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Preface

How was this possible? In 1938 the Third Reich embarked on Germany’s second campaign of conquest and destruction in less than a generation. At first, Hitler’s Wehrmacht seemed unstoppable, better prepared and more aggressive than the Kaiser’s armies. But as Hitler charged from victory to victory, his enemies multiplied. For the second time, a German bid to dominate the continent of Europe ran up against overwhelming opposition. By December 1941 the Third Reich was at war not only with the British Empire and the Soviet Union but with the United States as well. It took three years and five months, but in the end Hitler went down to a defeat far more cataclysmic than that which felled the Kaiser. Germany, along with large swathes of the rest of Eastern and Western Europe, was left in ruins. Poland and the western Soviet Union were practically eviscerated. France and Italy lurched perilously close to civil war. The overseas empires of Britain, France and the Netherlands were shaken beyond repair. And as the world learned of the extraordinary genocide committed by the National Socialist regime, the superiority once confidently claimed for European civilization was thrown for ever into question. How was this possible?

People make their own history. In the last instance, human will – both individual and collective – must be the starting point for any account of Nazi Germany. If we are to understand the awful deeds of the Third Reich we must seek to understand their perpetrators. We must treat Adolf Hitler and his followers seriously. We must seek to penetrate their mindset and to map the dark interstices of their ideology. It is not for nothing that biography – both individual and collective – is one of the most illuminating ways to study the Third Reich. But if it is true that ‘people make their own history’, it is also true, as Karl Marx put it, that ‘they do not make it just as they please; they do not make it under circumstances chosen by themselves, but under circumstances directly encountered, given and transmitted from the past’.1

What, then, are these circumstances? Somewhat surprisingly for those who think of him as a simplistic economic determinist, Marx followed up his famous aphorism, not with a disquisition on the mode of production, but with a paragraph about the way in which ‘the tradition of all the dead generations weighs like a nightmare on the brain of the living’. Historical actors, ‘just when they seem engaged in revolutionizing themselves and things, anxiously conjure up the spirits of the past … and borrow from them names, battle cries and costumes’ that allow the ‘new scene of world history’ to be dressed up in ‘time-honoured disguise’. Hitler and his cronies certainly inhabited such a self-fashioned world. And it is with good reason therefore that recent writing on the Third Reich has been preoccupied with politics and ideology. The cultural crises of early twentieth-century Europe, the vacuum left by the secularizing tendencies of the late nineteenth century, the radicalizing horror of World War I, all demand attention from anyone seriously interested in plumbing the deeper motives of National Socialism. How else can we understand a regime that took as its central objective the destruction of European Jewry, an objective apparently devoid of all economic rationale, a project that, if it can be understood at all, seems to be intelligible only in terms of a violent theology of redemptive purification?2

The cultural and ideological turn in the study of Fascism has permanently remodelled our understanding of Hitler and his regime. It is hard to imagine now, but there was a time, not so long ago, when historians routinely dismissed Mein Kampf as a historical source and thought it reasonable to treat Hitler as just another opportunistic imperialist. Those days are gone. Thanks to the work of two generations of historians, we now have a far better understanding of the way in which Nazi ideology conditioned the thought and action of the Nazi leadership and wider German society. But whilst we have been busy unravelling the central ideological and political thread of Hitler’s regime, other crucial strands of the story have been relatively neglected. Most notably, historians have tended to downplay or even ignore the importance of the economy. In part, this has been a deliberate act of rejection. In part, the marginalization of economic history has been self-inflicted. The statistical terminology in which much economic history is couched is inaccessible to readers trained in the humanities, and too little effort has been made by either side to bridge the gap. Perhaps most of all, the turn against socio-economic analysis has been motivated by a sense of ennui, the impression that there is simply nothing new to say, that all the major questions were answered by the first two generations of historians and social scientists writing after 1945, who seized on such topics as the Nazi economic recovery or the history of the war economy.

What we are left with is a historiography moving at two speeds. Whereas our understanding of the regime’s racial policies and the inner workings of German society under National Socialism has been transformed over the last twenty years, the economic history of the regime has progressed very little. The aim of this book is to start a long overdue process of intellectual realignment. To do so, this book reassesses the archival and statistical evidence, much of which has gone unquestioned in sixty years, brings it into dialogue with the latest research, both by historians of the Third Reich and by economic historians exploring the dynamics of the inter-war economy, and asks what light this throws on some of the central questions in the history of Hitler’s regime. How did the fissures in the global power structure created by the great depression of 1929–32 enable Hitler’s government to have such a dramatic impact on the world scene? What was the relationship between the extraordinary imperial ambition of Hitler and his movement and the peculiar situation of the German economy and society in the 1920s and 1930s? How did domestic and international economic tensions contribute to Hitler’s drive to war in 1939 and his restless drive to widen the war thereafter? When and how did the Third Reich develop the Blitzkrieg strategy that is widely seen as the hallmark of its spectacular success in World War II? When the Blitzkrieg failed outside Moscow in December 1941, how did the Third Reich continue the war for almost three and half years against overwhelming material odds? And what are we to make of Albert Speer? In recent years this singular figure has attracted an extraordinary amount of attention, yet, and it is surely a sign of the times, what has been in the foreground has not been Speer’s primary function as Armaments Minister but questions relating to his role as Hitler’s architect, Speer’s personal knowledge of the Holocaust and his tortured efforts after 1945 to come to terms with the truth. This book is the first in sixty years to offer a truly critical account of the performance of the German war economy both under Speer and his predecessors and it casts stark new light on his role in sustaining the Third Reich to its bloody end. For it is only by re-examining the economic underpinnings of the Third Reich, by focusing on questions of land, food and labour that we can fully get to grips with the breathtaking process of cumulative radicalization that found its most extraordinary manifestation in the Holocaust.

The first aim of this book, therefore, is to reposition economics at the centre of our understanding of Hitler’s regime, by providing an economic narrative that helps to make sense of and underpin the political histories produced over the last generation. No less urgent, however, is the need to bring our understanding of the economic history of the Third Reich into line with the subtle but profound rewriting of the history of the European economy that has been ongoing since the late 1980s but has gone largely unnoticed in the mainstream historiography of Germany.

It is hardly an exaggeration to say that historians of twentieth-century Germany share at least one common starting point: the assumption of the peculiar strength of the German economy. Obviously, when Hitler took power Germany was in the midst of a deep economic crisis. But the common sense of twentieth-century European history is that Germany was an economic superpower in waiting, an economic force comparable only to that of the United States. For all the argument there has been over the backwardness or otherwise of German political culture, the assumption of Germany’s peculiar economic modernity has gone largely unquestioned. This assumption frames the writing of much of German social history, as much as it also informs accounts of German imperialism in the foreign policy field. Indeed, so influential has been the assumption of Germany’s economic superiority that it has influenced narratives, not only of German history, but those of other countries as well. For most of the twentieth century it was Germany with which Britain, France, Italy and even the United States were compared.

From the vantage point of the early twenty-first century, it is this assumption that we must start by challenging. Both the real-life experience of Europeans since the early 1990s and a generation of technical work by economists and economic historians has shaken, if not demolished, the myth of Germany’s peculiar economic superiority. The master-narrative of European economic history in the twentieth century, it turns out, was one of progressive convergence around a norm that was defined for most of the period, not by Germany, but by Britain, which in 1900 was already the world’s first fully industrial and urban society. Furthermore, Britain up to 1945 was no mere European country; it was the largest global empire the world had ever seen. In 1939, as the war started, the combined GDP of the British and French empires exceeded that of Germany and Italy by 60 per cent. Of course, the idea of inherent German economic superiority was not simply a figment of the historical imagination. Germany from the late nineteenth century onwards was the home for a cluster of world-beating industrial companies. Brand names like Krupp, Siemens and IG Farben gave substance to the myth of German industrial invincibility. Viewed in wider terms, however, the German economy differed little from the European average: its national per capita income in the 1930s was middling; in present-day terms it was comparable to that of Iran or South Africa. The standard of consumption enjoyed by the majority of the German population was modest and lagged behind that of most of its Western European neighbours. Germany under Hitler was still only a partially modernized society, in which upwards of 15 million people depended for their living either on traditional handicrafts or on peasant agriculture.

What strikes one today as the defining feature of twentieth-century economic history is not the peculiar dominance of Germany or any other European country, but the eclipse of the ‘old Continent’ by a sequence of new economic powers, above all the United States. In 1870, at the time of German national unification, the population of the United States and Germany was roughly equal and the total output of America, despite its enormous abundance of land and resources, was only one-third larger than that of Germany. Just before the outbreak of World War I the American economy had expanded to roughly twice the size of that of Imperial Germany. By 1943, before the aerial bombardment had hit top gear, total American output was almost four times that of the Third Reich.

We start the twenty-first century, therefore, with an altered historical perception from that which framed narratives of German history for most of the last hundred years. On the one hand we have a sharpened appreciation of the truly exceptional position of the United States within the modern global economy. On the other hand the common European experience of ‘convergence’ provides us with a distinctly disenchanted perspective on Germany’s economic history. The basic and possibly most radical contention of this book is that these interrelated shifts in our historical perception require a reframing of the history of the Third Reich, a reframing which has the disturbing effect both of rendering the history of Nazism more intelligible, indeed eerily contemporary, and at the same time bringing into even sharper relief its fundamental ideological irrationality. Economic history throws new light both on the motives for Hitler’s aggression and on the reasons why it failed, why indeed it was bound to fail.

In both respects, America should provide the pivot for our understanding of the Third Reich. In seeking to explain the urgency of Hitler’s aggression, historians have underestimated his acute awareness of the threat posed to Germany, along with the rest of the European powers, by the emergence of the United States as the dominant global superpower. On the basis of contemporary economic trends, Hitler predicted already in the 1920s that the European powers had only a few more years to organize themselves against this inevitability. Furthermore, Hitler understood the overwhelming attraction already exerted on Europeans by America’s affluent consumer lifestyle, an attraction whose force we can appreciate more vividly, given our sharpened awareness of the more generally transitional status of the European economies in the inter-war period. As in many semi-peripheral economies today, the German population in the 1930s was already thoroughly immersed in the commodity world of Hollywood, but at the same time many millions of people lived three or four to a room, without indoor bathrooms or access to electricity. Motor vehicles, radios and other accoutrements of modern living such as electrical household appliances were the aspiration of the social elite. The originality of National Socialism was that, rather than meekly accepting a place for Germany within a global economic order dominated by the affluent English-speaking countries, Hitler sought to mobilize the pent-up frustrations of his population to mount an epic challenge to this order. Repeating what Europeans had done across the globe over the previous three centuries, Germany would carve out its own imperial hinterland; by one last great land grab in the East it would create the self-sufficient basis both for domestic affluence and the platform necessary to prevail in the coming superpower competition with the United States.

The aggression of Hitler’s regime can thus be rationalized as an intelligible response to the tensions stirred up by the uneven development of global capitalism, tensions that are of course still with us today. But at the same time an understanding of the economic fundamentals also serves to sharpen our appreciation of the profound irrationality of Hitler’s project. As this book will show, Hitler’s regime after 1933 undertook a truly remarkable campaign of economic mobilization. The armaments programme of the Third Reich was the largest transfer of resources ever undertaken by a capitalist state in peacetime. Nevertheless, Hitler was powerless to alter the underlying balance of economic and military force. The German economy was simply not strong enough to create the military force necessary to overwhelm all its European neighbours, including both Britain and the Soviet Union, let alone the United States. Though Hitler scored brilliant short-term successes in 1936 and 1938, the diplomacy of the Third Reich failed to bring about the anti-Soviet alliance proposed in Mein Kampf. Faced with a war against Britain and France, Hitler was forced at the last moment to resort to an opportunistic arrangement with Stalin. The devastating effectiveness of the Panzer forces, the deus ex machina of the early years of the war, certainly did not form the basis for strategy in advance of the summer of 1940, since it came as a surprise even to the German leadership. And though the victories of the German army in 1940 and 1941 were undoubtedly spectacular they were inconclusive. We are thus left with the truly vertiginous conclusion that Hitler went to war in September 1939 without any coherent plan as to how actually to defeat the British Empire, his major antagonist.

Why did Hitler take this epic gamble? This surely is the fundamental question. Even if the conquest of living space can be rationalized as an act of imperialism, even if the Third Reich can be credited with a remarkable effort to muster its resources for combat, even if Germany’s soldiers fought brilliantly, Hitler’s conduct of the war involved risks so great that they defy rationalization in terms of pragmatic self-interest.3 And it is with this question that we reconnect to mainstream historiography and its insistence on the importance of ideology. It was ideology which provided Hitler with the lens through which he understood the international balance of power and the unfolding of the increasingly globalized struggle that began in Europe with the Spanish Civil War in the summer of 1936. In Hitler’s mind, the threat posed to the Third Reich by the United States was not just that of conventional superpower rivalry. The threat was existential and bound up with Hitler’s abiding fear of the world Jewish conspiracy, manifested in the shape of ‘Wall Street Jewry’ and the ‘Jewish media’ of the United States. It was this fantastical interpretation of the real balance of power that gave Hitler’s decision-making its volatile, risk-taking quality. Germany could not simply settle down to become an affluent satellite of the United States, as had seemed to be the destiny of the Weimar Republic in the 1920s, because this would result in enslavement to the world Jewish conspiracy, and ultimately race death. Given the pervasive influence of the Jews, as revealed by the mounting international tension of the late 1930s, a prosperous future of capitalist partnership with the Western powers was simply impossible. War was inevitable. The question was not if, but when.

This is a long book and, since it is written to be read from beginning to end, I don’t want to deflate the tension by revealing the decisive punch lines in the first few pages. Suffice to say that, though the broad outline of the history of the Third Reich has been deeply engraved in decades of painstaking investigative labour, the story as it is told here is new. My goal is to provide the reader with a deeper and broader understanding of how Hitler established himself in power and mobilized his society for war. I provide a new account of the dynamic that launched Germany into war and explain both how this sustained a successful war effort up to 1941 and how it reached its inevitable limit in the Russian snow. Next, the book takes on what is surely still the fundamental interpretative challenge facing any historian of the Third Reich, and perhaps particularly an economic historian: explaining the Holocaust. Drawing both on archival material and a generation of brilliant historical research, I emphasize the connections between the war against the Jews and the regime’s wider projects of imperialism, forced labour and deliberate starvation. In the minds of the Nazi leadership, there were, in fact, not one but a number of different economic rationales for genocide. Finally, building on these decisive chapters on 1939–42, I explain the extraordinary coercive effort through which the regime sustained Germany’s war effort for three bitter years, at the heart of which stood Albert Speer.

Those who at this point are already impatient for more specific conclusions should turn to Chapter 20, which provides a brief summary of at least some of the key points. To avoid the book being even longer, I have not burdened it with a full bibliography. The titles of all works cited appear in full at their first appearance in each chapter. A full bibliography, as well as other resources on the economic history of the Third Reich, is available from the author’s webpage https://adamtooze.com/.

‘Tons’ means metric tons throughout.









1

Introduction

Reviewing the twentieth century, it is hard to escape the conclusion that two themes have dominated Germany’s history. On the one hand there is the pursuit of economic and technological progress, which for much of the century made Germany, along with the United States and latterly Japan, China and India, one of the largest economies in the world. On the other hand there is the pursuit of warfare on a hitherto unimagined scale.1

Germany was chiefly responsible for unleashing the first shattering World War of the twentieth century. It was solely responsible for the second. Furthermore, in the course of World War II Hitler and his regime extended the boundaries of war to include a wholesale campaign of genocide that stands unrivalled in its intensity, scope and deliberateness. After the second catastrophe of 1945, the occupying powers made sure to leave Germany with no choice. Though sport, technology, science and culture were gradually readmitted as fields of national and individual self-expression, and though German politics became more multi-dimensional from the late 1960s onwards, it was the depoliticized pursuit of material welfare that dominated national life, certainly in West Germany after 1945.2 By contrast, Germany’s first surrender, in 1918, was far less complete and the conclusions drawn both by Germans and their former opponents were correspondingly more ambiguous. One of the many extraordinary features of German politics in the aftermath of World War I is that throughout the existence of the Weimar Republic the German electorate faced a choice between a politics centred on the peaceful pursuit of national prosperity and a militant nationalism that more or less openly demanded a resumption of hostilities with France, Britain and the United States. Since most of this book will be taken up with a dissection of the way in which Hitler harnessed the German economy in pursuit of this latter option, it seems important to begin by clearly establishing the alternative against which his vision was framed and how that alternative was pushed out of view by the disastrous events leading up to Hitler’s seizure of power.

It would be wrong, of course, to deny that there are continuities that connect all sides in the strategic debate in Germany in the 1920s and 1930s to the imperialist legacy of the Wilhelmine era.3 Hostility towards the French and Poles and imperial designs on Germany’s neighbours both in the West and in the East were nothing new. However, an excessive stress on continuity obscures the transformative impact on German politics of the defeat of November 1918 and the traumatic crisis that followed. This agony reached its climax in 1923 when the French occupied the Ruhr, the industrial heart of the German economy. Over the following months, as Berlin sponsored a mass campaign of passive resistance, the country descended into hyperinflation and political disorder so severe that by the autumn of 1923 it called into question the survival of the German nation-state as such.4 Strategic debate in Germany was never the same again. On the one hand, the crisis of 1918–23 gave rise to an ultra-nationalism – in the form of the radical wing of the DNVP and Hitler’s Nazi party – that was more apocalyptic in its intensity than anything prior to 1914. On the other hand, it also produced a truly novel departure in German foreign and economic policy. This alternative to nationalist militancy also aimed to achieve a revision of the onerous terms of the Treaty of Versailles. But it aimed to do so not by gambling on military force. Instead, Weimar’s foreign policy prioritized the economy as the main field within which Germany could still exercise influence in the world. Above all, it sought security and leverage for Germany by developing financial connections with the United States and closer industrial integration with France. In certain key respects, this clearly anticipated the strategy pursued by West Germany after 1945. It was a policy that enjoyed the backing of all of the parties of the Weimar coalition – the Social Democrats, the left liberal DDP and the Catholic Centre party. But it was personified by Gustav Stresemann, leader of the national liberals, the DVP, and Germany’s Foreign Minister between 1923 and 1929.5

Four years after the stabilization of 1924, the general election of 20 May 1928 was the first occasion on which the entire electorate of Germany had the opportunity to give their verdict on the achievements of the Weimar Republic and Stresemann’s foreign policy. Gustav Stresemann chose to fight that general election in Bavaria. Munich, of course, was also one of the favourite stomping grounds of the NSDAP and as the leader of that fringe party, Hitler hoped to gain added attention by crossing swords with Stresemann. The voters of Bavaria were thus offered a dramatic choice between Stresemann’s conception of Germany’s future, based on four years of peaceful ‘economic revisionism’, and Hitler’s sweeping rejection of the foundations of Weimar’s foreign and economic policy. Both Hitler and Stresemann took the contest seriously. Though it was essential for Stresemann to present Hitler as little more than a crank, he admitted that he had taken time to read at least one of Hitler’s published speeches to inform himself about the arguments he might face.6 Hitler for his part used the argument with Stresemann to refine the ideas on foreign policy and economics that he had first formulated in Mein Kampf, his manifesto compiled in Landsberg prison in 1924.7 The result was the manuscript known as Hitler’s ‘Second Book’, which was completed in the summer of 1928 and contained substantial passages culled directly from stump speeches.8

I

Gustav Stresemann had first enunciated his view that ‘politics … [is] today first of all the politics of the world economy’, as an ambitious young representative of the National Liberal party in the Wilhelmine Reichstag.9 And this was no mere rhetoric, it was an experience ingrained in his biography.10 Born in 1878 in Berlin, the son of a small independent bottler of flavoured Weiss Bier, one of the capital’s favourite tipples, Stresemann had watched his father’s business squeezed by the competition of the larger breweries. As the only one of seven siblings to attend university he had completed his studies with a dissertation in historical economics and started work in 1901 as a syndic for the light-manufacturing industries of Saxony, where it was his job to lobby for the interest of export-orientated manufacturing against the overweening demands both of heavy industry and protectionist agriculture. Both by his reading of economic history and his practical experience of trade policy, Stresemann was convinced that the dominant forces in the twentieth-century world would be the three major industrial economies: Britain, Germany and the United States. The economic great powers were rivalrous, certainly. But they were also functionally and inescapably interconnected. Germany needed raw materials and food from overseas export markets to provide its population with work and bread. The British Empire was better placed with regard to raw materials, but it needed Germany as an export market. Furthermore, Stresemann was convinced from an early stage that the emergence of the United States as the dominant force in the world economy permanently altered the dynamic of competition between the European powers.11 In the twentieth century the future of the balance of power in Europe would be defined in large part by the relationship of the competing interests in Europe to the United States. Stresemann certainly did not underestimate either military force or the popular will as factors in power politics. In the dreadnought race, Stresemann was a consistent advocate of the Imperial fleet, in the hope that Germany might one day rival the British in backing its overseas trade with naval power. After 1914 he was amongst the Reichstag’s most aggressive advocates of all-out U-boat war. But even in his most annexationist moment, Stresemann was above all motivated by an economic logic centred on the United States.12 The expansion of German territory to include Belgium, the French coastline to Calais, Morocco and extensive territory in the East was ‘necessary’ to secure for Germany an adequate platform for competition with America. No economy without a secure market of at least 150 million customers could hope to compete with the economies of scale that Stresemann had witnessed first hand in the industrial heartlands of the United States.

There can be no doubt that Germany’s sudden defeat in the autumn of 1918 shocked Stresemann deeply, leaving him close to both physical and psychological collapse. It permanently shook his confidence in military force as a means of power politics, certainly as far as Germany was concerned. More fundamentally, it raised doubts in his mind about the German social and political system, which had proved less resilient than that of either Britain or France. This, however, merely reinforced his belief in the determining force of economics. The world economy was the one sphere in which Germany was truly indispensable. Already in April 1919 Stresemann demanded that, given Germany’s military weakness, the basis of its foreign policy should be the strength of its major corporations. ‘Today we need credits from abroad. The Reich is no longer creditworthy … but the private individual, individual large corporations still have credit. This is founded on the unlimited respect of the world for the achievements of German industry and of the German trader.’13 Crucially, the economy was the one sphere through which Germany could build a connection to the United States, the only power that could help Germany in counterbalancing the aggression of the French and the disinterest of the British. And this vision of a trans-Atlantic partnership clearly impelled Stresemann’s actions, both during his brief but decisive spell as Chancellor of the Republic in 1923 and then as Foreign Minister between 1924 and 1929. By facing down a storm of nationalist outrage and ending the ruinous campaign of passive resistance to the French occupation of the Ruhr, whilst at the same time signalling Germany’s willingness to pay reparations, Stresemann opened the door to a special relationship with the United States.

This of course came at a price. Stresemann was vulnerable for ever afterwards to accusations from the right that he was a ‘French candidate’.14 And these accusations were further strengthened by Stresemann’s decision to use cooperative tactics rather than confrontation, to achieve an accelerated withdrawal of the French forces that patrolled the Rhineland.15 Of course, nothing could have been further from the truth. Stresemann was in every respect a full-blooded German nationalist. He never distanced himself from the annexationist positions he had adopted during World War I, because he saw no reason to regret them. Nor was he ever willing to accept as a long-term solution the eastern border with Poland as defined by the 1921 plebiscite and League of Nations decision. His strategy, which relied on manipulating the interlocking interests of the United States, Britain and France, was simply more complex than the confrontational mode favoured by the ultra-nationalists.

Stresemann’s first success was the Dawes Committee, which met in Paris in 1924 to establish a workable system through which Germany could pay reparations without jeopardizing its financial stability.16 The chairman of the Committee was General Charles G. Dawes, a Chicago banker and industrialist who had presided over the American and inter-Allied procurement in World War I. But the actual architect of the scheme was Owen Young, the chairman of General Electric and as such one of the leaders of American industry.17 General Electric was furthermore closely allied with the Allgemeine Elektrizitaets Gesellschaft (AEG), Germany’s second-largest electrical engineering conglomerate. Dawes and Young more than fulfilled the hopes that Stresemann placed in the United States. The immediate reparation demands on Germany were substantially reduced, with the full annuity of 2.5 billion pre-war Goldmarks not to come into effect until 1928/9. J. P. Morgan did their bit by mobilizing an enthusiastic vote of confidence from Wall Street, with an initial and massively over-subscribed loan of $100 million. Re-establishing the Reichsmark on gold at its pre-war parity against the dollar ended the instability of Germany’s currency.18 Further protection was provided by the so-called Reparations Agent. This office was occupied by a young Wall Street star, Parker Gilbert, who had the power to halt transfers of reparations payments if they would endanger the stability of the German currency. The demands of the European ‘reparations creditors’ were thus relegated to a second order claim on Germany’s finances. American capital did not immediately crowd into Germany, as is sometimes suggested.19 However, given the large interest rate differential between the United States and Germany, where savings had been evaporated in the heat of hyperinflation, the conditions for lending were clearly good. And between October 1925 and the end of 1928 the inflow of foreign capital was so large that Germany could make its reparations payments without even having to earn a surplus on its trade account. This was convenient for the British and French since it enabled them to insist on German payments without having to open their markets to billions of Goldmarks’ worth of goods. At the same time it allowed Washington to insist that France and Britain should honour the debts they owed to America as a result of the war.

This merry-go-round in which Germans borrowed money from the Americans to pay the British and French who then paid the Americans raised anxiety on all sides.20 However, it served its purpose. The US Congress insisted on the fullest possible repayment of the inter-Allied credits owing to America.21 The new American lenders to Germany were making handsome profits. And the Weimar Republic enjoyed a standard of living considerably higher than would have been possible if it had been constrained to pay reparations out of an export surplus. Hjalmar Schacht, the president of the Reichsbank installed by Stresemann in November 1923, was deeply concerned about Germany’s mounting international debt burden.22 But he shared Stresemann’s strategic vision. As America’s stake in Germany grew, so would Washington’s interest in ensuring that excessive reparations demands by Britain and France did not jeopardize American investments. Put at its most simple and most cynical, Germany’s strategy consisted of exploiting the protection provided by the Reparations Agent to borrow so much from America that the service on this debt made it impossible to transfer reparations.23 More subtly, what Stresemann and Schacht aimed to do was to make American financial interests into the main force pushing for the revision of Germany’s reparations, allowing Berlin to normalize its relations with London and Paris. And in the late 1920s this strategy appeared to be working. In 1928, rather than the Germans it was the Americans and most notably the chairman of the US Federal Reserve, Benjamin Strong, who began to push for the renegotiation of Germany’s reparation obligations before the full annuities owing under the Dawes Plan came into effect.24 Strong did so not out of any love for Germany but in the interest of securing America’s huge stake in the German economy. A full-blown crisis could easily have destabilized a number of America’s largest banks.
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Table 1. Borrowing from abroad: Germany’s foreign debt position, spring 1931 (million RM)
 Source: C. R. S. Harris, Germany’s Foreign Indebtedness (Oxford, 1935), 9, 95



II

If in Stresemann’s case our problems of interpretation stem from the fact that his policies seem uncannily similar to those on which the stability of Germany has rested since 1945, the difficulty in getting to grips with Hitler’s vision is the reverse. Hitler inhabited a strange and embattled mental universe that we struggle to comprehend or even to take seriously.

It is tempting to deduce the very different world-views adopted by Hitler and Stresemann from their markedly different life histories. Hitler’s difficulties in finding a place in the world are too familiar to need rehearsing here.25 They certainly stand in marked contrast to Stresemann’s story of upward social mobility. For both men, the war was a turning point. But whereas Stresemann’s chronic ill health debarred him from active service in World War I, Hitler experienced the war from the trenches. It is hardly surprising in the light of this that Stresemann managed to retain his quintessential bourgeois optimism even during the nightmare of 1918–23, whereas Hitler’s thinking had a far darker edge. Nevertheless, Hitler and Stresemann were both products of a shared political culture. They were both advocates of the widely held view that World War I was the result of Imperial competition.26 Specifically, both blamed Great Britain for having initiated the war, in a deliberate attempt to cripple Germany as an economic and naval competitor. In Stresemann’s case, however, this common-sense model of military-economic competition was softened by his understanding of the mutual interconnectedness of the world economy and above all by the importance he attached to the United States as a counter-weight to Britain and France. Hitler’s outlook, by contrast, was far more embattled. He regarded the liberal ideology of progress through industry, hard work and free trade as nothing more than a lie spread by Jewish propagandists. In fact, any effort by the German people to seek salvation through industry and trade would eventually bring them into competition with Britain. Germany would again face the constellation of August 1914 – an overpowering Continental alliance masterminded and bankrolled by the Jewish bankers of the city. The international Jewish conspiracy, which ruled now not only in Washington and London but in the Bolshevik dictatorship as well, would again force Germany into defeat.

For Hitler, the decisive factors in world history were not labour and industry, but struggle for the limited means of sustenance.27 Britain could sustain itself through free trade, but only because it had already conquered an empire by military force. What the German people needed to secure a decent standard of living was ‘living space’, Lebensraum, and this could be achieved only by warlike conquest. Colonies had been the great enthusiasm of Wilhelmine Germany, but that meant scattering Germany’s precious blood all over the world. Instead, Hitler favoured the conquest of contiguous Lebensraum in the East. Here again one can certainly point to similarities with the thinking of wartime annexationists. After the Treaty of Brest-Litovsk, Stresemann too had dreamed of a German Grossraum in the East. But, as we have seen, his primary aim was to gain a market sufficient in scale to match the United States. Hitler, by contrast, wanted the land, not the native inhabitants. The purpose of conquest was not the addition of non-German people. The population of the conquered territories would have to be removed. The bourgeois regime of Imperial Germany had lacked the nerve for this kind of radical racial policy in relation to the large Polish minority that inhabited its eastern borders. But if Germany was to prevail, there was no alternative to a ruthless policy of conquest and depopulation. War was Germany’s destiny. Concretely, Hitler seems to have envisioned a more or less systematic series of steps starting with the incorporation of Austria, then the subordination of the major Central European successor states, most notably Czechoslovakia, culminating in a settling of accounts with the French.28 The path would then be clear for a drive to the east. Hitler did not of course wish to repeat the constellation of World War I and in this respect Britain was crucial. Hitler was firmly convinced that, unlike an export-directed strategy, which would lead inevitably into conflict with the global influence of the British Empire, his strategy of Continental expansion posed no fundamental threat to Britain, whose basic interests lay outside Europe. It was fundamental to his strategic conception in the 1920s and early 1930s that he would be able to secure a dominant position for Germany in Europe without coming into conflict with Britain. Indeed, reversing Stresemann’s logic, Hitler believed that Britain would come to view Germany as an ally in the competition that it was bound to face from the United States.

In his childhood, like many millions of German-speaking boys, Hitler had been an enthusiastic reader of Karl May’s Germanic Westerns.29 In the immediate aftermath of World War I his fascination took on a darker hue, particularly in relation to President Wilson, who in the wake of Versailles became an object of near universal revulsion in Germany. In 1923 Hitler wrote that only a spasm of temporary imbecility brought on by the hunger pangs of the Anglo-Jewish blockade could explain how Germany had thrown itself on the mercy of a ‘crook like Wilson, who had come to Paris with a staff of 117 Jewish bankers and financiers …’.30 In Mein Kampf, drafted the following year, the United States barely figured in Hitler’s strategic vision. Three years later, given the role played by the United States in German affairs, such parochialism was no longer possible. As Hitler could not fail to note, the United States – even if it was not a military factor in European affairs – was an economic force to be reckoned with. Indeed, the remarkable industrial advance of the United States had changed the parameters of everyday life on the ‘old continent’. As Hitler himself put it, in what is surely one of the key passages in his ‘Second Book’:


The European today dreams of a standard of living, which he derives as much from Europe’s possibilities as from the real conditions of America. Due to modern technology and the communication it makes possible, the international relations amongst peoples have become so close that the European, even without being fully conscious of it, applies as the yardstick for his life, the conditions of American life …31



And not surprisingly, what most caught Hitler’s eye was the American domination of the motor vehicle industry. Hitler, of course, was a motor enthusiast. But what concerned him in his ‘Second Book’ were the strategic implications of America’s leadership in this crucial new industry. In their imaginings of a future of American affluence Europeans were apt to forget ‘that the relationship of surface area to the population of the American continent is vastly superior …’. America’s enormous competitive advantage in industrial technology was above all a function of ‘the size of’ America’s ‘internal market’ and its ‘wealth in purchasing power but also in raw materials’. It was the huge volume of ‘guarantee[d] … internal sales’ that enabled the American motor vehicle industry to adopt ‘methods of production that in Europe due to the lack of such internal sales would simply be impossible’.32 Fordism, in other words, required Lebensraum.

Whereas Stresemann saw the rise of the United States as a stabilizing factor in European affairs, for Hitler it merely raised the stakes in the struggle for racial survival. Nor could this struggle remain limited to the economic sphere: ‘The final decision in the struggle for the world market will lie with force …’33 Even if its businessmen were successful, Germany would soon find itself back in the situation of 1914, forced to fight for its access to world markets on highly unfavourable terms. Indeed, Hitler believed that the emerging economic dominance of the United States placed in jeopardy the ‘global significance’ of all the European countries. Unless the political leaders of Europe could shake their populations out of their usual ‘political thoughtlessness’, the ‘threatened global hegemony of the North American continent’ would reduce all of them to the status of ‘Switzerland and Holland’.34 Not that Hitler was an adherent of pan-European ideas. He regarded any such suggestion as vapid, ‘Jewish’ nonsense. The European response to the United States had to be led by the most powerful European state, on the model of the Roman or British empires, or for that matter the unifying actions of Prussia in nineteenth-century Germany.


In future the only state that will be able to stand up to North America, will be the one which has understood how, through the essence of its inner life and the meaning of its foreign policy, to raise the value of its people in racial terms and to bring them into the state-form most appropriate for this purpose … It is the task of the national socialist movement to strengthen and to prepare its fatherland for this mission.35



Along with France and the Soviet Union, the United States thus entered the ranks of Hitler’s enemies, to be confronted, after a period of internal consolidation, if possible in alliance with Great Britain. It is worth emphasizing this latter point. Hitler’s insistent emphasis on the need for an alliance with Britain was driven not only by his focus on conquest in the East, the central strategic argument of Mein Kampf, but also by his awareness of the threat posed by the United States, the new theme of the ‘Second Book’.

Hitler and Stresemann thus differed in their assessment of Germany’s position in relation to the dawning ‘American century’ and they differed in their assessment of the relative importance of economics and politics. Underpinning these divergences, however, was a more fundamental difference in their understanding of history.36 This is most clearly illustrated by their responses to the disaster of World War I. The essence of Stresemann’s position was that the war did not change the fundamental direction of world history, which was dictated by the inevitable trajectory of economic development. Though Germany had been defeated, the war, by weakening Britain and France and promoting the United States, opened the door to a reassertion of German power, though limited to the economic sphere. Hitler regarded this kind of thinking as characteristic of the naïve optimism of the German bourgeois. Hitler was not a pessimist. He rejected the doom-laden prophecies of Spengler. For him, however, history offered no guarantees. The fundamental determining factor in history was not the predictable telos of economic development, but struggle between peoples for the means of life. In this battle for survival the outcome was always uncertain. Even in the short span of ‘2,000 years’ of human history, Hitler declared,


world powers ruled cultures of which only legend now tells, enormous cities have fallen into ruins … Almost beyond all comprehension … are the concerns, the needs and suffering of millions upon millions of individual people, who were once, as living substance, the bearers and victims of these events … And how indifferent is … the present. How unfounded is its eternal optimism and how ruinous its wilful ignorance, its refusal to see and its refusal to learn.37



To shake the populace out of its optimistic stupor and to energize it with a sense of apocalyptic risk, this was the true task of political leadership. The idea that Germany could simply progress steadily towards a higher standard of living like that on show in the United States was a delusion. For Hitler, defeat in World War I heralded the starting point of a struggle no less definitive than that between Carthage and Rome. Unless Germans rose to the challenge, 1918 might well be the harbinger of an ‘Untergang’ as complete as that suffered by the great civilizations of antiquity. Such a prospect left no room for passivity and no room for patience. Faced with the utter ruthlessness of the Judaeo-Bolshevik enemy, even a strategy
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