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Preface

This is the first of three documents that comprise a centennial history of The Inter-
national Chamber of Commerce (ICC).  This part (“Two Terrible Decades”) covers 
the two decades from ICC’s foundation in 1919 to the start of the World War in 
1939. A second and third part will deal with the inter-war years and post-war dec-
ades of the liberal international order, through the “second” period of market global-
isation at the end of the 20th century and the start of the 21st century. 

I intend to release all three parts of the book on my website — https://petergallagher.-

com.au — over the course of 2019. 

The history is based on research commissioned by the ICC in 2014. ICC staff and ex-
ecutive were helpful and gracious but this text not been reviewed, commented or ap-
proved by ICC. It relies only on primary and secondary sources that are in the public 
domain, although some – especially early ICC publications – may now exist only in 
the ICC archives to which I had access. The book omits references to a small number 
of documents from those archives that ICC has not agreed to make public. Still, 
those omissions make no material difference to the story.                                           

The book is copyright but subject to a Creative Commons “share with attribution” li-
cense. In brief, you are welcome to use the book or its contents for any purpose, so 
long as you attribute the origins of the material to Peter Gallagher at https://

petergallagher.com.au. I hope you will.                                                                            

o00o

Engines of prosperity

The past century stands out from every earlier period in history for the astonishing 
pace of human progress. Physical science tested the limits of comprehension at every 
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scale; life expectancy more than doubled; technology linked nearly every human on 
the planet and reached out to the outermost limits of the Solar system. 

Still, for the number of lives it has improved, the biggest deal has been the rise of 
average incomes in every corner of the globe. Greater wealth for everyone must is a 
lot more important than landing men on the moon or tracing the human genome or 
discovering quantum mechanics. 

Prosperity is a very recent achievement that distinguishes the last 10 or 20 
generations from all of their ancestors. In 2016, the average GDP per capita 
was 14,574 international-dollars —  more than 10-times the average of 
the past. [Ourworldindata.org, emphasis added]1

In the past century the wealth of the wealthiest group of nations, the USA, 
Canada, Australia and New Zealand has grown 600 percent. The wealth of the 
middle income countries of East Asia has grown 800 percent. Even the wealth of 
poorest group (Africa) has nearly doubled the past fifty-years.

Yet this greatest of all benefits is scarcely celebrated. There are no Nobel Prizes for 
creating world-wide wealth. Why? Perhaps it’s because government leaders regularly 
claim the credit. But there’s no reason to believe them: governments only re-distrib-
ute other people’s wealth. 

1.  “Prosperity is a very recent achievement…” https://ourworldindata.org/economic-growth retrieved Feb-
ruary 2019
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Perhaps it’s because the precise origins of our good fortune resist a simple attribu-
tion. Economists have argued for decades about the reasons for the take-off of 
growth at the end of the 1700s that spread world-wide in the late 1900s. It may 
have been due to the spread of entrepreneurial capitalism and the deepening of the 
stock of capital, or; to the improvement that better technology and management 
brought to labor productivity, or; to modern institutional development beginning in 
the West, or; to cultural changes that raised the status of bourgeois morality, busi-
ness, innovation and hard-work. Many economic historians are inclined to give some 
credit to all of these.2

Still, these theories attempt to explain the sudden spread of wealth, not the mech-
anism for creating wealth. Here things are a bit (not a lot) simpler. The mechanism 
was first identified by the Scot philosopher Adam Smith in his book “The Wealth of 
Nations”, published in 1776 just at the time the great growth spurt was about to be-
gin in the West. 

Prosperity, in Smith’s book is due to enterprise and trade. Firms in competitive 
markets use the liberation of exchange — that is, trade, whether with other mer-
chants, with other towns or with other countries — to dramatically improve, and 
profit from, their own efficiency and the efficiency of their exchange partners. It’s 
that simple. But there are dramatic pay-offs. Efficiencies due to specialisation and 
scale – enforced and refined by trade – offer gains to both sides of every exchange. 
As a result of international trade over the past century the rich have (mostly) grown 
richer, and the poor grown richer, too. Sometimes, by an even bigger margin.

“Enterprise and trade” are abstract categories. In reality, when we say trade has 
enriched the world we are referring to the added-value that arises from the trading 
activities of firms. When trade and competition (and opportunity) forces improve-
ments in the management and operations of firms at increasing scale their pro-
ductivity rises. Many other things going on in the background, especially in non-pro-
duction services such as education, health and so forth enable this higher productiv-
ity. Still, the higher productivity firms    re the key to national wealth. On a secular 

2. “Many economic historians…” Robert Solow and Trevor Swan developed the best-known model 
of growth based on technology’s contribution to productivity. It was later extended by Paul Romer 
among others to include human capital. Douglas North and many others including Daron 
Acemogulu have emphasised the importance of institutions. Dierdre McCloskey is the strongest ad-
vocate of the importance of ideas such as the higher status of bourgeois values. All of these authors 
have published introductory or popular accounts of their work.
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time-scale this is where the great prosperity comes from: what the economic histor-
ian Dierdre McCloskey calls “trade-tested betterment”.3

Which firms? In an open market the gains from trade are widespread. Any firm 
whether an importer or an exporter or a firm that relies on imported supplies or ex-
port outlets – and all of those firms’ competitors and cooperators gains. The benefits 
that they each win then flow to the households that own the firms (perhaps through 
the equities market), op that buy from them, or that supply their labor. 

Still, surprisingly few firms have the management skills, resources and determina-
tion to trade internationally on their own behalf. Only 4-8 percent of firms in the 
United States and Australia export. A still smaller proportion — less than half of one 
percent — typically accounts for almost all of a country’s exports4Many of the later 
are multinational enterprises (MNEs) that have investments and operations in more 
than one country. According to the UN, MNEs’ around the world operate the produc-
tion and exchange ‘value chains’ for over 80 percent of international goods trade5

MNEs are the backbone of globalisation devising, producing and delivering the 
growing wealth and technology that has enriched the whole world. They number in 
tens of thousands and are a very diverse group of enterprises. Apart from their struc-
tural similarity, they share no essential character and have no single voice. 

Still, for most of the past century, ICC has been their most prominent representat-
ive.

3. “Trade-tested betterment...” in her massive three volume history of modern growth. McCloskey, 
The Bourgeois Virtues: Ethics for an Age of Commerce. The “exordium” (introduction) of the third 
volume “Bourgeois Equality: How ideas, not capital or institutions, enriched the world” (University of 
Chicago Press, Chicago, 2016) is available on-line at http://www.deirdremccloskey.com/docs/pdf/Bour-
geoisEquality_FFFFrontMatter.pdf (accessed February, 2019)

4. “Surprisingly few firms...” Of the 5.5 million firms operating in the United States in 2000, just 4 
percent were exporters. Among these exporting firms, the top 10 percent accounted for 96 percent 
of total U.S. exports (data from Bernard et. al. “Firms in International Trade”: https://www.nber-
.org/papers/w13054). In Australia the Bureau of Statistics data for 2014 (Cat. 8167.0) shows that 
the proportion of exporting businesses in 2014 was 7.9 percent. It has been around this level for at 
least a decade. As in the USA, there is a high degree of concentration: some 85% of goods exports 
were due to 276 firms accounting for just 0.5% of all exporters.

5. “According to the UN...”. This data, based on trade in value-added, comes from the UNCTAD 
Trade and Investment Report (2013), Summary p. X.
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The Argument: ICC’s Century

It’s time to say a little more about the International Chamber of Commerce, by 
way of introduction, and about the two main threads of this history.

The ICC is the only international organisation, public or private, whose history 
now spans the two historical periods of market globalisation and, potentially, their 
aftermath in the 1920s and the 2020s. 

Despite its name, ICC is not a federation of the civic business groups that most 
people recognise as Chambers of Commerce. It is not a "Chambers' chamber". (By 
the way, there is such an organisation created by, and linked to, the ICC called the 
"World Chambers’ Federation" or WCF.) 

Rather, the largest firms and national business associations in some 100 countries 
have set up national chambers of commerce just to take part in ICC. The associations 
that participate in these national chambers count many smaller firms among their 
own members. For example, they might be national associations of manufacturers or 
employers. As a kind of international federation of these national chambers,  ICC 
counts as members, world-wide, about six million firms, association executives and 
academics and even some regulators6

The firms that comprise the ICC national chambers almost always have some in-
ternational presence or at least an international perspective since neither competi-
tion nor supply stops at the border. Still, the largest, most influential members of na-
tional chambers are likely to be MNEs with wholly-owned investments or affiliates in 
several countries. Some of these companies belong to several of ICC’s national cham-
bers. Their executives usually provide the leadership of ICC. 

Does this make ICC the ‘mouthpiece’ of the MNEs? To an extent, yes. But MNEs 
are diverse: they are spread around the globe in almost every line of business. They 
tend to have only a small number of interests in common; often just basic philo-

6. “Some six million firms…” See, for example https://iccwbo.org/media-wall/news-speeches/3-ways-
business-is-promoting-human-rights/ It’s an estimate rather than a count; it changes all the time.
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sophies such as free enterprise, open markets, and social responsibility. It’s no sur-
prise to find that these have been the core ICC policies from its foundation. 

Two threads

This history of ICC’s century traces two threads:

• First: the history of world trade relations over the century, spanning two 
distinct periods of market globalisation that occurred before the Great War and in 
the last decade or so of the 20th century

• Second: the political economy (for want of a better term) of the ICC as 
an international business organisation concerned both with the private as well as the 
public interests of their Members in world trade.

1. A HISTORY OF TWENTIETH CENTURY TRADE RELATIONS

Because ICC is the oldest and most prominent institution representing the 
(mostly) multinational businesses that create and conduct world trade, its story 
closely tracks the events that shaped world trade over the century. 

It’s a story about the expansion of what could be called an “international market” 
from a geographical centre on the Atlantic in the first pre-War era of ‘globalisation’ 
to the world-wide market that characterised the second episode of ‘globalisation’ in 
the last decades of the 20th century. 

It is a story of widening geographical horizons for business and governments; of 
rising expectations, and; growing global prosperity. It is also a story of economic re-
versals, regulatory mistakes, policy and military conflicts and institutional failures. 

Despite the policy turmoil of the 20th century — and some retrenchment in the 
troughs and peaks of economic and strategic crises — ICC stayed attached to the 
ideals and practice of free enterprise, open markets, non-discrimination and what 
we could call the social self-responsibility of business. If that makes this sound more 
like a moral fable rather than an objective history, it is worth recalling that those val-
ues were never guaranteed to succeed. By the end of the century, we owed a great 
deal to their gradual ascendency. 
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The only published history of the ICC is a reminder of the jeopardy those ideals 
faced in the 20th century.  George Ridgeway’s “Merchants of Peace” appeared in 
1938 on the eve of the Second World War.7 It concludes with a bitter reflection on 
the betrayal of these hopes and ideals. Narrow nationalism, discrimination and milit-
arism were then tearing apart the fabric of world trade just as they had done in 
1914.  The heroic efforts the Chamber had made over twenty years to overcome the 
devastation of the Great War and the economic rout of the Depression seemed, then, 
to have come to little or nothing.  

Still, the ideals of free enterprise and open markets not only survived the mid-cen-
tury firestorm; they triumphed. When peace returned in 1945, they became the 
foundations of the post-war settlement and of the institutions of the United Nations 
and the “Bretton Woods” economic system. ICC is one of the few international or-
ganisations still around that assisted at the birth of that new world.

By the close of the 20th century, almost all governments had formally accepted — 
for example, by accession to WTO — the proposition that openness to trade and in-
vestment is closely associated with stronger economic growth. It is by no means a 
starry-eyed view that the still-rising prosperity of billions of people in the early 21st 
century is due directly to the persistence and world-wide spread of the market and 
enterprise ideals upheld by ICC. 

Then, if we turn from the progress of trade ideals to the mundane practice of 
trade, we find that MNEs — the heart of the ICC membership — have proved to be 
one of the most valuable ‘technologies’ of the past century. Improvements in our un-
derstanding of trade data over the past few years have shown that the network of 
value-chains organised by MNEs and their myriad affiliates account for almost all 
world trade. 

Around four out of every five dollars worth of goods and services that move across 
an international border flow through one of these networks. MNE's also make almost 
all the one-and-half trillion dollars of foreign direct investments world-wide. These 
companies can claim to be the vectors of much of our modern prosperity.

2. PUBLIC INTEREST AND PRIVATE INTEREST

 The second thread of ICC’s history traces synergies and tensions between the 
private interests of businesses — in profits mostly, but businesses sometimes also pur-

7. Ridgeway, Merchants of Peace. Now long out of print.                                                                      
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sue the personal interests of business leaders — and the public, social values that 
trade and commerce serve. 

These public interests for example in growth, peace and human and technological 
development, necessarily comprise the mandate of institutions such as ICC since 
they sum up the collective interest of all Members including those that are competit-
ors in private business.

Still, the public benefit, however great, cannot be the motive of a private business. 
The full receipt for the idea of ICC and for its gargantuan early efforts on behalf of 
European reconstruction has to take account of the private interests of the bankers 
and industrialists who were ICC’s founding members. ICC’s contributions to a resol-
ution of official debt and reparations disputes in the early 1920s and its muted first 
response to United States’ protectionist commercial policies in the early 1930s also 
strongly suggest a coincidence and conflict (respectively) of private interest. 

Later in the century, the conflict between private and public interests became con-
tentious in the era of self-determination and de-colonization. Governments of newly 
independent economies, suspicious of capitalism, often lost sight of the potential for 
aligning the private interest of MNE investors with the public interest in the efficient 
development of their economies. ICC produced some of its most valuable innova-
tions in the form of codes of investment and business self-regulation that helped 
both sides re-discover the alignment. Then, again after the 1970s, ICC’s members 
deployed a similar strategy of transparency, accountability and self-regulation in an 
effort to mitigate widespread skepticism about the private respect of MNEs for public 
environmental values. 

In some respects the strategy of aligning private interest to public values has gone 
too far. Some MNEs, no doubt reflecting the personal views of senior managers, are 
now more or less captives of the environmental NGOs and their contentious claims 
and programs.

The interplay of the private and public interest of its members has affected ICC’s 
activities and structure, too. By the 1990s, the number and diversity of MNEs, and 
the emergence of large state-owned MNEs in Asia and Europe, had weakened ICC’s 
claim uniquely to represent the public interests of international business. Other or-
ganisations competed to express those interests. Some emerged in specific domains 
such as the environment or intellectual property. Others, such as the World Eco-
nomic Forum (Davos), attracted intense business and government attention with 
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conferences on “strategic” issues of global governance.  Most important, these organ-
isations offered senior executives a prominent personal role. 

The private interests of MNE executives, whether distinct from or as an expression 
of, the interests of their firms, gave momentum to “CEO-driven” initiatives of inter-
national business. In the “20-teens”, ICC hurried to diversify its offer to MNEs, creat-
ing its own CEO-led initiatives, to some extent in conjunction with “competitors” 
such as the World Economic Forum.

This ‘second thread’ of ICC’s history, unlike the first, does not lead to a judgment 
about the contribution of ICC activities or business’ private interests to global wel-
fare. It is just a fact about the world that trade and investment have immense public 
value in aggregate but are essentially private activities. 

It is always in the interests of society that there should be private rewards for en-
terprise of a kind and scale that ensures the public rewards of growth and develop-
ment will follow. But how to make, or even describe, that balance between the in-
centives and the results is a hard question. It is best answered — experience and the-
ory agree — by allowing competitive markets to create incentives for, and to discip-
line, private interest and to distribute the gains to the ultimate stakeholders: house-
holds. 

ICC, to its credit, has upheld these market principles on behalf of international 
business through some of the most difficult times of the past century. But, oddly, it 
was not clear for some time after ICC’s foundation whether it would finally do so. To 
understand how these principles became established in the ICC, despite marked dif-
ferences of economic philosophy in the early leadership group, we need to revisit the 
Chamber’s origins in the shattered world economy of 1919.                                         
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A: The world before the Great War
Good ideas suggest themselves more than once. The first idea for an International 
Chamber of Commerce emerged in a world whose ideas are still familiar to us, yet 
whose horizons were very different from ours. For one thing, almost all international 
business took place across the north Atlantic.

A century ago, before the Great War, 'international business' was an exciting new 
idea. Changes in technology and a stable payments system based on gold had helped 
it to spread through MNE investments. For the first time, markets started to ‘global-
ise’. 

Doing business across borders was not new, of course. Merchants had traded with 
distant markets for centuries: well before 'nations' emerged as political entities. Also, 
ventures we would recognize as a business have managed foreign branches for cen-
turies. For example, banking houses operated in both Northern Italy and Southern 
Germany in the 1500s. The chartered trading companies of Portugal, Spain, Nether-
lands and England launched merchant ventures around the globe in the second-half 
of the 1600’s, supported by private 'joint-stock' capital. Some of them coordinated 
their operations internally through a management hierarchy.8  Some even developed 
remote data-management to anticipate the needs of distant customers. 

But international business in the pre-War decades was different from the trading 
companies of earlier centuries. Advances in transport and communications around 
the turn of the 20th century transformed the organisation of firms and their relation-
ships with customers. Thanks to faster and more reliable communications, for the 
first time the head office of a firm could interact with international customers. Man-
agers were able to coordinate and control the activities of the firm in remote mar-
kets. It was the beginning of what we now call 'globalisation’.9

8. "Some of them coordinated their operations internally…" There is an academic debate on the 
nature and degree of management coordination in the chartered trading companies. The orthodox 
view — that they did not resemble modern businesses — is put by Wilkins, ‘European and North 
American Multinationals, 1870--1914: Comparisons and Contrasts’. Evidence for the contrary argu-
ment is discussed by Carlos and Nicholas, ‘Giants of an Earlier Capitalism: The Chartered Trading-
Companies as Modern Multinationals’.
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New or refined transport technologies shrank distances and cut costs. Better en-
gines saw coal-fuelled freighters match and then better the speed and cost of sailing 
ships on inter-continental routes.10 Expanded rail networks linked inland producers 
and consumers to ports, and hence to other countries and continents. The Suez 
Canal, which opened in 1869, had cut the distance between London and Bombay al-
most in half.11 But inland transport costs fell even faster than oceanic transport costs. 
As a result, combined rail and ocean transport charges from Chicago to Liverpool fell 
by almost 20 per cent between the 1870s and 1913.12

More reliable international telegraph communications became available after the 
1870s thanks to improvements in ocean cable technologies.13 From 1907 a radio-
telegraph service was available across the Atlantic. The new networks carried prices, 
quotations and customer orders around the world in a flash. They transferred credit 
and capital at the same speed. 

Lower costs and faster turnover meant higher volumes of international business. 
But this was not the most profound effect of the improvements in transport and 
communications. There was also a structural impact on international business. What 
we now call a ‘global supply-chain’ appeared for the first time.14 Firms found it was 
no longer essential to locate production where the customers were. They could now 
centralise production in large-scale, efficient, facilities co-located with essential sup-

9. "The beginning of what we now call 'globalisation’…” This idea is due to the economic historian 
Paul Bairoc: "Strictly speaking a truly global economy is one dominated by transnational firms and 
financial institutions, operating in world markets independently of national boundaries, national 
political objectives and domestic economic constraints”: Bairoch and Kozul-Wright, ‘Globalization 
Myths: Some Historical Reflections On Integration, Industrialization And Growth In The World 
Economy’.

10. "Better engines…" See Bernstein, A Splendid Exchange: How Trade Shaped the World. Chapter 
12 and Figure 12-1 especially, which illustrates how the "break-even" point between the cost of sail 
and steam transport changed over the last half of the 19th century.                                                   

11. "The distance between London and Bombay…" ibid. from 11,500 miles to 6,200 miles. It also 
doomed sail since the speedy clippers, used until then on the India and China trades, had to be 
towed each way through the Red Sea doldrums

12. "Fell by almost 20 per cent in the period between the 1870s and 1913…" Most of the cost re-
ductions was due to the rail freight savings. See: Daudin, Morys, and O’Rourke, ‘Globalization, 
1870-1914 The Cambridge Economic History of Modern Europe. Volume 2. 1870 to the Present’.

13. "After the 1870s, the telegraph…" Bernstein, A Splendid Exchange: How Trade Shaped the 
World. especially Chapter 13 and Allen, Global Economic History: A Very Short Introduction., 
Chapter 3.                                                          
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pliers including production and on-production services. From this central location — 
for example in the Allegheny and Ohio valleys or the Ruhr valley — they could serve 
customers spread across the globe. In other words, decisions about where to produce 
and decisions about whom to serve were ‘unbundled’ for the first time.

Producers and consumers, alike, were enthusiastic about the new technologies 
and the new horizons for commerce. The great International expositions ('World 
Fairs’) celebrated international business, technology and growing prosperity. Chicago 
(1893), Paris (1900), St Louis (1904), Liège (1905) and Milan (1906) held fairs. 
They drew huge business and popular attendance, building global brands for the 
first time.

A spirit of "internationalism" was spreading. Imperial sentiment — on display at 
the Expositions, certainly — flourished in many colonies and in some metropolitan 
capitals. But the age of European empires was coming to an end. The British histor-
ian G. P. Gooch, in his popular "History of our Time" (1913) observed a new, wide-
spread, sentiment of social integration. that was bound to have political con-
sequences.

"The most striking outward feature of the history of the last generation is the 
shrinkage of the world…The curtains which hide its secrets are being raised 
one by one. Lhassa was invaded in 1904, the North Pole was reached by Peary 
in 1909, the capitulation of the South Pole is within sight. Man at last knows 
his home. As the world contracts the human race grows more conscious of its 
unity. Ideas, ideals, and experiments make the tour of the globe. Civilization 
has become international… " 15

                      

14. A ‘global supply-chain’ appeared for the first time…" The features that distinguish the 'first 
globalisation' of the world economy in the period 1870-1914 and the 'second globalisation' at the 
end of the twentieth century have been called 'unbundlings' by the trade economist Richard Bald-
win: "Rapidly falling transportation costs – a trend which has been going on since the late 19th 
century – caused the first unbundling, namely the end of the necessity of making goods close to 
the point of consumption. More recently, rapidly falling communication and co-ordination costs 
have fostered a second unbundling – the end of the need to perform most manufacturing stages 
near each other. Even more recently, the second unbundling has spread from factories to offices 
with the result being the offshoring of service-sector jobs. In a nutshell, the first unbundling al-
lowed the spatial separation of factories and consumers. The second unbundling spatially un-
packed the factories and offices themselves.” See: Baldwin, ‘Globalisation: The Great Unbundling 
(S)’.

15Gooch, History of Our Time: 18850-1913.                                                                                        
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Gooch noted that democracy and the rule of law was spreading throughout the 
world. Popular democratic movements advocating self-determination had taken hold 
in China, India, Egypt and Philippines. Some progressive democracies had estab-
lished women's right to vote. 

The sprit of internationalism meant that people in many regions of the world had 
a sense of living in a global society. Individuals and civil groups recognised and acted 
on shared global interests. International Peace Congresses in the Hague in 1898 and 
1907 adopted anti-war conventions that attracted near universal adherence — on 
paper. They created a Permanent Court of Arbitration intended to resolve interna-
tional disputes. Social democratic politics seemed, to some, to divert international 
socialism from revolution to reform. Labor parties in Europe, the Americas and Aus-
tralasia advocated "minimum standards of education, health, and leisure…  and lag-
gards are brought into line by the international-meetings and agreements" (Gooch). 
The modern Olympics established sport as a shared international culture. Rockefeller 
and Carnegie discovered the power of international philanthropy to pursue social 
concerns… and to polish their reputations.

There was widespread optimism, too, about the growth of knowledge. Advances 
in travel and communication that helped international business also served interna-
tional science. Discoveries over little more than a decade before the War created the 
foundations of modern technology and science. The Wright brothers made the first 
flights in a machine heavier than air in 1903. A year later the US granted a patent 
on the ‘wireless telegraph'. Biologists discovered viruses and re-discovered the ge-
netic basis of heredity. Physics seemed almost to have reached a summit. Investigat-
ors discovered gamma rays, solved the puzzle of electromagnetic radiation and 
measured the speed of light. Einstein developed the theory of special relativity and 
Plank the foundations of quantum mechanics. 

o00o

The Gold Standard

The medium of international exchange is currency, not gold. The “Gold Standard” 
was a simple, transparent anchor for currencies that made the intense exchanges of 
the first globalisation possible. It operated, at least in principle, without intergovern-
mental agreement and placed limits on the freedom of governments to manipulate 
their own currencies. So it had an attractive logic for business. But it never worked 
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as it was supposed to work and created a lot of mischief, until governments finally 
stopped pretending they would be ruled by it.

At first, the progressive adoption of a ‘Gold Standard’ for national currencies before 
the Great War supported the growth of trade and foreign investment. It brought sta-
bility to exchange rates and, in principle, balance in countries’ external accounts.

Under the Gold Standard, a currency’s value was linked to a fixed weight of gold. 
This made it more difficult to manipulate the exchange rate in order, say, to increase 
the competitiveness of exports. The Gold Standard was like a world-wide "single cur-
rency" area.

In principle, the Gold Standard also contributed to international economic stabil-
ity by limiting external payments deficits and surpluses. The standard bound Central 
banks had to cover their liabilities — the paper money on issue — with a sufficient 
amount of gold. To balance their gold accounts they had to balance gold in-flows 
and out-flows due to external payments. 

In deficit countries, the central bank would balance its accounts by lifting interest 
rates. This would attract more gold from abroad because the higher interest created 
an incentive for foreign purchases of domestic assets. The higher rates would also 
slow economic activity, slowing imports and the deterioration in the current account. 

In a surplus country ‘gaining’ gold, the inflow would lead to an appreciation of the 
currency. In other words, the gold flow would depress the currencies of trading part-
ners. But currency appreciation cuts exports (gold inflows) because their prices rise 
in export markets while it boosts imports (gold outflows) because their price falls. In 
sum, the trade account would head back to balance. 

But, in reality, the Gold Standard put less pressure on surplus than on deficit 
countries. It created incentives for “beggar-thy-neighbor” policies that are the enemy 
of global growth.16                                                                 

16. The Gold Standard put less pressure on surplus than on deficit countries…". The Gold Stand-
ard focussed on external (‘current account’) balances. Governments did not have to achieve in-
ternal economic balance (demand, wages, interest rates). Yet, in a trading economy, the two bal-
ances are linked. In a recession, governments would restrict imports to boost employment and do-
mestic demand. Such second-best policies protected their own gold accounts. But they offloaded 
the burden of their internal imbalance to their trade partners. In theory, the ‘rules of the game’ 
(Keynes’ term) put equal pressure on deficit and surplus economies to return to balance. In prac-
tice, this was not so. You will find detailed explanations can in many standard international eco-
nomics texts. such as Krugman and Obstfeld, International Economics. (Chapter 18)                          
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International trade credits and finance facilities before the Great War were soph-
isticated but dominated by the City of London.17 There, the Bank of England 
provided re-discount facilities to local banks that greatly added to the depth of the 
trade-credit market. The United States was the largest industrialised economy, in 
1913, and the largest trader. But it had no central bank: Congress created the Fed-
eral Reserve only in that year. US law also prohibited national banks from offering 
trade finance or operating foreign branches. 

But private US banks such as J.P. Morgan and Lazard Frères were not so con-
strained. They had established active foreign branches. Morgans bank was especially 
influential (as we will see) and played an influential part in the creation of ICC.18

o00o

Markets and trade

Economic prosperity in Europe, Japan and North America had never been greater 
than in the decade before the Great War.  By 1913, there had been more than four 
decades of peace between the major European powers; a respite not seen for centur-
ies.  The economies of Western Europe grew by two and a half times between 1870 
and 1913 as their capital stock, industrial production and trade multiplied. In that 
year, the United States economy was more than five times as large as it had been in 
1870. It was, by far, the largest in the world at twice the size of the UK, China or In-
dia. By 1913, too, the USA had (just) supplanted the UK as the wealthiest economy 
in the world on a per capita basis. 

World economic growth in the period 1870-1913 averaged more than twice the 
rate seen in the mid-19th century.  Better transport and communications meant that 
countries in Africa, Asia and Latin America also participated in the growth of the in-
dustrialising "North". They found stronger markets for their commodity exports such 

17. "International trade credits and finance facilities…" details are available in Eichengreen, Exor-
bitant Privilege: The Rise and Fall of the Dollar and the Future of the International Monetary System.

18. Morgans bank was especially influential…" Both Eichengreen (2011), op.cit. and Tooley, ‘Mer-
chants of Death Revisited: Armaments, Bankers, and the First World War’. have details on the pre-
War activities of Morgan’s bank from different perspectives. Tooley’s historical review contends 
that "the whole array of financial arrangements of the inter-war period, from the Paris Peace and 
reparations to the Young Plan to the trade wars of the 1930s revolved around the names of Mor-
gan, the Rockefeller interests, Kuhn, Loeb & Co., and related banking and commercial concerns". 
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as fibers (cotton, jute, wool), minerals and oil, grains and tropical produce (rubber). 
Lower prices for imported manufactured goods also boosted their incomes.

o00o

Fragile globalisation

ICC’s century begins and ends in a period of business-driven market globalisation. 
But the first globalisation — before the Great War — was not like that of the late 
twentieth century.  There were two big differences. First, the mechanisms of market 
integration were weaker in the earlier period: market prosperity did not spread as 
fast or as far. Second, the globalisation of markets before the Great War was more 
fragile than it would be in the late twentieth century.

The expansion of European empires in the 19th century had helped construct the 
shipping routes, communications links and international market where global supply 
chains began to spread in the early twentieth century. But two fifths of world trade 
in the period 1870-1913 took place within the bounds of Europe. Foreign direct in-
vestment flows echoed this tight regional focus. Half of all German and French in-
vestment abroad found a home in another European country.

Output in Europe, the Americas and Australia/New Zealand more than doubled 
between 1870 and 1913: their annual growth rates were 2−4 per cent. But the rest 
of the world grew more slowly.  There was some benefit to Africa and Asia, (espe-
cially) from the spurt in Northern growth. Their growth rates were much higher 
than in the previous half-century. Still, they were only a fraction of the industrialized 
country rates. In Africa, about 1.3 per cent per year. Less than one per cent in India, 
and little more than 0.5 per cent in China. Over the four decades to 1913, the eco-
nomies of Asia (other than Japan) and Africa increased in size about 1.6 − 1.7 
times.   

The second difference between the two eras of market globalisation is still more 
important than the first for this history. The fragility of globalisation before the Great 
War was due to the weakness, or absence, of supporting international institutions 
that would, for example, bind governments to keep markets open. As we will see, 
this was a problem that not even the energetic members of ICC could fix.

Before the Great War, institutions that, today, structure and secure international 
exchange today did not exist. Inter-governmental co-operation was narrow and shal-
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low. London had housed a sophisticated market for international trade finance for a 
century. European governments (and many outside Europe) had adopted a form of 
gold standard that effectively created an exchange union. But there was no global 
collaboration on the management of debts, money or exchange rates. The US did 
not have a central bank. Few governments had well-developed statistical services 
and national accounts were unreliable. Governments had limited information about 
the state of the markets and little information even about the impact of their own 
policies. 

A rash of trade agreements in Western Europe followed the ground-breaking Cob-
den-Chevalier tariff-reduction treaty between the UK and France in 1860. But they 
were a tangled network of bilateral promissory notes. They somewhat guaranteed 
most-favored nation (MFN) tariffs among countries in the region. (An MFN tariff is 
one that levies the identical duties on imports from all trading partners.) For a while, 
they held tariffs in check. But everywhere except the UK and Netherlands (zero and 
3 per cent duties) the trend between 1870 and 1913 was to higher levels of protec-
tion. Tariffs reached average levels in the range of 20 per cent. In the USA, the tariff 
— imposed since the Union victory in the Civil War — averaged more than 40 per 
cent until October 1913. Then it fell to an average of 25 per cent on the day that 
Congress imposed a permanent Federal income tax (marginal rates of 1 − 7 per 
cent). The economic historian Paul Bairoch described international markets in 1913 
as "islands of liberalism surrounded by a sea of protectionism".19  

Firms and private associations played the leading role in making and even man-
aging markets. Private foreign investment in transport (railways, steamships) and 
telecommunications (telegraph, radio) enabled international market integration. But 
regulations did not guarantee the competitiveness or transparency of markets. Gov-
ernments were not bound by treaties to treat foreign investments or imports in a 
non-discriminatory manner. Instead, capital industries (iron and steel, coal, chemic-
als), shipping and communications relied on industry cartels to eliminate price and 
production risks by fixing both by agreement among members.  

19. “Islands of liberalism...” Bairoch and Kozul-Wright, ‘Globalization Myths: Some Historical Re-
flections On Integration, Industrialization And Growth In The World Economy’.

petergallagher.com.au  (March 2019) 20



o00o

The first proposal for ICC

The sixth International Congress of Commercial and Industrial Associations, in Paris 
in June, 1914, first came up with the idea. 

The Congress was a large, loose collaboration of business groups from both sides 
of the Atlantic. One of the many expressions of pre-war “internationalism”. Its pur-
pose was to “facilitate the commercial intercourse of nations”. The first meeting took 
place at the initiative of the Belgian hosts of the 1905 International Exposition in 
Liège. Like the Expositions, the Congress was an expression of the new world of in-
ternational business. It helped to build the networks that were the arteries of inter-
national business. Harry A Wheeler, president of the newly formed US Chamber of 
Commerce, declared that the Congress "… signifies to us a recognition of a world 
inter-dependence".   It’s a phrase that still strikes us as contemporary.20

Although their focus was commerce, the delegates at the Congresses comprised 
two ‘classes’.  The first comprised government officials who, under the Rules of the 
Congress did not vote on resolutions. Second, were the representatives of firms, in-
dustries and trading associations. These members paid a small subscription fee and 
were entitled to vote. About 300 people participated in the first Congress. They rep-
resented chambers of commerce and industrial associations from 15 countries of 
Europe, Latin America and Japan. Representatives from an even broader range of 
governments participated. They included China, Persia, Turkey, Russia and the USA.  
Attendance had grown rapidly at meetings held in Milan, Prague, London and Bo-
ston in the following years. Heads of State and Ministers of government soon offered 
their patronage. Political leaders offered their patronage. US President Howard Taft 
was Honorary Chairman of the Fifth Congress in Boston in 1912. French President 
Raymond Poincaré took a similar titular role at the Sixth Congress in Paris in 1914.  

In June of the year the Great War began, more than one thousand delegates atten-
ded the Sixth International Congress. Assembled in the Grand Amphithéâtre of the 
Sorbonne University in Paris, they debated ways to cut the costs of trade.21 They 
wanted governments to harmonise the use of consular invoices. (These were tax-
stamps on a consignment note, required by some customs authorities).  They pro-

20. “Recognition of a world inter-dependence...” Speaking in at the Congress in Boston in 1912. 
Quoted in Ridgeway, Op. Cit. Ch.1
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posed ways to ensure the validity of certain bills of lading. They suggested Post Of-
fices should simplify and cut postal fee schedules. They saw benefits in international 
regulations on the use of bank cheques. They complained of the differences in calen-
dars and time-zones between countries. They discussed the possible use of gold re-
serves to avoid financial panics. They wanted international arbitration of commercial 
disputes, including disputes between firms and governments. 

The Congress had a Permanent Committee, located in Brussels. It organised the bi-
ennial events and brought their resolutions to the attention of governments. Com-
mercial organisations from participating countries could nominate delegates to the 
Permanent Committee. Edward Filene, its Vice-President, was a leading member of 
the Boston and US Chambers who later played a key role in the foundations of the 
ICC.  But records of the Congress suggest that the Permanent Committee had only a 
small advocacy role. It did not have the necessary resources or continuing connec-
tions with national commercial associations. Instead, it was up to individual national 
associations to seek action from their governments.

Congress delegates in Paris were aware their Committee needed more authority 
and funds to do its job. Perhaps the majestic interior of the Sorbonne Amphithéâtre 
inspired them to take the next step. Perhaps it was the internationalist spirit radiated 
by the Metropolis of Light in that last summer of the Long Peace. Whatever the case, 
the delegates ignored the political storms gathering around them in Europe. They 
created an Organising Committee to prepare for a permanent international business 
organisation. That permanent organisation, they decided, would meet for the first 
time, two years thence, in Brussels. 

Within weeks, the German artillery demolished these plans. But the idea of a per-
manent organisation remained alive through the War. As we will see, the Organising 
Committee eventually met, in very different circumstances.

o00o

21. “They debated ways to cut the costs of trade...” Details of the Sixth Congress are taken from 
Ridgeway (ibid.), from brief reports in the New York Times of June 9 and June 10, 1914 and from 
a longer report “American Business Men Become World Leaders” by Edward Marshall published in 
the NY Times on July 26, 1914. 
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Nationalism and internationalism in the USA

The next few chapters dive into the details of the foundation and early operations of 
the ICC. In case you’d like to skim — or even skip — that detail, this chapter 
provides an overview. It sketches the politics that drove some large US businesses — 
banks especially, but also industrialists — to set up the ICC. The new organisation 
also decided to pursue some public-interest goals and innovations in international 
trade infrastructure (see “The London Congress”).

o00o

We can read ICC’s history in the two decades between the Wars as an attempt by US 
business and their European counterparts to work around an unresolved struggle in 
the contemporary political economy of the US.22 To simplify: on one side were the 
liberal internationalists. They included the Wilsonian Democrats and some large US 
industries and banks. On the other side, were the mercantilist ‘isolationists’ among 
Wilson’s Republican successors backed by the majority of US business and agricul-
ture in the 1920s and 1930s. 

The creation of ICC can be seen as an attempt by the US internationalist camp to 
secure progress on issues that it found difficult to win at home through a high-pro-
file collaboration with European business and governments. In some respects the 
strategy was a success, winning US support for European reconstruction, the man-
agement of war-debts and a helping resolve a destructive confrontation over war-re-
parations. But the collaboration was tenuous on other points where France, espe-
cially, did not share the US internationalists’ liberal views. ICC carried the banner of 

22. “An unresolved struggle...” There was an extensive re-examination of the contradictions of US 
foreign and domestic economic policies from Wilson to Roosevelt by foreign policy theorists in the 
1970s and 1980s. An early review essay that captures most threads of the debate is Jacobson, ‘Is 
There a New International History of the 1920s?’. An account that deals with the issues and per-
sonalities that also figure in ICC’s history is Frieden, ‘Sectoral Conflict and Foreign Economic 
Policy, 1914-1940’..
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liberal, non-discriminatory, free-enterprise policies throughout the 1920s and 1930s. 
But support for its campaigns was weakened by the Europeans’ frustration at the re-
turn of US protectionism in the late 1920s.

In the decades before the Great War, the American domestic economy prospered 
and capital grew rapidly behind high, but falling, import barriers. The dominant 
tone of US economic policy was enthusiastic nationalism. Many large American cor-
porations had begun to look abroad for markets and investment opportunities. 
United States overseas investment grew gradually from the 1890s until the eve of 
World War I. By 1912, foreign direct investment was quite substantial: about 2% of 
all corporate and agricultural assets. But most  US investments focussed in the Carib-
bean basin.23

The industrial and commodity demand of the allied nations in the Great War 
brought boom conditions to the US economy. It also boosted outward foreign invest-
ment, especially international lending, as US multinationals began to burst into 
European and Latin American markets. Americans held few foreign bonds before the 
Great War: less than 5 percent of total American holdings of non-government bonds 
in 1912. But by 1922 that proportion had more than tripled to nearly 17 percent. 
Europe's asset sales during the war and its diversion of capital to reconstruction af-
terwards cleared the way for many American corporations to expand further into 
Latin America and Asia. Then, after the war, they expanded into Europe itself and 
continued to do so through the 1920s. The growth of US direct investments in for-
eign industrial production and petroleum was especially rapid. Estimates for 1929 
put US overseas direct and portfolio investments at a total of some $21 billion. This 
was equivalent to more than one-fifth of US GNP, a level reached again only in 
1981.24

Yet these international interests were not shared across the US economy. A small 
number of mostly New-York-based banks were deeply involved in international mar-
kets. The petroleum, machinery (especially electrical machinery), automobile, rub-
ber products and chemical industries, too, developed extensive overseas markets and 
investments. These industries accounted for less than one-fifth of US production.25 
The great majority of US industries had no international interests.

23. "About 2% of all corporate and agricultural assets…" See Frieden (1988) op. cit, Table 1

24.”A total of some $21 billion dollars…" ibid.

25 “One fifth of US production...” ibid.
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So it is no surprise that the US political economy was sharply divided after the 
War. One group of economic interests, represented by companies such as those on 
the US Foreign Trade Council, was "internationalist". It supported American entry 
into the League of Nations, US financing of European reconstruction, commercial 
liberalisation, and international monetary and financial cooperation. Another, much 
larger, group was “nationalist”; sometimes called “isolationist”. It opposed the 
League and American financing of Europe. It called for renewed trade protection 
and was indifferent or hostile to global financial and monetary accords.

Each group of economic interests was sponsored by — or ‘captured’ — different 
parts of the state machinery. Economic internationalists built ties with the State De-
partment and the new Federal Reserve System. Led by the international bankers who 
sponsored the 1919 initiative to create ICC, they wanted a more expansive foreign 
policy for the United States, lower tariffs, and American aid for European recon-
struction. They contributed to the creation or leadership of the US Foreign Policy As-
sociation, the Carnegie Endowment for International Peace and the League of Na-
tions Association. They were at the forefront of support for almost every significant 
US foreign economic intervention in the 1920s. For want of access to the League of 
Nations, they often acted through the agency of ICC. They were present at the Ver-
sailles negotiations, at debates on war debts and reparations in capitals, at ICC Con-
gresses and, as ICC Members, at League economic conferences in 1920 in Brussels 
and 1927 in Geneva. They assured an informal US presence in the Reparations com-
mission. They devised the Dawes and Young Plans that helped sort out the repara-
tions mess. They promoted the establishment of the Bank for International Settle-
ments. They lobbied hard in Washington against the US Fordney-McCumber and 
Smoot-Hawley tariffs promoted by the nationalists.

The US economic nationalists in the 1920s concentrated their efforts on Congress 
and Herbert Hoover's Commerce Department. During the 1920s, under the presiden-
cies of Harding and Coolidge, the Commerce Department dominated US economic 
policy. It developed a strong, almost corporatist, relationship with American do-
mestic industry. It promoted industrial exports and primary imports, not overseas 
lending and manufacturing investment. This group was unhappy with foreign com-
petition for capital in the US bond market. Hoover — whose leadership first came to 
international notice as the leader of a huge privately-inspired humanitarian effort to 
stave off famine in post-war Europe — was skeptical about the value of American 
bank loans to foreign competitors: "[A] billion dollars spent upon American railways 
will give more employment to our people, more advance to our industry, more as-
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sistance to our farmers, than twice that sum expended outside the frontiers of the 
United States."26

This divide in US policy and the alignment of US agencies persisted until the mid-
1930s. Depression and eventually World War II weakened the economic nationalists 
and allowed the extended Roosevelt administration to recast policies in a decidedly 
internationalist mould. By the late 1930s, economic nationalists were isolated or ig-
nored, and most relevant decisions were placed within the purview of more interna-
tionalist bureaucracies.

o00o

In the post-war morass of 1919, European governments looking for a more sympath-
etic US response to their continued need for credits and export access to the US mar-
ket to fund were happy to cooperate with the US internationalists. The business 
leaders in this camp were politically sophisticated, well-connected and credentialed 
on both sides of the Atlantic.27                                                                           

Still, in reality, US internationalism did not align well European government or in-
dustry views. French internationalism had little in common with the free-enterprise, 
liberal-trade policies of the US bankers and industrialists. In Europe — especially in 
France since the administrative reforms of Colbert in the 17th Century — govern-
ments licensed and organised production and commerce and supplied most of the 
economic infrastructure. The plans that French Commerce Minister Etienne Clémen-
tel sponsored during the war years 1916-1919 for a post-war integration of allied 
markets in Europe were premised on strict state controls. His successor in the Com-
merce Ministry, Louis Loucheur, advocated cartelization of French and German in-
dustry as a preliminary step to integration at the League Geneva Economic Confer-
ence in 1927. These French proposals ran into liberal American opposition; from 
Wilson at Versailles and from the US, UK and Nordic delegations at the League Con-
ference. 

Still, cash-short French governments needed the alliance with US business liber-
als. Clémentel himself had no hesitation in embracing their offer in 1919 to re-activ-

26. “Hoover himself was skeptical..."The quote is reproduced in Frieden (1988) op.cit. 

27. “They were politically sophisticated; well-connected and credentialed on both sides of the At-
lantic…" A good source for the extent of JP Morgans’ inside dealings in Washington, the Élysée and 
Whitehall is Dayer, ‘Strange Bedfellows: J. P. Morgan \& Co., Whitehall and the Wilson Administra-
tion During World War I’..
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ate the 1914 Paris decision to form a permanent trans-Atlantic business organisa-
tion. But European governments increasingly found American contradictions — free-
market capitalism abroad and mercantilism at home — difficult to live with. 

France was especially offended. The Dawes and Young plans confected by US in-
ternationalists ‘absolved’ German defaults on reparations payments after 1922, fun-
ded German industrial recovery and minimised Germany’s liability to France. France 
had to extend its resort to the US bond market to cover its fiscal deficits28. Then, the 
American ‘nationalist’ camp secured sequential increases in US import barriers that 
made France’s debts more difficult to service. It is easy to imagine that French busi-
ness and government must have felt deceived. French delegations at ICC events 
dwindled after 192329. There were 200 at the ICC Constitutive Congress in 1920 in-
cluding the heads of all of the industry groups in France’s national employers’ feder-
ation (CGPF), and leaders of national chambers of commerce and the banks. At the 
Rome Congress in 1923, there were only 59 French delegates out of a total of 727. 
Only 39 French delegates attended the ICC Stockholm Congress in 1927. In 1928, 
Clémentel wrote in his capacity as Honorary President to all the French national 
chambers deploring the decline in French participation. Only 38 of 159 national 
chambers were associated with ICC.

28."France had to extend its resort to the US bond market to cover its fiscal deficits…"  The State Depart-
ment threatened to veto the Morgans bond issue in 1924 to extract French agreement that the US, 
too, had reparations claims on Germany (!) and to force France back to the negotiating table on a 
settlement of French war-debts. See Rhodes, Kawai, and Wignaraja, ‘Reassessing” Uncle Shylock”: 
The United States and the French War Debt, 1917-1929’. 

29. "Delegations at ICC events dwindled after 1923…"" Data from Druelle-Korn, ‘Un Laboratoire Ré-
formateur, Le Département Du Commerce En France et Aux États-Unis de La Grande Guerre Aux 
Années Vingt.’, 2004.page 328.

petergallagher.com.au  (March 2019) 27



B: Foundation and early influence

The foundations of ICC

The ICC’s second, successful, conception came five years after the first, at a more 
sober meeting hosted by the US Chamber of Commerce. It took place at a resort 
hotel on the Boardwalk in Atlantic City, New Jersey, in October, 1919. The Organ-
ising Committee appointed in 1914 had agreed a few months earlier to launch the 
"permanent organisation" discussed before the Great War. They had also adopted a 
new, more pressing political agenda. 

o00o

Financing reconstruction

An orgy of high-technology bombardment during the War had destroyed a large part 
of Europe’s productive assets. Shipping and supply of basic commodities remained 
disrupted. France had lost a quarter of her factories and farms. Almost one-third of 
her domestic capital assets and half of her international capital assets were gone. 
The UK had lost 15 per cent of its pre-war national capital assets30. It lost a quarter 
of its overseas assets, mortgaged against war loans for the most part. Germany was 
not much damaged by the war. But its reparations bill was half the value of its pre-
war assets (Its its eventual net payments were only a fraction of that.) 

The allies’ priority was recovery and rebuilding.31 But European governments had 
built up unprecedented levels of debt. Owing to the scale of mobilisation for the first 

30. "The UK had lost 15 per cent of its pre-war national capital assets…" The estimates of European losses 
is from Broadberry and Harrison, ‘Economics of the World Wars’.

31. "The priority for all was recovery and rebuilding…" The victorious European allies also wanted retribu-
tion. They wanted reparation of their losses by the vanquished. Most likely they wanted, too, the restoration 
of the political order that had been the basis of their pre-war power. None would prove a wise choice or, in 
the end, prove even to be feasible.
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‘total war’, the European allies were at the start unwilling and in the end unable to 
finance their war from taxes. Instead, they had inflated their currencies, sold inter-
national investments — including some $4 billion of investments in United States — 
and borrowed, chiefly in the United States. 

Before the US entered the war in 1917, the Wilson administration refused to make 
official loans to any of the combatants to protect US neutrality, although it did not 
prohibit trade or private trade finance. Then, after declaring war on Germany in 
April 1917, the US government began to sell "Liberty" bonds to finance its war ef-
fort.32 It loaned some of the proceeds of these bond issues to the allies. By war’s end 
the allies had borrowed total of $10.3 billion33. In 1920, the French "war debt" to the 
United States was slightly more than $3.4 billion and the UK debt about $4.6 billion. 

After 1917, some of the debts incurred by Morgans’ Bank on behalf of their UK 
and French clients during the period of US neutrality were assumed by the US gov-
ernment. Wilson’s Treasury Secretary, William MacAdoo, was forced by UK financial 
exigency in 1917 — but contrary to his view of fiscal propriety and to the directions 
of Congress — to agree to reimburse Morgan’s and other private banks almost half a 
billion dollars from Liberty Loan funds34. 

Still, these huge credits funded European purchases in the United States that 
drove one of the strongest economic booms the US has seen. When the war began, 
the US economy was in recession but by 1918, real GNP was 130 per cent of its 
1914 level35. US mobilisation had helped, but only a third of the growth occurred 
after 1917. The rest was due to the trade and armaments demands of Europe.            

32. "The US began to sell "Liberty" bonds to finance its participation…"  The US financed its war by bor-
rowing from the public (~60 per cent), taxes (~20 per cent) and ‘printing money’ (inflation: ~20 per cent). 
Estimates, including loans from Rockoff, ‘Until Its Over Over There’.

33. "A total of $10.3 billion…" These estimates, including those on French debts, are from Rhodes, Kawai, 
and Wignaraja, ‘Reassessing” Uncle Shylock”: The United States and the French War Debt, 1917-
1929’.

34. "Almost half a billion dollars from Liberty Loan funds…" See the account in Dayer, ‘Strange Bedfel-
lows: J. P. Morgan \& Co., Whitehall and the Wilson Administration During World War I’.

35. "By 1918, real GNP was 130 per cent of its 1914 level…" (Rockoff, 2004) This boost was greater in 
proportion to the size of the economy than the impact of the California gold rush of the 1950s according to 
Broadberry and Harrison, ‘Economics of the World Wars’.
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Then, soon after the Armistice, the US moved abruptly to cut off all official lend-
ing36. It also withdrew from the Inter-allied Council on War Purchases and Finance 
and from participation in the joint committees that managed international commod-
ity supplies and shipping. It rejected, too, a proposal to perpetuate the Supreme Eco-
nomic Council created at Versailles as an agency for interallied economic planning. 

President Wilson had long been skeptical of the European allies’ plans for the post-
war economy37 that, among other things, included punitive trade measures against 
the Central Powers. In his view, government shackles on private enterprise and dis-
criminatory trade agreements were among the causes of the War. The Wilson Cabinet 
argued38 that European governments should cut trade barriers and open their mar-
kets, including capital markets. If they did so, the private sector would step-up with 
the funds, materiel and shipping necessary for reconstruction and for the recovery of 
the defeated Germany. 

o00o

The US withdraws from the League

President Wilson left it too late to compromise with Congress on the terms of the 
Versailles Treaty. So he also lost his chance to join the League of Nations. The mo-
ment epitomised an isolationist trend in the US political economy after the War.

36. "The US moved to cut off official lending…"  This account of US policy on financial credits draws on 
Abrahams, ‘American Bankers and the Economic Tactics of Peace: 1919’.; Hogan, ‘The United 
States and the Problem of International Economic Control: American Attitudes toward European 
Reconstruction, 1918-1920’. and; Rockoff, ‘Until Its Over Over There’. as well as on the Schneider, Le 
Voyage Des Missions Economiques Des Pays Alliés Aux États-Unis et Le Congrès d’Atlantic City. report 
of the Atlantic City conference.

37. "The European allies’ plans for the post-war economy…" These were decided by the Paris Economic 
Conference in March 1916 among the leaders of France, Italy, Russia and the UK. The mandate of the Con-
ference was elaborated by a later meeting (June 1916) chaired by Clémentel as French Commerce Minister. 
It detailed agreements to create a post-war economic alliance to isolate the allies’ markets from those of the 
German-Hungarian alliance by, among other means, discriminating against them in access to raw materials, 
attaching their productive resources as reparations for war damage and imposing a special punitive regime 
on their exports for a period to be defined.

38. "The Wilson Cabinet argued…" See the carefully documented analysis in Hogan, ‘The United States 
and the Problem of International Economic Control: American Attitudes toward European Recon-
struction, 1918-1920’.
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The human costs of the war — almost half as many US casualties in just two years 
as the Civil War, then still within living memory —  appalled the US electorate. They 
had never wholeheartedly supported President Wilson’s commitment to the 
European conflict.  After the war, popular opinion turned sharply against the foreign 
and social policies of the progressive Democrats (Roosevelt and Wilson). Americans 
wanted — like many Europeans — to return to the ‘golden’ days of the 1890s and 
embraced a nostalgic sense of ‘normalcy’39 as advocated by Wilson’s successor, War-
ren G. Harding, during his election campaign.  

In 1919, America’s politics turned conservative. Voters ratified the 19th Amend-
ment to the Constitution (Prohibition) in 1920 and elected three conservative Re-
publican administrations in succession (Harding, Coolidge, Hoover). Above all, they 
were opposed to involvement in the "foreign alliances, attachments and intrigues" of 
which Washington had warned in his Farewell Address. 

In early 1919 the Republican Party, benefiting from the new mood, secured a ma-
jority in both chambers of the United States Congress. Senator Henry Cabot Lodge, 
Republican Chair of the Senate Foreign Relations Committee — an anglophile and 
not an "isolationist" — sought amendments to the Versailles Peace Treaty provisions 
on the League of Nations in which President Wilson had invested so much political 
capital. His argument was about the independence of US policy under the League 
provisions for collective security. The treaties, he said, committed the United States 
to  "entanglement in the intrigues of Europe" — and potentially to foreign wars — 
without the express approval of the United States Senate. He offered amendments 
that would have permitted him to support US membership of the League. But they 
were unsuccessful in the face of stiff White House opposition that, in effect, doomed 
the ratification of the Treaty in the Senate. The US made a separate peace with Ger-
many and absented itself (officially) from the first, unique, institution for multilat-
eral collaboration on peace and, potentially, economic security40.

39. "A nostalgic sense of ‘normalcy…" Harding, Warren G., "Back to Normal: Address Before The Home 
Market Club," Boston, Massachusetts, May 14, 1920. A recording of Harding’s famous campaign speech 
and text extracts can be found at the Library of Congress website http://is.gd/PzdRkh (accessed June, 2013)

40. "Potentially, economic security…" The opportunities for collaboration on trade and monetary affairs 
were ill-provisioned by the Treaty, however; see below.
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o00o

A private enterprise approach

US business leaders, represented by the US Chamber of Commerce, endorsed the 
Wilsonian idea that market opening and the resumption of ‘normal business’ was the 
best way to encourage European growth and reconstruction. Still, many preferred a 
more expansive response to Europe’s needs. They wanted, if not government loans, 
then government support for US private investment. They could not have forgotten 
that Europe had taken three-fifths of US exports even before the War. The United 
States had a clear interest in strong European recovery based on imports of capital 
goods, raw-materials and finance from the USA. 

Still, the US Chamber of Commerce understood that they needed public support 
to secure more generous support from the Congress and Administration for credits 
for Europe. Bankers knew they also needed greater investor awareness of the oppor-
tunities.

As the Wilson Administration dismantled its extensive war-time supply, production 
and finance arrangements in December 1918, the US Chamber of Commerce organ-
ised a national War Emergency and Reconstruction Conference in Atlantic City. It 
proposed to discuss post-war commercial opportunities for member Chambers and 
firms. There was a strong focus on the opportunities in Europe.41 The 3,000 deleg-
ates called for continued US financial support for American exports to Europe, while 
voicing fears that Congress might not do so. The Conference decided, among other 
things, to send delegates to an informal meeting of the Organising Committee42 for 

41. "There was a strong focus on the opportunities for US firms in Europe…"  See New York Times, 
December 7, 1918 "Says America Must Aid Foreign Trade" for an account of the address of Paul Warburg 
of Kuhn Loeb & Co. Warburg ambitiously suggested transforming the US War Finance Corporation into a 
Peace Finance Corporation to supply US government-backed trade credits for Europe. He proposed they 
should be funded by additional Liberty Loans that US households would be ‘trained’ to support by continu-
ing propaganda on savings and frugality. These plans, he predicted, would transform New York into a finan-
cial centre still greater than London.

42. "The Conference decided, among other things, to send delegates to an informal meeting…"  See New 
York Times, December 8, 1918  "Urges Cooperation in World Trade: International Trade Convention Is 
Suggested by Chamber to Be Called as Soon as Politics Will Permit." See also the Forward to the US 
Chamber’s report of the 1919 Atlantic City Conference, in which Alfred C Bedford, Vice President of the 
Chamber of Commerce and Chairman of Standard Oil describes the origins of the Conference: Chamber of 
Commerce, ‘International Trade Conference (1919)’..
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the Permanent Organisation authorized by the Paris Congress of Commercial and In-
dustrial Associations in 1914. 

Then, acting on evidence of the scale of destruction in Europe, Treasury Secretary 
William G McAdoo proposed a Fifth, and final, Liberty Loan bill in April 1919 that 
provided $1.5 billion in loans for foreign governments from the $4.5 billion raised. 
But he was adamant there would be no more official lending. The European allies 
attempted at the Versailles negotiations and after to secure US remission of their war 
debts. Wilson's Treasury declined. They tried to 'wedge' Wilson by suggesting a link 
between German reparations payments that the US had opposed and the repayment 
of their debts to the US. The UK, too, seemed ready to make their imperial Domin-
ions carry part of the liability. All of this only hardened Wilson's opposition. For the 
next seven years the US and its allies continued to wrangle over the outstanding 
European government debts.43

The US Treasury proved to be sympathetic, however, to the idea that Government 
could assist the US private banks and the US National Foreign Trade Council (an as-
sociation of large US firms with export interests, founded just five years earlier) to 
raise trade credits. During the Versailles Peace Treaty negotiations, Thomas W. La-
mont, a senior parter of the J.P. Morgan Bank,44 whom the Treasury had appointed 
as Wilson’s economic advisor, came up with a four-part plan that went some way to 
meeting immediate needs in Europe. Lamont’s plan included a refund or cancella-

43. "For the next seven years the US and its allies continued to wrangle…" As an inducement to the 
Europeans to change their position at Versailles, President Wilson had offered to cancel that part of their 
war debts that they had incurred in fighting the war, in exchange for a reduction in the amount of German 
payments and in the length of the reparations period. Presidents Harding and Coolidge later repeated 
Wilson’s offer. But the Allies refused these offers. Instead, they demanded that Washington cancel all the 
war debts, including that portion they had borrowed from the United States after the fighting ceased ($3.3 
billion of the total of $10.3 billion) that had been used for reconstruction and for civilian commercial trad-
ing. Wilson’s Treasury Secretaries refused general cancellation on the ground that the Allies already had 
distributed among themselves spoils of war, including special trading-concession advantages in the German 
market, that were more valuable than the post-war commercial debts they had contracted with the United 
States. Eventually, however, after years of frequently sour bargaining between European governments, the 
US War Debts Commission and the US Treasury, the United States backed down. The Coolidge administra-
tion cancelled up to 80 per cent of some nations’ war debts. Thirteen countries agreed in 1926 to repay the 
lower amounts over sixty-two years at an average of 3.3 per cent interest.

44. "Thomas W. Lamont, a senior parter of the J.P. Morgan Bank…"  Lamont was a key figure in several 
events related to ICC including its foundation and the drafting of the Dawes and Young plans. Early in the 
War he developed a relationship with Col. House, President Wilson’s closest advisor. This may explain 
why, although he clashed with Treasury Secretary McAdoo over the government’s resumption of the Mor-
gans half-billion dollar overdraft for the UK, he was chosen, along with Under-Secretary Norman Davis, to 
be Wilson’s adviser at Versailles. See Tooley (op. cit. who builds on the work of Dayer op. cit.) for a de-
tailed account of Morgans’ early war-time links and disputes with the US Treasury.
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tion of interest on Allied loans for a 3-5 year period; credits for raw materials for 
France, Italy and Belgium, and; working capital for Germany/Austria to help them 
recover to the point where they were able to start paying reparations. In an attempt 
to align these proposals with Treasury policies, Lamont’s proposed that the private 
banking system should manage the credits and loans. Naturally, he planned that 
Morgan’s bank should take the lead. The Treasury agreed.

About this time, future US President Herbert Hoover, then a Democrat, was Dir-
ector of the American Relief Administration providing millions of tonnes of relief 
supplies to Europe. He recommended that the United States allow the US War Fin-
ance Corporation45 — set up in 1917 to finance loans to domestic arms industries — 
to guarantee private American investments and export credits to carry forward the 
huge relief task. This idea attracted support in the US Senate and in the Commerce 
Department. 

Throughout 1919 — and notably, in the lead-up to the Atlantic City conference in 
October where ICC would be created — Morgans bank worked and lobbied to de-
velop private financing for European reconstruction and purchase of US raw materi-
als and capital goods. The prospects for the success of the proposals improved when 
Senator Walter Edge of New Jersey introduced an act to permit US state-chartered 
(or “national”) banks for the first time to establish and finance foreign subsidiaries 
engaged in export trade. In the plan, developed by Morgans, "Edge corporations" 
would issue debentures, secured by foreign assets, in the US market to finance ex-
port credits and investments in Europe. But, considering the state of European eco-
nomies, it would be crucial to reassure US investors — mostly banks — about the se-
curity of the Edge debentures. In the Edge/Morgans plan, up to 20 percent of each 
issue would be purchased by the government-funded War Finance Corporation. 

RECONSTRUCTION, INTEGRATION AND DEBT: THE FRENCH APPROACH

The policies on reconstruction advocated by Etienne Clémentel, the energetic Com-
merce Minister in the governments of Aristide Briand and Georges Clemenceau from 
1915 to 1919, were the diametric opposite of United States policies. 

Clémentel had been an enthusiastic advocate of the integration of allied markets 
at the 1916 Allied Economic Conference in Paris and during the Versailles negoti-

45. "He proposed that the United States allow the US War Finance Corporation…" For details of the 
Hoover plan, see Hogan, ‘The United States and the Problem of International Economic Control: 
American Attitudes toward European Reconstruction, 1918-1920’.
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ations. He also wanted the allies to retain the joint war-time market controls which 
he had helped to create, at least on an interim basis. French Premier Clemenceau 
proposed46 that the mandate of the Supreme Economic Council, chaired by Clémen-
tel, be continued as an inter-allied planning body pending the creation of economic 
institutions under the League of Nations. 

Although the UK cooled on the European market integration idea47 before the end 
of the negotiations at Versailles, it was never far from the surface in French policies 
in the 1920s. This was in part because Germany, too, had a nostalgic ambition to 
create its own regional market excluding France. (An ambition that Hitler eventually 
exploited).                                                       

France and its European allies — Belgium, Italy and the UK — saw an opportunity 
to engage US business support for the continuation of US backed credits during re-
construction. They played on the recognition owed for European sacrifice in the War. 
They continued after Versailles to agitate for cancellation of allied war-debts, at least 
in part. After the US failed to join the League of Nations and dropped out of official 
negotiations on the final reparations bill they debated among themselves on a vari-
ety of sums. The French/Belgian position until 1924 was that German reparations 
should be equal to the allied losses. The UK, had agreed, at first, adding in its liabil-
ities for pensions due to the war. But after 1922 it was willing to settle for repara-
tions equal to the allied debts or equal to "German capacity to pay". The latter, which 
was more or less Wilson's position at Versailles, became the ‘unified’ allied position 
after 1924.

o00o

The US Chamber invitation

In May 1919, as the US shared the proceeds of the Fifth US Liberty Loan with 
European allies, the US Chamber’s delegation to the long-delayed committee on the 
"Permanent organisation" for international business arrived in Paris. The delegation 
included the Chamber’s Vice-Chairman, Alfred Bedford and Edward Filene, a mem-

46. "Clemenceau, proposed that the Supreme Economic Council…"" See Rousseau, Etienne Clémentel..

47. "The UK cooled on the market integration idea…" See Stevenson, ‘The First World War and 
European Integration’..
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ber of the Chamber executive who had been Vice-President of the Brussels-based In-
ternational Congress Permanent Committee.48 Thomas Lamont from Morgan’s bank 
joined them in Paris. 

The creation of a permanent international business organisation — likely one that 
gave the US Chamber a central role — was certainly on the agenda of the US delega-
tion. But their primary objectives were broader and more urgent. They wanted to 
develop a mutual understanding on US contributions to the recovery of Europe and 
the means by which their businesses could materially assist or even lead this effort.49 

The US delegation also had defensive objectives. French Commerce Minister Etienne 
Clémentel’s unilateral abrogation of all France’s trade treaty obligations had shocked 
the Chamber of Commerce meeting of December 1918 that had mandated their mis-
sion.50 No doubt as concerned to press the US trade advantage as Clémentel was to 
moderate it, the US businessmen wanted to ensure that governments would not in-
hibit the restoration of normal commerce.

The Paris meeting did not take a decision on the "Permanent Organisation" of the 
International Congress. Instead, the US delegates invited their European counter-
parts to attend another meeting that they would host in the United States later that 
year. Edward Filene described the purpose of the proposed meeting in a Memor-
andum for his European counterparts:

"The primary purpose of the interallied conference is to develop the most 
effective  cooperation possible  between the United States  and Europe on 
questions concerning current world economic problems. It is suggested that 
the [visit of the foreign delegations] would have two distinct functions:

48. Alfred Bedford was President of Standard Oil of New Jersey, Edward Filene was the founder of 
a chain of department stores and of the establishment of US credit unions (“savings and loans”). 

49. "Means by which their business could materially assist or even lead this effort…" The record of the At-
lantic City Conference is replete with passionate declarations, especially but not exclusively from the 
American side, on the necessity of leadership from business. A typical statement is the Opening Address of 
Homer Ferguson, then President of the US Chamber: "All of the forces of governments and all of the cred-
its of governments were used to save what we considered the civilised world, and to do this the govern-
ments dropped the reins of business. These governments have gone back to attend to their normal functions 
and it remains for the business men of the world, as represented by your missions and as represented by the 
men who will come here to meet you, to help get this old world of ours back again into the normal paths of 
production and of peace. " Chamber of Commerce, ‘International Trade Conference (1919)’. p. 17

50. "Clémentel’s unilateral abrogation of all France’s trade treaty obligations had shocked the Chamber of  
Commerce…" See the New YorkTimes reports "France Cancels Trade Treaties", December 5, 1918 
and"Rockefeller Sees Dawn of a New Era", December 6, 1918. As the NYT reported, Washington was not 
immediately concerned by Clémentel’s action.
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1. Inform American public opinion, especially in the business world, about 
the economic situation in Europe and of the necessity of American collabor-
ation to bring Europe back to a normal state of affairs and of the direct re-
percussions for world business and social conditions of an attitude of inertia 
on the part of the United States

2. Begin a discussion on the ways in which co-operation from a financial 
point of view could most usefully be established. Of these two tasks, the 
first is the most important because it is an indispensable condition of the 
success of the second." [Edward Filene]51 

This suggestion appealed to the Clémentel — on whom the delegation called — as a 
means to achieve his own goals for French reconstruction and the security of French 
foreign commercial prospects. He gave his hand-picked leader of the French delega-
tion to the Atlantic City conference, Eugène Schneider52 specific directions for the At-
lantic City meeting.  Clémentel stressed the need for financial assistance but warned 
the delegation to avoid the vexed question of further direct loans from the US gov-
ernment:                                                                                                                        

"The Minister for Commerce, M. Clémentel, made [the US Chamber’s] idea 
of the mission his own. It was well understood that the French delegates 
should, above all, clearly explain the conditions in France and Europe to the 
US commercial, industrial and finance world; should gain their support for 
co-operation between the United States and its allies to win, collectively, the 
peace that follows the war, and; should identify the form that American fin-
ancial assistance might take and in what way long-term credits could be 
opened for us… [but] the French mission was not being asked to negotiate 
a loan. It was being asked, on the contrary, to carefully avoid any discussion 
that could appear to engage the government. "53

51. Schneider, Le Voyage Des Missions Economiques Des Pays Alliés Aux États-Unis et Le Congrès d’At-
lantic City. (author’s translation).

52. "Eugene Schneider…"  Schneider was President of Creusot Works, President of the Iron and Steel Insti-
tute of France and a former member of the Chamber of Deputies. His early involvement, at Clémentel’s in-
vitation, in the creation of ICC certainly added to the credibility of the Chamber from the European side. 
But Schneider also used his diplomatic skills to grow a huge international armaments business during and 
after the Great War. The authors of the "Merchants of Death" — the popular 1934 book attacking the role of 
the armaments industry in the War and after — cited Paul Faure, a Socialist political opponent of Schneider, 
who later made scandalous allegations against Schneider, implicating his Czech Skoda subsidiary in Hitlers’ 
rearmament programs. See Engelbrecht and Hannigan, The Merchants of Death..

53. Schneider, Le Voyage Des Missions Economiques Des Pays Alliés Aux États-Unis et Le Congrès d’At-
lantic City.                                                        
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It seems likely that US bankers had helped to devise the Atlantic City agenda. 
Thomas Lamont was also one of several bankers on the US Chambers’ Executive 
Committee for the Atlantic City conference54. No one had a better understanding of 
the need for strong public and Congressional support for proposals such as the Edge 
Bill to secure continuing government involvement in the financing of private credits 
for Europe. Lamont had organised the first large war-loan to the UK in 1914, along 
with the Chicago banker Charles G. Dawes (whose eponymous report delivered a 
‘breakthrough’ on reparations four years later: see below). He remained a key figure 
in Morgans business as leading agents in the US market for the governments of the 
UK and France. Without government backing, he feared it would be impossible to 
sell the debentures to private investors in the US. The US investor had plenty of op-
portunity at home and declining interest in further involvement in the tangled af-
fairs of Europe.

o00o

Debate and decision at Atlantic City

The US Chamber of Commerce’s International Trade Conference got underway in At-
lantic City’s landmark Traymore Hotel55 on 20-24 October, 1919. Some 350 business 
leaders attended, including about 60 from Belgium, France, Italy and the UK. They 
comprised leaders of some of the largest business and industrial groups in each 
country and some government officials. President Wilson who, had agreed to attend 
the Conference. But he suffered a serious stroke two weeks earlier56. The US Com-
merce Secretary participated briefly in the first part of the meeting, which was re-

54. "Several bankers on the Executive Committee for the Atlantic City conference…" There were four 
bankers on the 20-member Executive, including Lamont and Harry Wheeler of Chicago Union Trust. La-
mont’s close ally in UK loan syndications during the War, Charles Dawes of the Central Trust Co. of 
Illinois, was a member of one of the Conference committees.

55. "Atlantic City’s landmark Traymore Hotel…"  A huge, luxurious red-brick resort then located on the At-
lantic City boardwalk. It was demolished in the 1970s but has an afterlife, of sorts, in the opening credits of 
the HBO television drama "Boardwalk Empire" set in Atlantic City during the Prohibition years. When the 
‘Nucky’ Thomson character turns his back on the sea and walks across the beach toward the sunset board-
walk, the dual-domed building, ahead to his right, is the Traymore.

56. "President Wilson … suffered a serious stroke two weeks earlier…"  The stroke left him paralysed on 
the left side and affected his mental state. It effectively, but unknown to the American public, ended his act-
ive contribution to his office fifteen months early.
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stricted to US Chamber of Commerce committee members and the members of the 
foreign delegations. On the fourth day, however, the Conference was opened to some 
3,000 members of the US Chamber of Commerce from across the United States.

The foreign delegations laid out in some detail the degree of devastation in 
Europe, their limited capacity to generate the funds necessary for imports or for re-
construction and their hope or expectation that the United States would continue to 
support a ‘share’ of the burden of Europe’s reconstruction just as it had, in 1917, 
agreed to share part of the burden of conflict. "Many things have to be done to re-
store our countries," Eugène Scheneider told the meeting in his opening address

"We have to examine and study a great number of questions and subjects. 
We are not expecting, of course, that our work will bring us at once to a 
definite settlement of the world. We must needs have a permanent organ-
isation and establish frequent exchanges of views, and get used to work to-
gether. We must try and find out the best means of arranging our affairs in 
order to make it as improbable as may be that humanity would have to suf-
fer from another war, if not forever, at least for a long period of years…
Everyone in this country seems to understand things as we do ourselves as 
regards the principles the means and ways only are subject to discussion. 
Let us set to work" [Eugène Schneider quoted on p. 28 of 57] 

The US delegation during the first two restricted-participation days of the Confer-
ence had noted it would be difficult to secure private credit for the needs of 
European industry. They pointed to the reduced productive capacity of Europe and 
some uncertainty, in the United States at least, about Europe’s own economic 
policies and sources of funds. US speakers urged European governments and busi-
nesses to rely primarily on their own efforts and to ensure the competitive trade and 
labor conditions in their markets that would favour economic growth over dis-
tributive objectives. They sought assurances, too, from the European businessmen — 
rather to the surprise of the latter — that further US credits and investments in 
Europe would not be menaced by a spreading ‘bolshevism’.58 There was, naturally, a 
focus on the prospects for the Edge Act, then still several weeks from passage 
through the US Senate. The US Secretary of Commerce was openly optimistic, as 
were the American participants in the Finance Committee. Eugene Schneider’s re-
port showed that the potential for some mixed government-private finance using 
these facilities was discussed at length with the foreign business delegations: 

57Chamber of Commerce, ‘International Trade Conference (1919)’.
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"The American financiers were equally concerned to find a formula that 
would be applicable to foreign credits whoever the ‘foreigner’ was… In their 
view only one new idea could be sufficiently broad and flexible to combine, 
as they wished, the participation of banks, government and the public. They 
hinted that the Edge bill could provide the right formula." 

The Conference produced a number of rhetorical resolutions on finance, commod-
ities and trade that did little more than summarise the discussions. The United 
States delegates committed to nothing except good-will. This was, however, what 
the European delegates had expected; even planned for. 

Schneider, the leader of the French delegation, provided Clémentel with an accur-
ate summary of the hesitation — he describes it as ‘temerity’ —  of US bankers to 
make any commitments before knowing whether the US government would support 
them

"No matter how interesting the debates in the different committees at At-
lantic City,  whatever the value of the information or ideas or proposals that 
came to light, the most important and most difficult questions without ques-
tion were those in the committee on Credit and Finance.  In all the other 
committees the discussion quickly ran up against the problem of long-term 
loans and at that point the Americans, whether cotton merchants or grains 
merchants or oil or coal producers retreated behind the bankers. ‘Let the 
bankers come up with a solution’ was the general cry and conclusion… 

Now, it should be acknowledged that the financiers present at Atlantic City 
— the cream of the American financial sector was there — were evidently 
motivated by very positive attitudes toward France, were perfectly aware of 
the scale of the problem to be resolved, of its importance for America itself 
and were keen to come up with a solution. There could be no question of 
their good will and friendship. Nevertheless, they proved to be very cau-
tious from a technical viewpoint…

58. "A spreading ‘bolshevism’…"  The United States, in 1919, was still gripped by a ‘red scare’ prompted 
by the Russian Revolution of 1917 (and its potential to spread to the rest of Europe). Public anxieties were 
increased by inflammatory reports of US Senate investigations into the potential for Bolshevik subversion 
in the United States; by a series of Anarchist bombings aimed at prominent politicians, judges and officials, 
and; by serious labor unrest in, among others, the Coal and Steel industries which met with repressive re-
sponses from business owners and the government. Wikipedia has many historical details: http://en.wikipe-
dia.org/wiki/First_Red_Scare, accessed June, 2013. The French delegation’s astonishment at the US con-
cern is reported in Druelle-Korn, ‘Un Laboratoire Réformateur, Le Département Du Commerce En 
France et Aux États-Unis de La Grande Guerre Aux Années Vingt.’, 2004.
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They appeared to take fright at the enormity of the task. The government 
would refuse to be involved, that was clear. But the bankers on their own 
would not be equal to the task: they had to be supported by the active parti-
cipation of industry and trade, by the government and the American people. 
To what extent would the government help them? How would the public re-
spond to their proposals? They were deeply troubled both by the risks and 
the difficulty of carrying out the plan." [author’s translation]

o00o

The Permanent organisation

Although not the primary purpose of the meeting,59 the one concrete result from At-
lantic City was the (second) agreement to establish a permanent international or-
ganisation of Chambers of Commerce. The delegates also agreed an outline structure 
for the future organisation based on French ideas.

John Fahey, the Chairman of the Executive Committee of the US Chamber of Com-
merce, directed the sub-group at Atlantic City that devised a preliminary plan for the 
"permanent organisation". (Fahey had drafted the plans establishing the US Cham-
ber eight years earlier). But it seems that the French delegation had a strong influ-
ence on the design. Clémentel, had nominated two non-business advisors — Édou-
ard Dolléans, a professor of labor law and history at the University of Dijon, and Al-
bert Tirman, a senior official of his Commerce Ministry — to participate in the 
French delegation. They apparently had a mandate to focus on the constitution of 
the proposed "permanent organisation". Eugène Schneider reported to Clémentel 
that Dolléans and Tirman, who had made themselves more than useful to Fahey, had 
strongly influenced the decisions: "In truth, it was thanks mostly to their intelligent 
preparations and valuable support the American chairman was able, in such a short 
time, to present the Conference a completely viable plan that it enthusiastically ad-
opted."60

59. "Although not the primary purpose of the meeting..." This is Eugène Schneider's observation. In his re-
port he remarks: "To tell the truth, the conference at Atlantic City had only one goal; to reestablish the prin-
ciple of inter-allied cooperation." Schneider, Le Voyage Des Missions Economiques Des Pays Alliés Aux 
États-Unis et Le Congrès d’Atlantic City. p. 25

60. "Dolléans and Tirman, who had made themselves more than useful to Fahey…". Ibid.
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The dramatic changes in the distribution of production and wealth due to the 
Great War created new challenges for trans-Atlantic business. The new plan for the 
ICC could no longer be the 1914 Paris plan. As the Chairman of the last (1914) 
meeting of the International Congress of Chambers of Commerce explained:

"...We feel like you, that the circumstances of wars have changed things and 
that our modest work in the matter of international congresses of chambers 
of commerce, which met every two years, was not enough… there must be 
special relations between nations, especially to begin amongst the nations 
which have fought together and won the victory together; and we quite 
agree to the proposition ... there must be found some way of taking a refer-
endum in order to act in a continuous manner about the great economic 
and social questions. Those reasons, gentlemen, are the reasons why a new 
structure is now necessary and we are quite sure that the warm reception 
you Americans have given to the idea will aid the progress of our work and 
create an institution that will make for the future welfare of humanity." [M. 
Canon-Legrand,61 Permanent President, International Congress of Chambers 
of Commerce]

The US Chamber of Commerce executive had developed, a number of ‘principles’ 
that they wanted to incorporate in a Permanent organisation. But, as John Fahey 
told the plenary meeting, his European counterparts had come with ‘more advanced’ 
ideas about the shape of the new organisation that the sub-group used as a tem-
plate.62 The Conference approved the outline. Over the next few months the working 
group that had met in Atlantic City elaborated it as a constitution of rules that were 
adopted (for the most part) in the following year by the first Congress of ICC. It is a 
testament to their work that the outline they agreed is still visible in the latest ICC 
constitution, almost a century later.63

The purposes of the organisation would not be simply to promote trade and ex-
change. The Conference recommended broad social goals reflecting an idealistic, in-
ternationalist spirit; the spirit of Montesqieu’s doux commerce:

61. "M. Canon-Legrand…" Extract from Chamber of Commerce, ‘International Trade Conference 
(1919)’. p. 479

62. "John Fahey told the plenary meeting, his European counterparts had come with ‘more advanced’ 
ideas..." See Chamber of Commerce, The International Chamber Of Commerce: An Explanation Of Its  
Purpose, Plan And Scope.

63. ICC published an explanation of its initial objectives and organisation in February 1922 in Brochure No 
20 Chamber of Commerce, ‘The organisation of the International Chamber of Commerce’.
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"…to promote international commerce, to facilitate the commercial inter-
course of nations, to secure harmony of action on all international questions 
involving commerce and industry, and to promote peace, progress and cor-
dial relations between the countries and their citizens by the cooperation of 
business men and their associations devoted to the development of com-
merce and industry."[See 64 p. 5] 

Membership was to be open to all Members of the League of Nations — thus po-
tentially including Germany and its allies should they join the League (Germany 
joined in 1925). Still, League membership was not to be an automatic qualification: 
"it was the consensus of opinion that membership in the League of Nations should 
merely determine eligibility for membership in the new organisation."65. By the time 
of the Paris Constitutive Contress in 1920 it was clear that the US would not join the 
League so the founders amended the formula to include any country that "the 
League recognizes as eligible" to join. This included, too, any territory that had inde-
pendent foreign policy such as, for example, the British Dominions.  

The organisation would comprise a permanent "Bureau" at the international 
headquarters, where a Council served by a secretariat would authorise decisions. In 
a nod to the French idea of “chambers of commerce”, National Committees, compris-
ing business and industrial organisations and individual firms, would nominate the 
Members of ICC. Individual firms could also join the organisation as non-voting ‘As-
sociate’ Members. Each of the National Committees would have between one and 
three Council 'seats', according to their country's trade volume. 

The value of this ‘articulated’ structure based on National Committees, Fahey ex-
plained in Atlantic City,66 was that it permitted each country to have the same form 
of participation in the international organisation, despite the differences between 
the constitutions, and scope of business organisations in different countries. For ex-
ample, the State mandated and regulated Chambers of Commerce in some countries 
(viz. France), but in others the Chambers were voluntary, independent organisa-
tions. The representative structure ensured, too, that recommendations and de-

64 Chamber of Commerce.

65. See Chamber of Commerce, ‘International Trade Conference (1919)’. 466.

66. Ibid. 473.
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cisions that came ‘up’ to the international body were the result of a national con-
sensus process.67

                                                                                                                           

Borrowing a procedure from the US Chamber of Commerce, ICC would use  ‘refer-
enda’ for consulting with its National Committees. Headquarters would prepare 
questions and information for circulation and would collect the responses from Na-
tional Committees for submission to the international executive.68 The ‘vote’ of the 
National Committees would not be binding on the executive, however, unless by a 
majority of two-thirds of the returns based on three quarters of those committees eli-
gible to vote, representing at least the majority of member countries (Article 9 of the 
ICC Constitution).

In December, 1919, the US Congress passed the Edge Act into law. With the agree-
ment of the US Treasury, the US National Foreign Trade Council announced a pro-
posed $100 million foreign-trade bank to take advantage of the scheme. But, as the 
Atlantic City Conference organisers had feared, the US private capital market was 
unenthusiastic about the proposal. The debentures were undersubscribed. 

In the midst of the harsh European winter of 1919, a conference of bankers in Am-
sterdam called for an intergovernmental conference to review financial conditions, 
international credits and reconstruction policies. The US Chamber of Commerce and 
almost all major US banks endorsed the proposal. But the US Treasury rejected it, 
suspecting a squeeze play targeting its determination not to provide further govern-
ment finance. It refused to send delegates to the conference.69 

The International Financial Conference went ahead in Brussels in September 1920 
under the banner of the League of Nations, without US official participation. It re-
commended budget austerity measures in Europe and a scheme (the ‘Ter Meulen 
plan’ named after it’s proponent: later, a member of the ICC Council) for raising 

67. Still, differences between European and US attitudes to industry organisation – reflecting a 
more important difference over competition policies – proved an irritant to ICC throughout the 
century as we will see in the disputes over ‘cartelisation’.

68. "Headquarters would prepare questions and information for circulation…" See the explanation  at  
Chamber of Commerce, ‘The organisation of the International Chamber of Commerce’. p. 9.

69. "Refused to send delegates to the conference…" The USA was represented, unofficially, at the Brussels 
conference by Roland W. Boyden, a banker and a member of the US delegation to the Constitutive Con-
gress of the ICC who later also ‘unofficially’ represented the United States on the Reparations Commission.
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European capital. The plan called for the sale of bonds in Europe based on national 
(gold) assets. The hope was that capital thus raised would bolster investor confid-
ence in the returns to the "Edge" bank-subsidiaries allowing the US Foreign Trade 
Council’s plan to succeed. But, after a brief post-war rally, world commodity prices 
slumped at the end of 1920 and markets turned bearish. Delays in issuing the Ter 
Meulen bonds meant that the scheme did not generate enough momentum to save 
the National Foreign Trade Council’s planned $100 million bank.

o00o

ICC's Constitutive Congress, Paris 1920

The Joint Committee of the Permanent Organisation, formed in Atlantic City, met as 
planned in May and June 1920 in Paris. The formal Constitutive Congress followed, 
in the third week of June. The chief purpose of the Congress was to adopt the consti-
tution as outlined at Atlantic City and refined since. Still, the focus of discussion, as 
in Atlantic City, was on reconstruction, credits and reparations. 

The delegates again spoke warmly of allied collaboration and joint sacrifice, as 
they had in Atlantic City. But the tone of the Paris meetings was more fraught. The 
US and the French delegations were more at odds over the role of government in re-
construction and credit70 The Reparations Commission’s decision on Germany’s final 
liability for the war was still a year away. Yet, already, the German government had 
begun to delay and default on reparations payments. French government and in-
dustry could see they would not be able to rely on reparations as a source of com-
modities or credits. Finally, the optimism expressed at Atlantic City about US credits 
facilitated by the Edge Act was fading (see the previous section).

The French Premier Millerand was in the Chair for the first session of the Con-
gress. France considered the proposed international Chamber of Commerce should 
be state-sanctioned, as Chambers in France were. The Congress adopted two resolu-

70. “The US and the French delegations were more at odds…"  This account of the debates at the Con-
stitutive Congress draws on (Ridgeway, 1938) as well as on the official ICC Report in Chamber of Com-
merce, Proceedings, organisation Meeting, Paris, France, June 23-30, 1920.
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tions entitled "Reconstruction”.71 The first expressed a growing preoccupation of 
France. It rebuked Germany for delays in the delivery of "preliminary" reparations 
imposed by the Versailles Treaty:

"That the International Chamber of Commerce urge that the governments of 
the Allied nations clearly  and definitely inform the German government 
that further postponement will not be permitted in carrying out the obliga-
tions Germany has undertaken regarding the restoration of the devastated 
areas  and in fully  complying with  the terms contained in the  Treaty  of 
Peace"

Eugene Schneider, the leader of the French delegation — as in Atlantic City  — 
spoke bluntly and at length. He complained about the adverse impact of the German 
delays on French industry. He was skeptical about American calls for a return to 
"normal practices of international trade". That seemed to threaten the return of eco-
nomic conflict over scarce resources. "In view of the enormous inequality of condi-
tions in which peace has left the Allies", he said, "it might perhaps have been more 
profitable to continue the practice of allotment, distribution and reciprocal aid in 
force during the War." He was referring to the war-time, intergovernmental com-
modity and shipping allocation arrangements. But this was an argument Etienne 
Clémentel had failed to win in the French National Assembly. (It had cost him his 
seat in the Assembly, and his post as Commerce Minister, a few months earlier. See 
below).

The US delegation comprised about 140 members of the US Chamber of Com-
merce including prominent US bankers. They dismissed the idea of returning to war-
time market management or government loan arrangements. They pointed out that 
European governments had received a large share of the Fifth Liberty Loan bond is-
sue. The US bond-buyer was not especially happy about it, they claimed. That well 
was running dry. In future, US credits would be the proceeds of commercial loans 
raised on the US market. But the loans would succeed only if ‘normal’ competitive 
industries reemerged in Europe. An industrial structure dependent on state controls 
and subsidies would not attract US investor support. The US delegates recommen-
ded austerity, diligence and higher national savings in the meantime. (The 1919 Am-
sterdam League of Nations bankers' meeting had made a similar recommendation.)

Despite their philosophical differences, all delegations wanted to see an extension 
of trade credits to European firms. But there could have been little doubt that the US 

71. Resolutions 1 and 18 had the same title.
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views on economic management would prevail. The United States was the preemin-
ent source of credit. (European central banks were squeezing credit as much as they 
dared to control inflation that had accelerated during the war.72)

The second of the two Congress resolutions on reconstruction did not directly ad-
dress the question of private versus official credits. It restated points made by Assist-
ant Secretary of the US Treasury Norman Davis at the Atlantic City conference. It 
identified diligence, frugality (reduced reliance on imports) and private lending as 
the engines of recovery. It urged Europe to increase its access to dollars by promot-
ing tourism and foreign investment. On credits, the resolution requested govern-
ments and banking, commercial and industrial associations:

"…to cooperate with it and with each other … 

6. To be ready to take advantage of foreign money markets when available 
and desirable, particularly with the idea of placing long-time loans, the pro-
ceeds of which may be used to reconstruct devastated districts, where it will 
result in increased production with its many benefits represented in greater 
governmental taxing power and a better foreign financial position; …" [Res-
olution 18]

Other resolutions at the Constitutive Congress concerned international regulatory 
harmonisation and trade facilitation. Many of these subjects would continue to ap-
pear on the ICC agenda for decades. They included harmonisation of business tax, 
fair treatment of foreign banks and ‘unfair competition’. (This last term meant theft 
of industrial property, misuse of trademarks etc.). The standardisation of trade terms 
would be one of ICC’s priorities. Harmonisation of customs nomenclature would be 
another. Statistics, improvement of port facilities and calendar reform were also dis-
cussed.

The leaders of the new organisation took rather seriously their roles as "those 
who, from day to day and week to week, manage and direct the finance, commerce 
and transportation of the world". John H. Fahey, the US Chairman of the Organising 
Committee, speaking to the international press, described their business as the "re-
lief of the sufferings of the world". As for the ICC.

72. "Squeezing credit as much as they dared…"  The strong demand for consumer goods and services after 
the war was politically sensitive; people were fed-up with ‘sacrifice’ to support the production of a war eco-
nomy and wanted a return to pre-war ’normality’. But this demand threatened to further fire inflation. Also 
Central banks were reluctant to squeeze credit too hard given the need for reconstruction investments.
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"The chief functions of the International Chamber of Commerce … will be 
to consider laws affecting commerce, to suggest changes and the enactment 
of new measures which will improve conditions; to effect reforms on their 
own initiative in business customs and practices which will bring better res-
ults; to gather and distribute information necessary to the better conduct of 
commerce and suggest to governments improvements of existing systems." 
[From Fahey's press conference after the Organising Meeting73

In his summary for the Press, Etienne Clémentel, elected foundation President of 
ICC agreed. He emphasised the potential for lobbying by the National Committees.

"Some of these resolutions only require the consent of our members in or-
der to be carried out ; others demand the benevolent support of the public 
authorities. An important part of our activity will therefore consist in main-
taining a close contact with them, in enlightening them upon the needs of 
our populations and in suggesting to them solutions which will seem to suit 
each particular case. This will be one of the principal duties of our national 
organisations." [Clémentel's speech, Ibid.]

o00o

ICC Headquarters

Delegations at the Atlantic City Conference in October 1919 settled the main fea-
tures of the "Permanent organisation" that became the ICC. There was at first no de-
cision taken on the location of the headquarters or on the budget. Still, they agreed 
it might be desirable to locate the organisation in the same city as the headquarters 
of the League of Nations.  

The Versailles Treaty, which created the League, was finally signed by all parties 
on 10 January, 1920. The League held its first meeting — in Paris — on 16 January, 
1920. But, by the time the League moved to permanent headquarters in Geneva, 
Switzerland, the Preparatory Conference of the ICC had already (May, 1920) recom-
mended that the ICC headquarters should also be located in Paris. 

73. See  Chamber of Commerce, The International Chamber Of Commerce: An Explanation Of Its 
Purpose, Plan And Scope.
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There were immediate practical benefits in doing so. The first ICC President and 
its first Secretary General were resident in Paris. Also, the French industrialist Eu-
gène Schneider who led the French delegation in Atlantic City and at the Preparat-
ory Conference offered ICC a favourable lease on a large house he had purchased at 
33 rue Jean Goujon (8th arrondissement, a block from the Seine) for use as offices. 

The new organisation had a modest budget of FF800,000 and 8 headquarters staff 
at the outset.74 It immediately ran into income problems that would plague it into 
the next century. Variable exchange rates applied to subscriptions of the National 
Committees added to the difficulty of estimating the budget. Also, National Commit-
tees (then, as now on occasion) were tardy in paying their dues. The continuing de-
valuation of the French Franc might have alleviated the problem. It fell about 70% 
during the war and a further 40% in 1920-23. But, in the early years, as much as a 
quarter of the budget was absorbed by the expense of the biennial Congresses. These 
were predominantly foreign currency expenses so the Franc devaluation worked 
against ICC in those cases.

In 1927, ICC moved to its own premises — where it remained until 2013 — in the 
Cours Albert Première, facing the Seine and almost backing onto the house in rue 
Jean Goujon. The building was purchased from exceptional contributions made by 
the French, UK and US National Committees and opened by the President of France 
and the President of the Council of the Republic.

o00o

74. "The new organisation had a modest budget of FF800,000…" Data on the early budget and staff from  
Druelle-Korn, ‘Un Laboratoire Réformateur, Le Département Du Commerce En France et Aux États-
Unis de La Grande Guerre Aux Années Vingt.’, 2004. p 313
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Into the breech: ICC's first Congress

In 1920, members of the new ICC wanted above all to return to a stable environ-
ment for the resumption of “normal” international trade. But policy disputes among 
the allied governments stood in the way of collaboration needed to restore ‘normal’ 
conditions. So ICC turned its attention first, to finding a solution to the problems of 
reconstruction, inter-allied debts and reparations. 

The resumption of “normal” trade meant the dismantling of war-time emergency 
controls on production and supply. It meant a return to the pre-war Gold Standard. 
It meant the harmonisation of the trade regulations mentioned in resolutions at the 
Constitutive Congress. It meant cutting trade barriers.  

But all of these things needed collaboration among governments. That, it seemed, 
had been banished by disputes among the former allies. The injustice of Versailles’ 
“Carthaginian” terms was one issue between them.75 But it lay bare a larger one. The 
allied governments did not share a vision of a post-war “normality” much less how 
to build post-war prosperity.  

Then the desire to return to normal begged the question of how to pay for it. The 
task of bootstrapping post-war Europe was unprecedented in scale. Imports of cap-
ital equipment from the more advanced US would be essential. Somehow the part-
ruined capital stock and the remains of the work-force had to generate the savings 
or attract the foreign investment needed. And the US government held a mortgage 
on part of that growth as the counterpart of Europe’s sovereign debts.

75. "Versailles’ ‘Carthaginian’ terms…"  The term "Carthaginian Peace" is used (first?*) by Keynes in 
Chapter III of his "Economic Consequences of the Peace" to contrast Clemenceau’s retributive plan for 
Germany with the idealist vision of Wilson’s Fourteen Points. Keynes’ analogy is to the destruction of 
Carthage in 146 BCE (a typical Keynesian exaggeration). Clemenceau meant to visit on Germany the pun-
ishment it inflicted on France in 1871. It was as if (Keynes said, earlier in the same chapter) Clemenceau 
viewed European history as "a perpetual prize-fight, of which France has won this round, but of which this 
round is certainly not the last." *The OED credits the Economist Magazine (1942) with the first use of this 
term; obviously a mistake.
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The European allies’ proposed two-part answer to the question was German repar-
ations and continued US loans or debt waivers. When President Wilson rejected both 
parts of the plan the Allies linked them. After 1920, this became a tangle of disputes 
that ICC, as the only contemporary international economic institution with both 
European and US members — and the ear of governments on both sides of the At-
lantic — was bound to address.

o00o

Debts and reparations

Allied disputes over German reparations payments began even before they met at 
the Versailles peace conference.76 The US opposed Europe’s 1916 plans for the eco-
nomic repression of the Central powers. Germany had been the second largest 
European economy in 1913 and the fastest-growing. The Wilson cabinet wanted 
Germany to recover quickly in order to restore ‘normal’ economic conditions includ-
ing, of course, demand for US exports and finance. It also wanted a German bulwark 
against the spread of ‘Bolshevism’, which seemed a serious threat in Europe after the 
Russian revolution of 1917. 

At Versailles, President Wilson insisted that any ‘reparations’ for the war should be 
limited to German capacity to pay. For example, to the surplus Germany could pro-
duce above the level of output it had achieved in 1914. Whatever that sum was, 
total reparations should not continue longer than 35 years. But estimates of this sum 
were so large and so various there was no agreement on Wilson’s proposal. The con-
ference directed a special Commission of the League of Nations to report on German 
liabilities in 1921. By that time, however, the USA had failed to join the League and 
had withdrawn from the Reparations Commission. So the Commission’s mandate be-
came the determination of German liability77 on the basis of the value of allied losses 
(France’s proposal). Total allied claims amounted to about 267 billion gold Marks, 
including pensions for war disabled and widows. From this sum the Commission de-

76. “Even before they met at the Versailles peace conference.…" The UK had at first proposed that defeated 
Germany should be held responsible for the "full costs" of the War, including the pensions of survivors and 
widows.  The United States objected to this idea on legal grounds that, in accordance with the pre-war 
Hague Conventions, Germany was liable only for injuries caused by violations of the conventions that com-
prised the "laws of war". The European allies also argued that the "full cost" of the war included their debts 
to the United States. They took US opposition to full restitution by Germany as an opportunity to shift some 
of the burden of their war-debts to the US government.
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rived, by a series of contortions, a nominal debt of 132 billion gold marks (about 30 
billion  ‘Gold Standard’ 1918 dollars)78 

German reparation payments after the first year were desultory. From 1914 on-
ward, the German government had riskily relied on loans and inflation rather than 
taxes to fund its war. After Germany’s defeat, the prospect of raising taxes to pay re-
parations was even less appealing. Weimar instead allowed spiralling inflation to 
destroy the value of the mark. After a series of partial postponements, the German 
government defaulted on reparations payments in January 1923. France and Bel-
gium responded with joint occupation of the Ruhr Valley (they had occupied the ad-
jacent Rhineland since the war’s end) in an attempt to force Germany to devote its 
total surplus to reparations payments. But German workers countered with rolling 
strikes and the Weimar Republic then suspended all payments. 

Governments proved unable to find a solution. It came eventually, from an innova-
tion, publicly promoted by ICC, that won its author a Nobel Prize. It was a unique 
mixture of private banking and public policy that worked around the problem at the 
cost of French ambitions. Unfortunately for ICC’s founding President, the success of 
the ICC-sponsored plan became a personal political embarrassment. 

o00o

The London Congress

ICC decided to hold its first Congress in London in late June 1921. In preparation, 
the Chamber began an energetic program of work on recommendations to govern-
ments that the Congress would endorse. Twenty-six of the resolutions concerned 
business contributions to reconstruction and the restoration of normal business con-

77. "The Reparations Commission determined Germany’s liability…"  Dr. Sally Marks follows the 
labyrinthine trail of the reparations debates and the actual imposts on Germany and its allies in:  Marks, 
‘The Myths of Reparations’. In her view, the final Commission estimate was based on German capacity to 
pay (the US proposal) rather than on the French proposal.

78. "A nominal debt of 132 billion gold marks…" Even this figure was for public consumption, however; 
the financial provisions of the decision showed that the actual German liability was more likely to be about 
50 billion marks. See Marks.. If nothing else robbed the Allied Reparations Commission of credibility it 
was persistent pandering to public opinion; exaggerating the ‘headline’ debt while writing it down in the 
small print to levels that, even so, were unrealistic. The sum Germany finally paid has been estimated at 
about 20 billion marks.
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ditions. The twenty-seventh, still relevant today, established the first private interna-
tional commercial arbitration service.

The program for the first Congress included transport problems, availability of 
raw materials, trade-credits, double-taxation and the dismantling of war-time mar-
ket controls. There are echoes of the pre-War agendas of the International Congress 
of Commercial and Industrial Associations. They include references to perennial 
business irritants such as calendar reform, travellers’ documentation and to Esper-
anto, the proposed international language. Still other items — harmonising tariff no-
menclature and contract terms, simplifying shipping documents — pointed to do-
mains where ICC would make its reputation in coming decades. 

During the preparations, ICC called on its new network of twelve National Com-
mittees and the resources of its business members to catalog the damage to infra-
structure and supply. It proposed to identify Europe's need for commodities, con-
struction and finance. By implication, it would describe the commercial opportunit-
ies in reconstruction. 

Thirteen committees appointed at the Paris Constitutive Congress went to work 
producing the background briefs79 Official economic statistics — especially those re-
lated to production —  were lacking. But the resources of ICC permitted the Cham-
ber’s Production group to present impressive economic and physical surveys of war 
damage. They summarised shortfalls in contemporary supplies of commodities, 
fuels, construction and industrial capacity. The Transport and Communications 
group detailed the availability of rail freight, telegraph and telephone. They made 
recommendations on bills of lading for combined modes of transport, dangerous 
merchandise, trade terms, port charges, postal charges, passports and visas. The Fin-
ance group examined opportunities to cut double taxation and to improve the avail-
ability of export credits. They also reported on the control and regulation of business 
by the states and the terms of establishment of foreign banks. The preliminary sur-
vey work on the reconstruction of “devastated areas” was monumental. It was a 
credit to the new organisation. Thick volumes of data and analysis for the Congress, 
bound in crumbling leather, still weigh down a shelf at ICC headquarters.80

Despite their common commercial interests, national delegations clashed over 
debts and reparations. The League of Nations Reparations Commission (minus offi-
cial participation by the US) had issued its decisions just a month before, in May, 

79. "Thirteen committees appointed at the Paris Constitutive Congress…" This was the beginnings of the 
ICC Commission structure.
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1921. In a robust debate, open to the public, the French delegation to the Congress 
argued that all German reparations should be financial payments rather than "in 
kind". The French recommended taxes on German exports to ensure the payments. 
They proposed that creditors should accept reparation bonds in payment of inter-al-
lied debts. (Reparation bonds were instruments that the Reparation Commission 
used to denominate German liabilities). The American delegates to the Congress, in 
reply, were skeptical of the League reparations decision and German acceptance of 
it. They were convinced that there would be no demand in the US for the repara-
tions bonds. In line with US Treasury policy, they opposed even a discussion of con-
cessions on allied debt at the Congress.  

Despite the exchange of fire on the floor of the Congress, the final resolution on 
Finance and Reconstruction was mild. It recommended that the ICC set up an Inter-
national Finance Committee to make a study of the impact of the allied debts and of 
the use of German reparations payments that could be used in discussion with gov-
ernments. The resolution did not address the prospect of German failure to pay but, 
rather, the potential impact of the sale of reparation bonds on exchange rates.81 The 
proposal to roll the issues forward for further study gave ICC time to come up with 
more concrete recommendations at its next Congress in Rome in 1923.  ICC needed 
the time. Its decision processes, including referenda sent to National Committees, al-
lowed it to consult widely and to engage experts. But they were not especially timely 
or quick. Later, the ICC Executive also decided to poll the membership on the "Ter 
Meulen" bonds proposed by the League of Nations Financial Conference in 1920. 
ICC still hoped they would bolster the credit of European states. It wanted in effect, 
to give the bonds a kind of market rating.

The post-war problems of the Allies stole all the headlines at the first congress. 
But the meeting also marked the transformation of the ‘allied’ organisation that had 
met in Paris, into an ‘international’ organisation. Delegates from thirty-six nations at-

80. "A credit to the new organisation…"  Druelle-Korn, ‘Un Laboratoire Réformateur, Le Département 
Du Commerce En France et Aux États-Unis de La Grande Guerre Aux Années Vingt.’, 2004.notes 
that by the time of the London Congress, ICC headquarters staff had tripled to 24 English, French and 
American personnel. To help with ICC’s budget, the US Chamber of Commerce paid the salaries of Amer-
ican ICC staff.

81. "The potential impact of the sale of reparation bonds on exchange rates…"  As Sally Marks observes in 
her very careful analysis (Marks, 1978), the "transfer problem" identified by the ICC resolution plagued all 
the plans for dealing with the allied claims. Reparations required the transfer of real resources from one 
country to another, in effect, converting German wealth into foreign currencies. But this had to be done 
without depreciating the mark or the payments would become progressively less valuable.
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tended. Of these, twelve had affiliated with ICC before the opening of the Congress. 
They included the original five plus the new state of Czechoslovakia and the first of 
the former Central Powers to join, Austria. Other early affiliates were Denmark, Lux-
embourg, Netherlands, Poland and Sweden. Before the end of the Congress, Argen-
tina, Japan and Spain had also joined. 

Still, the most notable and enduring decision taken by the first congress was to 
create an international commercial arbitration service. The constitution adopted at 
the Paris Congress in 1920 mandated an ICC Arbitration Commission. The idea was 
that members could voluntarily submit contract disputes for speedy settlement. The 
ICC Council set up a committee comprising experienced jurists from each member 
country to propose arbitration procedures. They submitted a two-part plan to the 
London Conference.  One part concerned the organisation of procedures within ICC . 
The second part concerned the international legal recognition of ICC arbitral de-
cisions. This was crucial. Unless the national laws of each country recognised ICC ar-
bitration decisions, they would have no legal effect. Even if the parties to the dis-
puted contract accepted the decisions, they would be unenforceable.82 ICC had also 
to find a way of reconciling different approaches to dispute settlement in ‘common-
law’ (United States, UK and its colonies) and ‘civil-law’ jurisdictions (Europe and Ja-
pan for example). The plan recommended to the London Congress proposed to 
handle these differences by means of equal but alternative procedures, one for con-
ciliation and one for arbitration. 

The London Congress approved the plan in principle. It directed the ICC Council 
to draw up a definite scheme for the organisation of international conciliation and 
arbitration. Further meetings and consultations took place in Paris during 1921 and 
1922. Finally, on 10 July 1922, the ICC Council approved a set of conciliation and 
arbitration procedures. The newly created "Court of Arbitration" heard its first case a 
year later in June 1923, and settled it by conciliation. 

o00o

82. "The decisions… would be unenforceable…"  The Assembly of the League of Nations adopted a pro-
tocol on the international validity of the arbitration clause in commercial contracts in September, 1923; it 
was extended four years later by the League’s Geneva Convention on the Execution of Foreign Arbitral 
Awards. But neither the Protocol nor the Convention was adopted by all League members. Both were re-
placed at the instance of the ICC in 1958 by the United Nations Convention on the Recognition and En-
forcement of Foreign Arbitral Awards, hailed by the UN as ‘the most successful treaty in private interna-
tional law’. See: http://untreaty.un.org/cod/avl/ha/crefaa/crefaa.html accessed June, 2013.
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Reparations: ICC’s “business solution”

The “business solution” to the problem of reparations was the most remarkable epis-
ode of economic diplomacy between the wars. ICC’s engagement and support 
proved important to its success. As the dispute over reparations deteriorated into an 
armed stand-off, it threatened the collapse of the German economy. (France, too, 
struggled with debt and a weak currency). Yet a few years earlier, Germany had 
been the world’s second largest industrial economy. The dispute had become a threat 
to world prosperity. 

The Dawes Committee on reparations was a rare instance of a private ‘concili-
ation’ of a dispute among sovereigns. It was an ‘advisory committee’ comprising 
bankers and industrialists; the most prominent, associated with ICC. It devised a 
compromise among the competing claims of European governments. The experts 
also designed a global funds recycling program to settle the claims. 

Contrary to claims made at the time and later, ICC was not ‘instrumental’ in devel-
oping the plan83 But it had "inside" information about the plan from an early stage 
and encouraged it. Several US bankers associated with ICC were among its strongest 
proponents. The ICC resolutions at its Rome Congress in 1923 offered nothing more 
than a willingness to cooperate with governments by providing advice. But the pub-
lic attention to the ICC debate at Rome was sufficient to help the German and 
French governments, and the American public, accept this novel idea. This was a 
role for which ICC had been created. To bring national business groups together to 
advocate global economic collaboration. 

83. "ICC was not ‘instrumental’ in developing the plan…"  The ICC pamphlet "World Peace Through 
Trade:1919-1979" issued on the occasion of ICCs 60th anniversary uses this term. Some contemporary 
commentators thought the same. For example Balfour, ‘The International Chamber of Commerce’, in a 
1927 survey says ICC "contributed largely to the appointment of the Dawes Committee". The ICC Journal, 
No.8 of February 1926 (p. 15) carries an unsigned review ("As Others See Us") of a book by M. Francis 
Delaisi. The article approves M. Delaisi’s claim "The Dawes Plan was really the work of the International 
Chamber of Commerce".                   
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The origins of the plan

The ICC International Finance Committee set to work to make sense of the League 
Reparations Commission decisions, as the London Congress instructed. Meanwhile, 
behind the scenes, US Secretary of State Charles Hughes began to press France and 
the UK to agree to a different plan. Possibly prompted by the US Chamber of Com-
merce (possibly known to ICC President Clémentel), Hughes suggested private 
bankers should review the reparations claims and come up with a practical funding 
solution. 

The complex, partly phoney, schedule of German payments endorsed by the 
League Reparations Commission in 1921 began to unravel within a year. As it did so, 
the Commission actively sought external advice. In the Spring of 1922 it appointed a 
committee of senior international bankers, including JP Morgan, to advise it. But the 
Commission failed to reach consensus on their plan. (The US ‘unofficial’ representat-
ive on the Commission later described it as ‘substantially’ along the lines eventually 
adopted by the Dawes Committee.84) The Reparations Commission worried, too, that 
the German mark, already inflated in 1918, was rapidly losing any stability. It con-
vened a meeting of international economists including Keynes and Jeremiah Jenks 
of New York University in November 1922. Again, it received recommendations on 
stabilisation similar to those later advanced by the Dawes Committee. 

Then, after Germany repeatedly delayed its bond payments and commodity deliv-
eries, and when the UK refused to support sanctions, France and Belgium sent 
troops to occupy the Ruhr in January, 1923. It was an entirely futile strategy (except 
that it gave the French steel-makers’ cartel access to German steelmaking assets, 
threatening to displace imports of US steel.85 German workers went on strike for the 
next eight months. When the Weimar government issued more money to pay social 
benefits to the strikers, hyper-inflation hit the German mark. The Weimar Republic 
was now in a permanent state of crisis that culminated in Hitler’s abortive Beer Hall 

84. "‘Substantially’ along the lines eventually adopted by the Dawes Committee…" On the Bankers and 
Economists’ committees,see Roland W Boyden, The Dawes Report (1924, June 15). Accessed March, 2014, 
at http://www.foreignaffairs.com/articles/68509/roland-w-boyden/the-dawes-report

85. "Threatening to displace imports of US steel…" Costigliola, ‘The United States and the Reconstruc-
tion of Germany in the 1920s’.
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Putsch in Munich in November, 1923. The debt-burdened French government of 
Raymond Poincaré had to deal with a fall in the value of the Franc that pushed its 
interest costs up. Fearful that France’s victory over Germany would be followed by 
her own economic defeat, Poincaré had played a desperate card in an effort to make 
Germany pay86At the same time, his government attempted to float a large bond is-
sue on the US market to stabilise the Franc.

The ICC International Finance Committee began its study of reparations, man-
dated by the London Congress, in October 1921. Walter Leaf, a prominent UK 
banker, chaired the Committee, assisted by ICC President Clémentel. Already it was 
clear the most important question was no longer how the payments should be made 
but whether they would be made. ICC attempts to liaise with governments over the 
growing controversy were made more difficult by the weakness of collaborative ar-
rangements among governments. Germany was not yet a member of the League or 
of the Reparations Commission. The United States had refused to ratify the League 
of Nations Convention. It had withdrawn from the Supreme Allied Council and from 
the Reparations Commission, now a League of Nations body. (Charles Hughes, Pres-
ident Harding’s Secretary of State, floated a proposal to join the League without rati-
fying the Articles to which the US Senate had objected. But the Senate blocked the 
move.)

Two potential opportunities for inter-governmental talks on solutions to the repar-
ations crisis were the Washington Naval Conference in February 1922, and the 
Genoa Conference of the allied governments in May 1922 that decided on a partial 
return to the Gold Standard. ICC was not formally represented at either meeting but 
attempted, through its National Committees and business contacts, to stay in touch 
with official developments. The US Chamber of Commerce appointed the Secretary 
of the US delegation to the Washington Conference, US diplomat Basil Miles, as its 
resident representative at ICC headquarters. (National Committees were, at this 
time, each allowed to appoint Paris-based "Commissioners”.)87 A few months later 
dozens of ICC members attended the Genoa conference as business leaders on na-
tional delegations. ICC had also stayed in touch with US Treasury views through Ro-

86. "The debt-burdened French government … had played a desperate card…"  The machinations of the 
Reparations Commission in January, 1923, and the invidious role of the UK Bonnar-Law government that 
left Poincaré with no good options, are recounted in Marks (1978), op. cit.

87. “The US Chamber of Commerce appointed the Secretary of the US delegation to the Washington Con-
ference…"  Ridgeway (1938), op. cit. is the source of information on the ICC "network" at official confer-
ences of the era.
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land Boyden, the non-official US representative on the League Reparations Commis-
sion who had been on the Finance Committee at Atlantic City88and would later be an 
ICC delegate to the 1927 League Economic Conference.

Members of the ICC Finance Commission had personal access to top levels of gov-
ernment. Clémentel had regained his Senate seat in France; Alberto Pirelli was well 
connected in Rome. US members such as Owen Young and Edward Filene were 
known to cabinet officials including Secretary of State Hughes and Secretary of 
Commerce Hoover. So, of course, were the leaders of the US Chamber of Commerce 
including A.C. Bedford who was also Clémentel’s vice-president at ICC and John Fa-
hey, Former President of the US chamber and founding member of the Executive of 
ICC. 

US Chamber of Commerce members were growing concerned about the threat of 
‘financial collapse’ in Europe that threatened US markets and investments. In Octo-
ber, 1921 a committee of leading members of the Chamber that included John Fahey 
returned from an "observation" mission to Europe. According to a report in the New 
York Times89 the committee recommended, among other things, an "international 
commission of businessmen to aid the reparations commission in working out diffi-
cult financial problems". Clémentel was aware of the Chamber of Commerce report. 
It seems likely, too, that the idea was raised during the US Chamber’s tenth annual 
congress in Washington in May 192290 attended by both Secretary Hughes and Pres-
ident Harding, where debates focussed on US-European trade and investment. 

In mid-1922, Secretary Hughes began to manoeuvre behind the scenes to get the 
French and German governments to approve the appointment of a committee of ‘fin-
ancial experts’ to assist with sorting out the reparations problem. (This appears to 
have been after the governments represented on the League Reparations Commis-
sion rejected the J P Morgan recommendations.) The US Chamber may have promp-
ted him, or it may have been a report from Roland Boyden home on summer-leave 
from the Reparations Commission.91 In any case, State Department records show that 
Hughes briefed the US Ambassador to France sometime in the autumn of 1922 on 

88. "On the Finance Committee at Atlantic City…"  According to (Ridgeway, 1938, 60.).

89. "According to a report in the New York Times…" New York Times, "Trade Envoys Urge Sharing World 
Task", 5 October, 1921

90. "The US Chamber’s tenth annual congress in Washington in May 1922…"" Ridgeway reports Basil 
Miles’ account of the meeting on p. 164. The NY Times gives an account of the congress in "Harding As-
serts Honest Commerce Is Nation's Need", 19 May, 1922
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his plans. On Hughes’ instructions, the Ambassador sounded out Thomas Lamont 
and J P Morgan of Morgans bank in early October, asking whether they (and other 
bankers?) would float the idea publicly.  But Morgan, who had been on the panel of 
bankers whose advice the Reparations Commission had rejected only a few months 
earlier declined "flatly" to take any initiative.92 He considered it "a political matter… 
the initiative must come from the governments." The Ambassador also raised the 
idea ‘informally’ with the French Prime Minister, Raymond Poincaré in late October 
1922, but further exchange was derailed by intelligence that the French were mak-
ing plans to "play their last card" against German reparation delays by taking over 
the Ruhr Valley.                                                                                           

Hughes made a further, final behind-the-scenes attempt to win over the French 
government in a meeting wth the French Ambassador in Washington on 14 Decem-
ber. He expressed strong doubts about the good sense or value of any occupation 
plan (the Ambassador suggested it was still only a threat). He again pressed the idea 
of an advisory group "of the highest authority in finance or business" to sort out the 
financial issues of reparations. Hughes said it appeared "statesmen" no longer had 
any room to manoeuvre on reparations. It was time to accept an alternative solution. 
A week later, Poincaré replied without accepting or rejecting the idea.93 He wanted, 
first, to "exhaust the opportunities" for official agreements with other governments. 
Hughes warned if France did so it might lead to the breakdown of all options. 

Just a day or two later, the President of the US Chamber of Commerce, Julius 
Barnes, met with Hughes to urge him to formally propose such a committee of finan-
ciers. According to the report in the New York Times.94 Barnes presented Hughes 

91. "A report from Roland Boyden home on summer-leave from the Reparations Commission…"  Ridge-
way, 1938, op. cit. p 166..

92. "Declined "flatly" to take any initiative…" According to the Ambassador’s report, Morgan was 
"sensitive about restrictions imposed last time on bankers commission but is willing to serve again 
on it if it is reconvened with restrictions removed." The report of the US Ambassador to France 
(Herrick), can be found in the FRUS papers for 1922, Vol 2 at p. 165. This and other State Depart-
ment documents on US diplomatic efforts to launch the Dawes Committee can be found at http://
digital.library.wisc.edu/1711.dl/FRUS.FRUS1922v02, accessed April, 2014 

93. "Poincaré replied without accepting or rejecting the idea…"  Poincaré seems to have misconstrued the 
idea at this point, thinking that Hughes was suggesting an arbitration of the awards that would be binding 
on Governments. This was not what Hughes had in mind. Governments would have the opportunity to ac-
cept or reject the advice of the experts.

94. "According to the report in the New York Times…"  New York Times, December 22, 1922 "Plan Started 
by Americans."
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with a plan developed in the US Chamber on reparations and the ‘threat of financial 
collapse in Europe’. The coincidence of timing suggests some background coordina-
tion — not for the first time — between the Chamber and the State Department.

A fortnight after Hughes’ correspondence with Poincaré, the Reparations Commis-
sion declared Germany formally "in default" on its payments on 26 December. It 
must have been clear to Hughes that the time for private persuasion was over.95 The 
French government would now be under strong public pressure to follow up its now 
well-advertised threats. Once they did so, there was no prospect of German coopera-
tion. So Hughes took the opportunity of a 29 December speech at New Haven, Con-
necticut, to broach the idea in public.96

"If  statesmen cannot  agree,  and exigencies  of  public  opinion make their 
course difficult, then there should be called to their aid those who can point 
the way to a solution. Why should they not invite men of the highest au-
thority in finance in their respective countries-men of such prestige, experi-
ence and honor that their agreement upon the amount to be paid and upon 
a financial plan for working out the payments, would be accepted through-
out the world as the most authoritative expression obtainable?" [US Secret-
ary of State, Charles Hughes, New Haven, December 1922]

The Hughes address was a public step toward US reengagement with global eco-
nomic management while, ‘behind-the-scenes’, it tangled with allies over debt re-
scheduling. But in deference to US voter sentiment the proposal fell short of official 
US leadership in the most contentious global economic question of the time. The US 
would not be ready to take up the role that its preeminence in goods, services and 
capital markets demanded for another decade. 

95. "It must have been clear to Hughes that the time for private persuasion was over…" It is interesting that 
Hughes refused to provide further details of his proposal to the UK government when he met with their 
Ambassador on 18 December. The Ambassador evidently knew what was being discussed. He could have 
read as much in the NY Times. But Hughes rather disingenuously dismissed further enquiry: "The Secretary 
said that he did not feel at liberty to discuss the matter with the Ambassador at this time; that the Secretary 
had made certain suggestions, in an informal way, to the French Government; that he was quite sure that 
these suggestions did not involve any action which would not be viewed with entire favor by the British 
Government and that he was not at all sure that they would come to anything and was not disposed, there-
fore, to attach an undue importance to them." FRUS, op.cit. p 193

96. "Hughes took the opportunity of a 29 December speech…"  Text from ‘Hughes discloses policy in 
speech’, New York Times, 30 December, 1922. The text of the speech had been passed
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Poincaré, however, rejected the Hughes proposal on the basis that Versailles gave 
France certain rights that it was not prepared to submit to any review.97 France in-
sisted on German compliance with the 1921 Reparations schedule. His own Presid-
ent (Millerand) pressed the case of the French steel cartel for occupation of the 
Ruhr.98 On 11 January, 1923, the French and Belgian troops entered the Ruhr.

o00o

ICC's Rome Congress (1923)

The Rome Congress of ICC opened just two months after the Ruhr occupation began, 
in March 1923. Benito Mussolini was "Honorary Chairman". (He sat on the stage, ac-
companied by blackshirt guards).  The US delegation came armed with a determina-
tion to pursue the "business" solution that had been proposed by Secretary Hughes. 

The Conference appointed a committee to develop a resolution on reparations and 
debts. Fred I. Kent of the Bankers Trust Company chaired the committee. Kent, along 
with the other US member of the Committee, Willis Booth (Vice President of the 
Guarantee Trust and future President of ICC), was one of a group of US bankers99 
that had been attempting to soften the U.S Treasury’s approach to the question of al-
lied debts since shortly after Versailles. The US government continued to resist any 
link between allies’ receipt of reparations and the repayments of their war-time 
debts.100  But the ICC drafting committee had no doubt of the connection. 

The first resolution of the Second ICC Congress was entitled "World Restoration". 
The resolution declared that a solution to the reparations/debts issue was a ‘condi-
tion precedent’ to economic recovery. It made initial concessions to the French view 
that Germany should be and ‘morally’ liable for restitution and reparation to the full 

97. "Versailles gave France certain rights that it was not prepared to submit to any review…" The French 
Chargé gave this explanation, retrospectively, in a call on Hughes in October, 1923, at the point where Poin-
caré was finally ready to accede to the idea . See FRUS 1923, Vol. 2 p 79. http://digital.library.wisc.edu/
1711.dl/FRUS.FRUS1923v02 accessed April, 2014

98. "His own President (Millerand) pressed the case of the French steel cartel for occupation of the 
Ruhr…"  See Ridgeway (1938) op. cit. 167.

99. "A group of influential US bankers…"  The story of the group of bankers from the largest, mostly New 
York based, banks that had effectively mounted, through syndicated loans organised by J.P. Morgan’s bank, 
a private reconstruction finance campaign after 1919 is recounted by Abrahams, ‘American Bankers and 
the Economic Tactics of Peace: 1919’.
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extent of its resources. It hinted at possible concessions on inter-allied debts but did 
not advocate a solution. Rather it offered the assistance of ‘the businessmen of the 
several countries’ in finding a solution. 

"The International Chamber of Commerce believes that it is impossible to 
arrive at lasting settlements without recognition of the interdependence of 
the different parts of the world's economic organisation, the futility of the of 
partial  remedies,  and  the  necessity  for  comprehensive  consideration  of 
these inter-related questions…

The final disposition of the reparations problem is a condition precedent to 
permanent improvement of world economic forces. It imperative that the 
full extent and moral character of the obligations should be recognized and 
restitution and reparation made to the utmost  extent  of the debtor's  re-
sources, whether internal or external, from whatever sources derived…

… . While it is true that the allied debts created by the world war are oblig -
ations undertaken in good faith and do not admit of repudiation, neverthe-
less as they were contracted in a common cause and during a period of tre-
mendous sacrifice of life and property, a proper factor in any adjustment of 
such indebtedness should be the present and probable future ability of each 
debtor… to pay…

The International Chamber of Commerce believes that a general economic 
conference of the nations interested for the final it of these problems is es-
sential and inevitable. This Chamber fully recognizes that it would be inop-
portune now to propose any suggestions for the settlement of the present 
situation which exists between the Allied nations and Germany. Yet believ-
ing that at the proper time Governments may wish to themselves of the 
practical  experience  of  the  business  men of  the  several  countries  ;  this 
Chamber agrees to hold itself in readiness to render the interested parties 
such assistance as may be desired…" [From the resolution on "World Eco-
nomic Problems", International Chamber of Commerce. Rome March, 1923]

100. "The US government continued to resist any link between …reparations and the repayments of war-
time debts…"  Congress held the Constitutional authority on debts. But the Harding administration had 
softened its approach with the appointment of a number of its most moderate officials — including Hughes 
— to the War Debts Commission mandated by Congress to oversee repayments. The Commission’s first 
act, in February 1922, shortly before the ICC Rome Congress, was to inform the allies that it would con-
sider refunding some of the debt. But it would be another five years of hard bargaining — and name-calling 
— in which the US government delayed approval of French syndicated bond issues on the US market and 
the French government threatened to withdraw from Dawes/Young plans before the two arrived at an agree-
ment on a reduced French repayment schedule. See: Rhodes, Kawai, and Wignaraja, ‘Reassessing” Uncle 
Shylock”: The United States and the French War Debt, 1917-1929’.
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As had been true in London two years earlier, the text of resolution was less expli-
cit than than the debate. Kent recommended an investment banker’s approach to 
breaking vicious cycle of reparations and debt. Setting aside sentiments of obligation 
and entitlement, funds should be employed in the way most likely to encourage 
market growth. Without a reduction of its debts to the U.S.A. France would not 
agree to reduce the German reparation burden. But without a reduction of Weimar’s 
liability for reparations, international banks would be reluctant to finance German 
reconstruction necessary to pay even a reduced reparations bill.  To break the cycle, 
the United States should agree to some cancellation of the war debts and France 
should accept a more reasonable German liability as determined by an international 
Committee of financial experts. In return for US concessions on debt, European gov-
ernments should undertake policy reforms that would strengthen their economies. 
The US banking industry considered that it would be possible to obtain external fin-
ance on this basis for German reconstruction that alone would ensure the payment, 
over the long term, of the reparations. 

These ideas were delivered to a receptive audience in the ICC Congress, where 
they won acclaim from Etienne Clémentel, as ICC President. They were also wel-
comed in Berlin and, in non-official circles, at least, in Paris. In April, Gustav Strese-
mann — formerly a German delegate to the pre-war International Congresses — 
began a campaign in the Reichstag for a new accommodation with France, the UK 
and Belgium. It would be based on a reappraisal of reparations based on Germany’s 
capacity to pay. He referred explicitly to the ICC offer to help find a business solution 
and appealed to the French government to listen to its own businesses that had 
joined in support for the Rome resolution. By August, Stresseman had found support 
to wrest the Chancellery from the chaotic Cuno government. He reversed the former 
policy on resistance to the allies in the Ruhr and rebased the now-worthless Weimar 
currency. 

Under pressure from its allies and public opinion (including the Pope!101), the 
Poincaré government reluctantly agreed in November, 1923, that the Reparations 
Commission should again seek business advice. After brief consultation, the Commis-
sion decided there should be two committees to advise on German solvency and ca-
pacity to pay reparations. There seems not to have been any quarrel in the Commis-

101. "Including the Pope…" See NY Times, 29 June 1923 “Pope’s Ruhr Appeal Unheeded in Paris”
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sion, (or from Poincaré) about the choice of US bankers to lead the advisory 
group.102 

o00o

102. "There seems not to have been any quarrel in the Commission…"  At least, to judge from the US dip-
lomatic traffic recorded in FRUS, 1923 op.cit. A US banker (Morgan) had, in any case been the Chair of the 
1922 advisory committee. France continued to US Morgans, too, as its agents for the bond issues it planned 
to launch on the US market.
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The Dawes and Young committees

The United States nominated Chicago banker Charles G. Dawes, the first Director of 
the US Office of the Budget (now Office of Management and Budget), as chair the 
first of the two committees of experts.103He was joined by three prominent members 
of the ICC. These were: Owen D. Young, Chairman of General Electric and the Radio 
Corporation of America and a member of the ICC Executive, who is credited with de-
vising the mechanisms and writing most of the Dawes report;104 Alberto Pirelli, a 
second member of the ICC Executive and a leading expert member of the Economic 
Committee of the League of Nations, and; Jean Parmentier, a French engineer and 
industrialist associated with the ICC who had attended the Atlantic City conference. 

The Dawes Plan, for which Dawes won the Nobel Prize in 1925, called for a rad-
ical reappraisal of the reparations obligations and a new approach to managing 
them that would be commercially feasible. It called for a complete re-organisation of 
German finances including tax reform, an international loan of about $230 million 
(1924 dollars) to Germany for budget support, and a complex supervisory structure. 
None of the European allies was enthusiastic about the plan. French public opinion 
was especially negative. It meant a triple climbdown for France: reduced reparations 

103. "Chicago banker Charles G. Dawes…" Dawes used the title "General" Dawes, from his appointment 
as a Brigadier General during the Great War. He had been a business ally of Morgans’s bank since 1915 
when Thomas Lamont, J.P. Morgan’s partner, convinced him to associate his bank — the second-tier Cent-
ral Trust Company — with Morgans’ first large privately-funded US loan to the UK. See the note on La-
mont, above. At the time, Lamont promised him that Morgans would rewarded him for his trust (Dayer, 
‘Strange Bedfellows: J. P. Morgan & Co., Whitehall and the Wilson Administration During World 
War I’ extracts the exchange from Lamont’s papers)  In 1917, when he was appointed to the command of 
the supply chain for the American Expeditionary Force in Europe during the war, his subordinate in the 
Paris purchasing office of the US forces was the leading partner of Morgan, Harjes et Cie — the Morgan’s 
affiliate in Paris — (Lieut. Colonel) Herman Harjes. Dawes served on the Finance committee at the Atlantic 
City conference. President Harding nominated Dawes to the Office of Budget in 1921. After his public suc-
cess with the Reparations Commission, he was the third fall-back candidate for Vice President at the 1924 
Republican convention that nominated Calvin Coolidge. After the election, however, his abrupt and self-in-
terested behaviour soon created a rift between the two men. He made several political mistakes as President 
of the Senate, so the Republicans dumped him before the 1928 polls.

104. “Owen D Young,…who is credited with writing most of the Dawes report…" (Marks, 1978, 246.); 
(Costigliola, 1976) adds further details.
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payments, withdrawal from the Ruhr without gain and renunciation of rights it had 
secured at Versailles to take unilateral measures to secure German payments. Poin-
caré was reluctant to accept but the parlous state of the economy and the Franc 
made his government reliant on US financing. He was in a squeeze. The electorate 
lost confidence and Poincaré lost government in June, 1924.

J.P. Morgan’s bank, that won the right to syndicate approximately $110 million of 
the ‘Dawes’ loan on the US market was the principal source of French foreign cred-
its.105 Morgans had loaned France about $100 million for six months in March 1924 
for currency support. That credit would need to be rolled-over about the time of the 
allied conference in London that was due to approve the Dawes Committee recom-
mendations. Behind the scenes, Secretary of State Hughes, threatened to veto the 
French bond issue loan unless France accepted the Dawes plan and agreed to the US 
claims for a small share in the re-estimated reparations payments.106 Etienne Clé-
mentel, who had chaired the ICC Rome Congress where the ‘business solution’ was 
so widely endorsed, was now back in the cabinet as Finance Minister in the new 
Hériot government. Despite his support for the idea, it must have been a disagree-
able irony to have to accept its inglorious terms on behalf of France.107

The US bankers, remembering their experience in 1919 with the undersubscribed 
debentures for the Edge Act foreign-trade bank, were skeptical that investors would 
subscribe to the Dawes loans. Their stipulations were behind the demand that 
France renounce its rights to unilateral enforcement. They demanded that German 
repayments of the Dawes loan have priority over reparations debts. To encourage 
private participation in the loans — and out of concern about the softening US eco-
nomy —  the Federal Reserve of New York cut bank discount rates to record low 

105. "J.P. Morgan’s bank, that won the right to syndicate approximately $110 million of the ‘Dawes’ 
loan…"  The balance of the funds was raised in UK, France, Switzerland, Netherlands, Belgium, Italy and 
Germany. See: (Auld, 1934).

106. "Secretary of State Hughes, threatened to veto the French bond issue…"  In early 1922 the Harding 
administration requested banks to inform the State Department of any proposed loans to foreign govern-
ments for reasons of ‘national interest’. The Department began to disapprove loans to governments that had 
not reached an agreement with the Congressional Debts Commission on the repayment of war-debts. France 
did not reach an agreement with the US until mid-1926. For details of Hughes’ threat to Heriot and Clémen-
tel on the 1924 loan, see FRUS 1924, Vol. 2 page 73-74. For a revisionist account of the (rather moderate) 
actions of the US War Debts Commission, on which Hughes served, see Rhodes et al.(1969), op.cit.

107. "It must have been a disagreeable irony to have to accept its inglorious terms on behalf of France…"  
His biographer, Guy Rousseau, agrees. See the sketch of Clémentel’s career, based on Rousseau, below.
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levels in early 1924. (This would be followed by a lurch in the other direction four 
years later.) 

But, this time, US investors responded all too enthusiastically. Private investors bid 
for nine times the amount of the US portion of the Dawes Loan, fully subscribing the 
loan in the first fifteen minutes it was on offer.108 Investor perceptions that Germany 
was on the road to recovery of its pre-war industrial might opened a flood gate of 
funds. In total, German federal, state, provincial and municipal governments (and 
even church organisations) borrowed up to seven times the amount of the plan loan 
between 1925 and 1930.109 

For the three years in which the Dawes Plan ran, Germany met almost all of its re-
parations payments. The still larger foreign loans that it received covered the liabil-
ity. But Dawes was a temporary ‘fix’. Both the reparations estimates and the pay-
ments schedule needed further revision. In 1928, the prescribed reparations pay-
ments would have risen to a level that would have squeezed loan repayments (even 
as new loans were made).110 So the European allies and Germany agreed to adopt a 
revised plan developed by a new committee under the supervision of Owen Young. 
Once more, the management of reparations planning was entrusted largely to senior 
business figures associated with the ICC.111  Of the twenty-eight members of the 
Young Committee,112 ten were either on the ICC Executive Committee or one of the 
specialised ICC Committees. 

The Young Plan, which came into effect in 1929, reduced Germany’s nominal re-
parations debt by 20 per cent and set a repayment schedule for the loans of fifty-
nine years. This was the same repayment period that applied in the war-debt agree-
ments that the United States had now reached with its European allies. Repayment 
of private loans was now also given priority over payments of reparations. Only one-

108. "Private investors bid for nine times the amount of the US portion of the Dawes Loan …" Costigliola, 
‘The United States and the Reconstruction of Germany in the 1920s’ p. 495

109. "Borrowed up to seven times the amount of the Plan loan between 1925 and 1930…"" Data reported 
in Marks (1978) op. cit..

110. "In 1928 the prescribed reparations payments would have … squeezed loan repayments…" Costigliola 
(1976),op.cit. p. 498.

111. "Senior business figures associated with the ICC…"  The near-ubiquitous Morgan’s bank was also 
represented by J.P Morgan Jr. and his partner Thomas Lamont.

112. "Of the twenty-eight members of the Young Committee…"" ICC World Trade April 1939, page 16
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third of the scheduled German repayments were "unconditional." These were mostly 
consigned to France that, as part of the settlement, withdrew its troops from the 
large Rhineland province it had occupied since 1918.

The Young plan replaced the supervisory structure of Dawes plan and the Allied 
Reparations Commission with a new oversight body: the Bank for International Set-
tlements (BIS), located in Basel, to receive and disburse reparations payments in col-
laboration with the various central banks. The BIS thus became the first-born of the 
contemporary intergovernmental financial institutions.

o00o

The limits of the 'business solution'

Governments never rescinded the Young Plan’s "final settlement" of reparations 
claim. But neither did they fully honour it.

The financial crises that seized Germany after 1930 jeopardised the repayments. 
When the extremist parties of the left and right made big gains in the German elec-
tions of 1930, foreign capital took flight. This created the conditions for a banking 
crisis in the following year. Now that the US market for foreign loans had dried up 
the German government sought reparations relief. The French government respon-
ded with a set of conditions. targeting the Austro-German customs union — to 
which they objected — creating an impasse. Then German government repayments 
were formally interrupted by President Hoover’s "surprise" announcement (July 
1931) of a moratorium on intergovernmental debts. This included repayments under 
the agreements the US had now reached with its European allies on their war debts. 

Hoover intended to calm the fears of US private investors who now felt over-ex-
posed to Germany. The moratorium on official debts made further room for repay-
ment of private loans. But the European allies now also recognised that the Young 
plan could not survive. Hitler, who assumed the Chancellery after 1933, exploited 
popular resentment of the reparation payments and increased taxes imposed by the 
plans. At their Lausanne conference in 1932, the allies confected a compromise that 
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they must have known to be a ‘dead letter’.113They proposed to consolidate the re-
maining reparations into one final repayment on the familiar condition that the US 
agree to absolve their war-debt obligations. The United States continued to refuse.

No further reparations payments were made before the world plunged again into 
war in 1939.114In the final analysis the loans to Germany covered most of the $5bil-
lion (20 billion Marks) of reparations payments115 that Germany actually made to the 
allies. As successive French leaders — Clémentel among them — had feared, the vic-
tors in the War had not only paid their own bills but had also financed the recon-
struction of Germany and her rearmament.

The Dawes and Young plans were modestly effective in recycling US trade and 
capital surpluses. The funds went back to Germany though the loans and on to the 
European allies via the reparations payments. The ‘business solution’ did open up a 
vigorous private capital market. With some government encouragement (interest 
rate cuts, seniority of private loan claims) it helped to supply the needs of recon-
struction. But private capital was a ‘stop-gap’ solution with a short repayment hori-
zon. It could not compensate for governments’ mis-management of war-debts, ex-
ternal imbalances and the reconstruction needs of Europe. The wrangle over repara-
tions was a massive, unproductive distraction from the real challenge of rebuilding 
economies and trust among governments and markets. Servicing the large private 
investments that facilitated the Dawes and Young plans, sucked scarce dollars from 
Europe as did the booming US stock market. Yet the US raised its trade barriers 
throughout the 1920s, denying Europe the dollars they needed to meet the short 
term obligations of private capital. 

113. "A compromise that they must have known to be a ‘dead letter’…" The USA, not a party to the 
Lausanne Convention, rejected the suggestion pointing out, at a parallel disarmament conference in 
Geneva, that the European allies were spending more on arms than would be needed to meet their debt ob-
ligations. However the Allies did not pay their debt installments in 1932-33 and after 1934 all but Finland 
were in default.

114. "No further reparations payments were made…"  In 1953 a settlement of the reparations debt was fi-
nally reached in the London Agreement on German External Debts that enabled West Germany to re-enter 
global financial markets and institutions (the IMF) in good standing. The outstanding WWI reparations li-
abilities, including on private loans, plus repayments on additional post-WWII loans from the USA were 
determined to amount to about $32 billion. West Germany’s actual liability was set at about $15 billion to 
be repaid over 30 years; although some amounts were to be paid only on condition of eventual (but then 
‘unlikely’) re-unification of East and West Germany.  Four decades later these bonds were revived by Ger-
many after re-unification. The last of Germany’s WWI debts were repaid in 2010.

115. "Loans to Germany covered most of the $5billion (20 billion Marks) of reparations payments…"  The 
estimate is from Marks, (1978), op. cit.
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The inadequacy of the ‘business solution’ of the 1920s served as a lesson for the 
governments after the World War (1939 − 1945). It demonstrated the need for 
inter-governmental collaboration in the management of global liquidity and external 
balances. Still, the Dawes and Young plans were a tribute to the imagination, diplo-
matic skills and influence of the international business community, and to the lead-
ership of ICC. It had helped to cut through the misunderstanding, nationalism and 
bitterness that persisted after the Great War by devising a private-sector substitute 
for the collaboration missing between governments.
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C: The businessman’s League

Economic Recovery to Collapse (1925-1929)

ICC’s mission was (and is) to facilitate international businesses. But for the first five 
years after the Great War most of its attention was on the barriers to resumption of 
‘normal business’. The devastation of war was partly responsible. But the bigger bar-
riers were policy misalignments and mistakes propagated by the Versailles Treaty.

ICC did not neglect its ‘core’ mandate during the turbulence of the early years. Its 
first Congresses in London and Rome the ICC made recommendations to govern-
ment on several areas of trade-related regulation, including the standardisation of 
customs tariff nomenclature and the stabilisation of duty rates. The Chamber advoc-
ated more equitable treatment of foreign business people, including the creation of a 
right to undertake professional activity abroad. It called for the elimination of dis-
crimination in the civil treatment of travellers according to their passports and visas. 
ICC pressed for the fair treatment of established foreign businesses including the 
elimination of double taxation. It made many recommendations for improving the 
administration of international transport and communications. It also made a large 
number of suggestions for improvements to the international protection of trade-
marks and designs. Many of these were later incorporated by governments in the 
Madrid Protocol.

Still, it was not until 1925 that ICC was able to turn the focus of its attention from 
debts and finance to international trade. There was hope for improvement in the 
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political economy and security framework in Europe in 1925.116 The settlement of 
western European borders, especially the French-German border, by the Locarno 
treaties — the geo-political counterpart of the Dawes and Young financial plans — 
promised a return to peace and stability. Germany acceded to the League of Nations 
in that year. Since membership of the League of Nations was the only pre-condition 
for national membership, the ICC Council was able to accept a proposal in January 
1925 from the German Chamber of Industry and Commerce to join the ICC. The US 
had reached agreements with its allies — finally including France —  on conces-
sional schedules of repayment of war-time debts. The reparations issue seemed to be 
under the expert management of international bankers.

Globally, too, 1925 marked a threshold of recovery from the war. 

"The year 1925 is usually taken as the end of the period of reconstruction 
after the war. It is an apt date, in politics no less than in economics. Up to 
1925, in the political sphere, the Allies were still wrangling with each other 
over the treatment of Germany. It was the first year in which the volume of 
world trade passed its pre-war level, though some of the countries in West-
ern Europe and overseas had passed that level earlier. 1925 was also the 
first year in which European primary production reached and exceeded the 
level of 1913; and the year Great Britain returned to the Gold Standard" 
[Lewis (1949)]

It seemed that ‘normal’ was coming back into business. For the following four 
years, at least, trans-Atlantic trade echoed some of the economic ‘roar’ that charac-
terized the Twenties in the United States. The nominal value of world trade doubled 
between 1920 and 1927117 as incomes grew more strongly.  By 1928, continental 
West European economies had recovered to the point where their exports to the USA 
— although only 6 per cent of the their global exports — were up more than 40 per 
cent (in $US values) over pre-war exports. Despite rising US tariff barriers, exports 
to the US were growing twice as fast as their world-wide sales. United States exports 

116. "There was hope for improvement in the political economy and security framework in Europe in 
1925…" This is how Sir Arthur Lewis opens Chapter III of his Economic Survey: "From 1925 to 1929, the 
clouds seemed to roll away. The political atmosphere was much better. The Locarno pact signalised the re-
turn of international confidence. The suspicions of the war were banished and men looked forward light-
heartedly to peace. The economic atmosphere was no less confident. Between 1925 and 1929 world produc-
tion of foodstuffs and raw materials was increased by 1 I per cent and world trade by 19 per cent; world 
manufacture proved particularly buoyant, increasing by as much as 26 per cent. The times felt prosperous, 
and so indeed they were." Lewis, Economic Survey(1949)

117. "The nominal value of world trade doubled between 1920 and 1927…"  (Madsen, 2001), Figure 2 and 
text.
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to continental West Europe — one third of US exports — were up almost 60 per cent 
in the same period. See Table One.

Table 1: Exports of Selected Regions

United States Cont. W. Europe

Year World Cont.W.Europe UK World United States UK
1900 1394 485 534 4133 251 937
1913 2466 819 597 7677 442 1382
1928 5127 1298 848 9281 630 1485
1935 2283 486 433 5579 310 811
1938 3064 621 514 6952 339 914

China Japan

Year World Cont.W.Europe Japan World United States China
1900 117 18 13 99 27 15
1913 294 47 53 324 97 96
1928 721 101 202 946 390 246
1935 312 53 100 749 158 189
1938 420 63 145 824 128 376

Source: UN International Trade Statistics 1900 - 1960

ICC DATA AND PUBLICATIONS

On business as well as policy questions, ICC regularly sought the advice of 
its national Committees and its thousands of directly affiliated businesses. It 
sometimes used a ‘referendum’ procedure. Data, analyses and suggestions 
were  passed  ‘up’  to  the  national  or  regional  representatives  at  ICC 
headquarters (the resident ‘Commissioners’) and to the various formal Com-
missions of ICC. These, in turn, made recommendations for adoption by the 
ICC Council, which included ex officio the Secretary-General of ICC and its 
President. The material gathered by the Commissions for analysis was often 
detailed and voluminous. ICC disseminated much of it to National Commit-
tees, governments and other organisations in the form of "Brochures". This 
series of official ICC documents — usually approved by the Council — was 
published from 1921 to 1958 (with a gap during the years of World War II).  
The ICC Congress Records (1920-1959) also contained full accounts of the 
reports and data presented to the biennial Congresses by the Commissions. 
The ICC Journal — up to 1927 and then "World Trade", and eventually "ICC 
News" — was published, usually monthly, in the English, French and Ger-
man languages. It provided more summary information and articles of gen-
eral interest (and, for some years, long lists of trade fairs). ¶
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At first, there was some apparent progress on trade liberalisation. ICC had a high-
profile endorsement of its trade liberalising proposals at the Geneva Economic Con-
ference of the League in 1927. Then, France and Germany concluded a bilateral 
trade treaty in 1927, two years after agreeing on their mutual borders at Locarno. 
The treaty restored MFN duties between the two and temporarily capped tariff in-
creases. But the agreement turned out to be less a change in policy direction than an 
expression of optimism based on a brief economic recovery in France after 1926. It 
reflected, too, the briefly improved bilateral relationship after France’s withdrawal 
from the Ruhr (August 1925), stabilisation of the two currencies, and the restoration 
of reparations payments under the 1924 Dawes plan. But after several breeches, 
France rescinded the agreement in 1934. Gains that German exporters had won in 
French markets on the back of a German currency collapse helped to kill it. French 
resentment of the Austro-German Customs Union (1929) and the suspension of Ger-
man reparations payments in 1931 were the final blows. 

ICC tried without much success to bring the Geneva Economic Conference recom-
mendations into effect:

"The ICC did everything in its power to follow up and keep alive the initial  
impulse given by the [World Economic] Conference. In June 1927 its fourth 
General Congress in Stockholm mobilised the business opinion of 35 coun-
tries In support of the strategies advocated at conference, and initiated a 
series of studies into the ways and means of carrying them into affect. In 
the autumn of 1927 and the summer of 1928, it took an active part in the 
government conferences called to draw up multilateral agreement for the 
abolition of prohibitions and quantitative restrictions on imports and ex-
ports [The League of Nations’ Convention on the Abolition of Import and 
Export Prohibitions and Restrictions]. An agreement was signed but never 
went into effect. The requisite number of ratifications was not forthcoming." 
[Dr Fritz Fentener van Vlissingen "World Trade" Volume XI No. 1, February 
1939]

In July 1929, ICCs Amsterdam Congress adopted a prescient resolution warning 
governments and business about the consequences of the failure of follow-up to the 
1927 World Economic Conference. It pointed to plans for big tariff increases such as 
the US Congress’ special session of January 1929, that lead to the Smoot-Hawley tar-
iff bill. It forecast that the new tariffs "would probably exercise a decisive influence" 
on world commercial policy.  The Chamber emphasised the danger of contagion in 
commercial policy. Any country that flouted League recommendations for tariff re-
ductions would find its trade partners doing the same. It urged all governments to 
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appreciate the disaster that would overtake them "should any further aggravation of 
the situation already described as dangerous by the 1927, conference take place in-
stead of the improvement that might ultimately have been expected." 

 But League Members responded to the threat of spreading protectionism with 
gestures rather than real policy changes. In September 1929, just a couple of weeks 
before the Wall St. stock-market collapse, the League of Nations called a "Prelimin-
ary Conference with a view to Concerted Economic Action." European Members of 
the League (without any US representation) gathered to consider a UK-inspired idea 
of a multilateral "tariff truce". The conference, billed, at the time as a second World 
Economic Conference, was held in March 1930. Eleven countries including the UK, 
France and Italy agreed to a one-year "stand-still" on tariff increases and to potential 
tariff negotiations in the following year. But ratifications of the agreements were 
delayed. Then, in November 1930, the French government proposed that the truce 
should be contingent on complementary action118 on anti-dumping and agreement 
on an arbitration mechanism for trade disputes. The earlier consensus on the truce 
fell apart. One surviving recommendation of the Conference of interest was a pro-
posal for a kind of ‘north-south’ dialog119 bringing European and "overseas countries" 
together to consider what could be done to improve their mutual advantage."

After 1931, governments everywhere scrambled to implement record protective 
tariffs. They negotiated discriminatory agreements designed to favour national pro-
duction and currencies. ICC’s warnings and recommendations on trade were lost. 
The use of trade restrictions as a ‘second-best macroeconomic’ policy meant that 
trade liberalism of the kind consistently and forcefully advocated by the ICC was not 
even considered on its own merits. Governments subordinated market openness and 
the growth of external commerce to the classic mercantilist objectives of securing 
specie (gold) and aggregate economic growth as seen through the distorted prism of 
fixed exchange rates. 

ICCs President Dr Fritz van Vlissingen had a compelling explanation for govern-
ments failure to heed ICC’s recommendations:

118. "The French government proposed that the truce should be contingent on complementary action…"  
See New York Times, November 30, 1930 ‘Tariff Truce Delay Forced at Geneva.’ The NYT report effect-
ively conveys the atmosphere of mistrust and frustration among the governments represented at the confer-
ence and the bickering and sarcasm of the delegates.

119. "A proposal for a kind of ‘north-south’ dialog…" A brief account of this aspect of the conference is in-
cluded in Bairoch (1989), op.cit.
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"All these efforts and warnings were unavailing. Why? I am inclined to offer 
three apparently contradictory explanations: excessive optimism, excessive 
timidity, and the crisis of 1929. Business was improving. The famous boom 
was already in full swing. Between 1925 and 1929 world production in-
creased by 11 per cent and world's trade by as much as 19 per cent. It was 
therefore only natural that public opinion, and the government opinion… 
should pay little heed to the warnings issued by the ICC and the conference. 
Then again, perhaps in part owing to this prevailing optimism, the govern-
ments were too timid to take any drastic action immediately. The vested in-
terests had been aroused by the conference and were barking at their heels. 
They thought it better to postpone action until dire necessity should force 
their hand. They forgot that it is far more difficult to relax trade restrictions 
when trade is bad than when trade is good. Lastly, the crisis was on the 
world too fast for any profound reversal of policy to take root. Before the 
governments could make up their minds, they were back in the old vicious 
circle  of  emergency  improvisations."  [Dr  Fritz  Fentener  van  Vlissingen 
"World Trade" Volume XI No. 1, February 1939]
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ICC and the Economic Committee of the League of 
Nations

ICC’s early prominence in international economic policy was due in part to its close 
cooperation with the economic office of the League of Nations.

ICC and the League of Nations were new global institutions with different consti-
tutions but similar objectives. Of course, they did not enjoy the same stature. One 
was an intergovernmental organisation and the other private. One had broad, "high 
policy" concerns for security, health, human welfare and the world economy. The 
other was interested chiefly in "low policy" questions of international business and 
trade. But each sought to advance world peace and prosperity by cooperative action. 
Both were novel; no institutions quite like them had ever existed. Neither had ori-
ginal power. Each had the ear of world leaders, from time to time. But they de-
pended on national governments to act on their recommendations (or to make treat-
ies in the case of the League). 

 The League secretariat relied on ICC to help develop and to promote interna-
tional market reforms in the face of member governments’ reluctance to collaborate. 
ICC was also a bridge between the League and leaders of the US political economy.

o00o

The League's puny economic mandate

If, nowadays, the League of Nations seems a grand but hollow gesture, the fault lay 
in its constitution. The first 30 Articles of the Versailles treaty comprised the Coven-
ant of the League of Nations. They seemed to call for a new kind of intergovern-
mental institution and a source of fundamental ‘law’ for the post-war world. Yet the 
economic objectives in the Covenant were too narrow and too qualified to make a 
difference to the problems of the world after the War. Among other omissions, it 
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made no provision for re-opening markets and offered only a qualified commitment 
to non-discrimination in trade and payments. 

President Wilson, who chaired the Covenant drafting committee at Versailles, had 
formerly put a priority on just these points. He described his vision for a peace set-
tlement in a speech to Congress, made ten months after the US entered the war. The 
third of the Fourteen Points that were his manifesto at the start of the Versailles ne-
gotiations120 was: "The removal, of all economic barriers and the establishment of 
equality of trade conditions among all the nations consenting to the peace and asso-
ciating themselves for its maintenance." 

But the European powers at Versailles gave no more support to Point Three than 
they did to the other thirteen. Wilson’s ideas for trade found an echo only in the 
equivocal mandate of Article 23 (e). 

"[S]ubject to and in accordance with the provisions of international conven-
tions existing or hereafter to be agreed upon…" the League should "make 
provision to secure and maintain freedom of communications and of transit 
and equitable treatment for the commerce of all Members of the League." 
(Since it did not join the League, none of these ‘provisions’ would apply to 
the United States.)

There was no mention of removing barriers to trade nor of investment. The "provi-
sions" made by the League would be subordinate to existing and future arrange-
ments. The use of the word “equitable” gave rise to no actual standard of transpar-
ency or non-discrimination. The mandate in Article 23 (e) was puny. 

The Council and Assembly of the League formally exercised whatever power the 
mandate conferred. But, in practice, the policy recommendations and proposals for 
collaboration on international economic issues were the work of an advisory body. 
The Economic and Financial organisation (EFO) of the League, acted through its two 
principal Committees: the Economic Committee and the Financial Committee. These 
Committees comprised ‘independent’ experts appointed by the Council of the 
League. Some, such as the Italian industrialist Dr. Alberto Pirelli — an ICC Council 

120. "The third of the Fourteen Points…" Wilson meant his speech containing the Fourteen Points to a joint 
sitting of the Congress to describe the US objectives in going to war. The first five and the last of his points 
advocate general principles (transparency in international relations, freedom of navigation, freedom of 
trade, disarmament, decolonization and collective security). The rest contain ideas for detailed changes to 
the maps of Europe. Wilson had a large group of academics under his advisor Col. Edward House develop 
these points. Roosevelt and Churchill were more economical. In 1941, they managed to describe a vision 
for the post-World War II world in just 8 short points.
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member — were expert and independent But governments soon began to nominate 
their senior officials to act in an expert capacity. Of course, the advice from these 
“experts” aligned with the views of their governments.

Still, no intergovernmental institution at that time took as broad a perspective of 
international economic policy as the EFO. It was by far the largest technical organ-
isation of the League of Nations.121 The EFO advised on monetary stabilisation ar-
rangements. It organised collection of statistics on production, trade and finance and 
funded economic research. It monitored economic policies and developments espe-
cially in trade. It convened world conferences to debate policy issues. In sum, it had 
a range of activities comparable with those of the Bretton Woods institutions of the 
late 1940s. 

But the EFO had almost no impact on national policies. The Committees were 
neither independent of national political pressure nor — because their members par-
ticipated in an un-official capacity — able to commit governments. Because they 
only “advised” the League Council, the Committees were unable to initiate or give 
effect to recommendations. It was not only easy but common for governments in the 
League’s Assembly to stymie EFO recommendations that caused them any discom-
fort.122  So, the Committee recommendations were sometimes just an incoherent 
jumble of ideas. 

The first director of the EFO Secretariat, Sir Arthur Salter deplored the poor qual-
ity of the advice. Here, for example, he describes the Committee proposals for reviv-
ing the Gold Standard at the League’s 1922 Genoa conference:

"The financial resolutions [of the Genoa Agreement] embody a coherent, lo-
gical, and detailed series of principles. The economic resolutions are so lim-
ited, tortuous, qualified by exceptions, and weakened by reserves as to be 
useless  and almost  unintelligible  in fact,  perhaps worse than useless,  as 
tending to crystallise and give some kind of international acceptance to a 

121. "It was by far the largest technical organisation of the League of Nations…"  Both Clavin and Wessel, 
‘Transnationalism and the League of Nations’ and D’Alessandro, ‘Seeking Governance for World 
Markets: The League of Nations between Corporatism and Public Opinion, 1925-1929’ European 
Business History Association - XIth Annual Conference discuss the mandate of the EFO and it’s im-
pressive output of data.                                                                                                                          

122. "It was not only relatively easy but common…" An account of the organisation of the EFO and its de-
velopment, especially through the 1930s can be found in Clavin and Wessel (2005), op. cit.
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retrograde stage of world policy."  [Arthur Salter in "The United States of 
Europe and other Papers"123]

o00o

ICC and the EFO work together

Sir Arthur hoped the private sector would express its views forcefully on matters 
such as trade and financial policy reforms. He wanted business to press governments 
to collaborate on and adopt recommendations that emerged from the EFO Commit-
tees. So he welcomed an approach from Etienne Clémentel, ICC’s foundation Presid-
ent, and Édouard Dolléans the ICC’s first Secretary-General, to work together. He 
agreed to attend the ICC’s second Congress in Rome in 1923. 

Salter then persuaded the League Council to invite ICC, in only it’s third year of 
operations, to attend the 1923 League Conference on The Simplification of Customs 
and Other Similar Formalities in Geneva (see the text box). The invitation was justi-
fied by the high quality of ICC’s data collection and analysis, supported by detailed 
reports of National Committees. No doubt, the invitation was also supported by the 
Italian EFO member, Alberto Pirelli, who was also on ICC’s Executive. 

Then, in September 1925, Clémentel’s successor as the French Commerce Minis-
ter, Louis Loucheur, proposed a League conference to deal with rising trade barriers. 
But Sir Arthur was convinced that it would be useless to have a "fully governmental" 
conference since he saw no prospects for collaboration between the Member govern-
ments of the League on economic policies. Rather, he advocated mixed participation 
by business, government and organised labor. This formula that had already been 
successfully tested in the constitution of the International Labor organisation (ILO). 
In Salter’s view, it would be possible seriously and coherently to address interna-
tional economic problems only if governments were forced to confront the views of 
the sectors of their own economies that were directly affected by their policies. 

"…Neither now, nor in the near future, is a general economic conference, 
composed of Government representatives, likely to have any practical util-
ity. Indeed, it might well do more harm than good" [Arthur Salter, ibid.]

123. Salter, The United States of Europe and Other Papers.. The text is available on-line at http://
www.archive.org/details/unitedstatesofeu013102mbp
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¶ICC ATTENDS AN INTERGOVERNMENTAL CONFERENCE

One of the lasting legacies of the first years of ICC is a League/UN agree-
ment on customs duties in which ICC played an influential, but ‘non-voting’, 
part.

The 1923 Conference on the Simplification of Customs and Other Similar 
Formalities  was the League’s  first  attempt to  give some substance to  its 
vague mandate under Article 23 (e). Much of the preparatory work arose 
from the Economic Committee’s attempts to clarify the meaning of ‘equit-
able treatment’  under that article.  But the Conference was, nevertheless, 
given a tightly circumscribed agenda124 by the senior government officials 
on League Council.  They stipulated the conference was to be concerned 
only with technical matters and not any aspect of Members’ tariff-policies or 
commercial agreements.

The terms of ICC’s participation apparently gave it similar status to the gov-
ernment delegates but without a right to vote.125 This unusual status may 
have been recognition of ICC’s interest in the questions under discussion. It 
was probably an attempt by Sir Arthur Salter to ensure ICC would be able 
to make its case forcibly.  Perhaps it was deference to Clémentel (recently 
France’s Commerce minister). In any case, Clémentel chaired some of the 
conference sessions. He successfully argued that the final decisions should 
take the form of an international agreement to which member states could 
be invited to adhere, rather than just another set of resolutions. 

The Convention commits the (eventually) 32 ratifying countries to avoid 
the imposition of "excessive,  unnecessary or arbitrary"  barriers;  to revise 
and simplify existing customs duties and formalities; to publish all customs 
duties in advance of their imposition, and; to set up, within the League of 
Nations, an international customs commission to which the parties to the 
Convention could bring their disputes concerning the interpretation and ap-
plication of the Convention for an advisory opinion. 

124. "A tightly circumscribed agenda…"  The League Council’s instructions are quoted in Ridgeway 
(1938), p. 206.

125. "The terms of ICC’s participation…" Ridgeway describes it as an ‘advisory’ role (ibid. p 207) but it 
was more than that. The terms can be inferred from Sir Arthur Salter’s proposals for the 1927 World Eco-
nomic Conference in which he describes "… the precedent of the International Chamber of Commerce at 
the Customs Conference. Persons so attending should be treated exactly as members under the first heading 
as to speaking, circulating documents, etc., but might be excluded from voting, if there is voting, or from 
certain of the votes." See Salter (1933) p. 42.
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The Convention remains  on the  UN Treaties  list:  the  last  accession was 
Singapore, in 1967. It is far from being a universal convention, however: 
China and India were initial signatories but neither the USA nor Japan ac-
ceded. In practice, the provisions of GATT (1947), the International Con-
vention on the Harmonized System of Tariff Nomenclature (1983) and the 
WTO Agreement on Customs Valuation (1994) have superseded it.¶

o00o

The Geneva Economic Conference (1927)

The peak of the ICC’s influence with the League — and of its impact on pre-war cus-
toms and tariff policy — was at the 1927 World Economic Conference, held in 
Geneva at League headquarters. 

To prepare for the conference ICC’s Trade Barriers Committee launched a global 
consultation and data collection through its (then) 22 National Committees. Sixteen 
of the Committees responded. They provided information on barriers to services as 
well as goods. They detailed barriers to transport and to the movement of business 
people, prohibitions and barriers to the movement of goods, and technical questions 
on customs administration. After further consultations with the responding National 
Committees and with the approval of ICC’s Stockholm Congress, the Chamber 
passed the data to the League of Nations for use at the Conference. It also made ex-
tensive recommendations to the Conference for a series of new commercial treaties 
and conventions, based on the Most Favoured Nation principle that had ensured the 
spread of open market policies throughout Europe in the late nineteenth century. 

Trade protectionism had begun to grow in Europe.126 Barriers had risen in re-
sponse to an economic slump that followed the early 1920’s boom and to growing 
post-war agricultural surpluses. (US output had expanded during the war and 
European output had recovered by 1920). In the US, the 1922 Fordney-McCumber 
Tariff Act reversed the country’s pre-war tariff cuts. It was an ominous sign for 
European countries with debt obligations to the US. The balance of trans-Atlantic 
trade was still running strongly in US favour. Germany and France had resolved 

126. ”Trade protectionism that had begun to go” in Europe…"  The steepest rises in protection occurred 
after 1925. League of Nations data (reproduced in Lewis (1949) p 48 Table 5) show large relative increases 
in average duties 1913 − 1925 in Spain, the UK, Switzerland and India, but no increase in Germany and 
falls in average duties collected in France and the USA over the period.
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their border disputes in 1925 at Locarno but not their trade relations. In 1927, they 
were engaged in ‘tit-for-tat’ tariff hikes.127 In early April, 1927 the US press was filled 
with threats of a ‘tariff war’ when France proposed penalty duties on US manufac-
tures exports, especially automobiles.128In its submission to the Conference, ICC 
called for a "complete change in tendencies"129 on customs barriers, toward urgent 
reductions. It also called for the creation of an international tariff and trade commis-
sion that would maintain an overview of barriers, organise conferences and sponsor 
treaties designed to reduce tariffs in "permanent cooperation with the ICC". 

ICC’s spokesman at the Conference was the Right Hon. Walter Runciman, a prom-
inent Member of the UK parliament who, during the War had been Clémentel’s UK 
counterpart as President of the UK Board of Trade at the 1916 Paris Economic Con-
ference130 and would again occupy the same position in the UK Cabinet from 1931 to 
1937. Runciman told the Conference131 that the twenty-two National Committees 
had "unanimously" supported recommendations to "check the rise in tariffs". "We are 
all bound together by one principal object," he said, "mainly, to secure the greater 
mobility of persons and all things." ICC did not support the elimination of tariffs. He 
said that "public opinion" was not ready for the elimination of tariffs but, "If we can-
not get rid of tariffs altogether, at least we can go as far as the report of the chamber 
suggests, namely, that there should be limitation…" 

127. "In 1927, they were engaged in ‘tit-for-tat’ tariff hikes…"  See "Berlin Disturbed By French Dispute". 
New York Times, 12 January, 1925. The two would eventually sort out an agreement in 1928. But it did not 
last long.

128. "Threats of a ‘tariff war’ when France proposed penalty duties…" The problems were long-standing. 
They included US bans on wine imports under the Volstead Act that enacted Prohibition, and ‘luxury’ taxes 
on imports of French silks and perfumes. See "Tariff War Looms Over French Rates", New York Times, 
April 26, 1927

129. "ICC called for a "complete change in tendencies…" This summary of the Final Report of the Trade 
Barriers Committee draws on Ridgeway (1938) p. 230.

130. "President of the UK Board of Trade at the 1916 Paris Economic Conference…"  Walter Runciman 
had a remarkable Ministerial career, serving as President of the Board of Trade — a cabinet position — on 
two occasions, twenty years apart (1914-1916 and 1931-1937). Although he advocated freer trade in 
Geneva, Runciman did not champion free trade. In his first Presidency of the Board of Trade he had negoti-
ated war-time shipping and commodity market controls with Clémentel.

131. "Runciman told the Conference…" Runciman’s son, W. Leslie Runciman, who followed his father into 
the UK Parliament, wrote a contemporary account of the Conference that details the prominent success of 
the ICC recommendations: Runciman, ‘The World Economic Conference at Geneva’. The quotes from 
Walter Runciman’s interventions at the Conference are taken from Ridgeway (1938) p. 235.
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As Sir Arthur Salter had foreseen, there was little common ground among govern-
ment representatives or between governments and the business and organised labor 
representatives. ICC’s trade liberalism drew support from some government parti-
cipants in the Conference, especially from the Nordic countries and the UK. The 
French Confederation of Labor also supported trade liberalisation. They counted on 
expanded employment opportunities in joint German/French reconstruction projects 
that were hindered by high tariff barriers. But the influential French delegate, Louis 
Loucheur, drew support for an approach to the reduction of inter-European trade 
barriers based on the creation of region-wide industry cartels. The cartels, he ar-
gued, would permit the rationalisation of European production, reducing surpluses. 
The cartels could re-distribute production among European countries, and lead to 
closer cross-border integration of European economies, while maintaining price 
levels. Under the cover of the supply-control guaranteed by the cartels, Loucheur 
suggested, it would be possible to remove border barriers.

The Conference as a whole eventually came around to support the ICC view. The 
final, non-binding, recommendations were for unilateral, bilateral, and ‘collective’ 
action by governments to remove or reduce ‘excessive tariffs’ on a non-discriminat-
ory, ‘Most Favoured Nation’ basis. This was the first time that a League body had ex-
plicitly endorsed the idea of multilateral collaboration to cut reduce barriers and dis-
crimination. But the Governments represented on the League Council neutered even 
these mild proposals. They decided not to approve the recommendations but only to 
“commend” the report of the Conference to the consideration of Member govern-
ments, apparently to avoid any suspicion that they were being critical of particular 
trade policies.132

Salter convinced the League Council to appoint an Economic Consultative Com-
mittee to promote follow-up action on the mild recommendations of the Conference 
for (unspecified) inter-governmental agreements to reduce trade barriers. The Com-
mittee comprised some members of the EFO Economic Committee, the ICC, the ILO, 
and the International Institute of Agriculture. Salter intended that the Committee 
would have both a high international profile and links into domestic political eco-
nomies. He thought this would help it to maintain pressure on governments to col-
laborate on cutting barriers. But governments represented on the League Council 

132. "Apparently to avoid any suspicion that they were being critical of particular trade policies…"  
Ridgeway (1938) page 251, reports the clash in the League Council between the UK’s representative Sir 
Austin Chamberlin, President of the Council and Gustav Streseman then acting as Council Rapporteur on 
economic matters. The former declined support even for Streseman’s proposal to "invite" all countries to 
implement the resolutions of the Economic Conference.
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quickly removed any suggestion that the Conference recommendations should lead 
to changes in their policies. The Consultative Council, chaired by a former Belgian 
Prime Minister (and later President of ICC) George Theunis, held just two sessions in 
1928 and 1929. But, as the world-wide economic recession deepened into Depres-
sion, it was never summoned again.

From 1931, the world binged indiscriminately on trade restriction. Between 1929 
and 1932, average duty collections as a proportion of imports doubled from about 
10 per cent to about 20 per cent. All of the gains in world trade volumes during the 
post-war recovery of the 1920s were lost in the first four years of the Depression as 
nominal world trade values dropped by 50 per cent.
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The Great Depression and War

The most common story about the spread of the Great Depression is mostly wrong.

According to that account, the Depression started with a collapse in US demand, 
made worse by the Wall St stock market crash. To protect jobs, so the story goes, the 
US imposed a steep hike in import tariffs (the "Smoot-Hawley" tariff) that led to re-
taliatory action in other countries. Trade collapsed around the world as the barriers 
went up, dragging output and employment with it. The memory of these events ex-
plains world leaders’ pledge to prevent a return to the protectionism of the 1930s 
after the 2008 collapse in world financial markets. 

But things were different in the 1930s. Trade barriers did not cause the Great De-
pression, although they made it worse.133 Instead, the problem was governments’ 
haphazard adoption — and exit from — a system of fixed exchange rates (the Gold 
Standard) that took away their ability to manage demand and prices flexibly during 
an economic slump.

Still, the barriers did go up in the early 1930s. ICC worked with its usual energy 
and determination to advocate a mutual ‘disarmament’ in trade. It collaborated with 
the League, gathering data and refining policy recommendations from international 
business. It created a high-profile ‘think tank’ in cooperation with the Carnegie En-
dowment to develop policies. Its Congresses protested the narrow economic nation-

133. "Trade barriers did not cause the Great Depression…" There are several problems with the standard 
account. One is that the Smoot-Hawley legislation was not a US reaction to the October 1929 stock-market 
crash, eight months earlier. Rather, it was the culmination of a process launched by Hoover during his elec-
tion campaign in 1928 as a farm-protection measure. That measure snowballed in the Congress. But the 
Tariff Act of 1930 (‘Smoot-Hawley’) did not finally secure passage through the US Senate until after the 
global Depression was already underway. There were some retaliatory tariff responses from US trading 
partners in Canada and Europe. But most of the hikes in global tariffs came after 1931. Another, greater, 
problem with the ‘standard’ story is that the international transmission of the US contraction started well 
ahead of the impact of the tariff hikes. The US Federal Reserve’s decision to cool the Wall St. bubble in 
1928 by pushing up interest rates had already been matched by a tightening of monetary policies in 
European countries seeking to stem currency outflows to preserve the effectively-fixed exchange rates of 
the Gold Standard.
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alism of governments. At its Berlin Congress in 1937, ICC took its message to Hitler. 
It urged governments not to forego trade’s "peace dividend".

ICC’s message was mostly right. Trade liberalisation, locked-in by US reciprocal 
agreements, would turn out to be a necessary condition of the eventual return to 
global growth. But it was not a sufficient remedy in the destabilised, discriminatory, 
exchange regimes of the 1930s. 

o00o

The great gold bust

Before the Great War, the Gold Standard had played an important part in establish-
ing exchange stability and credible monetary policy. That stability encouraged in-
vestors, especially the growing number of MNEs, to explore opportunities abroad. 
Along with falls in transport and communications costs, it contributed to the growth 
of world trade and market integration in the first period of ‘globalisation’. 

Then, during the Great War, most countries abandoned the Gold Standard. Many, 
including Germany, France and the UK allowed their currencies to inflate to reduce 
their liability for their debt-funded war efforts. After the war, in a rare example of 
coordinated stabilisation measures, League of Nations members and the United 
States agreed on a return to a modified Gold Standard at the Genoa Conference in 
1922. With the return to monetary stability, and some support from the League’s 
World Economic Conference in 1927, trade restrictions fell and confidence returned 
to the commercial world. A period of relative prosperity followed in 1925-1929, co-
inciding with an up-turn in the business cycle. France, which had recovered more 
strongly than most economies, was the target for significant inward investments 
and, after returning to the Gold Standard in 1928 — converting its substantial cur-
rency reserves to gold — it shared with the United States a dominant position in 
world gold reserves. 

The chief difficulty with the Genoa plan, however, was the uncoordinated way 
that key economies returned to the Gold Standard. In most European economies, 
prices had risen since the war due, in part, to the recovery and re-construction 
‘boom’ of the early 1920s. The UK chose, out of a misplaced sense of its own 
prestige, to return to the full Gold Standard in 1925 at pre-war levels of gold-back-
ing for the pound, although prices had increased several-fold in the meantime. A big 
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mistake! With insufficient gold reserves to cover its paper liabilities (that reflected 
actual price levels), the Bank of England was forced to tighten interest rates sharply. 
The higher rates would attract foreign investment and thus prevent an outflow of 
gold. But they also squeezed demand, which fell rapidly, forcing prices and wages to 
find new, lower, levels. Prices fell fast enough, but the wage level is not instantly 
flexible downwards. Unemployment jumped as workers bore the burden of adjust-
ment to the new Gold Standard. 

In 1928, the French government was in no more turmoil than usual. It was recov-
ering from an unsettled period when the Banque de France (on Clémentel’s watch as 
Finance Minister) was caught covering up breeches of the legislated monetary ‘ceil-
ing’. As a mark of restored confidence, the government chose to return to the Gold 
Standard, but at a depreciated rate. This gave France an export advantage over its 
trading partners in Germany and the UK. It forced them to pursue more restrictive 
monetary policies in order to avoid outflows of gold to (that is, imports from) 
France. The French attempt to ‘mop up more gold’ also came on top of the US Fed-
eral Reserve’s decision,134 for purely domestic reasons, to tighten monetary policy — 
not dramatically — in the same year. It magnified the effect of the US rate-rise, for-
cing a world-wide tightening of liquidity. 

The trigger for world-wide panic and depression, however, was the collapse of 
confidence in the German Mark in mid-1931 following a run on banks in Hungary 
and in Austria. Had Germany been able to devalue the Mark it might have stemmed 
the broader collapse. But both the public horror of deflation (memories of Weimar) 
and the designation of Germany’s reparations obligations in terms of gold-backed se-
curities precluded that option. So Germany remained, nominally, on the Genoa-mod-
ified Gold Standard. But the government imposed exchange restrictions to prevent 
capital flight. These restrictions froze repayments on a large number of trade-credits 
extended by UK merchant banks to the re-industrialising Germany in the wake of the 
Dawes and Young capital injections. The payments freeze, in turn, called into ques-
tion the gold backing of Sterling. It led to gold-outflows from the UK as holders of 
Sterling protected their position. This was the last straw for a devitalised UK eco-
nomy. Rather than raise interest rates further, the Bank of England chose, in August 
1931, to abandon its expensive experiment with the Gold Standard and to depreci-
ate the Pound.

134. "The US Federal Reserve’s decision…"  The Fed reversed the decision it had made in 1924 at the time 
of the "Dawes" debenture issues, to set rates at a record low.

petergallagher.com.au  (March 2019) 89



The orthodox view of macro-economists at the time — derided by Keynes as the 
‘Treasury view’ in contrast to his own — precluded a deficit-funded fiscal expansion 
to sustain demand through the downturn. (But is there any reason to think fiscal 
‘stimulus’ would have worked better under fixed rates in 1931 than it did in many 
economies in 2009?) This left governments with three poor options. They could 
abandon the Gold Standard, devaluing the currency. They could endure a period of 
wage and price deflation (the UK’s initial choice for dealing with its earlier own-
goal). Or, they could impose trade restrictions to limit imports, baked up by ex-
change restrictions to limit gold/funds outflows. 

Eventually, all governments were forced to abandon the Gold Standard. But they 
did so, in some cases, after several years of trying the other options. Those countries 
that left the Gold Standard early, such as Britain, experienced comparatively mild re-
cessions and early recoveries. They enjoyed “post-gold” flexibility in exchange rates 
for their national currencies. In contrast, countries remaining on the Gold Standard, 
such as France — which retained gold convertibility for the Franc until 1936 — ex-
perienced prolonged slumps. As Eichengreen and Irwin conclude:135 "Gold standard 
countries chose to maintain their fixed exchange rate and reduce spending on im-
ports rather than allow their currency to depreciate. Trade protection in the 1930s 
was less an instance of special interest politics than second-best macroeconomic 
policy when monetary and fiscal policies were constrained." 

The biggest tariff increases occurred in the countries that remained on the Gold 
Standard  (e.g. France) or were locked-into Genoa’s ‘modified-Gold Standard’ (e.g. 
Germany). These countries also increased non-tariff measures, such as quota con-
trols on imports. But the fall in their imports was not due only to the barriers. They 
were deflecting the pressure on their exchange rates by deflating their economies, 
squeezing wages and employment with higher interest rates to preserve their gold 
reserves. The result was lower incomes which also cut import demand.

The German political economy had begun to fracture at the 1930 general elec-
tions. The extreme right (National Socialists) and left (Communists) both increased 
their share of the vote at the expense of the conservative and liberal parties. For two 
years, Chancellor Heinrich Brüning attempted to impose tough deflationary meas-
ures ruling, undemocratically, by ‘emergency decree’. Eventually, in 1933, the polit-
ical turmoil resulted in an invitation to Hitler to form a National Socialist govern-

135. "As Eichengreen and Irwin conclude…" Eichengreen and Irwin, ‘The Slide to Protectionism in the 
Great Depression: Who Succumbed and Why?’(2010)

petergallagher.com.au  (March 2019) 90



ment. In 1934 Germany adopted the "New Plan" that effectively gave the Economics 
Ministry ‘totalitarian’ control136over commodity imports and travel, developed a par-
allel barter-currency (the "Aski-Mark’) for use by importers and adopted a system of 
domestic price controls to reduce competition among German exporters.

France, Netherlands, Switzerland and Belgium stayed on the formal Gold Stand-
ard but avoided exchange restrictions as the liquidity crisis hit. Still, they introduced 
high import duties and quotas on imports to restrict the outflow of gold.  France, 
whose import barrier options were constrained by its 1927 trade agreement with 
Germany resorted to import quotas on grains that quickly spread to other goods. 
These countries had the biggest increases in import duties137 in the period 1928-
1938. Although the weighted average of tariffs (duties collected, divided by imports) 
in the USA never reached more than about 17 per cent during this decade — despite 
the Smoot-Hawley tariff — the UK tariff average jumped from less than 10 per cent 
to 25 per cent. (UK iron and steel nominal import duties reached 50 per cent in 
1935.) The French average duty ballooned from about 8 per cent in 1928 to about 
34 per cent in 1938. 

Between 1929 and 1932 the volume of world trade fell about 35 per cent due 
both to falling incomes (demand) and the rise in tariffs and non-tariff barriers. The 
impact of the barriers on overall economic demand was substantial. But a few ‘back 
of the envelope’ sums dismisses any idea that they caused slump. Trade accounted, 
on average, for only 9 per cent of world GDP in 1929 so the 35 per cent contraction 
of trade volumes could have been responsible only for a fall of 1-2 per cent in aver-
age output. This is not negligible, but not a big proportion of the 17 percent average 
fall in GDP.  Also, when the world economy started to pick up pace again after 1937, 
the recovery in world trade volumes was driven almost entirely by higher incomes: 
we know this because the barriers erected in the early 1930s mostly remained in 
place.138    

136. "The "New Plan" that effectively gave the Economics Ministry ‘totalitarian’ control…" A succinct ac-
count of German commercial policies between the wars can be found in Kindleberger, ‘Commercial Policy 
between the Wars’

137. "These countries had the biggest increases in import duties…"  The relative change in protection 
across different exchange systems is well illustrated in (Eichengreen and Irwin, 2010), Figure 1 and text.

138. "The barriers erected in the early 1930s mostly remained in place…"  See Masden, ‘Trade Barriers 
and the Collapse’,  Figure 1. The world weighted-average tariff (= duties/imports) was about 5 per cent in 
1926, reached a peak of 30 per cent in 1935 and then fell back a little as a result of US and UK bilateral ne-
gotiations. But the average was still 25 per cent at the outbreak of WWII.
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Figure 1: Import-weighted average duties, redrawn from Masden.

Source: Masden, 2001139

o00o

ICC misses an opportunity (Washington 1931)

More than a thousand delegates from 35 countries gathered in Washington in early 
May, 1931, at ICC’s Sixth Congress. The issues at the top of the minds of foreign — 
especially European — delegations were the burden of war-debts to the USA and the 
spike in US protection caused by the Smoot-Hawley bill. Political events in Germany 
threatened to end reparations payments under the Young plan. The Allies were con-
sidering abandoning the struggle to make Germany pay (they did so in 1932). By 
now, all of them had agreed a war-debt repayment schedule with the USA under 
threat of losing access to further US loans. 

139. "Import-weighted average duties, world…" In Masden’s study (ibid.), the "world" comprises Canada, 
the United States, Japan, Australia, New Zealand, Belgium, Denmark, Finland, France, Germany, Ireland, 
Italy, Netherlands, Norway, Sweden, Switzerland, the United Kingdom, Austria, Greece, Hungary, Portugal, 
and Spain
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The start of the Great Depression had led to sharp cuts in international liquidity. 
The Allies looked to the US to reduce their debt obligations. But the US had refused 
(since 1922 when the UK first proposed it) to forgive the allied debts in return for 
reduced reparations claims on Germany. Their hard-nosed attitude on debt repay-
ment made the recent hike in US import protection all the more galling to the 
Europeans.

President Hoover agreed to give the keynote address at the Congress. But he did 
not intend to give ICC delegates an opportunity to link reparations, trade and debts. 
Instead, he decided to talk only about the ‘tax burden’ of the rapid pace of contem-
porary re-armament. The New York Times, in an editorial on the next day, called it 
‘deft avoidance’ of the real issues. The Times thought ICC proposals on trade should 
have had greater priority:

"President  Hoover's  address  at  the  opening  meeting  of  the  International 
Chamber of Commerce was a deft avoidance of the chief topic which it was 
summoned to discuss. Disarmament was not on its agenda... But Mr. Hoover 
really talked of nothing else.

...The  question  arises  what  international  benefits  will  result  after  that 
world-wide  sense  of  security  and  confidence  and  good-will  has  been 
brought about which he so greatly desires...

If tariffs and trade discriminations and the arbitrary use of great financial 
resources  continue  to  blockade  commercial  intercourse,  what  will  have 
been gained? In this view, the practical discussion of practical matters by 
the International Chamber of Commerce promise to do more for the ends 
which Mr. Hoover has at heart than any proposal which he made.

Of what avail will it be to assure other nations that they may live in peace 
under their own vine and fig tree, long as the United States, for example, 
does its best to prevent them from selling their products in our markets?" 
[NY Times Editorial, 6 May 1931 ]

Hoover made it difficult for the US Chamber, that was sympathetic to a review of 
debt obligations and opposed to the Smoot-Hawley bill to side with the European 
delegations.140 Since the President did not intend to open up a discussion on debts or 
trade they did not want to get out ahead of him. The ICC leadership, too, it seems 

140. "Sympathetic to a review of debt obligations and opposed to the Smoot-Hawley bill…"  The immediate 
past President of ICC, Willis Booth, who had been one of the 1920 founders explained as much in his 
speech seconding the General Resolution. See "Study of debts and reparations urged by World Chamber..", 
New York Times, 10 May, 1931

petergallagher.com.au  (March 2019) 93



was unwilling to publicly confront Hoover. ICC President Theunis and other 
European ICC leaders gave Congress addresses and press interviews pressing the ne-
cessity of concerted action to cut tariffs.141 But the General Resolution adopted by 
Congress after many hours of closed-door negotiations among delegates was so mild 
and abstract as to be obscure. Neither war-debts nor reparations is mentioned. 
Rather, the resolution speaks only of "international obligations" that must be ob-
served but might be the subject, too, of "impartial examination". The third, of five, 
substantive paragraphs of the resolution deals with border barriers in an almost 
other-worldly way:142

"3. National and international trade should be encouraged by the removal 
of every obstacle possible. Tariffs should not discriminate unfairly between 
nations. Embargoes should be exercised only against dumping or other un-
fair practices.  The machinery provided by some countries for the adjust-
ment of tariff inequalities should be utilized without delay, and all nations 
should unite in an effort to remove all unjustifiable restrictions." [Extract 
from the General Resolution adopted by the Congress.]

The New York times records that the adoption of the resolution was met with 
"mild applause".143

Cordell Hull, then a Senator and a political, as well as idealogical opponent of the 
Hoover tariff bill was more blunt. He did not hide his disappointment with ICC’s ap-
parent timidity.

141. "Pressing the necessity of concerted action to cut tariffs…"" Their remarks at the Congress are recor-
ded in the New York Times of 5 May, 1931, especially: "Hoover Urges Arms Cut to Revive Trade"

142. "Deals with border barriers in an other-worldly way…"  The reference to ‘adjustment of tariff in-
equalities’ is to a Hoover administration proposal for minor, cosmetic, changes in the Smoot-Hawley bill.

143. "mild applause…"  NY Times ibid.
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"The most unexpected, not to say astonishing, development... is the appar-
ently deep-seated fear which [the Smoot-Hawley tariff] excites among busi-
ness  leaders.  Presumably  the  [Washington ICC Congress  and the  earlier 
meeting of the US Chamber in Atlantic City] were possessed of a constant 
apprehension that they might incur the displeasure of the Hoover Adminis-
tration if they should undertake a serious discussion of the real problems 
and conditions facing the country and express conclusions embodying prac-
tical remedies. The outward discussions and the resolutions of theses meet-
ings were equivocal, colorless and, in some instances, almost pointless…" 
[Senator Cordell Hull quoted in the NY Times on 15 May, 1931]

It’s a fair description of the General Resolution. But ICC cannot get ahead, as a rising 
politician can, by picking fights with incumbent governments. It can never aspire to 
exercise decision-making power but only to influence debate. That needs persistence 
and persuasion; rarely admonition. ICC needs access to power, not closed doors. In 
reality, it has to "pick its moment". 

The Washington Congress did not demand a change of US policies on debts or tar-
iffs. But within a few months, President Hoover announced a debt "moratorium". In 
just three years (June, 1934) the Congress adopted the Reciprocal Trade Agreements 
Act authorising cuts of up to 50 percent in US tariffs. That bill, devised by Cordell 
Hull, closely followed a program for bilateral tariff negotiations recommended by 
the joint ICC-Carnegie Endowment project.144 Within six years (January, 1937) ICC 
joined the US Chamber in advocating renewal of the negotiating authority by Con-
gress.

o00o

The London Economic Conference (1933)

While trade conditions deteriorated, governments acted to make things worse.  The 
UK negotiated a discriminatory trade agreement with its Dominions and colonies at 
Ottawa in 1932. The idea was to limit the impact of trade barriers on UK access to 
raw materials. At the same time, the UK opposed attempts by smaller European eco-

144. "Program for bilateral tariff negotiations recommended by the joint ICC-Carnegie Endowment pro-
ject…"  See "World Trade", March-April 1937, "The American Trade Agreements Program" by Dr. van 
Vlissengen. Fentener van Vlissingen (ICC President), p. 5
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nomies to establish their own preferential trade agreements.145 It argued that they 
contravened the League’s ‘Most Favoured Nation’ principle. Yet the other parties to 
the Ottawa Agreements did not reciprocate the UK’s grant of preferential tariff treat-
ment. So the Ottawa Agreements created unilateral preferences that distorted world 
trade more than a Free Trade Agreement. They were also a source of unending 
trouble for UK foreign policy. It struggled to meet its Dominions’s competing de-
mands for special deals for their primary product exports. Worse, Washington 
launched a sustained attack on the Agreements’ discrimination against US imports. 
The strongest US attack came at the ill-fated 1933 World Economic Conference in 
London.146 

ICC’s Washington Congress had failed to make a forthright attack on trade barrier 
increases in 1931. Governments’ uncoordinated actions ensured, as Chamber Presid-
ent Walter Leaf had warned five years before, every nation would take account only 
of its own narrow interests. At least part of the problem in 1931 was that govern-
ments had no experience of the management of a simultaneous collapse in demand 
and liquidity in all industrialised countries. But the explosion of barriers after 1931 
at last made coordination imperative. When the European allied governments 
gathered in Lausanne in 1932 to put an end to the reparations shambles, they also 
called for a second "World Economic Conference" in London in 1933. It would be a 
follow-up to the first Conference in Geneva in 1927. 

As it had done five years earlier, ICC made heroic efforts to compile data on trade 
and exchange restrictions around the world in preparation for the London Confer-
ence. It consulted with each of its National Committees to verify the data and to 
seek comment on its recommendations. ICC presented its recommendations to its 
1933 Vienna Congress, that approved them.

145. "The UK opposed attempts by smaller Eastern and Western European economies to establish their 
own preferential trade agreements…"  The UK objected to the Austro-German customs union in 1931 — as 
did France — and to a similar proposal by Belgium, Netherlands and Luxembourg. It earned the ire of its 
European partners by arguing that its 1932 "Ottawa Agreement" tariff preferences for its Dominions were 
justified by imperial links while insisting at the same time that the Dominions had a right to be represented 
as independent nations in international institutions such as the League. Lewis (1949) op. cit., p. 66.has the 
details. Technically, the UK was correct that the proposed free-trade areas were prohibited by the MFN 
principle, but this dispute was mostly another failure of coordination and good-will. The GATT agreement 
of 1947 modified the principle to permit such free-trade areas under specified circumstances in order to pro-
mote overall trade growth.

146. "The strongest US attack came at the ill-fated 1933 World Economic Conference in London…" Spats 
with Dominions and with the US over the Ottawa agreements dominated UK commercial policy until 1938. 
The Anglo-American Commercial Agreement in that year was part of the Hull reciprocal trade agreement 
program.
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"The Chamber urged the ‘de facto' stabilisation of the currencies as a pre-
requisite condition for the abolition of foreign exchange control and for the 
abolition of barriers to trade, including excessively high tariffs. The Cham-
ber added that it was essential to return to an international monetary stand-
ard in order to maintain currency stability and prepare the way for a gen-
eral  return  to  the  gold  standard.  To  facilitate  the  redistribution of  gold 
stocks,  it  proposed the setting up of an international stabilisation fund." 
[(Aldrich, 1939)]

While ICC prepared business opinion, the League of Nations tried to cobble to-
gether a new ‘tariff truce’ for governments to adopt at the Conference. The idea was 
that the United States would cut the Smoot-Hawley tariff while France would lift im-
port quota restrictions. Germany would relax foreign exchange controls and the 
United Kingdom would stabilise the pound. But, there were objections from all sides. 
The US wanted to raise protection for some agricultural industries that it planned to 
tax under its new farm support laws. Also, the UK had obligations under the Ottawa 
agreements that it was still trying to settle-down. France wanted to wait to see the 
impact on its trade of the decision by the new Roosevelt administration in April 
1933 to abandon the Gold Standard. (Roosevelt had decided to continue, and ex-
pand, Hoover’s reflation of the domestic economy.) 

By the end of the London Preparatory Conference, eight countries were ready to 
ratify a tariff truce,147 each with reservations. Still — as ICC’s Vienna Congress recog-
nised —  stable commercial policies now depended on stable exchange arrange-
ments. Behind the scenes, in May 1933, US and European officials had begun to 
work on a stabilisation agreement. They wanted to establish new fixed parities 
between currencies and to narrow the range of exchange rates. But news of the talks 
leaked to the press. There was now no chance they could introduce the new parities 
free of market (or other government) speculation. Roosevelt had, in any case, been 
reluctant to give up his freedom to manage demand conditions at home. He decided 
that he would not accept any new fixed parities and announced that the dollar 
would continue to float. The Conference collapsed immediately without any agree-
ments.

The London Conference was the last attempt between the Wars to collaborate on 
managing the world economy. The floating dollar, un-moored from gold, ensured the 
US exports could out-compete exports from the gold-bloc countries of Europe. In the 
absence of the fixed-rate stability, and without other obligations on trade or external 

147. "Eight countries were prepared to ratify a tariff truce…"  (Kindleberger, 1989, 186.).
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balances, governments autonomously chose exchange and commercial policies to 
manage internal demand without regard to the world market consequences. 

o00o

ICC's frustration (1931-1939)

ICC was inured, by now, to reversals on trade liberalisation. Still, it continued 
strongly to advocate exchange stabilisation as the basis for a general ‘disarmament’. 
It joined with the US Carnegie Endowment to develop economic analyses supporting 
its policy recommendations. But a narrow economic nationalism fed on the market 
instability of the 1930s. The pleas of international business could do little to prevent 
another war.

George Theunis, former ICC President (1929-1931), a former Belgian Premier and 
Chair of the 1927 League Economic Conference, led an ICC committee that devised 
a stabilisation plan. It called for narrowing the range of parities for national curren-
cies. The falling gold price would help. Depression had pushed the gold price 25 per 
cent lower, in 1934, than it had been in 1914.148 The ICC Paris Congress of 1935 and 
its Berlin Congress of 1937 endorsed resolutions on currency stability. They stressed 
the importance of achieving closer parities as a first step. ICC also set up a ‘think 
tank’ with the US Carnegie Endowment for International Peace. They engaged lead-
ing economists, bankers and business people to review the options and make prac-
tical suggestions. 

The September 1936 "Tripartite Agreement" between the USA, UK and France 
seemed to respond to the ICC demands. It reflected the thinking behind the ICC and 
the Carnegie proposals.149 The three governments agreed to avoid competitive de-
valuations by selling gold to each other at prices agreed in advance. This did not es-
tablish a fixed parity between the gold-bloc and the floating currencies. But it did 
enable France to devalue its currency. It also ended the exchange rate competition 

148. "Depression had pushed the gold price 25 per cent lower…" Aldrich, ‘Currency and Trade’ provides 
an account of the continuing, but vain, efforts of the ICC to promote stabilisation up to the eve of the World 
War (1939-45).                                                               

149. "It reflected the thinking behind the ICC and the Carnegie proposalst…"  This was how ICC’s as-
sessed the Tripartite Agreement. See Aldrich, ibid..                                                                                            
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that had been so destabilising to trade throughout the first half of the 1930s. But the 
Tripartite Agreement did not dismantle the trade barriers.

Thanks to the efforts of Cordell Hull, the United States now showed the way for-
ward on tariffs. Roosevelt's Secretary of State had the same instincts about trade as 
the ICC.150 At the London World Economic Conference in 1933, Hull had cham-
pioned the abortive "tariff truce". Now, he persuaded Roosevelt to propose the "Re-
ciprocal Trade Agreements Act" to Congress. Congress adopted the imaginative, 
ground-breaking, bill in 1934. It gave authorised the President to negotiate up to a 
50 per cent cut in US import duties on a reciprocal basis with trading partners. In 
other words, it offered discriminatory deals. Countries that wanted better access to 
the US market had to put their own tariffs on the table. 

Hull began negotiations with Cuba and Canada,151 then with most of the rest of 
the Americas. After that, he turned his attention to breaking down the crumbling UK 
imperial preference scheme. He reached agreements with Australia, New Zealand 
and a revised agreement with Canada. Then, in January 1939 after two years of ne-
gotiations, he initialled a symbolic agreement with the UK. It covered trade worth 
only $14 million. But it was a blow, nonetheless, to the global discrimination of the 
Ottawa Agreements. As it turned out, the agreement lasted just eight months. At the 
outbreak of war with Germany, the UK imposed war-time import controls.

Hull’s initiative was a preamble to the trading system of the post-War economy. It 
was a series of bilateral agreements, each linked to the US market. But it established 
the idea of binding reciprocal negotiations on deep tariff cuts. It was almost as if he 
had read the ICC’s ‘game plan’.

"I am not trying to c1aim the United States Tariff Act of 1934 as a triumph 
for the I.C.C. That would be absurd. But I know from my personal experi-
ence the close interest taken by President Roosevelt and the American sec-
retary of State, Cordell Hull, in the ideas and work of the I.C.C. and the 
strong support the I.C.C. has always had from American business, and I am 
convinced the lC.C. has played its part in furthering the new policy." [ICC 
President Fritz Fentener van Vlissingen, World Trade, 1939]

150. "Roosevelt's Secretary of State had the same instincts about trade as the ICC…" Bernstein op. cit. has 
a short biography of Hull in Chapter 13.

151. "Hull began negotiations with Cuba and Canada…"  For a more detailed account of Hull’s negotiat-
ing program see Kindleberger (1989) op. cit. pp. 193-196.
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Still, bilateral trade deals were a second-best approach. Combined with discrimin-
atory exchange controls, many such deals had a disastrous impact during the 1930s. 
Countries sought to balance their trade on a bilateral, rather than world-wide, 
basis.152 This approach puts narrow limits on the gains from trade. In practical terms, 
it means one country or the other must import goods from the other party to balance 
the bilateral accounts. But the gains from trade come from taking advantage of the 
most competitive offer, world-wide. 

ICC pointed to the dangers of this arrangement at its Berlin Congress in the north-
ern summer of 1937. The UK and French Governments agreed. They asked Paul van 
Zeeland, a former Belgian Prime Minister, to lead a study by the League’s EFO on a 
way forward. He published his high-profile report in March 1938. van Zeeland re-
commended reciprocal reductions of tariffs on a non-discriminatory (MFN) basis. 
His report advocated the replacement of industrial quotas by tariffs or by tariff 
quotas. He called for the lifting of foreign exchange controls and credit (foreign-
lending) bans. Building on those measures he called for a coordinated return to 
fixed exchange rates based on gold.

ICC commended the report, which was in line with ideas it had been advocating 
for most of a decade. But governments — already preparing for, or trying to avoid, 
another European war — ignored it. ICC’s tenth Congress (Copenhagen) in June 
1939, launched an action program to support the recommendations. But that pro-
gram, too, was soon derailed.

In a General Resolution, the Copenhagen Congress reminded governments that 
there could be no gain from war. Trade and peaceful exchange offered the only cer-
tain path to human welfare:

"The disastrous consequences of war have been proved. No enduring peace 
has been accomplished. With the development of modern instruments of 
destruction, the possibilities of future wars area appalling. In addition to the 
destruction of life and property, war means economic and social chaos, and 
a load of indebtedness which the present and future generations cannot 
bear.

152. "Countries sought to balance their trade on a bilateral basis…" According to Table 18 of Kindleber-
ger (1989) p189., as much as 70 per cent of world merchandise trade was then bilaterally balanced. Bilat-
eral agreements included the German-Austrian customs union, extended by German agreements with Hun-
gary and Romania; the 1931 "Oslo Agreement" among the Scandinavian countries and Netherlands-Bel-
gium; the 1932 Ottawa Agreements on UK imperial preferences; the post-1934 US network of bilateral tar-
iff agreements, and; the spreading Japanese sphere of influence in East Asia.
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The Chamber advocates procedure and policies which will render unneces-
sary the movements of armies across frontiers and which will  substitute 
therefore the increasing movement of goods, services and capital. Believing 
that the door to peace is still open, its objective is to help people every-
where to convert the!r longings for peace, security and prosperity into a 
practical program of economic adjustment and human understanding." [ICC 
Copenhagen Congress, General Resolution]

Within three months of the Congress, German troops invaded Poland.
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D: Other perspectives

Trade and peace

ICC’s members have been called “Merchants of Peace”. But is the tradition that trade 
promotes peace really supported by the facts over the century of ICC’s work?

On the eve of the World War in 1939, the Carnegie Endowment published George 
Ridgeway’s the first history of ICC entitled the "Merchants of Peace."153 The sonorous 
title was well justified by the idealism and, paradoxically, the realism of the Cham-
ber’s prescriptions for a world then warped by nationalist fantasies. In 1938, too, the 
book’s title would have had an additional significance for US readers; just three 
years earlier the country had been scandalized by a book entitled "Merchants of 
Death"154 that had exposed alleged widespread influence-pedalling and price-gouging 
by the US munitions industry in the lead up to the US entry into the Great War.

Does commerce promote peace? Leaders of the ICC have often, in speech and pub-
lications, linked the growth of trade and the opening of markets to the maintenance 
of peace. 

"The International Chamber of Commerce always emphasized the relation-
ship between trade in the widest meaning of the term and good interna-
tional political relations." [From "World Peace Through Trade" by Thomas J 
Watson, President of ICC (1939) and President of International Business 
Machines, World Trade, Vol XI no.2, April 1939)]

153. "The "Merchants of Peace.…"  (Ridgeway, 1938). As noted elsewhere, the ICC formed a partnership 
with the Carnegie Endowment in the late 1930s to work on propsals for trade ‘disarmament’.

154. "Merchants of Death…" (Engelbrecht and Hannigan, 1934). The book, now out of copyright, is avail-
able for download here: http://library.mises.org/books/HC per cent20Engelbrecht/The per cent20Merchants 
per cent20of per cent20Death.pdf
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In doing so they join a long, liberal intellectual tradition155associated with the 
writings of the Baron de Montesquieu, Immanuel Kant and Richard Cobden among 
others.

"The natural effect of commerce is to bring peace. Two nations that negoti-
ate between themselves become reciprocally dependent, if one has an in-
terest in buying and the other in selling. And all unions are based on mu-
tual needs." [Montesquieu, from "Spirit of the Laws", tr. Howse]

The twentieth century, however, doesn’t seem to offer much support for a positive 
association between trade and peace. The volumes of trade grew to unprecedented 
levels by then century’s end. Yet those years included two of the most destructive 
wars in all history — one world-wide — and hundreds of smaller wars. 

In the period between the two World Wars, it became increasingly difficult for ICC 
to advocate a policy of trade ‘disarmament’ — the Chamber’s main objective — on 
the basis that it contributed to political détente. As Germany, Japan and Italy 
emerged from the Great Depression, they did not seem to want peace at any price. 

Perhaps unfairly, the most disastrous attempt to attach the pursuit of peace to 
ICC’s banner was made by Thomas J Watson, Chairman and founder of IBM, elected 
as ICC President at the Berlin Congress in 1937. The Congress adopted the theme 
"World Peace through Trade" and Watson was so pleased with the slogan that he ad-
opted it as the banner of IBM, too.156 Chancellor Hitler pleased, no doubt, by the fa-
vorable propaganda awarded Watson (and former ICC president F. H. van Vlissin-
gen) the Cross of Merit of the German Eagle with Star at the Congress;157 an en-
dorsement that quickly turned to embarrassment in view of subsequent events. Wat-
son returned the medal in 1940. 

In 1939, on the eve of war, van Vlissingen,, who was a talented economic diplo-
mat as well as one of Netherlands most successful industrial entrepreneurs, ex-
pressed his evident frustration in his retrospective of ICC’s first two decades:

155. "A long, liberal intellectual tradition…"  In fact, Montesquieu himself was careful to explain that 
commerce does not guarantee peaceful relations Howse, ‘Montesquieu on Commerce, Conquest, War, 
and Peace’.

156. "He adopted it as the banner of IBM, too…"  The story is told in (Ridgeway, 1938).

157. "Awarded Watson (and former ICC president F. H. van Vlissingen) the Cross of Merit of the German 
Eagle with Star…" World Trade, June-July 1937 p. 7
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 "To-day the prospects of international economic action are even less favor-
able than they were last autumn. Political events have thrust economic is-
sues into the background. The direction of economic policy is no longer de-
termined by the welfare of the nation in times of peace but by its require-
ments in the event of war. Armaments have taken first place, and the devel-
opment of trade and industry has become part of the program traced for 
strengthening  each  country’s  war-time  resources."  [Fritz  Fentener  van 
Vlissingen, World Trade, April 1929, p. 12]

Looking back from the twenty-first century, it might seem ICC’s first decades were 
a time when bitter lessons were learned from mistakes governments did not repeat. 
But recent history offers no more assurance about the contribution of trade to peace. 
One careful study158 of trade and conflict since 1950 suggests the link between trade 
and peace may depend on the distance between trading partners. Also, when it 
comes to the peace-dividend of trade agreements, non-discriminatory multilateral 
agreements are associated with more war, not less.159

"Bilateral trade, because it increases the opportunity cost of bilateral war, 
deters bilateral war. Multilateral trade openness, because it reduces this op-
portunity cost with any given country, weakens the incentive to make con-
cessions during negotiations to avert escalation and therefore increases the 
probability of war between any given pair of country [sic]. From this point 
of  view,  an  increase  in  trade  between  two  countries  pacifies  relations 
between those but increases the probability of conflict with third countries." 
[Philippe Martin et. al., "Make trade not war?"] 

Depressing! But there’s an important compensating effect of globalisation: 

"Multilateral openness increases the probability of local wars but should de-
ter global conflicts… Given that these conflicts are certainly the most costly 
in terms of human welfare, this is not a small achievement." [ibid.] 

Somewhat offsetting this ambiguous evidence from a ‘macro’ perspective of the 
patterns of peace and trade, there is also a ‘micro’ perspective. That is, an approach 

158. "One careful empirical study…"  See Martin, Mayer, and Thoenig, ‘Make Trade Not War?’

159. "Multilateral agreements are associated with more war, not less…"  There is an obvious endogeneity 
problem with the proposition that bilateral trade is associated with less conflict. That is, the causality can 
run in either direction. Friendly bilateral relations (no  conflict) may lead to bilateral trade agreements. Or, 
the creation of a bilateral trade agreement between potentially hostile states might raise the stakes of con-
flict. Martin and his co-researchers take the appropriate statistical care with this problem. Their results show 
a significant (likely causal) association between bilateral agreements and reduced conflict and seem to be 
sound.
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to the control of specific conflicts. The governments who created the GATT in 1947 
and the WTO in 1995 wanted these agreements to promote peace by isolating con-
flicts over (usually) the impact of regulations in one country on the exports of an-
other. The idea was to capture these disputes, by pre-arrangement, in a framework 
of arbitration and conciliation. This would keep them from spilling-over into foreign 
and security policy.  Churchill’s maxim was: "It is better to jaw-jaw than to war-war," 
(New York Times, June 27, 1954). 

The founders of ICC, as early as 1919, also conceived its role as helping to isolate 
and resolve the unavoidable conflicts between traders by conciliation and arbitration 
(the "Court of Arbitration"). But ICC further contributes to trade harmony by clarify-
ing contract terms (INCOTERMS) and by creating codes of commercial practice in, 
for example, marketing. These ICC member-services reduce the asymmetry of in-
formation — in other words ‘misunderstanding’ — that underlies many commercial 
conflicts. They, too, contribute to the maintenance of peace in a practical way, by 
making it less likely that commercial conflict might precipitate or ‘leak into’ inter-
governmental conflicts.

o00o
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ICC and international cartels

Through the first half century (or so) of ICCs history, members held two divergent 
views about the organisation of international markets. One was the liberal market, 
free-enterprise view in which competition rationed demand and ensured supply. The 
other was a more interventionist (or ‘rational’) view that favored agreements among 
suppliers. In the depths of the Depression, ICC briefly ‘swapped sides’ in the debate 
to favor cartel organisation. 

The liberal market approach, in the English tradition of Cobden, emphasises the 
competitive self-organisation of markets. It holds that trade regulations should be 
simple, transparent, non-discriminatory and, if possible, free of duties or other barri-
ers. This view has always predominated ICC’s approach to trade regulation.160 In 
1927, it received ‘unanimous support’ from the National Committees when asked to 
comment on the draft report of the ICC Trade Barriers Committee to the League 
World Economic Conference.161

But a more interventionist (or ‘rational’) view of market organisation was also rep-
resented in ICC, at least until the last decades of the twentieth century.  In this view, 
international coordination among industries — ‘ententes’ or cartels — beats compet-
ition as a way to organise demand and supply. With government support, these 
agreements can control market entry. They can coordinate investment and produc-
tion decisions, minimising excess supply. This guarantees profitable market shares 
for firms and a ‘fair' distribution of rents between capital and labor.  

160. "This view has always predominated ICC’s approach to trade regulation…" Ridgeway reports that the 
original Trade Barriers Committee established under Clémentel’s chairmanship "upheld ‘the removal or at 
least a great abatement of all the artificial obstacles to free intercourse between the traders of all coun-
tries…’" Op cit., p 235.

161. "It received ‘unanimous support’ from the National Committees …" Ibid. p 236. reporting Runciman’s 
opening address to the Conference.
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The proponents of ‘pan-european’ market organisation between the Wars found 
this approach congenial. It inspired the post-War treaties among European countries 
on coal, iron, steel, atomic energy and agriculture. The UK, too, encouraged interna-
tional cartel agreements in the 1930s. In the USA, the Roosevelt administration es-
tablished extensive market controls during the Depression. But for most of the past 
century, the USA has tolerated cartel organisation only among its firms and banks 
engaged in export trade.

The trade liberalisation proposals of the ICC Trade Barriers Committee were 
among the most influential submissions to the 1927 League World Economic Confer-
ence. They seemed to triumph over Louis Loucher’s proposals for the creation of in-
ternational cartels to organise trade.162 But during the Great Depression, after a dec-
ade of fighting unsuccessfully for market opening, many in ICC, including Walter 
Runciman who had been ICC’s spokesman in the 1927 Conference, looked more fa-
vorably on cartels.163

During the Depression the Chamber faced the problem of recommending policies 
to deal with excess supply. Demand for agricultural commodities and simple manu-
factures was feeble. The Gold Standard made it impossible to for exporting and im-
porting countries to balance aggregate supply and demand though the exchange 
rate. But only two other options were available. Many in ICC probably preferred the 
use of international producer cartels to manage supply and demand over trade barri-
ers or deflation. 

In its submissions to the Preparatory Conference for the 1933 London World Eco-
nomic Conference, ICC opted for the development of international cartels under 
"fairly stringent controls." would allow the removal of border barriers without jeop-
ardising exchange rates and without the danger of ‘monopolies’ that, ICC argued, 

162. "They seemed to triumph over the alternate approach…"  According to Ridgeway, Op. cit. p 246 ff. 
quoting from the League of Nations Report and Proceedings.

163. "Walter Runciman who had been ICC’s spokesman in the 1927 Conference,  looked more favorably on  
cartels…" In his second term as President of the UK Board of Trade (cabinet Minister responsible for 
trade), Runciman advocated a "policy of protection" and promoted the development of international "cartel" 
agreements between UK industries and their foreign counterparts, according to Kindleberger, op.cit. pp 174, 
195. Runciman’s policies had ambiguous outcomes. They included an agreement on commodity market-
sharing between the British Confederation of Industry and the German Reichsgruppe Industrie that was 
concluded the day after Hitler invited Czechoslovakia (the agreement was subsequently revoked by the UK 
government). Contemporary reports in the UK free-trade-leaning "Spectator" magazine claim that Runci-
man had "torpedoed" suggestions that the UK join the Belgian-Dutch customs union in 1932 and had been 
less than enthusiastic about negotiating tariff reductions with the USA in 1937. See http://archive.spectat-
or.co.uk/article/23rd-april-1937/6/a-spectators-notebook accessed July, 2013
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arise when market prices are allowed to fall to the point where less competitive pro-
ducers are forced out of business leaving only one to dominate and exploit the mar-
ket. 

"The value of agreements between producers was recognized by the Cham-
ber which thought it fit emphasize not only their effectiveness but also the 
need to subject them to fairly stringent control....

[Quoting from the ICC Report to the 1933 Conference] ‘The abnormal fall in the 
prices of primary and agricultural commodities is to be attributed to a dis-
equilibrium of supply and demand. In the absence of monetary remedies, 
ordinary economic remdies must be studied. They consist in coordinating 
supply with demand. The normal method is through a fall in price carried 
to a point which eliminates marginal producer through losses, bankruptcies 
and  liquidations,  a  process  which  in  the  end  generally  tends  to  go  too 
far….’"164

ICC insisted that governments should have no role in fixing the cartel prices but 
should ensure that the interests of ‘the public’ were taken into account by the cartel 
arrangements.

Political opinion and legislation in Europe and the United States during the 1920s 
and 1930s accepted that cartels were a means of avoiding market disruption, espe-
cially in foreign commerce. A report on five large commodity supply cartels to the 
1937 Berlin Congress of ICC concluded "that these cartels had definitely helped to 
improve certain markets165 and had assisted the international recovery of trade, 
either by bringing about a reduction in tariff barriers or enabling trade to be carried 
on despite them…" 

What is less clear from the ICC report is what costs these cartels had imposed on 
the economies concerned and whether adjustment, preferably through flexible ex-
change rates and lower trade barriers, would have led to lower costs and faster re-
covery of demand, production and trade world-wide. In 1938, however, opportunit-
ies to test the free-trade alternative had all but expired.

o00o

164. "organised Production: the Role of International Cartels" by G. Courtois de Viçoise, Head of the 
Production and Distribution Department of ICC, World Trade, April 1939 p. 26

165. "These cartels had definitely helped to improve certain markets…"  ibid..
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Beyond the Atlantic

The first part of this history seems to treat the ‘world’ as the trans-Atlantic region. 
That is because it was the home of most international business at the time. Most of 
the ICC’s concerns about the failures of government policies focussed on Europe (in-
cluding the UK) and the US.  Even in 1938,166 the trans-Atlantic powers still accoun-
ted for sixty per cent of world exports. Japan, the UK ‘offshoots’ (Australia, Canada, 
New Zealand, Rhodesia, South Africa), South Asia (Burma, Ceylon, India) and other 
European colonies became important traders only after 1939.

The course of the major economies outside the Atlantic basin in the period before 
the World War of 1939-45 is nevertheless a prologue to their more prominent part in 
the post-War history of ICC.

1. Japan before 1939

Japan had enjoyed a boom in industrial production during the Great War. One 
reason was that competitive European and US industrial output disappeared from 
Asian markets. But by the early 1920s that competition had returned and Japanese 
output fell again. In Japan there was no post-war reconstruction boom around 1920 
as there was in Europe. But Japan did suffer from the world-wide deflation of the 
following years as the trans-Atlantic economies reined-in prices in their attempt to 
return to the Gold Standard. The Japanese government imposed higher interest 
rates, too, in an attempt to restore the pre-war price levels and to return to gold-par-
ity. But rapid industrialisation continued. Business conditions see-sawed. Textiles 
and raw materials surpluses were followed by trading collapses and unemployment. 
In September 1923 the Tokyo-Yokohama region was devastated by an earthquake 
that in addition to killing hundreds of thousands and destroying the homes and busi-

166. "Even in 1938…"  The comparative data is taken from the United Nations International Trade Statist-
ics 1900-1960 (op.cit.)
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nesses of millions, finally cost the economy as much as 10 per cent of its annual out-
put. Japan’s exchange rate fell steadily through the 1920s as its trade deficit rose. 
But Japan refused to lift its ban on gold exports. Trade settlements were in paper 
money.  As a consequence, the real value of the Yen fell but domestic prices rose.

Then in late 1929, months after the Wall St crash, on the eve of the Great Depres-
sion, the government decided to return to gold convertibility at the pre-war parity 
between the Yen and gold. The immediate result was be to make Japanese imports 
much less expensive and exports more expensive. The government chose not to re-
turn to convertibility at then-current price level (as France had done) for the sake of 
‘prestige’ and to force a deflationary adjustment on the Japanese industries. It be-
lieve this would eliminate "uncompetitive" firms. In other words, it made the same 
mistake as the UK had made in 1925 but with even worse timing. 

The Japanese economy was hit simultaneously by the deflationary impact of the 
Gold Standard and by the onset of the Great Depression. The government gave itself 
greater powers to enforce the cartelization of certain industries to rationalise pro-
duction. But it did not raise formal import barriers or lift its deflationary monetary 
policies. So, the entire adjustment was confined to wages and price levels. 

Unemployment rose dramatically. Social unrest was, unsurprisingly, strong and an 
attempt was made to assassinate the Prime Minister. Still the government persisted 
with its policies. The nominal value of imports and exports both fell when measured 
in gold-backed Yen. But both continued to rise in real terms — measured by the eco-
nomy-wide price level — throughout the 1930s. The government raised interest 
rates still further to counter the outflow of gold due to Japanese speculators. They 
were buying dollars in anticipation of a collapse of the policy after the UK aban-
doned the standard in August 1931. 

Finally, the government collapsed due to internal disagreements and the new gov-
ernment abandoned the gold standard in December 1931. This move earned unfa-
vorable reviews from US banks. But it opened the way to a revival in the economy 
and the restoration of a balance of payments that lasted until the war with China 
began in 1937.

2. India before 1939

Like other trading economies not engaged in the Great War, India experienced a 
boost in its output during the War, owing to UK demand. However the War also saw 
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the UK impose tariffs on Indian imports for the first time. India reciprocated with 
protection for industries such as cotton textiles, cement and its new steel industries. 

The rise in Indian protection through the 1920s and 1930s led to the growth of a 
diversified domestic industry with low productivity compared with e.g. Japanese 
competitors. Most firms were locally owned and focussed on the domestic market. 
Foreign investment in India fell to low levels after the end of the railway construc-
tion boom in the early part of the century.  The inward-orientation of its economy 
did, however, provide India with a buffer against the external demand impacts of the 
Depression. India, like other UK Dominions, had adopted the modified (‘exchange’) 
gold standard that fixed the exchange rate for the Rupee to the gold-backed Pound.  

As in other ‘gold standard’ economies, the fixed exchange rate regime forced a de-
flation on India (rather than a devaluation) when global liquidity shrank in the early 
1930s. As in other economies, the impact fell on wages and prices. The burden fell 
disproportionately on the poor and the agricultural sector, adding to the success of 
M.K. Ghandi’s "Civil Disobedience Movement", launched in 1930-31. Popular disaf-
fection also helped the spread of both communist and communalist (ethnic) parties 
that supported the campaigns for independence and the partition of the sub-contin-
ent in 1947.

But the cut in input costs and Indian industry’s relative isolation from world mar-
kets meant that real output during the Depression did not change very much. The 
hardest hit industries were those such as jute and tea that continued to rely on ex-
ports. When the UK abandoned the gold standard in 1931, the Indian economy, too, 
benefitted from the devaluation of the Rupee and a balance of trade was restored.

Like other UK Dominions and colonies, India participated in the Imperial Eco-
nomic Conference at Ottawa in 1932 that created an imperial preference system. As 
in other Dominions, however, Indian industry considered the preferences a very 
mixed opportunity; they were concerned by the impact of the discrimination on their 
exports to non-preference markets, particularly the USA and Japan that were now 
becoming more important than the UK for Indian exporters.

3. China before 1939

China’s economy was only very weakly integrated into the global economy for most 
of the twentieth century. Foreign trade and investment made little difference to its 
structure or growth until the 1980s. Only some ninety cities, usually rail-heads or 
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ports, were open to international contacts and trade. The available data indicate that 
the Chinese economy grew very slowly. Three quarters of output was rural and agri-
cultural. There was probably no change in average per-capita income between the 
founding of the Republic in 1912 and the advent of the People’s Republic in 1949. 

Imports and exports accounted for less than 10 per cent of output in the mid-
1930s and represented only 8.5 per cent of China’s GDP as late as 1977. Foreign in-
vestment was relatively small and concentrated mostly in non-production sectors 
(real estate). Investors were predominantly from the UK and Japan, especially after 
the latter seized Manchuria. But substantial remittances from Chinese workers 
abroad helped China to finance an import deficit which persisted in every year dur-
ing the Republic. Remittences allowed China to maintain a balance on its current ac-
count.  Although industry represented only about than 10 per cent of output in 
1933, it grew at relatively high rates from the end of the first world war; about 8 − 
9 per cent annually (in constant 1933 prices). 

4. Latin America before 1939

The fortunes of their external sectors was the biggest factor shaping Latin American 
economies between the wars.167  

Latin American countries had found a prosperous niche in the relatively open pre-
war economy. They were specialized in primary product exports. They enjoyed 
strong capital inflows (including MNE investment). In the case of Argentina, Brazil 
and Uruguay, especially, they also enjoyed high levels of international immigration.

The outbreak of the Great War and the suspension of the Gold Standard brought 
to an abrupt end the inflows of direct foreign investment from Europe. Latin Amer-
ican republics that depended on European capital for balance-of-payments finance 
such as Argentina and Brazil, were hit by loan-recalls from European banks.

Trade with Germany ceased. British imports continued to dominate only in Argen-
tina which was still by far the largest trading economy in the region. Still, Argentina 
enjoyed a large trade surplus with the UK that was somewhat balanced by its trade 
deficit with the United States. (Brazil had the opposite external balances.) Such mul-
tilateral trade balancing could only work in a world system of convertible currencies. 

167. "Latin American economies between the wars…" Data on Latin American economies in this section is 
taken from Bulmer- Thomas, ‘The Latin American Economies (1929-1939)’.
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So, the external accounts of the major Latin American republics were vulnerable to 
the exchange restrictions introduced when industrialized countries abandoned the 
Gold Standard. 

The United States, which did not join the Great War until 1917, increased its dir-
ect investment in Latin America in the first decades of the century and quickly be-
came the most important trading partner for most Latin American countries. Its 
share of the region's imports reached a quarter in South America and nearly 80 per 
cent in the Caribbean basin (including Mexico). The opening of the Panama Canal in 
1914 accelerated this regional trade trend. It allowed the US to increase trade with 
Latin America at a time when Atlantic transport was becoming dangerous.

After the Great War, the world economy transmitted growing instability to the do-
mestic economies of commodity producing countries in Latin America.

During the post-War boom and slump (1920-21) prices for many commodities col-
lapsed as stocks held during the war for strategic purposes were sold. The abolition 
of wartime price controls led to an initial price surge, a rapid supply response and a 
subsequent price collapse in many markets.

The demand slump was brief, but the problem of commodity over-supply re-
mained. The growth in demand for primary product exports in the industrialized 
countries of the North slowed over the next decades for the usual reasons. These in-
cluded demographic change, declining demand as incomes rose and technological 
improvements. But the long-run growth of commodity supply sped up, in both the 
North and the South. The reasons were technology (again), new investments in lo-
gistics infrastructure and the protection of agriculture in many parts of Europe. 

These demand and supply changes should have sent warning price-signals to Latin 
American producers. The terms of trade deteriorated between 1913 and 1929 for 
most of Latin America. But for several reasons, the signals did not get through.

The short-run instability of commodity prices tended to conceal long-run trends. 
Added to which, market institutions in Latin America sometimes manipulated prices, 
confusing the real signal. Then, the 'strategic' demand for minerals in Europe and 
North America continued for a number of years after the war. Finally, the non-export 
sector in many Latin American countries was weak. Even if the price signals were re-
ceived, resources would move away from primary production only if they could find 
alternative employment. 
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As a result Latin America not only failed to adjust its external sector to the new in-
ternational conditions in the 1920s, but even increased its dependence on primary 
product exports.

Still, all of the republics continued to follow a version of export-led growth. By the 
end of the 1920s, exports still accounted for a high proportion of GDP.  Less than 40 
per cent in Brazil to over 100 per cent in Costa Rica and Venezuela.

The shadow of the Great Depression fell early on Latin America. The price of Ar-
gentine wheat reached its maximum in May 1927, Cuban sugar in March 1928 and 
Brazilian coffee in March 1929. The boom in stock markets before the Wall Street 
crash led to excess demand for credit. (The discount on New York commercial paper 
jumped by 50 per cent in the 18 months before the stock market crash.) The rise in 
world interest rates pushed up the cost of holding inventories. That further cut de-
mand for many primary products exported by Latin America. The fall in prices was 
dramatic. Not a single Latin American country was unaffected. Between 1928 and 
1932 the unit value of exports fell by more than 50 per cent in ten of the countries 
for which data are available.

The emergence of the United States in the 1920s as a major source of foreign cap-
ital had been a blessing for Latin America. But now, the squeeze on global liquidity 
put more pressure on Latin America through the capital market. 

Latin American governments found themselves facing dual challenges. The first 
was the external imbalance created by the collapse of earnings from exports and the 
decline in capital inflows. The second was an internal imbalance caused by a decline 
in government revenue due to the collapse of local production. These deficits could 
no longer be financed from abroad.

Latin government found it still more difficult to manage their external accounts 
when Britain and the United States abandoned the gold standard and free convertib-
ility in the early 1930s. It forced them to look for other ways to achieve external 
equilibrium. For most, this meant exchange controls and non-price rationing of im-
ports.

o00o
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ICC Member services (1939)

ICC exists to help enterprises do business across a border. In practical terms, this 
means providing services to help members (and others) overcome the mismatches 
and inconsistencies in national business and regulatory practices. It means securing 
business assets in foreign markets. It also means building ‘bridges’ to smooth con-
tacts, disputes and even transport between countries.

In reality a national border is only a line on a map. It need not be a physical 
threshold. Often, for contiguous countries, it’s not a social or linguistic or even cus-
tomary threshold either. Why, then, should it be difficult to do business across this 
invisible line? Why should there be costs not incurred in trading between two towns, 
for example? Neither "ivory-tower" economists or even "practical men of business" — 
as the first ICC members liked to describe themselves — know of any good reason.

Trade facilitation

When modern international business emerged during the first, pre-War "global-
economy",  border crossing became more frequent. The costs of doing business 
across border rose, too. 

Businesses then, as now, tended to accept the imposition of taxes, often for rev-
enue purposes, at the border. As long as the tax was levied equally on imports from 
any source — at the turn of the 20th century, this was often the case — it became a 
fixed cost for all competitors. That meant it could be passed on to the customer. The 
bigger problems for international businesses were complexity and obscurity of trade 
regulations and the misalignments of regulations in different — even contiguous — 
countries. These made planning, pricing and marketing more difficult than they 
should have been. They added to trading delays that added to customer costs or cut 
producer margins. Most problems were due either to a lack of coordination among 
governments or, more simply, to ignorance of international business needs. 

petergallagher.com.au  (March 2019) 115



Between 1905 and 1914, the International Congress of Commercial and Industrial 
Associations repeatedly passed resolutions seeking what we now call ‘trade facilita-
tion’. They demanded cuts to the myriad varieties of ‘red-tape’ problems that en-
tangle transactions across borders. They pointed to discriminatory visa requirements 
for foreign sales representatives. They queried national laws and regulations that 
made it difficult to enforce, or even to draft, a contract with a foreign business. They 
wanted governments to harmonise provisions for the recovery of payments and the 
protection of trade-names and inventions. They complained about uncoordinated 
transport regulations and unreasonable postal and telegraphic charges. They asked 
why, on the threshold of the 20th century, governments could not harmonise even the 
calendar.                                                                                                         

So, ICC’s mission from the outset was to achieve better international coordination 
in the regulation of markets. Its most visible efforts in the first two decades focussed 
on finance, exchange and on simplifying and cutting tariffs and prohibitions. But it 
was also very active in the development of international standards, conventions and 
member-services that helped with trade facilitation. It set standards where it be-
lieved that doing so would cut the costs of international business. Some of these 
standards addressed business processes, such as INCOTERMS. Others concerned the 
terms of fair competition between businesses in marketing. ICC approved an Inter-
national Code of Standards of Advertising Practice in 1937 that was rapidly adopted 
by industries in European, US, Japanese and Australian markets. ICC also worked 
consistently for harmonised protection of intellectual property in trade, seventy 
years before governments adopted the WTO’s TRIPS agreement. 

ICC sought to cut both border and income taxes. It spent many years gathering 
data on bilateral treaties on the double taxation of corporate income and working 
with National Committees to document the assessment of corporate tax in different 
markets. Finally, the 1937 Berlin Congress approved the text of a draft international 
convention on double taxation. It would have required that the branches of a foreign 
concern should be taxed only on the net income that they might be expected to de-
rive if they had been entirely independent local operations. Unfortunately, the 
second war in Europe overturned these plans. Despite favorable reception by the 
League of Nations secretariat, with whom the ICC had consulted during the drafting 
process, the convention never advanced beyond a draft. 
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International Commercial Terms (INCOTERMS)

ICC’s invention of INCOTERMs has been a boon for international business. Trad-
ing businesses have needed international definitions of contract terms for centuries. 
But ICC was the first organisation to have the international scope and grasp of tech-
nical detail needed to create an international standard. INCOTERMS are not "trans-
lations" of contract terms. Translation doesn’t help much if the same words mean dif-
ferent things in different places. Instead,  they are a set of "plug-in" contract terms 
that have the same precise definition in any contract in any language. Something 
like the abstract shapes that are used for signs on roads or in airports, they have the 
same significance everywhere. This clarity and precision helps ensure contract per-
formance and surprise-free international transactions. Today, hundreds of thousands 
of businesses, including many that have never had an association with ICC, rely on 
INCOTERMS. 

As a first step, toward developing the standard in the late 1920s, the ICC reviewed 
the commercial practice of thirty-five countries and issued a publication ("Trade 
Terms", I.C.C. Brochure No. 68) "setting out briefly what is usually meant in each 
country when certain terms were used in the contract of sale." ICC then had to de-
velop common definitions. After progressively refining its draft terms in conjunction 
with its National Committees, the ICC issued such a set of standard terms in 1936.

"In  INCOTERMS 1936,  the  I.C.C.  has  given  those  traders  who  have  no 
standard contracts or general sales conditions at their disposal a means of 
settling their differences of interpretation in advance. These Rules cover el-
even contractual terms currently used in international trade: Ex Works, F. 0. 
R., Free... (port of shipment), F.A.S., F.O.B., C. & F., C.I.F., Freight or Car-
riage paid to..., Free or Free Delivered Ex Ship, and Ex Quay." […]

The terms are revised from time to time as business needs change. The most recent 
publication at the time of writing was [2011].

INCOTERMS was an historic advance for commercial contracting. They continue, 
nearly a century later, to pay private dividends to the firms that use them,  and pub-
lic dividends for world trade.  (Publication of the standard, and training in its use, 
also pays dividends to ICC.)
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Commercial Arbitration

Well before the Great War, international businesses agitated to settle their disputes 
over contract performance by independent commercial arbitration rather than by na-
tional courts of law. But…

"In 1920, all a business which had a dispute with a foreign customer or sup-
plier could do was to sue the other party at law. If it brought the suit in its 
own country, it was always faced with the difficulties and risks attending 
the enforcement of the judgment in the debtor's country. If it brought suit 
before a foreign court, it was pleading before judges whose language and 
legal traditions it was usually unacquainted with and in whose impartiality 
it did not have full confidence. In both cases, the plaintiff was exposed to 
considerable expense and long delays. Added to this, he usually lost a cus-
tomer or business connection."  [André Boissier,  Secretary General  of  the 
Court of Arbitration and Head of the Legal Department of the International 
Chamber of Commerce, 1939.]

Two legal problems stand in the way of private international commercial arbitration. 
The first concerns the validity of the arbitration clause in the contract. Would a con-
tract that pre-committed the parties to submit their disputes to the arbitrators and 
not to the ordinary courts be held valid by those courts under the different national 
laws? In other words, would the courts say: "OK, you can agree to displace us"? The 
second problem is to enforced arbitral awards in a country other than that in which 
they are issued. Civil justice does not give effect to foreign judgments unless there is 
some prior agreement between two states. Worse, for international commercial ar-
bitration, prior agreement would be needed between dozens — even hundreds — of 
states.

The ICC, at its First Congress in London in 1921, recommended that the League of 
Nations agree that an undertaking to submit to arbitration would be valid in all 
countries. Many members of ICC wanted this validation to apply even to arbitration 
by what it called ‘amiable compositeurs’.168 That is, to arbitrations that do not neces-
sarily follow strict rules of legal evidence or rely on specific laws.

168. "Arbitration by what it called ‘amiable compositeurs’…" This practice, favored by the French, was 
strongly opposed by the "Anglo-Saxons" who demanded a prohibition on practices that set aside the relev-
ant law of contract. Bagge, ‘International Chamber of Commerce and the Development of Interna-
tional Arbitration, The’.The compromise proposed up to 1939 was that the Arbitrator might decide on 
either approach.
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In September 1923 the League of Nations, as requested by ICC, proposed a Pro-
tocol to member states providing for the validity of arbitration clauses in contracts 
between companies domiciled in any of the signatory states. The Protocol also com-
mitted each signatory to enforce arbitration awards made in its own territory. (Clé-
mentel, a French Senator, was instrumental in having a law adopted in France that 
gave effect to the Protocol in December 1925.) Then, in 1927, the League proposed 
a Convention on the enforcement of foreign awards without further review of the 
merits of the case by national courts. The Protocol and the Convention had been rat-
ified by most League Members by 1939 and United States federal legislation had re-
cognized the validity of arbitration (enforcement of foreign awards was subject to 
State legislation).

ICC did not, however, wait on the national adoption of laws recognising and en-
forcing foreign arbitral awards. It pressed ahead with a voluntary (‘honor’) scheme 
for arbitration. It adopted its first rules on arbitration and conciliation as early as 
July 1922. (They were revised in 1927, 1931 and 1933 in the light of experience). 
ICC offered both Conciliation and Arbitration to parties on either side of an interna-
tional transaction even if they were of the same nationality. 

"Conciliation" was the simpler, faster procedure. It was not necessarily a comprom-
ise between the parties but could include an unbalanced award to one or the other. 
A special Commission of ICC that included an ICC representative from the country of 
each of the disputants (the "Administrative Commissioner" then resident at ICC 
Headquarters in Paris) managed the conciliation. Up to 1939, 60 per cent of ICC dis-
putes were handled by conciliation, and the proportion was increasing. 

Arbitration is the province of the "Court of Arbitration" within the ICC, comprising 
an equal number of business people and lawyers, that appoints an Arbitrator as re-
quired for each dispute. The rules also allowed each of the parties to the dispute also 
to appoint an Arbitrator to the Tribunal. But the parties’ habit of appointing an ad-
vocate for their cause as an ‘arbitrator’ — leaving the ICC Arbitrator in the position 
of ‘umpire’ —  led ICC to discourage the practice. The Arbitrator drew up a state-
ment of the facts of the case that the parities are invited to verify (but this is not es-
sential) and makes a decision, often in the role of ‘amiable compositor’. The ICC 
Court then reviewed the Arbitrators’ award before the decision became final. Up to 
1939, the parties to arbitration had implemented more than 80 per cent of the 77 
awards without further judicial proceedings. The estimated costs of the proceedings 
were slightly more than one per cent of the sums at issue in the contracts. 
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The Conciliation and Arbitration procedures were an immediate ‘hit’ with interna-
tional business and a success for the Chamber. Seven hundred cases were submitted 
to the ICC for conciliation or arbitration in the first seventeen years.

Intellectual Property 

An early mark of distinction for the ICC was its rôle as the sole representative of 
business admitted to negotiations on the occasional revisions of the 1883 Paris Con-
vention on the protection of industrial property.169 This landmark international 
treaty, still in operation, provided standards for the protection of inventions against 
counterfeiting, imitation and unauthorised use. It also stipulated the protection of 
trade-marks against abuse, and against certain forms of ‘unfair competition.’  

ICC advised governments on the several aspects of the Convention. It made an im-
portant contribution to clarifying the definition of ‘unfair competition.’ Following its 
usual procedures of consultation with its Member Committees, the ICC recommend-
ations on trade-mark abuse were included in revisions done at the Hague (1925) 
and in London (1934). It also offered practical suggestions that improved decisions 
on the date of "priority" to be attributed to inventors applying for a patent. It sugges-
ted means of balancing the rights of inventors and the public when a government 
decides to revoke an "unworked" patents, and it proposed refinements to the rights 
of salaried inventors. The ICC also took a close interest in the conditions for the 
grant of trade-marks and of "geographical indications." It considered these should be 
available, under certain conditions, to protect defined localities of production of in-
dustrial ("Sheffield" or "Solingen" steel) as well as agricultural products ("Port", "Bor-
deaux", "Rocquefort").

By the eve of the World War (1939-45), the ICC was leaning toward the protec-
tion of the rights of the producers of "gramophone records" — then without legal 
standing — to require fees for their use in broadcast on radio or in cinemas. 

169. "The protection of industrial property…"  The information in this section is taken mainly from an un-
signed article in World Trade, April 1939, p. 70 entitled "International Protection of Industrial Property: a 
record of achievement."
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Shipping containers

It is sometimes claimed170 that containerisation — which after the 1960s became one 
of the most important infrastructures supporting the globalisation of markets — 
began with innovations in the United States trucking industry in the 1950s.171 But 
the ICC had begun work on the idea more than two decades earlier with a demon-
stration, at the 1935 Paris Congress, of inter-modal containers for use in road-rail 
shipping, along with devices for handling the containers. 

The ICC went on to set up the International Container Bureau which by 1939 was 
bringing standardisation to the various types of containers and their handling at cus-
toms points (ICC World Trade, 1939 No.2).

The International Container Bureau (BIC — bic-code.org) is no longer an ICC en-
terprise but remains a unique private international organisation (more than 1900 
members) that holds a unique mandate from the International Standards organisa-
tion (ISO) and WCO to manage the international identification and location codes 
for shipping containers.

 Membership of ICC in 1939

                    

Year By Members By a National Committee

1920 5 5

1929 27 44

1939 34 52

The total membership in June, 1921 (London Congress) 728; 1923 (Rome Con-
gress)1,303; 1925 (Brussels Congress) 2,139; 1927 (Stockholm Congress) 2,959172

170. "It is sometimes claimed…" For example in this article from The Economist magazine entitled “The 
Humble Hero”: http://www.economist.com/news/finance-and-economics/21578041-containers-have-been-
more-important-globalisation-freer-trade-humble accessed February, 2014

171. "Began with innovations in the United States trucking industry…"  The big innovation contributed by 
Malcolm McLean, the US trucking entrepreneur, in 1956 was his development of the first specialized con-
tainer ship that permitted direct ship-to-truck transport.

172. Balfour (1927), op.cit.
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Clémentel's last word

The last official message to ICC from its founding President, Etienne Clémentel, was 
on the occasion of it’s fifteenth anniversary at the Paris Congress of 1935. In his 
greeting to the Congress, Clémentel chose to quote A.C. Bedford’s remarks at At-
lantic City in 1919 as, still then — and still today — summarising the mission of the 
ICC

"We have laid here the foundations for the establishment of a permanent in-
ternational commercial organisation, a permanent medium through which 
the business men of the countries gathered here may exchange information 
and advice, may communicate their views on problems of mutual concern, 
and may co-operate in promoting intelligent and broad-minded commercial 
development in behalf of the prosperity of the whole world. This is a great 
achievement, and one of the foundations on which we shall hope to build a 
great structure of international goodwill." [Etienne Clémentel, Message to 
the Congress of ICC, Paris 1935 (Quoting A.C. Bedford)] 

E: Portraits

Etienne Clémentel

Jean Monnet — considered one of the ‘fathers’ of the European Union — described 
his former mentor and boss during Versailles peace negotiations, Étienne Clémentel, 
as "a kind and generous man, to whom historians have not given the honour he de-
serves." Clémentel’s biographer, Guy Rousseau, agrees:
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"Clémentel was never President of the Council or President of the Republic, al-
though he aspired to be both. His reputation has suffered from the poor overall 
reputation of an era from which we recall only the main figures. Worse, it was per-
manently obscured by the turbulent events of the late 1930s and the Second World 
War."

This energetic, perceptive, idealistic, politician, never in business, helped to con-
ceive and establish the International Chamber of Commerce as an international 
"League of Nations for Business" during his term as the first President. His influence 
on the original planning and his invaluable early leadership of the Chamber helped 
to ensure that it not only survived the missteps and spats of the allied governments 
in the management of their post-war relations but that, to some extent, it substituted 
for the inter-governmental collaboration that was missing in the immediate post-war 
period over issues such debts and reparations that threatened European recovery 
and, in consequence, world trade.

In his first press conference as ICC President he described the objectives of the 
new organisation in typically idealist terms:

"To develop international commerce, to facilitate intercourse between na-
tions, to ensure in all international questions touching commerce and in-
dustry a harmony of action, to serve the cause of peace and of human pro-
gress, to encourage cordial relations between citizens of different countries, 
to bring about in every way possible the co-operation of individuals and of 
associations which devote themselves to the development of commerce and 
industry." [… Press Conference, June 1920…]

But his attachment to inter-governmental cooperation in the cause of commerce 
was not a commitment to ‘free trade’. Clémentel was not philosophically or politic-
ally aligned with the vision of a society of "free enterprise"173 espoused by the US 
business groups that helped found the Chamber. He had little sympathy for the 
anglo-saxon ‘free trade’ ideal. 

He had almost atavist political roots in the Auvergne. He represented the same re-
gion (the Départment of Puy-de-Dôme, near the geographic centre of France) either 
as a Deputy in the National Assembly or as a Senator from 1900 until he retired 

173. "Clémentel was not philosophically or politically aligned with the vision of a society of "free enter-
prise…"  Clémentel’s economic and political philosophies, and the reading that influenced him, are expertly 
analyzed by Clotilde Druelle-Korn in an article, available on line: Druelle-Korn, ‘De La Pensée à l’action 
Économique: Étienne Clémentel (1864-1936), Un Ministre Visionnaire’.
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from public life in 1935. His first Ministerial position was as Minister for the Colon-
ies in 1905, but it was during the Great War that he best demonstrated his talent — 
and ambition — for strategic economic management. He was appointed to a variety 
of key Ministerial positions between 1915 and 1919 including Posts and Telegraph 
(he introduced the ‘postal cheque’ or ‘money order’), Labor and Social Security, In-
dustry and Commerce. He was responsible for the negotiation of a number of essen-
tial supply, transport and credit arrangements with France’s UK and US allies 
between 1916 and 1918 that kept France from foundering under the devastation 
and debts of the last years of the war. These arrangements continued until the end of 
hostilities but were terminated prematurely in Clémentel’s view.  In an address to 
the National Assembly in May 1919, Clémentel described them as vital to the eco-
nomic survival of France; comparing them to the rope connecting alpine climbers 
that the USA and UK had decided to cut while the summit yet some way off.

By inclination a strategic thinker and planner, Clémentel was haunted by the pro-
spect that a defeated Germany —  her farms, mines and factories still mostly un-
touched by the conflict —  would rapidly recover its industrial might and expansion-
ist policies. He feared that France, much of whose territory and production in the 
north and east lay in ruins, would face economic decline as the reward for her vic-
tory over aggression. Having overseen price controls during the war, Clémentel 
wanted to continue strong state management of the recovery. The "Clémentel Plan", 
that he put to the French National Assembly in May 1919, based on an exhaustive 
study of French production by his Commerce Ministry, also called for a reorganisa-
tion of French industry, credit and (above all) raw materials supply and transport. 
His proposal was not simply to reconstruct but to re-develop French industrial capa-
city using ‘scientific’ standardised production methods, in collaboration with em-
ployer and union confederations under the direction of the Ministry of Commerce. 
His objective was the success of France in world markets, guided by the state and in-
dustry in collaboration and supported by an external commercial service that he re-
organised and re-established under the Ministry of Commerce. 

Although the sentiment of the French public, advocated in the Assembly by his 
one-time Ministerial collaborator, Louis Loucher, ran strongly in favour of a return to 
‘normality’ and the abolition of war-time state controls, Clémentel’s plan was 
broadly approved by the Assembly174 and put into action by Clémentel. He estab-
lished the first national union of employer groups, the Confédération Générale de la 

174. "Clémentel’s plan was broadly approved by the Assembly…"  Rousseau, Etienne Clémentel., p 102 
tells us that Clémentel’s proposals nevertheless ‘fell flat’ in the Chamber of Deputies.
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Production Française (CGPF); although the largest stayed away and even small em-
ployers were skeptical of the statist connection175. He created a new legal framework 
for small businesses as well as a national system of mutual community banks — in-
cluding the Crédit Agricole — to facilitate business and farm lending.  He estab-
lished some 21 ‘economic regions’ of France, based at first on geographic consolida-
tions of chambers of commerce, that have since become formal state institutions re-
sponsible for education, transport and some taxes. He tried, but mostly failed, to re-
structure some large industrial sectors; his most notable success being the creation 
of the "Compagnie française des pétroles" that represented French national interests 
in the allied carve-up of oil territories in the Middle East in the 1920s. 

But Clémentel’s determination to continue state controls as part of a corporatist 
state were unpopular in his own electorate.176 He lost his seat in the Chamber of 
Deputies at the 1919 elections (only to be returned in the Senate elections for the 
same region in the following year).

In external affairs, Clémentel’s robust nationalism was coupled with an idealism 
about France’s role as a global force promoting humanist ideals. We can see both dis-
positions in his early interest in ICC. As Eugène Schneider tells us, Clémentel took 
charge of organising the French delegation to the Atlantic City Conference in 1919. 
Its membership was largely drawn from Clémentel’s newly created CGPF.177 But it 
also included two of his lieutenants (Dolléans and Tirman) whose role seems to 
have been to shape the proposed trans-Atlantic collaboration to ensure France’s 
central role, with the US Chamber.

Clémentel’s was an energetic proponent of a post-war allied economic integration, 
continuing and extending the war-time market-controls into an allied ‘trade zone’ 

175. "The largest stayed away and even small employers were skeptical of the statist connection…"  
Rousseau., p. 98.

176. "Unwelcome in his own electorate…" Rousseau.page 109 ff. examines several potential reasons for 
Clémentel’s first defeat in a long political career, concluding that the best explanation is that his dirigiste 
’national re-organisation’ policies were not in line with local aspirations for a return to civilian life. Clé-
mentel got the message. In his Senate bid several months later, he moderated his ideas, describing them as a 
‘national restoration’ to be carried out in cooperation with ‘democratic forces.’ Still Mayor of Riom and a 
Member of the Regional Council, Clémentel had no problems securing a place in the Senate, which is elec-
ted indirectly by ’grands électeurs’ comprising the ‘political classes’: regional councilors, mayors, and 
members of the National Assembly.

177. "Largely drawn from Clémentel’s newly created CGPF…"  Druelle-Korn, ‘Un Laboratoire Réform-
ateur, Le Département Du Commerce En France et Aux États-Unis de La Grande Guerre Aux An-
nées Vingt.’, 2004. p. 298
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that would discriminate against Germany and provide France with economic support 
and a guaranteed market after the war. He feared that France might again, one day, 
be ‘sidelined’ by German trade zones(Mitteleuropaïscher Wirtschaftsverein) that had 
been on the German foreign policy agenda before the War.178 His ideas were rebuffed 
by Wilson.179 (to whom he wrote directly) and given only faint support by his UK al-
lies. His submissions to the Big Four in the Versailles negotiations called, initially, for 
a 20-year allied regime of high, discriminatory commercial barriers to German ex-
ports. He hoped this would secure a buffer for France against German industrial 
competition during reconstruction. He compromised on asking for a 10 year regime; 
the allies agreed on a 5-year period of discriminatory French barriers, subject to re-
view by the League of Nations. 

Later,  he became an honorary President of the European Customs Union that 
sought, unsuccessfully, to create a common market between France, Germany and 
neighboring states in 1927-1929.

He was right, as it turned out, to fear that France would end up paying its own 
war debts, but he was wrong to foresee a shortage of raw materials or a prolonged 
recession. The return to ‘normal’ commercial conditions including access to the ex-
ports of French overseas territories and colonies, the market devaluation of the 
Franc (prior to its stabilisation and return to the Gold Standard in 1927) and the 
gradual recovery of distribution networks produced, if anything, a surplus of agricul-
tural and other raw-materials, allowing France, too, to participate in the post-war 
‘boom’ of the early 1920’s. 

After his service with ICC, Clémentel returned to Government as Minister for Fin-
ance in the Radical-Alliance government of Édouard Herriot in 1924, just in time to 
accept the Dawes Plan, so strongly influenced by ICC, on behalf of France. He put 
the best possible face on a deal that was a retreat for France. German reparation ob-
ligations were reduced and the remainder financed by a US loan. France was obliged 
to withdraw from the Ruhr without securing any commercial advantage (the Ver-
sailles penalty duties on Germany had to be lifted) from its actions. Clémentel’s at-

178. "France might again, one day, be ‘sidelined’ by German trade zones…" At the 1916 Paris Economic 
Conference Clémentel had argued "…that Germany was preparing a post-war export offensive that would 
deluge its enemies with under-priced goods; he feared that France, having lost its north-eastern manufactur-
ing provinces, would be deprived of food and raw-material imports". Stevenson, ‘The First World War 
and European Integration’.

179. "Rebuffed by Wilson…" Clémentel had written in 1917, as Commerce Minister, to Wilson advocating 
his proposals, but the President did not even reply. Ibid.
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tempt to tie the reduction in German indemnities to remission of France’s debts to 
the USA — the same proposition put in the Lausanne Conference in 1932 — was re-
buffed in an Allied Conference in Paris that he chaired.  Meanwhile, the fiscal situ-
ation in France was perilous; the conservatives in the Senate opposed the tax pro-
posals of left-wing government. Clémentel needed American loans (syndicated by 
Morgans Bank) to cover the deficits, which to some extent forced his hand on the 
Dawes settlement. 

Within months, however, the fiscal and exchange turmoil  — the Franc was being 
sold down in the market — was made worse by scandal. In an attempt to deal with 
budget deficits and despite the inflationary consequences, the Cabinet connived in 
(at least, or perhaps forced) the manipulation by the Banque de France of a legis-
lated limit on the volume of money in circulation. The market and the National As-
sembly smelled a rat. Herriot and Clémentel favored different ways to deal with the 
problem; raise the monetary ceiling (Clémentel) or attempt to impose a new tax on 
capital (Herriot). But they failed to sort out their differences before entering the 
Chamber: Clémentel found his Premier opposing him on the floor and resigned (to 
be replaced as Finance Minister four times in the next few months).

Four years later, in November 1929, with the Third Republic again embroiled in 
one of its "ritual crises", the President invited the redoubtable Senator from Puy-de-
Dôme to form a government. Like others at the time, he narrowly failed to confect a 
majority among the Republicans and moderate Radicals. It was his final political 
shot taken, fittingly, just as the Great Depression put an end to the international 
political economy of the post-war era.

Although the centenary of the ICC is, in a way, a "monument in bronze" to the 
genius of Étienne Clémentel there is an actual bronze of him at ICC headquarters in 
Paris. It is a magnificent life-sized bust of a rather soulful Clémentel, just reaching 
the apogee of his career as Commerce Minister in 1916.180 This bust is the last piece 
modeled by his friend Auguste Rodin — ‘unfinished’ for once with good reason — 
whom Clémentel had had helped, during the last decade of the sculptor’s life, to es-
tablish his museum in Paris and of whose estate Clémentel was a trustee. 

Clémentel was a talented draughtsman, painter and photographer (the Musée 
d’Orsay has a collection of his stereographs) and throughout his life stayed in touch 
with the contemporary art world. He was introduced to Monet by Georges Clem-

180. "A magnificent life-sized bust…" One of the castings can be seen at the website of the Rodin museum: 
http://www.musee-rodin.fr/en/collections/sculptures/etienne-clementel accessed July, 2013
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enceau who commissioned, for the Musée de l’Orangerie, several large paintings of 
the water-lilly ponds in Monet’s garden at Giverny. Clémentel visited Monet there in 
1918 — the two, and their families, became close friends — and took a series of 
striking photographs of the painter surround by the flower-beds that can be viewed 
on-line.181 Clémentel also left us, remarkably, with an opera he created with his fel-
low Auvergnat, the composer Joseph Canteloube: a romantic tragedy in four acts of 
his celtic hero Vercingetorix. It was produced to mild critical acclaim by the Opéra 
de Paris in 1929 and again in 1933 with the wonderful tenor George Thill in the title 
rôle.182

181. "A series of striking photographs of the painter surround by flowers that can be viewed on-line…" In a 
Facebook page: http://is.gd/esl8My accessed July, 2013

182. "The wonderful tenor George Thill in the title rôle…"  Who can be seen rehearsing the Opera with 
Canteloube in this YouTube video: http://www.youtube.com/watch?v=qyZm-I-M7gY accessed July 2013
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Figure 1: Etienne Clementel (1917), Berlin State Library



Édouard Dolléans

Édouard Dolléans contributed to the ICC even before its foundation by helping with 
the design of the organisation at Atlantic City and at the Preparatory Congress in 
Paris in 1920. He was apparently a collaborator of Clémentel’s in the last year of the 
Great War when, as Commerce Minister, the latter was trying to reorganise national 
business and labor groups as part of his post-war plan. In any case, Clémentel nom-
inated Dolléans as his personal emissary to the Atlantic City meeting in 1919. 

The Constitutive Congress appointed Dolléans the first Secretary General of ICC; a 
post he retained until 1932. He oversaw the development of an international secret-
ariat and was the first editor of its publications in both French and English. He 
helped Clémentel establish the essential, early, personal collaboration with the 
League of Nations. It was a link that ensured ICC would be a preferred collaborator 
on commercial and transport policy and on business law. He helped to guide the 
Chamber through its rapid early growth in membership.

Yet Dolléans is, in some ways, a puzzle. His background does not suggest he 
would have been a first choice to run an international business organisation. He was 
a Professor of Law at the University of Dijon, a political economist and a noted his-
torian of the labor movement in Europe and the United States. His major work was 
"The History of the Workers’ Movement", in three volumes, covering the period 1830 
to the 1930s.183 His position as a professor of political economy in a faculty of law 
suggests he is one of the legatees of the 1877 ‘revolution’ in French economics. This 
was a government decision to fund Chairs of political economy in thirteen law fac-
ulties.184 Its practical effect was that academic lawyers of the ‘interventionist’ school 
— opponents of the ‘liberal’ economists who followed Bastiat — took sole charge of 
economic education in France. Dolléans confirms this intellectual heritage in an im-

183. "’The History of the Workers’ Movement’, in three volumes…"  Dolléans, Édouard Dolléans (1877-
1954), Histoire du mouvement ouvrier. Tome I.Available, on-line from the University of Québec: http://
classiques.uqac.ca/classiques/dolleans_edouard/dolleans_edouard.html accessed March, 2014                        
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portant early work: a study of the radical socialist reformer, ‘interventionist’ and in-
dustrialist, Robert Owen. Indeed, he dedicated this book to Paul Cauwès, the eco-
nomics professor in the prestigious Paris Law Faculty, who advocated the protection-
ist policies of the German historicist Friedrich List. 

Still it is impossible to characterize Dolléans simply as an ‘interventionist’. In the 
introduction to Robert Owen, he offers a subtle, amusing and insightful discussion of 
the intellectual roots of ‘socialism’. It is clear that he is not a sentimental utopian like 
Owen. Nor does he adhere to the dogmas of the leaders of the interventionst school 
such as Charles Gide who looked forward to the suppression of social and economic 
"competition" and the replacement of the wage system by "solidarism" or a system of 
cooperative production. On the contrary, Dolléans concludes his argument with a cri-
ticism of the idealism of liberal economists but a condemnation of the stultifying and 
inhumane program of the socialist ‘egalitarians’:

"L'erreur de certains théoriciens du  libéralisme, comme Bastiat a été de 
penser que, pour répondre aux critiques des socialistes, il était  nécessaire 
de montrer que l'harmonie des intérêts est dès à présent réalisée, car elle ne 
l'est pas. Pourquoi ne pas accepter les prémisses des socialistes? Du fait que 
des antagonismes existent dans la société actuelle, il ne résulte pas que la 
société puisse être réformée en ce point et que, par des organisations artifi-
cielles, on puisse mettre un terme  à la  naturelle opposition des forces, 
qu'on puisse rendre les intérêls harmoniques.

L'antagonisme des intérêts et 1'opposition des forces peuvent être les lois de 
la vie en société; ils paraissent être aussi une condition du mouvement et du 
progrès  tout  comme l'inégalité,  fait  naturel  irréductible,  est  la  condition 
même du développement des puissances de l'individu comme de la société. 
Légalité  sociale  ne  peut  être  réalisée  qu'aux  dépens  de  la  productivité 
matérielle et  artistique comme à ceux de la spontanéité sociale et  de la 
liberté individuelle. Malgré les apparences libérales que veulent se donner 
les systèmes égalitaires et socialistes, malgré le respect qu ils prétendent 
avoir  de  l'individualité  humaine,  ces  systèmes sont  contraints,  pour  être 
fidèles  à  leurs  principes,  de  créer,  par  un  mécanisme  impitoyablement 
autoritaire, une société d automates..." [From the Introduction to "Robert 
Owen",  Paris,  Libraries  Félix  Alcan,  1907  available  from  https://
archive.org/details/robertowen17711800dolluoft (accessed March, 2014)]

184. "A government decision to fund Chairs of political economy in thirteen law faculties…"  For more on 
the pre-war history of French, English and US economics see: Salerno, ‘The Neglect of Bastiat’s School 
by English-Speaking Economists’. 
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"The error of some Liberal theorists, such as Bastiat, was to believe that, to 
answer the criticism of the Socialists, they needed to show that (conflicting 
social) interests could now be reconciled. They cannot be. Why not accept 
the Socialist premise? Since antagonisms still exist in today's society, if fol-
lows that society cannot be reformed by the use of artificial arrangements, 
or that we can put an end to the natural opposition of social forces or re-
concile their interests.

The contrariety of interests and opposition of social forces might be (con-
sidered as) basic tenets of society. They also appear to be pre-conditions of 
change and progress, in the same way that inequality — an inescapable fact 
of nature — is a prerequisite of individual and social development. Strict 
observance of social (rights) can be achieved only at the expense of mater-
ial and artistic productivity, social spontaneity and individual freedom. Des-
pite their appearance of liberalism, and despite their pretence of respect for 
human individuality, egalitarian and socialist systems are bound, out of fi-
delity to their principles, to create, by mercilessly authoritarian means, a so-
ciety of automatons... " [author’s translation.]

In view of this “aesthetic” liberalism, perhaps it is not surprising that, in an organisa-
tion of business men (exclusively, at that time), Dolléans seems to have been a fem-
inist. He published an account of George Sand as leader of the workers’ movement 
("Féminisme et mouvement ouvrier. George Sand": Editions ouvrières, 1951). 

Pr. Dolléans resigned from ICC about the time that Clémentel — unwell — finally 
stopped participating in ICC events. He returned to the world of labor and social 
studies that he had left, serving briefly in the office of the Labor Minister in the left-
wing Front-Populaire government of Leon Blum in 1936 and afterwards helping to 
found the French Institute of Social History. 

But, it seems, his career spanned two separate planets. Neither the warm eulogies 
of his academic colleagues who testified to his lasting international influence in the 
field of labor history nor other biographical notes (his Wikipedia entry)185 makes any 

185. "Neither the warm eulogies of his academic colleagues nor other biographical notes…"  The eulogy is 
from a contemporary publication of the Social Movement Association.Bourgin and Maitron, ‘Hommage à 
Edouard Dolléans’. A brief Wikipedia record is at http://fr.wikipedia.org/wiki/Édouard_Dolléans accessed 
July 2013. Druelle-Korn, ‘Un Laboratoire Réformateur, Le Département Du Commerce En France et 
Aux États-Unis de La Grande Guerre Aux Années Vingt.’, 2004.records a conversation with the archiv-
ist at the French Institute of Social History who was ‘astonished’ to learn of Dolléans’ decade of work for 
the ICC.
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mention of what may prove his most enduring legacy: his generous, quiet, effective, 
contributions to the foundation of the "businessman’s League of Nations".
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Walter Leaf

ICC has been fortunate in its Presidents. All of them have been distinguished in busi-
ness or government: some in both. Many have been great civic leaders. A few have 
been accomplished artists or scholars. Walter Leaf, ICC’s third President, was all of 
these.186 

His obituary in ICC's "World Trade" in 1927 — probably composed by Édouard 
Dolléans — hailed him as:

"One who so admirably represented all that is best in the national traits 
which  have  made  the  British  Empire  what  it  is...  Foremost  among  the 
world's economists, and a scholar of international repute, occupying as he 
did an unique situation in the world of business and finance, he ever found 
time for literary pursuits and public service. His career, full of romance, may 
well serve as a lesson to those who see only the selfish ends of business and 
are blind to the potentialities classical attainments lend to modern endeav-
our." [World Trade, No. 13, March-April 1927, p.1]

Walter Leaf, as the Chair of the UK Institute of Bankers and of the London Chamber 
of Commerce, was among the founders of ICC in Paris in 1920. Like the U.S. banker 
Willis Booth who preceded him as President, Leaf was an economic liberal. He 
championed immediate resumption of trade with Germany on humanitarian 
grounds. He spoke eloquently in support of open markets and the rescheduling of al-
lied and German debts incurred in London. In the early 1920s he advocated creation 
of a pan-European free market. 

At ICC's first Congress in London, Leaf presented the report on Finance that 
opened the debate on the debts and reparations questions. At Clémentel's sugges-

186. "Walter Leaf was all of these…"  Sources for this portrait of Walter Leaf include the Oxford Diction-
ary of National Biography (www.oxforddnb.com/view/article/34454, accessed May, 2014) and the archives 
of the Royal Bank of Scotland (http://heritagearchives.rbs.com/people/list/walter-leaf.html, accessed May 
2014).
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tion, he Chaired the Finance Committee appointed by the Congress to prepare re-
commendations for governments. The Committee's work, in close cooperation with 
the League of Nations EFO, led to the Rome Congress resolution that endorsed the 
"business solution" of the Dawes Committee.

ICC elected Walter Leaf as its third president in 1925, as the Dawes plan went into 
effect. He understood that the long-run solution to the problem of debts was not 
loans but trade. In 1926, as ICC prepared for the League's World Economic Confer-
ence in Genva the following year, Leaf began a strenuous speaking tour of European 
cities. He was seeking business support for ICC's message of trade 'disarmament' that 
governments had so far ignored.

He gave his last address at the Essen Chamber of Commerce.187 Leaf's message was 
that loans create debts but trade results in mutual gain. It would be impossible, he 
said, "to transfer large sums from one nation to another except by the exchange of 
goods." Yet everywhere in Europe and in the USA border barriers were rising since 
the early 1920s. 

In Europe the talk was of managed trade and discriminatory agreements. Leaf 
would have none of it.188 "The disease called 'malaise économique' is universal 
throughout Europe. There is not one country that is really content with its economic 
situation... The field of battle has been transferred to our economic life and every 
nation's hand is against its neighbor..."

"Whatever governments may do, [ICC's] votes have alwas been given on the side 
of freer intercourse." Any other course would lead not only to increased hostility but 
also to default. "No nation," Leaf warned, "can at once close its frontiers to the re-
ceipt of goods and at the same time obtain payments of debts due to it on a large 
scale." 

He suffered a heart attack after the speech. His condition was too serious for him 
to remain in office. Early in 1927 his doctors advised him to go to Torquay to rest for 
a few weeks. He died there, in the Imperial Hotel, on 8 March 1927. The Archbishop 
of Canterbury conducted his funeral.

187. "His last address at the Essen Chamber of Commerce…"  Quoted by Ridgeway, Merchants of Peace. 
p 234.

188. "Leaf would have none of it…" Ibid.
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Walter Leaf had a remarkable business career. After a privileged but challenging 
education at Harrow, he distinguished himself in the classics at Cambridge where he 
won the University Medal and was later admitted as a Fellow of Trinity College. He 
was a member of the Cambridge "Apostles" (a sometime radical club of intellectuals) 
and a notable mountain climber (first ascents of Becca di Ciardonnay (1890) and 
the Fluela Schwarzhorn (1893)). He had intended to pursue a career in the law. But 
owning to family illness he had, instead, to take over the management of his family's 
fashion and textiles business. In 1891, when he had expanded and incorporated the 
firm, he was (to his surprise) offered a directorship of Westminster Bank. By 1914 he 
was Chair of the Board and remained in that position until 1923. He became Chair 
of the UK Institute of Bankers, a long-serving member of the London County Coun-
cil, a founder of the London Chamber of Commerce. He was a much-admired 
speaker on banking and business. In the final year of his life he published a technical 
account of the banking industry that the distinguished economist Roy Harrod re-
viewed, mostly favorably, in the Economic Journal ["Banking by Walter Leaf: review" 
R. F. Harrod, The Economic Journal, Vol. 37, No. 145 (Mar., 1927), pp. 76-81]

But Leaf's passion was classical scholarship. He collaborated on and then pub-
lished his own translations of Homer's Illiad that became standard editions at the 
time. He edited a scholarly edition of the Illiad and wrote popular commentaries on 
Homer. A realist in literature as he was in economic policy, Leaf considered the an-
cient epics referenced historical events. He wrote a book on the geography of Troy. 
He also apparently accepted the reality of Atlantis. He thought, from the similarities 
between Plato's legendary account and the Homeric geography, the ancient city was 
most likely in Crete. A talented linguist, he also translated and published Persian and 
Russian poetry. Both Cambridge and Oxford universities awarded him degrees of 
Doctor of Literature.

Walter Leaf was an outstanding member of that pre-war generation of British in-
tellectuals who, in commerce and in government, completed the liberal social and 
political reforms of the Nineteenth century and fought tenaciously to maintain that 
vision into the Twentieth.

The ICC images of Walter Leaf are of a man well past middle-age — he was 74 
years old when he assumed the ICC Presidency — looking rather severe. But the UK 
National Portrait Gallery carries a more genial photographic portrait of Walter as a 
scholar-merchant at the age of 39, in the year he assumed a directorship of the 
Bank. 
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Figure 2: Walter Leaf (UK NPG) 1891



Alberto Pirelli

One of two sons of the founder of the Italian company now known as a manufac-
turer of tires, Alberto Pirelli worked in the business from 1904.189 He became Vice 
President of the family company in 1932 and CEO in 1946.  In 1956 after the death 
of his brother he assumed the Chairmanship — aged 74 — until his retirement in 
1965.

But Alberto Pirelli’s lasting contributions were part of a different, parallel career. 
The Milan-based Pirellis along with most of the large northern industrialists funded 
the early Facist party (PNF).190 After the Great War the PNF aligned itself with con-

189. "Alberto Pirelli worked in the business from 1904…"  There is a brief, elliptical biography of Alberto 
Pirelli on the Pirelli Corporate website at www.pirelli.com/corporate/it/company/history/personaggi/
a_pirelli/default.html accessed May, 2014

190. "Most of the large northern industrialists funded the early Fascist party (PNF)…"  It is always an er-
ror to judge the politics of the past through the lens of later events. Still, there is an awkward story behind 
the support of the large industrialists for Mussolini and the Fascists. It is still a matter of contention in Italy 
but largely brushed-over by the firms themselves, for reasons that are easily understood. 

Fortune Magazine in February, 1934, devoted an entire issue to Fascist Italy, criticising Mussolini’s con-
stitutional abuses, but frankly admiring the spirit of fascism. This seems to have been the work of the 
magazine’s founder Henry Luce whose views about political economy were at best ‘corporatist’ (There is 

more on Luce and Fortune, here: (Augspurger, 2000)). The US independent journalist (‘muckraker’, ‘gad-
fly’) George Seldes, who was one of the first to finger Mussolini for the murder of the socialist deputy Giac-
omo Matteotti, provides a relevant extract from the magazine in his 1943 book "Fascism":

"In its July, 1934, issue, a song of praise for Fascism, Fortune magazine (owned by Henry Luce, a Morgan 
partner, and other powerful and wealthy Americans) told of the great corporations and how they progressed 
under Mussolini. Montecatini, for example, was listed as having assets of $77,000,000; it consumes 10% of 
the nation's electricity, it is managed by Guido Donegani, with funds from the Banca Commerciale Italiana. 
Donegani is 'a fascist from the very beginning.' Montecatini owns 51% of Acna chemical company, and I. G. 
Farben, the Hitler cartel, the other 49%.

     Signor Giovanni Agnelli, manager of Fiat, is 'one of the financial backers of the march on Rome, he 
stands high in Fascist councils and has been a senator since Anno I of Fascismo. He owns La Stampa, the 
leading Turin newspaper....'

     Riccardo Gualino of Snia Viscosa, occupies the same place in Fascism-for-money history as the 
bankers and industrialists who backed Hitler and whom Hitler purged. But Fortune in 1934 reported: 'Along 
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servatives, free enterprise, the Church and monarchy in opposition to socialism and 
republicanism. The industrialists hoped it would control the communist strikes that 
during 1919-1920 (the ‘Biennio Rosso’) seemed to threaten a general revolution in 
Italy. Alberto was not a member of the PNF (he joined in 1932) but, through the 
family, was associated with the Fascists through most of the period between the 
wars. 

In 1919, as an outstanding young lawyer, he was appointed an economic advisor 
to the leader of the Italian delegation at the Supreme Economic Committee of Ver-
sailles (the Milanese banker, Senator Ettore Conti). His economic insights and diplo-
matic talents led to a two-decade association with the reparations and international 
debts issue. In 1920 he attend the Constitutive Congress of ICC in Paris. The Italian 
Liberal government (before Mussolini’s take-over in 1923) appointed him Italian del-
egate to the International Labour Office (1920–22) and to the League Economic and 
Financial organisation (1923–27). He was a prominent appointment to the Dawes 
and Young committees (1924, 1929) and had a roving commission from the Italian 
government to negotiate on the adoption of the plans and their implementation. 
After almost a decade of leadership in ICC he assumed the Presidency in 1927 at the 
Stockholm Congress. 

Pirelli remained an economic advisor to Mussolini’s government and accepted 
senior national appointments on labor and industry. He even helped arrange — 
through another ICC and Dawes contact Thomas Lamont of J P Morgan’s bank — a 

with Agnelli of Fiat and several other big capitalists, Gualino helped finance the march on Rome and in the 
early years of Fascism flourished mightily.' He went to jail later along with other Fascist notables who resor-
ted to common swindling in addition to the legal Fascist way of draining the nation of its wealth.

     Martini & Rossi, the vermouth and cocktail lords, is run by Count Napoleon Rossi di Montelara, 
a member of the Fascist party.

     Fratelli Alberto and Pietro Pirelli own a $10,000,000 company which in 1933 made a net profit 
of $1,500,000 thanks to Mussolini's help. The Pirellis control 39 joint stock companies with a cap-
ital of 7,818,000,000 lire. Agnelli controls 32 such corporations with a capital of 1,890,000,000 
lire. Senator Ettore Conti, president of the Banca Commerciale—the bank once headed by Giuseppi 
Toeplitz, one of the many ... Jews who supported Mussolini, and who was treasurer and cashier for 
Fascism—controls 18 firms with a capital of 3,474,000,000 lire.

     'The significant facts to hang on to,' concluded Fortune, 'are these: if you were an early Fascist, 
or contributed generously to the March on Rome, you are likely to enjoy the business benefits that 
accrue to a high position within the Fascist Party." 

[This quotation is taken from an on-line version of the book at: http://libertyparkusafd.org/lp/Hancock/CD-
ROMS/GlobalFederation/World%20Trade%20Federation%20-%2058%20-%20Fascism.html accessed 
April, 2014]
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$100 million bond issue on the US market as budget support for the Facist govern-
ment. In 1934, in the midst of a general collapse in industrial production, he accep-
ted Mussolini’s nomination as Commissioner of the General Confederation of Italian 
Industry. Under spreading state controls of industry, labor and prices this was the 
‘corporatist’ body responsible for industrial employers. Effectively, he was part of 
Mussolini’s ministry. But Pirelli was sufficiently removed from the political manage-
ment of the government that, after briefly being ‘purged’ in 1945, he was fully re-
habilitated.191

Yet Pirelli was an economic liberal whose views are difficult to reconcile with the 
interventionist corporatism of the fascists. In a report to the Council of ICC in mid-
1928 of his recent visit to the US, Pirelli praised the liberalism of American business. 
He endorsed its acceptance of "enlightened self-interest" as the basis of free enter-
prise.

"American business men,'' Pirelli told the Council, "believe that every country has a 
common interest in the prosperity of other countries, and that material profit is to be 
derived from an increase in the wealth of other countries… I greatly admired the 
Americans’ liberal conception of business. They see no reason for unrestricted trade 
war with Europe, but rather desire to see Europe prosperous in the belief that pros-
perous Europe means a better customer for the United States." ["Praises Liberal Ideal 
Of American Business", New York Times, 30 June, 1928]

Nor did he endorse the economic nationalism of the fascists. In 1994, on the 75th 
anniversary of ICC, Alberto’s son Leopoldo, now Chairman of the family company, 
wrote of his father:

"As he and the ICC's other pioneers saw it…  [ICC] stood for solidarity and 
co-operation, free from the constraints imposed by different and possibly 
conflicting national policies. In the words of the elder Pirelli: "The world 
has gone a long way since the days when the Portuguese navigators kept 
their charts hidden and even falsified them lest competitors learn the course 
to India".

In fact, it was during Alberto Pirelli’s presidency that ICC formed a Preparatory 
Committee consisting of European ICC representatives and delegates of the National 

191. "After briefly being ‘purged’ in 1945, he was fully rehabilitated…" Details from http://www.nicolat-
ranfaglia.com/blog/categoria/Corriere-della-Sera/ Accessed, May 2014. Nicola Tranfaglia wrote a bio-
graphy of Pirelli published in 2010.
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Association of the Chinese Chambers of Commerce to organise the first China Day at 
the Amsterdam congress in 1929. 

o00o
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Figure 3: Alberto Pirelli



Viscount Kano Hisaakira

The leaders of ICC have often been energetic and sometimes unorthodox. Many of 
them made a difference in spheres outside business. None more-so than Viscount 
Kano. He was a long-standing member of ICC Council who was foremost among 
those responsible for re-introducing Japan to the ICC after the War.192 

Kano Hisaakira was the second son of Kano Hisanobu, Governor of Kagoshima 
Prefecture and the last Daimyo (feudal lord) of Kazusa Ichinonmiya, located in 
Chiba. After graduating from University of Tokyo in 1911 he entered on a long and 
distinguished career with the Yokohama Specie Bank (Bank of Toko after 1947 ). He 
was posted by the Bank to London in 1921 as a clerk. He returned there later as 
General Manager when he established himself as an influential member of the Ja-
panese community in London. He was appointed the Japanese representative (and 
later Vice Chairman) at the Bank for International Settlements (BIS) and for several 
years in the 1930s he was the Japanese National Committee representative at the 
ICC. 

Kano was among those businessmen who considered themselves deceived by the 
military in the occupation of Manchuria that led to the commercial isolation of Ja-
pan by the US and, to a lesser extent by the UK after 1937.  In early 1940 he told the 
press193that he was convinced that there would be a ‘magnanimous’ peace in the 
Sino-Chinese conflict that Japan would realign with the Allies in the defeat of Ger-
many, despite the Japanese-German pact of 1936. (In fact, in September that year 
the Japanese government joined Germany and Italy in the "Axis" pact.) During the 
early years of the European war, Kano remained in London. His bank assisted with 

192. "Viscount Kano who was foremost among those responsible for re-introducing Japan to the ICC after 
the War…" An account of the re-integration of Japan into the ICC and the role played by Kano can be found 
in Kimura, ‘The Return of Japanese Businesses to the World Community: The International Cham-
ber of Commerce after the Second World War’.

193. "In early 1940 he told the press…" Quoted in The Argus (Melbourne), Wednesday 3 January 1940, 
page 3
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the ‘barter’ arrangements194 that Japan hurriedly attempted to put in place after the 
US ‘froze’ Japanese assets in the USA in July 1941. 

After the attack on Pearl Harbor in December 1941, the UK liquidated the assets of 
the Yokohama Specie Bank and began to intern all Japanese residents. At the insist-
ence of the Foreign Office — that feared retaliation against UK bankers in Japan — 
Kano remained free until March of 1942. Then he unwisely gave an interview to the 
Daily Express newspaper refuting the UK government’s account of Japanese atrocit-
ies in Manchuria as Chinese propaganda. In response to public pressure, the author-
ities then arrested Kano and sent him to an internment camp in the Taplow Hotel on 
the Isle of Man. From there, they apparently repatriated him to Japan, via Lorenço 
Marques (Maputo) in Mozambique, in July 1942"195. 

Kano left the Yokahama Bank at the time of the Japanese surrender in 1945. He 
became Vice-Director of the Central Liaison Office — as the Japanese Foreign Office 
was known during the Occupation — and then went to the Food Commission that 
attempted to manage scarce supplies. But the US Occupying administration "purged" 
him shortly after — along with hundreds of other former businessmen — because of 
his position in the Bank which they considered to have been too close to the wartime 
government. Thanks no doubt to his rather extrovert, anglophile personality as well 
as his extensive banking experience, Kano became a confidant of, and interpreter for, 
one of the most influential figures in the post-war ‘reboot’ of the Japanese eco-
nomy.196  This was Joseph Dodge, a mid-Western banker, Director of the Federal Re-
serve of Chicago, Chairman of the War Contracts Board during the War and deputy 
finance advisor to the Military Governor of Germany at the time of Ludwig Erhard’s 
1948 currency reforms. In February 1949 Dodge arrived in Tokyo to take up the post 
of ‘financial advisor’ to the Occupying administration. He played a decisive role in 
setting up the ‘Japanese economic miracle’ based on domestic deflation (which 

194. "His bank assisted with the ‘barter’ arrangements…" This information appears in the released records 
of the "Magic" intercepts of Japanese diplomatic communications in 1941, accessible here : http://www.ib-
iblio.org/pha/magic/vol-3.html

195. "Repatriated him to Japan, via Lorenço Marques (Maputo) in Mozambique, in July 1942…" The in-
formation on Kano’s internment is from Itoh, The Japanese Community in Pre-War Britain: From Integ-
ration to Disintegration.. Itoh is a grand-daughter of Kano.

196. "Kano became a confidant of, and interpreter for, one of the most influential figures in the post-war 
‘reboot’ of the Japanese economy…"  The story of Dodge’s influence on post-war Japan and of Kano’s con-
nection with Dodge is detailed in Schonberger, ‘Joseph M Dodge’.
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lowered wages), doctrinaire free-enterprise capitalism and close cooperation with 
the big-business Zaibatsu. 

In 1950, when the Korean War broke out, Kano was ‘un-purged’. He accepted ap-
pointments as chairman of the Hakodate Dock Co., a shipbuilding company, and 
president of Nippon Remington, subsidiary of Remington of USA which sold office 
equipment. 

He was among the leading national business figures who re-established Japan’s 
presence in the ICC (1949) and who pressed for the ICC Executive’s agreement to 
hold the fifteenth Congress of ICC in Tokyo in 1955. This was the largest interna-
tional conference held in Japan since the end of the war and a landmark in Japan’s 
re-emergence in international business affairs. Kano was Vice-Chairman of the Tokyo 
Congress. After, he remained actively associated with the ICC and, especially with 
the Commission on Asian and Far Eastern Affairs, of which he was Chairman.

Kano had come to popular notice in Japan in 1956 as the enthusiastic president of 
the newly-launched Japan Housing Agency, a government corporation charged with 
the supply of good-quality housing (chiefly apartment blocs) at reasonable prices to 
an accommodation-starved market. The press seemed to love his extrovert style. 
They called him "the greatest braggart since Goto Shinpei197 (Home Minister in 1923 
and architect of the reconstruction of Tokyo after the earthquake). He retired from 
the Agency in 1959 and was elected as the Liberal Democratic Party candidate for 
the office of Governor of Chiba Prefecture where his ancestors had been "Viscounts" 
a century before. He immediately announced plans for water-supply and housing 
projects and (still more revolutionary) a bi-weekly free Saturdays for prefectural em-
ployees. But he died of a heart-attack after only three months in office.

197. "The greatest braggart since Goto Shinpei…"  This part of the story of Viscount Kano  is from Oba, 
‘Japanese Businessmen in the UK’.
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Epilogue
The business leaders on both sides of the Atlantic who founded the ICC in 1919 
agreed that large US loans and investments, backed by governments, were essential 
to rebuild Europe. They believed that governments should restore markets from war-
time controls to private enterprise. Each side wanted to rebuild its own export trade 
across the Atlantic to pay for, or take advantage of, the loans. (Some on each side 
understood that this mean reciprocal imports.) They had no doubt a system of fixed 
exchange rates, backed by gold, was essential to keep markets open and govern-
ments honest. ICC’s founders believed their program would help to re-establish a 
lasting peace in Europe. If governments would support it.                                            

But while business agreed, more or less, on both ends and means to restore markets, 
governments did not. Over the next two decades, ICC’s program for liberal com-
merce made little headway. ICC helped secure a "business solution" to one pressing 
problem of international finance. Some governments took unilateral steps to cut tar-
iffs and to restore a transparent exchange policy. But most market reforms that 
needed collaboration among governments failed. 

It was a period of frustration for ICC and its allies in the Secretariat of the League of 
Nations. Its founders designed ICC as a business forum and an international business 
services provider. It could not make policy decisions or coordinate government 
policies. Its individual members were often commercial competitors. They operated 
in different political environments. They did not subscribe to the same economic 
philosophies. But ICC members reached a consensus on contemporary international 
problems that eluded governments. Further, they backed their proposals with extens-
ive research undertaken by dozens of national committees. 

At a time when few international statistical series exists, ICC offered detailed, evid-
ence-backed, recommendations. Allied bickering over the faulty peace treaty in 1919 
signalled the start of fiasco for world trade and growth. Through the boom, slump 
and recovery of the 1920s, governments used trade barriers to secure home markets. 
They repulsed import competition to save jobs and to preserve gold-backed foreign 
exchange. Their defence of their exchange positions turned a US recession late in 
the decade into a Great Depression. Although growth recovered in the mid-1930s, 
the barriers and autarchy remained. They fed a poisonous, soon belligerent, eco-
nomic nationalism. 
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The fruits of governments’ mutual incomprehension were sluggish growth and stag-
nant trade.198 Measured in 1913 dollars, the sum of world exports and imports was 
just 4 per cent higher in 1939 than it had been in 1913. Western Europe’s exports 
were smaller on the eve of World War in 1939 than they had been on the eve of the 
Great War in 1914 . The average contribution of world trade to world output shrank 
from 22 per cent in 1913 to just 9 per cent in 1939. 

Although governments' reluctance to collaborate frustrated ICC, it crushed intergov-
ernmental institutions. The League of Nations, weakened by US rejection, could not 
agree to ban trade discrimination. Governments created a Bank for International 
Settlements to service their deals on reparation payments. It had no mandate to ad-
vise on currency stability or members’ chaotic exits from the Gold Standard. Efforts 
to out-manoeuvre each other in war-debt and reparations negotiations soured allied 
relations. So much so that they had to put a management plan for German economic 
recovery in the hands of private bankers. 

The return to global conflict in 1939 shattered ICC’s vision for peace and non-dis-
crimination. Yet there is much to admire in the ICC’s beginnings. There are, too, 
some valuable legacies from the decades between the wars, that ICC Members still 
enjoy, especially its ground-breaking arbitration system, its trade infrastructure ser-
vices such as INCOTERMS and its global market standards.                                         

198 "Sluggish growth and stagnant trade…" The following data is from Maddison, The World Eco-
nomy: Historical Statistics. and Estevadeordal, Frantz, and Taylor, ‘The Rise and Fall of World 
Trade, 1870–1939’
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