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Money is the god of our time, and Rothschild is his prophet.
—Heinrich Heine

The history of the House of Rothschild is of greater importance for world
history than the domestic history of the state of Saxony; and is it a
matter of indifference that that is the history of a German Jew?

—Theodor Mommsen

The great questions of the day will not be settled by speeches and
majority decisions—that was the great mistake of 1848 and 1849—but
by blood and iron.

—Otto von Bismarck in 1862

The German Empire has been built more truly on coal and iron than on
blood and iron.

—John Maynard Keynes
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INTRODUCTION

This is a book about Germans and Jews, about power and money. It is a
book focused on Bismarck and Bleichroder, Junker and Jew, statesman
and banker, collaborators for over thirty years. The setting is that of a
Germany where two worlds clashed: the new world of capitalism and an
earlier world with its ancient feudal ethos; gradually a new and
broadened elite emerged, and Bismarck’s tie with Bleichroder epitomized
that regrouping. It is the story of the founding of the new German
Empire, in whose midst a Jewish minority rose to embattled
prominence. It is a record of events and of the interests and sentiments
that shaped these events; it is a record largely told by contemporaries, in
thousands of hitherto unused letters and documents. It is also the story
of the fragility of that Empire and its ruler, of its hidden conflicts, and of
the hypocrisy which allowed a glittering facade to cover the harsh and
brutal facts below. The ambiguity of wealth—its threat to tradition and
its promise of mobility—is part of this record, and so is the anguished
ambiguity of Jewish success, so striking, so visible, so delusive. It is a
study of a society in motion, and mobility was its essence and its trauma.

Bismarck represented the old Prussia—aristocratic, agrarian,
hierarchic—but it was he who sought to combine the modern elements
of the society with the old traditions of the monarchy. In this endeavor
he needed Bleichroder. The two men personified the historic encounter
between old nobility and new presumption, between men of rank and
birth and men of wealth and aspiration. The two men and the form of
their collaboration also symbolized the anachronistic forms of Germany’s
modernization. The great themes of the nineteenth century—the impact
of capitalism, the struggle between democracy and authoritarianism,
nationalism and imperialism, the rise of Jewry and of its nemesis, the
new anti-Semitism—were reflected in their work. It is the intersection of
their lives that affords a new perspective on their era and a view of a
living society to set against the generalities and abstractions of received
opinion.



Bismarck’s work is known—or thought to be known. A monumental
hero, a brooding presence to generations of Germans, Bismarck has been
studied many times, but his relations with Bleichroder have, until
recently, been excised. Bleichroder was a household word to his
contemporaries, connoting enormous wealth, power, and mysterious
influence. But Bleichroder faded from consciousness with his death,
although his career had a decisive bearing on Bismarck’s life and on the
course of German history. Bleichroder was Bismarck’s private line to the
practical world and Bismarck was Bleichroder’s principal link to the
dignified world of Prussian politics.

Gerson Bleichroder, the chancellor’s banker, rose from obscurity to the
pinnacle of German society: often called the German Rothschild, he was
the first Prussian Jew to be ennobled without converting to Christianity.
His rise dramatized the power of money and the limits of that power; it
showed the hostility that money and mobility engendered. He built up
his position gradually, capitalizing at first on his intimate ties with the
Rothschilds; he rose ever further by virtue of his services, both
professional and personal, to Bismarck, to the state, and to the German
elite.

Bleichroder’s career mirrored the pervasiveness of capital: its influence
on policy and public opinion and its attractiveness to an elite that
seemed to forswear it. As his confidant, Bleichroder had immediate
access to Bismarck. He was in charge of the chancellor’s fortune, and he
was given, and he sought, political assignments requiring his particular
mixture of expertise and discretion. Europe knew him as Bismarck’s
secret agent, and his diverse roles give us a new view of Bismarck’s reign
and of the governing class of Germany at a time when the Reich became
the dominant power of the continent. Bleichroder’s career illuminates
those aspects of Bismarck’s rule previously slighted or ignored. It shows
that Bismarck in the public and private realm fully understood the
magnitude of money and that even in his much-vaunted and much-
studied diplomacy economic weapons as instruments of policy were
never far from his mind. He had learned his lesson early: he needed
funds to wage the first two wars of unification, funds that the parliament
he defied refused him and that Bleichroder helped to raise.

Bleichroder also served Bismarck’s entourage and the old Prussian
elite generally. To him that elite acknowledged its needs, appetites, and



ambitions. They did so covertly, as money remained the great taboo.
They appealed to his influence, which they resented. He was a
convenience and an embarrassment; he too could have sighed: “Why
should our endeavor be so loved, and the performance so loathed?”1
Bismarck was least troubled by his concern with money: he would have
understood an historian’s interest in his role as one of Germany’s largest
landholders, in his investments in politically sensitive securities, in his
reticence as a taxpayer. The record examined confirms neither the
Simon-pure naiveté that German historians ascribed to him nor the
profiteering that scandalmongers of the Empire charged him with. He
made no illicit profits but neither did he think that the intelligence
which his office brought him should be excluded from his considerations
as an investor.

The Bismarck-Bleichroder tie reflected the connectedness between
government and capital, diplomacy and finance, public and private
interests. In Bleichroder’s relations with his clients, who encompassed
the elite of Germany, there were no neat separations between public and
private realms; it was one great web of mutual interest, advantage, need.
These links were sensed by the great novelists of the nineteenth century
and brilliantly inferred in the analysis of Marx: inferred analytically, not
documented empirically. These same links, disguised, denied, or belittled
by the principal actors and by the ethos of the time, were ignored by
subsequent historians, and hence this unorthodox side of the German
past has remained largely uncharted.

In the story of Bleichroder I have been able to reconstruct some of
these links. They attest economic power, but not in the way in which
economic power has in recent years been assumed or dogmatized. One is
struck by the penetration of economic power, its ubiquitous presence,
but also by its limits and indeed by its inferiority as compared to the
power of the state. Bleichroder’s career is of course but one instance,
though an instance at the highest level of the German polity; it is an
instance complicated by his Jewishness which made the banker most
especially subservient to the unique hero-dictator. It is then in many
ways an unusual and extreme case, but the history of the Bismarck-
Bleichroder relationship suggests the primacy of politics, not economics.
Bismarck is dominant and Bleichroder is useful: at his discretion,
Bismarck accepted Bleichroder’s advice, heeded his wishes, afforded



protection. So did the German government generally. The history of
Bleichroder confirms Max Weber’s contention that “ ‘Economically
conditioned’ power is of course not identical with ‘power’ as such.”2

Bleichroder thirsted after power and profits—and after what both
were to give him: respectability and acceptance. In the new world of the
mid-nineteenth century, the symbols of success changed as well: the
palaces and temples of the time were banks, cast in stone and marble,
exuding solidity and power. Bleichroder belonged to the group of
merchant bankers who marshaled the funds for the great monuments of
nineteenth-century progress. He financed mines, railroads, and the St.
Gotthardtunnel; his charity enabled Robert Koch to apply his new
discovery of the tuberculosis bacillus to the treatment of the sick. He
floated loans to governments and he was a marginal participant in
colonial affairs. His clients and collaborators included much of the
business and political elite of Europe, and his interests embraced every
continent. Both Bismarck and Bleichroder belonged to a world governed
by notables; but that world was passing, and even in the economic realm
Bleichroder came to be overshadowed by the growth of corporate banks
and great industrial magnates, and his traditional usefulness as creditor
to states was gradually supplemented, as modern states devised their
own means of raising funds.

For all his loyalty to Bismarck and the new Reich, Bleichroder never
forgot—or was allowed to forget—his religious origins and
responsibilities. His ten-year effort to orchestrate the influence of
western Jewry so that the Great Powers would compel Rumania to grant
civic equality to its Jews records his sense of mission, his successes, and
his ultimate failure.

Bleichroder lived simultaneously in many worlds. In some, the price of
success was discretion and anonymity; in others, he needed visibility and
prominence. He cultivated an aura of ostentatious mystery. His conduct
was dictated by his function and station in society, and yet, as with most
successful men, his role and his passions coincided.

He cherished secrecy and sought recognition. He was an indefatigable
hunter after titles, distinctions, honors; instinctively he knew that money
needed respectability, and Jewish money doubly so. He was no worse
than his contemporaries, than nouveaux riches anywhere. In the hands of
plutocrats this quest for respectability often turned to dazzling vulgarity,



to the reification of tastelessness. Bleichroder’s life described this
yearning for acceptance and his social presence exemplified the anxious
snobbery that was the very stuff of bourgeois society.

Bleichroder’s career takes us from Bismarck’s chancellery to the
furthest limits of German imperial penetration in China and Mexico, and
yet at the heart of the story is Bleichroder’s Jewishness, which shaped
his life, enhanced his sufferings, divided him from his peers and
progeny. As Thorstein Veblen said of young intellectual Jews: “They are
neither a complaisant nor a contented lot, these aliens of the uneasy feet:
but that is, after all, not the point in question.”3 The ambiguity of Jewish
success was embodied in his career: by virtue of his wealth and service
he was allowed to rise to the top; by royal fiat and on parchment he was
an equal to Prussian nobles—and yet in his mature years he became the
magnet for all the malice, frustration, and resentment that festered in
German society.

His life demonstrated the fateful conjunction of anticapitalism and
anti-Semitism. There were other men of wealth in Germany, but it was
Bleichroder who became the symbol of wealth and, to many, the symbol
of the inequities of a system rent with social conflict. In 1889, in a
private memorandum to a fellow senator, Dr. Rittscher, the police chief
of Liibeck, warned against a new repressive law proposed by Bismarck,
because “it would spread dissatisfaction with existing conditions, even
within the circles of the bourgeoisie, within the liberalising philistines,
and hasten more than we would like the bloody decision, which I think
will have to come, as to who should govern: Bebel or Bleichroder,
because that is the question, property or poverty, since the time of the
Gracchi.”4

There had always been what might be called respectable anti-
Semitism, perhaps no more than a prejudice against the insinuating
presence of a money-making, money-centered clannish group, but in
Imperial Germany Bleichroder helped to bring this latent sentiment to
the fore. More: the simultaneity of his secret power and social pomp
enraged the new anti-Semites of the 1870s, who, unlike the more
circumspect, traditional anti-Semites, believed that Jewish power had
become a mortal menace to German life and who demanded that the
state should revoke or restrict the rights of Jews. In the early 1870s, a
time of unprecedented economic depression, accompanied by charges of



corruption and fraud, Germans of many persuasions insisted that Jews
were at the heart of an international conspiracy that was corroding the
German character and the European order. Bleichroder became the chief
hostage of this new anti-Semitism: even the most imaginative anti-
Semites could not have invented this figure, at once so powerful and so
vulnerable. His progeny was corrupted by what had spurred him on:
wealth and prominence. The Bleichroder story illuminates the rise,
travail, and ultimate decline of German Jewry, and the endemic quality
of many forms of anti-Semitism in German society. Legal emancipation
coincided with new economic opportunities; released from their
disabilities, Jews performed great economic feats: they were
immeasurably wuseful and they were immeasurably resented. In
Bleichroder’s time patterns were set and silences begun that lasted for a
long time.

The central theme of the book, however, is the joint work of Bismarck
and Bleichroder. The scope of their collaboration was immense; in
different ways they helped to shape the destinies of Germany at the
moment of its great upsurge of power. Their lives and careers instruct us
about the character and functioning of that new society. They were its
representative men.

For all his importance and prominence, Bleichroder has remained an
“unperson” in German historiography. Bismarck loomed in superhuman
dimension; at recent reckoning, over 7,000 works have appeared about
him. This is the first study of Bleichroder. It may be pardonable
exaggeration to say that Bleichroder is everything that has been left out
of German history.

For a long time the memory of Bleichroder was an embarrassment. He
represented so many lingering taboos—money-grubbing, influence-
peddling, Jewishness. Even in his lifetime it was his vilifiers who
magnified his role and power; the elite whom he served preserved a
decorous silence. The Bismarcks pointed the way: after thirty years of
collaboration, after countless conversations and a voluminous
correspondence, Bismarck omitted Bleichroder’s name from the first two
volumes of his memoirs. In the third volume, slated for publication only
after William II’s death, Bleichroder’s name is mentioned once, as



somebody’s emissary.

Of course, there was a vast inequality between Bismarck and
Bleichroder in life, but that inequality was greatly magnified after their
deaths. German historians lifted one man to apotheosis and consigned
the other to oblivion—and the two processes were linked. The editors of
Bismarck’s collected works published not a letter of Bismarck’s to his
banker; mention of him was rare and aseptic. The editors seem to have
been restrained in their efforts to uncover the traces of Bismarck’s tie to
Bleichroder. This process of excision persisted until 1945.

Historians—whatever their persuasion or intention—reflect the values
of the society in which they write, and German historians for the half
century after Bismarck’s death had every incentive to neglect
Bleichroder. The favorite historiographical focus in those decades was
narrowly political or intellectual; social and economic history was long a
stepchild of German scholarship. The Jewish question was hardly ever
touched by German historians.5 If Bismarck had a Jewish banker and
confidant, then it was something that belonged to his private realm,
marginal to the public figure. The will to neglect was easily satisfied: the
record of Bleichroder’s role was hard to find and hence could respectably
be overlooked.

In recent times German historians have turned to studies of social and
economic phenomena, and some of the most important and promising
work of the profession has been done in these fields. Contemporary
historians are no longer embarrassed by the presence of bankers or of
economic appetites; if anything, they would be alarmed by their
absence. But historians today have other interests, and perhaps other
taboos as well: they seek to transcend the individual, pragmatic element
in history in search of the structure of a society and of the broad,
anonymous forces that appeared within that structure, according to its
fundamental commands and strictures. They shun biography and their
fascination with the structure often dulls their concern for the spirit that
animated it; nor is the spirit of a society quantifiable. Belief in the
historic role of individuals is not in vogue today and the study of the
elite is slighted in favor of classes and causes previously neglected.

Bleichroder and his fellow bankers appear in the accounts of recent
historians as representatives of certain economic interests. As individuals
they tend to remain unpersons, or types, in a new effort to make history



a science by purging it of the intangible ephemera, of the habits,
attitudes, and moral stance that give society its particular character.

But Bleichroder would have remained an unperson for yet another
reason. Even if historians in the last eighty years had been more
hospitable to a study of him, the traces of his life had largely
disappeared. The record was scattered, buried in often inaccessible
archives. It was only after many different sources had been uncovered
and many diverse bits of evidence put together that something of the
contours of a career emerged.

So interesting has been this search after Bleichréder and his long
forgotten relationship with Bismarck that a brief account of it may be
useful. The search was triggered by the appearance in New York of the
remnants of the private archive of Gerson Bleichroder; the business
archive was taken over by the Aryan successors of the bank in the 1930s
and lost during the Second World War. This private archive contained
thousands of letters addressed to Bleichroder, covering the years from
the mid-1860s to his death in 1893, with a few documents from before
and after. The material had never before been used; the correspondence
included many letters from the Bismarck family and from Bismarck’s
secretaries. The rest came from eminent statesmen and diplomats, from
leading officials and bankers of the German Empire, from Disraeli and
Leopold II, from the Rothschilds and the Oppenheims, from the Jews of
Jassy and from William I, from friends and supplicants. They were
candid letters, destined for Bleichroder’s eyes alone. They were full of
news and fears and hopes, gossip and innuendos, hints of portentous
events: they were the authentic record of a generation of Europeans
speaking to their banker, in whose integrity, discretion, and intelligence
they put the utmost stock, and from whose benevolent interest they
expected to draw tangible and intangible benefits. (Not all letters were
important or symptomatic; perhaps only a small percentage was. But
they all had to be read, and it was the totality that illuminated the
particulars.) One voice was largely absent: that of Bleichroder himself.
The centrality of his role could be inferred, but the actual record of his
work and the imprint of his character were absent. The Bleichroder
Archive, in short, was a tantalizing, even frustrating beginning.
Bleichroder was still an unperson.

And thus the quest for Bleichroder started: In the beginning, as I make



clearer in the Acknowledgments below, the search was conducted jointly
by David S. Landes and myself. There were two principal sources: the
extensive correspondence of Bleichroder with the House of Rothschild in
Paris, covering the entire span of his career, but at its most candid in his
early personal letters to Baron James de Rothschild, who died in 1868.
They were housed in the attic of the old Rothschild Bank and most
generously put at our disposal. The second great find was various files of
Bleichroder’s letters and statements to Bismarck and the Bismarck
family, a large part of which reposed above the stables of Prince
Bismarck’s estate in Friedrichsruh.

The entire Bleichroder-Bismarck correspondence—some of it of course
also preserved in government files—consists of well over a thousand
letters, only a handful of which has ever been used. The bulk of the
letters concern routine business, though Bleichroder always mixed
ordinary reports about Bismarck’s finances with observations about the
political economy of Germany and Europe, with reports about his own
activities or intentions, and with digests of political intelligence he
received from his many sources. The correspondence touched on a
multitude of subjects, private and public. It is one of the most revealing
records of nineteenth-century German history.

It was an odd circumstance that these two richest sources remained in
their historic locations: in the rue Laffitte and at Friedrichsruh, where
Bleichroder had often visited. The Rothschilds and Bismarck: the
glittering poles of his existence.

And still, the record was inadequate; individual histories emerged, but
not a comprehensive or continuous story. I could find echoes and traces
of Bleichroder’s activities in the governmental archives of East and West
Germany; police records proved informative as well. The unpublished
reports of his friends among the French and Austrian ambassadors in
Berlin complemented the story, as did his correspondence with Disraeli,
located in Disraeli’s old home in Hughenden Manor. Even the holdings
of the Alliance Israélite in Paris shed valuable light—and if nothing else,
this may be the only book on Bismarck that has used the files of the
Alliance. There were other finds, and occasional disappointments, either
because material had been lost or access to some archive was denied.

It was a constant search after remaining traces. Each clue would
suggest new places to look, and in the end I may have overlooked some



hidden hoard. Gradually I could piece together some of the elements of
the Bismarck-Bleichroder relationship. Some aspects remain obscure, and
much evidence was lost during World War II. I have read a vast number
of letters and documents, and it is a token of my respect for the reader
that not more of these found their way into the book. I have given
preference to the unpublished over the published, and I have tried
throughout to focus on the revealing rather than the routine. And yet no
one is more aware of the incompleteness of the record than myself: so
much of Bleichroder’s role depended on confidentiality and was
conducted in conversation. We hear occasional echoes of these
conversations; if anything, it is surprising how many letters which the
senders asked to have burned survived, how many traces of the éminence
grise could be recovered.

The historian must integrate his new sources with existing literature.
In this way the sources acquire meaning and prevailing scholarly opinion
acquires necessary correction. The literature on Bismarck and on
Europe’s history is huge; to this awesome record of scholarship I owe
much, as my notes suggest; I am also aware of how much I had to omit,
which I regret.

In the end one finds that the best letters and the fullest set of
documents are partially mute. They take for granted a particular context
—shared assumptions, time-bound conventions—which the historian
must simultaneously extract from and bring to these voices. I have tried,
in G. M. Young’s phrase, to hear the past speak.

But there remained something beyond the massive scholarship,
invaluable though it was, that I could consult. There was the sense that
my subject and my sources constituted a story, inherently dramatic and
poignant: the rise of Bleichroder, his struggle to translate unimaginable
wealth into respectability, his public honors and his private
humiliations, the Germanism which he embraced and the Jewishness
which he could not evade, and the precipitous decline of his family. It is
a story of Bleichroder’s rise set against the background of the triumphant
new Germany. It is a long story, but it was a crowded scene that
surrounded this sedate banker; his life encompassed many worlds. To
recall those worlds, the facts by themselves were insufficient; I had to
infer or imagine what these facts once represented. To be faithful to that
aspect of my work, I found inspiration in the great novels of the last



century, for, as Lionel Trilling said: “The novel, then, is a perpetual quest
for reality, the field of its research being always the social world, the
material of its analysis being always manners as the indication of the
direction of a man’s soul.”6

The organization of the book reflects its character and scope: the first
part deals with the rise of the two protagonists, with Bleichroder’s help
in Bismarck’s daring policy of unifying Germany. The second part
reconstructs their joint efforts to shape the policies of this new Germany.
Their collaboration dramatizes in specific detail the concatenation of
different realms and subjects: of finance and politics, of domestic and
foreign policy, of private and public concerns, of personal ambitions and
historic currents. It touched important aspects of European diplomacy,
colonialism and imperialism. In the third part I deal with the
omnipresent element of the Bleichroder story: his Jewishness in relation
to German society, to German politics, to the Jewish community, to his
family—to his own self. He described a pinnacle of Jewish success: in
clear weather the peak stands out with grandeur; in stormy times it is
the first to attract lightning. Both perspectives are real and both are
worth pondering.

I hope the book does more than offer new facts or revise impressions.
It should convey something of the atmosphere of imperial Germany,
something of the responses of a society suddenly in the throes of a dimly
understood social transformation. It is not only the functioning of a
society that is meant to be depicted here, not only the daily do ut des, the
reciprocity of services, to use a favorite phrase of Bismarck’s. Something
of its spirit should emerge as well. There are attitudes, clusters of ideas
and prejudices, gestures that bespeak manners, silences that express
values as clearly as do sermons or patriotic speeches. The atmosphere of
imperial Germany seemed to exude a kind of sentimentalized self-
righteousness, copious hypocrisy, distressing servility, though the
personages of our story may have been so accustomed to these
characteristics as to have been unaware of them. We are perhaps more
conscious of them than were the contemporaries. It was Nietzsche who
said: “ ‘I have done that,” says my memory. ‘I cannot have done that,’
says my pride, and remains inexorable. Eventually—memory yields.””



Society screened memory and reality, and here is a record of what was
screened out and how.

There is, I fear, an inherent bias to the book: by focusing on money
and Jews, the book touches the raw nerves of German society. Perhaps
money and Jews brought out the worst in that society. Neither
Bleichroder nor Bismarck was the focus of virtue or good will and in a
few, very few instances, some of Bleichroder’s clients will appear more
in their roles as debtors and speculators than as the eminent diplomats
or public servants they also were. It is not necessarily flattering to view a
society from the top down. Bleichroder’s career exemplified some of the
deep ambiguities of German society that in many accounts are treated
rather flatly, if at all. It is a commonplace to speak of the triumph of
capitalism in the second half of the last century; but the peculiar
character of German society was shaped by the intrusion of capitalism in
some sectors and the resistance to it in others. It is not unusual to speak
of anti-Semitism in imperial Germany, but this book depicts its political
appearance in the context of the rise of the German Jews and recalls that
in the last century they managed as great a leap forward as any minority
has ever achieved in European history.

It is not an easy story to write or an edifying one to ponder. It is
overladen with the tragedy of later developments. I have tried to listen
to the society as it then was, as it revealed itself privately, candidly,
almost naively. There were ominous signs in that society, and I have so
recorded them; I believe they would be adjudged ominous even without
our hindsight that they were harbingers of disaster. We also hear the
beginnings of that great silence before evil that accompanied Germany’s
terrible decline in the first half of the twentieth century. The book may
help to explicate the catastrophes that have shaped our own historical
experience; but that was not its principal intent. Finally we must note
that a great embarrassment has covered the study of German-Jewish
relations, and it could not be otherwise. It is hard to recapture the days
when Germans and Jews shared an identity of interests and even an
identity of attitudes—for all the antagonisms that divided them.
Oftentimes German Jews have been portrayed as innocent victims of
discrimination, craven in their submission to authority. But at some time
and place there were also exemplars of success among them, no more
immune to hubris than their gentile peers.



Other societies in the grip of triumphant and embattled capitalism
betrayed similar characteristics—or so in magnificent indignation Ibsen,
Shaw, and the great novelists of an earlier time recorded. “American
traditions,” wrote Richard Hofstadter a generation ago, “show a strong
bias in favor of equalitarian democracy, but it has been a democracy in
cupidity rather than a democracy of fraternity.”8 In Germany—in part
for reasons that the book suggests—it was cupidity without democracy,
and hence without a beneficent or reformist impulse from the political
realm.

Life does not resemble what Shaw once called “a moral gymnasium,”
where the forces of good and evil are neatly arrayed. Nor is the historian
some kind of moral umpire. But there are distinctions, and the historian
must point to them. “We cannot establish by actual count that there
were more villains in real life at one time than at another, but we can
say that there was at one time better reason, more practical use, for
villainous dissembling than at another.”® This is not a book about
villains, but about a society in which individual acts of self-righteous
hypocrisy appeared so regularly as to suggest that these forms had been
lifted into a governing system. Hypocrisy lapsed into self-deception, and
the self-deception of Germans and Jews, both in their joint efforts and in
their relations to one another, had awesome consequences for the world.
Here is a record of certain strains of this society: here are the voices,
candid and unreflective, of the time but portentous nevertheless. It is the
record of men sowing the wind, not knowing that a later generation
would reap the whirlwind.



PART ONE

THE HAZARDOUS RISE 1859-
1871




CHAPTER 1

First Encounter:
Junker and Jew

To be a good philosopher, one must be dry, clear, without illusion. A banker who has
made a fortune has one character trait that is needed for making discoveries in

philosophy, that is to say, for seeing clearly into what is.

—Stendhal, as attributed by Nietzsche

In the Mark [Brandenburg], everything is a question of money because there is none

around—money sanctifies person or cause.

—Theodor Fontane, Der Stechlin

Qpposites attract—partly by complementing each other. Otto von
Bism and Gerson Bleichroder were cast in radically different molds,
originally lived in different worlds, and aspired to different stations: but
their lives intersected, and for thirty-five years they proved useful to
each other. As masters of their respective crafts, both men altered the
lives of others—one visibly and dramatically, the other invisibly but
none the less deeply. The statesman who had to circumvent the Prussian
Constitution in order to bolster a conservative monarchy needed the help
of the ingenious banker who as a Jew had to circumvent the social
hierarchy of the day in order to climb to aristocratic respectability.
Gradually collaboration turned into something akin to friendship, and it
is their extraordinary relationship that forms the core of this book.

At birth, the social distance between Bismarck and Bleichroder could
hardly have been greater. Each had to rise above his station and his



ancestral prejudices until the two men helped to create a world that
could accommodate and that gradually came to depend upon their
collaboration.

Bismarck was born in 1815, a few weeks before the Battle of Waterloo,
on the ancestral estate of Schonhausen in the old Mark Brandenburg.
The Bismarcks had lived in the Mark for centuries, long before the
Hohenzollerns came to rule it. A century before Otto’s birth, Frederick
William I of Prussia had warned his heirs against the likely
insubordination of some Junker families, and the Bismarcks, he warned,
were among “the worst.”l” The Bismarcks were not among the first
families in Prussia, as measured by their own canons of service or
wealth; but they had a heritage of pride and belonged to the rulers, not
the ruled.

Bleichroder was born of Jewish parents in Berlin in 1822—ten years
after an edict of the government had promised Prussian Jews immediate
emancipation, a promise that was fully redeemed only a half-century
later, under Bismarck’s government. The experience of centuries of
oppression, of oppression which the oppressors thought attested their
virtue as certainly as the villainy of their victims, was not to be
overcome by a half-hearted decree. The march out of the ghetto was
slow, and the attitudes that had sustained the ghetto lingered on. Gerson
was born into a social group that for centuries had been depressed and
was popularly thought to be depraved; it was also a group that was to
rise to unimaginable heights, as Gerson’s own life was to demonstrate.
Bismarck was born at the top, but of a class that all over Europe had
been rudely challenged in the preceding twenty-five years and that was
to find itself continuously threatened by the twin revolutions of the
nineteenth century—by the industrial and the egalitarian revolutions—
and that would have declined more precipitously and more openly if
Bismarck had not saved it, often against its own wishes. In later years,
Bismarck raised Bleichroder into the ranks of the Prussian nobility, and
Bleichroder helped Bismarck to become a wealthy man in an
increasingly materialistic age. To neither man did success come easily.

Gerson may have had an easier time of youth and early manhood than
his more famous contemporary. Gerson’s life was circumscribed by
certainties: by the commands of his faith, which enjoined the strictest
filial devotion, by the necessity of hard work in a competitive and



largely hostile world, by the limited aspirations that stretched out before
him. In older, traditional societies, one’s reach into the future was
usually determined by one’s reach into the past: instant mobility was the
exception—which was why Napoleon’s crowning of himself as emperor
became the great symbolic legend of the nineteenth century. Few Jews
had ancestors they knew anything about: one knew about one’s
grandparents and one knew about the common descent from Adam and
Abraham; the interval was marked by the obscurity of the Diaspora.

Like many Jewish names in German-speaking territory, the name of
Bleichroder probably derived from a town’s name, Bleicherode in the
Harz, in the Prussian province of Saxony. The town is some miles east of
Gottingen; in today’s political geography, it is just inside the border of
East Germany. When and whence the Bleichroders first came to the Harz
is unknown; until the eighteenth century, most Jews had no family
name. They were known as their father’s sons. We have only a few traces
of the family before Gerson’s father’s time. The first Bleichroder to
appear in the records of the state was Gerson’s grandfather, Gerson
Jacob, born in the 1740s, who as a young man went to Berlin, having
received the right of residence because the Jewish community needed
him as a gravedigger. He tried his hand at other enterprises but failed at
all of them. His one success—and an important one—was his marriage to
Suse Aaron, the daughter of a Berlin Schutzjude (protected Jew). To
appreciate the importance of this leap requires a brief look at the
infinitely complicated picture of preemancipation Jewry.2

In those days, a closed, hierarchical Christian society regarded Jews as
a religious and social excrescence; state action corresponded to general
sentiment. The mass of Jews lived on the margins of that society, in their
own communities, speaking their own dialect, wearing their own garb,
eating their own food—and suffering their own disabilities. Thus kept in
their place, they were sanctioned to perform only those services that
gentiles shunned or did less well. Hence the bulk of Jewry engaged in
moneylending and in a variety of peddling, of endless buying and selling
—and always in an atmosphere of suspicion between seller and buyer,
Jew and gentile. The Christians reproached the Jews for their exclusive
concern with matters of money, and Moses Mendelssohn, himself an
eminent philosopher, exclaimed in exasperation: “They bind our hands
and then complain that we do not make use of them.” Both sides



recognized the deep gulf that lay between them. “The outside world,” as
one recent historian has put it, “did not overly occupy the Jewish
mind.”3

A few Jews rose above the lowly mass. For particular usefulness to the
state, they were granted the status of protected Jews, exempted by the
state from many, though not all, of the disabilities it had imposed on the
rest of Jewry. Protected Jews paid fewer dues and enjoyed greater
mobility. A handful of Jews rose still higher; their special services,
usually as bankers and lenders to dynasts, earned them the place of
Hofjude—court Jew. Gerson Jacob married the daughter of a protected
Jew; his grandson, Gerson, was often seen as the last of the court Jews.4

Of Gerson Jacob’s four children, it was Samuel who made the most of
his maternal connections. In 1803 he opened a Wechselstube, or
exchange office, on the Rosenthaler Strasse, a rather remote corner of
Berlin. As an entrep6t between West and East, Berlin was always flooded
with diverse currencies; within the old Holy Roman Empire a host of
currencies circulated, and the French occupation of Berlin that began in
1806 brought an even greater need for exchange facilities. Samuel
Bleichroder’s shop also functioned as a Lotterie-Geschift, that is, as an
agency for the sale and redemption of lottery tickets. The state ran
lotteries as the main device for raising funds for its honorable charges,
such as army widows and disabled soldiers. Gradually Samuel expanded
his business and like many Jewish jobbers of the time began to give
himself the more grandiloquent title of banker. By the time Gerson was
born, his father had become a fledgling merchant-banker; by the late
1820s, he had established the first connections with the Rothschilds—
connections that were destined to lift Samuel, and later Gerson, far
above the rank of most other Berlin bankers. A generation later, it was
the Rothschilds who brought Bleichroder and Bismarck together.

The Rothschilds have been a legend since Waterloo or since the old
Meyer Amschel died in 1812, leaving a vast fortune and five able sons to
multiply it. Meyer Amschel had been a dealer in coins, medals, and
antiques in the Judengasse of Frankfurt; during the revolutionary
upheavals, he saved the fortune of Prince William of Hesse. His sons
founded a dynasty of international bankers; they established their courts
in Vienna, Paris, London, and Naples, leaving the oldest to maintain the
ancestral house in Frankfurt. The Rothschilds institutionalized



international banking, and under their aegis European capital became
fully mobile. Their own wealth surpassed that of all rivals, and with it
they could mobilize additional funds as well. As they were ensconced in
their five cities, speaking all foreign tongues with the same Yiddish
accent, they clung together, invested in one another’s business, and
intermarried with one another’s family. Theirs was a commercial
equivalent of the Napoleonic dynasty, which had also started with an
upstart from the margins of society and had also relied on fraternal
loyalty to rule an empire. The commercial variant was no doubt less
glorious than the Napoleonic Empire; it was also less bloody and more
enduring. Throughout the nineteenth century it was the model of fabled
wealth and luxury, of elegance and power. The Rothschilds described the
pinnacle of plutocracy, and they were aped, envied, and detested.” The
Rothschild dynasty still flourishes in Paris and London, and although
their power has shrunk, their operations still encompass the world, their
history still captures the imagination of the multitudes.*

The exact date of Samuel’s first connection with the Rothschilds is
buried in obscurity; according to one source, it was 1828, when Anselm
von Rothschild (the son of Baron Solomon of Vienna) visited Berlin and
added Bleichroder to the short list of acceptable agents for Rothschild
interests.5> From Bleichroder’s letters to the Paris and London Rothschilds
we know that by the early 1830s Samuel received regular commissions
from the Rothschilds, gradually pushing aside earlier and more
venerable correspondents, like the Mendelssohns.

This is not the place for an analysis of Samuel’s relations with the four
Houses of Rothschild (Naples hardly figured in Berlin).8 In the 1830s the
Berlin market came to life, and Samuel bought and sold securities for the
Rothschilds. Their orders usually specified that he should buy below the
market price and sell above it—a feat that the Rothschilds chose to
regard as routine. He also was their agent in executing regular arbitrage
operations between Paris or London and Berlin. Arbitrage—the buying
and selling of securities or moneys on more than one market in order to
take advantage of price differences—depends on an exact knowledge of
the market and perfect timing: the smallest change in price means the
difference between profit and loss. The Rothschilds were the best-
informed men of Europe; they collected intelligence faster than did their
governments. To do so required minute attention to the collecting and



dispatching of news. One had to know the right people everywhere, and,
in the days before rapid communications, one had to devise one’s own
system of couriers and carrier pigeons to speed news from place to place.
Accordingly, Samuel in the 1830s often pleaded with the Rothschilds to
include him in their network of rapid news; he complained that their
letters from Paris took six days, whereas by a different routing it could
be done in five. The Rothschilds only gradually came to appreciate the
importance of the Berlin market.

Samuel tried his best to solicit their interest, especially in German
railroad issues, which in the late 1830s and early 1840s triggered the
first boom on the Berlin market—followed, inevitably, by the first bust.6
Nor did Samuel forget to remind the Rothschilds of his own growing
importance: in September 1838 a clerk signed a letter for him, with the
explanation that Bleichroder had felt “constrained to accept” an
invitation to take part in the opening of the Berlin-Potsdam railroad. On
the next day, Samuel himself reported that the two-mile trip from
Potsdam to Zehlendorf had been less rapid than expected: it had taken
thirty minutes one way and twenty-six the other. Still, Samuel was
enthusiastic, and no doubt honored to have been invited to the opening
of the first railroad in the Prussian kingdom. He encouraged the
Rothschilds to buy shares of the Potsdam-Berlin railroad; a few months
later, he was trying to liquidate their holdings because his happy
expectations had been disappointed. Instead of the anticipated
dividends, the company faced additional expenses. Undaunted, Samuel
sought to entice Rothschild funds into other German railroads—a fact
that earned him a prominent place on one or two boards of directors.”
The Bleichroder-Rothschild correspondence illuminates one other aspect
of those early days of stock market operations: the modesty of profit
expectations. Samuel correctly assumed that the Rothschilds would be
interested in operations that promised a profit of 1 percent in a short
time, or of 3 to 4 percent over a period of some months. The motto of
the day was closer to the Chinese proverb that a journey of a thousand
miles begins with a single step than to the American hope of getting rich
quick. The Rothschilds (and their agent, Samuel) did not like to miss a
single step.

Even this early record from the 1830s and 1840s makes it clear that
the Rothschilds in all their branches were an insufferably haughty



dynasty; they knew that their custom was a priceless gift to a struggling
banker in Berlin. Samuel had to beg for every favor and participation; he
had to offer every advantage. Worse, Baron James of Paris—who, after
the death of Nathan Meyer in London in 1836, had become the
dominant Rothschild—occasionally accused Samuel of neglect of
Rothschild interests, with the invariable, implicit threat that the
Rothschilds could find other agents in Berlin. Samuel assured him that
he worked only for the Rothschild Houses (unlike other Berlin houses)
and that hence, even for selfish reasons, he was totally devoted to their
interests. When the Berlin market suffered a severe setback in 1840,
Samuel offered to sacrifice a part of his commission in order to execute
James’s orders. Three years later, after another tongue-lashing, Samuel
protested that he had not only spent many a sleepless night pondering
Rothschild’s wishes, but that he had given up his own commission and
some of his own money in order to please Rothschild.8

The few surviving pieces of Samuel’s correspondence with the
Rothschilds indicate the other services that he rendered them. As early
as 1831, he sent them news of political developments—explaining, when
appropriate, their bearing on the market. He reported on the king of
Holland’s anticipated response to the Five Powers’ decision concerning
the new state of Belgium; he informed the Rothschilds on the Russian
treatment of the Polish rebellion of 1831. He reported on the ravages of
the cholera, and in 1848 he supplied the Frankfurt House with news
about the Berlin revolution. After giving a very precise recital of Berlin’s
revolutionary journée, he reassured them that the securities and the gold
which he had purchased for them were safe: “The esteemed gentlemen
need have no fears because there is no reason to be concerned for private
property.” It was a shrewd as well as an illuminating remark to make:
the fate of private property was central to the revolution and to the
Rothschilds.

The correspondence reveals yet another tie between Samuel and the
Rothschilds: their unashamed Jewishness. The very first letter of Samuel
to the London House ended with a postscript in Hebrew letters; the
language of letter and postscript was German, but this was German as
Samuel Bleichroder spoke it—with a heavy Yiddish accent. From time to
time, Samuel—and Gerson after him—would resort to the same method
which simultaneously assured the confidentiality of the message (censors



were thought to be primitive in those days) and reiterated the special
kinship between the correspondents.l0 Samuel took it for granted that
the Rothschilds were particularly interested in all matters pertaining to
Jewry; thus in July 1840 he reported to the Paris House that the new
Prussian king, Frederick William IV, had graciously received the
Executive Board of the Jewish Community in Berlin, had listened to a
“very beautiful speech” by the spokesman of the group, and had then
replied in roughly these words: “I take pleasure in recognizing that you
count among my best citizens, and I shall never forget how patriotically
the Jews, particularly the Berlin Jews, felt.—I am not out of some dark
age and you will always find with me the just recognition of your
deserts.”l1 There was often a kind of unarticulated rivalry among Jews
of different nationalities, as if they were saying to each other: our
gentiles are at least as good as yours.

Other services followed as a matter of course. The Rothschilds
expected Samuel to scurry around for objets d’art that might suit the
Rothschilds’ taste and purse. Nor did Baron James object when Samuel
begged him to accept “graciously, a small cask of the freshest caviar,”
which he was dispatching via his son-in-law B. Wolff.12 The Rothschilds
liked the better things in life—the more so if they were free or
economical.

The Rothschilds were the making of Samuel; he knew it, and he was
never allowed to forget it. To be the Rothschild agent or correspondent
in Berlin was not only a challenge to Samuel’s ingenuity and a promise
of ever greater profits and kudos to himself; it was also, to some extent,
a recognition of Samuel’s past achievements and character. He was
known for his rectitude and intelligence.!13 Like all exacting dynasts, the
Rothschilds wanted subordinates who were slavishly loyal and yet
smartly enterprising. Deference alone was not enough; deeds had to
match words, and Samuel came to be adept at both. He tried his hand at
elegant phrases, as when he introduced his seventeen-year-old son,
Gerson, to Baron Anselm Solomon of Vienna, who happened to be in
Paris:

... May I once and for all be permitted to be able to put before you, in all brevity, my
deepest, most heartfelt thanks for the kindnesses I have enjoyed through your goodness,

for it is you, most honorable Herr Baron, who picked me up out of the dust: you, most



noble one, have put me in the position of being able to nurture a large family.

As long as I live, therefore, your picture will live in my heart, and my last breath of life

will be devoted to you, my benefactor.

May you then have the goodness now to carry over your favor and benevolence to my

son....14

In the private banking world of those days, personal ties were of the
greatest importance. Common ventures depended on mutual trust, and
that trust had to be established by direct personal knowledge.

Gerson entered his father’s business in 1839. We know little of his
early years in the firm. He worked diligently, and in 1843 he was given
the power to sign for the firm (Prokura); Samuel assured Baron James in
Paris that this was done because of Gerson’s “fair-mindedness and his
efforts and devotion on behalf of your esteemed interest.”15 In 1847 he
became a partner, and in 1855, when Samuel died, Gerson became the
head of the firm. His younger brother, Julius, also worked in the bank;
by 1860 he relinquished his role in the family business and founded his
own bank. For a few years, the brothers were silent partners in each
other’s bank, but by 1870 that link ceased.

On the whole it was an auspicious time for Gerson to begin his own
career. At midcentury, the Prussian economy enjoyed its first modern
boom, triggered by railroads, the metallurgical industry, and the
growing availability of capital. In the 1850s German industry developed
at an unprecedented pace: “the decade saw the decisive breakthrough of
modern capitalistic enterprise in Germany.”16 A new form of economic
organization, the joint-stock corporation, became the favorite vehicle for
growth. In the 1850s joint-stock banks made their first appearance and
eventually were to surpass the power of even the greatest of private
bankers. For a long time, however, the joint-stock and private banks
cooperated. By coincidence, Gerson’s lifelong associate, friend, and
sometime rival, Adolph Hansemann, entered his father’s business, the
joint-stock Disconto-Gesellschaft, in 1856, a year after Gerson’s
independent career began.

Gerson helped to finance the great expansion of the 1850s, and he
profited from the ensuing boom. His most important asset was still his
tie with the Rothschilds, which he cultivated even more diligently than
his father had. But he also gradually established himself as a powerful



figure in his own right. He formed syndicates with other banks to
establish new investment companies, and in the same fashion he entered
the metallurgical industry and promoted several railroad lines, including
the Thuringian Railroad. He was named official banker of the Cologne-
Minden and the Rhenish Railroads. In 1859 the Prussian prince regent
(later William I) invited him to the opening of the famous railroad
bridge across the Rhine at Cologne—which Gerson had helped to
finance.l7

More and more frequently, he collaborated with the Cologne House of
Sal. Oppenheim Jr. and Company, run by the exceptionally enterprising
brothers Abraham and Simon Oppenheim.|l In 1853, against the wishes
of the Prussian government and the Frankfurt Rothschilds, the
Oppenheims together with the brilliant entrepreneur Gustav Mevissen,
and with the help of French capital, had taken a leading part in the
founding of one of the first joint-stock banks, the so-called Darmstadter
Bank; two years later, Abraham Oppenheim urged Gerson to join the
Darmstddter in founding another bank, which perhaps could be run by
Julius Bleichroder. Oppenheim added: “In any case, this suggestion will
prove to you that I have unlimited confidence in your person and your
capacity, and I have no doubt that my colleague thinks as I do on this
matter....” Gerson declined the flattering invitation, but the Oppenheims
continued to express to Gerson their esteem for “your intelligence, your
insight, and your method of dealing with things.”18 In 1859, during the
Franco-Austrian war, Gerson became a co-founder with the Hansemanns
of the so-called Prussian Consortium, a syndicate of banks organized to
raise 30 million taler for the financing of the Prussian mobilization. The
government, in turn, was beginning to recognize Bleichroder’s
importance.19

Men’s external careers are usually better documented than their
internal growth. Perhaps this is peculiarly true of businessmen; indeed
there has always been a presumption that they have no life of the
sentiments. Would any of Thomas Buddenbrook’s friends, for example,
have suspected the seething anguish beneath his sober imperturbability?
We know little of Gerson’s inner life; a few letters survive, a few
nostalgic recollections from the 1880s, prompted by widowhood and the
loneliness of old age. Who would have saved whatever intimate letters
young Gerson might have written? We know that after a careful



inspection of eligible young ladies and in accordance with the wishes of
his father, he decided to marry a banker’s daughter, Emma Guttentag,
from Breslau, a city with a large and distinguished Jewish community,
with which Samuel had many contacts. If Gerson suffered even the
faintest stirrings of Sturm und Drang, of a desire not to become a
respectable Biedermeier and to strike out along new paths, the ethos of
his people and of his time would not have encouraged him to indulge
such feelings. Work was thought to cure all; Tolstoi’s Levin once said, “I
want to enrich medicine with a new word: ‘Arbeitskur.’ 720 Gerson
immersed himself in work, at the expense of almost everything else,
perhaps even of his health. Bismarck, as we will see, had the leisure and
the pain to try to find himself; Gerson was early cosseted by duty, and
his reward was his success.

But one realm of fragility Gerson could not avoid: his Jewishness
made him permanently vulnerable. Indeed, the greater his triumphs, the
greater the uncertainties and the attacks. He sought and was sought by
the gentile world; the more he entered it, the more he was made to
realize that he lacked the traditions and qualities that that society held
in the highest esteem. His Jewishness defined his life—far more than
Bismarck’s Junkertum served to define his. Hence Gerson’s biography will
be treated below in the context of the German-Jewish relationship, of
what I have called the anguish of assimilation.

Bismarck’s youth was more tempestuous. He had thrown himself
headlong into life, impatient of restraint, disdainful of his class and its
ideals, bemused by his fellow men. He was born to what Bleichroder
could never attain: an aristocratic heritage, an immediate and
unquestioned opening to the highest levels of society. The Jewish
bourgeois was far more impressed by these advantages than Bismarck,
whose ambition soared beyond his birth. Of a romantic temper, steeped
in Shakespeare and Byron, with a fierce ironic wit, he thirsted for some
noble purpose or heroic life and, while waiting, squandered his time on
boorish dissipation. “My ambition strives more to command than to
obey,” he wrote his father in 1838, and this ambition and his will to
power made him loathe and abandon his career in the Prussian
bureaucracy.2! He discarded religious sanctions as well and abandoned



the nightly prayers which had been his habit since childhood. The death
of a young woman he adored—the wife of his best friend—and his own
subsequent marriage in 1847 to Johanna von Puttkamer sobered him
down. In the same year, Prussia’s political life emerged from the
doldrums, and Bismarck entered the arena with relish—and exceptional
connections.

He had tried the life of a country squire—and found it insufferably
dull. Still, throughout his life, in moments of exasperation or despair, he
dreamed of the pleasures of the bucolic life, of retiring to Schonhausen,
the ancestral estate. His attachment to Schonhausen—and later to Varzin
and Friedrichsruh—was genuine and unflagging. He loved nature; he
loved being the master of his own land, the lord of some peasants; he
loved the independence and community of that kind of life. But the
management of estates was a tedious task, and the return often meager
enough. “Experience has led me away from the delusion about the
Arcadian happiness of a landowner incarnate, with double-entry
bookkeeping and chemical studies,” he wrote in 1847.22 At times
Bismarck affected magnificent indifference to money and would with
obvious pride apologize for his spendthrift and irresponsible habits. But
those were moments of exuberance, which after his marriage became
less and less frequent. Mostly, he had a keen appreciation of money, as
did his fellow landowners. Even as a young man he thought he needed
“a large fortune in order to enjoy state service so that I can appear at
will with the brilliance I consider decent but also so that I can easily
renounce all advantages of office as soon as my official functions prove
incompatible with my convictions or my taste.”23

After his entry into public service his need for funds increased, and his
time to manage them diminished. His earlier disdain for money matters
disappeared, and the accompanying antibusiness and anti-Semitic
sentiments declined as well. Jews and money-grubbing had appeared as
one to him, and he once apologized for his “Jewish accounting nature
[Berechnungswesen]” to his friend Hermann Wagener, from whom he
sought to collect some debts.24 His letters from the 1830s and 1840s
attest his easily aroused prejudices; but he had no particular ideology
about the Jews, and his intervention against them at the United Diet in
1847 was merely a defense of the status quo. Jews, he thought, should
play no role in the public administration of a Christian state. For the



rest, he did not like them, and he rather relished not liking them. It was
one more way of being antiliberal, of being provocatively candid.

In 1848 Bismarck’s world came close to collapse. There had been
isolated tremors of revolution before; Restoration Europe had been
haunted by the specter of Jacobinism resurgent. In 1848 the
revolutionary forces triumphed everywhere: in Milan, in Paris, in
Vienna, and even in Berlin. In Prussia, as in the other German states, the
demands were twofold: unity and freedom, and the hope was that
somehow the two could be achieved simultaneously and by peaceful,
deliberative means. On all specific questions—the role of Austria and her
non-German possessions, for example, or the nature of the suffrage—
there was uncertainty and division: only the ideal of a single, united,
liberal-constitutional Germany shone forth as a beacon to action. To
Bismarck, this ideal, with its liberal and anti-Prussian intentions, became
anathema, as was the road of revolution to attain it.

In Bismarck’s memoirs, admittedly his own variety of poetry and
truth, the Revolution of 1848 is accorded the principal place in his
political development. It was a searing experience for him, and he
remembered it as such. If anything, historians, concerned with
correcting the flamboyant exaggerations of his account, have slighted
the psychological impact of the upheaval on him. The Revolution gave
Bismarck (like Marx) a new élan and a new direction. The death of a
woman he loved brought a new religious commitment to his life; the
near-death of his monarchy left him with a new political resolve. The
first had taught him the powerlessness of all men; the second the frailty
of most men. Both together gave him a stronger sense of his own duty
and destiny.25

Revolutions test men’s fortitude and vision; they create a vacuum of
power, where unimagined alternatives fleetingly appear realizable. They
break the mold that contains the fears and aspirations of a people. They
dramatize politics; they make visible the link between the public realm
and the ordinary lives of subjects and citizens. Revolutions reward the
unconventional. Whatever foolishness Bismarck may have committed on
the way, his first impulse in 1848 was to rush to Berlin, to insinuate
himself into the presence of the king, to assert his will, and speak his
mind—all this in defiance of the usual courtesies and restraints, in order
to inculcate firmness in the king. He was going to save the monarchy



from the mob, and from itself.

This is not the place to analyze the Revolution or Bismarck’s thoughts
and actions during it. He was appalled by the facile defiance of the
public order, by the physical and symbolic violations of that order. What
embittered him most was the instant retreat of the authorities; in his first
parliamentary speech, two weeks after the Revolution, he said: “The past
is buried; and it is a matter of more poignant grief to me than to many of
you that no human power can raise it up again, since the Crown itself
has thrown the earth upon its coffin.”26 At the very least he refused to
do what so many of the king’s men did: to celebrate what they called a
new union between the monarch and his people. What he remembered
in his memoirs was his threat to kill a vacillating fellow landowner, his
utter contempt for a frightened minister like Ernst von Bodelschwingh,
his injunction to his monarch that a king must be able to sleep. He
probably embellished his own importance and steadfastness; perhaps he,
too, vacillated between impractical schemes of counterrevolution and
crying fits, such as put an end to his speech to parliament. But it would
be hard to deny that Bismarck emerged from the Revolution of 1848
infinitely strengthened, with a clearer sense of himself and a greater
contempt for others. (What audacity to write to his pietistic mother-in-
law, who had expressed concern for some Hungarian revolutionaries
who had been executed: “In you, my dearest Ma [Mutschchen], still
spook Rousseauistic educational principles which brought Louis XVI to
the point where out of disinclination to bring about in legal ways the
death of one individual he became responsible for the disappearance of
millions.... The soft compassion with the body of the criminal carries the
greatest blood guilt of the last sixty years.”)27 Bismarck had felt no
compassion. He had discovered his own sangfroid. And he now felt—and
expressed—that loathing of parliaments and parliamentarians that
became a characteristic of his later life. He sensed in his ebullience in
crisis that at the right moment and in the right place, the drama of
politics would afford him supreme moments of total engagement, of
feeling alive. But he also understood that the defeat of the Revolution
had been a respite, that the battle for Prussia’s survival as a conservative
monarchy would have to be fought again and won by different, by more
daring means.2

The Revolution fed Bismarck’s ambition and formed his political



realism. He had attacked the king for his pusillanimity in face of the
barricades. He had nothing but contempt for the Frankfurt Assembly. He
astounded both right and left when in December 1850 he defended the
king for bowing before the military might of Austria and Russia and thus
abandoning his own scheme of German unification. He did not feel what
others called “the humiliation of Olmiitz”: “According to my conviction,
Prussian honor does not consist in Prussia’s playing the Don Quixote all
over Germany for the benefit of mortified celebrities from parliament....
I look for Prussian honor in Prussia’s abstinence before all things from
every shameful union with democracy....”28 The king had few defenders
in those days.

In 1851 Frederick William IV appointed Bismarck Prussia’s delegate to
the German Confederation at Frankfurt. Bismarck had become
accustomed to public life, but in the early months of his new assignment
he was still afraid of his own restlessness. He wrote his wife Johanna:
“You are my anchor at the good side of the river bank; if it snaps, then
may the Lord have mercy on my soul.” That anchor held—though in the
same year he confided to his close friend Hans von Kleist Retzow that
“the chief weapon with which evil assaults me is not the desire for
external glory, but a brutal sensuality.... Whenever I am alone and
unoccupied I have to struggle against visions of an abyss that come from
a depraved fantasy....”29

During his seven years in Frankfurt, he grew more serious and no
longer cultivated his eccentricities of spirit. In that patrician town, with
its rich traditions, its historic wealth, and its cosmopolitan atmosphere,
he settled down to sustained responsibility, and the mask of the
Pomeranian squire dropped away. He was now playing before a larger
audience—and for higher stakes.

Within a few weeks of his arrival in Frankfurt, Bismarck was
entertained by the famous Amschel Meyer Rothschild, almost eighty, and
the eldest of the five brothers. To his wife Bismarck mocked Rothschild’s
accent and the Jewish construction of German sentences, but he was
pleased to have been invited and was impressed by Rothschild, “a real
old Jew haggler [Schacherjude],” and by “the tons of silver, by the
golden spoons and forks.” And still he saw in him “a poor man in his
palace, childless, a widower, cheated by his people and badly treated by
his elegant frenchified and anglicized nephews and nieces, who inherit



his treasures, without gratitude and without love.”30 Rothschild’s
orthodox Judaism pleased him, as a sign that he was genuine, unwilling
to pretend to be anything but what he was. Bismarck warned his wife
nevertheless: “Don’t be afraid of this city’s men of eminence; according
to wealth, Rothschild is the most eminent, and take from all of them
their money and their salaries, and then one would see how barely
eminent each one is intrinsically; money doesn’t do it, and for the rest—
may the Lord keep me humble, but here the temptation to be satisfied
with oneself is great.”31 Humility toward his fellow men was never one
of Bismarck’s traits; but neither did his restlessness allow him any but
the most fleeting moments of self-satisfaction. He thought himself
humble before God and the judgment of history. But even in his relations
to God, it was he who defined the terms: he spurned the mediation of
church and minister. And yet throughout his life and despite all manner
of excesses in his anxious aggressions against his own health or against
his domestic enemies, he retained a measure of moderation, and a clear
sense of responsibility in matters of statecraft, especially in questions of
war and peace.

The Confederation, headed by Austria, provided neither Prussia nor its
envoy with the power and prestige that Bismarck thought was their due;
he bridled at Austrian pretensions and overreacted to every slight,
intended or unintended. But as a diplomat he was in a subordinate
position, and his Berlin superiors would not heed his pleas for a more
assertive policy. His political anger may have colored his personal views
about Frankfurt life; he found it all “horribly boring,” and he thought
diplomacy an appalling piece of charlatanry.32 Frustrated, he continually
annoyed and challenged his Austrian colleague, he ridiculed the envoys
of the smaller states (“even with only their shirts on, they don’t lose the
sense of being ambassadors to the Confederation”), and he complained
about the loose morals of the more worldly ladies of Frankfurt.33
Bismarck had always been attracted to power and intelligence, and there
was none of the former and very little of the latter at the Confederation
or indeed anywhere in official Frankfurt. Amschel Meyer and his
adopted son, Carl Meyer, had both, and unsurpassed wealth and
international connections to boot. No wonder he found them worthy
objects of his attention. And no wonder they sought to cultivate
Bismarck; throughout their history, the Rothschilds have prided



themselves on picking winners before they had been recognized as such.
They had already picked Disraeli (and Heine); in time, they would
discover Winston Churchill.

But after a few months of cordiality, Bismarck had a violent quarrel
with the Rothschilds in their capacity as the official bankers of the
Confederation. The Rothschilds had always been closest to the Austrian
government, which had been the first to bestow honors and benefits
upon their house. In 1852, on a relatively minor matter, Austria and
Prussia clashed at the Confederation, and the Rothschilds were caught in
the middle. The Confederation urgently needed funds to pay the crew of
the tiny German fleet—that ghostly reminder of the liberal hopes of
1848. Ignoring Prussian opposition, Austria, on behalf of the
Confederation, asked the Rothschilds for an immediate loan of 60,000
gulden. Reluctantly, old Amschel Meyer obliged—and Bismarck’s
instantaneous wrath descended on him. In the ensuing recriminations
between Bismarck and the Austrian envoy, the latter repeatedly accused
Prussia “of taking refuge in the most ignominious and disgraceful of all
means—lodging a protest against the Confederation with the Jew.”
Bismarck countered at once that it was not Prussia’s fault if “the
Confederation had been dragged through the mud by negotiations with
the Jew,” but Austria’s for applying to a Jew for unconstitutional help. It
is instructive to note how quickly both Prussia and Austria demoted the
respectable Rothschilds to the status of “Jews”: obviously close contacts
with Jews remained potentially debasing.

Bismarck’s anger persisted; he suspected the Rothschilds of being more
frightened of Austria than of Prussia. He dismissed their entreaties and
refused their invitations; he appealed to the Prussian prime minister,
Otto von Manteuffel, to appoint the gentile rivals of the Rothschilds, the
House of Bethmann, as Prussia’s court bankers. The Prussian Treasury
was more circumspect than Bismarck; they balked at offending the
Rothschilds, who had been helpful with loans in the past.34 After a few
months the Austrian ambassador left Frankfurt, and Bismarck thought
himself the victor. Quickly reversing his policy toward the Rothschilds,
he now wooed them. He regretted their special ties to the indigent
Hapsburgs, he realized that Austrian efforts on behalf of Frankfurt Jewry
had helped to cement this relation. At the next opportunity, he had
Prussia appear as the champion of these Jews, and he repeatedly



counseled his government to press the Rothschilds, “this most powerful
money power” in South Germany, into Prussian service—much to the
annoyance of Karl von Bodelschwingh, Prussia’s finance minister, who
disliked them.35

In 1853 Bismarck endorsed the government’s suggestion that the
Frankfurt Rothschilds be appointed Prussian court bankers. More than
that, he urged that Baron Meyer Carl be given the Prussian Red Eagle,
third class. “I have often had occasion to convince myself,” he wrote
Manteuffel, “that the heads of this financial power would value a
distinction conferred upon them by Prussia, since they are not merely
very receptive to personal honors but they also regard official marks of
the good will of governments, especially of those governments whose
financial house is in order, as an important support of their credit.” The
Rothschilds received the coveted title and Baron Meyer Carl the Red
Eagle—but in a form especially designed for Jews. The traditional base
of the eagle was a cross; for the Rothschilds (and subsequent Jewish
recipients), the heraldic office designed an oval base. Bismarck warned
against discriminatory decorations because “all more or less
emancipated Jews, and the Rothschilds are such with the exception of
the very aged Amschel, will lose all inclination to adorn themselves with
a decoration that will have become a stamp of Judaism.”36 Meyer Carl
responded just as Bismarck had foreseen: he refused to wear the Jewish
eagle. The personal relations between Bismarck and Carl Meyer,
however, remained cordial and unclouded.

In 1858 Prussia’s prince regent (later William I) appointed Bismarck
ambassador to St. Petersburg. Dissatisfied though he had been in
Frankfurt, Bismarck was irked that the regent was putting him on ice up
north, while replacing him at Frankfurt with an incompetent successor,
Count Usedom.37 Before he left Frankfurt in March 1859, he asked Baron
Meyer Carl for a reliable banker in Berlin. According to legend, he
specified that it had to be a Jewish banker. Perhaps Bismarck did say
that, knowing that it was unlikely that a Rothschild would recommend
anyone else and knowing also that in the field of banking, the Jews of
Berlin had established themselves in the leading place. Moreover, a
Junker often boasted of a Jewish banker. Perhaps Bismarck thought the
Jews uniquely talented bankers, all driven by the same ambition as the
Rothschilds; in any case, he wanted a banker who would in no way



disturb his own close connections with the Rothschild dynasty.

Baron Meyer Carl suggested Gerson Bleichroder, their subservient and
successful agent in Berlin. Bismarck accepted the recommendation, and
before he departed for his new assignment, he formally appointed
Bleichroder as his banker.38 He had undoubtedly heard of Bleichroder
before, probably as early as 1851, when as a member of the Prussian
Diet and rapporteur of one of its commissions, he had examined the
operations of the Seehandlung (the government bank) and of the
“Seehandlungsjuden,” as he put it sneeringly.39 The two men may even
have met in the 1850s. Bismarck must have known something of
Prussian finances; in 1856 he was sounded out on whether he would
accept the ministry of finance. With characteristic modesty, he intimated
his ignorance but thought he could do as well as the incumbent,
Bodelschwingh.40

Bismarck had no reason to be ashamed of his new banker. By 1861
Bleichroder had bought an elegant and spacious mansion at
Behrenstrasse 63, in the very heart of Berlin, within a few minutes’ walk
of the castle and of Bismarck’s future residence at the Wilhelmstrasse.
Earlier, Bismarck and his father had lived at Number 60, across the
street from Bleichroder’s bank.4l1 Some of the older bankers in Berlin,
such as the Mendelssohns, for example, still overshadowed Bleichroder,
but his star was rising as his tie to the Rothschilds became ever more
important. When in Berlin, the Rothschild clientele—men of power and
wealth and talent—did their banking at the House of Bleichroder in the
Behrenstrasse. Even such renowned anti-Semites of later years as
Richard Wagner and his wife-to-be, Cosima Biilow, banked there. Cosima
received gifts from her father, Franz Liszt, via the Rothschilds in Paris
and Bleichroder in Berlin. By the early 1860s Bleichroder’s sedate office
in the center of Berlin was already crowded with Prominenz, with
dignitaries from the court, the diplomatic service, the arts, and the
international business community.42

Bleichroder began his services for Bismarck at once.b He collected
Bismarck’s official salary and other income, paid his obligations at home,
and established accounts for him abroad. He also invested some of
Bismarck’s still-meager capital; a part of the income Bleichroder
transferred to Bismarck’s continuing account with the Rothschilds at
Frankfurt. Bismarck and Bleichroder also began the habit of



corresponding with each other. Like the Rothschilds, like all sensible
bankers, Bleichroder was avid for political news, and Bismarck obliged
him occasionally. It was a return for Bleichroder’s services. Their earliest
relations—of no great importance for either man—will be discussed
below. Their paths had intersected, but until Bismarck’s return to Berlin
in 1862, both men pursued their separate ambitions, each aware,
however, that he had found a useful partner.

Before 1862 what mattered most to Bleichroder was his intimate tie to
the Rothschilds, especially to the Frankfurt and Paris branches, and that
tie alone set him apart from the other bankers in Berlin. It certified, as it
were, his integrity and his intelligence, and reputation obviously
enhances business. All his life Bleichroder remained in the service of that
exacting dynasty, and it was in that service that he learned the effusive
but never quite spineless subservience and loyalty that came to
characterize his relations with Bismarck.

The Prussian government also came to acknowledge Bleichroder’s
virtues. In 1858 it awarded him the order of the Red Eagle, fourth class.c
In 1861 the Prussian minister of commerce proposed that Bleichroder be
given the title of Kommerzienrat. (It was a title given to eminent
businessmen; in the 1860s, we know of thirty-one Berlin businessmen so
honored, though there may have been a few others as well.) As was
customary in such promotions, the minister requested a confidential
report from the Police Prasidium and received from it a glowing
confirmation of his own estimate. Bleichroder, the report specified, was
the sole owner of a large banking establishment, employing twenty-two
clerks. He belonged in the seventeenth income class, with an annual tax
of 700 Reichstaler on an annual income of 23,333%5 Reichstaler (roughly
$16,000 at the time). The report concluded that Herr Bleichroder, “of
unblemished moral character, is in political matters a loyally devoted
Biirger of H.M. the king and enjoys in wide circles the highest
reputation.” The minister’s suggestion was endorsed.43 By the time he
was thirty-nine Bleichroder had acquired his first order and his first title.
The crown—the source of all public honors—had begun to single him
out. He had already surpassed his father.

Of course, Bleichroder was a loyal servant of the crown. The Prussian
monarchy and Prussian Jewry had for some time lived on relatively easy
terms; the monarchy protected and suffered the Jews, and the Jews



suffered and served the monarchy. By the 1840s, however, the Jewish
issue became entangled with the gradual awakening of political life in
Prussia, and the Jews played a notable role in the German revolutions of
1848 and in the German liberal movement thereafter. They were in the
forefront of the economic expansion of the 1850s, and in some fields and
places, such as banking in Berlin, they had won for themselves a position
of preeminence. The growth of Prussian power presented the Jews with
great opportunities. By the alacrity with which they exploited these
opportunities, they in turn accelerated Prussia’s growth.

Bleichroder knew that his welfare and that of his fellow Jews was
indissolubly linked to their relations with the Prussian state. The
uncertain and impoverished condition of East European Jewry made that
all too apparent. Hence Bleichroder was a loyal subject of his Prussian
monarch, despite the social disabilities that official Prussian society still
imposed. But Bleichroder had other loyalties as well, and it was his good
fortune that until the mid-or late 1860s these rarely conflicted. He had a
narrower but fiercer loyalty to his fellow Jews, and he still felt very
much a part of a separate and not equal caste, the very discrimination
against which inspired a sense of solidarity and a touch perhaps of
superiority. His loyalty to Jewry was formally demonstrated by his
having been elected in the 1860s to the Executive of the Jewish
community in Berlin. His intense, unquestioned identification with and
loyalty to Jewry facilitated his cosmopolitan loyalties, personified in
Bleichroder’s case by his ties with the Rothschilds. In the early 1860s
these three loyalties could still coexist harmoniously, but the
crosscurrents within Prussia and Europe threatened to tear them apart.

* Superior figures indicate notes beginning on this page.

T And detested by all manner of people. As early as 1832, writing from Paris, the radical
German poet Ludwig Borne suggested that the Rothschilds should formally be crowned monarchs
of Europe; it would make their invisible empire visible, and as monarchs themselves they would
not float onerous loans: “It is always the same game which the Rothschilds play in order to
enrich themselves at the expense of the country they exploit.” Ludwig Borne, Sdmtliche Schriften
(Diisseldorf, 1964), III, 482-491.

* Books on the Rothschilds appear with considerable regularity and usually for motives that

the Rothschilds could appreciate: profit. The best-known work is still Count Egon Corti, The Rise



of the House of Rothschild 1770-1830, and The Reign of the House of Rothschild 1830-1871 (New
York, 1928), from which the more popular writers copiously borrow. For a scholarly economic
history, see Bertrand Gille, Histore de la Maison Rothschild, 2 vols. (Paris, 1965-1967). The subject
is inherently dramatic; films and musicals have demonstrated the Rothschilds’ entertainment
value, and Virginia Cowles, The Rothschilds: A Family Fortune (New York, 1973), adds splendid
pictures to a familiar story. But a full history of the Rothschilds, based on now available archival
sources, and depicting their political and economic role in Europe, their social presence, and the

response to them in different countries remains to be written. It is a magnificent subject.

8 Such an analysis will be presented by David S. Landes’s history of the Bleichroder Bank. For
this section I have relied on his draft chapters dealing with the bank in the years before 1845.

I Sal. Oppenheim was founded in Cologne in 1801—four years after the new French rulers had
lifted the 350-year-old-ban on Jews residing in Cologne. The House of Oppenheim established
itself quickly as a foremost Cologne banking firm; by midcentury, because of its vigorous
promotion of new industrial ventures and because of its international ties, it had become an
enterprise of European standing—such as Bleichroder was to become by the 1870s. See Dr.
Alfred Kriiger, Das Kolner Bankiergewerbe vom Ende des 18. Jahrhunderts bis 1875 (Essen, 1925),
pp- 64-72.

a In his memoirs he added this observation: “It has, perhaps, proved better for our future that
we had to stray plodding through the wilderness of internal conflicts from 1848 to 1866, like the
Jews before they entered the Promised Land.” The parallel between Germans in their disunity

and Jews in their Diaspora is not without interest in our context. GW, XV, 33.

b At the very time when Bismarck was leaving Berlin for St. Petersburg—that is, at the time he
entrusted Bleichroder with his affairs—he was importuned by a very different kind of banker. A
man named Levinstein—presumably also Jewish—offered him a thinly disguised bribe of 30,000
taler a year if he would represent Austrian as well as Prussian interests at his new post. Bismarck
tried to extract a written bid, and when that failed, he ordered Levinstein out of his room,
offering in fact to throw him down the staircase. The offer obviously implicated the Austrian
government. Bismarck came to learn the many uses a discreet banker offered his governmental
patrons. GW, XV, 142-45.

¢ Abraham Oppenheim at once asked Bleichréder whether the order had been given in the
special form first created for Baron Meyer Carl. Bleichroder’s answer is not preserved, but it is
probable that the eagle came in the same non-Christian version. In the portrait of Bleichroder he
is seen wearing the ribbon of the order, but not the order itself. Oppenheim to Bleichréder, 27
Sept. 1858, BA.



CHAPTER 2

Bismarck’s Struggle
for Survival

Child! Child! Forbear! As if goaded by invisible spirits, the sun-steeds of time bear onward
the light car of our destiny; and nothing remains for us, but, with calm self-possession,
firmly to grasp the reins, and now right, now left, to steer the wheels here from the
precipice and there from the rock. Whither he is hasting, who knows? He hardly

remembers whence he came.

—Count Egmont, in Goethe’s Egmont, Act II

With confidence in God put on the spurs and let the wild horse of life fly with you over
stones and hedges, prepared to break your neck but above all without fear because one
day you will in any case have to part from everything dear to you on earth, though not for
eternity.

—Bismarck to his bride Johanna, March 7, 1847

Lﬁismarck and Bleichroder had met at a critical time in the
fort of their country. In the late 1850s and early 1860s the politics
of Prussia—and of the world—gathered a new momentum. The forces of
nationalism were on the march again, while in Russia and America a
new struggle for emancipation had begun. In Europe dramatic changes
were taking place, symbolized by new rulers, new aspirations, and
decisive battles. The old order, created in 1815 and precariously restored
in 1849, seemed on the wane again; no one knew what the new order
would be like. Only the historian writing with hindsight—often
erroneously—sees logic and inevitability; at the time, people grope,



improvise, and react. This is particularly true at a time of great fluidity
and change, such as prevailed when Bismarck came to power.

But some things contemporaries understood all too clearly. In the late
1850s Austria—the bulwark of the old order in central Europe—suffered
repeated reverses. Austria’s ill-starred intervention in the Crimean war
against Russia had left her diplomatically isolated—and redeemed rather
sooner than expected Prince Schwarzenberg’s warning in 1849 that
Austrian ingratitude toward Russia would astonish the world. In 1859
Austria lost Lombardy to the nascent Italian state, backed by Napoleon
III’'s armies. The multinational empire was out of tune with the new
nationalism, and its economy was growing at its own slow and uneven
rhythm; the smaller neighbor to the north was steadily gaining on
Austria. From mid-century the old empire faded, amidst bursts of
revival, amidst a great cultural efflorescence, amidst enough strength to
give substance to the ancient glory—so that the decline over decades
was dignified and at times disguised.

The example of Italian unification was not lost on the Germans. By
1859 various groups in Germany, mostly middle class in composition,
began to clamor for German unification, preferably under the aegis of a
liberal Prussian monarchy. Plans abounded, and most of them reflected a
new realism, consonant with the strong economic impulse that informed
the new nationalism. Unity and freedom was the battle cry, and freedom
usually signified the hope for a constitutional regime of laws (but not
parliamentary sovereignty), a Rechtsstaat, which would protect its
citizens from all arbitrary acts of state. Many groups also pleaded for
industrial freedom, for the final end of all guild restrictions on the
exercise of a trade. The proponents insisted that economic freedom
would unfetter the individual and allow the same full development of his
potential that an earlier generation had expected from spiritual freedom.

Events in Prussia seemed to justify the high hopes of the reformist
nationalist groups. The accession in 1858 of Frederick William’s brother,
William, as regent, and in 1861 as king, was generally hailed as yet
another “new era” in Prussian history. William was an austere,
eminently practical ruler; the ethos of the Prussian army had formed his
mind and personality. He seemed imbued with the new realism, and he
dismissed his brother’s mystical, reactionary camarilla. But almost at
once, the new era ended in an old conflict, as king and parliament found



themselves at loggerheads.

William’s very practicality precipitated the constitutional conflict: he
had decided on a drastic reorganization of the Prussian army, found
unprepared during the Austro-French war of 1859. Seconded by his
minister of war, Albrecht von Roon, and stiffened by the
ultraconservative chief of the military cabinet, Edwin von Manteuffel,
William demanded that the regular army be augmented in size and
importance, at the expense of the popular national guard. It was hard for
moderates and liberals alike to swallow the downgrading of the national
guard—which had been the special pride of the bourgeoisie ever since
the great reformers Boyen and Scharnhorst had created the new military
order a half-century earlier. The regular army was the preserve of the
feudal class; in the national guard the nontitled, the sons of the middle
class, could win an officer’s commission and wear an officer’s uniform.
To be sure, the old system had grown inefficient, but William wanted to
seize the opportunity to strengthen not merely the army but the
militaristic element generally.

The heart of the reform was a lengthening of the term of military
service in the regular army from two to three years—a change that
entailed heavy costs. The opposition deputies also wanted a strong
Prussian army, but they balked at the money, and they balked at the
dismantling of an earlier system. They sensed—correctly—that the king’s
plan would make Prussia an even more authoritarian state than it
already was. William acknowledged that more than military efficiency
was at stake; in 1859 he explained that only in the third year did the
recruit “understand the dignity of the soldier’s coat, the seriousness of
his calling, [only then did he] imbibe the Standesgeist.”l But it was
precisely this caste spirit—in all its narrow arrogance—that the
moderates in parliament did not want the soldiers to imbibe.

At first both government and opposition temporized. In 1860 the
government withdrew the army bill and asked parliament to pass a
“provisional” bill that provided the necessary funds for reforms but not
the specific authorization for changes in the military system. A majority
consented. The passage of that bill has been called “one of the most
fateful events in German history. It made Prussia an absolute and
militaristic state for more than another half-century.”2 But temporizing
could not avert the conflict which neither side wanted. In 1861 the more



resolute liberals formed the Progressive party, which in December scored
an unprecedented triumph in the elections. Thus bolstered, they refused
to pass the government’s budget, which included appropriations for the
three-year term. They banked on the traditional power of the purse; the
government would not be able to govern without a budget. But William
stuck to his guns, dissolved the chamber, dismissed his moderate
ministers—and looked for a solution. The prospects were dismal. On
March 11 Bleichroder wrote a personal letter to Baron James in Paris,
referring to his earlier coded telegram about the dissolution of
parliament:

According to my innermost conviction, the country will remain entirely quiet during this
dissolution, but the new house will be composed of even more democratic elements, if
that is possible, and if, as I fear, there will be no compromise in the army question, then in
three months we will have another dissolution and at the end a change in the electoral
law, with a reactionary ministry or the entire abolition of the chamber.... I have not seen
the finance minister in the last few days but will do so as soon as it is opportune in order

to find out about possible finance operations and will then report at once.3

Bleichroder’s summary was concise and prescient—and showed his own
conservative leanings.

The conflict deepened. The king insisted on his absolute prerogative
over the army, the opposition on the inviolability of its budgetary rights.
Beyond that, liberals sensed that the conflict would determine the very
nature of Prussian society in the future. The liberal deputies were largely
lawyers and bureaucrats by profession; their electorate was the
propertied classes, favored by Prussia’s three-class voting system. Men of
affairs voted liberal because they wanted national unification, economic
freedom, and a moderate constitutional monarchy. The analogy to
Charles I and to the Long Parliament was popular at the time; certainly
William had no doubt that a king and his subjects were “clean different.”
His opponents, however, had little stomach for anything that smacked of
civil war. For that, they had too great a stake in the existing society;
they hoped to prevail by legal means, by remonstrance, and by refusing
to pass budgets. The bloody successes of foreign revolutions—whether
English or French—frightened most of the Prussian liberals.

No doubt there was another reason for their hesitancy. The liberals



found themselves in happy agreement with the commercial policy of the
government, and they voted with near-unanimity for the Franco-Prussian
commercial treaty before it was even formally signed.4 Charles I and the
Long Parliament clashed on every issue; William and his parliament at
least agreed on economic issues. Such agreement blunted the drive of
William’s opponents, but they nevertheless found themselves in a
deadlock, inadvertent to be sure, but nonetheless hopeless.5>

In September 1862 the king, discouraged and exasperated, threatened
to abdicate. Roon persuaded him to entrust Bismarck with one last
effort. William reluctantly consented, and Roon telegraphed Bismarck to
return from France, where he had been Prussian minister since the
spring of 1862 and where that summer—while Prussian affairs were near
collapse—he regained his health and spirits in a passionate, if harmless,
encounter with the young and charming Katherine Orlov, wife of the
Russian ambassador in Brussels. Summoned by Roon, Bismarck returned
to Berlin, in exceptionally fine fettle. His diplomatic assignments in St.
Petersburg and Paris had deepened his knowledge of European affairs,
but ever since his days in Frankfurt he had longed for the top Prussian
post. Already in 1851 he had written to Ludwig von Gerlach that
Prussian diplomacy was so organized that only the position of king,
Generaladjutant, or foreign minister would satisfy the ability and
ambition of an adult.6 For years he had thirsted not so much for position
as for authority, for legitimate power, to direct the fortunes of Prussia in
a more intelligent and incisive manner. At the age of forty-seven, the
longtime aspirant moved from the wings to the stormy center of Prussian
politics.

To have been called to power at the height of the crisis suited
Bismarck perfectly. He could deal more easily with antagonists than with
colleagues or with equals, and parliament’s recalcitrance restricted even
the king’s freedom of choice. Bismarck was relatively free and quite
alone—but to do what?

Everything profound loves a mask, said Nietzsche, and every great
ruler has something of De Gaulle’s sense that power should be enveloped
by mystique. Bismarck was a genuinely complex figure who, though
more often baffling by his candor than his disguise, proved
unfathomable to his contemporaries. He has eluded most historians as
well. The worst is to see his life backwards, beginning as it were with his



success. For this perspective slights his years of struggle, when he was
groping his way to solutions—years of particular importance, too, for his
relations with Bleichroder.

It is hard to summarize in brief Bismarck’s aims or hopes when he
became the king’s first minister.” As with all great leaders, character and
policy were inextricably intertwined; men do not come in compartments
—Ileast of all so titanic a person as Bismarck. In 1862 his achievement
was ahead of him; what prepared him for greatness was his
unconventional intelligence, his ability to improvise, his exuberant self
confidence, his boundless energy, his overweening will, and his
indomitable courage. Even then he had the faults of his virtues: at the
beginning of his career he was arrogant and cheerfully misanthropic; at
the end, he was contemptuous of men, cynically misanthropic, ready to
use people as tools to be discarded after use. Above all, he set a prize on
realism. He had a fund of pragmatic knowledge, acquired in life and
politics, and he had total disdain for theorists or sentimentalists, for men
with but a partial or inflexible vision. His bent for practicality made him
appreciate a banker who combined worldwide interests with single-
mindedness of purpose.8

Bismarck had no specific program when he assumed office in 1862. He
intended to preserve the authority of the Prussian monarchy at home
and to increase its power abroad, for he saw in its strength the best
protection against recurrent revolution and disorder. At Frankfurt he had
become convinced of the inadequacy of the German Confederation,
which was Austrian-dominated and hence injurious to Prussia’s interests.
In 1856 he wrote to the Prussian premier that “because of Vienna’s
policies, Germany is too small for both of us.”® But he also realized that
Austrian power no longer matched Austrian pretensions in Germany.

Bismarck had no scruples about exploiting Austrian weakness and
isolation. Nor was he unaware that Austria was making desperate efforts
to overcome her isolation. Prussian conservatives—Leopold von Gerlach,
for example, Bismarck’s original sponsor at court and a man of inflexible
principles in religion and politics—thought that the German
Confederation and the settlement of 1815 were the sacrosanct bulwark
against German revolutionaries. Most people at the time thought that the
lines were drawn between the national-liberal elements that wanted
unification and the monarchical-Prussian forces that wanted to preserve



the status quo. Bismarck came to change the equation: perhaps
nationalism could be made to serve the monarchical cause. By pursuing
what he called “unsentimental politics [ungemiitliche Interessenpolitik],”
by replacing Austria as the dominant power in Germany—perhaps by
means like these, Prussia’s aristocratic-monarchical order could be
preserved.10 That was his general direction, and his principled
unprincipledness was to estrange former friends and win over former
enemies. No doubt circumstances favored his design: Austria was
declining and German nationalism was growing. But perhaps no other
man could have exploited prevailing winds and currents with equal
dexterity.11

In the fall of 1862 Bismarck might well have chosen any number of
paths—provided they led to a clear and immediate strengthening of
Prussia. He made no bones about his unconventional views. A few weeks
before assuming office, he told Disraeli: “I shall seize the first best
pretext to declare war against Austria, dissolve the German Diet, subdue
the minor States, and give national unity under Prussian leadership.”12
In November and December 1862 he repeated these warnings. He told
Austrian diplomats that he was immune to terms like “fratricidal war,”
that Austro-Prussian relations had to improve or they would have to
deteriorate, perhaps to the point of war. “We must have the necessary
air [Lebensluft] for our political existence.”!3 He startled the French
ambassador, Count Talleyrand, by another candid preview of his
possible intentions: Prussia would leave the Confederation rather than
allow Austria to use it as an anti-Prussian vehicle; such a rupture would
lead to war, “at the first signs of which, we will occupy them [Hanover,
Hesse, and Saxony] militarily. We will draw a line of demarcation
between North and South Germany and behind that line we shall take
our position.” Asked what Napoleon would do if things “heated up” in
Germany, Talleyrand replied that it would be hard for him to “remain
cool.”14

Bismarck understood the great variety of aspirations that
characterized German society at the time. He realized the political
importance of economic interests; in 1851 he had already written to his
friend Leopold von Gerlach that Prussia should concern itself in time
with the material questions in Germany: “The authority which takes the
initiative in these matters, be it the Confederate Diet, the Zollverein, or



Prussia, will obtain a great advantage in the sympathies of the people
concerned....”15 He believed that most people put material concerns
ahead of political loyalties, and he would have recognized the force of
Ranke’s observation that men “always strive after two things above all
else—after honor and wealth,” though Ranke’s contention that there
should be a higher goal in life might have struck Bismarck as mere
piety.16 Bismarck urged that Prussia should abet “the consolidation of
the healthy North German elements through the bond of material
interests,” even at the expense of South German membership in the
Zollverein.17 He had warned against Austrian efforts to enter the
Zollverein and bend it to its protectionist needs, and he had fought every
Austrian attempt to place German commercial policy in the hands of a
Frankfurt majority. He shared the prevalent views of successive
governments that Prussia should aim at greater commercial freedom
abroad, and he strongly favored the Franco-Prussian trade treaty of 1862
which promoted freer trade and integrated Prussia still further into the
dynamic economic life of western Europe. He at once grasped the
political implications of this treaty with France and on Christmas Day
1862 drafted a memorandum to persuade William of its desirability.18
Bismarck was particularly solicitous of the economic needs and desires
of the leading classes, most of whom favored the treaty. He knew that
material prosperity enhanced the power of the state—and enfeebled the
revolutionary fervor or ideology of the possessing classes.

The Junker, who had once managed his own estates and always
maintained a healthy appetite for greater profits and more land in his
own possessions, and the diplomat, who had dined with the Rothschilds
and had seen their power in international affairs, was not quite so much
an economic illiterate as he and later German historians have been wont
to make out. To be sure, he was more absorbed by the workings of
European diplomacy than by the incidence of taxes and tariffs or the
fluctuations of the market, but he was not so oblivious of the realities of
the nineteenth century as to depreciate the role of material things in his
own and his nation’s life.

In power, Bismarck had few assets besides the seeming hopelessness of
the royal cause and the uncertainty of his opponents. Few people
thought he would last; most believed his recklessness would bring him to
fall. He had promised William to uphold the army bill, including the



three-year term, and to govern even without a properly authorized
budget. But from the beginning and behind the scenes he sought a
compromise. For all his bluster and contempt for parliament, he did not
want to go back to naked absolutism, if it could be avoided. He was not
persuaded of the need for the three-year term, and within weeks of his
accession to power he seems to have favored an ingenious plan that his
friend Roon sought to launch: to allow some soldiers to “buy” their way
out of the third year—a system that had an analogue in France. What led
one close student of this scheme to suspect Bismarck’s hand in it was the
devilish quality of it: on the one hand it offered parliamentarians a face-
saving formula (and their sons the welcome prospect of shorter service),
while at the same time it provided the government with additional and
substantial revenue independent of all parliamentary interference. It
would have confused and divided the opposition. But William, backed as
always by his ultrareactionary friend Manteuffel, rejected the scheme.
Bismarck had to look for other solutions.19

Bismarck had few friends or allies. The king was suspicious of this
hotspur, this mercurial figure who in a day could think of more visions
and stratagems than William could accommodate in a year. The crown
prince shared the general liberal distrust of Bismarck and noted: “Poor
Mama, how bitterly the designation of precisely this mortal enemy of
hers will grieve her.”20 Many of Bismarck’s colleagues feared him and
wondered where this imperious master might lead them to.

Bismarck and Roon were friends; for the rest, Bismarck had contempt
for what he saw around him: capable rivals, incapable colleagues,
obstructing ideologues in parliament. He spoke sneeringly of “Usedomia”
in reference to one of the king’s chief diplomats. But despite Bismarck’s
exasperation with his colleagues, he had to wait a decade or so before he
could install his own creatures. (And even then he admitted that he
would rather negotiate the most intractable issues with any hostile
foreign power than to reach an agreement with a Prussian war
minister.)2l In the interim, he needed expert advice outside the usual
channels of government. He needed men of broad perspective and
intelligence, men eager to serve but not replace him.

This need proved to be Bleichroder’s chance. But in September 1862 and



for some time afterward, Bleichroder had no inkling of what was in store
for him—or for Bismarck. He remained reticent and skeptical. His main
concern was business, and Bismarck’s seeming recklessness threatened to
exacerbate the constitutional conflict and to weaken the economy.

Bleichroder had friends and sympathies on both sides of the
constitutional conflict. Several of the leading parliamentarians were his
friends and clients; his coreligionists generally favored parliament
against king and held no particular brief for the military party, with its
anachronistic views that the army and its feudal exclusiveness were
sacrosanct. Prussian Jewry was liberal: of the 160 Jewish electors
(Wahlmdnner) chosen between 1858 and 1866, 92 percent voted
liberal.22 Bismarck’s parliamentary opponents were men of means who
had a stake in society—and hence some of Bleichroder’s natural friends
and associates had become reluctant opponents of the regime.23 On the
other hand, Bleichroder had excellent connections with the Ministry,
even with the court, and his clients included members of the most blue-
blooded nobility.” Like most bankers, Bleichroder had a predisposition to
be close to the government, to support it, to remain regierungstreu. As
Bismarck singled him out for trust and distinction, this predisposition
turned into settled policy.

In the early months after Bismarck’s accession to power, Bleichroder
was a privileged observer—and fortunately for posterity, he shared his
impressions and Bismarck’s confidences with his most cherished contact
in the world, Baron James in Paris. The daily business letters between
the Behrenstrasse and the rue Laffitte were supplemented by
Bleichroder’s personal letters, written in his own, ornate hand. They
were sometimes in code, or protected from ubiquitous censors by the
transliteration of key words or names into Hebrew letters. They supplied
Baron James with the kind of intelligence that a banker-statesman could
appreciate and use—and the kind that he received from well-placed
persons the world over. Bleichroder’s confidential letters to Baron James
are an important gauge of his views of Bismarck’s early fortunes and of
his relations with the chancellor. They are a unique record of a banker’s
impressions of a turbulent time. They also illuminate Bleichroder’s
unequal relationship to the last survivor of the five sons of Meyer
Amschel, and they intimate his gradual conversion to complete
Bismarckianism.T



On September 24, 1862, almost immediately after Bismarck’s return to
Berlin, Bleichroder wrote Baron James:

We are in the middle of a ministerial crisis! Herr von Bismarck-Schonhausen as minister-
president is occupied with the formation of a new cabinet. Roon, the war minister,
remains, and this is proof enough that the conflict between Chamber and Crown will not
be solved by the change of ministry.... Count Bernstorff and von der Heydt have been
dismissed from their posts. As for the new ministry, nothing positive is known, but it
appears as if we were to get an entirely reactionary ministry. Bodelschwingh is often

mentioned as minister of finance....¥

The crisis, he added, had depressed the market, especially in Prussian
bonds.24

A week later, Bismarck appeared before the budget committee of the
Diet and hinted at the direction his efforts would take. He would buy
acquiescence at home by gains abroad. He spoke of “favorable moments”
in foreign policy which had so often eluded Prussia and which had to be
seized to augment her strength: “Her borders under the treaties of
Vienna are not favorable for the healthy existence of the state. The great
questions of the day will not be settled by speeches and majority
decisions—that was the great mistake of 1848 and 1849—but by blood
and iron.”25 To Bismarck, this was a simple truism, the distillation of his
experiences; to the liberal deputies and their supporters among the
public, they were fighting words. Bismarck came to be regarded as a
reactionary and militaristic Provisorium. At the time no one could
forecast the daring, revolutionary character of this “reactionary” regime.

For some time, Bleichroder remained critical of Bismarck’s stance. He
could see no solution to the ever-deepening crisis, and like everyone
else, he heard a spate of often contradictory rumors about the likely
dismissal of the new ministry, the dissolution of the Chamber, and the
vacillations of the court. In those early days, Bleichroder saw Bismarck
but rarely, and hence knew little more than most informed people in
Berlin. The uncertainties that hung over Prussian politics continued to
depress the otherwise ebullient business community, and Bleichroder
was troubled.

By the end of 1862, however, Bleichroder had gained special access to
Bismarck, and his letters to Baron James began to reflect Bismarck’s



confidences. No doubt these letters were also intended to impress Baron
James with Bleichroder’s new importance—and hence the recurrent
prediction in them that Bismarck’s ministry was about to fall acquires a
special significance. It would have served Bleichroder’s interests better if
he could have assured Baron James that his newly found source was
enjoying a measure of stability.

In late December 1862, Bleichroder reported that “according to the
personal information from Herr von Bismarck” the conflict with the
Chamber would not be resolved in its next session either. On January 18,
a few days after the opening of the new session, he insisted that “a
change in the cabinet is much discussed, but not in a liberal direction.
The resignation of Bismarck seems close at hand, the entry of von der
Heydt (whom Bismarck refused to have) into the cabinet as finance
minister in the making, but no change in the system.” The king, he
reported, was still ailing, and more than ever toying with the idea of
withdrawing from the affairs of state. A week later he wrote, “Our
political situation looks gloomy ... the present ministry is unpopular to a
degree that has rarely ever been seen in Prussia before.” The alternative
to Bismarck’s dismissal was the dissolution of the Chamber, followed by
the promulgation of a new and restrictive electoral law, which would
mark the final break with the Constitution.26 Bleichroder was right in
signaling even at this early date that Bismarck was trying to break out of
the three-class voting system, by which the propertied—who happened
to be liberal—had a preponderant representation, at the expense of the
lower classes. Bleichroder’s letters attest the uncertainty and
bewilderment of Bismarck’s contemporaries, who no more than the
minister-president himself could divine how the government was ever
going to extricate itself or Prussia from the existing deadlock.

By January 1863 yet another crisis erupted: the Poles, long suffering
under harsh Russian rule, rebelled, and instantly Bismarck sought to
help Russian repression. Bismarck’s precipitous action in mobilizing
some Prussian forces and in concluding an agreement with the Russians
(the so-called Alvensleben Convention) angered the French and British;
it also aroused Prussian liberals who did not relish their country’s role as
Russia’s jackal in the suppression of valiant Poles seeking their freedom.
Bismarck, on the other hand, was worried that Alexander II might
succumb to the reformist party in Russia and would make concessions to



the Poles, who would thus become emboldened to cause trouble in the
Polish provinces of Prussia. Bismarck, like Marx, like most Germans, felt
a peculiar fury against the Poles.

During this crisis, Bleichroder supplied Baron James with regular news
about Prussia’s military and political dispositions. “Herr von Bismarck,
with whom I conferred,” was the usual source for these authoritative
reports. Bismarck had not counted on quite such a storm of protest from
the Western powers or from his domestic foes, and he used Bleichroder
to reassure the French and to express his amazement that Napoleon
might consider the Alvensleben Convention as a “casus belli.”27 The
Russians finally canceled the military provisions of the Convention and
suppressed the Poles on their own. But Bismarck’s position had been
shaken, and on February 21 Bleichroder predicted that the crisis would
lead to the fall of the government in a few days. “Well-informed sources”
told Bleichroder that Bismarck had not been the author of the
Convention at all, but that William’s military cabinet had concluded it
“without his knowledge.” An unlikely story, inspired probably by
Bismarck himself, who on February 27 told the same canard to the
British ambassador, Sir Andrew Buchanan.28 In those days of crisis,
Bismarck was far from celebrating the Convention as he did later in his
memoirs and as historians have generally done until recently.29
Bismarck’s brilliant stroke, as his attempt to use the Polish revolt in
order to win Russian friendship has often been called, nearly cost him
his post, and Bleichroder promised Baron James to telegraph him in an
elaborate code the news of Bismarck’s resignation and of his
replacement, by either a reactionary or a liberal.30 According to
Bleichroder’s information from “the king’s private cabinet,” Bismarck
had offered his resignation, which was being seriously considered. If
Bismarck were to go, Bleichroder added, the market would react
bullishly. Bleichroder also reported that the Diet had attacked the
Alvensleben Convention and had repudiated Bismarck’s policy, 246 to
57.31 In turn, Bismarck accused the opposition of ignorance and treason.
He wanted to prorogue the Diet, but the cabinet overruled him; only
Roon supported him and wrote him a letter, full of despair about the
divisions within the cabinet, and about “E” (that is, Count Fritz
Eulenburg, minister of the interior), who either was taking the matter
too lightly or was unwilling to “burn all his bridges behind him.” In



time, his friends, “Noah, Wolfsheim, Jacobi and the other scoundrels,
with or without foreskin, will betray him and leave him in the lurch.”
Roon ended: “You, I, and Bodelschwingh are most deeply involved in
this business, and I would not want to go on living if we suffer a fiasco
out of—impotence.”32

Bismarck’s fall seemed imminent, but Bleichroder knew that the king
would have to scuttle his policies along with the chancellor: “There are
no capable men of the same persuasion as the present minister.”33
Bleichroder’s reports make it abundantly clear that Bismarck had
blundered and for a time had worsened his own position. Perhaps he had
worsened it so much that the king could find no other man to pick up
the pieces. The immediate crisis waned, as the Russians ruthlessly
suppressed the Poles and William retained his embattled premier.

Bleichroder’s reporting of the crisis had been swift and accurate. He
had supplied Baron James with the same intelligence and at least as
promptly as the Berlin embassies had supplied their respective foreign
ministries.34 It is a fitting commentary on the Bismarck-Bleichroder
relationship that it was precisely in those weeks of crisis that Bismarck
first turned to Bleichroder as a confidant and special conduit. During
that time, Bismarck and Bleichroder “conferred” regularly, often several
times a week. Bleichroder did not hide the fact of his new intimacy, and
crowed to Baron James: “In order to get some clarity in matters of
foreign policy, I took the occasion to visit Herr von Bismarck,” “I took
occasion today to confer for a long time with my well-known source,”
or, more laconically, “The Ministry received no noteworthy dispatches
today.”35

Bleichroder came to think of himself as a secret collaborator of
Bismarck’s, as a special adviser to the chief of the Prussian government.
Bismarck in turn knew that any information he conveyed to Bleichroder
would find its rapid way to Paris and London, and thus he supplied
Bleichroder with bits of selected truths. The full truth he kept to himself.
He regarded Bleichroder’s contacts with the Paris Rothschilds (who in
turn were close to the French government) as a useful supplement to his
regular diplomatic ties with Paris, the more so as he considered his
ambassador in Paris, von der Goltz, anything but a friend. Count Robert
Goltz had his own political ambitions, and he had his own conception of
Franco-Prussian relations—two capital sins for which Bismarck could not



forgive him.36

By the spring of 1863, Prussia’s constitutional conflict had become still
more intense, and Bleichroder was correspondingly gloomy: “From a
nonpartisan point of view, our politics at home can only be considered
pretty wretched.” The deadlock persisted; the king would not give up the
army reforms and the Diet rejected the budget authorizing them. The
Diet repudiated the Ministry with crushing majorities—on one important
occasion in May 1863 by a vote of 295 to 5—*“the king is furious at these
happenings, and the camarilla incites him against the people’s
representatives.”37 Bismarck hoped that the liberal deputies would
weary of their opposition, especially if he could demonstrate that they,
not the government, were isolated from the people. Meanwhile he
excoriated the deputies publicly—and privately complained to his friend
John Lothrop Motley about this “House of clichés”: “These babblers
really can’t govern Prussia, I have to offer resistance, they have little wit
and too much smugness, [they are] stupid and presumptuous.”38 By the
spring of 1863 Bismarck had established a virtual dictatorship. He defied
parliament, harassed the liberal press, and sought to purge the
bureaucracy; he confided to friends that the Constitution might have to
be abandoned altogether.39 In the meantime, he bent the Constitution to
his own purposes and with a mere pretense of legality decided that the
state could continue to collect taxes as in previous years, even though
the Diet had not approved a budget. He was playing a daring and
inscrutable game, expecting to win several advantages at once. By
infinitely complicating the situation at home, he made himself
indispensable to William; the king could sacrifice Bismarck only if he
sacrificed his principles as well. As for parliament, Bismarck treated its
members with contempt, hoping thus to make them contemptible.
Meanwhile Prussia’s role in Germany was also being compromised. How
to break out of this enfeebling conflict? In the end would king and
parliament come to accept him?

Bismarck ran great risks at the time. In his memoirs, he recalled that
in the spring of 1863 friends suggested that he should transfer the estate
of Kniephof to his brother because of the Diet’s formal injunction that
ministers would be liable with their persons and their property for
unconstitutional expenses.40 There is no doubt that the opposition would
have liked to strip Bismarck of his office and his property—if they could



find a means at once effective and peaceful.

To Bleichroder, as to most observers at the time, Prussian politics
seemed destined to go from bad to worse. The situation appeared
hopeless. “Allow me to give you a short sketch of our somber internal
conditions,” he wrote Baron James on May 17, “conditions which
unfortunately are suited to open doors to a foreign enemy, conditions
which [will] undermine Prussian power, if they last a long time.” The
conflict between Diet and crown had reached a new height, but the
government would neither appear before the Diet nor dissolve it. By
ignoring the Diet it “hoped to win the support of the public. I believe
that the government deceives itself rather badly, because seven-eighths
of the population sides with the Diet and longs for a change in the
cabinet.” But such a change was unlikely, because the crown believed
that the Diet had gone too far “and that conciliatoriness was tantamount
to weakness.” Hence there was no way out, and “under these conditions,
of course, trade and commerce suffer terribly.”41

In the ensuing weeks the positions hardened still further. On May 22,
in an address to the king, the Diet protested the government’s continued
violation of the Constitution and warned that “Prussia stands almost
alone in Germany, even in Europe.... Every further negotiation [with the
ministry] strengthens our conviction that a chasm separates the advisers
of the crown and the country, a chasm which can be overcome only by a
change of personnel, and even more, by a change of system.”42 Bismarck of
course thought that a chasm existed between the Diet and the country.
Even moderate liberals talked radical, and Hermann Baumgarten wrote
to the historian Heinrich von Sybel that the opposition had been too
meek: “People who hold constitution, law, and reason in contempt must
be made to quake. One has to arouse their intense fear that one day they
will be slain like mad dogs.... Let Bismarck win even for a short time,
and the revolution, I think, is inevitable.” Sybel replied that the Ministry
could be intimidated not by words, but by force, by the threat of disloyal
soldiers.43

On May 24 Bleichroder sent another summary of the conflict to Baron
James, because, as he put it—prophetically!—Prussia’s internal
conditions “will play a not unimportant role in the politics of Europe.
The harsh conduct of the Diet regarding the army reforms has made the
government stubborn and the king, surrounded by reactionary



councillors, has chosen the extreme feudal direction, despite his
thoroughly upright character.” (The “despite” with its implied contrast
between feudal reaction and upright character was one of the few
indications of Bleichroder’s own disposition, conservative-conciliatory,
not reactionary-bellicose.) The government, Bleichroder added, persisted
in its unconstitutional stance, but would not dissolve the Diet until the
king was ready to impose a new electoral law, which “for the time being
he can not be persuaded to do.” Bleichroder’s letters suggest that
Bismarck sought to persuade the king to promulgate such a law—further
indication that Bismarck was contemplating a coup d’état in the spring
of 1863.44 Bismarck told Bleichroder correctly that the Diet would not
be dissolved and that the king was “in bitter struggle” with himself as to
what policy to adopt. “The fate of Prussia lies in the hands of the
monarch,” Bleichroder wrote, discounting perhaps the power and
resourcefulness of his esteemed friend.

Bleichroder added that “a very large part of the population sides with
the Diet, but on the other hand, a great many prudent people think the
Diet is going too far.”45 If prudent Biirger—and most likely Bleichroder
included himself in that category—thought that the legal, nonviolent,
but dogged defense of the Prussian Constitution was going too far, then
the liberals in the Diet were doomed indeed. At the same time, the
liberal leader, Viktor von Unruh, deprecated “the well-to-do bourgeois
[who] are politically apathetic.... But if the well-to-do middle class and
the rich citizen have no political nerve and steadiness, then it is clear
that political oppression must constantly increase until the lower classes
take up the fight.”46 Like Sybel, like so many liberals, Unruh was afraid
that if the liberals failed, the country—and the liberals—would face the
dismal alternative of absolutism or revolution. Bismarck, on the other
hand, counted on the political conservatism of the masses and hoped to
isolate the liberal parliamentarians and prove to the nation how
unrepresentative its representatives really were.

The pathetic hope of so many Prussian liberals of the time that the
conflict would be resolved naturally, by the death of William and the
accession of the liberal crown prince, Frederick William, married to a
daughter of Queen Victoria, was a perfect illustration of their view of
politics. But Bleichroder pointedly noted that “while the public generally
believes that the heir to the throne pursues a thoroughly liberal



direction, he and his wife are traveling through the Altmark during
Whitsuntide, in order to pay visits to the chiefs of the feudal party
there!”47

On May 27 the Diet was prorogued, and on June 1, despite the perfect
calm in the country, the king, invoking his emergency powers, issued a
press edict aimed at silencing all opposition papers. Even the crown
prince was alarmed—and quickly muzzled. After the crown prince had
protested the press laws, Bismarck told Bleichroder that the crown
prince would “under no circumstances” repeat his disavowals.
Bleichroder was also alarmed. He assumed that “the rather strict press
law” would soon be followed by an edict limiting the constitutional
rights of assembly and finally by “comprehensive disciplinary
proceedings against civil servants.” At its next meeting, the Diet would
disapprove of these repressive measures; it would then be dissolved, and
elections would be held under a new electoral law, imposed by the king.
“Should this not succeed either, then one goes so far here as to believe
that a coup d’état would take place. With all these happenings, the
country remains entirely quiet, and, as mentioned often before, the
danger lies only in external events!”48 Others hoped that the quiet might
be deceptive, and even moderate liberals, like Heinrich von Treitschke,
believed that “the revolution is now only ... a question of an opportune
moment.... The monarchy of divine grace needs a salutary, frightfully
serious chastisement.”49

Bleichroder’s reporting of the hardened conflict at home had been
accurate and remarkably dispassionate. His letters also offer clues to his
own views. Like Bismarck, Bleichroder was a practical man, mistrustful
of abstract principles. Nothing in his education or experience would
have led Bleichroder to recognize the ties between a struggle over
budgetary rights and personal freedom—if indeed he particularly
esteemed the latter. To Bleichroder—as to other men of substance—the
struggle was a public nuisance, brought on by the ambition and
obstinacy of a few men. Bleichroder thought that politics was a conflict
of personalities; the policies of the crown had always been determined
by the inclination of monarchs and the intrigues of their advisers, rarely
by a clash of issues. He disapproved of parliamentary obstructionism and
of extreme feudal reaction. He probably disapproved of a coup d’état.
Along with many other businessmen, he wished the conflict might be



resolved so that the nation could resume its march to prosperity.

Of that march, Bleichroder knew better than most that Bismarck was a
committed partisan. Bleichroder knew of Bismarck’s economic interests,
both personal and governmental, his concern for free trade and Prussian
commercial hegemony in Germany. Bismarck saw Prussian prosperity as
an instrument of power; to Bleichroder it was an end in itself. But
Bismarck’s policies and his support of the economic counselor Rudolf
von Delbriick pleased most businessmen, and even outspoken liberals
were adherents of Bismarck’s economic policies. There was common
ground as well as conflict between Bismarck and his opponents—and
this fact emboldened Bismarck and enfeebled his opponents.S0

Bleichroder was a man of peace because peace was the precondition of
prosperity. He was also a prudent man. Would any successor to Bismarck
bestow the same exclusive confidence in Bleichroder as Bismarck had
done in his first year of office? Had any other Jewish banker ever been
received so regularly and so solicitously by a Prussian chancellor?
Among politically accommodating businessmen Bleichroder was
probably preeminent—and for good reason.

In June 1863 Bleichroder reported that the king would soon leave for
Karlsbad, where he would most likely meet with Francis Joseph, as
indeed he did.5! During that eventful summer, Bleichroder seems to have
suspended his private correspondence with Baron James, probably
because each of them was away at one of those great spas, where amidst
natural splendor the European elite strenuously pursued its health and
social contacts.8

Prussia’s domestic crisis deepened, and, as Bleichroder had predicted,
foreign complications threatened to exacerbate it. In the summer of 1863
Austria, sensing Prussia’s weakness, pushed its own scheme for
strengthening the German Confederation under Austrian leadership. As a
first step, Emperor Francis Joseph invited his fellow princes in Germany
to convene in Frankfurt to consider the Austrian proposals. William
thought it his duty to go; Bismarck—in one of the supreme crises of his
early career—was determined that he should not go. Bismarck feared
Prussian isolation and submission at Frankfurt, persuaded the king to
decline, and put forth his own counterplan that called for a Prussian-
Austrian condominium and a popularly elected national parliament. He
remained true to his earlier idea that Austria would have to pay for



Prussian collaboration or lose it, and in the meantime, by his proposal
for a national parliament, he sought to rally German nationalism to the
Prussian colors. The rivalry between the two powers entered a new and
critical stage, and Bleichroder reported on September 28, having just
conferred with Bismarck, that “the German question still lies in the
future, but the present position of Prussia vis-a-vis Germany and
especially Austria is untenable in the long run and must certainly give
rise to complications.”>2 Bismarck may well have inspired Bleichroder’s
warning to Baron James. The Rothschilds, with their intimate ties to the
Austrian dynasty, could play an important role in shoring up the
tottering finances of the Austrian Empire. It was best to advise them
early and often that Prussia intended to exploit Austrian weakness for
the sake of its own greatness. Bismarck emerged from the crisis
strengthened, as even some of his domestic opponents grudgingly
supported his defiance of Austria. At the very least he had preserved
Prussia’s freedom of action.>3

But a new crisis over Schleswig-Holstein had erupted and forced
Bismarck to change his course abruptly. The long-smoldering question of
the two duchies had flared up anew when in March 1863 King Frederick
VII of Denmark promulgated a constitutional decree which would have
tied Schleswig closer to Denmark despite various guarantees that the two
duchies would not be separated. The fate of these duchies had inflamed
German nationalism in 1848; the defeat of the Revolution crushed the
liberals’ great cause in the north as well. The Treaty of London of 1852
restored the duchies to Danish rule but stipulated that their special joint
status should be retained, just as Holstein remained a member of the
German Confederation. Despite the Treaty of London, the Danes hoped
to create a unitary state. The Frankfurt Diet, prodded by the smaller
German states, had worried about the question throughout the spring
and summer of 1863. Bleichroder had mentioned the affair in a different
context: on May 1 he confided to Baron James that “our ministry has
projected a major loan of 50 million taler for naval purposes, but ... this
was reduced to 30 million for the defense of the Baltic ports.” The
government delayed making the request to the Diet, knowing that it
would be rejected in any case. Bleichroder sensed the seriousness of the
new crisis and reported that Bismarck had told him that the Danish
affair could “lead to serious complications later,” but not for three



months because armaments would not be ready.54 It was an ominous
warning.

The crisis over the two duchies deepened in the fall of 1863. At the
end of September, Bleichroder reported that the Frankfurt Diet was
about to threaten Denmark with military action for violating the Treaty
of London. He expected Denmark to prove unyielding and added that the
market was depressed.5> In November the Danish parliament passed a
constitutional law incorporating Schleswig into Denmark, and two days
later Frederick VII died unexpectedly, without a direct heir. The
succession issue now compounded the conflict over the duchies. The
Danes, their nationalism fully aroused, proclaimed Christian IX as the
new king, who at once signed the constitution incorporating Schleswig.
Most Germans, on the other hand, insisted that under their ancient law
the German prince of Augustenburg had the best claim to become ruler
over the two duchies. The issue in all its complexity boded ill for the
peace of Europe.

Bleichroder reported that the prince of Augustenburg had visited
Berlin but had failed to enlist Bismarck’s support. For the rest, “the stock
market was swept by a great panic concerning the Schleswig-Holstein
affair, and stocks lost 3% percent, without arousing any buyers’
interest.”56 The business community was afraid of military complications
and reacted accordingly. For those halcyon days, it was a sizable drop.

In the winter of 1863-1864 Bleichroder saw Bismarck regularly, but
his reports to Baron James dwelt mostly on Bismarck’s need for money.
Bleichroder said little about the premier’s intricate policy—perhaps
because he knew little about it. Few people could divine Bismarck’s
aims. It was a time of unprecedented difficulty for him. He had to fight
the Danes without jeopardizing Prussia’s favorable diplomatic position;
he had to contend with German nationalism and all the smaller German
states that had rallied to Augustenburg; he had to fend off an alliance
between Austria and German nationalism. He had to struggle for the
support of William, who if anything was pro-Augustenburg, whereas
Bismarck saw no benefit in Prussia’s installing a liberal German prince in
the northern provinces. The shoals to be avoided were clearer than the
shores to be reached. He gradually devised a policy that trapped the
Austrians into a common front with Prussia, thus isolating them from the
other German states. The ultimate fate of the two duchies was unclear;



perhaps annexation by Prussia was an early goal of Bismarck’s. His
success depended on the apparent clarity and logic of each move and on
the inscrutability of his final aims.

During this crisis, Bismarck had no allies at home. He was universally
distrusted. Most Germans favored the Augustenburg candidacy, which
Bismarck opposed. As an alternative to Augustenburg, most Prussians
would have welcomed Prussia’s annexation of the two duchies, but
Bismarck could never avow that aim publicly without jeopardizing
Austria’s support and antagonizing Europe. For a while Bismarck posed
as the champion of the Treaty of London—a position that earned him
good will abroad, but not at home. At no other time was Bismarck so
wrongly vilified as during this campaign. Nor could he defend himself,
without injuring his chances of success. He clung to his post and policy,
and when his triumph took shape at last, his star shone all the brighter
for having been obscured before.

For his enterprises abroad, Bismarck needed money—a truth at once
obvious to Bismarck and totally ignored by later historians. The Prussian
state had continued to collect taxes even without an authorized budget,
but the imminent war with Denmark and the likely complications
beyond that war, which only Bismarck could dimly perceive, required
additional funds which could not be covered from the regular income.
Wars were expensive even then, and Bismarck’s diplomacy, as we shall
see, also liked to boast of a full treasury. A triumph abroad, Bismarck
assumed, would successfully weaken the opposition at home, but the
continuing hostility of the Diet threatened to deprive him of the funds he
needed. He was determined to break out of this vicious circle.

In his search for money he needed help and advice. His own cabinet
was divided, and most of its members followed the ineffectual counsels
of the finance minister, Karl von Bodelschwingh, who objected to any
further step beyond constitutional legality. Bodelschwingh was old,
timid—and principled: no wonder Bismarck grew impatient with him. In
his memoirs he spoke of Bodelschwingh and Count Itzenplitz, the
commerce minister, “as unable to direct their ministries....
Bodelschwingh, who according to his personal beliefs constituted the
extreme right wing of the ministry, usually cast his vote with the
extreme left,” because he depended on the advice of his liberal
councillors. “I could not expect any support for my policy from these



two ministers—because they neither had any understanding for my
policy nor a measure of good will for me as a premier younger than
themselves, who had originally not belonged to the service.”57

Bismarck was determined to raise money where he could; legal
niceties did not trouble him. As far as he was concerned, the fate of the
nation could not be made dependent on some ill-conceived law or
constitution, but on power. Put differently, considerations of power and
considerations of law were separate and unequal realms to Bismarck. He
was willing to resort to unauthorized loans or to the equally
unconstitutional alienation of state property. The question was simply
how to mobilize the necessary funds in order to exploit the great
possibilities which he sensed existed abroad.

In those two years of urgent need, Bismarck depended more and more
heavily on Bleichroder. He sought his advice and used his connections.
The Rothschilds were of extraordinary importance to Bismarck. He
might have wished to have the Frankfurt Rothschilds in Berlin—as the
most fitting and promising place in Germany for a member of that
dynasty—but he was willing to rely on Bleichroder, who also was
formally connected with the Cologne-Minden Railroad, in which the
state had an important financial stake. The principal reason for
Bismarck’s growing reliance on and indeed intimacy with Bleichroder
was his trust in the banker’s judgment and intelligence. One of
Bismarck’s chief assistants of that time, Robert von Keudell, wrote that
by 1864 Bleichroder, “a man of unusual capabilities,” belonged to the
inner circle of lieutenants. “His intelligence was as lively as it was
penetrating, his memory reliable, his heart staunch and loyal.” Bismarck
ordered Keudell to keep Bleichroder briefed on “the state of foreign
policy, insofar as it was not to be kept secret, so that he could rapidly
and correctly understand those revelations” which Bismarck chose to
make directly to Bleichroder. The chancellor expected much of this
information to be communicated to Baron James, who, still according to
Keudell, “always had free access to the Emperor Napoleon, who allowed
him to speak openly not only on financial but on political questions as
well. This made it possible to send information to the emperor through
Bleichroder and Rothschild, for which the official route seemed
inappropriate.” As a consequence, Bleichroder used to call on Keudell
almost daily; he began to feel “like an auxiliary of the Foreign Office,



and he started calling Bismarck ‘our highly esteemed chief.” 758

Bleichroder saw Bismarck regularly in those two years, often as much
as once or twice a week. Keudell could not possibly have known all that
transpired between these two men in the privacy of Bismarck’s office.
Affairs of state were discussed along with Bismarck’s personal
investments—a subject that will be treated separately in Chapter 5.
Bleichroder conveyed as well as received political news. There was no
record of their conversations and only traces survive in Bleichroder’s
letters to friends, especially to Baron James. In those critical years,
Bismarck spent more time in Berlin than later, so that Bleichroder could
count on seeing the premier whenever urgent business required it; direct
correspondence was therefore rarer.>® Bismarck kept his associates in
separate compartments; only he himself knew all aspects of his policy.
Keudell was unaware—or unwilling to admit when he wrote his memoirs
in 1901—that from November 1863 on, Bleichroder not only conducted
occasional diplomatic maneuvers on Bismarck’s behalf but played a
central role in raising money for Bismarck’s ventures.

In November 1863 Bleichroder first suggested to Bismarck that the
Prussian state could sell its rich coal mines in the Saar area to a private
company.60 The Prussian state controlled a large part of the national
coal output, owning most of the Saar mines and some of the largest in
Silesia. The liberal business community in the Saar opposed the
monopoly and on practical and ideological grounds would have liked a
diminution of the state’s role. The sale of the Saar mines had already
been rumored in 1861, when it was said that the Paris Rothschilds had
offered 20 million taler for them. The story was quickly denied, but
recurred with extraordinary persistence.

Bismarck knew that Napoleon coveted the Saar coal basin. The French
emperor had referred to it explicitly when Bismarck called on him in late
October 1862 in order to sound him out about the chances—and the
price—of French neutrality in case of a German war. It is unlikely that
Bismarck told anyone of these Napoleonic dreams, which in any case he
had sought to puncture at once by insisting that William would never
consent to the cession of a single German village.61 Occasionally William
proved a stubborn obstacle to Bismarck’s plans, but more often he
provided a magnificent excuse that Bismarck could hide behind.

There is no indication that the Rothschilds were interested in the Saar



mines in 1863. The subject had come up casually in Bleichroder’s
correspondence with Baron James. There were, however, numerous
German companies that would cheerfully have bought the mines from
the Prussian state, leaving it with sufficient funds to carry on its
nonconstitutional life. On the other hand, the sale of the mines would
deprive the state of the annual yield. During the constitutional conflict,
the government raised the production of coal and derived about 2
million taler annually from this source.62 But the rumors persisted. Time
and again in 1864, French newspapers reported that the Saar mines were
to be sold, and William was annoyed when Austrian papers picked up
the same canard, trying to discredit Prussia in German eyes by
suggesting that these mines in the German borderland would pass into
French hands. The king, a man of simple honor, was furious at stories
that suggested another Plombieres—when Italy had paid Napoleon for
his help by ceding Nice and Savoy. The question of the mines was
shelved, for the moment. Bismarck returned to the subject in 1866, in
part precisely because he assumed that a Prussian victory over Austria
would have to be paid for by compensations to France. But that occurred
two years and one war later.

Still, Bismarck needed money for the approaching war with Denmark.
On December 7, 1863, Bleichroder wrote Baron James that the
government would ask the Diet for a loan of 10 million taler, which the
Diet would probably reject. The government would then raise the money
by asking for a voluntary loan. Two days later, the government did ask
the Diet for 12 million taler for likely military expenditures in
connection with the Schleswig-Holstein affair. It acknowledged that a
war chest of 21 million taler existed, but because of possible further
complications—presumably beyond the war with Denmark—this reserve
needed to remain intact.63 A commission of the Diet deliberated on the
government’s request and proposed that first of all a petition should be
sent to the king warning him against Bismarck’s “anti-German policy,”
which, the commission disingenuously argued, he might be unaware of.
Bismarck warned the Diet against such a petition and taunted the
deputies with the threat that they would be responsible if in the coming
war Prussia faced tiny Denmark with an inferior force. On December 18
the Diet accepted an address to the king, criticizing Bismarck’s likely
adherence to the London Treaty and cautioning the king against a policy



that “threatens to harm the country for a long time to come. Because of
the nature of the ministry, we must be afraid that in its hands, the
requested means would not be expended in the interests of the duchies
or of Germany, would not benefit crown or country.”64 Bismarck’s
spectacular successes in 1864 and 1866 made a mockery of these brave
words. No wonder that liberal self-confidence collapsed so completely in
those two years.

To Baron James, Bleichroder wrote on December 21 that the Diet’s
likely rejection of the loan would cause the government “great
embarrassment.” The Diet’s commission hinted that the government
could cover its needs from the state treasury, but Bleichréder remarked
that such an attempt “would be a great burden for the government.”65
The commission also advised that the state could live on its own by
alienating some of its property—the very idea that Bleichroder was later
to realize for Bismarck.

The commission’s report to the Diet quoted Bismarck as having said
that he wanted to use legally appropriated funds for the Danish venture,
“but if these were refused, then he would take them wherever he could find
them.”66 The deputies were outraged, for they were still unaccustomed to
Bismarck’s brutal candor.

On January 22, 1864, the Diet rejected the loan by a vote of 275 to
51, with the explanation that it disapproved the government’s intended
policy, which was at variance with the will of the rest of Germany and
which could only result in Prussia’s fighting a war in order once again to
hand over the duchies to Denmark. The more militant deputies opposed
Bismarck tout court; four days before the vote, Theodor Mommsen had
written to a friend that he found the prospect of Bismarck’s continued
rule—“this Spottgeburt of filth and fire”—unbearable, and added that it
would probably lead him to resign his Prussian professorship.67 Other
deputies hinted that for a “more national” policy of annexation funds
might be forthcoming. In any case, the deputies misjudged Bismarck. To
restore the status quo was but one of his alternatives. In their less
flexible minds they could never grasp that Bismarck harbored several
alternatives, hoping to realize the most desirable one that political
conditions would allow.

The Diet’s rejection of the loan had deeper reasons, and the Austrian
ambassador, Count Kérolyi, reported home that the clash between the



government and the opposition reflected

the sorest spot not only of the political but of the social divisiveness which is inherent in
the internal life of the Prussian state, to wit, the passionate hatred of different estates and
classes for each other. This antagonism, which did not originate with the three-year-old
struggle, which indeed dates back far beyond the year 1848 and which places in sharp
opposition army and nobility on the one hand and all other industrious citizens on the
other, is one of the most significant and darkest characteristics of the condition of the

Prussian monarchy.68

Even then, the two states were banking on each other’s political
bankruptcy.

The big question remained: Where could Bismarck find the necessary
money? The likelihood of war steadily increased. In late December,
Bleichroder could still assure Baron James that his “good source,” as he
always referred to Bismarck, “did not think there would be a war, unless
the Austrian foreign minister, Count Rechberg, were to be dropped, and
a liberal regime were to succeed him.” William and Prussian
conservatives generally wanted peace. They had no wish to be dragged
into a war with Denmark for what appeared to be non-Prussian aims.69
A month later, Bismarck told Bleichroder that “the foreign situation is
not good and so confused that no person could predict the outcome with
certainty.”’0 At the time, Bismarck posed as the defender of the status
quo ante but threatened that if the European powers interfered with the
imminent Austro-Prussian occupation of Schleswig, he would feel free to
embrace a more radical solution. By his seemingly conservative stand,
Bismarck made it easier for the British to rest content with pious pro-
Danish statements. Lord Palmerston, though pro-Prussian, was full of
bluster about England’s concern for little Denmark. Palmerston’s policy
was bluff, Queen Victoria was staunchly pro-Prussian, and the British
cabinet was divided on the Danish question to the end. The result was
inaction, and Bismarck’s pose made it easier for Palmerston to maintain
his verbal virtue.”1

Bismarck discussed the various alternatives for raising money,
including an offer from a South German consortium, headed by the
Frankfurt banker Raphael von Erlanger, who had offered the Prussian
government 15 million taler, despite the fact that several deputies had



explicitly warned private bankers that parliament would not honor loans
extended to the government without parliamentary authorization.”2
Bleichroder assured Baron James that “the idea of a loan payable to the
crown, as suggested by Erlanger, has been totally rejected.” Bleichroder
seems to have urged that the government mortgage the bonds of a loan,
already authorized by the Diet for railway construction, but not yet
issued. The bonds should be mortgaged to bankers who would supply
the government with immediate funds and sell the bonds later to the
public.

In his letter to Baron James, Bleichroder correctly announced that the
crown prince had already left for the northern army, and that the king
would follow soon. He predicted that internally the military operations
would be followed by further restrictions of the press and by a new
electoral law.

On February 1 Bismarck launched the Austro-Prussian invasion of
Schleswig, under a favorable European constellation. He had persuaded
the Austrians to join this two-pronged attack against the Danes and
against the smaller German states that sought to install the prince of
Augustenburg. Both powers invoked the London Treaty as the basis for
the joint attack, a stance that tended to neutralize Britain. Bismarck was
waging war together with Austria, traditionally a more powerful state,
but here his junior ally, with ill-defined aims and little prospect of
attaining even these. He had entered the path to supreme success,
though he could not divine the dangers and detours he would encounter
on the way.

On February 3 Bleichroder saw Bismarck again, and on Rothschild’s
instructions warned him again against Erlanger. All the Rothschilds
detested this Erlanger, who “was in his early days an employee, and
subsequently the confidential representative of the Rothschilds,” and
who then turned independent and developed his own successful House,
which in the 1850s often and by preference cooperated with other
Rothschild rivals and enemies, like the Pereires and the Foulds.73 The
Rothschilds bore implacable hatred toward all their former employees
turned rivals, and in this instance Bleichroder seems to have been
instructed to ask Bismarck that a “polemical article” against Erlanger be
placed in the Prussian press. Bismarck rejected this extraordinary idea,
but Bleichroder reassured Baron James that “in any case [the



government has been] carefully briefed about Erlanger.”74

But Bismarck still needed money. At the same meeting, he told
Bleichroder that Bodelschwingh continued to oppose a loan, whereas he
wanted 12 million taler from somewhere. A decision would soon be
taken. Bodelschwingh continued to balk at placing an unauthorized loan,
the more so as he insisted that he had “50 million taler at his disposal,”
though the source of that wealth remained obscure. The Berlin market
meanwhile was lifeless, and Bleichroder believed that “at the moment,
the capitalists here have kept 20 to 25 million taler uncommitted,
pending a clarification of the situation.”’5 These sums would be
available for the first attractive issue, such as a new Russian loan the
Rothschilds were contemplating at the time.|

During the first hectic weeks of the Danish war, Bismarck frequently
saw both Bodelschwingh and Bleichroder.76 Bismarck’s later insistence
that he left all economic matters to his ministers was a convenient pose,
but in fact he was deeply concerned that Prussia should have the sinews
of war.77

On February 25, Bleichroder reported that Prussia and Austria had
accepted the English proposals for an international conference, but that
military operations would continue and that Prussia hoped for some
“brilliant deeds such as the storming of the Diippel trenches.... These
seem to be needed for the gloire of the army.” Once again Bleichroder
correctly sensed the mood of Prussia’s ruler, for a fortnight later Roon
pleaded with the king that the army must “win some major victory in this
campaign,” and Manteuffel said simply: “In the present state of military
affairs, there exists no more important military object than the glory of
the Prussian army.”78 The gloire was needed for domestic purposes. The
people, one hoped, would rally to a victorious army and turn their back
on obstructionist parliamentarians.

Bleichroder predicted that at the projected conference Prussia would
support a personal union of the duchies with the Danish crown rather
than the claims of Augustenburg, as the rest of Germany desired. The
dispatches from France, he continued, were “favorable and the relations
are once again most friendly, so that an alliance of France, England, and
Sweden has become unthinkable.” And in the manner of the master
whom he had just left, he added: “The German states, though not
satisfied with Austro-Prussian policy, will calm down and at the most



protest.”79

And still, every day brought fresh news and dangers. Occasionally
Bleichroder transmitted some urgent news to Bismarck in writing instead
of orally. Thus, in mid-March, he informed Bismarck that the Austrian
press reported that “Denmark had refused the conferences!!! Garibaldi’s
disappearance from Caprera, reported yesterday, would be of great
importance, if true.”80 Bleichroder was right about Garibaldi’s
disappearance—three weeks later he surfaced in England and, much to
Queen Victoria’s displeasure, began to set out for a triumphant speaking
tour throughout Britain on behalf of “poor little Denmark.”8! Garibaldi’s
program was clear: to wrest Venetia from Austria; hence Austria’s
enemies were Italy’s friends. Had Bleichroder and Bismarck already
discussed Garibaldi’s potential usefulness against Austria? Why else this
hurried note about Garibaldi’s sudden and mysterious disappearance?

In early March the Prussian Bank, the Seehandlung, seems to have
initiated a secret agreement with Erlanger. Baron James was enraged
and denounced Bleichroder in what apparently was another stinging
letter. Bleichroder replied on March 14, in detail and innocence. Even
Bismarck had not known of this agreement with Erlanger, “was highly
annoyed,” and would rebuke Bodelschwingh. Bleichroder moreover had
followed Baron James’s suggestion to sound out the Frankfurt House
about Bismarck’s proposal that an already authorized loan of nearly 20
million taler be mortgaged against later issue. Frankfurt had replied that
Paris would “remain completely aloof” from such a venture.

In your interest and so as not to prejudice the government here I did not inform my good
source [Bismarck] of this refusal. On the contrary, I tried to make him believe that your
esteemed Houses would cheerfully lend their support to Prussian finance operations. If 1
erred in this matter, I could expect dissatisfaction from my good source, from you surely
only thanks for safeguarding your interests, and as between your good will and that of my
good source I did not hesitate a moment.82

The less so, one assumes, as to admit that the Rothschilds had refused to
help would have injured Bleichroder’s own position. The Rothschilds
rarely liked to finance foreign wars; but they liked it no better if rivals
vied for business they had spurned.

Bleichroder assured Baron James that he had once more told Bismarck



that the Rothschilds objected to any Prussian dealings with Erlanger.
Bismarck understood the Rothschilds’ jealousy, blamed Bodelschwingh
for the negotiations, but also mentioned a new offer by Erlanger, to raise
15 to 20 million taler as an advance against a loan which the Diet might
authorize later. Bleichroder replied that such an extravagant offer
exposed “Erlanger’s fraudulence in the clearest manner.” Moreover,
Erlanger and his fellow financiers apparently put little stock in the
explicit warning (already noted) of the Prussian Diet that it would
repudiate all private loans to the government which had been contracted
without its approval. We know that Bismarck took Erlanger’s offer
seriously and told the cabinet about it.83 In the end, as we shall see, he
found money elsewhere—and perhaps he exaggerated Erlanger’s
eagerness in order to stimulate among the money powers the kind of
rivalry he liked to stimulate and exploit among the European powers.2

Prussian and Austrian troops continued to make headway against the
heavily outnumbered Danes. On April 18 the Allied troops finally gained
their “glorious” victory, by storming the trenches of Diippel in eastern
Schleswig. Germans thrilled to this first victory in two generations,
though they were still suspicious of Bismarck’s mysterious diplomacy. A
week after Diippel, an international conference opened in London in
hope of finding a solution that would satisfy the various participants in
the struggle. Diplomacy did not avail, and by the end of June hostilities
were resumed. By this time, the outcome—the defeat of the Danes—was
a foregone conclusion.

It was a time of the most intricate maneuvering for Bismarck. In the
spring and summer of 1864 political problems were pressing on him
from every side, and still he worried about the material basis for his
various strategies. He needed money and he needed help—even after the
Danes were beaten in July. Few people at the time—and still fewer
historians later—realized the heavy burden which the financing of the
war placed on Bismarck’s unconstitutional regime. “The entire summer
of 1864, the ministers were concerned with the question of how to cope
with the decline of liquid funds due to the Danish war.”84

In early May, Bismarck told Bleichroder that the cabinet was
deadlocked over the further mortgaging of the earlier 4% percent
Prussian loan.85 Alarmed by the bearish effects of higher discount rates
abroad, Bleichroder urged Bismarck that the necessary operations be



carried out “as soon as possible.”86 For more than a month and despite
almost daily conferences between Bismarck and Bodelschwingh, no
decision was taken.

On June 12 a ministerial council took place, at which the ministry
decided unanimously neither to recall the Diet nor to ask for a loan until
all other means to cover the extraordinary war costs had been
exhausted. On all other issues, the cabinet was divided. A majority of the
ministry—five votes against three—decided to cancel pending tax credits
and thus raise funds before calling the Diet. A different majority resolved
that it would be “impossible” to float a loan authorized by the Diet for
the building of a Silesian railroad and divert it to other purposes. The
majority of the ministry also decided against trying to obtain a loan
without the Diet’s authorization. No decision was taken on whether,
when the time came, it would be preferable to convene the old or call
for the election of a new Diet.87

A crown council held the next day, in the presence of the king,
continued the debate. First, Bodelschwingh announced that until the end
of May, the costs of the Danish war had amounted to 17 million taler
and had been covered by past surpluses, amounting in 1863 to
5,300,000 taler, and a state treasure of 16 million taler. Bodelschwingh
mentioned other sources of possible income, such as had been discussed
and rejected on the preceding day. He urged, however, that before the
treasury was entirely depleted, the Diet be asked to authorize a loan to
meet the additional costs of the Danish war. The minister of the interior,
Count Eulenburg, had urged a similar course in April 1864.88

Bismarck and Roon violently opposed this plan. They wanted to float a
loan without the Diet’s authorization, by resorting to emergency powers.
Bismarck explicitly referred to the offers of various bankers who
demanded only the signature of the finance minister or at most of the
entire ministry, and he insisted that one of them be accepted. A major
war might break out and “the article of the Constitution could not mean
that the king in such an eventuality would be compelled either to submit
to the conditions of the Diet or to give up the country to the enemy.” In
short, he wanted to make sure that in case of future wars governments
would be able to bypass parliament rather than have to meet
parliamentary terms for necessary funds. Bodelschwingh and most of the
ministers rejected this further flagrant violation of the Constitution of



1850 and, as the finance minister emphasized, of the state debt law of
Frederick William III of 1820, which prescribed the approval of the
estates for the contraction of new debts. “As long as the ministers of His
Majesty must consider themselves bound by their oath to maintain the
Constitution, it cannot be considered compatible with this oath to accept
a state loan without prior authorization of the Diet.” Bodelschwingh also
opposed Bismarck’s other subterfuge, the use of authorized loans for
railway construction for entirely different purposes. The majority of the
council seems to have supported Bodelschwingh against Bismarck. No
decision was reached, but the king ordered the collection of outstanding
tax credits and the use of other available funds.89

A little later, Bismarck thought of saving 4,500,000 taler in three
months by a reduction of troops. This would have obviated other
measures, and foreign opinion would have been impressed by Prussia’s
ability to finance a major war from regular income. In this way, “nobody
would be able to form an opinion about the financial strength of Prussia.
The credit of Prussia’s finances would be raised in a brilliant manner,
and the position of the government would be strengthened anew.”90

That Bismarck was worried about foreign estimates of Prussian
solvency was amply demonstrated by the fact that the day after the
inconclusive crown council, he called in the Austrian chargé d’affaires,
Count Chotek, and for his benefit drew a cheerful picture of Prussian
finances. Bismarck admitted, as was widely rumored anyhow, that some
of his colleagues wanted to go to the Diet again and request a loan. He
was opposed: “In the first place, no financial necessity exists.” Even
without the state treasure of 40 million taler, which Bismarck said had
remained untouched, “the councillors of the crown had at their disposal
35 million taler without even asking anybody,” and he itemized the
various reserves. In addition to this total of 75 million taler—apparently
a happy fantasy of Bismarck’s which Bodelschwingh certainly did not
know about—the Prussian government, he boasted, had been offered
“considerable funds” from private bankers in western Germany and
Holland.

He admitted that there were also political motives for not calling the
Diet: “Bismarck added confidentially, ‘Ah, if one could only get rid of
this whole dirty business known as parliamentary constitutionalism.” ”
At the end of this at once so candid and so mendacious interview,



Bismarck assured Chotek that if a renewal of the war necessitated
summoning the Diet, and if it again refused a loan, “an immediate
change of the Constitution would appear justified. He had the
satisfaction of knowing that in this all his colleagues—even the
particularly anxious and legalistic minister of justice—agreed with
him.”91 Bismarck’s calculated chat with Chotek attests his wish to
impress Austria with Prussian prowess, military and financial.
Throughout this period of tangled Austro-Prussian relations, when every
means of policy ranging from alliance to war was simultaneously
contemplated, Bismarck strove to dazzle and confuse Austria by a
display of Prussian power and initiative. He realized that Prussia, though
smaller, was potentially stronger than the seemingly richer Austrian
Empire. Bismarck’s triumph over Austria was consciously won against a
background of economic superiority.92

But Bismarck’s ministry was still worried about money. While the
chief was in Karlsbad, together with William and Francis Joseph, the
Prussian ministers met again on July 6. Eulenburg reported that the
threat of dwindling reserves had led him to go to Karlsbad to plead with
William for an early request to the Diet for a loan. The king replied—and
the answer had a Bismarckian flavor to it—that if the Diet were to be
recalled, he would feel compelled to return to Berlin, despite his doctor’s
urgent warning against an interruption of his Kur. The ministry, then,
had to choose between the king’s and the treasury’s health and
unanimously chose the former. Bodelschwingh continued to fret. He was
afraid that the government would procrastinate until its last reserves had
been exhausted.

The cabinet rehearsed all the old arguments, with Roon taking the
place of his absent friend and master. He insisted that “in case of urgent
[financial] need for the continuation of the war a state loan could be
contracted on the basis of articles 63 and 103 of the Constitution, even
without the approval of the Diet, in the manner of a provisional decree
which would constitutionally have full legal power.” Roon’s argument
was rejected by all present, and it was decided to prepare the
convocation of the old Diet for no later than August. At that time, the
government would request a loan to cover the expenses of the war, but
would reject all participation in the Diet’s proceedings pertaining to
other questions and would set the Diet a deadline for action, after which



it would be dissolved. Roon agreed to this plan, which, if implemented,
would have brought about a complete fiasco. Bodelschwingh and his
colleagues apparently sought to defend the Constitution to the point of
wrecking it altogether.93 On July 12 Eulenburg gave the cabinet a draft
of a memorandum to the king concerning the reconvening of the Diet,
but the urgency had diminished.%4

Between the two cabinet meetings, the war against Denmark had
entered the final stage. On June 26 the armistice had ended and Austro-
Prussian troops resumed their invasion of Denmark. On July 8 a new
cabinet was formed in Copenhagen for the express purpose of seeking
peace. In the preliminary peace of Vienna of August 1 and in the final
treaty of October 30, the Danish king ceded Schleswig-Holstein and
Lauenburg to Austria and Prussia.

The Danish war was over. Bismarck had scored his first great triumph:
he had humbled and defeated Denmark without provoking the Concert
of Europe. He had hitched Austria to Prussian aims and had pulled her
away from her remaining and natural friends, the southern and middle
German states. Bismarck’s liberation of the duchies, so dear to the hearts
of German patriots, had weakened and divided his opposition at home.
But the triumph over Denmark settled very little. The most intractable
problems remained: What should be done with the duchies? What was to
be done with the Confederation? How was the internal conflict in
Prussia to be resolved?

Bismarck had won a first round, deviously, brilliantly, barely. The
domestic conflict had spurred him on in the adventure abroad—and had
impeded him in its pursuit. He was still governing unconstitutionally,
that is without a budget that authorized expenditures. He was still in a
precarious and lonely position, more hated by far than loved. And he
still had a desperate need for money. In the meantime, he had found a
resourceful and shrewd adviser in Bleichroder, who in turn found that to
be ensconced between Bismarck and the Rothschilds was a uniquely
favorable position. He would spare no effort to keep and strengthen that
position.

* As early as 1861, Bleichroder was importuned for money by Prince Charles, the son of



Frederick William III and a member of the ultraconservative clique in Berlin. Kiihlow’s notes, BA.

T Rothschild often charged Bleichréder with little special commissions, like recommending a
particularly good gardener or finding a pheasant specialist who could collect the best of the
species near Prague and bring them by train to Paris, with Bleichréder responsible for itinerary
and all details. For his troubles and expenses, he would occasionally receive a fine paté de foie
gras or some other delicacy. In that delightful and yet precise gift-exchanging world of the mid-
nineteenth century, the selection of appropriate gifts and the execution of commissions must

have been a time-consuming business for Bleichroder.

* How Bodelschwingh regarded this call to join the ministry can be gleaned from a hitherto
unnoticed letter which he wrote, probably to Bismarck, on September 27, acknowledging an
inquiry whether he would be ready to serve in the new government. He was pleased by the turn
of events which he took “as clear evidence for the will to offer decisive resistance against
democracy and parliamentary regime—for which God may give His blessings. The high
seriousness of the situation and the physiognomy of the Diet, now entirely unmasked, are
certainly designed to frighten one off from entering the ministry and if one thinks of oneself or
one’s family to restrain one from doing so ... but the king by God’s Grace has by right to count
on all his subjects who with fidelity bend themselves before God’s order and will.” DZA,
Merseburg: Zitelmann Nachlass.

8 A friend of Bleichréder’s and an associate of Baron James, Victor Benary, once urged
Bleichroder to visit the Baron in Ostend: “You know how good and necessary it is to talk with
Baron James from time to time. It helps business more than twenty letters.” Benary to
Bleichroder, 1 Aug. 1865, BA.

I This Russian loan precipitated one of the sharpest contretemps between Bleichroder and
Baron James. On February 23 Baron James accused Bleichroder of being indiscreet in this matter,
and two days later Bleichréder replied: “Neither in this nor in any other affair which involves the
interest of your house have I committed an indiscretion—this be sworn with the holiest of oaths.”
He urged Baron James to trace the source of this leak to other bankers, such as Kapherr in St.
Petersburg and Robert Warschauer in Berlin.

a Bleichroder must have persuaded Baron James of his innocence, for relations quickly
resumed their unequal intimacy. To attest his loyalty still further he bought and presented to his
Paris master in May 1864 an exceptionally rare fifteenth-century bijou “as a feeble token of my
deep gratitude.” 5 May 1864, RA. Such gifts serve to brighten even the closest of business
relations. They reflected more, however. There was substance as well as perfect form in
Bleichroder’s letter welcoming Baron James’s approaching visit to a German spa because it would

give Bleichroder a chance “to give proof in person of my love and devotion.”



CHAPTER 3

Between the Throne
and the Gallows

In the year 1866, he [Bleichréder] put at my disposal the necessary money for war. That
was an undertaking which, under the circumstances of those days, when I was almost as

close to the gallows as to the throne, compels gratitude.

—Bismarck in retirement

he war had brought Prussia glory and Bismarck some grudging
admimdtion among a few of his erstwhile enemies. The war had not
resolved any of his difficulties. It had created new ones. It had not solved
the constitutional conflict; it had not solved the dualism in Germany; it
had depleted Prussia’s treasury. More than that: the war had hastened
the moment when the two great powers in Germany would have to settle
their conflict one way or the other: peacefully or by war. The war
against the Danes had brought the two German rivals together; the
division of the spoils would determine whether the alliance had been a
step toward some form of peaceful reconstruction of Germany or a mere
postponement of the fratricidal war. The duchies had been ceded to
Austria and Prussia. Their disposition could not wait forever. The
military operations had been simple; the aftermath was excruciatingly
difficult.
In the summer of 1864 Bismarck himself did not know the way—Ilater
historians who have attributed a kind of clairvoyance to him
notwithstanding. His aim remained constant: the aggrandizement of



Prussia in Germany (of which the annexation of the duchies would be
but symbolic rather than substantive) and the preservation of Prussia’s
social and political system. In his means he was forever flexible, forever
fascinating. His very greatness as a statesman depended upon his ability
to temporize, to seek and sometimes to prepare the right moment, the
sudden opportunity, which he then exploited with daring speed and
skill. Long-range planning would perforce have narrowed choices.
Bismarck elevated the perfectly human reluctance to make choices into a
supreme political virtue. His genius was at its best in devising “a strategy
of alternatives.”!

The early years of Bismarck’s rule, which were also the most difficult,
made the greatest demands on him and thus revealed the magnitude of
his character. It may be far-fetched, yet illuminating, if in thinking of
Bismarck in that phase of his life one recalls a quality that Keats, after a
disquisition with Dilke on various subjects, once defined for men in
realms other than statecraft: “Several things dove-tailed in my mind, and
at once it struck me what quality went to form a Man of Achievement,
especially in Literature, and which Shakespeare possessed so enormously
—I mean Negative Capability, that is when a man is capable of being in
uncertainties, mysteries, doubts, without any irritable reaching after fact
and reason....”2 Bismarck’s mind was divided between certainties and
uncertainties, but few statesmen could have lived with as many
dangerous uncertainties for as long as he did.

The fundamental question was the reconstruction of Germany—an
issue held over from 1848, understood by Bismarck in the 1850s at
Frankfurt, postponed from the first clash over the Congress of Princes in
1863. Put at its simplest, the question was: Would Germany be
reconstituted with or against Austria? Would Austrian weakness and her
growing troubles with the Magyars make her accept Prussian hegemony
in the North or would her debility offer Prussia a propitious moment for
war? If the latter, then Bismarck had to be sure that the favorable
diplomatic constellation would hold, that Napoleon III would not seize
the moment of Prussia’s attack in order to demand “compensations”
along the Rhine, that England and Russia would not intervene in so
drastic a reordering of Europe. If there was to be a showdown, then
Prussia’s diplomatic and military preparations had to be intact and
superior to Austria’s. Nor was it easy to walk through the minefields of



European politics while at home the Diet was still at war with the
government, and the constitutional conflict no closer to a solution.

This much historians have acknowledged. What they have ignored is
one specific consequence of the constitutional conflict for Bismarck’s
statecraft: his constant worry about money. The Prussian treasury was
the poorer for the expenses of the Danish war; the Diet proved
recalcitrant when asked to replenish the coffers. In the two hardest years
of his political life, between 1864 and 1866, Bismarck needed money for
the Prussian state in case of war, and sought to deny money to Austria so
as to obstruct her preparation. The major works on Bismarck overlook
this mundane fact—and thus could more easily ignore Bleichroder’s
signal role.”

Bismarck was both magnificently daring and scrupulously prudent. In
his dealings with Austria, he advanced and retreated, bullied and
conciliated, grasped and delayed opportunities—until everything had
ripened. The availability of money was not the only reason for that
flexibility of means, for what has so well been called his “diabolical
simultaneity” in dealing with Austria.3 But it was one crucial element,
and one that he could never acknowledge publicly without revealing
Prussia’s weakness. No doubt he wished he did not have that extra
worry. Perhaps at times he thought it undignified, as a poet might resent
the exigencies of practical life. But Bismarck understood that the historic
price of unconstitutionality was fiscal stringency, and he coped with the
consequence until he could conquer the cause.

Denmark had surrendered the duchies to Austria and Prussia on August
1, 1864. Bismarck wanted them for Prussia and found German
nationalist-liberal sentiment for the Augustenburg dynasty an execrable
nuisance. As early as May 1864, Bleichroder wrote Baron James that
while the fate of the duchies was still “totally confused, public opinion is
being strenuously manipulated and mass petitions are sent to the king
pleading that Schleswig should after all be given to Prussia.”# If this
were done, he continued, Prussia’s internal situation would improve, the
Diet would make generous concessions to the government, “and
particularly the loan would be approved.”>

The future of the duchies, however, could be decided only in



conjunction with Austria. Under what circumstances and for what price
would Austria continue the alliance with Prussia? Would the old plea of
conservative solidarity against “the revolution,” which Bismarck had
intoned so often, disarm Austria once more? Or would the long dualism
in Germany, the rivalry of the two major powers within the
Confederation, finally have to be settled by blood and iron, as Bismarck
had so often predicted, beginning with his years at Frankfurt?

Bismarck held most of the trumps. He was on the offensive, Austria on
the defensive. He knew he wanted the duchies and Prussian hegemony
in North Germany. Austria had no plans for the duchies and found this
fickle ally that wooed and bullied her by turns hard to fathom. Bismarck
sought to keep Austria dependent on Prussia, while cultivating Prussia’s
relations with the rest of Europe. The key figure was Napoleon III,
champion of nationalities but presumably also guardian of German
disunity: Could Bismarck persuade that “sphinx without secrets” to
continue an anti-Austrian course so as to complete the work of Italian
unification, while accepting Prussian hegemony north of the Main? In
the summer of 1864 Prussia had more friends and fewer enemies than
Austria. Austria, moreover, was on the brink of bankruptcy, and Prussia
was potentially rich, provided Bismarck could devise means to tap
Prussian wealth. Isolated and financially exhausted, Austria had to face
the wily machinations of an infinitely resourceful challenger.

In August 1864, at the celebrated Schonbrunn Conference, Bismarck
suddenly suggested that Austria should consent to Prussia’s annexation
of the duchies, and in return Prussia would aid her, if and when a
favorable moment arose, in the reconquest of Lombardy.’ It would have
been a great reactionary program, anathema to all liberals and
nationalists alike, but would have corresponded to one of Bismarck’s
projected futures: the conservative alliance of the two German powers
(presumably backed by Russia), with Austria content to find its destiny
in southeastern Europe, while leaving Prussia to dominate the north. In
Schonbrunn, Count Rechberg, the Austrian foreign minister, took
Bismarck at his word and sought to nail Prussia’s commitments in such a
way that it would not get the duchies until Austria had received its
prize. This had not been Bismarck’s intention: he thought Austria should
pay at once, Prussia later, if ever. When the Austrians would not accept
this, he dropped the scheme, and for two years no definitive solution



concerning the duchies was reached.

The presumption of Schonbrunn was peace and the continuation of the
alliance. The duchies remained under an Austro-Prussian condominium.
Bleichroder was skeptical and two weeks after the conference warned
Baron James

that the great intimacy with Austria has reached its term and a chill will follow.
Schleswig’s future is still deeply veiled. My good source still thinks that we must reach an
understanding with them [the French] and keep Schleswig-Holstein for Prussia. Russia
would not object, and Austria and England would remain silent, however unhappy they
might be. For the time being this ideal is frustrated by the will of the monarch, who,

because of the crown princess, is inclined toward the duke of Augustenburg.®

It was a Bismarckian message par excellence, a blend of candor and
design: Bismarck wanted the French to think that his alliance with
Austria was shaky, that he coveted the duchies and needed the French—
but there was more between him and the duchies than a sentimental
king egged on by his English daughter-in-law. Still, the king needed
education, as did Bismarck’s colleagues.

Bleichroder’s prognosis was quickly confirmed. Commercial issues
suddently threatened Bismarck’s balancing act with Austria. At the end
of June some of the middle states accepted the renewal of the Zollverein;
Austria was chagrined and hoped that the possibility of her eventual
entry into the Zollverein would be formally reaffirmed. For political
reasons Bismarck wanted Austria placated in form, though not in
substance, and if Austria cherished “this utopia,” as he called it even to
Count Rechberg, then Bismarck was willing to pretend it had a flicker of
life left.” On matters of substance Bismarck was unyielding: despite
Austrian dismay, he insisted on the conclusion of an Italian commercial
treaty, because in this instance “the future material interests should not
be damaged by political considerations.”® Bismarck was determined to
consolidate Prussia’s economic leadership in Germany, both because it
further weakened Austria’s position and because it brought material
benefits to the Prussian bourgeoisie and might dampen its constitutional
fervor. At the same time, he hoped to keep Austria in line, and the
conservative, pro-Prussian Count Rechberg in power. He urged Rechberg
to place political above material interests and to preserve the Austro-



Prussian alliance: without it “our monarchs [might not be] equal to their
subjects.”® It was a distinction he did not himself believe in.

But Bismarck’s colleagues failed him: while he was recovering his
strength in Biarritz, politicking with Napoleon and frolicking with
Katherine Orlov, they slammed the door against even the possibility of
later negotiations concerning Austria’s entry into the Zollverein. At the
end of October, consequently, Count Rechberg fell, a victim of the anti-
Prussian party in Vienna, which claimed that Rechberg’s policy had
borne no fruit.

Rechberg’s dismissal created new uncertainties and rendered less
likely the survival of the alliance. Vienna became restive, and so did
Bismarck. But did he at that time aim at an ultimate break with Austria,
as many historians have claimed, or would he have been content to gain
his immediate and minimum ends without war? The record is
ambiguous. On the one hand, we see Bismarck’s brutality toward
Austria, consonant with his oft-expressed view that a final showdown
between the two German powers was inevitable. On the other hand, he
took extraordinary pains not to precipitate a war, and he engaged in
many maneuvers in order to reach a peaceful solution. Some historians
have argued that the latter were feints; perhaps so. Bleichroder took
them seriously, and his important role in the ensuing two years supports
the view that Bismarck would have been satisfied to gain the duchies
without war and to defer the reconstitution of Germany until a later
time.

Bleichroder was needed in domestic matters, too. Whatever course
Bismarck finally chose abroad, peace or war, he would need money,
whether he bought or fought for the duchies. And if he needed money,
he needed Bleichroder with his excellent connections in the whole world
of finance. Bismarck came to call on Bleichroder for other missions as
well, and he did this the more avidly as his official staff, including most
of his key ambassadors, came close to sabotaging his efforts in this
period. Count Goltz in Paris and Count Usedom in Florence, in
particular, were opposed to his policies and his person. The loyal
Bleichroder with his shrewd intelligence and international ties proved a
welcome complement. Bismarck needed Bleichroder to mobilize Prussian
funds; he used him as well in order to deny funds to Austria. He
employed him in what probably was his favorite scheme to obtain his



minimum demands: the purchase of Schleswig from Austria, which
would aggrandize Prussia and humiliate Austria. At times, Bleichroder
took the initiative and hoped to win Bismarck’s support for some
particular enterprise that promised to combine profit and patriotism.

Two days after the Danes had signed the preliminary peace of Vienna,
Bleichroder wrote Bismarck: “I approach you in deepest admiration in
order to wish you and the Fatherland Hail and Good Fortune on the
occasion of the victories which were won by the determination of His
Majesty the King, by the wisdom of Your Excellency, by the heroic feats
of the loyally united great German powers.” In order to bring prosperity
to the newly liberated population, for so long exploited and “considered
as fellahs” by the Danes, Bleichroder urged the creation of a Schleswig-
Holstein Landesbank with the primary aim of providing easy credit. The
bank, with the right to issue notes, would also help in the collecting of
the prospective war indemnity and in the building of the important
Nord-Ostsee Canal. The Rothschilds and the Hamburg House of Salomon
Heine had already pledged their support, and hence the enterprise—so
useful to Prussia and presumably so profitable to its sponsors—could be
organized at once. Bleichroder asked Bismarck to advise “the
appropriate quarters to facilitate the execution of my project.”10 The
bank was never founded, but the attempt to do so brought together
Hansemann of the Disconto-Gesellschaft and the Frankfurt Rothschilds,
who had only recently been bitter rivals, and Bleichroder’s letter
demonstrated anew his expectation of reciprocal favors and services.
More than that, Bleichroder’s suggestion sprang from his obvious belief
that Prussia’s material initiative in the duchies would bring with it
political preponderance as well.”

No sooner had the war ended than the Prussian ministry returned to
the troublesome question of its financial resources. In the summer and
fall of 1864 Bismarck was mostly away from Berlin, and Roon
shouldered the heavy burden of political business as well. The financial
question weighed heavily upon him, the more so as he found
Bodelschwingh exasperatingly incompetent. In July Roon consulted his
best friend, the historian Friedrich Perthes, as to whether the
government should convene the Diet and ask for war subsidies.
“Bismarck and I are decidedly against it because one cannot let the king
solicit these people for money a second time; by granting it, they have



the opportunity of rehabilitating themselves in the eyes of the
unreflective multitude; by denying it, they would dangerously impair the
credit of Prussia in a political as well as in a financial sense.” The other
ministers, Roon continued, wanted the Diet called, speculating that the
opposition either would be intimidated or, if still recalcitrant, “would
ruin parliamentarism in Prussia forevermore.”ll Roon prevailed because
the government did not need any immediate loan or credit. It had spent
less than a quarter of the state treasure, wrote Bleichroder, and “because
of the high revenues, our coffers are full.”12 A month later, Roon
counseled gradual demobilization in order to save money “so that we
will not fall into the hands of a ... disorderly Diet.”13 In the preparation
of the budget for 1865, Roon again quarreled with Bodelschwingh, and
in the fall of 1864 he thought of resigning. Bleichroder heard of serious
differences in the cabinet, and wrote Baron James that Bodelschwingh’s
resignation was expected shortly.14 Neither minister resigned, and their
unwilling collaboration continued.”

The regular session of the Diet opened in January 1865. The battle
lines remained the same, but the balance of power and prestige had
changed decisively. “Many deputies yearned for a settlement,” and
Bismarck and Roon were willing to test the possibility of a
compromise.l> Two issues were still at stake: the army reform and
parliamentary control over the budget. The military victory had dazzled
many deputies; their resoluteness had weakened while the king’s had
become more dogged and invincible than before. The opposition
deputies still balked at surrendering the one basic right to which they
had clung since the beginning of the constitutional conflict: the right to
appropriate funds and approve their disbursement. A loan to the
government would further weaken the Diet’s nominal control. The
liberals once again bravely protested the many acts of tyranny and
arbitrary rule, but they had little hope of redress. Amidst frustration and
frequent outbursts of temper, the Diet’s session dragged on to its
predictable end by dissolution: the session achieved nothing except to
render parliament still more futile and irrelevant.

The king’s opening address, drafted and read by Bismarck, was
conciliatory in tone, but not in substance. The great victories, the king
claimed (and worse, believed), had been due to his reorganization of the
Prussian army. In fact, the new measures had not yet been implemented



and the military successes had been the work of the old army. The king
now urged the Diet to accept the reforms, to render their
implementation constitutional and thus to liquidate the constitutional
conflict. But the liberal majority, though split on other issues, could not
yield on this point, and William, duly pressed by the imperious
Manteuffel, vetoed a genuine compromise, favored by Roon and
Bismarck, i.e. the dropping of the three-year term of conscription. On
March 27, by an overwhelming majority, the Diet rejected the 1865
budget and accepted its commission’s conclusion that the proposed
military appropriations should be reduced, while social and educational
expenditures needed to be increased. A month later the Diet rejected the
military reorganization bill in its entirety. For a time Roon succumbed to
despair, worn out by all the futile fighting: “I have the feeling, nay the
certainty, that one must act.” And if action proved unfeasible, then “I
can only prophesy for myself Strafford’s fate [Charles I's minister,
executed in 1640] and the onrushing revolution will triumph over the
flag ... then finis Borussiae.... I am at the end not of my strength but of
my patience and sang froid. And hence I am dispensable, and it is time
to go.”16

In early April, Roon as naval minister introduced a bill authorizing the
government to spend 19 million taler for naval purposes, including the
fortification of Kiel, in the next six years, 10 million to be covered by a
new loan. Since 1848 the navy had been the dream project of liberal
patriots. Bismarck once more confronted his liberal opponents with an
unpalatable choice: surrender your dreams or your principles, veto the
navy or vote credits to the government, even if its policy is
unconstitutional. Reluctantly, the majority prepared to scuttle the naval
appropriations, and triumphantly Bismarck denounced them for their
loss of “maritime ambition,” for their failure to exploit Prussia’s victory,
which had given it a condominium over Kiel, which Prussia alone meant
to fortify and keep. Bismarck mocked the deputies’ “negative impotence.

. If you conquered Diippel ... with the rejection of the loan we
demanded then, then I have hopes that out of your rejection of a loan
now, a Prussian fleet will emerge.”17

In May Bodelschwingh gave the Diet a résumé of the extraordinary
expenses incurred during the Danish war. The total bill came to
22,500,000 taler, of which less than half had been taken from the state



treasure the rest from surplus income. The government asked the Diet’s
retroactive sanction for this use of the state treasure, made necessary by
the Diet’s rejection of the government’s earlier request for a loan. Once
more the Diet had to choose between surrendering its principles or
rejecting support for a victory which had proved as popular with the
deputies as with the people at large.18

Doggedly, the Diet denied all demands for money. With overwhelming
majorities, it rejected the naval appropriations, the funds needed for
military reform, and on June 13 declared that the government’s recourse
to the state treasure without the Diet’s authorization had been
unconstitutional and that the ministry would be held accountable for
these funds. On the same day, Bismarck delivered a scathing attack
against the opposition, implicitly accusing the deputies of treason for
obstructing the king’s foreign policy and facilitating the work of Prussia’s
enemies. He knew that many of the liberal deputies had thrilled to
Prussia’s victory; to accuse them of a lack of patriotism would hurt their
persons and their political fortunes. On June 17 Bismarck closed the
Diet, lamenting that “instead of achieving the much-desired agreement,
the end of the session leaves once again the impression of the mutual
alienation of those forces which had been called together to
collaborate.”19

The session ended on a particularly bitter note. A fortnight before,
Bismarck had challenged Rudolf Virchow, the distinguished scientist and
one of his chief opponents, to a duel, because Virchow had questioned
his veracity. Even Bleichroder was shocked at this anachronistic
extravagance and told Keudell of his misgivings; Keudell sent him
several notes about the intricate behind-the-scene negotiations to call off
the duel, and Bleichroder hurriedly informed Baron James when the
duel had been canceled.20 Bismarck’s irritability reflected his uneasiness
about the continued conflict. He had scored one triumph and still
parliament held out; in the summer of 1865 Bismarck did not know for
certain that he would be able to carry off another great victory without
the Diet’s financial support. And how many victories would it take until
parliament accepted the military reform and compromised its other
demands? Bismarck’s dilemma persisted: in order to gain victories
abroad which would finally compel the Diet at home, he needed money,
which the Diet was unwilling to give him. And in the meantime could he



drag his timid and unimaginative councillors further along
unconstitutional paths in the search for new and necessary funds?

Bismarck’s search for funds was carried out against the background of
ever worsening relations with Austria. In November 1864 Austria’s new
and inexperienced foreign minister, Count Mensdorff, thought he could
force Bismarck’s hand by proposing that the duchies be converted into a
new principality, preferably under Augustenburg; if the Prussian
government would not curb its annexationist appetite, then Austria
would have to be compensated by equivalent territorial gains, either in
Silesia or from the Hohenzollern possession in Wiirttemberg.21 For weeks
and months, Bismarck eschewed giving a definite answer, hoping that
Austria would weary or that the international situation would prove
even more auspicious. In the meantime, he spoke of “magnificent money
equivalents” that would be able to restore the Austrian currency.22
Territorial compensations, he insisted, were nonnegotiable, because
William would not hear of them. In February he finally specified
Prussia’s conditions for tolerating Augustenburg’s rule. The new state
would in effect have to become a Prussian protectorate, and its army and
navy would have to be amalgamated with and subordinated to the
Prussian army. Two days before he delivered these exorbitant demands,
he wrote Goltz a letter defending his policy of trying to preserve the
Austrian alliance. It could still yield benefits.

I think it more useful to continue for a while the present marriage despite small domestic
quarrels, and if a divorce becomes necessary, to take the prospects as they then prevail
rather than to cut the bond now, with all the disadvantages of obvious perfidy, and

without now having the certainty of finding better conditions in a new relationship later.23

The quarrels became ever more explosive. Austria found neither
Bismarck’s conditions nor the existing condominium palatable. If the
Austrians showed any initiative of their own—such as permitting, let
alone encouraging, Augustenburg agitation in Holstein—Bismarck, with
his customary insolence, posed as the injured. With a wily, ruthless
partner like that, it was indeed hard to preserve the marriage. By turns,
Bismarck bullied and threatened, conciliated and charmed, alternated
between mystifying vagueness and baffling candor. The Austrian
diplomats in Berlin, Counts Kéarolyi and Chotek, never quite fathomed



Bismarck’s game. They were reasonable and conventional men—and no
match for Bismarck’s cunning. If ever husband kept wife on tenterhooks,
alternating embraces with rebuffs, declarations of loyalty with feints of
outrageous flirtations, it was Bismarck in his treatment of Austria.
Lacking Bismarck’s aggressive resourcefulness, Vienna left him the
initiative.

Austria’s first reaction to Bismarck’s demands was stunned surprise.
Francis Joseph told Baron Werther, the Prussian ambassador, that they
were “totally unacceptable.”24 At the same time, Count Moritz
Esterhazy, minister without portfolio in the cabinet and highly esteemed
as a keen political mind, confided to Werther that Prussian annexation
seemed inevitable, that an honest and open annexation was preferable to
the disguised form proposed, although it would leave Austria humiliated.
To Werther’s rejoinder that only a monetary, not a territorial,
compensation would be possible, Esterhazy replied that if the former
“were high, he would not reject it,” though the emperor considered such
a scheme dishonorable.25

At the same moment, Bleichroder began secret negotiations with an
influential friend in Vienna, Moritz Ritter von Goldschmidt. In 1820, at
the age of seventeen, Moritz Goldschmidt accompanied his distant
relative, Salomon Rothschild, from Frankfurt to Vienna, and for more
than half a century was the senior associate of the Rothschild Bank in
Vienna. As the Rothschilds’ closest collaborator, Goldschmidt had
received important favors and dispensations from Metternich, whom he
saw frequently, and from the court, dispensations without which a Jew’s
life in Vienna was still burdensome. (His son remembered particularly
his exemption from wearing a still-compulsory yellow badge.)
Goldschmidt was on excellent terms with all the Rothschilds, and many
of his relatives worked in the different Rothschild banks.26 He and
Bleichroder had been friends for years; both were hommes du monde,
with entry to their respective courts and to Europe’s international elite,
and both were faithful Jews who regarded their Jewishness as a special
bond between them. It was to Goldschmidt, then, that Bleichroder
turned at the end of February in order to see whether the two of them
could arrive at some kind of “compensation formula” that would satisfy
Austria and give Prussia the duchies.

Bismarck knew of and encouraged Bleichroder’s initiative—he may



indeed have commissioned it. Bleichroder’s efforts, duly authorized,
were part of Bismarck’s strategy. Bismarck had many lines open
simultaneously: this was one of them, and if the peace-loving banking
brethren could devise a plan which would satisfy Bismarck’s minimum
ambitions without war, that might prove a welcome Provisorium. Rumors
of such a deal abounded: “The idea of a financial transaction, aired in
the newspapers since January [1865], had gained ground, especially in
banking circles.”27

Bleichroder and Goldschmidt had a long and intimate correspondence,
of which, unfortunately, only Goldschmidt’s letters have survived. On
March 1, 1865, Goldschmidt wrote, agreeing with his “most esteemed
friend” that the difficulties between Vienna and Berlin arising from the
duchies were mighty; “and I do not see how these can be eliminated,
however much trust you have in our (!!!) mutual good will to collaborate
in this endeavor. What can our collaboration, dear friend, effect in such a
world matter?”28 He complained that Bleichroder’s hints about material
compensations were vague and concluded, “You have to express yourself
clearly, because with obscure phrases one cannot do such business. Tell
me clearly what is wanted. I will transmit to the right person in the right
manner without anyone talking about it, that I can vouch for with
deepest conviction.” Bleichroder quickly dispelled Goldschmidt’s
bemused skepticism—a sure sign that he invoked his “good source” as
the instigator of his démarches.

A week later, Goldschmidt offered to come to Berlin if chances for
successful negotiations existed. He wanted to know what Bleichroder
meant by a “fat sum” as compensation, “because it would have to be fat
to overcome the immense reluctance against a cash settlement, which
would not be very honorable.” He admonished him again not to be so
“diplomatically mysterious.” A piece of Schleswig-Holstein, as
Bleichroder had hinted, would be useless for Austria. “A piece of Silesia
en échange would be more acceptable.”29 On March 9 Goldschmidt
wrote: “I am working, dear friend, in the vineyard of the Lord! Whether
it will prove useful, we shall soon find out! The mood is more
conciliatory!”30 The stumbling block was the emperor’s sense of honor.
Goldschmidt consulted with Baron Werther and acted as an intermediary
between him and Austrian Finance Minister Ignaz von Plener. Werther
had mentioned “40 million florins as his idea without instruction from



his government,” while Goldschmidt thought 60 million a negotiable
sum. In any case, he urged Bleichroder to persuade “his resourceful and
almighty master, who has superabundant means at his disposal,” to give
up Hohenzollern (a Prussian Catholic enclave in Wiirttemberg), without
the dynastic castle.31 Would William ever consent to giving up his
dynasty’s ancestral home—as Victor Emmanuel had done when he ceded
Savoy to Napoleon?

On March 14 Keudell wrote Bleichroder that Werther had reported
that he had seen Goldschmidt and had mentioned “30 to 40” million, but
that he would be instructed not to mention any sum in the future.
Bleichroder apparently pleaded with Keudell that the negotiations be
pursued more actively, only to be told that “an offer cannot be made
from here. If the other side wants financial compensation, let them
mention the sum.”32 Bismarck was a shrewd bargainer and seemed
disinclined to build Austria golden bridges to renunciation.

Werther reported to Berlin that thanks to Goldschmidt’s mediation he
had discussed monetary equivalents with Plener. No figures were
mentioned, but Plener had said that cash compensation would have to
be “much higher” than the Austrian war costs, estimated at 25 million
florins, including prewar expenses.

Plener deplored in advance the outcry that a compromise through cash compensation
would evoke in Austria and all of Germany and argued that therefore the compensation
would have to be very high.... The idea of cash compensation is beginning to gain ground
here, especially among the haute finance, which knows the depletion of the Austrian state

coffers and which must often come to the rescue.

When William read Werther’s report, he said, “The matter of cash
compensation could be furthered if the Kaiser knew that a land-trade is
against my honor, so that it is honor against honor—and gold is
certainly more malleable than human right.”33 At Werther’s suggestion,
Goldschmidt mentioned 40 million florins to Plener, who replied, “Too
little.” Goldschmidt worried that Werther’s reports to Berlin might
disguise the fact that this particular sum had been Werther’s own
initiative.34

Concurrently with these feelers in Vienna, Bismarck made conciliatory
overtures in Berlin. On March 11 he quite spontaneously referred to the



county of Glatz in Silesia as a possible object of compensation, though
William objected, and the local Diet would have to consent to such a
transfer.| A few days later, he returned to the subject and told Karolyi
that he would favor territorial compensation, even Glatz, but that
William had “a certain sentimentality of the conscience” and hence
opposed this cession. He suggested, nevertheless, that the Austrians whip
up local enthusiasm for such an annexation. “I will happily close one
eye.”35 But the two monarchs were genuinely stubborn men, particularly
when they felt their honor was at stake. “Their personal relations were
excellent,” Bleichroder reported to Baron James, but on the issue of the
duchies neither would budge.36

Shortly after his friendly talk with Karolyi, the wind from Vienna
changed, and Bismarck stiffened in anger. The Austrians began to favor
the Augustenburg solution. Bismarck was furious at this implicit
violation of Austro-Prussian collaboration, and the Bleichroder-
Goldschmidt negotiations abruptly ceased. Three weeks later, Karolyi
complained to Bismarck about Roon’s insistence before the Prussian Diet
that Kiel would always serve as a Prussian base, and Bismarck shot back:
“I can assure you that Prussia won’t retreat; only a lost war, only an
Austrian army of 300,000 men, victoriously entering Berlin, could
change our resolve.”37 Prussia and Austria inched closer to war, and
even William began to feel betrayed by his imperial ally. Bismarck had
done his work too well, however, and in the spring of 1865 the king
assumed a more intransigent stand than Bismarck, who hesitated to
plunge Prussia into war. At the crown council of May 28, Bismarck even
urged the elimination of the more troublesome points in the February
conditions, perhaps because Prussia’s financial house was not yet in
order. But William refused, and there was some justification—as well as
theatrics—in Bismarck’s exclamation to Count Chotek in early June: “I
am not Prussia; Vienna must not delude itself on that score.”38

By June 1865 Bismarck’s relations with Austria and with the Prussian
Diet had reached a new low. The two conflicts intersected: as the two
nations drifted ever closer to war, Prussia needed financial strength far
beyond anything needed in the Danish war. The Diet’s definitive
rejection of help, leading to its dissolution in mid-June, underlined the
simultaneity of the threats. On June 19—two days before William’s
departure for his fateful stay in Karlsbad—a crown council was convened



in order to discuss what was to be done with the Diet, and the king
posed three alternatives: immediate dissolution, dissolution in the fall of
1865, or a reconvening of the present Diet and immediate dissolution if
it proved recalcitrant. Roon favored early dissolution, followed by a
royal appeal to the nation, and if that, too, failed, then a new electoral
law would have to be promulgated. Eulenburg warned that such a plan
might weaken the monarchy and bring about the danger of universal
suffrage. There was no safe course.

Bismarck remarked that “for a long time it had been his conviction
that with the existing Constitution Prussia could not be governed for any
length of time and that a major and far-reaching alteration of it was
unavoidable.”2 The only question was when to strike the blow. Continue
to allow parliament to “wither away,” he urged, and at the same time
harass the opposition and prosecute liberal deputies. Too many elections
merely fanned the spirit of opposition and implied that the government
was dependent upon a favorable majority. Hence Bismarck wanted to
reconvene the present Diet in January 1866, dissolve it at its first
misstep, and hold the next elections as late as possible. Finally, Bismarck
pointed “to the opportunities which a complication of the foreign
situation could yield, and noted that it might be advisable by proper
financial operations to weaken the present inclination of the money
market toward an Austrian loan.” William supported Bismarck’s
exposition. In short, just before Bismarck had to decide whether to force
a break with Austria or not, he had once more to face an uncertain
ministry and to grapple with the presumed incompatibility of the
Constitution with the envisioned destiny of Prussia and with the grave
financial consequences of the domestic deadlock.39

Throughout June and July Bismarck pursued his double game: to raise
money for Prussia and to deny it to Austria. In 1864 a nearly bankrupt
Austria had been helped by a major loan, largely arranged by Adolph
Hansemann and supported by the Berlin market.40 Bismarck did not
want a similar operation in 1865, when he thought war between the two
countries seemed probable, perhaps imminent. In early June he told
Bleichroder that the “actual break with Austria” might not come for
months. Prussia would not force the issue or send an ultimatum; if
Austria wanted war, however, Prussia would be ready.41 Such warnings
might deter Bleichroder or the Rothschilds from helping Austria. A few



days later, Bismarck saw Paul Mendelssohn-Bartholdy, a leading Berlin
banker, ostensibly to ask him how the business world would react to a
war with Austria, more likely to warn him that in the event of war,
Prussia could beat Austria in four weeks.42

Bismarck’s aggressive intentions were reflected by his growing
impatience with Prussian finances. In early July he wrote Roon that
“through our own money operations [we need] to paralyze those
intended by Austria and thus work for the preservation of peace.” He
discussed the several schemes for raising money, all of which
Bodelschwingh opposed because of “his tenderness for ... the Diet.” If
money were not forthcoming: “I should have to explain to His Majesty
that I would have to suspend our enterprise in foreign policy.”> The
danger of war was growing, and the new Austrian government would
not prove conciliatory: “Its more conservative position at home will
demand a more forceful one abroad, just as with us.”43 It was one of the
few times that Bismarck admitted the intimate connection between his
regime’s internal repression and external bellicosity, a connection that
for decades was to characterize—and poison—German political life.

From late June, William and Bismarck were in Karlsbad—on Austrian
soil—while the dangers of war increased steadily. The conditions for
such a showdown were singularly auspicious for Prussia: foreign powers
were benevolent or otherwise engaged, Austria’s finances were in
disarray, its armed forces had to be reduced, and it did not have
sufficient funds to wage a war.44 The king, too, had finally made up his
mind that Austrian obstruction in the matter of the duchies was
sufficient cause for war. Why then in the ensuing weeks did Bismarck
hesitate and, though always ready to go to war, keep a line open for yet
another peaceful resolution of the conflict? The question has been a
central one in the Bismarck literature, and recently a new answer has
been given, which confirms my contention that throughout the four
years of Bismarck’s struggle with parliament the availability of state
credit was a foremost concern for him.45 Throughout July Bismarck
sought to obtain “the necessary funds for a possible mobilization without
contracting a loan.”46 He bombarded Roon and Fritz Eulenburg with
letters demanding action and hectored Bodelschwingh and Itzenplitz,
complaining that his earlier warnings had not been heeded. In this as in
all important matters, Bismarck had various schemes that he wanted



pursued simultaneously; their constitutionality did not bother Bismarck,
who could boast to Eulenburg that the king too wanted money and that
he too thought that his duty to maintain the monarchy was greater than
his duty to the Constitution. Besides, “if the latter was in any case
untenable, then [according to the king] not conforming to its regulations
was a preparation for its abolition.”47

It was precisely in these hectic weeks, when the issue of war and
peace hung in the balance and would be partly determined by the flow
of credit, that Bleichroder proved immensely valuable to Bismarck. He
was so valuable that he had a major conference with Bismarck in
Karlsbad of which, unfortunately, we know no more than what Bismarck
wrote to Eulenburg at the time. Bismarck alluded to one possible
operation by which Bleichroder would mobilize the Rothschilds to head
a consortium to lend money to the Seehandlung, which in turn would
advance the money to the government.48

But Bleichroder also reported on the successful completion of his most
important endeavor of those years. In mid-July the government and the
Cologne-Minden Railroad signed an agreement that provided the
government with large amounts of money. The agreement was the
outcome of protracted negotiations, in all of which Bleichroder was
involved as both the company’s banker and one of its directors (as his
father had been before), and also as Bismarck’s confidant. The story is
sufficiently complex and important to warrant a short summary.

The railroad had an extraordinary history, illustrative of some of the
most important aspects of German economic and political developments.
The line had first been proposed in 1833 as a means of bringing cheap
Ruhr coal to the Wuppertal. It was completed in 1859, with the decisive
help of Bleichroder, who in that crisis year raised the necessary funds,
and with the encouragement of Baron August von der Heydt, a Ruhr
banker who had long been interested in the railroad and who, as
commerce minister since 1848, was the chief proponent of state control
and eventual state ownership of the entire Prussian railroad network.
For the Cologne-Minden Railroad, Heydt negotiated successive
agreements whereby the government guaranteed an interest rate of 3'2
percent on the railway bonds, purchased one-seventh of the original
shares, and received in turn the right to amortize further shares, so that
eventually the state would be the sole proprietor of the railroad. In 1854



the state agreed to suspend its right of amortization until 1870. In the
1850s and 1860s railroads were the most important area of German
investment; most of them proved profitable, and their shares dominated
the German stock markets.49

With the beginning of the New Era, Heydt’s policy of promoting state
ownership was undermined by private interests and by public
acceptance of laissez-faire Manchesterism. Within the government,
Heydt was opposed by Karl von Bodelschwingh, finance minister and
cabinet colleague since 1851, with whom he had always been at odds.
While still in office, Heydt’s policies were losing ground, and with his
departure from power in 1862, a temporary reversal in German railroad
policy set in. Sensing this, Bleichroder submitted a long memorandum to
the government in December 1862, suggesting that in return for an
immediate compensation from the company, the government cease its
guarantee and renounce its rights to eventual ownership. Instead of
having to contract loans in 1870 to buy the line, Bleichroder argued, the
state should surrender these rights at once and thus gain free and
immediate use of 14 million taler, which Bleichroder concluded “could
even now find a more useful disposition or, alternatively, could serve to
augment the state treasure.”S0

Bleichroder’s memorandum was addressed to the minister of
commerce, Count Heinrich von Itzenplitz, who referred it to his chief
councillor, Wolf. Wolf denounced Bleichroder’s suggestions as likely to
enrich the stockholders at the expense of the state. Wolf claimed the
state would lose 30 million taler by surrendering its various rights,
whereas Bleichroder’s scheme provided for a compensation of only 10
million taler and the immediate freeing of another 4 million taler of
state funds. Wolf deemed the gap between compensation and likely loss
outrageous and urged the rejection of the offer. In July 1864 Itzenplitz
asked to see Bleichroder’s original proposal again, and in the spring of
1865 he solicited and received another expert opinion, with still another
schedule of payments, which would have netted the state 17 million
taler in cash. The idea of such an arrangement, then, was a familiar one,
and the final negotiations, which were largely conducted by Bleichroder
and A. Oppenheim of the Cologne banking house, proceeded rapidly. On
July 18, 1865, a contract between the government and the company was
signed, subject to ratification by the king and the stockholders, whereby



the government renounced its right to purchase the stock of the railway
in exchange for 13 million taler.5! In addition, the government was no
longer obliged to maintain a guarantee fund for certain minor lines
associated with the Cologne-Minden Railroad, and it could sell the
negotiable securities that made up the fund. Of the 13 million taler that
the company was required to pay, 3 million taler were to be paid in cash
by October 1, 1865, 2,705,000 taler by January 2, 1866, and the rest in
newly created shares.52

The contract may not have been as favorable as Bodelschwingh and
Itzenplitz had wanted—quite aside from the fact that both ministers had
scruples about concluding a contract that they suspected violated the
Constitution. But it had come in the nick of time, and Bismarck and
Roon were exultant. On his way to Gastein, William held a decisive
council at Regensburg on July 21, at which Prussia’s policy toward
Austria was once more reviewed. Bismarck could counsel a tough line
because the financial outlook had become so much brighter. On the
same day, he wired to the crown prince: “After the decisions taken by
His Majesty at the council in Regensburg, the financial means for
complete mobilization and for a one-year military campaign are
available; the amount is circa 60 million taler.”53 A week later, Roon
exclaimed to Bismarck’s old friend, Moritz von Blanckenburg:

We have money, enough to give us a free hand in foreign policy, enough, if need be, to
mobilize the whole army and to pay for an entire campaign. This gives our stance vis-a-vis
Austria the necessary aplomb so that we may hope that they will give in to our reasonable
demands without war, which none of us wants.... Whence the money? Without violating a
law, primarily through an arrangement with the Cologne-Minden Railroad, which I and

even Bodelschwingh consider very advantageous.>*

The Austrian chargé, Count Chotek, wrote Count Mensdorff that
despite the possibility of war, Prussia had taken no untoward military
moves; only in the financial realm had the state made extraordinary
preparations, of which the principal move was the agreement with the
Cologne-Minden Railroad. “These financial operations ... can be justified
only by an urgent political necessity, not from an economic point of
view, and [it is doubtful] that the Diet will approve them.” The Prussian
treasury had accumulated “such an important supply of money as one



usually keeps in readiness only in anticipation of a war.”s5 The
government considered the agreement a part of the constitutional
conflict, especially since earlier negotiations with various bankers had
collapsed because they had demanded that the loan be constitutionally
contracted.

Actually the highest law of the land, the Constitution, had been
broken by the alienation of prospective state property, and the Diet
attacked the contract later. Roon’s enthusiasm, however, may have
sufficed to smother Bodelschwingh’s scruples. It is doubtful whether
Bodelschwingh felt anything but relief that the steady importuning of
Bismarck and Roon might now cease for a while.

After the first few days of negotiations with the Austrians, Bismarck
sensed that they were serious in seeking an alternative to war. He
proved conciliatory himself—at the same time as he realized that the
hard cash from the Cologne-Minden contract would not be available for
some time and that indeed the treaty had not even been ratified by its
stockholders. Meanwhile news from home continued to disappoint
Bismarck. Bleichroder reported that on July 17 Baron Carl Meyer von
Rothschild had negotiated with Otto von Camphausen, the president of
the Seehandlung, concerning the possibility of taking over 9 million taler
of the Prussian loan of 1859, which had remained unissued in the coffers
of the Seehandlung. Rothschild, acting also for Bleichroder, offered to
take them at 98, then 98Y%; finally he offered 99 and even 99Y for half
the outstanding sum. To Bleichroder’s dismay, Camphausen stuck to his
demand for an offer at par. Negotiations collapsed, and Camphausen
placed the shares in small quantities and at par with Berlin bankers.
Bleichroder told Bismarck that he thought it “a financial mistake” to
have rebuffed foreign help in favor of local money, which in view of the
political crisis should have been kept in reserve.56 As late as August 8,
Bismarck wired Berlin from Gastein, inquiring most urgently how far the
financial operations had progressed and “when the money would be
available.”57

On August 10 Bismarck wrote Eulenburg that he was working toward
an accommodation with Austria, especially since in case of a rupture,
“we would need time to make money and secure France.” He was hoping
to gain “a stopgap tolerable for us ... with which for the time being we
can live with honor without the [possibility of] war running away from



us....” So certain was he of reaching an accommodation with Austria
that he asked Eulenburg to tell Bleichroder “that if any part of my
account with him is still invested in securities, which I don’t know here,
he should by no means unload these because of some premature fear of
war.”58 An extraordinary linkage—at least to us who are so used to
having statesmen pretend that they would eschew any “conflict of
interests.” If Bismarck was making peace with Austria, he certainly did
not mean inadvertently to lose personal money on the deal; that he
thought this to be a totally unobjectionable desire emerges from the fact
that he asked Eulenburg to transmit the message to Bleichroder.

By mid-August Bismarck’s diplomacy had triumphed. He had exploited
Austria’s reluctance to go to war and extracted an acceptable agreement.
The Convention of Gastein, as it came to be known, divided the
“indivisible duchies” and entrusted Prussia with the administration of
Schleswig, Austria with Holstein. At Austria’s request, the two powers
retained joint sovereignty; in practice this meant little, but it afforded
Bismarck countless opportunities to interfere in Holstein (which was the
southern duchy that Prussians had to traverse to get to Schleswig) and
thus antagonize Austria. The duchy of Lauenburg was sold to Prussia,
which also received special military and naval rights in Holstein.

The settlement, which was no more than another Provisorium, had
brought Prussia some gains, Austria none, except time.c Many Prussians
hailed Gastein as an Olmiitz in reverse, and Austrian sympathizers
lamented that Austria “had made the Gastein Treaty entirely for the
benefit of Prussia.”>® The Convention was wrapped up in a show of
monarchical solidarity when rulers and ministers met at Salzburg and
Ischl in mid-August. But Prussian appetite, whetted by Lauenburg, grew
with the eating.

In his confidential letters to his colleagues, Bismarck stressed the
financial uncertainties as a major motive for a conciliatory policy: “The
conditions of our financial and military preparations made it desirable
not to force the break prematurely.”60 No doubt this was true, as this
whole story of his campaign for funds makes clear—and yet it was a
functional explanation as well. Staunch friend though he was, Eulenburg
had not always supported Bismarck in his schemes for raising money; he
should be instructed in the consequences of financial pusillanimity, to
say nothing of Eulenburg’s colleagues. Goltz, too, should tell the French



that money had been an important consideration in reaching Gastein—
lest the French should think that Bismarck had suddenly embraced an
entirely new, pro-Austrian policy.

In the weeks and months before Gastein, Bleichroder had been
exceptionally active on Bismarck’s behalf. In return, Bismarck appointed
him transfer agent for the money that Prussia paid Austria for the
purchase of Lauenburg. The Convention stipulated 2,500,000 Danish
Reichstaler, which the Prussian treasury paid Bleichroder in Prussian
silver currency and which he transmitted to his Austrian counterpart, the
Rothschilds at Vienna.61 Goldschmidt encouraged Bleichroder to charge
a 1 percent commission and congratulated him on the profit made and
“the extra kudos won.”62

The tensions and uncertainties in central Europe continued after
Gastein, and Bleichroder’s services were still very much needed. Both
Prussia and Austria knew that the Convention had merely been a war
postponed, a temporary agreement that still demanded a final
settlement. In the breathing spell secured, both sides sought to mend
their fences at home and abroad.

At Gastein, Bismarck had kept open the two basic alternatives of his
policy toward Austria—accommodation or war. He was still willing to
bide his time, to see whether Austria would yield peacefully what he
knew Prussia could wrest from her violently, though not without danger.
He probably sensed that in most respects time was on Prussia’s side,
because the sheer weight of her material power and preeminence could
not but undermine Austria’s position in Germany.63 But Bismarck’s
predisposition was to hasten the process, the more so as Prussia’s
internal condition made an early external victory imperative.

For some time, Bismarck hoped that the Austrians might continue
their concealed retreat initiated at Gastein. Already at Gastein, he
thought that the sale of Lauenburg might set a useful precedent. He did
not bargain with the Austrian emissary, but readily accepted all
demands, because “our means allow us to pay the whole amount in one
lump sum, and I like to prove to you that one can do good business with
us.”64 He wrote Bodelschwingh, hinting that the Austrians might sell
Holstein as they had Lauenburg.65

But the situation changed constantly. A month after Gastein,
Bleichroder’s associate, Julius Schwabach, wrote the Paris Rothschilds



that “the Entente Cordiale between Austria and Prussia seems already
badly damaged.... It is not impossible that in a short time the struggle
will recommence.”®6 And in mid-September Bismarck assured Usedom
that the Gastein Convention was “of a provisional character,” that the
question of the duchies had not been solved, and that Prussia’s necessary
and irrevocable demands had not been fulfilled.67

Throughout the crisis of the summer, Bismarck had kept an uneasy eye
on the Tuileries. The sudden rapprochement of Prussia and Austria at
Gastein surprised and angered the French, and Bismarck at once sought
to restore intimate ties with France. He knew that Napoleon held the key
to his own future plans. The enmity of Austria and Prussia—at a time of
British and Russian preoccupation outside Europe—made Napoleon into
a kind of arbiter who at any moment could turn accomplice. To
Napoleon all options were open, and Bismarck knew that Napoleon
could play the same inscrutable game as himself in order to extract the
best possible terms.

After Gastein, Bismarck returned to his favorite and invigorating
Biarritz, where he and the emperor enjoyed a political vacation. His
talks with Napoleon covered all subjects, but it is unlikely that he sought
a formal pledge of French neutrality in a coming German war. The time
was not ripe for such a demand. Both in Biarritz and later in St. Cloud,
Bismarck answered the emperor’s specific question about the future of
Holstein by saying that Prussia would obtain it from Austria through
“financial compensation or money equivalents.”68 Bismarck was realist
enough to know that Napoleon would accept Prussian annexation only
for some kind of compensation, which would redound to Napoleon’s
prestige at a time when the Mexican fiasco had cost him dearly.
Bismarck hinted at French-speaking territories, Belgium or Luxembourg,
for example, that might make suitable compensations.

Before returning to Berlin, Bismarck went to a hunt at Baron James’s
at Ferrieres, and the two men talked privately for two hours. Apparently
Bismarck also told Baron James that he hoped to buy, not conquer,
Holstein, and having thus reassured the two powers of France, he
returned to Berlin.69d

During Bismarck’s stay in Biarritz he received a long and urgent letter
from Bleichroder. The message was clear: Austria’s financial plight,
worse even than generally known, should be turned to Prussia’s



advantage, peacefully. Bleichroder drew a somber picture of Austria:
new expenses exceeding the already anticipated “gigantic deficit”; efforts
at obtaining help from the international banking world unsuccessful
because financiers had their “misgivings” about Austrian solidity and
about Hungarian loyalty to the Hapsburgs. Potential lenders were
themselves caught “in the calamity in which the principal money
markets of Europe find themselves at the present time, on the one hand
because of the flowering of manufacturing for exports and on the other
hand because of the reckless speculation in transatlantic funds and raw
materials....”

Consequently, Bleichroder advanced the startling idea that the
Prussian state should help Austria and “through a pecuniary and
certainly most welcome help chain its southern ally even more to the
lofty policy which Your Excellency is pursuing for Germany’s welfare....
Because of the most recent finance operations, the Royal Prussian
Government has at this moment” the necessary funds: 42 million taler
without even touching the state treasure, of which 30 million had come
from the Cologne-Minden transaction.e The sum might appear
inadequate, but even half of it

offered at the right moment will add to the cold calculation of diplomatic convenience the
warm glow of gratitude and determine the [Austrian] cabinet to enter most willingly into
negotiations concerning the cession of the Schleswig-Holstein provinces. In my mind I can
already foresee that the cabinet in Vienna cannot allow the northern question to remain
open much longer without endangering its internal administration; it must resolve the
northern question before the much more complicated question of its southern frontier

enters into the no longer distant and much-feared stage.

Bleichroder concluded his remarks, “dictated by the sentiment of
patriotism,” by pointing out that now that “public opinion in Germany
has purged itself and has recognized that the principle of nationality
stands higher than any particularistic interest, an interest which a
pretender [Augustenburg] elevated by a democratic agitation could
justify least of all,” it was high time to settle the Schleswig-Holstein
question “definitively.”70

Bleichroder’s letter—to which Bismarck’s answer has not survived—is
remarkable for several reasons: it suggests something of his habitual



analysis of economic-political issues, which he saw as inseparable; it
suggests as well the strength of his pacific inclinations and his
expectation that Bismarck shared these sentiments. Bleichroder’s
proposal was ingenious and extravagant; its adoption would certainly
have been the surest token of Bismarck’s interest in finding a peaceful
solution. Perhaps Bleichroder felt a faint proprietary interest in the
money he had helped raise for Bismarck, and he wanted to make sure
that it should be spent not for war but for peace, “for buying Austria
out.”’! Bismarck never sought to find out whether Austria would have
sold her German pretensions for a paltry 21 million taler, and the idea,
however sound in some ways, bespeaks the rather excessive faith that
Bleichroder may have had in the power of money.

Bleichroder’s diagnosis of Austrian needs was correct. The Austrian
government was making tremendous efforts to cut expenses, reduce the
deficit, and thus create the proper conditions for an indispensable loan.
In the fall of 1865 Vienna was not looking to Prussia for succor. It tried
in more promising places, and still met rebuffs and unacceptable
demands. The Vienna Rothschilds refused outright, as did the London
Rothschilds. Baron James negotiated with the Austrians for some time,
but insisted on harsh economic and political terms—such as a more
accommodating Austrian policy toward Italy. The Austrians preferred to
settle with a rival banking group (the Habers, the Crédit Foncier, and the
Comptoir d’Escompte), which extracted a heavy financial price but
without political strings. The Austrians contracted for 90 million gulden,
but at such high interest rates that they would receive only 61% gulden
out of every 100. Even this arrangement depended on the French
government’s permission to place the loan on the French market;
Napoleon’s permission was widely regarded as a significant pro-Austrian
gesture.”2 The loan secured, Vienna became less interested in selling
Holstein. Three days after Napoleon’s approval, Goldschmidt wrote
Bleichroder that “in the Holstein purchase business there is absolutely
nothing to be done.”73

By the fall and winter of 1865, Austro-Prussian relations had once
more deteriorated to the point where war seemed inevitable—unless
Austria yielded to Prussia’s imperious demands. Vienna was
disheartened by its staggering difficulties at home, especially its struggle
with Magyar nationalism, and it became disillusioned with Bismarck’s



intermittent bellicosity. Mensdorff sighed, “Does nothing grow on this
wretchedly prepared soil of our foreign policy?”74 The Austrians knew
that Bismarck was bent on a showdown, not only from his actions, but
from his letters, which they occasionally intercepted.’>

But Bismarck faced tremendous hurdles as well. By December, Roon
believed war to have become inevitable, and he thought that he and
Bismarck “might break their necks on this perilous path.”76 To risk a
foreign war while locked in a conflict at home was perilous indeed. The
relation between domestic conflict and foreign aggression was close and
complex. The antagonism at home undoubtedly entered into Bismarck’s
decision to force the issue abroad, but the principal question remained,
whether a people divided on everything but its desire for peace could
face a war, and most immediately whether an unconstitutional
government hated by large parts of the prosperous section of society
could find the necessary financial means even to risk a war. Opinion in
Prussia was sharply divided on this point.

To be sure, the liberal opposition was split on the government’s
foreign policy; some deputies had already succumbed to the magnetism
of power and success. Count Chotek reported in October that “the more
intelligent majority of the Prussian people” now supported Bismarck’s
foreign policy, and a month later he commented regretfully that “in the
domestic question Count Bismarck is constantly gaining ground.”’7 But
Bismarck’s ever more frequent violations of the Constitution made it
hard even for moderate liberals to rally to him completely.

On January 15, 1866, Bismarck opened another session of the Diet,
without much hope for reconciliation. The government did not resubmit
the military bills, because after earlier “fruitless negotiations ... it cannot
now expect any salutary results.”’8 It would, of course, maintain the new
military system. The Diet in turn appointed a commission to investigate
the constitutionality of the Cologne-Minden Railroad contract. One of
the sharpest legal minds of the opposition, Eduard Lasker, a friend of
Bleichroder’s, directed the inquiry, and the outcome was a foregone
conclusion. To allow the government to sell state property without
parliamentary approval was tantamount to giving it a blank check and
would render nugatory parliament’s budgetary rights. The report was
unambiguous: “The contract is considered illegal because the
government, without the Diet’s approval, alienated state property in



order to have money for a possible conflict; one member has heard that
the same was to happen with the Saar mines.”79 The commission held all
parties to the agreement accountable, because the legal issue had been
so plain as to make ignorance of the law an inadmissible plea. Bismarck
abruptly closed the Diet twenty-four hours after the submission of the
report.80 It was bad enough, from his point of view, that the majority of
deputies still clung to its vow, “Not a penny to this Ministry,” without
running the risk of having to disgorge the millions it had just acquired
without parliamentary approval.8! It was rumored that Oppenheim
would ask the government to return the money from the Cologne-
Minden Railroad if the Diet formally annulled the agreement.82

Government and opposition had clashed over other issues as well. A
large majority of the deputies branded the purchase of Lauenburg a
violation of the constitutional provision that the king needed the Diet’s
approval to become a ruler over foreign lands. Bismarck’s rebuttal was a
masterpiece of taunting obfuscation, designed once again to show up the
opposition’s impotence. A worse crisis ensued when the Prussian
Supreme Court, duly packed for the occasion, set aside lower court
decisions and ruled that deputies could be held accountable for speeches
given in parliament. The decision, incompatible with the Constitution
and ruinous to parliamentary life, threatened to usher in a period of
despotism veiled by legal sham, which would destroy both liberty and
respect for law. With the prosecution of Karl Twesten for speeches he
had delivered in parliament against the corruption of the judiciary, the
anger of the opposition reached its height—and the ignominy of the
government its depth. No wonder that Bleichroder reported: “Prussia’s
internal affairs are in bad shape and the gulf between government and
Diet is becoming ever greater. The recently announced verdict of the
Supreme Court ... is creating the most painful sensation in all
responsible circles.”83 In closing this shortest of all parliamentary
sessions, Bismarck once again blamed the Diet for the persistent
deadlock and warned that it had entered a path which “would lead to
still more serious conflicts and would in the future render even more
difficult the resolution of existing conflicts.”84

And yet the conflict had to be resolved. It was undermining Prussian
prestige in Germany, and it left Bismarck at the mercy of uncertain and
ad hoc expedients whenever extraordinary funds were needed. Among



the king’s partisans, there was no consensus on how to end the conflict.
Some, like Manteuffel, still favored a coup d’état; others, like Goltz,
wanted a change of system: a more liberal regime with himself perhaps
as chancellor, and a policy that would attract German nationalists
everywhere. Bismarck recognized the possibility of yet another course:
he could deflect domestic passion by heating up the quarrel with
Austria. He could, as it were, merge the two crises, hoping that they
would cancel each other out. It was a time-honored device, to be sure,
and one that Bismarck recognized as early as December 1862 when he
spoke of the affinity of the liberals for his national cause. He had
explicitly disclaimed in the Diet that his aggressive foreign policy was a
means in his fight against parliament. Yet the denial merely suggests
that both sides were aware of the temptation of the course.

A few days after the Diet had been prorogued, a fateful crown council
took place at which it was decided to press for war unless the Austrians
were ready to surrender. “There are moments in foreign policy that do
not recur,” Bismarck had told the Diet earlier, and he finally persuaded
the king that the prospect of an Italian alliance and of French benevolent
neutrality represented such an exceptional moment.85 Bismarck and his
supporters argued that “a forceful appearance abroad and a war
undertaken for Prussia’s honor would have a beneficial effect on the
solution of the internal conflict.” Bodelschwingh agreed, but hoped that
war could be avoided, and the crown prince still warned against a
fratricidal war.86 The external conditions for solving the German
question were favorable, but Bismarck’s will to seize these conditions
was hardened by his certainty that a triumph over Vienna would bring
in its train a triumph in Berlin as well. With the calamitous end of the
Diet, Bismarck suddenly quickened his pace: he now pressed for
immediate decisions and needed immediate victories. His political
future, and that of his country, hung in the balance.

The next four months were excruciatingly hard for Bismarck, and his
nerves nearly collapsed. To lead Prussia to a showdown with Austria
without running the risk of foreign, especially French, intervention put
the greatest strain on even Bismarck’s unrivaled resourcefulness. He had
to isolate and provoke Austria and yet keep a line open to Vienna in case
his diplomatic maneuvers threatened to fail. At any moment his plans
could have been crossed and destroyed by the coalescing of his enemy



with jealous neutral powers, by a successful conspiracy at home, or by a
weakening of the king’s trust or resolution. It was a time of tremendous
risks, and Bismarck was set to fight fire with fire. He was willing to risk
all, to use every means, however revolutionary, to reach his end. It was a
time, too, when his former friends at home, even his best Junker friends,
deserted him, appalled by his daring and unprincipled policies. His old
liberal enemies detested his restoration of absolutism, though some were
seduced by his new German policy and many were dazzled and
bewildered by his virtuosity, his genius. “And still,” wrote Rudolf Haym,
the liberal writer, in May, “who can fail to recognize the luck and talent
of this man, with all his presumption and frivolity?”87 The mood of the
country, however, was overwhelmingly antiwar and anti-Bismarck.

Bismarck’s political maneuvering depended upon Prussia’s military
readiness—and for this he could rely on the brilliant support of Roon
and Hellmuth von Moltke, Prussian chief of staff. But political and
military ingenuity was not enough. An army still marched on its
stomach, and money had to be mobilized as well as men. In this field,
Bismarck was less sure-footed than in political affairs and hence all the
more exasperated by the incompetence and pettifogging of
Bodelschwingh. At the end of March 1866, when the cabinet for once
was united, Roon remarked, “Bismarck’s neurotic impatience and
Bodelschwingh’s bureaucratic niceties and worries have made sure that
not all discords have disappeared.”88 Because of Bodelschwingh,
“Prussia’s financial preparedness did not even remotely correspond to its
military readiness.”89 But Bodelschwingh’s task was immensely difficult,
for the Diet would not budge from its opposition and the Berlin money
market, shaken by a worldwide contraction, became nervous as war
approached. New means would have to be found, and here, too,
Bismarck had to try different paths before he found the right one, but
the terrain was less familiar to him.

Hence Bleichroder proved of great help to Bismarck in these hardest
months of his life. In the months before the war, Bleichroder was active
on all fronts and fell in with his chief’s bellicose as well as pacific plans.
Bleichroder would have preferred a peaceful outcome of the crisis, as did
the business community of Germany and indeed of Europe. And yet he
was to be remembered and honored only for his help in mobilizing funds
for war.



From mid-February 1866 on, Bleichroder’s correspondence with
Goldschmidt reflected renewed, intense uneasiness about a possible war.
On February 18 Goldschmidt consoled him with the thought that wars
do not break out so abruptly, but he added a telegraphic code so that
Bleichroder could inform him at once of any dramatic development.
“You must always exert yourself in favor of conciliation,” Goldschmidt
wrote him. “I do the same, and write me diligently how things are at
your place. You know that I am careful and discreet.”90 Baron Anselm
also asked for Bleichroder’s news. In late February the Berlin banker was
far more pessimistic than his Viennese friends, and his fears give some
credibility to the story that right after the crown council of February 28,
he warned his friend Count Hohenthal, the Saxon minister in Berlin, that
the council had debated the question of a sudden invasion of Saxony, but
that it had agreed to postpone the attack until “the instant war was
decided upon in principle and before mobilization took place.”®1 Was
Bleichroder’s warning, if delivered, carried out at Bismarck’s instigation?
The evidence is ambiguous, but that Bleichroder was greatly worried is
beyond doubt.

At the eleventh hour, Bleichroder and Goldschmidt revived their
earlier hopes that a compensation formula for the duchies could be
found. The idea cropped up elsewhere, too, and even Bismarck
mentioned it intermittently in March, adding the preposterous
suggestion that Austria should send a compensation proposal in the form
of an ultimatum which might budge William’s stubborn opposition.92
(The Austrians might well have wondered whether this was a trap for
William or for them.) Most of the time Bismarck pursued bellicose plans.
Still, the two bankers, troubled by the business paralysis induced by the
threat of war, seized every opportunity of promoting peace and in March
sought support for Mensdorff’s policy of avoiding war. Goldschmidt
suggested that if some territory, such as Glatz, were added to a cash
settlement, the Austrians might accept the deal. He urged Bleichroder
“to do all that is possible.... [W]ar would be too criminal and a
curse ... for Germany.” Goldschmidt promised to submit any serious,
even if informal, offer of money and territory directly to the emperor.93
A few days later, Goldschmidt despaired of helping: “We are both too
unimportant to interfere in such situations.”

As hopes for peace faded, nationalist passions spilled into this



correspondence, hitherto so matter-of-fact and disinterested.
Goldschmidt was angry with Prussia, the aggressive power, and
inconsolable at the thought of a fratricidal war. “The public bitterness
against the originator [Bismarck] of these desperate conditions grows
daily here, and if, God forbid, war comes, then it will be fought here
with great energy and universal support, even if we don’t have any
money.” Despite Bleichroder’s rejoinders, Goldschmidt insisted that all
provocation came from Bismarck. He denied that Austria had begun to
move troops. “I tell you frankly that the war is being deliberately
planned and the world thrown into misfortune—by Bismarck.... With
patience one could have won in time what nobody here will be bullied
into giving up.”94 Pride, fear, and anger filled Goldschmidt’s letters—and
his anger fastened on one man.

Many others in Europe, and in Prussia, felt the same indignation at
Bismarck’s provocative game. At the end of March, an international
cabal, known as the “Coburg intrigue,” involving some of Bismarck’s
colleagues, tried to persuade William to dismiss the reckless character
who was misleading him.95 At the heart of this intrigue was the
sentiment expressed by Lord John Russell to Queen Victoria: “There is
but one remedy—one certain ... [way] of preserving peace—it is the
dismissal of Count Bismarck by the king.”9¢ As a part of it, the Kolner
Zeitung on April 1 suggested that Prussia trade Glatz for Holstein.97 The
idea found an immediate, favorable echo among many Prussians.f
Rumors about Bismarck’s dismissal made the rounds again, and people
took note of his powerful enemies. On April 4, for example, the king’s
son wrote to one of Bismarck’s ministers that “Rothschild is moving
heaven and earth [against] Bismarck, that the financiers are
trembling.”98 Bismarck had ample reason to appreciate Bleichroder’s
loyalty: it was a rare commodity at that time.

In mid-February Bleichroder began his new quest for money, turning
first of all to his most powerful connection, Baron James. If the
Rothschilds had embarked on a pro-Prussian policy, other bankers would
have followed suit. But no such signal appeared. Bleichroder wanted to
know whether the Rothschilds would head or join a consortium to buy
the 8 million taler’s worth of shares of Cologne-Minden, which the
Prussian government wanted to sell. The Rothschilds, knowing that any
such operation would fill Prussia’s war chest, refused. Some four years



earlier, apropos of an earlier Prussian solicitation, Baron James had
already explained to Bleichroder that “it is a principle of our Houses not
to advance any money for war and even if it is not in our power to
prevent war, then our minds at least can be easy that we have not
contributed to it.”99

But more than pacific sentiment was at work. The world market was
depressed, share prices had begun to falter everywhere, and every rumor
of war sent them diving. Baron James complained of economic
stagnation and Napoleonic posturing: “L’Empire, c’est la baisse,” he
punned, referring to Napoleon’s celebrated promise, “L’Empire, c’est la
paix.” The London Rothschilds were violently opposed to any help to
Prussia, and most bankers in Paris—and Berlin—thought that in case of
war, Austria’s chances were very much better than Prussia’s.100 In short,
Bleichroder was rebuffed.

In a letter of mid-February to Baron James, Bleichroder also made a
cryptic reference to the Saar mines. “The Saarbriicken affair does not
find support in the highest quarter [by which Bleichroder usually meant
the king] and therefore is not likely to be carried out.”101 This remark
suggests that in his talks with Baron James, Bleichroder had raised the
possibility of a sale of the government coal mines, presumably to the
Rothschilds, as had been rumored since January.102 A week later, Count
Kéarolyi reported that a leading financier, not from Berlin (probably
Baron Oppenheim from Cologne), had told him that Prussia would soon
force the issue of war with Austria, and that he had been asked to find a
buyer for the government’s Cologne-Minden shares. The banker had also
alluded, somewhat mysteriously, to “the intended sale of another
magnificent property that belonged to the Prussian government. He
added most confidentially that the whole negotiation had taken place
with Count Bismarck alone, without the knowledge of the ministers of
finance and commerce.”103 Bismarck was negotiating on his own
concerning that other “magnificent property,” the Saar mines.

On March 9 Bleichroder wrote Bismarck that his financial
memorandum was ready for immediate submission to him.104 On March
12 Bodelschwingh summoned Bleichroder to discuss the memorandum,
which unfortunately seems to have been lost.105 Immediately after
submitting and discussing his memorandum, Bleichroder returned to
Paris.106 On March 16 rumors circulated in Berlin that the government



was negotiating the sale of the Saar mines, and it is probable that
Bleichroder had gone to Paris to discuss this question with Baron James.
Abraham Oppenheim meanwhile appeared in Berlin to talk about the
creation of a new company which, with the participation of the
government, would take over these mines.107 On the next day, the
Prussian ministers met in order to review the ever worsening relations
with Austria. They were told that “Austria won’t take money for the
duchies”—and the very fact that this was considered important news
indicates that a financial settlement had been taken seriously in Berlin.
“The procurement of money creates difficulties. The placing of the
Cologne-Minden shares can be done only at a loss. Sale of Saarbriicken
suggested. Third possibility is to call the Diet and get a loan, but then a
great German program and a German parliament.”108 The last resort,
then, was to cajole the Diet into submission by adopting a liberal,
nationalist program. No doubt, Bismarck would have preferred raising
money without once more soliciting the Diet.

On March 23 Goltz fervently warned Bismarck against pursuing his
policy bent on war. Prussia’s internal dissensions and the hostility of
Europe made such a conflict dangerous. In Paris the pro-Prussian
sentiment had suddenly evaporated; everyone was against Prussia,
except the emperor. Goltz added: “You must know better than I—I only
believe I can divine it—that Rothschild refused you the Saarbriicken coal
business.”109 Bismarck minuted: “It has not been offered to him.”

Goltz’s letter crossed with one from Bismarck, in which the chancellor
explained that Prussia was holding back from matching Austrian military
preparations because it sought to avoid mobilization until “the financial
operations had been carried out, before these are rendered more difficult
by the great tension which our military preparations would produce.”
Bismarck added confidentially that he had entered discussions with
Baron de Rothschild, who had explained to Bismarck’s “agent”
(Bleichroder) that some weeks before, he would have been ready to
make a deal with Prussia, but not under present, tense conditions—and
especially not after a conversation he had had with Goltz! Bismarck
reminded Goltz “how carefully the relations with Rothschild have to be
tended.”110 No wonder that Goltz answered in some heat that the
collapse of the Rothschild negotiations had had nothing to do with his
conversation, but that the unreliable Bleichroder had spread this version



to cover up his own failure, which stood in sharp contrast to his earlier
optimism about his mission. Rothschild had told Goltz long ago that
while the Prussian constitutional conflict lasted, he would give a loan
only if the crown prince countersigned it. His more recent refusal, Baron
James added, reflected his unwillingness “to furnish the means for war,”
least of all for an Austro-Prussian war that would so clearly injure his
own interests.111 Bleichroder apparently returned from Paris with empty
hands, enriched only by one more enemy, Goltz, who detested what he
considered the man’s obtrusive meddling.

The need for money became more acute as military preparations went
into high gear: on March 28, after a long struggle, Bismarck finally
persuaded William to increase the strength of the army and to buy
horses for half the field artillery.112 Diplomats still explored the steadily
diminishing possibilities of peace, while the Austrian and Prussian, and
soon the Italian, armies began to rumble to their appointed places, in
ever increasing numbers. As war drew closer, Bismarck extended the
issues of the conflict. The fate of the duchies had poisoned Austro-
Prussian relations; the future organization of the German nation would
provide the occasion and the meaning of the war.113 At the conference
on March 31 the Prussian Ministry heard that “Bismarck will set in
motion the German question,” and on April 9 he made his revolutionary
proposal for a reconstitution of the German Confederation and the
establishment of a national parliament, elected by universal suffrage.114
The day before, he had concluded a military alliance against Austria
with Italy, hardly a conservative power. In pushing Prussia into war,
Bismarck reached out for a number of revolutionary means, offending
thereby his conservative friends and bewildering and often frightening
his liberal enemies.

During these hectic days and weeks, Bleichroder took particular pains
to collect and distribute information. The day before the Italian alliance
was signed, the French chargé in Berlin, Eduard Lefebvre de Béhaine,
answered a query of Bleichroder’s: “Our neutrality is most well-meaning,
and we in no way compromise the advantages that you will eventually
be able to draw from it.... Seeing Bismarck so often, you are in a better
position than anyone to know the heart of things for the present and the
future.”115 At the same time, Bleichroder sent reports to Baron
Rothschild in London, explaining, for example, that the panic on the



London market, which allegedly was due to a Prussian-Italian alliance,
was at the very least premature, because so far only drafts of such an
alliance had been exchanged. He added that people were working hard
to unseat Bismarck, but these efforts were likely to fail because they
would constitute a moral defeat for the king.116

While Bismarck was pursuing his revolutionary policies, his finance
minister dragged along, paralyzed by his own timidity. At the end of
March, Bodelschwingh began selling the government’s Cologne-Minden
shares on the open market, but he could not sell them all at once
without incurring a loss. In fact, his efforts to mobilize funds for war
coincided with the onset of a severe economic contraction, manifested
by a decline in production and in share prices and by a growing scarcity
of credit.117 On March 24 he informed his colleagues that he might raise
40 million taler, but that thereafter the state would need a loan,
presumably approved by the Diet.118 At the same time, Count Vincent
Benedetti, the French ambassador in Berlin, thought that the Prussian
government would have to pursue a prudent course until its financial
operations had been completed. If these succeeded, Benedetti predicted
that the treasury would have about 100 million francs, enough to start a
war with.119

The market meanwhile began to sag, partly because of the threat of
war. For Bleichroder it was a difficult time. Baron James had instructed
him to sell his Prussian securities if he thought “war would come”; after
the conclusion of the Prussian-Italian alliance, Bleichroder began to sell
the Rothschild holdings, only to receive a stinging rebuff from Baron
James that his actions contradicted his reassuring news: “You give no
proof that you are protecting our interests, and we expect to hear from
you what caused you to sell. We wired you this morning that we do not
accept your last sale.” On April 18 Bleichroder reported an easing of the
political situation which had led him to stop all sales for Baron James’s
account.120

Bismarck still thought of the sale of the Saar mines. On April 3, Saar
businessmen urged William not to countenance such a move, and on the
next day the government denied that it was even contemplated, but left
the petition unanswered.121 In fact, Bismarck suddenly became more
interested in this project and adduced altogether new arguments. He
now feared that the extension of Prussian aims would stimulate



Napoleon’s appetite for territorial compensations, and especially for the
Saar. On April 20 Bismarck recommended that Prussia’s Saar mines be
sold to a joint-stock company with the state as the principal shareholder,
and on April 30 he wrote his fellow ministers that in case of war, France
might exact a price for her support, if Prussia suffered reverses, and for
her neutrality, if Prussian victories brought gains beyond the duchies.
Napoleon was likely to ask for the border of 1814, which included the
Saar. “He never indicated a desire for German territory beyond these
frontiers.” Because military vicissitudes could lead to a cession of this
territory, it was important that the state should not also lose its mine
property, which Bismarck estimated at 60 million taler. Hence he urged
that the mine property be so “metamorphosed that even in case the
territory is ceded, it [the property] would remain in our hands.”122

On May 2, at a ministerial conference, Bismarck repeated his
arguments for the transformation of property rights so that the Prussian
state, which would be the principal shareowner in the new corporation,
would not lose its property in the event the land had to be turned over
to France. Bismarck defended this scheme, even if the prospective buyers
would pay less than fair value for their share. It should be considered an
insurance against total loss, and given the value of the property and its
exposed location, the premium was not too high. Roon agreed, but all
other ministers, especially Bodelschwingh and the minister of Justice,
Count Leopold von Lippe, objected, and the matter was dropped.123
Nationalistic German historians, including Gerhard Ritter, have insisted
that Bismarck would never have ceded an inch of German territory to
Napoleon. The ministerial conference proves the opposite, the more so as
Bismarck would have been loath to speak lightly of territorial
concessions when he knew that his enemies, especially Goltz, opposed
his policy precisely because of this possibility. If he had wanted to, he
could have pressed the original, fiscal motive for the sale of the mines,
but he had adduced the far more important political motive for such a
change.124 Bismarck knew that his daring policy involved far greater
risks than the possible cession of a strip of German land.

Still, he sought to reassure the indignant C. F. Stumm, a Saar mine
owner of impeccably conservative views, who on May 8 protested the
sale of the mines or the cession of the land. Bismarck told him it had
never been contemplated, and apparently came to believe this untruth



himself.125 The rumors would not cease, and in mid-May Bleichroder
heard from Goldschmidt that Vienna believed the Saar mines had been
sold for 90 million taler.126

On May 3, at another crown council, William reviewed Prussia’s
relations with Austria, which had deteriorated steadily since the last
council of February 28. Duly instructed by his clever mentor, he blamed
Austria’s bellicosity for this and urged strong countermeasures to protect
Prussia from sudden peril. He proposed general mobilization; Moltke and
the crown prince concurred, but Eulenburg and others objected because
“of political considerations.” Partial mobilization was decreed.127
Eulenburg’s objections were reasonable enough. “Almost the entire
country was against the war,” wrote Rudolf von Delbriick. “The liberal
party accused the much-hated government of pushing for a war without
necessity. For many conservatives, the alliance between Prussia and
Austria was an article of faith.”128 Bismarck was execrated as a tyrant
who in fratricidal war sought an escape from internal conflict.129

The stock market suffered a “panic” on May 2 because of rumors of
impending Prussian mobilization.130 When the rumors proved correct,
the market dropped still further. May 12 was “a black day,” and blacker
days were to follow.131 Prussian woes coincided with economic reverses
in France and England, and on May 11 Prussia had to raise its discount
rate to 9 percent. A few days later, inclement weather damaged some
crops.132 Corporate and civic bodies sent petitions to Berlin pleading for
peace, and the Berlin Chamber of Commerce, an important and
venerable group, begged the king not to risk “the material fruits of
decades of peaceful work.... Neither Prussian honor nor external danger
nor the economic future of the country requires a war.”133

Bleichroder probably shared these views, but he knew it was too late.
In the early days of May he wrote to Lionel in London that Prussia,
afraid of an Austrian attack, would mobilize still further. King and crown
prince had given up their opposition to war, no efforts were made
anymore to curb the passions, the Diet would soon be called in order to
vote appropriations, which it was likely to do, and on June 2 he reported
that his “good source” had indicated to him there was no alternative to
war.134

Certainly his friends desired peace. Moritz von Goldschmidt wrote
poignant letters lamenting the coming civil war which Bismarck was



instigating and countered Bleichroder’s rebuke that his letters were
dictated by Austrian patriotism.

For forty-five years I have lived in the country I love, where all my sons were born. And
you? Are you perchance pro-Austrian? Let us write each other as honest practical men,
each as he must feel and think. I do not blame you for thinking and feeling Prussian, but
we must both be just and that an injustice is being done us ... [by Prussian allegations of
Austrian aggressiveness] all Europe says and knows; only your premier does not say it. He
wants to aggrandize Prussia and to leave us and Germany behind. I have seen all this

clearly for months, but I could not grasp the monstrosity of the unleashed civil war.

A few days later, he poured out his heart again. Why this frivolous
indifference to the welfare of Europe? “One is inciting a dangerous game
with human passions. Once war breaks out, we will, I fear, witness
horrible things; the monarchs don’t have the brute masses in their hands
anymore once the war takes their bread and offers them misery and
starvation instead.” The only person who could benefit would be that
“wretch Napoleon ... that infamous sphinx.”135

At the same time, Bleichroder received other news from Vienna, less
wounding to his Prussian heart. Victor Benary, who had been with the
Paris Rothschilds and now was director of the Austrian Creditanstalt,
wrote his “esteemed friend” that “financially it looks so rotten that I
believe literally in the bankruptcy [Pleite] of Moritz von Goldschmidt.”
Later letters make it clear that Goldschmidt served as a cover name for
Austria, Schwabach for Prussia. Benary too must have thought Austrian
censorship quite witless. On May 22 he wrote that he did not think last-
minute peace efforts would avail and added:

As a patriot I would regret it if your friend should become soft at the last moment. I am
convinced Prussia will emerge from this war with unimaginable greatness. I am, as you
know, a democrat and no supporter of Bismarck, but under present circumstances I would
support him in elections and in everything else. Such an opportunity to deal with the
Kleinstaaterei and to drive Moritz von Goldschmidt [Austria] out of Germany won’t

recur.136

Throughout May and June Benary sent the gloomiest accounts of
Austrian finances to Bleichroder; some of these found their way to



Bismarck.137  Bleichroder’s information strengthened Bismarck’s
suspicion that Austrian military preparations were being hamstrung by
inadequate finances. The suspicion was amply confirmed in battle.138

On May 7 a man named Julius Cohen fired at Bismarck from close
quarters, but the chancellor escaped unhurt, as by a miracle, he thought.
The Diet was dissolved two days later, and a sense of panic spread
throughout Prussia. Only the strongest nerves and the most impregnable
self-confidence could have survived such tumult and antagonism.
Bismarck’s nerves had recovered; his whole being acquired the perfect
concentration of the athlete ready at last for that long-prepared race that
would decide everything.

For Bodelschwingh, the pace was too swift and the dangers too
overwhelming. Roon sent him estimates of likely expenses: the
mobilization of all nine army corps would cost 24 million taler, and
more than 6 million additionally each month.139 Bodelschwingh was
terrified and in his helplessness wandered distractedly in the Tiergarten;
in the end he regularly called on Adolph Hansemann, the head of the
Disconto-Gesellschaft, for comfort and advice.140

Bodelschwingh finally accepted two emergency measures. In response
to a severe scarcity of credit, the government decreed on May 18 the
establishment of public credit institutes, designed to offer loans against
various goods up to 25 million taler. It also abolished all existing
restrictions on the rate of interest.141 The first measure was clearly
unconstitutional, and neither measure restored business confidence. The
printing of the credit certificates was delayed until the end of June; their
use, moreover, aroused a great deal of opposition and occasional cries of
“Don’t accept illegal money.”142 No wonder that Bodelschwingh wrote
Bismarck on May 20 that he had neither enough money for a war nor
even enough to guarantee sufficient funds beyond the next two
months.143

A falling market made it difficult to sell the securities owned by the
government, and efforts to discount them abroad failed as well. A
representative of the Seehandlung sought such an arrangement in Paris,
but as Goltz, with ill-disguised satisfaction, wrote Bismarck, no one
would accept the Prussian propositions. Goltz himself had talked to
Baron James, who refused to commit his liquid funds at such a critical
moment and added that he saw in the proposal a device for



circumventing the Diet. Prussian credit must be low indeed, he
concluded, and Goltz lectured Bismarck that the negotiations had shown
“how infinitely difficult it would be for the royal government to realize a
loan, which on the other hand it would find indispensable in case of
war.”144 Bismarck did not need Goltz’s or Baron Rothschild’s advice,
though he did need the latter’s money.

Bleichroder also came to suffer Baron James’s ill humor. At the end of
May, Baron James sharply rebuked Bleichroder for being more interested
in purveying political news than in safeguarding Rothschild’s economic
interests. It must have been a stinging letter, which Bleichroder
answered with a new dignity.145

As Prussia drew ever closer to war and as its credit seemed more and
more in jeopardy, the government’s final resource, as we shall see, was
the money made available by Bleichroder’s arrangement with the
Cologne-Minden Railroad. He had furnished the sinews of war.

“ As an example, consider Otto Becker’s standard work, Bismarcks Ringen um Deutschlands
Gestaltung, edited and supplemented by Alexander Scharff (Heidelberg, 1958), which in its 832
pages on Bismarck’s policies from 1862 to 1870 says almost nothing about the struggle for funds

—and mentions Bleichréder once (p. 797), as a transfer agent in the early 1870s!

T He had made a similar suggestion as early as January 1864, and at the end of February
Bismarck sent to Vienna General von Manteuffel, who told his hosts, “Give us a free hand in
Schleswig-Holstein, and we will help you reconquer Lombardy in the next war.” Kérolyi to
Rechberg, 28 Feb. 1864, HHSA: PA. Preussen. The best discussion of Schonbrunn is Walter
Lipgens, “Bismarcks Osterreich-Politik vor 1866: Die Urheberschaft des Schénbrunner
Vertragsentwurfs vom August 1864,” Die Welt als Geschichte X (1950), 240-262.

* A few months later Bleichroder begged the king for support of a similar scheme in the
Prussian province of Posen, which contained most of Prussia’s Polish subjects. The plan called for
the establishment of an agricultural bank which by issuing shares would raise capital with which
to buy land in order to sell it to peasants and tenants and to build roads and canals on behalf of
local communities. In his petition Bleichroder stressed that this project “aims at the
strengthening of the Prussian-national element in the Grand Duchy of Posen.” Bleichroder’s
petition has been cited as proof of his desire to promote the Germanisierung of Posen; it is also
possible that he stressed that element in order to gain the king’s support for a profitable venture.
In any case, he knew that the creation of banks in potentially troublesome areas could have

useful political consequences. Bleichroder to King William, 19 Jan. 1865, Berlin-Dahlem,



Preussisches Geheimes Staatsarchiv, Rep. 90, no. 1186.

§ On October 30, 1864, Roon wrote Manteuffel that he might resign, hinting that Manteuffel
should be his successor. Manteuffel declined, explaining that he could have had political
positions earlier, but that he would not take them except under conditions incompatible with
modern constitutionalism. “But aside from all that, Your Excellency entered the boat with His
Majesty and must now help to steer it—I shall gladly continue to row.” Denkwiirdigkeiten aus dem
Leben des General-Feldmarschalls Kriegsministers Grafen von Roon, 4th ed. (3 vols.; Breslau, 1897),
11, 300-301.

I Chester W. Clark, Franz Joseph and Bismarck: The Diplomacy of Austria before the War of 1866
(Cambridge, Mass., 1934), p. 226, argues that Bismarck’s support of territorial compensation at
the very time when negotiations for selling the duchies were going well was a ruse. By holding
out Glatz, he made it unlikely that the emperor would accept cash. Perhaps, although it is also
possible that by talking of both forms of compensation, he wanted to appear reasonable and put
the blame for the necessity of a cash settlement on the king. It is just remotely possible that he

was honestly raising both possibilities.

a On June 20 Count Chotek analyzed Prussia’s political troubles by saying that the government
and the upper house had followed policies that did not correspond “to the customary conduct of
these bodies in constitutional states.” But, he added, Prussia was far from being a constitutional
state. Chotek to Mensdorff, 20 June 1865, HHSA.

b Some weeks earlier, Bismarck had received and underscored a quote from an Austrian official
to the effect that “because of its lack of credit the Austrian government would temporarily have
to give up its great power position.” This was a fatality that Bismarck was determined to avoid.
Quoted in Rudolf Stadelmann, Das Jahr 1865 und das Problem von Bismarcks Deutscher Politik
(Munich and Berlin, 1933), p. 17.

¢ Still, some critics of Bismarck, like Goltz, thought the Convention more favorable to Austria
than Prussia. Otto Graf zu Stolberg-Wernigerade, Robert Heinrich Graf von der Goltz (Berlin,
1941), pp. 172ff. Radowitz even thought Gastein “wretched.... An Austrian triumph.” Hajo
Holborn, ed., Aufzeichnungen und Erinnerungen aus dem Leben des Botschafters Joseph Maria von
Radowitz (Stuttgart, 1925), 1, 76

d A couple of weeks later, he received a welcome memento from his stay at Ferriéres. As Baron
James wrote Bleichroder: “At the recent visit of Count Bismarck he pronounced some of my
wines as good, and hence I have taken the liberty of sending to your address a crate of Burgundy
and a crate of Bordeaux, with the request that you transmit these in my name to Count
Bismarck.” Baron James to Bleichroder, 18 Nov. 1865, BA.

¢ The original agreement had stipulated for 13 million to be paid by the railway; the additional

17 million mentioned by Bleichroder presumably consisted of moneys locked in the guarantee



fund that the state had established to cover possible interest payments on the railway bonds.
Now that the government was freed of this contingent liability, it could reduce the guarantee
fund to 2 million and dispose of the rest as it saw fit.

f Even Roon’s friend Friedrich Perthes urged that Prussia explore the possibilities of such a
trade on top of a cash settlement: “Does Austria really want more than a fig leaf, big
enough ... to cover a sound piece of money with it?” Prussia should give her the fig leaf, be it
Hohenzollern or Glatz. Roon, Denkwiirdigkeiten, 1I, 409-410. But Bismarck sought a fig leaf for
only one purpose: to cover his own aggressiveness, his drive for a final showdown with Austria.

His principal aim by this time was to appear as the injured party.



CHAPTER 4

A Banker’s Share in
Bismarck’s Triumph

If there is to be revolution, we would rather make than suffer it.

—Bismarck, 1866

E ighteen sixty-six was Bismarck’s Year of Triumph. It was also the
deci year for Prussia, for Germany, for central Europe. In one battle
—at Koniggratz—Austria’s position in Germany was demolished, and
Prussia emerged as Germany’s hegemonial power. The center of Europe
was revolutionized by a conservative statesman acting on behalf of a
militaristic monarchy. The union of such vast economic and military
power under an authoritarian and anachronistic government in the heart
of Europe was to have fatal consequences for the history of the world.
The next such decisive year in the history of Germany was 1945—when
in the wreckage of the Reich, Prussia was annihilated.

For decades, 1866 was celebrated as Bismarck’s achievement—and
that celebration had its pernicious consequences, too. In the last decade
or so, it has become fashionable to depreciate Bismarck’s role, virtually
to excise him, and to see the results of 1866 as the culmination of broad,
anonymous forces that pushed an economically progressive Prussia into
a position of leadership over a backward and divided Austria. No doubt,
the constellation of forces was there; Bismarck did not create the
conditions that allowed Prussia to win a victory over Austria, but he
fashioned the circumstances by which Prussia could dare to enter such a



war and successfully assimilate the fruits of her victory, without
provoking foreign intervention. He had to parry the threats of such
intervention, just as he had to parry the wishes of William and the
military to humble Austria and extract from her even more than her
total withdrawal from Germany.

Before they are won, overwhelming victories are but uncertain visions.
Before the decisive battle, Bismarck had to guard against overwhelming
defeat, which all of Europe was predicting for Prussia. Once more, he
tempered recklessness with prudence, brutality with moderation. It was
his willingness to use all possible means, to ally himself with men and to
adapt ideas that had been anathema to him, that lent substance to his
flexibility.

In his major trial, Bismarck needed bridges to new worlds, even to
revolutionary underworlds. Bleichroder proved to be such a bridge to
some of Bismarck’s erstwhile opponents in parliament; his very tie with
Bismarck symbolized and deepened Bismarck’s understanding of the
power of economic forces. But the faithful banker also proved a covert
connection to revolutionaries who needed to be paid in secret funds. In
short, Bleichroder was helpful to Bismarck in ways that have not
hitherto been understood—and that illuminate Bismarck’s ruthless
exploration and exploitation of all means to success. After the victory,
Bleichroder was allowed to share in some of its fruits.

The fratricidal war that everybody expected was slow in coming. On
both sides there remained powerful advocates of peace and compromise;
even those few leaders, notably Bismarck, who had decided that war had
become all but inevitable had to leave retreats to peace open and in any
case sought to provoke the future enemy into taking the fatal step of
unleashing the war.

In those last hectic weeks when the issue of war and peace hung in the
balance, Bismarck sensed the awesome implications for himself and his
country of the impending war. The bullet that missed him in May had
stirred thoughts of his own mortality, and over and over again in the
next few weeks he was to acknowledge that he would choose death on
the battlefield over defeat. The intimations of death were only in small
part hyperbole. Nor were they new. Days after his accession to power,



his king had said to him: “There at the Opernplatz, under my windows,
they are going to cut off your head and, a little later, mine.”! Bismarck
recognized the dangers facing him, and he knew that he was
approaching the supreme crisis. He summoned all his caution—and his
indomitable courage—to reach a safe end. He knew he was risking the
future of the Hohenzollern dynasty. If he won, it would be assured; if he
lost, Austria had already planned the truncation of Prussia. If he won, he
could shape the future of central Europe and could discipline, perhaps
harness, the revolutionary forces of the modern age. If he lost, he feared
chaos would ensue when incompetent reaction would confront
impetuous revolution.

The approaching struggle, then, was for incalculable stakes, and
Bismarck was resolved to rally every form of support. For years he had
impressed his king and nation—indeed all of Europe—with his apparent
reactionary views, and since his accession to power he had warned all
who would listen against “the Revolution,” a broad and sinister term
that covered a multitude of sins from socialism to moderate
constitutionalism. Time and again he had invoked the principle of
monarchical solidarity, especially in order to keep his Austrian partner
in line for as long as convenient. In the weeks before and after the
outbreak of the war, he reached out to the very forces he had appeared
to detest—in order both to frighten his enemies and to bolster his own
defenses.

Bismarck had repeatedly tried to capture German nationalism for his
own ends: in April 1866 his plans for a new German Confederation
included a national parliament that would be elected by universal
suffrage, according to the franchise designed by the Frankfurt Assembly
of 1849. This intended bombshell did not go off: most people found
Bismarck’s sudden conversion from an oppressor of parliaments to an
originator of them risibly transparent. Still, Bismarck’s appeal among
liberals had grown as he drew closer to their goal of German unity and
as his economic policy satisfied liberal interests as well as liberal ideas.
The way to cooperation between Bismarck and his liberal opponents was
blocked by his defiance of the budgetary rights of the lower chamber: to
this principle even the most easily seduced liberals clung, for without the
power of the purse, parliament would have lost all justification.

Bismarck needed to split the solid front of his opposition, because he



realized that it would be difficult to borrow as long as the liberals, so
closely related to the business community, denied him parliamentary
support. He needed liberals as well in order to rally German public
opinion to his side, to make plausible his credibility as a spokesman of
German nationalism. And beyond the immediate crisis, he realized—and
thereby distinguished himself from most men of his class and convictions
—that he needed them to govern the enlarged Prussia or the unified
Germany of the future. A modern state required some form of
representation.

He gradually approached the Prussian liberals, hoping to woo and
separate some of them from the ideologues who would always remain
his enemies. He made sweet overtures to the moderates, against a
background of muffled battle drums. Perhaps he hoped to kill the
liberals by embracing them.

The banking world had always stood as an intermediary between the
government and the liberal business community. Even more than other
groups, bankers longed for domestic peace, and as the crisis approached,
some of them put pressure on both sides to end the conflict. In mid-May,
for example, Abraham Oppenheim told Bismarck of the Rhinelanders’
desire for peace, but added that if war was inevitable, it should be
preceded by peace at home. Bismarck replied, as Oppenheim
immediately informed Bleichroder, that he agreed and had accordingly
asked the king to relieve him of his post, because his hated person stood
in the way of reconciliation. He had suggested a successor, the prince of
Hohenzollern, and had asked only to be undersecretary in the Foreign
Office.2* Bismarck’s account was colored by his dramatic imagination;
the exaggeration, however, attested his desire to end his conflict with
the liberal deputies. As his ties with his oldest Junker friends snapped—
his fatherly friend Ludwig von Gerlach broke with him on May 16—he
sought to bridge the chasm of the constitutional conflict.

On May 29 Bismarck saw Karl Twesten, whom but some months
before he had tried to send to prison. Five years earlier, Twesten had
described Austria as the greatest enemy of German unification and had
admitted that in foreign policy “the common view that the king’s
subjects have limited intelligence has some justification.” He was eager
to meet Bismarck more than halfway. He told him that the Diet would
grant all necessary funds if the government would acknowledge



parliament’s full and inviolable control of the budget.3 Soon it would be
more important for the liberals to be able to grant appropriations than
for the government to receive them. The liberals had to share in the
prospective victory or lose out altogether. Bismarck needed insurance
against Prussian reverses; the liberals needed insurance against a
Prussian victory.

Two days after his talk with Twesten, Bismarck received—at last—
Bodelschwingh’s resignation, after working for it, he said, for a whole
year!4 Bodelschwingh, unable to find funds for a war he abhorred, had
suffered a nervous collapse. Bismarck at once appointed von der Heydt,
an old enemy of Bodelschwingh’s. The two men, Bismarck told the king
in 1862, so hated each other that they would not sit in the same cabinet
for one day.> Heydt, a former liberal, had turned conservative and was
suspect to both parties, though he had excellent connections with the
business and especially the banking community. To a liberal enemy of
Heydt’s, Bismarck defended his choice by saying: “That man will get us
money, and we need that.”6 In later years Bismarck referred to him as
“Gold-Onkel.” Heydt had resigned as finance minister in 1862 because
he would not condone the proposed violation of the Constitution; he
returned to office on the condition that after the prospective war,
parliament be asked for an indemnity for all unauthorized expenses of
the government. Bismarck agreed, and Heydt set out to raise the
necessary funds for the approaching war, realizing that the contracting
of debts without parliamentary approval remained illegal, and that if the
war were lost or the monarchy defeated, the personal consequences for
the responsible minister would be grave indeed.”

From the first, Heydt consulted Bleichroder and Hansemann. He had
known Bleichroder for many years; most recently they had both been on
the board of the projected Baltic-North Sea canal, designed to promote
trade and Prussia’s maritime power.8 (Bismarck was one of the first to
recognize the political and economic potentialities of the canal and
worked hard to realize them.)® Much more important, just two weeks
before his appointment, Heydt had asked Bleichroder whether his firm in
Elberfeld could obtain a loan of 100,000 to 150,000 taler “even under
present circumstances,” because it had exhausted its current credit. The
“circumstances” were a deep, sudden crisis that had hit the market,
especially the cotton trade, and had brought Elberfeld close “to complete



stagnation.”10 Bleichroder immediately promised the funds, and Heydt
gratefully acknowledged his help.!l Heydt had experienced the
difficulties that scarce credit caused to entrepreneurs. He discovered that
the state faced similar problems, and in both instances he called on
Bleichroder for help.

At the crown council on the day after his appointment, Heydt, despite
these difficulties, urged that hostilities be begun as soon as possible. He
was afraid that the continued antiwar agitation of the progressives and
the ultra-montanes might infect the population. It was time for war. The
king and Bismarck agreed, but cautioned that Austria must appear as the
aggressor.12 Heydt thereupon asked Hansemann to form a consortium to
buy the treasury’s single greatest asset, its Cologne-Minden Railroad
shares. Hansemann at once consulted Bleichroder, with whom he had
collaborated intimately for more than a decade. Their banks were
practically adjoining, they saw each other daily, and Hansemann had the
highest respect for his colleague. “Bleichroder was the greatest
intelligence among all private bankers of those years,” wrote the official
biographer of Hansemann.!3 The two men readily agreed to offer the
government a price of 110; the shares were in demand right then and
traded at 117.14 The rest of the consortium, seeking to exploit the
government’s desperate need, insisted on a price of 105, and Hansemann
had the unpleasant task of telling Heydt that only he and Bleichroder
had been willing to make a reasonable bid. Heydt decided to sell the
shares gradually, and, after the first Prussian victories, at ever increasing
prices, through the Seehandlung. Bleichroder’s original coup in
arranging for the Cologne-Minden Railroad contract now supplied the
necessary funds. Bismarck never forgot that Prussia’s bankers—except
Bleichroder and Hansemann—had failed him on the eve of war. In 1889,
when lamenting the underdeveloped entrepreneurial energy and
patriotism of German capitalists, he recalled: “At an earlier time, there
was almost no possibility of covering Prussian war loans by national
capital, as the example of 1866 made clear, and the Berlin haute finance
did not feel strong enough as regards capital to muster the courage to
risk what they had for the sake of the nation.”15

Heydt was right in pointing to the agitation against the war. As the
war approached, the anti-Bismarck mood mounted, and the market
tumbled. Petitions for peace arrived in Berlin from every major city in



Prussia, save Breslau, and the will for peace produced some very un-
Prussian incidents during the mobilization for war in May.16 Marx and
Engels predicted a revolution in Berlin and a mutiny of the troops.17
Bismarck must have sensed the truth of Treitschke’s remark to him: “I
find it terrible that the most important foreign minister whom Prussia
has had for decades should at the same time be the most hated man in
Germany; I find it sadder still that the most promising ideas for
reforming the Confederation that were ever proposed by a Prussian
government should have been met by the nation with such humiliating
coldness.”18 And Bleichroder received an outraged letter at the end of
May from Count Baudissin, who wrote from Schleswig and warned that
“the enmity of the governor [Edwin von Manteuffel] toward the premier
has become an open secret.” Manteuffel’s administration, moreover,
injured Prussian interests and spread hatred of Prussia. “Everybody is
agreed,” Baudissin continued, “that the bigots must resign from political
leadership and that with the heroes of the Kreuzzeitungspartei no great
program can be executed.”1® The feudal party was losing its confidence
in the “new” Bismarck and beginning to obstruct him.

In early June the two powers finally moved to war. Austria placed the
issue of the duchies before the Confederation, and Bismarck, branding
this step a violation of the Gastein Convention, ordered Prussian troops
into Holstein. At the same time, he presented a pseudodemocratic
program for the unification of Germany without Austria, and on the
fourteenth the Diet of the Confederation accepted an Austrian motion for
mobilization against Prussia. Two days later, Prussian troops invaded
Hanover and Saxony. The die was cast.

At the outbreak of the war, nervousness turned to apprehension and
panic. The Prussian citizenry did not want war, and few people
anywhere thought that Prussia could triumph over Austria. Prussia had
not been in a major campaign for half a century; with its own house
divided, it was now battling what still seemed a formidable empire.
Hours before the war began, Abraham Oppenheim wrote Bleichroder:

Now that war appears totally unavoidable, we must face the melancholy possibility that
we might be unfortunate in the first stages and that hence the Austrians might perhaps
advance as far as Berlin, in which case the city might possibly be exposed to plundering.

As soon as you, dear friend, come to fear such a misfortune, we would beg you to send us



by mail the securities you hold for us, stating as value 20,000 taler, but do so only if you

are certain that hostilities on the Berlin-Cologne route have not yet broken out.

A week later, after some minor skirmish in which the Austrians had been
successful, Oppenheim wrote an even more alarmed letter. The
Austrians, he wrote, were spreading “shameless lies” about Prussian
plundering in enemy territory, obviously as preemptive apologies for
when “they begin to burn and plunder when they will come into enemy
territory. Therefore I beg you, dear friend, to take all precautionary
measures, you are more exposed than anyone else because people know
your connection with v. B.” And this time he instructed Bleichroder to
send their securities by the next mail—if the roads were still safe—
giving as value 25,000 taler, and to add any of his securities that he
might want. It might even be better to send them by messenger the same
evening: “Alas! These are very sad times!”20

They were also very trying times—especially for Bismarck. Bleichroder
urged him to bend every effort to make peace at home. Two days after
the war had broken out, Bismarck and Bleichroder agreed that the latter
should arrange a meeting between Bismarck and the liberal deputy
Viktor von Unruh. Bleichroder assured Unruh that Bismarck wanted the
meeting because he was resolved to end the constitutional conflict by
taking conciliatory steps. But Bleichroder—Ilike his master—thought that
a powerful threat might reinforce pleas for compromise. Accordingly, he
warned Unruh that the mobilization of war funds without the Diet would
require such desperate measures as compulsory loans and the
devaluation of the currency, which “would result in the ruin of Prussian
industry, perhaps for a generation.” Unruh’s initial suspicion that
Bleichroder, not Bismarck, had taken the initiative for this meeting was
dispelled by a hastily produced handwritten letter of Bismarck’s to
Bleichroder. Bleichroder conceded that he had urgently counseled
Bismarck to talk to liberal leaders. His doubts allayed, Unruh eagerly
accepted the invitation, as Bleichroder informed Bismarck. The two men
met on June 20, and Bismarck was prepared for Unruh’s irrepressible
desire for conciliation.2!

Unruh protested his unconditional loyalty to Prussia now that the war
had broken out and bemoaned “the absolute indifference” of the
populace. He reminded Bismarck of their earlier talk in 1859, when



Bismarck had said that Prussia was totally isolated and had but one ally,
the German people. To secure that ally now, the Constitution would
have to be restored. Bismarck agreed, as he had in his earlier
conversation with Twesten, but complained that “everybody thinks he
can do everything. He, too, is only human.” The king had objected to
Twesten’s proposals for an affirmation of parliamentary rights as an end
to the conflict, but Bismarck knew that “an early resolution of the
conflict was necessary.” Even after a military victory, he would resign
rather than continue the conflict with parliament. (A day after the
decisive battle of Koniggratz, he reiterated this promise to the crown
prince, and he redeemed it a month later.) He told Unruh, as he had told
Twesten, that he would have been willing to resign from the premiership
if only a suitable successor could be found. Unruh concurred that there
was none, because from “1849 to 1858 and from 1862 until now,
reactionary regimes had successfully seen to it that in the high reaches
of the bureaucracy there is no liberal to be found who possesses the
requisite energy and endurance and at the same time enjoys general
confidence.”?2 In effect, Unruh was telling Bismarck he was
indispensable—and by doing so, Unruh gave Bismarck a preview of what
might be called a national-liberal mentality of wunconscious
submissiveness. Bismarck was going to exploit it for several decades to
come.

Bleichroder was pleased by the conversation and immediately wrote
Baron James: “A resolution of the internal question has not yet taken
place, but the first steps have been taken.”23 No doubt Bismarck wanted
it known abroad that he was building his bridges to all factions in
Germany.

In fact, Bleichroder kept sending Baron James reassuring news—
whether he really felt that confident or not we have no way of knowing.
On June 19 he wrote Baron James: “The mood of the country has shifted
significantly in the last four days in favor of the government and it is not
improbable that the [new] Diet, to be convened shortly, will grant the
government the requisite funds.”24 (The liberals were in fact beginning
to feel—and exaggerate—their impotence; they now thought that
Bismarck could wage a war without parliament “and not only for a year.
... Absolutists and Junkers have all the luck on their side.”)25 A few days
later, Bleichroder submitted along memorandum to the Paris Rothschilds



about Prussia’s political and financial prospects. He predicted the early
end of the internal struggle and the Diet’s authorization of war credits,
and he urged the Rothschilds to subscribe if a loan were opened to
foreigners, because Prussian finances were brilliant and its public debt
was small, considering the state’s vast properties.26

On June 30 Bismarck and the king left Berlin in order to join the
Prussian armies in Bohemia. Bismarck had made every possible
preparation, and now the fortunes of war would decide. He left neither
untroubled nor unarmed: the day before, Bleichroder had given him a
hoard of gold coins: 50 Friedrichs d’or, 50 gold Napoleons, 50 Austrian
ducats, and enough silver coins to make 1,000 taler in all. Bismarck
went off to battle with $7,500 (in today’s value) in his pockets.27 Never
before or after did Bleichroder give him such an assortment of
immediately negotiable coins. Presumably Bismarck meant to be ready
to meet all eventualities. A man certain of a lightning victory would not
have traveled with his pockets full of gold. Did he have visions of
captivity, did he fear himself wandering alone on desolate battlefields, as
Frederick II had done? Gold would be useful—and a comfort.

The suspense was quickly over. Moltke had prepared the decisive
battle in meticulous detail, by the revolutionary use of modern
communications, and still convinced, as Bismarck was, “that strategy,
whether employed in diplomacy or military operations, was not an exact
science.”28 On July 3, in the neighborhood of Koniggratz, nearly half a
million men fought desperate engagements. By nightfall the Austrians
had lost a quarter of their army, and the rest was retreating back to
Vienna.

Bismarck had felt apprehensive all day. “He felt,” as he admitted later,
“that he was playing a game of cards with a million-dollar stake that he
did not really possess. Now that the wager had been won, he felt
depressed rather than elated, and as he rode through the fields filled
with dead and wounded he wondered what his feelings would be if his
eldest son were lying there.” No quarters had been prepared for him
anywhere, and as he looked for a place to sleep, he slipped and fell into
a manure pit.29

It had been the decisive battle of midcentury. Nothing would ever be
the same, not in Germany, and not in Europe. On the evening of the next
day, when told of what had happened, the papal secretary of state,



Cardinal Antonelli, exclaimed in horror: “Casca il mondo” (The world is
collapsing).30 The world that had been so painstakingly restored in 1815
and that assumed a Hapsburg hegemony over central Europe—a
hegemony that depended on the containment of revolutionary forces—
was destroyed.

The impact on Prussia was intoxicating—and devastating.31 On July 4
Bleichroder sent Bismarck a letter of fulsome adulation about the
victory, and his letter can stand as a token of Prussian submission:

I dare to importune you with these lines at a moment when fervent prayers of
thanksgiving rise to the Almighty for the mercy which he showed our fatherland through
the victory of the magnificent army of His Majesty over our hereditary enemy. Suffused
with the deepest feeling of admiration for Your Excellency, I dare to express it by way of
heartfelt congratulations for the next political success of Your Excellency and make bold
to beg you to place my humblest congratulations at the feet of His Majesty. I shall give

effect to my gratitude by diligent efforts on behalf of our wounded soldiers.32

Even allowing for the rhetoric of the time, the greatness of the moment,
and Bleichroder’s sense of having had a share in the great enterprise, this
is remarkable hyperbole. Bleichroder’s letter may also serve as an early
instance of the boundless and rather demonstrative patriotism of some
Prussian Jews, who outdid their gentile fellow citizens by enthusiastic
loyalty to the new state. The cosmopolitan, peace-loving Bleichroder
brought his offerings to the Prussian altar of victory.

Bleichroder’s letter had a functional side as well. He reported that an
important French personality in Berlin (Benedetti, perhaps, who did not
leave Berlin for Prussian headquarters until July 8 and who was a client
of Bleichroder’s) had made “worrisome remarks” which suggested that
the French “begrudge us the fruits of our victory and that they are afraid
that their monopoly of ‘gloire’ could suffer from the most recent phase of
world history.” Bleichroder predicted that French passivity would end
very soon—as it did by the end of the day. He also anticipated
Bismarck’s response, to wit, that these French “pretensions” would have
to be rebuffed, and pointed to the force that Bismarck himself would
threaten the French with: “Our national consciousness has mightily risen
and the people will enthusiastically throw themselves against anyone
who tries to obstruct the goals of the present movement.”



Bismarck did threaten Napoleon with the full wrath of German
nationalism. In warding off all foreign intervention, Bismarck was
determined to marshal every revolutionary force in Germany and Europe
in order to attain his ends, and when his Russian friends questioned his
revolutionary gestures, he gave the characteristic reply: “If there is to be
revolution, we would rather make than suffer it.”33

Bismarck had allied himself with foreign revolutionaries even before
the outbreak of the war. His alliance with “revolutionary” Italy—already
an indignity to his conservative friends—was supplemented by his close
contacts with Hungarian revolutionaries. Bismarck fully intended to
mobilize and unleash every subversive force within the enfeebled
Austrian Empire: the Hungarian émigrés, still nursing their defeat of
1849, were the most promising ally against Austria, and Bismarck had in
fact established contact with them soon after his accession to power.34
By March 1866 Bismarck’s minister in Florence, Count Usedom, was in
constant touch with the leaders of the Hungarian movement, including
the famed Louis Kossuth, planning the establishment of Hungarian
military legions on Prussian and Italian soil, destined to strike “at the
heart” of the Austrian Empire.” Bismarck also conferred directly with
several agents of a Hungarian National Committee. Throughout June,
plans for Hungarian legions to be formed in Italy and Prussia progressed
apace, although Bismarck complained to Usedom on June 10 that “he
had no considerable sums of money at his disposal” and that therefore
the Italian government should advance the necessary funds. Later on, the
Prussian government would pay back half.35

Bleichroder recognized the potential importance of this weapon; just
before the battle of Koniggratz, he wrote to Baron James that despite
Prussian superiority, the war might take a long time, because Austria
could not afford another compromise unless “Hungary makes a
revolution, of which indeed there are some signs.”3¢6 On July 5,
immediately after the battle of Koniggratz, after Austria’s request for an
armistice and Napoleon’s detested offer of mediation, Bismarck received
two leaders of the Hungarian movement, Count Czaki and Major von
Komaromy at Horitz. (There was a certain poetic justice to Bismarck’s
use of Hungarians to counter Napoleon’s threats. Napoleon himself had
encouraged the formation of Hungarian legions on Italian soil during the
Franco-Austrian war of 1859. In this, as in even more important matters,



Bismarck proved an apt pupil of Napoleon.)37 He gave the exiles a draft
for 400,000 taler, payable by Baron Werther, his deputy for foreign
affairs in Berlin. One hundred thousand taler were to be taken from the
royal Legationskasse, i.e., from Foreign Office funds, 300,000 to be
collected by Bismarck’s assistant Lothar Bucher from Bleichroder.
According to Bismarck’s order, Bucher was to deliver this handsome
sum, now suddenly available, to the two leaders, who would be staying
at a Berlin hotel under assumed names.38 The money was earmarked for
the recruitment of a Hungarian Legion, destined to enter Hungary and
disrupt the Empire. (At the same time, Bismarck urged the Italians to
land Garibaldi’s volunteers in Dalmatia, to foment revolution among
Austria’s South Slavs.)39

Bleichroder acknowledged Bismarck’s order on July 8, indicating that
he had paid the requested sum and implying that he would apply the
Saxon contribution against it.40 On June 20 the Prussian army had
imposed a daily contribution of 10,000 taler on the defeated Saxons in
exchange for their continuing fiscal autonomy.4! Bleichroder collected
this money, and against the sum advanced Bismarck the secret funds for
the Hungarians. A few weeks later, Bismarck informed Heydt that the
Saxon money had already been spent on the Hungarian Legion because
“the pressure that it will exert on Austria is of such great importance for
the conduct of the war and for peace that payments could not have been
delayed.”2 Bleichroder’s involvement in the Hungarian venture has
never before been revealed. His friends in Vienna would have been
distressed by this collusion.

Bleichroder also became involved in one of the darkest chapters of
Bismarck’s German war: the treatment of Frankfurt-am-Main. The city,
which had joined forces with Austria, was loathed by Prussian
officialdom and by William himself, for they regarded it as a hotbed of
democracy and anti-Prussianism. The Frankfurt press did in fact vilify
the Prussian regime with relish. On July 16 Prussian troops occupied the
city, and on the next day the commanding general imposed a punitive
indemnity of 6 million gulden, payable in two days. It was paid, and on
July 18, Bismarck decreed what was assumed to be an additional
indemnity of 25 million, which was less than William had wanted.

On the same day, Bleichroder asked Bismarck to appoint him transfer
agent for this indemnity, just as he had been charged with the Saxon



payments.43 Meanwhile, the new commanding general in Frankfurt,
Manteuffel, had tried to cow the city by threatening it with plunder or
by hinting at it. The Frankfurt citizenry thought a “new Hun raid was
beginning and that the ruin of Frankfurt had been decided upon.”44 On
July 22 Bleichroder wired Bismarck that the 31 million indemnity was
producing “a cry of horror” throughout South Germany. He warned that
the sum was too high and that “the actual evildoers would not be much
affected by it,” presumably because the well-to-do, not the journalists
and agitators, would have to pay.45 Bleichroder also wrote Keudell that
the indemnity was “a bit steep.”46 The fate of Frankfurt—the high
indemnity as well as the threat of Prussian looting—evoked foreign
protests, and the resultant furor embarrassed Bismarck.47 On July 25 he
telegraphed Bleichroder that the city’s indemnity was only 25 million
because the 6 million already paid would be credited to its account.48

On the same day, a delegation of Frankfurt citizens, headed by Baron
Carl Meyer, arrived in Berlin for negotiations. Rothschild’s effort to
notify Bleichroder of his trip was forbidden by the Prussian authorities in
Frankfurt.49 The reception in Berlin, however, was solicitous, and Baron
Carl Meyer returned to Berlin a second time and on August 6 and 7 saw
Bismarck. Bleichroder reported to Baron James that Bismarck had
offered to rescind the indemnity and to make other concessions if the
city freely accepted Prussian annexation.50 Bismarck sent a note to this
effect to his deputy in Frankfurt.5!

Bleichroder’s role in this dishonorable enterprise had been honorable.
He had wanted to serve Bismarck and himself by collecting and
remitting the initial indemnity. After the second indemnity was decreed,
however, he did not hesitate to warn Bismarck against the excessive
severity. It must have taken some courage to speak out against Prussia
and for Frankfurt and the Rothschilds, for in the minds of most Prussians
the two were identical. Bismarck’s subordinates were not encouraged to
criticize his actions. Bleichroder apparently did not collect the
indemnity.

On July 18 Bismarck telegraphed Bleichroder from Brno asking for a
fair rate for converting Prussian taler into Austrian money.52 Presumably
this would help Bismarck fix the amount Austria would have to pay as
war indemnity. The next day, Keudell wrote his “esteemed friend” from
Nickolsburg: “Perhaps it is of interest for you that I personally foresee a



peaceful phase. The affair isn’t closed, but seems to be going nicely. The
moment when all is closed can hardly escape the public; at such a time,
a notice [to you] would be worthless.”53 Obviously news at this stage,
four days before the conclusion of an Austro-Prussian armistice, was
valuable indeed. To know that Bismarck’s close adviser thought peace
was coming—even though he warned that he could be wrong and that
further “martial fury” might ensue—was important to a banker.
Bleichroder acknowledged Keudell’s “cherished lines” and told him that
the stock exchange had already moved into a “peace market” and that a
collapse of peace talks would of course lead to a severe drop in prices.
He begged Keudell to keep him informed.54

Bleichroder always reciprocated favors. He supplied Bismarck and his
friends with exquisite cigars and asked whether other “raffraichissements”
would find favor in their eyes. He liked being the purveyor of exotic
luxuries to his mighty friends, especially while they were exposed to the
rigors of war.55 For the less fortunate ones, for the wounded and their
families, Bleichroder showed remarkable largesse—and in his efforts
became acquainted with Johanna von Bismarck, who organized aid for
the victims of her husband’s war.56 She came to know him so well that a
year later she was already making fun of his grandiloquent phrases.57

In late July and August, Bismarck had but one aim, to effect a
victorious peace on every front or to destroy all who would deny him
such a peace. Ever since his talks with Twesten and Unruh and his
promise to Heydt, he was determined to end the constitutional conflict.
The defeat of the Progressives in the elections, fortuitously held on the
day of Koniggratz, was a favorable omen; as Bleichroder wrote Bismarck
right after these elections—in a manner that combined fawning with
counsel—“the so-called Progressive party has become discouraged, and
therefore the resolution of the [constitutional] conflict would require
only minor concessions from the kindness of His Majesty.”>8 Against
conservative opposition—the intensity of which he later exaggerated—
Bismarck persuaded the king and his ministry to open the newly elected
Diet on August 5 with a conciliatory speech from the throne and a
request for an indemnity for government expenses which, incurred
without parliamentary authorization, had been “without legal basis.”>°
In his hour of triumph, Bismarck met the moderate liberals halfway: the
patent violation of the Constitution was acknowledged; the question of



military reforms, imposed by the king in defiance of the Diet, was not
even mentioned. Bismarck needed liberal support in Prussia so that in
the face of continuing threats of foreign intervention, he could count on
—and boast of—the full support of national Germany.

While extending an olive branch to a parliament that needed but such
a gesture in order to submit, Bismarck settled affairs with foreign powers
as well. In quick succession, he negotiated a treaty of federation with the
North German states, a military alliance with the three South German
states, and a definite peace with Austria. Prussia annexed Hanover,
Hesse-Kassel, Nassau, and Frankfurt, despite William’s misgivings about
Bismarck’s toppling of the Guelphs in Hanover, the oldest reigning
dynasty in Germany. Bismarck, the archconservative, on the other hand,
was overthrowing—or threatening to overthrow—princely houses with
an abandon that no German revolutionary would have dreamed possible.
He was forced to respect the integrity of Saxony, though in brutal
negotiations with the neighboring state he exacted a heavy indemnity
and its acceptance of Prussian hegemony in North Germany. Prussia had
thus become the dominant power in all of Germany.

In completing his state-building, Bismarck had to elude Napoleon’s
intermittent demands for territorial compensation. Until Austria had
signed a preliminary peace, Bismarck had been ready to ignite every
nationalist mine in the Austrian Empire; now he threatened Napoleon
with the full force of the democratic nationalist movement in Germany.
(Bleichroder warned Baron James that Berlin “was not in a mood to
yield even an inch of German soil,” and none was lost.)60 Bismarck, “the
White Revolutionary,” as Henry Kissinger has called him, grasped the
power of German nationalism, harnessed that power to Prussian
conservative ends, and thus thwarted Napoleon’s desire for
compensation and dealt his prestige a disastrous blow.61 The Bismarck of
the 1860s acted with extraordinary quickness, flexibilty, and utterly
open-minded realism.

Prussia’s triumphs, achieved with such seeming ease, endowed
Bismarck with sudden, unbelievable popularity. The hated tyrant had
become the nation’s greatest idol. In the face of that transformation, the
Prussian Diet quickly capitulated. The liberals split—with more than half
the former opposition succumbing to Bismarck’s success, disguising their
surrender by rationalizations about the priority of power and unity over



freedom, of the “logic of facts and events” over ideas and ideals. Other
liberal deputies remembered that he had promoted liberal economic
interests, that he had facilitated the free unfolding of a new capitalistic
order. In early September 1866 the Prussian Diet, by a vote of 230 to 75,
accepted the government’s indemnity bill. The constitutional conflict
was ended. The unpolitical German had begun to play his fatal role.62

There remained the task of giving permanent form to Prussia’s
hegemony in North Germany. The new Confederation had to satisfy the
Prussian king and the king’s party and his royal cousins on the smaller
thrones of northern Germany, it had to satisfy the wishes of an
admittedly docile populace, and it had to prove attractive to the South
Germans, who, despite their suspicion of the illiberal Prussians, would
eventually have to join a similar, enlarged union. In the fall of 1866,
despite a nervous collapse that he had suffered earlier, Bismarck became
the principal architect of the new North German Confederation. Its
constitution, which also served the new Reich after 1871, was a
masterpiece of intricate obscurity. Put simply, the new Confederation
was dominated by Prussia; its representative body, the Reichstag, had a
democratic franchise but hardly a democratic function; even its
budgetary power was severely limited. The locus of sovereignty was left
uncertain. The newly founded National Liberal party, which wanted
parliamentary rights with at least a modicum of substance, extracted
some concessions from Bismarck.

Above all, the National Liberals, representing Bildung und Besitz
(education and wealth), welcomed the economic provisions of the
Constitution. Bismarck had lavished particular care on these so that they
would “remove those disadvantages to the material welfare of the
German people which had arisen from its political disunity.”63 The
Confederation provided for a common economic order; with and
partially for the National Liberals, Bismarck created the institutions of an
unfettered market economy that were to bring prosperity to Germany’s
middle classes and industrial power to the nation.

Bismarck had reason to be pleased with a constitution that would give
him far greater power than he had ever enjoyed in Prussia. In the new
Confederation he would be the only minister, unencumbered by a
cabinet of potential dissidents. Nobody was completely satisfied with the
new structure of North Germany. Bismarck alone had few regrets.



Bismarck succeeded then in so modernizing the Prussian state that it
could preserve its anachronistic conservative character. For liberals, the
constitution of 1867 marked a step back as compared to the hopes of
1848 or even to the Prussian Constitution of 1850. But there was
progress in the material realm. Here was forged that fatal and
unprecedented union of constitutional absolutism with democratic
trappings, of political nonage and economic growth, that characterized
the development of a powerful but illiberal Germany.

Bismarck’s triumph in Germany and Europe was complete. He had split
his opponents at home and formed a new majority for his rule. He had
defied or duped all Europe; he had created a new order without fully
destroying the old. No one, he thought, had divined his game in time,
and he exulted: “But I have beaten them all! All!”64 Beaten, too, was the
dream of a liberal, humane Germany, and born was a mighty, militaristic
country that would idolize power even when that power was
unrestrained by intellect or moral realism.

We might boggle at Bismarck’s identification of the victory with
himself, an identification that became the principal illusion of the
Bismarck cult. No man shapes history—and yet Bismarck, Napoleon, and
Lenin did fundamentally alter the course of their countries’ history. Most
times, Bismarck was excessively diffident about the chances of human
hands affecting destiny, but in the years from 1862 to 1866 he had felt
and suffered the trials of the lonely leader who embarks on an unclear
venture along a dangerous path, where few men followed because few
understood him, and many opposed because they were partisans of the
old way. His enemies had been legion, his supporters a handful of men—
friends like Roon or instruments like Keudell and Bucher. He was, as I
have suggested, intensely aware of the possibility and penalty of failure.
The penalty, he said, would have been death: either self-prescribed as in
his vision of death on the battlefield or death as the penalty for waging
an unsuccessful revolution. Or were these dramatic inventions of an
overwrought mind—would failure have meant no more than disgrace or
the end of a public career? But would that not have been death, too? No
matter; in later, safer years, he relished the thought of having escaped
death, and he harbored a special gratitude to those few men who had



helped him in this time of peril.¥* Among these, Bleichroder was a
preeminent figure.

Bleichroder’s services had been duly requited. “The world says that
the war brought you a great deal of money,” wrote Goldschmidt to
Bleichroder in August 1866.65 It had undoubtedly brought him that—
and much else. He had done well in the past half-decade, as had his
“good friend” in whose shadow his own fame spread. The most precious
achievement in a rich period was the establishment of this special
relation with Bismarck—and that was destined to endure and grow
deeper.

* As early as February 14, 1866, Bismarck had told the French ambassador that Prussia might
have to appeal to German nationalism and call for a German parliament. In such a case, he
would himself recommend that the king appoint another ministry, headed by Goltz. Somewhat
later, Bleichroder reported to Baron James that the market had been alarmed by a rumor that
Goltz was about to replace Bismarck, who in turn would become ambassador in Paris. OD, II,
299; Bleichroder to Baron James, 28 Feb. 1866, RA.

T In a dispatch to the Italian General La Marmora of June 17, Usedom used the famous “stab-
in-the-heart” phrase to incite an Italian thrust against Austria, with the help of Hungarian
revolutionaries. In 1868 Usedom’s dispatch was made public in Italy, and Bismarck sought to
distance himself from Usedom and the Hungarian enterprise; at a still later time, he pretended
that he had encouraged Hungarian revolutionaries only after Napoleon’s intervention on July 4.
GW, VI1, 401-409, XV, 271; and Eduard von Wertheimer, Bismarck im Politischen Kampf (Berlin,
1930), pp. 280-281.

* How common this feeling of supreme danger was can be gleaned from a letter which Roon
wrote to Perthes on June 26, 1866: “So very often I appear to myself (and when I say ‘I’ here 1
don’t mean my own person but rather the personification of the present government) as a
tightrope walker, who carries a heavy, shifting dead burden on his neck across Niagara Falls,
knowing that every misstep or slip, even only an unbalanced shifting of the weight, will lead to
the carrier’s fall into the abyss, knowing that everything depends on strong nerves and sure-
footed steps, and that still more depends on the will of Him who keeps nerves and muscles
efficient and without whom not a sparrow falls from the roof.” Denkwiirdigkeiten aus dem Leben

des General-Feldmarschalls Kriegsministers Grafen von Roon, 4th ed. (3 vols.; Breslau, 1897), 11, 141.



CHAPTER 5

Bismarck’s Purse and
Bleichroder’s Place

Pomeranian estate owners [Gutsbesitzer] have always had their House Jew. I am a

Pomeranian estate owner and have Bleichroder.

—Bismarck

“Which vice do you hate most?” “Servility.”

—XKarl Marx, 1860s

he victories of 1866 benefited both Bismarck and Bleichroder. In
the p#vate realm, each man desired what the other possessed. Bismarck
wanted ample means in order to indulge his passion for land, while
Bleichroder wanted a secure place in Prussia’s traditional-hierarchical
society. Bismarck facilitated Bleichroder’s social rise; Bleichroder
promoted Bismarck’s economic well-being and taught him something
about the modern economic world. In that sense, he assisted Bismarck in
his role as partial modernizer.

The collaboration of the two men—which became acknowledged fact
after 1866—epitomized the larger regrouping of German society at the
time. The economy was changing, and aristocrats sought to expand or at
least maintain their economic position, while businessmen, often
plutocratic upstarts, sought to secure social status. In his private life
Bismarck paralleled his public achievement: by having Bleichroder at his
side, by thus recognizing the importance and value of the business
world, he promoted the reconciliation of agrarian and capitalistic, of



noble and middle-class, interests. Bismarck created favorable conditions
for capitalism, and Bleichroder facilitated the survival of a precapitalistic
social order.

In the first four decades of his life, Bismarck had more experience in
surviving debts than in choosing investments. He acquired wealth as he
acquired fame—in public service. The triumphs of 1866 marked the
turning point for Bismarck in the private as well as in the public realm.

It was an amiable custom of the nineteenth century, inherited from
earlier times, that victorious statesmen and generals should be rewarded
by grateful monarchs and nations. Virtue may be its own reward: success
breeds rewards. Acclaim is fleeting; a hereditary title or a large
monetary gift is a lasting testimonial. Having just “escaped the gallows,”
Bismarck now received honors and riches.

After the war with Denmark, Bismarck was made a count. After the
six-week war in 1866, a submissive Diet—on behalf of a grateful nation
—voted Bismarck a gift of 400,000 taler (a little more than $2 million in
1974 currency). It was a handsome gift; lesser gifts were made to Roon
and Moltke. For Bismarck it was the beginning of his large fortune,
though some years later, he said it had gone against his grain to accept
the money from the Diet: “I did not want to take any money from people
with whom for so many years I quarreled so bitterly.... But in the end I
did succumb to the temptation.”!

Bismarck never denied his fondness for money—it would have seemed
false and stupid to him to do so. Only more delicately minded later
historians excised that side of him, as they excised his own references to
his tumultuous youth or his “hatred” for his mother.2 Money provided
independence, comfort, privacy; he would have agreed with Heinrich
Heine that money had to be valued as the only means to freedom.3 As a
young man, Bismarck had experienced indebtedness, the fate of many of
his fellow Junkers. He had no intention of neglecting his investments or
his estates; like most men who have once felt the pangs of penury,
Bismarck could never bring himself to relax, to think that he was a
multimillionaire able to afford losses, taxes, or the consequences of
mismanagement. In his attitude toward money, as toward power and
diplomacy, Bismarck was utterly realistic. He also thought that property
was the “supreme legitimation for participating in things political.”4 The
management of money was an index to character: sobriety was a virtue,



profligacy or neglect a vice. Genteel poverty and overbearing plutocracy
were equally unattractive to Bismarck.

He had learned the hard way. In the late 1830s his father’s debts and
his own large and variously contracted debts forced him out of his
bureaucratic career, which in any case he did not relish, and brought
him back to the management of ancestral and debt-ridden estates.5 After
his father’s death in 1845, Bismarck inherited Schonhausen and
Kniephof. He leased Kniephof to a tenant, and after his entry into
politics, he leased Schonhausen as well. By the time he was in Frankfurt,
he seems to have reduced his indebtedness and, with Rothschild’s help,
had for the first time invested in the stock market.

Bleichroder entered Bismarck’s service in 1859—in a subordinate
position. He collected Bismarck’s salary, which as ambassador to St.
Petersburg was 33,000 taler, from which Bismarck had to pay most of
his own moving and entertainment expenses.® No wonder he complained
that in reassigning diplomats the state was levying a forced loan on
them.” In these early years, Bleichroder essentially acted as transfer
agent, receiving and disbursing funds. Any surplus between income and
expense Bleichroder transmitted to the Frankfurt Rothschilds, with
whom Bismarck still retained a large account. Judging from the
surviving accounts in the so-called Schonhausen Archive—now
quartered in an attic above the present Prince Bismarck’s riding stables
—it seems unlikely that Bleichroder then invested any of Bismarck’s
funds. It was a time of largely routine bookkeeping, and the record
suggests that in the beginning it was Bleichroder who asked and
Bismarck who granted various favors.

In the very first letter we have from Bleichroder to Bismarck he thanks
Bismarck for having supplied him with information about the
prospective Russian loan. In January 1861 he again thanks Bismarck for
his information and laments that his letters are sent by regular mail
“which, given the often valuable content of these letters, seems not
always advisable.”® It was the old refrain: Bleichroder wanted expert
news, expeditiously and confidentially delivered.

Very quickly, however, the Bismarck-Bleichroder relationship became
one of give and take. In 1861, for the first time, Bismarck asked
Bleichroder’s advice, which, rather ironically, considering his later
successes, turned out to be poor. Bismarck wanted to know whether he



should sell his shares of the Berlin Brewery, also known as Tivoli; the
Frankfurt Rothschilds must have bought them, but Bleichroder was on
the board of the company and hence well acquainted with its affairs.
Bleichroder counseled against a sale, on the assumption that shares
would greatly appreciate once they were formally introduced on the
market. The business was “entirely healthy,” with a likely dividend of 6
to 7 percent.9 A little later, Bleichroder assured his friend Abraham
Oppenheim that he expected a dividend of 5 to 6 percent. By November
Oppenheim wrote Bleichroder angry letters about the sudden drop in the
price of shares (from 75 to 50 in one day), about the “offenses” that
management must have committed and concealed from Bleichroder. The
situation was “wretched,” and Oppenheim was furious that the company
was now asking its principal shareholders to raise further capital when
but a few months earlier they had still been assured of the total financial
soundness of the enterprise.10

In January 1862 Bleichroder wrote Bismarck a five-page letter, telling
him that the company had paid no dividends and would pay none, that
in fact its “chief trouble” was a shortage of capital. The company would
soon call a meeting at which the principal, original shareholders would
be asked to invest further sums, proportionate to their original
investments; if this should be refused, “the business will succumb to
bankruptcy.” The main shareholders—the Rothschilds of Frankfurt,
Oppenheim of Cologne, Goldschmidt of Frankfurt—had already agreed
to contribute the additional capital; the other principal shareowner, S. E.
Giinzberg, of St. Petersburg, had so far refused. “I would be very grateful
if in your own interest and that of the other shareowners Your
Excellency would summon Mr. Giinzberg ... and urge him not to persist
in his refusal, which would bring ruin to an enterprise that is
intrinsically healthy and viable, but which needs some additional
assistance.” Bleichroder added that his own experts had pronounced the
prospects of a refinanced company as healthy. He begged Bismarck to
forgive him his “boldness” in asking for his help; he was doing it for
everybody’s welfare but would remain beholden to Bismarck for help.11
We have no way of knowing whether the Prussian ambassador did
summon Giinzberg to his office. But the company survived and Bismarck
forgave Bleichroder his presumption, though it may have seemed to him
only another instance of a man pushing his interest.”



In 1862, Bismarck assumed the premiership in Berlin—at less than
half his ambassadorial salary. He now received 15,000 taler a year, plus
a modest official residence. Bleichroder took care of the routine accounts
of the Bismarck family, transmitting regular payments for household
expenses of 500 or 1,000 taler at a time. Bismarck’s salary was
insufficient for his expenses, which in addition to the family’s needs—he
had three children—included occasional help to his father-in-law and
other relatives. At this time, Bleichroder seems not to have collected
Bismarck’s income from Schonhausen, estimated at 3,500 taler, or the
much smaller amount from Kniephof.12 It is known that Bismarck
entertained frugally, but he liked to live well. In July 1863, for example,
Bleichroder paid a bill of 203 taler to Moét et Chandon for champagne,
and two years later Bleichroder listed his various payments to the Paris
Rothschilds on Bismarck’s account, which Bismarck in his own hand
identified as money spent in Biarritz. The total for that vacation came to
10,550 francs (say, $20,000 in 1974 funds), and despite the fact that
Biarritz had been a political vacation, there is no indication that
Bismarck received any reimbursement for this rather extravagant
expense.13 In 1866 Bismarck’s total expenses, as listed by Bleichroder,
amounted to 27,000 taler, although some of the items may have been
capital expenditures or loans.

In the beginning Bleichroder’s functions were essentially those of a
private paymaster. The Frankfurt Rothschilds remained in charge of
Bismarck’s investments; in one of the few remaining balance sheets from
the Rothschilds, it appears that on June 30, 1863, Bismarck’s balance
with them was 82,247 gulden.14 Bismarck must have had a reason for
leaving his account in Frankfurt; at the height of the constitutional
conflict, he may have thought it prudent to leave his mobile wealth in
safe hands—outside Prussia. Bleichroder, on the other hand, must have
yearned to replace the Rothschilds as Bismarck’s investment counselor.
Although bound to them by ties of business and loyalty, Bleichroder
coveted Bismarck’s custom. He was eager to prove his special solicitude,
to offer favors and services that the older House might no longer think of
granting. One special courtesy—a harsher term could also be used—was
to grant Bismarck free stock options and in this way promise him a good
chance of profit at no cost or risk. In May 1863, for example, he wrote
Bismarck that he “was holding at the disposition of Your Excellency”



1,000 taler’s worth of Berlin-Anhalt Railroad shares at 1483 and
another 1,000 taler’s worth of Rheinische Railroad at 102% until
September 30. In short, Bleichroder gave Bismarck a five-month option
to buy these shares at a fixed price. Bismarck declined.15 Eleven months
later, on a day when Bismarck made a cash deposit of 27,000 taler (the
source of that money is not given, but Bleichroder noted that he would
credit it with 5 percent, whereas the Frankfurt Rothschilds seem to have
given Bismarck only 4 percent interest), Bleichroder again offered
Bismarck a sixty-day call on 40,000 taler’s worth of railroad shares, and
again Bismarck put in the margin “nein.”16 In September 1864 he
offered a 100-day option on 20,000 taler’s worth of shares of the
Prussian Bank, which Bismarck took up on October 1 and sold eight
months later for a profit of 1,100 taler.l” Bleichroder’s solicitude and
Bismarck’s interest in the stock market were attested in other ways. By
the winter of 1863, for example, Bleichroder supplemented his oral
reports with repeated letters about the state of the market; in December
1863 he sent similar reports to Carl Ludwig Zitelmann, Bismarck’s
amanuensis for internal affairs.18 The health of the market and the views
of the Rothschilds and of the business world generally were matters of
great importance to Bismarck, in both his public and his private roles.

Eighteen sixty-six was the critical year for Bismarck’s private finances
—and for Bleichroder’s management of them. Bleichroder’s annual
statement mirrored the extreme fluctuations of that year: Bismarck’s
balance varied sharply, and so did the rate of interest which Bleichroder
credited him with, proportionate to the official discount rate. From May
11 to July 13 the rate was 9 percent; by December, it had fallen to 4
percent. In December 1866 Bleichroder made the first major investments
for Bismarck: he bought 6 percent United States bonds for 21,623 taler,
Saxon bonds at 5 percent (which Bleichroder helped to place on the
market) for 24,875 taler, and shares of the Friedrich Wilhelm Nordbahn
for 16,075 taler.19 The end of the Civil War marked an auspicious
moment for United States investments, and the Rothschilds generally
became heavy buyers of American securities.

For Bleichroder the most important change of that year was
Bismarck’s decision to close his account with the Frankfurt Rothschilds.
The exact date is not clear; the transfer of funds from Rothschild to
Bleichroder must have taken place gradually, with the final transfer of



57,000 taler taking place in July 1867. We have no way of knowing why
Bismarck finally switched from the Rothschilds to Bleichroder, but the
fact that the change occurred at the end of the constitutional conflict in
Prussia, just when Frankfurt lost its independence, is surely more than a
coincidence: with Bismarck’s position in Berlin triumphantly secure,
there was no possible advantage to keeping his funds elsewhere.
Bleichroder now became even closer to Bismarck than before.

Bismarck’s confidence in Bleichroder’s judgment was exemplified in
yet another way. In July 1867, shortly after his own return from Paris,
Bismarck inquired about the prospects of the market. Bleichroder replied
that the Berlin market had become unsettled as a consequence of
bellicose rumors from Paris, “where alarmists have been set loose.” He
added that, whatever the political significance of these reports, he
expected the market to be depressed, and hence he urged Bismarck to
sell his securities insofar as this could still be done at profit or “with
minor losses.”20 Immediately upon receipt of this letter, Bismarck
instructed Hermann von Dechend, head of the Prussian Hauptbank, to
sell the remaining securities which the Bank held in Bismarck’s name—
presumably from the public gift of that year.

Although T do not believe in any dangerous political complication.... I do believe that
influential people in Paris are working d la baisse and that hotheads there are writing
dispatches and inspiring newspaper articles. I do not consider it unlikely therefore that we
are facing a time of market disquiet during which securities could be sold only with

difficulty and during which it may well be that I will want some cash.™

In mid-July Bleichroder repeated his warnings with greater specificity:
the French government, he reported, had decided on major army reforms
even without parliamentary authorization, and the Austrians were also
ordering new armaments. There were thunderclouds everywhere, he
complained, and the apathetic market would soon go bearish. It was
time to sell. Two days later, Keudell transmitted Bismarck’s
authorization for the sale of his railway shares. After both Dechend and
Rothschild had sent their funds and after Bleichroder’s sale of Bismarck’s
securities, Bismarck’s balance with Bleichroder in mid-July was 194,000
taler.21

At the time of these major investment changes, Bismarck was already



living on his new estate, in Varzin. In transmitting the 400,000 taler that
a subdued Diet had voted, William urged Bismarck that the money be
used for the purchase of an entailed estate that would forever belong to
the Bismarcks and would serve as a memorial to his greatness.22
Bismarck readily obliged, and in April 1867 he bought from Count
Blumenthal the Herrschaft Varzin near Koslin in Pomerania. The nation’s
gift proved insufficient, and Bleichroder had to advance additional
funds.23 The advance was short-term, and it would seem that
Bleichroder lent Bismarck the money without interest—his private gift.
Later that year Bismarck sold the old paternal estate of Kniephof to his
nephew, without letting familial sentiments depress the price unduly.24

Varzin was immense: at purchase it comprised 22,500 Morgen (or
about 14,171 acres), half of them forest, much of it cut over. The estate
also included seven villages.25 Still, it was not enough, and Bismarck
immediately sought to “round out” his holdings. To a friend he confessed
that every evening he felt a ravenous hunger to annex the adjoining
estates, but in the morning he could view them calmly.26 Gradually he
acquired almost half as much land again. Bleichroder came to share the
financial worries that the chancellor’s acquisitive habits produced.

Bismarck’s heart was in his estates. He loved his new retreat and,
pleading ill health, lived there for months on end. To Americans, he
boasted of having become “the country squire of Varzin,” inviting his
friend Motley to come to see him in the “backwoods,” only half a day by
train from Berlin.27 Invitations, though, were rare, and mostly the
Bismarcks were by themselves; trees, he wrote, meant more to him than
humans, and he rudely told his ministers to leave him alone, “de me
f ... la paix.”28 In the summer of 1867 Bismarck camped out in Varzin,
alone, without family or furniture. In a touching letter that has survived
in the Bleichroder Archive, old Puttkamer, Bismarck’s father-in-law,
promised to dispatch clean linen and napkins there, so “there would be
no scarcity” when the family came.29

But there was more to Varzin than riding, hunting, and endless beech
forests. Bismarck took the business side of his holdings seriously, and
complained of “the restless life of the Gutsbesitzer.”30 He had two aims:
to enlarge his holdings and to make them pay. “Everything had to be run
economically,” his forester recalled.31 He always had his eye on
profitable manufacturing enterprises that could contribute to the meager



yield his tenant farmers (Pdchter) produced. In all these endeavors, from
the buying of new lands to their profitable operation, Bismarck turned to
Bleichroder for advice and assistance. In 1868 Bismarck negotiated with
the brothers Moritz and Georg Behrend from Koslin a twenty-year lease
for a burned-down mill that he had bought and wanted to convert to a
paper mill.32 A year later, Bleichroder acknowledged Bismarck’s order to
establish a credit line to the Behrends of 25,000 taler. The total sums
Bismarck advanced were to be far greater.33 In later years Bleichroder
was often called upon to deal directly with the Behrends, whom
Bismarck entrusted with other ventures as well and with whom relations
became increasingly difficult. The Behrends were either Jews or
converted Jews. Johanna was not always happy when in the late 1860s,
“Bleichroder and Behrend have to eat there on business.”34

Bleichroder was skeptical of Bismarck’s land hunger and his
assumption that estates could be turned into paying propositions. In the
fall of 1868, with Bismarck again planning to make additional purchases
around Varzin, Bleichroder cautioned:

Although I am honored with taking care only of your capital investments, I respectfully
point out ... that the estates, despite cheap purchase price, yield only 2% percent and that
hence it is financially absolutely necessary to invest the funds earmarked for securities at
as high an interest rate as possible.... If T may presume to make ... a suggestion
concerning the lands [terrains] to be acquired, it would be that none of the existing
securities should be sold but that a 4 percent mortgage should be given to me. In this way

Your Excellency would not lose any of the high interest rate that securities afford.3>

A year earlier, he had offered to take a 45,000-taler mortgage at 4'2
percent.36 At the prevailing discount rate of 2 to 2% percent, such a
mortgage would be no burden on the lender, Bleichroder assured
Bismarck.37 It is noteworthy that Bleichroder thought it necessary to
give this assurance, to say in effect that a loan on these terms would be
no particular favor to the chancellor. Did he have reason to think that
Bismarck might mind being too beholden to his banker—or was
Bismarck afraid others would mind for him?

Bleichroder wanted Bismarck to understand that by satisfying his
ravenous land hunger he was not acting as “economic man,” but that
because he (like nineteenth-century gentry generally) saw a special



virtue in land he incurred special burdens. Economists would measure
that special virtue by the difference between the rate of return on land
as against other investments (of comparable risk). In Bismarck’s case, the
difference between investing in land or in “mobile” wealth, assuming
Bleichroder’s figures to be roughly accurate, would have been many
thousands of taler a year. By Bleichroder’s rough figures, Bismarck’s
annual return from Varzin should have been about 12,500 taler. But the
noneconomic factors outweighed such considerations: to a Bismarck,
“mobile” wealth afforded none of the tangible pleasure, none of the
psychic return of security, that rooted or landed wealth provided. On the
other hand, German landowners, Bismarck included, always tried to
squeeze as much profit out of their holdings as possible, at the expense
often of the state and the rest of the population. They were determined
to retain their anachronistic ways, so closely related to their status, and
to prosper as well.

At Bismarck’s insistence, Bleichroder sold some of his securities (Tivoli
included) and offered some important homilies in return: “The
disposition of our materially minded century is to squeeze as much
interest from capital as possible....” Bleichroder’s formulations were
sometimes unintentionally entertaining, and the enunciation of this
general law with its faintly pejorative note about Mammon must have
amused Bismarck. Bleichroder continued that “the time of mortgage
bonds [Pfandbriefe] seems to me to be over, and our high-interest-
bearing railroads, too, will in some years suffer the same fate as
turnpikes and will barely yield 3 to 4 percent.” Russian finance experts,
he continued, had understood this and were attracting foreign, mostly
French, capital to build their railroad at a higher but perfectly safe rate
of interest.

He added further that if Bismarck were able to buy new land at a
genuinely low price, then it too would appreciate—because the king had
finally given some encouragement to a plan by Baron von Senfft-Pilsach,
as modified by Bleichroder and his associates (especially Oppenheim in
Cologne and Hansemann’s Disconto-Gesellschaft in Berlin) to found a
company that would lease or buy “the lands of our monarchy” and thus
drive up the price of land. Bleichroder promised to give Bismarck further
details of this project at his forthcoming visit to Varzin, after his visit to
Paris.38 Bleichroder’s aside was of calculated importance; his trip to



Paris—in the company of Hansemann and Oppenheim—had to do with
the founding of a German equivalent of the Crédit Foncier, which would
mobilize large amounts of capital in order to allow peasants or
landowners to buy, rent, or improve land. There was much bureaucratic
opposition to this plan, and Bleichroder took an early and seemingly
innocent occasion to awaken Bismarck’s interest in a scheme that would
benefit him, too. A year later, Bismarck’s unflagging support for the
founding of a Prussian mortgage bank, the Preussische Central-
Bodenkredit-Aktiengesellschaft, proved decisive.39

Between 1866 and 1870, Bleichroder’s principal concern was with
Bismarck’s security portfolio. With the chancellor’s consent, he bought
and sold—and it was this function that provided the opportunity for ever
closer contacts and exchanges. Bleichroder proposed and Bismarck
approved a conservative portfolio. Gradually Bleichroder revamped
Bismarck’s investments. In 1868 he sold nearly 6,000 taler’s worth of
Tivoli Brewery and nearly 77,000 taler’s of Pomeranian mortgage bonds.
At the same time he transferred 20,000 taler to Bismarck’s legal
representative, Gustav von Wilmowski, either for new land or for new
credits to the Behrends. For the rest, Bleichroder added a sizable holding
of Russian mortgage bonds, which repeatedly in the next few years he
exchanged for new issues of the same kind, which Bleichroder could
offer at 3 to 5 percent discount. Frequent conversion, then, yielded a
good profit.40 Bleichroder also managed to secure Bismarck some short-
term profit on other investments: in July 1869, for example, he bought
$40,000 worth of 6 percent United States bonds for 49,725 taler and
sold them five months later for 52,874 taler. (This meant a 6 percent
capital gain in five months as well as 6 percent interest.)4! It is an odd
coincidence that during the Franco-Prussian war, as we shall see below,
Bismarck showed a remarkable appreciation of America’s role in the
world.

Bismarck’s portfolio changed in content and value—the latter
depending on his other needs. In 1869 the portfolio was worth 138,500
taler; in February 1870 it had temporarily shrunk to 86,023 taler; much
of the balance had gone to the Behrends and further land purchases. In
the late 1860s it was not uncommon for Bismarck to have very large
overdrafts on his account with Bleichroder, sometimes ranging from
50,000 to 80,000 taler. These overdrafts were of course more than



covered by Bismarck’s securities. But Bleichroder seems to have lent
Bismarck short-term money without interest, a favor that he was
unlikely to have extended to anyone else. The subject was not broached
in any of Bleichroder’s letters, and we may assume that by mutual
consent a delicate silence covered this issue.

Bismarck and Bleichroder conferred regularly, in and out of Berlin.
Between meetings, they corresponded, directly or through Bismarck’s
aides. From Bleichroder’s letters to Bismarck and to the Rothschilds, we
know that they discussed more than Bismarck’s private affairs. Indeed,
there was no hard and fast line between private and public realm. The
subjects they discussed, the news they exchanged, necessarily covered
what might be called the political economy of Europe—hence these were
matters that concerned Bismarck, the statesman and the investor. They
talked of war and peace, of the prospects of the stock market, but also of
specific matters, such as Bismarck’s worry in 1868 about “price increases
and the lower employment figures in industry which prevail in Prussia
also. As soon as the weather improves, the government will energetically
push railroad construction and look for means to reduce the price of
bread.”42

In those years, Bismarck’s horizon steadily widened, and his grasp of
economics—that is to say, of the interconnectedness of things—
deepened. Bleichroder transmitted to him the best financial intelligence
of the period: by virtue of Bleichroder’s investments, Bismarck perforce
became concerned with the economic progress of the United States, of
Russia, of German railroads. He learned about the capital market, and as
one of Prussia’s large landowners he learned about land credit, timber
sales, and paper manufacturing in a continually fluctuating market.
Under expert guidance and with the most pressing incentive—his own
profit—the chancellor came to appreciate the intricate nature of an
agrarian-commercial world.

At times Bismarck affected to neglect the affairs of state and withdrew
to Varzin, nursing his injured health. The more time Bismarck spent
rusticating in his favorite estate and lovely park, cut off from frantic
Berlin, the more important was Bleichroder’s easy entrée. When matters
of state oppressed Bismarck, and his underlings in Berlin were told to
withhold disagreeable mail, he still cherished a concern for his own
affairs. He painstakingly examined Bleichroder’s statements. His interest



in his private affairs was minute and constant, as his contemporaries
knew. In 1869, apropos of recurrent rumors that Bismarck’s ill health
would force his resignation, the Austrian chargé, Baron Miinch, wrote
his foreign minister: “But all reports agree that in Varzin Count Bismarck
is devoting the greatest attention and activity to the conditions of his
fortune and that he is making his landed estate more profitable.”43

At times of crisis—and who in Europe knew better than Bismarck
when there was a real as distinguished from a rumored crisis—Bismarck
sought to protect his capital, to move defensively. Of course
Bleichroder’s news—and, more importantly, his own—informed
Bismarck’s investment decisions. Such prudence seemed anything but
culpable to Bismarck. If he had felt any scruples—or expected others to
feel any moral unease at this mixing of private and public business—he
would, at the time of Gastein, not have asked Eulenburg to instruct
Bleichroder about his securities but would have done so directly, nor in
July 1867 would he have given Dechend market instructions based on
political explanations. As we will see, he exercised the same care in the
management of his funds at the time of the outbreak of the Franco-
Prussian war. A few months later, he pooh-poohed the idea that one
could make money by using political knowledge. And in a way he was
right: he was merely using it to save money, and he was always
indignant at statesmen (the French foreign minister, Gramont, for
example) who combined policy and speculation in such a way as to
make the former serve the latter.#4 Only a very naive observer—or a
German historian affecting contempt for money—would be surprised to
learn that at times of great political crisis Bismarck found time to think
of his investments. Was he profiting from his unique position in order to
protect his wealth? Bismarck would have felt that to ignore the
intelligence his position brought him would be tantamount to self-injury.
The idea that power should be resolutely unprofitable, that public and
private interests might be incompatible because the latter might corrupt
the former, did not occur to Bismarck or to other nineteenth-century
giants. Power, they knew, brought pain and tribulation as well as
exhilaration and possible fame; it certainly should command deference
and loyalty, and if these proved profitable, tant mieux. Profit was no
threat to their integrity nor impoverishment an acceptable reward for
service to king and country.



For Bleichroder, the growing intimacy with Bismarck was invaluable. To
be Bismarck’s banker and confidant—and to be known as such—certified
Bleichroder’s special status. But there were also certain immediate,
practical advantages that Bleichroder drew from this close relationship.
Like the Rothschilds, like any financier, Bleichroder put a special
premium on being abreast of major developments, on knowing a few
hours or days ahead of his competitors the likely climate of the market.
Because of his double role as Bismarck’s investor and adviser,
Bleichroder had ample reason for supplying the chancellor with a steady
stream of news about the political economy of Europe. In conversation
or correspondence Bismarck would have to offer some comment of his
own, some comfirmation or denial of a report. In short, by transmitting
news to Bismarck, Bleichroder was also continually soliciting news from
him. And for Bleichroder to know the thoughts or the disposition of the
most influential actor on Europe’s stage was of incalculable importance.
Both men were perfectly candid about this aspect of their relationship.
At the end of 1869, for example, Bleichroder counseled Bismarck not to
sell his securities, but hedged: “If, however, Your Excellency should
expect troubles in the Near Eastern question or other political
complications, then I would indeed sell all Your Excellency’s
securities.”#5 Bismarck was equally candid; he once defined his
relationship with Bleichroder to Lord Odo Russell, the British
ambassador in Berlin in the 1870s, when Russell had been instructed to
find out whether the British government should consider Bleichroder as
a well-informed source. Bismarck said: “Are you aware of the fact that
Bleichroder administers my private fortune? If so, do you believe that I
would mislead him?”46

Gradually something more than a mere business relationship ripened.
Bleichroder must not only have been efficient and successful, as well as
pleasingly subservient and solicitous; he must have been congenial as
well, for their relations deepened in these years and even Johanna
formed personal ties to him. Some of the Bismarck clan—Otto’s cousin
and collaborator, Bismarck-Bohlen, for example—used Bleichroder as
banker and investment counselor. Others had to deal with Bleichroder
because Bismarck referred all financial matters to him. Occasionally
Bismarck handed Bleichroder personal letters from his family, with
appropriate instructions noted at the top. Thus there survive in the



Bleichroder Archive two letters from old Puttkamer to his “dear son,”
full of affection and fond hopes of seeing him and his boys in Varzin,
while also informing him of his need for 17,600 taler, for which he
would pay 5 percent interest. Bleichroder was the intermediary.47 The
clan probably looked on Bleichroder as it did on money: a necessary evil.
Johanna’s cousin Bernhard von Puttkamer wrote Bismarck about some
compromise in an inheritance question, adding: “I did this with the
greatest pleasure because I know of nothing more disagreeable than
strife and discord within the family on account of cursed Mammon.”48
Bleichroder’s letters to Bismarck—always a composite of candor and
flattery, of substance and froth—attest this growing intimacy and mutual
concern. Each was worried about the other’s health. In those four years,
Bismarck suffered repeated bouts of nervous exhaustion or irritation,
which in the fashion of the day were treated by strenuous cures or
prolonged rustic rests. The Iron Chancellor, even then, was a frequent
victim of psychosomatic ills, and the magnificent exterior and lucid
mind hid brittle nerves and a troubled spirit.¥ Bleichroder’s anxiety was
touching, and his expression of it—even allowing for the greater
extravagance of the times—a little fulsome or bizarre: “The news about
Your Excellency’s condition gave me infinite pleasure and together with
thousands of others I send a daily prayer to the Creator [Weltenschopfer]
for the strengthening of Your Excellency’s health.” Or a year later: “May
my daily prayers to the Creator be heard and may He very soon let Your
Excellency completely recover and regain strength—to the joy of the
noble family and friends and as a blessing for our fatherland.”49 Prayers
were regularly supplemented by appropriate delicacies to speed
Bismarck’s recovery: endless caskets of specially shipped caviar,
sturgeon, paté, and an occasional wine to wash them down. Bleichroder
also arranged for the doctor to send him direct telegraphic bulletins from
Varzin concerning Bismarck’s health.50 In the fall of 1869 Bleichroder
underwent a serious eye operation and for some time afterward suffered
from an inflammation of the eye. He cited his infirmity as cause for his
silence. After this, the Bismarcks always inquired after his health. At
least in suffering there was a kind of equality. Twice in those years, in
the fall of 1868 and 1869, Bleichroder spent some days in Varzin, and he
probably visited Bismarck for shorter periods there as well. The visits
were private. The fact that they had taken place was a secret Bleichroder



showed little reticence in revealing.

Bismarck’s triumph in 1866 also transformed Bleichroder’s life. He had
been Bismarck’s helper in the dark, uncertain days. As Bismarck became
the dominant statesman of Europe, Bleichroder’s prominence grew as
well.

Bleichroder owed his successes to a conjunction of happy
circumstances. After 1866 Berlin became Germany’s national center;
Bismarck had wanted it so and had indignantly rejected court
suggestions that the new Reichstag should meet in Potsdam or Frankfurt.
Only from its own capital could Prussia exert the necessary force to
assimilate Germany to Prussian supremacy.5! And in this newly
important Berlin, Bleichroder was known to be wealthy, hence within
limits powerful; he was known to be Bismarck’s confidant, hence
certified as knowledgeable and reliable; he had close ties to the
Rothschilds, hence an international eminence. He was constantly gaining
more wealth, more connections, more dignity. But none of this was
automatic or painless. He had to work unceasingly to win his place.

Bleichroder’s rise after 1866 illustrates dramatically the interlocking
nature of Germany’s new order. It was Bleichroder’s simultaneous
success in different realms—in the banking world, in Bismarck’s world,
in the world of European finance and of the Rothschilds, in the tightly
ordered world of the Prussian court—that gave him his preeminence. He
helped to bring these worlds closer together, and his success in one
realm reinforced his claim in another. Money begets more than money;
it begets influence and some—Ilimited—forms of power. But for
Bleichroder, as for European financiers generally, wealth was not
enough; in a traditional-hierarchical society, it was status and public
acceptance that mattered. Bleichroder’s spreading importance
symbolized the triumph of capitalism itself, and yet Bleichroder’s story
also demonstrates the limits and travails entailed in that triumph.

After 1866 Bleichroder’s intimacy with Bismarck was a celebrated fact
of social and political life. He was known as a man of shrewd judgment,
integrity, and prudence, blessed with a Midas touch. If anything, popular
imagination already began to exaggerate Bleichroder’s influence. He was
rightly reputed to be the best-informed man in Berlin, precisely because



he lived and worked in so many diverse realms. He had friends, clients,
creatures everywhere, visibly and invisibly. He spun his web of contacts.
He had much to offer and needed much in return. He had influence
sometimes, political power never. And for every rung of the ladder, he
had to fight or jockey. The power of capitalists is a common theme; the
precariousness of their success in some societies is often ignored.

The base of Bleichroder’s importance was his bank, and it flourished
throughout the decade of the 1860s. Its history will be written at
another time; for the purposes of this book a few salient facts must
suffice. It continued to belong to the Prussian Consortium, a group of
leading bankers (including Hansemann’s Disconto-Gesellschaft and the
Frankfurt Rothschilds), who habitually worked together on state loans
and other affairs. The bank became an ever more important presence in
the world markets; Bleichroder gradually emancipated himself from
being a mere appendage of the Rothschilds. Alone or together with other
houses, S. Bleichroder founded or funded various other enterprises,
ranging, as we have seen, from breweries to railroads to the Prussian
Mortgage Bank. One of the greatest projects that Bleichroder and
Hansemann cooperated on was the financing of the immensely
important and expensive St. Gotthardtunnel.52 By the late 1860s and
early 1870s, this type of promotion was destined to become even more
important and profitable.

Gerson was the head of the bank; it was his empire and his
responsibility. A staff of clerks, headed by the loyal Lehmann, who had
already served under Gerson’s father, helped him. In 1868 Gerson made
his cousin Julius Schwabach a partner. From 1855, when old Bleichroder
had died, until 1870, Gerson’s brother Julius, who ran his own small
bank in Berlin, had an interest in the family business; the two brothers
were sleeping partners in each other’s firm. A few letters from Julius to
Gerson give us a picture of the annual profits of S. Bleichroder for the
1860s. In 1863 the net profit was 18,661 taler; in 1867, 43,464 taler; in
1868, 54,940 taler; and in 1869, 80,761 taler.53 In seven years, the
profits increased more than four times; it was a respectable rate of
growth. At the end of the decade, the original contract between the
brothers expired. Julius wanted to continue the relationship, but Gerson
decided to end their respective participations.8 The bank’s profits were
only part of Bleichroder’s income; in 1861 the police had estimated his



private income as being 23,333 taler.54 By the end of the decade, he is
likely to have made at least 100,000 taler a year.

The Rothschilds remained Bleichroder’s models and most coveted
associates. Baron James retained his special place, although Bleichroder
was also in constant touch with the London and Frankfurt Houses. They
often collaborated, and in addition, Bleichroder plied Baron James with
confidential news that emanated from “the good source.”

He also plied him with presents. In 1864 Baron James must have
mentioned some particular antique he coveted, and Bleichroder at once
sent it as a gift. “I am very partial to this sort of antique,” wrote Baron
James in reply,

because otherwise, I confess, my dear Herr Bleichroder, that I would not have accepted it
because the piece is really too valuable. I hardly dare to give you any further orders to
buy things for me, otherwise I would ask you now to keep an eye out for old paintings or
other antiques there because the war against the poor Danes probably has brought many

beautiful and interesting pieces on the market.>>

In 1867 the two men met at Wildbad, and in the same year Bleichroder
presented Baron James with an option for a rare collection of paintings,
including Cranachs and Breughels, which had very nearly gone to Prince
Orlov.56 Bleichroder’s efforts to please Baron James remained, but the
old subservience gradually diminished. In 1868 Baron James died, and
Bleichroder hastened to his funeral. James, a legendary figure who came
to believe in his own legend, had already been the patron of Gerson’s
father, and it seemed natural for the son to preserve feelings of
deference, even subservience, toward this older man. With Baron
James’s son and successor, Baron Alphonse, the relations became less
burdened with Bleichroder’s own modest beginnings. Bleichroder’s
growing independence—and his basking in Prussia’s glory—annoyed the
Rothschilds at times.

The Rothschilds had no reason to like Bismarck, but they had to
reckon with and respect him. (It is hard to imagine the Rothschilds
liking anyone; utility was their sole criterion.) Even Moritz von
Goldschmidt had come to recognize the frightful genius who had thrust
his country into the first rank of European powers: “It is indisputable,”
he wrote in August 1866, “that your premier has become the top man of



the present situation by virtue of his own energy and will power.”57
Bismarck’s ill health was always a subject of much gossip, and
Bleichroder had to supply authentic information. In November 1866 he
denied the insistent rumors of Bismarck’s “incurable disease,” and a
month later reported: “The Minister-President is in the best of shape but
extremely busy.”>8 At another time, in 1868, he sent this characteristic
message: “The condition of the good source, whom I visited today, is
decidedly better, even though he is still very feeble and receives no
one.”>9

The Rothschilds may have wearied of Bleichroder’s boasting, but they
knew that his contacts could be put to profitable use. The aftermath of
the Austro-Prussian war furnished further proof. Angry that Saxony’s
integrity had to be preserved, Bismarck imposed a heavy indemnity on
Austria’s ally. All the pleas of the Saxon finance minister and chief peace
negotiator, Baron von Friesen, were unavailing. His argument that
Saxony had already paid 2,500,000 taler for the dubious privilege of
Prussian occupation fell on deaf ears; his insistence that Saxony’s
military expenditures would be higher in the new North German
Confederation than in the prewar budget was met by the Prussian
negotiator’s laconic answer that such payments were a privilege for
Saxony.60 No wonder Bleichroder wrote Baron James a little later: “In
the annexed territories, as in Saxony, sentiment toward Prussia is pretty
malevolent, understandably enough, and it will take a long time until
things take a friendlier turn.”61 On October 18 Bleichroder called on the
hapless Friesen.62 To Friesen’s surprise, Bleichroder knew of the
imminent signing of the treaty, and prompted by Baron James, he
offered Friesen an advance against a later loan that might be needed to
cover the indemnity.63 Four days later the treaty was initialed, and
Saxony agreed to an indemnity of 10 million taler, 9 million to be paid
in cash. Baron James was most anxious to secure the loan, and
Bleichroder hurried to Dresden to press Rothschild’s offer, but met with
reluctance and local competition.64 Bleichroder hoped to get the loan at
95 plus commission, which would have been, he thought, a “brilliant
arrangement”®5; he apparently was successful, and he invested
Bismarck’s own funds in the loan. The Saxons were also pleased, for in
February 1870 the king awarded Bleichroder a high decoration, and
Friesen sent congratulations and thanks for “the important support



which you gave, especially in connection with ... the Saxon loan of
1866.766 Bleichroder helped the Saxon government to pay the
contribution ahead of schedule, and he thus facilitated the rapid
rapproachement of Prussia and Saxony, which became an important
pillar of the new Confederation.67

Bleichroder’s name was often linked with the fate of another victim of
the 1866 war: he apparently administered or helped to administer the
confiscated treasure of the Hanoverian dynasty, the interest of which,
the Welfenfond, constituted a large secret fund for which Bismarck was
accountable to the king alone. Until 1872, Bleichroder’s friend Keudell
supervised the Welfenfond payments in the Foreign Office, the largest
beneficiary of its revenues. All records, even of the Legationskasse, were
lost during World War II, and hence most of Bleichroder’s secret
payments on Bismarck’s behalf cannot be reconstructed.68

Bismarck’s various interests were always closely enmeshed, but not
always to Bleichroder’s satisfaction. Aware that he spoke directly or
indirectly for the banking community generally, Bleichroder felt no
compunction in complaining to Bismarck if his interests had been
disappointed. Implicitly, he too must have assumed that what was good
for the House of Bleichroder was good for the state of Prussia.

One example from the late 1860s must suffice. In 1869, in order to
raise new capital and attract funds from abroad, the Disconto-
Gesellschaft (presumably together with Bleichroder) had planned to
found an international consortium for a 100 million-taler lottery on
behalf of the four biggest German railroads, in three of which Bismarck
was a shareholder. There was strong parliamentary opposition to such a
venture, and Bleichroder urged Bismarck to return to Berlin.69
Bismarck’s absence, however, was deliberate; he hid behind ill health in
order to avoid political unpleasantness. To Motley he explained his
continued absence: “I would like to wait and see whether the Diet would
not do me the favor of killing some of my colleagues; if I am among
them, then they too benefit from the indulgence which is granted me.”70

The bill was defeated. Bleichroder was furious and with rare rhetorical
flourish complained to Bismarck: “The engines which foiled the project
are labeled envy, doctrinaire theorizing, but above all weakness of the
ministers in charge.... The two houses [of parliament] have been given a
right to meddle with specific government matters, and thus they have



gained an ascendancy over the ministers in charge which very soon will
manifest itself in the budgetary question.””1 It took courage to accuse
Bismarck’s ministers of the crime of crimes, the extension of
parliamentary power. Bleichroder saw Bismarck a few days later in
Varzin. By the end of the month Heydt had been dismissed, and
Camphausen, until then head of the Seehandlung, was appointed his
successor. The response to Camphausen, Bleichroder reported, was
“very, very favorable.” The new finance minister, who had originally
favored the lottery loan, should defend it, if only to resist parliamentary
aggrandizement. Even Camphausen, however, could not rescue a project
that, according to Bleichroder, had been killed by the Diet’s “long-
winded theorizing,” which Bismarck also always detested.”2

On other occasions, Bleichroder had better luck in trying to enlist the
government’s help. Also in 1869, and largely because of Bleichroder’s
tireless behind-the-scenes activity, the government signed a secret
agreement with the German equivalent of the Reuter News Agency,
called the Wolff Telegraph Bureau. Bleichroder contributed funds to
Wolff and in exchange was entitled to receive news on a preferential
basis. The details of the government’s treaty and of Bleichroder’s role
belong to the story of his extensive relations with the Fourth Estate
generally, which will be discussed in Chapter 11.

Like the Rothschilds, Bleichroder wanted all governmental business,
however small, provided the terms were favorable. Even routine
transactions yielded commissions and some profit. Bleichroder grew
richer and richer in the late 1860s. A certain kind of power accrued to
him as well: his resources allowed him to bestow or withhold various
forms of help to governments, companies, and individuals. Not all
money was equal: Bleichroder’s money had a special cachet and hence
was especially valuable. He could in effect decide the fate of a person or
a charity or even a company. But there was a rub to it all: he was also
dependent on the good will of governments and of the socially
prominent. This dependence hobbled his power. Hence his was an
endless pursuit of wealth and prominence, carried on indefatigably and
quite deliberately. Every profit, every title, every friend, helped to
establish or maintain Bleichroder’s place in the world. There was no
fixed goal, there was hardly time for a contented look backwards to
realize how far, how immeasurably far, he had traveled.



Wealth was not enough, nor was its pursuit an end in itself for
Bleichroder. Wealth was a necessary but not a sufficient condition for his
becoming an accepted part of the governing elite of Germany. Wealth
without social distinction was but a flawed achievement. Social
prominence, in turn, was an incalculable asset in business. The pursuit of
wealth and distinction was identical and mutually reinforcing. Great new
wealth always seeks distinction—and the newer the wealth or the lower
the social origin of its possessor, the more anxious and desperate the
search. Perhaps the search was harder in Germany than elsewhere
because feudal and anticapitalistic sentiments were more strongly
entrenched there than in France or England, to say nothing of America.
And it was hardest undoubtedly for a German Jew, who bore the stigma
of old and new Mammon worship. The irony was that while many a Jew
was jealous of the intrinsic respectability that gentiles, especially noble
gentiles, possessed, many a gentile nobleman was covertly jealous of the
wealth that Jews seemed preeminently clever in amassing. Mutual desire
led to close collaboration, even friendship, and occasionally to the
illusion that the hostility and the jealousy had ceased altogether. But old
families could never give up their disdain for new wealth; it was too
much a part of their shrinking patrimony.

Bleichroder’s rise to respectability, his struggle for a place in society,
is but an instance of this universal effort to legitimize new wealth. Most
of the great novelists of the last century—Balzac, Dickens, Trollope, and
Theodor Fontane, for example—made this struggle a central theme of
their work, and social scientists have recently rediscovered it. In
Bleichroder’s case we can follow the struggle, both on and off stage. We
have a factual record of what it took for a Jewish banker in Berlin, under
in some ways ideal circumstances, to establish himself. The special
burden of Jewishness, as it affected his whole life, will be discussed in
the last part of this book. Here we shall sketch a succession of portraits
to show how Bleichroder, the wealthy man and the patriotic servant,
received formal recognition which in turn brought him a wider range of
clients and dependent friends, which in turn benefited his business and
led to still greater social prominence and political visibility. To a
Prussian conservative (perhaps to many a European moralist) the story
was one of the infinite venality of men and society; it is also the story of
infinite hypocrisy: of grabbing and crying at the same time. Bleichroder



was not a moralist; he was content to make his way—upward and
without troublesome thoughts about the intrinsic value of the climb.

For centuries, grateful governments had eased the passage of the rich
into the kingdom of man by distributing formal signs of recognition:
titles and medals. The Prussian government systematically exploited its
subjects’ hunger for decoration. The politically reliable were rewarded,
the dissident would go bare. The rich could expedite their rise—some
would say, buy it—by making large gifts to communal charity. Such
purposeful charity was a kind of voluntary tax. The state meticulously
scrutinized Bleichroder’s qualifications on all these points.”3 On New
Year’s Day, 1866, Bleichroder was accorded the title Geheimer
Kommerzienrat, a further, rare distinction which meant that in future he
would be addressed as “Herr Geheimrat.” Before the award, the Berlin
police scrutinized Bleichroder’s record, and the chief wrote a long report,
supporting the new title. He explained that the integrity of Gerson’s
father had led the Rothschilds to appoint him their deputy in Berlin;
Gerson had continued in that role but had achieved “greater
independence.” The House of Bleichroder “is now regarded as the
greatest banking house in Berlin.... Politically, Bleichroder belongs to
the strict conservative party, he is devoted with unshakable loyalty to
the Royal House; he enjoys the high esteem of the College of Elders of
the Berlin Merchants.” The rest of the sentence, “and distinguishes
himself by many qualities of the heart,” was struck out, probably by
Itzenplitz, the minister of commerce, who had to approve the police
report and pass it on to Bismarck. (Did Itzenplitz think that bankers,
especially Jewish bankers, had no qualities of heart?) Bleichroder’s
patriotic charity, his generous aid to the families of Prussian soldiers
during the Danish war, was especially commended. The report
concluded: “What, if any, other services Gerson Bleichroder has had the
opportunity of rendering to the royal government must be known to
Your Excellency.” Details about Bleichroder’s “other services” reached
Itzenplitz from the most authoritative quarter, from Bismarck himself. In
a formal letter, in which the key passages were corrected in Bismarck’s
own hand, the Premier supported this further distinction to Bleichroder
because “since I assumed my present office, Kommerzienrat Bleichroder
has rendered me commendable political services.” Bleichroder’s
connections with the Rothschild Houses had given Bismarck



“intelligence which I could use to advantage in the interest of the state
and his connections have afforded me a channel for the transmission of
entirely confidential information and influences. I would consider it
therefore desirable to grant him the proposed distinction as recognition.”
Bismarck further assured Itzenplitz that William I would also favor such
an award because “during this year’s stay in Karlsbad [His Majesty]
repeatedly summoned Kommerzienrat Bleichroder and deigned to listen
to him about financial and stock market questions.”74

In March 1867 the king contemplated another decoration for
Bleichroder and again solicited the views of the well-informed police. A
new report praised Bleichroder’s many contributions to the committee
aiding the families of draftees in 1866 and emphasized his “outstanding
position in the Berlin financial world, his very considerable wealth
which enables him to follow his charitable inclinations, and the great
eagerness with which he participates in every patriotic enterprise as in
every charitable institute.” Bleichroder had made “sacrifices” for charity,
and the report concluded: “This in every sense irreproachable conduct
has earned him the respect of the widest circles and makes him worthy
of another decoration. As such I would suggest the Kronen Orden, third
class,” which the king duly bestowed on him.75> Among many others, the
minister of the interior, Count Eulenburg, sent Bleichroder his informal,
cordial congratulations.”6 This was the highest decoration that
businessmen were likely to receive.””

Foreign governments followed suit. In 1869 the king of Italy awarded
him the officer’s cross of the St. Mauritius and Lazarus Order; the czar of
Russia bestowed the Order of Stanislav, second class, in recognition of
Bleichroder’s help in founding the Russian Mortgage Bank. For every
foreign decoration, Bleichroder needed and received William’s
approval.’8

Bleichroder’s new title was a fitting and pleasing recognition of his
rising importance. It confirmed in formal dignity what the world of
European bankers and diplomats knew, that Gerson Bleichroder had
become a major figure in the new center of power in Berlin. Prussia had
given him all that a businessman—Iet alone a Jewish businessman—
could aspire to at the time. At formal functions, his chest was no longer
hopelessly bare, and letters could now be addressed to him as “Ritter
hoher” and “hochster Orden,” though there was some doubt whether the



Prussian decorations alone justified the term “Ritter.”79 On the long and
precarious ladder of social prestige, he had moved up several rungs.
Behind the scenes, Bleichroder was tireless in his hunt for titles or
medals. | But it must be remembered that it was a common chase—which
the state sponsored, society tolerated, and all but the proudest and most
independent participated in. Bismarck had already discovered in the
1850s that even the most distinguished members of the new money
aristocracy, the Rothschilds, thirsted for decorations. The desire never
slackened. In the Bismarck Archive, among the Bleichroder papers,
survive two letters of November and December 1863 from Carl Meyer
von Rothschild, the head of the Frankfurt House, to Bismarck, begging
for a royal favor: “Your Excellency knows my old, proven, and
unbounded devotion to your person, and knows how attached I have
always been to Prussian interests, even though my great and protracted
services have not in any way been noticed in any prominent fashion.”
Thus began the first letter, recalling how with all his “strength and
energy and with the full weight of [his] far-reaching influence,” he had
supported the Franco-Prussian trade agreement, which was very
unpopular in Frankfurt. He listed his other efforts as well: “I now turn to
you, full of confidence in Your Excellency as a noble, magnanimous, and
all-powerful representative, and do not doubt that Your Excellency in just
appreciation of the facts known to Yourself will kindly think of me and
grant me a dignified token of the all-highest recognition.... No more
deserving or grateful person could receive such an honor,” because his
unsurpassed loyalty to Prussia would endure. A few weeks later, at New
Year’s, Carl Meyer transmitted his wishes: “May heavenly Providence
always watch over Your Excellency and may you experience only days of
the brightest joy and of boundless good fortune in the circle of your
family, may it be my lot always to enjoy Your Excellency’s high favor
and gracious protection and to be able to count myself among your most
faithful admirers and servants.” The prospective Honors List (Ordensfest)
would be an appropriate time for the king to grant him an honor “on
which I put such great and justified value.” He mentioned his most
recent services and pleaded for a higher decoration which would be
consonant with the honors bestowed on him by all the other rulers
within and without the German Confederation.80 The Rothschilds were a
world power, a universally recognized dynasty upon whom many



monarchs had bestowed favors. And still they cravenly asked for the
next highest medal.a Bleichroder was a mere upstart by comparison.
Supplicants asked for these distinctions privately—and often denied
publicly that they were interested in such things. Even in a servile
society, servility was thought a weakness.

Wealth, a great bank, an intimate tie with Bismarck, titles and medals
—all of these opened Bleichroder’s way into Prussian society. His
physical presence matched his new importance: he was a man of stature
in the literal sense. Tall, with a large head and an intelligent, open face,
of substantial, but not corpulent, circumstance, he moved with relative
ease in the higher realms of society. Dress and decorum were impeccably
conservative, as were of course his views. His appearance exuded
propriety. His conversation lacked wit and sparkle, but was sustained by
an intelligence that all his contemporaries respected. His speech was
given to flourishes and occasional epigrams. His detractors saw and
heard what they wanted to see and hear; they spoke of his Talmudic
physiognomy and they insisted that he lapsed into a German-Jewish
dialect, into a sing-song jiideln. In fact, he seems not to have had any of
the commonly defined “Jewish features”; in moments of excitement, the
typical expressions of his youth probably did break forth, but on the
whole he cut a respectable figure, and even failing eyesight, which in the
1870s gradually led to blindness, did not remove him from the social
scene.

By the late 1860s he had already built up a network of clients and
friends; he would bestow material favors on them and they would often
pay him back in the coinage of an older society: by accepting his
invitations, by reciprocating them, by encouraging others to come to the
banker’s house, to accept a Jew’s hospitality.

A few examples must suffice. Obviously Bismarck’s entourage had to
reckon with Bleichroder’s presence. Some did so with relish and to
advantage, like Robert von Keudell. Others may have been more
reluctant.P But Bleichroder had his connections everywhere, even in the
camp of Bismarck’s enemies. From 1868 to 1876, for example,
Bleichroder rented an apartment in his house to Count August
Eulenburg, Hofmarschall of the crown prince, with whom Bismarck had
tenuous relations.8! In time, Eulenburg became a friend and client.
Within the Prussian court, Bismarck feared none more than Queen



Augusta, and Bleichroder had close relations with her Oberhofmeister,
Count Nesselrode, whom Bismarck detested.82 In 1867 Nesselrode had
borrowed 50,000 taler at 5 percent for three months. A year earlier,
during the Austro-Prussian war, he had informed Bleichroder that the
queen, “amidst general satisfaction,” had nominated him to the board of
some war charity. Later he supplied Bleichroder with confidential
reports. In May 1867, for example, he wrote that Baron Loé, the Prussian
military attaché in Paris, had just arrived in Berlin, where he was likely
to spread “evil rumors about French armaments” because “he seems to
me to want war urgently.” Nesselrode asked for information so that he
could counter these maneuvers. The rest of the letter dealt with his
investments. In July 1867 he wrote from Windsor Castle, again about his
investments, and added: “People here believe that the peace will last,
although the domestic conditions here strike me as very serious because
the social and workers’ questions must lead to terrible conflicts.” Three
days later, he reported that Franco-German relations seemed to have
worsened, that some people in England thought that the superiority of
the Prussian needle gun over the chassepot ought to be exploited:
“Whether under these circumstances it wouldn’t be advisable to sell my
shares, I leave to your judgment.” He added that some Englishmen
feared a revolution in their country.83 We do not know whether
Bleichroder shared this gloom, but Nesselrode’s letter came precisely at
the time when for political reasons Bleichroder urged Bismarck to sell
his securities. Nesselrode’s letter is clear evidence, moreover, that
members of the Prussian court thought it normal to use their political
information for their own financial ends—and that they too regarded
war as a likely depressant of the market.

Other high officials repaid Bleichroder’s personal kindnesses by
supplying him with confidential information that would be directly
useful to his business interests. This became routine under the Empire,
but even earlier Bleichroder had his special informants. A key figure was
Major A. von Brandt, whom Count Waldersee recalled as a “bon vivant,”
and as such he was obviously in particular need of Bleichroder’s help.84
Brandt called him “my esteemed friend,” and wrote him in great detail
about prospective government operations in Berlin real estate. “I was
assured,” wrote Brandt, “that I could get information at any time. Just
ask me definite questions at the right moment.”85



Bleichroder also maintained his relations with the liberal,
parliamentary world. He cultivated his friendship with Lasker, the tiny
Jewish deputy who by his intelligence, industry, and oratory played a
leading role in German politics. In the decade after Koniggratz, he and
his National Liberal colleagues helped Bismarck in the construction, first,
of the North German Confederation, later of the Reich. Bleichroder and
Lasker addressed each other as friends, and Berlin gossip apparently
spoke of close business relations. In December 1869 Lasker wrote
Bleichroder about rumors that “I am supposed to be receiving thousands
from you annually, for I don’t know what services, and to be concerned
particularly with your financial operations.... I have always regarded our
relations as purely personal and have ever been honored especially by
the tie of personal friendship.” He offered his continued advice on purely
personal matters but wanted to avoid anything that might suggest
“partiality that was in any way connected with [my] parliamentary
activity.” Lasker, it would appear, was more scrupulous in his insistence
on the separation of public office and private profit than some of
Bleichroder’s conservative clients, Bismarck included. Unaccustomed as
he was to such high-minded reticence, Bleichroder a few weeks later
offered Lasker a munificent position, which Lasker apparently had once
wanted. Now he declined: “My general impression is that a position such
as the one offered would limit my freedom, and full unlimited freedom is
my life blood.”86 Lasker’s refusal saved Bleichroder potential
embarrassment, for in another few years Bismarck had come to hold
Lasker in such passionate hatred that any intimate link between the two
might have jeopardized Bleichroder’s relations with the chancellor.

By the mid-1860s, Bleichroder was already well acquainted with some
of the Prussian diplomats abroad. A special contact was the Prussian
minister to Bern, von Roder, a friend of Keudell’s and something of a
protégé of Bleichroder’s. In May 1867 Roder wrote Bleichroder from
Bern:

Only now, my esteemed friend, because as such you have always shown yourself to me
and my family, do I get a chance to thank you with all my heart for all the kindnesses,
benevolence and true sympathy you showed me during our stay in Berlin. I hope you got
to know us well enough to realize ... that I think of you often and of the sympathetic

words of friendship with which you encouraged me in dark moments. May God bless you



for it, as I thank you.

Roder’s predicament remains obscure, but clearly Bleichroder had
helped and befriended him. The letter suggests yet another side of
Bleichroder; he could be solicitous, almost avuncular, to men of
middling station who needed him. In 1870 in a more familiar, tangible
gesture, Bleichroder offered help and the promise of employment to
Roder’s son, who was just out of school and out of luck, apparently by
virtue of some occupational hazard that befell young aristocrats in those
days.87

At first Bleichroder’s return was Roder’s gratitude. From 1868 on,
however, Roder took an active interest in the negotiations concerning
the building of the St. Gotthardtunnel. Roder’s pun in 1870, “Wir gehen
Gotthardlich hier wacker vorwdrts,” was undoubtedly welcome news for
Bleichroder.88 The recipients of Bleichroder’s benevolences often turned
up in useful places and important posts.

In the years between the Austrian war and the French war,
Bleichroder’s home was already frequented by foreign diplomats who,
like bankers, needed to be “in the know.” Unlike mere bankers, they
were aristocratic and socially prominent; they set the fashion.89 They
gave further respectability to Bleichroder.

The diplomatic corps in Berlin looked on Bleichroder as a vital source,
certified by his access to Bismarck. Now that Bismarck spent many
months away from Berlin, diplomats were starved for news. In October
1868, for example, Bleichroder visited Bismarck in Varzin and
immediately briefed his foreign friends. The Austrian ambassador, Count
Wimpffen, sent his government a full report of Bleichroder’s impressions
of the chancellor’s health and dispositions.90 Bleichroder also informed
the French military attaché, Lieutenant Colonel de Stoffel, who by virtue
of his intelligence and charm had secured for himself a unique position
in the Bismarck household as well as in Berlin society. He was a client
and debtor of Bleichroder’s, who tactfully refrained from reminding him
of the outstanding loan. Stoffel transmitted Bleichroder’s message to his
friend Franceschini Pietri, Louis Napoleon’s secretary. He first drew a
portrait of Bleichroder:

an important banker of Berlin, correspondent of Rothschild and homme d’affaires of



Bismarck. Of low origins, he has acquired, by force of perseverance and practical sense, a
considerable position. He is the only Jew whom Bismarck receives familiarly, the only one
with whom he is willing to dine. He employs Bleichroder as a hunter after news and
assigns him certain confidential missions, etc. It is noteworthy that nearly all Prussian
governments of the last 100 years have employed a Jew (already in the time of Sieyés) as
a more or less occult instrument. Without being precisely an intriguer, Bleichréder aspires
to play a role and to take the place of his precursors, among whom the Jew Ephraim
shines in first place. Let me add that he is a gentle man, of kind manners, with whom I am

in continual and cordial relations.91

It was not enough to have friends in the highest quarters, wealth,
influence. Bleichroder’s social presence had to be publicly displayed. The
world had to know that Bleichroder had arrived.c The ambition for such
a presence had been there before: did he not have the glittering example
of the Rothschilds before him? All the world marveled at the elegance
and sumptuousness of Rothschild feasts, where royalty and nobility
mingled with wealth and talent and an old and a new world met
convivially and perhaps to a purpose.92 To attract Prominenz and to
entertain them lavishly was a rich man’s dream. Bleichroder set out to
realize that dream. His ascent was slow, and the higher he climbed, the
less sure-footed he became. There was no want of malicious tongues to
wag about his faux pas.

The difficulties began at home. His wife was neither beautiful nor
brilliant and even less used to high society than Gerson. Their
Jewishness laid them the more open to social slights and heightened
their insecurity, though the 1860s was a relatively calm period, when
old-fashioned anti-Semitic prejudice was on the wane and the new anti-
Semitic ideology had not yet made its appearance. In this halcyon time,
Bleichroder and some of his fellow bankers of the Jewish faith entered
Berlin society.

Bleichroder capitalized on his unique advantage that set him apart
from all rivals. As Bismarck’s confidant he was especially worthy of
cultivation. Normal social life, after all, was not intended for pleasure or
scintillating conversation; it was an essential part of the network of
intelligence and, less openly, a brokerage place for certain types of
appointments.

In January 1868 the Bleichroders scored their first social coup: they



gave a formal luncheon for Bismarck and the leading diplomats of
Berlin. Bismarck hardly ever went to a private home; Johanna routinely
declined. Elaborate consultations preceded the event; the seating order
alone was a great problem. Keudell advised Bleichroder to place the
chancellor below all the ambassadors and next to the Countess
Wimpffen.93 The Benedettis were also there and the Italian ambassador,
Count Lounay. It was a gala affair, nicely indicative of Bleichroder’s
standing at home and abroad. No wonder the diplomatic corps took still
greater notice of Bleichroder after this demonstrative proof of his
familiarity with the chancellor. No wonder, too, that Bismarck’s
ministers, such as Count Eulenburg, invited Bleichroder to dinners in
their turn.%4

The luncheon had required a great deal of behind-the-scene help. The
record of these maneuvers happens to have been preserved and
illuminates Bleichroder’s social network. Keudell, who called Bleichroder
“my most esteemed friend,” was the impresario. Keudell’s holidays at
Menton had recently been rendered still more agreeable by a new pair of
field glasses and by a Rothschild introduction to the Lyon Railroad line,
both provided by Bleichroder.95 For the question of protocol, Keudell
needed the help of the royal master of ceremonies, von Roder, who
happened to be the brother of Bleichroder’s friend, the Prussian minister
in Bern. It was still a very small world—with its social apex the court
itself.

Bleichroder’s social career continued apace, acclaimed, abhorred, but
never quietly accepted. Bleichroder was unstinting in making the
“correct” purchases; in 1868 he bought two carriage horses from the
Brunswick ducal stud for 150 Louis d’or.96 In February 1870 Baroness
von Spitzemberg, the very clever daughter of Wiirttemberg’s premier,
Varnbiiler, and wife of its minister in Berlin, recorded in her diary:

Ball at the banker Bleichroder whom together with his wife I met there for the first time.
They gave a great, extremely brilliant ball in their new [she must have meant newly
renovated] and magnificently furnished home in the Behrenstrasse, to which they invited
almost only people of the highest society, to the exclusion of their own relatives, and that
is really terribly wretched. Lovely place to dance in the yellow-white oblong ballroom
from which various doors open into the salons and a corridor disguised as a winter

garden, a mass of big and charming bouquets, and other nice surprises in the cotillion, as



well as a sumptuous supper combined to make it a most pleasurable feast so that people

danced with great gusto till three in the morning.97

Under the Empire, the Bleichroder balls became even more sumptuous
and exclusive—but did the host ever feel at home at them?

* Six years later, Bleichréder sent Bismarck a gift of several kegs of Tivoli beer, hoping that
they would leave no “aftertaste [Beigeschmack].” Bleichroder to Bismarck, 12 Oct. 1868, SA.

T It is odd that the editors of the Gesammelten Werke date this letter “Varzin, 6 June 1867.” On
that day, Bismarck was in Paris, visiting the World Exposition. It would seem virtually certain,
especially in light of Bleichroder’s letter of July 4 and Dechend’s answer to Bismarck of July 8,
acknowledged in a further letter of Bismarck to Dechend, July 11, that Bismarck’s letter should
have been dated July 6, when he was in Varzin. GW, XIV2, 725-726, 730-731.

+ Bismarck’s family had an intuitive sense of the nature of some of his ailments. In a letter to
Bismarck that was part personal and part business and hence ended up in Bleichréder’s hands,
Johanna’s cousin Bernhard congratulated Bismarck on his improved health and added: “May God
grant that it stay this way even here in Berlin when you will be sitting amidst the cares for our
affairs and where the big, brave yak-yakkers of the Chamber [Kammermaulhelden] will strive to
annoy you. In your place I would simply let them prattle and punish them by contempt.”
Bismarck tended to do that—but he also punished himself by his intense anger at most

opponents. Bernhard von Puttkamer to Bismarck, 25 Nov. 1868, BA.

§ In his effort to persuade Gerson to continue the relationship, Julius wrote: “The death of our
so deeply beloved father left each of us in his own sphere of activity. Whether it was his
benevolent intention to separate us in later years, by having you sign alone for the business of S.
Bleichroder and thus to separate us in financial and social position as well, I do not dare to say.
In any case, I believe that each of us up to now has found his own way to his own satisfaction
and I shall hope that whatever the future will bring, our beloved and honored deceased will be
able to look down on his two sons with contentment.” Julius to Gerson Bleichroder, 29 Nov.
1869, BA.

I'In the fall of 1865, after and because he had served as transfer agent in the Lauenburg sale,
he had solicited Goldschmidt for an Austrian decoration. Goldschmidt cautioned him against
pushing his luck too far: “Let me say to you in all candor that the Lauenburg affair was too trivial
to demand a decoration.” Baron Anselm would not recommend it, but Bleichréder could try it
through Count Chotek or Bismarck. As for Goldschmidt himself, he was no “hunter after titles or
decorations,” and Bleichréder should not bother the Prussian government on his behalf. He

should instead try to get his son an appointment as consul in Paris. Eventually, Goldschmidt’s son



did become consul in Paris—and Bleichroder received his Austrian decoration in 1872.
Goldschmidt to Bleichroder, 25 Sept. 1865, BA.

a But were not always comfortable with it. In 1861 Baron James had received a Prussian
decoration; he thanked Bleichréder for his congratulations and added: “I would ask you,
however, and I am counting on you to comply, not to say too much in the newspapers about my
receiving a decoration as a Jew because in that way one could provoke a polemic against the

Jews which would do harm rather than good.” Baron James to Bleichréder, 19 Nov. 1861, BA.

b In April 1866 Lothar von Schweinitz, Prussian military attaché in St. Petersburg and special
adjutant of William, returned to Berlin with an urgent message from Alexander II, designed to
prevent an Austro-Prussian war. He first saw William and then looked for Bismarck: “When I
came to the Wilhelmstrasse, I found at first only Keudell and with him Herr Bleichréder, which
then still struck me as novel and offensive. Bleichréder occupied a position of confidence with
Bismarck at that time, although as Bismarck once said to me later, ‘I never had a thought in
common with him.” ” Denkwiirdigkeiten des Botschafters General von Schweinitz (Berlin, 1927), I,
202.

¢ A novel could be written about Bleichréder’s social rise—the theme is a common one.
Anthony Trollope’s The Way We Live Now (first published in 1874-1875) deals with Augustus
Melmotte, a man of foreign (and Jewish) origin and of incalculable fortune (“... money was the
very breath of Melmotte’s nostrils, and therefore his breath was taken for money”), to whom
even the highest succumb—until he is discovered to be a bankrupt swindler. But the intricacies
and stages of Melmotte’s climb are reminiscent of Bleichréder’s struggle: “ ‘Everybody goes to
them,” said Lady Pomona, and enumerated the titled dignitaries he had reduced to puppets.” As
Trollope puts it: “It is true all this came as it were by jumps, so that very often a part of the
world did not know on what ledge in the world the great man was perched at that moment....
The great man did not quite know himself where, from time to time, he was standing. But the
world at large knew ... —and the world worshipped Mr. Melmotte.” (London, 1969), pp. 295,
190, 299-300.



CHAPTER 6

The Third War

In time one will realize to what extent the three [wars] were undertaken for reasons of
internal politics. For seven years one enjoyed and exploited the great advantage that all the
world believed that only Louis Napoleon waged wars for internal reasons. Purely from the

point of view of self-preservation, it was high time that one waged the three wars.

—Jacob Burckhardt, October 12, 1871

he North German Confederation was a halfway station on the
path # German unification. It was as far as Bismarck could push in 1866
without risking a war with France. But there was something incomplete
about a German edifice that excluded the three South German states of
Bavaria, Wiirttemberg, and Baden. The principle of nationalism,
triumphantly introduced into central Europe in 1866, militated for a
wider union; the logic of state-building and the force of economic
interests pointed to a larger German state as well. Bismarck had always
known—and experienced afresh in 1864 and 1866—that nothing forges
the links of unity as rapidly as the fires of a foreign war. Napoleon III
had done much for him in the two previous wars, more than he had
meant to do; France now blocked any further extension of North
Germany. There was only one service left that Napoleon could perform:
at a propitious time for Bismarck, to become the (diplomatically
isolated) aggressor against whom the whole nation could be rallied.
There was no timetable, no certainty when this would happen. But in
the late 1860s there was a presumption for war in Europe, and military
preparations on all sides lent urgency to the premonition of war. Europe



knew that Bismarck had instigated and won two wars, and in the process
had established Prussian hegemony in northern Germany. There was
reason to fear that he might provoke another war—at the right moment
—in order to unite all of Germany under the Prussian aegis. Napoleon, in
turn, might try to restore his battered prestige at home and France’s
supremacy on the Continent, perhaps in alliance with Austria, commonly
suspected of nurturing revanchist feelings.

Bismarck was content to wait, and in 1867 he rebuked Moltke’s wish
for a preventive war. Still, there can be little doubt that he, too, thought
that a Franco-Prussian war would be necessary at some time in order to
complete the unification of Germany and to establish a new balance of
power in Europe. But he was in no hurry, hoping to consolidate his
earlier gains and certain that time was on his side. Hence he did his best
to reassure Europe that he wanted and expected peace.

In this, too, Bleichroder helped him, and in a multiplicity of ways.
Bleichroder’s own interests—and those of the banking community
generally—favored peace. When war did come, he proved infinitely
resourceful and extraordinarily patriotic.

During the years of peace, Bleichroder’s activities and far-flung
correspondence reflected the uncertainty of the international situation.
His letters mirrored the common German belief in the Primat der
Aussenpolitik, which in his case, with his business ties to the outside
world, seemed natural. Still, his preoccupation with foreign affairs, at a
time when the institutions of the new North German Confederation were
being forged, tacitly bespoke an equally common German downgrading
of domestic politics. Political realities, financial self-interest, and a
certain kind of vanity led Bleichroder to cultivate his connection with
the Grosse Politik.

The first major crisis broke over the future of Luxembourg—that small
duchy governed by the House of Orange and garrisoned by Prussian
troops. During and immediately after Prussia’s war against Austria,
Napoleon, alternately tempted and rebuffed by Bismarck, had hoped to
find some compensations for France. As soon as peace was restored and
Prussia had gobbled up its gains, Bismarck turned a deaf ear to
Napoleon’s reminders of earlier, vague hints concerning the borders of
1814, or even the annexation of Belgium. In exasperation, the French
decided to settle for Luxembourg; Bismarck gave them devious



encouragement but feigned difficulties at home. Bleichroder knew
better, and in March 1867, with the crisis at its height, he wrote to
Baron James: “Leading circles here are deaf on the subject of the cession
of Luxembourg.”! The information must have been destined for
Napoleon, who must have wondered whether Bismarck or Bleichroder
was the better source from Berlin. A few weeks later, Bleichroder
received word from Paris that everyone there expected Bismarck to
precipitate another war. The French, his correspondent added, would try
to postpone it because their new guns were not ready.2”

Goldschmidt in Vienna also cautioned against another war; late in
April he reported Austrian pleasure at Bismarck’s acceptance of an
international congress to settle the Luxembourg affair.3 From Paris, Emil
Brandeis, the Rothschilds’ amanuensis in German matters and a friend of
Bleichroder’s, warned of France’s feverish rearmament and huge
purchases of arms. Everything, he thought, would depend on the
conference that was to open in London on May 7.4 On that day, Keudell
sent Bleichroder a confidential note, to be destroyed immediately. There
was “sure hope” that the conference would bring peace, but Bismarck
was “wounded by the assumption that [Prussian] armaments had a
warlike tendency.” The army was merely being brought up to its normal
strength.5 The conference ratified what had been decided beforehand:
Luxembourg remained under Orange rule, but without its Prussian
garrison. Napoleon gained nothing, not even this consolation prize that
he had settled on after Bismarck’s other promises had evaporated. In
mid-May Brandeis wrote: “The public is in a very bad temper about
France’s humiliation and ... will seek a revenge soon, in the fall or at the
latest at the beginning of next year.”6

That same summer of 1867, from Marienbad, Bleichroder sent
Bismarck a long account of the international situation. He stressed
Napoleon’s weakened position at home, which the prospects for a bad
harvest did not help.

On the other side, the Austrian state is on the eve of the great bankruptcy.... The only
means of holding off the bankruptcy, for Austria to climb down to a momentary position
of small power status, is not thinkable given the prevailing beliefs, and one will resort to
the favorite means of the printing press but therein lies the greater danger.... Given these

gloomy prospects, would they not risk a last effort to unite with France against Prussia?



Would not Napoleon, pressed at home, greet this ally with open arms?

Bleichroder’s letter ended with the lament: “A dark shadow of general
distrust afflicts the European stock markets and I fear trade and industry
will suffer from this for a long time.”” The close relation between
domestic unrest and foreign bellicosity—which present-day historians
often treat as a new insight—was a commonplace to Bleichroder and his
friends. Bleichroder’s trusted assistant Friedrich Lehmann echoed his
premonitions and warned: “I can regard the present hausse therefore
only as a welcome means for cleaning out, not for increasing, [financial]
commitments.”8

Bleichroder had been essentially correct in his rapid résumé to
Bismarck. In 1867 and again in 1869-1870 the two victims of Bismarck’s
successes, Austria and France, seemed close to an alliance and the air
was full of intermittent scares. Bleichroder was right, too, that the
economic climate would suffer because markets, like men, abhor
uncertainty.

In October 1868 Bleichroder tried to persuade Bismarck to make a
gesture for peace—and even in its absence, assured foreign diplomats of
Bismarck’s irenic intentions. After a trip to Paris, Bleichroder wrote
Bismarck that the prospects for peace for that year were excellent, but
that agitation in France continued unabated, and hence “a more
enduring peace might be in the offing if we would soon settle the North
Schleswig question.”® The Germans had agreed to a French demand that
the final boundary between Denmark and Schleswig be fixed by a
plebiscite, and the French wanted the Germans to honor this provision of
the peace treaty. Bismarck had no intention of meeting this demand with
its democratic overtones, and he must have been annoyed at
Bleichroder’s repeated reminder that the French deemed the matter
important.

A few weeks later, Bleichroder paid a much-noted visit to Varzin, and
Bismarck took great pains to stress his peaceful intentions, even if these
did not include a plebiscite in Schleswig. The Austrian ambassador in
Berlin at once reported to Vienna:

After his return from Varzin, where he spent a few days with Count Bismarck, Mr.

Bleichroder told me last night, confidentially, that the prime minister was very peacefully



minded and believed in the maintenance of peace. [But] Bleichroder is ... not at all
satisfied with Bismarck’s health, especially because of the great irritability of his nerves.
He believes that his excessive confidence in peace must be explained in part

psychologically by his illness, i.e. by his purely personal need for quiet.10

Napoleon received the same message, via the French military attaché in
Berlin, Stoffel: Bleichroder had come to Stoffel with the secret message
that Bismarck was more peaceful than ever, that Prussia did not want to
go beyond the North German Confederation at this point, and that the
unification of Germany would come naturally, by itself, sooner or later,
and without particular efforts. Bismarck, the report continued, was
looking for a way to reestablish the fullest confidence between France
and Prussia and thought that perhaps a meeting between William and
Napoleon might serve the purpose and “reassure the minds of Europe
and bring to an end this distressing stagnation of business.” Stoffel was
uncertain whether this message represented genuine soundings by
Bismarck or whether “his Jew is carried away by his passion to play a
political role.”11

Stoffel’s letter was published, without authorization, three years later
—to Bleichroder’s embarrassment and to the malicious delight of his
enemies.!2 What of its substance? Clearly Bleichroder returned from
Varzin impressed by Bismarck’s desire for peace, which coincided with
his own interests in a period of calm in which business could prosper
again. Did Bismarck charge him with talking to Wimpffen and Stoffel? Or
did he rely on Bleichroder’s disciplined indiscretion to get the message
to the proper people—the more authoritative, perhaps, for coming from
a private source? Certainly Bismarck knew that his intimacy with
Bleichroder would have diplomatic reverberations, and there is no
evidence that he minded Bleichroder’s foreign ties—quite the contrary.
For Bleichroder in turn these opportunities to play the special envoy
proved invaluable.

Perhaps even more than his messages, Bleichroder’s financial moves
were carefully scrutinized. In March 1869 he speculated a la baisse, and
Miinch, the Austrian chargé in Berlin, complained that “it was the House
of Bleichroder that first threw shares on the market. The chief of this
house, as is well known, enjoys very good relations with Count
Bismarck.” Bleichroder admitted to Miinch that he had seen Bismarck



before and after his sudden sales, and that on both occasions the
chancellor had given him “the most peaceful assurances about the world
situation.” But reports from London and Paris had been alarming. Miinch
thought the government uninvolved: “An obviously semiofficial article in
the Kreuzzeitung condemned this baisse speculation.” But he was
dismayed that Bleichroder had sold chiefly Austrian shares; a sudden fall
of prices would have a “very penetrating effect on the economic
conditions of our country,” and he warned that at some other time, such
speculation could be used for political purposes.13 Perhaps Bleichroder
had wanted to demonstrate Austrian vulnerability as a persuasive
argument against the recurrent scheme of a Franco-Austrian alliance.

But 1869 was a troubled year in many respects. As so often in German
history, a kind of utopian optimism had given way to excessive
pessimism. The high hopes of 1866 for completing the work of German
unification had been disappointed by the resurgence of South German
particularism and the continued antagonisms of democrats everywhere
to Prussian Junkerdom. The 1868 elections to the Zollverein parliament
proved a disaster to the national cause, and the Bavarian elections a year
later confirmed the strength of anti-Prussian sentiment.l4 All of these
setbacks threatened to damage Bismarck’s position. By 1871, he had to
submit a new army budget to the North German Reichstag, and even in
Prussia the effects of disappointment could have unsettling results.

Bleichroder was marginally involved in a controversial effort to
restore the German momentum. In October 1869 Eduard Lasker planned
to raise in the Diet the question of the early entry into the North German
Confederation of Baden, the most pro-Prussian southern state. He asked
Bleichroder to solicit Bismarck’s views, and Bleichroder entrusted the
mission to Keudell, who was on his way to Varzin. Bismarck’s answer
was unequivocal opposition, as Keudell told the French chargé, Lefebvre
de Béhaine, “il n’y a pas de question badoise. The North German
Confederation had enough to do with internal matters, and the entry of
Baden or of the other South German states was not even desirable, let
alone planned.”15 In February 1870 Lasker did introduce an
interpellation concerning Baden’s entry, and Bismarck reacted with
extraordinary ferocity: he maligned Lasker for meddling in foreign
affairs, he cast aspersions on the Baden government as if it had been in
collusion with Lasker, and his ill-tempered response bespoke in part his



unwillingness to have any parliamentary intrusion into his own realm of
foreign policy.16 Bismarck’s rebuff has often been cited by older German
historians as proof of his essential peacefulness. He had, however, ample
reasons to shun this particular escape from stagnation: the admission of
Baden would have alienated Bavaria, and, by violating the Treaty of
Prague, would have united all Europe against Prussia. Above all,
Bismarck knew that to be useful a war had to have the appearance of
being a defensive war; if war, then Prussia’s enemies would have to be
provoked to begin it. Baden was not an auspicious occasion.17

The chancellor’s secret efforts, beginning in January 1870, to have the
king of Prussia assume the imperial title indicated his anxiety lest his
machine stall too long. In May the Austrian ambassador reported that
Bismarck’s imperial scheme had been shelved because of South German
opposition, but he added, “I don’t exclude the possibility of surprises,
which appear with certainty in the policy of the Chancellor.”18

The peace of Europe was indeed about to be shattered by one of
Bismarck’s surprises. Tension had built up for some time, and Keudell
told Bismarck that the international business community was weary of
uncertainty. Bismarck replied that “even Bleichroder [had] asked him
recently to bring about a war in order to clarify the situation. This view,
however, was reprehensible.... Nobody can assume the responsibility for
the outbreak of a struggle which perhaps would be only the first in a
series of racial wars.”19 Bleichroder’s démarche seems out of character,
and we have only Bismarck’s word for it; perhaps Bleichroder had said
no more than that if there was to be a war anyhow, the sooner it was got
over with, the better. At the same time, however, Bismarck warned his
ambassador in Paris that the German nation could never be confined to
the status quo if its national development demanded an organic change.
In such a case, “the interference of foreign powers would be
unacceptable to us.” Even the risk of war would be preferable to the
thwarting of the national will.20

In the winter of 1869-1870, then, Bismarck was troubled by the
immobility of German politics, and he was on the lookout for a crisis—
the resolution of which, by war or diplomacy, would yield Prussia yet
another victory. Spain afforded a chance for mischief. A revolution in
1868 had deposed Queen Isabella, and the Spanish Cortes had trouble
filling a throne that was more distinguished by its past glory than



present power or stability. For the French, the vacancy proved a
persistent embarrassment. Napoleon, battling to retain his authority
while liberalizing his Empire, could not afford another foreign setback.
He had no candidate of his own, but a republican or Orleanist solution
would be a disaster for him.21 The Cortes found a solution still more
distasteful to him: by September 1869 the provisional leaders favored
Leopold of Hohenzollern-Sigmaringen, a young Catholic prince married
to the sister of the king of Portugal and brother of Charles, recently
made prince of Rumania.22 The Hohenzollern-Sigmaringen family was
skeptical, as was William I, the nominal head of the family. Leopold
knew of his brother’s troubles with the Rumanian throne; rumors were
already current that he wanted to resign in disgust.23 Their father, Karl
Anton, realized that it was costly to the family coffers to supply princes
for impoverished countries.24

The Spaniards, however, were not easily discouraged, and by February
1870 they found a powerful ally in Bismarck. The fact that he backed
the candidacy, against the wishes of his sovereign, is now beyond
question; the motives remain a subject of controversy. According to one
recent historian, Bismarck “deliberately set sail on a collision course
with the intent of provoking either war or a French internal collapse.”25
Perhaps, but all we know for certain is that he pushed the candidacy,
despite William’s annoyance, and presumably did so because it was
likely to bring harm to France, hence gain to Prussia. Or could Spanish
waters refloat the German ship? The trouble was that both Berlin and
Paris saw the Spanish problem from the perspective of their own
embittered domestic scene.

Bismarck tried to conceal his championship of the candidacy and for
the rest of his life mendaciously denied it. His principal assistants,
Keudell, Bucher, and Hermann von Thile, played a major part in the
dangerous but secret game; despite the undocumented assertion of some
historians, Bleichroder seems not to have been privy to it.26 His friend
Major Brandt warned him about the candidacy in the spring, but
Bleichroder had failed to realize the importance of the news. Nor did he
worry about Brandt’s sudden inquiry in May 1870 concerning the means
by which Major Kiss of the Hungarian Legion had received large
Prussian subventions in 1866. Brandt added that he was traveling to
Paris “in deepest incognito.”27 Bleichroder was accustomed to this



conspiratorial tone among Prussian officials.

At the end of June he twice assured Baron Alphonse that “in political
matters there was nothing new.”28 On June 26 he wrote a long letter to
Bismarck about various financial operations, including the introduction
in Paris in a few days of a new issue of the Prussian Mortgage Bank. The
letter began: “The political realm offers no cause for disquiet.”29
Bismarck underlined the “no” and put a question mark in the margin,
knowing full well that the Spanish bomb was likely to explode at any
time. In his quick reply, Bismarck revealed none of his doubts; on the
contrary, he wrote, “I would consider it an important success if we could
attract French capital to any appreciable extent to this country. Along
the Rhine this has already been the case for a long time and in large
measure, to the great advantage of industrial enterprises.” He gratefully
acknowledged Bleichroder’s gifts of beer and champagne, lamenting,
however, that his present Kur left him tired, disturbed his sleep, and
enforced temporary abstinence. He concluded with the hope that after
the Badesaison Bleichroder would visit the Bismarcks in Varzin.30

It is remarkable that a few days before the Spanish denouement
Bismarck should have been so eager to lure French investments to
Prussia. He might have wanted French capital in Prussia to divert it from
a potential French ally, such as Austria; he might have wanted to trap
French capital in Germany so that in case of war, an indemnity might be
more easily collectable. In any case, in peace or war, it would have been
to Prussia’s advantage to have French capital investments. Later, even in
private, Bismarck always pretended to have been totally surprised by the
outbreak of the war. Some years later he wrote Bleichroder: “I would
remind you how clear the horizon still appeared to be in June 1870.”31
At the time—as witness the question mark in the margin—he knew
better.

Bleichroder discovered the threat to peace at the latest on July 5 when
he wrote Baron Alphonse a personal letter, reporting the Spaniards’
choice of a Hohenzollern and German fears that France might object.32
Bleichroder’s instant recognition of this threat confirms what we now
know: it took neither expertise nor genius to predict French reaction to a
Hohenzollern on her southern borders. Hence Bismarck must have
known since February that he had embarked on a risky course.

Napoleon had already warned the Paris Rothschilds, who had



immediately mobilized all their contacts to save the peace. They
transmitted Napoleon’s messages to Prime Minister Gladstone and
repeatedly warned Bleichroder that the situation was grave.33 On July 8,
Bleichroder informed the Foreign Office, and he wrote Bismarck directly:
“Rothschild in Paris writes me letters as if the war between France and
Prussia had already broken out.” He also cited French reports that
England, Austria, and Italy agreed with French policy concerning
Spain.34 He ended nevertheless with a patriotic flourish that would have
dismayed his Paris friends: “There is great excitement here, and one
wonders whether, if the Cortes elect the Hohenzollern prince, war with
France would be inevitable; for to do France’s bidding and to give in—
nobody thinks of that!”35

The same nationalistic bravado characterized French utterances. On
July 6 the French foreign minister, the Duc de Gramont, had given a
harsh warning to Prussia and Spain that France would not tolerate a
hostile prince on its southern border. Even before his speech, the Berlin
markets fell drastically. Bleichroder wrote the Rothschilds that on the
sixth stock prices had already dropped by 2 percent.36 It was a difficult
time for bankers, and Bleichroder sought authoritative advice on what to
do. On July 9 he wrote his best-informed client, Bismarck, full of
solicitude for his material well-being. “On my part I do not believe in the
extreme seriousness of the political situation [Bismarck put an
exclamation mark next to that clause] and have therefore not yet done
any selling on Your Excellency’s account. Should I be mistaken,
however, and should Your Excellency think that many more unpleasant
incidents are to be expected, I respectfully beg you to warn me by a
single syllable.”37 That syllable arrived the next day from Varzin in the
form of a letter from Johanna, who began:

My husband, who is very busy with coding and uncoding, asks me to answer your letter of
today in this way: he does not indeed believe in war because despite all the frivolity of
some people he thinks it improbable that anyone would suddenly attack us [iiber uns
herfallen] because Spain did not vote the way one wanted it to. But he thought that there
could still come moments when the belief in war would be stronger than now, and since
he needs money here anyhow, it might be a good idea to sell the railroad shares. But you
would be a better judge of the stock market than my husband; perhaps the market is not

as jittery as some of the diplomats are. But it is just as impossible to predict the political



decisions of irritated people of either sex as it is to predict the weather.38

The Prussian government had not interfered and would not interfere in
other people’s business, but if France armed, Prussia would have to do
likewise, and if France attacked, Prussia would have to defend herself.
Johanna ended this strange Sunday epistle by reminding Bleichroder
that her husband had dictated the letter himself—amidst constant
interruptions, a few words at a time. Indeed the message to Bleichroder
was almost identical with Bismarck’s coded telegram to the Foreign
Office of the same day.39

Bleichroder’s letter and Bismarck’s answer were very much in
character. By discovering Bismarck’s estimate of the situation,
Bleichroder could make authoritative dispositions of the chancellor’s
funds and his own. On the next day, Monday, Bleichroder reported to
the Paris Rothschilds: “the rapid decline of all quotations.”40 On the
same day, he apparently instructed his London agent, Worms, to sell his
holdings, which was done at a loss.4!

In those last days of peace, Bleichroder received a host of messages
and must have felt that same heightened tempo and confusion that
bewildered European chancelleries at the time. On July 10 or 11, for
example, he received from his friend Brandt, now lieutenant colonel on
the General Staff and stationed in Brussels, a handwritten note sent to
Brandt by Count Waldersee, the Prussian military attaché in Paris, on
July 8, a few hours before Waldersee’s return from Ems to Paris.
(Bismarck had ordered his return to Paris so that he could embolden
some of the scared Prussian diplomats at the Paris Embassy and check
closely on all possible French military moves, especially on the
railroads.)42 Waldersee wrote Brandt that “all hell has broken loose in
Paris” and that he must hurry back: “For me it’s a matter now of keeping
my eyes open. Above all leave me B and S [presumably agents in
Brandt’s employ].” He also needed the assurance of having sufficient
funds—could Brandt see to that? “... I do not believe in war but [expect]
a few very agitated weeks.” At the bottom of this letter, Brandt scribbled
a message and asked Bleichroder to destroy the document upon receipt:
he asked Bleichroder to credit him with 10,000 francs at Oppenheim in
Cologne and told him that he had asked his chief (Moltke?) and Keudell
whether he should return to Germany. He added apropos of Waldersee’s



letter: “Do you recall that I told you and warned you months ago about
this project? You and S. [Schwabach] were incredulous.”43 On July 12
William’s Hofmarschall, Count Perponcher-Sedlimitzky, wrote
Bleichroder from Ems: “Situation still very serious and a solution not yet
in sight.”44

Bismarck made no effort to save the peace. “Politically,” he wrote on
the tenth, “a French attack would be very beneficial to our situation.”45
Still he realized that William and Prince Leopold might turn his bold
game into a hideous defeat by renouncing the Hohenzollern candidacy
under French duress. In one of his still enigmatic maneuvers to avert a
Prussian humiliation, he enlisted Bleichroder’s help.46 On July 12 he
telegraphed the Foreign Ministry that Prince Leopold could decently
maintain his candidacy only on the condition that, if France now
attacked Germany, Spain would join Germany in the war against France.
The Foreign Ministry—through Bleichroder—should inform the press
that Leopold had already accepted this and planned to act accordingly.
Bleichroder received the message, and several papers carried this
ambiguous story.47 Was it planted to frighten the French or to present
Leopold with an honorable means of escape, saddling Spain with the
onus of having pulled back before French threats?

On the same July 12, William ordered Bismarck to Ems; en route,
Bismarck stopped off in Berlin and immediately summoned Bleichroder.
It was in Berlin that Bismarck learned that Leopold had renounced the
candidacy and that William had so informed the French ambassador; it
was so stunning a reversal of Bismarck’s expectations that he was
reluctant to believe it; Bleichroder, however, confirmed the news. The
faithful gathered around Bismarck; his son Herbert was there, and Roon
and Moltke joined them. According to Herbert’s diary, Moltke became
red in the face “because he had now made the trip [to Berlin] for
nothing, and the war, which he had already firmly planned [den er schon
fest ins Auge gefasst hatte] seemed to recede into the distance again....
Old Roon was dejected too.” Bismarck expressed the ill mood of the
company: “Until just now I thought I was standing on the eve of the
greatest historical events, and now all I will get from it is the
unpleasantness of the sudden interruption of my Kur.” To Herbert, who
was serving in the army at the time, he said (in French): “I would urge
you to work hard because there is not going to be a battlefield



promotion.” In the evening, Bleichroder was instructed to spread the
news of the renunciation at the same time as it was being done
officially.48

For Bismarck, July 12 had been a tumultuous day. Thoughts of
resignation alternated with plans for one more effort to humiliate France
or goad her into war. By the thirteenth, the situation had changed
dramatically. Leopold’s withdrawal could have given France a
diplomatic victory of pleasing magnitude; by asking William for
guarantees against any future renewal of a Hohenzollern candidacy, the
French—unwittingly—furnished Bismarck with the means of turning
threatened humiliation into a renewed challenge to France that forced
her to attack Prussia. William had rebuffed the French request, and
Bismarck edited William’s account so as to make it appear a humiliating
defiance of France. Bismarck’s fabled telegraphic style alone would not
have sufficed to get him out of the trap which he had set for France and
which on July 12 and 13 threatened to catch him.49 By overreaching
himself, Napoleon extricated Bismarck from his own improvisation. As
the best recent historian of the Franco-Prussian war put it: “Thus by a
tragic combination of ill-luck, stupidity, and ignorance France blundered
into war with the greatest military power that Europe had yet seen, in a
bad cause, with her army unready and without allies.”50

Driven by fear of the domestic consequences of any compromise,
Napoleon had given Bismarck what the latter had long adjudged to be
necessary: a French attack that would rally the nation, unify Germany,
and strengthen Prussia’s leadership. The world at large—as well as the
Germans—perceived the war as an act of French aggression; hence the
diplomatic prospects for Germany were auspicious. But few thought that
the outcome was a foregone conclusion.

The Berlin stock market greeted the outbreak of the war with near-
panic. Such stalwarts as the Cologne-Minden shares dropped nearly 30
percent below the July 1 price; other shares did equally poorly. The
government’s efforts to raise a 100 million-taler loan through public
subscription proved unsuccessful; despite Hansemann’s warnings, the
terms of the loan (5 percent at 88 percent of nominal value) had not
been made sufficiently attractive. Other state obligations already in the
market were selling at lower, that is, more advantageous, prices. The
loan was undersubscribed; at a later time, nationalist publicists attacked



Bleichroder and other bankers for their lack of patriotism, for investing
their funds in foreign, allegedly even in French, securities rather than in
the new German loan. By the end of October, Hansemann formed a
consortium that would offer 20 million taler to the public in Berlin and
London. (Hansemann’s Disconto-Gesellschaft signed for 4,300,000 taler,
Bleichroder and the Frankfurt Rothschilds signed for 3 million each.)
This issue proved a great success—but then it had been carefully
prepared and had been preceded by great Prussian victories.5!

Bleichroder was no friend of war, and he had even less cause for
exultation at its outbreak than did his compatriots. His closest contacts
abroad were with France, and he probably shared the admiration for
things French that was common among the central European
bourgeoisie, most fervently among Jews. But patriotic exultation came
with the great German victories, and by August 13 Count Wimpffen, the
Austrian ambassador, lamented the “overweening mood of victory” that
gripped Berlin and nullified all political reason. “In a place where self-
confidence has ever been more noticeable and more tangible, one
encounters this national characteristic today in such heightened form
that for the observer the thought of a still further escalation is difficult to
conceive and more difficult still to bear.”>2 At the same time and for
some months thereafter, Goldschmidt pleaded with Bleichroder for
Prussian moderation; otherwise Austrian neutrality would be
jeopardized.53

By early September—after the fall of Sedan and the surrender of
Napoleon—most Germans began to think that heaven had decreed their
triumph, that Providence had punished the wicked French for their sins,
and that the German nation, now at the point of final unification, had
manifested incomparable moral virtue.54 Bleichroder was not free from
such hubris; even his lucid mind was occasionally beclouded by
nationalistic frenzy. He was becoming ever more an Establishment
figure, and it is small wonder that he embraced Establishment ideology.
He too bowed before German success, perhaps more demonstratively for
being a Jew, for being an outsider whose patriotism had always to be
proven afresh. The war completed his conversion to nationalism, the
more because he profited from the triumph of the new nation.



Wars traditionally afford great opportunities to the few, even as they
bring sadness and deprivation to the many. The Franco-Prussian war, the
first total war according to the historian Michael Howard, proved no
exception. New needs called forth new talents; the enterprising could
rise more rapidly than in peacetime. Bleichroder had already scored in
the Austro-Prussian war; in the four-year interval between the two wars,
he attained a position of influence and intimacy, a kind of “takeoff”
point, that enabled him to play a major role in the new war. His easy
access to Bismarck, to Bismarck’s staff and to King William’s court
provided him with an incomparable base from which to operate. By
war’s end, he had made tremendous strides in every realm.

Throughout the war, his presence was everywhere in evidence. He
lavished gifts on the powerful and charity on the deprived and bereaved.
He became a kind of private Red Cross: he helped Johanna von Bismarck
to organize wartime charities, and he helped the British ambassador to
look after French prisoners of war. He proved useful to various branches
of the Prussian government and to other German courts. Throughout the
war, Bismarck and his top aides were in the field; Bleichroder sought to
fill the vacuum in Berlin, supplying news, offering services, acting as a
go-between. He retained his contacts with the Rothschilds abroad,
strained though they were by the difficulties of wartime correspondence
and by his identification with the Prussian cause. He had friends who
doubled as informants in the Prussian headquarters, and the height of
his wartime career came with his celebrated call to Bismarck’s side in
Versailles.

From the beginning of the war, he was charged with occasional
missions of the greatest secrecy. We have intimations of these
assignments, but they were rarely committed to paper. Bleichroder had
carried out similar tasks in the Austro-Prussian war; in this longer war,
the needs were greater, Bleichroder was better known, and his friend
Keudell was Bismarck’s right-hand man in dealing with agents and other
secret work.55 Bleichroder became a useful cover agent to transfer funds
to persons or groups that had agreed to do Prussia’s work. It was
obviously preferable to channel money through private sources—
examples of similar conduits in our own day are not exactly rare.
Bleichroder was reimbursed through the Legationskasse, supervised by
Keudell, who meticulously destroyed most records.5¢ Bleichroder’s



connections with the Welfenfond was another reason why he was a
convenient agent.

Bleichroder’s missions attest Bismarck’s determination to use all means
to weaken the enemy and to restrain a potential enemy, such as Austria-
Hungary. Thus, in early August, Bleichroder was ordered to pay 3,000
gulden to a Hungarian journalist, Jacob Cohn, who in return had
promised the Prussian consul general in Budapest “to propagate a
prescribed program.”57 In mid-August Keudell instructed the Foreign
Ministry that Bleichroder in utmost secrecy should pay 100,000 francs to
an Italian agent or professional revolutionary who would start
operations against Nice, which the French had taken from the Italians in
1860. The Foreign Office at first demurred, but by October Bleichroder
paid some reliable troublemakers in Italy for anti-French activities in
Nice. One of Bismarck’s favorite young diplomats, Friedrich Holstein,
had inspected the reservoir of Italian revolutionaries and had thus
prepared the way for Bleichroder to renew his contacts with the
revolutionary underworld.58 Also in August, the Prussian ambassador in
London, Count Bernstorff, forwarded to the Foreign Ministry a letter
from Algiers, signed only with initials. A committee against French rule
had been formed and needed funds: “There are hardly any [French]
troops left, this is the moment. Money! Money!”5° It is not clear whether
money was sent, but the request and Bernstorff’s transmission suggest
that people once again assumed that Bismarck was ready to explode all
possible mines in the enemy camp. In any case, they exploded: by mid-
September, there was an insurrection in Algeria, and the French lacked
troops to deal with it.60

Bleichroder’s most important role as Prussian agent involved
Bismarck’s complicated wartime dealings with Bavaria. The largest
kingdom in southern Germany, with the oldest dynasty and proudest
monarch, Bavaria required his special solicitude if she were to consent to
German unification and if King Louis were to be persuaded to offer the
imperial title to William. Bismarck recognized that he had to deal not
only with the shrewdly calculating Bavarian government but with the
elusive, erratic, and already disturbed monarch, then only twenty-five
years old.

At the very beginning of the war, the Bavarian government needed
money and instructed its Berlin representative, Baron Pergler von



Perglas, to find out from Bismarck whether Prussia could secretly
advance 3 million gulden (1,700,000 taler) in order to help finance
Bavaria’s mobilization costs. Perglas, a devout Catholic and a friend of
the Bavarian prime minister, had misgivings about Prussia. The order
from Munich was repeated in the most urgent terms on July 29 at 9:00
a.m., and Perglas found it impossible to call on Bismarck at that time:
“At nine a.m., I would not have been able to get to Count Bismarck who
is up for much of the night and usually sleeps late in the morning.”
Accordingly he wrote an urgent plea to Bleichroder and asked to be
admitted at once in order to discuss “a government secret.” Bleichroder
obliged, and promised Perglas to play the intermediary between
Bismarck and Perglas. More, he offered to help Bavaria in case Bismarck
should refuse. By 11:20 in the morning, Bleichroder could report to
Perglas that Bismarck had agreed—and on August 1 a heavily guarded
train carried 3 million gulden in silver bars and coins from Berlin to
Munich. It is not clear whether it was Bleichroder who advanced the
money or not. However, on September 3 King Louis awarded him the
“Comthurkreuz of the Royal Service Order [Verdienstorden] of the Holy
Michael,” in explicit recognition of his help in obtaining the loan and “to
encourage similar affairs in the future.”6!

In mid-November the Prussian minister in Munich sent Bismarck a
“top secret” telegram reporting that King Louis “was in great financial
embarrassment” because of his passion for monumental buildings and
the theater. The king, without telling anyone in his government, was
sending his personal emissary, Count Max Holnstein, to Versailles to
discuss his financial needs, which, if met, would prompt Louis to accept
the proclamation of William as emperor. Bismarck promised the king a
yearly gift of 100,000 taler, with Holnstein receiving 10 percent of the
sum.62 Bleichroder transferred the money to King Louis and to
Holnstein, who had an account with Bleichroder. The Legationskasse
reimbursed Bleichroder out of the Welfenfond.63 Holnstein informed
Louis, who at once wrote William the famous Kaiserbrief (drafted for
him by Bismarck), urging the Prussian king to assume the imperial
German crown. (A dispatch informing Bismarck of Louis’s sending the
“desired” letter had to be censored for William’s eyes; he would have
balked at such methods.) Obviously the transfer agent had to be totally
discreet: Prussia’s annual gift to Louis remained a well-kept secret during



the entire Bismarck era.64

As late as the 1950s, conservative German historians were unhappy
about this gift to royalty with its split for the royal assistant. Thus Otto
Becker wrote: “The readiness with which he [Holnstein] took the
clandestine present does admittedly not bear witness to an other-worldly
idealistic faith. Still the undeniably disagreeable impression is attenuated
by the fact that Bismarck offered what he took....”65 It is doubtful
whether Bleichroder or Bismarck suffered any such qualms about the
arrangement. They knew that noblemen also had to live, and that the
anticipation of profit could speed, perhaps sweeten, but rarely shape
major political decisions.

Throughout the war, Bleichroder played his multiple roles, only more
energetically than before—and the strain took a toll of his health. He
needed to maintain his position in Berlin and in the European capital
market, he tried to preserve his links to the Paris Rothschilds, and he
strengthened his ties with Bismarck and Bismarck’s entourage. Once
again, he sought to mobilize the international ties of the banking
community in order to establish peace—and throughout the war, his
public and private charity demonstrated his prominence and patriotism.
For Bleichroder, these were concurrent and mutually reinforcing
activities; we must consider them briefly and consecutively.

Bleichroder’s solicitude extended even to the enemy. At the request of
the British ambassador, Lord Loftus, Bleichroder acted as paymaster for
the 300,000 French soldiers imprisoned in Germany. To make these
monthly payments to the prisoners of war “occupied the whole time” of
Loftus’s assistant and proved even more exacting for Bleichroder.66 He
advanced the very large sums involved; Lord Loftus expected to collect
them from the Paris Rothschilds, acting as agents of the French
government.67 After the overthrow of Napoleon in early September,
Bleichroder wrote anxiously to the Rothschilds; he assumed that any
French government would “recognize this act of pious charity,” but, just
in case, he reminded the Rothschilds that he would hold them
responsible for his payments, and he asked for their confirmation.68 In
May 1871, after the fighting had been over for three months, Bleichroder
asked the London Rothschilds for credits so that he could continue his



payments to the 200,000 prisoners still in his care.6® During the war
Bleichroder went even further in his efforts: “I also transmit to the poor
prisoners letters and cash presents from relatives from all over France,
and without exaggeration on my part, I may say that the task assigned to
me nearly absorbs all my resources. Nevertheless I do it willingly, and
where I can help with my own resources, I do it.”70 Bleichroder’s letter
was transmitted to the French government, in hopes that it would
collaborate with a new German committee, headed by the Duke of
Ratibor, which sought to assist German prisoners in France.

Bleichroder had informed Bismarck of Lord Loftus’s request, and
Bismarck, in turn, appointed an official intermediary between the Loftus-
Bleichroder mission and the German armies. Beichroder had assured
Bismarck that his new responsibilities would serve German interests as
well; Bismarck probably did not see it in that light. He had been angered
by British eagerness to take over French interests in Berlin and had
scorned their offer to do the same for Prussia in Paris. He
demonstratively picked America instead.”! For Bleichroder this act of
charity provided a new and intimate link with the British ambassador
and preserved valuable ties with France. Bleichroder also went to great
lengths to reassure various French notables of the whereabouts of their
missing or imprisoned relatives.

It was difficult to maintain correspondence between Berlin and Paris.
At first, Bleichroder and the Paris Rothschilds carried on their daily
correspondence, sending letters and occasional telegrams via banking
houses in Brussels and Amsterdam. Bleichroder continued his reports
about the Berlin stock market; in July and August the Rothschilds sent
anxious inquiries concerning the whereabouts of Rothschild friends or
relatives. Bleichroder urged the Rothschilds to sell some of their
Cologne-Minden shares, and on the day of Sedan and the day after, he
sold for their account 1,250 shares at 128. In late July the price had
been 95.72 In the first weeks of the war, Bleichroder still sent occasional
political news; on August 19, for example, he wrote Baron Alphonse that
“the position of Austria has become dubious again,” meaning that she
might still join France against Prussia. To fool gentile censors he put the
word Haltung (position) in Hebrew letters—assuming that they would be
too stupid to make correct inferences from the rest of the sentence.
Letters now took three to five days, whereas in peacetime they had taken



two days.

Bleichroder was curiously insensitive to the feelings of the Paris
Rothschilds. Despite his own close identification with the German cause,
he assumed that the Rothschilds would be willing, and able, to continue
routine business relations with him, even as he was with them. Business
as usual was his motto, escalated patriotism notwithstanding. By late
August, Brandeis made it clear that the Paris House wanted to terminate
its German business and could not carry out Bleichroder’s orders in Paris
because “no one knows how far things will go.”’3 A few days later, the
imperial regime was overthrown, and the Paris Rothschilds had reason
enough to fear for their safety without risking popular fury if it were
discovered that they continued dealings with the advancing enemy.
Three days after the proclamation of the Republic, Brandeis wrote what
apparently was a final letter for 1870: “the Barons are convinced of your
amicable feelings, but under present circumstances it is best to let things
take their course and to do nothing.”74

But Bleichroder kept writing his reports; after September 1 he sent
them via the London Rothschilds. After September 15 they no longer
reached Paris. On September 20 the Germans closed their ring around
Paris; the Rothschilds had chosen to remain inside the besieged city.
Bleichroder’s letters accumulated in London and reached their
destination in February of the next year.”> The Rothschilds received
occasional news via balloon from their foreign, especially English,
friends, but their direct tie with Bismarck’s proud banker was severed. It
is unlikely that Bleichroder’s epistles, with their occasional patriotic
flourishes, were missed by the Rothschilds, who in a cold, hungry, and
politically turbulent Paris shared their compatriots’ misfortune.

Bleichroder also tried to alleviate the sufferings of his compatriots;
charity, he knew, begins at home. He also knew what was expected of
him. His largesse, already celebrated in peacetime, was vastly expanded
during the war. The needs were greater, the public mood engendered
sacrifice, and the likely rewards were greater, too. When Countess
Bismarck sponsored a league for the support of draftees’ families,
Bleichroder became its treasurer.¥ The League was under the patronage
of Queen Elizabeth, widow of Frederick William IV, and the protection
of William; its members consisted of eminent ladies, Christians and Jews,
nobles and nonnobles. Bleichroder’s prominent position as treasurer was



another and costly indication of his importance. Queen Elizabeth
thanked him for his gifts.”6 In December 1870 the king appointed him
treasurer of the newly founded Wilhelm-Stiftung, designed to help
wounded or sick soldiers—another expensive honor for Bleichroder.”7

At the beginning of the hostilities, the king’s reader and intimate
companion, Hofrat Louis Schneider, asked Bleichroder, whom he
remembered as “a rich man of patriotic convictions,” to finance the
publication of a regular newssheet, featuring songs and poems for
soldiers, to be distributed gratis to the troops. Bleichroder agreed and
offered to pay for a book of songs as well. He sponsored twenty-three
issues of ephemeral uplift, which, Schneider reported, provided great joy
to the soldiers. Bleichroder had requested anonymity, but must have
been pleased when Schneider conveyed to him William’s thanks for this
“renewed proof of your patriotic conviction. His Majesty the King added
that he of course knew you personally and that therefore he was not at
all surprised by your offer.” The king had always wanted a permanent
collection of poems and songs “because it promises not only momentary
usefulness but might perhaps be the only thing which will survive the
war and remain for all time a testimonial of today’s wonderful lifting of
spirits.””8 Later the king thanked him directly.”® For Bleichroder, the
vain and garrulous Schneider became a valuable correspondent from
William’s headquarters and eventually wrote a public eulogy of his
patriotic generosity.80

Bleichroder lavished new energy on his private charity as well. He had
always been a purveyor of luxuries to men of prominence who
appreciated them but who often by nature or necessity tended to be
frugal. During the war, his Santa Claus activities became phenomenal
and immensely time-consuming. The war occasioned hardships even at
the top, the steady succession of German victories notwithstanding. After
the first weeks of fighting, Bismarck’s son Herbert was badly wounded,
and it took weeks in Bad Nauheim to nurse him back. Johanna was at
his side, distressed at his pains and high fever; Bleichroder showed his
solicitude by sending exotic gifts, and Johanna wrote him long letters of
thanks, full of details about her family’s condition. At the end of
September, still from Nauheim, she wrote,

You have once again heaped the most sumptuous sweets upon us and for these I want



humbly to express our heartfelt joy and thanks.... God grant that Paris soon be humbled,
that peace be concluded, and that our armies—especially my husband and my son
Wilhelm—can soon turn homewards. For several weeks now I have been without news

from the latter and therefore am very anxious about him.

The long letter also thanked him for all his work for “their” relief
society. She concluded, as always in this period, with cordial greetings to
Bleichroder’s wife.81 Two months later, she wrote from her father’s
estate at Reinfeld, thanking Bleichroder for the cigars her father had
gratefully received. Her husband, she added, had written that he was
well, “but still no peace prospects. Unfortunately. No news from Wilhelm
for three weeks.”82

The news from the battlefields was good, but Bleichroder heard of the
suffering, too, and of the growing impatience for a final victory. Louis
Schneider wrote from Pont a Mousson in August, “I am writing this in
the terrible surroundings of the dead and the dying from the battles of
16th and 18th, and ask your pardon therefore if my hand shakes....”83 In
September, after the fall of Sedan and the capitulation of Napoleon, it
looked for a moment as if peace might be restored, but the provisional
French government refused the steep territorial demands that Prussia
envisaged.84 The war continued, and German headquarters was
established first at the Rothschilds’ chateau in Ferrieres and then, on
October 5, in Versailles. What irony, for Bleichroder, to have the
Germans installed at Ferrieres, amidst the unbelievable splendors that
Baron James had amassed. Schneider was the first to write him “from
the fairylike, magnificent castle of the French Bleichroder—Baron
Rothschild.”85 Even Bleichroder, himself not a stranger to flattery, must
have smiled at this hyperbole. What Schneider and others concealed was
the raucous anti-Semitism that the Rothschild Palais inspired among the
conquerors. The J. R. (James de Rothschild) in the various heraldic
emblems, for example, was maliciously referred to as “Judaeorum Rex.”86
Roon spoke of the “Judenkonig” whose country estate was more
luxurious than anything he had ever seen.87 “But not even the vast halls
of Ferrieres could house Moltke’s staff, the royal retinue, Bismarck’s
officials, and a crowd of Schlachtenbummler which, once the war had
bogged down, swelled enormously.... It was an interesting, glittering,
gossiping community, but hardly a happy one; and as the weather grew



bleaker and peace came no nearer, its happiness grew still less.”88 The
fact that Moltke and his lieutenants were bitterly angry at what they
thought Bismarck’s inept interference with the serious business of war
and that Bismarck harbored equal disdain for the intrusion of the
military “demigods” poisoned the atmosphere and made the long wait
outside Paris more intolerable still. Their conflict was a harbinger of
later, deeper antagonisms between the Prussian army and the civilian
leadership.

Bleichroder did his unceasing best to raise the spirits of these
inconvenienced heroes. “We are hungry,” wrote Bismarck, “because
H.M. has forbidden all requisitioning for headquarters and there is
nothing to buy.”89 They ran out of wine because of William’s self-
denying order, and at first the Rothschilds’ concierge refused to sell even
one bottle from the great wine cellar. The entourage was furious at the
rich Jew’s inhospitality. Members of Bismarck’s staff had to go wine
hunting, but other necessities of life were harder to come by in an
impoverished and largely hostile country, while rail connections with
Germany were terribly overburdened.®0 Bleichroder sought to make up
for these deprivations, and he became a self-appointed purveyor of
delicacies to the Prussian retinue. It gave him pleasure to know that the
king, the chancellor, and their choice lieutenants ate his victuals, drank
his cognac, and smoked his cigars—all of them of exquisite quality. If
the way to a man’s heart is through his stomach, Bleichroder should
have been the best-loved man at headquarters.

He was not. Perhaps his solicitude was too exigent. Time and again he
would press Schneider or Keudell, demanding to know what their
respective masters lacked. When told, he would immediately set out to
find and, more difficult, to send the desired items. William—that
legendary figure of simple tastes—wanted larks, lobster, and turbot as
well as special beer. It all would arrive miraculously, within days of the
request.91 There were of course gradations in giving, and the lower
echelons had to be satisfied with lesser gifts. Still Keudell reported that
he had distributed Bleichroder’s cigars among Bismarck’s assistants,
Abeken, Bismarck-Bohlen, and Hatzfeldt, who now “daily blow the
trumpets of your praise.”92 Count Perponcher and Prince Anton
Radziwill of the king’s retinue and Count August Eulenburg of the crown
prince’s staff were also among Bleichroder’s beneficiaries.93 Only the



enemies of Bismarck, the men of the General Staff under Moltke, were
without Bleichroders presents; he lacked entrée to the group. In their
eyes he had a double mark against him: he was a Jew and a Bismarck
creature, and the two were at times contracted into one contemptuous
phrase, “des Kanzlers Privatjude.”%4

Bleichroder’s beneficiaries also indulged in occasional anti-Semitic
remarks, but in their own way they reciprocated his kindnesses. Most of
them became part of Bleichroder’s incredibly good network of
intelligence; he received letters and telegrams from the field and
remained one of the best-informed men in Berlin. A few of them, Keudell
in particular, pressed his interests at critical moments.

Bleichroder and Keudell carried on an active and revealing
correspondence during the war. Their close ties and mutual regard shine
through letters that carry the familiar address: “Most esteemed friend.”
Bleichroder discussed Berlin affairs, the mood of market and populace,
secret information that he had received from Paris or neutral capitals.
Keudell in turn would give a full account from the field and often served
as intermediary between Bismarck and Bleichroder because direct
contacts were sparse during the war.

On August 5 Bleichroder wrote that commercial conditions were poor,
but the newly issued Prussian loan was doing well—which turned out
not to be the case. He also reported that there remained a danger of pro-
French moves in Austria and Italy. In mid-August, after the first Prussian
victories, Bleichroder’s tone became more ebullient: “The market is
developing brilliantly,” while in France there is “ruin in every corner of
the country.”95

Keudell’s answer gave Bleichroder an entirely different picture. On
August 16, from Pont a Mousson, near Metz, where German troops had
just crossed the Moselle and where he had arrived but a few hours
before, Keudell wrote “amidst the thunder of battle”—the costly battle of
Vionville. He found the market’s bullishness premature. “We must
weaken France in the peace to come, so that in a year’s time it will not
start a war again and so that our people who have shown themselves so
admirably willing to make sacrifices will not lose faith in us and will not
think that the monarchy represents their interests poorly and thus
receive an impetus toward a republic.” All other powers were jealous, he
said, and hence there could be no peace without a “very heavy struggle,



not only against the French people, who after all will be aroused against
the conqueror, but also against the neutrals, quite aside from the
difficulties and delays that might be created by the possible removal of
Louis [Napoleon].... For all these reasons no confidence” in an early or
easy end of the war.96

In short, this was not to be a lightning war, a la 1866, where
triumphant armies swiftly achieved limited aims. This was not the kind
of “moderation” that Bleichroder’s friends pleaded for and that he too
may have expected. Keudell’s letter clearly reflected Bismarck’s
thoughts, as witness Bismarck’s message of August 11 to the czar. The
fact that Keudell repeated the rather absurd alternative of hard peace or
republicanism at home suggests that it must have been an idée fixe of
Bismarck’s at the time.” Bismarck and Keudell were continuously
together, except for the very evening after Keudell wrote the letter,
when Bismarck, having been informed that his son Wilhelm had been
killed and his son Herbert wounded, rode into the night until the next
morning—to find Wilhelm unscathed and Herbert thrice wounded.®8

Keudell’s warning that the war would last a long time was of
immediate importance to Bleichroder. It is of present-day interest as
well. In the last few years, Bismarck’s role in the annexation of Alsace-
Lorraine has again become a controversial subject. Bismarck’s
contemporaries had sensed the new militancy: already on August 10,
Friedrich Engels wrote of the “national fury” that had seized Germans
and “the cry for Alsace-Lorraine [that is heard] everywhere.”9® Had
Bismarck fanned this “national fury” or was he driven by it, had he
planted annexationist stories in the government press or did he
reluctantly accept what public opinion and the military demanded? (In
later years, he himself claimed to have been pushed.) The degree of
Bismarck’s involvement is still in dispute, but few would deny that by
mid-August Bismarck had freely and finally resolved on the annexation
of Alsace-Lorraine despite the certain cost.100

The renewed interest in Bismarck’s motives notwithstanding, it has
gone unnoticed that his determination to punish France, to cripple her
alleged desire for aggression, stiffened precisely in the week that the war
had touched him most intimately, in the fate of his two sons. On August
16 and 18, moreover, the German armies narrowly missed crushing
defeats, and suffered heavy losses.101 There is an important difference in



tone and substance, for example, between his still vague instructions to
his ambassador in St. Petersburg on August 11 and his tough insistence
on territorial gains in his note to Bernstorff in London ten days later:
“Public opinion in England will understand that we must prevent as best
we can an early repetition of the immense sacrifices which this war has
imposed on our people, from the palaces to the cottages.” The French, he
added, would be bitter “even if they emerge from this war without
territorial losses.” An enemy that cannot be turned into a friend must be
made less powerful, and this, he concluded, could be done only by the
surrender, not the destruction, of French forts.102

Bismarck may have partly believed his own allegation that the
people’s sacrifices had engendered popular hopes, which, if
disappointed, would weaken monarchical sentiment. But he did his best
to fan these hopes, to translate a limited cabinet-style war into a war
between nations—only to recoil a few months later when he realized the
ferocity of the war a outrance which he had helped to unleash. The
parallel to the war aims crisis of the next war—which partly grew out of
the annexation of Alsace-Lorraine—is inescapable. In order not to
disappoint a deliberately aroused people, the governments in both wars
insisted on peace conditions that necessarily prolonged the war and
heightened both losses and expectations. Bismarck had battled against
such an escalation of aims in 1864 and 1866, but in 1870, when the
dangers were greater, he deliberately fostered it. It proved his most
fateful error.

For the sake of these aims Bismarck rebuffed French overtures for
peace—overtures in which Bleichroder was to play his part. After the
battles of August 16 and 18 the tide turned decisively against the
French, and imperial troops staggered to their doom. On September 2,
with the surrender of Napoleon and his army at Sedan, France suffered
the worst defeat in her long history. Bismarck repeated to General
Wimpffen, the French plenipotentiary, what he had been saying—and, in
view of his earlier Francophilia, one is tempted to add, learning—during
the preceding weeks, that is, that the French were a perennially
aggressive people, that German sacrifices must lead to better protection
against such an enemy.103

Bismarck’s political rationality returned in calmer moments, but Sedan
unhinged the German public mind in a way that Bismarck’s earlier,



subterranean press agitation could never have done.l04 Nor was that
mind easily healed, as the notorious Sedan-Feiern or annual celebrations
of later decades showed ad nauseam. In Paris, the capitulation of Sedan
precipitated the proclamation of a republic; a Provisional Government of
National Defense was installed, with Léon Gambetta, the young, fiery
radical, its leader and inspirer and Jules Favre in charge of foreign
affairs. The new government wanted peace, provided it could be had
with honor; an ignominious peace, like a long war, would put in deepest
jeopardy the social fabric of France. Favre’s famous vow—not “an inch
of her soil or a stone of her fortresses”—was irreconcilable with German
aims. Favre called on Bismarck at Ferrieres on September 18, but
Bismarck’s truculence ended all hopes. With the lucidity of the doomed,
Favre realized that the only alternative left was to wage a war of total
effort, and the only hope was the intervention of Europe.

Against this somber background, Bleichroder tried to play the
peacemaker. The intermediary was Alexander Mendel, Schwabach’s
father-in-law, a Dutch or Belgian citizen and cosmopolitan homme
d’affaires, with excellent French contacts, including good relations with
Gambetta. In August Bleichroder had sent Keudell a letter from Mendel,
“my most reliable man in Paris ... in his heart [he] is a good German,
even if he is Dutch.”105 On September 10 Bleichroder telegraphed
Keudell that “my informant” had returned to London with instructions
from Gambetta to open negotiations. “If chief wants to talk with Mendel
which in any case considered correct telegraph immediately together
with instructions for route.” The reply came forthwith: “Chief will
receive your friend; recommend new Berlin pass, route via Nancy.”106
On September 12 Bismarck received a letter from Bernstorff in London,
enclosing a report that Mendel had just received from Paris, full of
gloom because the present government could not conclude peace.
Mendel’s unidentified source predicted that Paris, faced with republican
chaos, would not defend itself, though “Paris is not France—New York,
for example, also is the seat of a foul populace, which does not prevent
America from being a great and noble nation.”107 Moritz Busch,
Bismarck’s press secretary, noted on top of Bernstorff’s letter, “used for
the press.” Mendel’s somber report made happy reading in the official
German papers.

After Bleichroder had arranged a meeting with Bismarck, Mendel took



one more quick trip to Paris to find out directly “what sacrifices they
will accept.”108 His visit in Ferrieres was as futile as Jules Favre’s had
been. Keudell liked Mendel; Moltke’s men, on the other hand, abused
him, the more readily for thinking him a Bleichroder agent.109 Gambetta
had given Mendel a return pass to Paris, but General Verdy du Vernois
persuaded him not to risk such a trip, but to surrender the pass to him.
Eventually Mendel obliged, and one of Moltke’s officers noted: “We hope
to make good use of it.”1108

Bleichroder kept Mendel in reserve. His aims were simple: he wanted
peace, he wanted to be the first to know when peace was in the offing,
and he wanted to collect the indemnity that Germany was likely to
impose on France. The last two promised large profits, and he implored
Keudell’s help. He asked Keudell, for example, to send him a coded
telegram when peace was near, but Keudell reminded him that private
telegrams from headquarters were forbidden: “My first dispatch about ‘a
few cigars’ [code word for peace prospects] was transmitted because it
was followed by ‘for the Chief,” but yesterday the enclosed telegram was
returned as undeliverable.”l11 In mid-October Bleichroder asked the
deputy head of the Foreign Office, Thile, to telegraph Bismarck that
Mendel, after an interview solicited by the French minister of the
interior, believed that “large cigar shipments” would have an effect on
the French. Bismarck must have wondered what gibberish his banker-
confidant was suddenly spouting, until Keudell properly interpreted the
message; on the telegram Keudell scribbled that Bleichroder had asked
him to use that code, but that he had refused.112 Strictly speaking, this
was not true, as we have seen, but Keudell was probably embarrassed to
be the only one who understood Bleichroder’s code; in this way their
intimacy became public knowledge.

Throughout the fall, Bleichroder transmitted Mendel’s reports to Thile,
who in turn would send them by coded telegram to Bismarck. On
October 25 Mendel reported: “Gambetta telegraphed that all talk was
useless. Favre will not accept any [territorial] cessions.” But it was
Gambetta who by organizing the nation-in-arms gave substance to
Favre’s intransigence. In early November Mendel warned the Germans
that the government at Tours thought that peace was impossible, that
new, well-supplied armies were entering the field, and that “desperation
drives people to arms against their will.” Later that month, Bleichroder



transmitted further news of growing French resistance.113

Not that Bismarck needed Bleichroder to apprise him of the
seriousness of the situation. German troops had won a string of victories,
but peace seemed as elusive as ever. The strain of waiting—first for the
fall of Metz, then of Paris—took its toll in the collective tempers at
Versailles. The enmity between Bismarck and the military grew, and the
dispute concerning the bombardment of Paris added a new focus of
controversy.

Occasionally Bleichroder received intimations of the glum atmosphere.
Just before the fall of Metz, Keudell wrote on Bismarck’s instructions
that the chancellor “would be pleased to assign to you the collection of
the war contribution, insofar as he can dispose of this, if the situation
develops far enough to allow discussion. But no dove is visible on the
horizon.” French resistance had stiffened, and people were settling down
for an unhappy winter in Versailles.114 Bleichroder began to share
everyone’s impatience and wrote Keudell on October 28: “Heartfelt
congratulations on the capitulation of Metz. God grant that I may soon
be able to congratulate you on the ceremonial entry into Paris. But
[even] anticipating all happy occasions, how do we get to an actual
peace?” Perhaps it would be best if Favre were to go—as if that were in
German hands!—because Gambetta was softer and “already accepted
Alsace.”115

Bleichroder wanted peace, a ceremonial entry into Paris, and Alsace as
well. He, too, had been swept up by the chauvinist illusions of the day—
and to such an extent that he probably no longer recognized the
contradictoriness of his wishes. How different from his friend Moritz
Goldschmidt, who now boasted of his pro-German sentiment but pleaded
for Prussian moderation, and sighed: “When will the blessed ‘shalom’
come?”116

Even though peace was remote, the question of who would eventually
collect the indemnity kept cropping up—sometimes almost teasingly on
Bismarck’s part. Thus, in early November, at Bismarck’s behest, Keudell
wrote Bleichroder “that the Vienna Rothschilds offered their services for
the collection of French contributions; what is your opinion on this? As a
rule we would prefer to use native [i.e., German] firms ... if it comes to
that.” (Bismarck exaggerated, because the Vienna Rothschilds had
merely offered to act as intermediaries with the Paris House, if the



latter’s services were required for the financial arrangements of a peace
agreement.)!17 But, Keudell added, prospects were grim: “In short, there
is no pleasant news I can report.”118

For some time, the tone in Versailles remained glum. In mid-December
still, Keudell confessed that no one knew how long Paris could hold out:
“I see no signs of the beginning of the end.”119 Worse still, since early
December, William and Bismarck were “in a condition of highest
nervous irritability, [because of] the question concerning the imperial
title, the bombardment of Paris and the [French] sorties.” William was
getting on Bismarck’s nerves, and Bleichroder was enlisted in an effort to
lessen the pressure. The Wolff Telegraph Bureau—with which
Bleichroder had close ties and for which he had hoped to gain special
privileges during the war—was sending its reports to Schneider, who
read them to the king, who bothered Bismarck about various items.
Bismarck thought at least that annoyance could be cut off at its source.
He assumed that Schneider did not pay for these reports and he certainly
should not receive them gratis: “The Federal Chancellor,” wrote Keudell,
“demands that an organization that receives such important
contributions from the government [as Wolff] should not cause
difficulties for it.” During these trying weeks, when William balked at
Bismarck’s various maneuvers to unify Germany, the chancellor
generally tried to restrict the king’s supply of news.120

In mid-December Keudell acknowledged Mendel’s further reports and
conceded that “Gambetta has indeed accomplished astounding feats, and
hence delayed peace.” Further mobilization in Germany would be
necessary “unless we are lucky and Paris falls within the next four
weeks.”121 At the same gloomy time, Bleichroder wrote Bismarck a
direct report on Gambetta’s putative peacefulness and on French
difficulties in raising funds in London, “despite the undeniable sympathy
in England for France. The last note of Your Excellency ... annoyed
London. Here one is annoyed at the procrastination in the bombardment
of Paris or, as rumors allege, at its complete cancellation.”122 Bismarck
hardly needed Bleichroder to discover everybody’s irritation; he knew
that the world had turned against him, that foreigners thought him
recalcitrant and harsh, and that Germans—wrongly—suspected him of
leniency toward Paris.123 What is remarkable is that Bleichroder felt free
to tell him all this; such candor at a trying time is a tribute to both men.



Bleichroder also wrote Bismarck about his personal finances. During
the early phase of the war, Keudell had served as intermediary between
chancellor and banker, and as early as September 5, after Prussia’s great
victories had driven the market up and at a time when Bismarck realized
that peace was still far off, he informed Bleichroder that “the chief
empowers you to sell from his holdings whatever you deem correct.”
Bleichroder sold all or most of Bismarck’s Russian mortgage bonds, and
by November thought of repurchasing them. Bismarck thought there was
no hurry in buying them back, especially as he could buy a new issue of
them in 1871. The chancellor, Keudell added, did not expect that
Russia’s denunciation of the Black Sea clauses of the Treaty of Paris
would lead to war, but “should he change his views, he would let you
know.” On his own responsibility and after a quick résumé of conditions
in France, Keudell added: “Hence if I were speculating I would not yet
buy.”124 The news from Versailles was bearish for a long time. Keudell’s
letter is further proof that Bismarck thought it important and
unobjectionable to have his banker properly briefed. Obviously he would
not share state secrets with him, but neither did he want him to make
costly decisions in the dark.

Bismarck’s concern with his private finances and with Bleichroder’s
management of them varied with his mood; when he was nervous and
depressed, Bleichroder’s occasionally oblique requests irritated him.
Certainly Bismarck’s staff stood in dread of his bad humor, and it may
have been some sudden unpleasantness that prompted Keudell in mid-
December to write Bleichroder that he could no longer bother Bismarck
with business affairs; Bleichroder should write to him directly.125
Bleichroder did, and told the ill-tempered chancellor that he had
temporarily invested the proceeds from the Russian mortgage bonds in
the new German Loan, which would appreciate until the new issue of
mortgage bonds was ready. In the same letter, Bleichroder announced a
shipment of some beer and cigars—comestible dividends from a grateful
banker.126

At Christmas, the mood in Versailles became more querulous still.
Despite further calamitous reverses, French leaders vowed to fight on. In
the German camp the antagonisms between Moltke and Bismarck
intensified, and the opening on January 5 of the bombardment of Paris,
which the chancellor had for so long demanded, did little to assuage



embittered feelings and conflicts. Moltke was perfectly willing to wage a
long war provided it ended with a punitive peace. Bismarck wanted a
quick end, because once again the specter of European intervention
loomed large. Discord and frustration prevailed in Versailles, and even
the proclamation on January 18 of the reluctant William as German
emperor did not dispel the heavy clouds. A few days later, a relatively
impartial observer noted: “I have never yet known such bitterness
against any man as prevails against Bismarck at this point.”127

The vanquished broke before the victor’s embarrassments became
apparent. Throughout January, Bleichroder heard from Mendel that
Paris was close to surrender, though the French armies in the field were
still formidable threats.128 On January 23 Keudell alerted Bleichroder
that the fall of Paris might be close at hand: “Instinct tells us that the
people can’t hold on much longer, but we have deceived ourselves so
often that no one trusts instincts anymore.... I recommend that as soon
as a crisis occurs you ask the Chancellor by telegraph for permission to
come here. I cannot give you the desired assurance.”129 That night Jules
Favre appeared at German headquarters, hoping to negotiate an
armistice that would relieve the starving capital and prepare conditions
for peacemaking.

Peace was in the offing at last. The war had brought heavy casualties
to France and Germany. It had toppled one emperor and created
another. It had humbled France and marked the end of her military
preponderance. The passage of that preponderance to the new German
Empire—or, as a member of the House of Commons put it, “Europe had
lost a mistress and gained a master”—filled Germans with hubris and
fear. That terrible amalgam was a legacy of Bismarck’s Third War, and
one which in subsequent years he could control but no longer exorcise.

“ At the very time when the French feared a Prussian attack, the British feared French
aggression, and the Times complained on April 10, 1867: “What, indeed, does France want more
than France?... No country has greater natural advantages thrown into her lap.... Her anxieties,
if they are not assumed, can have no real foundation in history, and can only have the support of
wild and visionary forecasts. But if we are to forecast the distant future, does the boldest prophet

venture to speak of an aggressive Germany?”

T Repeatedly Bleichroder acted as cover man for the transfer of secret funds for political



purposes. By the nature of the assignment, few records have survived. For example, Keudell, the
trustee of the Legationskasse, instructed Bleichréder in January 1868 to transmit 750 francs to
Paris, where “on highest authority” and in top-secret fashion, Keudell was to disburse it. No one
in the Bleichroder bank or at Rothschilds’ should have an inkling of the true reason for this
transfer: “I leave it to your kind judgment what little cloak you want to cover this matter with.”
There would be similar payments later, Keudell added. Keudell to Bleichroder, 29 Jan. 1868, BA.

* Der Berliner Haupt-Unterstiitzungs-Verein fiir die Familien der zur Fahne Einberufenen, in its
broadsheets of August and November 1870, appealed to the public for generous contributions to

be sent to the treasurer, Geheimer Kommerzienrat Bleichroder.

§ A month later, Bismarck referred to the recent visit by an intermediary of Gambetta’s who
had asked him whether the Germans would recognize the Republic. “Not only the Republic, but,
if you want, a Gambetta dynasty; only it must bring about an advantageous and certain peace.”
In telling the story, Bismarck added: “Indeed, any dynasty, whether Bleichréder or Rothschild,”

whereupon these two men became the subject of further conversation. GW, VII, 385.



CHAPTER 7

Hubris in Versailles

How hard the conquerors have been, and what a mistake in a great nation like Germany

to give up all direction of its affairs to one bold unscrupulous man.

—Lord Granville, March 1, 1871

or five long months the Germans had waited for a French
surréRder. It had taken six weeks to trap the emperor and topple the
Empire, but an insecure Republic refused German terms, afraid that a
humiliating peace would arouse in Frenchmen something of the
revolutionary fervor of 1793. For the Germans, with every passing day
of what appeared to them as futile resistance, the desire to punish
hardened. Meanwhile, they waited and plotted and bickered. These were
excruciating months for the French; they were a trial to the Germans as
well.

It was a strange place, this Prussian-German headquarters outside
Paris—different from any Prussian encampment before. It contained a
new mixture of Prussian militarism and German nationalism, a
combination uneasily managed by an embattled Bismarck. To the
outside world, the scene at Versailles exuded triumph and glory, as
centuries of German disunity and French preponderance came to an end.
A new Reich had been forged in the fires of war.

But inside headquarters, it looked different. The besiegers succumbed
to a siege mentality. It was not only a new Empire that was being born;
something of its spirit was being prefigured as well. Perhaps it was the
unexpected, unaccustomed length of the war, perhaps it was the



multiplicity of dangers and decisions that confronted Germany’s leaders,
but a coarsening, even a certain brutalization of spirit came to permeate
the Germans at Versailles. The phobias of the future suddenly appeared
in those months—to fade away in the first few years of peace under the
Empire.

The clearest conflict at headquarters was between Bismarck and
Moltke, between the statesman who insisted on the primacy of politics
and the strategist who demanded that in wartime the military must have
total autonomy. To Bismarck, war was an instrument of policy, and
peacemaking his own prerogative; to Moltke, any political interference
in strategy was a threat to his proper realm of responsibility. The conflict
embittered headquarters and led Moltke to withhold vital information
from Bismarck, even as Bismarck tried to withhold information from
William. It was a conflict that was to beset and finally destroy the very
Empire that both men were then creating.!

But there was antagonism between monarch and chancellor as well;
when Bismarck had finally cajoled the South German states into
accepting a German empire, with its barely veiled Prussian hegemony,
William balked at his new title of German Emperor. The king of Prussia
wanted the title of Emperor of Germany—or nothing. At the moment of
triumph, after William had been proclaimed German Emperor in the Hall
of Mirrors at Versailles (and not in the midst of his own people), he
stepped down to shake hands with his fellow dynasts and trusted aides—
with all in fact except Bismarck, the architect of the new Germany. It
was more than Bavarian particularism that made Prince Otto, King
Louis’s brother and heir to the Bavarian throne, lament the great
celebration: “I cannot even describe to you how infinitely sad and hurt I
felt during the ceremony.... Everything was so cold, so proud, so
glittering, so showy and swaggering and heartless and empty....”2

As the paladins of the new Reich were at war with one another, it was
easier for them to succumb to a composite of chauvinism, xenophobia,
and anti-Semitism that seemed to attest a brutalization of spirit. Even
Bismarck had changed: the prescient diplomat of 1866 had come to
believe, at least for the moment, in the omnipotence of power—or how
else to account for his admission to Lord Odo Russell, special British
emissary to Versailles, that “the more completely France was vanquished
the better in the end for Germany and the more lasting the peace”?3 This



new vision determined policy: the peace Bismarck demanded would
perpetuate France’s weakness. The annexation of Alsace-Lorraine
cemented the enmity it was supposed to be the consequence of. Bismarck
himself lived to regret this harshness—and solicitously blamed it on the
military. At the time, he favored it, and in part because he thought that
foreign triumphs would redound to Prussian glory and weaken all
remaining opponents of Prussia’s authoritarian regime.

At Versailles, Bismarck needed German parliamentarians—and when
they appeared, they were denigrated. Ludwig Bamberger, eminent leader
of the loyal National Liberals, was immediately dubbed “the red Jew.”4
There was an insistent, harsh anti-Semitic tone at Versailles: at no other
time in his life did Bismarck speak so often, so freely, so scathingly of
the rootlessness of Jews, of their hustling, of their omnipresence. (He
complained that almost all or at least many of the members of the
French Provisional Government were Jews: “almost certainly, Gambetta,
too, judging from his physiognomy.”)> Here, too, prejudice hardened
into policy.

Bleichroder knew little of all this. For him Versailles was the seat of
power, and he stood in awe of all that it represented. He probably knew
little of the uglier side of German power and wanted to know less. Nor is
there any evidence that he injected a note of caution or moderation into
the elaboration of German war aims. He shared Bismarck’s harshness,
and, like so many other Germans, the triumph of German arms instilled
in him an uncritical admiration for power and a terrible respect for all
things military.

Bleichroder was unlikely to have heard of the anti-Semitic mutterings
so common in Versailles at the time. But he must have known that
somewhere in the German war machine there was a harsh anti-Semitic
core—and a callousness to the sufferings of “lesser breeds,” like Jews
and Poles. He knew because the victims indirectly begged for his
intercession. The incident, small in itself, but portentous in its
implications, deserves attention.

It was in late December that Bleichroder discovered just how harsh
Bismarck’s men could be. On the twenty-third, Dr. Philippson, rabbi in
Bonn and editor of a major Jewish paper, forwarded to Bleichroder a



letter from the grand rabbi of Metz, Lipman, reporting that the German
prefect of Metz had just decreed the immediate expulsion from the city
of all Poles, most of whom were Jews. Appalled by the brutality of this
mid-winter expulsion of men, women, and children, amidst wartime
scarcity of transport, Lipman had pleaded with the prefect, Guido
Henckel von Donnersmarck, who cited higher orders and rejected
Lipman’s request to appeal those orders. The government’s aim, he
explained, was “to Germanize Lorraine” and hence remove “those
elements that were contrary to the German spirit. And he told me,
nobody was more opposed to that spirit than the Poles.” Philippson
implored Bleichroder “to make use of his great influence,” so that the
chancellor would either delay the execution of the order or would at
least exempt women and children from it.6 There is no record of
Bleichroder’s action, though in later years he often intervened on behalf
of his coreligionists. Polish gentiles were of course also affected by this
order, because Germans even then considered Poles as enemies whose
anti-German “spirit” justified all manner of brutality. There is an almost
uncanny quality to the incident: at the birth of the new Empire, the first
victims of chauvinistic brutality were Poles and Jews; they were also the
last victims of a united Germany.

Throughout January, Bleichroder was in Berlin, waiting for other news.
At last, on the twenty-eighth, a three-week armistice was signed, and the
city of Paris was saddled with an indemnity of 200 million francs, a
foretaste of far greater exactions. Bleichroder yearned to be on the spot
so that he could advise Bismarck on how such large sums might best be
collected and transferred—and to make sure that he got a lion’s share in
the financial operations involved. His unrivaled knowledge of the money
markets of Europe and his excellent contacts with the Rothschilds
obviously commended him to Bismarck.

By chance, Bleichroder was much talked about in headquarters just
then—and not only because he had sent some exotic fish from the
Adriatic which Bismarck devoured with relish between his arduous
negotiations with Favre.” In those hectic days, when, as one general
observed, “there was a multitude of people who tried to reduce the
power of this great tyrant to a minimum,” Bismarck and his embattled



entourage ridiculed Bleichroder in jokes that reeked of Christian
barnyards.8 On January 30, for example, they talked of Parisians who
would now try to leave their city, such as a Rothschild who allegedly
had already received his safe-conduct. Bismarck immediately suggested,
and not in jest, that he should be arrested as a franctireur, whereupon his
cousin exclaimed: “Then Bleichroder will come running and prostrate
himself on behalf of the whole Rothschild family.” Bismarck replied,
“Then we will send both to Paris, where they can join the dog hunt.”
The reference was to the famine inside Paris. Two days later, talking
about the indemnity from the city of Paris, Bismarck said, “Well, in the
first place, Bleichroder should go into battle. He must get into Paris right
away, so that he and his coreligionists can smell each other and talk
with the bankers.... He does want to come?” To Keudell’s reply that he
wanted to come in a few days, Bismarck said, “Please telegraph that we
need him immediately.”10

Bleichroder did want to come—desperately. And alone. He had
anxiously warded off other bankers who thirsted for the same call. For
Bleichroder, it combined what he most coveted: the lure of profits and
the taste of power. Once he received the call, he made no secret of his
summons to Versailles—although he concealed his assiduous solicitation
of it. His friends helped with the cumbersome travel plans. General
Chauvin, head of the Prussian Telegraph Service, suggested the itinerary,
and Major Brandt, now attached to headquarters, sent him an official
order requesting German military and civilian authorities to grant all
help, including the use of military trains, to Bleichroder and his two or
three companions, who were traveling to Versailles “on official
business.”!1 Armed with this and other orders, and assisted by his own
little retinue, he set out on the long, circuitous voyage to Versailles,
where he arrived to have dinner with Bismarck and Herbert on February
7.12

Bleichroder was formally entrusted with two tasks in Versailles: to
help arrange for the payment of the 200 million francs levied on Paris
and to negotiate with the French concerning the much larger indemnity
to be levied on the whole country. In both matters, he was to collaborate
with another expert, great industrialist and friend of Bismarck, Count
Guido Henckel von Donnersmarck, of whose political activities
Bleichroder had so recently heard. On February 8 the two experts met



their French counterparts in a mixed commission that was to arrange for
the payment of the Paris indemnity that was due three days later.13
Bleichroder suggested a satisfactory arrangement, involving a guarantee
by the London Rothschilds. A few days later, Lieut.-General von Stosch
wrote the Intendant-General of the Army, that Bleichroder was
brimming with enthusiasm “at two [Paris] Rothschild bills of 2 million
taler each, showed them to me repeatedly and asked whether anything
more 