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The Unpredictable Dynamo: Germany's Economy, 1870-1918 
F.G. Stapleton examines the momentous social and political consequences of Germany's spectacular economic growth.
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During the 1851 Great Exhibition in Britain, representatives from the 18 states of the German Confederation marvelled at the range and quality of manufactured goods from the 'workshop of the world'. Yet by 1900 the united German State had taken that economic mantle from Britannia. Between unification in 1871 and the outbreak of the First World War in 1914, the Kaiserreich not only caught up with Britain's economic growth rates but actually surpassed them. This economic progress enhanced the prestige of the Wilhelmine State as much as did the existence of the finest armed forces in Europe.
Nevertheless the German establishment from Bismarck to Wilhelm II always viewed industrialisation with grave suspicion. They comprehended that the corollary of mass production, a rising Gross Domestic Product and an advanced economic state infrastructure, was the fateful emergence of an organised urban proletariat that would ultimately challenge those self-same elites with their monopoly of political power. In this sense the 'unpredictable dynamo' would not only aid the process of German political unity, but would in time undermine the social fabric of the state to such an extent that the Kaiser and his ministers would look to war in 1914 to restore the 'natural' aristocratic social order. But how had the economy mutated from being a positive to a negative element in the Reich's historical cohesion? 
Early Aid to Unity 
There has been huge historigraphical argument concerning the role of economic development in the causal hierarchy of German unification. But no one denies that the impact of the Prussian dominated Zollverein from its inception in 1834 was, to the 18 states who had voluntarily restricted their sovereignty by joining it, an object lesson in the fiscal fruits available from economically fluid borders. For E.H. Carr it was much more. This was 'economic nationalism'. Straightaway member-states saw benefits as currencies were merged, trading standards equalised, provincial guild protection outlawed, internal tariff barriers abolished and unnecessary state bureaucracy cut. While the confederation had in 1820 produced 1.6 million tonnes of coal and 90,000 tonnes of pig iron, these figures had grown to 6.1 million tonnes of coal and 180,000 tonnes of pig iron by 1848. Golo Mann is right when he comments that the writing was clearly on the wall for industrial powers like Britain - but no one was then looking.
The year 1848 saw the political order challenged in Germany. Prussia was perceived to be the obvious unifier state, but the liberal intelligentsia were premature in assuming that the Hohenzollern dynasty would naturally create a constitutional democracy as the vehicle with which to accomplish political union. The status quo was temporarily reimposed from above. Nevertheless the 1850s and 1860s produced an excellent trading record, and the strength of liberalism and nationalism was thus boosted. Railways were the economic accelerator. Bismarckian manipulative diplomacy, intelligent opportunism and Prussian militarism ('blood and iron') would be the forces of unification. But the underlying economic strength of the Prussian state was vital. Denmark, Austria and France learnt to their cost the importance of exploitable infrastructural communications and modern arsenal productivity in guaranteeing success in warfare. Bismarck would do all he could to enhance the Imperial German economy and use it to consolidate Prussian hegemony over the newly merged states. 
An Industrial Colossus
If the Zollverein had shed a glimmer of light upon the economic potentiality of a united Germany, the possibilities for the German Empire in 1871 were blindingly illuminated. Bismarck had control of an economic hinterland with remarkable industrially related exploitable resources. His alliance with the National Liberals (the entrepreneurial Party) in his first decade as German Chancellor clearly indicated that even his aristocratic Junker mind focused on industrial development as a necessary prerequisite for the preservation of great power status. When he looked at Germany's underlying economic potential, it must have provided even this renowned insomniac with good cause for a few restful nights. In many ways Wilhelmine Germany had all the necessary ingredients for rapid industrial development. Firstly, she had a large population which provided both potential proletarian workforce and the greatest domestic market in Western Europe. Moreover her demographic growth beat all continental rivals. The German population stood at 40.2 million in 1880 and grew to 58.5 million by 1910 (compared with Britain's 42.1 and France's 41.5 million). Secondly, German agriculture was intensely efficient, with a large Prussian bread basket in the East to guarantee the staple dietary needs of factory workers. Thirdly, the German workforce proved itself extremely adaptable, and state education made them among the most technically flexible in Europe. Fourthly, between1871 and 1880, Bismarck and the liberal nationalists completed the course of 'primary industrialisation', with massive investment in the Gilchrist-Thomas steel-making process. Furthermore, Prussian standards in canal building, railway gauges and banking systems were imposed on the other states to make industrial co-ordinations easier. Finally, despite the financial crisis of 1873, which produced a European-wide trading slump, Germany's economy remained buoyant. Even after Bismarck returned to the Conservative political fold in 1879 and passed protective tariffs on imported agricultural and manufactured products, the growth of the economy never dropped below 2.5 per cent per annum throughout the 1880s. By 1890 Wilhelm II's Chancellors would inherit the fastest growing industrial sector in Europe.
However, what most distinguished the Kaiserreich's economy was the degree to which it successfully embraced secondary industrialisation in the last quarter of the century. Germany made herself the leading exponent of cutting-edge industrial practices producing electricity, chemical compounds and synthetic substitutes. Partly this was due to the nation's banks which invested heavily in the domestic market, in complete contrast to their British counterparts which looked for easy, short-term gain abroad. The four major banks (the Dresner, the Deutscher, the Därmstadtler and the Diskant Gesellschaft) all had entrepreneurial departments with close contacts to German industrialists. This was crucial for the promotion of new ideas and for continuing industrial expansion.
Some historians believe that this close relationship between financial speculation and entrepreneurial initiative lay at the roots of Wilhelmine Germany's pioneering of the industrial cartel. This development encouraged smaller companies to merge into large combines. The benefits were that German industry could stabilise the prices of both raw materials and manufactured goods, which in turn promoted the fixing of production costs, prevented domestic market over-saturation and inoculated against adverse foreign competition. For example, by 1910 ten Ruhr collieries produced 60 per cent of all output. The chemical industry became dominated by two cartels, F Bayer and Co. and the Hoechst Farbenwerke chain. The electrical industry similarly became divided between Siemens and the Allgemeine Elektrizitäts Gesellschaft (AEG). By 1900 Krupps and Tyssen dominated the steel industry, monopolising over 80 per cent of all output - which in turn fed their sister armaments industries' insatiable demands for fine tensile metals used in precision machinery. 
If a nation's industrial weight can be measured by the number of merchant ships available to carry her goods, then Germany had much to brag about. In 1890 her carrying capability was smaller than Spain's; yet by 1914 Berlin could boast a fleet larger than that of the USA and second only to that of Great Britain, who had been constructing hers for the past 200 years. No wonder Chancellor Caprivi had the confidence to shed Bismarckian tariffs in 1890. In the 1890s manufacturing boomed. Even Bülow's re-imposition of some import taxes in1902 (to woo Prussian wheat belt electoral support) only slowed down the pace of the gallop of this Wilhelmine economic thoroughbred. 
Yet despite all the apparent cause for Teutonic national self-congratulation, Germany did not seem to be at ease with herself in 1900. Those workers who had helped create this transformation were not seeing enough crumbs falling from the plates of the aristocracy and bourgeoisie to maintain their confidence in the social status quo. 
The Condition of the Proletariat 
The economic revolution could not have happened but for the emergence of the proletariat. Thousands of rural peasants migrated to the cities in the1870s, '80s, and '90s, to escape agricultural stagnation and rural over-population. The explosion of urban growth in the last quarter of the century provides ample proof of the rapid mutation of the Kaiserreich from a largely rural to a predominantly urban society. In 1871 35 per cent of the German populace lived in cities; by 1900 it was 47 per cent; and in 1910 it was 60 per cent. A process, which in Britain had taken over a century, impacted upon the Reich in a third of the timespan. In 1871 there were eight German towns with more than 100,000 inhabitants; by 1910 the figure stood at 48. Berlin's population doubled, while Essen and Kiel grew by multiples of six during the same period. 
But one should not assume that just because urban areas grew, the conditions within them were necessarily awful. The available statistics tell us that overall standards of living for many German workers improved. Between 1880 and 1914 unemployment rates rarely went above three per cent, and real wage indices show increases from 66 in 1871 to 96 in 1890 and finally to 125 in 1912. State sponsored improvements in health care (as reflected in compulsory immunisation against smallpox in 1874), and a proliferation of provincial diet decisions (producing wider roads, standardised sanitation and street lighting and park facilities) generally put Germany ahead of her competitors in the field of civic responsibilities to its citizens. Nor should we forget that there was no monolithic German 'proletariat'. Historians like Blackbourn and Eley have shattered this Marxist illusion, showing the infinite complexity of working-class divisions in the Reich. Yet, despite these factors, the growth of the Social Democratic Party (Sozialistische Demokratische Partei - SPD) seemed inexorable. Why was it that by 1910 this working-class party would occupy more Reichstag seats than any other political group?
Socialism 
The Socialist Party in Germany evolved slowly. In the first post unification Reichstag they gained 3.2 per cent of the vote and only two seats. In 1881 this had risen to 6.1 per cent and 12 seats. By 1890 it was 19.7 per cent and 35 seats. In 1903 31.7 per cent returned 81 elected representatives. Finally in 1910, the last prewar election, the SPD achieved 34.8 per cent and 110 seats. These statistics reflect the increasing popularity of the party with German workers. Several questions may be asked. Why did Socialism grow so slowly over the 40 years before 1914 and, given this, why was the Kaiserian establishment so obsessive about its political influence? Of course, both these questions are side-roots of the same causal plant. Bismarck and Wilhelm were fully aware of the potential threat of a large, organised, politically motivated proletariat to challenge their power. Why could they not prevent its growth?
Bismarck knew that his triumph over the Liberals' demands for accountable government in 1867 was a temporary victory. His tactics were first to attack the party with anti-socialist legislation in 1878. Although it did not ban the party (as he had desired), the Bill made its functional working within the political life of the state inordinately difficult. He also grabbed at diversionary tactics - hence his social legislation, coupled with the flirtation with imperialism, in the 1880s. The Kaiser similarly sold himself as the 'workers' Emperor', backing Chancellor Caprivi's early factory laws on anti child labour and shorter working hours. When this failed to stop the party's popularity he too shifted his gaze to foreign policy adventurism with his post-1897 Weltpolitik strategy. He also hoped that the building of the Grand Fleet and mass marketing of Tirpitz's Naval League would be enough to snuff out the unpatriotic advances of international socialism. However, the truth is that neither of these tactics worked. It is possible that the Bismarckian state-sponsored Sozialistekampf did retard the early development of the party; but even he knew by 1890 that, without a full coup d'etat and a refounding of the constitution, the march of socialism seemed unstoppable.
The factors lying behind the movement's growth are multifarious. The works of L Abrams, VL Lidtke and RJ Evans have done much to enlighten us on this conundrum. The party rejected hardline revolutionary Marxism and, after the Erfurt conference of 1892, accepted that an evolutionary socialist party, aiming to transform society through democratic compromise, provided far greater mass appeal. The labour movement in the 1880s and '90s also created what some believe to have been an alternative populist proletarian culture to Prussian deferential Hohenzollern state militarism. The SPD through the Trade Union movement, workers' colleges, May Day picnics, social events, youth groups, workers' welfare programmes and self-help savings societies, knitted together a separate German cultural identity. It even aped the state in terms of exploiting the impact of the visual ceremonial with marches, bands and flags. By the turn of the century Kaiser Wilhelm II labelled them 'men without a Fatherland' - but in fact they merely reminded him that, in terms of cultural perception, there was more than one Germany. As towns and cities grew so the class structure of the Reich became all the more apparent. J Rattallack has pointed out that the economic indices are flawed in that they do not reflect the increasingly visible gap between people with enormous wealth and those living a subsistence existence. Different social groups now lived within walking distance or a tram ride of each other. Class hatreds are always fuelled by the concentration of affluence alongside extreme poverty.
What also seems clear is that, as the last decade of the century merged with the first of the next, the precarious nature of surviving by the sale of one's labour became increasingly apparent. The inability of the Wilhelmine regime to isolate the German economy from the vagaries of international capitalist competition and downturns in consumer demands became all the more obvious. 
Finally, large sections within the German workforce were experiencing very poor conditions - multiple sharing of apartments, periodic unemployment, family dependency on female and child labour, increasing crime and urban prostitution. Perhaps a third of the workforce experienced unemployment in any one year. It appears that a third of the German proletariat had security and another third were mostly existing above subsistence levels, but often living cheek by jowl with those for whom this remained an aspiration. Localised urban poverty was a daily reminder of how vulnerable their living standards were. Thus RJ Evans's view, that the SPD saw relatively affluent members of the working class enter its ranks as a means of endeavouring to 'preserve their temporary good fortune', makes perfect motivational sense.
A Culture at War with Itself
Wilhelmine Germany has been depicted as a society which, for all of its innumerable achievements, remained a state riven by social tensions. Its class relationships were at best brittle, at worst aggressive. Whilst it is true that many European countries were experiencing class antagonisms in the decade up to the First World War, the Second Reich does seem to have undergone what some psycho-historians have referred to as a socio-cultural nervous breakdown. 
It was at this time that the Kaiser allowed the German High Command to encroach upon both foreign and domestic policy initiatives. Is it really surprising that the Kaiserian military elites began to see external aggression as not only a method of guaranteeing expansionism without but also as the perfect social panacea to engender Teutonic unity within?
Bismarck believed, to his death, that his intellectually inferior successors would ultimately destroy his geographic creation. But in fact the Wilhelmine period continued his policy of coercive isolation of the German working classes. For the Kaiser, the Reichstag was a mere 'ape house'. In short, the Kaiserian establishment had fully embraced the economic predominance and surplus wealth that German capitalism produced, and yet seriously believed that this should have no impact on power redistribution within the state. The 'urban peasant' would be controlled by social paternalism and neo-colonial jingoism - a continuation not a departure from the Bismarckian political menu. This was made easier, it is often noted, because - for all its verbal bombast - the SPD was too immature to really challenge for power up to 1914. Yet the speeches made by its members during the Daily Telegraph scandal in 1908 and the Zabern Affair in 1913 reflect a party vigorously challenging the authority of both Kaiser and High Command. Moreover, when the SPD voted overwhelmingly in favour of taxation for the military budget in August 1914, it is well to remember that for them this was a war to end absolutist monarchy in imperial Russia - a desire echoed at socialist international conferences throughout Europe. The Kaiser may have smiled as working-class Germans rallied to the colours - but both parties sought very different outcomes from victory. 
Finale
Paradoxically the experience of war would ultimately prove the Kaiserian establishment's unfitness to rule. The German economic dynamo cracked under the excessive strain of an industrialised two-front war. Its proletarian creation would be the main beneficiary of the postwar reallocation of political power, and social democracy the motivating intellect behind the Weimar constitution. 
Bismarck had disastrously attempted to create a system of government that would subvert the 'natural laws' of class evolution spawned by an advanced capitalist economy. Wilhelm found playing the role of a reactionary Cnut even more challenging. Historical reality would totally nullify their exercise in cultivating a system of political stagnation and inertia without end.
Yet if they got it wrong, so did Marx. The revolution that precipitated the fall of the Reich did not copy the Bolshevist Russian experiment. The bloody extirpation of the governing classes failed to materialise and the capitalist system would revive aided by the majority of the German working classes. Indeed it would be the workers who would turn out to be among the most enthusiastic and constructive political forces of that most bourgeois of societies, the Weimar Republic. Therefore, those, on the left or the right of the political spectrum, who tried to predict the socio-governmental impact of the emergence of Capitalism on the Second Reich appear to have been continuously undermined by that most irritating historical phenomenon - the refusal of historical change to conform to any ideological predestination.
Further Reading:
· G A Craig,Germany 1866-1944 (1978) 
· D Blackbourn, The Fontana History of Germany (1997) 
· E Feuchtwanger,Imperial Germany 1850-1918 (2001) 
· R J Evans (ed),Society and Politics in Wilhelmine Germany (1975) 
· R Gellately, The Politics of Economic Despair (1974) 
· V L Lidtke,The Alternative Culture: The Socialist Labour Movement in Imperial Germany (1985) 
· D Blackbourn & R J Evans (eds), The German Bourgeoisie (1991) 
· R Chickering, Imperial Germany and the Great War 1914-1918 (1998) 
· W O Henderson, The Rise of German Industrial Power ,1834-1914 (1975)
About the Author: 
F.G. Stapleton is Head of History at Cardinal Griffin R C Comprehensive School, Cannock.
