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Prologue to the First World War 

Two months hence will mark the 100th. anniversary of a watershed 
event which proved to be the catalyst that caused the outbreak 
of World War I.  On June 28, 1914, Archduke Franz Ferdinand, 
the heir to the throne of Austria-Hungary, was assassinated togeth-
er with his wife Sophie in Sarajevo by a young Serbian student 
named Gavrilo Princip.  In the half-century period leading up to this 
event, both Europe and America were involved in many domestic 
and regional wars as countries sought to grow their economies 
via colonization and territory annexation.  From the U.S. Civil War 
(1861-1865) to the Franco Prussian War (1870-1871) and from the 
French / Tunisian War (1881) to the Second Boer War (1899 to 
1902); plus countless other wars of varying sizes and degrees in 
between, set a global tone for this period by fostering the rise of 
armaments and militarism.  

In his book, ‘To End All Wars’ published by Houghton, Mifflin, Har-
court in 2011, author Adam Hochschild recounts: Just as some 
of the major commanders and protestors of the First World War 
came on stage well before it began, so too did one of the war’s 
key weapons.  It made a spectacular early appearance in 1898, 
the year after Queen Victoria’s Diamond Jubilee.  The sight was 
Omdurman, in the Sudan, the vast African territory whose inhabit-
ants, in London’s eyes, did not understand their proper role; which 
was to be loyal subjects of the British Empire.  Under a militant 
Muslim leader, Sudanese Arabs had overrun an occupation force 
and beheaded Gen. Charles George Gordon.  Thirteen years later 
in 1898, Britain sent a large body of troops up the Nile River to the 
Sudan under the command of legendary Major General Sir Hora-

tio Herbert Kitchener, who had served in various corners of the 
empire, from Palestine to Cyprus to Zanzibar and whose mission 
now was to teach the Sudanese their place once and for all.  An 
adventurous young soldier with this force was peering through his 
binoculars at a hillside, crossed by what he thought was a defen-
sive barricade of tree branches.  “Suddenly the whole black line … 
began to move.  It was made of men, not bushes … We watched, 
amazed by the wonder of the sight, as the whole face of the slope 
became black with swarming savages, appearing about four miles 
from end to end.”  

Marching toward them from Omdurman, the headquarters of the 
Sudanese, were some 50,000 troops carrying spears, swords, 
horns, drums and antiquated rifles.  “The whole side of the hill 
seemed to move.  Between the masses, horsemen galloped con-
tinually; before them many patrols dotted the plain; above them 
waved hundreds of banners and the sun, glinting on many thou-
sands of hostile spear-points, spread like a sparkling cloud.”  The 
witness was 23-year old Winston Churchill, who was both corre-
spondent for the London Morning Post and an officer in Kitchener’s 
forces.  Of course, as the scion of a well-placed family, he was 
in the cavalry.  With the decisive battle about to begin, Churchill 
wrote: “Standing at a table spread in the wilderness, we ate a sub-
stantial meal.  It was like a race lunch before the big event.”   

The future U. K. prime minister was hardly the only ambitious Brit-
on who had lobbied hard to be in the Sudan for the showdown, or 
who ate well while awaiting glory.  Consider a youthful Major Doug-
las Haig.  Prior to setting off across the Sudanese desert, he had 
asked his sister to send him from home ‘jams, tinned fruits, cocoa, 



vegetables, haddock in tins, ox tongue, biscuits, some hock and a bottle of brandy.’  All these, along with extra silk underwear, Haig would 
transport by the three camels which were at his disposal; along with four horses, a donkey, a goat (for milk), a cook, a valet and various 
servants to look after the animals … In later life Haig would declare: ‘I am not one who is ashamed of the wars that were fought to 
open the markets of the world to our traders.”   

An hour after dawn on September 2, 1898, the day following Churchill’s first sighting of them, the Sudanese launched a frontal attack on 
the British position.  Over their jibbahs – loose robes with coloured patches – some of them wore chain mail and they outnumbered the 
British Empire troops by nearly two to one.  However, as British fire tore into the Sudanese line, the bloodshed was immense and nothing 
was more devastating than the latest models of Hiram Maxim’s machine gun … In 1884, Maxim had finally perfected the first such gun 
that was both single-barreled and fully automatic.  It used the energy of its own recoil to eject each spent cartridge, then pull the next one 
into place and it kept firing as long as a soldier squeezed the trigger.  A jacket of water, refilled as the liquid boiled away, kept the barrel 
from getting too hot.  The Maxim could fire 500 rounds a minute.    

No one was watching the Sudan fighting more closely than Britain’s major imperial rival, Germany.  A German newspaperman with the 
British forces wrote: “The enemy went down in heaps and it was evident that the six Maxim guns were doing a large share of the work.”  
Indeed, thanks to the Maxims, in a few hours the British were able to fire an extraordinary 500,000 bullets at the hapless Sudanese.  It 
was an historic slaughter.  When the Battle of Omdurman – featuring the last cavalry charge made by the British Army – was over later 
in that day, some 10,800 Sudanese lay dead on the desert sand beneath a brilliantly clear sky.  At least 16,000 more had been wounded 
and were either bleeding to death, or trying to drag themselves away.  The British only suffered 48 dead. 

Meanwhile, the mercurial Kaiser Wilhelm II (Queen Victoria’s eldest grandson 1859-1941) was both expansion-minded and resentful that 
Germany had arrived into the race for African and Asian colonies so much later than Britain.  For all of his life he looked back fondly at his 
youth as an officer in an elite regiment.  Basically, he loved all things military, seldom wearing civilian clothes except when hunting.  His 
keen, anxious ambition echoed that of many other Germans, whose country possessed the largest population in Western Europe, but not 
as yet it seemed a proportional prestige in the world.  Since the end of the 1890s, Germany had been engaged in a polite but determined 
naval arms race with Britain, while the British worked to maintain their strong advantage in the heavily armoured battleships and faster 
battle cruisers, which had allowed the Royal Navy to dominate the world’s oceans for so long.  The contest between the two nations to 
mobilize shipyards, foundries and machine tools in order to build these fearsome vessels gave hint of something new in the military trade: 
warfare that might be decided not by bravery, dash and generalship, but by industrial might.  A rare Saxe-Coburg-Gotha family photograph 
from 1894 which included Kaiser Wilhelm II is seen on the following page, courtesy of ‘To End All Wars.’    

Europe in 1900

In her book, ‘The War That Ended Peace – The Road to 1914’ published by Penguin Canada Books Inc. in 2013, authoress Margaret 
MacMillan recounts: On April 14, 1900, France’s President Emile Loubet talked approvingly about justice and human kindness as he 
opened the Paris Universal Exposition.  Germany’s pavilion featured a western façade which hinted at a new rivalry … developing be-
tween Germany and the world’s greatest naval power, Great Britain: a panel displayed a stormy sea with sirens calling and featured a 
motto rumoured to have been written by Germany’s ruler Kaiser Wilhelm II: ‘Fortune’s star invites the courageous man to pull up the 
anchor and throw himself into the conquest of the waves.’  Elsewhere at the Exposition were reminders of the rapidly burgeoning 
power of a country which had only come into existence in 1871; the Palace of Electricity contained a giant crane from Germany which 
could lift 25,000 kilos.  

Austria-Hungary, Germany’s closest friend in Europe had two separate pavilions, one for each half for what had become known as the 
Dual Monarchy.  The Austrian one was a triumph of Art Nouveau, the new style which had become popular in Europe.  Marble cherubs 
and dolphins played around its fountains, giant statues held up its staircases and every inch of its walls appeared to be covered by gold 
leaf, precious stones, happy or sad masks, or garlands.  A grand reception room was set aside for members of the Habsburg family which 
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had presided for centuries over the great empire, stretching from the center of Europe down to the Alps and Adriatic, plus the exhibits 
displayed the work of Poles, Czechs and South Slavs from the Dalmatian Coast; only some of the Dual Monarchy’s many peoples.  Next 
to the Austrian pavilion and separating it from that of Hungary stood a smaller one, representing the little province of Bosnia, still techni-
cally part of the Ottoman Empire but administered since 1878 by Vienna.  
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The mood of the Hungarian pavilion was strongly nationalistic.  (Austrian critics said sourly that the folk art on display was vulgar and its 
colours were too bright.)  The exhibits also included a reconstruction of the great citadel of Comorn (Komaron) in the north which stood 
in the way of the Ottomans in the sixteenth century as they stretched northwards into Europe.  Much more recently, in 1848, it had been 
held by Hungarian nationalists in the revolt against the Habsburgs, but had fallen to Austrian forces in 1849.  Another room was dedicated 
to the Hussars, famous for their bravery in the wars against the Ottomans.  However, the exhibits paid less attention to the millions of 
non-Hungarian peoples; Croatians or Romanians, for example, who lived within Hungary’s borders. 

In the nineteenth century, Britain had the world’s largest empire and dominated the seas and world trade.  Understandably, it showed little 
sympathy for the aspirations and concerns of other nations.  As Winston Churchill – always a statesman with a strong sense of history—
wrote shortly before the Great War: ‘We have engrossed to ourselves, in a time when other nations were paralyzed by barbarism 
or internal war, an altogether disproportionate share of the wealth and traffic of the world.  We have got all we want in territory 
and our claim to be left in the unmolested enjoyment of vast and splendid possessions, mainly acquired by violence and largely 
maintained by force, often seems less reasonable to others than to us.’      

Moreover, Britain frequently irritated the other European powers with its confident assumption of superiority to the institutions and politics 
on the Continent, by its reluctance to uphold the Concert of Europe and the way in which it carefully intervened in conflicts only when it 
saw a clear gain for itself.  In the scramble for colonies, British statesmen tended to claim that they were assuming more territory merely 
for the security of their existing possessions, or perhaps out of benevolence towards the subject peoples, while other nations were mo-
tivated entirely by greed. Austria-Hungary’s declaration of war on Serbia on July 28, 1914 initially resulted in a breakout of European 
national alliances, but soon proliferated in to a global conflict, which would continue until the eleventh hour of the eleventh day of the 
eleventh month, 1918.   

The Great Depression and Beyond

In his book of this title published in 1932 by Bookmire Economic Service in New York, author Lloyd Graves explains: Economics is a 
branch of history.  The rhythmical rise and fall of human activity is history in the making.  The rise and decline of business in prosperity 
and depression is merely a part of a wider stream of human affairs and constitutes a phase of life history of the social organism … The 
business cycle is merely life – human activity – in its modern commercialized aspect.  Prevention or important reduction of the swings is 
a futile undertaking.  They will die down when the pulse of life weakens.  Certainly we may change their form and incidence somewhat 
by varying the type of economic organization.  We may hasten their subsidence, perhaps by voluntarily crystallizing our institutions into 
set forms of standardized immobility.  However, so long as … the nation’s vitality is maintained, so long shall we have these alternating 
swings of prosperity and depression, of elation and despair.

The economic destruction caused by The Great War was incalculable and has not been made good to this point.  The destruction of physi-
cal property and materials by military operations was quite considerable, although by no means of chief importance and confined mostly to 
Northern France.  This damage has been largely compensated for.  Virtual loss of property through obsolescence of factories was also of 
no small account.  However, the greatest devastation of all was wrought, not by the armies and fleets, but by the currency inflations which 
financed the war and post-war expenditures of governments. These largely destroyed the pecuniary capital accumulation of a century 
in Europe.  As prices rose, bond prices declined, being indirectly confiscated to furnish supplies for the armies in the field.  In the end, 
most bond issues on the continent – government and corporate alike – were either entirely repudiated, or redeemed at a fraction of their 
original value.  In the general economic ruin which followed the 1920-21 collapse, the earning power of capital in most of the older types 
of business was in great measure dissipated.  All liquid capital, of course, was driven overseas, or into the bank vaults of Switzerland.  

The rentier class and all middle groups of the population were financially ruined.  Savings ceased to accumulate; the spirit of enterprise 
and all confidence in domestic industries were undermined.  Industrial nations were forced into the impossible position of international bor-
rowers with a chronic shortage of capital, high interest rates and consequent high cost of production.  The real essence of capital, which 
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is creative energy and economic ability, had been crushed out of great industrial groups.  A mushroom growth of world finance made its 
appearance in the callow American market.  There was another type of destruction in Europe, through the settlements established by the 
peace Treaty of Versailles, signed in 1919.  The subversive influences of the Treaty were chiefly (1) in the dissolution of natural economic 
units by what has been termed the process of Balkanization; (2) the demoralizing influence of the irrational war reparations’ provisions.  
These arrangements have made for perennial economic distress in Central and Southeastern Europe.  The effect of the Great War upon 
international trade was profoundly disrupting.  Distributing outlets, transport systems, financial arrangements overseas of the principal 
European combatants were deranged and in large part ruined or lost.  European investments abroad were sold in order to secure funds 
to prosecute the war and European enterprise was largely withdrawn from the exploitation of foreign resources.  The U.S. and to a lesser 
extent Japan, both benefitted from this change, coming into the markets as Europe disappeared.  

Deutschland Uber Alles

In his book Nazi Germany 1933-1945 – the English translation published by the Hodder Headline Group in London, 1996 – acknowledges: 
It is true that since the beginning of his political career in 1919 and 1920, Adolf Hitler had often proclaimed himself as a radical either/or 
political choice.  Indeed, only after the 1920’s had Hitler, who gave the impression of a rather unpolished man when he appeared socially, 
gained the certainty that he was not simply a prophet making the way straight for some other national leader, but that he should fill that 
role himself.  Although Germany’s acceptance of a doctrine of salvation as a political program had deep causes within its society, it was 
not clear at the very beginning that Hitler himself would become the embodiment of such a program.  However, his position as Fuhrer 
gave him a certain freedom of action; thus enabling him to present himself as the man who could fulfill the wishes and solve 
the economic problems of various social groups.   

The Opportunities of the Depression

As documented in William Shirer’ historical epic, The Rise and Fall of the Third Reich, published by Simon and Schuster, New York 1960:  
The depression which spread over the world like a great conflagration toward the end of 1929 gave Adolf Hitler his big opportunity and 
he made the most of it.  Like most great revolutionaries, Hitler could only thrive in evil times, at first when the masses were unemployed, 
hungry and desperate; later when they were intoxicated by war.  Yet in one respect, he was unique among history’s revolutionaries:  Hitler 
intended to begin his revolution after achieving political power.  There was to be no revolution to gain control of the State.  That goal was 
to be obtained either by the mandate of the voters, or by the consent of the rulers of the nation; in short, by constitutional means.

In October 1929, the stock market in Wall Street crashed and the results were soon disastrously felt in Germany.  The cornerstone of Ger-
man prosperity had been loans from abroad, principally from America and world trade.  When the flow of loans dried up and the repayment 
of the old ones became due, the German financial system was unable to withstand the strain.  When world trade sagged following the 
general economic slump, Germany was unable to export enough to pay for essential imports, such as raw materials and food.  Without 
exports, German industry could not keep its plants operating and its production declined by almost 50% between 1929 and 1932.  Millions 
of people were thrown out of work and thousands of small business enterprises went bankrupt.

In May of 1931, Austria’s biggest bank, the Kredit Anstalt, collapsed and this was followed on July 13th. by the failure of one of Germany’s 
banks, the Darmstaedter und Nationalbank, which forced the government in Berlin to close down all banks temporarily.  Not even U.S. 
President Hoover’s initiative in establishing a moratorium on all war debts, including German reparations, which became effective on July 
6th. could stem the tide.  The whole western world was stricken by forces which its leaders did not understand and which they felt were 
beyond man’s control.  How was it possible that suddenly there could be so much poverty, so much human suffering, in the midst of so 
much plenty?       
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Hitler was neither interested in, nor ignorant of the opportunities which the depression suddenly afforded him.  The misery of the German 
people, their lives still scarred by the disastrous experience of the collapse of the mark less than ten years before, did not arouse his 
compassion.  On the contrary, in the darkest days of that period, when the factories were silent, when the registered unemployed num-
bered over six million and bread lines stretched for blocks in every city in the land, Hitler could write in the Nazi press: ‘Never before in my 
life have I been so well disposed and inwardly contented as in these days.  For hard reality has opened the eyes of millions of Germans 
to the unprecedented swindles, lies and betrayals of the Marxist deceivers of the people.’  The suffering of his fellow Germans was not 
something with which to waste time sympathizing, but rather to transform, cold-bloodedly and immediately, into political support for his 
own ambitions.  This Hitler proceeded to do in the late summer of 1930.  

Lebensraum

It is important to distinguish clearly between the ideas of a single large economy, for which the term Lebensraum (living space) was oc-
casionally used and Hitler’s particular idea of Lebensraum in the east, aimed at Soviet territory and bearing the clear stamp of his racial 
ideology.  In Hitler’s eyes the former ideas of a large economic area and autarchy were a desirable first step to the conquest of real ‘terri-
tory for natural expansion’, which would then make possible long-term security for an autarchic Germany in relation to other world powers.  
Moreover, expanding German influence in southeast Europe offered immediate political advantages which were already recognized in 
Berlin in the early 1930s.  Using economic leverage, it would be possible to undermine the political value of the loose alliance of benefi-
ciaries of the Treaty of Versailles supported by France in that region.  Indeed, this aim was achieved by 1936, a policy supported by 
the elimination of the effects of the world depression as a result of the upswing in the German domestic economy, resultant 
from the growing manufacture of armaments. 

On September 1, 1939, Adolf Hitler’s Luftwaffe launched bombing attacks on Poland, marking the commencement of World War II and 
the Holocaust, culminating in Germany’s defeat and the Fuhrer’s suicide in 1945.

Pearl Harbor Attack Was No Surprise  

As the War in Europe laboured through its second year anniversary, aspirations and tensions were heightening in the potential Pacific 
theatre.  Japan was thought to be setting its sights on the invasion of South East Asia in order to secure natural resources and oil supplies 
vital to its economy, since deliveries had been suspended from the United States.  Eventually, Japan decided to make a pre-emptive air 
strike against the U.S. Pacific Fleet moored in Pearl Harbor, Hawaii, on Sunday, December 7, 1941.  The most stunning single moment 
of the attack occurred at about 8:10 a.m. when the USS Arizona exploded on Battleship Row, accounting for 1,102 U.S. Navy casualties 
which included 23 sets of brothers.  Overall, 2,403 Americans were killed, among them 68 civilians and 1,178 were wounded.    

According to the Newport Beach, California-based Institute for Historical Review, in September 1944, author John T. Flynn launched 
a Pearl Harbor revisionism when he published a forty-six page booklet entitled The Truth about Pearl Harbor. Flynn argued that U.S. 
President Roosevelt and his inner sanctum had been plotting war against Japan, at least since January 1941.  The administration need-
lessly continued to provoke the Japanese government throughout the rest of the year and on November 26, 1941, delivered a diplomatic 
ultimatum that no government could possibly accept.  Flynn also suggested that able Navy and Army commanders Admiral Kimmel and 
General Short were given the wrong instructions from Washington headquarters, thus aborting the taking of effective defensive measures 
at the Naval Base.   

In early 1945, a 30 year-old historian, William L. Neumann, published a brochure entitled The Genesis of Pearl Harbor.  He reviewed 
the diplomatic background to the outbreak of the war and pointed out how the Roosevelt administration had launched an economic war 
against Japan in the summer and autumn of 1941.  Neumann concluded that both sides were responsible, but Washington could 
not have been surprised by the attack at Pearl Harbor, given Roosevelt’s diplomatic activities in the months and days preceding 
December 7th. 
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In September 1945, John Flynn issued a 15-page report entitled The Final Secret of Pearl Harbor which was given wide circulation cour-
tesy of the Chicago Tribune.  Flynn concluded that President Roosevelt was to blame for diplomatic mismanagement; for keeping the 
Pacific fleet stationed at the insecure Pearl Harbor base and for stripping Pearl Harbor of needed defensive equipment.  Flynn charged 
that the story given the public about Roosevelt being surprised by the attack on Pearl Harbor was ‘utterly fraudulent.’   Based upon inter-
cepted Japanese messages, Roosevelt knew that hostilities were soon to commence.  What ‘warnings’ were finally sent to Hawaii were 
deliberately delivered by the slowest possible means as a face-saving measure.  

The USS Arizona Memorial in Pearl Harbor, Hawaii.   Source: U.S. National Park Service 

The war in the Pacific ended with the Japanese surrender on September 2, 1945, aboard the USS Missouri in Tokyo Bay, following the 
detonations of the Atomic Bomb on the cities of Hiroshima on August 8th.and Nagasaki on August 9th. 
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The Japanese surrender aboard the USS Missouri. Source: Wikipedia

Notwithstanding, the colonial territory annexations mentioned above during the 19th. century by European countries, as well as Germa-
ny’s annexation of Austria in March of 1938, not even the United States of America could resist the temptation of annexing the Hawaiian 
Islands in February, 1893, for which former U.S. President Clinton signed an official apology in 1993, intended as a means for reconcilia-
tion with Native Hawaiians.  See the photo on the next page.  
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Former U.S. President Clinton signs an apology for annexation of Hawaii. Source: White House   

The American / NATO Encirclement Strategy for Russia

Today, the world bears witness to the anachronistic behavioral patterns of one Vladimir Putin, President of Russia, who has recently an-
nexed the Crimean peninsula from Ukraine and who now appears to be setting his sights on the mostly Russian speaking region of East-
ern Ukraine.  To be fair, what the West is witnessing in Eastern Europe is Russian resistance to the relentless encroachment of its borders 
by NATO members or aspirants led by the U.S.  In a March 3rd. Opinion column of the Boston Globe, veteran New York Times reporter 
Steven Kinzer asserted: “From the moment the Soviet Union collapsed in 1991, the United States has relentlessly pursued a strategy of 
encircling Russia, just as it has with other perceived enemies, such as China and Iran.  The U.S. has brought twelve countries in central 
Europe – all of them formerly allied with Moscow – into the NATO alliance.  American military power is now directly on Russia’s borders.”  

In a recent CNN interview, Stephen Cohen – professor emeritus at New York University and Princeton University – who has long focused 
on Russia, purported: “If you want to know what the Russian power elite thinks Ukraine is about, it is about bringing it into NATO.  The so-
termed economic partnership that former Ukraine president Yanukovich did not sign, included military clauses which stated that Ukraine 
– by signing this so-called civilization agreement – must abide by NATO military policy.  This is what the situation is about from the Russian 
point of view, i.e. the ongoing western March towards post-Soviet Russia.”   
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The Persistent Attack on the U.S. Petrodollar     
   
Clearly, confidence in the United States dollar as the world’s reserve currency is waning in many countries.  Led by the BRIC countries 
including Brazil, Russia, India and China, many nations have adopted bilateral currency swap agreements.  Indeed, according to Zero 
Hedge, as of December 31, 2013, twenty-three foreign central banks, or monetary authorities, have signed such agreements with China 
alone, totaling more than 2.5 trillion yuan.  By means of currency diversification agreements for international trade settlements, China 
can reduce its reliance upon enormous U.S. dollar reserves accumulated over the decades.  It can be a constant struggle for an untold 
number of countries to acquire a sufficient stream of U.S. dollar revenue to pay for importations of crude oil, whereas America enjoys the 
luxury of being able to create dollars at will.  Even St. Petersburg-based Gazprom Neft – Russia’s fourth largest oil producer and ranked 
third according to refining capacity – has recently declared a transaction settlement preference for euros in lieu of U.S. dollars.               

Source: Global News

Shanghai Securities News has cited Guo Jianwai, deputy director of the secondary monetary policy department of the Peoples Bank of 
China as declaring: “The PBOC plans to begin yuan-denominated gold and oil futures to help establish a global payment system for the 
Chinese currency.  PBOC will continue to push for reform of interest rates, currency exchange rate and the capital account.  In the 1st. 
quarter, the settlement of trade in goods amounted to 1.09 trillion renminbi (RMB) and accounting for the proportion of total import and 
export customs of 18.4% during the same period.  The renminbi is the new bright spot in the next stage of cross border RMB business 
development.”
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Source: Zero Hedge

Summary and Outlook

For most of the past century, the United States has reaped the benefits of , not only having the dollar act as the world’s reserve currency, 
but also, having the price of crude oil denominated in U.S. dollars on a global basis.  During this time period, America has fought hard on 
many fronts to maintain this privileged status quo.  However, we are now witnessing is a global resistance movement contra to those twin 
advantageous positions which is being led by the world’s second largest economic presence in the form of the People’s Republic of China.  
Indeed, this conflict represents economic warfare on a classic scale and whose outcome appears to becoming gradually more favourable 
to the Chinese position.  See also, Economic Winter – It’s Still the Debt, Stupid – March 21, 2014.          

Written By: Christopher Funston
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”Those who cannot remember the past are condemned to repeat it”. Santayana
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