwegian business relations with Germany during the war, a
heretofore neglected field of research.”® Norwegian scholars have focused in particular on the
expansion of Norwegian aluminum production.® They show how the Norwegian firms themselves
welcomed the opportunity to expand aluminum output. Using Norwegian records to which Alan
Milward did not have access forty years ago, they can document the willingness of Norwegian firms to
exploit the opportunity which the Nazi plans seemingly offered them, an opportunity which included
protecting themselves against any future competition in the sector.

Ultimately, as Alan Milward showed, the Nazi occupation of Norway failed since Norway
produced few commodities that were of value to Germany and had been too integrated into the
international economy to survive in a German-directed European economy. He maintained that
‘[t]here were only two possible ways of carrying out such an enormous project as the aluminium plan.
One was to do it with the full and free consent of the conquered territory, the other to do it by ruthless
and total subjection of it.”®’ The peculiar situation of Norway, occupied but ruled by its own fascists
who very much depended upon their German counterparts while at the same time disagreeing with
them, allowed for neither option.

Notwithstanding the failure of Nazi planning to make Norway contribute to German needs in the
long term, it is evident that Norway had to pay a high price for meeting the German wartime needs in
the short term:

The German exploitation of occupied Norway, like that of occupied France, was successful to a degree
which most western economists would have denied was possible. The level of exploitation in each case
was very similar and in each case very high. The standard of living of the occupied country was
drastically reduced and its resources, capital, land, and labour were all ruthlessly diverted to German use.
Seen in this light, German policy in Norway was a remarkable example of how far such policies can be
carried out.*®
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German plans for Norway’s future represented for Alan Milward the evidence which testified that the
New Order was ‘more than windy rhetoric’.”® The problem which he faced and for which he was
criticized by reviewers was that because the New Order never became a reality his research attributed
to the German occupation policy a degree of rationality which was greater than seemed to be merited
by a policy characterized by local improvisation.’®® Notwithstanding the seriousness of the purpose
that Nazi planners pursued in France and Norway, the conclusion of Alan Milward’s research into the
occupation of Norway was that ‘[t]here was very little in fascist economic policy in Norway which
offered much chance of converting the population to support for the fascist regime’.101

At the time economic historians showed little interest in the issues raised by Alan Milward’s
work on the Nazi occupation policies. This may be due in part to the fact that it was many years before
economic historians became interested in the study of war at all (abnormal periods of economic
activity). Economic history as a discipline, beginning in the United States in the 1960s, was
increasingly moving in the direction of cliometrics. With the expansion of what was then called the
‘New Economic History’, economic historians became increasingly interested in applying econometric
techniques to the wealth of new economic data covering long time periods which was being generated.
Their exclusive dependence on neoclassical economic theory to explain historical change left little
room for the study of a period in recent history when neoclassical theory was of little use.’” In Britain
and continental Europe where the New Economic History was slower to develop, historians focused
on the politics of war and occupation but showed little appetite for following what was seen to be the
politically dangerous path opened up by Alan Milward of assessing the occupation of Europe in the
economic and ideological terms defined by the Nazis.

5. The Economic Effects of the World Wars on Britain (1970)

Alan Milward started his career as an economic historian in Britain at a time when the subject, along
with all the social sciences, was expanding. In fact in the boom years of the 1960s the British
government decided to invest in building six new universities. It was in one of these new universities,
the University of East Anglia (UEA) that he sought to advance his academic career. Within a few
months of arriving in 1965, however, he received an invitation from Stanford University to spend the
1966-1967 academic year in the Economics Department there. On returning to UEA, he was happy to
accept an offer from Stanford to become a tenured associate professor of economics starting in 1969.
While he was at UEA and working on The New Order and the French Economy he received an
invitation from his former colleague in Edinburgh University, Professor Michael W. Flinn, to write a
pamphlet on the effects of the two world wars on the British economy. This was to be part of a new
series which The Economic History Society was publishing to present the results of the ever-
expanding research in the subject in an accessible form. The invitation provided Alan Milward with an
opportunity to think about the impact of war from the perspective of a victor in both world wars. The
short pamphlet, published in 1970 with the title The Economic Effects of the World Wars on Britain,
was the first time that he focused his writing on the British economy.'® Despite the fact that the aim of
the initiative was to provide ‘a balanced summary rather than an exposition of the author’s own
viewpoint’, many of the issues raised in this short pamphlet (only 42 pages long) provide us with an
understanding of Alan Milward’s personal approach to the history of twentieth century Europe: ‘“What
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changes in the economy have historians and economists laid to the account of the two world wars?
And what changes may justly so be laid?”**

With the argument that the system of state control or intervention in the economy in Britain had
already been dealt with adequately for both wars, he was to focus on the long-term changes produced
by the two wars on Britain. This justification fitted well with his own interpretation that it was the
long-term changes generated during the two wars which were the more significant. His conclusion was
that the large scale transformations which the world wars produced on Britain, and particularly on the
international framework in which the national economy was to operate after both wars, could not be
properly assessed by focusing only on the ‘cost’ of war.

The starting point of Alan Milward’s analysis was the liberal theory of war. To those who had
read The German Economy at War and The New Order and the French Economy this was familiar
territory. As he explained, the liberal theory of war, the child of the Enlightenment, saw war as ‘an
almost unmitigated disaster’ and as ‘a loss to the economy, of cash, of production, of capital and of
people’ the consequences of which were not limited to the duration of the war but also impacted years
later in terms of depression or the late adjustment to the inflationary tensions inevitably produced by
war-time financing, as in 1920.'® That the theory was also seen to have a moral dimension was
illustrated by him in quoting the budget speech made by the then Chancellor of the Exchequer,
William Gladstone, in the British House of Commons on the eve of the Crimean War: ‘The expenses
of a war are the moral check which it has pleased the Almighty to impose upon the ambition and the
lust of conquest that are inherent in so many nations’. This, however, as Alan Milward with his
customary irony pointed out, ‘did not absolve the public from the duty to suffer the same moral
chastisement when resisting an aggressor.”*® Leaving conventional morality aside, the challenge for
those upholding the liberal theory of war was to measure the extent of the loss in terms of output,
people, cash, and capital caused by the war and ultimately to make the vanquished pay for the cost of
the war.

The most difficult calculation for the cost of war was to fix a financial figure to the millions of
people killed and maimed in war, in other words to the ‘human capital’ lost. This was a debate which
after the Second World War, because of the holocaust of the Jews, could not be confined within the
boundaries of rational accounting since it turned out to be considered, essentially, a moral dilemma.
How could anyone dare, Wieland had already asked Milward, to measure the costs of the war in terms
of human beings?'”” As Alan Milward explained, it was a French actuary, Alfred Barriol, who, on the
eve of the First World War, had devised a method of calculating the cost of war which came to be
adopted in the final reckoning after that war. Barriol had quite dispassionately worked out the different
value of a dead soldier from many countries basing the differences on the cost of his education and
training as well as his future productive capacity. ‘The differences in value’, Alan Milward explained,
‘represent roughly the differences in the level of economic development of the countries concerned,
the general conclusion being that the effect of war on a highly developed country such as Britain was
likely to be much more serious than on an under-developed country.”*® Although Barriol’s
methodology was adopted after the First World War in Britain and elsewhere, it was found to be
flawed in so far as it ignored the very wide differences in class which existed in the British armed
forces and which made all the assumptions about average cost of education, training, life expectancy,
future employment, and productive capacity quite suspect. Also, the wide changes in purchasing
power and in the relative prices of the different currencies, apart from the very concept of ‘war
expenditure’ in budgetary terms, made it very difficult to calculate the exact cost of a war. But it was
not only an academic problem since the demands for reparations from Germany after the First World
War, which were to have such disastrous consequences for Germany and the rest of the world, rested
on making just such a calculation.
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In Britain, it was not the total cost of the war but the differential impact of the wars on the
British economy and society which, Alan Milward observed, was to dominate academic debate.'® By
measuring the impact of the wars on different industries and on different groups in society, war was
not seen only as a loss but, in certain cases, as producing some gains:

Indeed the events of the First World War, more than anything else, dealt a death-blow to the classical
liberal tradition. The introduction of conscription, the full-time employment of a large part of the
population that had not previously experienced regular employment, the beginnings of aerial bomb attacks
on civilians, the Allied blockade and Germany’s unrestricted submarine warfare directly involved a far
larger proportion of the population in the war than in other modern wars. In this light, the liberal
interpretation seemed insufficiently comprehensive to explain satisfactorily the impact of war on the
economy. War was not only a loss, it was also a force for change, change which in some cases might be
construed as gain.'*°

He was to contrast how war was perceived and interpreted in Britain with the United States in this
respect. Whereas in Britain, after the First World War, social scientists began to show a greater
concern with groups and with society as a whole than with individuals, and social thought moved
away from ‘mechanical accounting’ to ‘less strictly defined aspects of the human condition’, in the
United States, the prevailing view as late as 1940 was to consider the main effect of war to be ‘its
tendency to promote economic instability and to produce either a downturn in the trade cycle or a
severe crisis outside the normal oscillations of that cycle.”*** Some credit for the change in British
perceptions of war was, he suggested, due to the careful statistical analysis of the economist Arthur L.
Bowley whose work on the effects of the First World War ‘are a fine example of the superiority of
research over opinion.”™? It was this belief in the overwhelming value of research which underpinned
Alan Milward’s unflagging commitment to it and his contempt for opinion which was not backed up
by research. Bowley was interested in measuring the effect of the First World War on income
distribution and savings and identified three trends in particular: the tendency of the war to eliminate
‘remediable poverty’, to diminish ‘excessive wealth’, and to lead to ‘a more equal distribution of
incomes’. ‘Wise words’, said Alan Milward, but he felt that

Bowley made little of one force which has since received much attention, which was certainly present
during the First and Second World Wars, and which operated in such a way as to cause a permanent
change in the structure of jobs within the factory and thus in the structure of the wage pattern. This force
was the tendency of certain industries to move to a much higher level of productivity than in
peacetime.'

Not only did the two wars stimulate scientific and technological discovery and lead to the
development of new industries, such as the whole of the aircraft industry which had scarcely existed in
1914, but the pressure of producing on a much greater scale than in peacetime ‘led to new methods of
doing old jobs, new methods of factory layout, new methods of management and more intensive
mechanisation.”*** It led to unskilled workers and women replacing skilled and semi-skilled workers.
Women, he concluded, became a new industrial proletariat.**

If Alan Milward drew on the work of economists to measure changes in the British economy
caused by the wars, he looked to sociologists, Stanislaw Andrzejewski and Richard M. Titmuss in
particular, to explain the major changes in British society.''® Here the debate focused on whether the
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two wars had drawn British society closer together, creating a new degree of social unity which found
its expression in the establishment of the welfare state after the Second World War, or whether
different groups participated in the war effort to varying degrees and therefore had different amounts
of influence over policy after the war. Titmuss, for example, argued that the provision of social
welfare for all, as opposed to the restriction of provision to specific groups such as widows or orphans,
was a direct consequence of both the greater needs of the state in the Second World War and the
democratic effect of war on society. If the population as a whole shared the war suffering — ‘[t]he
bomber did not discriminate’ among particular groups or classes —, the population as a whole should
benefit after the war from a more democratic and cohesive society.™*” This was a view to which the
social historian Arthur Marwick subscribed. For Marwick the two world wars had created greater
homogeneity between social classes in Britain, a trend which was reinforced by technological
developments in methods of communication, such as the motor car and public broadcasting in the
interwar period, all of which tended to draw society together.*® On the other hand Andrzejewski
emphasized the differential impact of war on society. In his Military Organisation and Society he
developed the idea of a ‘military participation ratio’ based on the theory that there was some specific
connection between the number of people required to fight in a war and the degree of social welfare
provided by the State."*

These views did not go unopposed. Philip Abrams, for instance, argued that the ‘military
participation ratio’ did not imply any automatism in social change: any social group involved in the
war would have to make sure to force upon policy-makers its demands for change and reform.® In
line with Abrams, Alan Milward’s own view was that certain groups whose services became much
more important in war were able to use this opportunity to improve their position more rapidly than it
had been improving in peacetime and to retain their advantages in the long run after the wars. The
change in the position of the farming sector was one such example. In general he felt that both Titmuss
and Marwick exaggerated the extent of social unity produced by the wars, citing as evidence the fact
that ‘it was during, not after [the Second World War], that the practice of rearranging financial affairs
s0 as to pay as little as possible of the tax burden developed on a large scale.”**!

However what struck him most forcefully was that the social and economic effects of both wars
on Britain were not very great, and were certainly not on the scale of the changes experienced in other
European countries. Indeed he went even further and argued that it was only by recognizing the nature
of the changes which the world wars had produced outside Britain that the impact of the wars on
Britain could best be understood. The international indebtedness that Britain suffered as a consequence
of the foreign loans which it received to finance its war efforts both in 1914-1918 and 1939-1945
produced more far-reaching consequences than any of the internal changes that the world wars had
produced on Britain. It changed the relationship between Britain and the rest of the world, including
the United States and India, as much as it disrupted the central role played by Britain in the
international economy since the mid-nineteenth century. The readiness to impose import-controls
during the Second World War and, most particularly, to retain them long after the end of military
hostilities ‘reflected as much as anything else the greatly changed position of Britain in the
international economy’ that had occurred since 1914.'* Perhaps the most drastic effect on Britain of
the two world wars was that Britain changed from being a structural creditor on a vast scale to being a
structural debtor on the same scale. ‘The consequences of Britain’s international indebtedness were
much more far-reaching than those of the domestic indebtedness which [some authors] bemoaned.”**®
In 1970, Alan Milward asked rhetorically:
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Were not the effects of the world wars on the international economy more serious for the British domestic
economy than their effects on the purely domestic scene? There has been very little historical discussion
of this question. The explanation might lie in the still rather parochial nature of economic history studies
in this country, or in the fact that many of the contributions to the debate here considered have been made
from the sidelines by scholars pursuing some other discipline. The unfortunate result is that this particular
aspect can be treated only very briefly in this pamphlet, but the size of its treatment should not be taken as
an indication of its importance.***

The changes, outside Britain, which he considered to have been the most significant were that:

[t]he world of the gold standard could never be restored after 1918. The immense distortion of currency
relationships, of which the British inflation was but a pale reflection, the movement away from liberalism
in international trade and domestic policy, of which the similar movement in Britain was also but a pale
reflection, the creation of numerous small states with high tariffs, especially in Europe, all led to the
emergence of a new and less satisfactory pattern of trade and an inadequate system of international
economic arrangements. [...] The ultimate result was the emergence of an absolutely anti-liberal
economic creed in certain trading countries, Fascism, which led them to accept the final and most drastic
implications of the difficulties in international trade caused by the First World War and its economically
disastrous peace treaties and to deny any relationship between economic growth and trade. The Second
World War was a war against this particular political, social and economic ideology, and one of its major
results was that the victors established a set of quasi-liberal international economic institutions whose
purpose was to bring order out of the supposed international chaos of the inter-war period by re-
establishing an acceptable system of international trade and payments.125

It was an understanding of the changes to the international economy resulting from both world wars,
but particularly the Second World War, which was to capture his intellectual energy for many years.
But it was to share space with another line of enquiry: how to explain the nature and causes of the
economic development experienced by most continental European countries in the nineteenth century.
Here again the influence of a former colleague from Edinburgh University, the economic historian S.
Berrick Saul, is evident.

6. An Economic History of Continental Europe 1780-1914 (1973-1977)

It was while they were both teaching economic history at Edinburgh University that Berrick Saul, as a
professor, and Alan Milward, eleven years his junior as a lecturer, were quite independently
disappointed with the available textbooks. At that time all the books written in English about the
economic development of continental Europe in the nineteenth century, of which there were few, were
based either implicitly or explicitly on a comparison with the experience of either Britain or the United
States.'”® And all, whether they were based on neo-classical or Marxist theory, saw nineteenth-century
capitalist development as a global phenomenon. Skeptical of the explanatory value of emphasizing the
similarities rather than the differences in the nature of economic development, Milward and Saul set
out together to write a text book which would analyze the nature of the European experience by
focusing on each individual economy.

The result of their collaborative effort was the publication of two voluminous studies of the
‘long’ nineteenth-century development of the European economies.”®’ The two volumes could and
should be taken as a two-volume textbook on economic development in continental Europe covering
the period from 1780 to 1914. The purpose of what was unanimously recognized as a daunting task
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was twofold: firstly, to set down a factual account of the process of economic development in those
economies, about which so little then was known, and secondly, on the basis of those facts, to see
whether there were common economic and social patterns in the European development process. It
was, therefore, not until the last chapter of the second volume that they drew their general conclusions
about the nature of growth and development. The fact that the second volume was published four
years after the first (due to editorial problems linked to the actual size of what was expected to be a
one-volume textbook for students) meant that the readers of the first volume, The Economic
Development of Continental Europe 1780-1870, were obliged to draw their own conclusions. Indeed,
as Professor Saul confirms, this was, exactly their intention. Although the book was written entirely
for students, it was to reach wider audiences, which included economists and many future
representatives of the New Economic History for whom an underlying theory was seen as essential for
explaining the evidence drawn from history. Since Milward and Saul deliberately avoided any such
theoretical statement, they were left open to the sort of criticism leveled by Douglass C. North, the
Nobel Prize winning economist, who complained about ‘the vast sea of facts and figures only loosely
organized in [a not] explicit framework.”*?®

The explicit emphasis of their research was on the impact on European societies of the great
changes taking place in national economies throughout the nineteenth century. Convinced that
economic development constituted ‘the very basis of change in modern society’, they set out to
measure the increase in the factors of production and their deployment in a more productive way,
which produced sustained increases in income, output, and welfare."®® Subscribing to no particular
model of economic development, they wrote

[w]e have deliberately used no single model of analysis because it was obvious to us that the variety of
experience was so vast that to attempt to place the process of European development within a single
framework would involve an unacceptable distortion and simplification of historical reality. 130

The existing models of economic development — such as those of Marx, Lenin, and particularly
Rostow and Gerschenkron — were seen to be relevant but inadequate for the task to which they were
committed. In their view, there was no model of European economic development in existence which
actually matched the rich and varied reality of the European experience. What they concluded was that
each country followed its own unique path to development based not only on its particular endowment
of natural resources but more importantly on its social and institutional structures which, they argued,
determined a country’s degree of receptiveness to change, including technological change:

It is indeed the basic tenet of our work that processes of development would vary more widely in
accordance with national historical backgrounds than with anything else. Countries with different
structures, in different geographical circumstances, with different timing of change, were bound to have
different patterns of development. It is for this reason above all that we have paid scant regard to the thesis
of the so-called globalité, or unity, of European development. The fact that natural resources such as
coalfields and forests spanned political frontiers gave an international dimension to the growth experience,
but the differences were far more important than the similarities. Indeed, it might well be argued that
eighteenth-century society was more pan-European than it was in the nineteenth.**!

In their view, the almost exclusive emphasis of many economic historians on the role of
industrialization in economic development did not fully explain the major changes which had taken
place in European economies and societies as a whole since the late eighteenth century.'* Their
insistence on the importance of understanding the social, political, and institutional context in which
economic changes were taking place was to distance them increasingly from the direction in which
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economic history as a discipline was moving from the 1960s onwards. Located in departments of
economics in the United States, the New Economic History was using the tools and techniques of
economics rather than those of history to explain the past. For Milward and Saul, quantitative data
should both illuminate and be explained by the social, political, and cultural context of each single
historical experience. In other words, as Rostow himself expressed it, ‘the authors belong to [an]
intellectual tradition [...] which, while using quantitative data, emphasizes the uniqueness of the
historical cases in their political, social, geographic, and institutional settings.”*®

In Alan Milward’s view data compilation and quantitative sophistication should not be a
substitute for socio-political explanations but should be placed within the framework of such
explanations. His dissatisfaction with developments in the discipline of economic history was already
apparent while he was at Stanford University, which he shared with his co-author Saul who was
visiting on a one-year Ford fellowship. As Alan Milward prepared to leave Stanford and the United
States in 1971 to fill a new chair in European Studies at UMIST, he set out his views in a long letter to
the Director of the Center for International Studies:

At the present moment economic history in the United States is undergoing a minor resurgence in the
form of ‘The New Economic History’. This essentially consists in applying econometric methods to
historical problems. [...] Its proponents sometimes tend to claim that it supersedes previous methods of
teaching and research (a rather unsatisfactory attitude for historians). This is not at all the case, it is
simply one more valuable research weapon amongst many in the economic historian’s armory.
Unfortunately it is a weapon which is particularly pleasing to departments ‘training’ professional
economists. The development of the ‘New Economic History’ can only improve the quality of research in
the subject. But if the object of teaching economic history is to broaden the knowledge and outlook of
students (particularly students of economics who are in some ways dreadfully ignorant) ‘The New
Economic History’, however pleasing it may be to economics departments, is not especially satisfactory.
Similarly, if high quality research in economic history is to be produced it will not be produced by a
concentration on these ‘new’ methods alone, especially if the graduate students who undertake it have
previously only had the very narrow education which economics graduates receive. [...] The teaching of
economic history is bound to prosper where economists become more interested in problems of the real
world rather than their own mental world."**

Notwithstanding Milward’s own views about the New Economic History revolution, one of its
protagonists — as co-editor with Douglass North of The Journal of Economic History in the early
1960s and future president of both The Economic History Association and The Agricultural History
Association in the 1970s —, Professor William N. Parker, saw great merit in the Milward-Saul
enterprise: ‘Others have talked about comparative economic histories; they have written them. Others
have promised to link the new income and output data to the literary accounts; they have provided the
integration. [...] Surely economic historians should not complain.’**® This was no little compliment
coming from one of the chief pioneers of the systematic use of quantitative data and statistical
methods; Parker shared with Milward, and Saul a view of the purpose of the new gquantitative
approach in economic history.**

The choice of the year 1780 as the starting point of Milward and Saul’s economic history may
have been ‘an arbitrary one’, but it served to describe European society and its modes of production
before the French revolution.®" The first chapter of the eighteen-chapter two-volume work is an
analysis of the kind of European society — the ancien régime or the old regime — that was about to be
subject to a profound change due to the French Revolution. But 1780 was also considered at the time
to be the starting-point for another revolutionary process, the Industrial Revolution, which marked a
turning-point in European economic and social history. ‘The coincidence in time’ between the
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economic, social, and political changes spreading from both revolutionary events ‘finally persuaded’
them to begin their analysis on the eve of both.**®®

If their main objective was to explain the process of change, the distinctive feature of their
interpretation was to stress that change was a gradual and not a sudden revolutionary process, that it
was not limited to one sector of the economy, as the term ‘industrial revolution’ used to describe the
changes taking place in England implied, and that each country had to find its own path to change and
development. What they concluded was that there could be no economic development without a prior
or concurrent change in the agricultural sector, however slow, and conversely that ‘the simple pressure
of industrial development was never of itself enough to force significant change upon agrarian
society.”**® Their reduced emphasis on the industrial character of ‘industrial revolutions’, which they
compensated for with a greater insistence on the significance of growing efficiency in agriculture and
service activity, was convincing to many scholars.*

Milward and Saul saw the continental ‘industrial revolutions’ more as a long-term process of
change toward economic activities involving higher productivity than sudden, abrupt, revolutionary
phenomena. The speed with which this new form of economic activity was established in different
European countries was seen to depend on their ability to respond to the forces of change and their
willingness to meet the associated social costs. Social rather than technological factors ultimately
determined the rate of growth in the eighteenth and nineteenth centuries. The scholarly approach of
Milward and Saul owed little to the entrepreneurial approach of Joseph Schumpeter:

The historical evidence presented here [...] strongly suggests that in explaining European economic
development much more emphasis should be given to the role of demand. The role of inventiveness and
of the heroic entrepreneur [...] was of little importance compared to the development of the market. [...]
[T]he evidence suggests that differences in demand were more important in determining the nature and
the complex pattern of European economic development than differences in supply.141

A second distinctive feature of their work was their interest in the interaction of politics with
economics. As they wrote

[i]t is often argued that the most powerful dissolvent of the eighteenth-century economic structure was the
tremendous social change which accompanied industrialisation. [...] Such an argument would suggest that
it was the events of the industrial revolution in Britain which changed the structure of eighteenth-century
European society by making industrialisation necessary.142

Such an argument, they complained, represented ‘a dreadful simplification of history.” Many countries
resisted adopting the new technologies simply because ‘their societies were incapable of assimilating
such changes.’ In their view ‘[a] much more powerful dissolvent of the society of the old régime was
the series of political events in France between 1789 and 1815, the French Revolution, the counter-
revolution and the reign, both as king and emperor, of Napoleon Bonaparte.” Even if the French
Revolution ‘did nothing to change the economic base of society [...] it did create a society in which
such economic changes were much easier.”*** Milward and Saul show this in their detailed analysis of
France, of those countries which shared the French experience of industrialization (Germany, Italy,
and Switzerland), as well as of those which combined industrial change with the institutional changes
brought about during their occupation in the Napoleonic era. But what they showed was that whatever
changes Napoleon imposed on continental Europe they were reversed after 1815. This led them to the
further conclusion that change could not be imposed upon countries from outside either through force
or by applying foreign institutions, laws, or models.
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The ‘continental system’ erected in 1806, after Napoleon’s conquest of Prussia was meant to
become a protective system for French industry which would encompass most of the continental
European market. ‘It was partly an automatic response to the loss of the colonial trade in wartime,’
Milward and Saul wrote, ‘partly a policy of economic warfare against Britain and partly a plan for the
development and encouragement of French industry. [...] [I]t is fair to categorise it as an attempt to
reserve the whole of Europe for French manufactured goods while using it as the prime source of
supply of raw materials to France.”*** In similar language to that used by Alan Milward when referring
to the Grossraumwirtschaft basis of the New Order in his earlier work, they continued their analysis of
the continental system by saying:

Military occupation by the French was primarily a form of economic exploitation of the occupied
territories for the benefit of the French treasury. The ties of political sympathy between the small groups
of revolutionaries who created the Helvetic Republic in Switzerland and the Batavian Republic in the
United Provinces and the revolutionaries in France did not long survive the reality of a military
occupation of this kind.'*

After the pan-European changes introduced by the French Revolution and Napoleon’s continental
system, it was the national framework, with its highly individual political and social systems which,
they argued, determined the nature of economic development until 1914. Economic development was
determined by the different ways in which factors of production were combined in each country.
Development was a national rather than a global phenomenon. Because Milward and Saul were
arguing against an entrenched body of opinion which saw capitalism as a global phenomenon in the
nineteenth century they needed to prove through detailed studies of almost every country in Europe
that each country had followed its own path to economic development. This is the reason why the
Milward-Saul volumes are a collection of country case studies which if they reveal some features
common to most countries they are even more revealing of the significant differences.

Milward and Saul’s economic history of continental Europe 1780-1914 was above all ‘an able
synthesis’ of the stock of knowledge that economic historians had generated at the time.'*® Although
there were other compilations, the Milward-Saul volumes were regarded by many as particularly
successful, not only for the superficial reason that the style was more uniform than in other multi-
authored projects but also because they often brought a fresh interpretation to existing knowledge.
Thus, in the case of France, they rejected the commonly-held view that the nineteenth-century French
economy was in some sense backward. Indeed, they argued that from a strictly continental standpoint,
by comparing the French economy with the rest of the continental economies rather than with Britain
and the United States, France appeared as the largest and most dynamic economic power on the
continent, at least, up to 1870:

More than other developed economies France revealed by 1870 the relentless force of historical change in
promoting economic development while showing, in spite of the Revolution, over how long a time that
historical change must necessarily take place. It was both this process of historical change and the
Revolution itself that caused French institutions to be so much copied abroad. Other developing countries
felt they could cheat history, or perhaps omit some of it, by borrowing from a land where so much social
and economic change had taken place. By lifting institutions from France and incorporating them in their
own structures they tried forcibly to modernize their own societies and speed up their own histories. Such
attempts were seldom successful because to produce such institutions France had had herself to undergo
so violent and profound a revolution. The temptation was still very great and it makes the economic
history of France an integral part of that of all other European lands.**’
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And Milward and Saul were determined to cover all these other European lands. Parker was impressed
by the scale of the undertaking which

travels not only through England’s neighbours and trading partners on the Continent, but through every
country from Lapland to Sicily, and the Bay of Biscay to the Urals. Only Portugal, Andorra,
Liechtenstein, Montenegro and Turkey in Europe have been left untouched. And this was done by a pair
of scholars, not in an edited and uneven multi-authored collection or in a huge foundation-supported
series but in a single two-volume work of dimensions and price that permit use as a text. ™

They paid particular attention to the Low Countries and the main Scandinavian countries
demonstrating that in small countries small-scale production in both agriculture and industry had the
advantage of being able to adapt quickly to changes in the international economy so that despite the
differences in resource endowment, access to transport, industrial and agrarian history, or the natural
size of its domestic market, any nation could find ‘something to do’ in terms of income growth.**® In
fact as Simon Kuznets calculated, the rate of growth of national income of these smaller nations —
Belgium, Denmark, the Netherlands, Norway, Sweden, Switzerland, and Saxony and Wirtemburg and
Baderls(i)n Germany — was between fifteen and twenty-five per cent per decade in the period 1850-
1900.

In an essay written in 1979 Alan Milward discussed the importance of change in the agricultural
sector for economic development in nineteenth-century Europe.™" But although he could see a general
pattern emerging in which the primary sector was able to respond to stimuli from other sectors and
then interact with other sectors in such a way that productivity levels were driven up, he was very
reluctant to define it as a model for development which could be copied in less successful economies.
Indeed, Iceland made the mistake of trying to follow the very successful example of Danish
agricultural change in the nineteenth-century but found that the Danish model did not travel.**?

In spite of their considerable evidence that there was not one common path to economic
development in Europe but many different paths the critics were not convinced. Many scholars
continued to insist that the central feature of modern European history was the unity of the experience
in terms of the development of nationalism along with industrialization which marked Europe out
from the rest of the nineteenth century world, more than its diversity. This was a view shared by the
Marxist historian Eric J. Hobsbawm, who thought that ‘[p]erhaps there is more to be said for seeing
capitalist development as a global process than this book allows.”™ Nevertheless, Hobsbawm saw
certain advantages in approaching the subject from the standpoint adopted by Milward and Saul, since
in their belief that processes of development varied essentially in accordance with national historical
backgrounds, they could also stress ‘growing regional disparities within as well as between member
states’. But for Hobsbawm the ‘compare and contrast’ method of Milward and Saul stopped them from
seeking ‘general patterns of European or global economic change.’*** Striking the right balance
between global, national, and regional approaches was as difficult then as it is today. Some, like
Sidney Pollard, challenged the national approach arguing that economic development was a regional
rather than a national process.®® Milward and Saul agreed that regional inequality was a research
question ‘of vital importance’ not only in the twentieth century, but also in the nineteenth century,
when ‘examples of extreme regional inequality [...] were normal rather than exceptional’; but they
argued that it was most probably produced by a pattern of national economic change which failed ‘to

1% barker (1978), 800.

19 parker (1991), 84.

150 i uznets (1965), table 2.5, as referred to in Parker (1991), 84.
131 Milward (1979).

152 j6nsson (1992).

153 Hobsbawm (1978), 693.

>4 Hobsbawm (1978), 692 for both quotations.

155 pollard (1981).

27



Frances M. B. Lynch and Fernando Guirao

make substantial improvements in income in regions which remained essentially agricultural.”**® Thus
in their view nation-states provided a better theoretical framework for historical analysis than regions.
How, Milward asked years later, was a region to be defined?

The nation defined itself in history as the social unit by its frontiers with their attendant controls, by its
government with its particular policies, and by collecting data relating to the territorial area defined by the
frontiers. The collection or reconstruction of satisfactory regional data relating to the past is almost
impossible and for both the past and the present the meaningfulness of such data is often questionable.157

If for most of the nineteenth century France represented a model for economic growth and
modernization, however inappropriate that model was for other countries, ‘by 1914 Germany had
displaced France as the most powerful of the continental economies’.**® This was certainly not without
consequences for the entire continent:

Seen in perspective the successful development of the German economy was the decisive phase in the
development of the continent. By its geographical situation, by its close economic connections with the
neighbouring economies, by the relative unimportance until the last two decades of its extra-European
connections, Germany was the most European of the major economies. The centre of the continent had
now achieved the same level of development as the western periphery. What was more, by its size and
power the German economy now dominated intra-European exchanges. The view was already widely held
by liberal economists in Germany that the European economy would have to be dominated by the national
German economy if the German economy was to find its own domestic equilibrium and that this would
mean that a new European economic structure would have to evolve. Conservative and nationalist circles
took the view that this ‘new economic order’ guaranteeing Germany’s economic and social equilibrium
would have to be created by force. Few believed that the future nature of the German economy could now
be determined without determining the nature of the economy of the whole continent. In our century this
has proved to be so.

It was not, however, only the fact that the development of the German economy demanded fundamental
political and economic adjustments by the other European powers which commanded the interest of
contemporaries and still commands the interest of historians and economists. It was also that the events in
Germany seemed to indicate more clearly than those elsewhere what the future nature of European
capitalist society would be. Whereas in the early nineteenth century economists, statesmen and social
reformers in the less developed countries in Europe sought for clues to the future of their own society by
analyzing that of Britain and France, by the end of the nineteenth century this interest has rightly become
focused on Germany [...]. The locus of economic power and interest in Europe had shifted as decisively
as it had during the sixteenth century.**®

This was the beginning of the ‘German question” which dominated twentieth century Europe and
beyond. It was through his research on Germany in the twentieth century that Alan Milward was to
develop his implicit theory of historical change.

The pioneering work of Milward and Saul on the economic development of nineteenth-century
Europe and their fundamental thesis that there was not one pattern of development but patterns of
development was to stimulate considerable interest among economic historians in the subject.® But it
was not only economic historians who were interested. When the theory of economic development
became one of the primary spheres of interest for economists, an unusual dialogue between the two
disciplines was generated. That such a dialogue was possible was explained by Kocka and Ranki in
the way that each discipline had changed in the postwar period: economics having ‘lost its image
established in the nineteenth century as a purely abstract science, [while] history writing has changed
its value system as well and moved slowly from ideographic descriptions to generalization and
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abstraction.”*® Invited to comment on a set of articles on the character and role of theory in the
research and writing of economic history, which had originally been presented as papers at the eighth
international economic history congress in Budapest in 1982 (at which Alan Milward had also co-
organized a session on agriculture and food supply during the Second World War), Milward remained
critical of both disciplines:

Any economic theory which is to be of general value in historical analysis must be dynamic. It must
explain the process of change. Most economic theory does not. What is more, much economic theory,
like that which assumes a closed economy, as well as a large part of international trade theory, applies to
situations so absolutely a-historical as to have virtually no value even as a methodological tool.1%?

It was clearly the task of economic historians to explain long-run social and economic change. But
here too he was critical of economic historians who used the logical propositions of neoclassical
economics as a methodological tool for explaining the process of economic development. In the final
passages of The Development of the Economies of Continental Europe 1850-1914, which in fact was
the concluding section of the Milward-Saul textbook on the economic history of continental Europe in
1780-1914, we read:

The historical evidence [...] suggests that there has been much too close an identification in European
history between industrialisation, modernisation and economic development. At the heart of this
misconception lies the idea of the ‘industrial revolution’, that the fundamental process of economic and
social change in modern history is related to a cataclysmic change in the mode of industrial production.
The greatness of Marx comes from the way in which he was able to elaborate the profound consequences
of this change and in so doing develop a powerful analytical tool for explaining the process of
development on a wide but unified historical, political and economic front. But subsequent model builders
have been unable to escape entirely from this view of economic development even when they have been
mainly concerned to refute Marx’s conclusions.*®®

Within this category of ‘cataclysmic change theories’ which he rejected, Alan Milward referred not
only to Marx but also to Rostow and Gerschenkron. His personal views on the matter had not changed
ten years later: ‘Almost all the theories of historical change [...] concentrated on a central
transformational period in the history of the social unit in question, when some form of cataclysm
changed irreversibly its economic structure and social characteristics.”*® All, he argued, failed to
explain the process of historical change in many countries. Such a process, he maintained, was gradual
rather than cataclysmic, depended on change in the agricultural rather than in the industrial sector as
the motor for development, and depended on central government action to remove the obstacles to
change.’® Alan Milward himself went on to consider other theories to explain economic change,
considering the value of growth theory in particular:

The attraction of growth theory was not merely that it set aside the concept of a central transformational
experience and declared the whole time-span of historical change to be an equally interesting field for
enquiry, but also that it allowed economic history, at least initially, to return to an explanatory base
constructed by fitting together in different permutations the familiar ‘factors’ of neoclassical analysis. 166

However without a very detailed historical analysis on a case-by-case basis he found growth theory
unable to answer the most fundamental question of why factors were combined in such a way as to
lead to economic growth. Indeed, he argued, had growth rates in the developed world not been so high
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in the 1950s and 1960s, growth theory would not have exerted the influence which it did."*” How
should economic history fill the theoretical stagnation in which it found itself, he asked. Rather than
join ‘that avidly-conservative school, now coming into fashion again, which regards history as no
more than a genteel, humanistic exercise which tells us something about some people and some
events, but can tell us nothing about society as a whole’, he felt that perhaps any theory was better
than none.'®® It is interesting in this respect to quote North’s views ten years after Alan Milward had
published his criticisms of neoclassical and Marxist theories:

Economic history is about the performance of economies through time. The objective of research in the
field is not only to shed new light on the economic past but also to contribute to economic theory by
providing an analytical framework that will enable us to understand economic change. A theory of
economic dynamics comparable in precision to general equilibrium theory would be the ideal tool of
analysis. In the absence of such a theory we can describe the characteristics of past economies, examine
the performance of economies at various times, and engage in comparative static analysis; but missing is
an analytical understanding of the way economies evolve through time.

A theory of economic dynamics is also crucial for the field of economic development. There is no mystery
why the field of economic development has failed to develop during the five decades since the end of the
Second World War. Neoclassical theory is simply an inappropriate tool to analyze and prescribe policies
that will induce development. It is concerned with the operation of markets, not with how markets
develop. How can one prescribe policies when one doesn’t understand how economies develop? The very
methods employed by neoclassical economists have dictated the subject matter and militated against such
a development. That theory, in the pristine form that gave it mathematical precision and elegance,
modeled a frictionless and static world. When applied to economic history and development, it focused on
technological development and more recently human capital investment but ignored the incentive
structure embodied in institutions that determined the extent of societal investment in those factors. In the
analysis of economic performance through time it contained two erroneous assumptions: first, that
institutions do not matter and, second, that time does not matter. [...]We do not have [...] a theory [of
economic dynamics comparable to general equilibrium theory].**

That neo-classical growth theory continues to retain its influence in the absence of such theoretical
breakthrough is evidenced in the multi-authored 2010 Cambridge Economic History of Modern
Europe, funded by the European Union, in which the economic growth of Europe in the nineteenth
century is seen as a pan-European process, and not as separate national paths defined by different
national institutions and different national histories. While the authors accept the Milward and Saul
argument that growth was a gradual process rather than a cataclysmic one by explaining it in pan-
European terms they fail to provide adequate explanations for the continuing backwardness in the
nineteenth century of some countries on the periphery of Europe, such as Portugal and Greece.'”

7. War, Economy and Society (1977)

It was an invitation from Germany, where his research was of most interest, to write an economic
history of the Second World War as part of the series of books on the ‘History of the World Economy
in the Twentieth Century’ under the overall direction of Professor Wolfram Fisher, which gave Alan
Milward an opportunity to return to the subject of the Second World War and to consider its role as an
engine of change.™ Originally published in German, War, Economy and Society was to be a
reassessment of his own research on the war in Europe combined with the research of those who had
worked on the war in the Pacific.'’” No single scholar had dared to write an economic history of the
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Second World War from a global perspective before and no scholar, apart from Gyorgy Réanki whose
book was published posthumously in 1993, was to dare to do so again.'” At forty years of age, with
the right combination of ambition, knowledge, and youth, Milward rose to the challenge.

In his preface, Alan Milward openly admitted to doubts that it was possible to write an
economic history of the Second World War, partly because of how little was known of the economic
history of the Soviet Union (in spite of 15,000 Russian volumes written on the Second World War) or
indeed of Italy during the period. But, in attempting to write about the Second World War from the
perspective of all participants, he was unrepentant in his focus on the economics of war:

If there are any as infuriated as myself by the seemingly countless works on military history in which
armies and navies come and go, commanded by greater or lesser figures deciding momentous historical
issues, and nothing is said of the real productive forces which alone give such events meaning or, indeed,
make them possible, they will surely sympathize with my attempt to simplify by looking at the war as an
economic event.'™

It was in his writing about Germany, the occupation of Europe, war as strategy, its impact on labor and
on agriculture that he was most authoritative. In many other areas he was constrained by the absence
of data or of sufficient research done by others. As a reference work Milward’s survey was intended to
remain provisional until further specialized studies, particularly on Italy, Japan, and the Soviet Union
would provide reliable data on which to build a new and more accurate historical narrative. It was over
twenty years before a complete multi-authored reassessment of the wartime economic experiences of
the major powers directed by Mark Harrison was to appear.'’

One of the central questions which Alan Milward raised in his book was whether the Second
World War would lead to the disaster which was widely predicted by the western powers and involve
‘a heavy loss of human beings and capital, acute and prolonged inflation, profound social unrest, and
almost insuperable problems, both domestic and international, of economic readjustment once peace
was restored’ or whether ‘it lay in the hands of government to formulate strategic and economic
policies which could to some extent determine whether or not a war would be economically a cause of
gain or loss.”*"® This was very much how Keynes had formulated the question in his 1940 publication
How to Pay for the War in which he wrote that a properly managed war economy could generate much
beneficial social change to counteract the unavoidable cruelties and miseries. Years later, Milward
would explain:

The Second World War became for Keynes one more historical accident which he sought to use to further
his mission to rescue liberal capitalism. The insights into the relationship between war and social change
which this way of thinking offered changed the historiography of war. Out went public finance, battles,
and the accountancy of loss as the prime subjects of scholarly attention. In came production planning,
technological innovation, improvements in the living standard of particular social groups, and growth
accountancy.*”

This was the approach used by Alan Milward in War, Economy and Society but his objective was not
to ‘rescue liberal capitalism’ but to understand the more profound ways in which the lessons of the
war had led to the replacement of liberal capitalism in Europe after the war. On the one hand, he dealt
with the traditional economic analysis of war (its cost and overall burden for postwar recovery, as well
as the technological spin-offs) and, on the other, he presented the innovative and creative effects of
war; the ‘positive’ economic effects — a controversial terminology which he retained even though he
had been criticized for using it in The Economic Effects of the World Wars on Britain. His primary
concern was with war as an economic process, an engine for change and in some cases for progress,
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and a turning point in the economic and social history of many countries. Given the frequency of war,
Alan Milward refused to see it as an abnormality.'"

His initial view of the German war economy remained unaltered by the histories subsequently
written by scholars in the Democratic Republic of Germany and the Soviet Union which saw fascism
as ‘a stage of capitalism in decline, when it can survive only by a brutal and determined imperialism
and through a monopolistic control over domestic and foreign markets by the bigger capitalist firms
backed by the government.’'”® Indeed, he reaffirmed his argument that the National Socialist
movement was

driving towards a different horizon from that of the business world, a horizon both more distant and more
frightening. It was in some ways a movement of protest against modern economic development and
became a centre of allegiance for all who were displaced and uprooted by the merciless and seemingly
ungovernable swings of the German economy after 1918. National Socialism was as much a yearning for
a stable utopia of the past as a close alliance between major capital interests and an authoritarian
government.*®

Nor was he convinced by Timothy W. Mason’s argument that Hitler was forced to go to war in 1939
in order to solve a domestic political crisis arising from the squeeze in living standards due to the
expenditure on armaments:

[17t is hard to make out a case that the Nazi economy was in a greater state of crisis in the autumn of 1939
than it had been on previous occasions particularly in 1936. Most of the problems which existed in 1939
had existed from the moment full employment had been reached, and some of them, on any calculation,
could only be made worse by a war — as indeed they were. 8

Building on his rejection of both the Marxist (orthodox and revisionist) and the liberal theories of
fascism, he developed his own understanding of the Second World War, seeing it as a policy based on
a ‘strategic synthesis’ of each country’s vital interests and which ultimately brought both losses and
gains:

The construction of a correct strategic plan requires a correct assessment of the potentiality of the
economy for waging war. But warfare is not simply an economic event and a strategic plan is a synthesis
of all other factors which it is necessary to take into account, political, military, social and psychological.
The more factors which are correctly assessed the greater its chances of success. [...] The economy does
not in wartime function in the vacuum in which it often seems to be considered by economists and
strategists alike. It functions in a complicated mesh of social, military, political and psychological
considerations which are as much and perhaps more constraining in wartime than in peacetime. **?

He drew a distinction between an ‘economy’s absolute potential for warfare’ and ‘a more useful and
operative’ concept (in most cases), whereby such potential ‘may be defined as the extent to which
economic priorities must be re-ordered as to attain the desired strategic objectives.”*® Therefore the
‘correct strategic synthesis will be that which only makes exactly those demands on the economy
which are sufficient to achieve the strategic purpose.’'®* Thus Germany’s drive to war in 1939 took
account of the political and economic situation in which National Socialist Germany found itself. As
Alan Milward summarized this situation, the First World War had shown that long wars were self
defeating; thanks to the Treaty of Versailles Germany was surrounded by a ring of weaker powers,
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which in Hitler’s view included the Soviet Union, which could be broken either through force or the
threat of force; too thorough a commitment of the economy to war would have reduced the diplomatic
and strategic flexibility which Hitler needed; the Blitzkrieg strategy, by reducing the amount of
administrative friction, suited the working methods of the National Socialist party very well; it suited
the domestic political situation and social policies of the party in as much as it could not count on the
support of a majority of the population and therefore had to win its allegiance through bringing an
improvement in its living standards; and finally it corresponded to the economic realities of
Germany’s position since the Treaty of Versailles. This economic reality, as he spelt out was that

within its post-Versailles frontiers Germany was no longer economically a great power in the sense in
which the United States was and had control over less raw materials and labour than in 1914. Coal was
the only raw material essential for war with which Germany was well-endowed. She had no natural
rubber and no oil supply. Her armaments industry depended on an extremely high annual quantity of
imports of iron ore from Sweden. She had practically no domestic supply of non-ferrous metal ores such
as chrome, nickel, tungsten, molybdenum and manganese, essential for the manufacture of armour plate.
Copper and tin supplies depended on imports. Many of these vital imports came from outside Europe, and
could not be provided within the German trading bloc. A strategy which implied a continued high level of
imports of such materials had to be avoided. The Blitzkrieg strategy however could be based on stockpiles
of raw materials adequate for a short campaign [...] Where stockpiling could not serve the purpose, as in
the case of oil, investment was directed towards producing high-cost synthetic products.185

Thus, as Paul M. Hohenberg summarized it, ‘the Blitzkrieg made sense in the context of Germany’s
position, and it led to certain economic choices regarding the development and production of
armaments and other matters, from material supply to labor mobilization.”*®® These sets of choices
proved dysfunctional after the Blitzkrieg failed, but at that point, as Milward argued, no alternative
strategy held much promise to the German cause in any event.

Alan Milward then applied the same ‘strategic synthesis’ argument to the other powers, omitting
France and the Soviet Union since no research had been done on their rearmament or strategic
planning. Thus, he showed that British strategy was based on giving

priority to the production of the most technologically sophisticated and the most costly of available
modern armaments, the larger planes and warships. [...] it was a decision taken with an awareness that the
economic resources of Britain could not match those of the possible aggressors and that an adequate
defensive strategy could only be sustained by capitalizing on the major advantages of a highly developed
economy, research, innovation and modern productive methods.*®

But it was always assumed that Britain would be able to draw on the resources of the Empire and the
Commonwealth and ultimately ‘within financial and legal limits the economic resources of the United
States could also be drawn on.”**® As far as the United States’ own strategic thinking was concerned,
he argued that

from September 1940 onwards the United States was moving towards acceptance of a strategy in which, if
she were involved in war, the war would be won through industrial production. The strategic assumption
was that over a long period of time the United States must ultimately be victorious if war came to a battle
of production, however that production was deployed. And there were powerful arguments for deploying
American production in the hands of the Allies.'®
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The detailed consideration of the strategies which the major belligerents pursued (or sought to pursue)
showed ‘how wide the number of effective economic strategies’ was."® The choice of economic
strategy made in 1940 was to have far-reaching consequences for the postwar world:

The great increases of production in the United States, the changes in the world trading system, the revival

of trade and production in the underdeveloped world, the structural changes in the European economies,

did not have their origins in 1945 but in 1940. They were the result of the particular economic strategic

choices made by the powers in the face of war. ***

The conclusion therefore was that there were ‘no economic priorities peculiar to a “war economy””.*?
The range of options was wide and governed by a multiplicity of factors, some internal, some external.
‘Nevertheless certain common economic problems did emerge’ quite irrespectively of the strategic
synthesis adopted and it was to the role of each of these — production, bureaucratic direction and
conduct of the economy, the economics of occupation, technology, population and labor, agriculture
and food, and economic warfare — that he devoted specific chapters.

In Alan Milward’s view the economic potential of the belligerents depended on output, and the
battalions that counted most were those on the production line and in the fields. Total available
resources came from domestic production and trade, or through the occupation and exploitation of
conquered land. He maintained that the contribution made by conquered European countries to the
German productive effort was considerable. Even if not every conquered territory was profitable he
showed that ‘the conquered territories as a whole were.”'® Their value lay both in the cash which they
transferred to Germany, as well as the production of strategic materials and agricultural output which
they were able to offer. Ultimately, though, the occupation was unsustainable with Nazi Germany
collapsing economically before it was defeated militarily.

If the National Socialist racial policies distinguished the Second World War from the First,
making it very difficult to talk about any positive aspects of the war, he did nonetheless argue that the
impact of the war on employment and on the movement and productivity of labor did have a positive
dimension. As he showed, in all the western countries, the prewar unemployed were now employed
‘not short-term as in the First World War’ but in activities linked to ‘an economic change which would
last for a quarter of a century.”** The United Kingdom, which was the only country where the
government took full powers to conscript women, was also the country in which women accounted for
the largest increase in employment. This contrasted sharply with Germany where in spite of ‘the
insatiable demand for labour [...] the social ideas of the National Socialist party prevented any fuller
mobilization of women’.**® Because of the Nazi attitude to women, Germany’s labor demand could be
met only by the employment of foreigners: ‘The war began the influx of immigrant labour into the
central manufacturing core of Europe which was also to be one of the most economically significant
aspects of the post-war world.’**®

Another lasting effect of the wartime production effort was the increase in the productivity of
labor and capital but, as he showed, this was true only in those industries where ‘substantial
technological and organizational changes could be made.”*" It was only then that the benefits derived
from investment in new plant, economies of scale, the exchange of information and the will to win the
war were able to come into play. But in sectors such as coal-mining, where labor productivity levels
had been in decline, ‘no amount of goodwill could improve the position.”**® The shortage of labor, a
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fact of life everywhere apart from in the United States where it was not apparent until 1944, led to
increases in overtime pay and thus income, to a greater concern for pay differentials within the
workplace, but more generally to important shifts in social aspirations and political opinions. All these
changes, he maintained, ‘went far towards making the post-war economic world a very different one
from that of the 1930s.”**°

One unforeseen consequence of the increases in earned income was that demand for food
increased. The two countries, the United Kingdom and Switzerland, which faced the greatest challenge
in organizing food supplies to meet this demand during the war on account of their dependence on
imports, achieved in his view the most remarkable success. British success, which lay in increasing the
total net output of calories from British agriculture from 14,700 million in 1938-1939 to 28,100
million in 1943-1944, whilst conserving shipping space, was due, as he demonstrated, to the
conversion from livestock to arable farming and to the new support prices and firm markets
guaranteed by the state both during and after the war.?® The situation facing German agriculture was
very different:

The National Socialist party had inherited a situation in which German agriculture, which still
employed 26 per cent of the labour force in 1939, closely approached the desired goal of self-
sufficiency. But the strategy of territorial expansion meant that this goal had to be achieved for
a larger area of Europe. Planning was not on a national but on a continental scale and where
agricultural production did not suffice to meet the future needs of Greater Germany the solution
was sought in a restructuring not of Germany’s but of Europe’s agriculture.”*

The purpose of the bilateral trade agreements which Germany had signed with the countries of south-
eastern Europe in the 1930s were the foundations for guaranteeing strategic safety for German food
supply. But since the foundations of the Grossraumwirtschaft were to be built in Russia ‘[t]he stage
was already set for a profound clash of political ideas about the nature of human society to be fought
out in terms of agricultural policy as collective agriculture came into collision with the National
Socialist idea of a society of peasant freeholders.’? It was the impact of the war on agriculture just as
much as on industry which meant that the Second World War was a force for change. The full
importance of the changes in agriculture which stemmed from the war and which in the Second World
War were very different from the First World War was a subject which he felt was often overlooked
by historians. In western Europe farmers

realized after 1942 that the new marketing and price structures [imposed by the Vichy regime] were only
temporary because Germany would lose the war. The investment climate for European farmers was very
poor. They were being asked to change their operations to meet what they perceived as only a temporary
situation and patriotism combined with commercial wisdom to make them resist German pressures. Their
reluctance to invest was greatly reinforced by the immediate economic difficulties which European
agriculture experienced throughout the war.?%

Therefore, Alan Milward concluded that, in spite of

the inherent tendency of war to raise both the output and the productivity of agriculture, the complicated
realities of the war reduced both. One result of the Second World War was to reduce the world’s total
available food supply and make it difficult for world agriculture to regain its former output levels. Of the
main outputs of agriculture only grains were still produced in quantities close to the pre-war levels. The
devastation of battles, the deterioration of capital equipment, the loss of labour (for large numbers of
former agricultural workers were either unable or did not choose to return to their previous employment),
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the loss of draught animals and the delays in retooling factories to produce agricultural machinery all
played their part. And even in countries where output had gone up, a certain percentage of this rise had
been due to a concentration on short-term gains which, because of soil exhaustion, could not be sustained
in peacetime.

As incomes improved and people’s expectations rose it became clear that the war had been the turning
point between the apparent food surpluses of the 1930s and a new situation in which, in terms of human
expectations, food shortage was to become a permanent feature of the post-war world.?*

The opportunity to debate the impact of the Second World War on the agricultural sector at the
International Economic History conferences held in Edinburgh in 1978 and in Budapest four years
later led to a highly acclaimed book which Alan Milward edited with Bernd Martin.”®® The first
comparative study of its kind, it revealed the very different impact which the war had on agriculture in
the western and eastern hemispheres, but also the great differences between western and eastern
Europe. It was the further knowledge about the impact of the war on agriculture in western Europe
which was of greatest interest to Alan Milward in his search to understand the changes brought about
by the war.

In western Europe the increase in the demand for foodstuffs put an end to the agricultural
stagnation that had characterized the prewar period. The war increased farmers’ incomes in almost
every country, gave birth to forms of public intervention that were on the whole perceived as
successful and thus difficult to put aside when hostilities ended, undermined the social position of
elites opposed to the modernization of the primary sector, and speeded up the rationalization of units
of landholding. When in the immediate postwar years the demand for food remained high and world
production levels stayed low, the role of food producers had to be recognized by policy-makers. In the
six years that it took for agriculture in western Europe to regain prewar levels of output, farming
producer organizations were able to exploit their power over governments and to define the terms for
intervention in west European agriculture which were to last for many years. The Second World War,
both Martin and Milward wrote in their preface, accelerated the ‘speed of social and political change
in the agricultural sector’.”®

If agriculture provided an example of how state intervention in the economy could have positive
results Milward drew the more general conclusion that in an economic sense, ‘the legacy of the war
was a consciousness that the economy could be directed into the desired channels, some knowledge of
how to direct it, and the acquisition of a great store of facts about the economy’.””” A subtle argument
underlying his wide comparative view was that democracies might well be unprepared to wage war,
but once they are at war they are much more successful in organizing themselves in order to win the
war. Germany and Japan, ‘the two belligerents who decided to use war as an instrument of economic
gain’, concluded Neal after reading War, Economy and Society, ‘found that the same political forces
that led to the decision for war also prevented the rational organization of their wartime economies.’**

It was not until the 1980s that Alan Milward’s understanding of German policy during the Second
World War, particularly his interpretation of the Blitzkrieg strategy, came under attack from a new
generation of historians in Germany and Britain. In Germany, Ludolf Herbst, arguing from a political
standpoint, claimed that the Blitzkrieg was the invention of historians and had never existed.””® At the
same time, in Britain, Richard J. Overy was arguing that from an economics perspective

the concept of Blitzkrieg economics [...] in most respects [...] does not fit with the actual facts of German
economic life between 1936 and 1942 [...] Hitler’s plans were large in scale, not limited, and were
intended for a major war of conquest to be fought considerably later than 1939. The fact that the large
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armament failed to materialize was not due to any Blitzkrieg conception, but to the fact that economic
preparations were out of step with the course of foreign policy; a dislocation that was exacerbated after
1939 by a combination of poor planning, structural constraints, within German industry, and weaknesses
in the process of constructing and communicating policy. The intention was large-scale mobilization.
Hilter’s object, in the long run, was European conquest and world hegemony.210

Where Milward argued that Hitler chose to launch a war in 1939 because it fitted the strategic
synthesis of Blitzkrieg, Overy denied that the Blitzkrieg as a strategy had ever existed; it had been
invented a posteriori by historians.”*! Instead of a synthesis between economic and political
objectives, Overy argued that there was in fact a disjuncture. The crux of the matter thus lay in the
explanation of Alan Milward’s early-1942 turning point. According to Overy, the increase in arms
production after 1942 was not due to any specific decision but to the natural maturity of the heavy
investment in war-related industry since 1936.

But Overy’s views failed to convince many historians. Harrison and Mark Roseman continued
to accept the Blitzkrieg thesis.”? So did Marwick and Clive Emsley, while lamenting that ‘[l]ike most
historians challenging an orthodoxy Overy does tend to make his target appear rather less substantial
than it was: Alan Milward’s original research in this area was both pioneering and persuasive.’?"
Ranki also agreed that the Blitzkrieg strategy ‘corresponded to the economic realities of Germany’s
position. I regard this’, he wrote, ‘as the most decisive point in the discussion.””* lan Beckett
considered that the Milward-Overy debate was unsettled.”® As far as Alan Milward himself was
concerned, Overy’s arguments could not be proven: ‘If, in order to give a definitive answer to this
problem, we must know exactly what Hitler’s personal intentions were,” he was to write in 1995, ‘then
the debate will never end, for it is unlikely that we will discover much that is new.”**® Indeed, in spite
of the new research produced after the publication of War, Economy and Society 1935-1945 in 1977,
he did not feel the need to update the volume for its paperback editions in 1979, 1984, or 1987 (see
Appendix Two of this volume) or, by the mid-1990s, to alter any of his main theses on the war
economies.”’ At that time, Alan Milward concluded that greater accuracy in production indexes for
the major combatants had permitted refined comparisons of their strategic choices leading to the minor
change that

the long-running historical argument over whether there was a sharp contrast in the period 1938-42
between Britain’s commitment to total war and Germany’s avoidance of that commitment through the
choice of a more flexible Blitzkrieg strategy ought properly to be limited to the years 1940-1.%8

In 1998 Werner Abelshauser pronounced that both Milward and Overy were wrong. Characterizing
Milward’s Blitzkrieg synthesis as a ‘peacetime economy in war’ (friedensdhnlichen Kriegswirtschaft,
a term coined not by Milward but by Speer’s chief statistician, Rolf Wagenfuhr) was just as
misleading, he said, as Overy’s ‘war economy in peacetime’.”*® The National Socialist economic
system, according to Abelshauser, had elements of both wartime and peacetime economies. The war
economy had to contain elements of a peacetime one in order to stabilize the political system, but they
were not intentional. In fact, he argued, a decision for a war economy was taken early on but it was not
implemented until 1942. ‘This explains’, he said, ‘for one thing, the “production miracle” under the
auspices of Armaments Minister Albert Speer after 1942, which was made possible by stepping up the
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war economy.’”® In 2001, Raymond E. Frank Jr., contrasting Milward’s and Overy’s theses,
concluded that making sense of their conflicting views is ‘difficult for those less familiar with the
subject’ since their ‘disagreements as to facts and differences of interpretation’ remained unsettled.?**
One of Alan Milward’s former students, J. Adam Tooze, who had written his doctoral thesis on
official statistics in interwar Germany, challenged Abelshauser’s conclusion by analyzing the
economic statistics compiled by Wagenfihr, which Alan Milward in his 1964 EHR article had
cautioned would probably have underestimated the scale of armaments production in the period 1938-
1942 and overestimated them after that date. Tooze showed that his supervisor’s caution was justified
and that the statistics grossly understated the level of armaments production in 1939 and the level of
labor productivity in armaments-producing industries.’”? Rejecting the argument of Overy and
Abelshauser that Hitler had not planned to go to war in 1939, Tooze, like Milward, argued that the
decision to go to war in 1939 was planned.

In the most recently published work on the topic which we have found, Jonas Scherner
maintains that at least two questions, namely ‘How well was the German economy prepared to wage
war at the end of the 1930s?” and ‘How fast did it mobilize at the beginning of the 1940s?’ remain
controversial.”?® Even though Scherner questions ‘the older Blitzkrieg account’, it is apparent that the
new statistical evidence which he produces, which was not available to Alan Milward in the early
1960s, does not invalidate his conception that the economic policy designed in Germany in the 1930s
was derived from the specific nature of the Nazi party and the German economy. The fact that the new
statistical evidence proves that the investment boom beginning in 1936-1937 was higher than Alan
Milward was able to acknowledge at his time of writing and consequently reduces the gap between the
‘armaments miracle’ of 1942-1944 with respect to 1938-1939 production levels, confirms rather than
questions the crux of Alan Milward’s argument that, however extensive Germany’s preparations for
war were in 1939, the intention of Hitler and the Nazi party leadership was not to increase it
substantially in order to avoid the social and political disturbances that a total-war effort would have
provoked.

It seems that a basic disagreement between Alan Milward and other scholars revolves around the
question of whether rearmament was conceived for total war. Alan Milward argued that the level of
German rearmament reflected the structural limitations of the German economy and the political
limitations of the Nazi state. By planning a series of wars which would expand the territorial base and
provide new resources, Germany would not necessarily confront the combined might of the USSR, the
United States, and the British Empire at the same time. Where many see Nazi Germany as an evil
power intent on provoking an irrational world war, Alan Milward described a strategy which in the
ideological vision of National socialism was a comprehensible answer to the socio-economic problems
facing Germany but one which turned out to be unworkable. The strategy which had led to German
control over most of continental Europe by 1941 had to be changed in view of the unexpected
resistance of the population of the USSR and the unexpected military power that the Soviet Union was
able to generate after the German invasion. Once it was changed it lost its ‘strategic synthesis’ so that
Nazi Germany collapsed economically before it was defeated militarily. These differences in how the
Second World War was interpreted were to lead to very different interpretations of the postwar period
as well. Those who argued that Nazi Germany had to be defeated militarily because it did not collapse
economically were to argue that the postwar arrangements to integrate west Germany into Western
Europe were primarily about security because the Nazi occupation of Europe had been an economic
success. Germany could unite Europe by force unless it was prevented from doing so by integrating it
into the institutional structure of a united Europe. Alan Milward argued that the Nazi occupation of
Europe, while initially quite successful, had ultimately failed because the Nazi system was no more
successful than the liberal system which it replaced in addressing the socio-economic problems of
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continental Europe. The lesson of the Second World War was that Germany could not unite Europe by
force.

Alan Milward concluded War, Economy and Society by arguing that the most serious legacy of the
war, the one which made the problems of economic reconstruction ‘so difficult to solve in spite of the
rapid recovery of output in the separate national economies’, was its ‘redistributive effects [...] not its
“cost””.?** In the United States economic activity increased by more than fifty per cent between 1939
and 1945 (expressed in 1939 values) — an unprecedented increase over so short a period of time — and
consumption by twelve per cent, which altogether led to an historically high standard of living. That
country suffered no physical damage and the loss of life, while to be regretted, was comparatively low
(around three hundred thousand lives as opposed to over twenty million in the Soviet Union). Average
levels of industrial productivity rose by twenty-five per cent due largely to the fact that factories were
operating, for the first time since 1929, at full capacity. In the United Kingdom national income
expanded by sixty-four per cent; in Germany it had expanded by ten per cent until 1943 and then
declined. It fell in the Soviet Union, Italy, and Japan. In full recognition of all the difficulties of
defining and then calculating that part of production which was specifically for war purposes, Alan
Milward suggested that in Britain and the United States it was between forty-five and fifty-five per
cent, in Germany and the Soviet Union between sixty and seventy-five per cent, and in Japan between
thirty-five and forty-five per cent. Ultimately, the Allied victory was due to the fact that the Allies
were able to produce more armaments than the Axis powers. This was achieved not through any major
changes of political or economic power but simply by the modern bureaucratic state clearly defining
its priorities and assuming sufficient controls over the domestic economy and over trade to achieve
those priorities. The rapid transformation during the war of the economies of the United Kingdom and
the United States showed what could be achieved in advanced economies over a short period of time.

But Allied victory was also due to the United States transferring to Britain and the Soviet Union,
under lend-lease arrangements, armaments on a scale which was never fully admitted. It was the
Allied counterpart to what Nazi Germany had forcibly extracted from its occupation of European
countries. Even though Germany had benefited considerably from its occupation of western European
countries, particularly from France, the Netherlands, Denmark, and Belgium, its occupation of eastern
European countries, which were to hav